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Abstract: This study examined the impact of audit committee attributes on voluntary corporate 

disclosure by listed consumer goods firm in Nigeria. Correlational research design was 

applied for the study. Secondary data was extracted from a sample of 15 out of 21 firms over 

the period 2008 – 2017. The data were analyzed using panel multiple regression. To ensure 

the validity and reliability of the data, fixed and random effect regression was performed and 

fixed effect regression was suggested after conducting Hausman specification test. The results 

revealed that audit committee size, independence, and frequent meetings are positively and 

significantly associated with voluntary corporate disclosure of the companies under study. 

However, audit committee financial expertise is negatively insignificantly associated with 

voluntary corporate disclosure of the companies. From the results, it is therefore concluded 

that audit committee size, independent and frequency of meeting improve voluntary corporate 

disclosure. Therefore, it is recommended that Security and Exchange Commission should 

ensure that the audit committee power, resources, diligence and independence are not 

compromised by the management in order improve voluntary corporate disclosure.   
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Background to the study  

Business organizations have become aware of the importance of presenting information on 

wider range of activities both in terms of financial and non-financial performance including 

social responsibility performance (Akisik & Gal, 2011). After a number of corporate scandals 

and financial crises, regulators, academicians, investors and other stakeholders realized for the 

need for more transparency from the business world. Greater corporate transparency may 

decrease information asymmetry between managers and stakeholders through information 

disclosure, especially in annual reports and accounts.  

 

Under  this  corporate  disclosure  the  annual  reports  are  the  main  avenue  to  communicate  

both  financial  and  non-financial information to various stakeholders and other interest parties 

(Barako, 2007). Thus the corporate disclosure within  the  financial  report  can  be  categorized  

in  to  two  ways  ;  mandatory  and  voluntary  (non mandatory)  disclosure (Alhazaimeh, 

Palaniappan, & Almsafir, 2014). Mandatory disclosures are the items that companies must 

disclosures due to the statutes, regulatory and professional pronouncements (Kurawa & 

Kabara, 2014). Mandatory disclosure rules provide equal access to basic information (Kolsi, 

2017), therefore minimum level of information to be disclosed in the annual reports (Ousama 

& Fatima, 2010). Because of inadequacy of traditional compulsory information has led to 



Dutse International Journal of Social and Economic Research Vol. 4, No. 1 July 2020 

  

 

2 

 

demand for voluntary information that supports investors to make sustainable economic and 

financial decision (Alsaeed, 2006). Meanwhile voluntary accounting information disclosures 

means making public the information regarding the firm’s operation additional to statutory 

requirement. 

 

The audit committee (AC) is treated as one of the most crucial and vigorous participants in 

corporate governance as it ease the board of directors in discharging its role of supervising 

corporate governance (Bedard & Gendron 2010). In this regard, it is said that the Audit 

Committee plays a vital role in overseeing practices of management disclosure and internal 

control (Persons 2009). The existence of independent auditors goes a long way in ensuring 

investor confidence (Leung, Richardson & Jaggi, 2014). The role of the audit committee is 

important to ensure the power of the internal control structure (Nuryanah & Islam, 2011). 

Hence, effective Audit Committee results in the improvement of financial reporting process 

and thus reducing information asymmetry between management and stakeholders (Dhaliwal, 

Naiker & Navissi, 2010). Accordingly, AC maintains and improves public confidence in the 

credibility and the objectivity of the financial reporting through improving the disclosure 

practices of published information (Bedard & Gendron, 2010). The audit committee is a crucial 

governance mechanism designed to  ensure  that  companies  provide  relevant,  sufficient  and  

reliable  information  so  that investors and independent observers can assess the performance 

of the company  (Sen, Das & Sharma 2014). 

 

The relationship between the audit committee's features and the performance of the company 

is principally  important  for  the  accounting  profession  because  the  auditors  are  responsible  

for identifying the position and the real value of a company concerning income, assets, and 

equity shows in the statement of financial position. The audit committee is essential to 

maintaining corporate transparency. Members of the audit committee are also part of the board 

of directors responsible for developing strategies to improve the company's financial position. 

Therefore, if the audit committee presents the truth to the board members and the CEO of the 

financial statements, they will be better able to devise effective strategies to improve the 

company's performance (Bhardwaj & Rao 2015).  

 

Prior  studies,  including  Nigeria  ones,  on  the  association  between  corporate  governance  

and voluntary corporate disclosure, have mainly focused on board and ownership structure 

(Egbunike & Tarilaye, 2017; Garko 2016; Tijjani & Garko  2015; Kurawa & Kabara 2015; 

Modugu, 2017; Monday & Nancy, 2016). Besides, there is a lack of studies regarding the 

impact of some specific Nigeria audit committee characteristics, including (audit committee 

expertise and audit committee meeting) on voluntary accounting information disclosure. By 

including these factors in the study, a better understanding of voluntary accounting information 

disclosure practices in Nigerian companies may be created. In addition, this study includes firm 

audit committee expertise and audit committee meeting which is another important variables 

that has not been included in previous studies on voluntary accounting information disclosure 

in Nigeria. Therefore, to the best of my knowledge these variables were not been examined in 

the context of corporate voluntary accounting information disclosure in Nigeria. 

 

Furthermore, the literature review suggests that there is lack of longitudinal studies on 

voluntary accounting information disclosure. Most of the Nigerian prior studies are based on 

voluntary accounting information disclosure made in a single period years. As a result, changes 

in disclosure practices largely remain unexplored. Thus this study will fill the obvious gap by 

covering a period of ten (10) years from 2008 to 2017. Therefore, this study aims to investigate 
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the impact between Audit committee characteristics and voluntary corporate disclosure by 

listed consumer goods firms in Nigeria.  

 

Literature Review  

 

Audit Committee Characteristics  

Audit committee is an oversight committee under the main board of directors. The board of 

directors has given the responsibility of corporate reporting process to the AC (Bedard & 

Gendron, 2010). The Code on Corporate Governance (2011) views ACs as the ultimate monitor 

of the corporate reporting process. Thus, AC is regarded as the monitoring device that reduces 

information asymmetry (Akhtaruddin & Haron, 2010), and consequently mitigates agency 

costs (Bedard&Gendron, 2010). Akhtaruddin and Haron (2010) have indicated that AC is 

considered as a means of monitoring and improving corporate disclosure processes including 

voluntary disclosure. (Akhtaruddin & Haron, 2010; Bedard & Gendron, 2010). Hence, the right 

combination of skills and experience are significant in supporting the AC’s ability to carry out 

its responsibilities effectively. 

 

Audit Committee size and Voluntary Accounting Information Disclosure 

Resource dependency theory argues that larger audit committees are willing to dedicate greater 

resources and authority to effectively carry out their responsibilities (Allegrini & Greco, 2011). 

More directors on AC are more likely to bring multiplicity of views, expertise, experiences and 

skills to ensure effective monitoring (Bedard &Gendron, 2010). Hence, a higher number of AC 

members are more likely to help such committee to discover and resolve possible issues in 

corporate reporting process (Li, Mangena & Pike, 2012). This indicates that, AC size is an 

essential factor for AC to adequately oversee corporate disclosure practices (Persons, 2009). 

Note that effective audit committee size is important if efficient corporate financial reporting 

is to be obtained. This is because considerable audit committee members may produce 

knowledge and experience useful in embarking upon the provision of enhanced economic 

disclosure quality. 

 

Prior disclosure studies examining the relationship between the extent of voluntary accounting 

information disclosure and audit committee have documented inconsistent results. For 

examples Persons (2009) investigated the impact of audit committee characteristics and 

voluntary accounting information disclosure. The result revealed that many directors on AC 

appear to enhance the level of voluntary accounting information disclosure. Madi, Isha and 

Manaf (2014) investigate the effect of audit committee characteristics on corporate voluntary 

accounting information disclosure of 146 Malaysian listed firms for the year 2009.  The 

multiple regressions reveal that audit committee size and multiple directorships of audit 

committee are positively associated with corporate voluntary disclosure. Frequency of 

meetings and financial expertise of audit committee members are not significantly associated 

with corporate voluntary disclosure.  

 

Albitar (2015) examined the association between firm characteristic, governance attribute and 

corporate voluntary disclosure of listed companies in Jordan. The study used 124 listed 

companies as samples, for the period of 2010-2012, using 63 voluntary disclosure checklists. 

The multivariate and univeriate analyses showed a positive significant association between 

audit committee size and voluntary disclosure.  

 

In similar vein, Setiany, Hartoko, Suhardjanto and Honggowati (2017) investigated the 

relationship between audit committee characteristics and voluntary financial disclosure in 
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Indonesia. The study used samples of 100 companies listed in Indonesian stock exchange 

within the years of 2009 and 2012. The result shows that the size of audit Committees, the 

independence of audit committee members, and the average of tenure have significant impacts 

on voluntary financial disclosure.  

 

More recent, Elfeky, Fang, and Issa (2019) investigated the relationship between audit 

committee characteristics and voluntary corporate disclosure of 50 Egyptian listed firms for 

the period 2012–2016; the multiple regressions results reveal that audit committee size and 

frequency meeting of audit committee members are positively associated with voluntary 

corporate disclosure. Financial expertise of audit committee members is not significantly 

associated with voluntary corporate disclosure.  

 

In contrasts to above findings Dissanayake and Nimalathasan (2019) examined the impact of 

corporate board and audit committee characteristics on voluntary disclosures of listed 

manufacturing companies in Sri Lanka during the period of 2012 to 2017. The multiple 

regressions revealed that audit committee size do not have any impact on voluntary disclosure 

of manufacturing companies in Sri Lanka. 

  

Looking at some of the above findings, it may be argued that the work of (Albitar 2015; Elfeky, 

et. al 2019; Dissanayake & Nimalathasan 2019) on audit committee’s characteristics and 

voluntary corporate disclosure used only five years. Therefore, the time frame is limited. For 

that the study needs to be revisited by including other periods that were not captured. 

 

Audit Committee independence and voluntary Corporate Disclosure 

Literature suggests that independence of audit committee is among the key factors which make 

the audit committee effective. Therefore, companies include members who are not involved in 

management to ensure the independence.  Independent  member  should  possess  no  personal  

as  well  as  economic  relationship  with  the organization in order to work independently and 

objectively (Goodwin & Yeo, 2001); (Bédard & Gendron, 2010). Therefore, management may 

have fewer chances to disclose less information of benefit (Allegrini & Greco, 2011).  

 

Akhtaruddin and Haron (2010) suggest that independence of audit committee positively affects 

voluntary disclosures. Contrary to above findings, Garko (2015) examined the impact corporate 

governance and voluntary disclosure of listed industrial goods companies in Nigeria for the 

period of ten (10), using thirteen companies as samples. The study used 87 voluntary 

disclosures checklist; the multiples regression result shows negative significant relationship 

between audit committee independent and voluntary accounting information disclosure 

 

Audit Committee meeting and Voluntary Corporate Disclosure 

The regularity of meetings of the audit committee is measured by the number of audit 

committee meetings held during the year. The frequency of the meetings of the audit committee 

and its duration vary according to the scope and complexity of the committee's responsibilities 

(Xie, Davidson & DaDalt,2003). It is suggested that the audit committee must meet at least 

eight times a year to carry out its activities effectively (KPMG, 2009). 

 

Karamanou and Vafeas (2005) argued that AC that meets more frequently is more likely to 

effectively accomplish its monitoring role. Albitar (2015) also argued that meeting frequency 

of AC would allow the members to express judgment about the firm’s accounting choice of 

principles, disclosures and estimates. In this case, regular meetings of AC would make it 

informed and acknowledgeable about relevant accounting and auditing issues (Allegrini& 
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Greco, 2011). For this reason, a more active AC, i.e. one that meets frequently during the year, 

would provide its members with greater opportunities for discussing and evaluating the issues 

placed before them concerning the company’s financial reporting practices (Li et al., 2012).  

 

Empirically, Garko (2016) examined the association between corporate governance and 

voluntary disclosure of listed industrial goods companies in Nigeria for the period of ten (10), 

using thirteen companies as samples. The study used 87 voluntary disclosures checklist; the 

multiples regression result shows positive significant relationship between audit committee 

meetings and voluntary accounting information disclosure.  

 

Hamdan, Mushtaha and Al-Sartawi(2013) investigated 50 Jordanian industrial firms listed on 

the Amman Stock Exchange over six years from 2004 to 2009 to study the impact of audit 

committee meetings on earnings quality. The study showed that the number of audit committee 

meetings improved the earnings quality which indicates that the frequency of audit committee 

meetings helps the committee to be more active in a monitoring role. 

 

Bryce, Ali and Mather (2015) analyzed 200 companies listed on the Australian Securities 

Exchange during the years 2003 and 2008 with 1200 observations to study the link between 

the frequencies of audit committee meetings and accounting quality. The study indicated that 

the number of audit committee meetings had a significantly adverse effect on the level of 

earnings management, which enhances the accounting quality of companies.  Thus, the higher 

frequency of audit committee meetings helps firms to monitor the accounting processes 

effectively and decrease the problem of information asymmetry to enhance transparency 

However, Allegrini and Greco (2011) and Li et al., (2012) have found that at least four meetings 

a year for AC members are significantly related to the level of voluntary disclosure and 

intellectual capital disclosure, respectively. 

 

Audit Committee Financial Expertise and Voluntary Corporate Disclosure 

In order to effectively monitor corporate reporting process, audit committee members should 

be financially literate, so that they are able to understand and interpret financial statements 

(Dhaliwal et al., 2010). Financial expertise leads AC members to identify and ask 

knowledgeable questions that challenge management and external audit to a greater extent of 

financial reporting quality (Bedard & Gendron, 2010).  This in turn will improve transparency 

of corporate reporting and hence mitigate agency problem associated with flow of information.  

 

Previous studies have found a positive relation between AC financial expertise and financial 

reporting quality (Kelton & Yang, 2008), and level of voluntary disclosure.  

 

Akhtaruddin and Haron (2010), examined board ownership, audit committee’s effectiveness 

and corporate voluntary disclosures of 124 Malaysian listed companies for 2003. Voluntary 

checklists of 64 items were used. The result of univariate and multivariate analysis revealed 

that board ownership is associated with lower levels of voluntary disclosure. Independent non-

executive directors on audit committee, proportion of experts on audit committee, firm size and 

return on assets found to be positive and significant with the extent of voluntary disclosure. 

Current ratio found to be positively insignificant with the extent of voluntary disclosure. 

 

Furthermore, Madi, Isha and Manaf (2014) investigated the impact of audit committee 

characteristics on corporate voluntary disclosure of 146 Malaysian listed firms for the year 

2009.  The multiple regressions revealed that audit committee size and multiple directorships 

of audit committee are positively associated with corporate voluntary disclosure. Frequency of 
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meetings and financial expertise of audit committee members are not significantly associated 

with corporate voluntary disclosure. 

 

In similar vein Elfeky, Fang and Issa (2019) investigated the effect of audit committee 

characteristics and voluntary corporate disclosure of 50 Egyptian listed firms for the period 

2012–2016; the multiple regressions results reveal that audit committee independence, size, 

and frequency meeting of audit committee members are positively associated with voluntary 

corporate disclosure. Financial expertise of audit committee members is not significantly 

associated with voluntary corporate disclosure.  

 

Research Methodology  

This study employed a quantitative research approach where data were gathered through 

secondary approach. The population is made up of entirely twenty one companies whose shares 

are traded in the Nigerian Stock Exchange (NSE). Filtering was used to arrive at sample where 

Multi-Trex Intedgrated Foods Plc, MC Nichols Plc and Honeywell Four Mill Plc were listed 

in 2010, 2009, 2009 respectively. Thus, excluded from the sample since it was quoted after the 

year 2008. However, DN Tyre and Rubber Plc, Union Dicon Salt Plc and Golden Guinea 

Breweries Plc were removed due to incomplete of data during the period of the study. However, 

the application of these criteria results in the emergence of fifteen (15) companies as sample of 

the study. However, study covers the period of ten years from 2008 to 2017.Statistical tools 

such as descriptive, regression, Hausman were employed to analyze the results of the study. 

 
  Table 1: Variable and Measurement 

Variables Measurement Source  

Total voluntary 

Corporate Disclosure 

score 

Ratio of actual number of disclosed items to the total 

disclosure items 

Garko (2016),Albitar (2015). 

Audit     Committee     

Size  

Total Numbers of Audit committee members Dissanayake and    

Nimalathasan (2019), Albitar 

(2016). 

Audit     Committee 

independent 

Proportion of independent directors on the Audit 

Committee 

Abubakar(2018). 

Audit     Committee 

meeting 

Total number of meetings held by Audit Committee 

members in a year 

Garko (2015). 

Audit     Committee 

Financial Expertise 

Proportion of audit committee members that has financial 

expertise (accounting and professional knowledge) 

Madi, et. al. (2014). 

Source: Developed from the Review of Related literature, 2019 

 

Model Specification 

In order to evaluate the effect of audit committee characteristics on voluntary disclosure of 

accounting information, the previous disclosure studies have used this model, such as the work 

of Kolsi (2017), Albitar (2015). The study adopts a model used by Albitar, (2015). The model 

for this study is as follows:- 

VCD it = β0it + β1ACSit + β2 ACINDit + β3 ACMit + β4ACFEiteit…,,,,,,,,,,,,,,,,,,………………….(1) 

 

Where; 

VCD =  Voluntary Corporate Disclosure  

βo =   Constant 

β 1- β4 =  Coefficient of independent variables. 

ACS =  Audit committee Size 

ACIND =  Audit committee independence 

ACM =  Audit committee Meeting 

ACFE = Audit committee financial expertise 

http://www.nse.com.ng/Regulation/ForIssuers/_layouts/listform.aspx?PageType=4&ListId=%7B2EC7DEFC-5A1E-4FE0-8DC3-FFD06EAC9241%7D&ID=74&ContentTypeID=0x0100BF1B244FE2F68946AF21AF64CB9FD7FC
http://www.nse.com.ng/Regulation/ForIssuers/_layouts/listform.aspx?PageType=4&ListId=%7B2EC7DEFC-5A1E-4FE0-8DC3-FFD06EAC9241%7D&ID=33&ContentTypeID=0x0100BF1B244FE2F68946AF21AF64CB9FD7FC
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i = Firm 

t = Period 

ε  =  term error. 

 

 

Results and Discussions  

 

Descriptive Statistics  

The descriptive statistics of variables under study were analyzed. Their description of mean, 

standard deviation, minimum, and maximum were computed using STATA version13. The 

dependent variable used in this study is Voluntary accounting Information Disclosure, whereas 

the independent variables are Audit Committee size (ACS) Audit Committee Independence 

(ACIND), Audit Committee Meeting (ACM)Audit Committee Financial Expertise (ACFE). 

 
    Table 2: Descriptive Analysis. 

Variable Obs Mean Minimum Maximum Std. Dev 

VCD 150 0.689 0.516 0.806 0.074 

ACS 150 5.714 4.000 6.000 0.554 

ACIND 150 0.637 0.500 0.830 0.106 

ACM 150 4.000 2.000 6.000 0.882 

ACFE 150 0.425 0.130` 0.790 0.172 

Source: Generated by the Author from Annual Reports of the sampled Companies (2008-2017), using STATA Output. 

 

Table 2 presents the descriptive statistics of data set. The minimum value of voluntary 

corporate disclosure is 52% and maximum estimate is 81%. The mean of size of audit 

committee is 5. 714, which suggest that on an average, audit committees of sample firms 

consist of5 members. Descriptive statistics suggest that minimum and maximum members of 

audit committee are 4 and 6 respectively implying that there was a firm that does not comply 

with the minimum value of six members of the audit committee as stipulated by the Nigerian 

Security and Exchange commission code of corporate governance. The average meeting held 

in a year is 4, implying that, most of the committee sat not less than four times in a year and 

minimum and maximum is 2 and 6respectively. However, Audit committee financial expertise 

has a minimum value of 0.13 and 0.79 implying the minimum number of members of audit 

committee with knowledge of finance was 13% while the maximum number of such committee 

with financial knowledge was 79%. 

 
 Table 3: Regression Result 

  Fixed Effect 

Variables Coef. 

 

Std 

           Error 

           Z P> /z/ 

 

CONSTANT -0.3282 0.1410 -2.327 0.022 

ACS 0.4921 0.0863 5.702 0.000*** 

ACIND 0.3053 0.0635 4.807 0.000*** 

ACM 0.0065 0.0019 3.421 0.001*** 

ACFE -0.0856 -0.6785 -0.125 0.493 

R Squared: 

Within 

Between 

Overall 

F Sig 

          0.4665  

          0.3402 

          0.3924 

          16.113 

          0.0000 

Notes: Regression results have been presented in this table. *, ** and *** indicate the level of statistical significance at the 

10%, 5% and 1% respectively. 

 

From table 3 above, reveals R2 of (0.39) which is the multiple coefficient of determination 

gives percentage or proportion of total variation in the dependent variable (Voluntary 
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Corporate Disclosure) which is jointly explained by the explanatory variables. Hence, the result 

of R2 0.39 signifies that 39% changes in voluntary corporate disclosure is explained by the 

explanatory variables while remaining 61% is explained by other factors not accounted for by 

the model. This implies that the model is fit and the variables are appropriately selected.  

 

Audit committee size as indicated in table 3 has a positive and significant impact on voluntary 

corporate disclosure of listed consumer goods firm in Nigeria considering the coefficient value 

of 0.4921 and a p-value of 0.000 which significant at 1%. This suggests that size has direct 

effect on the level of voluntary corporate disclosure of listed consumer goods firm in Nigeria. 

This is consistent with the previous studies that have found audit committee size to be 

associated with financial reporting quality (Dhaliwal et al., 2010) and increased level of 

voluntary disclosure (Persons, 2009). The result suggests that audit committee size  is  an  

essential factor  in  enhancing  voluntary  corporate  disclosure  to  reduce information 

asymmetry associated with agency problems. 

 

The regression results indicate a positive and significant effect of audit committee independent 

on the level of voluntary corporate disclosure of listed consumer goods firm in Nigeria. This is 

evident from coefficient of 0.3053 with p- value of 0.000. This is significant at 1% level of 

acceptance. This is consistent with the findings from Akhtaruddin and Haron (2010) and 

Persons (2009) on voluntary corporate disclosure. This finding is in line with the view that 

independent directors on the audit committee enhance audit committee effectiveness. In this 

respect, it can be argued that audit committee independence effectively monitors and oversees 

the information disclosed in the annual reports and accounts and hence enhances voluntary 

corporate discourse. 

 

The result Table 3 however, shows that audit committee meeting has a positive and significant 

effect on the level voluntary corporate disclosure of listed consumer goods firm in Nigeria, 

from coefficient 0.0065 of which is significant at 1%level of acceptance from the p- value of 

0.001. This can be induced that audit committee activity enhanced monitoring role of such 

committee over corporate disclosure practices. 

 

Audit committee with financial expertise directors is insignificantly associated with voluntary 

corporate disclosure. This result supports Persons (2009) indicating an insignificant association 

with voluntary corporate disclosure. However, the results do not support the prior studies 

reporting a positive association with financial reporting quality (Christensen, Kent, Routledge 

& Stewart 2015), and voluntary corporate disclosure (Akhtaruddin & Haron 2010). It may well 

be that the corporate disclosure practices might require domain knowledge of accounting, 

auditing, and finance to effectively evaluate and assess disclosed information. 

 

Conclusion and Recommendation 

This study examines the impact of audit committee attributes on voluntary corporate disclosure 

of listed consumer goods firms in Nigeria.  The empirical results indicate that audit committee 

size, independence and frequency meeting of audit committee members have a significant 

effect on voluntary corporate disclosure. Financial expertise of audit committee directors has 

no significant impact on voluntary corporate disclosure. From the results, it is therefore 

concluded that audit committee size, independent and frequency of meeting improves 

voluntary corporate disclosure. Based on the outcome of the study, it is recommended that 

Security and Exchange Commission should ensure that the audit committee power, resources, 

diligence and independence is not compromise by the management so as to carry out their 

responsibility of enhancing internal control procedures, reducing information asymmetry, 
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protecting investors, overseeing a firm's financial reporting process, and increasing the extent 

of voluntary disclosure. Thus, such independence of audit committee can help the shareholders 

to monitor the activities of management and hence reduce benefits from withholding 

information. 
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Appendix A 

Voluntary Corporate Disclosure Checklist Items 

General Information 

1. Company’s mission statement 

2. Statement of corporate strategy 

3. Statement of corporate goals or objectives 

4. Changes in production/services methods 

5. Description of the brands/ trademarks 

6. Web address of the company 

7. Productive capacity 

8. Information on competitive environment 

9. Organizational structure 

10. Brief history of the company 

 

Financial Information 

11. Amount and sources of revenue 

12. Advertising information 

13. Intangible assets break down 

14. Policies regarding the amortization of intangible assets 

15. Foreign currency information 

16. Explanation about changes of sales 

17. Operating income changes and explanations 

18. Explanation about changes of administrative cost 

19. Explanation about changes of interest rate of banks 

20. Explanation about changes of gross profit 

21. Explanation about changes of cost of goods sold 

22. Disclosure of sales and marketing costs 

23. Accounts receivables changes  

24. Inventory changes  

25. Risk management strategies 

26. Risk measurement and monitoring 

27. Industry-specific ratios 

28. Charts, graphs, photos, or figures on some company activities 

29. Financial ratios disclosed (profitability, leverage, liquidity, and other ratios) 

30. Amount spent on training 

31. Auditors report  

32. Five years comparison of financial performance 

 

Non- financial Information 

33. Total number of employees in the firm 

34. Number of employees trained 

35. Employment challenge persons of physically  

36. Company policy on human resources and employee training 

37. Welfare information 

38. Data on works related accidents 

39. Recruitment and related policy 

40. Disclosure of sales and marketing strategy 

41. Corporate operation calendar 

42. Name of firm’s auditors 
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43. Information on specific external factors affecting company’s prospects (e.g., economy, 

politics) 

44. Information on ways of improvement in customer service 

45. Corporate policy on research and development 

46. Research and development activities 

47. Marketing network and the principal markets 

 

Future Forecast Information 

48. Future expansion and capital expenditure 

49. Effect of inflation on the future operation   

50. Information on industry trend and future prospects 

51. Information on earnings and cash flow forecast 

52. Earnings per share forecast 

53. Compared former earnings forecast date 

54. Information on market share forecast 

55. Projection of future sales 

56. Forecast of market growth 

57. Information on factors that may affect future performance 

58. Effect of business strategy on future performance 

59. Planned research and development expenditure 

 

Corporate Governance Information 

60. Picture of chairperson and/or other members 

61. Board members and their qualifications 

62. Information on board rotations 

63. Position or office held by executive directors 

64. Other directorships held by directors 

65. Practical experience of the directors 

66. Directors’ meeting and attendance 

67. Directors reports  

68. Number of shares held by members of the board 

69. Compensation policy for top management 

70. Remuneration of the directors 

71. Time each director joined the board 

72. Attendance at board meeting 

73. List of board committees 

74. Existence of  remuneration committee 

75. Existence of nomination committee 

76. Form of directors’ salaries (e.g., cash, shares, etc) 

77. Information on audit committee and its members 

78. Frequency of audit committee meetings 

 

Shareholders Information 

79. Composition of shareholdings 

80. Share performance, traded volume and value 

81. Share price information 

82. Dividends per share information 

83. Market capitalization 

84. classification of share  

85. Number of shares issued 
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86. Number of shares held by largest shareholders 

 

Corporate Social Responsibility Information 

87. Environmental protection program/ information 

88. Information on community services 

89. Charitable donations and sponsorship 

90. Health and safety information 

91. Quality control of firm’s products 

92. Employee’s progression 

93. Information on employee morale e.g. turnover, strikes and absenteeism 
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Abstract: This study sought to investigate the relationship between capital structure and firms 

financial performance of oil and gas companies in Nigeria. The study applied explanatory 

research design. In order to answer the research questions, secondary data was collected from 

a sample of 8 oil companies in Nigeria during the period spanning from 2007-2017. To 

examine the relationship between capital structures which is measured by long term debt to 

equity ratio and financial performance measured by the accounting measures of return on asset 

(ROA), return on equity (ROE) and Earning Per Share (EPS), OLS multiple regression model 

was employed. A computer packages STATA version 14.0 was used for the regression equation 

used in this study. From the regression model, the study found that capital structure measured 

by long term debt to equity ratio (LTDTE) has significant negative relationship with return on 

asset (ROA) and return on equity (ROE) as well as the control variable( size), but has 

significant positive relationship with Earning Per Share (EPS)and the control variables (age) 

and growth opportunity (GRO). This implies that the oil and gas companies’ management 

should be unwilling to source for funds externally when ROE is on the increase.   From the 

study, the research recommended that an appropriate mix of capital structure should be 

adopted in order to increase the financial performance of oil and gas companies in Nigeria. It 

is further recommended that the management of every oil and gas companies should make 

financial analysis and financing decision in order to remain profitable and competitive. 

 
Keywords: Capital structure, ROA, ROE, EPS 

 

 

Introduction 

The oil and gas industry is of great importance and attracts so many investments to the world 

economy. According to EIA (U.S. Energy Information Administration, 2013) the demand for 

the world’s energy is likely to go up with a calculated figure of 56 percent by the year 2040. 

This is why, according to Mohn (2008), oil and gas industry supplied 60 percent of the world’s 

energy consumption. A precise, accurate and more detailed comprehension of what determines 

the performance as well as the capital structure of companies supplying to the above stated 

increased demands could be of importance to investors, industry players and regulatory 

agencies respectively. 

 

The Oil and Gas companies in Nigeria are considered to be one of the most viable industries in 

the history of its economic activities which is believed to have accounted for over 70 percent 

of the country's revenue from the total exported products (David & Olorunfemi, 2010). This is 

consistent with the statistics released by the Nigerian National Bureau of statistics (NBS) 2017 

which stated that the industry has been of great strategic importance to the country's economy 

as it accounts for approximately 70 percent of government revenue and about more than 90 

percent of the country's total earnings from foreign exchange. It also showed that contribution 
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of the oil and gas industry to the Nigeria’s GDP was approximately 10 percent in the year 2017. 

This government-regulated Oil and Gas industry comprises three major sub sectors: upstream, 

midstream and downstream, with the involvement of local and international private-owned 

companies (Lagos Business school industry report, 2016). 

 

Capital structure is viewed to be the permanent financing of a company. This comprises bonds, 

preferred stock and common stock.A firm’s capital structure generally consists of debt and 

equity and the choice between the two is significant to a firm (Musina, Ngala, & Okaka, 2015). 

Mule and Mukras (2015) for example found that an average Kenyan firm employs only 0.258 

Kshs of long term debt for every 1 Kshs of capital employed, indicating a clear preference for 

equity capital. Their results showed a negative relationship between financial leverage and 

ROE and ROA. Consequently, the use of financial leverage is like a “double-edged sword” as 

it has the ability to boost the firm’s potential losses or gains (Khan, 2012; Pandey, 2010). The 

option to use both debt and equity comes with costs while relying on debts only leads to cost 

savings since debt interest is tax deductible, thereby reducing the overall cost of capital (Mueni 

& Muturi, 2015). 

 

Therefore, capital structure here reveals the fusion of debts (long term and short term), common 

equity, and preferred equity (Akintoye, 2008). It is fundamentally on how a firm finances its 

overall operations and growth by using diverse sources of fund (Tsuji, 2011). Capital structure 

of a firm is difficult to determine as financial managers have difficulty in determining an exact 

optimal capital structure to be adopted; as such, a firm has to issue various securities in a 

countless mixtures to come across particular combinations (optimal) that can maximize its 

overall value (San & Heng, 2011). Theoretically, optimal capital structure means a combination 

of funds which minimizes the weighted average cost of capital (WACC) thereby maximizing 

the value of the firm. Moreover, according to Barbosa and Louri (2005) various measures of 

performance have been identified in the literature, these include: productivity, profitability, 

customers satisfaction, etc. These variables are inter-related in one way or the other. 

Meanwhile, financial measures are indicators of financial strength, weaknesses, opportunities 

and threats of any firm.  As stated by Barbosa and Louri (2005), the financial measurements 

are return on investment (ROI), residual income (RI), earning per share (EPS), return on Asset 

(ROA), dividend yield, price earning yield, price earnings ratio, growth in sales, market 

capitalization etc. 

 

Oil companies are chosen for this research because it is one of the most important industries in 

Nigeria. In the first quarter of 2016, oil production stood at 2.11 million barrels per day, 

contributing to 10.29 percent of Gross Domestic Product (GDP) (National Bureau of Statistics, 

2016). This indicates that it forms part of the major exports of Nigeria. Furthermore, it provides 

employment to industrial labor force. 

 

Problem Statement 

The oil and gas industry still plays an important role in the Nigerian economy and that is why 

it is receiving so much attention from financial analyst, investors and the government. 

Following the discovery of oil in Nigeria in 1956 and the subsequent collapse in agricultural 

production, crude oil sale became the mainstay of the economy. About 90 percent of 

government total revenue is accounted for by oil export. Nigeria is among the top oil and gas 

producers in the world (NBS, 2017).  

 

The sharp and extended decline in the oil price is taking its toll by restricting access to further 

capital, eroding profitability performance and free cash flow generation such that balancing 
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debt service obligations with capital investments required increasing the output has become 

difficult for many companies to manage. The longer this situation persists, the greater the risks 

because the Nigerian ownership of the oil and gas sector will begin to contract ( vijil, 2016). 

Those that remain will only continue to succeed if they possess strong fundamentals that ensure 

low break economics, balance sheet strengths and access to capital so that they can invest to 

diversify and dilute assets’ equity financing and debts in order to power opportunity in the 

Nigerian markets. 

 

However, in 2015 and 2016, the simultaneous decline in oil price and production caused its 

shares to fall to 63 percent. The GDP growth averaged 5.7 percent between 2006 and 2017. 

Volatile oil price drove the growth rate to a high of 8 percent in 2006, to a low of -1.5 percent 

in   2016 and to some level increase of 1.64 percent in 2017 (National Bureau of Statistics, 

2017). This systematically will impose fear of high loss expectation on the loans that the oil 

companies are likely going to obtain in form of debts. 

 

Literatures also justified that several studies have been carried out to investigate the 

relationship that exist between capital structure and performance (Oaolapo & Kajola, 2010; 

Warokka, Herrera & Abdulla, 2011). However, the results of these previous studies have been 

conflicting. While some researchers reported positive relationship between capital structure 

and performance (Wippern, 1966, Holz, 2002, Akintoye, 2008; Dare & Sola, 2010), others 

reported negative relationships ( Ghosh, 2007, Arimi, 2010, Iorpev and Kwanum, 2012). 

However, some researchers presented mixed relationship (Hurdle, 1973, Zhao, 2007, Weill, 

2008 and Khosroshahi, 2009). Similarly, some researchers reported that no relationship exists 

between capital structure and performance (Prahalathan & Ranjan, 2011). This empirical paper 

is an attempt at proposing a model that will empirically examine the effect of capital structure 

on financial performance of oil companies in Nigeria.  

 

Literature Review 

  

Capital structure and Financial Performance 

There are many findings on the relationship between capital structure and financial 

performance. Many studies show a positive relationship while others show negative 

relationship between the variables. This inconsistency shows there is need for extensive studies 

between the variables. 

 

Gabriel and Nneji (2015) investigated the effect of capital structure on corporate performance 

in Nigerian using randomly selected companies. This was done because it has at been 

established that an overall good performance of firms in an economy will lead to economic 

development in the long run. Twenty companies operating in the Nigerian environment were 

randomly picked and data on their capital structure and profit were picked out from their annual 

reports for the period under investigation (i.e. 2012-2013). In order to accomplish the set out 

objectives of their study, a research hypothesis was formulated which was tested via a number 

of analytical techniques. These are the panel unit root test and the panel least squares 

regression. Based on the results gotten, Ho was rejected. The results revealed that capital 

structure negatively influenced corporate performance. The selection of the firms in Nigeria 

should never be random, rather, by considering the sectors that are crucial to the economic 

growth and development of the country. 

 

Njagi, Kimani and Kariuki, (2017) analyzed the effect of equity financing on financial 

performance of SMEs in Kenya. The study adopted a descriptive survey research design. The 
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target population of study was 300 SMEs from which a sample size of 60 SMEs was drawn. 

Pretesting of the research instrument was done to determine the reliability of the questionnaire 

by use of Cronbach alpha coefficient. Content validity of the questionnaire was used to ensure 

that the questionnaire answered the research questions. The primary data were collected using 

self-administered questionnaire while secondary data was obtained from audited financial 

statements and analyzed by use of SPSS. Data analyzed capture descriptive statistic which 

included mean, standard deviation and variance. Inferential statistic included Pearson’s 

correlation and multiple regressions. The study revealed that SMEs had greater preference for 

contribution from friends and ploughing back profit as a source of equity finance. From the 

study it was evident that equity finance had a positive relationship to financial performance of 

the SMEs. Equity offered a lifelong financing option with no or minimal cash outflow inform 

of interest. The study also noted that the performance of the SMEs was largely affected by the 

source of finance and the liquidity position of the business. The case study, primary data and 

the statistical tool used in this research were not the effective means of measuring the variables. 

 

Theoretical Underpinning: The Trade-off Theory 

The trade-off theory recognizes that target debt ratios vary from firm to firm. Companies with 

safe, tangible assets and plenty of taxable income to shield ought to have high target ratios 

while unprofitable companies with risky, intangible asset ought to rely primarily on equity 

financing (Brealey & Myers, 2000). Trade-off theory avoids extreme predictions and 

rationalities moderates and debt ratios unlike Modigliani and Miller (M&M) theory, posit that 

firms should take on as much debt as possible. 

 

The trade-off  theory has a capacity to tell the behavior of companies in that it explains many 

industry differences in capital structure (e.g. high-tech growth companies, whose assets are 

risky and mostly intangible, normally use relatively little debt while utilities or retailers do 

borrow heavily because their assets are tangible and relatively safe It is also limited in 

explaining company behavior because there are things it cannot explain, like why some of the 

most successful companies thrive with little debt (Brealey, Myer & Marcus, 2004).According 

to the static (trade-off) theory, the gain from the tax shield on debt is offset by financial distress 

costs. An optimal capital structure exists that just balances the additional gain from leverage 

against the added financial distress cost. 

 

 Conceptual Framework 

Dependent Variable      Independent Variable 

   

 

 

   

 

 

 

 

         Control Variables 
Source: Researcher, 2017 
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Methodology 

This paper adopts the ex-post facto research design. This type of research design can be useful 

where survey is descriptive or explanatory. This research technique was employed because of 

its suitability in research survey of this nature. The researcher’s inability to manipulate already 

existing variables is the basic feature of ex-post facto research design (Onwumere, 2009). This 

is consistent with Ajao and Nkechinjyere (2012). Ex-post facto research is ideal for conducting 

social research when it is not possible to or acceptable to manipulate the characteristics of 

human participants (Marilyn, Simon & Goes, 2013). 

 

The population for this study consists of all the companies selected from the listed oil 

companies on the Nigerian stock exchange from 2007 to 2017. A company becomes part of the 

sample size if it has been quoted on or before 2006 and must not be delisted by the Security 

and Exchange Commission (SEC) within the period of study. Thus, Afro Oil Plc has been 

excluded because it was delisted in 2008 by SEC and Beco and Seplat Petroleum Product Plc 

were also excluded because they were listed in 2009 and 2014 respectively. All the working 

population has been used as a sample of the study since the number is not large. The following 

8 companies (Table 1) emerged as the sample of the study. 

 

Table 1 List of firms 
S/N Name of the Company Year listed 

1 

2 

3 

4 

5 

6 

7 

8 

ConoilPlc 

OandoPlc 

Mobil Oil Nigeria Plc 

Total Nigeria Plc 

Japaul Oil 

Forte Oil Plc 

MRS 

Eterna Oil Plc 

1989 

1992 

1978 

1979 

2005 

1971 

1978 

1997 

Source: Generated by the researcher 2017 

 

 

Data Analysis 

 

The summary statistics of the variables is presented below in Table 2 

 
Table 2: Descriptive Statistics 

 Mean Std. Deviation Skewness Kurtosis 

ROE 0.066 0.703 -3.970 18.613 

ROA 0.017 0.131 -3.228 13.794 

EPS 4.974 7.755 1.563 7.326 

LTDE 0.990 1.745 3.303 13.105 

Age 26.72 11.484 -.285 -.993 

Size 7.746 0.492 .564 .894 

Growth 136635917.33 131971826.649 1.920 4.103 

Source computed by the researcher using STATA 14 (2018) 

 

Table 2 above shows the descriptive statistics of the variables used in the study. The series have 

a total of 87 observations with seven variables. These dependent variables include Return on 

Equity (ROE), Return on Asset (ROA) and Earnings Per Share (EPS) all serving as proxy of 

financial performance. Long Term Debt to Equity (LTDE) is the main independent variable. 

The control variables include; Firm Age (Age), Asset Firm Size (Size), and Sales (Growth). 
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The mean of ROE and ROA is 0.066 and 0.017 with standard deviations of 0.703 and 0.131 

respectively. While the mean of EPS is 4.974 with a standard deviation of 7.755 as the mean 

of LTDE is 0.990 and standard deviation of 1.745. When it comes to the control variables, Age 

has a mean of 26.72 with a standard deviation of 11.484, while Size and Growth have a mean 

of 7.746 and 136635917.33, with standard deviation of 0.492 and 131971826.649 respectively. 

This implies that the variables are flatter to the right as compared to the normal distribution 

and they are of a platykurtic distribution (i.e. flat or longer-tails). 

 

The skewness of the variables showed that ROE, ROA, and Age are negatively skewed. While 

EPS, LTDE, Size and Growth are positively skewed, this implies that the variables are flatter 

to the left as compared to the normal distribution and they are of a leptokurtic distribution (i.e. 

flat or short-tailed). 

 

Correlation Analysis 

The study uses the correlation matrix to analyze the relationship between the dependent 

variables and the independent variables   

 
   Table 3: Correlation Matrix 

  ROA ROE EPS LTDE LAGE LG  

ROA 1       

ROE 0.658468** 1      

EPS 0.467736** 0.516413** 1     

LTDE -0.06545 -0.38786** -0.26672* 1    

LAGE 0.296492** 0.177476 0.452289** -0.24441* 1   

LG 0.363247** 0.067487 0.308778** -0.11621 0.68134** 1  

SIZE -.039 -.190 .030 .251* .325** .735** 1 

*. Correlation is significant at the 0.05 level (2-tailed).**. Correlation is significant at the 0.01 level (2-tailed). 

Source computed by the researcher using STATA 14 (2018) 
 

The table 3 above presents the Pearson Correlation matrix of the variables used for the study. 

The correlation matrix shows the extent of relationship between the dependent variables and 

the independent variables.  

 

The results above showed that the relationship between LTDE and ROA is negative at 6.6 

percent but statistically insignificant at 5 percent Also, the relationship between LTDE and 

ROE is negative at 38.8 percent and statistically significant at 5 percent while the relationship 

between EPS and LTDE is also negative at 26.7 percent and statistically significant at 5 percent. 

 

The result further showed that Age has a positive and significant relationship with ROA and 

EPS, 29.6 percent and 45.2 percent respectively but insignificant positive relationship with 

ROE at 17.8 percent While, Growth (LG) has a positive and significant relationship with ROA 

and EPS at 36.3 percent and 30.9 percent respectively, but insignificant positive relationship 

with ROE at 6.8 percent Size has a negative and insignificant relationship with ROA and ROE 

at 3.9 percent and 1.9 percent respectively, but positive and insignificant relationship with EPS 

at 3 percent. 

 

Multiple Regression Analysis  

The Ordinary Least Square Multiple Regression Technique was employed to test the effect 

between the independent variables and the dependent used in the study. The econometric model 

were designed to investigate the effects on the dependent variable, as the expected direction 

and amount of change in the criterion for a 1-unit increase of independent variable; while all 

the other variables held constant. The study developed three regression models to examine the 
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impact of long-term debt to equity on financial performance. The table below present the 

Multiple Regression analysis computed using STATA Version 14.0 

 

Table 4: Multiple Regression   
Models Model 1 Model 2 Model 3 

Dependent Variable   ROA ROE EPS 

Independent Variables   

LTDE 
-.020** 

(.007) 

-.110** 

(.047) 

-.444 

(.496) 

Size 
-.241*** 

(.041) 

-.427** 

(.252) 

-3.512 

(2.685) 

Lage 
-.028 

(.028) 

.076 

(.174) 

4.585** 

(1.851) 

LG 
.263*** 

(.042) 

.262 

(.263) 

3.047 

(2.799) 

Constant  
-.121 

(.186) 

1.179 

(1.157) 

-5.871 

(12.303) 

    

R2 

F-Statistics 

F-probability  

.630 

13.478 

.000 

.634 

4.756 

.002 

.796 

6.702 

.000 

Note: ( ) parenthesis is Standard Error,**Statistically significant at 5% (95%)   ***Statistically significant at 1% (99%) 

Source: Authors computation using STATA version 14.0 (2018) 

 

In this section, we present the interpretation of the regression results and verify whether 

parameter estimates in each model conform to a priori expectation and the significance of the 

parameter estimates. 

 

First of all, it is necessary to observe the model of fit of the models estimated using the F-

statistics, and R-Square of the estimated regression results from the three models.  

The F-statistics measures the overall significance of the regression model. The F-value 

provides a test of the null hypothesis that the true slope coefficients are simultaneously zero. 

From table 4 above, the F-statistics for the three models give the value of 13.478, 4.756 and 

6.702 for model 1, model 2 and model 3 respectively which is greater than the critical F = 2.46 

with a P-values of 0.000, 0.002 and 0.000 at 5% level of significance. This indicates that the 

model has a robust fit and it is statistically significant, that means there is a true relationship 

between the independent variables and the dependent variables. 

 

The R2 measures the goodness of fit of the estimated model. The R2 measure the proportion of 

total variation in the regression and explained by the regression model. From the regression 

result the R2of the three models is 0.630, 0.634 and 0.796 respectively. This means that the 

model explain about 63%, 63% and 79% of the total variation in ROA, ROE and EPS as 

explained by the explanatory variables respectively. 

The analysis of the relationship is done based on each independent variable against each 

dependent variable in the study;  

 

Independent Variable 

Long Term Debt to Equity (LDTE):- the sign of the coefficient is negative and statistically 

significant at 5% in relation to ROA and ROE but insignificant in relation to EPS. The 

coefficients of -0.020, -0.110, and -0.444 from the three models which implied that on average, 
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a unit increase in LDTE leads to approximately 2%, 11% and 44.4% decrease in ROA, ROE 

and EPS while other variables are held constant respectively. 

 

Control variables 

Firm Size (Size):- the sign of the coefficient is negative and statistically significant at 5% in 

relation to ROA and ROE but insignificant in relation to EPS.  The coefficients of -0.241, -

0.427, and -3.512 from the three models implied that on average, a unit increase in Size leads 

to approximately 0.24, 0.43 and 3.5 decrease in ROA, ROE and EPS while other variables are 

held constant respectively. 

 

Firm Age (LAge):-The logarithm of this variable was taken to linearise the parameter of the 

estimated coefficient of the variable. The sign of the coefficient is positive and statistically 

insignificant at 5% in relation to ROE but significant in relation to EPS. Meanwhile the 

coefficient is negative and insignificant in ROA.  The coefficients of 0.076, 4.585, and -0.028 

from the three models implied that on average, a unit increase in firm age leads to 

approximately 0.08% and 4.6% increase in ROE and EPS while other variables are held 

constant respectively while it leads to 0.24% decrease in ROA while other variables are held 

constant. 

 

Firm Growth (LG):-The logarithm of this variable was taken to linearise the parameter of the 

estimated coefficient of the variable. The sign of the coefficient is positive and statistically 

insignificant at 5% in relation to ROE and ESP but significant in relation to ROA.  The 

coefficients of 0.263, 0.262, and 3.047from the three models implied that on average a unit 

increase in LG leads to approximately 0.26%, 0.26% and 3.05% increase in ROA, ROE and 

EPS while other variables are held constant respectively. 

 

 

Conclusion, Recommendations and Future Research Directions 

 

Conclusion  

The relationship between capital structure and firms financial performance variables has been 

widely analyzed by the researcher taking Nigerian oil and gas companies as a case study. 

However as far as the knowledge of the researcher, very little work has been done on the 

assessment of the effect of capital structure, which led to scarce empirical study on the 

relationship of capital structure and financial performance of oil and gas companies in Nigeria. 

Therefore, in this study the researcher tried to fill the gap by analyzing the relationship between 

capital structure and financial performance of oil and gas companies in Nigeria. Based on the 

empirical findings of the study, it could therefore be concluded that capital structure has some 

effect on financial performance of oil and gas companies Nigeria. 

 

Recommendations 

One critical decision undertaken by oil and gas companies has to do with the debt-equity 

choice. This choice is necessary for the financial performance determination of firms. An 

appropriate mix of capital structure should be adopted in order to increase the financial 

performance of oil and gas companies. Findings revealed that capital structure and return on 

asset (ROA) as well as return on equity (ROE) have significant negative relationship. That is 

in the case of higher long term debt, the financial performance will tend to decline. The reason 

behind this may be due to the banks high lending interest rate engaged in the long term debt. 

In addition to these, an increase in the level of debt also increases the riskiness of oil and gas 

companies. Therefore, the companies should employ or explore less long term debt finance 
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with minimum interest rate and should concern much on internal sources of financing in order 

to increase their financial performance. 

 

Future Research Directions  

❖ Here the company’s financial performance is computed based on long term debt to 

equity ratio, size, age, growth rate, but other external variable such as tangibility, 

opportunity, capital adequacy, liquidity, business risk and gross domestic product etc 

which might provide a strong relationship with the proxy of financial performance and 

help to uncover the better firm’s financial performance in the Nigerian perspectives 

could be employed in to the control variables so as to see the extent to which other 

variables can impact onto the research.  

❖ When it comes to the measures for capital structure this study has only applied 

quantitative data. It would be interesting for a research to be conducted in a more 

qualitative way to investigate managers’ and owners’ direct involvement in managing 

the firms and separate out the effect of capital structure  from active and more 

passive owners. 

 

 

 

 

References 

Abor, J. (2005). The effect of capital structure on profitability: an empirical analysis of listed 

in Ghanna. Journal of Risk Finance, 6, 47-438. 

Akintoye. (2008). Effect of capital structure on firms’ performance: The Nigerian experience. 

European Journal of Economics, Finance and Administrative Sciences,, 10, 233- 243. 

Arbian & Safari. (2009). The effects of capital structure on profitability: Evidence from listed 

Indian firms. Journal of Multinational Financial Management., 5, 477-487. 

Arimi, J. (2010). The relationship between capital structure and financial performance A study 

of the firms listed under industrial and allied sector at the Nairobi. A Management 

Research Paper,, 2(4), 165. 

Barbosa, N, & Louri, H. (2005): Corporate performance: does ownership matter? A 

comparison of foreign- and domestic-owned firms in Greece and Portugal. Review of 

Industrial Organization, 27(1), 73-102. 

Central Bank of Nigeria First Quarter Report; 2015.Available:http// www.cbn.gov.ng (Accessed 

29th December 2015) 

Dare, F. D., & Sola, O. (2010) Capital structure and corporate performance in Nigeria 

petroleum industry: Panel data analysis. Journal of Mathematics and Statistics, 6 (2): 

168-173, 

Gabriel, E. E., & Nneji, I. D. (2015) Effect of capital structure on corporate performance in 

Nigeria. Journal of Economics and Sustainable Development. 6(14), 556-567 

Harelimana, J. B. (2017). Effect of debt financing on business performance: A comparative 

study between I&M Bank and Bank of Kigali Rwanda. Global Journal of Management 

and Business Research, 17 (2), 456-476 

Khosroshahi, M. (2009). Capital structure and firm performance: Evidence from Tehran Stock 

Exchange. Strategic management journal, 4,  35-49. 

Kihinde, F. (2012). Capital Structure and firm value: Empirical evidence from Nigeria. 

International Journal of Business and Social Science, 4(3), 21-30. 

Lagos Business School (2016). Industry Report: Pan Atlantic University.  

http://www.cbn.gov.ng/


Dutse International Journal of Social and Economic Research Vol. 4, No. 1 July 2020 

  

 

24 

 

Mohn, K. (2008). Investment behaviour in the international oil and gas industry: essays in 

empirical petroleum economics by Klaus Mohn, Stavanger: University of Stavanger, 

2008 . 

Mueni, W. N., & Muturi, W. (2015). Does financing policy decision influence firm 

performance: a Kenyan perspective. International Journal of Education and Research, 

3(10), 337–354. 

Mule, R. K., & Mukras, M. S. (2015). Financial leverage and performance of listed firms in a 

frontier market: Panel evidence from Kenya. European Scientific Journal, 11(7), 534–

550. 

Musina, N. O., Ngala, C. O., & Okaka, D. O. (2015). Firm characteristics and Capital Structure 

of Firms Listed on Nairobi Securities Exchange, Kenya. Africa Growth Agenda, 

10(Oct/Dec 2015), 4–7. 

Njagi, I. K., Kimani, E. M. & Kariuki, S. (2017). Equity financing and financial performance 

of small and medium enterprises in Embu Town, Kenya. International Academic 

Journal of Economics and Finance, 2(3), 74-91 

Oladeji, T. I., & Olokoyo, (2015). An empirical analysis of capital structure on performance of 

firms in the petroleum industry in Nigeria. Journal of Accounting and Auditing: 

Research & Practice,  20, 83-91. 

Onaolapo, A. A., & Kajola, S. O. (2010). Capital structure and firm performance: Evidence 

from Nigeria. European Journal of Economics, Finance and Administrative Sciences, 

25,70-82. 

Pandey, I. M. (2010). Financial management: Capital structure and policy. Journal of Applied 

Economics, 37(19):322-333. 

Rub, A. (2012). Capital structure and firm performance; Evidence from Palestine Stock 

Exchange. Journal of Money , Investment and Banking, 23(1), 432-456. 

San, O. T., & Heng, T. B. (2011). Capital structure and corporate performance of Malaysian 

construction sector. International Journal of Humanities and Social Science, 1(2), 28-

36. 

Semiu, B. A. & Collins, S. O. (2011). Perceived relationship between corporate capital 

structure and firm value in Nigeria. International Journal of Business and Social 

Science, 2, 19-26. 

Tsuji, C. (2011). A Survey of the trade-off theory of corporate financing. Journal of Business 

and Management Review, 1(6):102-107. 

Warokka, A., Herrera, J. J., & Abdullah, H. H. (2011). East Asian corporate governance: A test 

of the relation between capital structure and firm performance. International journal of 

economics and finance studies, 3(2):1-10 

Weill, L. (2008). Leverage and corporate performance: Does international environment matter? 

Small Business Economics, 30, 251-265. 

Xu, X., & Wang, Y. (2007). Ownership structure, corporate governance, and firm’s 

performance: the case of Chinese stock companies. World Bank Policy Research 

Working Paper. No 1794, Washington, D.C: World Bank. 

Zeitun, R., Tian, G. (2007). Capital structure and corporate performance: evidence from Jordan. 

Australasian Accounting Business and Finance Journal, 1, 40-53. 

 

 

 

 

 

 

 



Dutse International Journal of Social and Economic Research Vol. 4, No. 1 July 2020 

  

 

25 

 

 

Development of a Financial Derivative  

Market in Nigeria: A Review 
 

       
1Babajide Francis FADAKA, 2Luqman A. SULAIMAN 

1Department of Banking & Finance, Faculty of Management Sciences 

Federal University Oye-Ekiti, Nigeria. 
2Department of Finance, Faculty of Management Sciences 

Ekiti State University, Ado-Ekiti – Nigeria. 

 

Abstract: This article summarizes the current state of understanding the financial derivative 

market in Nigeria. It starts by providing a general introduction to the derivatives market. 

Consequently, the definition of the derivatives market was considered alongside its evolution. 

The work examined the current developments in the use of derivatives in Nigeria. The four (4) 

categories of derivatives in the Nigerian market which are forward, future, swaps, and options 

were discussed. The study consequently examined seven uses of derivatives among which are 

to enhance liquidity, to lead the market towards perfection and to catalyze the growth of 

financial markets. Five issues limiting the use of derivatives in Nigeria were also discussed; 

regulatory issue and issue relating to trust and use of technology were prominent. The review 

concludes by proffering remedies and recommendations to help mitigate and eliminate some 

of the identified challenges to the growth of the derivative market in Nigeria.  

 
 

Keywords: Financial market, Financial derivative, Liquidity, Financial risks 

 

Introduction 

The aim of an investment resolution is to get the desired rate of return with the slightest risk. 

To realize this objective, several instruments, practices, and strategies have been invented and 

established in time past. With the removal of international trade and business restriction laws, 

the world trade added momentum in the last 10 years; the world has arrived at a new stage of 

worldwide deregulation and market liberalization. The incorporation of capital markets 

globally has resulted in amplified financial risk with the recurrent fluctuations in the interest 

rates, currency exchange rate and stock prices (Berk, 2016). To surmount the risk ascending 

out of these shifting variables and augmented reliance on capital markets of one set of states to 

the others, risk management practices have similarly been redesigned by designing such 

instruments that can alleviate the risk element. These novel popular instruments are recognized 

as financial derivatives which, not merely lessen financial risk but similarly open up a fresh 

prospect for high-risk takers.  

 

The Nigerian financial market has seen a topical rise in the use of derivatives particularly in 

transactions concerning foreign entities. Derivatives are habitually utilized in several states 

such as the United Kingdom and the United States of America. Other states such as Germany, 

France, India, and South Africa similarly operate flourishing derivatives markets. In the UK 

for instance, pension funds have in the past years amplified the adoption of derivatives, 

something that could be implemented in Nigeria (Bodnar & Gebhardt, 1999; Thompson, 2018).  
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The worldwide derivatives market is massive and projected at more than $1.2 quadrillion 

(Stankovska, 2017). Some market analysts assess the derivatives market to be more than 10 

times the magnitude of the total world gross domestic product (GDP) (Maverick, 2018). 

Regardless of the weaknesses of the Nigerian capital market, the arrival of derivatives has 

ignited a substantial encouraging reaction from both local and foreign financiers looking  to 

conduct businesses within Nigeria or with Nigerians. This indicates a novel occasion for 

Nigeria, as derivatives are tremendously flexible owing to their contractual nature and they can 

be utilized to achieve a comprehensive collection of risk management intentions, if suitably 

utilized. 

 

Defining Derivatives  

The word for word meaning of derivative refers to something which is derived. It is important 

to understand what is derived? The answer is that the value/price is resultant from any principal 

asset. The term ‘derivative’ specifies that it has no autonomous worth, i.e., its worth is 

completely derived from the value of the causal or principal asset. The fundamental asset can 

be securities, merchandises, bullion, coinage, livestock or whatever else. The Securities 

Contracts (Regulation) Act 1956 explains ‘derivative’ as under. ‘Derivative’ comprises 

security derived from a debt instrument, share, loan whether tenable or unsecured, risk 

instrument or contract for differences or any other form of security. 

 

 A contract acquires its value from the prices, or index of prices of underlying securities. There 

are two categories of derivatives. These are commodity derivatives and financial derivatives. 

Initially, derivatives emerged as a tool for handling risk in commodities markets. In commodity 

derivatives, the fundamental asset is a commodity. It can be an agrarian commodity like cocoa, 

sesame seed, groundnut, cotton, etc. or valuable metals like gold, silver, etc. The word financial 

derivative signifies a diversity of financial instruments counting shares, bonds, treasury bills, 

interest rate, foreign exchanges, and other hybrid securities (Adam & Fernando, 2006). 

 

Financial derivatives comprise futures, forwards, options, swaps, etc. Futures contracts are the 

most significant form of derivatives, which has been used long before the word ‘derivative’ 

was invented. Financial derivatives can similarly be derived from a blend of cash market 

instruments or additional financial derivative instruments. In detail, majority of the financial 

derivatives are not novel instruments; relatively; they are simply mixtures of adult generation 

derivatives and/or typical cash market instruments. 

Evolution of Derivatives  

It is challenging to trace out the starting point of derivatives since it is not evidently recognized 

as to where and when the first derivative market came into being. Archaeologically, it is 

obvious that derivatives markets were established after the launch of ‘forward’ markets. It is 

supposed that the forward trading was in actuality during the 12th century in England and 

France. Forward trading in rice was underway in the 17th century in Japan, recognized as Cho-

at-Mai a kind (rice trade-on-book) focused around Dojima in Osaka, far along the trade in rice 

developed with a high rate of standardization (Takatsuki, 2012).  

 

While financial derivatives have been used for the long term, however, they became a foremost 

power in financial markets in the early part of 1970. The simple rationale behind this growth 

was the disappointment of the Brettonwood System and the secure exchange rate system which 

was broken down. As a consequence, the fresh exchange rate system, i.e., the floating rate 

(flexible) system founded upon market forces started functioning (Mohammad & Afshin, 
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2018). But owing to pressure or demand and supply on several currencies, the exchange rates 

were continually fluctuating, and time and again, significantly. As a consequence, the business 

organizations faced a new risk, recognized as currency or foreign exchange risk. Consequently, 

a different financial instrument was established to surmount this risk in the new financial 

environment. Another vital rationale for the uncertainty in the financial market was vacillation 

in the short-term intentions of investors.  

 

This was typically as a consequence of the fact that that most of the government at that time 

strained to handle foreign exchange variations using short-term interest charges and by 

upholding money supply objectives, but which were opposing to each other. Additionally, the 

amplified volatility of short-term interest rates produced an opposing influence on long-term 

interest rates, and therefore, volatility in bond prices, since they are mainly influenced by long-

term interest rates (Allayannis & Weston, 2001). 

 

The consequence is that it produced another risk called interest rate risk, for the issuers and the 

financiers of debt instruments. Interest rate variations had not merely produced volatility in 

bond prices, but similarly in other long-term assets like corporation stocks and shares. Share 

prices are set using the likely existing values of future dividend payments reduced at a suitable 

discount rate. Discount rates are regularly grounded on long-term interest charges in the 

market. Augmented volatility in the long-term interest rates triggered heightened instabilities 

in the share prices in the stock markets (Geczy, Minton, & Schrand, 2016).  

 

Additionally, volatility in stock prices is reproduced in the instability in stock market indicators 

which triggers market risk. In the 1970s, it is observed that the financial markets were 

extremely volatile. As a consequence, several financial derivatives appeared as the means to 

cope with the diverse kinds of risks specified above, and similarly for exploiting it. Therefore, 

the leading financial futures market was the International Monetary Market, founded in 1972 

by the Chicago Mercantile Exchange which was closely followed by the London International 

Financial Futures Exchange in 1982 (Uddin, Haque & Sultana, 2014).  

Current Developments in the Use of Derivatives in Nigeria  

In 2011, the Central Bank of Nigeria announced the use of Foreign Exchange Derivatives in 

the Nigerian market via guidelines. The guidelines standardized the operations of approved 

traders of foreign exchange in Nigeria (i.e., banks, bureaux de change and discount houses) as 

it concerns derivatives dealings. Under the guidelines, the accepted hedging products are; 

foreign exchange options; forwards (outright and non-deliverable); foreign exchange swaps; 

and cross-currency interest rate swaps (CBN, 2011). 

 

Derivatives in Nigeria are similarly controlled by the Securities and Exchange Commission of 

Nigeria (SEC). The meaning of the word 'securities' under the Investment and Securities Act 

(ISA or the Act) 2007 comprises futures, options and "other derivatives". Section 54 of the Act 

situates that where a public enterprise enters into a derivatives deal, such a deal must be 

documented with the SEC. Similarly, from the description of 'securities exchange' under 

Section 315(3) of the Act, every derivatives market in Nigeria ought to be disclosed to and 

controlled by the SEC. This comprises the several derivatives markets via which derivatives 

may be presented, like exchanges, over-the-counter (OTC) markets and primary markets. 

 

Lately, the Nigerian Stock Exchange (NSE) and Nasdaq publicly proclaimed that they had 

unveiled an innovative market scrutiny platform driven by Nasdaq's surveillance technology. 
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This technology will permit NSE to preemptively observe market manipulation (as well as 

spoofing and layering), identify and dissuade manipulative inclinations, collect intelligence, 

carry out dealers' probe and scrutiny, conduct multi-asset, and cross-market observation, and 

effect risk-grounded management of identified participants (NSE, 2017). 

 

The Central Counterparty (CCP) using the process of novation sanctions derivatives traded on 

the Exchange. The practice of novation comprises a standby of an early contract between 

counterparties corresponding in the interchange engine with a fresh contract between the CCP 

and the financiers; and as a consequence, the CCP becomes the purchaser to the trader and the 

trader to the purchaser. Every day, CCP authorized derivatives are established and gains and 

losses from a day's dealing are subtracted or attributed to an investor's account daily until the 

cessation of the contract. 

 

Derivatives contracts have the possibility of being cash settled or physically settled. Physical 

compensation includes the transfer of the core asset, while the cash-settled agreement is 

established by receiving (or making) the net cash reimbursement of the variance between the 

price at the position's Exchange Delivery Settlement Price (EDSP) and the price centered on 

the former day's concluding rate. This is as a result of the circumstance that all contracts are 

marked to market at the culmination of each exchange day and the CCP also take delivery of 

or reimburses that day's difference margin. 

 

Practitioners are of the opinion that trading derivatives in Nigeria is a very constructive 

development. This hopefulness stemmed from the accomplishment of identical initiative in 

South Africa as an illustration of Africa’s first derivative market. Observers are of the opinion 

that derivatives have experienced rapid development internationally, increasing by over 24 

percent in the last decade with about €457 trillion of notional sum unresolved in 2014. 

European derivatives companies, currently, account for more than 20 percent of the European 

across-the-board financial services subdivision’s incomes and underwrite 0.4 percent to total 

European Gross Domestic Product, GDP (NSE 2017).  

 

The theory of derivatives remains comparatively fresh in the Nigerian financial market 

planetary and has simply been obvious within the Over- the Counter (OTC) section of the 

market. The boundaries of the Nigerian financial market are projected to develop exponentially 

owing to greater liquidity arising from the growth of fresh and sophisticated financial 

instruments.  

 

Considering that the open and see-through financial market place the NSE offers to a varied 

range of national and global investors, it is projected that all market partakers must have the 

adequate aptitude and knowledge-base to handle the complexities and the occasionally abstruse 

features of derivatives. Therefore, the need for training on derivatives considering the shortage 

of local capacity cannot be exaggerated. 

Types of Derivatives in Nigeria 

There are commonly four (4) categories of derivatives 

a. Forwards: These are non-homogenous contracts among two entities to purchase and sell an 

asset at a stated future time at a value decided in the present. 

b. Futures: A futures contract is a contract made on the interchange floor of a futures exchange 

among two entities to purchase or sell an asset (product or financial instrument) at a definite 

time in the future at a definite price. 
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c. Swaps: These are contracts to interchange one sequence of future cash flows for an 

alternative. While the fundamental reference assets can be unlike, e.g., equity or interest rate, 

the worth of the fundamental asset will typically be gotten from an openly accessible price 

source. For instance, under an equity swap, the sum that is funded or received will be the 

difference between the equity worth at the commencement and conclusion date of the contract. 

d. Options: Exchange-traded options are homogenous contracts where one entity has the 

opportunity to acquire something at a pre-decided strike price at a certain point in the future. 

The opportunity, nevertheless, is not a compulsion as the purchaser can permit the contract to 

terminate and walk away. The rate of purchasing an option is the vender's premium, which the 

purchaser must reimburse to acquire the option right. Two categories of option agreements that 

can be either acquired or traded are Call option and Put Option.  

A purchaser of a call option has the privilege but not the duty to purchase the asset at the strike 

price (price paid) at a forthcoming date whereas a trader has the duty to trade the asset at the 

strike price if the purchaser exercises the right. Conversely a purchaser of a put option on has 

the right, but not the duty, to trade the asset at the strike price at a forthcoming date. A trader 

has the duty to acquire the asset at the strike price if the purchaser exercises such right. 

Derivatives can be dealt on or off an Exchange and may take any of the succeeding 

arrangements: 

 a. Exchange-Traded Derivatives (ETD): These are homogenous derivatives agreements 

transacted on a formal exchange, with the counterparties being the holder and the exchange. 

The contract mandates are non-traversable, and their values are openly accessible. 

 b. Exchange-Traded Fund (ETFs): This is a kind of fund trails the performance of an index 

or a commodity. They trade like shares on a stock exchange and obtain their price from the 

index or commodity they monitor. ETFs, afford financiers the prospect to differentiate their 

portfolios without going through the stress of choosing specific securities. 

c. Over-the-Counter Derivatives (OTCs): These are private modified agreements that are 

traded off-exchange absent of a go-between and absent of detailed terms and conditions 

determined and decided by the purchaser and trader (counterparties). As a consequence, OTC 

derivatives are largely illiquid, e.g., forward contracts and swaps. The foremost entities in OTC 

derivatives dealings are banks, non-financial organizations, and companies. 

Uses of Derivatives  

 

Risk Aversion Tools  

One of the most significant services delivered by the derivatives is to control, evade, modify 

and manage competently diverse categories of risks using several approaches like evading, 

arbitraging, dispersal, etc. Derivatives help the holders to hedge or adapt appropriately to the 

risk features of their portfolios. These are definitely valuable in extremely volatile financial 

market circumstances like unpredictable trading, extremely flexible interest rates, unstable 

exchange rates, and fiscal disorder.  

 

Prediction of Future Prices 

Derivatives function as indicators of the imminent inclinations in prices which outcome in the 

detection of new prices on the spot and futures markets. Additionally, derivatives assist in 

circulating diverse information concerning the futures markets interchange of several 

commodities and securities to the public which permit discovery or formation of appropriate, 

spot-on or true equilibrium prices in the markets. As a consequence, derivatives help in proper 

and superior distribution of resources in society. 
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Enhance Liquidity 

 As we see that in derivatives trading, no instantaneous full sum of the contract is obligatory as 

most of them are founded on margin tradeoff. As a consequence, a huge number of traders, 

risk-takers arbitrageurs function in such markets. So, derivatives trading increase liquidity and 

lessen transaction overheads in the markets for underlying assets. 

 

Assist Investors 

The derivatives help the financiers, merchants, and managers of huge pools of funds to invent 

certain strategies so that they may make appropriate asset apportionment, upsurge their 

earnings and realize additional investment goals.  

 

Integration of Price Structure 

 It has been witnessed from the derivatives transaction in the market that the derivatives have 

flattened out price vacillations, squeeze the price range, assimilate price structure at diverse 

points of time and eliminate excesses and deficiencies in the markets.  

 

Catalyze Growth of Financial Markets 

The derivatives trading boost economic trading in the markets, diverse risk-taking predilection 

of the market operatives like investors, hedgers, dealers, arbitrageurs, etc. occasioning in an 

escalation in dealing volume in the country. They similarly fascinate young financiers, 

specialists and other authorities who will function as facilitators to the development of financial 

markets. 

 

Brings Perfection in Market 

Finally, it is detected that derivatives trading improve the market towards ‘complete markets.’ 

Complete market idea discusses a state of affairs where no specific investors can be better off 

than others, or forms of returns of all supplementary securities are covered by the previously 

prevailing securities in it, or there is no supplementary possibility of extra security.  

 

Issues Limiting the Use of Derivatives in Nigeria  

 

Regulatory Controls  

One of the issues facing the Nigerian derivative market has to do with the issues of regulatory 

controls. Controls are implemented by the government regulatory body which is CBN as a 

response to volatility and market instability. The regulatory ambiguities of the CBN guidelines 

recently issued have limited the participation of major foreign financial institutions and 

investors in the derivative market. The guidelines do not cover all critical aspects of derivatives 

transactions. This has had a foremost impact on the derivative markets. That Nigeria has not 

realized a similar level of foreign participation noticeable in South Africa, despite offering 

identical types of products at comparable if not lesser costs possibly has to do with perceived 

regulatory risk.  

 

Issues of Trust 

The regulatory bodies have not been able to prove to Nigerians and investors that they are 

capable and competent in dealing with issues of complaints of mismanagement. There are 

allegations of corruptions at the helms of affairs of the Securities and Exchange Commission. 

Investors want to receive the same guarantees that they receive from banks from the derivative 

market before committing funds to it. 
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Limited Knowledge about the Derivative Market 

Much is not known about the derivative market, most Nigerians don’t understand what the 

derivative market means and as a result, are unable to participate or invest in the market. The 

ignorance is also due to lack of information on the part of the stakeholders enlighten the society 

as to the benefits that can be derived from trading in the market by Nigerians. 

  

Previous Failures of other Markets 

A lot of Nigerians lost their money investing in the capital markets when the economic 

recession hit the country; this has led to a form of fear in which persons are unwilling to invest 

in the derivative market. An ordinary Nigerian believes that to invest in the derivative market, 

special knowledge and skill is required implying that they would have to rely on the services 

of an expert. When all the nitty-gritty of investing in the derivative market is considered, some 

investors may decide to avoid the market because of complexities and technicalities.  

 

Technological Inadequacies  

With technology, the derivative market would be able to expand its reach and expand 

accessibility. As it stands presently, the Nigerian derivative market is not exploiting 

technological applications to the market as it ought to do. The Ponzi scheme was able to 

penetrate the Nigerian market with technology. The derivative market has been hindered in 

Nigeria by the ineffective and inadequate use of technological and computerized trading 

applications.  

 

Recommendations for Overcoming the Impediments to the Growth of the Derivative     

Market in Nigeria. 

 

Risk and Regulatory Management 

A more affirmative overall policy posture towards deregulation and liberalization would go a 

long way in augmenting needed growth in the use of derivatives in Nigeria. With an enhanced 

posture towards liberalization, the market will be able to control risk better as it gradually 

moves towards perfection. However, a situation where regulatory bodies have to continuously 

manipulate the market in form of regulations will continue to hamper the growth of the 

derivative market because these man-made regulations are subject to flaws and deficiencies.  

 

Complaints Management  

The regulatory bodies have to prove to the Nigerian public that they are impeccable and 

trustworthy. The first step to doing this is to resolve pending complaints that have been brought 

against the commission. There should be a financial task force made up of eminent but experts 

and professionals who will intermittently monitor the affairs of the SEC, CBN and other 

regulatory bodies directly or indirectly linked to the derivative market.   

 

Exploit Technological Applications 

The time, effort and money needed to invest in the derivative market or to monitor trading 

activities have been a long-standing complaint.  It is necessary for the process to be streamlined 

and this is where technology comes in. With optimal use of technology, the operations of the 

derivatives market can be streamlined and even fragmented where necessary. When this is 

done, accessibility and visibility will be enriched which will go a long way in promoting the 

growth of the derivative market in Nigeria.  
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Enhance Investor Education 

Notwithstanding good effort by the regulatory authorities, awareness of derivatives is still low. 

With social media and the use of the internet, the exchange commission and other sister 

agencies can collaborate to enhance investor education. It would become important in the days 

to come for the relevant regulatory agencies to invest more in investor education as this would 

serve as a strategic tool for promoting the growth and use of the market among Nigerian youths, 

the working class, the elites, and international investors.   

Conclusion 

The advent and amplified utilization of regulated financial products in Nigeria have invigorated 

the need for custom-made statutes and guidelines to further strengthen the Nigerian derivative 

market. A well-established derivatives market is vital to the progress of the Nigerian financial 

markets. It is nevertheless impossible to optimize the benefit of derivatives where there is no 

solid financial supervisory structure in place and a considerable number of notaries who are 

well-versed on derivatives products and markets to give sufficient advice. It is vital that notaries 

are well knowledgeable on the usage of Derivatives to sufficiently counsel end users on the 

paybacks and likely risks concomitant with derivatives markets, particularly in the absence of 

a well-smoothed and operative supervisory system to guide its usage. 

 

This review, however, concludes that the benefits of the derivative market in Nigeria outweigh 

the risks. Markets with derivatives react swiftly to information as the information is more 

quickly assimilated into the prices of principal securities in the company of derivatives as a 

result of the relationship between the derivatives market and the underlying market. It is 

likewise important to enticing overseas investment, as foreign financiers and investment fund 

directors seem to favor more stylish, refined and financially satisfying investment products like 

derivatives. 
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Abstract: This study investigated the impact of Sustainability Reporting on Firm Financial 

performance in Nigerian consumer goods. The study used data collected from annual reports 

and accounts of the sampled firms for the period of five years (5), starting from 2013 to 2017. 

The study employed ex-post facto research design. Data were analyzed by means of descriptive 

statistics and also correlation analysis was carried out using Pearson Correlation Technique. 

A panel data regression technique was used because the data have time series and cross 

sectional attributes. It was found that firms disclosure of its contribution to community  have 

negative and insignificant impact on financial performance and firm disclosure about 

employees and governance practice have positive and significant impact on financial 

performance. The control variable, which is firm size, has negative and insignificant impact 

on financial performance. Therefore, the study recommends that Nigeria security and 

exchange commission should lay much emphasis on the quality of sustainability reporting 

rather than mere reporting for all consumer goods firms. 

 

Keywords: Sustainability Reporting, Global Reporting Initiative, Community, Employee 

 

Introduction 

Sustainability has become a serious issue that is generating global attention. Prior to the 

emergence of sustainability accounting, stakeholders have confidence in financial reporting of 

companies. This is because they were much interested in the short-term profit maximization.  

 

 However, as a result of global economic crises that led to the collapse of many gigantic 

companies (such as, Enron, Parmalat, WorldCom), corporate firms have become more 

responsive toward disclosing their ethical value, long-term sustainability performance, and 

reputation (Rezaee 2016). In addition, stakeholders have realized that many firms which have 

been praised for contributing to economic and technology advancement are now causing 

environmental and social issues such as, pollution, waste, resources depletion, product quality 

and safety.  Furthermore, the rights and status of workers, unemployment and the power of 

large corporations have become the focus of increasing attention and concern (Hussainey & 

Walker 2009).  

 

Thus, these issues have necessitated the demand for more disclosure on firm’s non-financial 

performance by stakeholders. They needed to know the impact of the firms’ activities on them 
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and their environment. However, Cohen, Holder-Webb, Nath and Wood (2012) argue that 

nowadays, stakeholders show more concern in non-financial disclosures than the disclosure of 

traditional financial performance. Global Reporting Initiative (2011) defines ‘Sustainability 

Reporting’ as “the practice of measuring, disclosing and being accountable to internal and 

external stakeholders for organizational performance towards the goal of sustainable 

development” Thus, the clamor for sustainability reporting is based on the premise that it would 

not only help stakeholders to make decisions but enhance both the financial and non-financial 

performance of the firms. Furthermore, it will increase its competitive advantage and create a 

long term success and good reputation of the firms. 

 

The Nigerian consumer goods sector occupies important position in the Nigerian economy and 

contributes immensely to the development of the country. This sector remains one of the fastest 

growing sectors of the economy and we believe opportunities still exist in this sector. Despite 

the fact that this sector received the worst hit from the economic recession that threatened most 

businesses in the country in 2016. It reported a profit after tax of about 41% in 2016 i.e #67 

billion compared to #114.8 billion for 2015. The sector has attracted and retained foreign 

investment over decades. The latest is the boom in the retail sector, one that has spurred the 

entry of foreign capital through physical stores like Shoprite and online supermarkets like 

jumia.com.. However, after the recovery of the Nigerian economy from a six-quarter long 

recession, which ended in 2017, the consumer goods market is back on track to trend upwards 

as Nigeria is predicted to become one of the top 20 economics in the world by 2030.Currently, 

retail and wholesale sales make up 16 percent of Nigeria’s GDP making retail and consumer 

goods the third largest contributors to the Nigerian economy (Aluko, 2018). Therefore, much 

attention should be paid to this sector considering its significance to the Nigerian economy. 

 

The researcher was moved to research on this because most of the studies were conducted in 

the international arena. And very few studies on this have been conducted in the local arena 

(Nigeria). such as (Isa, 2014, Ngwakwe, 2009, Nnamani, Onyekwelu  & Ugwu 2017, Nwobu, 

2013, Nze, Okoh and Ojeogwu 2016, Olayinka and Temitope, 2011, Onyekwelu & Ekwe 2014 

Oyewo, 2014,  Oluwagbuyi & Adaramola 2013,  Utile et al 2017). But to the best of the 

researcher’s knowledge, the past researches have not covered Nigeria consumer goods sector 

as a whole. Rather majority of them dwelled on banking sector. They have not also determined 

the specific impact of community performance disclosure and employee performance 

disclosure on financial performance of consumer goods. Again, they have not covered a period 

from 2013 to 2017. They have not also used governance as a category of sustainability 

reporting. 

Therefore, it is based on the above stated problems that the researcher want to contribute to 

existing literature by studying the impact of sustainability reporting on financial performance 

of listed Nigeria consumer goods firms; with the specific objectives as follows: 

(i) To determine the impact of community investment disclosure on financial 

performance of Nigeria consumer goods firms 

(ii) To ascertain the impact of employee disclosure on financial performance of Nigeria 

consumer goods firms 

(iii) To find out the impact of environmental disclosure on financial performance of 

Nigeria consumer goods sector 

(iv) To determine the impact of governance disclosure on financial performance of 

Nigeria consumer goods sector. 

However, the remaining part of this paper is organized as follows: section 2 is the literature     

review, section 3 is about methodology, section 4 is result and discussions, and section 5 is 

conclusion, findings and recommendation. 
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Review of Related Literature  

 

Conceptual Framework  

 According to the International Institute of Sustainable Development (IISD), the concept of 

Sustainability Reporting has evolved since 1980s when the first environmental report appeared. 

It is sometimes also referred to as – Corporate Responsibility Reporting (CRR) or Triple 

Bottom Line (TBL) Reporting. 

 

However, under Global reporting initiative Guidelines (G4, 2013), sustainability reporting is 

defined as “a process that assists companies in setting goals, measuring performance and 

managing change towards a sustainable global economy – one that combines long term 

profitability with social responsibility and environmental care. Sustainability reporting is the 

key platform for communicating the company’s economic, environmental, social and 

governance performance, reflecting positive and negative impacts.” 

 

One of the objectives of any organization is to grow and progress and this can be achieved 

through continuous performance (Gavrea, Ilies & Stegerean, 2011). The concept of corporate 

performance has not been unanimously defined. (Daft 1991, cited in Fauzi, Svensson, and 

Rahman, (2010) defined corporate performance as the ability of the organization to meet its 

targets by using the available resources in a more efficient and effective way. Lebans and Euske 

(2006, cited in Gavrea et al., 2011) gave a set of definitions to buttress the concept of 

organizational performance: Performance is a set of financial and non-financial indicators 

which give information on the extent of achievement of objectives and results; Performance is 

dynamic, requiring judgment and interpretation; Performance may be demonstrated by using a 

fundamental model that describes how existing actions may influence future results; 

Performance may be understood differently depending on the person involved in the 

assessment of the organizational performance (e.g. performance can be understood differently 

from a person within the organization compared to one from outside); To define the concept of 

performance, it is important to understand its  characteristic looking at each area of 

responsibility; and to report an organization's performance level, it is necessary to be able to 

quantify the results. (Fauzi et al., 2010) divide corporate performance into operational and 

financial performances. Operational performance includes: (i) market share, (ii) product 

quality, and (iii) marketing effectiveness. Financial performance is broken down into two 

subcategories: (i) market-based performance (e.g., stock price, dividend payout and earnings 

per share) and (ii) accounting-based performance (e.g., return on assets and return on equity). 

The corporate performance in accounting literatures refers normally to financial aspects such 

as profit, return on assets (ROA) and economic value added (EVA), using the nick name of 

‘the bottom line’ (Fauzi et al., 2010). 

 

In line with the above definitions, the concept of financial performance can be perceived as the 

ability of an organization to manage its monetary resources efficiently, in order to achieve its 

goal. 

 

Global Reporting Initiative (GRI) 

This is an international organization that is non -profit oriented. The organization focused 

mainly on providing sustainability reporting framework that can be used globally by 

companies, irrespective of the geographical location and size of the company. This is in attempt 

to address the issue of accountability and transparency on sustainability performance of 

companies. The GRI committee launched the first set of sustainability reporting guideline in 

June 2000. The second generation G2 was launched in 2002 at the world summit on 
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sustainability development in Johannesburg, in 2006 the third generation G3 was launched and 

the fourth generation G4 was launched in 2013 at Global conference held on 22nd May.  

 

Theoretical Framework 

A lot of theories have been established to add value to the concept of sustainability reporting. 

It is apparent that a single theory cannot fully explain the concept of sustainability reporting. 

Therefore, this study is tied up on two theories: Legitimacy Theory: Lindblom (1993) defined 

legitimacy as- “a condition which exists when an entity’s value system is in harmony with the 

value system of society.” This theory maintains that it is of great importance for firms to meet 

up with the societal expectations to ensure the survival of firm in the long-term. (Patten, 1992; 

Deegan, 2000) argues that sustainability reporting tends to low the risk of regulatory actions 

and boycotts by stakeholders, and it strengthens the firm’s license to function. According to 

legitimacy theory, it is necessary to achieve society’s approval for the company to survive 

(Campblell, Craven, & Shrives, 2002). 

 

Therefore, a firm cannot survive if its value system is not in harmony with that of the society. 

Recall that the essence of having business firm is to enhance the quality of life in the society. 

More so, it is through sustainability reporting that the society can understand whether firms are 

actually discharging their legitimate responsibility or not. 

 According to Freeman (1984), the stakeholder theory maintains that firms have stewardship 

role towards a variety of stakeholders, different from shareholders, i.e. creditors, customers, 

suppliers, employees, government, community, environment, future generations, etc. King 

(2002) acknowledged the importance of integrated sustainability reporting in strengthening the 

relationship between firm and society in which it operates. Being insensitive to stakeholders’ 

interests may detract firm’s reputation, which would adversely affect firm’s operational and 

financial performance. 

Therefore, firms owe these stakeholders a lot including making adequate disclosure of financial 

and non-financial information hence; mitigating information asymmetry.  

 

Empirical Review of related Literatures 

Aggarwal (2013) studied the impact of sustainability reporting on the financial performance of 

listed Indian companies. Using secondary data and employing multiple regression and 

correlation for the period of two years, the study finds that there is no significant association 

between overall sustainability rating and financial performance, however, four components of 

sustainability ie community, employee, environment and governance have significant but 

varying impact on financial performance. 

 

Aondoakaa (2015) examined impact of sustainability reporting on corporate performance of 

selected quoted companies in Nigeria. The study focused on 64 quoted companies in Nigeria, 

for the period of 11 years. The dependent variable used are, return on assets, return on equity, 

net profit margin and earnings per share. However, using secondary data and espousing 

multiple regressions, the result reveals that sustainability reporting has positive impact on 

financial performance of companies investigated. 

 

Norhasimah, Norhabibi, Nor, Sheh, Qamarul & Inaliah, (2015) studied the effect of 

environmental disclosure on financial performance in Malaysia using the Malaysian Public 

Limited Companies. Non probabilistic sampling (purposive sampling) was used to get the 

sample of 100 companies of market capitalization for the year 2011.  Data were gathered from 

annual reports of these companies. An environmental index was created, 10% of the total 

sample was selected to conduct a pilot test of ten (10) companies. ROA, EPS and ROE were 
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used to measure performance. Spearman’s correlation and multiple regressions were used for 

data analysis. Findings showed that there is a significant relationship between total 

environmental disclosure and financial performance. 

 

Nze, Okoh and Ojeogwu (2016) examined the effect of corporate social responsibility on 

earnings of quoted firms in Nigeria. Data for the study were secondary and were sourced from 

firms’ financial statements and the fact book of Nigerian Stock Exchange. The two firms 

studied were chosen from the oil and gas industry in Nigeria using the simple random sampling 

technique. The study covered a ten year period. Data were analyzed using the ordinary 

regression analysis. The results show that CSR has a positive and significant effect on earnings 

of firms studied. 

 

Hong et al (2017) studied the quality of sustainability reports and corporate financial 

performance: evidence from Brazilian listed companies. The sample was composed of all firms 

listed on ISE from 2008 to 2014. Data were gathered from the sustainability reports of 

companies. The accounting based index considered are: ROA, ROE, Net margin % and 

operational cash flow while price earning, Tobin Q represented by price/book value and market 

capitalization as market based index and size and leverage were used as control variables. 

Multiple regressions were used for data analysis. The main findings show there is no 

association between accounting and market-based variables and the reporting quality, and 

although the quality disclosure is improving throughout the years studied, the scores are still 

low.  

 

Nnamani, Onyekwelu, and Ugwu (2017) studied effect of sustainability accounting and 

reporting on financial performance of listed manufacturing firms in Nigeria. Data were 

gathered through secondary sources. The period covered 2010 – 2014, they sampled 3 firms in 

the brewery sector. expost facto research design was used. ROA and ROE were used as 

dependent variable while independent variables were total personal cost to total assets ratio and 

total equity to total assets ratio. Their finding showed that sustainability reporting has positive 

and significant effect on financial performance of firms studied. 

 

Utile et al (2017) studied environmental reporting and the financial performance of listed 

manufacturing firms in Nigeria. The sample was drawn from ten manufacturing firms listed on 

Nigeria stock exchange. expost facto design was used and random effect regression was used 

for data analysis. Independent variables used are erosion control reporting index, waste 

management reporting index and air pollution reporting index while the dependent variable is 

earnings per share. The period covered is from 2011 – 2015 and a sample of 12 was drawn out 

of all 87 companies in Nigeria that are of manufacturing nature and listed in NSE. They found 

that erosion control and air pollution have significant effect with financial performance while 

waste management reporting has negative but significant effect on firms financial performance. 

The result proves that environmental reporting has significant effect on firm financial 

performance. 

 

Methodology 

 

Population of the Study 

This research adopts an ex-post facto research design which is undertaken after the events have 

taken place and the data are already in existence (Asaolu, Agboola, Ayoola, & Salawu, 2011). 

Data for the study were collected from annual reports and accounts of the sampled companies 

listed in the Nigerian Consumer Goods Sector for the period of five years (2013 - 2017). The 
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year 2013 was chosen as the base year because the global reporting initiative guideline fourth 

generation (G4) was launched in 2013. 

 

The population of the study consists of all the twenty-three (23) consumer goods companies 

that are quoted on the Nigeria Stock Exchange as at 31st December 2017.  The population 

comprises: Cadbury Nig. Plc, Champion brewery, Dangote flour mill, Dangote sugar refinery, 

DN Tyre& rubber plc, Flour mills Nig. Guinness Nig., Golden Guinea, Honeywell flour mills, 

International breweries, Mcnichols plc, Multi trex, Nig. Enamelware, Northern Nig. Flour 

mills, Nascon Allied, Nestle Nigeria, Nigerian brewery, Pz cussions, UTC, Union Dicon salt. 

Unilever, Seven up and Vitafoam. 

 

Sample Size and Sampling Technique 

Judgment sampling technique was used in arriving at sample size of the study. Judgment 

sampling involves the choice of subjects who are most advantageously placed or in the best 

position to provide the information required. Thus, a two-point filter was used in arriving at 

the sample size of the study. For a company to qualify as a sample, the company must satisfy 

the following: 1) it must not have been delisted for the entire period of the study and must also 

be in operation for the period of the study, and 2) it must have the required data for the study. 

The first selection criterion is to ensure the complete observation of the disclosure behaviour 

of a company in the entire period covered by the study and to satisfy the minimum requirements 

of a longitudinal study. The second selection criterion is to avoid redundant sample. Based on 

the first criterion, UTC Nigeria plc, Multi trex Nigeria plc and Golden Guinea Nigeria plc are 

excluded from the sample size. However, Mcnichols, Nigeria Enamelware, DN Tyre and Union 

Dicon do not have the required data throughout the period of the study and therefore excluded 

from the sample. The application of the above criteria results in the emergence of Cadbury Nig. 

Plc, Champion brewery, Dangote flour mill, Dangote sugar refinery, Flour mills Nig. Guinness 

Nig., Honeywell flour mills, International breweries, Northern Nig. Flour mills, Nascon Allied, 

Nestle Nigeria, Nigerian brewery, Pz cussions, Unilever, Seven up and Vitafoam. 

 

Method of Data Analysis 

For the purpose of this study, the techniques that were used to analyze the data generated are 

descriptive statistics, regression and correlation. This is consistent with the work of Chtourou 

et al (2001). Pearson correlation coefficient is the most commonly used coefficient. It is the 

method that measures both the degree (strength) of association and direction of variables. It 

will enable the researcher to assess the strength of relationship among the variables. This means 

the use of percentage, mean, median; mode, maximum, minimum and standard deviation will 

be employed to explain the differences between dependent and independent variables. For the 

purpose of this study, multiple regressions will be employed. This is because, when a given 

dependent variable is influenced by several independent variables, it will be more appropriate 

to use multiple regressions. 

 

Method of Data Collection 

For the purpose of this study, the researcher used annual reports and accounts of the selected 

companies for the study; also the global reporting initiatives (G4) guideline was used and 

reference was made to relevant journals. However, annual reports are perceived by 

stakeholders as the most vital source of business information. (Beretta & Bozzolan, 2004 in 

Ndukwe, 2009:87). 
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Measurement of Variables 

The variables of this study are both dependent and explanatory. 

The dependent variable is financial performance proxy by earnings per share. This is measured 

by profit after tax divided by number of ordinary shares outstanding. Earnings per share are 

chosen because it incorporates the two financial performance measure that is accounting based 

and market based measures. While earnings are an accounting based, no of shares is market 

based. This is in agreement with Aondoakaa (2015). 

 

Explanatory Variables  

The explanatory variable of this study is made up of independent and control variables 

(a) Independent variables 

The sustainability rating, such as Community performance rating (COM), Employees 

performance rating (EMP), Environment performance rating (ENV) and Governance 

performance rating (GOV) were used as proxy to measure sustainability performance of firms. 

These were measured using scoring index based on performance indicators selected from 

Global Reporting Initiative guidelines as used in previous studies (Aondokaa, 2015, Burhan & 

Rahmanti, 2012, Khaveh, et al 2012). These were calculated based on the number of indicators 

that were disclosed (occurrence) and the level of disclosure. The researcher assigned 1 if a 

company disclosed any indicator in the annual report or otherwise 0 if no indicator is disclosed.  

Therefore, community, employees, environment and governance index = Total Level of 

Disclosure divided over Total Occurrence. 

(b) Control Variables  

The control variable in this study which is included in the model is firm size; which is measured 

by using the natural log of total assets. This is in agreement with Aondokaa (2015). 

  

Model specification 

To determine the relationship between the variables, the researcher espoused on the model used 

by Aggarawal (2013). 

Thus, this regression equation could be expressed as follows: 

EPS = c + b1COM + b2EMP + b3ENV + b4GOV + b5FS + εit 

Where: 

EPS = Earnings per share 

COM = Community 

EMP = Employment 

ENV= Environment  

GOV = Governance 

FS = Firm Size 

ε   = Error term 

c 

b1 –b5 

 

Result and Discussion 

This section presents the result and discussed major findings. The study uses regression model 
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Table 1: Descriptive Statistics of the Variables 
Variable Obs Mean Std. dev. Min Max 

Eps 

com 

emp 

env 

gov 

fs 

80 

80 

80 

80 

80 

80 

-.1807499 

.7625938 

.77695 

.1322437 

.6547413 

7.680089 

37.13243 

.0980267 

.0805017 

.2438414 

.2024874 

.5424124 

-281.58 

.5976 

.6435 

0 

0 

6.240489 

54.29 

.9451 

.9342 

.6432 

.8734 

8.634522 

Source: Generated by the Author from the Annual Report Data of Nigeria Consumer Goods firms. 

 

From table 1, it is revealed that the mean value of earnings per share is -0.18 which means low 

degree of disclosure especially in the aspect of environmental performance. Again some 

companies recorded negative earnings per share which could also attribute to the negative mean 

value. The standard deviation of 37 shows a wide dispersion among the sampled companies 

with least and highest being -281 and 54.29 respectively. This result is consistent with that of 

(Aondoakaa, 2015 and Utile et al 2017). Meanwhile, community has a mean value of 0.76 

which means that the firms made 76% disclosure on community performance. While employee, 

they made 77%, environment was 13% and governance 65% disclosures. 

 

Table 2: Correlation Matrix of Dependent and Explanatory Variables 
Variables Eps Com emp env gov fs Vif 

Eps 

com 

emp 

env 

gov 

fs 

 

1.0000 

-0.0165 

0.1890 

0.0792 

0.04661 

0.0192 

 

 

1.0000 

0.3422 

-0.3483 

-0.1611 

0.2547 

 

 

1.0000 

-0.0039 

-0.0413 

0.1158 

 

 

 

1.0000 

0.1172 

0.4319 

 

 

 

 

1.0000 

-0.1844 

 

 

 

 

 

1.0000 

 

1.68 

1.16 

1.79 

1.09 

1.69 

 

Source: generated by the Author from annual reports and Account of Nigeria consumer goods firms 

 

The result of correlation as shown on table 2 indicates that the coefficients of dependent and 

explanatory variables are 1.0000 along the primary diagonal. This is so because each variable 

has a perfect positive relationship with itself. The correlation coefficient of Community (COM) 

and earnings per share (EPS) is -0.0165. This indicates that COM and EPS are weakly and 

negatively correlated. The correlation coefficient of employee and eps is 0.18 which shows 

strong and positive relationship. While environment and governance show correlation 

coefficient of 0.08 and 0.05 respectively; this indicates that both of them are weakly and 

positively related with EPS. The firm size with correlation coefficient of 0.02 signifies that it 

is weakly and positively related with EPS. Finally, the variance inflation factor (VIF) for all 

the explanatory variables ranges from 1.09 to 1.79.  This indicates the absence of 

multicollinearity as 3.00 and 5.00 are still acceptable as proof of absence of Multicollinearity 

(Muhammad, 2009 and Samaila, 2014). 

 

Table 3: OLS Regression Result 
Variables  Coefficient Std error T  P>/t/  

Constant 

Com 

Emp 

env 

gov 

Fsize 

R-square 

AdjRsquared 

F-statistics 

Prob>F 

-183.0696 

- 22.77544 

 99.39557 

- 7.927137 

90.61229 

8.431227 

                     0.2703 

                     0.2210 

                     5.48 

                     0.0002 

69.81304 

48.73214 

49.24425 

20.25397 

19.00292 

8.837263 

 

- 2.62 

-0.47 

2.02 

-0.39 

4.77 

0.95 

0.011 

0.642 

0.047 

0.697 

0.000*** 

0.343 

Source: Generated by the Author from the Annual Report Data of Nigeria Consumer Goods firms. 
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The regression results indicate an F statistic of 0.000 which is significant at 1% implying that 

the model used for the study is fit to determine the relationship between the variables. The 

result also shows an R2 of 0.2704 which shows that 27.04% of the variation in EPS depends on 

the variation in COM, EMP, ENV and GOV, this means that about 72.96% of the variation in 

EPS is accounted for by factors other than the predictor variables. It further shows an Adjusted 

R2 of 22.1 % which gives a difference of 4.94% indicating that if data from the entire population 

were sampled for analysis this result would have differed from that of the entire population by 

4.94% implying that the sample represents 95.06% of the population which is reasonable 

enough for generalization. This result is consistent with that of Akinlo and Iredele (2014) 

against Pratheepkanth (2011) who found an inconsistent result using the same variables. 

 

Conclusion and Recommendation 

The researcher has made the following findings based on the result of the regression analysis 

conducted: Community investment disclosure and environmental performance disclosure have 

negative and insignificant impact on earnings per share of Nigeria consumer goods firms. This 

mean that as firms make more disclosure on investment in community and environmental 

performance, earnings per share will decrease. However, Governance has positive and 

significant impact at 1% with earnings per share of Nigeria consumer goods firms. This means 

that the more they disclose their governance performance the earnings per share will increase. 

Also, Employee performance disclosure has positive and significant impact on earnings per 

share of Nigeria consumer goods firms. This means that as firms disclose their employee 

performance then earnings per share will increase.  

 

The researcher has drawn the following conclusions from the result presented. The disclosure 

of investment in community by Nigeria consumer goods firms will not lead to an increase in 

their earnings per share. Also, the employee performance disclosure and environmental 

performance disclosure will not result to increase in earnings per share of consumer goods 

firms. On the contrary, governance performance disclosure and increase in firm size will result 

to increase in earnings per share of consumer goods firms. Apart from firms’ contribution to 

community, they should also consider other factors like product quality, price, marketing 

strategy which has the ability to influence their financial performance. That listed Nigeria 

consumer goods firms should improve on the level of disclosure of its responsibility to 

employees as this will enhance their financial performance. The national environmental 

protection agency with other regulatory bodies like SEC and financial Reporting Council 

should ensure that these firms disclose their environmental impact as mandatory. 
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Abstract: The undeniable benefits derived from employing Quantitative Techniques (QTs) have 

made them acceptable as essential decision making tools widely used in business organizations 

in developed countries. In Developing countries and particularly in Nigerian construction 

industries however, despite persistent poor projects delivery that recorded the use of QTs was 

reported to be low and the reasons behind that were not established. However, one possible 

explanation for the low level of adoption of the QTs could be the lack of acceptance among 

practitioners in the industry. Therefore, the purpose of this study was to investigate the 

acceptance of QTs among the Nigerian construction industry practitioners with a view of 

improving adoption level. The research was a cross sectional survey conducted through 

structured questionnaire where 196 respondents were obtained through quota sampling in four 

of the geo-political zones in Nigeria. The data gathered was analysed, with the help of SPSS, 

using percentages, frequencies, Means and standard deviations presented in text and tables. 

The key finding was that QTs were accepted (with mean score of 3.639) in the Nigerian 

construction industry therefore it is not among the reasons for the low adoption level. It was 

recommended that relevant stakeholders should collaborate to build the capacity of the 

industry practitioners towards the adoption of QTs as lack of training on the QTs among 

practitioners was found to be very high. 

 
 

Keywords: Decision making, Quantitative Techniques, Innovation, Acceptance, Adoption and 

Practitioners. 

 

Introduction 

Decision making is probably the most recurring decimal of life (Abubakar & Nor, 2012). 

Business-wise, it is related to almost all managerial functions and is an essential process in 

organisational effectiveness (Okechukwu, Uzoma, & Wilfred, 2012). Making effective 

decisions is a systematic and stepwise process (Chartered Institute for Management 

Accountants, 2007) that involves qualitative or quantitative evaluation of the problem, the 

selection of the best solution and judicious implementation of the solution. 

Qualitative evaluation requires the use of personal judgment, opinion and past experience of 

the decision maker to arrive at a solution. However opinion and judgment are subjective and 

therefore could change from time to time, situation to situation and from individual to 

individual (Anene & Oyelere, 2014). 
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Quantitative evaluation, on the other hand, is scientific in nature and involves the formulation, 

analysis (statistical, mathematical, or numerical) and integration of data in the form of physical 

quantities through model building which is then solved and the result provided information that 

enables a manager to make logical, objective and best decision given the situation (Anene & 

Oyelere, 2014) – the methods used to achieve this are referred to as Quantitative Techniques 

(QTs). QTs (referred to by many names including Management Science, Decision Science, 

Analytical Technique, Operations Research, etc.) are best employed when the problem at hand 

is complex, repetitive and has quantifiable data (Okonkwo, 2010). It should be noted however 

that, in practice while QTs assist decision makers, it cannot replace their individual judgment 

(Mohammad, 2011).    

QTs are so versatile that they can be applied in almost all fields of human endeavour. They 

address diverse problems in marketing, finance, education, manufacturing, defense, inventory 

control and many others (INFORN, 2016). Since their origin during World War II, public and 

private enterprises have applied such techniques to solve organisational problems 

(Mohammad, 2011). Examples of QTs include Linear Programming, Non-Linear 

Programming, Network Analysis, Markov Chain, Decision Theory, Simulation, Control 

Charts, Significance Tests, etc.   

According to the Institute for Operations Research and Management Sciences (Ighomereho, 

2013), QTs assists in making effective decisions that lead to efficiency, increase in productivity 

and overall firm performance (Ighomereho, 2013). Carlos (1997) reported some benefits of 

adopting QTs in decision making by some institutions of higher learning which include more 

efficient service delivery. Similarly, Okonkwo (2010) reported some benefits among Nigerian 

companies which include increase in productivity and revenue, cost reduction, efficiency of 

operations and value for money. 

In the construction industry, a lot of the work encountered throughout construction project 

lifecycle is of quantitative nature (Woodward, 1975)which is why researchers recommended 

the use of QTs in the industry to enhance decision making(Bardai, 2009).Projects failures in 

the construction industry have been linked to ineffectiveness of decision making (Albert, 

David, & Ada, 2004). In South Africa some researchers have found that making of bad business 

decisions by inexperienced managers was the cause of failure of the construction industry there 

(Chikezie, Clinton, & Thwala, 2015).  

While QTs are being widely and copiously used in the developed world (Anene & Oyelere, 

2014; Harris and McCaffer, 2013), in Nigeria, many researchers have reported low level of 

usage of QTs among business organisations (Ighomereho, 2013). Similarly, surveys conducted 

in the Nigerian construction industry also show low level of usage of the QTs surveyed which 

include Gantt charts, Network Analysis (Critical Path Method and Programme Evaluation and 

Review Technique), Line-of-Balance, Cost Benefit Analysis, Sensitivity Analysis and 

Simulation (Ahmad & Namala, 2015; Olateju, Abdul Azeez & Alamutu, 2011; Idoro & Olalusi, 

2007). 

Why is the level of adoption of QTs among practitioners (who are the end-users) in the Nigerian 

construction industry low? One possible reason that could account for the low level of adoption 

of the techniques may be that they lack end-user acceptance in the industry. Therefore, the 

purpose of this study was to investigate the acceptance of QTs among the Nigerian construction 

industry practitioners with a view of improving adoption level. The result from this study will 

give an indication of whether end-user perception is favourable toward QTs (i.e. their 

acceptance) or not. This will act as a stepping stone towards understanding the reasons behind 
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the low adoption level of QTs in the industry and will therefore provide an empirical evidence 

for the way forward. 

Generally, the acceptance/adoption of new ideas, methods or technology by organisations is 

influenced by many factors ranging from individual to organisational and environmental 

(Damanpour, 1991). Many theories have been postulated that provided empirical bases for 

assessment of the different variables that govern the innovation acceptance behaviour of 

organisations. The results of such assessment give an indication of the perception of end-users 

regarding the innovation (which shows their likely behaviour or intent towards the innovation). 

One of such theories is the Unified Theory of Acceptance and Use of Technology (UTAUT) 

which is based on the individual innovation acceptance paradigm. The UTAUT model, 

validated by its postulators and others, even cross culturally (Oshlyansky, Cairns, & 

Thimbleby, n.d.), has been used with appreciable success and was therefore adapted to 

investigate the acceptance of QTs by practitioners in the Nigerian construction industry. 

Literature Review 

This section presents a review of relevant literature on the key variables of: Decision Making, 

Quantitative Techniques, Innovation Adoption and Acceptance. It also provides insight on the 

theory (UTAUT) upon which the research was hinged. 

Decision Making and Quantitative Techniques 

Decision making has been defined by many expert and scholars. Neil (2000) said “Decision 

making is about deliberately opting for one choice from two or more, proactively to optimize 

a situation or outcome and not let it happen by default" (pg5). The quest to make good and 

effective decision is the reason behind any application of QTs anywhere and by whomsoever. 

Making effective decisions is a systematic and stepwise process that involves qualitative or 

quantitative evaluation of the problem which leads to a solution. Problem solving using QTs 

involves seven steps namely: identification of the problem; specifying objectives and decision 

criteria; development of set of alternative solutions; evaluation of the alternatives; selection 

and Validation of an alternative; implementation of the selected alternative and; evaluation of 

the results. 

QTs are classified into mathematical techniques, statistical techniques and programming 

techniques. Examples of the techniques include: set theory, matrix analysis, differentiation, 

collection of data, measures of central tendency, correlation, regression, interpolation and 

extrapolation, ratio analysis, probability theory, linear programming, queuing theory, inventory 

theory, theory of games, decision theory, network programming, simulation, non-linear 

programming. 

Broadly, QTs are applied in planning (including strategy formulation); forecasting; allocation; 

scheduling; facilities and systems design; supply chain management; performance 

management (control); pricing; appraisal; operations management and the analysis of large 

databases (Okonkwo, 2010). Ighomereho, (2013) have also outlined 21 specific areas where 

OR can be applied in Nigerian business organisations. 

Researchers have established many benefits to organisations that adopt QTs.  In Nigeria, 

Okwonko (2010) reported in his study the following benefits obtained from the use of OR 

techniques by the companies he surveyed: increase productivity and revenue, reduce cost, and 

Enhance efficiency. 
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Innovation Adoption  

There are many theories of technology (innovation) acceptance that attempt to explain the 

situational, personal and structural variables which influence the innovation adoption 

behaviour of organisations. The various technology acceptance constructs are based on either 

individual or organisational level adoption. The present study intends to adapt the Unified 

Theory of Acceptance and Use of Technology (UTAUT), which is based on the individual 

innovation acceptance paradigm, to investigate the acceptance of QTs in the Nigerian 

construction industry to predict their future adoption prospect in the industry. 

 
Figure 2.1: The UTAUT Model 

Source: Venkatesh, Michael, Gordon and Fred (2003) 

The UTAUT theory, developed and proposed by Venkatesh, Michael, Gordon and Fred (2003), 

integrated many fragmented theories and researches on individual acceptance of information 

technology or system into a unified framework by capturing the essential elements of eight 

previously established models namely; Theory of Reasoned Actions (TRA), Technology 

Acceptance Model (TAM), Motivational Model (MM), Theory of Planned Behaviour (TPB), 

Combined TAM and TPB, Model of PC Utilization (MPCU), Innovation Diffusion Theory 

(IDT) and Social Cognitive Theory (SCT).  

The UTAUT model, depicted in the figure below (Venkatesh, Michael, Gordon, & Fred, 2003), 

postulated that four independent variables play a direct and significant role as predictors of 

behavioural intention and use behaviour (dependent variables) - performance expectancy; 

effort expectancy; social influence; and facilitating conditions, under the moderating influence 

of four second order variables – gender, age, experience and voluntariness of use. 

Performance expectancy (PE) 

This independent variable is defined as the extent of belief of an individual on the utilisation 

of a system to gain a required result from a job. It is a predictor of intention under the 

moderating influence of gender and age. 

Effort expectancy (EE) 

Independent variable which is the degree of ease related to the use of the system, as perceived 

by individuals. It predicts intention moderated by gender, age and experience. 
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Social influence (SI) 

This is the degree to which an individual perceive as important others believe that he should 

use the system.  It is an independent variable which effect on intention is moderated by gender, 

age, experience and voluntariness. 

Facilitating Conditions (FC) 

This describes the extent to which organisational and technical infrastructure exist to support 

the use of the system.  This independent variable affects use behaviour and was found to be 

non-significant when performance expectancy and effort expectancy construct are present 

(Venkatesh et al, 2003).   

This study did not consider the usage behaviour construct since it was cross-sectional and the 

variable dependence on behavioural intention construct can only be established by a 

longitudinal study (this was not a problem since according to Venkatesh, et al, 2003 intention 

is a definite predictor of usage behaviour) consequently, FC construct was also not included as 

it only predicts usage not intention of use. Similarly, moderators with indirect influence on 

behavioural intention were not considered as a result SI construct was also not considered since 

its influence on intention was then non-significant. Therefore only performance expectancy 

(PE) and effort expectancy (EE) constructs were taken as the predictors of behavioural 

intention (BI) for adoption of QTs. 

Methodology 

Research Design 

This research has covered the North West, the North East, the North Central and the South 

West zones of Nigeria, the remaining two zones (the South East and the South South) were 

missed as a result of rising insecurity. The study was a cross-sectional survey carried out using 

structured questionnaire. The population of the study was infinite which consisted of all the 

construction industry practitioners within all the practice areas (Physical planning, Project 

management, Production management, etc.) at all levels (top, middle and lower).  

Through quota sampling technique 400 structure questionnaires were self-administered to 

respondents belonging to three different stakeholder organisations groups namely: corporate 

clients, consultants and contractors of which 196 were returned indicating 49% response rate. 

Moser and Kalton have shown that a response rate of between 30 – 40% is significant (Anene 

& Oyelere, 2014); therefore the 49% (which is above this range) is acceptable. The data 

gathered was quantitatively analyzed using Statistical Package and Service Solution (SPSS).  

Data Collection Instrument 

The questionnaire contains some background data on respondents as well as 11 adapted 

UTAUT model questions, built on five point Likert-scale aimed at finding the acceptance of 

QTs among practitioners based on the adapted UTAUT model. The face and content validity 

check for the instrument was made using some academic staff of Building Department of 

Ahmadu Bello University, and industry practitioners. Also its reliability was tested using 

Cronbach’s Alpha coefficient which was found to be 0.925 indicating strong reliability. 
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Data Analysis 

 

 

 

 

 

 

 

 

 

Figure 3.1: The Research Model Adapted from the UTAUT Model  

The modified UTAUT model which was adopted for this research is show in figure 3.1 above. 

Eight adapted questions from the UTAUT were asked (to reflect the research model) with 

responses built on five point Likert-scale. Data obtained was analysed using descriptive statistic 

including the computation of the Mean Item Score (MIS) for each of the two independent 

variables that were indicated to influence intention to use QTs. The result shows the acceptance 

of QTs by practitioners (Venkatesh, Michael, Gordon, & Fred, 2003): 

• An MIS between zero and 2.5 (0 ≤ MIS < 2.5) means that practitioners have not 

accepted QTs and it is therefore less likely that practitioners will adopt QTs at least in 

the foreseeable future. 

• An MIS greater than or equal to 2.5 and less than 3.5 (2.5 ≤ MIS < 3.5) means that 

most of the practitioners have not yet form an opinion about the techniques. The 

implication is that with some effort they can be influence to have favourable outlook 

toward the QTs (accept them) and therefore be more incline to use it in the future. 

• An MIS greater than or equal to 3.5 (MIS ≥ 3.5) means that practitioners have accepted 

the QTs and it is highly likely that they will adopt them in the future. 

 

Results and Discussions 

Questionnaire Distribution 

The table below shows the questionnaire administration details and the response rate. 

 

 

 

 

 

 

Performance 

Expectancy (PE) – 

Perception of QTs 

Effort     Expectancy 

(EE) – Perception of 

QTs 

Behavioural         

Intention (BI) to 

Adopt the QTs 

Social    Influence (SI) 

– Perception of QTs 

 



Dutse International Journal of Social and Economic Research Vol. 4, No. 1 July 2020 

  

 

51 

 

Table 1: Questionnaire Distribution 
Questionnaire Frequency % 

No. Administered 400 100 

No. Returned 196 49 

Not Returned 204 51 

Source: Field Survey (2018) 

Respondents Background 

Table 2: Respondents Demography 
S/NO DEMOGRAPHY FREQUENCY PERCENTAGE 

I Organisation Type   

1    Client 55 28.1 

2    Consultant 79 40.3 

3    Contractor  62 31.6 

II Highest Qualification   

1    National Diploma 13 6.6 

2    Bachelor’s Degree/HND  117 59.7 

3    Master’s Degree/PGD 62 31.6 

4    Doctorate Degree 1 0.5 

5    Others    

III Experience   

1    0 – 5 years 28 14.3 

2    6 – 10 years 72 36.7 

3    11 – 15 years 58 29.6 

4    16 – 20 years 18 9.2 

5    Above 20 years 19 9.7 

IV Training on QTs   

1    Yes 71 30.61 

2     No 117 69.39 

Source: Field Survey (2018) 

Table 2 above shows that only 30.61% have admitted to ever receiving training on the use of 

the techniques which left much to be desired. 

The Acceptance of QTs among Practitioners 

Based on the level of agreement of respondents with the questionnaire items (adapted UTAUT 

model questions) placed on five point Likert-scale, MIS were computed to determine the 

acceptance of QTs by practitioners and hence their propensity to adopt them in the foreseeable 

future. This was achieved in two ways; directly (by computing the MIS of the model questions 

of UTAUT Behavioural Intention – BI construct) and indirectly (by computing the MIS of the 

model questions of UTAUT Performance Expectancy – PE and Effort Expectancy – EE 

constructs) this was in order to serve as a check on one another.  
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Table 3: Means and Standard deviations of Responses on the UTAUT Model Questions of the 

Constructs of PE and EE. N = 183 
S/No UTAUT Model Question of the Constructs of PE and EE      Perception on QTs  

   Mean        Standard                   

                     Deviation 

1 Using the techniques would enable me to accomplish tasks 

more quickly 

3.8913 .94616 

2 Using the techniques would increase my productivity 3.9674 .84221 

3 Use of the techniques can significantly increase the quality of 

output on my job 

3.9402 .81093 

4 I would find the techniques useful in my job 3.9235 .87370 

5 Learning to apply the techniques would be easy for me 3.5792 .93351 

6 It would be easy for me to become skillful at using the 

techniques 

3.6175 .90549 

7 I would find the techniques easy to use 3.4262 .89797 

8 My interaction with the techniques is clear and understandable 3.2350 1.06620 

 Average Mean 3.6975  

Source: Field Survey (2018) 

 

Table 3 above presents the results of the analysis on the perceptions of practitioners on PE and 

EE constructs. With regards to the Performance Expectancy construct, the results show that 

most of the respondents think that using the techniques will be beneficial to them one way or 

the other; the construct with the least mean score has 3.8913. While regarding the Effort 

Expectancy constructs, most respondents think also that it will not be difficult to understand 

and work with; here the construct with the least mean score has 3.235.The combine average 

MIS for the all the construct is 3.6975.  

Table 4: Means and Standard deviations of Responses on the UTAUT Model Questions of the 

Construct of Behavioural Intention. N = 183 
S/No UTAUT Behavioural Intention (BI) Construct Model Questions Mean Standard 

Deviation 

1 I plan to use quantitative techniques in the future 3.6393 .96703 

2 I intend to use  quantitative techniques in the future 3.5902 .93838 

3 I predict I would use  quantitative techniques in the future 3.6885 .94708 

 Average Mean 3.6393  

Source: Field Survey (2018) 

Table 4 above shows the results of analysis carried out on the construct of behavioural 

intentions.  From the results obtained (the average MIS of 3.6975 from the construct in the 

indirect approach and an average MIS of 3.6393 from the construct in the direct approach) 

revealed that majority of the Nigerian construction industry practitioners have favourable 

outlook towards the use of QTs (i.e. the techniques were accepted) hence the industry at the 

moment is ripe for intensive application/adoption of QTs.  It is highly probable that there will 

be more rigorous application of the techniques in the near future. Another very important 

implication of this finding is that lack of acceptance or resentment of the QTs could not be part 

of the reasons behind the low levels of the usage of the techniques in the industry.  

Conclusion 

Based on the assessment of the perceptions of practitioners on the adoption of QTs by using 

adapted UTAUT model, this study has shown that practitioners in the Nigerian construction 

industry have accepted QTs. Therefore, the lack of acceptance or resentment of the QTs could 

not be blamed by any degree for playing a part in causing the low levels of adoption of the 

techniques in the industry. However, as it was also shown, training on the application of QTs 

among practitioners is low; this could be a factor in the low level of adoption of the techniques 

in the industry. Nonetheless it was predicted that the application of QTs in the Nigerian 
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construction industry will intensify in the near future, if practitioners are properly train toward 

that. 
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Abstract: This study attempted to examine rural poverty trends, its effects to educational 

development and factors that are determinants to rural poverty in villages of (Balle, Gumsa, 

Kalgeri, and Kelluri) in Geidam local government area of Yobe state, Nigeria. It employed 

multi-stage random sampling techniques to select 160 respondents from the four (4) villages 

(forty respondents per community/village). The study used descriptive statistics, and Logistic 

Regression Model of statistical analysis. The findings revealed that there are poorer 

households (58.13%) than the non-poor households (41.88%) using the $2 per day per head 

poverty line. The result of logistic regression model showed that household size, educational 

status, type of dwelling, nonfarm jobs and source of water are significantly associated with 

poverty status in the study area, while age of the household head, gender, marital status, house 

ownership status, assets ownership status and monthly expenditures are those factors that are 

insignificantly associated with poverty status in the study area. The study recommends 

provision of safety nets like transfer payments to those below the poverty line, provision of farm 

inputs of all range (hybrid seeds, fertilizers, pesticides herbicides, insecticides etc.), provision 

of education both at formal and informal levels, and provision of soft credit (loans) facilities 

so as to aid their nonfarm jobs business since almost all of the respondents are farmers (77%) 

in the study area. 

 
 

Keywords: Rural-Poverty, Logistic regression, Geidam, Yobe state, Nigeria. 

 

 

Introduction 

Poverty is one of the world most popular words because of its negative scourge inflicting upon 

the human race globally. Poverty is a complex, multidimensional and hydra-headed 

phenomenon that has existed from time immemorial and has continued to occupy the centre 

stage in global affairs (Agbaje, Okunmadewa, Omomona and Oni 2013) Also, according to 

Kwanga (2015) after a perusal of the tenets of poverty submits that poverty could be viewed 

as a situation of acute need and inability to meet all the basic necessities like food, clothing, 

shelter, education and family. This generally means that a household is considered to be poor, 

when it cannot satisfy any of the above mentioned necessities on a relatively permanent basis. 



Dutse International Journal of Social and Economic Research Vol. 4, No. 1 July 2020 

  

 

56 

 

Furthermore, Sani (2017) views poverty as a global phenomenon whose impact is multi-

dimensional and it touches the economic, social, political, psychological and physical aspects 

of human endeavors. And it is found in almost all communities of the world, if poverty were 

to be sighted as a visible object, it would definitely appear horrific, devastating and unpleasant 

in all ramifications. 

 

The World Bank (2009) and Landes (2010) assess that it is unfortunate given the country’s 

(Nigeria) rich resources in agriculture, oil wealth, human capacity, and friendly geo-climatic 

conditions. Indeed, it is estimated that over 70 percent of Nigerians are classified as poor, and 

half of this number live in absolute poverty. 

 

According to National Bureau of Statistics (NBS, 2012), incidence of poverty has continued to 

worsen in rural areas than in urban centres. NBS also reported also that National relative 

poverty level is 69 percent; there is 73 percent relative rural poverty in the country compared 

to 61 percent of urban relative poverty. Also, absolute poverty level is 66 percent while that of 

urban areas is 52 percent. The scourge of poverty in Nigeria has many dimensions and may 

include: Inadequate access to government utilities and services, poor infrastructures, illiteracy 

and ignorance, poor health, insecurity, social and political exclusion. 

 

Policy record in dealing with rural poverty in Nigeria has been highly uneven and disappointing 

considering the scourges of gains in reducing the relative number of rural-urban poverty caused 

by the shifts in population in contrast with the successful rural poverty reduction (Ehisuoria & 

Aigbokhaebho, 2014). 

 

The rural settlement in this study is identified or conceived as any settlement or community 

which is not the local government headquarters and demographically lower than it in terms of 

population, houses and social amenities. 

 

Many studies have dwelled on urban poverty and little of such studies are known about rural 

poverty in Nigeria and developing countries by extension. The few studies on the rural poverty 

in Nigeria, mostly case studied urban regions. None singled out village(s) and even ignoring 

the local government headquarters so as to sample out the real rural populations. These 

particular segments of the society are characterized with inadequate access to government 

utilities and services, poor infrastructures, illiteracy and ignorance, poor health, insecurity, 

social and political exclusion. Whether measured in terms of income, literacy, or access to 

social services, a large gap exists between the rural and urban areas. The aim of this paper is to 

bridge this gap by identifying the level of poverty and equally the determinants that influence 

the rural poverty in relation to educational development of Geidam local government area of 

Yobe state, Nigeria.  

 

The paper is organized into five sections with the introduction as section one. The rest of the 

paper is organized as follows: Section two presents the literature review. In section three, the 

methodology employed for this study is presented. Results and discussions are done in section 

four and conclusion is drawn in section five with recommendations. 

 

Literature Review 

Dercon and Krishnan (2000) used retrospective approach to assess income shocks that 

Ethiopian rural households experienced some 20 years ago. The list of shocks was based on 

qualitative survey that used some open-ended questions. The questionnaire asked whether 

various events caused serious hardship in the last 20 years and to nominate the years in which 
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it occurred. The results revealed that the largest percentage of the households mentioned 

harvest failure, policy shock and labour shortage due to illness and death. 

 

Baiyegunhi and Fraser (2010) extensively used a panel dataset on a representative sample of 

150 rural households interviewed in 2007 and 2008 in the Amathole District Municipality of 

the Eastern Cape province of South Africa to empirically assess the dynamics of poverty and 

estimate the determinants of households’ vulnerability to poverty.  The result indicates that the 

number of vulnerable households is significantly larger than that of the current poor 

households; the vulnerability index was found to be 0.62 compared to 0.56 headcount index in 

2008. This implies that while 56 percent of the sampled households are poor (ex-post) in 2006, 

62 percent are vulnerable to becoming poor (ex-ante) in the future.  The result of the probit 

model shows that the age, level of education and occupation of the household head, dependency 

ratio, and exposure to idiosyncratic risk and access to credit are statistically significant in 

explaining a household’s vulnerability to poverty. 

 

Sani, Nasiru, Mustapha, Fatimah and Alhaji (2018) used a multistage random sampling 

technique to analyse the data obtained from a well-structured questionnaire. The analysis of 

data was done by the use of Foster, Greer, Thorbeck (FGT) poverty index analysis, probit and 

logit regression models with marginal effects. The study discovered from the FGT index that 

the incidence of poverty stands at 70.24%, while both probit and logit regression models 

revealed that the age of  household heads and farm size are negatively and highly significant at 

1% levels of significance. The Age of household head and farm size revealed an inverse results 

of (-0.0453868, -0.0774235, -0.0146508) and (-0.2053323, -0.3476851, -0.657922) from the 

probit, logit and marginal effects results respectively. This means that as these variables 

increase, so also the households’ poverty situation decreases, leading to a down drift of poverty 

level in the study area. Variables like Gender, Marital Status, Household size; Educational 

Status, Dwelling type, and Occupational status of the household head are also determinants of 

poverty in the study area but are insignificant in both models.  

 

Abayomi (2012) examines factors influencing households’ income shock exposure and coping 

options in Nigeria. The study analyzed the different forms of shocks that households 

experienced with some welfare losses. The Core Welfare Indicator Questionnaire (CWIQ) data 

that comprise of 75,329 households were used.  The data were analyzed with simple descriptive 

methods and Probit regression. The results showed that probability of shock exposure decreases 

significantly (p<0.01) with access to improved drinking water, improved toilet, health facility 

well/borehole, agricultural inputs, agricultural produce buyers, consumer goods, employment 

opportunities, assets and credit facilities.  

 

Oluwatayo (2004) analysed the impact of income risk on the level of well-being of rural 

households in Ekiti State, Nigeria. Income risk was defined as the risks associated with 

variability in income well-being. It was found that household heads’ age, years of formal 

education, household size, size of land cultivated and total expenditure (on food and non- food 

items) are major determinants of income risks among rural households, while income risk 

impacts negatively on the well-being of households. This could be generalized to include the 

North East geopolitical zone, since income forms a major source of satisfying the daily needs. 

 

Adepoju and Yusuf (2012) analysed poverty and vulnerability in rural Southwest Nigeria. The 

primary data were collected from 582 rural households in a two-way panel survey (harvesting 

and lean periods) employing a multi-stage sampling technique. Data were analyzed using; 

Foster, Greer and Thorbecke (FGT) poverty measure; 3-Stage Feasible Generalized Least 
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Squares (3FGLS); Tobit and Probit regression methods. Poverty lines of N3313.57 and 

N4093.21 were estimated for the two periods, respectively. Based on these, the incidence of 

poverty was 35.0% and 43.6% for the first and second periods. At the standard vulnerability 

threshold of 0.5, 55.7% of rural households in SWN were vulnerable to poverty. A unit increase 

in household size and dependency ratio aggravated vulnerability by 0.05 and 1.28, while 

attainment of secondary and tertiary education reduced vulnerability by 0.14 and 0.23, 

respectively (P<0.01). Vulnerability also translated into significantly (P<0.01) higher poverty 

by increasing the ex-post probability of becoming poor by 0.34.  

 

Sani (2017) assesses household degree of vulnerability to poverty in Yobe State, Nigeria. The 

study used a well-structured questionnaire to obtain the primary data from field survey.  A 

multi-stage purposive random sampling technique is used in the selection of 300 respondents 

from the three local government areas namely; Damaturu, Geidam, and Potiskum (100 

respondents per local government). However, a descriptive statistics for socio-economic 

characteristics of the respondents, and the Foster, Greer and Thorbecke (FGT) index analysis 

were used to analyse the incidence of poverty, and the Multinomial logistic regression (mlogit) 

model was used to analyse the extent and the determinants of vulnerability to poverty in Yobe 

State. The results reveal that: poverty incidence (head count ratio) in the state is high and stands 

at 63%. However the degree of vulnerability to poverty stands at 58.7%; the factors that are 

responsible for vulnerability to poverty in the state include Age, educational status, and 

household size of the respondents.  

 

Oni and Yusuf (2007) also analyzed the idiosyncratic and covariate factors that explain 

expected poverty in rural Nigeria using 1996 national data. Results show that the over-all 

expected poverty for the country at 0.535 is 1.02 times the observed poverty in 1996. Higher 

expected poverty is synonymous with northeast, no formal education, farming, older head of 

household, large household size and male headed household.   

 

From the foregoing empirical studies, it is to understood that there are very scanty literatures 

on rural poverty in developing countries especially in Nigeria, but this study tries to reveal 

downward by giving much emphasis on the rural dwellers through singling out one local 

government area (Geidam) among the affected ‘Boko Haram’ states in Nigeria. It would 

explore new revelations on the characteristics, determinants, causes and incidence of poverty. 

 

Methodology 

 

The Study Area 

Geidam is one of the seventeen (17) Local Government Areas of Yobe State, Nigeria. Its 

headquarters are in the town of Geidam. Geidam is located in the northwest of the area and the 

geographical identities are: 12°53′49″N 11° 55′49″E12.89694°N 11.93028°E. 

It has an area of 4,357 km² and a population of 157,295 based on the 2006 population and 

housing census. Geidam is 184KM away from Damaturu, the Yobe state capital and shares 

common Border with Yunusari and Bursari Local Government Areas in Yobe state, Mobbar 

Local government area of Borno state and also shared an international border with the Niger 

Republic. The predominant tribes are: Kanuri, Hausa, Badawi and Fulani. The major 

occupations of the people are: Farming (both raining and irrigation), animal husbandry/rearing, 

fishing, trading and merchandized. 
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Sampling Techniques and Sample Size 

The study employed the use of the multistage sampling technique to select the sampled 

respondents. The first stage was the simple random sampling method to select four (4) villages 

of; Balle, Gumsa, Kalgeri and Kelluri. The second stage employed the selection of forty (40) 

households from each sub-village and community. The process produced a total sample of one 

hundred and sixty (160) rural households in the selected 4 villages. The data source for the 

study was aided through the use of a well-structured closed-ended questionnaire.   

 

Model Specification 

The study used logistic regression model of analysis rooted in Christiaensen and Subbarao 

(2004) Adekoyas (2014), and Kabuga and Adamu (2015), with little modifications, which 

informed the initial relationship between a binary outcomes variable and also a group of 

predictors’ variables. There on the probability of being poor is specified as the value of the 

cumulative distribution function Z which is specified as a function of the explanatory variables. 

The equation for this type of modeling is of the form: 

Prob (Poor =1) = F (Z) =  = F () …………………………………….............. (1) 

Where:  

           F (Z) =    is the cumulative logistic distribution, representing the probability of being 

poor. Z is the poverty line; β is the vector of parameters and X is the vector of explanatory 

variables, this include Age, Gender, Marital status, Household size, Educational status, Assets 

ownership, Monthly Income / Expenditure, Non-farm Jobs, Dwelling type and Source of 

Water. 

For Non-Poor  

Prob (Non-Poor = 0) = 1-F (Z) =   = …….………………………………………..... (2) 

Therefore, equation 1 and 2 can be written as: 

 =   ………………………………………………………………………………....(3) 

Equation 3 is simply the odd ratio in favour of household failing below the poverty line. This 

is the ratio of the probability that a household will be poor to the probability that it will not be 

poor. The natural log of equation 3 results into: 

 =  = Z = (0 + (1 )  ……………………………………(4) 

 Is the logit (i.e. natural logarithm of the odd ratio) 

 = The odd ratio in favour of the probability of being poor or non-poor. 

= 1 if household is poor and  = 0 if household is non-poor. 

Thus, the dependent variable represents poverty status of household. 

For the purpose of this study, the specification of the empirical model is as follows; 

 =    ((F (Z) ) / (1- F (Z)) =  ………………....(5) 

Where: 

Gen = Gender 

Age = Age of the household head 

Mar = Marital Status  

Hou = Household size 

Edu = Education Status 

How = House ownership status 

Dwe = Dwelling type 

Ass = Asset Ownership 

Non = Non-farm Jobs 

Sou = Source of Drinking water 

Mex = Monthly expenditure  
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Results Analysis and Discussions 
 

Table 1: Selected characteristics of respondents 
Variables Frequency Percent (%) 

Gender   

Male 130 81.25 

Female 30 18.75 

 160 100.00 

Age in years   

18 to30 31 19.38 

31 to 40 56 35.00 

41 to 50 42 26.25 

51 above 31 19.38 

 160 100.00 

Marital status   

Single 21 13.13 

Married 112 70.00 

Divorced 16 10.00 

Widowed 11 6.88 

 160 100.00 

Household Size   

1 to 5 37 23.13 

6 to10 53 33.13 

11 to15 45 28.13 

16 above 25 15.63 

 160 100.00 

Educational status   

Non formal 82 51.25 

Primary 23 14.38 

Secondary 26 16.25 

Tertiary 19 11.88 

Others 10 6.26 

 160 100.00 

House ownership status   

Owned by household 93 58.13 

Not owned by household 67 41.88 

 160 100.00 

Type of dwelling   

Single room  89 55.63 

Apartment or flat 43 26.88 

Whole building 27 16.88 

Others 1 0.63 

 160 100.00 

Assets ownership   

Farm land 104 65.00 

Livestock 20 12.50 

Food stock  10 6.25 

Others 11 6.88 

None 15 9.38 

 160 100.00 

 Non-farm Jobs   

Yes 102 63.75 

No 58 36.25 

 160 100.00 

Source of water   

Treated pipe borne 6 3.75 

Borehole 73 45.63 

Hand pump 24 15.00 

Well 33 20.63 

River or Pond 12 7.50 

Others 12 7.50 

Total 160 100.00 

Source: Field Survey, (2018).  
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Some major socio-economic characteristics in the study area based on frequency and 

percentage(%) of respondents were depicted on table 1 and equally in table 2 which shows the 

mean (average) and standard deviation of some characteristics in the study area, were the study 

indicates 81% of the respondents are males, while age of the respondents are of active age of 

which most of them are of age bracket of 31 to 40 years, while their educational status is 

discouraging because most of them had no formal education entirely and in terms of assets 

ownership status most of them own relatively small size farm lands then follows by few that 

had livestock. (About 64%, 102) of the respondents have other jobs apart from their primary 

farming jobs. The average monthly income and expenditures of the respondents are ₦27,038 

and ₦19,691 respectively. 

 

Looking at the above socio-economic characteristics of gender, age bracket, Educational, 

ownership of assets, monthly income and expenditures. This indicates a strong, large and active 

population in the study area in which would be of advantage once utilized properly. The 

educational status, assets ownership status, average monthly income and expenditures are of 

negative trends and that cannot be unconnected with the few educational facilities and orthodox 

agricultural tools and methods being employed in study area.   
 

 

Table 2: Descriptive Statistics of Respondents’ Socio-economic Characteristics 
Variables Mean Standard Deviation 

Gender 0.8125 0.3915378 

Age in years 38.9 9.349234 

Educational status 2.075 1.310576 

Assets ownership 1.83125 1.34689 

Non-farm Jobs 0.6375 0.4822314 

Monthly income 27037.5 16426.75 

Monthly expenditure 19690.63 13507.5 

Source: Field Survey, (2018).  

 

Table 3 reveals the poverty decomposition based on $2 per day poverty line indicator and that 

depicts 41.88% as non-poor while 58.13% being the poor and it’s automatically characterized 

that poor are dominant in the study area. 
 

Table 3: Poverty Classification 
Poverty Classification No. Respondents Percentage (%) 

Poor                           93           58.13 

Non-Poor                           67           41.88 

Total                         160         100.00 

Source: Field Survey, (2018).  

  

Table 4, presents factors in determining the probability of a household to be poor or non-poor, 

and because of the dichotomous nature of the dependent variables coded as poor (1) and non-

poor (0), logistic regression model was employed in the analysis. 

 

 

 

 

 

 

 

 

 



Dutse International Journal of Social and Economic Research Vol. 4, No. 1 July 2020 

  

 

62 

 

Table 4: Result of Logit Model and Marginal Effect 
Variables Logit Marginal Effect 

Gender(gen) .4924688 

(.554183) 

.104384 

(.10997) 

Age in years(age)  .0123262 

(.0226677) 

.0027665 

(.00508) 

Marital status(mar) .1271405 

(.2705462) 

.0285356 

(.06073) 

Household size(hou) .0811429* 

(.0485038) 

.0182119* 

(.01083) 

Educational status(edu) -.1077775* 

(.1521617) 

-.0241898* 

(.03414) 

Houseownership status(how) -.0783757 

(.4028481) 

-.0175908 

(.09037) 

Type of dwelling(dwe) -.6126082* 

(.2565336) 

-.1374949* 

(.05641) 

Assets ownership(ass) -.0036842 

(.1515531) 

-.0008269 

(.03401) 

Non-farm Job(non) -1.050399** 

(.4044163) 

-.2412505** 

(.09245) 

Source of water(sou) .4354464** 

(.1591766) 

.0977324** 

(.03531) 

Monthly Expenditure (mex) -3.90e-06 

(.0000162) 

-8.76e-07 

(.0000) 

Constant -1.7796601 

(1.436965) 

 

No of Obs = 160 LR ch2(10) = 29.82 Prob>chi2 = 0.0017 

Pseudo R2 =  0.1416 

Source: Authors’ computation from survey data (2018) using STATA 13.  

The figures in parenthesis are p-values. They implies ***significant at 1%, **significant at 5% and *significant at 10%. 

 

The factors that are significant with the poverty status of the households in the study are 

household size, educational status, type of dwelling, nonfarm jobs and source of water supply. 

While, those factors that are insignificant in explaining the probability of being poor in the 

study area are household head gender, age, marital status, house ownership status, assets 

ownership and monthly expenditure, also to note that marginal effects is of interest in logit 

regression model analysis and not the signs of the coefficients. 

 

As depicted from the logit model result, household size increases by one member so the 

likelihood of the household being poorer will significantly increase taking the marginal effects 

by 1.8%.The source of water supply based on its lack of quality increases by a unit deteriorating 

of the water quality the probability of the household being poor will significantly increase 

by9.8%. 

 

The result also showed an inverse relationship in some factors as in educational status level 

increases the probability of household being non-poor increases by 2.4%. The dwelling type 

unit increases in structure and quality so also the probability of the household being poor will 

significantly decrease by 14%. The nonfarm jobs factor also indicates potentiality as those 

households with some job(s) other than their primary farming jobs have probability of escaping 

from being poor by 24%. The result is in conformity with Sani 2017 and Sani et al 2018. 

 

From the foregoing revealed results, it is evident that educational development was seriously 

affected negatively in the study area.  
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Conclusion 

The study attempted to examine rural poverty trends towards educational development in 

Geidam and factors that are the determinants of the rural poverty in villages of Geidam local 

government area of Yobe state, Nigeria. The study also finds out that there are poorer 

households than the non-poor households (58.13%) which is below the national average. 

Logistic regression model (logit) aided by STATA 13 was used to analyse a wide range of 

household characteristics to fish out the determinants of poverty. The result showed that 

household size, educational status, type of dwelling, nonfarm jobs and source of water supply 

are significantly associated with poverty status, while the age of the household head, gender, 

marital status, house ownership status, assets ownership status and monthly expenditures are 

insignificantly associated with poverty status in the study area. 

 

Recommendations 

The study proffers some recommendations as follows: 

❖ The government should provide safety nets such as: Transfer payments to those below 

the poverty line and the provision of farm inputs of all categories (hybrid seeds, 

fertilizers, pesticides etc.). 

❖ The three tiers of government should provide education at all (formal and informal) 

levels. 

❖ The government should provide microcredit facilities so as to aid their farm and 

nonfarm jobs. 

❖ Government should equally provide free and compulsory education at all levels. 
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Abstract: Sustainable development is not only about human and natural resources 

conservation, but also about changing attitudinal value system and making it a way of life, so 

that in the process of securing current generation’s needs, the needs of the future generations 

are not jeopardized. Thus, adequate investment in human capital via health expenditure 

enhances the effectiveness and productivity of labour through physical and mental efficiency 

which results in sustainable economic growth. This study therefore investigated the effect of 

government health expenditure on sustainable development in Nigeria using Schumpeter 

endogenous model. Secondary data between 1987 and 2017 were sourced from World 

Development Indicators and Central Bank of Nigeria (CBN) statistical bulletin, 2017. The 

results revealed that government recurrent expenditure on health had no significant effect on 

sustainable development in Nigeria. The implication of this result is that proportion of health 

expenditures in Nigeria is being misappropriated thus, hindering the effectiveness of labour. 

The study concluded that health expenditures had negative significant effect on sustainable 

development and therefore recommended that government should avoid misplaced of priority 

and invest judiciously in the health sector of Nigeria for quality and effective labour 

productivity. 

 
  

Keywords: Health Expenditure, Sustainable Development. 

 

 

Introduction  

The issues of Health expenditure and Sustainable development relationship in Nigeria have 

generated a lot of controversies among researchers overtime, considering the importance of 

health on human capital productivity in achieving sustainable growth (Oluwatobi & 

Ogunrinola, 2011). Thus, to avoid out of pocket spending, government health expenditure 

became very crucial in order to enhance efficient labour productivity.  

 

Following the outbreak of the global financial crisis in 2008, issue of health care service 

became pronounced in the world, and particularly in Nigeria where its effect is being felt 

directly and indirectly on productivity.  World Health Organization 2010 averred that the 

outbreak of a disease of human system caused by infection of a noble virus Acquired Immune 

Deficiency syndrome (AIDS) ravaging Nigerian workforce has contributed significantly to 

Nigeria’s low life expectancy, thus, affecting labour input in production process. This negative 

impact of the virus infection is still being felt in Nigeria and other developing countries that 
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are import dependents of health facilities, food and other basic necessities (Eneji, Juliana & 

Onabe, 2013). 

 

Consequently, the international donor including Non- Governmental Organizations (NGOs) 

advocated for the need to improve health facilities and achieving sustainable Development 

Goals (SDGs). To this end, attentions of the World Health Organization and United Nation 

were shifted to improving health facilities in Nigeria due to poor the poor level of health care 

service delivery by the government, ranging from insufficient funding and underfunding of the 

health sector. Nevertheless, in spite of these contributions of the private entities in Nigeria, 

achieving Sustainable development still raised a lot of questions, as to whether various 

appropriated funds on health over the years have corrected the challenging of out of pocket 

expenditure problems so as not to jeopardize the standard of living of both present and future 

generation.  

 

However, there are divergent views of previous studies on the effect of health expenditure on 

sustainable development in Nigeria. These views in the recent times have created huge research 

gap which requires thorough investigation hence the need for this study. 

 

Available records have shown that the expenditure pattern in Nigeria is susceptible to 

misallocation of government spending on health and gross domestic product measurement. For 

instance, in 1997, about 4.6% of gross domestic product (GDP) was spent on health care; it 

rose to 6.6% in 2005 and later fell to 5.8 % in 2009 and consequently risen to 36.7% in 2011 

while it reduced to 36% in 2016. Meanwhile, the volatility in the expenditure pattern also 

reflected in the total nominal expenditure. For instance, in 1997, 2001, 2005 and 2009, the 

nominal expenditures were N134,522m; N 256,283m; N 972,921m and N 1,596,573 

respectively. This indicated the poor performance level and commitment on health care 

deliveries, placing Nigerian health system at a disadvantage.  

 

Furthermore, records have also shown that in 2011, when the public health expenditure was 

36.7%, the out of pocket expenditure accounted for 60.4 % (Idowu, 2014). Available records 

have shown that while out of pocket spending increased significantly in recent years, about 

131% of public health expenditure was recorded in 2014 (World Bank, 2020). Thus, there is a 

huge disparity between public health expenditure and pocket expenditure resulting from 

inefficiency in the allocation of resources. The disparity in public and out of pocket expenditure 

suggests that the accessibility of adequate health care by Nigerians is considerably low and 

exists below the threshold thereby led to low life expectancy at birth, high infant and maternal 

mortality rates and other diseases afflictions.  This has increased out of pocket expenditure in 

the guess for sound health which has not been addressed by government despites her yearly 

health expenditure bills.  The poor access of labour to the required health care service has 

hindered the level of productivity of labour and the desired sustainable development goals.  

Therefore, issue of health is significant in socio-economic development, and this generated 

argument on the need to improving mental and physical health which is considered a vital 

component of global health and development (Silva & Roland 2013). 

 

The correlation among health, labour productivity and sustainable economic growth in Nigeria 

becomes difficult to establish in balancing economic and environmental developmental 

challenge, therefore involves thorough investigation. It is against this background that this 

study examines the effect of health expenditure on sustainable development in Nigeria. The 

rest paper is divided into four sections. Section two conceptualizes health and sustainable 
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development. Section three is concerned with the methodology; while section four presents the 

results of the analysis and section five provides the summary, conclusion and recommendation. 

  

Conceptual Clarification 

 

Health Expenditure: This concept provided series of clarifications based on its economic 

importance. Health expenditure is the amounts of money spent on health.  Olarinde and Bello, 

(2014) averred that health is one of the most important factors that determine the quality of 

human capital, and a necessary factor for economic growth. In recognition of this importance, 

World Health Organisation (WHO) made a proposal in 2010 in the World Health Assembly 

which addressed financing of health in ensuring qualitative and affordable healthcare services 

for productivity (Ataguba & Akazili, 2010). In this context, World Health Organization defines 

health as a state of well-being of individual in achievement of his or her own potential and 

copes with normal stresses of life, which brings about work productivity including mental 

health and physical health. 

 
Health is a measure of the progress of   nations   in   achieving sustainable economic 

growth.  Thus, promoting good health at all ages, through adequate investment in primary and 

secondary health care will enhance quality health across all social groups necessary for 

economic productivity, and reduce health inequality within the economy, and by extension 

brings about development over time which will enhance contribution to national 

development through productive employment. 

 

Sustainable development:  Sustainable development by clarification comprises of two major 

conceptual issues namely: “sustainability” and “development”. These two major concepts often 

raise the question about what is to be sustained and what is to be developed.   In the guess to 

provide meaning and answer to these questions led to the initiation of the World Commission 

on Environment and Development by the United Nations General Assembly in 1982 and many 

empirical meanings.  Brundtland (1987) defines sustainable development as meeting the needs 

of the present generation without compromising the ability of future generations to meet their 

own needs. United Nation Conference on Environment and Development (UNCED) and Rio 

Declaration on Environmental and Development argued the need for protection and promotion 

of human welfare and health (Schirnding & Mulholland, 2002) while Jhingan (2007) suggested  

a close relationship and similarity between Sustainable and economic development and a 

situation in which economic development does not decrease overtime. It emphasized 

sustainable improvement in the quality of life via increase in the real income per capita, health, 

improvement in education and quality of life of natural environmental resources with objective 

of meeting the needs of both present and future generations and lifting the standard of living 

which involves bettering people’s health and education, eradication   of   extreme   poverty, 

social   inclusion and   environmental sustainability.  

 

Sustainable development is a development that keeps going and maintained (Barnes, 2010).  It 

is an effort of improving the natural resources for the purpose of improving quality of life in 

such a way that future generation needs are not jeopardized (Adebayo, 2010). It is the desire 

ability to preserve the existing resources for effective conservation for future generations use 

(Usman, 2013).  

 

Fundamentally, sustainable development rests on three pillars- economic, environmental and 

social dimension. For development to be sustained, the three dimensions need to be addressed 

with regards to meeting the present and future generation’s needs where primary health care 
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plays a key role. It is   an integral part of both the country’s health systems which keeps 

development going which brings equilibrium in the economy and complete integration of 

economic, social and environmental matters (Fagbemi, 2007). Primary health care is a service 

rendered to community to strengthen their commitment to productivity (Sustainable 

Development Solution Network, 2014).       

 

Empirical review 

Olarinde and Bello, (2014) investigated the relationship between public healthcare expenditure 

and health sector performance in Nigeria between 1970 and 2011 using co-integration analysis 

of the long-run.  ARDL bound testing approach result indicated existence of a long-run and 

short- run stable relationship. Idowu (2014) examined the impacts of health on economic 

growth in Nigeria using Cointegration, and Granger Causality techniques for the period of 

1995-2009 and result indicated significant relationship. Oluwatobi and Ogunrinola (2011) in 

their study examined the relationship between human capital development efforts of the 

government and economic growth in Nigeria and adopted augmented Solow model. The result 

indicated existence of positive relationship between government recurrent expenditure on 

human capital development and the level of real output, while capital expenditure is negatively 

related to the level of real output. Eneji, Juliana and Onabe, (2013) investigated the relationship 

between Health care expenditure, health status and national productivity in Nigeria between 

(1999-2012) using both primary and secondary data, the result indicated that gross domestic 

product (GDP) is positively influenced by health indicators in the long run.  Rivera and Currais 

(2009) investigated the relationship between health investment and productivity as an 

important variable associated with human capital accumulation and found positive relationship 

between health expenditure and income growth.  

 

Abiodun and Adeniyi (2011) examined the effects of health expenditure on the Nigerian 

economic growth, using data on life expectancy at birth, fertility rate, capital and recurrent 

expenditures between 1985 and 2009 and found that if funds are judiciously expended in the 

health sector, its effect on economic growth will be direct and substantial. Bidani and Ravallion 

(1997) examined the relationship between health expenditure and life expectancy in Nigeria 

using a cross-section regression analysis and disaggregating health outcomes indicator as an 

additional explanatory variable. Their results indicated that per capita health spending was 

positively related to the life expectancy of the poor, but had no significant link to the life 

expectancy of the rich. Chaabouni and Abednnadher (2010) examined the determinants of 

health expenditures in Tunisia during the period 1961-2008 using Autoregressive Distributed 

Lag (ARDL) and results showed that there is a stable long-run relationship between per capita 

health expenditure, GDP, population ageing and medical density among others. 

 

Ayuba (2014) examined the causal relationship between public social expenditure (education 

and health) and economic growth in Nigeria for the period of 1990 to 2009 using Vector Error 

Correction Model (VECM) and found a unidirectional causality running from economic 

growth to health expenditure. The result was consistent with the Wagner’s discovery that 

causality runs from economic growth to education and aggregate social expenditure. Riman 

and Akpan (2010) investigated the causal direction and long run relationship between 

government health expenditure, poverty and health status in Nigeria. It employs Granger 

causality test and Vector Error Correction Model (VECM) in establishing a strong causal bi-

directional relationship running between life expectancy and poverty in Nigeria and found a 

long-run relationship between poverty and health status.  
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Greiner (2005) investigated the relationship between health expenditure and economic growth 

of other countries and concluded that health expenditure is positively related to economic 

growth. Patricio, Edward, Rifat, Sevil and Salakhutdinova (2008), examined the health 

outcomes in Russia through institutional efficiency, the result suggested that health outcomes 

in Russia are similar to inefficient countries which spend about 30–40%, less on health care 

system. 

 

Nevertheless, a number of studies including (Abiodun & Adeniyi, 2011; Oluwatobi & 

Ogunrinola, 2011; Eneji, Juliana,and Onabe, 2013; Mohammad & Adamu, 2014; Olarinde & 

Bello, 2014; Idowu & Ayuba,2014) have investigated the impact of government expenditure 

on health in Nigeria, without disaggregating such expenditure and linking such expenditure to 

sustainable economic growth. This formed the basis of contribution to knowledge by 

disaggregating public expenditure into its components of capital and recurrent expenditure in 

accessing a diagnostic and solution to health related issues in Nigeria. Empirically, quality 

health has been argued as a key parameter for economic growth and development to achieving 

effective productivity (Imoughele & Ismaila, 2013). The benefits of health as a catalyst for 

development which necessitates the MDGs to make health related issue a central point; where 

Child birth and mortality became a measure of nation’s development, along with poverty 

eradication and environmental sustainability (Sustainable Development Solution Network, 

2014). Schirnding and Mulholland, (2002) argued that ill-health hampers poverty alleviation 

and socio-economic development and mismanagement of natural resources. 

 

The Nigeria Health Service. 

The Health care service in Nigeria is being provided by both the private and public 

Organization and supported by non-governmental organization, community-based 

organization, and religious and traditional care givers while the Public organization assumed 

the responsibility of health service provision in public sector. However, the provision of health 

services in the public sectors are at three levels viz: Primary, Secondary and Tertiary. Despite 

these contributions, health status of Nigerians is ranked low among other developing countries 

in the same category (Idowu 2014).  According to World Bank (2010), Nigerian’s life was 

expected to be placed at 52 years in 2011 where close to 3 million adults between ages 15 and 

49 living with one disease or the other. While the number of labour force living with virus 

infection estimated at 3.7%. Similarly, the Ebola outbreaks also attracted various international 

communities to contribute towards health care services in Nigeria. The outbreaks of AIDS 

virus, Ebola and the Lassa fever informed the commitment of international donors to 

complement efforts of Nigeria government in providing quality health services. Contributions 

of these international agencies to the Nigeria government have been seen to have significantly 

improved the quality of health care.   

 

Nevertheless, according to World Health Organization, (2020), life expectancy in Nigeria at 

birth now stands at 55/56 years as against the 2010 World Bank assertion of 52years.  In the 

recent time, the outbreak of the Corona Virus in Nigeria in 27th February, (2020) has further 

placed the life expectancy at risk. This is because the spark in the outbreak of the virus exposed 

the readiness of Nigeria government in tackling health related issues of her human capital. 

Within the period of the outbreak, its impact on Nigerian especially within 50year and above 

has claimed many lives. This further expressed misappropriation of funds in the health sector 

where Nigeria Center for Diseases and Control craved for social justice in the health sector and 

health security of Nigerians. According to the 4th July 2020 report of the Director General of 

Nigeria Center for Diseases and Control, over 28167 total confirmed cases of Covid-19 
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infection recorded in Nigeria with 643 deaths while 11462 were successfully treated and 

discharged; hence, the need to focus on the health system in Nigeria.   
 

Methodology/Theoretical framework  

This study adopted Schumpeter theory of growth earlier applied by Idowu, (2014) to 

investigate the effect of health on economic growth in Nigeria. Schumpeter endogenous growth 

theory relates differences in growth to the rate of productivity growth and not the rate of factors 

accumulation. The theory explains the difference between physical and intellectual capital as 

well as savings which cause growth in physical capital and intellectual capital. It is based on 

the assumption of creative destruction and explaining new innovation that leads to competitive 

edge by rendering obsolete previous innovation. It also considers the role of technology transfer 

through international diffusion of technology; a technology spill over a country enjoy from 

other country’s innovation. This theory explains that country at the lower rank of technology 

ladder can take advantage of the innovation that is been created already in other country. The 

theory essentially differs from neoclassical theory by assuming that technological progress as 

endogenous. Unlike the neoclassical growth theory of Solow, the endogenous growth predicts 

growth rate determines by the global technological progress. 

 

The advantage of Schumpeter theory over the neoclassical is that the former attributes 

differences in growth rate between rich and poor countries to the rate of productivity growth 

and not rate of factors accumulation which has relationship with quality of health. Health is 

treated as a component of human capital and by this it contributes and predicts relative 

productivity of per capita GDP through productivity efficiency, skill accumulation, research 

efficiency and intensity, learning efficiency, school enrolment and savings (Idowu, 2014).  
 
Model Specification 

The Schumpeter endogenous model is specified as; 

GDP = f(GF,HE,LE,FR)…………………………………………………………………….(1) 

 

GDPt = α GFB1,HEB2,LEB3,FRB4 + εt …………………………………………………..……(2) 

 

The reduced equation after taking the natural log is 

GDPt=α0+B1LogGF+B2LogHE+B3logLE+B4logFE)+εt ………………………………..(3)  

 

The model above is modified for this study to incorporate GDP per capita and ICT which past 

studies have failed to consider. Thus, Schumpeter theory relates different in growth to the 

productivity growth. Since education and ICT enhance health status, productivity of labour is 

not just mere accumulation without transformation. Life expectancy and fertility rate were 

given negligible roles because the study focuses essentially on productivity of labour as 

reflected in their per capita income for sustainable growth.  Therefore, the model for this study 

is specified and modified in a logarithm form as:  

Log RPCI=α0+ B1LogGFCF+B2LogHEP+B3LogICT+B4LogEDEP+εt…………………..(4) 

 

Equation 4 is further decomposed and specify as: 

InRPCI=α0+B1InGFCF+B2InHEC+B3InRHE+B4InICTC+B5InICTR+B6InEDC+B7InEDR+ 

εt……………………………………………………………………………………………..(5)  

 

where; 

RPCI = Real per capita income; GFCF = Gross fixed capital formation; HEC= Capital Health 

expenditure; RHE=Recurrent Health expenditure; ICTC = Information and communication 
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technology expenditure capital; ICTR = Information and communication technology 

expenditure recurrent; EDCXP=education capital expenditure; EDREP= education recurrent 

expenditure 

ε = error term;α = the intercept;B1,B2,B3,B4, B5, B6, and B7 are coefficients of the independent 

variables which are the parameters estimate. While, sustainable development is measured by 

real per capita income, investment is measures by gross fixed capital formation and public 

expenditure is disaggregated into education, ICT, recurrent and capital. 

 

Results and Findings 

 

Table 1: Unit Root Test using Augmented Dickey Fuller Test (ADF) 
Variables Level First Difference Order of Integration 

RPCI 0.438 -5.070 I(1) 

EDUCEXP -0.386 -9.369 I(1) 

EDUREXP -3.236 - I(0) 

GFCF 1.203 -4.857 I(1) 

HRTHCEXP -0.353 -8.247 I(1) 

HETHREXP 1.597 -5.504 I(1) 

ICTCEXP -1.112 -6.130 I(1) 

ICTREXP -0.146 -4.794 I(1) 

Critical Values 1%:  -2.650 

5%:   -1.953 

1%:  -2.650 

5%:   -1.953 

Source: Author, 2018 

 

The time series properties of the variables were conducted using Augmented Dickey Fuller 

(ADF) test and the results from this test showed that only EDUREXP was stationary at levels 

while other variables were stationary at first difference i.e. the variables exhibited both I(0) and 

I(1) series. Therefore, the appropriate method of analysis that captures the combination of I(1) 

and I(0) stationary variables is the ARDL model. 

 

Table 2: Bound Test Result 
F-Statistics 1% 5% 10% 

 

 

21.30461 

Lower 

bound 

Upper 

bound 

Lower 

bound 

Upper 

bound 

Lower 

bound 

Upper 

bound 

3.93 5.23 3.12 4.25 2.75 3.79 

 Source: Author, 2018. 

 

The result of the bound test presented above revealed that the 1% lower and upper bound 

critical values are 3.93 and 5.23 respectively. The calculated F-value suggests the existence of 

long-run relationship among the variables since the test statistics of 21.30461 is above the upper 

bound critical value. 
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Table 3: ARDL Short- Run Results 
Dependent Variable: DLOG(RPCI) 

Variable Coefficient Std. Error t-Statistic Prob.    

DLOG(RPCI(-1)) 0.263099 0.172173 1.528110 0.2239 

DLOG(RPCI(-2)) 0.841541 0.191464 4.395299 0.0218** 

DLOG(RPCI(-3)) 0.784095 0.144045 5.443411 0.0122** 

DLOG(EDUCEXP) 2.148343 0.318370 6.747939 0.0066* 

DLOG(EDUCEXP(-1)) 0.633345 0.389720 1.625128 0.2026 

DLOG(EDUREXP) -1.804578 1.022233 -1.765329 0.1757 

DLOG(EDUREXP(-1)) -4.896074 0.740556 -6.611353 0.0070* 

DLOG(GFCF) 3.705806 1.048415 3.534675 0.0385** 

DLOG(GFCF(-1)) -4.110173 0.686689 -5.985498 0.0093* 

DLOG(HETHCEXP) -4.805913 0.632945 -7.592942 0.0047* 

DLOG(HETHCEXP(-1)) -1.347086 0.536059 -2.512944 0.0867 

DLOG(HETHREXP) 5.509498 1.409412 3.909076 0.0297** 

DLOG(HETHREXP(-1)) 6.452093 1.027687 6.278267 0.0082* 

DLOG(ICTCEXP) 2.203541 0.645225 3.415152 0.0420** 

DLOG(ICTREXP) -2.339503 0.762801 -3.066990 0.0547 

CointEq(-1) -2.516232 0.281838 -8.927947 0.0030* 

R-Squared 0.950 F-statistic 17.4948* 

Adj. R-Squared 0.895 Durbin d* stat 1.958 

Note: *(**) implies 1% (5%) significance level;  

Source: Author, 2018 

 

After establishing the long-run relationship among the variables, the study investigated the 

short-run dynamics of the model through the Autoregressive Distributed Lag (ARDL) 

technique. This result reveals the Error Correction value which is used to measure the speed of 

convergence towards equilibrium among the variables. The coefficient of the ECM must be 

negatively signed and statistically significant, as this indicates that the speed of convergence 

among the variables towards equilibrium exists.  

 

The ECM result showed that the parameter of the error-correction terms is statistically 

significant and correctly signed. This confirmed the speed of convergence in the relationship 

among the variables. However, this would be used to calculate the speed of adjustment. That 

is, the time it takes the variables to converge in the long-run. Therefore, the coefficient of the 

ECM was negative and significant at 1% as evidenced in the table above. Hence, it took the 

variables approximately 4years to converge in the long-run. 

This result had no serial correlation problem and the overall model was statistically significant 

at 5% level. Also, the explanatory power of the model explained 89.5% of the total variations 

in the level of RPCI. Hence, the model has high goodness of fit. 

 

 

 

 

 

 

 

 

 

 

 



Dutse International Journal of Social and Economic Research Vol. 4, No. 1 July 2020 

  

 

73 

 

Table 4: ARDL Long-Run Results 
Dependent Variable: LOG(RPCI) 

Variable Coefficient Std. Error t-Statistic Prob.    

LOG(EDUCEXP) 1.651067 0.192341 8.584054 0.0033* 

LOG(EDUREXP) 2.694925 0.533931 5.047332 0.0150** 

LOG(GFCF) 0.740246 0.379405 1.951074 0.1461 

LOG(HETHCEXP) -2.843684 0.182337 -15.595724 0.0006* 

LOG(HETHREXP) -1.606467 0.595927 -2.695744 0.0741 

LOG(ICTCEXP) 0.875730 0.241758 3.622345 0.0362** 

LOG(ICTREXP) -0.929764 0.289858 -3.207656 0.0490** 

C -11.536275 2.102218 -5.487669 0.0119 

R-Squared 0.950 F-statistic 17.4948* 

Adj. R-Squared 0.895 Durbin d* stat 1.958 

Note: *(**) implies 1% (5%) significance level 

Source: Author, 2018 

 

The explanatory power of the model showed that approximately 89.5% of the total variations 

in RPCI were explained by EDUCEXP and other exogenous variables in the model. Hence, the 

model has strong goodness of fit. The value of the F-statistic showed that the independent 

variables significantly explained the dependent variable. Thus, the value suggests that the 

overall model is statistically significant at 1% level. The Durbin Watson statistic was close to 

2 which imply that the model has no serial correlation problem. 

 

The coefficient of EDUCEXP has positive sign and statistically significant at 1% level. The 

positive relationship exhibited by the coefficient of EDUCEXP indicated that a unit percent 

increase in the amount of capital expenditure on education would significantly increase the 

level of RPCI by 1.65 percent. The implication of this is that the contribution of EDUCEXP to 

RPCI would increase by the proportion of the capital expenditure on education in Nigeria. 

However, the coefficient of EDUREXP has positive sign and statistically significant at 5% 

level. The positive relationship exhibited by the coefficient of EDUREXP indicated that a unit 

percent increase in the amount of recurrent expenditure on education would significantly 

increase the level of RPCI by 2.70 percent. The implication of this is that the contribution of 

EDUREXP to RPCI would increase by the proportion of the recurrent expenditure on education 

in Nigeria. 

 

Furthermore, the coefficient of ICTCEXP has positive sign and statistically significant at 5% 

level. The positive relationship exhibited by the coefficient of ICTCEXP indicated that a unit 

percent increase in the amount of capital expenditure on ICT would significantly increase the 

level of RPCI by 0.88 percent. The implication of this is that the contribution of ICTCEXP to 

RPCI would increase by the proportion of the capital expenditure on ICT in Nigeria. 

  

More so, the coefficients of HETHCEXP and ICTREXP both have negative and significant 

effect on RPCI at 1% and 5% levels of significance respectively. The negative relationship 

exhibited by the coefficients of HETHCEXP and ICTREXP indicated that a unit percent 

increase in the amount of capital expenditure on health and recurrent expenditure on ICT would 

significantly decrease the level of RPCI by 2.84 and 0.93 percent respectively. The implication 

of this is that the contribution of HETHCEXP and ICTREXP to RPCI would decrease by the 

proportion of the capital expenditure on health and recurrent expenditure on ICT in Nigeria. 

 

Hence, the coefficients of GFCF and HETHREXP had positive and negative sign respectively 

but were not statistically significant. The implication of this is that both GFCF and 
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HETHREXP do not exhibit significant effect on the level of RPCI in Nigeria. More 

importantly, recurrent health expenditure shows that government of Nigeria is doing what is 

expected of them by making welfare a priority. This has in great way influenced the level of 

out of pocket expenditure of labour in the economy thereby depleting the disposable income 

of labour met for other social functions.  

 

Conclusion and Recommendations 

The study investigated the effect of health expenditure on sustainable development in Nigeria; 

it employed Schumpeter endogenous model and ARDL statistical techniques to examine both 

short and long term relationship. The results of the short run revealed that the parameter of the 

error-correction terms is statistically significant and correctly signed which confirmed the 

speed of convergence in the relationship among the variables. However, all the variables used 

in the model were significant in the long run except for recurrent health expenditure and 

domestic investment. The implications of these are that; government often misappropriates 

funds meant for welfare improvement of workers in the economy which led to out of pocket 

expenditure and pays little attention to domestic investment that brings about sustainable 

growth in the economy. Also, the epileptic and strikes action often embarked upon by the 

Nigeria labour congress over unpaid salaries arrears informed by out of pocket expenditure is 

another expression of government misappropriation of resources of Nigeria health services.  

 

Based on the above findings, it is recommended that; government should make health related 

issue in Nigeria a priority and pay more attention on health sector by ensuring judicious 

appropriation of health expenditure in Nigeria to enhancing sustainable growth. 

Government should avoid individual out of pocket expenditure to reduce poverty level of its 

labour force and increase its domestic investment necessary for welfare improvement to 

achieving the desired sustainable development. It is also suggested that a very strong institution 

that allows check and balance in the implementation of the health expenditure and health 

related issues be established. More importantly, efforts should be intensified to check the 

process of appropriation of funds in the health sector while attention should be focused to avert 

sharp practices within the system.   
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Abstract: Volatility in financial markets particularly the stock exchange market is an important 

issue that concerns theorists and practitioners. This paper examined the impact of COVID-19 

related cases and death on the Nigerian stock exchange market. Using the number of reported 

cases and death in Nigeria, China, and the US, and Nigerian stock exchange all share index 

daily data from 31st December 2019 to 16th April 2020, the study estimated GARCH 11, 

TGARCH 11, and EGARCH 11. The selection of best model was done based on Akaike Info, 

Schwarz and Hannan-quinn information Criteria; we found GARCH 11, TGARCH 11, and 

EGARCH 11 to be the best model for the studys. The study shows that only Nigerian confirmed 

cases have a significant impact on the Nigerian Stock Exchange's  All Share Index (NSE's ASI), 

suggesting that the changes in the external cases and death from China and U.S do not have a 

significant impact on the NSE's ASI  during the period of analysis. Also, TGARCH 11 and E-

GARCH 11 indicate the absence of leverage effect.  

 

Keywords:  COVID-19; EGARCH 11; TGARCH 11; Nigerian Stock Exchange; All share 

Index 

 

Introduction 

The outburst of the new coronavirus has caused a pandemic of respiratory disease (COVID-

19)   for which vaccines and targeted therapeutics for treatment are not identified (Wang, 

Drabek, Okba, Haperen, Osterhaus, Kuppeveld, Baagmans, Grosveld & Bosch, 2020). This 

pandemic has caused major concerns about public health in the entire world. At the same time, 

another major concern is about the economic consequences as households are required to stay 

at home to reduce the spread of the virus. The impact of this on the supply chain and financial 

stability of the firms, the financial sector, and the individuals is largely unknown. As a result, 

policymakers, businesses, and market participants are trying to estimate growth expectations 

for the coming years (Gormsen & Koijen, 2020). 

Nigeria like most of the countries in the world is likely to be affected in some ways-directly as 

a result of cases within the country and indirectly due to the closeness of a country with China 

as a trading partner and also the reliance on global oil price (The Impact of COVID-19, 2020). 

The Nigerian stock market is affected negatively since the outbreak of the virus. The Nigerian 

stock exchange market lost N2.3 Trillion within three weeks after the Nigerian first case – an 

18% decline (“The Impact of COVID-19”, 2020). Uncertainty is a major factor for the shock 

in the stock market which has implications for the economy. As investors can easily lose 

money, and businesses lose capital, spending by firms and individuals savings decrease to the 
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barest minimum. However, the Nigerian Stock Exchange (NSE)'s All Share index which shows 

general market performance, has so far taken a new direction, falling by 20.5 percent year-to-

date, while market capitalization has lost over 12.12 percent, closing at N11.1 trillion as at 

Monday 30th March 2020 (COVID-19 and Wealth Creation, 2020).  To put it in context, these 

economic indicators mirror business activities and company performances in the country. 

According to Omordion, when the performance of the stock market declines, it means investors 

are losing value as the worth of quoted company contracts, given that the performance of any 

stock market is determined largely by the well-being of its quoted companies which are 

generally affected by cycles or disruptions in the economy. This paper is aimed at investigating 

the impact of COVID-19 related cases and death on stock exchange market volatility in 

Nigeria. 

Literature Review 

There is a little but gradually expanding literature on the impact of COVID-19 on the stock 

market in the world. Such works are; Onali (2020) which examined the impact of COVID-19 

related cases and death on US stock market using GARCH (11), the study found that changes 

in the number of cases and death in the US and six other countries affected by the COVID-19 

do not have an impact on US stock return apart from the number of reported cases from China. 

Furthermore, the result suggested that the number of reported death in Italy and France have a 

negative impact on stock market returns and positive impact on the VIX returns. 

Baker, Bloom, Davis, Kost, Sammon, and Viratyosin (2020) using a text-based method, 

investigated the unprecedented stock market reaction to COVID-19 in the US, they argue that 

policy responses to the COVID-19 pandemic provide the most compelling explanation for its 

unprecedented stock market impact. 

Albulescu (2020) examined Coronavirus and financial volatility in the US.  The author 

searched for the effect of official announcement regarding new cases of infection and death 

ratio (China- Non outside China cases). On the financial markets volatility index (VIX), the 

result showed that the new cases reported in China and outside China have a mixed effect on 

financial volatility, the death ratio positively influences VIX, that outside China triggering a 

more important impact. Also, the higher the number of affected countries, the higher the 

financial volatility is. 

Given the emerging nature of the area, few studies were conducted with none from Nigeria. 

Therefore, our paper contributed to the existing literature by examining the impact of COVID-

19 related cases and death on the stock exchange market in Nigeria. 

Data and Method 

The daily data on the confirmed cases and death were collected from https://ourworldindata.org 

whilst those of the Nigerian Stock Exchange (NSE) all share indexes were obtained from 

https://www.investing.com/. The researcher collected data on confirmed cases and death for 

three countries namely; Nigeria, china and United States (U.S) we therefore have seven 

regressors (the lag of all share index included).  Both data collected covered the period from 

31st December, 2019 to 16th April, 2020. One of the limitations of the data is excluding 

weekends and public holidays. This is in view of the fact that Nigerian Stock market does not 

operate on such days.  

Garch Model: 

The Generalized autoregressive conditional heteroscedasticity (GARCH) (p,q) model of 

Bollerslev (1986) includes p lags of the conditional variance in the linear ARCH(q) conditional 

https://www.investing.com/


Dutse International Journal of Social and Economic Research Vol. 4, No. 1 July 2020 

  

 

78 

 

variance equation, the mean equation which is the same for all GARCH family can be presented 

as follows; 

yt =β0  + β1yt -1 +β2X2t +β3X3t + ɛt   …………………………………………….……………………….  (i) 

 

Where yt is the daily ASI, β0 is the intercept, yt -1 is one day lag of the ASI, X2t stands for the 

cumulative confirmed cases and death from Nigeria at time t, while X3t represents the total 

confirmed cases and death from the rest of the world (China and United States) at time t. 

Whereas the βo is the intercept of the model, while β1, β2and β3 are slope coefficients of the 

independent variables, that is Chinese confirmed cases and death and US confirmed cases and 

death, ɛt is the stochastic term which captures  other variables affecting the volatility of ASI 

that are not included in the model. The subscript‘t’ indicates that we are dealing with time 

series data. 

The conditional variance from the GARCH (1, 1) model may readily be calculated as: 

σ2
t= γo+γ1u2

t-1+θu2
t-1    ……………………………………………………………… (ii) 

 

Where σ2
t  conditional variance at time ‘t’γo is the intercept, γu2

t-1 is the ARCH term which 

captures the shocks from the previous period (day) measured as the lag of the squared residual, 

while θu2
t-1 is the GARCH term which measures the last periods forecast variance as a function 

of the past residuals. It measures the time taken for the volatility to die out. 

 

Threshold garch (T-garch) model: 

A major restriction of the ARCH and GARCH specifications above is the fact that they are 

symmetric. By this we mean that what matters is only the absolute value of the innovation and 

not its sign (because the residual term is squared). Therefore, in ARCH/GARCH models a big 

positive shock will have exactly the same effect in the volatility of the series as a big negative 

shock of the same magnitude. The main target of this model is to capture asymmetries in terms 

of negative and positive shocks. However, with regard to the news of COVID 19 related cases 

we assumed that this has impact on all share price index in Nigeria. The variance of TGARCH 

is specified as follows; 

σ2
t = γo + γ1u2

t-1 + θ u2
t-1dt-1 + ðht-l…………………………………………………………………………..iii 

Where dt takes the value of 1 for ut < 0, and 0 otherwise. So 'good news' and 'bad news' have 

a different impact. Good news has an impact γ, while bad news has an impact of γ+ θ. If θ > 0 

we conclude that there is asymmetry, while if θ = 0 the news impact is symmetric. 

 

Exponential garch (e-garch) model: 

The exponential GARCH or EGARCH model was first developed by Nelson (1991), and the 

variance equation for this model is given by: 

 

𝑙𝑜𝑔(ℎ𝑡) = γo + ∑ γ1 |
𝑈𝑡−𝑗

√ℎ𝑡−j
|

q
j=1 + ∑ €j

𝑈𝑡−𝑗

√ℎ𝑡−𝑗

q
j=1 + ∑ ð𝑖𝑙𝑜𝑔

q
i=1 (ℎ𝑡 − 𝑖) .....................iv 

Where γo, the γ1, €, and ð are parameters to be estimated. Note that the left-hand side is the 

log of the variance series. This makes the leverage effect exponential instead of quadratic, and 

therefore the estimates of the conditional variance are guaranteed to be non-negative. The 

EGARCH model allows for the testing of asymmetries as well as the TARCH. To test for 

asymmetries the parameters of importance are the €s. If €1 = €2 = ⋯ = 0, then the model is 

symmetric. When €i < 0, then positive shocks (good news) generate less volatility than 

negative shocks (bad news). 
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However, equation (i), (ii), (iii), (iv) and (v) are estimated using maximum likelihood function   

  𝐿(θ) = −
1

2
∑(In2π + Inσ2t +

u2

σ2t
) …………………………………….…....…v 

were σ2
t   is specified in each of the GARCH models. 

 

Result Discussion 

Stationary Test: 

Evidences from descriptive statistics show that the variables are not stationary. We performed 

a unit root test on each of the variable since the variables are time series in nature. This enables 

us to avoid the problems of spurious result that are associated with non-stationary time series 

models. 

From table 1, all share index (ASI), Nigerian number of death (NGD), China number of death 

(CDT), and US confirmed cases (USC) are all stationary at first difference. While Nigerian 

confirmed cases (NGC), China confirmed cases (CCC), and US number of death (USD) are all 

stationary at levels.  

Heteroskedasticity Test (ARCH): 

From table 2, the ARCH LM test for heteroskedasticity shows that the hypothesis of no 

heteroskedasticity for all the variables can be rejected. Hence, it can be seen that these variables 

are heteroskedastic in their distribution which makes the application of an ARCH estimation 

technique plausible. 

GARCH (1, 1) 

Table 3 shows the mean equation, the lag of ASI from the table is positive, meaning that the 

current value of ASI depends on the previous price. In other words, a one Naira increase in ASI 

during the previous day increases the price of the stock by 27%, meaning that the future price 

of ASI can be forecasted using the current price. However, is statistically insignificant. 

The coefficients of Nigerian confirmed cases from table 5 is positive and statistically 

significant with p values 0.084, which means the Nigerian confirmed cases have a significant 

impact on the Nigerian stock exchange market. However, the sign is contrary to a priori 

expectation of negative sign. The reason for the wrong sign might not be unconnected with the 

perception of many residents that the virus is not in existence in Nigeria the government only 

plays politics to get sympathy from international donors for donations. In line with the a priori 

expectation, Nigerian death cases have a negative signs; however, it is not statistically 

significant as it shows a p-value of 0.44. The Chinese and U.S confirmed cases and death are 

all statistically insignificant. This is in line with the finding of Onali (2020), that changes in the 

number of cases and deaths in the US and six other countries majorly affected by the Covid-19 

crisis do not have an impact on the US stock market returns, apart from the number of reported 

cases for China. 

 From table 4, ARCH and GARCH terms are both statistically significant with p values of 0.01 

and 0.02 respectively, meaning that the internal shocks do significantly contribute to the 

changes in the volatility of NSE's ASI.  

T-GARCH (1, 1) 

Table 4 shows TGARCH result equation (iii) estimate, from it, we can see that the ARCH 

coefficient is positive and statistically significant with a p-value of 0.0577, this implies that 

previous shock influence the current stock volatility in Nigerian stock exchange. Also, the 

GARCH coefficient is positive as expected and is statistically significant with the probability 
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value of 0.0215. This confirmed that the previous volatility influences the current stock 

volatility in NSE's all-share index. The summation of ARCH and GARCH components is less 

than one (0.946746) which shows that the volatility is persistent within the period of analysis. 

The asymmetric component shows no presence of leverage effect; the coefficient is positive 

and statistically insignificant. This shows that there is symmetry in terms of volatility. This 

confirms the absence of leverage effect in NSE'ASI within the period of analysis. 

E-GARCH (1, 1) 

From table 4, the result indicates the absence of leverage effect meaning that good news causes 

less volatility than good news, and is significant as its p-value stands at 0.0005. 

The ARCH and GARCH terms suggest that internal shocks that cause volatility in ASI are 

statistically significant. The coefficient of GARCH 0.373285 indicates that previous volatility 

influences the current volatility of ASI in the Nigerian stock exchange market; the result is 

statistically significant at 10% level of significance. The other cases and death from China and 

the U.S are all statistically insignificant, meaning that they do not contribute significantly to 

changes in the volatility of NSE's ASI. 

Diagnostic Test 

The diagnostic test presented in appendix ii shows that the three models (GARCH 11, 

TGARCH, and EGARCH) passed two of the three residual diagnostic tests, vis;, Normality 

test (Jarque-Bera) and heteroskedasticity test (ARCH), however, they did not pass serial 

correlation (correlogram of standard residuals) 

With regard to serial correlation, a correlogram of standard residuals was employed to see 

whether an error transfers from one day to another. The p-value for the test stands at 0.012, 

0.012, and 0.018 for GARCH11, TGARCH 11 and EGARCH 11 respectively, we, therefore   

reject the null hypotheses of no serial correlation in the three models.  

For the Normality test, Jarque-Bera was used to check whether the residuals are normally 

distributed. The P values for the test are 0.18, 0.28, and 0.38 for GARCH11, TGARCH11, and 

EGARCH11 respectively, hence we fail to reject the null hypothesis and conclude that the 

errors are normally distributed with (0) mean and constant variance for all the models which 

are desirable. With respect to the heteroskedasticity test, we use ARCH test and obtained 0.43, 

0.55, and 0.99 as the p values for the three models for the observed R-square. Therefore we fail 

to reject the null hypothesis and conclude that the variances of the residuals are homoskedastic 

(constant) for all the models. 

 

Conclusion 

This paper is to the best of our knowledge, the pioneer effort to investigate the impact COVID-

19 on the Nigerian stock exchange market (ASI). We generated data on Nigerian confirmed 

cases and death and two other countries (China and U.S) and Nigerian All-share index from 

31st December 2019 to 16th   April 2020. Volatility models were employed (GARCH 11, 

TGARCH 11 & E-GARCH 11).  The findings of the results suggest that only Nigerian 

confirmed cases have a significant impact on the NSE's ASI, suggesting that the changes in the 

external cases and death from China and U.S do not have any impact on the NSE's ASI during 

the period of the analysis. The models, TGARCH 11 & E-GARCH 11 indicate the absence of 

leverage effect in the models. 
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APPENDIX 1 

 TABLE I.  UNIT ROOT TEST. 

VARIABLE LEVEL FIRST DIFFERENCE ORDER OF INTEGRATION 

ASI* -3.069721 
( 0.1213) 

-5.160197 
( 0.0003) 

I(1) 

NGC* -4.518064 
(0.0030) 

 I(0) 

NGD* 1.452687 
(1.0000) 

-4.581594 
(0.0024) 

I(1) 

CCC* -5.071258 
(0.0005) 

 I(0) 

CDT* -1.955007 
(0.6155) 

-17.25050 
(0.0001) 

I(1) 

USC**  1.548715 
(1.0000) 

-3.208121 
( 0.0923) 

I(1) 

USD** -4.136764 
(0.0092) 

 I(0) 

Note: * and ** indicate 5% and 10% level of significant respectively 

Source: Researchers’ computation using E-VIEWS 9.0 

Table  II ARCH TEST 

   
     

                                                   Heteroskedasticity Test: ARCH 
F-statistic                                     13.34966  Prob.( F1,71)                                                               0.0005 

Obs R-squared                            11.55340  Prob. Chi-Square(1)                                                   0.0007 

 

TABLE III GARCH (1,1) 

MEAN EQUATION 

Variables Coefficient Std. Error Z-Statistic Probability 

ASI(-1) 0.026881 0.019452 1.381958 0.1670 

NGC** 16.05616 9.313279 1.724007 0.0847 

NGD -152.8386 200.1772 -0.763516 0.4452 

CCC 0.002706 0.027638 0.097912 0.9220 

CDT -0.156287 1.731236 -0.090275 0.9281 

USC 0.006344 0.027164 0.233532 0.8153 

USD -0.084372 0.379575 0.222279 0.8241 

Note: * and ** indicate 5% and 10% level of significant respectively 

Source: Researchers’ computation using E-VIEWS 9.0 
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Table IV, VARIANCE EQUATION, GARCH (1,1) TGARCH(1,1) & EGARCH (1,1) 

 
 
Model 

 
Parameter 

 
Estimate 

 
P-value 

 
GARCH (1,1) 
 
 
 

Γo 
γ1 
θ 

11987.15 
0.508698 
0.462231 

0.1478 
0.0101 
0.0177 

 
T-GARCH(1,1) 

Γo 
γ1 
ð 
θ 

11493.68 
0.479369 
0.069205 
0.467377 

0.1933 
0.0577 
0.8228 
0.0215 

E-GARCH(1,1) Γ0 
γ1 
€ 

Ð 

1236.655 
6.375269 
0.964580 
0.373285 

0.1356 
0.0086 
0.0005 
0.0804 

 

GARCH (1,1) 

Serial correlation 
       

       

Autocorrelation Partial Correlation  AC   PAC  Q-Stat  Prob* 
       

       

      . |**    |       . |**    | 1 0.287 0.287 6.3399 0.012 
       

       

*Probabilities may not be valid for this equation specification. 
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Normality   test 

 

 
 
Heteroskedasticity Test: ARCH   
     

     

F-statistic 0.588685     Prob. F(1,71) 0.4455 

Obs*R-squared 0.600291     Prob. Chi-Square(1) 0.4385 
 
 
 
T-GARCH(1,1)    
     

 

 

Heteroskedasticity Test: ARCH   
     

     

F-statistic 0.346364     Prob. F(1,71) 0.5580 

Obs*R-squared 0.354392     Prob. Chi-Square(1) 0.5516 
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Std. Dev.   1.006637

Skewness  -0.356555

Kurtosis   3.554816

Jarque-Bera  2.517072

Probability  0.284070 
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Serial correlation 
 
Autocorrelation Partial Correlation  AC   PAC  Q-Stat  Prob* 
       

       

      . |**    |       . |**    | 1 0.288 0.288 6.3839 0.012 
       

       

*Probabilities may not be valid for this equation specification. 

 

 

E-GARCH (1,1) 

Normality Test 
 

 

 

Heteroskedasticity Test: ARCH   
     

     

F-statistic 2.40E-05     Prob. F(1,71) 0.9961 

Obs*R-squared 2.47E-05     Prob. Chi-Square(1) 0.9960 
     

     

     
       
 
Serial correlation 
Autocorrelation Partial Correlation  AC   PAC  Q-Stat  Prob* 
       

       

      . |**    |       . |**    | 1 0.269 0.269 5.5881 0.018 
       

       

*Probabilities may not be valid for this equation specification. 
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Oil Price – Growth Nexus in Nigeria:  

Testing for Asymmetry 
 

Zakari Yusuf Halilu 

Department of Economics, School of Secondary Arts and Social Sciences Education, 

Federal College of Education, P.M.B. 1041, Zaria, Kaduna State, Nigeria. 

 

Abstract: This paper examined the oil price-growth nexus in Nigeria by accounting for the 

asymmetric effect of crude price changes and the role of the global financial crisis of 2008-

2009. The study adopted the Nonlinear Autoregressive Distributed Lag (NARDL) model of 

Shin et al. (2014) using secondary data which spanned the period of 37 years, from 1981 to 

2017. Findings revealed that the Nigerian economy is influenced by movements in Brent crude 

oil price, equally in both short and long runs after incorporating the role of the last global 

financial crisis in the oil price-growth regression. The study also identified inflation plus real 

exchange rate as significant determinants of growth in Nigeria though with varying time 

horizon. It therefore, recommends amongst others that the government should give more 

attention to the real and productive sectors of the economy so as to take advantage of any real 

exchange rate depreciation as well as put inflationary tendencies in check. 

 

Keywords: Oil price, growth, asymmetry 

  

Introduction 

Crude has of recent turned out to be one of the prime determinants of economic activities owing 

to the huge energy demand in spite of the need for diversification of energy sources. This is not 

unconnected with the fact that crude remains a key input in the production process till date. 

There seem to be consensus amongst authors on the existence of a strong relationship amongst 

crude price and a country’s growth but what remains unclear is the nature or form the 

relationship assumes. This is because a change in the price of crude could have divergent 

impact on different economies depending on which side of the divide an economy sits. Say, a 

rise in the price of crude for an oil exporting country could be welcoming and unwelcoming 

for an oil importing one; and the result could be mixed for an economy like Nigeria’s that 

exports and imports the product (in a refined form to meet local energy demand). 

 Ogboru, Rivi and Idisi (2017) argued that variations in crude price is a normal phenomenon in 

the international market for crude coz the world economy has experienced series of alterations 

in the price of crude over time. These changes in price, otherwise christened oil price shocks 

are characterized by episodes that precede them. Hamilton (2011) aptly noted that, the greatest 

petroleum shocks after the Second World War (WWII) includes the Suez Crisis of 1956 to 

1957; the Organization of Petroleum Exporting Countries (OPEC) crude ban of 1973 to 1974; 

the Iranian revolt of 1978 to 1979, the Iran – Iraq Warfare instigated in 1980; the first Arabian 

Gulf Warfare in 1990 to 1991; and the 2007-2008 petroleum price spike. 

The price of crude rose to an all – time high of $107.9 in 2013; this was approximately the peak 

price chronicled in the crude market recently (Sanya, 2015). But it assumed a downward trend 
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in 2014 where it fell to $52 per barrel then to $31.27 per barrel by 2015 signalling a significant 

decline marginally below what it was in 1982 which was linked to disequilibrium in the market 

caused by excess supply of the product by petroleum exporting countries. Maugeri (2016) 

averred that the excess supply in crude was a function of the substantial growth in output of the 

major crude producers (United States and Iraq) and the production (cuts) embargo placed on 

OPEC by Saudi Arabia. 

Moreover, positive oil price shocks according to Mordi and Adebiyi (2010) raise the production 

cost instantaneously for petroleum importing countries which then brings about a decline in 

output relative to the slope of the aggregate demand (AD) curve hypothetically. Higher crude 

prices affect disposable income plus consumption negatively and when it is perceived as being 

permanent, private investment follows suit. Likewise, if the shocks are perceivably never-

ceasing, the use of crude for production decreases, the productivity of capital and labour follow 

suit as well as the potential output (Berument, Ceylan & Dogan, 2009). Empirical evidence 

from other studies posit that growing crude prices negatively affects output and give rise to the 

general price level (Rasche & Tatom, 1977, 1981; Darby, 1982; Burbidge & Harrison, 1984; 

Hamilton, 1983, 1996; Mork, 1989; Santini, 1985; Gisser & Goodwin, 1986; Lee, Ni & Ratti, 

1995). So, government revenue suffers increasing decline as well as trade and exchange rates. 

The foreign exchange conditions further worsen and affected productivity of these states 

because the degree of substitutability for oil is low especially in the short – run where the 

demand for the product is inelastic. Even though depreciation positively influences the 

domestic final demand for petroleum – importing countries, prices could surge owing to the 

exchange-rate pass – through then output could fall as a result of increased input costs 

(Berument et al., 2009) which is not the same for petroleum exporting countries. Hence, the 

impact is usually felt through the supply and demand channels which could differ in cases 

where a country exports, imports or engages in both. 

However, the global oil market trend as shown by the sharp decline in the price of oil in the 

recent past has become worrisome for oil producing countries given its wider implications on 

economic performance and growth in these countries. Notably, the OPEC average monthly 

basket price of crude which was at its peak in June, 2014 (at $107.89) dropped significantly to 

$59 per barrel at the end of the year. It further declined to $54.4 by the end of March, 2015, 

bringing about an unexpected and huge cut in revenue of the Nigerian government from crude 

sales (Gummi, Buhari & Muhammad, 2017), foreign exchange decline and subsequently a 

negative GDP per capita growth rate of -4.17 per cent was recorded in 2016 (World Bank, 

2019). Consequently, Nigeria has not fared better in her drive to achieve economic prosperity 

given the susceptible nature of her monoculture economy to vagaries of the international 

market for crude. 
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Figure 1: GDP growth and Brent oil price (1981-2017) 

 

The figure above depicts the movements in the price of oil (Brent Crude) and growth (real 

GDP) over the period of 37 years, precisely from 1981 to 2017. GDP growth is represented on 

the left – hand side of the graph, while the right – hand side has the Brent oil price. It would be 

observed that GDP growth has largely been unpredictable in relation to the price of oil over the 

time period. As soon as the price of crude fell by 5% in 1985, real GDP fell by -612% in the 

same year but once the price of crude fell slightly in 1991, real GDP fell sharply by -97% 

implying a significant effect on the country’s economy. Also, when oil price began an upward 

movement in 2003, real GDP increased marginally and was unaffected by the subsequent oil 

price decrease of 2009 (was fairly stable). Real GDP remained flat in 2013 despite the sharp 

decrease in oil price after which it assumed a downward trend in the succeeding years. This 

suggests an imbalance in the movement between the two variables. 

Following from this chapter, the paper is structured as follows: section 2 overviews background 

to the study; section 3 gives a brief review of related literatures; section 4 presents the 

methodology and model specification; section 5 covers the discussion of results; and section 6 

concludes the paper. 

Theoretical Review 

The following theories were considered so as to provide theoretical underpinning for the paper: 

symmetric relationship theory of economic growth, asymmetry – in – effects theory of growth, 

mainstream theory of growth plus renaissance growth supposition. 

The symmetric relationship theory of economic growth otherwise known as the linear 

relationship growth theory averred that there is an inverse and significant relationship amongst 

variations in the price of crude and GDP growth. This was established by Hamilton (1983) in 

a study of the effect of crude price on the U.S. economy as of Second World War by employing 

data collected from 1948 to 1972. In contrast, the asymmetry – in – effects theory of economic 

growth suggests that the effect on growth is unclear in the case of a decline in the price of crude 

and negative on economic growth (measured in terms of future GDP) when there is an increase 

-.12

-.08

-.04

.00

.04

.08

.12

.16

0

20

40

60

80

100

120

1985 1990 1995 2000 2005 2010 2015

GDP growth (%)

Brent oil price ($/per barrel)



Dutse International Journal of Social and Economic Research Vol. 4, No. 1 July 2020 

  

 

89 

 

in the price of crude. This asymmetry impact was further supported by the findings of Mark, 

Olsen and Mysen (1994) who subscribed to the theory. 

While the protagonists of the Renaissance growth model argued that changes in the price of 

crude and volatility in the price of crude equally exert negative effect on growth in diverse 

fashions (Lee, 1998) as cited in (Oriakhi & Iyoha, 2013), for the mainstream theory the price 

of crude is key to determining growth because it is commensurate to its marginal product (M.P). 

These theories suggest a link between crude price and economic growth in terms of how the 

former influences the latter; and that this transmission effect may vary from one economy to 

the other depending on how an economy participate in the international market for crude either 

as a net exporter or net importer of crude. Thus, this paper relies on the Renaissance framework 

as it provides a basis for further inquiry into the symmetry and asymmetry debates in extant 

literatures. 

Empirical Review 

A number of (empirical) studies have examined the relationship amongst oil price and growth, 

few of which are reviewed below. 

Gunu and Kilishi (2010) examined the impact of crude oil price changes on four key 

macroeconomic variables using the Vector Autoregressive (VAR) model and discovered that 

crude prices exact considerable impact on real GDP, money supply as well as unemployment 

save for the consumer price index. The variables utilized by the study include real GDP, 

unemployment, CPI, money supply M1 and crude oil prices sourced from the bulletin of the 

Central Bank of Nigeria (CBN) and the bulletin of OPEC respectively. 

Bouzid (2012) employed the Vector Error Correction (VEC) Model in analysing the causal 

relationship amongst crude prices and growth in Tunisia over a time period of 49 years, i.e. 

1960 to 2009. The result showed the presence of a long – term relationship amongst energy 

prices and growth, while the Granger pairwise causality test laid bare a one-way causality 

running from real GDP to crude oil prices. Meaning that oil price shock each Granger cause 

real GDP in Tunisia within the study period. These findings showed that international oil price 

is a critical determinant of economic growth in Tunisia within the sample period. 

Akpan (2009) examined the dynamic relationship flanked by crude price shocks and key 

macroeconomic variables in Nigeria by employing a VAR approach. The work adopted 

quarterly observations for the period 1970 to 2007. The variables which were sourced from 

secondary sources comprised real oil price, real industrial production, real effective exchange 

rate, real public expenditure and inflation. It revealed a strong positive relationship between 

positive oil price changes and real government expenditures but with oil price fluctuations 

having a marginal impact on industrial output growth. Also that, the significant appreciation in 

the real effective exchange rate points to the Dutch disease syndrome. 

Iwayemi and Fowowe (2011) conducted an empirical analysis of the effects of crude price 

shocks on Nigeria. The econometric techniques employed by the study include time series tests, 

Granger causality test, impulse response and variance decomposition while the variables 

include real GDP, public spending, inflation, real conversion rate and net exports on the basis 

of quarterly data for Nigeria as of the first quarter (Q1) of 1985 to the fourth quarter (Q4) of 

2007 all obtained from the CBN. The findings revealed that crude price shocks don’t exact 

significant impact on majority of the macroeconomic variables in the country. The outcome of 

their analysis each indicated that varied amounts of linear and positive crude shocks have not 

influenced the variables under consideration, but in the case of negative crude shocks, growth 
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and real exchange rate were significantly influenced thus, corroborating the presence of 

asymmetric effects of crude price shocks. 

Ogboru, Rivi and Idisi (2017) studied the impact of variations in prices of crude on growth in 

Nigeria as of 1986 to 2015 using time series data on price of crude, the rate of inflation, real 

effective rate of exchange, petrol price and GDP growth rate from second hand sources. The 

method of analysis utilized by the study includes Tests of Ng – Perron and Zivot – Andrews; 

Johansen co – integration test, Vector Error Correction Model (VECM) as well as the Granger 

causality test. The study found that the price of crude influences growth in the country 

positively and recommends economic diversification, establishment of new refineries and 

timely turn around maintenance (TAM) of the existing refineries, espousal of flexible foreign 

exchange policy and the introduction of shock absorber for the economy. 

Alley, Asekomeh, Mobolaji and Adeniran (2014) analysed the impact of crude price shocks on 

the economy of Nigeria. The data collected from 1981 to 2012 was estimated utilizing the 

General Methods of Moment (GMM). The findings revealed that oil price favoured Nigeria 

due to its positive impact on the economy, while oil price shocks disfavoured the country as a 

result of its negative impact on the economy particularly in the area of economic management. 

Mordi and Adebiyi (2010) applied the structural Vector Autoregressive (VAR) model to 

analyse the asymmetric effect of crude shocks on growth and prices in Nigeria using monthly 

data from January 1999 to December 2008. The variables considered in the study comprised 

real GDP, CPI, monetary aggregate (M2), deposit rate, real exchange rate and crude prices 

asymmetry. The result of the study suggests that the effect of crude price shocks on growth 

plus prices is asymmetric such that a decline in the price of crude had far reaching impact 

relative to an increase in the price of the product. Likewise, variations in the price of crude 

significantly influenced the variance decompositions of output and prices. The study suggests 

the adoption of a policy on price stability with price variations in oil as the prime mover. 

Nusair (2016) examined the impact of crude price spikes on the real gross domestic product of 

countries of the Gulf Cooperation Council (GCC) utilizing the nonlinear (cointegrating) 

autoregressive distributed lag (NARDL) model. The study found proof of asymmetries in each 

of the events while concluding that favourable vicissitudes in crude prices exact considerable 

impact on real gross domestic product than the negative variations. Real GDP as well as Dubai 

real crude price stated in US constant price of 2005 obtained from secondary sources were the 

variables used in the study. 

Methodology and Model Specification 

The grounds for espousing the framework of non-linear autoregressive distributed lag model 

(NARDL) by this paper are as follows: First, NARDL framework in contrast to a static model, 

takes into account the static and dynamic effect(s) of the regressor(s) on the regressand. Second, 

the model proffers a method for estimating long run relationship amongst variables known as 

Bounds test. It is a pliable test that conciliates variables of different order of integration unlike 

other tests (Engle-Granger and Johansen tests). Lastly, it permits one to express the dynamic 

effect of both positive and negative values of a regressor on a (specific) regressand (see 

Adekunle & Ndukwe, 2018). 

The paper espoused both the Augmented Dickey-Fuller (ADF) test and the Bounds test for 

cointegration. While the ADF test is utilized to ascertain the stationarity of series and a series 

is said to be stationary when the alternative hypothesis is accepted at any (given) confidence 
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level, the Bounds test is used to shew long-run relation amongst the variable quantities in 

question by way of juxtaposing the calculated F-statistics with the critical bound values. 

However, the NARDL framework of order (p, q) developed by Shin et al (2014) to quantify 

the asymmetric effects of crude price changes (rise and fall) which also incorporates the role 

of the world financial crisis of 2008-2009 is specified as follows: 

∆𝐼𝑛(𝑅𝐺𝐷𝑃)𝑡 = 𝛾1𝐼𝑛(𝑅𝐺𝐷𝑃)𝑡−1 + 𝛾2𝐼𝑛(𝑅𝐸𝑋𝑅)𝑡−1 + 𝛾3
+𝑂𝐼𝐿𝑃𝑡−1

+ + 𝛾3
−𝑂𝐼𝐿𝑃𝑡−1

− + 𝛾4𝐼𝑁𝐹𝑡−1 +

∑ 𝛿𝑖∆𝐼𝑛(𝑅𝐺𝐷𝑃)𝑡−𝑖
𝑝−1
𝑖=1 + ∑ 𝜃𝑗∆𝐼𝑛(𝑅𝐸𝑋𝑅)𝑡−𝑗

𝑞1−1
𝑗=0 + ∑ 𝜇𝑗

+∆𝑂𝐼𝐿𝑃𝑡−𝑗
+𝑞2

+

𝑗=0 +

∑ 𝜇𝑗
−∆𝑂𝐼𝐿𝑃𝑡−𝑗

−𝑞2
−

𝑗=0 + ∑ 𝜑𝑗∆𝐼𝑁𝐹𝑡−𝑗
𝑞3−1
𝑗=0 + 𝛽′𝑍 + 𝜖𝑡                                                            (1) 

The error correction model associated with eq. (1) is obtained as follows: 

∆𝐼𝑛(𝑅𝐺𝐷𝑃)𝑡 = 𝛾1(𝐼𝑛(𝑅𝐺𝐷𝑃)𝑡−1 − [−
𝛾2

𝛾1
𝑅𝐸𝑋𝑅𝑡−1 −

𝛾3
+

𝛾1
𝑂𝐼𝐿𝑃𝑡−1

+ −
𝛾3

−

𝛾1
𝑂𝐼𝐿𝑃𝑡−1

− −
𝛾4

𝛾1
𝐼𝑁𝐹𝑡−1] +

∑ 𝛿𝑖∆𝐼𝑛(𝑅𝐺𝐷𝑃)𝑡−𝑖
𝑝−1
𝑖=1 + ∑ 𝜃𝑗∆𝐼𝑛(𝑅𝐸𝑋𝑅)𝑡−𝑗

𝑞1−1
𝑗=0 + ∑ 𝜇𝑗

+∆𝑂𝐼𝐿𝑃𝑡−𝑗
+𝑞2

+

𝑗=0 +

∑ 𝜇𝑗
−∆𝑂𝐼𝐿𝑃𝑡−𝑗

−𝑞2
−

𝑗=0 + ∑ 𝜑𝑗∆𝐼𝑁𝐹𝑡−𝑗
𝑞3−1
𝑗=0 + 𝛽′𝑍 + 𝜖𝑡                                                            (2) 

By permitting, 
𝐸𝐶𝑇 = 𝐼𝑛(𝑅𝐺𝐷𝑃)𝑡−1 − 𝜌1𝑅𝐸𝑋𝑅𝑡−1 − 𝜌2

+𝑂𝐼𝐿𝑃𝑡−1
+ − 𝜌2

−𝑂𝐼𝐿𝑃𝑡−1
− − 𝜌3𝐼𝑁𝐹𝑡−1 

Where, 

𝜌1 = −
𝛾2

𝛾1
,   𝜌2

+ = −
𝛾3

+

𝛾1
,   𝜌2

− = −
𝛾3

−

𝛾1
,   𝜌3 = −

𝛾4

𝛾1
              (3) 

Eq. (2) thence turn out to be: 

∆𝐼𝑛(𝑅𝐺𝐷𝑃)𝑡 = 𝛾1𝐸𝐶𝑇 + ∑ 𝛿𝑖∆𝐼𝑛(𝑅𝐺𝐷𝑃)𝑡−𝑖
𝑝−1
𝑖=1 + ∑ 𝜃𝑗∆𝐼𝑛(𝑅𝐸𝑋𝑅)𝑡−𝑗

𝑞1−1
𝑗=0 + ∑ 𝜇𝑗

+∆𝑂𝐼𝐿𝑃𝑡−𝑗
+𝑞2

+

𝑗=0 +

∑ 𝜇𝑗
−∆𝑂𝐼𝐿𝑃𝑡−𝑗

−𝑞2
−

𝑗=0 + ∑ 𝜑𝑗∆𝐼𝑁𝐹𝑡−𝑗
𝑞3−1
𝑗=0 + 𝛽′𝑍 + 𝜖𝑡                                                                                  (4) 

𝐸𝐶𝑇 stands for error correction term and its associated coefficient (𝛾1) symbolises the 

adjustment parameter. The ECT measures the speed of adjustment of the regressand. That is, 

the rate at which the regressand (say, the natural log of real GDP utilized as a proxy for growth) 

adjusts from its short run disequilibrium value to that of its long run. Also, the adjustment 

parameter must be negative, less than 1 in numerical value and significant statistically at any 

of the established levels. 𝐼𝑛(𝑅𝐺𝐷𝑃) represents the natural log of real GDP, 𝑅𝐸𝑋𝑅 is Real 

exchange rate (a proxy for the external macroeconomic environment), 𝑂𝐼𝐿𝑃+and 𝑂𝐼𝐿𝑃−stand 

for the positive and negative changes in Brent crude price respectively, 𝐼𝑁𝐹 is inflation rate 

(%), ∆ is the first difference operator, 𝛿𝑖, 𝜃𝑗, 𝜇𝑗
+, 𝜇𝑗

−,𝜑𝑗are short-run parameters while 𝜌1, 𝜌2
+, 

𝜌2
−, 𝜌3 represent the long-run parameters, 𝛽 symbolizes a vector of parameters on variable set 

𝑍, which includes the 2008-09 global financial crisis dummy variable and an interactive term 

involving negative changes in oil price and the crisis dummy variable (the interactive term was 

included to explain the impact of the world economic crisis on growth through the oil price 

channel), 𝑝 − 1 denotes the maximum lag length for the response variable, while 𝑞𝑗 − 1 for 𝑗 =

1,2,3 represent the maximum lag lengths for the independent variables, and 𝜖𝑡 is the residual 

term, with “𝑡” indicating time dimension. 

With respect to eq. (4), the restrictions on the short-run and long-run coefficients are as follows: 

𝛿𝑖 > or < 0; 𝜃𝑗 > 0 and 𝜌1 > 0; 𝜇𝑗
+ > 0 and 𝜌2

+ > 0; 𝜇𝑗
− < 0 and 𝜌2

− < 0; 𝜑𝑗 < 0 and 𝜌3 < 0; 

𝛽 >or < 0. Theoretically, it is expected that increases in oil price are associated with increases 

in output, while decreases in oil price are associated with decreases in output for oil exporting 

country, but the reverse is the case for an oil importing country (see Mork, 1989 and Lee et al, 

1995). Traditionally, inflation is inversely related to output through the nominal interest rate 
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channel. Likewise, a positive relationship is expected between real exchange rate and output 

(real appreciation is anti-growth whereas real depreciation is pro-growth). 

 

Data Scope and Sources 

The study is limited to the Nigerian economy over the period of 1981 and 2017. The data on 

real GDP, inflation, Nigeria’s and the US GDP deflator, real exchange rate and the price of 

Brent crude were sourced from the World Development Indicators (2019) of the International 

Bank for Reconstruction and Development. 

Results and Discussion 

This section discusses the results from unit root test, cointegration test, and model estimation. 

The Result of the Unit Root Test 

The result of Augmented Dickey-Fuller (ADF) unit root test is shown in Table 1. Having 

evaluated the three ADF tests, regressions including models having intercept and trend, just 

intercept; and with none, only the test of regression(s) that are close to rejecting the null 

hypothesis of nonstationarity are reported. Accordingly, it can be observed that positive as well 

as negative changes in crude price (i.e., crude price increase and decrease, respectively) and 

inflation rate are stationary at levels, while the other two variables comprising, the natural logs 

of real exchange rate plus real gross domestic product become stationary only after first 

differencing. Since there is a combination of I(0) plus I(1) series, the usage of Bounds test for 

cointegration is required. 

Table 1: Result of ADF Unit root Test 
Variable Level First  Difference I(d) 

𝐼𝑛(𝑅𝐺𝐷𝑃) -1.487a -3.672**a I(1) 

𝑂𝐼𝐿𝑃+ -3.939**a -------------------† I(0) 

𝑂𝐼𝐿𝑃− -3.967***b ------------------- I(0) 

𝐼𝑁𝐹 -3.893**a ------------------- I(0) 

𝐼𝑛(𝑅𝐸𝑋𝑅) -2.399b -4.843***b I(1) 

Note: ***, ** evince the acceptance of the alternative hypothesis of no unit root at 1% and 5%, severally; I(d) by 

default signifies the order of integration as well as the number of times a series has to be differenced to turn 

stationary; †suggests that it is not necessary to report the first difference of a series that is stationary at levels; 

superscripts “a” and “b” represent ADF test regressions having intercept & trend and just intercept. 

Source: Computation by the author. 

The Result of the Bounds Cointegration Test 

Table 2 reports the results of the non-linear ARDL Bounds test for cointegration conducted on 

the growth regressions with asymmetry only and with asymmetry & structural breaks. Since 

the F-statistics associated with the two models are above the upper critical (I(1)) bound at 1% 

confidence level, we can conclude that there exists a long run relationship amongst oil price-

growth nexus after controlling for other variables including inflation and real exchange rate. 

By implication, the presence of cointegration betwixt real GDP growth and its determinants 

requires the estimation of short run along with long run non-linear ARDL models alike. 
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Table 2: Result of non-linear ARDL Bounds Test for Cointegration 
 Model I Model II 

F-statistic 7.044 6.709 

Critical Values 

Significance I(0) Bound I(1) Bound I(0) Bound I(1) Bound 

10% 2.45 3.52 2.26 3.35 

5% 2.86 4.01 2.62 3.79 

2.5% 3.25 4.49 2.96 4.18 

1% 3.74 5.06 3.41 4.68 

Note: Model I accounts for asymmetry (that is, positive and negative changes in Brent oil price) only, while Model II 

accounts for both asymmetry and structural breaks (that is, the 2008-09 global financial crisis).  

Source: Computation by the author. 

The Regression Result 

Table 3 presents the short run as well as the long run estimates of the non-linear ARDL model 

of growth. There’s a predictable negative relationship flanked by the rate of inflation and real 

GDP. The transmission mechanism through which inflation affects output is nominal interest 

rate, so the higher the rate of inflation, the higher is the cost of borrowing (interest rate), and 

hence the lower the amount of resulting investment plus output. The impact of rising inflation 

on growth is only significant in the short-run and when the asymmetric effects of Brent oil price 

changes only are accounted for. Similarly, there’s a predictable positive relation amongst real 

exchange rate and real GDP growth. The influence of real exchange rate is significant both in 

the short run as well as the long run when the role of asymmetry and structural breaks are 

incorporated into the oil price-growth regression. By implication, a rise in real exchange rates 

(or real depreciation) is associated with increased output, thereby reflecting the high 

international competitiveness of Nigerian-made products. 

Moreover, there is an unexpected positive relationship between negative changes in oil price 

and real GDP growth both in the short run and also the long run. The impact coefficient, all the 

same becomes statistically significant at the 5% level in the long run only. For instance, the 

sharp decline in oil prices from its all-time peak in 2014 had a retrospective adverse effect on 

the Nigerian economy as evidenced by the recession of 2016. The fall out of the 2008-09 global 

financial crisis does not seem to significantly affect growth in the country. Meanwhile, the part 

of the crisis becomes significant after interacting the negative changes in oil price term with 

the crisis dummy variable. This result reflects perhaps the active role of fiscal and monetary 

authorities in the country in averting the recessionary effect of oil price declines on the 

aftermath of the global financial crisis. In fact, growth improved to 8.04% in 2019 at a time 

when Brent oil price nosedived by 36.64%. Similarly, increases in Brent oil price are positively 

related to economic growth equally in the short-run plus long-run, in addition to whether or not 

the role of the global financial crisis was accounted for. Meanwhile, the positive impact of oil 

price increases was moderated by the outbreak of the 2008-09 global financial crisis. This is 

evidenced by the continuous decline in output growth since 2014 until the Nigerian economy 

slipped into recession in 2016. The significant impact of increases in crude price on output 

growth in both period (short run and long run) is indicative of the nation’s reliance on proceeds 

from hydrocarbon sales. 

Furthermore, the adjusted R2 of 0.9895 suggests that about 99% of the aggregate fluctuation in 

real gross domestic product is being explicated by oil price terms, inflation rate and real 

exchange rate given by the degrees of freedom. The extremely high F-statistics of 

533.2367[0.0000] connotes that each of the partial slope coefficients (that is, coefficients on 

positive as well as negative variations in oil price series, inflation, and real conversion rate) are 

jointly statistically significant at the 1% level. This generally indicates that the overall model 
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is significant. The result of post-estimation/diagnostic tests with the exception of normality 

test, including linearity test, serial correlation test and heteroscedasticity test shows that the 

estimated model does not suffer from specification error, correlation in residuals as well as 

unequal residual variance, respectively. Hence, the model is correctly specified and adequate 

for policy recommendation since the associated probabilities are greater than 0.1 (that is, 

p>0.1). 

Similarly, the Wald test for short-run asymmetry shows that positive plus negative changes in 

crude price have unequal impacts on real GDP growth after taking into consideration the role 

of the world economic crisis of 2008-2009 in the oil price-growth model, since the associated 

probability is less than the 10% significant level or 0.1 (that is, p<0.1).1 By implication, 

modelling growth regressions in Nigeria should take account of the possible role of 

asymmetries and structural breaks. This assertion is further supported by the increase in speed 

of readjustment of output growth to its long run steady-state value as indicated by the higher 

coefficient on the error correction term (ECT) in Model II (7.1%) relative to Model I (4.6%). 

Table 3: Non-linear ARDL Estimates of Growth Regression 
Variable Model I  Model II  

Short-run estimates 

𝐸𝐶𝑇 -0.046*(0.026) -0.071*(0.036) 

∆𝑂𝐼𝐿𝑃𝑡
+

 0.028*(0.015) 0.036*(0.021) 

∆𝑂𝐼𝐿𝑃𝑡
− 0.027(0.017) 0.026(0.023) 

∆𝐼𝑁𝐹𝑡 -0.001**(0.0005) -0.001(0.0004) 

∆𝐼𝑛(𝑅𝐸𝑋𝑅)𝑡 0.004(0.018) 0.043**(0.017) 

∆𝐶𝑅𝐼𝑆𝐼𝑆  0.007(0.019) 

∆(𝑂𝐼𝐿𝑃𝑡
− ∗ 𝐶𝑅𝐼𝑆𝐼𝑆)  0.013**(0.006) 

Long-run estimates 

𝑂𝐼𝐿𝑃𝑡
+

 0.599**(0.219) 0.516**(0.225) 

𝑂𝐼𝐿𝑃𝑡
− 0.577**(0.217) 0.367(0.264) 

𝐼𝑁𝐹𝑡  -0.024(0.016) -0.008(0.008) 

𝐼𝑛(𝑅𝐸𝑋𝑅)𝑡 1.195*(0.659) 0.612*(0.301) 

𝐶𝑅𝐼𝑆𝐼𝑆  0.098(0.242) 

𝑂𝐼𝐿𝑃𝑡
− ∗ 𝐶𝑅𝐼𝑆𝐼𝑆  0.189*(0.110) 

𝐶 19.290***(2.897) 21.915***(1.539) 

Adjusted 𝑅2 0.994 0.994 

F-statistic 1000.769[0.000] 781.317[0.000] 

Ramsey RESET linearity test 0.920[0.365] 0.577[0.569] 

Jarque-Bera Normality test 0.379[0.828] 0.102[0.950] 

Breusch-Godfrey Serial correlation test 0.973[0.391] 0.528[0.596] 

ARCH-LM Heteroscedasticity test 0.249[0.621] 0.006[0.939] 

Wald test for short-run asymmetry 0.259[0.798] -1.839[0.077] 

Wald test for long-run asymmetry 0.237[0.815] 1.416[0.168] 

Note: Model I accounts for asymmetry only, while Model II accounts for both asymmetry and structural breaks. ARCH-

LM means Autoregressive conditional heteroscedasticity-Lagrangian multiplier. RESET stands for regression error 

specification test. ***, **, * denote the statistical significance of the regression coefficients at 1%, 5% and 10% severally; 

the standard errors as well as the probabilities are represented by the values in the round brackets and block brackets 

respectively. 

Source: Computation by the author. 

 

 

 
1This is consistent with the findings of Mordi and Adebiyi (2010), Alley et al (2014) and Nusair (2016).  
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Conclusion 

The current study re-assessed the nexus amongst oil price and growth in Nigeria throughout 

the period of 1981 to 2017 within the framework of non-linear ARDL approach. Findings 

showed that the Nigerian economy is not insulated from the crude price movements both within 

the short-run as well as long-run. It also found considerable difference in the separate effects 

of crude price rises and falls when the impact of the 2008-09 global financial crisis is taking 

into consideration in the crude price-growth regression. By implication, modelling growth 

regressions in Nigeria should take account of the possible role of asymmetries and structural 

breaks. The study also identified rising prices and real conversion rate as significant 

determinants of growth in Nigeria, though with varying time path. 

Consequently, it is suggested that policymakers in the country should rise up to the task of 

taming inflation tendencies that has the possibility of dampening output growth. Also, much 

effort should be garnered in support of real and productive sectors of the economy so that the 

benefits of real exchange rate depreciation can be enjoyed. In addition, though increases in oil 

price drive the Nigerian economy positively, the government is cautioned to use the proceeds 

from crude oil sales to finance other sectors that could propel the economy over the long term; 

this implies that the economic diversification of the country is as important as ever. 
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Abstract: Successive administrations in Nigeria over the decades have realized colossal 

amount of revenue from both the oil and non-oil sectors of the economy. Despite the revenue 

generated in Nigeria, the extent and magnitude of its impact on economic growth are 

undetermined. The study examines the effects of oil and non-oil revenues on economic growth. 

The study used time series data from 1981-2018 and employed Error Correction Model for the 

analysis. The test results shows that both in the short run and long run, oil revenue have 

negative and significant effects on economic growth while non-oil revenue has positive and 

significant impact on economic growth. Inflation rate has negative and significant effects on 

economic growth in Nigeria during the period of the study. As expected, the error correction 

model ECM (-1) coefficient has negative value of -0.13 which is less than 1 and significant at 

1% level of significance. However, the results also showed that 13% of the short run 

disequilibrium is corrected in the long run equilibrium during the period of study. The 

recommendations involve simultaneous policy action by the government to check corruption 

and embezzlement of funds in oil sector and diversify the economy toward non-oil production 

in order to accelerate growth of the Nigerian economy. 

 
 

Keywords: Economic growth; Oil revenue; Non-oil revenue and Inflation rate. 

  

 

Introduction 

The spate of growth of any economy depends largely on resource mobilization. Such growth 

however is propelled by the amount of revenue generated by the country to meet its stated 

objectives. For every economic entity Nigeria inclusive, revenue generation is directed towards 

meeting the basic social and infrastructural needs of its citizenry and to maintain a sustained 

growth. Prior to the 1970‟s, revenue generation in Nigeria was largely dependent on non-oil 

products such as agriculture and mineral resources. Foreign exchange was earned from the sale 

of different crops such as cocoa, rubber, coffee, cotton, palm produce, groundnut, etc. Non-oil 

export accounted for over 74 percent of total revenue earned by the country while oil revenue 

accounted for the balance of 26%. However, with the discovery of crude oil especially the oil 

boom of 1970s, fundamental changes were experienced in the structure of the Nigerian 

economy (Okezie & Azubike, 2016). 

 

The oil revenue refers to the income realized or earned from the sales of crude oil to domestic 

consumers and the foreign trading partners while non-oil revenue can be described as the 

income derived from the sales of non-oil products like cocoa, palm oil, timber, groundnut and 

others. The non-oil sector includes sub-sectors like the agricultural sector, service sector, 

building and construction, wholesale and retail trade, utilities and other manufacturing 

activities that are not related to oil. Successive administrations in Nigeria over the years have 
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derived or realized colossal amount of revenue from both the oil and non-oil sectors of the 

economy with a view to accelerating economic growth and development and improving the 

standard of living of her citizenry. Despite the increase in the amount of oil revenue and non-

oil revenue derived by successive administrations in Nigeria, the extent and magnitude of their 

impact on economic growth and development especially that of non-oil revenue is 

undetermined (Aderoju, 2017). 

 

The government has also embarked on other reform activities to ensure that dwindling oil 

prices do not affect the economy adversely. For example, the time of President Jonathan (2010 

– 2015), the government created the Excess Crude Account (ECA) to save the excess income 

from crude oil sales and to create a fiscal buffer to help mitigate the impact of falling oil prices. 

The government has also made other efforts to enhance the contribution of NOIL to the 

economy. However, despite these efforts of the government, it is still not clear how NOIL 

impact on capital formation and economic growth in Nigeria (Onyinye et al., 2017). 

 

Revenue generated from oil and non-oil product serves as the main channel through which the 

government generates income to service its public goods. Before Nigeria became independent 

the primary source of revenue was agriculture. Massive revenue was generated from exporting 

non-oil goods such as cotton, groundnut, palm kernel, etc. The exportation of this product 

contributes to reduction in unemployment rate which also added not less than 80% to gross 

domestic product. A decline was identified in this sector as a result of the discovery of oil in 

the mid-1970s as oil sector gradually started to take over the non-oil sector in the country. Since 

then, oil served as the major source of generating energy in the country and began to play a 

crucial role in the political and economic environment of Nigeria (Ogunbisi & Abina, 2019).  

 

The macroeconomic objective of any Nation is to achieve price stability and economic growth.  

Inflation refers to the persistent and the continuous rise in the general level of prices of goods 

and services in an economy. Inflation can have positive and negative impact on the economic 

performance of an economy. Positively, inflation can lead to a higher sustained growth due to 

the effect it has on capital accumulation. Moderate inflation supplements return to savers, 

enhances investment, and therefore, accelerates economic growth of the country. Negatively, 

inflation creates more burdens on the cost of living, and makes the life of common man more 

miserable. Inflation leads to uncertainty about the future profitability of investment projects 

especially, which have long gestation period. Besides this, inflation may lead to uncertainty 

about the future profitability of different investment projects. It may also reduce the country’s 

international competitiveness (Krishna & Pradeep, 2007). Inflation discourages savings and 

investment, it favours debtors at the expense of creditors, fixed income earners are worse off 

during inflation and it leads to unfavourable balance of payment as the export becomes dearer 

while import becomes cheaper (Enejoh & Tsauni, 2017). 

 

The dearth of empirical evidence on the impacts of both oil and non-oil revenue on economic 

growth in Nigeria spurred this study with the following specific objectives: To examine the 

short-run and long-run effects of oil and non-oil revenues on economic growth in Nigeria. This 

paper is organized in the following way: Section 2 reviewed empirical literature and theoretical 

framework on the impact of oil and non-oil revenue on economic growth. Section 3 discussed 

the research methodology, section 4 expounds on the results and discussion. Finally, section 5 

presents concluding remarks and recommendations. 
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Literature Review 

Okeke and Eze (2019) investigated specifically the impact of Oil and Non-Oil Products on 

Nigeria Gross Domestic Product (GDP). Data were collected for period 1981-2016 Descriptive 

Statistics and Multiple Linear Regression Approach was used. The results showed that oil 

revenue had positive but insignificant impact on economic growth while Non-oil revenue has 

positive and significant impact on economic growth in Nigeria.  

 

Onyinye et al (2017) investigated the impact of non-oil export on capital formation and 

economic growth in Nigeria. It adopted a classical linear macroeconomic model using time 

series data from 1980 to 2013. Empirical results from the estimated model showed that non-oil 

revenue has a positive impact on capital formation and economic growth in Nigeria.  

 

Aderoju (2017) empirically examined the relationships among oil revenue, non-oil revenue and 

economic development in Nigeria over the period 1980 to 2015. The study employed 

Augmented Dickey Fuller test, Phillip-Perron test, Johansen Cointegration test and Ordinary 

Least Square estimating technique (OLS). Findings revealed that oil revenue and non-oil 

revenue had a statistically significant positive relationship with economic development in 

Nigeria.  

 

Ogunbiyi and Abina (2019) investigated the role oil and non-oil revenue play in development 

process in Nigeria. The data for the study was gotten from central bank of Nigeria bulletin and 

index mudi for the period 1981 to 2018. The study made use of Descriptive Statistics, 

Augmented Dickey-Fuller Unit Root test, Johansen Cointegration and Error Correction 

Estimates. The error correction estimates result showed that oil revenue has negative but 

significant relationship with human development index; the negative contribution arose as a 

result of the resource curse ideology while non-oil revenue has a positive but insignificant 

relationship with human development index.  

 

Okezie and Azubike (2016) evaluated the contribution of non-oil revenue to government 

revenue and economic growth in Nigeria from 1980 to 2014. The data was analyzed using the 

Ordinary Least Squares Regression. The result revealed a positive and significant contribution 

of non-oil revenue to economic growth and positive but slightly insignificant contribution to 

government revenue.  

Idowu (2016) investigated the role of oil and non-oil exports on the Nigerian economy over 

the period of 1981 to 2015. The ADF and PP unit root test, Johansen cointegration test and 

Granger causality test were used in the analysis of the study. The Granger causality test 

indicates short run unidirectional causality running from oil export to GDP. The study result 

indicates that oil exports have negative effects on economic growth while non-oil exports have 

positive relationship with economic growth.  

 

Nwoba and Abah (2017) examined the impact of crude oil revenue on the growth of the 

Nigerian economy from 1960-2010. The findings revealed the extent of economic growth 

impacted by the oil industries was significant based on the ordinary least square (OLS) 

regression analysis result. The calculated F-Statistics of (212.1293) is greater than the tabulated 

F-statistics of (5.35147). The study also found the long run positive relationship between oil 

revenue and gross domestic product. 
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Okonkwo and Madueke (2016) used single linear regression models to test the impact of 

petroleum revenue on economic development of Nigeria between 1980 and 2013. Economic 

development was proxy by two variables: Real per capita Gross Domestic Product (GDP) and 

unemployment rate. Petroleum revenue was proxy by the contribution of petroleum sector to 

the GDP. The results showed that petroleum revenue has an insignificant effect on economic 

development of Nigeria in the short run. In the long run there is no significant correlation 

between petroleum revenue and economic development of Nigeria.  

 

Salami et al (2018) evaluated the impact of non-oil revenue on government revenue and 

examined the effect of non-oil revenue on economic growth. The study used secondary data. 

Data collected were analyzed using inferential statistics – the simple regression analysis of the 

ordinary least square method. The study found that there was significant relationship between 

non-oil revenue and economic growth. 

 

Umaru and Zubairu (2012) investigated the impact of inflation on economic growth in Nigeria 

from 1970-2010. The study used Augmented Dickey-Fuller technique in testing the unit root 

and Pairwise Granger causality test to find the causality between GDP and inflation. The results 

show that inflation has a positive impact on economic growth.   

 

The empirical literatures reviewed so far have shown the dearth of empirical evidence on the 

effects of both oil and non-oil revenue on economic growth in Nigeria. This to a large extent 

has spurred this study.  As expected, the results of this study would contribute immensely to 

the existing knowledge in Nigeria.   

 

Theoretical Framework 

The research adopts the Heckscher-Ohlin (H-O) theory of trade which holds that the main 

determinant of the pattern of production, specialization and trade among regions is the relative 

availability of factor endowments and factors prices. Countries have different factor 

endowments and factor prices. This is to show that some countries have much capital and others 

have much labour. The theory says that countries that are rich in capital will export capital-

intensive goods such as crude oil products and countries that have much labour will export 

labour-intensive goods such as non-oil products. For Ohlin, the immediate cause of 

international trade is that some commodities can be bought more cheaply from other countries, 

whereas in a country the production will beat high prices. Therefore, the main cause of trade 

between countries is the difference in price of commodities based on relative factor 

endowments and factor prices. The same country should imports goods whose production 

requires the intensive use of the nation's relatively scarce and expensive factor.  

 

The Keynesian theory of inflation, advocates that there exists a positive relationship between 

inflation and output. However, in this Keynesian framework, it is not the case that inflation is 

itself a growth-enhancing force; the point is rather that if rising aggregate demand is leading to 

increased growth , then some inflation pressures are likely to emerge as  relatively benign by 

product. The positive relationship between inflation and growth exhibited in the short-run 

dynamics is unsustainable in longer term and turns negative with higher inflation (Gokal & 

Hanif, 2004). 
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Methodology 

 

Model Specification 

The study used secondary data sourced from the central bank of Nigeria for its analysis 

spanning from 1981 and 2018. It further adopts the model specified by Aderoju (2017) with no 

modification.  

 

The econometric model is specified as follows: 

𝐸𝐺𝑡 = 𝛽0 + 𝛽1𝑂𝑅𝑡 + 𝛽2𝑁𝑂𝑅𝑡 + 𝛽3𝐼𝑁𝐹𝑅𝑡 + 𝜇  

Where:  

EG = Economic growth is proxy by Real Gross Domestic Product 

OR = Oil Revenue 

NOR= Non-oil Revenue 

INFR = Inflation Rate 

 𝜇 =Error Term, t = Time Series and βo = Constant 

β1, β2, β3   are parameters of the variables to be estimated in the model. 

Results and Discussion  

 

Stationarity Test Results 

The pre--estimation tests of the variable was conducted using Augmented Dickey Fuller and 

Philip Peron unit root test as shown below. 

 

Table 1: ADF and PP Unit Root Tests Results 
Unit root tests 

Augmented Dickey Fuller (ADF) Phillips Perron (PP) 

Level 

Variables Constant Without Trend Constant With 

Trend 

Constant Without 

Trend 

Constant With 

Trend 

LRGDP          0.0804        -2.4432    -0.6717   -2.5376 

LOR01          -2.2095        -1.3703     -3.3664    0.9591 

LNOR         - 1.0430        -0.8009    -0.8009   -1.5894 

LINFR          -3.3518*        -4-3542    -3.2371*   -3.1775 

First Difference 

LRGDP          -3.3358*        -3.2500 -3.2138*   -3.1297 

LOR01          -6.6876*        -7.2509 -6.6853*   -9.1925 

LNOR           -7.3149*        -7.2598       -7.2841*  -7.3045 

LINFR           -6.7054        -6.6042 -9.5248   -9.8519 

Note: *, ** and *** denotes significant at 1%, 5% and 10% significance level, respectively.  

Source: Authors Computation   Using E-views 9 

 

The ADF and PP unit root results shown in table 1 above indicate the inflation rate being 

stationary at level 1(0) and real GDP, Oil and Non-oil revenue stationary at first difference 1(1) 

makes it inappropriate for the application of the Ordinary Least Square (OLS) method, 

therefore the test to determine the long run relationship can be achieved with the employment 

of the Autoregressive Distributed Lag (ARDL).  

 



Dutse International Journal of Social and Economic Research Vol. 4, No. 1 July 2020 

  

 

102 

 

Co-integration Test Results 

Having established the order of integration among the variables, the study employed the ARDL 

Bound Test in order to establish the long-run relationship among the dependent variables (real 

GDP) and independent variables as oil revenue, non-oil revenue and inflation rate as shown 

below:  

Table 2: ARDL Bounds Test Results   

     

     

Test Statistic Value K   

     

     

F-statistic  10.70000 3   

     

     

Critical Value Bounds   

     

     

Significance I0 Bound I1 Bound   

     

     

10% 2.72 3.77   

5% 3.23 4.35   

1% 4.29 5.61   

     

     

Source: Authors Computation Using E-views 9 

The bounds test shown in table 2 above reveals a long run equilibrium relationship between 

the variables. This is because the F-statistic value of 10.70000 is greater than the lower and 

upper bound of the critical value at 5% respectively. 

 

Table 3: Error Correction Mechanism Test Results  

     

     

Cointegrating Form 

     

     

Variable Coefficient Std. Error t-Statistic Prob.    

     

     

D(LOR01) -0.017337 0.007858 -2.206305 0.0399 

D(LOR01(-1)) 0.029179 0.011882 2.455797 0.0239 

D(LOR01(-2)) 0.035495 0.010157 3.494538 0.0024 

D(LOR01(-3)) 0.020262 0.008900 2.276760 0.0346 

D(LNOR) 0.073269 0.015977 4.585945 0.0002 

D(LNOR (-1)) 0.028892 0.013891 2.079813 0.0513 

D(LINFR) -0.036865 0.008689 -4.242909 0.0004 

D(LINF(-1)) 0.061900 0.009471 6.536020 0.0000 

D(LINFR(-2)) 0.038702 0.008172 4.736053 0.0001 

D(LINFR(-3)) 0.024262 0.007910 3.067323 0.0063 

C 2.065533 0.286360 7.213068 0.0000 

CointEq(-1) -0.126888 0.018025 -7.039737 0.0000 

     

     

    Cointeq = LRGDP - (-0.4551*LOR01 + 0.7695* LNOR -0.6289* LINFR) 

     

     

Source: Authors Computation Using E-views 9 
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In the case of table 3 above, the results imply that oil revenue has negative and significant 

effects on economic growth in Nigeria at 5% level of significance. An increase in oil revenue 

by 1% decrease economic growth by 1%. At lag -1, -2 and -3 oil revenue has positive and 

significant effects on economic growth. Non–oil revenue has positive and significant effects 

on economic growth at 1% level of significance. An increase in Non-oil revenue by 1% increase 

economic growth by 7%. At lag-1 Non- oil revenue has positive and significant effects on 

economic growth at 10% level of significance. Also, Inflation rate has negative and significant 

effects on economic growth at 1% level of significance. An increase in inflation rate by 1% 

decrease economic growth by 4%.   At lag -1, -2 and -3 inflation have positive and significant 

effects on economic growth in the short run. As expected, the error correction model ECM (-

1) has negative coefficient value -0.13 which is less than one and significant at 1% level of 

significance. However, the results also show that over 13% of the short run disequilibrium is 

corrected in the long run equilibrium, 

Table 4: Long Run Coefficients Test Results 
     

     

Variable Coefficient Std. Error t-Statistic Prob.    

     

     

LOR01 -0.455128 0.141639 -3.213299 0.0046 

LNOR 0.769532 0.181077 4.249743 0.0004 

LINFR -0.628912 0.142284 -4.420118 0.0003 

     

   

Source: Authors Computation Using E-views 9 

In table 4 above, the oil revenue has negative and significant effects on economic growth in 

Nigeria at 1% level of significances. The result implies that an increase in oil revenue by 1% 

decreases economic growth by 46%. Also, Non-oil revenue has positive and significant effects 

on economic growth at 1% level of significance. An increase in Non-oil revenue by 1% 

increases economic growth by 77%.  Finally, inflation rate has negative and significant effects 

on economic growth in Nigeria at 1% level of significance. Similarly, an increase in inflation 

rate by 1% decreases economic growth by 63% in the long run. 

 

From the test results generated so far, the negative effects of Oil revenue on the economic 

growth in Nigeria found by this study is in consonance with the works of Ogunbiyi and Abina 

(2019), and Idowu (2016). It also differs from the work of Okeke and Eze (2019), Nwoba and 

Abah (2017), and Aderoju (2017). However, the positive effects of Non-oil revenue on 

economic growth in Nigeria also found by this study corroborated with the empirical works of 

Okeke and Eze (2019), Ogunbiyi and Abina (2019), Aderoju (2017), Onyinye et al (2017), 

Okezie and Azubike (2016)  whose research works have found positive effects of non-oil 

revenue on economic growth in Nigeria. The negative and significant  effects of Inflation rate 

on the economic growth in Nigeria is in line with the Keynesian theory of inflation that stated 

that there exists negative relationship between inflation and economic growth in the long run.  

 

Table 5: Normality Test Results 
Statistic  Value 

Skewness -0.5658 

Kurtosis 3.1745 

Jarque-Bera 2.5436 

Probability 0.2803 

Source: Authors Computation Using E-views 9 
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In table 5 above, normality test conducted shows the conditions for normality are all met 

because the skewness value of -0.5658 is less than one, kurtosis value is 3 as required and 

Jarque-bera probability value of 2.5436 and 0.2803 are not significant. Therefore, the data is 

normally distributed. 

Table 6: Diagnostic Test Results 
                                          Breusch-Godfrey Serial Correlation LM Test 

F-statistic 0.358230     Prob. F(2,17) 0.7041 

                                  Heteroskedasticity Test: Breusch-Pagan-Godfrey 

F-statistic 0.547351     Prob. F(14,19) 0.8729 

                                                Ramsey RESET Test 

 Value Df Probability 

F-statistic  1.510579 (1, 18)  0.1483 

Source: Authors Computation Using E-views 9 

In table 6 above, the Breusch-Godfrey test for autocorrelation LM Test is used and the result 

indicates the computed p-value 0.7041 was not significant at any lag level. This implies no 

serial correlation problem. Several test for Heteroskedasticity are available but this paper used 

Breusch-Pagan-Godfrey test. The result generated revealed that the p-value 0.8729 was not 

statistically significant which indicates the absences of Heteroskedasticity problem. The 

Ramsey Reset test that was applied shows there are no misspecification of model because the 

probability value 0.1483 was not statistically significant at any levels. This implies that the 

variables in the model are stable for predictions as well. 

 

Stability Test Results 

Fig. 1 and 2 below show a suitable stability tests using CUSUM and CUSUM of squares.  The 

stability test was employed to determine the structural stability of the model. It could be seen 

from the two figures that the blue lines are between the red lines within 5% of critical bounds. 

However, the paper concluded that the model was adequately specified and reliable for policy 

analysis during the study period. 
 

Fig. 1: CUSUM Test for Stability Result 

 
Source: Authors Computation Using E-views 9 
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Fig. 2: CUSUM of Square Test for Stability 
 

 
Source: Authors Computation Using E-views 9 

 

Table 7: Pairwise Granger Causality Test Results 
    

    

 Null Hypothesis: Obs F-Statistic Prob.  

    

    

 LOR01 does not Granger Cause LRGDP  36  1.83736 0.1762 

 LRGDP does not Granger Cause LOR01  0.92143 0.4086 

    

    

 LNOR does not Granger Cause LRGDP  36  1.57794 0.2225 

 LRGDP does not Granger Cause LNOR  0.74131 0.4847 

    

    

 LINFR does not Granger Cause LRGDP  36  4.32260 0.0221 

 LRGDP does not Granger Cause LINFR  1.77265 0.1867 

    

    

 LNOR does not Granger Cause LOR01  36  0.13437 0.8748 

 LOR01 does not Granger Cause LNOR  11.4268 0.0002 

    

    

 LINFR does not Granger Cause LOR01  36  0.14872 0.8624 

 LOR01 does not Granger Cause LINFR  2.05113 0.1457 

    

    

 LINFR does not Granger Cause LNOR  36  0.60253 0.5537 

 LNOR does not Granger Cause LINFR  2.76477 0.0785 

    

    

Source: Authors Computation Using E-views 9 

 

Table 7 above revealed the Pairwise Granger Causality Test results between the variables. 

From the results there are no causality running from LOR01 to LRGDP, LNOR to RGDP 

because the p-values are not significant at 5%. The finding further showed a unidirectional 

causality running from INFR to LRGDP and LOR01 to LNOR as the P-values are significant 

at 5% level of significances. 

 

Conclusion and Recommendations 

This study was set out to examine the effects of oil and non-oil revenue on the economic growth 

in Nigeria, over the period spanning from 1981-2018. The study utilized annual time series 
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data obtained from the Central bank of Nigeria and World Bank. The choice of this period is 

remarkable as it captured the 2007-2008 Global Financial Crises and 2016-2017 Economic 

Recessions in Nigeria. Based on the empirical result obtained, it was found that both in the 

short run and long run, oil revenue and inflation rate have negative and significant effects on 

economic growth while Non-oil revenue has positive and significant effects on the economic 

growth in Nigeria during the period of the study. The study finally recommends that 

government should take simultaneous policy action to check corruption and embezzlement of 

funds in the oil sectors and diversify the economy toward non-oil production in order to 

accelerate the growth of Nigerian economy. 
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Abstract: This study was designed to analyze the role of smallholder agriculture towards 

income generation of the farming households in Kano state. The study used data collected from 

primary sources where a sample of 142 smallholder farmers were used and the information 

was collected via a structured questionnaire consisting of questions relevant to the study 

objective. The returned questionnaires from the respondents were analyzed using descriptive 

statistics and ordinary least square method.  The findings of the study showed that level of 

education, cost of production, level of training and size of output produced by the smallholder 

farmer positively affect the income of the farmer, while size of the farm cultivated, number of 

farm assistant and access to finance negatively affect income of the farmer. The study 

recommends that government and other stakeholders should encourage smallholder farmers 

to acquire higher level of agricultural education and trainings, and should remove harsh 

conditionality as well as high rate of interest associated with agricultural loans. 

 
 

Keywords: Smallholder, OLS, Agricultural finance, Output, Income, Household. 

 

Introduction 

Agriculture is a vital sector considering its centrality to peoples’ life as it generates income, 

foreign exchange, food and creates a wider job opportunities. The sector is linked to other 

sectors of the economy and remains a principal source of income for majority of the people 

especially in the less developed countries. Similarly, the sector contributes about 41% to the 

countries’ GDP, employing 65% of the total population (Adole, 2016).  

 

In Nigeria, agriculture is predominantly in the hands of smallholder farmers who have been 

generally described as poor and hungry (Chibuzo & Chikerema, 2015). They are those farmers 

owning small-based plots of land on which they grow subsistence crops and one or two cash 

crops relying almost exclusively on family labour (Adole, 2016). It is estimated that 

smallholder farming produces the bulk of the output requirements in the country and accounts 

for about 70% of rural households’ total income (Yakubu, 2016). However, in Africa 

agriculture is in poor form or performance and this explained a slow progress towards income 

generation and poverty reduction as well as hunger and starvation (Steve, 2014).  

 

Most of the farming household in Kano state practice subsistence agriculture and cultivate 

relatively small acreage of farmland producing staple crops such as rice, maize among others; 

they act as both producers and consumers. The quantity of output sold in the market relies 
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heavily on the surplus of household consumption and prices which significantly affect their 

income. These farmers are characterized by food shortage and low income caused by dwindling 

productivity due to a number of problems such as the use of primitive farming tools and system, 

lack of higher yielding variety seeds, land tenureship and land fragmentation, poor irrigation 

system, pest and diseases, etc. The income of the farming households have remained low and 

they languish in poverty with all the agricultural development programmes (such as Green 

Revolution, National Fadama Development Project, Anchor Borrowers Programmes etc) 

established to stimulate output and incomes of the farmers. However, this has resulted to the 

country depending largely on importation and the local farmers or smallholder farmers could 

not stand to the competitions of the foreign agricultural product which further deflate their 

revenue and income received. 

 

It is in the wake of the above background that the paper aimed at examining smallholder 

agriculture and its role on income generation of farming household in Kano State. Previous 

researches typically included few observations and might not have had the statistical power to 

detect the factors and constraint in income generation among smallholder farming household, 

the study is unique and it adds value by filling the gap as it adopt a combination of descriptive 

and econometrics procedure that are cross sectional in nature. The paper was organized 

following section one is literature review, research method, result and discussion, conclusion 

and recommendations. 

Literature Review 

 

Concept of Smallholder Farming 

Smallholder farming also refers to Small Scale Farming. Different indicators were considered 

in defining smallholder farming, these include land ownership, size of the farm, quantity of 

output produce, size and nature of labour among others.  According to Ellis (2005), smallholder 

farmers are farm households with access to means of livelihoods in land relying primarily on 

family labour for farm production to produce for self-subsistence and often for market sales. 

In other words, Dixon, Taniguchi & Wattenbach (2003) sees small scale farming as a natural 

outgrowth of sustainable agriculture, which is essentially agricultural activities that produces 

abundant food without depleting the earth's resources or polluting its environment. It is 

agriculture that follows the principles of nature to develop systems for raising crops and 

livestock that is, like nature, self-sustaining. 

 

There are an estimated 450 million Small scale farms worldwide defined by International Fund 

for African Development as farms of two hectares or less of land (IFAD, 2008). Furthermore, 

Mbah and Mgbenka (2016) opined that, smallholder farmers are farmers whose production 

capacity falls between 0.1 and 4.99 hectares holding. 

 

However, the definition adopted for the purpose of this study is: Smallholder farming explains 

the activities of farmers owning small-based plots of land on which they mostly grow 

subsistence crops relying heavily on family labour that takes the form of a threshold selected 

in an ad hoc basis where a mean of 2 hectares of land size is cultivated.  

 

Concept of Income 

Income refers to the amount of consumption and savings opportunity gained by an entity within 

a specified timeframe and is generally expressed in monetary terms (Padre, 2010). In the same 

vein, Barr (2004) further explained income as the returns accruing to a person or a nation, 

https://en.wikipedia.org/wiki/Factor_income
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derived from the use of factors of production: rental income, wages generated by labor, the 

interest created by capital and profits from entrepreneurial ventures. 

From the above definitions, the research hereby sees income as the total amount of money that 

individuals in a community, country, etc., possessed from the use of factors of production (land, 

labour) to satisfy their desires or to buy consumer goods and services over a period of time. An 

optimum utilization of land for instance through cultivation will stimulate the generation of 

more income to the farming household. However, many factors contribute to people having a 

higher income, they include increase agricultural output, increasing price or market 

participation of the output and farmer, etc. 

 

The Significance of Smallholder Farming 

Smallholder farming is the dominant mode of farming in most developing regions of the world. 

A statistics from the World Bank (2007) revels that at least 1.5 billion people in developing 

countries live and work on small family-run farms from the 3 billion people living in the rural 

areas of these countries. Small-scale farming is significant in different ways for different 

economies. In the agriculturally based economies of sub-Saharan Africa, farming generates 

34% of gross domestic product (GDP) and 65% of employment mainly self-employment on 

small farms, supplemented by seasonal or sometimes permanent employment on other farms, 

they make large contributions to domestic food production as well as producing export crops 

(Schejtman, 2010).  Similarly Sabo, Isah, Chamo & Rabiu (2017) observed that smallholder 

farming systems are very diverse, contributing considerably to global agricultural output of a 

variety of crops. It produces the bulk of food in developing countries, 70% of Africa’s food 

supply and an estimated 80% of the food consumed in Asia and sub-Saharan Africa together.  

 

The Nature of Smallholder Farming in Nigeria 

Smallholder farming system characterizes Nigeria’s food production system. The system is 

operated on small farms, family-owned, rented or leased as a dominant form of agriculture. 

The major staple foods produced are maize, rice, sorghum, yam, cassava and millet. Some 

families include livestock rearing in their activities which accord them the amount of food and 

income they need.  

 

Smallholder farmers constitute a significant proportion of farm holdings in Nigeria and have 

continued to feed the nation and its people even though, the system receives inadequate support 

and improper attention from government. The farmers mostly utilize family labour often 

augmented with minor hiring of labour and labour exchanges with other farmers at peak 

seasons. Smallholder agriculture involves about 95% of Nigerian farmers, while the corporate 

and government supported large-scale farms account for the 5% (Sabo, Isah, Chamo & Rabiu, 

2017). 

 

Smallholder Farming and Income 

Agriculture indeed has remained the major sources of income in developing countries (Oji-

Okoro, 2011). About 90% of the rural population are involved in activities related to the crop 

sub-sector which provides the bulk of agricultural income. Similarly the sub-sector supports 

the processing industry by providing raw materials (Oji-Okoro, 2011). Smallholder farming 

directly impacts on household incomes by increasing farm revenues. It enables farmers to earn 

an income which enables them to meet some of their basic needs through marketing the surplus 

produced which could help make them better off compared to if they were not farming at all 

(Tshuma, 2014).  
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Meanwhile, Mundi (2009) argued that small scale farming is important in augmenting 

government policy of reducing rural to urban migration. He noted that small scale farming 

provide a source of self-reliance, livelihoods and income to some young children who did not 

intend to move to town.  

Challenges of Smallholder Agriculture  

The development of smallholder farming is recognized as a vital means to alleviation of 

poverty among farming household in both rural and urban areas of Kano. However, the 

challenges facing smallholder farmers in the state and country make the farmers a vulnerable 

group to hunger and poverty. Ogunlade, Olukotun, Oseke, Fadele & Babalola (2012), noted 

that there were several constrains in Nigeria with regard to the output of the small-scale farmers 

one of which is the dearth of timely and adequate working capital around which all other 

problems revolve. 

The challenges of smallholder farming are numerous ranging from access to land, access to 

capital and lack of technical skills. The most widely quoted challenge facing smallholder 

farmers is that of access to markets. However, the key challenges which have been identified 

as major obstacles to smallholder farmers in Nigeria are: water scarcity, limited fertile land 

compounded by increasing loss of soil, price risk and unpredictable weather patterns, 

underdeveloped marketing infrastructure, insecure land tenure which limits production, 

inefficient provision of extension services and fertilizer by government, Inappropriate land 

management etc.  

Empirical Literature 

This section reviews various studies that are related to smallholder farming and its effect on 

income generation. The work of Muhd (2011) in Kano used multiple regression analysis in 

determining the impact of agriculture on farmers’ income found that fertilizer, labor, chemicals, 

seeds and size of land were positively related to farmer’s income. The constraints facing small 

scale farmers were insufficient supply of loan and time consuming loan processing procedures.  

In determining the impact of education on agricultural production of small scale female maize 

farmers in Yobe state, Okpachu, Adogwu, Steve, Okpacha, Godwin, Obijesi, Ifeoma and kate 

(2014) used linear regression. Their findings showed that age, education, farming experience 

and extension significantly impact on the agricultural productivity. Stanley (2015) studied the 

impact of poultry farming on income and employment opportunities in Kaduna South Local 

Government Area. The study employed farm budgeting techniques and production function 

using primary data and descriptive statistics for the analysis. Findings of the study shows that 

income and employment potentials of the poultry value chain is significant and could be 

actualized by a significant scaling up of activities. On Niger state, Sanusi (2014) examined the 

profitability of small scale maize production. 200 respondents were randomly selected from 

two local government areas. Data generated were analyzed using descriptive statistics and net 

farm income. Findings of the study showed that maize production was profitable in the study 

area. 

Ojo, Binuomote, Adeyemo, Sunday and Ogunleye (2013) examined the gender analysis of 

maize production among small scale farmers in Ife east and Ayedaade local government areas 

of Osun state. The study focused on costs and returns to production among small scale maize 

farmers within the gender mainframe from a sample of 120 respondents. Data ware analyzed 

using descriptive statistics and farm budgeting analysis. Result of the study showed that 

farming was profitable for male and female farmers respectively. Similarly, Ajah and Nmadu 

(2012) examined the socio-economic factors influencing the output of small-scale maize 
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farmers in Abuja, Nigeria. A total of 160 maize farmers were selected using a multistage 

sampling technique. Questionnaires were used to generate data. Data analysis was done using 

descriptive statistics and multiple regression analysis. Findings of the study showed that land 

area cultivated, land rent, quantity of fertilizer applied, years of farming experience and 

households size were the major socio-economic factors influencing maize output. 

 

Methodology 

 

Data Description 

A descriptive survey design was adopted in the study to examine the role of smallholder 

farming on the generation of income among the farming households in Kano State. The 

population of the study constituted all smallholder farming households in Kura and Kumbotso 

local government areas of Kano State. The areas were selected because agriculture is a major 

economic activity amongst the people of the local government with the bulk of production 

undertaken by smallholder farmers. A simple random sampling technique was used to select 

142 smallholder farming household from both local governments selected. Thus, decision 

about sample size represents a compromise between the constraint of time and the need for 

precision (Bryman & Bell, 2007). The data required for this study were obtained using 

structured questionnaire. The design of the instruments was guided by the objective of the 

study. The instrument was administered directly by the researchers themselves. The techniques 

of analysis used in the study includes descriptive statistics to analyze demographic information 

of the respondents and ordinary least square method to evaluate the impact of smallholder 

farming on the income of the farming household in Kano. 

 

Model Specification 

Ordinary Least Square (OLS) or multiple regression model was adopted following the work of 

Muhd (2011). The rationale was due to the continuous nature of the dependent variable, that 

is, income of the farmer. Furthermore, according to Gujarati (2006), with the assumption of 

classical linear model, OLS estimators are Best Linear Unbiased Estimators (BLUE) with 

minimum variance. 

Thus, the model is specified in its general form as:  

Y = α0 + βi Xi +Ui  ……………………………………………………………………… (i) 

 

Where: Y = the dependent variable proxied as the income of the smallholder farmer 

α0 = the coefficient of the constant or intercept. 

βi = coefficient of the vector of explanatory variables.  

Xi = a vector of independent or explanatory variables. 

ui = error term.  

The model is further re-specified econometrically as follows: 

incm = α0 + β1edu + β2fmsiz + β3cost + β4accfin + β5numlab + β6outsiz + β7train + μ …. (ii) 

 

Where: 

incm = dependent variable representing income of the smallholder farmer (it is a continuous 

variable measured in ‘000 Naira) 

edu = Education level of the smallholder farmer. It is a continuous variable measured in years 

of schooling. 

Fmsiz = Farm size, it explained the area of farmland in hectares cultivated by the smallholder 

farmer. It is a categorical variable where 1 is <1 Hectare, 2 is 1-1.5 Hectares, 3 is 1.6-2.5 

Hectares and 4 is 2.6 Hectares and above.  
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cost = cost of farming by the smallholder farmer. It is also a continuous variable measured in 

Naira. 

Accfin = Access to financial or loan services. This is a binary categorical variable: 1 if the 

farmer has access to finance/loan and 0 otherwise. 

numlab = Size of the farm assistants employed by the farmer (it is a continuous variable 

measured in quantitative number). 

outsiz = Quantity of output produce by the smallholder farmer. This is a continuous variable 

measured in Kg. 

Train = training received by the smallholder farmer. It is a binary variable: 1 if the farmer 

received training, 0 otherwise.  

μ = error term 

 

Result and Discussion 

The result of the analysis was presented in this section. One hundred and fifty (150) 

questionnaires were administered to the selected sample though only eight (08) were not 

returned. This marked a returned rate of 94.7%. 

 

Demographic characteristic of the respondent 

Demographic information were vital in providing useful characteristics of the respondents in 

the study area. The profiles were examined under some variables that include gender, age, level 

of education and size of farm cultivated. 

 

Table 1: Socio-Economic Profile of the Respondents 
s/n Variable(s) Frequency Percentage (%) 

1. Gender   

     Male 119 83.80 

     Female 23 16. 20 

 Total 142 100 

2. Age    

     below 20 Years 27 19.15 

     20 – 35 Years 95 67.38 

     36 – 50 Years 14 9.93 

     51 – above Years 05 3.55 

 Total 142 100 

3. Educational Level   

     Non-formal 35 25.00 

     Primary 55 35.29 

     Secondary 22 15.71 

     Tertiary  28 20.00 

 Total 142 100 

4. Size of farmland (acres)   

      Below 1 Hectares 68 47.89 

      1 – 1.5 Hectares 57 40.14 

      1.6 – 2.5 Hectares 11 7.75 

      2.6 and above Hectares 06 4.22 

 Total  142 100 

            Field survey, 2019 

 

The demographic information of the smallholder farmers were presented in the above table 

(Table 1) using frequency distributions and percentages. The result shows that 83.80% of the 

respondents were male while only 16.20% were females. This shows that smallholder farmers 

in Kano comprises more male than female. The analysis also depicts high number of 
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respondents between the age brackets of 20 - 35 years representing 67.38%. 19.15% below 20 

years, 9.93% within 36 - 50 years category and only 3.55% are those smallholder farmers who 

are 51 and above years. These outcomes show that majority of the smallholder farmers in Kano 

were able body mostly between 20 to 35 years.   

On the level of education of the smallholder farmers, majority acquired only primary school 

education representing 35.29%, followed by non-formal education with 25%. 20% of the 

farmers acquired tertiary education and only 15.71% possessed secondary education. This 

shows that majority of the respondents have formal education mostly primary school and 

tertiary level education. Furthermore, on the size of the farmland cultivated, 47.89% cultivate 

less than a hectare, 40.14% cultivate an average of 1 – 1.5 hectares, 7.75% cultivated 1.6 – 2.5 

hectares and only 4.22% cultivate 2.6 and above hectares.  

 

Regression Result for Income Generation  

This section presents and analyzed the data collected on the role smallholder farmers play 

toward income generation in Kano state. The analysis was based on the objective of the study. 

However, the result of the analysis was presented in table 2. The F-value (3.67) and P- value 

(0.0012) show that the model is jointly statistically significant, that is, the relationship between 

the estimated farmers’ income and the independent variables in the model are jointly 

significant. The R2 value is 0.168 which implies that, only 16.8% of the variation in the farmers’ 
income is explained by the independent variables in the model.  

 

Table 2: Regression Result on the Impact of Smallholder Farming on Income generation 

Variable(s) Coefficient Standard Error Prob. Value 

Educational level 0.002 0.050 0.964 

Farm Size Cultivated -0.105 0.069 0.130 

Cost of Production 0.132 0.088 0.137 

Access to finance -0.523 0.134 0.000 

Number of labour/employee -0.122 0.194 0.533 

Size of output produced 0.386 0.138 0.006 

Training 0.146 0.093 0.116 

Number of observation    = 142    

F > Value     = 3.67    

Prob > F    = 0.0012 

R2     = 0.1682              

Author’s STATA 14 Computation, 2019 

 

The result of educational level of the smallholder farmer concurs to the findings of Okpachu et 

al, (2014) as it positively affects the income of the farming household. All things being equal, 

a one year increase in the years or level of educational of the farmer, his income increases by 

0.2%.  

The result of Farm size is contrary to the findings of Muhd (2011), given that it indirectly affect 

the income of the farmer. Income of the smallholder farmer decreases by 10% as the farmer 
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increases the size of land cultivated by 1 hectare. This implied that, cultivation of more areas 

of land would decrease the farmers’ income. 

Cost of production is statistically significant. It is contrary to the findings of Nmadu and Ajah 

(2012) as it positively affect income of the smallholder farmer. Similarly, the coefficient 

indicates that a ₦1000 increase in the cost of production, the farmer’s income increases by 13%. 

Access to finance is also statistically significant and it negatively relates to income of the 

farmer. As the smallholder farmer has access to finance/loan, his income decreases by 52%. 

This implies that, the use of loan to produce output by the smallholder farmer causes his income 

to reduce. This may be as a result of higher interest rate or harsh conditionality associated with 

loans. The result is inconsistent with the findings of Olawepo (2011).  

Furthermore, number of labour employed as a determinant of the smallholder farmer’s income 

is an insignificant determinant that positively stimulates the income of the farmer. A one person 

increase in the number of labourers in the farm is associated with 12% increase in the income 

of the farmer. The result is consistent with the findings of Muhd (2011). 

Quantity of output produced is a statistically significant estimator that is directly affecting the 

income of the smallholder farmer. The result further explains that a unit increased in the 

quantity of output produced is associated with 38% increase in the income of the farmer. 

Moreover training as another determinant of the smallholder farmers’ income though it is 

statistically insignificant, it positively stimulate the income of the farmer. The result shows that 

a farmer who receive training is likely to increase his income by 14%. 

Post Estimation Result of the Income Generation Model 

 

Test for Heteroscedasticity 

The result of test for hetroscedasticity shows that the chi square value of the VCE test for 

hetroscedasticity is 148.12 and the corresponding p value is 0.0000, this implies that the null 

hypothesis must be rejected and hence the model has problem of heteroscedesticity. However, 

robust standard errors was use to solve the problem and it did not actually change the estimated 

coefficients though the test statistics and P-values are not exactly equal but they are closely 

similar to those obtained in the regression model meaning that all the significant coefficients 

in the robust model are the same as those in the non-robust ones. 

Test for Specification Bias 

Table 3: Link test result for specification 

Variables Coefficients Pvalues  

_hat -0.215 0. 952 

_hatsq 0.164 0.734 

Author’s STATA 14 Computation, 2019 

The result of link test as presented in table 3 Shows that the coefficients of _hat and its squared 

value (_hatsq) are insignificant. The insignificant value of _hatsq is what is required to accept 

the null hypothesis, thus, indicating that the models are correctly specified. Though the 

coefficient of _hat did not conform (needs to be significant), yet the insignificant estimate of 

_hatsq is most necessity, hence, the models could be said to be free from specification bias. 
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Test for Normality 

Jacque-Bera (JB) test was used to determine whether the model is normally distributed. The 

result for the test give evidence of not rejecting null hypothesis only at 10% level of 

significance for the joint test. As far the individual test, only the Pr (skewness) shows value of 

not rejecting Null hypothesis. As such, the model is said to be normally distributed. 

Conclusion and Recommendations 

Smallholder farming is a vital activity in the generation of income among farming households 

in Kano State. Improving farming in the state is paramount as it will stimulate the reduction of 

poverty, employment generation and food availability among households. From the findings 

of the study, it could be concluded that, smallholder farming in Kano state helps in generating 

income to the farming household. The result of the study shows that an educated farmer 

generates higher income compared to uneducated. Similarly the level of training and size of 

output produced by the smallholder farmer positively stimulates his income. However, farm 

size cultivated, number of farm assistant and access to finance affect income of the farmer 

negatively. 

Based on the findings and conclusions of the study, it is recommended that government and 

other stakeholders should encourage smallholder farmers to acquire higher level of agricultural 

education and trainings, remove harsh conditionality as well as high rate of interest associated 

with agricultural loans and should provide assistance or subsidies to agricultural input so that 

the cost of producing output will be lessen in order to raise income of the farmer. 
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Abstract: This study examined the impact of microfinance institutions on entrepreneurship 

development in Gombe State. Data were obtained through the use of questionnaires. The 

responses to each of the statements were on a five point Likert ordinal scale. The questionnaire 

used was self-administered and 290 respondents were selected using stratified and simple 

random sampling given the heterogeneous nature of the entrepreneur population. For data 

analysis, this study used the ordinary least squares (OLS) regression method. The study 

revealed the existence of positive relationship with t-value of 24.80 at 5% confidence level 

between microfinance and entrepreneurship development in Nigeria. It further revealed that 

microfinance contributes to entrepreneurial activities that can lead to sustainable development 

in Nigeria. The findings of this study show that microfinance institutions go a long way in 

determining the level of entrepreneurial productivity and development in the Nigerian 

economy. In order to improve entrepreneurship, the study recommended that in order to enable 

the beneficiaries of micro finance schemes to fully appreciate the utility of the facility, the 

monetary authority (CBN) must continue to appraise the credit delivery channels and 

formulate policies that would facilitate the delivery of the facilities to the rural communities. 

Microfinance institutions need to put in more effort in financing entrepreneurial activities that 

can promote economic growth accessible to the poor, reform of the legal system to offer more 

protection to investors and creditors and finally establishment of credit information exchange 

mechanism that would track all borrowings and repayments in the banking system no matter 

the size. 

 
 

Keywords: Entrepreneurship development, Microfinance institutions, Economic 

development, Entrepreneurs, Microcredit, Start-ups 

 

 

Introduction  

It is worthy to note that the contribution of microfinance to entrepreneurship activities is 

increasingly being recognized as a primary engine of economic growth. By combining existing 

resources with innovative ideas, entrepreneurs add value through the commercialization of new 

products, the creation of new jobs and the building of new firms. The Global Entrepreneurship 

Monitor (GEM) indicates that nations with higher levels of entrepreneurial activity enjoy 

strong economic growth. In short, entrepreneurs are the link between new ideas and economic 

development. 

 

Soludo (2008) revealed that in order to sustain increase in participation of skilled entrepreneurs 

in the credit and other financial service delivery to the micro, small and medium enterprises in 

the microfinance sub-sector, Central Bank of Nigeria (CBN) is forging ahead in its 

determination to develop a pool of articulate and well-focused entrepreneurs through setting 

up one Entrepreneurship Development Centre (EDC) in each of the six geo-political zones in 
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the country. The three pilot entrepreneurship development centres created have commenced 

operation since January, 2008. The centres are in Kano (North West), Ota (Southwest) and 

Onitsha (Southeast). Since then, many EDC has been set up by CBN in many states of the 

federation which is in line with the achievement of the Millennium Development Goals 

(MDGs). 

 

Interestingly, researchers and scholars have recognized the crucial role that entrepreneurship 

plays in economic development of nations, especially through the development of microfinance 

sub-sector. Peter and Clerk (2007) affirm that entrepreneurial development is a disposition to 

accept new ideas and try new methods; a readiness to express opinions, a true sense that make 

men and women more interested in the present and future than in the past, a better sense of 

punctuality, a greater concern for planning, organization and efficiency, a tendency to seek the 

world as calculated a faith in science and technology and finding a belief in distributive justice. 

The study is to know how successful entrepreneurship development through microfinance 

institutions will result in creation of jobs, develop greater skills that can be more readily 

adopted by local residents (Hisrich, Peter & Shepherd 2008; Kovshling & Allen 2004). 

 

Entrepreneurship is a potent instrument of activating the economic growth in developing 

countries. It is associated with job creation, wealth creation, poverty eradication, innovations, 

and its related welfare effects. As a result, many developing countries including Nigeria embark 

upon promotion of entrepreneurship through microfinance so as to achieve this objective. 

 

Statement of the Problem 

Microfinance institutions are agents of economic development in developing countries. People 

from developing countries have innovative ideas for their business, even as a shop keeper or 

household products manufacturer but they lack financial resources to implement their ideas. 

This results to low economic activities in developing countries and it leads them to more 

poverty, unemployment, and poor life standards. 

 

Therefore, there is need for establishment of MFIs so as to support the poor in order to proffer 

solution to their financial constraints, so that they can contribute a productive part of the society 

to make it sustainable (Oshitola, 2012). 

 

Entrepreneurship development in Nigeria is basseted with a number of problems. These 

problems manifest differently in different countries. However, there are certain problems which 

are common to entrepreneurship in Nigeria. These include inadequacy of capital for production 

investment, problem of accessing financial assistance from the banking institutions, 

undeveloped infrastructural facilities for the development of entrepreneurship take–off, 

asymmetric information in regards to business climate, complex bureaucratic procedures in 

setting-up a business and high cost of doing business. Aderibigbe (2013) is of the view that 

microfinance recognizes the peculiar challenges of micro enterprises and of their owners. It 

recognizes the inability of the poor to provide tangible collateral and therefore, promotes 

collateral substitution; disbursement and repayment are structured to suit credit need and cash 

flow pattern of small business. 

 

Against this backdrop, this study intends to examine the impact of microfinance bank on 

entrepreneurship development in Nigeria. It is hoped that this study will give entrepreneurs in 

Nigerian some valuable insights into the effects of microfinance as means of sourcing for fund 

in promoting their businesses. The information obtained from the study will be of great 

significance to microfinance banks that will see the need to support entrepreneurship which is 
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today a potent instrument of activating the economic growth in developing countries and which 

is associated with job creation, wealth creation, poverty eradication, innovations, and its related 

welfare effects. The study will also point out why microfinance institutions are agents of 

economic and entrepreneurship development in developing countries. 

 

Review of Related Literature 

This aspect of the research work examined available literature on the subject matter. This is 

categorized into three for clarity as follows; conceptual review, theoretical framework and 

empirical literature. 

 

Conceptual Review 

 

Concept of Microfinance Bank 

The central Bank of Nigeria (CBN) in its “Regulatory and supervisory Guidelines for 

microfinance Banks (MFBs)” defines MFBs as companies licensed to carry on the business of 

providing micro finance services such as savings, loans, domestic loans, transfer and other 

financial services that are needed by the economically active poor and entrepreneurs to set up 

and establish their business. Microfinance is the provision of financial services to low income, 

poor and very poor self-employed people (Otero, 2000). 

 

Robinson (2001) as cited in Ogunleye (2015) defined microfinance as small scale financial 

services that involve mainly savings and credit services to the poor. Over twenty years ago, 

microfinance simply meant the provision of very small loans (microcredit) to the poor, to help 

them engage in new productive business activities and/or to grow/expand existing ones. 

However, overtime, microfinance has come to include a broader range of services. These 

include mainly credit, savings opportunities, insurance and money transfers, as practitioners 

came to realize that the poor, who lacked access to traditional formal financial institutions, 

needed and required a variety of financial products to achieve meaningful improvement in their 

business activities. Microfinance refers to loans, savings opportunities, insurance, money 

transfers and other financial products targeted at the poor. Ogunloye (2015) is of the opinion 

that microfinance is about providing financial services to the poor, who are traditionally not 

served by the conventional financial institutions. He said the three features which distinguish 

microfinance from other formal financial products are: 

1. The smallness of loans advanced and or savings collected, 

2. The absence of asset-based collateral, and 

3. Simplicity of operations.                                            

 

The authors argue that microfinance is the provision of financial services to the poor and the 

financially excluded. These financial services include credit, savings, insurance, remittances 

and guarantees among others. As a result, an associated vocabulary includes microcredit, micro 

savings, micro insurance, micro remittances and micro guarantees. The major common 

problem of providing all these services to the poor is that the transaction size is very small. A 

second common problem is that the poor lack not only financial capital but are often socially 

excluded and lack bridges to rich people. A third common problem is that they are often 

uneducated or even illiterate. 

 

Micro Financing in Nigeria 

According to the CBN’s regulatory and supervisory guidelines for microfinance banks in 

Nigeria (MFBs), a microfinance bank shall be construed to mean any company registered to 

carry on the business of providing microfinance services, such as savings, loans, domestic 
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funds transfer and other financial services that are needed by the economically poor, micro, 

small and medium enterprises to conduct or expand their businesses as defined by these 

guidelines. 

Policy objectives of microfinance banks in Nigeria include: 

1. Making financial services accessible to a large segment of the potentially productive 

Nigerian population which otherwise could have little or no access to financial services. 

2. Promote synergy and mainstreaming of the informal subsector into the national financial 

system. 

3. Enhance service delivery by microfinance institutions to micro, small and medium 

entrepreneurs. 

4. Contribute to rural transformation 

5. Promote linkage program between universal/development banks, specialized institutions and 

microfinance banks. 

 

Challenges of Micro financing in Nigeria 

To achieve sustainability, microfinance must devise strategies to effectively address the 

challenges of microfinance which are as follows: 

1. High operating cost: small units of services pose the challenge of high operating cost, 

several loan applications to be processed, numerous accounts to be managed and 

monitored, and repayment collections to be made from several locations especially in 

rural communities. 

2. Repayment problem: loan repayment default is a major threat to institutional 

sustainability. It can be described as a deadly virus which afflicts MFBs. It demoralizes 

staff and deprives beneficiaries of valuable services. However, it can also be seen as a 

symptom of poor leadership. 

3. Inadequate experienced credit staff: micro financing is more than dispensing loans. To 

be viable, MFBs require experienced and skilled personnel. As a young and growing 

industry, there is a dearth of experienced staff in planning, product development and 

effective engagement with clients. Most credit staff of MFBs in Nigeria is on their first 

jobs and this limits expansion and institutional performance. 

4. Lack of re-financing facilities: MFBs in Nigeria are not profit oriented. Non- profit 

status of MFBs inhibits effective engagement with financial institutions like the 

commercial banks. 

5. Client apathy and drop-out: Improper client services and delivery strategies could lead 

to client drop-out. 

6. Internal Control challenge: large transactions and informal operational approach pose 

serious internal control challenge. Operational procedures could be breached at 

disbursement and collection points. High cash transaction which is a feature of micro 

financing is a source of temptation for fraudulent practices. 

 

Microfinance Models 

Grameen Model 

Grameen Bank of Bangladesh was established in 1983 as an independent specialized bank after 

an experimental period of six years starting from 1976 under the supervision of Professor 

Muhammad Yunus and financed by the Janata Bank, to provide credit to the rural poor, 

particularly women in Bangladesh. The Grameen Bank experience started with the group 

concept-informal lending to the poor. It was started to assist landless people in Bangladesh to 

obtain credit, which could not be obtained through the formal commercial banks credit 
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facilities. However, this model operates using the modality of collective guarantees, close 

supervision and peer pressure from other members of the group.  

 

Non-Government Organization (NGO) Model 

This is also grouped as informal model as it tends to adapt the Grammen principles and usually 

are gender specific and sector ally motivated. There are women groups, farmers union, trader 

union etc. in this organization. The NGOs with the features of Grameen bank are formed in 

different countries in the world with different names, e.g. Left Above Poverty (LAPO) can be 

view as a typical example of NGO that emulate the method of Grameen Bank by channeling 

credit facilities to the poor who are member in Nigeria. While in Ghana and Gambia, the most 

successful micro credit programs with these features are women finance association. The 

programs were reported to have had high rate of repayment. 

 

Esusu Model 

Esusu is a revolving loan scheme in Nigeria and entrenched in most West African countries 

operating as an informal micro-credit programme. The group formed to operate the revolving 

schemes are voluntarily. In this model of microfinance, members make fixed contributions of 

money at regular intervals. This is quite different from Grameen model because at each 

interval, one member collects the entire contributions from all. Every member takes a turn until 

the cycle is completed, and then it starts again. One perfect function of Esusu is that it serves 

as a saving mechanism for the last person to take his or her turn. The Esusu are very strong 

program that have assisted in promoting entrepreneurship in most of West African countries, 

particularly among market women in rural/urban markets. Each Esusu’s group has a recognized 

leader and Esusus are often used as model by NGOs trying to establish micro-finance 

programme in urban setting (Akanji, 2008). 

 

Donors Model 

Donors have played a very important role in the microcredit program, particularly international 

donors such as UNDP, through the NGOs. The alternative micro-credit delivery model 

proposed by Gabriel and Ibanga (1997) called“The Ekpuk (family) model worked perfectly 

well within an extended family structure, particularly proven successful in some villages in 

Akwa Ibom State, Nigeria. 

 

The Concept of Entrepreneurship 

In almost all the definitions of entrepreneurship, it is agreed that it is about a kind of behavior 

that includes initiative taking, organizing and reorganizing of social and economic mechanisms 

to turn resources and situations to practical account and the acceptance of risk or failure 

(Hisrich, Peters & Shepherd, 2008). To the economist, an entrepreneur is one who brings 

resources, labor, materials and other assets into combinations that make their value greater than 

before and also one who introduces changes, innovations and a new order. Sulaimon & 

Adebayo (2000) sees entrepreneurship as the act or process of identifying business 

opportunities and organizing to initiate a successful business activity. They noted that the 

functions performed by entrepreneurs include: searching for and discovering new information; 

translating new information into new markets, techniques and goods; seeking and developing 

economic opportunities; marshalling the financial resources necessary for the enterprise; taking 

ultimate responsibility for management; and bearing the risk for the business. 
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Microfinance and entrepreneurship 

Economic development essentially means a process of upward change whereby the real per 

capita income of a country increases over a period of time. Entrepreneurship has an important 

role to play in the development of a country. It is one of the most important inputs in economic 

development. The number and competence of entrepreneurs affect the economic growth of the 

country. The economic history of the presently advanced countries like USA, Russia and Japan 

supports the fact that economic development is the outcome for which entrepreneurship is an 

inevitable cause (UNDP, 2012). The crucial and significant role played by the entrepreneurs in 

the economic development of advanced countries has made the people of developing and 

underdeveloped countries conscious of the importance of entrepreneurship for economic 

development. It is now a widely accepted fact that active and enthusiastic entrepreneurs can 

only explore the potentials of the country’s availability of resources such as labour, capital and 

technology (Parker, 2006). 

 

Entrepreneurship and economic development are intimately related. Schumpeter opines that 

entrepreneurial process is a major factor in economic development and the entrepreneur is the 

key to economic growth. Whatever be the form of economic and political set-up of the country, 

entrepreneurship is indispensable for economic development (Singla & Sharma, 2016). 

 

Entrepreneurship is an approach to management that can be applied in start-up situations as 

well as within more established businesses. The growing interest, in the area of 

entrepreneurship has developed alongside interest in the changing role of small businesses. 

Small entrepreneurship has a great potential in a developing country like Nigeria (Singla & 

Sharma, 2016) 

 

An entrepreneur who is a business leader looks for ideas and puts them into effect in fostering 

economic growth and development. The entrepreneur acts as a trigger head to give spark to 

economic activities by his entrepreneurial decisions. He plays a pivotal role not only in the 

development of industrial sector but also in the development of farm and services (Singla & 

Sharma, 2016). 

 

The entrepreneurs need funds to bring together various factors of production such as land, 

labour and capital for production to take place. The take-off and efficient performance of any 

enterprises, be it small or large will require the provision of funds for the creation of new 

investment. Therefore, various forms of assistance have been designed in many microfinance 

institutions to promote the development of entrepreneurship. These include finance, extension 

and advisory services, training and the provision of basic infrastructure. Poverty reduction is 

not an impossible task in a country. Empirical evidence has shown in Indonesia that significant 

poverty reduction is possible and had occurred in developing countries. For example, studies 

have revealed that the absolute number of people living in poverty has dropped in all 

developing countries that have experienced sustained rapid economic growth over the past few 

decades (Aderibigbe, 2013). 

 

The approaches adopted by these countries are collectively known as microfinance. It is 

designed to raise the level of investment infrastructure and people to enhance income 

generation capacities. According to Fashola (2008), setting up microfinance institutions was a 

strong commitment to alleviate poverty, raise the standard of living of the people and help to 

generate job opportunity. He stressed that when people are empowered and loans are made 

easily available to especially poor people to start small scale business, our society would be 

better off. 
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Theoretical Framework 

 

Innovation Theory of Entrepreneurship 

The theoretical framework for this study is anchored on innovation theory of entrepreneurship. 

The best exponent of the economic/sociological approach in all history is Joseph Schumpeter. 

Schumpeter’s theory of entrepreneurship is a major part of his general theory of economic 

development espoused in his ‘Theory of Economic Development’ (1934). Schumpeter defined 

entrepreneurship as a creative activity. An innovator who brings new products or services into 

the economy is an entrepreneur. Schumpeter thought innovation is a function consistent with 

all entrepreneurs. The innovator is the entrepreneur and the entrepreneur is the innovator. He 

undertakes new combinations of the existing factors of production in any of the following ways 

(Meir and Baldwin in Idemobi, 2010). 

1. In the introduction of a new good 

2. In the use of a new method of production 

3. In the opening up of a new market 

4. In the exploitation of a new source of raw material supply 

5. In the reorganization of any industry 

 

In the Schumpeterian general economic theory, economic development occurs through a 

dynamic process of boom and depression. In line with a synthesis of Schumpeter’s work by 

Mbaegbu (2008), the depression which follows a boom is caused by the entrepreneur when 

he/she initiates an innovation. The recession or depression comes through a process of “creative 

destruction” which is Schumpeter’s way of expressing market saturation and decline. With 

innovation old firms find their markets being destroyed by the advent of new competing 

products and new firms market the old products at much lower prices taking competitive 

advantage. 

 

The process forces some established firms who cannot compete to go under or become 

bankrupt. When the state of instability (disequilibrium) in the industry makes it unattractive for 

new firms to move in, the business cycle is completed. The cycle starts again once a new state 

of equilibrium higher than the old one is restored and the stage is set again for a new wave of 

innovations and repetition of the business cycle commence. In summary, therefore, economic 

development in the Schumpeterian model is an uneven and disharmonious process that ebbs 

and flows like the waves at the seaside. 

 

In Schumpeter view the supply of entrepreneurship is a function of the rate of profit and the 

‘social climate’. He further posited in this model that a good economy system would normally 

encourage entrepreneurship while a moribund economic system would discourage 

entrepreneurship. In this thinking a development policy tending towards government 

intervention or regulations designed to limit profit or redistribute income or squeezing private 

gain such as government price controls and taxation will ultimately discourage 

entrepreneurship. In Schumpeter’s concept a variable ‘social climate’ is a complex 

phenomenon encompassing the whole social, political and socio psychological environment 

within which the entrepreneur must operate and invest in. It includes the educational system, 

the social values, the class structure, the nature and extent of prestige and other rewards that 

accompany business success, as well as the attitude of society towards business success 

according to Higgins in Idemobi, (2010). This theory is the basis for this study because, if 

microfinance banks are active and playing essential role in the development of 

entrepreneurship development in Nigeria, young entrepreneurs will have insight, self-esteem 

and knowledge to act where others have hesitated. 
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Research Methodology 

Descriptive survey method was adopted in carrying out this study. Data were obtained through 

the use of questionnaires. The questions were framed in simple and clear language to remove 

ambiguity. The response to each of the statements was on a 5 point Likert ordinal scale. The 

questionnaires were intended to generate responses that will assist the researcher to address the 

research problem, objectives, questions and hypotheses. The questionnaires were used and 300 

respondents were selected for the purpose of analysis. The population of this study comprises 

selected entrepreneurs in Gombe State. 

 

Sample size and sampling technique 

A sample size of 300 was selected using stratified and simple random sampling given the 

heterogeneous nature of the entrepreneur population. 

 

Data Analysis Method/Model Specification 

Ordinary least square regression method of analysis was adopted to show the causal/significant 

relationship between microfinance and entrepreneurship development in Nigeria. In this study, 

entrepreneurship development in Nigeria was made the dependent variable while microfinance 

institution was the explanatory variable. The model for analysis is 

ENT = f (MFI) (1) 

ENT = β0 + β1 MFI+ ei (2) 

Where, ENT is entrepreneurship; MFI is microfinance institutions; β0 and β1 are the regression 

coefficients to be determined; ei is the error term. 

 

Results and Discussion 

A total of two hundred and ninety (290) questionnaires were distributed, while 275 were 

returned giving a return rate of 94.83%. The responses were coded and transformed into data 

points for microfinance and entrepreneurship development in Nigeria. The regression analysis 

indicates that the model relating microfinance and entrepreneurship development in Nigeria is 

significant at 5% confidence level with F-value of 615.046. The coefficient of determination 

was found to be 0.693 indicating that the explanatory variable, microfinance, accounts for 

about 69.30% variations in the values of the dependent variable; entrepreneurship 

development. 

Microfinance as explanatory variable in the model was found to exhibit positive relationship 

with entrepreneurship development in Nigeria and significant with t-value of 24.80 at 5% 

confidence level. 

It is however important to note that the transformation rate of microfinance to entrepreneurship 

development in Nigeria is inelastic meaning that to achieve a unit increase in entrepreneurship 

development via microfinance, microfinance has to double their contributions towards 

entrepreneurship 

ENT= 0.455 + 0.832MFI (3) 

(5.330) (24.800)* 

 

This result affirmed the submission of Ogho and Nwachukwu (2008), who share the view that 

microfinance can be a powerful tool in initiating a cyclical process of growth and development. 

Microfinance activity can improve the access of rural poor to finance services. They further 

stressed that microfinance interventions help in inculcating necessary habits for economic 

independence and self-reliance. 

 

Aderibigbe (2013) is of the view that microfinance recognizes the peculiar challenges of micro 

enterprises and of their owners. It recognizes the inability of the poor to provide tangible 
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collateral and therefore, promotes collateral substitution; disbursement and repayment are 

structure to suit credit need and cash flow pattern of small business. Iweala (2005) opines that 

the latent capacity of poor for entrepreneurship would be significantly enhanced through the 

provision of microfinance services to enable them engage in more economic activities and be 

more self-reliant, increase employment opportunities, enhance household income and create 

wealth. Fashola (2008) asserted that with microfinance, graduates roaming the streets in search 

of jobs would have a new orientation to start their own business and become employers of labor 

and generate wealth for themselves, their families and the nation. Niekerk (2008) believed that 

robust economic growth could not be achieved without putting in place a well-structured 

framework that could meaningfully support economic activities at the grassroots, such as the 

microfinance platform. He stressed that micro credit is an important liberating force in an 

economy and must be extended not only to poor but, to the active sector of the economy. 

 

Summary 

This research work investigates the impact of microfinance on entrepreneurship development 

in Nigeria. The analysis of data indicates that the financial institutions are adequately financing 

entrepreneurship development in Nigeria. Other findings revealed that there is significant 

difference in the number of entrepreneurs who used microfinance institutions and those who 

do not. There is a significant effect of microfinance institutions in predicting entrepreneurial 

productivity. Microfinance is the key to development of entrepreneurship in Nigeria. 

 

People secure loan from microfinance banks with their savings account as collateral rather than 

financial collateral. Entrepreneurship is vital to the industrialization process of the country. The 

study revealed that microfinance contributes to entrepreneurial activities that can lead to 

sustainable development in Nigeria and Gombe state in particular. However, the contribution 

or impact is not substantial. Therefore, there is still a lot to be done to substantially increase 

the contribution and impact of microfinance banks on the growth of the index of business 

activities of own operations (entrepreneurship) in Nigeria 

 

Conclusion 

The review of literature shows that the microfinance institutions are evident tools for 

entrepreneurship development due to the roles they perform in the Nigerian economy. Despite 

the various challenges surrounding microfinance in Nigeria, the institution serves as a key 

player in the financial sector that has positively impacted the life of individuals, business 

organization, other financial institutions, the government and the economy at large through the 

services it offers. The findings of this study show that microfinance institutions go a long way 

in the determination of the level of entrepreneurial productivity and development in the 

Nigerian economy. 

In order to enable the beneficiaries of micro finance schemes to fully appreciate the utility of 

the facility, the monetary authority (CBN) must continue to appraise the credit delivery 

channels and formulate policies that would facilitate the delivery of the facilities to the rural 

communities. 

 

Policy Recommendation 

Having summarized what this paper contains and sequel to the finding thereon, the following 

are hereby recommended: 

1. Microfinance institutions need to put more effort in financing entrepreneurial activities that 

can promote economic growth accessible to the poor. 

2. In order to enable the beneficiaries of micro finance schemes to fully appreciate the utility 

of the facility, the monetary authority (CBN) must continue to appraise the credit delivery 
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channels and formulate policies that would facilitate the delivery of the facilities to the rural 

communities. 

3. Reform of the legal system to offer more protection to investors and creditors. As it is now, 

people would borrow from banks and refuse to pay and even go to court to obtain injunctions 

against realizing the security, which they have willingly pledged as collateral. 

4. Establish a credit information exchange mechanism that would track all borrowings and 

repayments in the banking system no matter the size. 

5. Though microfinance institution has impacted positively on the growth of entrepreneurship 

development in Nigeria yet more are expected in order to grow the economy. 

6. Microfinance banks should increase their provision of other services such as financial advice, 

commodity marketing, micro-insurance, leasing etc. to entrepreneurs. 
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Abstract: This study examined the socio-economic determinants of life expectancy in Nigeria 

between 1980 and 2017. The paper was predicated on the Grossman analytical framework 

rooted in the human capital development theory. A macroeconomic model incorporating major 

macroeconomic variables in explaining health outcomes was explored. The model examined 

the influence of literacy rate, government health expenditure, total number of health workers 

and per capita income on life expectancy. Ordinary least square estimation technique that took 

into consideration error correction mechanism was used. Tests of the model’s reliability were 

carried out using descriptive statistics, unit root and co-integration tests. All estimates were 

validated at p≤ 0.05. Government health expenditure, per capita income and literacy rate had 

positive significant effects on life expectancy. A 0.4% increase in literacy rate increased life 

expectancy by one year, while 0.3% and 2.6% increase in government health expenditure and 

per capita income, respectively, increased life expectancy by one year. The total number of 

health workers had a positive but insignificant relationship with life expectancy. Socio-

economic factors were critical to improving life expectancy as an health outcome in Nigeria. 

Therefore, it is recommended that government should strive towards instituting policies that 

will increase literacy rate and per capita income, as well as target its health expenditures 

towards improved life. 

 
Keywords:   Life Expectancy, Per Capita Income, Socio-Economic Determinants, Literacy 

Rate, Government Expenditure 

 

Introduction 

Life expectancy describes quality of life lived right from birth till the time of death. Health 

economics literature indicated that life expectancy is affected by genetics, lifestyles, 

environment and socio-economic factors; and the socio-economic circumstances are strong 

predictors of life expectancy, as they are more evident in their health status. Empirical literature 

on the socio-economic determinants of life expectancy have focused on micro perspectives, 

involving partial equilibrium analysis, to the neglect of macroeconomic considerations, such 

as household income and lifestyle.  

Fifty Nine years after independence, Nigeria health indicators have stagnated or worsened 

during the past decades, despite investment from private and public sectors to enhance the 

quality of health of the Nigerian people. Every day, more than 160 Nigerians die of malaria, 

malnutrition or complications of pregnancy and childbirth (Adetokunbo, 2006), which means 

more than 58,400 lives are lost to avoidable health problems yearly. Despite the promise of 

health for all by 2000 in 1990s, and later emphasized in Vision 20, 2020, this lofty goal is yet 

to be realised in Nigeria. The  national strategic health development plan 2009 to 2013 

(Nigerian Demographic Health Survey (NDHS)) contends that  the health status indicators for 
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Nigerians are among the worst in the world and that on the average, health status of the 

population has declined, compared with the indicators of a decade earlier. Life expectancy at 

birth, which is a strong measure of health outcomes, measures the quality of life lived right 

from birth till the time of death (Fayissa & Gutema, 2005; Francesco & Marios, 2006), has 

continued to drop, reported to be 47.55 years in 2008 (NDHS). There was a marginal increase 

in the value in 2011 as it was recorded to be 48.4 years, five years lower than the 53 years 

average for the less developed countries (LDCs). However, from 2015, there has been an 

average of 0.84% marginal increase in life expectancy in Nigeria. For instance, it increased by 

0.84% to 53.29 years in 2016 and equally increased by the same magnitude in 2017 to 53.73 

years in 2017, though this is still less to what is obtainable most less developed countries which 

ranges between 50 and 60 years (Organization for Economic Co-operation and Development 

[OECD, 2019]). The funding of the sector is grossly inadequate. Even where there is enough 

fund, there is mismatch of funding, because the tertiary health institutions get more than the 

local health institutions. Ironically, the disease burden is more in local communities.  

The continued downward spiral movement of life expectancy in Nigeria seems to put a question 

mark on the effective implementation of the health policies so far instituted. These have 

resulted in lack of access to basic health care packages by large proportion of the population, 

and have generated such questions as: Why has life expectancy of Nigerians not improved 

appreciably?, What factors are responsible for the poor life expectancy of Nigerians? How 

would the factors to be identified as impediment to improved health status be curbed?  This 

paper therefore focuses on identifying and analysing the relative contributions of socio-

economic factors that determine the life expectancy in Nigeria, using a secondary data covering 

37 years (1980 to 2017).  

Literature Review 

The link between socio-economic factors and health is long-established. The term “socio-

economic status” has been used frequently to refer to social class, social status, position in a 

social hierarchy, or specific socio-economic factors such as income, education, locality or 

occupation. All of these are strongly related to health (Kaplan, Pamuk,, Lynch, Cohen, & 

Balfour, 1996). The relationship between each of these factors and health (and with each other) 

is complex.  

 

GDP per capita has been found to be a major determinant of health status (Jourmand, Andre, 

Nicq, & Chatal, 2008). Higher GDP per capita ( income) can improve life expectancy because 

it facilitates access to health care, education, food, and housing, all of which contribute to better 

health outcomes ( Jourmand et al., 2008). As income decreases, rates of poor health increase 

(Arikpo, Eke & Obafemi, 2019; Kennedy & Kawachi, 1997; Kawachi, Kennedy, & Wilkinson, 

1999). The conceived relationship in question exists for all the usual measure of health 

outcomes including morbidity perceived health status and mortality (Kennedy, Kawachi, & 

Prothrow-Smith, 1996; Kaplan, Pamuk,, Lynch, Cohen, & Balfour, 1996; Blakely, Lochner, & 

Kawachi, 2002).  

 

Conversely, poor health can also lead to low GDP per capita income. For example, Smith 

(1999), using US data from the Health and Retirement Survey, finds that reductions in GDP 

per capita often follow the onset of ill health because of its impacts on population, participation 

and productivity. This fact was complimented in another study in which it was affirmed that 

there is a significant positive association between per capita GNP and life expectancy (Anand 

& Ravallion, 1993; Wilkinson, 1996).  In the same vein,  using Johansen-Juselius cointegration 

and error correction model in their empirical study,  Agheli & Emamgholipour, (2015) find 
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that GDP, along with immunization rate and share of expenditure on education (as percent of 

GDP) as explanatory variables, had positive and significant effect on life expectancy with 

immunization having the largest magnitude of effect.  Contrary to these findings, a study on 

state of Kerala in India reveals that the state has achieved impressively high life expectancy 

despite its low per capita income (Sen, 1999).  

 

Educational level has been shown to play an important role in affecting health behaviours and 

health outcomes. Poorly educated people die at a higher rate than highly educated people 

(Feldman, Makuc, Kleinman, & Cornoni-Huntley,   1989; Blakely et al., 2002) and, generally, 

people with the worst health status have low education levels (Bemsal, 1999, cited in RACP 

1999). Many studies have found that people with low literacy skills are not able to function 

well in a health care environment. For instance, Schillinger, Grumbach, Piette, Wang, Osmond, 

Daher, Palacios, Sullivan, & Bindman, (2002) pointed out that patients with poor literacy 

usually had trouble understanding instructions on prescription drug bottles, appointment slips, 

medical educational brochures, and consent forms. Williams, Baker, Parker, & Nurss (1998) 

reported that low level of literacy is strongly correlated with poorer knowledge and self-

management of asthma. Additionally, Schillinger et al. (2003) notes that patients with poor 

literacy may have problems processing verbal communication and conceptualising risk in the 

health care environment. Based on multiple regression and cross-section analysis from 40 to 

97 countries, Williamson and Boehmer (1997) showed that women’s educational status had 

positive and significant impact on female life expectancy.  

 

There are inverse relationship between education and a range of health outcomes such as 

disability, infant mortality, asthma and cardiovascular disease, (Davey, Shipley, &. Rose, 

1990) In the linked census-child mortality study conducted by Blakely (2001) there was an 

approximately two-fold higher mortality rate among the lowest socio-economic respondents 

compared with the highest socio-economic categories of education, with a tendency for strong 

socio-economic differences in Sudden Death Syndrome (SDS) mortality, particularly by 

education. Low literacy level (an indicator of low educational attainment) coincides with 

poverty, malnutrition, ill health as well as high infant and child mortality (Judge, & Paterson, 

2001).  

           

Conceptually, a healthy person can work more effectively and also devote more time to 

productive activities. Based on micro economic evidences, Strauss and Thomas (1998) argue 

that health status explains the variations in wages at least as much as education. Research at 

the macro level can better capture the potential externalities of health sector interventions, 

and the existing studies are supportive of the positive contribution of health capital to growth. 

 

Government Health financing can be disaggregated into recurrent and capital expenditures on 

health and it has been widely used in literature to explain health outcomes (Bayati, Akbarian 

& Kavosi, 2013; Kamiya, 2010; Lawanson,  2012; and Sede & Ohemeng, 2015) This is 

because, it provides an avenue for improving healthcare by providing wider access to 

healthcare, development of health infrastructure, technology acquisition, provision of health 

insurance, provision of drug subsidies, provision of essential drugs, human capital investment 

and the provision of vital health services like family planning activities and emergency aid 

services; thereby reducing morbidity, preventing avoidable death and ultimately reducing 

mortality. 

 

Using a panel data from some Sub-Sahara African (SSA) Countries, Lawanson (2012), shows 

that the effects of the three public health expenditure measures (per capita public spending on 



Dutse International Journal of Social and Economic Research Vol. 4, No. 1 July 2020 

  

 

131 

 

health care, share of public spending on total health expenditure, and share of government 

budget allocation on health care) are significantly negatively related to the three mortality 

variables ( infant mortality rate, under-five mortality rate, and crude death rate), and 

significantly positively-associated with life expectancy.  

 

Theoretical Framework 

The underlying theory of this paper is Grossman model. At conceptual level, increase in a 

person’s stock of knowledge or human capital are assumed to raise productivity in the market 

sector of the economy, where he/she produces money earnings, and in the non-market or 

household sector where he produces commodities that enter his utility function. To realize 

potential gains in productivity, individuals have an incentive to invest in formal schooling or 

in on the job training. The costs of these include direct outlay or market goods and the 

opportunity cost of time that must be withdrawn from competing uses. This framework 

develops models that determine the optional quality of investment in human capital at any age.  

In the construction of the model, let the inter-temporal utility function of a typical health 

consumer be  

…….……1 

Where: 

n = t = The time period 

 = This is the inherited stock of health 

 = The stock of Health in period t. 

  = The health service flow per unit stock 

 is the total consumption of ‘health service’ 

 = the total consumption of other commodity in the tth period. 

By definition, net investment in the stock of health equals gross investment minus depreciation. 

    ……………………...2 

It is gross investment. 

t  is the rate of depreciation during ith period. 

 ………………………..3 

  ……………………..…4 

     ………………..5 

Where: Pt and Qt are the prices of M and Xt, Wt is the hourly wage rate, TWt is the hours of 

work, A0 is the initial assets, and r is the market rate of interest. The time constraint requires 

Ω, the total amount of time available in any period, must be exhausted by all possible uses: 

  ………………………….6 
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Where TLt is the time lost from market and non-market activities due to illness and injury. 

 ……………………………………….7 

Substituting for hours of work (TWt) from equation 6 into equation 5, the single full wealth 

constraint is obtained as: 

  …………..8 

In equation 8, full wealth is given by the right hand side, which equals initial assets plus the 

discounted value of the earnings an individual would obtain if he spent all of his time at work.  

The first–order optimality conditions for gross investment in period  are: 

 

………………………………………………………………………………………….9 

             …………………………………………10  

Where  is the marginal utility of healthy time; is the marginal utility of wealth; 

 is the marginal product of the stock of health in the production of 

healthy time; and is the marginal cost of gross investment in health in period . 

Equation (9) states that the present value of the marginal cost of gross investment in health in 

period must be equal to the present value of marginal benefits.  

To examine the forces that affect the demand for health and gross investment, Grossman (2000) 

converted equation (9) into an equation that determines the optimal stock of health in period t. 

if gross investment in period t is positive, a condition similar to equation (9) holds for its 

optimal value. 

From these two first order conditions:   

 ……………………………………..11 

Where:  is the percentage rate of changes in marginal cost between and period t. 

Equation (11) implies that the discounted value of the marginal product of the optimal stock of 

health capital at any age must be equal to the supply price of capital .  

In the investment sub-model, the wage rate and the marginal cost of gross investment do not 

depend on the stock of health. In the consumption sub-model of the Grossman model, the first 

prediction of the model is that if the rate of depreciation increased with age, then the quantity 

of health capital demanded would decline over the life cycle. The second prediction is that a 

consumer’s demand for health and medical care should be positively correlated with his/her 
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wage rate. The third prediction is that if education increases the efficiency when gross 

investments in health are made, more educated would demand a larger optimal stock of health. 

Model Specification  

Within the context of the theoretical consideration, determinants of Life expectancy in Nigeria 

and the literature review, we specify a model expressing the functional relationship between 

life expectancy and other explanatory variables of concern: literacy rate, GDP per capita 

income and government expenditure in the health sector in Nigeria. The specification of the 

model is suitable for quantifying the impact of the determinants on life expectancy in Nigeria 

which follows the related empirical work of Fayissa and Gutema (2005) 

Thus, the model for the estimation in this study is as follows: 

   InLEt = α0 + α1InLRt +  α2InGHEt +  α3InGPCt + α4InHWt + μt              …………12 

Where: 

    LEt = Life expectancy ( Proxy for health status ). 

    LRt = Literacy rate. 

    GHEt = Total government health expenditure. 

    HWt  = Total health workers ( proxy for Health Providers; Doctors, Nurses etc) 

    GPCt = GDP per capita income. ( Proxy for income of average Nigerians) 

    α1 – α4 = Coefficients of the parameter.  

      μt = Error term. 

Theoretically, all the independent variables are expected to be positively related to the 

dependent variable. To incorporate short-run and long-run effects of the models, we specify 

models in form of Error Correction Model.  i.e. 

∆Yt = α + β∆Xt -1 - βøt - 1 +  ԑt ……………………………………………13 

Where: ø is the error correction component of the model and measures the speed at which prior 

deviations from equilibrium are corrected. It shows how the dependent variable changes in 

response to disequilibrium. 

From equation 1a,     

 InLEt = α0 + α1InLRt + α2InGHEt +  α3InGPCt + α4InHWt + μt     ……  14 

μt =   InLEt -  α0 - α1InLRt -  α2InGHEt -  α3InGPCt - α4InHWt     ………15 

The fact that there may be disequilibrium in the short run necessitates the use of ECM. The 

error term in equation 1a is then treated as the “equilibrium error” which can then be used to 

tie the short run behaviour of the dependent variable to its long run value. This follows from 

the Granger representation theorem which states that if two variables Y and X are cointegrated, 

then the relationship between the two can be expressed as ECM. 

Thus, ECM formulation of equation 3a then becomes: 

∆InLEt = α0 + α1∆InLRt + α2∆InLRt -1 + α3∆InLRt - 2 + α4∆InGHEt + α5∆InGHEt - 1 + 

α6∆InGHEt - 2 + α7∆InGPCt + α8∆InGPCt - 1 + α9∆InGPCt - 2 + α10∆InHWt + α11∆InHWt - 1 + 

α12∆InHWt - 2 – øμt – 1 +  ԑt ………………………………………………………………..16 

Equation 3 incorporates short run and long run effects of equation 1a, used in our estimation.  
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Table 1:  Data Description and Sources 

 
S/N Variables Symbol Description Sources Measurement 

1 Life Expectancy LE Quality of life lived 

from birth to death 

World Development 

Indicator, 2017 

       Index  

     (In years) 

2 GDP per capita income GPC Average income  Calculated Gross Domestic 

Product / Population   

       ( #’000) 

3 Total Governmeent 

Health  Expenditure 

GHE Health sector 

expenditure. 

World Development 

Indicator, 2017 

Index 

(per 1,000 people) 

4 Health Worker HW Health Care Providers World Development 

Indicator, 2017 

Index 

(per 1,000 people) 

5 Literacy Rate LR Basic ability to read 

and write 

World Development 

Indicator, 2017 

Index 

(% of people ages 15 

and above) 

 

Estimation Technique 

The paper adopts the use of error correction model (ECM) otherwise called error correction 

mechanism estimation techniques in the attempt to determine the macroeconomic determinants 

of health outcomes in Nigeria. The error correction mechanism assumes most economic time 

series data are non-stationary. In regressing a time series variable on another time series 

variable, one out of ten obtains a very high R2 (coefficient of multiple correlation), although 

there is no meaningful relationship between the two. This situation exemplifies the problem of 

spurious regression.  

It is therefore very important to find out if the relationship between economic variables is true 

or spurious.  An attempt to achieve stationarity led to differencing data, which is, taking the 

first differences of all variables that appear to be highly auto-correlated until a satisfactory 

model could be arrived at. At the formal level, stationarity can be checked by finding out if the 

time series contains a unit root.  The Augmented Dickey-Fuller (ADF) test was used for this 

purpose.  These issues have culminated into cointegration technique of econometric analysis 

which was used in estimating our model. 

Unit Root Test. 

The results of the unit root test as shown in the Table 2 shows that the variables are stationary 

at first difference. This is deduced from the fact that the absolute values of ADF test are greater 

than the value of the ADF critical value at the 5% level of significance. 

Table 2: Unit Root Test at First Difference 
With intercept only 

 Variables    ADF Critical value  

5% 

Remarks 

InGHE -2.5109069 -2.971853 Non stationary 

InGPC -8.027684 -2.967767 I(1) 

InLE -3.150841 -2.986225 I(1) 

InHW -8.252614 -2.971853 I(1) 

InLR -5.953398 -2.991878 I(1) 

Source: Author’s Computation using E-View Statistical Package. 
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Cointegration Test 

Having established the order of integration and stationarity of the variables used in the 

estimation of the model, we proceed to test for cointegration between the dependent variable 

and the independent variables (see Table 3).  

Table 3: RESULT OF JOHANSEN’S COINTEGRATION TEST 

Model Null 

Hypothesis 

Alternative 

Statistics 

Trace 

Statistics 

Max-Eigen 

Statistics 

 

5% Critical 

Value 

No of Co- 

integrating 

equation 

1a R= 0* R=1 70.05203 34.83110 30.04 1 

 R≤ 1 R=2 35.22093 20.58055 23.80  

 R≤ 2 R=3 14.64038 8.500016 17.89  

 R≤ 3 R=4 6.140366 3.697662 11.44  

 R≤ 4 R=5 2.442704 2.442704 3.84  

Source: Author’s Computation using E-View Statistical Package. 

NB.   *(**) denotes rejection of the hypothesis at the 5%(1%) level 

         Trace test indicates two cointegrating equations at both 5% and 1% levels 

 

The stationarity of the residuals implies that the dependent and independent variables used in 

estimating the models are cointegrated with one (1) co-integrating equation. Hence, we can 

proceed with estimation of the ECM. 

Error Correction Model 

The error correction modelling involves three steps. The first is to estimate a long run model, 

followed by including the error term from the long run model in a dynamic over-parameterised 

model and thereafter work on this model until one obtains the parsimonious model which is 

then interpreted. In these results, the over-parameterised model is not presented. 

Long Run Model 

The Life expectancy model analysed the sensitivity of life expectancy (LE), a proxy for health 

status, to literacy rate (LR), government health expenditure (GHE), GDP per capita (GPC), and 

total number of health workers (HW). 

TABLE 4: Regression Results of Long Run Life Expectancy Model. 

Dependent Variable is LE 

Variables Coefficient  T- Statistics Probability  

Constant 3.504134 24.56758 0.0000 R2=0.831629 

Log(GPC) 0.013743 0.285001 0.7778 AdjR2=0.806685 

Log(GHE) 0.010133 4.360430 0.0002 S.E=0.012039 

Log(HW) 0.003728 0.429406 0.6710 F.Stat=33.34002 

Log(LR) 0.046006 2.679558 0.0124 D.WStat=0.602366 

 

From Table 4, all the variables conform to the priori expectation. While for health workers and 

GDP per capita are insignificantly positive, all other independent variables in LE model are 

significantly positive to life expectancy from birth.  

The error correction representation for the selected ARDL model, selected on the basis of the 

Schwarz information criterion is represented below 
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Parsimonious Error Correction Model 

Using the exact AR(1) inverse interpolation method, converged after 5 iterations (i.e. dumping 

insignificant variables) we have the following results as contained in Table 5. 

Table 5: Regressed Results of Life Expectancy Model. 

Dependent Variable is LE 

Variables   Coefficient Standard Error t-Statistics  

Constant                  0.001229  0.012574  0.103287 

D(LE(-1))  0.798917  0.174829  4.569702 

D(LE(-2))  0.224155  0.175446  1.277631 

D(LR(-1))  0.004127  0.001613  2.558179* 

D(LR(-2))  0.002190  0.001228  1.783026 

D(GHE(-1))  0.003421  0.001925  1.776692*** 

D(HW)                  0.696222  0.303844  2.291382 

D(HW(-1))  -0.837903 0.321006  -2.610241* 

D(GPC)                  -0.017170 0.012503  -1.373303 

D(GPC(-1))   0.021910 0.011027  1.986902 

D(GPC(-2))   0.026125 0.008192  3.188985** 

ECT(-1)                 -0.089123  0.032834  -2.71431               

R-Squared = 0.915833  Adjusted R-Squared = 0.869074 

D-W Statistics = 1.499991  F-ratio = 19.58614 

 

Note:  *  = Singnificant at 1 % ** = Singnificant at 5 %  *** = Singnificant at 10 % 

Source: Author’s Computation using E-View Statistical Package. 

 

The result obtained above shows that the adjustment response of life expectancy is confirmed 

by the coefficient of the residual ECM (-1). It shows that about 0.089 of the discrepancy 

between the actual and the long run or the equilibrium value of life expectancy (LE) is 

eliminated or corrected in each period.  

About 91% of the systematic variation in life expectancy (LE) in Nigeria over the period of 

estimation is explained in the ECM model. This percentage is indicative of the high goodness-

of-fit of the model. The F- statistic of 19.58614 is statistically significant at 5% significance 

level. Hence, there exist a strong linear relationship between dependent variable and all the 

explanatory variables of the model. The value of the Durbin Watson Statistics of 1.4999 in the 

model indicates the absence of autocorrelation in the model, an indication of the efficiency of 

the obtained parameters estimates.  

In consonance with the findings in the literature, the result shows that the level of government 

health expenditure (GHE), GDP per capita (GPC) and literacy rate (LR) had progressive effect 

on life expectancy (LE) in Nigeria. Literacy rate, government health expenditure and GDP per 

capita significantly explained life expectancy in Nigeria.  This confirmed the findings of studies 

such as Kennedy and Kawachi (1997); Williamson and Boehmer (1997); Stauss and Thomas 

(1998); Schhillinger et al. (2002); and Jourmand et al. (2008). This implies that a 1% 

improvement in life expectancy was brought about by less than 1% influence of these factors. 

Thus, health expenditure has the ability to improve health status of Nigeria population. This 

signifies that the levels of budgetary expenditure on health and educational sectors are 

sufficient to provoke a positive effect on health status in Nigeria.  The positive and significant 

relationship between government health expenditure (GHE), literacy rate (LR), GDP per capita 

(GPC) and life expectancy (LE) means that there is conformity with the theory. Thus, good 

education, income and government expenditure on health are necessity in stimulating improved 

life expectancy. However, health workers (HW) failed to conform to the conclusions in the 
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theory. This unexpected result of health workers (HW) could be attributed to the emergency of 

brain drain in the sector.  

 

Policy Implication 

The health status of the labour force, along with other factors, in any emerging and developed 

economy, strongly determines the speedy growth and development of such economies. Nigeria 

as a developing economy, no doubt, needs such healthy labour force if its drive towards growth 

and development is to be realised. Therefore, the study recommends need for Nigeria 

government and health authorities to pursue stable and consistent macroeconomic policy that 

will improve life expectancy such as increments of the allocation to health sector, improvement 

in the utilisation of health sector allocation, promoting the quality and quantity of health 

workers, and engagement in health enlightenment campaign.  

Lack of high-tech equipment in Nigerian health sector discourages improved life expectancy. 

Hence, policy measures need to be put in place to encourage acquisition of knowledge (i.e. 

education) on the part of the health care providers and the patients, to enjoy the associated 

benefits. Besides, government should encourage the importation of high-tech equipment to 

improve the services in the sector. 
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Abstract: Extreme climatic events like prolonged droughts and floods are becoming more 

prevalent, particularly in regions characterised with heterogeneous nature of rainfall like West 

Africa.  The resultant shocks induced by these extreme events might have differential impacts 

across social groups depending largely on their contexts, livelihood activities, assets and 

capabilities. This study examined the impact of hazards on livelihood diversification using 

survey data covering 1,750 respondents from rural Nigeria. OLS and decomposition analysis 

were then used to examine the effect of hazards on livelihood diversification. The results of 

instrumental variables least square and quantile regression elicited several findings. Results 

revealed that hazards have a strong negative impact on livelihood diversification. However, in 

terms of gender effect of vulnerability the study did not find compelling evidence that females 

are more vulnerable. Rather there seems to be a great deal of heterogeneity both within and 

between gender as the results suggest that vulnerability is rising and this points that the 

disadvantaged rural dwellers are ill prepared to reduce and mitigate risks and cope with 

hazards. 

 
 

Keywords: Vulnerability; environmental hazards; cattle rusting; livelihood    diversification 

 

 

Introduction 

As environmental hazard remains a global challenge, extreme climatic events like prolonged 

droughts and floods are becoming more prevalent, particularly in regions characterised with 

heterogeneous nature of rainfall like West Africa. These frequent variations in rainfall induces 

massive losses of livelihood resources that often increase poverty, food insecurity and conflict, 

particularly in communities that depends heavily on rain-fed agriculture and natural resources 

(Fafchamps, Udry & Czukas, 1998; Trogrlić, Wright, Adeloye, Duncan, & Mwale, 2018). The 

resultant shocks induced by these extreme events might have differential impacts across 

communities, households, social groups and individuals depending largely on their contexts, 

livelihood activities, assets and capabilities (Shackleton, Cobban & Cundill, 2014). However, 

evidence regarding the vulnerability status of female in comparison to male remains 

ambiguous, often related to the heterogeneous nature of the society put into context (see Duflo, 

2012; Dre`ze & Srinivasan, 1997; Klasen, Lechtenfeld, & Povel, 2015 for review). 

 

The policy responses against hazards were tailored around the sustainable livelihood’s 

advocacy for shifting away from the traditional strategies that are highly sensitive to hazards. 

Extant literature asserts that rural communities across the developing world use various 

strategies in response to poverty, food insecurity, conflict as well as environmental stresses. 
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These strategies ranging from increasing participation in the labour market (Akampumuza & 

Matsuda, 2017), selling livestock and other assets (Hoddinott, 2006), adjusting grain stocks 

(Kazianga & Udry, 2006), engage in migration and receive remittances from migrants (Jack & 

Suri, 2014) to diversification of income sources (Akampumuza & Matsuda, 2017; Porter, 

2012). However, the capacity of people to respond appropriately is determine by their 

livelihoods opportunities embedded within their economic, human, and social capitals. In other 

words, the impacts of environmental hazards on rural households is heterogeneous, depending 

on their livelihoods, and coping and adaptation strategies which in turn, are shaped by 

observable household’s characteristics such as income, gender, and age, among other factors.  

 

The Intergovernmental Panel on Climate Change (IPCC) reports that parts of Africa may 

experience longer and more intense droughts, with other areas experiencing more erratic 

rainfall (IPCC, 2014) which may likely exacerbate the conflict as a result of increased 

competition for already scare natural resources. Since all the vulnerability variables are 

inherently connected with peoples’ livelihoods (vulnerability is likely to be reduced when 

livelihoods are adequate and robust), then understanding livelihoods, and the pattern of assets, 

incomes, exchange opportunities they involve is therefore crucial to understanding a large 

proportion of the way vulnerability is generated for different groups of people (Cannon, 2008).  

It is therefore necessary to understand the sources of disparities in the existing livelihood 

strategies, especially now that income diversification narrative has been the dominant 

discourse, which would essentially help in designing pro-poor hazards reduction strategies. 

Analysis of vulnerabilities can help answer where and how society can best invest to reduce 

vulnerability (Akampumuza & Matsuda, 2017). Just as it is strongly believing that hazards can 

widen inequalities, strategies to reduce the severity of hazards could also widen inequality, 

particularly if the available buffering institution are shaped by some factors (such as literacy, 

political connection, gender wise, etc.) that can make certain group better-off. In this way, this 

paper examines the impact of hazards and cattle rustling on livelihood diversification. The 

specific objectives are: (i) to identify the gender dimension of household vulnerability to 

hazards; (ii) to examine the impact of hazards on income diversification; and (iii) to identify 

whether hazards have any effects on within and between gender income disparities. All these 

objectives are to contribute to the debates on hazards reduction strategies.  

 

Northern Nigeria is one of the most highly prone, hazards vulnerable, and disputatious regions 

of the world (Ibrahim, 2012; Olaniyan & Yahaya, 2016). New security threats in form of 

terrorism and violent conflicts have emerged to increase households’ vulnerability to poverty 

and food insecurity in the region (Ibrahim, Ibrahim, Na Allah & Saulawa, 2016; Olaniyan & 

Yahaya, 2016). Furthermore, the heterogeneous climatic conditions have made the region 

vulnerable to environmental hazards, such as droughts and floods (Ibrahim, Ozdeser & 

Cavusoglu, 2019). While too little rainfall causes drought due to a lack of sufficient irrigation 

facilities, too much precipitation causes floods that affect properties and farmlands (Tawari-

Fufeyin, Paul, & Godleads, 2015). This has greatly increased the tendency of future conflicts 

related to climate change or water shortages, farm scarcity, and degradation (Ibrahim et al., 

2016), particularly in the North-western sub-region, where a large share of the population 

heavily relies on rain-fed agriculture (Fjelde, 2015), and any effects on local agricultural prices 

increase the risk of violent conflicts and in the process induced environmental and psychosocial 

hazards (Ibrahim & Aliero, 2012; Ibrahim et a. 2016).  

 

The persistent occurrence of hazards, particularly in remote areas of the region in question, 

have further weakened households’ coping capacities (Olaniyan & Yahaya, 2016), as 

livelihood strategies are substantially based on livestock husbandry (Goldman & Riosmena, 
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2013) and crop production (Sewando et al, 2016). As such, the customary practise of crop and 

livestock production mix has been completely disrupted. Rural dwellers whom hitherto 

contributed approximately 3.2% of Nigeria’s GDP from cattle production alone are now 

struggling to cope with the vicious cycle of rustling and other forms of violent conflicts 

(Ibrahim et al., 2016; Olaniyan & Yahaya, 2016).  

 

The subsequent sections of the paper contain the body of relevant literature, methodology, and 

data collection techniques. Also, the results present the empirical analysis, and discussion of 

findings, conclusion, policy considerations and areas that require further exploration. 

Related empirical studies 

Sub-Saharan Africa (SSA) remains vulnerable to multiple hazards (IPCC, 2014).  The 

ramifications of hazards include persistent disruption of social lives (Akbar & Aldrich, 2017), 

instigating social disorganisation, escalating social impoverishment (Pantuliano, Metcalfe, 

Haysom, & Davey 2012), and destabilising existing societal functions and structures (Akbar & 

Aldrich, 2017). While vulnerability analysis involves not only the likelihood of people being 

injured or killed by a particular hazardous event, but also the type of livelihoods they engage 

in, and the impact of different hazards on them. Whereas the hazard impact happens to people 

that are at different levels of preparedness, resilience, and with varying capacities for recovery 

(Cannon, 2008). The limited livelihood options in SSA have been rapidly weakening the 

capacities of people to respond to shock. There is an important literature on the roles rain-fed 

agriculture and livestock rearing on rangeland in the economies of SSA (Fafchamps et al. 1998; 

Kazianga & Udry, 2006; Tibesigwa et al. 2016). These studies strongly emphasised that any 

extreme events experienced are likely to have adverse effects on livelihoods of many 

households in the region (Ibrahim, 2012; Tawari-Fufeyin et al. 2015). Other set of studies have 

examined how these vulnerable households are engage in various livelihood strategies aimed 

at lessening the severity of disasters, and in turn, to enhance their income and reduce 

impoverishment. 

 

Over the past five decades, local natural resources such as wild foods (for instance, vegetables 

wild animals and fruits), firewood, and materials for crafts, which were once freely available 

in sufficient quantity in most SSA, plays an important role in mitigating households from food 

and income fluctuations (Tibesigwa et al. 2016). However, these natural resources are now 

being depleted partly due to overexploitation and unpredictable climatic variation. For dryland 

Africa, Hardin (1968) and particularly Moritz, Scholte, Hamilton and Kari (2013) provide 

convincing evidence that natural capital was commonly used and subjected to overused which 

often resulted to environmental degradation.   

 

As such, there was a shift in emphasis in the last three decades from natural capital paradigm 

to buffering strategies that highlights the need of extending the marginal benefit of extant 

resources to next generation (sustainability paradigm). Intensive academic efforts in such 

period led to the formulation of the famous Sustainable Livelihood Framework (SLF) of 

Chambers (1987). Since then the SLF dominates the relevant discussions contextual to the 

understanding not only how rural livelihoods are diversified as part of strategies to reduce the 

severity of shocks (Ellis, 1998), but also how to enhance the resiliencies and capabilities of the 

most vulnerable members of the societies. For instance, in reviewing the role of livelihood 

diversification as a coping mechanising against hazards, Paavola (2008) emphasises the 

important of diversifying income sources away from farm to non-farm income as buffer against 

hazards. Moreover, agricultural diversification by adopting the better suited crop varieties and 

migration so as to provide remittances were also noted in literature (Ibrahim & Aliero, 2012; 
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Konseiga, 2006). Akampumuza and Matsuda (2017) provide an exceptionally rich and detailed 

account of how rural households in Uganda engage in non-farm employment to offset the effect 

of natural hazards. An interesting finding of their study revealed that shocks driven by 

environmental hazard have induced reduction of consumption by 17% and that the 

consumption decline was significantly larger among the female-headed households. 

 

The simple scarcity model of conflicts asserts that if hazard resulted to a decrease in livelihood 

resources, those affected by scarcity may resort to fighting over the remaining resources 

(Theisen et al. 2013). Studies have found evidence of increasing vulnerability as a result of 

frequency and intensity of environmental and violent conflict (Reuveny, 2007; Pantuliano et 

al. 2012 for reviews). It is, however, worthwhile noting that individuals dwelling in resources 

scarce communities are often disproportionately affected by disaster driven shocks (Fielding, 

2018). It’s worthwhile noting that reliable disaggregated secondary data by gender are still 

largely absent (Mazurana, Benelli, Gupta & Walker, 2011). However, a study by Neumayer 

and Plümper (2007) asserted that more women are comparably affected than men. Women are 

relatively more vulnerable to hazards given the unequal gendered power relations that limit 

women’s access to and control over resources (Bradshaw, 2014). This served the basis for 

rigorous studies that investigated the question related to social constructed vulnerabilities that 

mirror the social roles that men and women assume. The findings of previous empirical studies 

have supported the claim that hazards, particularly in drylands Africa, disproportionately affect 

female smallholder farmers, widening the existing gender inequalities and exacerbating socio-

economic and political risks (Akampumuza & Matsuda 2017; Bradshaw, 2014; Ibrahim et al. 

2016, Olaniyan & Yahaya, 2016). Other studies stress that women are often classified as most 

disadvantaged in SSA owing to discriminatory policies, beliefs, and practises that in most cases 

limit their accessibility to livelihood resources (Aliero, Abubakar & Ibrahim, 2010; Fielding 

2018). As such, limited access to credit and risk-management instruments (Sewando et al. 

2016), the paucity of information (Bradshaw, 2014), and structural inequality and 

disempowerment undermines the ability of women to respond to and cope with hazards. 

 

On the other hand, it may also be the case that female-headed households are less vulnerable. 

In particular, lower exposure to markets could shield them (female-headed households) from 

economic risks such as price shocks on the output or input side. Similarly, de facto female-

headed households (i.e., women whose partner has migrated) might particularly be able to rely 

on the absent household member to reduce the impact of shocks through remittances (Klasen 

et al. 2015).  

 

This reflects a deeper paradigm shift in hazards paradigm beyond the assumed women 

weakness towards identifying the vulnerable social groups regardless of their perceived gender. 

There is some interesting literature that challenge the idea of dualistic construct of male-female 

dimension of vulnerability that contributed to the neglect of intra-gender disparities (Gaillard 

et al., 2017), leading to a conclusion that evidence regarding the vulnerability status of female 

in comparison to male remains ambiguous (Duflo, 2012; Dre`ze & Srinivasan, 1997). Although 

empirical support of this claim is limited, however in one instance, Quisumbing, Haddad, and 

Pena (2001) assess the gender aspect of vulnerability in 10 developing countries using 

consistent methodologies across countries. Surprisingly, only in two cases they find evidence 

that females were more hazard-prone their male counterpart. Similarly, Klasen et al. (2015) 

using panel data of over 4000 rural households from Thailand and Vietnam, strong evidence 

of heterogeneity among subgroups of female-headed households are found. In particular, their 

results suggest that female-headed households are less vulnerable to poverty than households 

headed by men. 



Dutse International Journal of Social and Economic Research Vol. 4, No. 1 July 2020 

  

 

144 

 

Complementing and building from the above-mentioned studies, the current study investigates 

the impact of hazards on livelihood diversification, highlighting the effects on within and 

between gender income disparities. The literature provides valuable arguments concerning the 

need for livelihood diversification as a buffer to insulate rural households from income 

fluctuation. It has long been hypothesised that this income diversification of SLF while in the 

process of aiding household to cope with hazards would automatically reduce fluctuations and 

enhance income equality. However, being the fact that impacts of hazards on rural households 

is disproportional and at the same time choices of livelihoods diversification strategies are 

shaped by observable household’s characteristics such as income, gender, and age, among other 

factors. To test whether there are inherent income disparities in livelihoods diversification, 

individual level longitudinal data were collected from rural communities in northern Nigeria 

that are often characterise with environmental and psychosocial hazards. The data are 

particularly appropriate to investigate whether within and or between genders inequalities in 

income is reducing as people engage in livelihood diversification strategies.   

Methodology 

The concept of vulnerability, its meaning is widely contested through different disciplinary 

orientations, such that there is no one accepted definition (Alexander, 2014; Ammann, 2006; 

Cannon, 2008). Adding to this confusion, its conceptual relationship with other concepts of 

risk, resilience, coping capacity and adaptation, is debated in the literature (Alexander, 2014). 

In some instances, vulnerability reflects a lack of buffers against contingencies such as 

disasters, exploitation, and so forth (Chamber, 1989). Wisner et al. (2004) asserted that 

Vulnerability is the characteristics of a person or group and their situation, that influence their 

capacity to anticipate, cope with, resist and recover from the impact of a natural hazard. Thus, 

vulnerability equation built on the ability of an individual or household to cope with and 

mitigate the impact of hazards is given as: 
𝑉𝑢𝑙𝑛𝑒𝑟𝑎𝑏𝑖𝑙𝑖𝑡𝑦𝑖 = 𝐻𝑎𝑧𝑎𝑟𝑑 − 𝐶𝑜𝑝𝑖𝑛𝑔  (1) 

  

While Equation (1) was used to calculate the vulnerability indices, the standardization of the 

components of vulnerability indicators follows similar strategy to the United Nation 

Development Program’s (UNDP) (2014) computation of the multidimensional poverty index. 

Interestingly, the basic building block in determining a person’s vulnerable is how satisfactory 

their livelihood is (and how resistant it may be to hazards). A person’s well-being and self-

protection are closely determined by the strength of their livelihood (Cannon, 2008). In this 

sense, people’s livelihoods which involve many types of income-generating activities, ranging 

from business to farming, from begging to paid work are their first ‘line of defence’ against 

disasters. Given that different livelihood yields different income, then it became apparent that 

the capacity for people to protect themselves (self-protection) is largely determined by the level 

of income.    

 

Empirical model 

The thrust of the present study was to assess the impact of hazards income diversification, 

serving as a proxy for livelihood diversification strategies. To this end, Equation (2) expresses 

the effect of hazards on income earned through diversified economic activities, given as: 

𝑌𝑑𝑖 = 𝛽
0

+ 𝛽
1

𝐺𝑉𝑆𝑖 +  𝛽
2

𝐸𝐻𝐷𝑖 + 𝛾
1

𝑍i +  𝜇
𝑖
                                                       (2) 

  

where there is income diversity per capita of the ith individual, and  are the parameters of 

gender-specific vulnerability score and environmental hazard, respectively,  the vector of 

control variables, such as age, literacy, and ratio of income from crop and livestock production,  
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is the vector of their respective coefficients, and  is the white noise error term, . To avoid an 

endogeneity associated with observational data, the parameters in Equation (2) were estimated 

via the instrumental variable least squares (IVLS) regression method. This test was 

complemented with quantile-based instrumental variable least squares so as to get 

comprehensive picture on how hazard affect the various income distribution.  

Data  

Primary data were collected over 11 months (wave 1 from October to December 2014 and 

wave 2 from July until September 2015) via two complementary instruments, a structured 

questionnaire (etic-orientated method) and an interview guide (emic-orientated method). The 

survey areas were randomly selected within each of the identified hazards prone villages. 

Between 170 and 180 respondents (for a total sample size of 1,750 respondents) were 

systematically selected in 10 villages with an estimated adult population of 250-300 in northern 

Nigeria.  

 

Prior to field survey, a Participatory Rural Appraisal (PRA) was conducted where preliminary 

information was gathered and key inputs were sought from the residents in the enumeration 

areas which were instrumental in finalizing the design of the survey instruments. Apart from 

relevant ideas that emerged from literature, professional groups such as local, state and national 

Environment and Emergency Managements Agencies (EEMAs) were considered. 

Furthermore, residents themselves may have multiple identities with hazards, based on 

experiences within or between places of residents (Alexander, 2014). This provides an 

opportunity of examining the residents’ constructions and experiences of vulnerability on the 

one hand, and also assess how hazards shaped both the within and between gender livelihood 

disparities. With these approaches, this study would be able to construct vulnerability using 

integrative lens of the etic-emic spectrum.  

 

The instrument was pre-tested by trained enumerators under the supervision of the 

corresponding author. The questionnaire was designed to elicit views on hazards, vulnerability 

and livelihood strategies, and support quantitative analysis to examine pattern in the data. 

Additionally, 10 sessions of focus group discussions (FGDs) were held with purposively 

selected 100 villagers (60 women and 40 men) to source a qualitative data that complements 

the quantitative data generated through in-depth questionnaire. This as final stage of data 

collection was aimed at summarising some of the key information that had emerged. The 

questions of FGDs covered three broad themes, namely hazards experience; livelihoods and 

coping strategies. Similarly, it was at this level that weights of each of the indicator of 

vulnerability were determined by the relevant stakeholders. FGDs as a group interview can be 

regarded as an emic-orientated research method, as it allows exploration into the meanings and 

experiences of the research participants, and facilitates analysis of social phenomenon from the 

“insiders” point of view. In this way, interview guide was designed with a series of some pre-

set questions relevant to the theme of this research. The participants, in turn, share their thought 

digressively using their own terminology. For instance, during FGDs session participants were 

asked about their perceptions of hazards, buffering strategy and the local measures they 

adopted to prevent future occurrence. All the questions were formulated around the notion of 

struggle and coping, which was inform by existing research highlighting that respondents may 

feel more comfortable discussing vulnerability in terms of weakness, problems and constraints 

(Heijmans & Victoria, 2001).   
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Results and Discussion 

Impact of Hazards on Livelihood Diversification  

Rural dwellers in Northern Nigeria, as in the case other of developing countries are actively 

engaging in multiple economic activities in response to increased challenges facing the 

customary crop-livestock production mix. One interesting we observed in the course of this 

study was increase participation of regional and trans-border trade in villages close to Niger 

Republic. Through such informal transactions much individuals were able to enhance their 

well-being.  It equally important to understand that income generated from diversified income 

source could play a buffer stock to insulate well-being from income fluctuations. However, 

when hazards intensified further such income would fall below a critical level, they can no 

longer serve as buffer stock and well-being begins to respond to unanticipated variations in 

income (Fafchamps et al. 1998). When all assets holdings have been exhausted and no other 

sources of insurance available, well-being will entirely follow current income. The baseline 

results of the effect of hazards on livelihood diversification, as highlighted in Table 1, revealed 

consistent trends in both the aggregated (overall) and the disaggregated (gender-specific) 

models. The results show a strong negative effect of hazards on income earned through 

diversified livelihood strategies. This negative relationship suggests that hazards lead to a 

reduction of income derived from diversified livelihood strategies. By implication the defence 

mechanisms of rural dwellers are rapidly weakening as hazards stricken harder. This is in line 

with our apriori expectation and also reinforces the finding of Ray-Bennett (2007), which 

documented that multiple hazards diminish livelihood assets.  

 

Table 1. Effect of Hazards on Income Diversification 
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The study further found from FGD session that most individuals who lost substantial amounts 

of wealth due to hazards were found to routinely engage in jobs such as environmental 

resources extraction, cutting firewood, and other occupations capable of degrading the 

environment. This might be why the coefficients of environmental hazards were relatively 

higher in the data of upper quantiles. This is consistent with studies in other parts of SSA where 

natural resources have been identified as a key buffering strategy that supports the livelihood 

in resource-poor rural settings (see, for instance Tibesigwa et al. 2016). Natural resources as 

free gift of nature have been vulnerable to unsustainable use. In particular, Northern Nigeria is 

where current high population densities, pervasive poverty and weakening traditional 

institutions are threatening environmental sustainability. The problem is further exacerbated 

by the fact environmental hazards are expected to become more pronounced into the future, 

and the evidence of this study suggest that buffering strategy through livelihood diversification 

is been eroded by hazards. The overdependence on natural resources would intensify 

environmental degradation as these adaptation efforts have somewhat neglected sustainable 

development, especially when addressing the most food-insecure and vulnerable populations 

(Aliero et al. 2010; Sewando et al. 2016; Tibesigwa et al. 2016).  

Discussion 

Many studies on disaster risk reduction and hazard mitigation have argued that human activity 

increases environmental vulnerability (for instance, Ammann, 2006; Pai, 2018), which 

reflected the widely accepted notion which stress that natural hazards are socially constructed. 

This mirrored the case of SSA where livelihoods are mainly based on rain-fed cropping, 

livestock rearing on rangeland and other forms of natural resources-based activities. Recently, 

rapid changes in social context have necessitated a paradigm shift in policy, recognising the 

need to address hazards and disasters, sustainable development and poverty reduction as cross-

cutting themes (World Bank, 2005). The hazards reduction strategies have emphasised the need 

for vulnerability mitigation in the pursuit of resilient societies. In this way, explicit attention is 

given to the needs of certain groups, particularly relating to age, gender and cultural diversity 

(Fordham, 1998). In this study the results of vulnerability indices strongly indicated that the 

complexities of hazardous events in Nigeria have exacerbated the cross-gender environmental 

vulnerability. This questions the effectiveness of policies implemented aimed at disaster risk 

reduction that was geared towards enhancing the mitigating capacity of the socially constructed 

disadvantaged members of the society (e.g. women).    

 

It has been argued that reliance of exported westernised discourse on hazard management into 

so-called ‘unsafe’ localities, can actually heighten vulnerability (Bankoff, 2001) through the 

erosion of local buffering institutions (Alexander, 2014) driven by priority mismatch. During 

FGDs session the responses of the participants to the range of questions on their perception on 

priority mismatch is clear reflection that disaster mitigation strategies are, in most cases, 

politically and ethnically motivated to favour certain political class or ethnicity, and the whole 

process undermines integrity. This has also highlighted the widening mismatch between the 

priorities of the EEMAs and the affected rural communities, in that EEMAs often approached 

rural communities with pre-designed packages, reflecting their agenda rather than matching 

the actual needs of communities in risk. 

 

The findings of gender-based vulnerability score reflected the social-centric constructions of 

vulnerability which informed the basis for framing the humanitarian response to disasters 

focusing substantially on women and children (Bankoff, 2001; Enarson, & Fordham, 2001; 

Grace & Janet, 2014). Indeed, many studies expanded the categories of vulnerable classes by 

including the poor, the very old, the disabled (Fielding, 2018; Fjelde, 2015; Fordham, 1998; 
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Olaniyan & Yahaya, 2016; Tibesigwa et al., 2016), and other similar groups that are less able 

to cope with disasters. 

 

The dualistic construct of the male-female dimension of social vulnerability contributes to the 

neglect of within gender disparities (Gaillard et al., 2017) in the design and implementation of 

disaster risk reduction (DRR) policies. Such technocratic and top-down policies ignore other 

important aspects of demographic factors, such as literacy and income levels that to a larger 

extent determine the capacity of individuals to prevent or mitigate the effects of disasters.  

 

Moreover, the findings of this study point out the need for a paradigm shift in DRR strategies 

focusing more on the drivers of intra-gender inequality. This is consistent with the findings of 

previous empirical studies, which reported that people endowed with vast human capital are 

more capable of bouncing back from disasters (Akbar & Aldrich, 2017) and that literacy rates 

in particular are major components of recovery and resilience. Evidence has further shown that 

even the most vulnerable individuals were able to utilise a wide array of diverse resources, 

knowledge, and skills to confront hazards (Gaillard et al., 2017; Julia & Appolonia, 2009; 

Wisner, Gaillard, & Kelman, 2012) and human-induced disasters.  

 

Conclusion 

This study examines the effect of hazards on livelihood diversification via a micro-level data 

of Nigerian households. The results show a stronger negative effect of hazards on livelihood 

diversification. This negative relationship suggests that hazards lead to a strong reduction in 

income derived from diversified livelihood strategies. The heterogeneous patterns of gender-

specific vulnerability score found in the study reinforce the claim that effect of disasters on 

people is not equal. This points that inequalities in hazards risk, as well as access to resources 

and opportunities systematically render certain group of people more vulnerable to hazards 

than others. With limited opportunities in SSA, some proposed westernised coping strategies 

have actually neglected the human response mechanisms which can enhance or lessen hazard 

impact (Alexander, 2014). The role of social, political and economic factors is thus overlooked, 

alongside questions concerning the potential influence of these factors upon the spatial and 

temporal patterning of exposure and vulnerability. While not challenging Western insinuations 

that females are relatively more vulnerable compared to males, the social construction of 

vulnerability should look beyond gender. In this sense, the DRR strategy should prioritise the 

intervention that has a direct bearing on a household’s economic, human, and social capital 

without solely focusing on gender. As such, this study argued that rural financial development 

has a dedicated role to play in closing, both within and between genders, financial disparities, 

which widen as vulnerability to shock increases. 
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Abstract: Child abuse within the Almajiri2  schooling system has assumed to be among the 

major societal ills of the twenty first century in Hausa3 land. The menace predisposes the 

children into various forms of physical and emotional assaults. And, these affect their 

biological well-being. Hence, this study aimed at assessing child abuse within the Almajiri 

system in Jahun local government area of Jigawa state. As an empirical survey, the study 

sampled a total of 110 respondents. Questionnaires and interviews were used as the data 

collection instruments while primary and secondary data were utilized. The findings of the 

study indicated that poverty is the major predisposing factor to child’s involvement in the 

Almajiri system and thus vulnerable to abuse. However, major effects of child abuse include 

physical, emotional and sexual. These have adverse effects on the increased rates of 

delinquency, overpopulation of children in cities and subsequently societal insecurity. The 

study recommended that, there should be improved poverty alleviation programs for the rural 

poor, adequate government support and proper supervision of children by their parents and 

significant others. Others include, improved rising rate of literacy, public enlightenment and 

general societal welfare. These as combined could help in eradicating the menace of child 

abuse within the Almajiri system. 

 
 

Keywords: Appraisal, Child abuse, Almajiri, Schooling, Jahun 

 

 

Introduction 

Almajiri schooling system of education is, for centuries, the dominant educational system in 

Hausa Islamic world. As observed by Kurawa (2003), it is a non-formal system of study that 

produces Islamic schools commonly known as Makarantun Zaure4. Islamic scholars that head 

these schools can receive students from neighborhood and far away cities and villages. Also, 

these groups of pupils do sometimes experience one form of physical, sexual or psychological 

harm. In the contemporary times, these children hardly get conducive and favorable 

atmosphere to live as the system does not ordinarily provide a provision of food, clothing and 

possibly shelter at the receiving ends.  

 
2 Almajiri is contextually a male pupil of the Qur’anic school. It is derived from the word Al-Muhajirun which 
literally refers to immigrant who travels away from his hometown in search of Qur’anic knowledge.   
3 Hausa is the dominant tribe of North Western Nigeria originated over a thousand years ago. The tribe is said 
to have permeated all west African states. Few among the Hausas today live in some parts of Europe, Asia, 
Middle East and United States.  
4Makarantun Zaure are local Islamic learning schools that do not only concentrate on Qur’anic but include 
other major Islamic texts.  
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Child abuse on the other hand symbolizes cruelty to vulnerable child which involves the willful 

infliction of pain and suffering on the said child through physical, sexual or emotional 

maltreatment. By elaboration, it refers to physical maltreatment which encompasses issues such 

as physical violence, unjustifiable verbal abuse and failure to furnish proper shelter, 

nourishment, medical treatment or emotional support. It is seen as a crime of harming a child 

in numerous ways. As such, it is any act that involves the infliction of illness, impairment or 

abnormal condition that primarily affects children. 

Despite the fact that children are regarded as future leaders and a valuable asset in the society, 

some are found to have experienced one form of neglect or the other by their parents or their 

caregivers. Few among the basic necessities needed to be provided to the children which are 

virtually being denied within the Almajiri schooling system included but not limited to food, 

clothing, shelter and education. 

However, education is seen as an instrument of social, mental and economic development 

through which right values and attitudes for proper development are inculcated. Part of the 

child abuse, children are being deprived these rights which consequently lead to psychological 

impairment. Therefore, within the Almajiri system practice, children are battered, neglected, 

and exposed to hunger and other series of hazardous conditions.  With the increase in 

maltreatment and abuses, many engage in one form of delinquent behavior or the other. These, 

as studies reveal consist of pickpocketing, burglary, drug abuse, sodomy and prostitution 

(Kurawa, 2003).   

Hence, this study examines child abuse within the Almajiri schooling system with peculiar 

reference to school going age children in Jahun local government area of Jigawa state so as to 

understand the causes, consequences and possible solutions. This is pertinent as there is a 

dearth of literature in this regard despite numerous problems surrounding the Almajiri system 

vis-à-vis child abuse. With hope, the novel literature could help in bridging and enriching the 

knowledge gap being observed in the contemporary Islamic Hausa land.   

 

Statement of the Problem 

In Nigeria, like in most developing countries, millions of children experience child abuses more 

especially neglect and child labour (UNICEF (2008). National Bureau of Statistics (2016) 

estimated that the country had a children population of 27.5 million aged between 5 and 9. This 

is the vulnerable age bracket in which psychological development in humans often originates. 

Further years between 12 and 18 remain the interval within which individual’s personality 

becomes susceptible to maladjustment. And, human development consolidates in between 

(Siro, 2008).  

Being a Northwestern state, majority households in Jigawa state in Nigeria live below the 

poverty line of less than a US dollar per day (Human Rights Watch, 2007). This could be 

attributed to factors such as high rate of unemployment, inadequate income to parents, illiteracy 

as well as ineffective machinery to enforce child welfare policies by the authorities concerned 

(Siro, 1998; 2008; 2014). With the above identified situation, some parents continue to send 

their children for schooling within the Almajiri system. These children in rural areas such as 

Jahun local government find it difficult to survive the acute terrain of hardship (Marcoux, 1994; 

Siro, 2016; 2017).  
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However, being a distorted schooling system especially in the modern times, Almajiri system 

inherently absorbs boys at tender ages within which dangers of personality maladjustment often 

occurs (UNICEF, 2008). Instead, the whole system ends up producing undesirable results. 

Hence, the emergence of street beggars, urchins, urban gangs and terrorists who become 

unscrupulous elements at the receiving centres (Siro, 2008; 2014). To curtail the situation, the 

concerned authorities and other stakeholders need to establish joint efforts in ensuring the 

situation is overcome.  As such, this study assesses the child abuse within the Almajiri system 

vis-à-vis its effects and way forward. 

Literature Review  

Khalid (2000) described Almajiranci5 as seasonal migration of school age male children from 

especially rural to urban areas in Northern Nigeria in search of Qur’anic education. Hence, 

Almajiranci as a process in the contemporary era has degenerated to exposing the children to 

various forms of immorality and social hazards (Sharma, 2001; Kurawa, 2003).    

a. Child 

Child is considered as an individual under the age of 18 years based on the UN Conventions of 

1989. In Nigeria, a child in accordance with the Child Right's Act of 2003 is a person who has 

not attained the age of eighteen years (Children & Young Persons Law, 2003). 

 

b. Child Abuse 

World Health Organization (1999) refers to child abuse as all forms of physical and/or 

emotional ill-treatment, sexual abuse or neglect. By elaboration, it is any act of physical, 

physiological or emotional maltreatment of a child by its parents, guardians, caregivers or other 

adults that may endanger the child’s health and development (Child Welfare Information 

Gateway, 2008).  

 

c. Forms of Child Abuse 

World Health Organization (WHO, 1999) categorized child abuse into five perspectives 

namely physical abuse, emotional abuse, sexual abuse, neglect and child exploitation (child 

labor).  

i. Physical abuse  

It is the infliction of a non-accidental bodily harm on a child.  Almajiris6 suffer this kind of 

abuse from their seniors, Mallams7, and sometimes even from the community they live in. It 

involves hitting with an object, kicking, punching, slapping or pushing a person (Beitchman, 

1992; Christien, 2015).  

ii. Emotional Abuse 

This is in other words known as mental abuse or psychological maltreatment. The National 

Clearinghouse on Child Abuse and Neglect Information (2006) defines it as acts of omissions 

by the parents or caregivers that have caused, or could cause serious behavioral, cognitive, 

emotional or natural disorders. It is probably the least understood, yet the most prevalent, 

cruelest and destructive type of abuse. However, when an Almajiri child is constantly 

humiliated, shamed, terrorized or rejected, the child suffers more than being physically 

 
5 Almajiranci is the process of becoming Almajiri in Hausa Land  
6 Almajiris is a plural name of Almajiri as often used in English texts 
7 Mallams in this context refers to the Qur’anic teachers that are often being breed in the same system 
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maltreated. The resulting effect is that most Almajiris often end in depression or lack of 

concentration in their studies (Khatri, 2004). 

iii. Sexual Abuse 

Defined by Khatri (2004) sexual abuse is the use of persuasion, inducement, enticement or 

coercion of any child to engage in, or assist any other person to engage in, any sexually explicit 

conduct or stimulation of such conduct for the purpose of producing a visual depiction of such 

conduct. It is the rape, and in cases of caretaker or interfamilial relationships, statutory rape, 

molestation, prostitution, or other forms of sexual exploitation of children or incest with 

children. As a result of the secrecy that characterizes these cases; sexual abuse is the most often 

under reported form (dark figures)8 of child maltreatment.   

iv. Neglect 

This is a failure to provide basic needs of life for the child such as shelter, food and clothing. 

Inclusive are also education, medical care and other basic necessities needed for the child 

physical, intellectual and emotional development. It is a situation where the guardians or 

parents fail to perform tasks that are necessary for the wellbeing of the child (Corwin & 

Olafson, 1997). 

v. Child exploitation 

It is a systematic process of using children to work with little or no compensation and 

consideration for their health and safety. Such children rarely benefit from education. By the 

time these children reach adulthood, they are physically, emotionally, morally and 

intellectually damaged (Newton, 2001). 

d. Factors responsible for Child Abuse within the Almajiri schooling system  

Within the Almajiri system, these can be categorized into socio-economic, characteristics of 

the perpetrator, and characteristics of the child (Bilge, 2006).  

 

i. Socio-economic factor 

Family members experiencing financial difficulties can project their troubles on their 

relationship with each other. Neglect vis-à-vis abuse is therefore considered to be more 

frequent in low income families as young members are being sent for schooling within the 

Almajiri system (Bilge, 2006). Almajiris are employed to engage in heavy labor, which is 

physically and mentally unsuitable for them or are forced into participating in illegal activities, 

such as begging, theft or prostitution (Banerjee & Duflo, 2011).   

Thus, poverty is considered to be the predominant cause of child labor around the world. As 

studies revealed, children of impoverished households are most likely to engage in child labor 

in order to survive (Siddigand & Patrinos, 1995). Banerjee and Duflo (2011) opined that abject 

poverty is the strongest factor for the prevalence of child labor in most developing countries in 

Africa and Asia. In Nigeria, poverty depicts itself out as prostitution, corruption, robbery, street 

life, increased unemployment, poor living conditions, high infant mortality acute malnutrition, 

short life expectancy, and human deprivation (Elagbeleye & Olasupo, 2011). Sharma (2001) 

believed that, although other socio-economic factors might be important, poverty is the most 

pertinent in the context of developing countries like Nigeria.  

 
8 Dark figures are categories into three: Cases that are never detected, cases that are detected but not reported 
and cases that are detected, reported but never recorded. As such, both categories are never captured in 
uniform crime reporting (UCR).  
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ii. Child’s Disability 

Bilge (2006) and Kuthu (2007) considered children with mental or physical disabilities or 

chronic disease as subjects of neglect and vulnerable to abuse. Also, attitudes towards 

unwanted or illegitimate children are generally negative and these children are deprived of any 

form of social rights. Bilir (1991) and Browne (1991) further argued that female children are 

more often being neglected compared to their male counterparts. In the Almajiri schooling 

system, handicapped children often suffer more compared to their abled counterparts 

(Elagbeleye & Olasupo, 2011). 

 

e. Consequences of Child Abuse within the Almajiri schooling system  

Child abuse within the Almajiri system has significant effects on the physical, sexual, economic 

and psychological well-being of the children. Some of these effects are as follows: 

i. Physical Effect 

 Yucel (1993) maintained that, abused children suffer from physical ailments such as; soft 

tissue injuries, growth retaliation, and speech delay.  In some cases, deaths often occur. 

Children who are victims of physical abuse constantly fear their parents and can easily lie to 

avoid beating, and overly aggressive measures (Livingston, 1987; Lewis, 1992). In addition, 

impairment in cognitive skills and academic failure is frequently observed in these affected 

children (Kaplan et.al, 1999; Gokler, 2002). 

ii. Sexual Effect 

According to the National Sexual Violence Resource Center report (2015), one in four school 

age girls and one in six school age boys are sexually abused before they turn 18 years. The 

report found that, 12.3% of females and 27.8% of males were aged 10 or younger at the time 

of their first rape or victimization (Blanco & Ruiz, 2013). Sexual abuse was reported to be 

more frequent in broken families (Hedin, 2000). Sexually abused children experience higher 

rates of depression and significantly low-self-esteem. Therefore, suicide attempts and risks are 

higher (Livingston, 1987; Green, 1996; Tackett, 2002). 

iii. Emotional Effect 

Loss of memory, social withdrawal, limited friends, academic failure, and suicidal tendencies, 

as well as, interpersonal, cognitive, emotional and behavioral problems, are observed in abused 

children (Yagci, 2006). Anxiety, depression, maladjusted aggressive behavior and dependent 

personality are also observed (Mullen,1996; Kent & Waller, 1998; Savi, 1999). It was at 

different occasions reported that, emotional abuse adversely affects children’s personality 

development (Jain, 1999) Traumas resulting from emotional abuse are as harmful as those of 

physical abuse, yet their symptoms cannot be easily observed (Smith & Walters, 1987; 

Uhigtekin, 1991; Olutaye, 1994; Keili, 2000; Turk, 2007; Polat 2007; UNICEF, 2007; Eso 

(2011).  

f. Solutions to Child Abuse 

Article 19 of the Convention on the Rights of the Child ratified by almost every country, 

pertains to children’s right to protection from neglect and abuse (Gokler, 2002). For a 

physically and psychologically healthy generation, the issue of neglect and abuse should be 

tackled from a social level (Bildik, 2002; Turhan, 2006). The significance and necessity of 

coordination in making effective policies should therefore be emphasized (Mathias, 1995). 

Fight against child abuse is the responsibility of each and every member of the society. 

Particularly, health professionals, social workers, as well as psychological counseling and 

guidance experts (Olds, 1997; Bildik, 2002; Kaya, 2004; Oloko 2004; Keskin & Cam, 2005).  
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Chosen Theory 

To understand the concept of child abuse within the Almajiri system better, Social bond theory 

is considered.  

i. Social Control Theory (Travis Hirschi, 1969)  

The theory takes an assumption from Durkheim that “we are all animals, and thus naturally 

capable of committing criminal acts”. Hirschi (1969) acknowledged that most humans can be 

adequately socialized if tightly bonded to conventional entities like family, schools, 

communities and the like. Hirschi argues that the stronger a person is to the conventional 

society, the less prone he/she is to engaging in crime. The theory is made up of four elements 

that ensure a strong bond between an individual and the larger community/society. They are: 

 

Attachment  

It is the affectionate bond between an individual and his or her significant others.  Hirschi 

argues that unhealthy attachment with family, peers and community members especially in 

early life, increases the probability of acting inappropriately. Children integrated into the 

Almajiri schooling system lack the tendency of affinity to parents and significant others. This 

may cause a lot of harm in the course of their survival.  

 

Commitment 

It is explained as one's “stake in conformity”. This means that when people feel they have much 

to lose when they commit crime, they may probably decide not to commit the crime. Learning 

such conviction at individual early life is important. Abandoned children such those in Almajiri 

schooling system have a higher potentiality of nonconformity tendencies which lures them into 

any form of abuse.  

 

Involvement 

The time an individual spends in conventional activities reduces the chances for involvement 

criminal activities. Hirschi claims that taking an active role in all forms of conventional 

activities can inhibit delinquent or criminal activity. The Almajiri schooling system make an 

insignificant provision to this effect as implied here. This results in abuse tendencies to 

emanate.  

 

Belief 

Basically, people who feel that a course of action is against their moral belief are much less 

likely to do it than those who do not. In view of this, a strong moral belief deters morally sound 

people from engaging in criminality. The dogmatic belief within the Almajiri schooling system 

goes contrary to a conventional belief. This endangers the children’s life to all forms of abuse 

Methodology 

i. Population of the Study 

This comprises the adult community members who are familiar with the Almajiri schooling 

system and residing in Jahun Local Government Area at the time of the research. The whole 

population was estimated at over 229,094, mostly Hausa/Fulani according to the National 

population commission (2019 National Population Projection). Other relevant stakeholders 
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such as Nongovernmental Organizations (NGOs), police officers and community leaders 

(religious, political and traditional leaders) were also considered. 

 

ii. Sample size and Sampling Techniques 

A total of 110 respondents of both sexes were selected. One hundred and four (104) respondents 

were drawn from the public using multi stage cluster and simple random sampling techniques 

via lottery method. The remaining six (6) respondents, two (2) each of police officers, 

traditional and religious leaders were selected using purposive sampling technique. The data 

expected from the respondents concern the Almajiri schooling system and possible integrated 

child abuse. 

 

iii. Data Collection 

The data were sourced under semi natural social setting. This is where individuals reported 

either their or other people’s activities (Blaikie, 2000; 2010). Questionnaire and in-depth 

interviews were used for data collection. The choice of this type (QUAN       qual) as argued 

by Molina – Azorin et.al (2012) was necessary because, the output of the quantitative data 

guided the in-depth interviews with other stakeholders of Almajiri schooling system in the 

study area.  

iv. Data Analysis 

Out of 104 questionnaires, only ninety (90) were considered for analysis. Fourteen (14) were 

lost to non-return and distortion cases. The analysis utilized the Statistical Package for Social 

Science (SPSS version 20) via which the data were presented using frequency/percentage 

distribution. The qualitative data generated were transcribed and used to interpreting the views 

raised by the respondents to complement the quantitative data. 

v. Data Presentation 

 

Table 1: Socio-Demographic Characteristics of the Respondents  
Gender Frequency Percent (%) 

Male 80 88.9 

Female 10 11.1 

Age Frequency Percent (%) 

20-39 years 

40-59 

4 

19 

4.4 

21.1 

60 years and above 67 74.5 

Marital Status Frequency Percent (%) 

Single  

Married 

29 

60 

32.2 

66.7 

Divorced 1 1.1 

Religion Frequency Percent (%) 

Islam 87 96.7 

Christianity  2 2.2 

Traditional 1 1.1 

Educational Qualification Frequency Percent (%) 

Tertiary 54                  60.0 

Secondary 26 28.9 

Primary  10 11.1 

Total 90 100 

Source: Field work, (2019) 



Dutse International Journal of Social and Economics Research Vol. 4, No. 1 July 2020 

  

 

159 

 

Table 1 above indicates that there are more male respondents (88.9%) compared to their female 

counterparts (11.1%). It implies that, decision on Almajiri system is highly patriarchal. Also, 

majority respondents in the sample are sixty years and above (74.5%). This indicates aged 

people decide for every system to survive. Married respondents are majority in the sample 

(66.7%). Muslims dominated the study area. There were also more highly educated respondents 

(60%) in the sample. Looking at the major sample characteristics, it generally implies that 

reasonable arguments might be obtained. 

 Child Abuse within the Almajiri Schooling System 

Table 2: Public awareness of Child Abuse within the Almajiri System  
Aware on Cause of Child Abuse? Frequency Percent (%) 

Yes     68       75.6 

No     22       24.4 

Total     90       100 

Source: Field work, (2019) 

 

Confirming the assertion, majority of the respondents (75.6%) of the concerned population are 

aware of the existence of child abuse within the Almajiri system. A phenomenon that most 

people believe needs to be completely eliminated.  

Table 3: Causes of Child Abuse within the Almajiri System   
Causes of Child Abuse  Yes (%) No (%) Total (%) 

Poverty 83 (92.2) 7 (7.8) 90 (100) 

Child Vulnerability 60 (66.7) 30 (33.3) 90 (100) 

Mental Illness of a Child 47 (52.2) 43 (47.8) 90 (100) 

Low Level of Western Education 27 (30.0) 63 (70.0) 90 (100) 

Source: Field work, (2019) 

 

Obtained from Table 3 above, majority of the respondents (92.2%) were of the opinion that 

poverty is the primary factor that influences child abuse within Almajiri system. This coincides 

with an opinion of a 49year-old male traditional ruler, who revealed that: 

There exist various factors responsible for child abuse within the 

Almajiri system in our locality. Paramount among which are economic 

hardships which in most times predispose many Almajiris to various 

forms of maltreatment including hunger and starvation, beating and 

sexual molestation among others. 

 

Table 4: Forms of Child Abuse within Almajiri System  
Forms of Child Abuse  Frequency Percent (%) 

Physical abuse                     68 75.6 

Emotional abuse                       12 13.3 

Sexual abuse 6 6.7 

Child exploitation 4 4.4 

Total 90 100 

Source: Field work, (2019) 

 

From Table 4 above, majority of the respondents (75.6%) confirmed that physical abuse among 

the Almajiri system is the most common although other forms such as emotional, sexual, and 

child exploitation are being observed. In addition, during an interview with a 33-year old male 

Qur’anic Teacher (Islamic scholar), he opined that: 

The Almajiris are faced with a lot of challenges or abuses ranging from 

physical, psychological and sexual harm or maltreatment. They do 
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experience issues such as hunger and malnutrition, poor accommodation 

and lack of community support.  

 
Table 5: The Extent of Child Abuse within Almajiri System  

Extent of Child Abuse Frequency Percent (%) 

Very High 32 35.6 

High 24 26.7 

Low  20 22.2 

Very low 10 11.1 

I don’t know 4 4.4 

Total 90 100 

Source: Field work, (2019)  

Table 5 shows that the child abuse within the Almajiri system has been very high (35.6%) out 

of the five categories provided. Also, this coincides with one of the interview excerpts obtained 

during a session with a 35year old police officer. He concurred:  

There are several cases of child abuse being reported to various stations 

on almost daily basis. This can tell you a lot of malfunction in the 

system. Some underage Almajiris are being faced with problems of poor 

socialization, molestation, personality maladjustment, etc. I think it is a 

collective work of parents, community and concerned authorities if the 

whole shall be eliminated.   

 

 

Table 6: Effects of Child Abuse within the Almajiri System  
Effects of Child Abuse Frequency Percent (%) 

Physical effects 50 55.6 

Emotional effects 27                               30 

Sexual effects 13 14.4 

Total 90 100 

Source: Field Survey, 2019 

 

A number of effects were being observed within the Almajiri system. The most imperative are 

physical. Also, emotional followed by sexual effects are nevertheless observed. As a whole, 

this goes to establish that several effects exist within the system. Moreover, during an interview 

with a 41-year old male Police Officer, he revealed that: 

Child abuse within the Almajiri system is a serious phenomenon and 

thus has negative impact on the physical, emotional and sexual 

wellbeing of children. It affects their health and mental conditions. 

 

Table 7: Possible Solutions to Child Abuse within the Almajiri System  
Possible Solutions Frequency Percent (%) 

Parental supervision 41 45.5 

Government support 18 20.0 

Poverty eradication programme(s) 31 34.5 

Total 90 100 

Source: Field work, (2019) 

 

In Table 7, possible solutions to child abuse within the Almajiri system were considered. The 

overwhelming opinion indicates that parental supervision is the most critical in curtailing child 

abuse. However, poverty eradication programs and government support are equally important. 

This entails that both suggestions must be integrated if child abuse within the Almajiri system 

is to be eliminated. The above presents the respondents view on the possible solutions to child 
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abuse within the Almajiri system. Augmenting the point during an interview, a 62-year old 

male traditional leader highlighted: 

Child abuse within the Almajiri system can be addressed through 

collaborative efforts of the general public. Parents, religious and 

community leaders as well as the concerned authorities need to join 

hands in order to achieve success in the course of fighting the menace. 

should keep in watch with the activities of their wards; religious leaders 

need to continue enlightening the public on the danger and effects of 

child abuse more especially among the Almajiri system so as to shun all 

forms of abuses. 

 

Discussion of Major Findings 

This deals with the pertinent results of the study of child abuse conducted vis-à-vis causes, 

forms, effects and consequences. As highlighted, Almajiri system has been inherent in the 

inculcation of Islamic education in Hausa land. Overtime, the developed characteristics of the 

system were tampered with which called for a lot of adjustments and integration to modernity.  

 

i. Causes of Child Abuse 

As obtained from the findings, poverty within the child’s family remained an outstanding factor 

that influences child abuse within the Almajiri schooling system although other factors such as 

literacy level of the child are also important.  However, the lower aged Almajiris usually 

between the ages of 5 and 15 are potentially at risks. Complementing the results, Siddigand 

and Patrinos (1995) argued that children of impoverished households are most likely to engage 

in child labor in order to survive. Sharma (2001) added that poverty is the most pertinent vis-

à-vis child abuse in the context of developing countries like Nigeria.  Banerjee and Duflo 

(2011) maintained that low income families, encourage, and enroll their children into the 

Almajiri schooling system at younger ages which results to child abuse due to dynamic 

economic forces in the receiving centres Elagbeleye and Olasupo (2011) highlighted that, in 

Nigeria, poverty is the main cause of prostitution, corruption, robbery, street life, poor living 

conditions, high infant mortality, acute malnutrition, short life expectancy, and human 

deprivation. Bilge (2006) emphasized that, family members experiencing financial difficulties 

project their troubles on the relationships with each other. Hence children from families that 

suffer from poverty may experience child abuse via neglect and other forms of exploitation. 

This is further supported by the fact that a significant number of households in the study area 

live below poverty line. Hence, many children become Almajiris due to various socio-

economic hardships. Thus, they are vulnerable to abuse.  

 

ii. Effects of Child Abuse within the Almajiri Schooling System 

The findings from the data indicated that physical, emotional and sexual effects were found 

relevant although the former remained the most observed. In line with this, Yucel (1993) 

maintained that, abused children suffer from physical ailments. Livingston (1987) and (Lewis, 

1992) concur that, fear is common among abused children and deaths often occur. Kaplan et.al, 

(1999) and Gokler (2002) added that, impairment in cognitive skills and academic failure is 

frequently observed in these children. This coincides with the findings of National Sexual 

Violence Resource Center report (2015) where one in four girls and one in six boys are sexually 

abused before they turn 18 years.  
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Meanwhile, Hedin (2000) and Blanco and Ruiz (2013) added that sexual abuse was more 

frequent in broken families. Green (1996) and Tackett (2002) argued that, sexually abused 

children experience higher rates of depression and low-self-esteem. Emotionally, Yagci (2006) 

found that loss of memory, social withdrawal, limited friends, academic failure, and suicidal 

tendencies, as well as, interpersonal, cognitive, emotional and behavioral problems, are 

observed in abused children. Mullen (1996) Kent and Waller (1998) and Savi (1999) added 

that anxiety, depression, maladjusted aggressive behavior and dependent personality are also 

observed.  Smith and Walters (1987), Uhigtekin (1991), Olutaye (1994), Jain (1999), Keili 

(2000), Turk (2007), Polat (2007), UNICEF (2007), and Eso (2011) argued that.  Adverse 

effects in abused children are harmful symptoms being observed. Thus, suicide attempts and 

risks are higher in these children. 

iii. Solutions to Child Abuse 

Findings from the current data indicated that parental care, poverty eradication program and 

other governmental supports are a major stride to solving child abuse problem within the 

Almajiri system. This is in disharmony with what Oloko (2004) found that society, families 

and teachers should be informed about child discipline and abuse which may help in effective 

treatment of children. Gokler (2002) argued that prevention of child abuse is the duty of every 

country especially health professionals, social workers, psychological counseling and guidance 

experts as ratified by Article 19 of the Convention on the Rights of the Child. Bildik (2002) 

and Turhan (2006) added that for a physically and psychologically healthy generation, the issue 

of child abuse should be tackled from a social level. Meanwhile, Mathias (1995), Olds (1997), 

Kaya (2004), and Keskin and Cam (2005) maintained that effective policies should be 

emphasized in alleviation of child abuse 

 

 

Conclusion 

It has now been established that Almajiri schooling system is an established system of Islamic 

education in Hausa land. And within it, child abuse exists. The study argued that there should 

be a regularization of the whole to maintain balance. The findings of the research indicated that 

child abuse is caused by several factors with poverty as the most influential. Observed effects 

comprises of both physical, emotional and sexual. Therefore, Almajiri schooling system, 

although dominant and beneficial to Islamic scholarship has been child abuse centered. Thus, 

there is need for the integration of the idea of Hirchi’s Social Bond Theory of (1969) where 

children are expected to be trained toward being attached to moral values, involved and 

committed to rational activities with a strong sense of belief. Hence, there should be improved 

programs of poverty alleviation among the rural poor and massive government support vis-à-

vis rising rate of literacy, public enlightenment and general societal welfare. These if combined 

would help in eradicating the menace of child abuse within the Almajiri schooling system in a 

modern setting.  
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Abstract: There is growing realisation that corruption constitutes the biggest challenge to the 

corporate existence of the country, successive Nigerian governments have put extensive efforts 

aimed at addressing the root causes and combating the various manifestations of corruption. 

Some of these efforts were aimed at arresting the attitudinal basis of corruption and unethical 

behaviours. The focus, therefore, has been on reactivating social and cultural values that 

positively shape human actions. The emphasis on values and cultural norms is informed by the 

consensus among the people that values and cultures strongly influence human behaviour. This 

paper seeks to contribute to the discussion on the role of values in the fight against corruption. 

The central argument of the paper is that, although previous efforts to achieve value 

reorientation, instil discipline and promote ethical conduct among Nigerians have not yielded 

desired results, a successful fight against corruption is impossible without a strategic and 

sustained utilisation of social values that promote ethical behaviour. The paper draws from the 

assumptions and postulations of the Value-Belief-Norm theory to make a case for an evidence-

based strategic thinking on how to successfully develop good values, sustain those values and 

use them to address the problem of corruption, lack of discipline and integrity in our public 

and private lives. 

 

Keywords: Corruption, Cultural norms, Value-Belief-Norm, Value re-orientation 

 

Introduction 

Corruption has been identified as one of the biggest challenges undermining the development 

of many countries in the world. The pervasiveness of corruption in the contemporary world is 

such that no particular nation is free from its negative effects (Transparency International, 

2015). Corruption is a very complex phenomenon which manifests in many different ways. Its 

complexity is such that when entrenched, it permeates the social, economic and political 

structures of the society while also not sparing individuals’ attitudinal and behavioural 

dispositions. Its negative impacts are usually severe, widespread and protracted. Corruption 

penetrates and affects the proper functioning of all institutions and structures of the society. It 

also distorts the national cultural values that influence individual’s perception of ethical 

behaviour (Seleim & Bontis, 2009). Because it affects all the systems of the society, corruption 

is difficult to fight and end. Although corruption is a global problem, its negative effects are 

being felt more by people living in the developing countries of the world (World Bank, 1997). 

 

Nigeria, like many developing countries in the world, has been grappling with the problem of 

government corruption since independence. Even though the country is endowed with vast 

amounts of human and natural resources, all the three tiers of government in the country 

(Federal, State and Local) are struggling to carry out many of their core tasks, such as providing 

security and combating crime, enforcing the rule of law, and providing a minimum level of 
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basic services (such as education, healthcare, roads, water, sanitation etc) for their population. 

There is a consensus among experts that the failure of governments in developing countries to 

discharge their primary responsibilities to citizens is largely due to widespread 

misappropriation and mismanagement of public funds as well as bribery and other unethical 

practices among public officials, private businesses and individuals (Indrawati, 2016; Nwogu 

& Ijirshar, 2016; Pillay, 2004). Consequently, the country is now suffering from a myriad of 

maladies such as insecurity, extreme poverty, high levels of illiteracy and economic inequality, 

among numerous other human development challenges (Alemika, 2012). These maladies have 

made Nigeria a fragile state and continue to endanger its existence as a political entity 

(Mohammed, 2013). 

 

With the growing realisation that corruption constitutes the biggest challenge to the corporate 

existence of the country, successive Nigerian governments have put extensive efforts aimed at 

addressing the root causes and combating the various manifestations of corruption. Some of 

these efforts were aimed at arresting the attitudinal basis of corruption and unethical 

behaviours. The focus, therefore, has been on reactivating social and cultural values that 

positively shape human actions. The emphasis on values and cultural norms is informed by the 

consensus among the people that values and cultures strongly influence human behaviour 

(Hofstede, 2001).  

 

This paper seeks to contribute to the discussion on the role of values in the fight against 

corruption. The central argument of the paper is that, although previous efforts to achieve value 

reorientation, instil discipline and promote ethical conduct among Nigerians have not yielded 

desired results (Civil Society Legislative Advocacy Center, 2019), a successful fight against 

corruption is impossible without a strategic and sustained utilisation of social values that 

promote ethical behaviour. The paper calls for a more strategic thinking on how to successfully 

develop good values, sustain those values and use them to address the problem of corruption, 

lack of discipline and integrity in our public and private lives. The next section of the paper 

briefly highlights the multiple impacts of corruption while the sections that follow examine the 

role of values in shaping human action and explore the prospects and challenges of value 

orientation in the fight against corruption in Nigeria. The paper concludes with a brief 

recommendation for a value-based approach to fighting corruption. 

 

The multiple impacts of corruption 

Corruption is a global social problem. It is defined as “the abuse of entrusted power, trust or 

public office for private gain” (Connor & Fischer, 2012; Transparency International, 2015). It 

is said to be one of major challenges undermining the survival and development of many 

countries, including Nigeria. It affects the functioning of human societies in diverse ways. 

When it becomes endemic, as we have in Nigeria, it can lead to anarchy (disorder, lawlessness, 

chaos) characterised by killings, bloodshed and destruction. It also contributes to health 

problems and economic crisis. The anti-corruption watchdog, Transparency International, has 

categorised the destructive effects/costs of corruption into four broad areas: political, 

economic, social and environmental (Transparency International, 2018). 

 

The political ramification of corruption, according to Transparency International can be seen 

in terms of the destruction of democratic systems and processes and the rule of law. It is a 

major obstacle to free and fair elections. It is also the biggest obstacle to the rule of law. As we 

have seen in Nigeria, corruption undermines the legitimacy of democratic institutions including 

those responsible for the administration of justice and security. Corruption makes it difficult 
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for the people to hold political leaders accountable and when leadership lacks accountability, 

distrust and rebellion often result.  

 

The economic costs of corruption are enormous. Major among them is the looting and depletion 

of national wealth. Financial resources which are meant to provide quality education for our 

children, hospitals and medicines for the sick, water for the people, employment for the youth 

and security for all are syphoned into private pockets of public officials and their cronies. The 

implications of lack of good schools, hospitals, basic services such as security and water, and 

human development are extreme poverty, economic stagnation and underdevelopment. In some 

cases, political leaders allocate scarce resources of their states to useless projects so as to enrich 

themselves while neglecting pressing issues like healthcare, education, water supply, security 

etc. (Civil Society Legislative Advocacy Center, 2019; Transparency International, 2018). 

 

In the social realm, corruption is a cancer that destroys the social fabric of nation-states. In 

addition to undermining people’s trust in the political leadership, institutions and the 

democratic system, corruption contributes to disunity and division along the major fault lines 

of ethnicity, religion and region (Alemika, 2004, 2012). For instance, many experts believe that 

corruption in Nigeria is a major driver of ethno-religious crises in different parts of the country 

(Canci & Odukoya, 2016). The high level of corruption in Nigeria is also believed to be 

responsible for our failure to combat violent crimes like kidnapping, rural banditry, cattle 

rustling, political thuggery, violent cultism etc. Due partly to the ominous effects of corruption, 

Nigeria is considered to be one of the most unstable countries in Africa (United Nations Human 

Rights Office, 2019).  

 

The Transparency International has identified environmental degradation as another major 

consequence of corruption. Corruption affects the enforcement of environmental laws and 

regulations, leading to massive and unsustainable exploitation of precious resources and the 

ravaging of the natural environment (Transparency International, 2018). For instance, the 

Nigeria Niger Delta is said to be the most polluted place on earth (Walsh, 2013), and some of 

the most polluted cities in the world are in Nigeria (Cunningham, 2012). Corruption-driven 

environmental destruction is responsible for resource conflicts and insurrections such as the 

Niger Delta militancy which nearly crippled the nation’s economy between 2006 and 2009. 

 

It is clear from the preceding review that most of the economic, political, social and 

environmental problems and challenges in Nigeria are directly or indirectly linked to the 

menace of corruption. Which is why successive governments in the country have made 

concerted efforts to fight corruption in all its forms and manifestations. Some of the major 

efforts and initiatives successive governments in Nigeria put in place to combat corruption have 

focused on tackling its attitudinal basis – that is encouraging and promoting societal values that 

are inimical to corruption and unethical behaviour.  

 

Values and human Action/Interaction 

Social values are cultural standards that dictate what is desirable and undesirable, what right 

and what is wrong in a society. Social values provide meaning and legitimacy to individual 

social action and social arrangements. Social values adopted by members of a society constitute 

a ‘moral compass’, that is a framework for deciding what is good for one’s self, for others and 

for the society in which one lives. Schwartz (1992:4, 1994:20) identified five key features of 

the conceptual definition of values:  

A value is a (1) belief (2) pertaining to desirable end states or modes of conduct, 

that (3) transcends specific situations, (4) guides selection or evaluation of 
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behaviour, people, and events, and (5) is ordered by importance relative to other 

values to form a system of value priorities. 

 

According to Schwartz, these formal features distinguish values from such related concepts as 

needs and attitudes. For many decades, scholars have made several attempts to identify 

different sets of values that are recognized in various human groups and used to form priorities 

that guide human conduct. Attempts have also been made to examine the structure of 

relationships among different types of values - what values are compatible or are likely to come 

into conflict with one another (Schwartz, 1994:20). 

Social psychologists also agree that values are desirable goals that vary in importance and serve 

as guiding principles in the life of a person or a social entity (community, social group, society). 

As Schwartz (1994:21) opined that values are goals that:  

❖ serve the interests of some social entity; 

❖ motivate action-giving it direction and emotional intensity; 

❖ function as standards for judging and justifying action, and; 

❖ are acquired both through socialization to dominant group values and through 

the unique learning experiences of individuals. 

 

Evidence from different cross-cultural and cross-national studies has revealed that value 

priorities of individuals are affected by their (individuals’) social experiences. That is to say, 

the common experiences people have by virtue of the their “shared location in the social 

structure” (education, age, gender, occupation etc.) influence their value priorities. Similarly, 

the unique personal experiences of individuals (trauma, parental upbringing, religious 

socialisation etc.) also affect value priorities. Lastly, value priorities of individuals influence 

their behavioural orientations and choices. In other words, human attitudes, ideologies and 

actions in social domains (political, occupational, religious, economic etc) are shaped by their 

value priorities (Schwartz, 1992, 1994; Stern et al., 1999; Stern, 2000). 

 

From the sociological and social psychological standpoints, values are conscious goals which 

emanate as responses to three universal existential requirements of individuals and societies: 

biological needs of humans as living organisms, the need for coordinated social interaction, 

and the requirements for order or smooth functioning and survival of groups (Schwartz, 1994). 

This implies that, human individuals and all social entities require values for their survival, 

continuity, and smooth functioning. 

 

From these universal requirements of individuals and societies, scholars have identified several 

distinct types and categories of motivational values as well as their sources. For example, 

Schwartz (1992;1994) categorised values into ten distinct sets namely, power, achievement, 

hedonism, stimulation, self-direction, universalism, benevolence, tradition, conformity, and 

security. Each of these ten categories elicits some specific types of values and directs the 

individual towards certain goals and actions. For instance, self-direction values motivate 

humans toward independent thought and action, while universalism values lead them towards 

understanding, appreciation, tolerance, and protection for the welfare of all people. On the other 

hand, conformity values work to restrain actions, inclinations, and impulses likely to upset or 

harm others and violate social expectations or norms (Schwartz, 1994:22). 

As indicated above, some values emanate from individuals’ existential biological traits, while 

others are learned through social interaction. Sources of socially transmitted values include 

family, religion, education etc. It is noteworthy that conflicts and compatibilities are likely to 

arise when people pursue these different types of values simultaneously. For instance, as 

Schwartz (1994) argued, the pursuit of achievement (self-direction) values may conflict with 
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the pursuit of benevolence values. That is, an individual seeking personal success for 

themselves is likely to impede actions aimed at ensuring the welfare of others or the society. 

On the other hand, the pursuit of conformity and benevolence values is compatible, as both 

values direct behaviour towards what is approved by the individual’s social group. The above 

brief description of values and their role in guiding human ideologies, attitudes and actions has 

provided us with a quick snapshot on values. The next section will attempt to relate values and 

the social behaviour of corruption and also make a case for value orientation as an important 

step in the fight against corruption. 

 

The Value-Belief-Norm Theory 

During the past decades, social psychologists and other social scientists have devoted much 

time to exploring the causal links between human attitudes and human behaviour/actions. 

These attempts were more prominent in the area of environment-society interaction, 

criminology, religion in society etc. Some of the most influential theories and models that 

emerged from their decades of research treat human behaviour as emanating from either human 

values (Poortinga, Steg, & Vlek, 2004; Schultz et al., 2000; Schultz, 2005; Stern, Dietz, & 

Kalof, 1993; Stern, 2000) or as an outcome of human worldview (Dunlap et al., 2000; Dunlap 

& Van Liere, 2008; Van Liere & Dunlap, 1980) or explain behaviour in terms of the personal 

norms of the actor and their underlying motives (Schultz & Zelenzy, 1999; Schultz et al., 2000; 

Schwartz, 1977; Wiidegren, 1998).  

 

Many of the studies that examined the influence of religious beliefs and worldviews on 

people’s attitudes and behaviour were based on the social-psychological perspectives that see 

values and attitudes as important predictors of behaviour. Results from the majority of studies 

on religious/cultural values and human behaviour have found varying degrees of support for 

each of these theoretical viewpoints. In the area of environmental studies, for instance, majority 

of studies have found support for the value-based theories of behaviour which see human action 

as closely influenced by general social values of the individual and social. Perhaps the most 

widely used model that brings together theoretical assumptions of the value-based theories, the 

worldview theories and other attitudinal perspectives is the Value-Belief-Norm (VBN) Theory 

(Stern et al. 1999; Stern, 2000). Originally developed to explain environmentally- responsible 

behaviour, the VBN theory links value theory, norm-activation theory through a causal chain 

of five variables leading to behaviour: personal values (especially altruistic values), awareness 

of consequences (AC) and awareness of responsibility (AR) beliefs (Stern, 2000). 

 

In a nutshell, the theory is based on a number of assumptions about the causal factors in 

responsible behaviour. The assumptions can be summarised as follows:  

❖ Individual personal norms predispose them to take actions with altruistic (as opposed 

to selfish) intent. 

❖ Responsible actions are taken when individual's personal norms are activated by beliefs 

that consequences of unlawful actions threaten things the individual values (AC- 

awareness of consequences), as well as beliefs that individuals can act to mitigate the 

threat (AR- awareness of responsibility). 

❖ Responsible action is not only determined by "behaviour-specific personal norms, but 

also social psychological factors - such as perceived personal costs and benefits of 

action, beliefs about the efficacy of particular actions" (Stern, 2000:413). 

 

The VBN theory emphasises the importance of values in responsible behaviour, stresses the 

role of norm-activation about the adverse effects of negative behaviour. Accordingly, a positive 

behaviour is understood to result from the activation of personal norms by beliefs about the 
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adverse effects negative actions (bribe taking) on the things and people that human individuals’ 

value. Benevolent and unselfish action can be understood as an outcome of activation of norms 

that value those societal wellbeing and common welfare which are threatened by corruption. 

Similarly, activist actions such as campaigns against corruption, could be explained as 

emanating from activation of altruistic norms in individuals who care about the wellbeing of 

others who are perceived to be threatened by the negative impacts of corruption. Each of these 

forms of belief is further mediated by beliefs about the ability of individual actions to alleviate 

the threats posed by corruption to the objects or people individuals’ value. 

 

The VBN theory also presumes that a range of social psychological factors affect the 

individual's personal norms and their predisposition to positive behaviour. Stern (2000) 

specifically highlights the factors as: the information that shapes beliefs, perceived personal 

costs and benefits of actions, and beliefs about the efficacy of individuals actions as playing an 

important role in influencing norms and positive action. This emphasis on the effects of social 

psychological and situational factors makes the theory sensitive to the interpretative processes 

that shape both how behaviour is formed and how social problems and issues are socially 

constructed.  

 

Over the years, many empirical studies on environmental behaviour have reported strong 

support for the theory (Oreg, 2006; Schultz & Zelenzy, 1999; Schultz et al., 2000; Stern et al., 

1999). The strengths of the theory in accounting for a range of positive behaviour lies in its 

ability to propose a broad model that accounts for the links between values, attitudes and 

behaviour. This paper, I try to make a case for the use of some basic elements of the VBN 

theory in efforts to use value-reorientation as a mechanism in the fight against corruption in 

Nigeria. 

 

Value Reorientation in the Fight Against Corruption  

Having described values as guiding principles of human life, what then is the relationship 

between values and corruption as a human behaviour? Several studies in different countries 

around the world (Connor & Fischer, 2012; Hofstede, 2001; Seleim & Bontis, 2009) have 

found that humans societies and individuals, to varying degrees, rely on values and norms to 

respond to events and situations in their daily lives (Seleim & Bontis, 2009). The degree to 

which members of a society depend on cultural norms and values that discourage deviations 

and unethical behaviours determines the levels of corruption. In other words, values can help 

control acts of individuals in ways that decrease the degree of corruption in a society. As 

Connor and Fischer (2012) observed, in a society that has a high level of adherence to social 

values, people tend to be less corrupt and more concerned about following rules and 

procedures. 

 

Cultural traditions and religion are important sources of values and ethical principles. Many 

experts believe that in devoutly religious societies, religious values can serve as important 

antidotes to corrupt practices. For instance, the former chief executive of the Transparency 

International, Nussbaum, observed that: 

In the case of values-based decisions like whether or not to bribe or accept a 

bribe, values and ethics can form a sort of threshold, established under what 

emotional and external circumstances—if any—you may say yes. Your 

social environment, the level of trust you have in those around you, how you 

see this affecting people you care about, will also come into play; but your 

values will be a fundamental guide in making these decisions (Nussbaum, 

2006:13). 
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Nussbaum also cited the conclusion of a study on the links between religious values and ethical 

orientation that prevents corruption in the United States as follows:  

A belief in hell tends to mean less corruption. and less corruption tends to 

mean a higher per capita income...Combining these two stories...suggests 

that, all else being equal, the more religious a country is, the less corruption 

it will have and the higher its per capita income will be’ (cited in Nussbaum, 

2006: 14). 

 

In Nussbaum’s view, since current approaches to fighting corruption have failed to yield 

desired results, it is crucial to focus attention on why individuals choose to be corrupt and how 

those predisposing factors to corruption can be mitigated. 

While research evidence from across the world has shown that values are important 

determinants of behaviour, the evidence on the impacts of religious values on ethical behaviour 

of people who consider religion as playing a vital role in their lives is mixed. Since most 

religions emphasise values such as honesty, fairness and integrity, it is commonly assumed that 

religiously committed individuals would adhere to those values and in the process, refrain from 

corrupt acts that entail dishonesty, illegality, cheating and mistreatment of others. On the other 

hand, those who are not committed to those values, are more likely to engage in corrupt 

behaviours. 

 

These assumptions, however, have gone contrary to the fact that many of the most corrupt 

countries in the world are those considered to be profoundly religious (Lipset & Lenz, 2000; 

Uslaner, 2004). This is particularly true in the case of Nigeria. The high level of religiosity in 

Nigeria does not seem to translate into lower levels of dishonesty and corruption. 

The following questions, therefore, beg for answers: to what extent do social values (including 

religiously rooted values) engender ethical actions? How can value reorientation be used to 

promote honesty and integrity and discourage dishonesty and corruption among Nigerians? 

 

Social scientists have developed different theories to help address these important questions. 

This paper will use the VBN theory to show how a value-based approach to fighting corruption 

in Nigeria can be developed. As stated above, the VBN theory holds that ethical actions occur 

in response to personal values/moral norms about such as actions. These values are activated 

in individuals who believe that opposite actions pose threats to the community/society 

(awareness of consequence) and that ethical actions could avert the consequences (awareness 

of responsibility). Applied to the issue of corruption, it can be argued that ethical actions like 

honesty, transparency, integrity result from personal and social values of the individual. An 

individual who believes in the value of honesty, for instance, would act in accordance with that 

value when the value is activated by the realisation that the opposite of honesty (dishonesty) 

poses a threat to others or to the community/society and the awareness that we, as individuals, 

can avert such negative consequences by behaving responsibly.  

 

From this theoretical viewpoint, we can discern that our personal and social values such as 

those that support honesty, uprightness, personal integrity can help make people refrain from 

corruption if they are made to understand that opposite behaviours pose a threat to the country 

and people and that individual ethical action could help avert the negative consequences of 

corruption in the country. On the relevance of values to fighting corruption, it is plausible to 

opine that the fight against corruption in this country will be more effective if efforts are geared 

towards not only espousing and preaching values and ethical principles but also activating those 

values and principles. Values that abhor corrupt behaviour can be activated by making people 
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realise that individual unethical actions pose a threat to other members of the society and that 

ethical behaviour can help forestall those negative consequences of corruption. Different 

strategies and mediums can be used activate values in the fight against corruption by promoting 

people’s awareness of the undesirable consequences of corruption as well as their responsibility 

as individuals to curb it. Some of the most effective avenues are educational institutions, the 

mass media and faith communities. 

 

Conclusion  

In the preceding discussion, the researcher has shown that corruption is a complex problem 

which remains the biggest challenge to the social, political and economic development of this 

country. It has also been revealed that corruption is a human behaviour which can be confronted 

through a sustained campaign that not only promotes societal values that are inimical to 

unethical conduct and actions, but also through strategic actions that are geared towards 

activating values and norms. Activating personal and social values to fight corrupt practices 

would require making efforts to improve people’s awareness of the negative consequences of 

corruption on them, as individuals, and on the larger society. It would also require enhancing 

the awareness of the responsibility, individuals have as members of the society to engage in 

both private and public sphere behaviours that will curb the various acts of corruption and 

dishonesty. 
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Abstract: Election constitutes the epitome that defines the legitimacy of any democratic 

government. The process of its conduct most especially among the developing countries has 

characteristically been marred by violence. In Nigeria, it has become a common feature of 

virtually all the elections conducted since independence. As a result, many lives were lost and 

properties damaged to the extent that it has placed Nigeria, in the face of international 

community, to be a country struggling to have a violent free election. It is against this 

background that this paper examined the political process leading to the 2019 General 

elections in Kano. It determined the extent to which it was violent, and the reasons that made 

it so. The paper used survey research techniques such as specialized interview and observation 

method. It consulted secondary sources such as articles, Books, Journals, among others, that 

are relevant to the subject matter of this paper.  

 

Keywords: Democracy, Election, Peaceful Co-Existence, and State 

 

Introduction 

Election constitutes the epitome that defines the legitimacy of any democratic government 

because it provides the medium upon which political leaders are chosen and conferred with the 

legitimacy to steer the affairs of people within a defined period. Its conduct constitute one of 

the most important activities in any democratic formation. Globally, election constitutes the 

major yardstick used in assessing whether a country’s democracy is developing or not. The 

process of its conduct most especially among the developing countries has characteristically 

been marred by violence. It has been proven by a wide range of scholars that for election to be 

recognized and tagged as credible, such election must be generally peaceful. This means that 

the extent to which an election is peaceful or not determines its credibility or otherwise.  

 

In Africa, the conduct of election has been a daunting task largely because of the interests 

involved coupled with the fact that politics is been merely perceived as a business enterprise 

where one can have control over public resources and may use it for his or her own personal 

enrichment. Hence, the reason why politics is been tagged as a deity game. In Nigeria, violence 

has been a common feature of virtually all the elections conducted since independence. As a 

result, many lives were lost and properties damaged to the extent that it has placed Nigeria, in 

the face of international community, to be a country struggling to have a violent free election. 
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In fact, historically, as Mahmoud (2018:1) observed, elections in Nigeria have been marred by 

violence, rigging, fraud, political intrigues and negative use of money. The aforementioned 

factors have had an overbearing and overwhelming influence in the organization, conduct and 

management of elections in Nigeria. The elections conducted since the return to democracy in 

1999 have generally embarrassed the nation in the eyes of the world, particularly the 2003 and 

the 2007 General Elections.  

 

It is in view of the above that this paper examined the road to 2019 General elections in Kano 

State. It also determined the extent to which the political process was peaceful or not. To do 

that, and for the purpose of clarity, next section of this paper tried to conceptualize certain key 

terms that are relevant to the subject matter of this paper. 

 

Conceptual Clarifications 

In order for the paper to have a clear focus conceptually, the following key terms are explained 

as follows: 

❖ Democracy: According to Zango and Ali (2018: 111), it is any form of government 

in which the sovereign power resides in the people as a whole and is exercised either 

directly by them or their representatives. This means that, Democracy is a 

representative government in which people decide who should govern them within 

a defined period. Therefore, this paper views democracy as a system of governance 

that allows people in a society to elect their leaders for a specific period of mandate. 

❖ Election: It is defined as a formal act of collective decision that occurs in a stream 

of connected antecedents and subsequent behavior. It involves the participation of 

people in the act of electing their leaders and their own participation in governance 

(Maaji and Yankuzo, 2018: 78). This implies that election entails participation of 

the people in the act of electing those that would run the affairs of the state. 

❖ Peaceful Co-Existence: Peaceful co-existence is a term derived from Peace; which 

is a state of harmony characterized by lack of violent conflict, commonly 

understood as the absence of hostility. Peace also suggests the existence of healthy 

or newly healed interpersonal or international relationships, prosperity in matters of 

social or economic welfare, the establishment of equality and a working political 

order that serves the true interest of all. In international relations, peace is not the 

absence of war or conflict, but also the presence of cultural and economic 

understanding. 

 

Having conceptualized the above concepts, and in order to have further guide, the next section 

theorized the relationship between election and democracy, and how election is supposed to be 

conducted under a democracy 

. 

Theorizing on the Conduct of Election in a Democracy 

In social science, there are propositions and counter propositions on what constitute concepts 

and social phenomenon. Election and democracy also suffer from the same trend. Scholars are 

of the view that, of all forms of governance humanity has ever produced, democracy is the best 

largely because it gives people the chance to elect their leaders. Hence the assertion that no 

democratic formation can do without election. In fact, as Mahmoud (2018: 1) observed, the 

quality of democracy, to a large extent, depends on the credibility and the acceptability of 

elections by people. Thus, a democratic government is a form of governance that enables the 

electorate to determine who should rule, and also provides adequate institutional mechanisms 
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through which peoples’ demands for responsiveness and accountability can be articulated and 

in practice accommodated.  

 

Elections in a democracy are competitive. Opposition parties and candidates are supposed to 

enjoy the freedom of speech, assembly, and movement necessary to voice their criticisms of 

the government openly and to bring alternative policies and candidates to the voters. The 

purpose of elections in a democracy, first and foremost, is to clarify which party or parties will 

govern the country for a certain period, in other words, is to determine which party will 

establish the government and or which party will be in the opposition. There are 

three basic types of election -- primary, general and local. In addition, "special elections" can 

be called which are limited to one specific purpose, e.g., filling a vacancy. For any election to 

be free, fair and credible, that election must be transparent at each step of the electoral process 

in such a way that it is open to scrutiny by stakeholders such as the voters, political parties, 

observers, among others. It must also have integrity, privacy, affordability, accessibility, as 

well as the security required to safeguard live and properties. 

 

To sum it all, democracy provides for election and election legitimizes democratic governance. 

For election to be free, fair and credible, it must be under a peaceful atmosphere. The next 

section is an attempt to provide a picture of what happened in the process leading to the 2019 

general elections in Kano State so that we can see the extent to which it was peaceful or not. 

 

The Road to 2019 General Elections in Kano State 

The year 2019 is a year that’s considered to be the most important in the democratic life of 

Nigerian state largely because it is a year which represents the first time since the historic, 

peaceful, democratic transition of power to the opposition in 2015. It is also a year which the 

world looked up to Nigeria to build on the successes recorded in the 2015 general elections 

conducted by the Professor Attahiru Jega’s led Independent National Electoral Commission 

(INEC), the elections that was arguably adjudged to be the most credible and fairest in the 

political history of the Nigerian state. 

 

For proper understanding of the dynamics of events that shape the electoral process in 2019, it 

is important to understand that the process leading to the 2019 general elections in general, was 

a process characterized by series of activities ranging from continues voter registration 

exercise, registration of additional political parties, voter education, parties’ primary elections, 

and political campaigns, as well as accreditation of domestic and international observers. As 

an observer, and arising from the interviews conducted, the way and manner upon which 

continues voter registration exercise was handled by the election management body, created an 

atmosphere that became heightened across the country. There was public outcry concerning 

the inadequacy of the data capturing machine coupled with the fact that most of them 

malfunctioned. Even though, in Kano, the exercise saw the deployment of more data capturing 

machines at each of the local government offices of INEC across the state, eligible voters had 

to be subjected to untold hardship, and many of them who cannot endure withdrew from the 

process. Though, the exercise was adjudge by observers to be generally peaceful. 

 

On voter education, the process in the state saw stakeholders such as political parties, civil 

society organizations (CSOs) and Faith Based Organizations (FBOs), among others, 

conducting series of voter education mainly to educate people on their civic responsibilities as 

citizens and enjoined them to refrain from any act that has the tendency to undermine the 

electoral process. As such, in Kano State, stakeholders particularly the CSOs actively engaged 

officials of INEC, security personnel, religious leaders and politicians to ensure synergy of 
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efforts through series of dialogue sessions. Such CSOs include Civil Society Legislative 

Advocacy Center (CISLAC), Center for Information Technology and Development (CITAD), 

Center for Research and Documentation (CRD), Center for Human Rights and Social 

Advancement (CEFSAN), African Center for Innovative Research and Development (AFRI-

CIRD), Organization for Community Civic Engagement (OCCEN), among others. Despite 

these kind of efforts from the CSOs in the state, the politicians simply resorted to taking 

advantage of the readymade army of unemployed young people by way of recruiting them as 

their political bandits, and that led to the resurgence of youth banditry locally referred to as 

“Dabanci” in the partisan political process. One of the respondent interviewed asserted further 

that: 

“Because the ruling party, the APC, realized that it has lost public 

confidence coupled with the fact that the opposition political parties 

particularly the PDP, was gradually winning the confidence of people 

especially the youth, they opted for banditry politicking as a way out. 

Hence, they used Yan Daba [bandits] to create mayhem and rigged the 

outcome of the election.” Interview (May: 2019) 

 

Moreover, the conduct of primary elections by political parties in the state was even more 

worrisome because it generated a lot of dismay on the behavior and conducts of political parties 

as against the provisions of the electoral Act. The two dominant and antagonistically related 

political parties in state, namely; the All Progressive Congress (APC) and the People’s 

Democratic Party (PDP), have each conducted their own version of primary elections the way 

their respective leaders so wishes, the aftermath of which saw serious court litigations which 

impacted negatively on them. Of worrisome also, was the way the ruling APC in the state 

conducted what it called direct primary election. This is because such election, as an observer, 

can only describe as a daylight robbery, and the consequential effect is that it set its own 

members against themselves, and that has succeeded in heating up the polity to the extent that 

there were series of violent attacks among same party members which led to the loss of lives 

and properties. In fact, one of the interviewee narrated as follows: 

what we saw in the so called primary election conducted by the APC 

was purely a child’s play and must not have room in any decent society. 

It was not only a daylight robbery, it was also an assault on our 

democratic credentials as a state known to be very vibrant and 

independent in deciding who should govern it. Interview (May: 2018) 

 

In the same vein, when the ban on political party campaign was lifted, Kano state became 

lawless with the ruling party, the APC, openly championing banditry politicking. As a result, 

the opposition party in the state, the PDP, resorted also to recruiting its own political bandits. 

As a result, in virtually every political gathering of the ruling APC in particular, lives were lost 

and properties destroyed. One of the respondents while agreeing with the preceding assertion, 

lamented as follows: 

The current APC led government in Kano state after benefiting from 

violence free election in 2015, as a result of various efforts from local 

and global stakeholders including the Statement by the Prosecutor of the 

International Criminal Court, Fatou Bensouda in 2015, has only 

succeeded in creating the atmosphere that led to the resurgence of 

banditry politicking. Interview (May: 2018) 
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Moreover, the use of hate and inciting speeches become the order, and the citizenry became 

psychologically traumatized to the extent that people had to limit their movements because of 

the fear that they may be trapped by party supporters. Another respondent added further that: 

The governor, Dr. Abdullahi Umar Ganduje and his close political 

associates have been seen and heard in several occasions during the 

campaign process encouraging supporters to use abusive words and 

carry arms to attack intra and inter-party oppositions, all in an effort to 

intimidate them ahead of the 2019 elections. Hence the reason why the 

2019 elections in were marred by massive violence, fraud, 

disenfranchisement, and total disregard of the provisions of the electoral 

Act. Interview (May: 2018) 

 

As an observer, and arising from the responses of the respondents interviewed, the process 

leading to the 2019 general elections in Kano is one of the most volatile in the state since the 

return of democracy in 1999. In fact, while explaining what led to such deity trend of 

politicking, one respondent advanced as follows: 

It was purely greediness especially from the part of the ruling party 

because the opposition were simply forced wear the same mask. There 

is also the fear of what may unfold if the ruling party did not get elected 

for the second term in view of the daunting revelations of corruption 

involving high ranking state officials including the governor. Interview 

(May: 2018).  

 

Conclusions and Recommendations: 

In conclusion therefore, the foregoing is a gloom explaining the doom on what characterized 

the 2019 general elections in Kano State, and the robbery which took place in the name of 

election. In order to have more insight into the process leading to the 2019 general elections in 

the state, it is important if further studies would be conducted to interrogate the role played by 

the surety agencies in the state particularly the police. 
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