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Abstract: This study investigated the effect of financial risk on the financial performance, using 
panel data from the annual reports and financial statements of 8 listed deposit money banks in 
Nigeria over a 10-year period from 2010 to 2019. The study was conducted using ex-post factor 
and longitudinal research designs. Descriptive analytical tools such as mean, median, 
minimum and maximum values among others were used in data presentation, while fixed effects 
model with robust heteroskedasticity and autocorrelation (HAC) standard errors was applied 
in analysing the effect of financial risk management proxies as credit risk, operational risk and 
market risk on the financial performance measured by return on equity (ROE). Results indicate 
that credit risk proxy by capital adequacy ratio (CAR) and market risk measured by net interest 
margin (NIM) have significant and positive effects on the financial performance; while 
operational risk gauged by cost-to-income ratio (CIR) did not have any significant effect on the 
ROE as an indicator of the financial performance. The study concludes that listed deposit 
money banks (DMBs) in Nigeria are highly capitalized to withstand the danger posed by risk 
weighted assets. Following this conclusion, it is therefore, recommended that banks should 
improve their capital base as banks with high capital adequacy ratio are more likely to witness 
improvement in shareholder’s wealth.  
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Introduction 
Banks and other financial institutions are exposed to different category of risks including credit 
risk, operational risk, market risk; legal risk and strategic risk. As a consequence of the global 
financial crisis, the risk management practices among financial institutions became a major area 
of focus for key players in the financial sector (Soyemi, Ogunleye & Ashogbon, 2014).As the 
banking sector continues to embrace innovations, the intensity and variety of risks that the 
players are exposed also continue to increase as well (Muriithi, 2016). Global concerns about 
financial risk have been on increase, and firms of different kinds and sizes are trying to develop 
robust financial risk management frameworks that satisfy compliance demands, contribute to 
better decision making, and enhance financial performance (Muriithi, 2016). Financial risk 
arises from possible losses in financial markets due to movements in financial variables 
(Wanjohi, Wanjohi & Ndambiri, 2017). 
 
Al-Tamimi and Al-Mazrooei (2007) observed that in the dynamic environment, all banks are 
exposed to a large number of risks such as credit risk, liquidity risk, foreign exchange risk, 
market risk and interest rate risk, among others which may create source of threat for a bank’s 
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survival and success. The risks faced by banks if not properly managed have the potentials to 
affect the financial performance and at extreme cases leads to their failure (Aruwa & Musa, 
2014).  
 
Review of empirical studies on risk management and financial performance revealed that prior 
studies in Nigeria with the exception of Aruwa acnd Musa (2014) focused on credit risk, 
ignoring other components of risk such as operational risk and market risk. Aruwa and Musa 
(2014) measured operational risk using the number of frauds committed in the bank. 
Additionally, the authors used ordinary least squares (OLS) as a method of estimation and 
measured financial performance using return on asset.  This study differs from Aruwa and Musa 
(2014) by using cost-to-income ratio and return on equity (ROE) as proxies for operational risk 
and financial performance respectively. Applying panel data technique which is more robust 
than OLS and using the most recent data (2010- 2019), this study investigates the effect of 
financial risk (credit, operational and market risks) on the financial performance of 8 listed 
deposit money banks in Nigeria. 
 
Literature Review 
 
Conceptual Clarifications 
Financial risk is the variability of returns i.e. the possibility that expected returns will deviate 
from the actual returns. Financial risk as observed by Tafri, Hamid, Meera and Omar (2009) 
includes credit, liquidity and market risks which contribute to the volatility of financial 
performance. Financial risks can either be external financial risks depending on changes on 
financial markets or internal financial risks, where the company itself is the genesis of the risks 
(Eichhorn, 2004). Financial risk is a subcategory of the company’s risks and its main objective 
is to reduce the volatility of earnings triggered by financial risk exposure (Dhanani, Fifield, 
Helliar & Stevenson, 2007). Credit, operational and market risks are the proxies of financial 
risk used in this study. Each is discussed in turn. 
 
Credit risk is the risk that a borrower defaults and does not honour its obligations to service 
debt (Taiwo, Ucheaga, Achugamonu, Adetiloye, Okoye & Agwu, 2017). In this study, credit 
risk is measured using capital adequacy ratio (CAR). Capital adequacy ratio refers to the 
amount of equity and other reserves against its risky assets and the reserve is kept to protect 
depositor from any unexpected loss (Rajkumar & Hanitha, 2015). Capital to total risk weighted 
assets also referred to as CAR is used to determine a bank’s capital sufficiency in relation to its 
risk (Muriithi, 2016). Abubakar, Sulaiman, Usman and Mohammed (2019) documented that 
Central Bank of Nigeria (CBN) expects banks to maintain a minimum of 10% CAR for national 
banks and 15% for international banks. 
 
Market risks are risks outside the control of the banks and are determined by factors that affect 
the overall economy (Aruwa & Musa, 2014). In other words, market risks are external factors 
that affect internal operations of banks. Market risk generally comprises three lesser risks: stock 
price risk, interest rate risk and foreign exchange risk (Koch & MacDonald, 2006). Market risk 
in this study is measured using net interest margin (NIM) i.e. the difference between interest 
income and interest expense. 
 
Operational risk is asymmetric and it impact on losses or gains of the banks (Altarawneh & 
Shafie, 2018). Banksshould manage expenditure to avoid operational risk especially when the 
marginal expenditure and marginal reduction are equal during operational event with loss 
expectations (Altarawneh & Shafie, 2018). Froot (2007) asserts that by managing operational 
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risk, future projected cash flows can be maximized by banks through the reduction of the 
projected costs of operational loss events and thus, will increase financial performance. Cost to 
income ratio is used as a measure of operational risk. The ratio is also known as the efficiency 
ratio or expense to income ratio and it is indirectly related to bank profitability.  
 
Financial performance is the ability of an enterprise to leverage operational and investment 
decisions and strategies to achieve a business’ financial stability and it is a measure of an 
enterprise’s achievement of its financial goals guided by its financial objectives and 
benchmarks (Muriithi, 2016). Financial performance is the measuring of bank’s policy and 
operations in monetary form; it also shows a bank’soverall financial health over a period of 
time, and it helps to compare different banks across the banking industry at the same time 
(Wanjohi et al., 2017). 
 
Return on equity (ROE) and return on assets (ROA) are the mostly commonly used accounting 
measures of financial performance. Return on equity is described as how much profit a 
company earned in relation to the total amount of shareholder equity invested (Ongore & Kusa, 
2013). Return on Equity is an internal performance measure of shareholder value, and it is by 
far the most popular measure of financial performance (Wanjohi et al., 2017). This study 
therefore, concentrated on ROE. 
 
Theoretical Framework 
This study is anchored on both financial distress theory and extreme value theory. The former 
relates to credit risk while the former is based on market risk. The theory of financial distress 
emanates from the liquidity and credit risk facing a firm.Afirm is in a state of financial distress 
if it cannot meet its maturing obligations.The first signal of financial distress is violations of 
debt payments and failure or reduction of dividends pay-outs (Baldwin & Scott, 1983). 
Whitaker (1999) describes entry in financial distress as the first year in which cash flows are 
less than current maturities’ long-term debt.Wruck (1990) contends that firms enter into 
financial distress as a result of economic distress, declines in their financial performance and 
poor management of risks. According to finance distress theory, banks need to manage credit 
and liquidity risk in order to avoid the financial distress. 
 
Extreme value theory on the other hand, helps in determining the minimum and the maximum 
capital that should be set aside to cover the market risks. Banks need to manage the market risk 
by managing the financial leverage (Muriithi, 2016). 
 
Review of Empirical Studies 
Abubakar et al. (2019) evaluated the impact of credit risk management on the financial 
performance of 10 quoted deposit money banks in Nigeria from 2010- 2016 using fixed effects 
model. Results reveal that capital adequacy ratio (CAR) has significant positive impact on the 
return on equity (ROE), while cost-to-income (CIR) has no significant impact on the financial 
performance represented by ROE. Altarawneh and Shafie (2018) examined the impact of 
operational risk, credit risk and liquidity risk on performance of 15 listed banks in Jordan during 
the period 2010- 2014. Results show that operational and credit risks have significant negative 
impact on return on assets (ROA). 
 
Elshaday, Kenenisa and Mohammed (2018) analysed determinants of financial performance of 
8 private commercial banks in Ethiopia for the period 2007-2016, using correlation and random 
effect panel estimator. Findings indicate that CAR and credit interest income have significant 
positive effect on financial performance while operational cost efficiency (OCE) show a 
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negative and significant effect on the financial performance measured by ROE and ROA. In a 
study of 6 commercial banks from Ghana using random effect model, Ernest and Fredrick 
(2017) examined the impact of credit risk management on profitability. Result shows that 
CARis positively associated with profitability surrogated by ROE. Muriithi (2016) assessed the 
effect of financial risk on the financial performance of 43 commercial banks in Kenya from 
2005- 2014, using panel data estimation technique in the form of random effects, fixed effects 
and generalized method of moments (GMM). Findings indicate that credit, market, liquid and 
operational risks have significant negative effect on the ROE. 
 
Al-Tamimi, Hussein, Miniaoui and Elkelish(2015) evaluated the relationship between financial 
risk (credit risk, liquidity risk, operational risk, and capital risk) and performance (ROE and 
ROA) of 11 Gulf Cooperation Council Islamic banks for a 13-year period spanning from 2000 
to 2012 using regression analysis. Results indicate that there is a significant negative 
relationship between capital risk, operational risk and performance. Rajkumar and Hanitha 
(2015) studied the impact of credit risk management on the financial performance of 2 state 
commercial banks in Sri Lanka from 2006- 2013 using multiple OLS regression technique. 
Results reveal that capital adequacy and management efficiency have negative relationship with 
financial performance proxy by ROE. 
 
Using cross sectional data obtained from annual reports and financial statements of 11 deposit 
money banks in Nigeria in the year 2012,Soyemi et al. (2014) investigated the effect of risk 
management practices on the financial performance applying robust standard error ordinary 
least squares (OLS) regression technique. Findings indicate among others that CAR and cost-
to-income ratio (CIR) have no significant effect on the return on equity (ROE), while CAR is 
significantly positively related to return on assets (ROA). Aruwa and Musa (2014) assessed the 
effect of credit risk, interest rate risk and operational risk on the financial performance of 
Deposit Money Banks in Nigeria over the 1997 to 2011, using OLS. Result shows that CAR 
has positive effect on the financial performance, whereas operational and interest rate risk have 
negative effect on the financial performance proxy by ROA.Applying two stage least square 
regression on an unbalanced panel data of 21 banks in Tanzania covering the period 2003- 2012, 
Amin, Sanusi, Kusairi, and Abdallah (2014) discovered an inverse relationship between 
financial risk and financial performance measured by ROE and ROA.  
 
Odeke and Odongo (2014) investigated the relationship between interest rate risk exposure and 
financial performance of commercial banks in Uganda using the period 2009 to 2011. Findings 
reveal that interest rate risk is positively associated with financial performance except basic 
risk.Lake (2013) examined the impact of financial risk on the profitability of 8 commercial 
banks in Ethiopia from the period of 2000-2011 using ordinary least square (OLS) method. 
Findings reveal that credit risk has significant negative impact on profitability while net interest 
margin has no significant effect on profitability. Mathuva (2009) explored the relationship 
between capital adequacy, cost income ratio and the profitability of 41 commercial banks in 
Kenya over the period 1998- 2007. Results show that that CIR is inversely related return on 
assets and return on equity. The study shows that the cost-income ratio is negative and strongly 
significant with profitability measures.  
 
Methodology 
This study adopts Ex-post factor and longitudinal research designs. Ex-post factor is used 
because the study is based on historical data while longitudinal design is a hybrid of time series 
(2010- 2019) and cross sectional units (8 deposit money banks). The study examined 8 out of 
10 deposit money banks listed on the main and premium boards of the banking sub-sector of 
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the Financial Services sector which is within the Nigerian Stock Exchange (NSE) as contained 
in its daily official list (Equities) for December 31, 2019. Two banks namely Jaiz bank Plc and 
Unity bank Plc were excluded from the study because the former was listed in 2012, a period 
after the cut-off year of 2010 set for this study and the bank being a non-interest bank has a 
statement of financial position which differs significantly from those of other banks utilized in 
this study. The latter was removed because its annual report for the study end-period (2019) is 
not available online as at the time of carrying out the study. Hence, the study has the following 
eight (8) listed deposit money banks as its working population:Access Bank Plc; Fidelity Bank 
Plc; Guaranty Trust Bank Plc; Sterling Bank Plc; United Bank for Africa Plc; Union Bank of 
Nigeria Plc; Wema Bank Plc and Zenith Bank Plc. 
 
Data was sourced from the income statement, statement of the financial positions and notes to 
the financial statements segments of the annual reports of the banks sampled for this study for 
the period 2010- 2019. Three proxies such as credit risk, operational risk and market risk are 
used to represent financial risk, while return on equity is used to measure financial performance. 
Capital adequacy ratio (CAR), cost to income ratio and logarithm of net interest margin (NIM) 
are respectively utilized in measuring credit risk, operational risk and market risk.In defining 
the study variables, the procedure adopted by Muriithi (2016) is followed and is provided as 
Table 1. 
 
Table 1: Variables and Measurements 

Variables Measurements 
Capital adequacy ratio (CAR)  

[independent variable] 
Total regulatory capital(Tier I capital plus Tier II capital) divided by 

risk weighted asset 
Cost-income ratio (CIR)  
[independent variable] 

Total operating cost divided total operating income 

Net interest margin [independent variable] Logarithm (interest paid minus interest received) 
Return on equity (ROE)  
[independent variable] 

Net income divided by shareholders’ equity 

Source: Muriithi (2016) 
 
The empirical model used in this study is specified as follows: 
ROEit = α0 + α1CARit+ α2CIRit+ α3NIMit + Ci + µ  -  -  -  -  -  (1)  
 
Where: ROEit =Return on equity for bank i in year t, α0 = the intercept, α1, α2 α3 = Coefficients 
of financial risk management measures; CARit = Capital adequacy ratio for bank i in year t; 
CIRit = Cost to income ratio for bank i in year t; NIMit = Net interest margin for bank i in year 
t; = unit-specific error component; = remaining error component. 
 
Descriptive statistics and panel regression are the techniques of data analyses used in the study. 
Mean; medium; minimum; maximum; standard deviation, coefficient of variation, skewness 
and kurtosis are the descriptive analytical tools used for data presentation. Pooled Ordinary 
Least Squares (POLS), Fixed Effects Model (FEM) and Random Effects Model (REM) are the 
panel data techniques utilized in the study.  
 
Distribution free Wald test and Durbin-Watson (DW) statistics are used in detecting 
heteroskedasticity and autocorrelation problems respectively. Robust Heteroskedasticity-and 
Autocorrelation Consistent (HAC) standard error which is robust in the presence of the two 
problems is used. Variance Inflation Factor (VIF) is employed in the determination of 
collinearity among the predictor variables. 
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Results and Discussion 
Descriptive Analysis 
This section provides the descriptive results and discussion on the study variables for the eight 
deposit money banks used in this study. In Table 2, the descriptive results are provided. The 
results in Table 2 indicate that credit risk proxy by capital adequacy ratio (CAR) has a mean 
value of 0.19 as against its minimum value of -0.46 and maximum value of 0.44. The mean 
value is an indication that deposit money banks (DMBs) in Nigeria on the average complied 
with minimum bench mark of 15% for CAR set by the Central bank of Nigeria (CBN).  
 
Table 2: Descriptive Results 

Variable Mean Median Minimum Maximum 
CAR 0.19 0.19 -0.16 0.44 
CIR 0.87 0.79 0.21 3.42 
NIM 7.81 7.80 6.75 8.34 
ROE 0.07 0.11 -3.94 1.54 

Variable Std. Dev. C.V. Skewness Ex. kurtosis 
CAR 0.08 0.42 -0.77 6.56 
CIR 0.45 0.52 2.66 12.02 

Log (NIM) 0.37 0.05 -0.51 -0.27 
ROE 0.51 7.85 -5.96 46.79 

Source: Authors’ Computation using GRETL 
 
The result provides evidence that DMBs in Nigeria are highly capitalised during the study 
period 2010- 2019. However, the minimum value suggests that in a particular year, a bank was 
deficient in meeting up with regulatory requirement for CAR and thus, having serious 
capitalization problem. The median value for CAR is approximately the same as the mean 
value, implying that that more than 50% of the DMBs sampled for the study surpassed the 
minimum capital requirement set by the CBN. 
 
The descriptive results in Table 2 indicate that operational risk surrogated by cost-to-income 
ratio (CIR) has a mean of 0.87 implying that on the average operating cost is more than doubled 
the value of operating income. The result confirms that the cost of running banking business in 
Nigeria is high and calls for serious concern. Banks need to place serious emphasises on value 
for money which is based on 3Es such as economy, effectiveness and efficiency.  
 
Additionally, the descriptive results of market risk measured by net interest margin (NIM) 
shows an average value of 7.81 against the minimum and maximum value of 6.75 and 8.34 
respectively. The results reveal interest income is higher than interest expense which is expected 
to make the banks profitable by cushioning the effect of high operating cost. The figures for the 
entire descriptive are positive confirming that the banks earn more on fixed income securities 
than what they paid out on similar investments. 
 
The descriptive results of the dependent variable ROE reveal a mean value of 0.07 which 
implies that on the average for every ₦1 investment in equity about 7 kobo is generated as 
returns for the owners (shareholders). The minimum value is an indication that a bank generated 
a loss at a certain year during the study period.  
 
The standard deviation and coefficient of variations as depicted in Table 2 reveal that CAR, 
CIR and NIM are homogenous and not dispersed. This is because their standard deviations are 
low and their coefficients of variation are less than unity. Conversely, the standard deviation 
for ROE is high and the coefficient of variation is largely greater than unity, suggesting that 
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there is high variability in returns among the deposit money banks used in the study. Similarly, 
the values of the skewness in Table 2 indicate that CAR, Log (NIM) and ROE are negatively 
skewed while CIR is positively skewed. CAR and Log (NIM) are approximately normal 
because the values of skewness are very close to zero. Furthermore, the results of the kurtosis 
indicate that all variables except Log (NIM) are lepto-kurtic.  
 
Collinearity Test 
Collinearity test is necessary to investigate if the predictor variables are highly correlated to 
lead to multicollinearity among the independent variables. In this study, Variance Inflation 
Factor (VIF) is employed in discovering multicollinearity. Multicollinearity occurs when the 
predictor (independent) variables have VIF greater than 10. Table 3 presents the independent 
variables and their VIFs. 
 
Table 3: Variance Inflation Factor 

Variable Variance Inflation Factor Tolerance  
CAR 1.03 0.97 
CIR 1.24 0.81 
Log (NIM) 1.27 0.79 

Source: Authors’ Computation using GRETL 
 
The VIF for each of the predictor variable as shown in Table 3 is less than 10 and tolerance 
level each is above 0.1, confirming none existence of multicollinearity (Rajkumar & Hanitha, 
2015).  
 
Regression Analysis 
In this study, the outcome variable: Return on equity (ROE) is regressed on the predictor 
variables (CAR, CIR&NIM) using Pooled Ordinary Least Squares (POLS), Fixed Effects 
Model (FEM) and Random Effects Model (REM). Table 4 presents the regression results. 
 
Table 4: Regression Results  

Outcome variable: ROE 

Predictor variables Pooled OLS 
 

Fixed Effects Random Effects (GLS) 

CONSTANT -2.75 (-2.60)** -8.10 (-4.25)*** -2.75 (-2.60)** 
CAR  3.99 (7.45)***  5.42(9.28)***  3.99 (7.45)** 
CIR  0.08 (0.77) 0.05(0.49)  0.08 (0.77) 
Log (NIM)  0.25 (1.92)* 0.91 (3.80)***  0.25 (1.92)* 
R2 0.47 0.61 0.47 
F 22.07 (0.00)*** 10.87(0.00)*** 22.07 (0.00)*** 
STD ERROR 0.38 0.34 0.38 
DW 1.19 1.28 1.19 
Significant at 10% (*), 5% (**), 1% (***) 

Source: Authors’ Computation using GRETL 
 
Note: The values in parentheses for variables are t ratios and those against F-statistic are P-values. 
The regression results in Table 4 reveal that the F-statistics for the 3 panel models are significant 
at 1 percent level, confirming that the 3 models are suitable for analysis. Hence, to determine 
which one among the 3 models is the best, there is the need to carry out the tests for best model 
selection. Table 5 presents the results of the Restricted F-test for best model selection between 
Pooled Ordinary Least Squares (POLS) and Fixed Effects Model (FEM). The null hypothesis 
is that the groups have common intercept i.e. Pooled-OLS is adequate. 
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Table 5: Results of the Restricted F- Test  
Model Comparison F-value P-value 
POLS- FEM 3.70 0.00*** 
Significant at 10% (*), 5% (**), 1% (***) 

Source: Authors’ Computation using GRETL 
 
The results of the Restricted F-test in Table 5shows that the F-test is significant at 1 per cent 
level as reveal by the P-value. Hence, the study rejects the null hypothesis and concludes that 
Fixed Effects Model is preferred over the Pooled Ordinary Least Squares. Hausman 
specification test is used in selecting the best between FEM and REM, and the result is 
presented as Table 6. The null hypothesis is that REM is better than FEM. 
 
Table 6: Results of the Hausman Specification Test  

Model Comparison Chi-square P-value 
FEM- REM 27.25 0.00*** 

Source: Authors’ Computation using GRETL 
 
The results of Hausman Specification Test in Table 6 depict that the asymptotic test statistic 
(Chi-square) is significant at 1 percent level of significance. Hence, the study rejects the null 
hypothesis and concludes that FEM is better than REM. On the bases of the results of the 
Restricted F-test and the Hausman Specification Test, Fixed Effects Model (FEM) is the best 
model for this study.  
 
To ensure that the regression model is not spurious, autocorrelation and heteroskedasticity test 
is carried out. Autocorrelation test is conducted to detect whether or not any of the predictor 
variables is correlated with the omitted variables. The Durbin-Watson (D-W) statistics for the 
fixed effects model in Table 4 is 1.28, and this value according to (Swain, 2008) may suggest 
the presence of autocorrelation since the D-W is not 2 or close to it. In addition, test for 
heteroskedasticity is carried out to ascertain if the variances of the cross sectional units are not 
equal, i.e. if there is heteroskedasticity. The result of the Distribution free Wald test for 
heteroskedasticity is presented as Table 7. The null hypothesis is “units have common error 
variance” i.e. heteroskedasticity is not present. 
 
Table 7: Results of the Test for Heteroscedasticity  

Model Chi-Square P-value 
 1b 206.62 0.00 

Source: Authors’ Computation using GRETL 
 
The result for the Distribution free Wald test heteroskedasticity in Table 7 is statistically 
significant at 1 per cent level. Hence, the study rejects the null hypothesis and concludes that 
heteroskedasticity is present in the fixed effects model. The study used robust heteroskedasticity 
and autocorrelation consistent (HAC) standard errors which is robust in the presence of 
heteroskedasticity and autocorrelation in addressing the two post-estimation diagnostics. Table 
8 presents the regression results of the FEM using Robust (HAC) standard errors. 
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Table 8: Regression Results using Robust (HAC) Standard Errors 
Independent variables Dependent variable: Return on Equity (ROE) 
CONSTANT -8.10 (-2.02)** 
CAR  5.42 (2.39)** 
CIR  0.05 (0.78) 
Log (NIM) 0.91 (1.92)* 
R2 0.61 
F 10.87 (0.00)*** 
D-W 1.28 
  
Significant at 10% (*), 5% (**), 1% (***) 

Source: Authors’ Computation using GRETL 
Note: The values in parentheses for variables are t ratios and the one against F-statistic is P- value. 
 
Table 8 shows the regression results of the fixed effect model after the application of the Robust 
(HAC) standard errors. The results did not show any significant variation from the regression 
results in Table 5. The coefficients of the variables, the R-squared, F-statistics and the D-W 
statistics did not change. The noticeable difference is in the t-ratios and their associated P-
values. Variables that were significant at 1 percent level became significant either at 5 per cent 
or 10 per levels of significant after the application robust (HAC) standard errors.  
 
The regression results in Table 8reveal that capital adequacy ratio (CAR) has positive and 
significant effect on the return of equity (ROE) as a measure of financial performance. This 
position is confirmed by the positive t-value of 2.39 which is significant at 5 per cent level of 
significant. The regression results in Table 8 also indicate that cost to income ratio (CIR) hasno 
significant effect on the ROE, as shown by the non-significant t-value of 0.78.Similarly, the 
regression results also indicate that net interest margin (NIM) is statistically and positively 
associated with the financial performance measured by ROE, as depicted by the positive t-value 
of 1.92 which stood at 1 percent level of significance. 
 
Discussion of Research Findings 
Evidence from the results reveals that that capital adequacy ratio (CAR) has positive and 
significant effect on the financial performance surrogated by the return on equity (ROE). The 
regression coefficient for CAR is 5.42, which signifies that a 1% increase in CAR will result in 
about 5.42% increase in the shareholder’s wealth measured by the ROE. The descriptive results 
indicate that the listed banks in Nigeria are adequately capitalized and may not be too exposed 
to the dangers posed by credit risk. The high capital base maintained by banks provides them 
with opportunity to invest in projects that earn positive net present value (NPV).This study 
provides evidence that the more capitalize a bank, the higher the potential of earning more profit 
for the shareholders. This finding is consistent with a priori expectation and the results of 
Abubakar et al. (2019), Elshaday et al. (2018) and Ernest and Fredrick (2017). However, this 
finding is not in agreement with those of Alshatti (2017),Muriithi (2016), Ravi (2012) and 
Rajkumar and Hanitha (2015). 
 
The study also reveals that cost to income ratio has no significant effect on the financial 
performance. This is not surprising considering the revelation from the descriptive results which 
shows that banks incur high operational cost over the entire period of study. There is no doubt 
this high operational cost has adverse effect on banks’ returns. Although, cost to income ratio 
did not affect returns negatively, if the high operational cost remains uncheck it will get to a 
point when cost to income ratio will affect financial performance adversely.This finding is 
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consistent with Abubakar et al. (2019) and in disagreement with the finding of Rajkumar and 
Hanitha (2015). 
 
Furthermore, the results also indicate that the net interest margin has significant positive effect 
on the financial performance proxy by return on equity. The coefficient of NIM is 0.91 which 
implies that a 1% increase in NIM is 0.91% positively associated with return on equity. The 
result is expected given that the results of the descriptive statistics shows that deposit money 
banks in Nigeria are doing pretty well when it comes to NIM. The mean, median, minimum 
and maximum values are all positive signifying that all the banks sampled for this study are 
faring very well in terms of NIM. As disclosed by the descriptive results, interest income has 
far outweighed interest expenses which have translated to NIM having positive effect on 
shareholders’ wealth. The high income generated by investment in fixed income securities has 
suppressed and cushion the effect of banks’ high operating cost on the financial performance. 
Despite the high operating cost, most of the banks still posted positive returns on equity due 
high interest income generated on the fixed income investment. This result is contrary to the 
finding of Muriithi (2016). 
 
Conclusions and Recommendations 
This study examined the effect of financial risk on the financial performance (ROE) of 8 listed 
deposit money banks in Nigeria from 2010- 2019, using fixed effects model.Findings reveal 
that credit risk proxy by capital adequacy ratio (CAR), and market risk measured by net interest 
margin (NIM) have positive and significant effect on the financial performance, whereas 
operational risk surrogated by cost to income ratio (CIR) has no significant effect on the 
financial performance. 
 
Following the major findings, the study concludes that listed deposit money banks (DMBs) in 
Nigeria are highly capitalized to withstand the danger posed by risk weighted assets. The study 
also concludes that due to poor operational management, cost-to-income ratio in the long run 
holding other factors constant will attenuates and injure shareholders’ wealth measured by the 
ROE. It is also concluded that investment in fixed income securities by listed DMBs is worthy 
and profitable. 
 
Based on the major conclusions, the study recommends that banks should improve their capital 
base as banks with high capital adequacy ratio are more likely to witness improvement in 
shareholder’s wealth. There should be trade-off between operational cost and operational 
income. There is need for effective and efficient management of operational expenses. 
Operational cost should be tied to managers and branch scorecard. Additionally, branches with 
low operational cost should be recognized and rewarded during annual general meeting (AGM). 
This will spur other branches to be economical, effective and efficient in the management of 
operational expenses. Resident Internal Control Officers should query branch (s) with 
outrageous operational expenses in comparison to other branches in their areas of coverage. 
Furthermore, the study also recommends that banks should continue to investment in fixed 
income securities to remain profitable. 
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Abstract: The pressure for organizations to act in a socially responsible manner is increasing 
globally. Although the main responsibility of firms may be to maximize their profits, 
organizations stand to gain much from the development of CSR strategies. The main objective 
of this study is to, primarily through relevant literature, review the impact of CSR on the 
performance of banks. Many studies examine the relationship between CSR and the 
organization’s performance. However, the nature and existence of this potential relationship 
are found to be inconclusive (i.e., positive, negative, or no relation at all). These have prompted 
scholars, experts, and authorities to re-examine the link between CRS and the organization’s 
performance. However, until now few conceptual contributions investigating the effect of CSR 
on bank’s performance have been published. This study addresses this research deficit and 
proposes a conceptual framework for measuring CSR effectiveness and bank performance, 
which could be used by banks and other regulatory bodies. Furthermore, a recommendation 
for future research in the area is also suggested.  

 

Keywords: Corporate Social Responsibility (CSR), CSR Pyramid, Financial Performance, 
Non- Financial Performance, Philanthropic 

 

Introduction 
Recently the attention of researchers has been devoted considerably to the managerial 
implications of corporate social responsibility (CSR) (Chtourou & Trik, 2017). Therefore, CSR 
has become a strategic agenda for businesses in many nations. Although there is a significant 
debate about the right choices that leaders face in deciding to engage in CSR, the majority of 
CSR studies emphasis on the relationship between CSR and financial performance 
(McWilliams & Siegel, 2000). Businesses have become more aggressive about progressing and 
promoting efforts to achieve more socially responsible decision-making, frequently known as 
corporate social responsibility (CSR) (Callan & Thomas, 2009). Thus, they are often concerned 
and aware of the impact of their activities on the employees, communities, environment, and 
other relevant stakeholders (Wisuttorn, 2015). Numerous firms have realized the potential 
benefits of being involved in CSR activities (Wisuttorn, 2015). Globally the consumption for 
and competition of scarce resources in the markets has put significant pressures on companies 
to achieve a desirable end beyond maximizing shareholder’s value (Hasan, Kobeissi, Liu, & 
Wang, 2018). The need for this arise from the increased demands of external stakeholders that 
hold organizations accountable for social and environmental issues. Many organizations 
respond positively to increased stakeholder interest in corporate social responsibility (CSR).  
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With some regularity, firms are integrating governance, environmental, and social objectives 
into their business models by making tangible changes in virtually all aspects of their 
operations, such as accounting practices, production plans, research, and development. In 
recognizing the potential benefits of improved public relations, many firms provided 
stockholders with a formal report of their CSR accomplishments, and some even publicized 
their dedication to CSR. This trend has emerged; there has been a resurgence of scholarly 
interest in the motivations behind CSR and the implications for the firm’s market capitalization 
and performance (Callan & Thomas, 2009). 
 
CSR has gained renewed attention (Chih, Chih, & Chen, 2010), from organizations especially 
in sectors deeply affected by the past financial crisis as it is the case of the banking industry 
(Gangi & Trotta, 2013), and the academia. Organizations can possess better ability to gain 
consumers' acceptance due to their CSR efforts during a financial crisis (Perez-Ruiz and 
Rodriguez-del Bosque, 2012). Performance improvement is a crucial consideration for an 
organization in determining whether or not to implement active management practices (Zhu, 
Liu, & Lai, 2016). Recently, many researchers have begun to examine if CSR practices can 
influence financial performance (Das, Dixon, & Michael, 2015).  
 
In General, more active and broader CSR commitment has been commended to banks as a 
means of improving relations with different stakeholders, restoring financial services, 
trustworthiness, and reputation, by ultimately enhancing financial performance (Birindelli, 
Ferretti, Intonti, & Iannuzzi, 2013; Lentner, Szegedi, & Tatay, 2015). Extensive literature has 
investigated the relationship between the socially responsible activities and firm’s financial 
performance, which has become a growing topic in the scientific community for the past three 
decades  (Dobers, 2009; Griffin & Mahon, 1997; Maignan, 2001; McGuire, Sundgren, & 
Schneeweis, 1988; Scholtens, 2008), with the earlier empirical studies credited to Aupperle, 
Carroll, and Hatfield (1985) and Cochran and Wood (1984).   
 
Recent literature highlighted the importance of inserting CSR principles in the business strategy 
of an organization, recognizing the underlying essence of social performance as a vehicle to 
increase customer satisfaction, improve reputation, achieve competitive advantage, and 
consequently influence organizations’ performance (Lyra, Barbosa De Souza, Verdinelli, & 
Lana, 2017; Orlitzky, Schmidt, & Rynes, 2003). 
 
Several issues portray the current argument on the relationship between organization’s 
performance and CSR: first, the nature and existence of this potential relationship, already 
found to be positive, negative, or no relation at all (Soana, 2011). To start with, a positive 
correlation between CSR and Financial Performance seems to increase in the existing empirical 
research (Brammer, Millington, & Rayton, 2007; Orlitzky et al., 2003). The findings are in line 
with the stakeholder theory and the argument that value created by social performance surpasses 
the investment made and yield financial benefits that are not subject to diminishing returns 
(Brammer & Millington, 2008).  
 
Very few empirical studies have reported a negative correlation between CSR and Financial 
Performance (Soana, 2011). The theoretical argument supports these results that CSR led 
companies to incur additional costs, superior to potential revenues, which prevent CSR from 
being paid off (Brammer & Millington, 2008), decreasing profits and shareholder wealth 
(Callan & Thomas, 2009; Simpson & Kohers, 2002). In this context, expenditures with CSR 
are purely perceived as costs (Aupperle et al., 1985). 
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Furthermore, no relationship between CSR and financial performance can also be found in 
empirical research, regardless of whether a short- or long-term analysis is taken (Aupperle et 
al., 1985). Finally, the relationship between CSR and Financial Performance is said to be so 
complicated that some authors even state that a direct link cannot be established (Simpson & 
Kohers, 2002). Besides that, the extant literature on CSR is dominated by studies embedded in 
the business and institutional systems of developed nations like Europe and USA (Chaudhary, 
2018; Jamali & Karam, 2018). Therefore, from the above assertion this study, seek to contribute 
to a better understanding of the CSR–Financial performance relationship, mainly by extending 
the debate in finding the effect of CSR on the performance of commercial banks in Nigeria. 
This study offers policy suggestions for both government regulators and bank managers. The 
remaining part of this study is organized as follows. Section 2 presents a review of the literature 
on CSR and performance of the banking sector. Section 3 discusses Conclusion and 
recommendation for future research. 

Literature review 
The concept of CSR has been evolved (Parast & Adams, 2012) over time. The concept of CSR 
and its practical realization in the last decade became a serious interest for both practitioners 
and academics. On a wide range of issues, organizations are urged to behave socially 
responsible (Welford, 2007). CSR, as an instrument of the business sector, serves to legitimize 
and increase the sector’s economic performance, it also appears as the embodiment of the 
fundamental principles of business ethics (Scholtens, 2008). However, there is uncertainty and 
no universally accepted definition of CSR in the academics, professionals and the corporate 
world. While there are different definitions for the, most of them refer to the ability of the 
organization to embrace practices that address the well-being of the society, community and 
their workforce as well (Castkaa & Balzarova, 2008).   
 
For instance, CSR is defined as the ongoing commitment by organizations to contribute to 
economic development and work ethically while improving the quality of life of the local 
community and their families, their workforce as well as the society at large (Castkaa & 
Balzarova, 2008). Also, CRS is seen as a concept, mechanism, or even a business model that 
entails businesses to apply an essential change in attitude (Lentner et al., 2015). Furthermore, 
Leonard and McAdam (2003) revealed that CSR encompasses issues such as employment and 
workplace issues (e.g., employee safety and health), human rights, environmental aspects, 
organizational governance, unfair business practices, the marketplace, consumer issues, social 
development, and community involvement (Parast & Adams, 2012). Socially responsible 
organizations can maintain a sustainable quality advantage by addressing environmental, social, 
and economic issues. 
 
Alternatively, the best known and most widely accepted definitions of CSR is the one provided 
by Carroll, which points out that corporate social responsibility encompasses four aspects 
namely; legal, discretionary (philanthropic), economic, and ethical expectations that society has 
on organizations. The CSR pyramid (see Figure 1) distinguishes various layers of 
responsibilities. The foundation is economic responsibility; then organizations also need to 
comply with legal norms. Ethical responsibility equals the obligation to conduct fairly and do 
the right thing, going beyond rules compliance; it can also mean philanthropic (discretionary) 
responsibility (Carroll, 1991). The banking sector first, considered environmental and social 
issues, then responded relatively late to the challenges of CSR (Lentner et al., 2015). 
 
Development and application of CSR have a reflective effect on strengthening the image and 
reputation of organizations, including banks. Among the benefits of CSR activities in an 
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organizations and community are; trust-building among stakeholders, staff recruitment and 
retention, advertising/communications support, customer satisfaction, market position support, 
product brand support, influence on organizational values, culture, mission, goals, financial 
efficiency, staff motivation and loyalty, image and reputation enhancement, recognition by the 
public and stakeholders (Kvrgić, Lukić, & Kljenak, 2007). 
 
The Pyramid of Corporate Social Responsibility 
Carroll’s (1991) CSR pyramid provides a useful framework for discussing the social 
responsibilities of banks and their efforts incorporate these into their business. Carroll (1991) 
proposes four dimensions of CSR in line with his definition of CSR: economic, legal, ethical, 
and philanthropic (discretionary or voluntary). Carroll (1991) summarized the four dimensions 
of CSR in a four-layered called “pyramid of social responsibilities.” Economic responsibilities 
represent the pyramid base, which directly influences an organization’s viability. Followed by 
the next layer of legal responsibilities: Organizations are anticipated to comply with rules and 
regulations. The third layer represents ethical responsibilities—activities that are seen as just 
and right but not codified into rules and regulations. Philanthropic responsibilities represent the 
pyramid’s highest layer, which involve making additional contributions to humankind or 
society (De Jong, Harkink, & Barth, 2018).  
 
However, This pyramid of social responsibilities structure was revised by Schwartz and Carrol, 
(2008), who indicate conjunction between the philanthropic responsibilities and ethical 
responsibilities, leaving only three essential dimensions: the economic, the legal and the ethical 
one (Schwartz & Carroll, 2008). In conclusion, Crane, Matten, and Moon (2004) point out that 
the model is realistic since it structures social responsibilities into different dimensions and 
recognizes the interrelationships between them. Within this four-part model, Carroll argues that 
economic and legal responsibilities are required by society, while, ethical responsibility is only 
expected and society desires philanthropy. 
 
 
 Philanthropic 
  

Responsibilities 
 

Ethical Responsibilities 
 

Legal Responsibilities 
 

Economic Responsibilities 
 
 
Figure 1: CRS Pyramid 
Source: Authors’ own editing CRS Pyramid based on Carroll (1991) 
 
From Figure 1 above, the four kinds of social responsibilities constitute total CSR: 
philanthropic, economic, ethical, and legal. Furthermore, these four categories or components 
of CSR might be depicted as a pyramid, to be sure, all of these responsibilities have always 
existed to some extent in organizations. 
 
Economic Responsibilities  
Historically, business organizations were formed as economic entities planned to provide goods 
and services to societal members (Lentner et al., 2015). It was established that profit is the 
primary motive for entrepreneurship. As such, its primary role was to produce goods and 
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services that consumers needed and to make an acceptable profit in the process. At some point, 
this notion of profit motive got transformed into maximum profits utilization, and this has been 
a continuing value ever since (Carroll, 1991). The author further revealed that all other 
corporate responsibilities are predicated upon the economic responsibility of the firm because 
without it other responsibilities become moot.  
 
The Economic stage reveals, in particular, the financial side and is made up of the aspects that 
have an indirect or direct impact on the performance of an organization. The fundamental layer 
of economic responsibility relates to why banks and bankers exist and provide the foundations 
for other levels of responsibility (Decker & Sale, 2010). This pillar may also include the 
financial participation of the company in socially beneficial projects or educational activities, 
for example, support for sporting events or support for training courses and education. 
Indisputable part of the Economic pillar is the relationships with key stakeholders; investors, 
suppliers, customers, and community (Paulík, Sobeková Majková, Tykva, & Červinka, 2015). 
Since corporate and individual financial interests are constantly changing, banks create new 
opportunities for risk management and the effective mediation of resources. These involve 
creating new channels, redefining the existing ones, and developing new products. Interaction 
with stakeholders has an important role in determining these new products (Decker & Sale, 
2010). Some important statements characterizing legal responsibilities and economic 
responsibilities are summarized in Table 1 below 
 
Table 1: Economic and Legal Components of CSR Pyramid 

Economic Components (Responsibilities) Legal Components (Responsibilities) 
It is essential to perform in a manner that is consistent with 
maximizing shareholders’ funds. 

It is essential to perform in a manner consistent with the 
expectations of government and law 

It is imperative that a successful firm is defined as one that 
is consistently profitable. 

It is important to provide goods and services that at least 
meet minimal legal requirements. 

It is imperative for an organization to maintain a strong 
competitive position. 

It is imperative for an organization to be a law-abiding 
corporate citizen 

It is essential to be committed to being as profitable as 
possible. 

It is essential to comply with various federal, state, and local 
regulations. 

Maintaining a high level of operating efficiency is important. It is essential that a successful firm is defined as one that 
fulfills its legal obligations. 

Source: (Carroll, 1991). 

 
 
Legal Responsibilities 
As part of the fulfilment of the "social contract" between society and business, organizations 
are expected to pursue their economic tasks within the framework of the law. Legal 
responsibilities reveal a view of "codified ethics" in the sense that they represent basic notions 
of fair operations as recognized by lawmakers. Legal responsibilities are depicted as the second 
layer on CSR pyramid to reveal their historical development, but they are applicable seen as 
simultaneously with economic responsibilities as major precepts of the free enterprise system 
(Carroll, 1991). Acts and decrees determine regulation, and it aims to ensure safety, minimize 
risk, and restore confidence in the financial system. In practice, statutes are complemented by 
the compliance with the guidance of trade associations, and various supervisory bodies, which 
is signified by the compliance function (Decker & Sale, 2010).  
 
For bankers, legal responsibility is determined largely by regulation. Maintaining confidence 
in the financial system is a public good, and there is a long history of government intervention 
in the banking system to limit risk-taking, arbitrate relationships between the financial sector 
and society, through prudential and conduct of business regulations, as well as provide safety 
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net arrangements (Decker & Sale, 2010). The profit motive is not only sanctioned by the society 
for business to operate, but also expected to comply with the regulations promulgated by local, 
state, and federal governments as the basic rules under which business must operate (Carroll, 
1991). 
 
Ethical Responsibilities  
Legal and ethical responsibilities are not necessarily mutually exclusive. Regulatory agencies 
operate within a framework of ethical drivers which determine the purpose and nature of 
regulation. Ethical norms can be understood through individual integrity, and the expectations 
of external stakeholders embody the basic ethical principles of sincerity and honesty, which 
together with trust, are traditionally linked to the financial sector (Decker & Sale, 2010). The 
codes of ethics that express voluntary constraints also include the basic principles of respect 
and transparency, fair conduct, and integrity in the financial sector (Lentner et al., 2015). 
Although legal and economic responsibilities present ethical norms about justice and fairness, 
ethical responsibilities embrace those activities and practices that are prohibited or expected by 
societal members even though they are not codified into law (i.e., obligation to do what is right, 
just, and fair, and avoid harm) (Carroll, 1991). Such aspects of the ethics code and its 
observance, transparency, or rejection of corruption contribute to the Social pillar of CSR, 
which also focused on employee relations and philanthropic activities (Paulík et al., 2015).  
 
Ethical responsibilities embody those expectations, norms, standards, and standards that reflect 
a concern for what the community, shareholders, employees, and consumers regard as just, or 
fair, in the protection of stakeholders' moral rights. In another perspective, changing values or 
ethics precede the formation of law because they are the driving force behind the creation of 
acts, decrees, or regulations. For instance, consumer movements, the civil, and environmental 
rights reflect basic alterations in societal values and thus may be seen as ethical roadmap 
foreshadowing and resulting in the later legislation. In another perspective, ethical 
responsibilities may be seen as embracing recently emerging norms, and values society 
anticipate business to meet, even if such norms and values may yield higher performance than 
that currently required by law (Carroll, 1991). 
 
The business ethics effort previously has firmly established an ethical responsibility as a 
legitimate CSR component. Though it is depicted as the third stage of the CSR pyramid, it must 
constantly be accepted that it is in dynamic interaction with the legal responsibility category 
(Carroll, 1991). That is, it is constantly pushing the legal responsibility category to expand or 
broaden while at the same time placing ever-higher expectations on business persons to operate 
at levels above that required by law. Figure 2 depicts statements that help characterize ethical 
responsibilities. The figure also summarizes philanthropic responsibilities. 
 
Philanthropic Responsibilities  
Discretionary (philanthropic) encompasses those corporate actions that are in response to 
society's expectation that businesses be a good corporate citizen (Contribute resources to the 
community; improve quality of life). Corporate philanthropy is additional to the responsibilities 
that the corporation has to its owners and the minimal regulatory factors that constrain its 
activities imposed by law within the jurisdiction in which it operates. It is a voluntary activity. 
However, it has become a common practice among banks, contributing to the better reputation 
of the financial sector (Decker & Sale, 2010). This includes actively engaging in acts or 
programs to promote human welfare or goodwill. Examples of philanthropy include business 
contributions of financial resources or executive time, such as contributions to the arts, 
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education, or the community(Carroll, 1991). The distinguishing feature between philanthropic 
and ethical responsibilities is that the former is not expected to act in moral or an ethical sense. 
Communities desire firms to facilities or contribute their money to humanitarian purposes or 
programs. However, they do not regard the firms as unethical if they do not provide the desired 
level. Therefore, philanthropy is more voluntary or discretionary on the part of businesses even 
though there is always the societal expectation that businesses provide it(Carroll, 1991). 
 
Table 2 Ethical and Philanthropic Components of Corporate Social Responsibility 

Ethical Components (Responsibilities) Philanthropic Components (Responsibilities) 
It is important to respect and recognize the evolving or new 
moral norms/ethics adopted by society. 

Assisting the satisfactory and performing arts is important. 

It is essential that good corporate citizenship is defined as 
doing what is expected, ethically or morally.  

It is important to provide assistance to public and private 
educational institutions 

It is important to recognize that corporate ethical behavior 
and integrity go beyond mere compliance with rules and 
regulations  

It is imperative to assist voluntarily those projects that 
improve a community's "quality of life. 

It is essential to prevent ethical norms from being 
compromised in achieving corporate goals. 

It is important that both employees and managers should 
participate in charitable and voluntary activities within their 
local communities.  

It is essential to perform in a manner consistent with 
expectations of societal moral and ethical norms. 

It is essential to perform in a manner consistent with the 
charitable and philanthropic expectations of society. 

Source: (Carroll, 1991) 
 
Although the multidimensional nature of CSR seems to be unanimous, what specific 
dimensions constitute this construct is not so clear, is potentially explained by the profusion of 
definitions that can be found in the literature. Some studies use a one-dimensional CSR 
measure, such as charitable donations or emissions reduction, with environmental activity being 
the most common. Also, some researchers employ an aggregate measure or index of various 
CSR indicators (Callan & Thomas, 2009). While others used Kinder, Lydenberg, Domini & 
Company (KLD) rating domains as the operational measure of CSR dimensions: environment; 
community; human rights; employee relations; diversity; product; and corporate governance, 
either as an aggregated (Callan & Thomas, 2009) or disaggregated CSR measure (Michelon, 
Boesso, & Kumar, 2013). 
 
Performance 
Most of the researches on the effect of CSR on the performance of organizations are on financial 
performance (one-dimensional). General measures of financial performance fall into two broad 
categories: investor returns and accounting returns. The basic idea of investor returns is that the 
return should be measured from the perspective of shareholders. Whereas, Accounting Return 
measures of financial performance focuses on how firm earnings respond to different 
managerial policies. Financial performance was divergently treated by researchers, with a scope 
covering the traditional accounting measures, market-based measures, and cost of capital.  

The traditional accounting performance measures used included both absolute 
returns/earnings/assets together with their growth  (Ciciretti, Kobeissi, & Zhu, 2014; Wu & 
Shen, 2013) and constructed earnings based ratios such as return on asset (ROA), return on 
equity (ROE), return on investment (ROI), and earnings per share (EPS) (BOSTANDER, 2007; 
Wang, Dou, & Jia, 2016). The financial performance was also viewed from market perspectives 
such as stock price values and stock price related ratios (Kim, Li, & Li, 2014; Lins, Servaes, & 
Tamayo, 2017). Researchers scantly treated the cost of capital as a measure of financial 
performance (El Ghoul, Guedhami, Kwok, & Mishra, 2011; Lyra et al., 2017). These variations 
partly explain the inconsistent research outcome. 
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Efforts have been made previously to measure performance based on quantitative financial 
measures, while less importance has been placed on the qualitative components of performance 
measurement. Hence, Kaplan and Norton (2005) and Neely (2007) suggests that performance 
measures should primarily use non-financial performance techniques and change over time as 
the company needs change. It is also important to involve qualitative indicators, such as 
customer service and satisfaction, product quality, learning, and innovation (Kaplan and 
Norton, 1996). 
 
CSR in the Banking Industry  
Financial institutions, such as banks, do not discharge toxic pollutants into the water, land, or 
air or produce hazardous chemicals and thus probably they might be viewed as uninvolved with 
environmental issues (Cowton & Thompson, 2000). But through their financing intermediation, 
they are promoting commercial activities they act as facilitators by providing the fund to sustain 
the production process that eventually destroys the natural environment (Islam, Ahmed, & 
Hasan, 2012). Thus banks should acknowledge the responsibility of involving in environmental 
degradation indirectly and recognize their environmental, social responsibility, which is a part 
of their CSR, to strike a balance between social and economic goals to support the efficient use 
of resources. It is not just obeying the laws and philanthropy rather an attempt to ensure their 
sustainability and profitability (Islam et al., 2012). 
 
CSR is particularly important in the banking sector because of different reasons. First, from 
public's and the regulator's views, engagement in CSR activities is a means for banks to 
compensate for the use of considerable resources from the society instead of from their 
shareholders (Shen, Wu, Chen, & Fang, 2016). Though Wu and Shen (2013) argued that, during 
the financial crisis, governments employed public funds to bail out distressed banks. Thus, 
companies borrow money from banks to allow them to overcome challenging financial 
situations. These explicit benefits from outside sources brought considerable cost reductions in 
banks compared with non-banking sectors. Also, Scholtens (2008) mentioned that specialized 
banks in member countries of the Organization for Economic Cooperation and Development 
(OECD) offer savings accounts to the public, with the declaration that the said savings would 
be used to finance the community investments in the region. Thus, banks in most countries are 
involved in economic activities aimed at sustainable development.  
 
Second, from a bank manager's view, CSR is one of the approaches that can acquire a higher 
sense of trust from the customers and enhance the reputation of a bank. CSR is specifically 
important for the banking industry because banks sell intangible products to individuals who 
may not be equipped with financial knowledge. Depositors only receive a “paper” and are 
unaware of where their funds will be after depositing them in banks (Shen et al., 2016). Banks 
engaging in CSR must be committed not to exploit their customers. Reputation enhancement 
also motivates banks to conduct CSR activities and should exhibit considerable attention to 
CSR to gain customer trust. 
 
Third, bank lending is critical to the growth of industries, including unethical businesses that 
handle blood diamonds, pollution, casinos, and guns. Organizations in these categories are 
notorious for raising funds from capital markets and thus rely on funding from banks (Shen et 
al., 2016). However, beginning 2003, international banks adopting the Equator Principles have 
been required to finance projects reflecting social responsibility and engage in sound 
environmental management practices instead of catering to ethically disputed industries 
regardless of the profitability of the business (Shen et al., 2016). The bank can withdraw their 
funding in case a breach of contract occurs on the part of the borrower. Thus, CSR in the 
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banking sector influences industrial sectors to some extent. CSR engagement of banks adopting 
the Equator Principles may involve real costs (Deutsche & Pintér, 2016). 
 
Not surprisingly, only recently has research been addressing the relationship between CSR and 
financial performance of the banking industry. Although still insufficient to draw universal 
conclusions, there is some evidence that adopting CSR for strategic, and selfless motives have, 
a positive, negative and inexistent relationship with banks’ financial performance (Wu & Shen, 
2013). Accordingly, Scholtens (2008) revealed a positive and significant relationship between 
banks’ CSR score and their financial size and quality between 2000 to 2005. Furthermore, Wu 
and Shen (2013) studied the performance of 162 banks in 22 countries from 2003 to 2009 and 
revealed that CSR is positively associated with financial performance, particularly regarding 
net interest income, return on equity, (ROE), return on assets (ROA), and non-interest income. 
Furthermore, Simpson and Kohers (2002) reported a positive relationship between CSR and 
financial performance in US national banks by employing the ordinary least square (OLS) 
method. 
 
Furthermore, Carroll (1991) proposes four dimensions of corporate social responsibility in line 
with his definition: economic, legal, ethical, and philanthropic, discretionary, or voluntary. In 
turn, the EC (2001) makes a clear distinction between internal and external CSR dimensions. 
While the former entails activities involving management of natural resources and 
environmental impacts, adaptation to change, health and safety at work, and human resources 
management, the latter encompasses topics such as global environmental concerns, human 
rights, suppliers and consumers, business partners, and local communities (EC, 2001). 
Interestingly, Dahlsrud (2008) found the most referred dimensions across 37 CSR definitions 
to be as follows: environment, voluntariness (philanthropy), economic, social, and stakeholder.  
The effect of CSR on financial performance is becoming increasingly important to a broad 
range of corporate stakeholders, such as investors and strategic managers. Different 
methodological approaches have been developed to assess the CSR performance, such as 
reputation indices, single- and multiple-issue CSR indicators and content analysis of annual 
CSR disclosure  (Giannarakis, Konteos, Zafeiriou, & Partalidou, 2016). Some empirical studies 
have been developed to test the relationship between CSR and financial performance. Studies 
that have attempted to find out the relationship between CSR and financial performance can be 
categorized based on their outcomes; positive relationship, negative relationship, or no 
significant relationship. The studies in which positive relation between CSR and financial 
performance were found dominate the empirical literature (Brammer et al., 2007; Callan & 
Thomas, 2009; Cheng, Lin, & Wong, 2016).  A negative relationship between CSR and 
financial performance was found by (Becchetti & Ciciretti, 2008; Lioui & Sharma, 2012; Soana, 
2011) while it was in only very few studies that no significant relation was found between CSR 
and Financial Performance (Aupperle et al., 1985; Chih et al., 2010). 
 
Furthermore, Margolis and Walsh. (2001), reviewed 80 empirical studies revealed that 43 of 
the studies showed a positive relationship between the two concepts, 19 revealed no 
relationship, 15 showed mixed results, and only three concluded to a negative relationship. This 
divergence of findings creates a gap in the knowledge CSR and Financial Performance. Also, 
Griffin and Mahon (1997) analyzed 62 empirical results on the relationship between CSR and 
financial performance and found that there were 33 studies revealed a positive correlation, 20 
of them report a negative relation, while only 7 presented no relation results. Finally, In another 
meta-analysis on the relation between CSR and firm performance, Walsh, Weber, and Margolis 
(2003) reviewed 109 studies that observed the relationship between CSR firm performance. 
The results revealed that out of these 109 studies, 54 show a positive relationship, 28 studies 
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report insignificant relationships, 20 show mixed results, and seven studies report a negative 
relationship. Also, Roman, Hayibor, and Agle (1999) reviewed 52 studies to examine the 
relationship between CSR and financial performance of an organization. The results of the 
analysis revealed 33 studies revealed a positive relationship between CSR and financial 
performance, while five studies reported a negative relationship lastly 14 studies showed no 
relationship at all.  
 
From the above inconsistent findings for the relationship between CSR and Financial 
Performance are still far from clear. CSR commitment is perceived as a competitive 
disadvantage because costs can affect negatively corporate profits, employee wages, product 
prices, and dividends (Reinhardt & Stavins, 2010). Friedman (1970) supports that a company 
should use corporate resources and employ activities that will increase its profits. In another 
perspective, the stakeholder theory supports the positive relation between CSR and financial 
performance (Donaldson & Preston, 1995). Satisfying the implicit stakeholders expectations 
has a positive effect on its financial performance by improving a company’s reputation to 
citizens by attracting the interest of stakeholders and investors (Brammer et al., 2007) whilst 
disappointing stakeholders may have a negative relationship between CSR and financial 
performance (Giannarakis et al., 2016; Makni, Francoeur, & Bellavance, 2009; Preston & 
O’bannon, 1997). 
 
Conceptual Framework  
One of the most widely accepted definitions of CSR is by Carroll, who views corporate social 
responsibility to encompass the economic, legal, ethical, and discretionary (philanthropic) 
expectations that society has on organizations. Despite the inconsistencies in the reviewed 
studies above. Hence, this study will adopt the four dimension of CSR from Carroll pyramid in 
determining its effects on the performance of banks. The performance of banks will be 
measured by both the financial and the nonfinancial construct. Below is the research 
framework: 
 
Independent Variable        Dependent 
Variable 
 
 
 
 
 
 
 
 
 
Figure 2: Proposed Conceptual Framework 

 

Conclusion 
The research finding depends on the results of hypotheses test. However, this study review and 
theoretically, examine the relationship between CSR (economic, legal, ethical, and 
philanthropic) and bank performance (financial and non-financial). From the comprehensive 
review of past researchers in this area, it is found that CSR has a significant positive relationship 
with bank performance. Precisely, the review has shown that CSR has a positive relationship 

CSR  
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Ø Philanthropic 

Responsibilities 
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Ø Financial 
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with bank performance because banks can possess better ability to gain consumers' acceptance 
due to their CSR efforts during a financial crisis. This study may, in a long way, support by 
providing input to policymakers in making various business decisions. 
 
Also, having an understanding on how CRS relates with bank performance, various parties such 
as government regulators and other financial institutions regulatory bodies should encourage 
banks to adopt CSR, which increases profits and consequently enhances the safety and 
soundness of the banking system. Bank managers can also convince the board to engage in 
more CSR activities as an important part of their strategic initiatives, which align the interests 
of the society, environment, and government with those of the investors. More so, intended 
scholars in this area of research can empirically provide evidence(s) on the established 
relationship between the variables selected in this study, add other additional variables like 
moderating variable (s) such as corporate governance, government policies, etc. can be 
considered by future researchers. 
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Abstract: This study assessed the incidence, depth, and severity of poverty in Yobe State, 
Nigeria. The paper dwelled extensively on the point-in time poverty (current poverty) and the 
three (3) components that made it; these are: the incidence of poverty (head count ratio), Depth 
of poverty (poverty gap) and severity of poverty (poverty gap squared). It employs the multi-
stage purposive random sampling technique to select 300 respondents from the three local 
government areas namely; Damaturu, Geidam, and Potiskum (100 respondents per local 
government). A descriptive statistics for socio-economic characteristics of the respondents, and 
the Foster, Greer and Thorbecke (FGT) index analysis were used to analyze the incidence, 
Depth and severity of poverty in Yobe State. The results revealed that: head count ratio, poverty 
gap and severity of poverty in the state are high and stand at 63.67%, 28.39%, and 12.66 
respectively. The FGT index analysis for head count ratio, poverty gap and severity of poverty 
in the three (3) local government areas revealed in composite: (70%, 62%, 59%), (32.51%, 
23.48%, 25.71%), and (15.11%, 8.89%, 14.42%) respectively. The study recommends that a 
provision of safety nets, such as compulsory and free education, health facilities, better housing 
(low cost), pipe borne water, sustainable environmental sanitation, free or subsidized farm 
inputs of (hybrid seeds, fertilizers, herbicides, pesticides, insecticides, and farm tools or 
implements) to the people of Yobe State can build their capacities and increase their incomes.  

 
Keywords: Poverty incidence, Poverty depth, Poverty severity, FGT Index, Yobe state, 
Nigeria. 
 
 
Introduction 
Poverty has many different definitions from many angles and perspectives. Poverty in its most 
general sense is the lack of necessities.  Basic food, shelter, medical care, and safety which are 
generally thought as necessary based on shared values of human dignity. However, what is a 
necessity to one person is not uniformly a necessity to others (Bradshaw, 2006). Needs may be 
relative to what is possible and are based on social definition and past experience (Sen, 1999).  
Valentine (1968) says that “the essence of poverty is inequality.  In slightly different words, the 
basic meaning of poverty is relative deprivation.”  A social (relative) definition of poverty 
allows community flexibility in addressing pressing local concerns, while objective definitions 
allow tracking progress and comparing one area to another.  The most common “objective” 
definition of poverty is the statistical measure established by the federal government as the 
annual income needed for a family to survive.  The “poverty line” was initially created in 1963 
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by Mollie Orshansky at the U.S. Department of Agriculture based on three times her estimate 
of what a family would have to spend for an adequate but far from lavish diet.  According to 
Michael Darby (1997:4), the very definition of poverty was political, aimed to benchmark the 
progress of poverty programs for the War on Poverty.  Adjusted for inflation, the poverty line 
for a family of four was $17,050 income in 2000 according to the US Census.  Most poverty 
scholars identify many problems with this definition which is related to concepts of family, 
cash income, treatment of taxes, special work related expenses, or regional differences in the 
cost of living (Blank 1997:10; Quigley, 2003). 
 
Because of the importance attached to poverty and its devastating effects. One hundred and 
eighty nine (189) countries ganged up under the auspices of United Nations (UN) Sustainable 
Development Goals (SDGs) to single out and project the ending of poverty in all its forms 
everywhere from December 2015 to December 2030. The ending of poverty is the first among 
the seventeen (17) goals of SDGs. (SDGs Booklet, 2017).  
The National Bureau of statistics (NBS, 2020) reported that poverty and inequality from 
September 2018 to October 2019, reveals that 40 percent of Nigerians lived below poverty line 
of 137,430 naira (USD 381.75) per year. Which represent 82.9 million people.   
The aim of this paper is to dwelled extensively on the point-in time poverty (current poverty) 
and three (3) components that made it; these are: the incidence of poverty (head count ratio), 
Depth of poverty (poverty gap) and severity of poverty (poverty gap squared) in Yobe state, 
Nigeria and the paper is restricted to Yobe state. The $2.00 per day was also chosen as poverty 
line for this study. The rest of the paper is separated into: Literature review, Methodology, 
Discussions of results, and Conclusions. 
 
Literature Review 
 
Conceptual Literatures: 
Absolute poverty: Is a condition characterized by severe deprivation of basic human needs, 
including food, safe drinking water, sanitation facilities, health, shelter, education and 
information. It depends not only on income but also on access to services (United Nations, 
1995). Concern for such absolute poverty is naturally greater where there is a risk of destitution 
than where all have access to means of survival (Laderchi, Saith, & Stewart, 2003).  
 
Relative poverty: Is a standard which is measured in terms of the society in which an individual 
lives and which differs between countries and over time.”  An income-related example would 
be living on less than 60% of median United Kingdom household income adjusted for 
household size and after housing costs (Joseph Rowntree Foundation [JRF], 2013).  
 
Poverty line: Is the minimum level of income deemed adequate in a particular country" 
(Ravallion, 1992). To aid in cross-country comparisons, in 2008, the World Bank revised its 
international poverty line to $1.25/day at 2005-based purchasing-power parity (Ravallion, 
Shaohua, & Sangraula, 2009).  
 
Poverty trap: Is a state where poverty tends to persist due to "self-reinforcing mechanisms" 
(Azariadis & Stachurski, 2005). These negative feedbacks are found between poverty and a 
number of circumstances such as undernourishment, lack of access to insurance, population 
growth, a degraded environment and even economic growth.  
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The Three Components of FGT poverty index Measures:   
i Headcount Index: By far, the most widely used measure is the headcount index, which simply 
measures the proportion of the population that is counted as poor, often denoted by P0. The 
greatest virtues of the headcount index are that it is simple to construct and easy to understand. 
These are important qualities. However, the measure has at least three weaknesses: First, the 
headcount index does not take the intensity of poverty into account. Second, the headcount 
index does not indicate how poor the poor are, and hence does not change if people below the 
poverty line become poorer. As a welfare function, the headcount index is unsatisfactory in that 
it violates the transfer principle (Ravallion, 1996a). 
 
ii Poverty Gap Index: This measures the mean proportionate poverty gap in the population 
(where the non- poor have zero poverty gap). Some people find it helpful to think of this 
measure as the minimum cost of eliminating poverty (relative to the poverty line), because it 
shows how much would have to be transferred to the poor to bring their incomes or expenditures 
up to the poverty line (as a proportion of the poverty line). The minimum cost of eliminating 
poverty using targeted transfers is simply the sum of all the poverty gaps in a population; every 
gap is filled up to the poverty line. However, this interpretation is only reasonable if the transfers 
could be made perfectly efficiently, for instance, with lump sum transfers, which is implausible. 
Clearly, this assumes that the policy maker has a lot of information. One should not be 
surprised; to find that a very “pro-poor” government would need to spend far more than this in 
the name of poverty reduction. 
Thus this measure is an indicator of the potential saving to the poverty alleviation budget. The 
smaller the poverty gap, the greater the potential economies for poverty alleviation budget from 
identifying the characteristic of the poor-using surveys or other information-so as to target the 
benefits and programs. 
 
iii Squared Poverty Gap (Poverty Severity) Index: This is simply a weighted sum of poverty 
gaps (as a proportion of the poverty line), where the weights are the proportionate poverty gaps 
themselves. The measure implicitly puts more weight on observations that fall well below the 
poverty line. An important aspect in poverty analysis is the setting of poverty lines below which 
persons are considered to be poor and above which they are not poor. The food component of 
the poverty line is divided by some estimate of the budget share devoted to food to obtain the 
overall poverty line. The non food component is then realized by taking the difference between 
the overall and the food poverty lines. The problem here is that the determination of the budget 
share devoted to food is likely not to be a transparent process (Ravallion, 1998). Due to the 
intrinsic weaknesses in the FGT measures, the Food Energy Intake (FEI) and CBN measures 
and in general all summary measures of food poverty, what is ideally needed is an approach 
that is good as the choice of food poverty line or measure. 
 
There is a lack of consensus on how to measure poverty in general, even though poverty indices 
and poverty profiles are increasingly being used as guides in targeting resources to reduce 
poverty. An allocation that is efficient according to one methodology may yield unacceptable 
results when a different methodology is applied. 
 
Results from poverty studies are also sensitive to the choice of poverty line (the means of 
identifying the poor) and poverty measure (the measure obtained when aggregating incomes or 
expenditures of households below poverty line). Since the choices are typically at the discretion 
of the analyst, this has given rise to the suggestion that the results obtained are not robust. 
Potentially different results could be obtained by the choice of a different poverty line or 
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measure. Moreover, few conclusions can be drawn if poverty trends differ substantially when 
different poverty measures are applied or the position of the poverty line is changed. 
 
Analysts have tried to overcome the problem by employing a number of poverty lines/measures 
but this only partially overcomes the problem since it may still be possible to obtain different 
results by the choice of another poverty line. Thus, what is ideally needed is an approach that 
is robust to the choice of poverty line. Reducing poverty and improving household food security 
is an important policy instrument for the development in Africa. Many pro-poor development 
programs have been introduced over the past decade to bring the cycle of poverty and food 
insecurity to an end (Ngunyi, 2015). 
 
Empirical Evidences: 
The empirical literatures would be based on the Foster, Greer and Thorbeck (FGT) index (1984) 
class of decomposable poverty indices methodologies of analysis. Some of the studies that used 
FGT index in Nigeria and elsewhere around the world are: Adepoju and Yusuf (2012), Gowon, 
Moses, & Stephen (2013), Cletus (2014), Sani (2017), Ayehu (2005), and Farah (2016). 
 
Adepoju and Yusuf (2012) assessed Poverty and Vulnerability in Rural South-West Nigeria. 
The study investigates poverty in rural South-West Nigeria (SWN). Primary data were collected 
from 582 rural households in a two-wave panel survey employing a multi-stage sampling 
technique. The data were analyzed using; Foster, Greer and Thorbecke (FGT) poverty measure; 
the incidence of poverty as 35.0% and 43.6% for the first and second periods.  Poverty lines of 
N3313.57 and N4093.21 were estimated for the two periods, respectively. 
 
Gowon, Moses, & Stephen (2013), in their study Determinants of Households’ Poverty and 
Vulnerability in Bayelsa State of Nigeria analyzed household poverty and vulnerability to 
poverty in Bayelsa state of Nigeria using National Bureau of Statistic 2009-10 NLSS data. A 
poverty line of N22393.62 was constructed. Results from FGT model showed poverty 
incidence, gap and severity to be 25, 14.26 and 8.6 percent respectively.  
 
Cletus (2014) studied Poverty and Welfare Status of Households in Eastern Senatorial District 
of Kogi State, Nigeria. The  study  advances  to  find  out  the  welfare  status and  poverty  
situation  of  households  in  Eastern Senatorial District of Kogi State. The analysis of data was 
done by Foster, Greer, & Thorbeck (FGT) poverty analysis. The result shows that the average 
poverty for instance increases by 23.3% of those above poverty line.  
 
Ayehu (2005) assessed the Rural Poverty Situation and Determinants: The case of Kersa 
Kondaltity Woreda, South West Shewa, Ethiopia. The food and total poverty lines were found 
to be Birr 649.87 and 838.65/adult/annum respectively. A foster, Greer and Thorbecke (FGT) 
index analysis were used to analyse the incidence, depth and severity of food poverty of 
poverty. The result shows that the total poverty was found to be 45.5, 27.2 (9.9 percent).  
 
Farah (2016) presents a study Dimensions and Determinants of Poverty in Agro-Pastoral 
Households of Kabribayah District, Fafan Zone, Somali Regional State, Ethiopia. A FGT index 
was used. The FGT poverty index revealed that nearly 52% of the sample households live below 
poverty line with poverty gap and poverty severity index of 0.1456 and 0.0462, respectively. 
 
From the foregoing reviews it is evident that there are few literatures fully containing incidence, 
depth, and severity of poverty in Nigeria and relatively none in the study area. While the works 
reviewed above provide guides, this study will make attempts in filling the gaps like absence 
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of such information in this part of the country (Yobe state). The use of an appropriate and sound 
methodology in assessing the situation in Yobe state will be presented.  
 
Methodology 
 
The Study Area 
The study area is Yobe State which is located in the Northeastern corner of Nigeria with 
Coordinates of 12°00′N 11°30′E. It was carved out from former Borno State on August 27, 
1991.The capital of Yobe state is Damaturu and it is nicknamed as the Pride of the Sahel. With 
Total land Area of 45,502 km2 (17,568 sq mi) and a population estimate of 2,321,591(census, 
2006). The state borders the Nigerian states of Bauchi, Borno, Gombe, and Jigawa. It also 
borders with Diffa and the Zinder Regions of the Republic of Niger to the north. Because the 
state lies mainly in the dry savanna belt, the state is hot and dry for most of the year, except in 
the southern part of the state which has a milder climate. It consists of seventeen (17) Local 
Government Areas of: Bursari, Damaturu, Geidam, Bade, Gujba, Gulani, Fika, Fune, Jakusko, 
Karasuwa, Machina, Nangere, Nguru, Potiskum, Tarmuwa, Yunusari, and Yusufari. It has rich 
fishing sites and mineral deposits of gypsum in Fune LGA, kaolin, and quartz. The state is also 
said to have one of the largest cattle markets in West Africa located in Potiskum. The major 
ethnic group living in Yobe State is Kanuri. Other ethnic communities include Ngizim, Karai-
Karai, Bolewa, Bade, Hausa, Ngamo and Shuwa. Fulani, Bura and Maga also exit in the state. 
 
Sampling Techniques and Sample Size 
A purposive and multi-stage random sampling technique was used for this study. The first stage 
involves the selection of the three (3) LGAs of (Damaturu, Geidam, and Potiskum) out of the 
17 LGAs in Yobe State. The second stage was the selection of ten (10) Demarcated 
Enumeration Areas (EAs) based on the National Housing and Population Census (2006). The 
third stage was the random selection of ten households in each of the (EA’s). This would make 
a total of three hundred (300) households as respondents which was used for the study. 
 
Foster, Greer and Thorbeck (FGT) Index Poverty Analysis 
One poverty measure that has been found manageable in presenting information on the poor in 
an operationally convenient manner is the FGT measure developed by Foster et al., (1984). The 
FGT measure helps quantify three well known elements of poverty, namely; incidence, depth 
and severity of poverty (Nelima, 2013). The index is defined as:  
 

 
Where;  
z =Poverty line   
m = Number of households below poverty line   
n= Number of households in the reference population/total sampled population  
yi= Per adult equivalent expenditure of ith household in time period t/the average income of 
poor households per day 

=Poverty aversion parameter   
Z- yi = Poverty gap of the ith household in time period t  

   = Poverty gap ratio at time period t 
   α = FGT index and takes the values of 0, 1 or 2.  
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If Pα is substituted by P0, P1 or P2, then it is used for measuring incidence, depth and severity 
of poverty in the state respectively.   
Here: Pα = Po and Z =$2 per head per day (i.e ₦800 per day). 
In order to examine the incidence (head count ratio), depth (poverty gap), and severity (poverty 
gap squared) of poverty in Yobe State of Nigeria; the Foster, Greer and Thorbeck (FGT) index 
(1984) was used. In doing so, the values of:  n, m, yi derived by using FGT index formula:  
 
Results Analysis and Discussion 
 
Table 1: Descriptive statistics of the respondents 

Variables Obs. Mean Std. Dev Min Max 
Gender 300 0.68 0.4672556 0 1 

Age 300 33.923 10.02809 24 51 
Household size 300 7.4133 4.632569 3 16 

Occupational status 300 2.1067 1.07352 1 5 
Dwelling type 300 2.37 1.277448 1 5 
Credit facility 300 0.5967 0.4913862 0 1 

Membership of clubs 300 0.4467 0.497981 0 1 
Monthly food expenses 300 221163.31 13808.23 10,000 51,000 

Monthly income 300 25071.67 16398.69 10,000 51,000 
Source: Field survey, (2016) 
 
Table 2: Computation of Values for measuring incidence of poverty in Yobe State  

LGAs N m yi (₦) 

Damaturu 100 70 428.33 
Geidam 100 62 497.04 
Potikum 100 59 404.52 

Source: Field Survey, (2016) 
 
From the computations on Table 2, it is evident that the average expenditure of an adult per day 
stands at ₦428.33 in Damaturu, ₦497.04 in Geidam and ₦404.52 in Potiskum. This indicates 
that: Geidam has the highest average number of poor households than Damaturu and Potiskum 
respectively based on the income data. This may be accounted for by the comparative vibrant 
economic activities in the LGA resulting from the Cattle, Donkey, sheep, goat, cereal and 
vegetable (i.e. Onion, Pepper) market. Column 3 of Table 2 is translated into Table 3; Table 5; 
and Table 7 to capture the incidence, depth, and severity of poverty in the LGAs of Yobe State 
more clearly. 
 
Table 3: Incidence of poverty (%) for three local government Areas of Yobe State 

LGAs Poor Non-poor 

Damaturu 70 30 
Geidam 62 38 

Potiskum 59 41 
Source: Computed from table 2 
 
Table 3 reveals that in the selected LGAs, the incidence of poverty in Damaturu is highest with 
a rate of 70%, which is quite high. That of Geidam stands at 62%, while that of Potiskum is 
59%. This indicates that Damaturu has the highest incidence of poverty among the three LGAs. 
The reason for this variance is the fact that as an urban centre, it attracts a lot of youths seeking 
white collar jobs from the State government. These youths end up without anything to do, as 
such leave them with little or nothing to spend. 
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To capture the incidence of poverty in the state, the FGT index is computed as follows:          

 
Where: 
α=0 for incidence (head count ratio) of poverty 
m=191 as captured in the responses as those below $2 per day (₦800) poverty line 
n=300 as the total number of respondents 
yi=₦443.28 which is the average income of poor households of the respondents per day 
 
0.63667˟ 100% 
63.67% 
 
From the computation, Table 4 is extracted. 
 
Table 4: Values of variables used to obtain incidence of poverty (%) in Yobe State 

n m yi(₦) Poor Non-Poor 
300 191 443.28 63.67 36.33 

Source: Field Survey, (2016) 
 
Table 4 reveals the poverty incidence for the whole Yobe state. Evidently, the poverty level 
among the people of Yobe state is high and stands at 63%. This leaves the non poor at 37%. 
Therefore the null hypothesis which states that there is no incidence of poverty in Yobe State 
of Nigeria is rejected, in favour of the alternative hypothesis that there is a high incidence of 
poverty in Yobe State of Nigeria.  
 
Table 5: Depth of poverty (%) in three local government Areas of Yobe State 

LGAs Poor Non-poor 

Damaturu 32.51 67.49 
 Geidam 23.48 76.52 
Potiskum 25.71 74.29 

Source: Computed from table 2 
 
Table 5 reveals that, the depth of poverty in Damaturu is highest with a rate of 32.51%, which 
is quite high. That of Geidam stands at 23.48%, while that of Potiskum is 25.71%. This indicates 
that Damaturu has the highest depth of poverty among the three LGAs; Follows by Potiskum 
and then Geidam. The reason for this variance is in tandem with the incidence of poverty. 
To capture the depth of poverty (poverty gap) in the state, the FGT index is still computed with 
the substitution Pα =1 as follows:          

 
Where: 
α=1 for depth (poverty gap) of poverty 
m=191 as captured in the responses as those below $2 per day (₦800) poverty line 
n=300 as the total number of respondents 
yi=₦443.28 which is the average income of poor households of the respondents per day 
0.63667(0.4428) 
0.283891˟100% 
28.39% 
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From the computation, Table 6 is extracted. 
  
Table 6: Values of variables used to obtain depth of poverty (%) in Yobe State 

n M yi(₦) Poor Non-Poor 
300 191 443.28 28.39 71.61 

Source: Field Survey, (2016) 
 
Table 6 reveals the depth of poverty for the whole Yobe state. Evidently, the poverty depth 
level among the people of Yobe state is 28.39%. Therefore, the null hypothesis which states 
that there is no depth of poverty in Yobe State of Nigeria is rejected in favour of the alternative 
hypothesis that there is a level of poverty depth in Yobe State of Nigeria.  
  
Table 7: Severity of poverty (%) in three local government Areas of Yobe State 

LGAs Poor Non-poor 

Damaturu 15.11 84.89 
Geidam 8.89 91.11 

Potiskum 14.42 85.58 
Source: Computed from table 2 
 
Table 7 reveals that in the selected 3LGAs, the severity of poverty in Geidam is the lowest with 
a rate of 8.89%, while that of Damaturu is 15.11%. This indicates that Damaturu has the highest 
of severity poverty among the three LGAs. The reason for this variance is in tandem with the 
reasons as at the incidence and depth of poverty respectively. 
To capture the incidence of poverty in the state, the FGT index is still computed as follows:          

 
Where: 
α=2 for severity (poverty gap squared) of poverty 
m=191 as captured in the responses as those below $2 per day (₦800) poverty line 
n=300 as the total number of respondents 
yi=₦443.28 which is the average income of poor households of the respondents  
 
0.63667 
0.1266˟ 100% 
12.66% 
 
From the computation, Table 8 is extracted. 
 
Table 8: Values of variables used to obtain severity of poverty (%) in Yobe State 

 n  m yi(₦) Poor Non-Poor 
300 191 443.28 12.66 87.34 

Source: Field Survey, (2016) 
 
Table 8 reveals the severity of poverty for the whole Yobe state comprises of all the local 
government areas in the study area. Therefore, the severity level among the people of Yobe 
state stands at 12.66%. This leaves the non severed households’ at 87.34%. Therefore the null 
hypothesis which states that there is no severity of poverty in Yobe State of Nigeria is rejected 
in favour of the alternative hypothesis that there is a severity of poverty in Yobe State of 
Nigeria.  
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Table 9: Incidence, Depth and Severity of poverty (%) in 3 local government Areas of 
Yobe State 

LGAs Incidence of poverty 
FGT α=0 ×100  
(Head count ratio) 
 

Depth of poverty 
FGT α=1×100  
(Poverty gap) 
 

Severity of poverty 
FGT α=2×100 
(Poverty gap squared) 
 

Damaturu 70 32.51 15.11 
Geidam 62 23.48 8.89 

Potiskum 59 25.71 14.42 
Source: Field Survey, (2016) 
 
Table 10: Incidence, Depth and Severity of poverty (%) in Yobe State 

Incidence of poverty 
(Head count ratio) 
FGT α=0 ×100  
 

Depth of poverty 
(Poverty gap) 
FGT α=1×100  
 

Severity of poverty 
(Poverty gap squared) 
FGT α=2×100 

63.67 28.39 
 

12.66 

Source: Field Survey, (2016) 
 
 
Conclusions 
The study examined the Incidence, Depth, and Severity of Poverty in Yobe State, Nigeria. 
Using the FGT Poverty index Approach developed by Foster, Greer and Thorbeck (1984). The 
paper dwelled extensively on the point-in time poverty (current poverty) and three (3) 
components that made it; these are: the incidence of poverty (head count ratio), Depth of 
poverty (poverty gap) and severity of poverty (poverty gap squared) in Yobe State, Nigeria. It 
employed a purposive and multi-stage random sampling techniques and a data from well-
structured questionnaires to select 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 analyze the incidence, Depth and 
severity of poverty in Yobe State. The results revealed that: head count ratio, poverty gap and 
severity of poverty in the state is high and stands at 63.67%, 28.39%, and 12.66 respectively. 
The result is in conformity with those of: Adepoju and Yusuf (2012), Gowon S. E., Moses T. 
K., Stephen, S. T. (2013), Cletus, I. U. (2014), Sani, A. (2017), Ayehu, M.T. (2005), and Farah, 
S. F. (2016) who found that the incidence of poverty in Nigeria is high. These results suggest 
that the Incidence, Depth, And Severity of Poverty in Yobe State, Nigeria is high and indeed a 
course for worried. 
 
Recommendations 
The research recommends that government should provide among others: basic social amenities 
such as; better housing (low cost), pipe borne water, sustainable environmental sanitation. 
Government should also provide free or subsidized farm inputs and implements to the study 
area. 
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Abstract: Income poverty reduction has generally been considered as phenomenon that should 
arise from growth in a nation’s real GDP per capita. However, empirical evidences have shown 
conflicting results on the impact of growth and pattern of growth on poverty reduction. It is for 
this reason that this study was designed to investigate the impact of sectoral composition of 
economic growth on income poverty reduction in Nigeria from 1981-2018. The study adopted 
ex post facto research design using the Ordinary Least Square (OLS) technique to analyse time 
series data sourced from National Bureau of Statistics (NBS) and World Development Indicator 
(WDI). The findings revealed that since the values of βJ are non-zero, therefore, the pattern of 
growth was found to be highly significant in achieving a poverty reducing growth in real GDP 
per capita in Nigeria. Also the study found that growth originating from the agriculture sector 
has the highest elasticity of poverty reduction. Growth from services sector was also found to 
have significant impact on poverty reduction, but not as much as that of the agriculture sector. 
However, growth emanating from the industrial sector is positively related to poverty reduction 
because it has positive elasticity of poverty reduction. In view of the findings, the study 
concluded that the pattern or source of growth actually matters in achieving income poverty 
reduction in Nigeria. While growth from the service sector could be poverty reducing, growth 
emanating from the agriculture sector has the highest potential for poverty reduction. However, 
growth originating from the industrial sector does not contribute to poverty reduction, but it 
aggravates poverty.  

 
Keywords:  Economic sector, income poverty, output growth, poverty reduction and pattern of 
growth. 
 
Introduction 
The adoption of various strategies of economic development in an effort to achieve the 
Millennium Development Goals (MDGs) among developing economies has resulted in 
phenomenal growth of these various economies. Studies have shown that growth can only be 
sustainable and inclusive if it leads to reduction in poverty (Anand, Mishra & Peiris, 2013). 
Empirical studies have, however, revealed variations in the impact of these growth experiences 
among developing economies. While some growth experiences have shown to be pro-poor, 
others have left no significant impact on the majority of the poor people within these economies. 
The processes and benefits of most of these growths have continued to favour the few rich at 
the expense of the majority poor. Even the introduction of palliative measures could not reduce 
this obvious pro-rich economic growth experiences of most developing countries (Ali & 
Zhuang, 2007; Chuhan-Pole, 2014; Montalvo & Ravallion, 2010). 
 
Empirical studies in the literature have further laid credence to the fact that irrespective of the 
annual growth in a nation’s real GDP, what should be of primary concern in achieving a pro-
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poor growth is the source of such growth. That is which of the three main sectors of agriculture, 
industry and service provides the necessary drive for a pro-poor growth in the economy under 
consideration. Arising from this, therefore, are two fundamental issues of economic growth: the 
impact of growth in the real GDP on poverty reduction and the roles of each of the economic 
sectors in achieving a pro-poor economic growth.  That is, the interest of economic development 
policy makers is not just to grow the economy in order to reduce the level of poverty, but to 
also identify which of the economic sectors can better drive a pro-poor growth.  
 
Studies from developing economies on the impact of the sources of economic growth on 
poverty reduction have revealed different results across nations. According to Chuhan-Pole 
(2014), poverty was found to have declined at lower rates of 13% in 1990 to 4% in 2010 in 
response to growth in the real GDP of some developing countries. In some other countries like 
Nigeria, it was, however, found the relationship between poverty reduction and growth in output 
is sometimes positive (Chuhan-pole, 2014). This implies that as the real GDP increases, poverty 
level also increases. The differences in these findings notwithstanding, it has been generally 
acknowledged that the economic structure has impacted significantly on the ability to achieve 
a pro-poor growth in any given economy. In this regard, several empirical studies have been 
undertaken on how to identify the economic sector that has a high level of growth elasticity of 
poverty reduction and make the benefit of growth broad based or inclusive (Ferreira, Leile & 
Ravallion, 2007; Loayza & Raddatz, 2010; Montalvo & Ravallion, 2009).  
 
Figure 1 shows that the per capita income (PCRGDP) in Nigeria has grown consistently 
between 1981 and 2018 at an average growth rate of 4%. However, poverty (Povrate) has not 
experienced any significant reduction with the exception of the period between 1999 and 2005. 
In the average poverty has continued to grow at an average rate of 1% between 1985 and 2018. 
Could this be a result of growth emanating from sectors that are dominated by the few rich 
people? Which sector is, therefore, likely to have a higher elasticity of poverty reduction, and 
hence has the greatest propensity for achieving a pro-poor growth in Nigeria’s per capita 
income? It is for this reason that this study seeks to investigate the impact of sectoral 
composition of economic growth on income poverty reduction in Nigeria. 

 
Figure 1: Growth in Per Capita Income, Sectoral Per Capita Income and Poverty Reduction. 
Source: Authors’ computation using eView 10  
 
The rest of the study is organised as follows: Section two provides a review of the existing 
literature on the subject of study. Section three presents the methodology which is made of 
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analytical framework, model specification and source of data. Section four considers data 
analysis, findings and discussion. Finally, section five presents the summary and conclusions. 
 
Literature Review 
With growth referred to in the literature as a rise in an economy’s GDP, real or nominal, 
overtime, sectoral composition of output is considered to be the decomposition of total output 
on the basis of the contributions of each economic sector to overall productivity. Poverty, on 
the other hand, has been a difficult concept to define because of its nature and the multi-
dimensional effects of it on individuals and economies. Poverty means lack of basic necessities. 
It widens the gap between individuals and creates economic and social inequality. When people 
are deprived of some basic needs, they are categorized as being poor. The concept of poverty 
line is based on what an individual would need to make a moderate (not lavish) living. In the 
literature, poverty has been described as a complex and multidimensional problem. 
 
Moreover, poverty can also be described as a state of deprivation or lack of resources to meet 
the basic needs. It shows the lack of essential facilities caused by inadequate income. In 2002, 
the World Bank Group described poverty as a fluid concept that has many definitions. It has 
social, cultural, economic, political and more recently, environmental dimensions.  It can be 
seen as hunger, lack of shelter or being sick and not being able to afford to see a doctor.  Poverty 
is, not being able to afford to go to school and not knowing how to read, not having a job; fear 
for the future; living one day at a time, losing a child to illness brought about by unclean water; 
powerlessness; lack of representation and freedom. Poverty means lack of income and 
productive resources sufficient to ensure sustainable livelihood. It manifests in hunger and 
malnutrition; ill health; limited or lack of access to education and basic services; increased 
morbidity and mortality from illness; homelessness and inadequate housing; social 
discrimination and social exclusion; it is also characterized by lack of participation in decision 
making and in civil, social and cultural life. 
 
 In view of this multi-dimensional nature, this study considers economic poverty which shall 
be defined as the economic conditions which prevents the people from enjoying certain minimal 
level of health, education, food, shelter and other basic needs because of paucity of financial 
opportunities (World Bank, 2014). This income poverty has been measured severally in the 
literature using the headcount (number of people living below poverty line), poverty gap or 
squared poverty gap (Chuhamn-Pole, 2014). 
 
The theoretical underpinning for the nexus between economic growth and poverty reduction 
has been located within the purview of pro-poor and structural change growth theories (Anand 
et al., 2013).  
 
While some empirical supports were found in the literature for this theoretical relationship in 
developed and some emerging economies, studies from developing economies have revealed 
conflicting results (Dursun & Ogunleye, 2016; Gangas, 2017; Ravallion, 2010). Findings from 
other empirical studies have also revealed that poverty reduction does not depend on the pace 
of growth alone, but much more on both the pattern of growth (Christiansen, Demery & Kuhi, 
2010; Christiansen & Kamiviski, 2015; Loayza & Raddatz, 2010; Montalvo & Ravallion, 2009; 
Ferreira et al., 2007). 
 
Chuham-Pole (2014) opined that the pattern of growth is, however, more significant because 
of the size of the sectors and differences in the participations of the poor in both the processes 
leading to the production of, and the benefits from the opportunities. Their study further 
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revealed that for Africa and Sub-Sahara Africa, poverty reduction emanated from growth 
resulting from both the agriculture and services sectors, as against the rest of the world where 
property reduction was from growth in the manufacturing and service sectors respectively. 
However, the country-specific studies of two of the six sub-Sahara Africa countries earlier 
studied by Chuham-Pole (2014) revealed the relative importance of the agriculture sector (Hill 
& Tsehaye, 2014; World Bank, 2014). In Ethiopia, for instance, an annual growth of 8% in its 
per capita income resulted in a drastic fall in the nation’s poverty rate. This was further found 
to have resulted from growth in the agriculture sector (Hill & Tsehaye, 2014). It was for this 
reason that Chuham-Pole (2014) suggested that further studies be carried out on each of the 
countries constituting the Sub-Saharan nations. 
 
Several studies have been carried out from the Nigerian economy on various issues relating to 
economic growth, pro-poor and inclusive growth (Ugwu, 2012; Ebong & Ogwunike, 2013; 
Ogbeide & Agu, 2015). Ijaiya, Ijaiya, Bello and Ajayi (2011) had earlier found that in Nigeria, 
while economic growth is essential for poverty reduction, results from empirical studies were 
not significantly in support of this assertion. It was only the initial level of economic growth 
that favoured poverty reduction. They were of the opinion that this could be because growth 
resulted from the rich-dominated sectors. To the best of our knowledge, however, no study has 
been done on finding the nexus between sectoral composition of output and poverty reduction 
in Nigeria. We are, therefore, encouraged to investigate the impact of sectoral composition of 
growth in per capita income poverty reduction in Nigeria. 
 
Methodology 
While empirical researches on the effects of economic growth on poverty reduction have been 
conducted by several researchers for the developed, emerging and developing economies, 
analysis of the nexus between sectoral composition of growth in per capita income and poverty 
reduction is as recent a phenomenon as the study on inclusive growth. This explains why there 
is a paucity of well-developed modeling framework in this area of study. Researchers have 
applied the Constant Elasticity of Substitution (CES) model (Loayza et al, 2010) and Ferreira 
model (Ferreira, Leite and Ravallion, 2007; Montavo and Ravallion, 2010 and Chuham-Pole, 
2014). Our study aligns with the Chuham-Pole (2014) modification of the Ferreira et al (2007) 
model because of the applicability to disaggregated sector, as against the CES model which 
based on a theoretical 2-sector model. Ferreira et al (2007) model originated from Ordinary 
Least Square (OLS) specification expressed as: 

     lnPit = ßAlnYAit + ßIlnYIit +ßSlnYSit + ∏i + ∪it ………..............1 
 
Where,  
Pit measures poverty in country i at time t for country i. A, I and S denote the various sectors 
(Agriculture, Industry and Service). YJit represents the real GDP per capita of the sector j in 
country I at time t. The error term includes a state fixed effect (∏I) and a time varying effect 
(∪it ), both of which might be auto correlated. 
According to Ferreira et al (2007), to introduce the growth dimension to the variables of study 
in equation 1 and eliminate the fixed effect in the error term, they adopted a first difference 
specification in which the growth rates are weighted by the initial output share of each sector 
in the overall real GDP per capita. Equation 1 thus becomes: 
   ΔlnPit = ßAitSAit-1ΔYAit + ßIitSIit-1ΔYIit + ßSitSSit-1ΔYSit + ∏Si + ∪it ………………….2 
 
Where Sjt-1 represents share of sector j in the total real GDP per capita for country i in time t. 
All other variables as earlier explained. 
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With the model specified as in Eq. 2 above, the regression coefficient (βK) can no longer be 
considered as the estimates of the elasticity, which are the results of the products of the sectoral 
output shares and the regression coefficients. 
Since model 2 was employed by Ferreira et al (2007) on a panel data to enable a study of 
multiple countries in the Sub-Sahara African, this study adapted a modified model 2 to enable 
a country-specific study using time series data. On the basis of the recommendations from 
Chuhan-Pole (2014), model 2 was also applied for country-specific analysis in Ethiopia (Hill 
& Tsehaye, 2014) and Rwanda (World Bank, 2014).  
Thus this study’s model is expressed as: 
  ΔlnPt = ßAtSAt-1ΔYAt + ßItSIt-1ΔYIt + ßStSSt-1ΔYSt + ∪t …………………..3 
 
Where   represents the growth in income poverty in time t.  
A, I and S represent the respective sectors (agriculture, Industry and Services) 
∆YJt denotes growth in sector j’s real per capita GDP in time t, and Sjt-1 stands for sector j’s 
share of the total real per capita GDP in time t. 
From the value of the regression coefficients of our model (ßJ), the sector’s growth elasticity of 
poverty reduction (ej) is further specified as: 

𝜺𝑱 = 𝜷𝑱 × 𝑺𝑱 ………………………………4 
 
Where ßJ is defined as the coefficient of the OLS regression  
 Sj. is the weighted average share of GDP per capita for each sector j. 
Our choice of variables is advised by the theoretical framework of the study which recognises 
the main productive sectors of any economy as the primary (agriculture), secondary 
(manufacturing) and tertiary (services) sectors. The study draws its data from the World 
Development Index (WDI, 2018), Nigeria’s National Bureau of Statistics (NBS, 2012; 2019). 
Measurement of the incidence of income poverty has been done severally in the literature with 
the applications of three different consumption-based methods. These are headcount index, 
poverty gap and squared poverty gap (Ravallion, 2010; Ferreira et al, 2007; Loayza et al, 2010 
& Chuhum-Pole, 2014). This study therefore, measures poverty incidence by using the 
headcount gap for reason of data availability and accessibility. The poverty gap is measured as 
the proportion of the population living under $1.50 per day. Output growth, on the other hand, 
is disaggregated into three sectors (agriculture, industry and services), where each sector’s 
output is the share of the sector from the total real GDP per capita. 
Since this study employs time series data for estimating the study variables, the variables are 
subjected to unit root test for stationarity. This is because the presence of unit root can lead to 
spurious result which can further compromise the integrity of the results and findings. Based 
on the outcome of the unit root test, the study employed the Ordinary Least Square (OLS) 
econometric technique to analyse time series data sourced from National Bureau of Statistics 
(NBS) and World Development Indicators (WDI).                                         
 
Results and Discussions 
As a pre-estimation, the study conducted a unit root test using both Augmented Dickey-Fuller 
and Phillip-Perron tests. Although there is a bit of similarity between the Augmented Dickey-
Fuller (ADF) and Phillips-Perron (PP) tests in that they usually give the same conclusions, the 
PP test has an added advantage of incorporating an automatic correction to allow for auto 
correlated residuals. The test results in Table 1 revealed that all variables are stationary at levels  
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Table 1: Unit Root Test Results 
Variables Levels Decision 

 ADF CRITICAL VALUE PP CRITICAL VALUE  
POVR -3.109872* -4.2296815 -2.975619* -4.2296815 1(0) 
PCIS -1.438067* -4.309824 -1.751830* -4.2296815 1(0) 
PCII -2.710319* -4.234972 -2.126531* -4.2296815 1(0) 
PCIA -2.110847* -4.234972 -2.017039* -4.2296815 1(0) 

Source: Authors’ computation using eView 
Note that *, ** and *** denote significance at 1%, 5% and 10% respectively  
 
Having resolved this, the study proceeded to carry out an econometric analysis of Eq.3 using 
OLS technique as previously mentioned. 
Table 2 presents the results obtained from our OLS analysis of data using equation 3 as 
previously explained. 
 
Table 2: Regression of Sectoral Growth and Poverty in Nigeria  

VARIABLES COEFFICIENTS/P-VALUES 
Agriculture -26.052 (0.022) 
Industry 41.905 (0.035) 
Services -6.137 (0.085) 
Observations 38 
R-Squared 0.22 

   Source: Authors’ estimate using eView 10 data from NBS (2019) and WDI (2018) 
 
It should be noted at this point that the results of the estimated parameters for agriculture, 
industry and services expressed in Table 2 are not the true measures of their elasticities of 
poverty reduction. This is because the specification of the model of study (Eq. 3) considers the 
weighted sectoral share of the sectors respectively (Igor, 2016), and not the actual share in the 
RGDP per capita. These estimated results revealed the relative importance of each variable of 
study in achieving the sustainable development goal of poverty alleviation or reduction in 
Nigeria. 
To determine the relative impact of the pattern of growth on income poverty reduction in 
Nigeria, the study, therefore, applied Eq. 4 to determine the sectoral elasticity of poverty 
reduction as previously expressed. The results of our analysis are presented in Table 3 below. 
 
Table 3: Growth Elasticity of Poverty Reduction by Sector 

ELASTICITY POVERTY GAP 
Agriculture -12.085 
Industry 4.63 
Services -2.612 

Source: Authors’ estimate based on NBS (2019) and WDI (2018) 
 
Table 3 presents the elasticities of poverty reduction for each of the explanatory variables of 
the study. This is a measure of the degree of responsiveness of poverty to a slight change in the 
value of the respective variable. With an elasticity value of -12.085 for the agriculture sector, 
the result revealed that a 1% increase in growth in real GDP per capita resulting from this sector 
decreases poverty by about 12.1%. For the services sector, the growth elasticity of poverty 
reduction is -2.61%. This implies that for every 1% growth in real GDP per capita emanating 
from the services sector, poverty reduces by 2.6%. For industrial sector, however, the study 
found that the growth elasticity of poverty reduction is 4.63%. This also implies that a 1% 
increase in the growth of real GDP per capita resulting from the industrial sector will further 
increase poverty rate by 4.63%. These findings conform to the findings from an earlier study 
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by Chuhan-Pole (2014) which concluded, among others, that growth emanating from the 
industrial sector does not have significant effect on poverty reduction in Africa. This could be 
due to the fact that major beneficiaries of in the industrial sector are the rich who are well above 
the $1.50 poverty line.  
 
Conclusion 
The main objective of the study is to investigate the impact of pattern of growth in output on 
income poverty reduction in Nigeria from 1981 to 2018. The findings revealed that since the 
values of βJ are non-zero, therefore, the pattern of growth was found to be highly significant in 
achieving a poverty reducing growth in real GDP per capita in Nigeria. Also the study found 
that growth originating from the agriculture sector has the highest elasticity of poverty 
reduction. Growth from services sector was also found to have significant impact on poverty 
reduction, but not as much as that of the agriculture sector. However, growth emanating from 
the industrial sector is positively related to poverty reduction because it has positive elasticity 
of poverty reduction. In view of these findings, therefore, the study concluded that to achieve a 
poverty reducing growth in Nigeria, the pattern or source of growth actually matters. While 
growth from the service sector could be poverty reducing, growth emanating from the 
agriculture sector has the highest potential for poverty reduction. However, growth originating 
from the industrial sector does not contribute to poverty reduction, but it aggravates poverty.  
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Abstract: This study investigates the relationship between government spending in education 
and health on poverty reduction in Nigeria. The technique of analysis is the Auto-Regressive 
Distributed Lagged Model (ARDL). Annual time series data set used spans from 1986-2018. 
Government expenditure on health is confirmed within the ARDL framework, going by the effect 
that the poverty rate has on its equilibrium level. The results from the ARDL models further 
show a negative sign which implies that Government expenditure on education (GEE) is 
inversely related with poverty reduction in Nigeria, thus the implication of the result is that a 
1% rise in GEE will lead to a 2% decrease in poverty, which further implies that the higher the 
government expenditure on education, the lower the poverty rate in Nigeria. Consequently, 
Government Expenditure on Health (GEH) which is a proxy for Human Development Index 
(HDI) shows that the coefficient of GEH is positive thus, this implies that, a 1% rise in GEH 
will lead to 8% increase in poverty rate significantly. Real Gross Domestic Product (RGDP) 
per capita, proxy for real income shows that the coefficient is negative implying that a 1% rise 
in RGDP will lead to a 59% decrease in poverty rate in Nigeria. Overall, the empirical results 
are in favour of a statistically significant impact of government expenditure on education and 
health with poverty reduction in Nigeria. What the result indicates is that poverty reduction in 
Nigeria is positively responsive to an increase in government spending on both education and 
health. One impressive result of the estimated model in both long run and short run is that 
government spending on education is a significant factor capable of dealing with poverty 
reduction in Nigeria. The study therefore recommends an expansionary fiscal policy on 
education financing to meet the UNESCO 26% benchmark that will improve quality of 
education and enrolment rate capable of producing entrepreneurs in the society that are not 
“half-baked” graduates who only wait for white collar jobs.   

 
 
Keywords: Cointergration, Poverty, Government Expenditure 
 
Introduction  
One of the challenges faced by many nations particularly in the developing countries is the 
inability to tackle the high rate of poverty. Many countries have therefore made it a significant 
task to reduce the level at which poverty has eaten deep into their economies causing so much 
havoc and becoming an impediment to growth and development.(world bank,2015). On 
October 17, 2018, the world celebrated another year of ‘International Year of Poverty 
Eradication,' which helps to draw the attention of the world to the issue of poverty and to 
showcase pragmatic actions by the world’s various stakeholders including government and 
NGOs. The issue of poverty eradication was also ranked as the first of the eight-point 
millennium goals, by its declaration. Most of the nations of the world that had pervasive poverty 
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level have made a significant improvement in poverty eradication. For instance the rate fell in 
China, which had a high proportion of its population, 77% living under less than a dollar a day 
in 1980 to significantly drop to 14% in 2008, 3.1% in 2017, and 1.7% in 2018. (World Bank, 
2018). 
 
Nigeria, the most populous black nation with 44% of West Africa population, contributed to 
this phenomenon.  Ogwunike (2001) cited in Mustapha (2011), revealed that the poverty rate 
in Nigeria has a continuous increasing trend; an instance is the data as presented by the authors 
stating that poverty rate increase from 27% to 46% between 1980 and 1985 and further to 67% 
in 1996, 54.7% in 2004,  69.9% 2010, and in 2018 89.9%. (Mustapha,2011). In June 2018, 
world bank reports stated that Nigerians has the largest extreme poverty population of about 
86.9million living in extreme poverty  increasing too rapidly, also that the Nigerian GDP growth 
rate of between 0.8% and 1.9% in 2017-2018, is neither sufficient or capable of reducing 
poverty in Nigeria. The indicators that measure the quality of life show Nigeria as a country in 
paradox. According to the human development index which measures standard of living in the 
2017 report ranked Nigeria as 157out of 189 nations. 
 
It is worrisome that Different government administrations have continuously implemented 
chains of policies and programmes in an effort to mitigate the impact of the severe poverty 
which majority of the Nigerian society is facing, but these policies have not yielded the much 
needed fruit, prompting a move away from the status quo, hence the need for systematic and 
human approach to poverty, which sees education as the main point of economic development 
as well as poverty reduction. This new style to poverty reduction got credibility from numerous 
human development reports published by the (United Nation Development Programme 
[UNDP], 2018). 
 
In Nigeria, one of the challenges in the education sector is the skewness nature in the structure 
of recurrent and capital expenditure on education. In 2015 and 2016, the federal government 
budget for education was N392.4billion and N369.6billion representing 12.46% and 9.17%, in 
2017 N398billion and in 2018 it was N605.8billion representing 7.31% and 7.04% and 
620.5billion representing 7.05% respectively of the total budget. (NBS, 2019). This shows the 
insensitivity of the government to educational development when compared to other countries 
such as Ghana allocation of 31% of its budget in 2018 to education this allocation is far below 
the 26% recommended by the United Nations education, scientific and cultural organization’s 
(UNESCO) for the developing countries. The pattern and structure of government expenditure 
in the educational sector has resulted to frequent and clampdown on schools through strike 
actions usually embarked upon by teachers/lecturers, paucity of institutional materials, poor 
infrastructural facilities thus, making teaching and learning process un-conducive. It is 
worrisome that virtually all tertiary institutions in Nigeria lack basic facilities for teaching and 
learning such as equipped laboratories, resident and lecture halls, security and healthcare for 
both student and lecturers. It is pertinent to ask if Nigeria government will continue to look up 
to developed nations for funds in form of aids and foreign loans as well as transfer of technology 
to revitalize the educational system in Nigeria.  
 
It is from the above background that this paper seeks to examine the impact of government 
education and health spending on poverty reduction in Nigeria, to achieve this aim, the study is 
structured into 5 sections, after the introduction, section 2 explains the key concepts used in the 
work, provides a treatise of poverty and government expenditure and present the theoretical 
framework. Section 3 presents the methodology adopted for the research. Section 4 presents the 
result and discusses it, while section 5 presents the conclusion and policy implication. 
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Literature Review 
 
Conceptual Issues  
Education is the basis for development and empowerment for every nation. It plays a vital role 
in understanding, and participating in day to day activities for today’s world. Its builds ones 
character and play a significant role in transforming ones culture, belief and values to others in 
the society. It helps in creating innovations and meeting the growing needs of every nation. The 
development of every nation is not measured through the buildings it has built, the roads it has 
laid down, bridges it has constructed but by the human resources, the nation has developed 
through a well-defined system of education (Narayan, 1979).  Education is the basis of 
economic development and societal advancement. Investment in education improves human 
capital, increases productivity and hence standard of living. Inadequate investment in this 
important sector of the society results in poor output and low level of quality. Countries having 
high percentage of their total population uneducated or with a low level of quality education or 
uneducated majority of total population find it difficult to considerably increase their GDP and 
improve their standard of living (Zayid & Tayyaba, 2013).  The Nigerian education system has 
witnessed a rapid expansion since the 1970s. This however, has not been maintained and 
sustained due to frequent policy changes and decline in foreign earnings (UNESCO, 2006). The 
federal government expenditure on education has always been below 10% of its total budget 
compared to (UNESCO) 26% recommendation. A bulk of the allocation goes to recurrent 
expenditure. In recent times, per capital GDP is on the decline due to continuous rise in 
population and decrease in GDP. Also allocation of expenditure on social services, which 
includes education and health, has decreased as a result of the global fall in oil price and 
economic resources mismanagement.  The importance of education cannot be overemphasized 
in any economy. On the individual level, education brings about economic opportunities and 
improves individual standard of living. On the aggregate level, education improves labor skills 
leading to increase in productivity and overall standard of living. (UNESCO, 2006). 
 
The Concept of Government Education Expenditure 
Sen (1999) sees education as both intrinsic and instrumental value, it is often considered as a 
human right and with significant public benefit, and has a public good component as well. Since 
education has undoubtedly important aspect of public good, it requires state 
intervention.(World Bank, 2017), Government expenditure on education comprises of current 
and capital government expenditure on education includes government spending on educational 
institutions (both public and private), education administration as well as subsidies for private 
entities (student/ households and other private entities). Government education expenditure is 
the process of devoting considerable amount of resources to provide educational services with 
an underlying objective of improving the level, quality and quantity of human capital for better 
economic performance (Zhang, 2015). Government education expenditure is from public 
revenue sources (government) which include current and capital expenditure (National Center 
for Education Statistics 2019). This study describes government spending in education as the 
outflow of resources from government to education sector of the economy. It is regarded as 
an investment in human capital; this is because it helps in skill formation and thus raises the 
ability to work. It is often divided into capital and recurrent expenditures. 
 
The Concept of Poverty 
Poverty has no precise definition because of its nature and its multidimensional effect, but in 
the simplest form, several school of economic thought gave their views and contribution to 
what poverty can mean. The father of modern economics, Adam Smith in his book titled wealth 
of Nations  defined poverty as the inability to afford, not only the commodities which are 
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indispensably necessary for the support of  life but whatever the custom of the country renders 
it descent for creditable people even of the lowest order, to be without (Smith,1776). According 
to David Ricardo (1823), poverty existed because of lack of food and resources. Since natural 
resources are limited, poverty rate is expected to increase. While resources get more limited, 
costs increases in the same rate. Therefore, more people lose ability of purchasing certain goods. 
Hence, the rich will end up using resources over and over and poverty rate increase. Townsend 
(1979) defines poverty as the lack of the resources necessary to permit participation in the 
activities, customs and diets commonly approved by society. Karl Marx (1847) in his book 
titled ‘The Poverty of Philosophy’ maintains that poverty is an inevitable consequence of the 
capitalist society. He believes that the society is divided by those who own the means of 
producing wealth and those who do not, giving the rise to class conflict. Poverty benefits the 
ruling class, as it ensures that there is always a workforce willing to accept low wages.  
 
According to Ekpe (2011), poverty is general scarcity or dearth, or the state of one who lacks a 
certain amount of material possessions or money. It is a concept with diverse aspects which 
includes social, economic, and political elements. Poverty has been described to either be 
temporary or extreme with relations to the concept of inequality. Poverty is the inability of 
getting choices and opportunities, a violation of human dignity. It means lack of basic capacity 
to participate effectively in society. It means not having enough to feed and clothe a family, not 
having a school or clinic to attend. Not having the land on which to grow one's food or a job to 
earn one's living, not having access to credit. It means insecurity, powerlessness, and exclusion 
of individuals, households, and communities. It means susceptibility to violence, and it often 
implies living in marginal or fragile environments, without access to clean water or sanitation.” 
(United nation, 2013). Poverty according to the World Bank (2013) is construed to be a 
deprivation in the personal well-being of individuals or a group of people. It comprises people 
with the inability to attain the necessary materials for living and survival resulting from their 
low incomes. Poverty is also stated to include elements of poor health conditions, low rate of 
literacy, inaccessibility to drinkable water and safe environment, lack of adequate security and 
lack of access to life- changing opportunities (Melio, 2015). In general, This study views 
poverty as one which focuses on material needs, including the necessities of daily living, such 
as food, clothing, shelter, or safe drinking water. Poverty in this sense may be understood as a 
condition in which a person or community is lacking in the basic needs for a minimum standard 
of well-being and life, particularly as a result of a persistent lack of income. Increase in poverty 
is attributed to lack of education, and low human capital. 
 
Causes of Poverty in Nigeria 
Generally, there are some detrimental causes of poverty in Nigeria. The Central Bank of Nigeria 
gave an assessment of the causative factors, including overpopulation, which is the situation 
where a large population chases few resources, and too little space, which arises from high 
population density, scarcity of resources or both (Daniel, Moses & Bankole 2009; Okoro & 
Kigho 2013). The following factors are responsible for poverty in Nigeria. Inadequate 
education, A high rate of unemployment, Bad governance, Structural changes, Macroeconomic 
shocks and policy failure, Lag in human resource development, Debt burden, Low productivity, 
Market imperfections, Political instability, Corruption, and Oil over dependency. 
 
Concept of Poverty Reduction 
Poverty reduction refers to a situation when specific manifestations of poverty are 
systematically reduced resulting in short and long term condition. Evbuomwam (1997), opined 
that ‘poverty reduction does not simply means short term  relief  and satisfaction of basic needs,   
but also the development  of strategies for increasing the long term productive   potentials and 
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therefore, the income of the poor in order to achieve the long term goals. This study defines 
poverty reduction as set of economic policies adopted to key sectors of the economy that are 
intended to permanently lift people out of poverty. 
 
Measurements of Poverty 
The World Bank’s most commonly used method of measuring poverty is based on income or 
consumption levels. A person is considered poor if his or her consumption or income level falls 
below the minimum level necessary to meet basic needs. This minimum level is usually called 
the ‘poverty line’. This poverty line, however, varies across times and countries. Therefore, 
each country uses lines that are appropriate to its level of development, societal norms and 
values. (Ogiji & Akpan 2004), measured poverty in both absolute and relative terms. The 
relative measures of poverty include: (i) Average income index: It employs the average income 
of a specific percentage of the population at the lowest end of the income spectrum.(ii) Number 
or proportion of people whose income are less or equal to the predetermined percentage of the 
mean income. The absolute measures of poverty include: (i) The headcount ratio: The most 
widely used measure of poverty is the number of poor, otherwise called the headcount which is 
the ratio of individuals whose income fall below the poverty line. (ii) The Human Development 
Index (HDI): This is a measure of achievement that incorporates both income and non-income 
factors. The factors are longevity, knowledge, and income. (iii) The Physical Quality of Life 
Index (PQLI): This measures the extent to which societies satisfy certain specific life-serving 
social characteristics or achieved well-being.  

Theoretical Underpinning  

 Marxian Theory of Poverty 
 Marxist theory was developed in 1848 by Karl Marx and Friedrich Engels different from the 
classical theory which proposes that individuals, to a large extent are the architect of their own 
problems i.e. choosing to be poor by the decisions and choices they have made. Instead the 
Marxist theory of poverty is related to social and political factors based on class division.   They 
advocated   that   the market is inherently dysfunctional and believes that the society is divided 
by those who own the means of producing wealth and those who do not, giving the rise to class 
conflict. Poverty benefits the ruling class, as it ensures that there is always a workforce willing 
to accept low wages. Marxian economists highlight the possibility that economic growth alone 
may not be sufficient to lift poor people out of (relative) poverty, because those who belong to 
certain classes may not reap any of the benefits of overall income growth. However, adequacy 
of income remains a key factor. 
 
The Keynesian/Liberal Theory of Poverty and Social Goods 
This theory adduces that wiping out poverty is effective through government policies and 
interventions. The Keynesian/liberal theory of poverty propounded in 1936 holds that poverty 
is as a result of structural factors which could be economic, social or political. Keynes explains 
poverty to have been caused by economic underdevelopment and lack of human capital. Keynes 
suggest that growth can promote economic development and thus relieve poverty, hence further 
justifying government intervention at the macroeconomic level (via fiscal and monetary 
policy), mainly to tackle involuntary unemployment.  
 
Empirical Literature  
Investment in education analysis over the past decades has increasingly received remarkable 
attention by various researchers all over the world, but more emphasis has been on developing 
countries. Adekoya, (2018) examines the relationship between some elements of human capital 
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development and poverty alleviation in Nigeria, from 1995-2017. The result indicates that there 
is no causality either Uni-directional or bi-directional between government expenditure on 
education and health, infant mortality, gross enrolment ratio and per capita income but cases of 
uni-directional causality existed for literacy rate, life expectancy, and per capita income. The 
wok of Oriavwote & Ukawe (2018) investigates the relevance of government expenditure on 
poverty reduction in Nigeria. The study covered the period between 1980 and 2016. The ECM 
model and co-integration models and granger causality techniques were used to analyze the 
data. The result of the parsimonious ECM indicates that though the one period lag government 
expenditure on health has a significant and positive impact on the per capita income, it has a 
low elasticity. The result indicates further that government expenditure on education has a 
significant and positive impact on the per capita income. Osabuohien-Irabor & Osarumwense 
(2018) further examine the linkage of university education and poverty dynamics in Nigeria. 
Percentage data from thirty-six States of the country including the Federal Capital territory 
Abuja were collated and analyzed through a qualitative response model design. Results from 
the Probit and Logit models used for analysis reveal that of all variables analyzed, only 
percentage of household heads with poor educational background was significant at 5% level 
for all variables analyzed. This indicates a situation that a state with degree educational level of 
household heads as 0.2% is more likely to be poor when compared to non-poor degree 
educational level of household head. Akande, (2016) investigates the impact of education on 
the standard of living in Nigeria.. On the aggregate level, education improves labour skills 
leading to increase in productivity and overall standard of living. The study employed the 
Johansson Co-integration Test and Vector Error Correction Model (VECM) to investigate the 
relationship between education and standard of living. The variables used include per capital 
real GDP, government expenditure on education and health. The result suggested a long-run 
relationship between the variables, implying a rapid adjustment towards equilibrium 
 
Chukwubudom (2016) examines the impact of human capital development on poverty 
reduction in Nigerian economy from the period 1986 to 2012. The Ordinary Least Squares 
(OLS), Augmented Dickey- Fuller and Johansen Co-integration methods were used to estimate 
the model of one dependent variable (poverty rate) and four explanatory variables (primary 
school enrolment, secondary school enrolment, tertiary school enrolment and per capita 
income). The study revealed that there exist a relationship between human capital development 
and poverty reduction in Nigeria.  
 
Muturi (2016) investigated the effect of sectorial government expenditure on poverty level in 
Kenya. Private Consumption per capita, a measure of poverty, was the independent variable 
while education, health, agriculture and infrastructure expenditures were the independent 
variables. Time series data for the period of 1964-2010. The regression results indicated that 
agriculture and health expenditures have a positive and significant effect on poverty level while 
infrastructure expenditure has a negative and significant effect on poverty level. The effect of 
education expenditure on poverty level was insignificant. It is recommended that the 
government in Kenya increases expenditure allocation to agriculture and health sectors. The 
work of Osundina (2014) who examined the relationship between government spending on 
infrastructure and poverty reduction in Nigeria, Per capita income was used to proxy poverty 
reduction, government spending on infrastructure was proxy by government spending on 
building and construction, government spending on transportation, government spending on 
education and government spending on health. The regression result showed that government 
spending on building and construction has a positive and significant effect on poverty reduction 
in Nigeria. Obi, Chika, and Obi (2014) focuses on the impact of education expenditure on 
economic growth as a means of achieving the desired socio-economic change needed in 
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Nigeria. The study uses time series data from 1981 to 2012.. Findings indicate that though a 
positive relationship subsists between education expenditure and economic growth, but a long 
run relationship does not exist over the period under study. The study observed that this puzzle 
is attributable to labour market distortions, redundancy of the workforce, industrial dispute and 
job discontinuities as well as leakages in the Nigerian society such as brain drain, among others. 
Marisa and Iturbe-Ormaetxez (2014) further examine whether public expenditure in education 
has an effect in reducing the probability of being poor when adult, and to what extent. Finding 
reveals that public expenditure in primary education has a strong effect on raising individuals 
above the poverty line.  Oriakhi & Ameh (2014) evaluates the influence of government 
expenditure on the education sector in Nigeria and the effect of education expenditure on the 
level of literacy in Nigeria. Using a time series linear forecasting model, the study evaluates the 
effects of the allocation to the education sector by the government and its development. The 
result of co-integration shows there is a long-run relationship between the variables and they 
are statistically significant. The Granger Causality test shows that the various variables granger 
causes literacy rate in Nigeria. Nazar, Mahmoud and Tabar (2013) studied the relationship 
between government spending and poverty rate in Sistan and Baluchestan Province of Iran by 
examining effects of the budget expenditure in 1978 to 2008 years on poverty reduction. 
Furthermore, investigated income distribution of 420 household in Sistan and Baluchestan 
region in 2010 and estimated government expenditure impacts on poverty reduction by using 
of Autoregressive Distributed Lag (ARDL) technique. Result shows that, constructive 
expenditures have positive effect on poverty reduction.   
  
A lot of studies have been carried out on government spending on education in Nigeria using 
different methodology. Most of the work reviewed conducted their research using secondary 
data while a few made use of the combination of both primary data and secondary data to 
examine the relationship between government expenditure in education and poverty reduction. 
However, not many works have been able to study the structure and pattern of government 
expenditure on education and the level of poverty in Nigeria. More so, major determinant 
identified by the past studies are weak institutions, weak socio-political and host of others which 
are mostly common in developing countries like Nigeria. One major lacuna in previous studies 
is the scanty assessment on the structure and pattern of government expenditure on education 
level of poverty in Nigeria. Another gap in the literature is that although scholars used time 
series aggregate data, but the test for short and long run dynamics was not considered while 
testing the relationships, the neglect which might have serious consequence on the validity of 
the inference. An attempt was made to fill this gap in a single frame work is investigated. 
Further to this, this paper examines the impact of government spending in education and health 
on poverty reduction in Nigeria.   
 
Methodology 
 
Sources and Description of Data  
Annual data covering the period of 33 years from 1986 to 2018 were sourced from the Central 
Bank of Nigeria (CBN), the World development indicator (WDI), National Bureau of Statistics 
(NBS) and various issues. A 3-year moving average was computed for poverty rates from 2012 
to 2018 and total government expenditure on education from 2012, 2014 to 2018. It is important 
to note that all the data were transformed into natural logarithms to deal with heteroskedasticity.    

This study adopts the Keynesian/liberal theory of poverty and social goods as framework on 
which the analysis is based.  The theory outlined the various interaction paths between 
aggregate investment (education), income, and human capital accumulation. High income is 
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believed to allow people invest more financial resources in the quantity and quality of 
education while low income might lead to suboptimal investment in education leading to low 
human capital development. The aspect of this theory that is most relevant to this study is 
the idea of government intervention via fiscal and monetary tools in the provision of social 
goods. Spending on education affects human capital accumulation as well as has potential 
impacts on the income earning ability of individuals which encourages economic growth via 
a multiplier effect and reduces poverty. 
 
Model Specification 
This study follows the approach of (Dauda, 2011) and adapts the general model (Charles, 
Sylvester & Stephen, 2016). This model shows the relationship between government 
education spending and educational outcome. It is a modified education production function 
which is complemented with a series of control variables. Generally, an education production 
function describes the nexus between combinations of schooling inputs, economic and non-
economic inputs and the resulting output. The production process depends, in part, on the 
education subsystem and its resource input but also on the noneconomic, social, economic 
and physical conditions. The general model used by Charles, Sylvester and Stephen, 2016 is 
an education production function given as: 

												𝑌* = F (𝑊*, 𝑋*,	𝑍*)	-------------------------------------------------------- (3.1)  
Where Yt, is a social indicator reflecting poverty rate for a country which is a function of 
aggregate government spending on education as a share of GDP, Wt; allocations to different 
programs within the sector, Xt; and socioeconomic variables Zt. Following from equation 
3.1, poverty rate is specified to depend on government educational spending as a percentage 
of GDP, government expenditure on health as a percentage of GDP and GDP per capital are 
used in this study. Where government education spending and poverty are the variables of 
interest, while real income (proxied by Real GDP per capital), and human capital (proxied by 
government expenditure on health) are in line with Keynesian/liberal postulations. 
Consequently, the following model is specified to examine the impact of government 
education spending on poverty in Nigeria. 

𝑃𝑂𝑉*= f (𝐺𝐺𝐸𝐸*, 𝐺𝐸𝐻* , 𝑅𝐺𝐷𝑃*)--------------------------------------------(3.2) 

Where POV = Poverty rate, GEE= Government education expenditure, GEH= Government 
expenditure on health, RGDP= Real gross domestic product per capita. 

Assuming there is a linear relationship amongst the above variables, following earlier 
studies, For instance, Schady (2002), Dauda (2011), Ude and Ekesiobi (2014), equation 3.2 
can be re-specified in the estimable form below: 

𝑃𝑂𝑉*8 𝛽:+𝛽;𝐺𝐸𝐸*+𝛽<𝐺𝐸𝐻* + 𝛽=𝑅𝐺𝐷𝑃* +𝜇*---------------------------- (3.3) 

𝛽: is the Intercept and  𝛽;, 𝛽<, and 𝛽=  are coefficients of the independent variables. Where t 
represents the time periods over them which data is collected for the country, µ represent the 
error term. On the basis of the theoretical framework, the above specification of the aggregate 
education production function may be written in log form as follows: 

𝐿𝑂𝐺𝑃𝑂𝑉* = 𝛽: +𝛽;𝐿𝑂𝐺𝐺𝐸𝐸* +𝛽<𝐿𝑂𝐺𝐺𝐸𝐻* +𝛽=𝐿𝑂𝐺𝑅𝐺𝐷𝑃*-------------------------(3.4) 
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The Autoregressive Distributed Lag (ARDL) model of the specification in equation 3.4 is 
presented as follows:   

∆𝐿𝑜𝑔𝑃𝑂𝑉* = 𝛽: +D𝛽;

E

F8G

∆𝑙𝑜𝑔𝐺𝐺𝐸𝐸*IF +D𝛽<

E

F8:

𝑙𝑜𝑔∆𝐺𝐸𝐻*IF +D𝛽=

E

F8:

∆𝑙𝑜𝑔𝑅𝐺𝐷𝑃*IF 

               +  𝛽J𝐸𝐶𝑀*I;  𝜇*----------------------------------------------------- (3.5) 
  This is done in order to establish the long-run relationship among variables. Where Δ is the 
first-difference operator and k is the lag length based on Akaike Information Criteria (AIC) and 
Schwarz Criterion (SIC). To estimate the specified models in the study, the Autoregressive 
Distributed Lag (ARDL) Model is adopted. The ARDL model is adopted because of its re-
parameterization property. Moreover, it is robust for small sample sizes. 

Estimation Techniques 
To empirically investigate whether government education spending and poverty reduction 
variables have a long-run equilibrium, emphasis is placed on the nature of the data with 
particular reference to the stochastic properties. Specifically, the stationarity properties of data 
are explore with a view to determine the presence or otherwise of unit roots and thus establish 
their order of integration. A unit root test helps to determine whether a time series variable is 
stationary or not. A unit root test is carried out to avoid the problem of spurious regression. 
Three traditional unit roots tests are used namely, Augmented Dickey-Fuller (ADF) and 
Phillips-Perron (PP) tests and KPSS test.  Where there are conflicts in the results of the 
traditional tests, the PP is preferred to the ADF because PP is more robust in midst of 
hetroscedasticity. The study applied the autoregressive distributive lag (ARDL) model 
approach to co-integration, which was popularized by Pesaran et al (2001). This approach is 
chosen over other approaches such as Engle and Granger (1987), Johansen and Julius (1990), 
because of its several advantages. First, ARDL approach can be applied without taking into 
account whether the explained variables are I(1) or I(0). This implies that the combination of 
I(1) and I(0) or mutually co-integrated are possible using  ARDL approach. Second, it yields 
unbiased estimates in regression analysis. Third, the ARDL approach to co-integration enables 
estimation using ordinary least squares method once the lag of the model is identified. Fourth, 
one avoids the endogeniety problems associated with using traditional technique, coupled with 
the ability of testing hypothesis on estimated coefficients in the long run. Lastly, one gains 
simultaneous estimation of the long and short run parameters of the model.  
 
Results and Discussion  
Empirical results: the result of the pre- estimation diagnosis involving test for stationarity and 
cointegration are presented in table 1A, three traditional tests ADF, PP and KPSS. For the ADF, 
all the variables are stationary at first difference. The same can be said about the PP test. For 
the KPSS test, all the variables are stationary at first difference except for real gross domestic 
product which tends to be stationary at levels. On the whole, it is plausible to conclude that the 
variables used in the study have a unit root. Thus, the application of the ARDL procedure for 
the chosen model is appropriate. However, we therefore proceed to test for long run 
relationship. This is therefore presented in Table 1B while the error correction test is contained 
in table 1C. 
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Table 1A Unit Root Test Results (@ first difference and @ levels) 
Variable            ADF             PP             KPSS 

    At levels  First difference At levels First difference  At levels  First difference 
POV -2.489699     -6.069480 **       -2.489699      -5,961101**              -4.124734       -1.159234* 
GEE -3.773284     -6.580476**        -3.952908      -14.63980** -3.117604       5.159234** 
GEH 0.656770       -4.725511**       -3.447622       -27,88731**             0.109012        -3.168075** 

 
RGDP 1.686397       -3.453072***      -1.849019     -3.477351*** 1.197851       -2.200460** 

 
*, ** and *** indicates statistical significance at the 1%, 5% and 10% levels respectively. 
Sourced: Extraction from output using Eviews 9.0 
   
Table 1B ARDL Test  

Variable Co-efficient     Standard error      T-statistics T-probability 
GEE -0.020955         0.188229              -0.111329           0.9124 
GEH 0.080945          0.100032                0.809190            0.42752 
RGDP -0.598076        0.435669               -1.372778            0.18437 
POV -0.48171 0.22431 -0.42221 0.96422 

Diagnostic statistics; R2 = 0.59, adjusted R2 =0.45, F-statistics = 43.445340 [0.000000], Sum squared residual = 0.656374, 
Standard error of regression = 0.176793, Prob (F-statistics) = 0.004072, Durbin-Watson stat=2.124092, Akaike info crit. = -
0.398719.  
Source: Authors’ computations. 
 
 
Diagnostic test  
χ2LM = 11.0000 (0.352133), JB χ2Normality (2df) = 38.39103 (0.0000) χ2Heteros (with cross 
terms) = 0.366588 (0.357847) ,χ2Heteros (without cross terms) = 65.01822 (0.52011), Ramsey 
RESET = 0.9926 [0.009413].  Breusch-Godfrey test= 0.2348[0.1286] (*), (**) and (***) 
indicate 1%, 5% and 10% level of significance respectively. Figures in parentheses are p-values 
and the figure in square bracket is standard error. 
 
Table 1C: Error Correction Model Result  

Variable  Coefficient  Standard error  t-value  
Constant  -0.784796* 0.17468 -2.33801 
LORGDP 0.216411 0.12816  1.14595 
LOGGEE 0.23611*** 0.18816 -0.03511 
LOGGEH  -0.32118* 0.11332           -1.03211 
LOGPOV 5.004766** 1.40846                                   1.80653 
ECM - 0.51134*** 0.12136 0.18244 

Diagnostic test  
R2 =0.76; Adjusted R2 = 0.73%; F-Statistic= 4.109819; JB = 0.234581 [0.560211]; LM (χ2, 2) =  
7.443840[0.8874], ARCH (χ2 1) 0.0013316 [1.74006] 
 *, **, and *** denotes significance at 1%, 5% and 10% level respectively  
Sourced: Extraction from output using Eviews 9.0 
 
 
Discussion of Findings:  from the ARDL results of government expenditure on Education 
(GEE) shows that the coefficient of capital formation is -0.020955. It shows a negative sign 
which conforms to the a-priori expectation implying that GEE is inversely related with poverty. 
Thus the implication of the result is that holding other variables constant, a 1% rise in GEE will 
lead to a 2% decrease in poverty, which further implies that the higher the government 
expenditure on education, the lower the poverty rate.  Government Expenditure on Health 
(GEH) which is a proxy for Human Development Index (HDI) shows that the coefficient of 
GEH is 0.080945. It shows a positive relationship between poverty and GEE which does not 
conforms to the a-priori expectation. Thus this implies that holding other constant, s 1% rise in 
GEH will lead to 8% increase in poverty rate. Real Gross Domestic Product (RGDP) per capita, 
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proxy for real income shows that the coefficient of RGDP is -0.598076 showing a negative 
relationship and implying that a 1% rise in RGDP will lead to a 59% decrease in poverty.  
 
In the Short run analysis, as expected, all the explanatory variables are correctly signed. Except 
for 1 lagged period of real GDP, all the variables are statistically significant. What the result 
indicates is that poverty reduction in Nigeria is positively responsive to changes in government 
expenditure on health and education. One impressive result of the estimated model in both long 
run and short run is that government spending on education is a significant factor capable of 
dealing with poverty reduction in Nigeria context considering the period under review. The 
overall result indicates that in the short run, a change in real gross domestic product has 
insignificant impact on GDP growth, while government spending on education and poverty 
reduction impacted on real economic growth. The estimated lagged error correction term ECM 
is negative and statistically significant. The coefficient of -0.51 has expected sign and suggest 
that about 51% disequilibrium is corrected in the current year, this however implies that when 
real gross domestic product is above or below its equilibrium level, it adjust by approximately 
51% with in the first year to ensure full convergence to its equilibrium level. It is imperatives 
to note that the highly statistically significant ECM co-efficient is a further proof of the 
existence co-integration between the variables employed in the model.  
 
From the literatures reviewed, the result of this study is in conformity specifically with the work 
of Akande (2016), Osundina (2014) and Oriavwote and Ukawe (2018) their finding is in line 
with the results from this study. Going with the adopted theory of this study i.e. Keynes/Liberal 
theory of poverty and social goods suggest the need for government intervention in economic 
activities by way for fiscal and monetary tools in key sectors of the economy which would have 
a multiplier effect on poverty level. Therefore results from this study prove this theory to have 
economic importance. From the hypothesis, there is no significant effect of government 
education spending on poverty reduction in Nigeria. The result shows that, government 
education spending is not statistically significant in explaining poverty reduction in Nigeria. 
The expected signs for GEE,GEH and RGDP with poverty rate is negative but the observed 
signs show that GEE and RGDP both conforms as they have negative relationship with poverty 
while GEH fails to conform as it shows a positive relationship with poverty. This result is 
similar to the findings of Akande (2016), which finds that a negative relationship exists between 
government education expenditure and poverty. The stated hypothesis was that there is no 
relationship between government education spending (recurrent and capital) and poverty 
reduction. According to the result, there is a negative relationship between government 
expenditure on education and poverty reduction in Nigeria. Therefore, the null hypothesis is 
rejected and we accept the alternative hypothesis that there is a relationship between 
government education spending and poverty reduction in Nigeria. 
 
Conclusion and Recommendation:  
The status of the Nigerian education sector at the moment is unattractive, low in quality, limited 
in its reach and troubling in its future. Nigeria is a country that needs to get its priorities right. 
Investment in the education sector has a long run economic effect as it plays vital role in other 
sectors of the economy. The study examines the impact of government education spending on 
poverty reduction from 1986 to 2018, the ARDL results of government expenditure on 
Education (GEE) shows that the coefficient of capital formation is -0.020955. It shows a 
negative sign which conforms to the a-priori expectation implying that GEE is inversely related 
with poverty. Thus the implication of the result is that holding other variables constant, a 1% 
rise in GEE will lead to a 2% decrease in poverty, which further implies that the higher the 
government expenditure on education, the lower the poverty rate.  Government Expenditure on 
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Health (GEH) which is a proxy for Human Development Index (HDI) shows that the coefficient 
of GEH is 0.080945. It shows a positive relationship between poverty and GEE which does not 
conforms to the a-priori expectation. Thus this implies that holding other constant, s 1% rise in 
GEH will lead to 8% increase in poverty rate. Real Gross Domestic Product (RGDP) per capita, 
proxy for real income shows that the coefficient of RGDP is -0.598076 showing a negative 
relationship and implying that a 1% rise in RGDP will lead to a 59% decrease in poverty. It is 
pathetic that the song on everybody’s lips in the country nowadays is that of poor educational 
standard in Nigeria. To avert the impending ruin on Nigeria’s future, the nation requires a 
conscious rescue of her education system in form of; 
 
i. Expansionary Fiscal Policy in Educational Financing: There is strong evidence to showing 
that government spending on the educational sector has proven to be inadequate in reducing 
poverty through channels such as high school enrolment rate and capacity building. Hence, this 
study recommends an expansionary fiscal policy on education financing to meet the UNESCO 
26% benchmark. An expansionary policy of this sort may improve quality of education and 
enrolment rate capable of producing entrepreneurs in the society that are not “half-baked” 
graduates who only wait for white collar jobs.    
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Abstract: Chronic absolute poverty, high levels of unemployment and underemployment are 
among others the factors that hamper economic growth and development. The paper is set out 
to examine the relationship between poverty, unemployment, inequality and economic growth 
in Nigeria using secondary data from 1996 to 2017. The data was analysed using the ordinary 
least squares (OLS) regression. The regression results show that unemployment is negatively 
related with economic growth although not statistically significant. Human capital on the other 
hand is statistically significant and positively related with the real GDP expenditure which is a 
yardstick for determining poverty. Poverty gap as a measure of the depth of poverty vindicates 
the headcount ratio with severe poverty index of 17.4 for the rural population. The study 
recommends that Nigeria’s policy makers should ensure pro-poor policies that will enable the 
poor to participate in the opportunities and to contribute to future growth. 

 
 
 
Introduction 
Economic development being process of improving the quality of human lives includes raising 
people standard of living, creating condition conducive to the growth of people self-esteem and 
increasing people’s freedom to choose by enlarging the range of their choice variables. It must 
therefore consider among others the questions of poverty, unemployment and inequality. “If 
one or two of these central problems have been growing worse, especially if all three have, it 
would be strange to call the result development even if per capita income doubled” (Todaro & 
Smith, 2015:17). Chronic absolute poverty, high levels of unemployment and 
underemployment are among others the factors that hamper economic growth and development. 
It is in this line that studies have suggested that underdevelopment in Nigeria may be a 
consequence of economic and political factors such as poverty, unemployment, inequality, 
corruption and poor governance (e.g., Olawale, 2003; Ikelegbe, 2006; Evans & Kelikume, 
2019). The aspects of the linkage between employment and poverty according to Khan (2005) 
is the fact that poor can escape poverty when they have: (a) an increase in wage employment; 
(a) an increase in real wage; (c) an increase in self-employment; (d) an increase in productivity 
in self-employment; and (e) an increase in the terms of exchange of the output of self-
employment. Poverty declines if the aggregate of all these effects is favorable for the poor. 
 
According to the National Bureau of Statistics (2020) report, in Nigeria 40.1 percent of total 
population were classified as poor. In other words, on average 4 out of 10 individuals in Nigeria 
has real per capita expenditures below 137,430 Naira per year. This translates to over 82.9 
million Nigerians who are considered poor by national standards. Apart from the relative 
poverty index, Nigeria failed all poverty tests using all poverty measurement standards. This is 
corroborated with the country’s bad performing human development indices. The UNDP 
Human Development Report 2019 put Nigeria’s HDI value for 2018 as 0.534— which put the 
country in the low human development category—positioning it at 158 out of 189 countries and 
territories. The most recent survey data that were publicly available for Nigeria’s MPI 
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estimation refer to 2016/2017. In Nigeria, 51.4 percent of the population (98,175 thousand 
people) are multidimensionally poor while an additional 16.8 percent are classified as 
vulnerable to multidimensional poverty (32,091 thousand people). The breadth of deprivation 
(intensity) in Nigeria, which is the average deprivation score experienced by people in 
multidimensional poverty, is 56.6 percent. multidimensional poverty with income poverty, 
measured by the percentage of the population living below PPP US$1.90 per day. It shows that 
income poverty only tells part of the story. The multidimensional poverty headcount is 2.1 
percentage points lower than income poverty. This implies that individuals living below the 
income poverty line may have access to non-income resources.   
 
While many studies have examined the relationship between inequality and poverty 
(Bourguignon, 2003; Adams, 2004; Kalwij & Verschoor, 2007; Ogbeide & Agu, 2015), there 
are only few or none that incorporates in the above relationship the role of unemployment. The 
findings of this research will provide a quantitative policy framework to tackle the poverty 
problems that have eaten deep into the economy and also establish the basis for long-term and 
sustainable development in Nigeria. It is against this backdrop that this study to examine the 
relationship between poverty, unemployment and inequality in Nigeria. 
 
Conceptual literature 
 
Poverty  
Some of the fuzziness in the global poverty debate stems from lack of clarity of definition. 
Many of the concepts used represent a complex spectrum made up of several variables which 
arc dynamically related and partially intertwined (Oyen & Wilson, 1999). Development 
economists use the concept of absolute poverty to represent a specific minimum level of income 
needed to satisfy the basic physical needs of food, clothing, and shelter in order to ensure 
continued survival (Todaro & Smith, 2015:62). The incidence of extreme poverty varies widely 
around the developing world. These many dimensions of poverty are what World Bank WDI 
(2019) referred to as the multidimensional poverty intensity (average share of deprivations 
experienced by the poor) or the average percentage of dimensions in which poor people are 
deprived. The multidimensional poverty index (MPI) is the most prominent application of 
multidimensional poverty measurement; it incorporates three dimensions at the household 
level: health, education, and wealth. The World Bank estimates that the share of the population 
living on less than $1.25 per day is 9.1% in East Asia and the Pacific, 8.6% in Latin America 
and the Caribbean, 1.5% in the Middle East and North Africa, 31.7% in South Asia, and 41.1% 
in sub-Saharan Africa.  Adebayo (2013) referred to poverty as an enemy of man and a multi-
dimensional phenomenon that affects many aspects of human conditions ranging from the 
physical, moral to the psychological, and humiliates and dehumanizes its victim. It is a state of 
being deficient in money or means of basic subsistence such as safe water, sanitation, solid 
waste collection, healthcare, schools and security.  Corbett (2007) as cited in (Oriahi and Aitufe, 
2010) categorized poverty into extreme poverty and relative poverty. He described extreme 
poverty as that which threatens people’s health or lives, and is also known as destitution or 
absolute poverty, and it is described as a condition of having an annual income that is less than 
half of the officially stipulated poverty line. While relative poverty is the condition of having 
fewer resources or less income than others within a society or country, or compared to 
worldwide averages.  
 
Aidelunuoghene (2014) and Oriahi and Aitufe (2010) noted the main causes of poverty to 
include income inequality, political instability, long-term ethnic conflict and civil unrest, lack 
of good governance, poor management of economic resources, low productive capacity, 
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unemployment and corruption. They further opined that the causes and effects of poverty 
interact, such that the variables that make people poor also create conditions that keep them 
poor.  
 
Nigeria’s poverty headcount rate for 2012/2013 shows that the South West is by far the zone 
least affected by poverty. Figure 1shows the mapping of the poverty headcount across the 
states and local government areas. 
 

 
Source: Gething and Molini 2015.  
 
There are clear positive effects of Lagos State on bordering states. Poverty rates in this zone 
look to be lower than 12 percent. In the South Central zone, the positive effects of Lagos are 
still evident. Poverty rates in this zone seem to be below 13 percent; however, there are a few 
exceptions. Areas along the Bight of Benin toward the South East zone show poverty rates 
above 30 percent. In the south, the South East is the zone most affected by poverty; LGAs and 
states in this region show poverty rates that are consistently over 40 percent. In LGAs in the 
state of Enugu, poverty rates of 85 percent and above may be observed. Finally, in the South 
South zone, along the Delta, there are some obvious pockets of poverty. Nonetheless, the rest 
of the region is homogenously less poor than the rest of the country. 
 
Inequality 
Development requires a higher gross national income (GNI), and hence sustained growth, is 
clear. The basic issue, however, is not only how to make GNI grow but also who would make 
it grow: the few or the many. Thus, many developing countries that had experienced relatively 
high rates of economic growth by historical standards discovered that such growth often 
brought little in the way of significant benefits to their poor. Inequality termed by Todaro ibid 
as unequal distribution of incomes and assets is at the core of all development problems along 
with widespread poverty.  
 
Economists usually distinguish between two principal measures of income distribution for both 
analytical and quantitative purposes: the personal or size distribution and the functional or 



Dutse International Journal of Social and Economic Research Vol. 4, No. 2 July 2020 
  

 

63 
 

distributive factor share distribution The latter involves the distribution of income according to 
size class of persons. For example, the share of total income accruing to the poorest specific 
percentage or the richest specific percentage of a population without regard to the sources of 
that income. Its common measures include Lorenze Curves and Gini Coefficient. Functional 
distribution of income on the other hand considers the distribution of income to factors of 
production without regard to the ownership of the factors. 
 
Unemployment  
According to Balami (2006) unemployment is conceptualized as a situation where a worker or 
workers are involuntarily out of work. This means that workers are willing and able to work 
but could not find any work (Aiyedogbon & Ohwofasa, 2012; Balami, 2006; Okafor, 2011). 
The concept is often defined by the classical economists as the excess supply of labour over the 
demand for labour which is caused by adjustment in real wage. The Classical or real-wage 
unemployment occurs when real wages for job are set above the market-clearing level, causing 
number of job-seekers to exceed the number of vacancies.  Unemployment as defined by 
International Labour Organization (2009) is a state of joblessness which occurs when people 
are without jobs and they have actively sought work within the past four weeks. The 
unemployment is a measure of the prevalence of unemployment and it is calculated as a 
percentage by dividing the number of unemployed individuals by individuals currently in the 
labour force.  
 
Economists distinguish between various overlapping types of unemployment. In the words of 
Kaplan (2002), unemployment can be classified into Frictional, Seasonal, Cyclical or 
Structural. Some additional types of unemployment that are occasionally mentioned are 
seasonal unemployment, hardcore unemployment, and hidden unemployment. 
 
Theoretical Framework 
Theories of poverty are many, however Bradshaw (2006) categorises all the theories as: 
individual deficiencies theory; the theory of cultural belief system that support sub-cultures of 
poverty; economic, political, and social distortions/discrimination theory; geographical theory; 
and the theory of cumulative and cyclical interdependencies.  
 
From among the above theories, the theory of economic, political, and social distortions or 
discrimination best explains the relationship between poverty, unemployment, inequality and 
economic development. To the structural theorists poverty is due to the structure of the larger 
socioeconomic order (Abdulai & Shirmshiry, 2014). Those who believe in this theory attribute 
the source of poverty to economic, political, and social system which cause people to have 
limited opportunities and resources with which to achieve income and well-being (Bradshaw, 
2006; Davis & Sanchez-Martinez, 2014; Samati et, al. 2012;). They argue that capitalism 
creates conditions that promote poverty, unequal initial endowments of talents, skills and 
capital which determine productivity of an individual. Hurst (2004) cited by Sameti, et, al. 
(2012) opined that the labour-market theories focus on income and earning disparities to explain 
the major causes of poverty. Alkire (2007) supported that view when he noted that differences 
in human capital accounts partly for the differences in the earning. However, the differential 
earnings are due to some social factors such as gender and race. There is a connection between 
labour wage and gender or race, and this is socially constructed. Social constructionist such as 
Fischer stated that inequality is the result of an intentional construct, created and maintained by 
social institutions and policies (Sameti, et, al.2012). 
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Empirical Literature Review 
The relationship between poverty and economic growth is widely examined. The empirical 
findings includes Nindi and Odhiambo (2015) for Swaziland during the period 1980–2011 
using ARDL - bounds testing approach to co-integration, and the ECM based Granger causality 
method; Okoroafor and Chinweoke (2013) using OLS technique on Nigeria’s series for the 
period 1990–2011. The duo found no evidence of causality or correlation between the two 
variables. On the contrary, using ARDL-Bounds testing approach, Odhiambo (2009) found a 
unidirectional causal flow from economic growth to poverty reduction on South Africa for the 
period 1960–2006. In the same vein, Bello and Abdul, (2010) examine poverty situation in 
Nigeria by employing the data of economic growth and millennium development goals (MDGs) 
expenditure using panel data analysis consisting of pooled model, fixed-effects, random-effects 
and weighted least square. The findings show that a unit increase in per capita GDP led to 0.6 
percent increase in poverty. This is in divergent to Ravallion (2006) that examined the effects 
of per capita income as a measure of economic growth on poverty in India and China in 1980–
2000. The study revealed that economic growth reduced poverty in the two countries and 
income inequality reduced the effectiveness of poverty reduction. It was further emphasized 
that poverty reduction needed the combination of economic growth and income inequality 
reduction   

On the relationship of human capital and poverty Hakim, Razak and Ismail (2010) used a logit 
model and found that social capital played a significant role in poverty reduction. Ali and Nishat 
(2010) investigated the relationship of foreign inflows and poverty using education, health as 
human capital on Malay data for the period 1972–2008. The study established a positive 
relationship between poverty, infant mortality, female enrolment and foreign inflows Also, 
Iqbal and Gillani (2009) investigated the causality between higher education and economic 
growth in Pakistan between 1972 and 2005. The results of a co-integration approach revealed 
a long run relationship among education, labour, per capita and real gross domestic product. 
Causality results showed the unidirectional causality from real per capita income to higher 
education.   In the same vein,  Sabir, Hussain and Saboor (2006) using Pakistani cross section 
data, found that education as a human capital indicator reduced poverty. Adekoya (2018) also 
examined the relationship between the elements of human capital development and poverty 
alleviation in Nigeria, from 1995– 2017 where human capital development was explicitly 
measured on health and education and its impact on proxied by per capita income.  The result 
indicates that there is no causality either uni-directional or bi-directional between government 
expenditure on education and health, infant mortality, gross enrolment ratio and per capita 
income but cases of uni-directional causality existed for literacy rate, life expectancy, and per 
capita income.  

Furthermore, Ejikeme (2014) investigated the relationship between unemployment, poverty and 
the insecurity of lives and properties in Nigeria.  The study stressed that unemployment and 
poverty are a universal phenomenon, not necessarily a peculiar characteristic of any particular 
segment of society. The findings revealed that unemployment and poverty have a direct link to 
security challenges in Nigeria.  
 
Empirical evidences on the determinants of poverty can be found in Apata, Apata, Igbalajobi 
and Awoniyi (2010) for South West Nigeria; Ibrahim and Umar (2008) for farming households 
in Nasarawa State, Nigeria; De Janvry and Sadoulet (2000) for twelve Latin American countries 
for the period 1970–1994; among others. The common determinants are access to micro-credit, 
education, gender disparities in property rights in favour of women empowerment  
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household size, number of income sources of the head of the household, number of household 
members employed outside agriculture and the number of literate adult males and females in 
the household. 
 
Methodology 
This study employed time series secondary data from three sources. The National Bureau of 
Statistics (NBS); United Nations Development Programme (UNDP); and Penn World Table  
The variables used are poverty (POV) national poverty line based on a welfare aggregate 
regionally adjusted per capita consumption expenditures across all households. As such, it is 
possible to apply the national poverty line to the consumption aggregate to estimate the poverty 
and inequality indicators across all states. Others are the Real GDP expenditure (RGDPE) using 
expenditure-side real GDP at chained PPPs (in mil. 2011US$); Human capital index (HC), 
based on years of schooling and returns to education; and employment; EMP as the number of 
persons engaged (in millions). Multidimensional poverty headcount portrays the population 
with a deprivation score of at least 33 percent. It is expressed as a share of the population in the 
survey year, the number of multidimensionally poor people in the survey year and the projected 
number of multidimensionally poor people in 2018. Intensity of deprivation of 
multidimensional poverty: Average deprivation score experienced by people in 
multidimensional poverty. Inequality among the poor: Variance of individual deprivation 
scores of poor people. It is calculated by subtracting the deprivation score of each 
multidimensionally poor person from the average intensity, squaring the differences and 
dividing the sum of the weighted squares by the number of multidimensionally poor people. 
The model is specified in functional and linear form below: 
𝑅𝐺𝐷𝑃𝐸	 = 	𝑓	(𝑃𝑂𝑉, 𝑈𝑁𝐸𝑀𝑃,𝐻𝐶, 𝐼𝑁𝐸𝑄)	− − − − −−−−−−−−−−−−− 	𝑒𝑞𝑛	1 

 
In equation 1, RGDPE is expressed as a function of POV, UNEMP, HC and INEQ while the 
linear form of equation 1 is presented in equation 2 below: 

𝑅𝐺𝐷𝑃𝐸𝑡	 = 	𝛽𝑜	 + 	𝛽1𝑃𝑂𝑉𝑡	 + 	𝛽2𝑈𝑁𝐸𝑀𝑃𝑡	 + 	𝛽3𝐻𝐶𝑡	 + 	µ𝑡	 − − − − − −𝑒𝑞𝑛	2 
Where; 
RGDPE= Real GDP expenditure 
POV= National poverty line 
UNEMP= unemployment 
HC= Human capital index 
βo= Intercept of the regression 
β1, β2, and  β3= Coefficients of 𝑃𝑂𝑉, 𝑈𝑁𝐸𝑀𝑃	𝑎𝑛𝑑	𝐻𝐶  
Ut=Error term 
 
Results and Discussion 
 

Table 1: Summary statistics of the variables  
Variable Mean Std. Dev. Min Max 

rgdpe 509358.6 357882.9 45900.81 959522.4 
     

hc 1.648533 .1801841 1.359634 1.924225 
     

unempl 15.87368 5.653105 7.7 24.9 
     

pov 62.95789 6.13644 54.4 69 
     

                  Source: Author 2020 estimation output using stata 14 



Dutse International Journal of Social and Economic Research Vol. 4, No. 2 July 2020 
  

 

66 
 

Between 2005 and 2018, Nigeria’s HDI value increased from 0.467 to 0.534, an increase of 
14.4 percent. Between 1990 and 2018, Nigeria’s life expectancy at birth increased by 8.4 years, 
mean years of schooling increased by 1.2 years and expected years of schooling increased by 
3.0 years. Nigeria’s GNI per capita increased by about 57.9 percent between 1990 and 2018. 
Together with widening inequality, the country is experiencing rapid polarization. While 
inequality is equivalent to the overall dispersion in the distribution, polarization is equivalent 
to the combination of divergence from global mean incomes and convergence on local mean 
incomes. Thus if societies experience income polarization, households are clustered around 
group means, but tend to be distant from the mean or median of the overall distribution.  
 
The degree of polarization in Nigeria is measured using the relative distribution method. This 
method involves the creation of a distribution that captures the share of households in the 
comparison year (2013) that fall within each income decile of the reference year (2004). 
The regression results show that unemployment is negatively related with economic growth 
although not statistically significant. Human capital on the other hand is statistically significant 
and positively related with the rgdpe which is a yardstick for determining poverty. 
 

Table 2: Extract from OLS Regression Results for 
rgdpe 

 

Regressors coefficient Std. Err t Prob 

unempl -132272.93 9801.293 -1.35 0.181 
     

hc 1454924** 496944.1 2.93 0.005 
     

Pov 2490.87 4065.67 0.61 0.549 
     

cons -1195989 362666.4 -3.30 0.002 
     

                Source: Author 2020 estimation output using stata 14 
 
On Poverty and inequality indicators in Nigeria in 2019, the NBS report shows that the country 
as a whole has the national poverty line based on a welfare aggregate regionally adjusted per 
capita consumption expenditures across all households. As such, it is possible to apply the 
national poverty line to the consumption aggregate to estimate the poverty and indicators across 
all states. Table 2 summarizes the recent relationship between poverty and inequality. 
 

Table 3: Poverty and inequality indicators in Nigeria in 2019 
 Poverty headcount rate 

in percent of 
population strata 

Poverty gap in 
percent of poverty 

line 

Gini coefficient 

Nigeria 40.1 12.9 35.1 
    

Urban 18 4.5 31.9 
    

Rural 52.1 17.4 32.8 
    

                Source: NBS (2020) 
 
The poverty headcount ratio defines the proportion of population that is living in the households 
where the value of per capita total consumption expenditure is below or equal to the poverty 
line. It depicts a wide gap between rural and urban population. Poverty gap measures the depth 
of poverty. It therefore vindicates the headcount ratio with severe poverty index of 17.4 for the 
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rural population. To further depicts the role of rgpe in determining poverty and inequality we 
observe the Gini index which is a statistical measure of expenditure distribution in the country. 
It is widely used as a measure of economic inequality. Gini index ranges from near 0, which 
would indicate perfect equality and 100 -perfect inequality. The figures in all ramifications 
shows a wide poverty gap.  
 
Conclusion and Recommendations 
The study uses the theory of economic, political, and social distortions or discrimination to 
explain the relationship between poverty, unemployment, inequality and economic 
development. Throughout the period under study, the economy grew substantially with 
increasing number of poor among the population. We can deduct from the findings that 
Nigeria’s poverty is due to the structure of the larger socioeconomic order and attributable to 
political, and social system which cause people to have limited opportunities and resources with 
which to achieve income and well-being. We may conclude that growth is good but it is not 
enough to alleviate the suffering of more than 60% poor segment of the population. It is 
therefore essential to base the strategy of poverty reduction on an all-inclusive economic 
growth. Also, Nigeria’s policy makers should ensure pro-poor policies that will enable the poor 
to participate in the opportunities and to contribute to future growth. 
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Abstract: Macroeconomists have paid increasing attention to the role of the macroeconomic 
policy on gender equality due to increasing disparity in opportunities and growth outcomes. A 
critical review of the erstwhile literature reveals that scanty empirical credence has been 
leaned to the macroeconomic policy-gender debate. This paper relies on empirical evidence 
towards the role of macroeconomic policy on gender equality in Nigeria. The paper employed 
the Autoregressive distributed lag (ARDL) estimation to institute a reference line between 
gender equality and macroeconomic policy in Nigeria from 1981 to 2018. The findings reveal 
that the coefficient of the lagged gender parity index (GEN) is positive and statistically 
significant at 5% level of significance. This suggests that previous attainment of gender fairness 
induce prevailing gender equality in Nigeria. The coefficients of lending rate and exchange rate 
are negative and statistically significant at 1% level of significance, demonstrating an inverse 
relationship between the gender parity index and macroeconomic policy indicators in Nigeria. 
Our results suggest that growing gender equality and enhancing gender status will enhance 
output growth and macroeconomic stability. It is therefore recommended that policymakers 
redefine the macroeconomic policy objectives of gender equality and also maximize the fiscal 
space for investment in women's economic empowerment. 

 
Keywords: Macroeconomic Policy, Gender Equality, ARDL, Nigeria 
 
 
 
Introduction 
A few numbers of empirical studies have established that disparity between women and men as 
one of the dynamics that hinder economic growth over time (see Cabeza-garc, Brio & Oscanoa-
victorio, 2018; Moyo & Dhliwayo 2019). Promoting equality is predicted to be a crucial 
determining factor of the amount of educational and health inequalities, socioeconomic rigidity, 
violence, and social stability (see Moyo & Dhliwayo 2019). Recently, World Economic Forum 
(2020) reveals that gender imbalances are significantly affecting the realization of the 
Sustainable Development Goals (SDGs) in Sub-Saharan Africa. The report further outlines that 
Sub-Saharan Africa's development depends on the contribution of girls and women from 
Nigeria. Besides, a large proportion of the women population engage in an informal sector, 
work on casual and low-skilled employment. Gender biasedness is at most experienced in 
Nigeria. Religious, cultural, and social norms have questionably rooted in an antique disparity 
in supremacy battles between women and men (Odiaka, 2013). These attributes can be traced 
to various parts of northern Nigeria, where women are precipitously tied up to a man at birth. 
The rights to basic education, freedom of movement, and financial and economic freedom are 
denied and mostly saddled with domestic responsibilities (Abebe & Jepkiyeny, 2016). 
Generally, the current landscape of the financial sector makes it easier for men than women to 
access financial services. Approximately 7 out of 10 women lack access to banking, with over 
half being financially debarred. Yet, socio-cultural determinants tend to contribute, through 
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legal systems yet family structures, to women being beheld as second-rate to their male 
complements (World Economic Forum, 2020).  These obsolescent and ache approach to female 
participation has structural and severe economic consequences that need to be checked if we 
are conscious about developing the much-proclaimed potentials of Nigeria female child. The 
significance of achieving the age-old gender equality objectives in consonance with the SDG 
goal number 5 of the Sustainable Development Agenda has intensified the debate on the subject 
matter.  
 
As the crisis deepens, women organizations and government agencies have begun to feel the 
pressure to respond to growing deprivation and manipulation of women opportunities. At large, 
there are demanding for an egalitarian society devoid of gender disparities in all areas of life. 
Literature suggested that the changes in gender behaviour may initiate different macroeconomic 
outcomes, ranging from private consumption; savings; and the composition of government 
expenditure (see Blumberg, 1988; Quisumbing & Maluccio, 2003; Stotsky, 2006). Perhaps, the 
consensus in literature is that women pose a strong inclination than men when comes to human 
capital expenditure of their children (Quisumbing & Maluccio, 2003). The macroeconomic 
inferences from this scenario rely on the fact that greater expenditure on education and are less 
responsive to changes in income, thus bringing about greater stability in expenditure in 
countries in which women have a larger percentage of household expenditure. While the 
progress towards the realization of greater wealth equality has been tracked in successive 
government policies in Nigeria, little is identified about whether greater gender equality was 
also recorded during this period of swift economic recovery and structural transformation. 
Hitherto, leads to doubt as regards the predictive ability of macroeconomic policy as a genuine 
instrument for the realization of gender equality in Nigeria.  
 
Thus, as long as the macroeconomic policies are willing to look beyond economic growth and 
include a broader set of objectives to ensure that growth benefits women and men and includes 
access to decent work, enhances informal livelihoods, addresses unpaid care work, and ensures 
basic living standards, we might begin to consider an era where opportunities are even across 
all sex. Hence, achieving these objectives will go a long way in closing the gender unfairness 
crack in Nigeria. The broad objective of this paper is to disentangle the underlying nexus 
between macroeconomic policy and gender equality in Nigeria as well as providing a policy 
framework for possible feedback effects of gender relations on macroeconomic policy. This 
paper contributes to our understanding of what happens to gender and gender equality policy 
when macroeconomic policies interact. The remainder of this paper has the following form. 
Section two presents literature review and empirical evidence. Section three focuses on 
methodology while section four presents the findings. Section five concludes the paper. 
 
 
Literature Review and Empirical Evidences 
The relationship between gender equality and macroeconomic factors has motivated various 
reactions from the developed and developing countries (see Cabeza-Garc, Brio & Oscanoa-
Victorio, 201; Dollar & Gatti, 1999; Esteve-Volart, 2009; Mitra-Kahn & Mitra-Kahn, 2008; 
Wyndow, Li, & Mattes, 2013). Nevertheless, the unanimity in literature is the existence of an 
adverse relationship between gender unfairness and economic growth. For instance, Esteve-
Volart (2009) used a panel regression model to investigate the effect of discrimination on 
economic growth in India spanning from 1961 to 1991. The findings revealed that there is an 
adverse relationship between gender discrimination proxies and economic growth. Arising from 
the finding is a decline in GDP per capita of India. Recently, Cabeza-garc, Brio, and Oscanoa-
victorio (2018) examined the relationship between gender inclusion and economic growth. The 
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findings revealed that gender inclusion exerts an adverse effect on the economic growth of the 
127 countries under the review. 
 
There are also scanty empirical outcomes that confirmed that gender inequality positively 
spurred economic growth. Blackden and Bhanu (1999) focused on the gender-growth 
relationship of sub-Saharan Africa. The results indicated that gender inequalities positively 
influence household income and large economic growth. Mitra-Kahn & Mitra-Kahn (2008) also 
modeled the relationship between gender inequality in education and economic growth with 
Two-Stage Least Square (2SLS) and Ordinary least squares (OLS) methods. The paper reported 
that gender inequality in education retards growth. Besides, Seguino (2000) examined the nexus 
between economic growth and gender inequality of semi-industrialized export-driven countries 
between 1975 and 1995. The paper confirmed a direct nexus between growth and gender 
inequality, and thus inferred that gender inequality prompted national productivity. Some recent 
studies like Rodríguez (2017) examined the nexus between the economic growth and gender 
inequality of some selected countries in Latin America and reported a direct relationship. 
 
Alternatively, the work of Stotsky (2006), Morrison (2007), Wyndow, Li, and Mattes (2013), 
Wekwete (2013), among others focus on the examination of consequences of gender imbalance 
on economic behaviour for macroeconomic policy. For instance, Stotsky (2006) argued that 
macroeconomic policies should focus on how to reduce gender inequality, particularly in low-
income countries where these disparities are most pronounced, and therefore should consider 
the possible structural reforms on women to avoid worsening gender inequality. Also, the work 
of Wolszczak-Derlacz (2013) provided another look at the gender wage gap’s effect on 
economic growth. The study examined the nexus between the wage gaps and manufacturing 
output of a set of developed economies over the period of 1970 to 2005. The author reported a 
negative nexus between gender wage gaps and sectoral output, which suggested that gender 
wage differentials may operate differently in developed economies than middle-income ones. 
Another exciting study was initiated by Chakraborty, Ingrams & Singh (2019). The authors re-
examined the Stotsky & Zaman (2016) approach for examining the role of gender budgeting on 
gender disparity in the Asia Pacific region. The findings reported that gender budgeting exerts 
a direct and significant relationship on gross domestic investment (GDI). However, it can be 
deduced that scanty empirical credence has been leaned to the macroeconomic policy-gender 
debate. Remarkably, there are mixed outcomes with regards to gender equality and 
macroeconomy nexus from several countries and employed methodologies. 

 
Research Methodology 
 
Theoretical framework and Model Specification 
This paper is anchored on the neoclassical growth model of Solow (1956). The author assumed 
that there is an output whose rate of production is specified as. It is also assumed that aggregate 
output is either saved or utilize for consumption or spent in the economy. Following Solow 
(1956), the output is denoted as a function of capital (and labour, The production function that 
provides a link between inputs and outputs as: 

𝑌* = 𝑓(𝐾, 𝐿)          (1) 
 
Following Chakraborty, et al. (2019), the Solow growth model was augmented to include 
macroeconomic policy (. The model is structured in the functional form as: 

𝐺𝐸𝑁* = 𝑓(𝑀𝑃*)       (2) 
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where 𝐺𝐸𝑁* is gender equality in the country over period t; 𝑀𝑃*	represents macroeconomic 
policy mix in the country over period t, t is the time series indicators of period of review, 
covering 1995 through 2018. The macroeconomic policy mix indicators are induced into the 
equation (3) as: 

𝐺𝐸𝑁* = 𝑓(𝐿𝐼𝑅*, 𝐼𝑁𝐹𝐿*, 	𝐸𝑋𝐶*)       (3) 
 
Thus, iterating the model in a linear form to become: 

	GEN* = 𝛽: + 𝛽;𝐿𝐼𝑅* 	+	𝛽<𝐼𝑁𝐹𝐿* +	𝛽=𝐸𝑋𝐶* + 𝜀*        (4) 
 
where𝜀* represents error term and 𝛽;IJ	are parameter estimates of the model. These variables 
are log-linearized to modify for discrepancies in measurements. 

𝑙𝑛	𝐺𝐸𝑁* = 𝛽: + 𝛽;𝑙𝑛𝐿𝐼𝑅* +	𝛽<𝑙𝑛𝐼𝑁𝐹𝐿* +	𝛽=𝑙𝑛𝐸𝑋𝐶* + 𝜀*       (5) 
 
This study, however, adopted the autoregressive distributed lag (ARDL) modelling technique 
pioneered by Pesaran & Shin (1998). Given that the superiority of ARDL modelling over other 
approaches rests in its capabilities to model with small sample observations and also its 
capabilities to estimate irrespective of the order of integration. Thus, to examine the long-run 
nexus between gender inequality and macroeconomic policy in Nigeria, the paper carried out 
unit root tests and long-run bound test.  Following Pesaran & Shin (2001), the error correction 
version of ARDL framework of equation (5) is designated as: 
 

∆𝑙𝑛𝐺𝐸𝑁* = 𝛽:

+	D𝛽;∆𝑙𝑛𝐺𝐸𝑁*IF +
d

F8;

D𝛽<∆𝑙𝑛𝐿𝐼𝑅*IF +
d

F8;

D𝛽=∆𝑙𝑛𝐼𝑁𝐹*IF

d

F8;

+D𝛽J∆𝑙𝑛𝐸𝑋𝐶*IF +
d

F8;

	𝜑;𝑙𝑛𝐺𝐸𝑁*I; + 𝜑<𝑙𝑛𝐿𝐼𝑅*I; + 𝜑=𝑙𝑛𝐼𝑁𝐹*I;

+ 𝜑J𝑙𝑛𝐸𝑋𝐶*I; + 𝜑;𝑙𝑛𝐺𝐸𝑁*I; + 𝜀* 
               (6) 
where,	𝑙𝑛 stands for natural logarithm, Δ is the first difference operator, and 𝛽:	is the drift 
component. The expression with summation sign (𝛽; − 𝛽J) represents the short-run dynamics 
of the model, while the coefficients (𝜑; − 𝜑J) indicates long-run relationship and 𝜀F*	represents 
the error term. Thus, in order to examine the existence of the long-run relationship among the 
variables in the model, the bound tests technique by (Pesaran a& Shin, 1999) is employed. The 
following long-run model for gender model can be estimated:  
𝑙𝑛𝐺𝐸𝑁* = 𝜑;𝑙𝑛𝐺𝐸𝑁*I; + 𝜑<𝑙𝑛𝐿𝐼𝑅*I; + 𝜑=𝑙𝑛𝐼𝑁𝐹*I; + 𝜑J𝑙𝑛𝐸𝑋𝐶*I; + 𝜀*  (7) 
Furthermore, the paper adopted Akaike Information Criteria (AIC) to define the optimal lag 
length for the ARDL specification. While the short run error correction model is specified as:  

∆𝑙𝑛𝐺𝐸𝑁* = 𝛽:

+	D𝛽;∆𝑙𝑛𝐺𝐸𝑁*IF +
d

F8;

D𝛽<∆𝑙𝑛𝐿𝐼𝑅*IF +
d

F8;

D𝛽=∆𝑙𝑛𝐼𝑁𝐹*IF

d

F8;

+D𝛽J∆𝑙𝑛𝐸𝑋𝐶*IF +
d

F8;

	𝜆𝐸𝐶𝑀*IF 	+ 𝜀* 

           (8) 
Where 𝛽; − 𝛽J represents the short-run parameters and λ is the speed of adjustment variable 
which must be less than zero. 
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Data Sources and Measurements 
The secondary data spanning from 1981 through 2018 were explored for the paper and sourced 
from UNESCO Institute for Statistics, and World Bank Development Indicators (WDI). Gender 
Equality (𝐺𝐸𝑁) was measured with data on the gender parity index rating for Nigeria for the 
period under review. The macroeconomic policy is disaggregated into fiscal policy and 
monetary policy series ranging from consumer price index (INF), lending rate (LIR), and 
exchange rate (EXC). 
 

Table 1: Variable Description 
Abbreviation Description Source 

𝑮𝑬𝑵 Gender Parity Index UNESCO Institute for Statistics 
𝑮𝑶VX Government final consumption 

expenditure 
World Bank National Accounts Data 

𝑰𝑵𝑭𝑳 Inflation measured with consumer 
price index (CPI) 

International Monetary Fund, 
International Financial Statistics 

LIR 
 

Lending rate International Monetary Fund, 
Government Finance Statistics 

E𝑿C 
 

Real exchange rate International Monetary Fund, 
International Financial Statistics 

Source: Author’s, 2020 
 
Empirical Analysis and Results 
 
Descriptive Statistic and Correlation Matrix 
The descriptive statistics in Table 1 for variables under consideration revealed that the mean of 
gender parity index, consumer price index, lending interest rate, and exchange rate are 0.83, 
54.73, 17.52, and 154.05 respectively. Thus, noting the argument in the extant with regards to 
multicollinearity among variables, the study also presents the results of the correlation analysis 
of the set of variables employed in Table 1. The table further shows that the correlation 
coefficients among the variables gender index, exchange rate, consumer price index (inflation), 
and lending interest rate are below 0.95 indicating that there is no tendency for multicollinearity 
to occur among the independent variables. 
 

Table 2: Descriptive Statistics of the Data Set 
 GEN INF LIR EXC 

 Mean  0.833669  54.73579  17.51838  154.0512 
 Median  0.836740  27.93258  17.55333  100.5226 
 Maximum  0.956820  240.1429  31.65000  541.4624 
 Minimum  0.674565  0.408730  8.431667  50.16822 
 Std. Dev.  0.066395  65.26602  5.006473  121.7208 
 Skewness -0.467877  1.274016  0.157429  1.712223 
 Kurtosis  3.510148  3.713505  3.485020  5.094870 
  Correlation Matrix 

 GEN INF LIR EXC 
GEN 1    
INF 0.6333 1   
LIR 0.3929 0.0164 1  
EXC -0.7046 -0.3220 -0.7219 1 

Source: Author’s, 2020 
 
Stationarity, Lag Length, and Bound Test 
The use of ARDL models does not enforce the pre-examination of variables for unit root 
problems due to its capacities to accommodate I (0) and I(1) variables or mutually cointegrated 
variables. Nevertheless, the technique cannot be used to estimate the I (2) series. The order of 



Dutse International Journal of Social and Economic Research Vol. 4, No. 2 July 2020 
  

 

75 
 

integration of the time series was examined through the Augmented Dickey and Fuller (ADF) 
and Phillips Perron (PP) tests as presented in table 3.  
 

Table 3: Result of Stationarity Test 
Variables Augmented Dickey-Fuller Order of 

Integration 
Phillips-Perron Order of 

Integration      
GEN -8.219 -3.621** I (0) -8.395 -3.621 I (0) 
INF 0.925 -2.612* I (1) 2.454 --1.611* I (1) 
LIR -5.423 -2.631** I (1) -6.955 -2.628 I (1) 
EXC -4.281 -2.628** I (1) -4.143 -2.628 I (1) 

Note: ** Significant at 5% * significant at 1% 
Source: Author’s, 2020 
 
The results of Augmented Dickey and Fuller (ADF) and Phillips Perron reveal that all the 
variables are either of the order of I (0) and I(1) process. The results of Akaike Information 
Criterion (AIC) and Schwartz-Bayesian Criterion (SBC) criteria are presented in table 4, thus 
compelling the selection of a lag order of 2.  
 

Table 4: Lag Length Criteria 
 Lag LogL LR FPE AIC SC HQ 

0 -459.5356 NA   894948.7  25.05598  25.23013  25.11737 

1 -298.8861   277.8801*   362.2138*   17.23709*   18.10786*   17.54408* 

2 -282.9768  24.07900  376.2610  17.24199  18.80937  17.79456 
Source: Author’s computation, 2020 
 

Table 5: F-Bounds Test 

Level of Significance Lower Bound Upper Bound 
10% 2.37 3.2 
5% 2.79 3.67 
1% 3.65 4.66 

Source: Author’s computation, 2020 
 
Table 5 shows the bounds test. Table 5 demonstrated that the calculated F- statistic of 3.527 is 
greater than the critical value of the upper level of bounds value of 3.2 and lower bounds value 
of 2.37. This implies that the null hypothesis of no co-integration cannot be established, thus 
demonstrating there is a cointegration nexus among gender index, consumer price index, 
exchange rate, and interest rate in the long-run in Nigeria. 
 
ARDL Estimation 
In selected long run ARDL (2, 0, 0, 0) model, the maximum lag length is set out by using 
Akaike info criterion (AIC), and the normalized long-run coefficient estimates are reported in 
Table 6.  Given table 6, the coefficients of the exogenous variables show the percentage change 
in the endogenous variable due to a change in exogenous variables. Table 6 shows that the 
coefficient of the lagged dependent variable (GEN) is positive and statistically significant at 
5% level. This conforms to theoretical claim hitherto that the attainment level of gender equality 
determines prevalent gender equality. Therefore, a percentage increase lagged dependent 
variable will result in a 34.4 percent increase in attainment of gender equality in Nigeria. 
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Table 6: ARDL Long-Run Result 

Variable Coefficient Std. Error t-Statistic 

GEN(-1) 0.344304** 0.167029 2.061343 

GEN(-2) 0.401606** 0.181155 2.216920 

INF -0.000103 0.000158 -0.647360 

LIR -0.004827** 0.001995 -2.420017 

EXC -0.000280* 7.67E-05 -3.654968 

C 0.349991* 0.129245 2.707974 
 R-squared = 0.786     Adjusted R-squared = 0.752 
 F-statistic 22.85 (0.000*)       Durbin-Watson stat 1.812 
Source: Authors, 2020 
Note: ** Significant at 5% * significant at 1% 
 
Meanwhile, the coefficients of the exchange rate and lending rate are negative and statistically 
significant at 1% level of significance, demonstrating an inverse relationship with the 
realization of gender equality in Nigeria. Also, the inflation rate is negative and statistically 
insignificant at 5% level of significance. A percent increase in inflation, lending rate, and the 
exchange rate will result in 0.01, 0.04, and 0.02 percent decrease in the attainment of gender 
equality in Nigeria. 

Table 7: ECM Regression 

Variable Coefficient Std. Error t-Statistic 

D(GEN(-1)) -0.401606** 0.130436 -3.078955 

CointEq(-1)* -0.254089* 0.056945 -4.461974 
Source: Authors, 2020 
** Significant at 5% * significant at 1% 
 
Table 7 offers the results of the short-run variables and that of the error correction term. 
Fundamentally, the attainment of gender equality in the previous year has a significantly 
negative effect on the current short-term attainment of gender equality. The coefficient of error 
correction calculated at -0.254 is highly significant and negative as predicted, indicating a high 
speed of adjustment to equilibrium. The integral error correction term (ECT) further 
demonstrates the existence of long-run nexus. The stability test results affirm that the diagnostic 
tests passed the short-run model. There is no proof of autocorrelation at a confidence level of 5 
percent, and when the model passes the test for normality, the error term is also shown to be 
distributed normally. The cumulative sum (CUSUM) was applied to check the stability of the 
long-run and the short-run dynamics.  The CUSUM graph is presented in Figure 1.  
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Fig. 2: CUSUM Stability Test 
 
Source: Author’s computation, 2020 

 
 
Discussion and Conclusions 
The paper examines whether macroeconomic policies matter for gender equality in Nigeria 
spanning from 1981 to 2018. The study espoused the Autoregressive and Distributed Lag 
(ARDL) model technique to cointegration to account for the short-run and long-run underlying 
forces of the model. The empirical result reveals that the coefficient of the lagged gender parity 
index (GEN) is positive and statistically significant at 5% level. This suggests that previous 
attainment of gender fairness induce prevailing gender equality in Nigeria. The coefficients of 
the exchange rate and lending rate are negative and statistically significant at 1% level of 
significance, demonstrating an inverse relationship between the gender parity index and macro-
economic policy indicators in Nigeria. The findings resolve that the relative lack of resources 
for women in Nigeria hinders economic turnaround, while simultaneously contributing to a 
reduction in their marginalized status. Equal incentives are important for women's benefit from 
the strengthened macroeconomic policies on labour and financial markets. In tandem with 
findings of Chakraborty, et al. (2019); Stotsky (2006) and Morrison (2007), growing gender 
equality and enhancing women's status will help to improve economic growth and 
macroeconomic stability. In the light of the findings of this paper, it is therefore recommended 
that policymakers redefine the macroeconomic policy objectives of gender equality and ensure 
that women harness the beneficial effects of changing macroeconomic conditions to the full. 
Governments are also implored to maximize the fiscal space for investment in women's 
economic empowerment. 
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Abstract: The National Directorate of Employment (NDE) was a creation of the Federal 
government in response to the mounting unemployment problems faced by Nigeria. The 
directorate was created to promote the spirit of enterprise among Nigerians. It does this by 
providing training for the acquisition of job related skills, providing financial assistance to 
beneficiaries to set up and manage small scale businesses and also render advisory services 
for healthy performance of their enterprises. Therefore this paper was designed to investigate 
the impact of National Directorate of Employment on small enterprises performance in Minna 
metropolis, Niger State. The study employed quantitative approach using a census based 
research design. The population of the study was 50 registered small enterprises in Minna 
metropolis. Data for the study were collected through the administration of 50 structured 
questionnaires to respondents. Three null hypotheses were developed and tested using linear 
regression analysis. The result of the study revealed insignificant positive effect of NDE 
vocational training programme, finances and consultancy services on the performance of small 
enterprises in the study area which led to the retention of the null hypotheses. The study 
concluded that, though, NDE has made positive impact on small enterprises operating in Minna 
metropolis, it is yet to significantly affect their operations. It recommends among others that 
the directorate should intensify its operations so as to make its positive effect on small 
enterprises in Minna metropolis significantly felt.  

 
 
Keywords: National Directorate of Employment, small enterprises performance, training, 
finance, consultancy services 
 
 
Introduction 
An increase in the size of the economy is determined based on the level of employment and 
standard of living of the people in the country. The development of a virile small enterprise 
subsector is a vital tool for employment creation and improvement in the standard of living 
invariably leading to such an increase and expansion in the economy (Kuteyi, 2013). This role 
is ascribed to small enterprise because of its potentials to create job opportunities and increase 
the Gross Domestic Product (GDP) of the country (Ariyo, 2008). Therefore small scale 
enterprises have been globally known as a mechanism for economic development and a way of 
reducing poverty. Among its other relevant role in the development of an economy is its power 
to reduce inequalities, stabilize domestic savings for investment, introduce business techniques, 
develop local technology and open up rural areas (Yunusa & Paul, 2018).  
 
Nigeria as a developing economy has been burdened with the problem of unemployment which 
has contributed to the skyrocketing rate of poverty and an alarming increase in social vices 
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which further impede her growth rate, thereby, making its aspiration to be among the twenty 
most developed world countries by the year 2020 a near mirage. The National Bureau of 
Statistics (NBS) report for the third quarter of 2018 showed that there are 20.9 million 
unemployed Nigerians representing 23.1% of the total workforce in Nigeria. In the same vein, 
the World Poverty Clock reported that Nigeria with 94.5.9 million Nigerians representing about 
47% of its population lived in extreme poverty, thereby, becoming the poverty capital of the 
World (Obadiah, 2019; World Poverty Clock, 2018).   However, this negative development is 
not a recent phenomenon in the country as this perennial social malaise bedeviling the country 
became very frightening in the early eighties, shortly, after the oil boom of the late seventies. 
Its negative impact on the economy had caught the eyes of past and present leaders, who have 
initiated policies and instituted programmes aimed at stemming their growth (Thaddeus, 2012). 
The non-diversification of the productive base of the Nigerian economy is often implicated as 
a major cause and attempts are usually geared towards diversification. Micro and small 
enterprises are seen as cardinal to the struggle, thus, leading to the establishment of the National 
Directorate of Employment (NDE) in 1986 to instill basic vocational and entrepreneurial skills 
that could help in the early achievement of such economic goal.  
 
The Directorate performs some basic functions among which are the  provision of vocational 
training through vocational skill development programme, provision of finance through its 
credit schemes  to enhance access to credit by small enterprises and the establishment of a unit 
to render services as a consultancy platform (Dike, 2009, Thaddeus, 2012). The extent to which 
the directorate have been able to provide these services and its efficiency remains a subject of 
debate. Though, attempts have been made by several researchers (Adebisi & Oni, 2012; Ekong 
& Ekong, 2016; Ogunlela, 2012;) to examine the activities of National Directorate of 
Employment, the impact of the directorate’s services on the performance of small enterprises 
remains grossly under-researched. Therefore, pertinent questions on the impact of NDE credit 
services on the performance of small enterprises, effect of NDE vocational training services on 
the performance of small enterprises and impact of NDE consultancy services on small 
enterprises are far from being answered. It is against this background this study will investigate 
the impact of NDE on performance and financing of small enterprises and the effect of the 
Directorate’s consultancy services on the enterprises’ performance in Minna Metropolis. 
 
Literature Review  
 
Conceptual Literature Review 
National Directorate of Employment (NDE) came into existence on the 24 October 1986. It 
started full operation in January 1987, with the primary aim of promoting skill acquisition, self-
employment and labour intensive work scheme (Ogunlela, 2012). The directorate was set up to 
handle the development of training programmes tailored towards the building of basic 
vocational skills that would help combat growing unemployment, especially, among Nigerian 
youths.  
 
NDE programmes are aimed at enhancing the performance of small enterprises. One of such 
programmes is the vocational skill development programme in carpentry, photography, trading, 
block making, welding, poultry, livestock farming, drum manufacturing, candle making and 
fashion designing. These programmes assist participants improve on their efficiency by 
developing their skills (Maclean & Wilson, 2009). Another variant of the programmes put in 
place by the National Directorate of Employment to improve small enterprises performance is 
the setting up of a unit to render services as a consultancy platform to address small enterprise 
owners on how to diligently manage their enterprises in such a way that they can survive in the 
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competitive global market and earned profit (Dike, 2009). The directorate also operates two 
credit schemes with low interest rate to assist small enterprises by way of enhanced access to 
credit. These credit schemes are: the mature people scheme (MPS) and the graduate job creation 
loan scheme (GJLS) (Ogunlela, 2012).  
 
The  National Policy on MSMEs introduced in the year 2007 and reviewed in 2018 defines 
small enterprises as those enterprises whose total assets (excluding land and building) are above 
five million Naira but not exceeding fifty million Naira with a total workforce of above ten, but 
not exceeding forty-nine employees.  
 
Though small enterprises have contributed positively to the growth of the economy by 
providing income/revenue, employment, and skilled manpower (Onogu, 2005), its operation is 
hampered by inadequate finance, poor access to information and poor technical and managerial 
skills. James (2015) opines that finance is a precondition to growth in the size of enterprises. 
The volume of money available for business activities can relatively affect the success of such 
business activities. Therefore, finance is a major factor in the establishment and survival of 
small enterprises. Government has tried to augment access to funding for the development of 
small enterprises by initiating special programmes and through the establishment of institutions 
such as the Small and Medium Enterprises Equity Investment Scheme and National Directorate 
of Employment (Akingunola, 2011; Ojo, 1993).  
 
The success of small enterprises has been found to be a function of training and development 
programmes acquired by operators (Morakinyo & Oyewole, 2017).  This is so because the 
running of an enterprise involves a lot of technicalities some of which are not taught in formal 
educational institutions. It has been empirically proved that the longevity of an enterprise is 
directly related to the level of training (Adebisi & Oni, 2012; Popoola & Ajayi, 2016). The 
relevance of this point is highlighted by the decision of the government to establish training 
institutions such as the Industrial Development Centers, National Directorate of Employment, 
incubation centers and recently Entrepreneurship centers.  
 
Another factor that has been identified to be crucial to the sustainability of small enterprises 
operation is consultancy services. This often serves as an avenue for entrepreneurs to obtain 
professional guidance and advice in relation to a particular line of operation and the provision 
of vital information on which entrepreneurs could leverage to hasten the rate of development 
of their enterprises. In recognition of the relevance of consultancy services to the success of 
small enterprises, the National Directorate of Employment has put in place a unit to render 
services as a consultancy platform to address small enterprise owners on how to diligently 
manage their enterprises to enhance performance (Dike, 2009).    
 
While Sandberg, Vinberg and Pan (2002) as cited in Moorthy, Tan, Choo, Chang and Leong 
(2012) see performance in terms of capability to create employment and wealth;  Neerly, 
Gregory and Platts (1995) as cited in Roman and Rastislav (2015) conceptualise  performance 
as the procedures of quantifying business enterprise action in terms of accomplishing its 
objectives.  
 
The performance of a firm can be measured subjectively and objectively. According to Yasin 
and Omer (2013), objective values are measured in terms of absolute values, such as through 
quantitative data while qualitative data which are usually obtained by asking perspective views 
about performance with respect to competitors are used to measure performance subjectively.    
Chandler and Jansen (1992) cautioned that firm performance should not be measured by 
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combining both measures to create a single measure for firm performance.  The implication of 
this is that either of these measures of entrepreneurial firm’s performance could be used 
exclusively at a time in order to prevent improper measurement. This study uses the objective 
measure, using profitability of the firms as a measure of their performance. 
 
  Talala, 2011; Adnan, Abdullah and Ahmad, 2011; and Yasin and Omer, 2013; have identified 
education and training, skilled labour and finance as crucial determinants of small enterprises 
performance. Thus, NDE vocational training programme which is an aspect of education is 
tailored towards achieving robust performance in the small enterprise subsector.  
 
Theoretical Underpinning          
The resources- based theory of entrepreneurship contends that start – up managers should have 
access to resources which is an imperative focus for opportunity based entrepreneurship and 
new venture development. The theory is based on the crucial need of financial, social and 
human resources in the growth of entrepreneurship (Alvarez & Busenitz, 2001;Simpeh, 2011).  
The theory argues that access to resources by founder/originator is an important predictor of 
opportunity based entrepreneurship and new venture growth. The theory stresses the 
importance of financial, social and human resources to entrepreneurship. The theory also 
emphasizes the role of education and experience (Becker, 1993; Pedro, 2018). It posits that 
knowledge gained from education and experience represents a resource that is heterogeneously 
distributed across individuals and in effect central to understanding differences in opportunity 
identification and exploitation. 

 
Empirical Literature Review  
Popoola and Ajayi (2016) conducted a research on National Directorate of Employment (NDE) 
and rural empowerment in Oyo state. Findings revealed that NDE played significant roles in 
entrepreneurship and skills creation, with a significant positive effect on the monthly income 
of beneficiaries. In another result that contradicts this finding, Ndem, Effiong and Obot (2018) 
found from their study on the impact of entrepreneurial development on employment creation 
in Cross River State that NDE programmes including its consultancy services have impacted 
insignificantly on  firm performance and their ability to create employment.  
 
 In another study, Lee, Han and Song (2019) assessed the effects of vocational training in Korea 
and found that vocational training has positive impact on the performance of organisations.in a 
related study, Oseafina, Ajike and Esedebe (2017) assessed the contributions of the NDE to 
employment generation  and poverty alleviation in Delta State of Nigeria using primary data 
and found that vocational study has significant positive impact on the two variables.  Azihs and 
Samuel (2016) assessed the role of NDE in entrepreneurship development in Nigeria and came 
out with the result that NDE financial assistance has impacted positively on the development 
of entrepreneurship in Nigeria. Anderson (2018) also found in a separate study conducted in 
Enugu State, Nigeria, that the NDE has contributed substantially to financing of micro and 
small businesses in the state.  
 
From the foregoing, the lack of consensus among scholars on the impact of NDE on the 
performance of enterprises is very obvious. This, coupled with the fact that these studies were 
conducted outside the location of this current study has necessitated the conduct of an 
independent empirical study to ascertain the extent of the impact of NDE on small enterprises.  
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Methodology 
The study utilized a quantitative approach using a census based research design. The population 
for this study comprised of registered small enterprises in Minna Metropolis, which have 
benefited from the services of the National Directorate of Employment. This was put at 50 small 
enterprises.(NDE, Minna Branch 2016).    With the small size of the population of small firms 
that have benefited from the services of NDE in  Minna based on the information provided by 
NDE, Minna area office, the study,  therefore, adopted a census approach using all the 
population. A well-structured questionnaire was used to collect data from the respondents after 
being subjected to validity and reliability checks. Both the dependent and independent variables 
of the study were measured using a set of questions rated on Likert’s five-point scale, ranging 
from strongly disagree “1” to strongly agree “5”.  Validity check was done by experts in English 
Language and in the field of entrepreneurship. Cronbach’s Alpha reliability test was used to 
measure internal consistency of the instrument. With Cronbach Alpha value of 0.74 obtained, 
the reliability of the research instrument was certified (Sani, 2018). The study employed the use 
of simple percentage for descriptive analysis of the respondent’s demography and Ordinary 
Least Square (OLS) regression as inferential statistical tool in testing the hypotheses.  
 
Model Specification  
A linear   regression model adopted from (Cohen, 2008) was used and it as stated below:  
SEP = βo + β1 VST + β2 FIN + β3 COS + e    
Where:  
Y (SEP) = Small Enterprise Performance (Measured in terms of firm’s profitability) 
X1( VST) = Vocational Skill Training  Programme (Measured in terms of skill acquisitions 
programmes such as workshops) 
X2 (FIN) = Finances (Measured in terms of financial supports received from NDE by the firms)  
X3 (COS) = Consultancy services (Measured in terms of professional services made available 
to firms by NDE). 
The a priori expectation of the functional relationship between the dependent variable and each 
of the independent variables is as stated below: the intercept (β0) is expected to be positive. This 
implies that the value of the dependent variable is positive if all the independent variables 
remain unchanged; NDE’S vocational training, finances and consultancy services are expected 
to be positively signed. That is: β0 > 0; β1, β2 > 0; β3< 0. 
 
Empirical Results and Discussion 
 
Descriptive analysis 
A total of 50 questionnaires were administered and collected for analysis. Table 1 below 
presents the descriptive analysis of the result: 
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Table 1: Demographic Profiles                
S/N Variable  Frequency (N = 50) Percentage (%) 

1.  Gender  
Male  
Female  

 
27 
23 

 
54 
46 
 

2.  Marital Status  
Married  
Single  
Divorce  
Widow  

 
30 
11 
4 
5 
 

 
60 
22 
8 
10 

3.  Age Group  
18 – 30 
31 – 44 
45 – 46 
65 and above  

 
19 
15 
10 
6 

 
38 
30 
20 
12 
 

4.  Educational Qualification  
Primary Education 
SSCE/NCE 
ND 
HND 
BSC/B.TECH 
Technical /Vocational Education   

 
2 
6 
6 
7 
17 
12 

 
4 
12 
12 
14 
34 
24 
 

5.  Duration of Existence   
I year  
2 years 
3 years 
4 years 
5 years 
 

 
3 
15 
13 
9 
10 

 
6 
30 
26 
18 
20 

   
 

 
 

 
Source : Authors Computation, 2019.   
 
The table indicates that out of a total of 50 small enterprises sampled for this study, 27 owners 
representing 54% were male while Twenty Three (23) enterprises owners representing 46% 
were female. The finding reveals that there are more male involved in small enterprises than 
female small enterprise owners in Minna Metropolis. The table also shows the marital statuses 
of the respondents. It shows that out of the 50 respondents which benefited from NDE’s services 
in Minna, thirty (30) of the respondents representing 60% were married while eleven (11) 
representing 22% were single, four (4) respondents representing 8% are divorced while five 
(5)respondents representing 10% have lost their spouses. It therefore shows that most of the 
small enterprises sampled for the study were owned by married people. The table also shows 
that out of the 50 respondents that returned their questionnaire 19 (38%) were between the age 
of 18-30 years, 15 (30%) of the respondents were within the age bracket of 31 – 44 years, 10 
(20%) were within the age of 45 – 64 years while 6 (12%) were aged 65 years and above. This 
reveals that the sampled small enterprises were owned by actively young people who can 
contribute significantly to the growth of the study area.   
 
Educational distribution of the respondents as indicated  in table 4.1 reveals that 2 respondents, 
representing 4% have primary education, 6 (12%) were SSCE/NCE qualification, 6 (12%) were 
ND holders, 7 (14%) of the respondents were HND holders while 17 (34%) were BSC/B.TECH 
holders. It also reveals that 12 of the respondent representing 24% have acquired Technical/ 
Vocational Education. This implies that most of the small enterprises were owned by people 
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who have acquired one form of higher education or another. A good number of the enterprises 
were also owned by entrepreneurs who have acquired technical/ Vocational education. This 
provides justification for the vocational training programme of the National Directorate of 
Employment.   
 
The table also shows that three (3) of the enterprises representing 6% have existed for 1year, 
fifteen (15) representing 30% have existed for 2 years, thirteen (13) representing 26% have 
existed for 3 years, nine (9) representing 18% have existed for 4years, ten (10) representing 
20% have existed for 5 years. This information reveals that most of the small enterprise used in 
the study that have benefited from NDE’s programmes, have existed for at least two years. 
Therefore, the inclusion of such firms in the study sample to provide needed information is 
justified. 
 
Inferential Results 
Three hypotheses were tested using linear regressions aided with the Statistical Package for the 
Social Sciences (SPSS) Version 23.0. The hypotheses are as stated below: 
HO1: There is no significant effect of NDE vocational training on small enterprise performance. 
HO2: NDE finances has no significant impact on small enterprises’ performance in Minna 
Metropolis. 
HO3: NDE consultancy services have no significant effect on small enterprises performance in 
Minna Metropolis. 
The results are as presented below: 
 
Table 2 Regression Output 
 

 Unstandardised  Coefficients Standardised Coefficients Sig 
 B Std. Error Beta 
(constant) 
 
VST 
 
FIN 
 
COS 

7.027 
 
.305 
 
.215 
 
.108 

1.137 
 
.169 
 
.160 
 
.131 

 
 
  .250                                        
 
   .190                                            
 
    .117                                            

.000 
 
.780 
 
.185 
 
.824 
 
 
 

          R = Square: 0.728 
         F = 2.05 

  Source: Extracted from SPSS’Regression Result (2019) 
 
The R-Square is .728 which indicates that the independent variables (vocational skills training, 
finance and consultancy services) included in the model together expounded 72.8% of the 
variation in the independent variable  while 27.8% of the total variation in the independent 
variable is explained by variables not included in the model. The F- Value of 2.055, though not 
too high, indicates that the model for the study is good. 
 
Table 2 indicates the effect of the independent variables (vocational skills training, finance and 
consultancy services) on the dependent variable (small enterprises’ performance). It shows that 
NDE’s Vocational training programme has a non-significant positive effect on small enterprises 
performance in Minna Metropolis as indicated by the beta value of 0.305 with associated P-
value of 0.78 which is above the 0.05 level of significance used leading to the retention of the 
null hypothesis.. This finding agrees in part with that of Lee et al. (2019) who found out that 
vocational training has a positive effect on performance. Majority of the respondents while 
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responding to the question on the frequency of training services by NDE has expressed 
dissatisfaction with the manner in which the directorate goes about it. 
 
Similarly, the result shows that NDE finances has no significant impact on the performance of 
small enterprises in Minna Metropolis. This is shown by the beta value of 0.215 with associated 
of .185 which is also greater than the 0.05 level of significance used in the study. Therefore, the 
null hypothesis is also retained. This result is in tandem with the findings of Azihs and Samuel 
(2016) and Anderson (2018) whose results in separate studies show that NDE financial service 
impacts significantly on firm performance. 
 
Finally, the result also shows that consultancy services rendered by NDE to small enterprise 
owners in Minna Metropolis has a non-significant positive effect. Therefore, the null hypothesis 
is retained. This result is consonance with that of Ndem et al (2018) whose finding also show 
that NDE consultancy services have not impacted significantly of firm performance in Cross 
River State.            
 
Conclusion and Recommendations 
Based on the findings of this study, the paper concludes that, though, NDE has made positive 
impact on small enterprises operating in Minna metropolis, it is yet to significantly affect their 
operation with respects to training, finances and consultancy.  
Following from the findings and the conclusion drawn from the study, the researcher 
recommends the following: 

i. The directorate should intensify its vocational training programme so as to make its 
positive effect on small enterprises in Minna metropolis significantly felt. Such 
training should be purpose driven and regular. 

ii. Since findings of the study has shown that NDE finances has a positive impact which 
is not significant on small enterprises in Minna metropolis, the directorate should 
also raise its finances to these enterprises so that small enterprises in Minna 
metropolis can be positively and significantly affected. The terms on which such 
finances are given out should also be reviewed so as to enhance performance. 

iii. The National Directorate of Employment should open its consultancy service doors 
more widely to small enterprises in Minna metropolis so they can avail themselves 
of such services for better performances. 
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Abstract: The need for entrepreneurship development in any economy is necessitated by the 
escalating rate of unemployment and underemployment most especially in developing 
countries, hence, the rationale for small and medium enterprises. This paper examined the 
impact of entrepreneurship on wealth creation in Nigeria. Annual time series data which covers 
the period 1986-2019 sourced from Nigeria Bureau of Statistics and Central Bank Statistical 
Bulletin was used. Vector error correction model was employed for empirical analysis using 
data on small and medium scale enterprises, (SMEs) to proxy entrepreneurship, GDP to proxy 
economic growth and per capita income for wealth. Other explanatory variables used are 
exchange rate, interest rate and inflation rate as these can influence the success or failure of 
entrepreneurship. Findings showed that one per cent increase in entrepreneurship, exchange 
rate and inflation rate led to 4.3%, 0.2% and 21% decrease in GDP respectively. Based on 
these finds, this study recommended that government should provide basic infrastructure that 
can stimulate entrepreneurship development, establish more microfinance banks to make funds 
available to micro, small and medium business owners and intending entrepreneurs; and 
institute more training and development programmes on skill acquisition and business venture 
for youth in rural, sub-urban and urban areas of the country. 

 
Keywords: Entrepreneurship, Wealth creation, Economic growth and Development.  
 
 
Introduction 
Entrepreneurship has been a powerful engine of economic growth and wealth creation for many 
developing countries. It is crucial for improving the quality, number and variety of employment 
opportunities for the poor and less privileged. It has diverse multiplier effects on an economy, 
spurs innovation and fosters investment on people which is a better source of competitive 
advantage than natural resources which can be depleted. Entrepreneurship occupies a piece of 
pride in virtually every country of the world, its significant roles is aptly referred to as the 
engine of growth and catalyst for socio-economic transformation of any country. It represents 
a veritable vehicle for the achievement of national economic objectives of employment 
generation and poverty reduction. Entrepreneurship has been assessed as a driving force of 
decentralisation, economic restructuring and movement in the direction of market economy 
(Adeoye 2015). It is linked to small and medium sized enterprises (SMES) which are the main 
developing force of the developed market economies (Adeoye 2015). It is linked to small and 
medium sized enterprises (SMES) which are the main developed market force of the developed 
market economy that provides the spring board for industrial development and economic 
growth : (Embiringa, 2012). 
 
Entrepreneurship has a long standing history in Nigeria. The people of Igbo community are 
considered one of the oldest entrepreneurs. They engage in crafts, marketing and talent 
utilization. There are many opportunities entrepreneurs can harness in Nigeria. These 
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opportunities include agricultural production, processing and marketing, repairing mobile 
phone, computers, generating plants, cars, etc. But there is a tremendous decline in the number 
of Nigeria entrepreneurs   as many youth have keen interest in white collar job and business 
with short gestation periods. Intrinsic benefits of vibrant entrepreneurship include access to 
infrastructural facilities provided by the existence of entrepreneurial enterprises or organization 
in the surroundings, the stimulation of economic activities such as supplies of various items and 
distributive trade for items produced or needed by the entrepreneurs, stemming from rural urban 
migration and promotion of standard of living of workers of theses private enterprises. 
Entrepreneurship in Nigeria account for a very high percentage of the total number of business 
establishment in the country especially locally small scale enterprises, and as such, its 
development is necessary to promote economic growth and sustain it for the development of 
the country. But presently, entrepreneurship in Nigeria is sub-optimised; the volume of 
production and employment possible for entrepreneurs in the national economy has greatly 
been reduced. 
 
Entrepreneurship in Nigeria has not performed creditably well and the vital role in economic 
development has not been played. Small businesses are confronted with difficulty in accessing 
bank loans, government lack of interest and support for micro, small and medium enterprises is 
another major impediment to the growth of entrepreneurship in Nigeria. Continuous emergence 
of entrepreneurship is hampered by the plethora of challenges such as infrastructural deficits 
such as bad roads, epileptic electric supply and inadequate access to clean water, financial 
constraints on the part of intending entrepreneurs, unfavourable government policies, 
corruption, insecurity and rising overhead costs of transportation and communication. (Ayodeji 
& Isaac, 2015). 
 
Nigeria is naturally endowed with entrepreneurial opportunities but the realization of the full 
potential of these opportunities is always dampened by the adoption of inappropriate and 
ineffective industrialisation policies. At different times; several policy interventions that were 
armed at stimulating entrepreneurship development through small and medium scale 
enterprises promotion based on technology transfer strategy have failed to achieve desired goals 
and has made many indigenous entrepreneurs to become distribution agents of imported goods 
rather than building in the country’s entrepreneurial capacity for manufacturing, mechanised 
agriculture and expert services (Thaddeus 2012). 
 
The broad objective of this study is to determine the impact of entrepreneurship on the growth 
of Nigerian economy. It intends to investigate the key roles of entrepreneurship in wealth 
creation for individuals and the entire country. It also seeks to find out factors hampering or 
promoting entrepreneurship in the country. It also focuses on the need to unmask the potentials 
and rules of entrepreneurship subsectors to Nigeria’s industrial and economic development. 
 
Conceptual and Theoretical Literature  
Entrepreneurship is an activity that involves discovery, evaluation and leverage of opportunities 
to introduce new goods and services. It is the corner stone and the heart of free enterprise 
economy (Popoola, 2014). Porter (1990) reiterated that entrepreneurship is the heart of national 
advantage. It is the manifest ability and willingness of individual on their own, in teams, within 
and outside existing organizations to perceive and create new economic opportunities, (new 
product, new production method, new organizational schemes and new product market 
combinations) and to introduce their ideas in the market, in the face of uncertainties and other 
obstacles by making decisions on location, form and the use of resources and institutions. In 
the words of Okpara (2006), an entrepreneur is an individual who has the zeal and ability to 
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find out and evaluate opportunities. He is a calculated risk taker who enjoys the excitement of 
challenges. Ayodeji and Isaac (2015) defined entrepreneurship as dealing with certainty which 
can be calculated, and uncertainty which cannot be calculated. 
 
Wealth creation is a process described by essential laws of money. It is an investment service 
that combines financial planning and investment advice which include accounting, retirement 
planning, educational and marriage planning for children. Wealth creation through 
entrepreneurship is pertinent in the economic transformation of developing economies. This is 
apparent while considering the achievements recorded by the Asian countries like China, India, 
Malaysia, Indonesia, etc. since 1990s till date. Countries with increased entrepreneurship 
initiatives tend to experience a greater decrease in unemployment rate and record sustained 
increase in standard of living (Ochepa et al., 2017). Acquisition of wealth will increase the 
standard of living of greater percentage of people in the country. 
 
A standard of living is the level of comfort, material goods and necessities available to certain 
socio-economic class. It includes income, gross domestic product, life expectancy and 
economic opportunities. Basic measures of standard of living such as per capita GDP are often 
used to differentiate between developed and developing countries. Emerging market economies 
like the Chinese economy usually experience rising standard of living over time as they grow 
and develop into modern industrialised economies. 
 
Economic growth and development are often used interchangeably but there is a clear 
difference between the two. Economic growth is an increase in the capacity of an economy to 
produce goods and services compared from one period of time to another; while economic 
development is a broader concept. It reflects social and economic progress and requires 
economic growth. Growth is a necessary condition for development but it is not sufficient as it 
cannot guarantee development. Sen (1983) reiterated that development is about creating 
freedom to people and removing obstacles to greater freedom which enables people to choose 
their own destiny. Obstacles to freedom and development include poverty, lack of education, 
poor governance corruption, lack of economic opportunities and inaccessibility to health care. 
There is need therefore to promote entrepreneurship as a strategy and panacea for economic 
transformation. The level of economic development experienced by a society is dependent on 
the depth of entrepreneurship development within that society. The principal focus of 
entrepreneurship is wealth creation and improved livelihood by means of making available 
goods and services (Ebiringa, 2011). Thus, entrepreneurship development is an indispensable 
tool for economic growth.  Through entrepreneurship, goods produced are increased which 
stimulate economic growth, sustainability of growth enhances development. This paper 
examines the extent to which entrepreneurship leads to wealth creation and improved standard 
of living. 
 
Naude (2013) stated that entrepreneurship provides over 90 per cent of employment 
opportunities available in the manufacturing sector and account for about 70 per cent of 
aggregate employment created per annum. This remarkably makes an entrepreneur an 
important factor in the development of any nation. Adeoye (2015) noted that entrepreneurs are 
responsible for taking risks which open doors to higher levels of economic growth. They are 
the backbone of modern ideas which make the world contain to develop. Ubong (2013) also 
observed that more jobs are created worldwide through SMEs than large scale enterprises, and 
added that entrepreneurs introduce new technologies and improve or lower cost output and 
more importantly they earn foreign exchange through export expansion or the substitution of 
import. There is a general belief that entrepreneurship is beneficial to economic growth and 
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development. It has been remarkably resurgent over the past three decades in countries that 
achieved substantial poverty reduction (Naude, 2010). The idea that entrepreneurship and 
economic growth are closely and positively linked can be traced to the early works of 
Schumpeter; an increase in the number of entrepreneurs will promote economic growth via 
these five cases; the introduction of a new product, new production technique, opening of a new 
market, conquest of a new service of supply of raw materials or semi-manufactured goods and 
the establishment of the new industry. Nations of the world are faced with diverse economic 
social and political problems of different magnitudes which have adversely affected their 
economies in terms of growth. Many of their problems are caused by inadequate entrepreneurial 
abolition, inability to effectively utilize the dormant entrepreneurial endowments and resources 
available in these countries. (Miguel-Angel & Maria, 2014).  
 
In the 1970s and 1980s, Nigeria was traditionally an agricultural country providing the bulk of 
its own farm produce and exporting a variety of agricultural goods such as palm oil, cocoa, 
rubber and groundnuts, during this period, there were people who had entrepreneurial mind-set. 
The Hausas, Ibos, Yoruba and Benin all had their own entrepreneurship skills and ideas. The 
Hausas had astute entrepreneurs who managed workers with skills in training, dyeing, weaving 
and metal work. The Ibos specialized in buying and selling goods and perfected their 
entrepreneurial expertise in inventory control, management and distributing. Presently in 
Nigeria, they take the lead in entrepreneurship and have large market in the production of 
different kinds of fabrics, clothes, shoes, bags, etc. The Yorubas engaged in tying and dyeing 
and practice small scale domestic agriculture like poultry, piggery, fishery, farming etc. Like 
the Ibos, the finished products where traded on as business ventures and enterprise. 
Many Nigerians still earn their living from these traditional forms of entrepreneurship. 
 
The Global Entrepreneurship Monitor (2003) found that there is a high correlation between 
economic growth and entrepreneurial activity in industrialised countries in a research conducted 
on entrepreneurship and economic growth in 48 countries. Entrepreneurship therefore plays a 
key role in addressing poverty by contributing to economic advancement and social 
empowerment. It is imperative for Nigeria to learn from the success stories of United States of 
America, Japan, Germany, China, Indonesia, Malaysia, Korea republic, Brazil and Singapore 
in entrepreneurship development and the positive impact on their economies. 
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Conceptual Framework Linking Entrepreneurship to Wealth Creation and Economic 
Development  
 
Level of       What engenders             Important elements      Role of entrepreneurship 

Analysis       entrepreneurship            of entrepreneurship  

 

 
Individual          Interest and psychological          Idea          Profit 

Level  endowment, culture        Skill          Personal wealth 

& institutions                     Action          self Actualisation  

                             

Firm   Societal needs  Start-ups,    
Level  Business culture               Innovations,         Firms profit  

  & incentives               creations of new          Firms performance 

                                                                       markets 

  

Macro  Culture  &  Variety,        Competition,   

Level  Institutions  Competition       Increase in GPD &    

     & Selection               Economic Development  
 
Source: Adeoye (2015)  
 
 
In the model above, the determinants of entrepreneurship can be examined from three 
distinctive level of analysis, the individual, the firm and macro levels of entrepreneurship. 
Entrepreneurship at the individual level focuses on the decision making of individuals and their 
motives to become self-reliant and employers of labour. At the firm’s level, market -specific 
determinants such as profit opportunities are the main focus. The macro perspective is on a 
range of environmental factors such as technological, economic and cultural varieties as well 
as government regulation 
 
Hence, role of entrepreneurship on wealth creation and economic Development include: 
Training and human resources development Innovation, employment generation, wealth 
creation and sharing,  standard of living, wealth redistribution, exports and balanced regional 
development 
 
This study is anchored on Schumpeterian theory of economic development through 
entrepreneurship which sees the possibility and attainability of growth and development of an 
economy through circular flow of income, role of an entrepreneur and business cycle. For 
circular flow, the theory reiterates that the same products are produced every year in the same 
way and for every supply, there awaits its demand which equilibrate demand and supply at each 
point and that the economy is in stationery state with perfect competitive equilibrium. The cost 
of firms are equal to receipts, prices equal to average cost, no profit and no unemployment. The 
economic development is spontaneous and discontinuous. The entrepreneur who is the 
innovator discovers new source of raw materials, presents a new product with modern 



Dutse International Journal of Social and Economic Research Vol. 4, No. 2 July 2020 
  

 

95 
 

techniques of production, search for new markets, create monopoly or establish a new industry 
and streaks the circular flow with innovations. Through these, he overcomes socio-
psychological barriers against introduction of new things, direct the means of production into 
new channels, persuade bank to provide fund, induce other producers to take risk, create an 
enabling environment and take high degree of risk. Furthermore, the theory emphasizes 
business cycle as the next component of development. The rising prices and high rates of profits 
stimulate producers to raise investments by borrowing from the banks. The secondary wave of 
inflation starts with the entrance of new entrepreneur into the industry which affect the primary 
wave of innovation. 
 
New products emerge and displace the old ones decreasing their demand and price fall, old 
firms sell their goods at a low price with a view to liquidating their stocks and run at loss. 
Investment declines and spurs unemployment leading to a fall in aggregate demand. As 
entrepreneurs repay bank loan, quantity of money in circulation reduces and prices start falling. 
Profits too decline and become zero, uncertainty and risk increases. A wave of pessimism 
sweeps the entire economy, boom ands and phase of depression starts. Once the upswing 
begins, the economic recovery emanates and revives the dwindling economy, new equilibrium 
springs up and the new boom period starts. 
 
Empirical Literature 
Many studies have been carried out on entrepreneurship and economic development; few 
related ones are reviewed in this study. Lerner et al (2003) investigated the impact of capital 
limitation on entrepreneurship in 33 European countries and inferred that entries and 
withdrawals of companies are pertinent factors that promote entrepreneurial activities and the 
role of an entrepreneur is very germane. Love and Klapper (2010) studied the dynamics of 
entrepreneurship using panel data covering 95 countries for the period 2004-2009. Result 
showed a negative relationship between incorporation costs, number of procedures required for 
establishing and registering a new business; and number of days required for completing 
incorporation formalities. Orishede and Enzewakwelu (2014) examined entrepreneurial 
development and its application for Nigerian economy using survey method and interview of 
employees in 6 selected small scale business in Asaba metropolis. A sample size of 73 was 
obtained from population of 90. Findings showed that the extent of entrepreneurial development 
is high and the study inferred that job creation and increase in national income are some of the 
contributions of entrepreneurial development to economic growth. 
 
Sema (2015) carried out an empirical study regarding entrepreneurship in Europe and central 
Asia using 144 observations which covered the period between 2004 and 2012.  The study 
found that an increase in per capita real income has minor positive effect on entrepreneurship. 
This fact shows the importance of investment environment required for establishing a business. 
Adeoye (2015) examined the effect of entrepreneurship on economic growth and development 
of Nigeria using simple percentages, charts and graphs to analyse data. Result revealed that 
Nigerian economy has continued to grow over the last decade with real GDP growth rate of 7 
percent. Ochepa et al (2017) also investigated the effect of entrepreneurship on wealth creation 
in Niger state, Nigeria. The study employed Taro Yemane method of 1973 using sample size 
of 324 and one sample t-test to anayse data. Findings revealed that entrepreneurship generates 
employment which has significant impact on standard of living in Niger State.  
 
Methodology 
This study employed Nigerian time series data on small and medium scale enterprises to proxy 
entrepreneurship, per capita income to proxy wealth and standard of living and gross domestic 
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product for economic growth. Other variables used are interest rate, inflation and exchange rate 
with a-priori expectations that these explanatory variables have great influence on emergence 
and sustainability of entrepreneurship and economic growth. The data covers period of 1995 to 
2018 and was sourced from the central Bank of Nigeria statistical Bulletin and World 
Development Indicators. The choice of annual data was due to its availability throughout the 
study period. In addition, the overriding advantage of using annual data had been proved to be 
resistant of short-run transitive and seasonal shocks (Beetsma, 2008) 
 
Model Specification 
The stationarity of variables used was tested in order to determine their order of integration 
which will assist in choosing appropriate econometric model to be adopted for the analysis 
using Augumented Dickey fuller unit root test with the following specification. 
Dzt = αo + αit + α2z t-1 +  ∑ β zt -1 +   Ƹi ------ (3.1) 
where α0, α1 and β1 are parameters to be estimated and  Ƹi is the error term which is assumed to 
be normally and identically distributed. Co-integration test was also carried out using the 
Johanson(1988) framework. Also, examination of short run dynamics and long run causality 
between entrepreneurship, wealth and economic growth was carried out using vector error 
correction method (VECM) following the work of Iyobiyi and Muftau (2014) where 
multivariate vector error correction model was adopted to evaluate the causal effect of exchange 
rate and balance of payment. The choice of using VECM is due to the fact that variables, both 
dependent and explanatory were stationary at first difference. The use of VECM is 
advantageous in that model specification error is avoided. The null hypothesis that 
entrepreneurship has no impact on standard of living and economic growth can be proved using 
the following model 
gdp = f(ent + wt + exch + int + inf) ---- (3.2). 
where gdp is the gross domestic product, ent is entrepreneurship, wt represents wealth creation 
and standard of living, exch is foreign exchange rate, int is interest rate and inf denotes inflation 
rate. 
gdp = βo + β1ent + β2wt + β3exch + β4int + β5inf + Ƹt ___ (3.3) 
Where et is the error term 
 Dgdp t-1 = βo + βiƸDent t-1 + β2Ƹ Dwt-1 +  β3Ƹexcht-1 +  β4ƸDint t-1 + β5Ƹinf t-1 +   Ƹt-1___ (3.4) 
 
Results 
 
Table 1: Descriptive Statistics 

 ENTR EXCHR GDP INFR INTR 
 Mean  25.88382  116.6632  4.749282  19.27750  75.75853 
 Median  14.70000  119.8000  4.600000  12.19750  17.87500 
 Maximum  63.70000  360.2000  10.50000  72.73000  1984.000 
 Minimum  0.600000  2.020000 -1.580000  5.420000  9.930000 
 Std. Dev.  23.96027  90.76478  2.834294  16.99741  337.2099 
 Skewness  0.556784  0.836751  0.101100  1.813785  5.568790 
 Kurtosis  1.654897  3.518997  2.577242  5.162405  32.01810 

      
 Jarque-Bera  4.319891  4.349123  0.311113  25.26662  1368.635 
 Probability  0.115331  0.113658  0.855939  0.000003  0.000000 

      
 Sum  880.0500  3966.550  161.4756  655.4350  2575.790 
 Sum Sq. Dev.  18945.12  271862.1  265.0963  9534.094  3752448. 

      
 Observations  34  34  34  34  34 
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Table 2: Vector Autoregressive Lag 

VAR Lag Order Selection Criteria     
Endogenous variables: ENTR EXCHR GDP INFR INTR     
Exogenous variables: C      
Date: 06/04/20   Time: 05:20     
Sample: 1986 2019      
Included observations: 30     

       
       

 Lag LogL LR FPE AIC SC HQ 
       
       
0 -714.4134 NA   4.64e+14  47.96089  48.19443  48.03560 
1 -608.4440   169.5510*   2.16e+12*  42.56293   43.96413*  43.01119 
2 -587.0171  27.14070  3.19e+12  42.80114  45.37000  43.62294 
3 -550.5579  34.02862  2.30e+12  42.03719  45.77372  43.23254 
4 -514.0825  21.88526  3.08e+12   41.27216*  46.17636   42.84106* 
       
       

 
Table 3: Johansen cointegration 

Date: 06/04/20   Time: 05:35   
Sample (adjusted): 1988 2019   
Included observations: 32 after adjustments  
Trend assumption: Linear deterministic trend  
Series: GDP ENTR EXCHR INFR INTR    
Lags interval (in first differences): 1 to 1  

     
Unrestricted Cointegration Rank Test (Trace)  
     
     
Hypothesized  Trace 0.05  
No. of CE(s) Eigenvalue Statistic Critical Value Prob.** 

     
     

None *  0.656080  83.25254  69.81889  0.0029 
At most 1 *  0.526056  49.09749  47.85613  0.0380 
At most 2  0.479860  25.20419  29.79707  0.1543 
At most 3  0.088795  4.287160  15.49471  0.8790 
At most 4  0.040158  1.311557  3.841466  0.2521 

     
     
 Trace test indicates 2 cointegrating eqn(s) at the 0.05 level 
 * denotes rejection of the hypothesis at the 0.05 level 
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 Vector Error Correction Estimates 
 Date: 06/04/20   Time: 06:08  
 Sample (adjusted): 1990 2019  
 Included observations: 30 after adjustments 
 Standard errors in ( ) & t-statistics in [ ] 

    
   

Cointegrating Eq:  CointEq1  
   
   

GDP(-1)  1.000000  
   

ENTR(-1) -0.043702  
  (0.01405)  
 [-3.10974]  
   

EXCHR(-1) -0.002162  
  (0.00746)  
 [-0.28972]  
   

INFR(-1) -0.217038  
  (0.02379)  
 [-9.12115]  
   

INTR(-1)  0.030334  
  (0.00194)  
 [ 15.6557]  
   
   

 
Discussion of Findings 
The probability value of Jacubera in the descriptive statistics test conducted shows that data on 
entrepreneurship, exchange rate and GDP are normally distributed because their values are 
greater than 0.05 while inflation and interest are not normally distributed as their values are less 
than 0.05 levels of significance. The null hypothesis in the cointegration test conducted was 
rejected because result shows that there is long run relationship among variables as the 
probability value is statistically significant at 0.05 level at asterisked 1 in the table. The Vector 
Error Correction estimate shows that only interest rate is positively related to GDP. 
Entrepreneurship, exchange rate and inflation have negative effect on the growth of Nigerian 
economy in the period considered. One per cent increase in these variables led to 4.3%, 0.2% 
and 21% decrease in GDP respectively. This implies that entrepreneurial activity has not been 
adequate to spur economic growth in Nigeria, it is still being hampered and retarded by 
escalating inflation, volatility in exchange rate and some other factors mentioned in the problem 
statement under introduction of this paper.  
 
This may be the reason why unemployment rate is high, Nigerian government absorbs only 
10% of the working force. It is entrepreneurship, small, medium scale and infant industries that 
can help solve the problem of high employment in the country because entrepreneurship 
increases consumption level, income and savings, reduces social vices and modernises people’s 
perception in the use of machines for the growth of an economy. 
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Recommendations and Conclusion 
Based on the result of findings, the following suggestions are made:  

v Government via agencies and institutions in charge of small and medium scale 
enterprises should institute more training and development programmes on skill 
acquisition and business ventures for youth in rural and sub urban areas. This will help 
reduce terrorism and criminal activities. Youth involved in social vices, such as ballot 
stuffing, ballot snatching, illegal oil bunkering, drug peddling, armed robbery, 
kidnapping will be self-employed or absorbed by the big and successful entrepreneurs 
and contribute their bit to nation building with their knowledge or wealth creating more 
enabling environment and peaceful atmosphere for entrepreneurial activities to 
eradicate unemployment, poverty and hunger.   

v Agriculture, mining, manufacturing are labour intensive but underutilized due to 
dependence on oil. Entrepreneurship can reduce overdependence on petroleum industry 
which is technology intensive but employ less than 5per cent of the Nigerian population. 
Government should provide land with low cost to encourage peasant and large scale 
farming. 

v The artisans and retail market women should be empowered to grow their business into 
large scale. Many of them will be able to live above the poverty level. It will boost 
government revenue in the long run through value added tax and excise duty. 

v Government should allocate and inject adequate fund and other resources to promote 
entrepreneurship and monitor the fund earmarked for it. 

v The prime agenda of the current administration is zero tolerance for corruption, 
government should investigate the factors responsible for the low assessment of the 
intervention funds for SMEs 

v Provision of basic infrastructure that can stimulate entrepreneurship development. It is 
also important for government to establish more microfinance banks to make funds 
available to micro, small, and medium business owners and intending entrepreneurs. 
This should not be left for private individuals only who demand for unaffordable 
collateral. 

 
There have been several government interventions and programmes aimed at promoting 
entrepreneurship through vocational training for skills acquisition, loans and palliatives for 
micro, small and medium enterprises, yet no significant impact on the growth of Nigeria 
economy. However, it is important to provide way for proper coordination and policy stability 
to check these anomalies. 
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Abstract: The 1986 Structural Adjustment Program (SAP) was a deliberate strategy to 
stimulate growth undertaken with the hope of mobilizing Foreign Inflows to precipitate 
economic diversification especially in the Agricultural sector of the Nigeria economy. This 
work is an empirical post mortem analysis of this policy framework as well as finds out whether 
ab initio, it was important to undertake this strategy as a channel towards economic growth via 
diversification. The Toda-Yammato Causality approach interacted with the variables to reveal 
a No causality effect between Foreign Direct Investment in Agriculture and Agricultural growth 
in the Pre and Post SAP era. The study suggested inward looking homegrown policies that will 
finance agricultural growth instead of relying on foreign inflows, which now come with stiff 
conditionality that tend to dwindle the little benefits associated with derivatives sourced from 
the foreign inflows.  

 

Keywords: Foreign Direct Investment, Agricultural Growth, Structural Adjustment Program, 
Toda-Yammato, Causality.  

 

Introduction 
Foreign Direct Investment (FDI) has to do with a long-term investment that reflects an interest 
by a resident entity of one economy, to operationalize activities in another economy 
(International Monetary Fund [IMF], 2012)  

In an effort to attract development as the case with the Asian Tigers, FDI serves as a veritable 
channel for foreign inflow of funds into a domestic economy, in order to bridge the resource 
gap.  This also precipitates overall growth as well as improves technology, enhances 
management expertise and human resource development, for the receiving economy. Oyeranti 
(2003). This crystalizes the import of FDI as a development strategy for third world countries 
especially Africa.  

Until the discovery of oil, Agriculture, which consist of crop production and rearing of 
Livestock for subsistence and commercial purpose, was the major food source and foreign 
exchange earner for the country. (Okuneye, 2002). In as much as Mogues, Bingxin, Shengghen 
and McBride (2007) alluded to the insignificant public spending in this sector, a thought shared 
by Ogbanje, Okwu and Saror (2010) who concluded that private sector participation in 
Agricultural sector leaves much to be desired. 
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Drawing from these historical antecedents, the expectation is that agricultural sector should 
have received greater attention in terms of funding from both the Government and the Private 
sector. This is because the commanding potential of the sector to accrue positives to the 
Nigerian economy, in terms of improved technology and skills, serve as spinoffs for increasing 
government revenue, subsequent upon increased production output. Nevertheless, it is rather 
worrisome, on the level of neglect, to a sector that hold such promising growth potentials. 
Overall, Foreign Direct Investment has the capacity to bridge the resource gap in developing 
the Agricultural sector with the inflow of foreign capital. Andohol and Bamber (2020) 

In relation to the above, Structural Adjustment Programs (SAP) as an economic policy was 
introduced in 1986 by the World Bank and International Monetary fund (IMF) for developing 
economies to liberalize their economies, as well direct inflow of foreign capital into critical 
areas for development.  

To this relation, Anyanwu (1993) provided that SAP, as an economic transformation plan was 
to serve as reversals to the widespread global imbalances between the developed and 
developing economies. This was to assist economic diversification, especially for a mono-
economy like Nigeria, which is oil dependent for its proceeds, to enhance growth and 
development. 

From the foregoing perspective, as government implemented the Structural Adjustment 
Program (SAP) in 1986 as a deliberate policy, does there exist any significant gain of the SAP, 
serving as a conducive environment to provide causations between Foreign Direct Investment 
and Agricultural growth, which necessitated the adoption of this program? Can it be alluded, 
that SAP, whose intent was to bridge the resource gap of providing funding into the Agricultural 
sector has achieved its objective of serving as a prime mover of growth in the Nigerian 
Economy overtime? This paper sets out to answer these questions. 
 
Review of Related Literature 
 
Theoretical Framework 
The use of the Cobb-Douglas Production Function, the Endogenous and Exogenous Growth 
Theories are triangulated to enable a-situate of the model. Cobb and Douglas (1928) observed 
that the relative share of output earned by Labour (L) and Capital (K) exhibits a constant return 
to scale or unitary elasticity of Substitution. This has ensured the specification for the 
production function or the supply side agricultural potential output to be  
X= ALβKα ………………………………………. 1 
Where: X= Total Output, L= Labour, K= Capital, β and α = substitution parameter 

β= (1-α) and β+α =1. 

The Endogenous growth model is a melting pot for diverse theoretical and empirical works, 
which drew strength from Romer (1990). The postulates adumbrate that economic growth or 
output is predicted by outcomes derivable from activities within the economic system and not 
necessarily outside the system as articulated by the exogenous Growth model. In other words, 
aside Labour and Capital other internal economic activities create opportunities for new and 
improved technology that has positive spinoff on total factor productivity. 

The Neoclassical Growth theory of Solow (1956) and Swan (1956) are leading proponents of 
the Exogenous Growth theory. These proposed the relevance of technological process, which 
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enhances total factor productivity attributable to activities external to the economic system. 
This implies that long run growth rate can also be exogenously determined. 

Summarily, both internal and external factors play prominence in the determination of output 
of an economy. 

 
Empirical Review 
Empirical evidence posits varying views regarding the exact impact of FDI on Agricultural 
growth. Though the agricultural FDI-growth nexus has been empirically explored, the growth 
aspect of these studies have focused more on economic growth. Ajibola, Olamide, Isiaka, and 
Adeyemi (2018) carried out one of such studies. In using the Error Correction Mechanism and 
Fully Modified Least Squares Technique, to ascertain the impact of Foreign Direct Investment 
on Economic Growth in Nigeria for the period 1981 to 2017, the study revealed that the oil 
sector component of GDP has a significant and positive correlation with aggregate FDI. The 
sectoral analysis also revealed that the flow of FDI into the communication sector has a positive 
and statistically significant impact on economic growth for the period considered. In as much 
as the study was a sector level analysis, prominence was not given to the agricultural sector.  

In studying the economy of Cambodia for the period 1980 to 2014 by Sothan and Zhang (2017) 
in order to ascertain the causality between Foreign Direct Investment and economic growth, the 
empirical results provided strong evidence of the Unicausality of FDI on Cambodia’s economic 
growth while using Granger causality test within the Vector Error Correction Model (VECM),. 
The empirical sufficiency of the study is nevertheless questioned, along lines of failure to 
interrogate the impact of FDI on sectoral disaggregation of economic growth, especially 
agriculture. 
 
Using exploratory methods, Ogunleye (2014) analyzed the beneficial relationship of Foreign 
Direct Investment on a domestic economy with particular interest on Nigeria. This study found 
out that Foreign Direct Investment is beneficial to developing economy. The analysis, which 
was purely in descriptive form, was far-from been subjected to empirical and econometric test, 
which has the likelihood of providing spurious conclusions.   
 
In 2013, Ugochukwu, Amah and Onoh investigated the relationship between Foreign Direct 
Investment and economic growth in Nigeria. The work covered a period of 1981-2009 using 
the Ordinary Least Square method, the result indicates that FDI has a positive and insignificant 
impact on economic growth. Further results showed that Gross Fixed Capital Formation 
(GFCF) had a positive and significant impact on economic growth; Interest rate was found to 
be positive and insignificant while exchange rate positively and significantly affected economic 
growth. The study is limited along lines of methodology given its incomprehensiveness as well 
as the aggregated nature of the analysis, which becomes curious in the face of generalization of 
findings. 
 
For the Pakistani economy, while employing Error Correction Model, Ahmad, Hayat, Luqman 
and Ullah (2012) revealed a positive relationship between Foreign Direct Investment and Gross 
Domestic Product in the short as well as long run. 
 
In a paper, the contribution of Foreign Direct Investment on agriculture to GDP in Nigeria, 
while using descriptive analysis and simple linear regression, Mulkat, Afolayan and Adamu 
(2015), shared their thoughts that the inflow of FDI to agricultural sector does not follow a 
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regular pattern. Even though, the sector’s contribution to GDP has a direct relationship with the 
inflow of FDI. Despite considering the inflow of FDI on agriculture, the analysis failed in its 
dealings to explore causation between these variables, given that the study was more of an 
impact analysis. 
 
Given a parsimonious model within the Ordinary Least Squares (OLS), Okoro and Atan (2013) 
undertook a sectoral analysis of the impact of Foreign Direct Investment on Agricultural sector. 
Following rigorous regressions, the study found out among other things that, Foreign Direct 
Investment influences positively on the agricultural sector, which leads to growth in the 
Nigerian economy.  
 
For the period 1980-2007, Idowu (2013) within a VAR framework, the author undertook the 
evaluation and forecast of the Impact of Foreign Direct Investment on Nigeria’s Agricultural 
Sector. Results from the analysis revealed that Foreign Direct Investment in the period under 
review had no significant impact on agricultural output. On the other hand, the current volume 
of Foreign Direct Investment does have a significant and positive impact on labor.  
 
Investigating the causality between Agriculture Financing and Economic growth in Nigeria by 
Obansa and Maduekwe (2013), while using Granger Causality Test, the results suggested that 
there exists a bidirectional causality between economic growth and agriculture financing, as 
well as between economic growth and agricultural growth. Further findings revealed that 
productivity of investment has higher yield when financed with Foreign Direct Private loans, 
share capital, Foreign Direct Investment and development stocks while capital-output ratio 
financed with multilateral loans, domestic savings, Treasury bills and Official Development 
Assistance show greater productivity. 
 
The narrative statistics provided by Odi, Olokutun and Olorunfemi (2013) given the work titled 
Effects of Globalization on Foreign Direct Investment in Nigeria, portrayed that Foreign Direct 
Investment (FDI) is beneficial to Nigeria in the area of employment, transfer of technology, 
encouragement of local enterprises. However, the existence of certain impediments such as 
corruption and misappropriation hinders the realization of these great potentials. Thus, the study 
recommended for strong institutions to stem incidences of corruption and misappropriation. 
Rufai and Biam, (2013) Investigated Causal relations between Foreign Direct Investment in 
Agriculture and Agricultural Output in Nigeria. The work while using granger causality test 
within a VAR framework for the period spanning 1960 and 2008, found out that no long run 
equilibrium relationship existed between Foreign Direct Investment in agriculture and 
agricultural output both in the presence of inflation shock and in its absence. However, while 
short run causal relations, influenced flows from Foreign Direct Investment in agriculture to 
agricultural output; this is in addition to the finding that, inflation plays a negative role, given 
the short run influence of Foreign Direct Investment in Agriculture on Agricultural Output. The 
persistent responses of both variables in opposite direction, to exogenous shocks to the system, 
as reported by the impulses responses, further consolidated the finding that no long run 
relationship existed between these variables. 
 
The finding that Foreign Direct Investment positively impacted on agriculture not only in the 
short run but also in the long run, for the period 1970 to 2008 was accentuated by Ajuwon and 
Ogwumike, (2013), while applying the Error Correction Model and Johansen Cointegration 
analysis. The study recommended for domestic income diversification, which has the capacity 
to boost agriculture and stem its erstwhile neglect, while also acknowledging the adverse effects 
of political instability on agricultural investments in the end. 
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Elsewhere as in Ghana, Asiamah, Ofori and Afful (2019) conducted an analysis of the 
determinants of Foreign Direct Investment, with economic growth been amongst the 
determinants. The study used the Johansen’s approach of Cointegration within the framework 
of VAR for the analysis. The study found a cointegrating relationship between FDI and its 
determinants. Nevertheless, of import, was the positive and significant relationship between 
FDI and GDP. The limiting aspect of this work lies in its inability to disaggregate the Gross 
Domestic Product into sectoral format to interact with FDI for analysis. 
 
Several other empirical exploits of the link, between Foreign Direct Investment and Economic 
Growth are replete in literature. Studies on the relationship between Foreign Direct Investment 
and Agricultural Growth also abound. These studies, which are impact analysis, have largely 
failed to analyzed causality between these variables of interest, without taking cognizance of 
the order of integration and optimal lags, (i.e.  The Chi-squared) as such using the F-statistics 
of the Granger Causality that is a weak causality test in the presence of asymptotic conditions. 
There exists the tendency that this might lead to spurious conclusions. Empirical works in this 
regard did not account for the import of Structural Breaks associated with any major policy, in 
this wise the Structural Adjustment Program (SAP), which has made previous works in this 
regard limiting. To make up for the shortcomings, this study disaggregates output with focus 
on agricultural output. Further, the influence of Foreign Direct Investment to this sector as well 
as, accounting for structural breaks, through the usage of Pre and Post SAP periods. The effort 
is to analyze whether a causality does exist, after the adoption of the Structural Adjustment 
Program, as a deliberate development strategy by the Nigerian State. The analysis of causality 
is done using Toda-Yamamoto Test of causality, whose efficacy overshadows the Granger 
Pairwise Causality Test.  
 
Results and Discussions 
Descriptive Statistics 
The model considered in this study comprises of variables, which include agricultural GDP, 
Foreign Direct Investment in Agriculture, Labour Efficiency and Innovation Index. The 
descriptive statistics is along mean, maximum, minimum values. These statistics are presented 
as stylized facts in Table 1.  
 

 
 
Table 1 shows that between 1970 and 2018, agricultural GDP peaked at N27.4 billion in 2018, 
and averaged N3.5billion. Minimum growth of the agricultural sector occurred in 1973 with the 
GDP value of N1.8billion. The minimum value of agricultural GDP was recorded in 1973 
representing a decline from 1970 to 1972 due to early neglect of agriculture for crude oil booms 
of the 1970s. With upsurge in the general economic growth after the economic recession of 
2016, the highest value of agricultural GDP was recorded in 2018.  
 
The highest flow of Foreign Direct Investment in Nigeria into agriculture occurred in 2018 with 
the value of N2.1 billion. This represented a steady rise in the series throughout the study period 
from the minimum value of N7.9 million in 1973. From 1970 to 2018, FDI inflow into 

GDPA in billions FDIA in billions LAB_EFF In percentages INNO in points
 Mean  3,542,634  818.52  0.028628  2.57
 Maximum  27,371,296  2070.2  0.198736  2.84
 Minimum  1,808.7  7.90  4.29E-05  2.30
Source: Researchers’ computations using Eviews 10

Table 1: Descriptive Statistics of the Relevant Variables used in the Work (1970-2018)
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agriculture averaged N818.52 million. Like agricultural GDP, agricultural FDI attained its peak 
in 2018 due to steady growth of the sector from 1973. The earlier developments in the oil sector 
in the 1970s led to decline in FDI inflow into agriculture in 1973 during which year, the series 
recorded it minimum value. 
 
Labour efficiency in Nigeria has been quite low in the period under study. This is occasioned 
by the fact that the highest labour efficiency in Nigeria was witnessed at 19.87% in 2018, while 
at is average between 1970 and 2018, it recorded 2.86%. The lowest rate of labour efficiency 
in Nigeria during the period studied occurred in 1979 with an almost zero performance. A 
seemingly steady rise in labour efficiency was however observed, which could be linked to 
increase in work experience and economic growth over time. 
 
Technological progress, represented by innovation index has also been low in the period under 
study. With average of 2.57 basis points, innovation index peaked in the year 2000 at 2.84basis 
points, having been previously been at a minimum in 1985 at 2.30 basis points. The highest 
innovation index recorded in 2000 was due to the favourable growth witnessed in the economy 
for that year. The lowest value of the innovation index recorded in 1985 is not surprising due 
to the obvious side effects that heralded the Structural Adjustment Programme. 
 
Trend Analysis 
The behavioral patterns of the variables considered in this study are analyzed using trends. The 
aim is to explain the nature and pathways of the variables. The trends of Agricultural Gross 
Domestic Product (GDPA), Foreign Direct Investment in Agriculture (FDIA), Labour 
Efficiency (LEF) and Innovation Index (INNO) are based on the trending patterns presented in 
Figures 1 – 4. 

 
 
Between 1970 and 2008, there appears to have been a constant trend of the GDP generated in 
the agricultural sector. This is observable given the flat portion of the time series plot from 1970 
to 2008. Even after the structural adjustment programme, the trend of agricultural GDP 
appeared unaffected. This could be due to the preference of oil over agriculture during this 
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period. Due to the economic boom after the 2008 global economic meltdown, and with renewed 
vigor and attention towards economic diversification, agricultural sector experienced drastic 
positive shift in growth in 2009, which maintained a steady upward trajectory until 2018. 
Labour efficiency in Nigeria appears to have a similar behavioral pattern with agricultural 
growth within period investigated. This suggests that agricultural GDP and labour efficiency in 
Nigeria follow the same trend. These two variables appear to move together, because 
agricultural output, which is a major correlate of economic growth, serves as a hub for 
employment generation. This means that improvements in Gross Domestic Product of 
Agriculture will accentuate labour efficiency in Nigeria. 
 
The pathway of growth of Foreign Direct Investment in agriculture from 1970 to 2018 exhibits 
a steady and upward trajectory. There was a constant trending from 1970 to 1976. By 1977, 
FDIA rose slightly and thereafter maintained another constancy of trending, given the period 
1978 to 1989.  From 1990 to 1993, FDIA grew sharply, wherefore stagnated a bit at the periods 
1993 to 2006. From 2007 to 2018, the inflow of FDI into agriculture followed an upward and 
steady trajectory. The cyclical pattern as deposited by the FDI inflow into agriculture is 
attributable, to the fluctuations in the foreign exchange market, occasioned by exchange rate 
volatility.  
 
The trend of innovation index in Nigeria from 1970 to 2018 followed the pattern of business 
cycles. From 1970 to 1977, innovation index exhibited an upward trend. The trend became 
downward from 1978 to 1986. After the structural break, caused by the implementation of 
Structural Adjustment Programme, there was a steady and stable growth in the innovation index 
(used as proxy for technical progress) from 1986 to 2000. Thereafter, galvanized by economic 
recession in 2016, the innovation index became downward trending and maintained this 
decline. 
 
Model Specification 
In 1995 Toda and Yamamoto (T-Y) developed a method for Investigating causality based on 
the estimation of augmented VAR model (k+dmax). This method, which uses the Chi 
Distribution to arrive at decisions, is an improvement over the Pairwise Granger Causality Test 
that uses the F-Statistics, which is limiting in the face of asymptotic conditions. The modified 
generic Toda-Yamamoto model used for this work is as follows: 
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Where K denotes the optimal lag length, determined by the usual information criteria, and Dmax 
is the maximum integration order on variables system. rt and pt represent the variables in the 
model, while α, Ꙍ, 𝚿, 𝛿, 𝜱 are the estimated coefficients in the standard VAR, while ε is the 
error term. Summarily T-Y = VAR + additional lags. 
 
The linearity assumption ensures that the variables of interest for this paper is transformed, 
where necessary and the following linear model emerges. 
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𝑙𝑛𝐺𝐷𝑃� = 𝛽: + 𝛽;𝑙𝑛𝐹𝐷𝐼� + 𝛽<𝐿𝐸𝐹 + 𝛽=𝐼𝑁𝑁𝑂 + 𝑈*………….3 

Where, 

LnGDPA = Log of Agricultural Real Gross Domestic Product (Agricultural Output) 

LnFDIA = Log of Foreign Direct Investment in Agriculture 

LEF= Labour Efficiency in Agriculture 

INNO= Innovation Index (Proxy for technical efficiency) 

, ,  and = structural parameters to be estimated. 

Ut = the disturbance or error term. 
Two Standard VAR models plus their additional lags is estimated for period, Pre-SAP (1970-
1986) and post-SAP (1987-2018). Thereafter, the causal relationship between the variables of 
interest are estimated with results presented on table 2. 
  
Analysis of Granger Causality 
To explore the existence or not of a causal relationship between foreign direct investment in 
agriculture and agricultural growth in Nigeria, the four variables of interest (GDPA, FDIA, LEF 
and INNO) were subjected to Toda-Yamamoto test of causality. The Toda-Yamamoto granger 
causality/block exogeneity Wald test also examines the interdependence between agricultural 
FDI and agricultural growth in Nigeria. The granger causality results are analyzed for the period 
before and after the Structural Adjustment Programme. The results are presented on Table 2. 
 

 
 
Table 2 revealed no causal relationship between Foreign Direct Investment in Agriculture and 
Agricultural Growth in Nigeria. This result is verified for pre-SAP and post-SAP periods. In 

Table 2: Granger Causality/Wald Exogeneity Test

Chi-Square df Prob. Causality
FDIA→GDPA 0.072169 2 0.9999
GDPA→FDIA 8.946172 2 0.1105

LEF→GDPA 4.36403 2 0.4983
GDPA→LEF 3.933667 2 0.559

INNO→GDPA 0.522102 2 0.9913
GDPA→INNO 10.69837 2 0.0577

FDIA→GDP 0.019792 1 0.8881
GDPA→FDIA 0.021419 1 0.8836

LEF→GDPA 0.157699 1 0.6913
GDPA→LEF 0.162199 1 0.6871

INNO→GDPA 0.012344 1 0.9115
GDPA→INNO 0.001046 1 0.9742 No causality

Post-SAP

Source: Researcher’s Computations using Eviews 10.0

Pre-SAP

No causality

No causality

No causality 

No causality

No causality
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the same vein, there is no causal relationship between any variables included in the study. This 
suggests lack of feedback between FDI in agriculture and agricultural output in Nigeria. This 
finding confirms the works of Idowu (2013), Rufai and Biam(2013) whose thoughts are that 
there exist no causality between FDI and Agricultural Growth in Nigeria. However, for Odi, 
Olukutun and Olorunfemei (2013), shared an opposite opinion of the existence of a 
Bidirectional causality between FDI and Agricultural growth. Summarily, the comparative 
analysis as reflective on table 2 shows that there is no difference in the causal relationship of 
Foreign Direct Investment in Agriculture and Agricultural growth given the implementation of 
SAP in Nigeria. 
 
Conclusion 
This work was set out to evaluate the existence of causal relations between Foreign Direct 
Investment in Agriculture and Agricultural Growth given the implementation of SAP as a 
deliberate strategy to precipitate economic growth in Nigeria. The Study observed that 
Structural Adjustment Program was passive in stimulating the right quantum of inflows, 
accruable from Foreign Direct Investment towards propelling Agricultural Growth. This could 
majorly be because SAP focused more on stimulating the manufacturing sector, thereby paying 
little attention to Agriculture. Conclusively, Foreign Direct Investment whose complimentary 
role is supposed to enhance agricultural productivity recorded very insignificant achievement, 
given its prominence as the key assumption necessitating the implementation of SAP. Towards 
this end, the paper suggested that aside paying due diligence to policy strategies before 
embarking on their implementation, the government should factor novel ways of developing 
home grown efforts of financing agriculture, rather than relying on Foreign inflows, so as to set 
the right tone for growth and development. 
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Abstract: The prime objective of this paper is to study the impact of financial instability and 
economic growth (RGDP) on foreign direct investment (FDI) in Nigeria from 1970 to 2019 
using Autoregressive Distributive Lag (ARDL) approach. Evidence from bound test reveals that 
financial instability, RGDP, and FDI are cointegrated in the long run.  Moreover, the result 
shows that financial instability and economic growth are positively significant and negatively 
insignificant influencing the foreign direct investment respectively. The study suggests that 
government should necessarily develop financial system to let economic growth make a positive 
contribution to foreign direct investment. 

 
 
Keywords: Autoregressive Distributive Lag (ARDL); Economic growth; Financial Instability; 
Foreign Direct Investment (FDI);  
 
 
Introduction 
Over the last decades, foreign capital inflows in the form of Foreign Direct Investment (FDI) 
have been significantly increased in developing countries. FDI inflows respond to growing 
investment needs in order to stimulate economic growth at a higher rate and thus contribute to 
the macroeconomic stability of the economy. Also, FDI is considered as a source of technology 
transfer, in fact, Romer (1993) showed that multinational firms bring new knowledge and 
know-how for developing countries; this reduces the technological gap between developing and 
developed countries, which can be considered as a powerful growth driver for economic 
convergence. In addition, the entry of foreign firms can create a competitive environment, 
forcing local firms to be more efficient and competitive by streamlining their production 
process and modernizing their technologies. 
 
The Inflow of Foreign Direct Investment (FDI) to developing countries is on the increase in the 
last few decades. A report by the World Bank in 2001, indicated that an upward growth of FDI 
from $24 billion amounting to 24% of the entire total foreign investment in 1990 to about $178 
billion equivalent to 61% of the total foreign investment in 2000. In 2001, the total FDI inflow 
to developing countries stood at $215 billion (International Monetary Fund, 2003). This 
development is impressive particularly to most of the developing countries that lack 
accessibility to international capital market. Similarly, Nigeria is the third host economy for 
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FDI in Africa, behind Egypt and Ethiopia. The country is among the most promising poles of 
growth in Africa and attracts numerous investors in the sector of hydrocarbon, energy, buildings 
etc. The country undergoes the effects of the oil counter-shock. According to the 
UNCTAD 2020 World Investment Report, FDI flows to Nigeria totalled to USD 3,3 billion in 
2019, showing a 48.5% decrease compared to the previous year (USD 6.4 billion in 2018) under 
the effects of austerity measures. The total stock of FDI was estimated at USD 98,6 billion in 
2019. Some of the main investing countries in Nigeria include the USA, China, United 
Kingdom, the Netherlands and France. 
 
There exists substantial number of literatures which assessed the effect of FDI on economic 
growth via various ways through which FDI might affect the growth of the economies positively 
or negatively. Though, the small level of foreign countries in which extraction industries take 
the greater proportion of the FDI for instance Nigeria, has made studies in this area very scanty. 
This motivates the research in this area with a view to empirically assess whether Nigeria as a 
nation largely depends on extraction industries mainly oil sector stands to benefit from FDI in 
terms of its economic growth as many empirical studies confirmed in the case of manufacturing 
FDI (Akinlo, 2004). The economic growth of the developing countries depends on how these 
countries adopt and subsequently implement new technologies available in developed 
countries. The major channel via which new technology will be adopted and implemented by 
the less developed countries is FDI (Findlay, 1978). The use of new technologies will be 
important in contributing to higher productivity of labour and capital in the receiving countries. 
The spillover takes place via demonstration or imitation (Kinoshita, 1998; Sjoholm, 1999) 
 
In light of the normal advantages of FDI, many examinations have been led to look at the Effect 
of FDI on economic growth and yet just a few of studies have considered the determinants of 
FDI with regards to Nigeria. However, this paper is an attempt to fill the void by analyzing the 
effect of financial instability on FDI considering the context of Nigeria. Furthermore, the paper 
adds to the literature on financial unsteadiness and financial development which are 
emphatically critical and adversely impacting the inflow of FDI. Therefore, the purpose of this 
study is to investigate the impact of financial instability and output growth on foreign direct 
investment in Nigeria. The remaining sections of the paper are organised as follows: section 
two is the empirical literature; section three is the methodology and empirical results and the 
final section is the conclusion and recommendations. 
 
 
Literature Review 
This study briefly reviewed only recent past studies on the relationship between financial 
instability, economic growth and foreign direct investment. The study start with the work of 
Anyanwu and Yameogo, (2015) analysed drivers of foreign direct investments (FDI) to West 
Africa using a panel data set from 1970-2010. They used OLS and GMM techniques for the 
estimations. Their results indicated that there is a U-shaped linkage between economic 
development and FDI inflows to West Africa. However, the quadratic element of real per capita 
GDP, trade openness, domestic investment, natural resources endowment, monetary 
integration, exports, and first year lag of FDI have significant positive influence on FDI inflows 
to West Africa; and there is a negative relationship between FDI inflows to the sub-region and 
loan factor of ODA, real GDP per capita, economic growth, domestic credit to the private sector 
and life expectancy. Anyanwu and Yameogo, (2015) examined the factors that drive foreign 
direct investments (FDI) by looking at regional heterogeneity among the five African regions. 
They employed a panel dataset from 1970 to 2010 of 53 African countries divided into Central, 
East, North, Southern, and West Africa. They used GMM and OLS techniques for the 
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estimations. Their result indicated that agglomeration has a strong positive relationship with 
FDI inflows in all the regions except Central Africa. But, in West Africa, the second lag of FDI 
is significantly negative. Maitah, Hodrab, Tomsík, and Benesová, (2015) measured and 
analysed the impact of Foreign Direct Investment (FDI), domestic investment and imports on 
economic growth in developing countries such as Palestine. They used time series data during 
the period 1995–2014. The Least square method has been adopted to assess these factors on 
total domestic production of Palestine and results showed that FDI has a negative influence on 
economic growth, in contrast to the effect of domestic investment and imports which was 
examined to be positive. 
 
Turkson, Gyeke-Dako, and Amissah, (2015) Used the bound co-integration test to study how 
Foreign Direct Investment (FDI) influenced Ghana’s growth through the financial environment. 
They employed time series data covering the period 1977-2010. Their results showed that both 
in the long run and the short run, FDI would have a better impact on growth in a large financial 
environment.  Ahmed, (2016) examined the long-run causes of FDI in oil-exporting countries 
and the causal link between FDI and economic growth in the group of countries. They applied 
to sample data comprises 44 oil-exporting countries over 30 years from 1984-2012. They 
concluded that FDI does not contribute to economic growth in oil-exporting countries; the only 
contribution is observed within non-rentier and non-Islamic oil-exporting countries. Hossain, 
(2016) explored the relationship between foreign direct investment, economic freedom and 
economic growth using panel data for 79 developing countries from 1998 to 2014. He applied 
Pedroni residual co-integration test, feasible GLS (FGLS), generalized least square (GLS), 
pooled OLS, fixed effect, random effect, Poisson regression, praise-Winston, generalized 
method of movement (GMM) and generalized estimating equation (GEE) methods to estimates 
the linkage. The result of OLS and generalized method of movement showed that business 
freedom, trade freedom, size, investment freedom, property rights, freedom from corruption, 
labor freedom, financial freedom, fiscal freedom, monetary freedom have a significant positive 
impact on FDI.  Ojewumi and Akinlo, (2017) investigated the dynamic interactions among the 
inflow of foreign direct investment, environmental quality and economic growth of the 
countries in Sub-Saharan Africa (SSA). The dynamic interaction was examined through Panel 
Vector Error Correction (PVEC) and Panel-Vector Autoregressive (PVAR) methodologies on 
a sample of 33 SSA countries. The result of panel cointegration test showed that the long–run 
association among the variables. Paramati, Apergis, and Ummalla, (2017) empirically explored 
to what extent both foreign (FDI inflows) capital and domestic (stock market) affect clean 
energy uses across the G20, OECD, and EU covering the period 1993-2012. Their results of 
long-run elasticity document that both FDI and stock market developments play an important 
role in stimulating clean energy uses across all three-country groups. Tuman and Shirali, (2017) 
applied a cross-sectional time-series data set for 66 countries for the period of 2003–2010 
investigate the impact of several political and economic variables on Chinese FDI in Africa and 
Latin America. They result found Chinese FDI is influenced by natural resources and trade 
flows in host economies, including ores and metals and oil resources, also being focused on 
markets with lower per capita income. Different researchers investigate this emerging issue 
with different economic actors to capture the impact on the environment. Dogan and Turkekul 
(2016) analyze the effect of trade, energy, financial development, and urbanization on 
environmental degradation. Applying ARDL, they conclude that energy consumption and 
urbanization cause to increase environmental degradation, while trade improves the 
environment for the USA. Bekhet and Othman (2017) and Cai, Yin, and Varis (2018) provide 
similar empirical evidence for the case of Malaysia and China, respectively. 
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Methodology and Empirical Results 
This paper attempts to investigate the impact of financial stability, and output growth on foreign 
direct investment in Nigerian. Foreign direct investment is estimated using the natural logarithm 
of foreign direct investment inflow as a percentage of GDP. Furthermore, this study used three 
major financial indicators as a measure of financial instability. Output growth was estimated 
using the natural logarithm of the real gross domestic product per capita.  
 
Analytical Method 
This study used time series data over the period from 1970 to 2019 to observe the impact of 
financial stability, output growth on foreign direct investment in Nigeria. Financial stability and 
output growth are the independent variables while foreign direct investment is the dependent 
variable. The financial instability data consisted of commonly used financial instability (FI), 
that are composites of variables taken from the banking system’s balance sheet such as domestic 
credit, domestic credit provided by the private sector, market capitalization, broad money 
supply, and lending rates. The creation of the measures of financial instability is a very difficult 
task due to the variety of financial services catered for in the financial system and this study 
follows the method proposed by Batuo and Kupukile (2012). To create the financial instability 
indicator by applying factoring analysis on some financial stability indicators. The principal 
reason for building a composite index is to avoid the problem of multicollinearity that occurs 
when introducing simultaneously several financial instability variables that are much correlated 
among them. The data were source from World Bank Development Database, 2017. The 
general function of the model is given as: 

𝐹𝐷𝐼* = 	𝐺𝐷𝑃* + 𝐹𝐼*																									(1) 
This study transformed all the variables into natural logarithms to capture their elasticity value 
and set them free from the problem of heteroscedasticity. The empirical version of the model is 
constructed as: 

𝑙𝑛𝐹𝐷𝐼* = 	 𝑙𝑛𝐺𝐷𝑃* + 𝑙𝑛𝐹𝐼* +	𝜇F*																	(2) 
 
Where, 𝐼𝑛𝐹𝐷𝐼 is the natural logarithm of foreign direct investment, 𝑙𝑛𝐹𝐼 is the natural 
logarithms of financial stability, 𝑙𝑛𝐺𝐷𝑃 is the natural logarithms of output growth and	𝜇 is the 
random error term which is assumed to have a normal distribution with zero mean and 
predictable variance. 
  
 
Unit root test 
In time series analysis, before running the relationships between the variable’s unit root must 
be tested for stationarity. For this determination, in this present study the conventional Phillips 
and Perron (1988) and the Augmented Dickey-Fuller (1979) were used. The following table 
presented the result of both test 
 
 

Table 1: Unit root test 
 ADF PP 

Variables Level 1st Diff. Level 1st Diff. 
 t stats t stats t stats t stats 

LNFDI -4.9530* -10.398* -5.079* -11.616* 
LNFI -3.501** -9.113* -3.404*** -9.097* 

LRGDP -1.815 -5.928* -1.820 -5.922* 
Note: *, ** and *** Denotes rejection of the null hypothesis at 10% and 5% and 1% significance level 
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In table 1 FDI and FI are found to be stationary at 1%, 5% at both level and first difference, 
while RGDP was stationary at first difference at 1%, levels of significance. Thus, the variables 
are stationary and integrated of the same order.  
 
Bound Test to Cointegration 
The bound test to cointegration method allowed for the integration of the variables regardless 
of their order and whether they are stationary at I(0) or I(1). Secondly, the ARDL determined a 
Dynamic Unrestricted Error Model (UECM) through a linear transformation. The UECM 
integrates the short-run dynamics with the long-run equilibrium without losing any information 
over time. The following are the models for long run and short run coefficients.  
 
	

∆𝑙𝑛𝐹𝐷𝐼<* = 	∅: +	D∅;F

dI;

F8;

∆𝑙𝑛𝐺𝐷𝑃<*IF +D∅<F

dI;

F8;

∆𝑙𝑛𝐹𝐼*IF +	𝛽;𝑙𝑛𝐹𝐷𝐼<*I; +		𝛽<𝑙𝑛𝐺𝐷𝑃*I;

+			𝛽=𝑙𝑛𝐹𝐼*I; + 𝜇*													(3)																									 
Where Δ represents the term of the first difference and 𝜇* is the error term that presumed to 
have a zero mean value as well as variance that is constant. In relation to the test of joint 
significance that takes into account the null hypothesis of the absence of cointegration 𝐻::	𝛽; =
𝛽< = 𝛽J = 𝛽� = 0 contrary to alternative hypothesis𝐻;:	𝛽; ≠ 𝛽< ≠ 𝛽J ≠ 𝛽� ≠ 0, it would be 
performed for equation (3).  
For the F-statistics, Pesaran et al. (2001) offered two sets of critical values: the lower bound 
corresponds to the case where all variables are I(0) and the upper bound corresponds to the case 
where all variables are I(1). If the F-statistic resides below the lower limit, no co-integration 
can occur. If the F-statistic is over the upper limit, then there will be a cointegration. If the F-
statistics comes between the upper limits and the lower limits, therefore the test is inconclusive. 
The second of the steps consists of performing the representation of the general error correction 
of the selected model of ARDL of Eq. (4) below: 

∆𝑙𝑛𝐹𝐷𝐼<* = 	∅: +	D∅;F

dI;

F8;

∆𝑙𝑛𝐹𝐷𝐼<*IF +D∅<F

dI;

F8;

∆𝑙𝑛𝐺𝐷𝑃*IF +	D∅=F

dI;

F8;

∆𝑙𝑛𝐹𝐼*IF +	𝜑𝐸𝐶𝑇*I;

+ 𝜇*					(4) 
Where 𝜑 is the parameter of the error correction and 𝐸𝐶𝑇*I; stand as the lagged residuals that 
are gotten from the long run cointegrating equation estimate that is eq. (2) The lagged residual 
would separate from eq. () at this level and be defined in eq. (5) below: 
𝐸𝐶𝑇*I; = 	 𝑙𝑛𝐹𝐷𝐼<*I; +		𝛼�;𝑙𝑛𝐺𝐷𝑃*I; +			𝛼�<𝑙𝑛𝐹𝐼*I;	 (5) 
Henceforth, the bound test of cointgeration result is presented in the following table as: 
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Table 2: F-Bound Long run Estimates 
     

Test Statistic Value k   
     
     

F-statistic  7.287* 2   
     
     

Critical Value Bounds   
     
     

Significance I0 Bound I1 Bound   
     
     

10% 3.17 4.14   
5% 3.79 4.85   
2.5% 4.41 5.52   
1% 5.15 6.36   

Note: *, ** and *** Denotes rejection of the null hypothesis at 10% and 5% and 1% significance level 
 
These results in Table 2 above suggested that cointegration exists between financial instability, 
output growth and foreign direct investment at 1% level of significance. This implied that 
financial instability, output and foreign direct investment have long run relationship.  This result 
is consistent with that of Belloumi, (2014), Sbia, Shahbaz, and Hamdi, (2014), Anyanwu and 
Yameogo, (2015) and Duarte, Kedong, and Xuemei, (2017) 
 
 

Table 3: Short run and Long run Coefficients 
 

     
Variable Coefficient Std. Error t-Statistic Prob.    

Short run coefficients 
     

(LNFI) 0.211 0.138415 1.529793 0.1341 
 (LNRGDP) -0.07 0.134732 -0.541322 0.5914 

ECM(-1) -0.77* 0.164627 -4.659543 0.0000 
     
     

Long Run Coefficients 
     

Variable Coefficient Std. Error t-Statistic Prob. 
     

LNFI 0.27*** 0.161639 1.707755 0.0956 
LNRGDP -0.09 0.178161 -0.533669 0.5966 

R2 0.31    
Hetro 1.396(0.259)    

Serial Corr 0.274(0.762)    
Normality 0.769(0.681)    

Note: *, ** and *** Denotes rejection of the null hypothesis at 10% and 5% and 1% significance level 
 
The result in Table 3 brackets and square brackets presented the t-statistics and p-values. In the 
short run, the coefficients for financial instability and output growth are positive and negatives 
respectively and statistically insignificant.  While in the long-run, the coefficients for financial 
instability and output growth are significantly positive and insignificantly negative respectively. 
Moreover, in theory, the ECM (-1) must have a negative and significant value which is exactly 
the case in the present study. The higher the coefficient, the more stable the short-run 
association. The estimated coefficient of the ecm (-1) is -0.77 (at 1% significant) suggesting 
that in the absence of changes in the financial instability and output growth, deviation of the 
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model from the long-run path is corrected by 77% per year, which is very fast. The implication 
is that, it will take a little time to entirely return to long-run equilibrium if there is a shock to 
the financial instability and output growth. The long run relationship between financial 
instability and foreign direct investment is positive and statistically significant at 10%. This 
indicated that 1% increase of financial instability will lead to increase of foreign direct 
investment by 0.27%. The result also revealed that 1% increase of output growth will lead to 
decline of foreign direct investment by 0.09%. This result is consistent with the studies of Tang, 
and Tan, (2014), Danakol, Estrin, Reynolds, and Weitzel, (2017), Goh, Sam, and McNown, 
(2017), Mohamed, Singh, and Liew, (2017). However, the results suggested that output does 
not stimulate foreign direct investment in Nigerian economy. The stability of the ARDL 
parameters is perceived by employing the CUSUM and CUSUMSQ tests established by Brown, 
et al (1975). Figures 1 and 2 illustrated that the plot of the statistics from the CUSUM and 
CUSUMSQ is within the critical bounds at 5% level of significance. This necessitates that all 
coefficients in the error correction model are stable over time. The particular models adopted 
in the study seems to be good, sufficient and strong in assessing the long-run and short-run 
associations among financial instability, output growth and foreign direct investment in Nigeria.  
 
 
 

 
 

Figure 1 Cusum Test 
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Figure 2 Cusum Test Square 
 
Conclusion 
This paper investigated the relationship between the series of financial instability, economic 
growth and foreign direct investment in Nigeria from the period of 1970-2019. It applied an 
ARDL model for cointegration to examine the presence of a long-run relationship between the 
above noted series. The topic evidences distinct responsiveness due to the promising 
relationship between the series with insinuations for financial instability. The results showed 
that there is cointegration between the variables specified in the model when FDI is the 
dependent variable. Financial instability stimulated foreign direct investment in Nigerian in the 
long run. Despite the fact that there is an extensive certainty that economic growth can generate 
positive FDI for the host country, this empirical result failed to confirm this. Financial 
instability is the main driver of foreign direct investment in Nigeria. These results can make 
significant implications and for policymakers in Nigeria. The study suggested that for economic 
growth to have the predicted positive influence on FDI, Nigeria should commence severe 
reforms with strong goals and strong commitments. It has to recover its desirability of economic 
growth through series of further motivated structural policies, improving its educational and 
financial system, and increasing its infrastructure.  
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Abstract: The need to increase local rice production necessitated the introduction of Sawah 
technology in Nigeria. Sawah is a man-made improved rice field with demarcated, levelled, 
bounded and puddled rice fields with water inlet and outlet connected to various irrigation 
facilities such as irrigation canals, ponds, springs and pumps. Sawah technology was 
introduced to Nigeria in 2001 but has not been able to achieve the desired target of increasing 
local rice production to a level of self-sufficiency. This paper reviewed the drivers and 
constraints to adoption of Sawah technology. The study revealed that the rate of Sawah 
technology use has increased since the time of its introduction with high adoption level among 
the farmers. The study further revealed that adoption of Sawah technology among farmers is 
driven by the characteristics inherent in Sawah technology which include increased yield, weed 
control, disease and pest management attributes, effective water management, fertilizer 
management efficiency, land preparation and good tillering. The major constraints affecting 
the adoption of Sawah technology in Nigeria were constraints related to land acquisition and 
tenure, economic constraints, technical and mechanical constraints, information, training 
constraints and soil fertility. In disseminating Sawah technology to other areas where the 
technology has not been adopted, these drivers must be considered. Also, effort must be 
intensified to address the constraints identified in this study. 

 
Keywords: Adoption, constraints, drivers, Sawah technology, Nigeria. 
 
 
Introduction 
Achieving self-sufficiency in rice production in Nigeria for the population, given the limited 
opportunity for expansion of cultivable land and increase in population, provide a need  for 
improvement in agricultural production which can only be achieved through Green Revolution 
(Diao et al. 2008; Otsuka & Kijima 2010). Green Revolution increases crop yield per unit of 
land by using high-yielding varieties (HYVs), irrigation and agrochemicals such as fertilizers, 
pesticides and herbicides.  One of the most important features of the Green Revolution is the 
use of agrochemicals (fertilizers, pesticides, herbicides). Agrochemicals are used because 
HYVs were constructed to be responsive to chemical fertilizers and were more susceptible to 
pest outbreaks. Green Revolution provided a synergy between agrochemicals and HYVs to 
achieve increase in rice production.  
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Wakatsuki (2008) noted that to realize green revolution in Sub-Saharan Africa, it is essential to 
improve rice-growing environment by promoting lowland Sawah system. This is because the 
Sawah system utilizes the inland valleys which are reported to be high in fertility and through 
appropriate water management, fertility can be sustained and enhanced for rice production 
(Wakatsuki & Buri 2008). Sawah is man-made improved rice fields with demarcated, leveled, 
bunded and puddled rice fields with water inlet and outlet, which can be connected to various 
irrigation facilities, such as irrigation canals, ponds, springs, pumps, water harvesting, and 
flooded Sawah (Wakatsuki et al 1998). Sawah system entails improved irrigated rice basins, 
seedbed preparation, transplanting and spacing of seedlings, fertilizer application and most 
importantly, water management. Sawah system offers the alternatives for addressing poor soil 
fertility, water management and  varieties confronting rice production in Nigeria (Fashola et 
al., 2006).  
 
Sawah system took off through on-farm adaptive research in the two research sites of Gara and 
Gadza inland valleys, located in Bida, Nigeria in 1986 (Hirose and Wakatsuki, 2002). On-farm 
adaptive research and participatory trials on Sawah system research were conducted on the 
research sites for four years (1986–1990) by Japanese researchers, in partnership with 
Watershed Initiative in Nigeria (2001), a Non Governmental Organization, Agricultural 
Development Project, Ministry of Agriculture, Niger State and National Cereals Research 
Institute (NCRI), the dissemination of the Sawah technology took off in 2001 from villages 
previously identified in a diagnostic survey (Oladele and Wakatsuki, 2010). The goal of Sawah 
rice production is the development of sustainable production systems of the whole watershed, 
which allows intensification and diversification of the lowland production system. Studies have 
highlighted the potentials of Sawah technology for achieving relatively high yields while 
effectively protecting the soil (Fashola et al. 2006; Oladele and Wakatsuki 2008). The mass 
adoption and sustained use of Sawah technology are also important due to the resulting 
environmental benefits.   
 
Over the last one decade, the adoption of Sawah technology has spread across Nigeria cutting 
across all the geopolitical and agricultural zones. Although the aim of achieving Green 
Revolution has not been attained, however, substantial progress has been made. There is 
therefore a need to review the drivers and constraints to the adoption of Sawah technology in 
Nigeria. The paper is divided into five sections. Section one introduces the concept of Sawah 
technology, section two deals with the level and trend of adoption of Sawah technology, section 
three focuses on the drivers of adoption of Sawah, section four reviews the constraints to 
adoption of Sawah technology while section five is the conclusion.  
 
Level and Trend of Adoption of Sawah Technology in Nigeria 
The trend of Sawah technology adoption in Nigeria was reported by Oladele and Wakatsuki 
(2010) as shown in Figure 1. Over the last one decade, the number of farmers adopting Sawah 
technology has increased from 3 in 2001 to 1000 in 2009. Following this trend, average yield 
and farm size have also increased from 4.50 tonnes per hectare and 3 hectares in 2001 to 5.20 
tonnes per hectare and 200 hectares in 2009 respectively.  
 
Alarima et al. (2011a) also reported a high level of adoption among farmers adopting Sawah 
technology in their study. Sawah technology package was reported to have 56.25% full 
adoption, 30.55% partial adoption and 13.20% discontinued use of Sawah technology. This 
implies that there is high adoption of Sawah technology among the farmer. This may be due to 
high yield from Sawah field, the improvement in the rate of tillering of the rice, efficiency of 
fertilizer usage and effective weeds control (Fashola et al., 2006). The high level of adoption 
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among the farmers is a direction toward achieving green revolution in Nigeria. There is a high 
adoption of bunding, canal construction, use of nursery, power tiller and puddling, use of sand 
bag, flooding/irrigation, levelling and smoothening respectively. In a recent study conducted in 
Kebbi State Nigeria, bond construction had 100% adoption, nursery (99.0%), puddling (98.0)%, 
flooding (95.0%), leveling and smoothening (94.0%) and use of power tiller (88.0%) adoption 
reveals that Sawah technology package has high adoption among the respondents. Awareness 
of Sawah technology among the farmers was reported to play an important role in adoption of 
Sawah technology. Awareness is believed to have a great influence on the adoption of 
agricultural innovation.  
 

 
Figure 1: Trend of Sawah technology adoption in Nigeria (Source: Oladele and Wakatsuki, 2010). 
 
Drivers of adoption of Sawah technology 
Adoption is the mental process an individual passes through from first hearing about an 
innovation to final adoption (Rogers, 2003). A number of factors have been identified as driving 
the adoption of agricultural technology. According to Alarima et al. (2011a) adoption of Sawah 
technology among farmers is driven by the characteristics inherent in Sawah technology which 
include increased yield, weed control ability, disease and pest management attribute, effective 
water management, fertilizer management efficiency, land preparation and good tillering as 
shown in Figure 2. The increase in yield of Sawah rice made farmers to adopt the technology. 
Agricultural innovations that are believed to be profitable to the farmers have an increased 
likelihood of adoption. On the other hand, if a farmer does not feel that an innovation will be 
of benefit, there may be no adoption in such instance (Vanslembrouck et al., 2002). The ease 
of diseases and pest control associated with Sawah technology as reported by the study made 
farmers to adopt the technology.  Effectiveness of weed control of Sawah technology and 
effective water management of Sawah technology as reflected in the studies made the farmers 
to adopt the innovation. In a well laid out and levelled Sawah field, with proper water 
distribution, the farmer may not need to weed throughout the growing season and there will be 
effective fertilizer distribution and usage. Fertilizer management in Sawah made the farmers to 

Number of farmers Average Yeild (t/h) Farm Size (ha)



Dutse International Journal of Social and Economic Research Vol. 4, No. 2 July 2020 
  

 

123 
 

adopt the Sawah technology.  This is made possible through multi-functionality of Sawah 
systems as constructed wetland and geological fertilization theory. The Sawah system can be 
managed as multifunctional constructed wetland. Submerged water can control weeds. Under 
submerged conditions, because of reduction of ferric iron to ferrous iron, phosphorous 
availability is increased and both acid as well as alkaline soil pH is neutralized or mitigated. 
Hence, micronutrients availability is also increased. Sawah system encouraged the growth of 
various aquatic algae and other aerobic and anaerobic microbes in addition to rice growth, 
which increase nitrogen fixation in the Sawah system through increase of photosynthesis as 
functional wetlands. The amounts of nitrogen fixation under the submerged Sawah systems are 
not well evaluated. The amounts could be 20-100kg/ha/year in Japan and 20-200kg/ha/y in the 
tropics depending on the level of soil fertility and water management (Kyuma 2004; Greenland 
1997). Through geological fertilization, the soils formed and nutrients released during rock 
weathering and soil formation processes in uplands are partly accumulated in lowlands through 
geological fertilization processes, such as soil erosion and sedimentation as well as surface and 
ground water movements or colluvial processes. Fu et al. (2009) also reported that higher yield, 
better water and weed control, have been recognized by participating farmers as the factors 
motivating the adoption of Sawah technology among the Nupe farmers. 

 

 
Figure 2: Reasons for the adoption of Sawah technology rice production (Source: Alarima et al. 2011a) 
 
Perception of Sawah technology System of Rice Production among Farmers  
Table 3 shows the perception of Sawah technology system of rice production among farmers 
in Nigeria. The mean perception score is 33.08 with a standard deviation of 3.08. Majority 
(68.1%) of the respondents  had a score above the mean indicating a positive perception of 
Sawah system of rice production. Majority of the farmers strongly agree that Sawah system of 
rice production is easy to manage in terms of weed control. Sawah field if properly managed 
needs not to be weeded. Also, majority of the farmers strongly agreed that Sawah give higher 
yield when compared to conventional system of growing rice and helps in conserving the 
fertility of the soil. Lesser quantity of fertilizer is required on Sawah farm as the soil condition 
encourage the growth of algae which help in fixing nitrogen in the soil. Respondents also agreed 
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that Sawah field is easier to work on and makes rice farming more interesting with the higher 
yield harvested from the field.    
 
Table 3: Perception of wetland among the Sawah farmers 

Perception statements Mean Mode Standard Deviation 
Wetland give higher yield 4.55 5.00 0.50 
Sawah is easier to work on 4.45 5.00 0.65 
Sawah makes farming more interesting 4.49 5.00 0.58 
Sawah conserves soil fertility 4.58 5.00 0.51 
Sawah is easy to manage in term of weed control 4.71 5.00 0.47 
Sawah looks more attractive 3.08 3.00 1.07 
Wetland for Sawah is cheap to acquire 3.47 3.00 0.88 
There is less conflict on wetland use for Sawah 3.75 5.00 1.27 

Mean perception Score=33.08; standard deviation=3.08. 
 
Constraints to Sawah technology adoption 
There are several constraints to the adoption of technologies and innovations by farmers. 
According to Guerin and Guerin (1994), these included the extent to which the farmer finds the 
new technology to be complex and difficult to comprehend; how readily observable the 
outcomes of an adoption are; its financial cost; the farmer's beliefs and opinions towards the 
technology; the farmer's level of motivation; the farmer's perception of the relevance of the new 
technology; and the farmer's attitudes towards risk and change.  
 
Three major categories of constraints that affect innovation were highlighted by Guerin (2002). 
The first category relates to users and includes factors such as personality, goal and objectives 
of using the technology, educational level, and degree of motivation. The second emphasises 
the characteristics of the innovation itself and issues associated with the developers of the 
innovation. The third area deals with the role of extension agents and the transfer process. Lack 
of financial capital has been cited by farmers as a major reason for not adopting beneficial 
technologies (Agricultural Technology Adoption Initiative (ATAI) 2011). The constraints to 
Sawah development in Nigeria as reported by Alarima et al. (2011b) and Hirose and Wakatsuki 
(2002) are constraints related to land acquisition and tenure, economic constraints, technical 
and mechanical constraints, information and training constraints and soil fertility.  
 
Land acquisition and tenure constraint include poor fertility of the soil, poor road network from 
their farms to city centres, and topography of the farm that results in high cost of levelling of 
Sawah basins. The role of infrastructure such as road, soil fertility and land acquisition in Sawah 
development cannot be ignored. Good road network and transportation played a significant role 
in the diffusion of technology, inputs use and better prices for farmers (ATAI, 2011). Security 
of land determines whether people will invest in and adopt Sawah technology and as an 
important ingredient in adoption of Sawah technology. Construction of permanent 
infrastructure such as bunds, canals and dykes could only be done on land with secured tenancy 
for reasonable number of years. Land tenure and barriers related to land availability hinder 
agricultural development and intensification (FAO 2001). Hart (1982) described the land tenure 
situation in Africa as confusing and conflict-ridden. Constraints relating to insecure land tenure 
have continued to discourage Africans from making needed agricultural investments (CAPRI, 
2005). Secure access and rights to land is fundamental in the achievement of food security and 
sustainable rural development. 
 
Production and on-farm constraints affecting Sawah development include water management 
and flood. Other on-farm constraints are drought, weeds, pest and diseases. Wakatsuki (2008) 
reported that an improvement of the natural resource management technology, especially 
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through the improvement of water control in rainfed lowland plays a major role in increasing 
rice production among farmers.  
 
Sawah development is also faced by some economic constraints faced by Sawah farmers such 
as lack of viable financial agencies to support their production, poor capital base for farming 
and non-availability of loan to support farming. According to FAO (2001) large investment 
costs may discourage adoption of technology. It was estimated that one hectare of Sawah field 
will require about $3000 for development. Also power tiller set used for land preparation on 
Sawah field cost between $5000-7000 which is beyond the reach of average farmer. Power tiller 
is a multipurpose hand tractor designed primarily for rotary tilling and other operations on the 
farm. This plays a pivot role in Sawah development.  
 
A number of technical and mechanical constraints were also identified to include non-
availability of power tillers for land preparation activities, lack of skill for land and site selection 
and complexity of water management. Farmers faced severe challenges getting power tillers for 
cultivation and access to fertilizers during the cropping season. Farmers are also confronted 
with lack of processing facilities hence they rely on locally made drums for threshing of paddy 
and travel long distances to mill paddy rice. Power tiller is the only power-driven tool that is 
effectively used for Sawah activities currently in Nigeria. It can be used for puddling, levelling, 
and transportation and can also be used as a power source for stationary machines for threshing 
and milling (Ademiluyi et al. 2008).  
 
In addition, training, information and manpower development pose a threat to Sawah 
technology. Manpower to effectively understand and disseminate Sawah technology remains a 
key factor to be considered in actualizing the target of green revolution through Sawah 
technology. The major information and training constraints faced by the farmers are lack of 
access to extension services and lack of technical knowledge of Sawah especially water 
management. Technology generated has proven useful but did not get to the end users who find 
it less beneficial. Both the technology generation system of the innovation dissemination system 
(extension agents) and the farmers are needed for the effective utilization of an innovation. 
Information is a critical resource in the operation and management of the agricultural enterprise. 
Agricultural information is an additional factor of production to the existing factors of 
production, such as land, labour and capital (Tembo, 2008). Access to the right information at 
the right time in the right format and from the right source may shift the balance between 
success and failure of the farmer (Opara, 2008). Information is an essential ingredient in 
agricultural development programs. The non-provision of agricultural information is a key 
factor that has greatly limited agricultural development in developing countries. Agricultural 
information interacts with and influences agricultural productivity. Agricultural productivity 
can arguably be improved by relevant, reliable and useful information and knowledge.  
 
A number of studies have identified soil fertility as a major factor to contend with in successful 
dissemination and adoption of Sawah technology.  Wakatsuki et al (1998), Issaka et al. (1997), 
Buri et al. (1999) and (2000), Kawaguchi and Kyuma (1977), Hirose and Wakatsuki (2002) in 
various studies reported the low fertility status of soils in West Africa both at inland valleys and 
flood plains compared to others in Tropical Asia and Japan as shown in Table 3. Total carbon 
and nitrogen content were low both for West Africa. The mean values of available phosphorous 
and pH suggest that the phosphorous status of West Africa is very critical. Base status such as 
exchangeable calcium and potassium and effective cation exchange capacity were also very 
low in comparison with the tropical Asia. In addition, some micronutrients, such as sulfur and 
zinc are also generally very low and about 60-80% of lowland soils, both inland valleys and 
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flood plains were in deficient level (Buri et al 2000). Comparison of soil fertility data of tropical 
America also revealed that the fertility of lowland soils in West Africa was the lowest among 
the three tropics (Hirose and Wakatsuki 2002). 
 
The fragile fertility base of African soils may be due to low amounts of organic matter due to 
low and/or erratic rainfall and related constrained biomass production. The low level of major 
soil fertility parameters may also be due to leaching, and/or weathering under humid 
environment which has resulted in the loss of cations.   
 
Table 3: Soil fertility parameter of inland valleys (IVS) and flood plain (FLP) of West 
Africa compared to Tropical Asia and Japan 

Location pH Total 
C(%) 

Total 
N(%) 

Avail. P 
(ppm)** 

Exchangeable Cations (cmol/kg) Sand 
(%) 

Clay 
(%) 

CEC/Clay 

    Ca K Mg eCEC    

IVS† 5.3 1.3 0.11 9 1.9 0.3 0.9 4.2 60 17 25 
FLP† 5.4 1.1 0.10 7 5.6 0.5 2.7 10.3 48 29 36 
T. Asia* 6.0 1.4 0.13 18 10.4 0.4 5.5 17.8 34 38 47 
Japan* 5.4 3.3 0.29 57 9.3 0.4 2.8 12.9 49 21 61 

† Wakatsuki et al (1998), Issaka et al. (1997), Hirose and Wakatsuki (2002), *Kawaguchi and Kyuma (1977), ** Bray 2 cited 
in Wakatsuki et al. (2011). 
 
Conclusion 
The paper reviewed the drivers and constraints to adoption of Sawah technology in Nigeria. 
Increased yield, weed control ability, disease and pest management attribute, effective water 
management, fertilizer management efficiency, land preparation and good tillering were 
identified as the major drivers of adoption of Sawah technology. The study also identified land 
acquisition and tenure, economic, information, communication and training, technical and 
mechanical constraints and soil fertility as the major constraints to adoption of Sawah 
technology.  In disseminating Sawah technology to other areas where the technology has not 
been adopted, these motivating factors *must be considered. Also efforts must be made to 
address the constraints identified in this study.  
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Abstract: Efficient use of inputs in maize production helps to achieve increased profitability, 
and competitiveness of agricultural sustainability of rural communities. The study examined 
economic efficiencies of maize production in Kaduna state, Nigeria. A random sampling 
technique was employed to select 258 maize farmers from 20 villages and 4 Local Government 
Areas (LGAs) of Kaduna state, Nigeria. Primary data were obtained with the aid of structured 
questionnaire and interview schedule. The research questions were analysed using descriptive 
statistics, net farm income and stochastic frontier regression models. Results revealed that the 
average gross income per ha was ₦367,083.10. The net farm income was ₦244,449.30. The 
result of technical efficiency model showed that efficiency variables: farm size (p < 0.10), 
quantity of seed (p < 0.10), labour (p <0.01), and quantity of herbicides (p < 0.05) were positive 
and significant at their respective levels. However, among the inefficiency variables, age 
(p<0.01), level of education (p<0.01), farming experience (p<0.01), membership of association 
(p<0.01), and access to credit (p <0.01) were found to be statistically significant. The return 
on investment (ROI) was 2.99, indicated that for every ₦1 invested in maize production; a profit 
of ₦1.99 was realized. Similarly, the estimated parameter of the cost function revealed that the 
coefficients of costs of farmland (0.275), depreciated machinery (0.332), fertilizer (0.368), 
agro-chemical (0.073), and labour (0.142) were all positive and statistically significant at 1 % 
level, indicated that these variables are major determinants of the total cost of maize 
production. There is need for policy by government that would encourage farmers to form 
cooperative association to enjoy economies of scale on inputs and output as they can buy inputs 
in large quantities at wholesale price. 

 

Keywords: Maize, net farm income, efficiency, cooperative membership 

 

Introduction 
The agriculture sector in Nigeria is one of the leading sectors in terms of its contributions to 
domestic food supply, income, foreign exchange as well as providing employment. The sector 
in the 1960’s was contributing 85 % to Nigeria foreign exchange earnings, 90 % employment 
generation, and about 80 % to Gross Domestic Product, GDP (Central Bank of Nigeria, [CBN], 
2010). However, the sector as at recent contributed about 25 % to the real GDP of the economy 
in 2018 (National Bureau of Statistics [NBS], 2019). Despite the sector’s contribution to the 
economy, the Nigerian agricultural production has been low, failing in part by not enhancing 
economic development due to its declining status, especially in the last two decades, and even 
worse with the discovery of oil in the country (Sani & Oladimeji, 2017). 
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Maize (Zea mays L.) is the third most important cereal in the world after wheat and rice, and 
the second most cultivated crop in Nigeria in terms of area harvested which is about 6.5 million 
ha second to Cassava’s 7.1 million hectare (Food and Agriculture Organization Corporate 
Statistical Database, [FAOSTAT], 2018). As one of the most versatile emerging crops having 
wider adaptability under varied agro-climatic conditions, its importance lies in its wide 
industrial applications besides serving as human food and animal feed (Srikanth, Kausadikar, 
Jondhale, & Gandhi, 2017). Nigeria maize production in 2016 / 2017 was estimated to be 10.41 
million MT, which is about 14.7 % and 0.98 % of the production in Africa and the world 
respectively (FAOSTAT, 2018).  
 
It is pertinent to note that food production efficiency is vital to improvement of the agricultural 
sector productivity if the resources available are optimally utilized. Many resources are 
employed by the small-scale farmers at the farm-level with low level of output (Taphee, 2015). 
Since increased productivity is directly related to production efficiency, it is therefore important 
to know how the productivity of maize farmers will be raised in order to help them reduce 
inefficiency. Productivity measures the quantity of outputs of a production process relative to 
the level of inputs. The more output resulting from a given level of input, the more productive 
the process (Ball, Wang, Nehring, & Mosheim, 2015). High demand for maize has made it less 
affordable for poor consumers, thus the need for its increased productivity can never be over-
emphasized. The measurement of productivity analysis of one farm enterprise relative to other 
farms or to the “best practice” in an agricultural production has long been of interest to 
agricultural economists. 

Despite the fact that Nigeria is one of the leading maize producers in Africa, its average maize 
yield of 1.6 metric tonnes per ha is one of the lowest among the top 10 maize producers in 
Africa (Sahel Report, 2018). It is pertinent to note that agricultural land is subjected to 
competition to various uses among small scale farmers to various crops, and they are subject to 
encroachment due to urbanisation and industrial development. The declining trend in quantities 
of maize produced per ha in Nigeria has been evident with majority of maize producers in the 
country recording significant declines in the quantities produced. It becomes imperative to 
assess factors underlying inefficiency in the use of resources that will enhance small scale 
farmers to be efficient in the use of available resources which is a major pivot for a profitable 
farm enterprise (Oladimeji & Ajao, 2014).  

 
Generally, in agricultural production, an efficient use of the existing resources by farm 
households improves their productivity, increases their output, and thereby improves their 
living standard (Gaspard, 2017). In view of the strategic importance of maize in Nigeria, there 
is the need to investigate the resource productivity and efficiency of maize farmers in the study 
area. This study enables us to obtain adequate, sufficient and reliable data for analysis geared 
towards meaningful policy formulation for maize production in Kaduna state. In an attempt to 
do this, the study will provide answers to the following research questions: 

i. What are the socio-economic characteristics of maize farmers in the study area? 
ii. How profitable is maize production? 

iii. Is maize production economically efficient? 
The hypothesis put forward for this study was that there is no significant relationship between 
the socioeconomic characteristics of the maize farmers and economic efficiency. 
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Literature Review 
Net farm income shows the levels of costs, returns and net profit that accrue to farmers. The 
technique emphasizes the costs (fixed and variable costs) and returns of any production 
enterprise. According to Oladimeji, Abdulsalam, & Ayandotun,  (2018), two major categories 
of costs are involved in maize production. One, fixed costs (FC) refer to those costs that do not 
vary with the level of output and two variable costs (VC) refer to costs that vary with output. 
The total cost (TC) is the sum of total fixed cost (TFC) and total variable cost (TVC).   
 
Farm production efficiency refers to the ability of a farm to produce a given set of output with 
the lowest amount of resources (Sani & Oladimeji, 2017). The efficient method of producing a 
product is the one, which uses the least amount of resources to get a given amount of output. 
Efficient farms make better use of existing resources to produce maximum output or incur the 
lowest cost. A farm is said to be efficient when there is maximum output, minimum risk, least 
cost, zero waste, maximum profit and best quality produce.  
 
Sani & Oladimeji (2018) used stochastic frontier production function in the measurement of 
technical efficiency in Sorghum production in Gombe State of Nigeria. Seed, labour and 
fertilizer were found to be significantly related with Sorghum output at different level of 
probability. The results of the determinants of technical inefficiency showed that education, 
farming experience, and cooperative were significantly related with technical efficiency at 1% 
level. Buba (2005) used the stochastic frontier production function in estimating the technical 
efficiency in maize production in Kaduna state of Nigeria. Land, fertilizer and labour were 
significantly related with output at 5% level of probability, with an average technical efficiency 
of 0.62. Nuhu (2016) also used the stochastic frontier production function to study the economic 
analysis of maize production in Soba LGA of Kaduna State, Nigeria. The result showed that 
seed, herbicide and fertilizer were significantly similar with output of maize at different level 
of probability. The determinants of technical inefficiency result showed that household size, 
level of education and extension contact were the significant determinants of technical 
inefficiency at different level of probability.   
 
Therefore, many studies have been made on maize production in Kaduna State. However, most 
of these studies focused mainly on profitability and/or economic viability in one LGA with little 
empirical evidence on technical and cost efficiencies. Hence, this study enables us to obtain 
adequate, sufficient and reliable data for analysis geared towards profitability and efficiency in 
maize production in four LGAs in Kaduna State, Nigeria. 
 
Methodology 
 
Description of the Study Area 
The study was carried out in Kaduna State, Nigeria. The state is located between latitudes 9° 
00’- N and 110 30’- N and longitudes 6° 00’- E and 9° 10’- E of the prime meridian (Kaduna 
Agricultural Development Agency, KADA, 2018). The state occupies an area of about of 
46,053 square kilometres, with a projected population of 8,789,003 in 2019 at an annual growth 
rate of 3.2 % (National Population Commission, [NPC] & NBS, 2016). The state is within the 
derived savannah zone of Nigeria. The weather is characterized by dry and wet seasons. Rainfall 
is between 1837 mm and 3236 mm. The state has a mean annual temperature of 25.2 °C, April 
being the warmest month about 28.6 °C (KADA 2018). 
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Data Collection and Sampling Procedure   
Primary data were used for this study. The data were obtained using structured questionnaire 
administered to the selected maize farmers in the study area in 2017 / 2018 farming season. 
Data obtained from the maize farmers include farmers’ socio-economic characteristics and 
production information especially inputs used and output of maize production. A multistage 
sampling procedure was used to generate data for this study. The first stage involved the 
selection of the four agricultural zones (Table 1) comprising 23 Local Government Areas 
(LGAs). The second stage involved the random selection of one LGA each in three of the 
agricultural zones selected using a simple balloting system. One LGA was purposively selected 
from the last zone (Birnin Gwari) because of the security challenges in the area. This gives a 
total of four (4) LGAs. Ten (10) of villages were randomly selected. The last stage involved the 
random selection of 10 % of the sample frame from each village to obtained a total of two 
hundred and fifty-eight (258) maize farmers out of two thousand, five hundred and eighty 
(2580) using the same balloting system. 
 
Table 1: Population and sample size of maize farmers in the study area 

Zones LGA Villages 10% of villages Name of villages Sample frame Sample size 

Maigana Soba 33 3 Gamagira  212 21 
    Rahama  174 17 

    Gimba  122 12 
Lere Lere 68 7 Raminkura  226 23 

    Sabon Birnin  271 27 
    Sigau  147 15 

    Gogon Jeji  109 11 
    Danlahaji   58 6 

    Jingre   77 8 
    Woba   41 4 

Samaru Kataf Jaba 61 6 Kwoi   181 18 
    Sambam   111 11 

    Chori    87 9 
    Fai    89 9 

    Dura    92 9 
    Daddu    49 5 

Birnin Gwari Chikun 43 4 Nasarawa   153 15 
    Kakau   151 15 

    Rido   133 13 
    Jabo    97 10 

Total 4 205 20    2580 258 
Source: Reconnaissance survey, KADA 2018  
 
Analytical Techniques 
Data collected for this research were analysed using the descriptive statistics, net farm income 
(NFI) and stochastic frontier models.  The formula for the NFI model is stated as:  

The formula for the net farm income model is stated as:  

 𝑁𝐹𝐼 = 𝑇𝑅 − 𝑇𝐶  ………………………………………………………………… (1) 
Where: 𝑁𝐹𝐼 = net farm income (₦),  𝑇𝑅	= total revenue (₦),  𝑇𝐶 = total cost of production 
(₦) 
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𝑇𝐶 = 𝑇𝑉𝐶 + 𝑇𝐹𝐶 ………………………………………………………………… (2) 
Where: 𝑇𝑉𝐶 = Total variable cost (₦) and  𝑇𝐹𝐶 = Total fixed cost (₦) 
(Equations 1 - 2 adopted from Oladimeji et al., 2018). 
The Stochastic Frontier Production Function (SFPF) specifying the technical efficiency in 
maize production in the study area is expressed explicitly as: 
𝐼𝑛𝑌 = 	𝛽: +	𝛽;𝐼𝑛𝑋; +	𝛽<𝐼𝑛𝑋< +	𝛽=𝐼𝑛𝑋= +	𝛽J𝐼𝑛𝑋J +	𝛽�𝐼𝑛𝑋� + (	𝑉F −	𝑈F) 
……………3 
where: 𝐼𝑛 = natural logarithm, 𝑌 = output of maize (Kg),  𝛽: = constant term,  𝛽;- 𝛽� = 
regression coefficients, 𝑋; = farm size (ha), 𝑋< = quantity of seed used (kg), 𝑋= = total labour 
used in production (man-days), 𝑋J = quantity of agrochemicals used (litres),  𝑋� = quantity 
of fertilizer used (kg), 𝑉F = random error term in the production that cannot be influenced 
by the farmer, -𝑈F = inefficiency effect. 
The -𝑈F is expressed as:  
-𝑈F = 	𝛿: +	𝛿;𝑍; +	𝛿<𝑍< +	𝛿=𝑍= +	𝛿J𝑍J +	𝛿�𝑍� +	𝛿�𝑍� +	𝛿�𝑍�	 …………………4 
 Where: -𝑈F = technical inefficiency of the 𝑖*�farmer,  δ0 = constant,  𝛿;-	𝛿� = parameters 
to be estimated, 𝑍; = age of farmer (years),  𝑍< = level of education ((nil = 0, primary = 1, 
secondary = 2, Tertiary = 3),  𝑍= = household size (number of persons), 𝑍J = Farming 
experience (years), 𝑍� = Membership of association (dummy),  𝑍� = access to credit 
(dummy) 
𝑍� = access to off-farm income (dummy) 
The allocative efficiency model used in the study specified as:  
 𝐶 = 𝐹(𝑃, 𝑌; 𝛼)	𝑒𝑥𝑝	𝑒F	𝑖 = 1,2. . . 𝑛 ……………………………………….5 
Where: 𝐶 = cost associated with maize production (₦), 𝑃 = vector of input prices (₦), 𝑌 = 
maize output (Kg), 𝛼 = vector of parameters and 𝑒F = composite error term.  
The product of technical efficiency (TE) and allocative efficiency (AE) provides the 
index of economic efficiency (EE). The model to be used in the study is specified as:  
𝐸𝐸 = 𝑇𝐸	 ∗ 𝐴𝐸 ………………………………….6 
Where: 𝐸𝐸 = economic efficiency, 𝑇𝐸 = technical efficiency and 𝐴𝐸 = allocative efficiency 
(Equations 3-6 adopted from Idi, Damisa, Edekhogregor & Oladimeji, 2019). 

 
Results and Discussion 
 
Socioeconomic characteristics of farmers 
The result of the socio-economic characteristics of maize farmers presented in Table 2 showed 
that the mean age of the maize farming household head was 46 years. This depicts that most of 
the maize farmers are on average still within the productive and economically active age group. 
The significance of high number of married farmers (92.64%)  is that there could be more 
family labour available to farming households to accomplish different farm operations in order 
to increase their income and standard of living.  
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Table 2: Socio-economic characteristics of respondents in the study areas 
Variable Range F % Mean Stdev COV, % 
Age ≤ 30 18 6.98 46 10.1 22 
 31-40 78 30.23    
 41-50 75 29.07    
 51-60 66 25.58    
 >60 21 8.14    
Sex Male      
 Female      
Marital status Single 6 2.33    
 Married 239 92.64    
 Divorced 3 1.16    
 Widow/widower 10 3.88    
Household size ≤5 54 20.93 10.3 6.1 59.2 
 6-10 108 41.86    
 11-15 62 24.03    
 16-20 16 6.20    
 >20 18 6.98    
Educ. level Non-formal 60 23.26 10.3 6.1 59.2 
 Primary 56 21.71    
 Secondary 90 34.88    
 Tertiary 52 20.16    
Experience ≤10 18 6.98 25.3 9.7 38.3 
 11-20 82 31.78    
 21-30 107 41.47    
 31-40 33 12.79    
 >40 18 6.98    
Extension 0 194 75.19 4.7 1.5 31 
contact 1-3 14 5.43    
 4-6 14 10.47    
 ≥6 23 8.91    
Total  258 100    
       

 
The result in Table 2 also revealed that majority of the maize farmers (76.75%) in the study 
area had one form of formal education or the other implying that there is potential for increased 
maize production since literate farmers have better ability and knowledge to access and absorb 
new information to enhance their productivity. Sani and Oladimeji, (2017) noted that level of 
education is expected to influence farmers’ adoption of agricultural innovations and decision 
on various aspects of farming. Sani and Oladimeji, (2017) noted that level of education is 
expected to influence farmers’ adoption of agricultural innovations and decision on various 
aspects of farming. The mean household size of 10 persons suggests that more mouths are to 
be fed and they depend on the income from maize production to be food secured. The 
significance of household size in agriculture that there is likelihood of reduced cost of labour, 
as adequate family labour may be available for farming operations.  
 
Profitability of Maize Production in the Study Area 
Results presented in Table 3 indicated that the average gross income (GI) per ha cultivated was 
₦367,083.10 while the TC was ₦122,633.30. The NFI was therefore ₦244,449.30. The cost of 
labour was found to be the highest variable cost accounting for 26.6 and 42.0 % of the TVC 
and TC respectively while the cost of renting of farmland (28.8%) was found to be highest fixed 
cost of maize production in the study area. The average rate of returns on investment (RNI) was 
2.99, indicated that for every ₦1 invested in maize production in the study area; a profit of 
₦1.99 was made. The operating ratio of 0.21 and fixed ratio of 0.12 showed that maize 
production in the study area is economically viable. 
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Table 3: Average costs and returns per hectare of maize production 

Items of cost 
Average value 
(N/ha) Percentage 

Variable cost  

Seed/seedlings 12,621.29 10.3 
Labour (land preparation, planting, weeding, 
spraying, harvesting, threshing) 32,579.02 26.6 
Fertilizers 11,159.00 9.1 

Agro chemicals 8,351.00 6.8 
Transportation 12,651.16 10.3 

Total variable cost 77,361.47  
Fixed cost  

Land 35,289.51 28.8 
Machineries 9,982.34 8.1 

Total Fixed cost 45,271.85  
Total Cost 122,633.3 100 

Returns   
Sales 305,910.5 83.3 

Consumption 38,692.1 10.5 
Gifts 22,480.42  6.2 

Gross income (GI) 367,083.1 100.0 
Gross Margin  289721.6  

Net Farm Income  244,449.8  
Return per naira invested 2.99  

Operating Ratio OR= TVC/GI 0.21  
Fixed ratio= TFC/GI 0.12  

Gross ratio = TC/GI 0.33  

Estimation of the Efficiencies of Maize Farmers 
The maximum likelihood estimate (MLE) of the parameters of the technical efficiency model 
is presented in Table 4. The estimated sigma squared (σ2) for maize farmer was significantly 
different from zero at 1 % level. This indicates a good fit and correctness of the specified 
distributional assumptions of the composite error terms. The MLE result of technical efficiency 
model as presented in Table 4 showed that efficiency variables farm size (p < 0.10), seed (p < 
0.10), labour (p <0.01), and herbicides (p < 0.05) were positive and significant at their 
respective levels. However, among the inefficiency variables, age (p<0.01), education (p<0.01), 
farming experience (p<0.01), membership of association (p<0.01), and credit (p <0.01) were 
found to be statistically significant. The variables that were positive and statistically significant 
imply that an increase in these variables will lead to corresponding units increase in output of 
maize, ceteris paribus. The result supports a priori expectation that as production variables 
increases, output of maize increase also.  
 
The result of the inefficiency model also in Table 4 showed that the coefficients of age (-0.115), 
level of education (0.125), farming experience (0.141), membership of association (-0.145) and 
amount of credit utilized (-0.278) of farmer were all statistically significant at 1 %. The result 
showed that a year increase in the age of farmers and membership of organisation reduces 
inefficiency in maize production by -0.115 and -0.145 units. This further indicates that older 
farmers who had been in farming organisation are more technically efficient than younger ones. 
In contrast, result showed that an increase in level of education would lead to 0.125 a units 
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increase in technical inefficiency. This indicates that maize farmers without formal education 
and with more years of experience are less technically efficient than those with less years of 
experience are.  
 
Table 4: Results of MLE of stochastic frontier production function of maize production 

Variables Parameters Coefficients Std. error T – ratio 

Constant β0 0.118 0.0056  20.80*** 
Farm size β1 0.476 0.288 1.65* 

Quantity of seed β2 0.228 0.134  1.69* 
Labour Β3 0.663 0.204  3.25*** 

Quantity of agro chemicals β4 0.206 0.091  2.27** 
Quantity of fertilizer β5 -0.006 0.063 -0.10 

Inefficiency variable   
Constant Z0 -0.693 0.237 -2.92*** 
Age Z1

 -0.115 0.0089 -12.78*** 
Level of education Z2 0.125 0.0219   5.69*** 

Household size Z3 -0.137 0.225  -0.61 
Experience Z4 0.141 0.017   8.22*** 
Membership of association Z5 -0.145 0.058  -2.53*** 
Access to credit Z6 -0.278 0.079   3.52*** 
Off-farm income Z7 0.511 0.599   0.85 
Diagnostic statistics    

Sigma square σ2 0.188     0.0473   3.98*** 
Gamma ᵞ 0.982      0.005 188.83*** 
Log likelihood function L/f - 679.648***   
LR test  0.163   

Total observation 258   
Mean efficiency 0.732   

Note: Level of Significance; * = 10%, ** = 5% and *** = 1% 
 
Estimated Stochastic Frontier function (Allocative Efficiency) of Maize Farmers 
The MLE of the stochastic cost parameters for maize farmers presented in Table 5 revealed that 
the high value of the sigma squared indicates the goodness of fit and correctness of the specified 
assumption of the composite error terms distribution. The estimated parameter of the cost 
function showed that the coefficients of cost of farmland (0.275), cost of depreciated machinery 
(0.332), cost of fertilizer (0.368), cost of agro-chemical (0.073), and cost of labour (0.142) were 
all positive and significant at 1 % level, indicating that these variables are major determinants 
of the total cost of maize production. This also could mean that a marginal increase in their unit 
prices has sizeable effect on the production cost of maize.  
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Table 5: Results of MLE of stochastic frontier cost function of maize production 
Variables Parameters Coefficients Std. error T – ratio 
Constant β0 1.018 0.703   1.45 
ln cost of land β1 0.275*** 0.062   4.46 
ln depr of machinery β2 0.332*** 0.023 14.65 

ln cost of seed β3 0.006 0.035   0.18 
ln cost of fertilizer β4 0.368*** 0.015 24.50 
ln cost of agro-chemical β5 0.073*** 0.020   3.59 
ln cost of labour β6 0.142*** 0.055   2.56 

Inefficiency variable   
Constant Z0 -23.87*** 1.416 16.86 

Age Z1 0.040 0.033   1.22 
Level of education Z2 0.988*** 0.177   5.59 
Household size Z3 0.336*** 0.051   6.55 
Experience Z4 -0.089* 0.048  -1.85 

Membership of association Z5 -0.117*** 0.033 -3.55 
Access to credit Z6 0.360 0.786   0.46 
Off-farm income Z7 0.659 0.611   1.08 
Diagnostic statistics    

Sigma square σ2 0.699***      0.035 20.01 
Gamma ᵞ 0.974***      0.019   52.06 

Log likelihood function L/f -202.704***   
LR test  422.509***   
Total observation 258   

Note: Level of significance * = 10%, ** = 5% and *** = 1% 
 
The positive coefficient of level of education (0.988) and household size (0.336) were both 
statistically significant at 1 %, and indicates that farmers’ level of cost efficiency tend to decline 
with education and household size. This is in contrast with the assumption that one educational 
level of the farmers will have positive effect on the level of efficiency as the embody skill that 
can improve their overall efficiency and two increase in household is an indication that total 
cost of maize production decreases with family size. This negates the assumption that household 
size – a proxy for labor availability can supply paid/hired labor thereby reducing cost of labor 
and bringing about increase in the efficiencies in overall cost of maize production. 
The negative coefficient of years of farming experience (-0.089) statistically significant at 10 
% and membership of association (-0.117) at 1 % level of significance implies that experienced 
farmers and farmers who belong to association are more cost efficient than the inexperienced 
ones. This could also mean that as the years of farming experience and membership of farmer’s 
association increases in the study area, the cost inefficiencies of maize farmer decreases. This 
is in conformity with the assumption that farmers’ years of experience affect production 
efficiency. 
 
Distribution of Efficiency Estimates  
The result in Table 6 showed the distribution of maize farmers according to their technical, 
allocative, and economic efficiencies. Specifically, the mean TE, AE and EE efficiencies of 
maize production in the study area were 0.73, 0.70 and 0.51 respectively. The mean TE 
efficiency value of 0.73 means that maize farmers only attained an output equal to 73 percent 
of potential output and they could get an additional output of 27 percent if the technical 
inefficiency in production is eliminated. The result also showed the coefficient of variation 
(COV) of TE, AE and EE of 25.1, 22.1, and 24.2 % indicates the variation between the least 
technically efficient maize farmer and the best technically efficient farmer in the study area.  
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Table 6: Technical, Allocative and Economic Efficiencies of maize farmers 

Efficiency levels 
Technical 
Efficiency  

Allocative 
Efficiency  

Economic 
Efficiency  

 Frequency Percentage Frequency Percentage Frequency Percentage 

≤ 0.50 11 4.26 22 8.53 115 44.57 
0.51 - 0.60 44 17.05 15 5.81 77 29.85 

0.61 - 0.70 42 16.28 59 22.87 42 16.28 
0.71 - 0.80 71 27.52 109 42.25 22 8.53 

0.81 - 0.90 55 21.32 52 20.16 2 0.78 
0.91 – 1.00 35 13.57 1 0.39 0 0 

Total 258 100 258 100 258 100 
Mean 0.73  0.70  0.51  

Min 0.41  0.05  0.04  
Max 0.99  1.00  0.80  

Std. Dev. 0.18  0.15  0.12  
CoV 25.0 %  22.1%  24.2%  

Conclusion and Recommendations 
Maize production among farmers in the study area is profitable. However, these farmers did not 
achieve absolute efficiency in terms of input-output relationship and cost thereby, leading to 
majority not attaining efficiency level of 50%. Families with large household sizes should be 
encouraged to take advantage of their large family sizes for labour on the farm. Cooperative 
association significantly influences efficiency, and a significant proportion of the respondents 
do not belong to cooperative society, this therefore calls for policy that would encourage 
farmers to form formidable cooperative association. This will enable the farmers to enjoy 
economies of scale on input and output as they can buy in large quantities at wholesale price. 
The result of the technical efficiency showed that age is significant but has a negative 
relationship; youths are therefore encouraged by both the government and private organisation 
by providing them with necessary farming incentives, to farm to minimize inefficiency 
associated with older aged farmers. 
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Abstract: Federal frame-work is seen as the most acceptable form of government at least for 
its integrative capability to accommodate heterogeneity in a multi-ethnic and diverse society 
like Nigeria. However, in Nigeria, the asymmetric nature of relationship between the levels of 
governments created serious problem of mistrust arising from contestations among various 
ethnic, religious and regional groups over political power and scarce resources resulting to 
the call for its restructuring. As a result, the objective of this paper is to examine factors 
responsible for the agitations and contestations, the issues to be addressed and the possible 
challenges in restructuring the nation so as to actualize the quest to have a true federalism and 
good governance in Nigeria. Using the theory of ethnic pluralism, the paper examines the 
current agitation for restructuring in Nigeria. The study applied the descriptive and historical 
method while the data were generated from the documentary sources and analyzed 
qualitatively. The paper opined that the call for restructuring is as a result of perceived 
frustrations, marginalization, and injustice as well as asymmetric imbalance among the 
component units. The study suggests that the issue of political restructuring in Nigeria can be 
resolved when more power and resources are devolved to the various units of the federations. 
The paper concludes that, although the current federal system is not perfect, but most of the 
issues are created from the mode of operating the system and its institutions by the political 
leaders. 

 
Keywords:  Agitation, Federalism, Restructuring, and Nigeria. 
 
 
Introduction: 
Due to the realities of ethnic, religious, regional and political diversities in Nigeria, the nation’s 
federal structure has to be revisited and re-focused in order to minimize the bitterness of 
contesting agitations by various groups. Political and social diversities in the nation has re-
enforced demand for true federalism which is assumed to be an accelerating factor for economic 
development, national integration, unity in diversity with a more healthy competition in revenue 
generation and allocation. But, these can only be achieve when the federating units are of 
relative equal strength in decision making and inputs into governance. 
 
However, the federal practice in Nigeria today seems to be an asymmetric one in which the 
center has an overarching powers and dictates the face of the component units who supposed 
to be a coordinate units hence, the central government has positioned itself as an octopus firmly 
gripping the federating units with its poisonous clutch and constantly dictating its destiny 
(Denial, 2002). 
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Historically, the issues of federalism, state creation and fiscal federalism in Nigeria, is rooted 
from economic, political, social, constitutional and cultural factors as they constitute the central 
features of intergovernmental relations in Nigeria (Arowolo, 2011). Thus, achieving stable and 
viable federal frame-work has been the issue of debate among various interests in Nigeria 
federation. In fact, the practice of federalism, revenue sharing and resource control always 
provoked debate and lengthy discussion in Nigeria much more than any other issue, hence the 
calls for the nations restructuring. 
 
Although, federal process has started during Richard constitution of 1946 with the creation of 
three regions, but the issue of state creation started in 1963 when Mid-Western region was 
carved out from the western region. In 1967 the country was divided into 12 states by Gowon 
regime, 7 states were added in 1976 by Murtala regime and between 1987 and 1991 General 
Babangida created additional 11 states  while General Abacha made the country to be of 36 
states with 774 LGA’s at present while Abuja is reserved as Federal territory. Thus, the 
changing nature of the federal structure is what generates the changing demand and 
contestations among various groups on fiscal federalism, state creation and the question of 
resource control. The current return of Nigeria to democracy is what opens new fora agitating 
for restructuring the institutional and operational frame-work to address issues of 
marginalization and imbalance in the resource sharing. The loss of hope and confidence on the 
political system especially from the south necessitate demand for power shift and as a result 
restructuring is:  

“about the allocation of natural resources, the structures of the state, the fortunes 
of individuals in relations to the enabling or disenabling factors of ethnicity, 
religion and linguistic affinity; what the average Nigeria  think of himself 
(herself) and his nation and whether, in fact, Nigeria is yet a nation” (Odunuga, 
2012). 

It is in view of the above that this paper attempts to explain the issues around the agitation for 
restructuring the nation and the possible challenges that maybe encountered in the process. 

 
Theoretical Frame-Work 
The paper adopts a pluralist theory propounded by Nozick, Ravers, Ticbout and Asheroft among 
others. A pluralist is a society in which a consensus of social, economic and political values 
among diverse groups are not present hence, the society is inherently prone to violent conflicts 
and that separate communities inclined to conflictual behavior and force rather than consensus 
because, politics and decision-making are located in the frame-work of government (Rabushka 
& Shepsle, 1972). Thus, pluralism is the distribution of political power among members of the 
society in shifting patterns of conflicts, competitions and corporation either in religious, ethnic, 
regional, economic or political lines of divides. Other civil societies and interest groups use 
their resources to influence politics and decision process in the state. Since Nigerian state is a 
conglomeration of different groups with each group trying to identify its interest, those who feel 
their interest is not adequately protected will seek the restructuring of the state to either 
emancipate themselves from domination and exploitation or better consolidate their 
domination. Pluralism seeks to promote unity in diversity through devolution of powers to 
accommodate different nationalities hence, the adoptions of federal system of government 
(Muhammad & Sulaiman, 2018). 
 
To preserve unity in diversity while maintaining collective allegiance to one central authority, 
pluralist suggest the adoption of democracy in the plural society which serve as a vent for 
frustration when negotiated agreements are not honored (Abah, 2016). This is to minimize the 
danger of political bitterness and to encourage mutual cooperation among various nationalities 
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despite the leading politicians were nationalists by the day and tribalists by night (Mkandawire 
cited in Ojo, 2009). Restructuring is the best option for all as it will discuss and address all 
conflicting issues among various groups as restructured Nigeria will ensure the entrenchment 
of democracy and good governance with power been disperse to various sections and interest 
of the state be it in ethnic, religious, economic or political dimension. This is because feelings 
of alienation, domination, marginalization and exploitation arise through inequality in resource 
distribution and political representation throughout the population. 
 
Literature Review on the Issues in Restructuring Nigeria 
The Nigerian state is a product of colonial creation in which two separate protectorates; the 
southern and the northern were forced together purposely to ease administrative task of colonial 
administration. Although Lugard brought together these separate entities, Lugard did not make 
any attempt to encourage unity and integration but instead, pursue a policy of divide and rule 
tactics which continued by the successive colonial administrators. Thus, “it was the 
arbitrariness in the formation of the state and the centrifugal forces in the Nigeria state that later 
produced adverse consequences onto the national life and the political behavior of the people” 
(Aluko, 2005). The southerners were calling for restructuring the colony due to their perceived 
marginalization by the northerners who were favoured by the structural and operational federal 
frame-works since the formation of the regions. 
 
The regional partition by the colonial government created asymmetric imbalance in which 
Northern region has an overbearing influence on any issue of joint deliberations because of its 
population and landmass. While southerners alleged that power is dominated by northern 
region, northerners’ feared domination in bureaucracy and revenue allocation despite southern 
low level of human population and landmass, leaving northerners with less than 20 % in all 
categories of federal establishment (Muhammad, 2007 and Ojo, 2005).  This is against the basic 
purpose of federal principle which aims at removing marked inequality between the component 
units in terms of power and resource relations. In fact, subordinating component units to central 
government will result to marked inequality between them in terms of wealth, population and 
landmass (Where cited in Muhammad, 2007). Thus, different groups were agitating for 
restructuring with different demands and preferences such as the call for more state creation, 
resource control, state police, local government autonomy and the freedom to practice shari’ah 
legal system. The concern was that federal government had concentrated more powers, 
responsibilities and resources at the expense of other levels, and the perceived marginalization 
from the process of resource sharing in governance, hence “reckless strategies were used to 
manipulate ethnic, religious, regional and community identities by some groups” (Elaigwu, 
2007). However, what is needed is a very strong centre to mobilize national resources, to ensure 
national integration, national economic planning, development, national security and pan-
African integration (Jinadu, 2005). By this, the problem is not only rooted from the structural 
imbalance among the federating units or ethnic and religious configurations of the state, but 
also the failure of good governance as well as the corrupt tendencies across the levels of 
government as (Adedeji, 2012) rightly put it “is but the consequence of its political crisis”. 
 
Nigerian people have over time involve in rivalry with one another over certain issues that 
border around the state governance and the sharing of resources which determines the nature of 
social relations among them. It was the nature of social composition in diversity and the pattern 
of state politics that make different groups agitate over several issues particularly those related 
to group relations in state politics, institutional arrangements and the process of resource sharing 
in the state which created mistrust in relations to national question. Thus, (Anyawu,1993) 
argues that “The national question has to do with the on-going debate on how to order the 
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relations between the different ethnic, linguistic and cultural groups in Nigeria so that they have 
the same rights and privilege access to power and equitable share of national resources” (cited 
in Onouha, 2005).Groups struggle to seek advance their interest in state resources, power 
positions, revenue allocations and appointment especially in federal bureaucracy as every 
groups demonstrate their fear of domination and or alienation in ethnic, religious or regional 
terms. But, to others the problem is not on how to address national issues instead, it is about 
whether should Nigeria continue to remain as one single sovereign state or not. 
 
In another development (Alapikin, 2005 and Muhammad, 2007) believe that calls for 
restructuring the nation is a product of pressure of minority groups who were initially 
incorporated into the centre and their subsequent domination by the major ethnic groups. 
Through the process of state and local government creations, minorities were subjected to 
perpetual domination by the major ethnic groups as during each process of state and local 
government creation, major ethnic groups only compete among themselves for political and 
economic reasons leaving minority to the background (Alapikin, 2005).This is because, state 
and local government creation doesn’t consider internal revenue generating capacity for these 
new levels of government, but an avenue for its leaders to gain more access to government 
positions and scare resources. Thus, as observed Daniel Bach:  

“While the establishment of 12 states structure in 1967 consolidated Nigeria’s 
unity at a critical time, state creation since then, has become an avenue for easy 
access to national resources. It is a costly process which generates some 
satisfaction from the population concern, and much frustration from those 
communities left unsplit. Either way, state creation seem to encourage the 
development of ‘statism’ and its aberrant creation, to identify citizens with the 
communities encompassed by increasingly constrained geo-political boundaries 
(cited in Alapikin, 2005). 

 
However, state creation has therefore never been a solution to the problem of minority, since 
each exercise will lead to the creation of a more new minority who may also agitate domination 
and demand for further split. But, with the proliferation of more states, many cannot function 
as autonomous units due to economic reasons and have to depend on federal government hence; 
most states in Nigeria are feeble particularly in their extractive capability (Anam-Ndu, 2005 
and Kehinde, 2005). To provide solutions to minority issues and structural imbalance, federal 
character principle was introduced to stabilize competition especially at federal level. Although, 
the policy seeks to encourage equal representations for all, but it worsens the problem of egoism 
against meritocracy in the process of recruitment because as Ayoade put it that:  

“The operations of federal character in Nigeria, has given more powers to the 
politically superior groups thus, creating a wider power disparity between the 
strong and the weak. The politically weak are subjected to double jeopardy that 
is patently antithetical to national integration. This situation is a natural 
consequence of the hegemonic political ethnic scheming” (cited in Odunuga, 
2012).  

 
The issue of revenue generation and its allocation among various component units is another 
point of disagreement in terms of economic relations among Nigerian social groups and their 
governments. One of the point of departure is on what criteria should be used in the allocation 
of these scare resources and as a result “attempts to tackle these situations have engaged several 
commissions, committees, degrees, supreme court rulings and  constitutional amendments” 
(Chijioke, et al, 2012). To this end, different formulas were examined and recommended to 
include derivation, social needs, population, even development, equality of states, national 
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interest, and tax efforts. Each of these principle may solved one problem or the other, but favour 
one region or group against the other hence, those who feel  marginalized will seek for another 
principle to be adopted. 
 
However, it was the principle of derivation that was mostly adopted by various regime in 
Nigeria which provoked more rivalry and bitter contestations between oil and non-oil producing 
states. Those who opposed it argued against the population strength and geographical landmass 
of the most benefitting states. Thus, in one hand, non-oil producing states look at revenue as a 
mechanism of addressing the problem of imbalance between expenditure obligation and 
financial status of any level of government as enshrine in the constitution. While those oil 
producing states in the other hand struggle for ‘resource control’ as they shout of ‘monkey dey   
work, bamboon dey chop’. Thus the fracas is more among the levels of government between 
those states producing oil products and those without as well as the inability of most states to 
have creative initiatives regarding internal revenue generation and other internal potentials 
(Kehinde, 2005). 
 
Going by federal principle, states are supposed to be an autonomous entity, free from federal 
control as the pattern of relationship should be a coordinate one. In Nigerian case however, 
“because states are the creation of federal government, relative level of dominance tilting in 
favour of the central government is discernible” (Odubajo, 2011). The principle of power 
sharing and responsibilities between the units is to ensure that each level enjoys certain level of 
autonomy to tackle issues and problems peculiar to it so that “powers so divided would 
guarantee harmony, integration and ultimately development (Odofin, 2003). Thus, the desire 
for restructuring in Nigeria is necessitated for the perceived allegations of dominations, 
alienation and marginalization and also lack of power and resources by the federating units who 
feels most of the political powers and economic resources are so gravitated to the central 
government.   
 
From another perspective, some scholars (Odunuga, 2012) look at the politics that surrounds 
census controversy as the major reasons for restructuring the country. Virtually all issues 
around federal agitations in the country be it state creation, resource allocation, abuse of federal 
character, constitutional imbalance or claims and counter-claims for marginalization of one 
ethnic group against the other is, but the manifestation of distrust and disaffection in the 
population strength in relations to resource base of one region against the other. 

 
The Clamour for Restructuring Nigeria: Proposed Shape and Issues 
Despite the fact that federalism in Nigeria has brought together different nationalities, its actual 
practice did not make them happy with one another in their social, political and economic 
relations. In this regard, therefore; “restructuring is the process of increasing or decreasing the 
number of component parts that makes up a system and re-defining the inter-relationship 
between them in such a way that the entire system performs more efficiently” (Amadi et al, 
2017). This means restructuring is more of constitutional defects of the political institutions and 
structures, but in Nigeria restructuring is not only about re-organizing political structures, but 
also about setting up error correcting institutional mechanism for true democratization, where 
democratization is a colossal restructuring of the mentality of those in leadership position and 
the led on how socio-economic and political realities of the under developing nation like Nigeria 
in terms of leadership deficit. Hence, Kunle (2004) contended that “it is necessary to recognize 
that the crisis of Nigeria federalism is not just about bickering tribes, but also about social 
injustices that are rooted in cross national class and gender conflicts. 
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Nigeria people have over time involve in rivalry with one another over certain issues that border 
around the state governance and the sharing of resources which determines the nature of social, 
political and economic relations among them.  The greed and grievances in Nigeria was rooted 
and nurtured by British colonial administration through their divide and rule tactics that favour 
one region or ethnic group to the exclusion of the other such the 1946 creation of three regions 
that puts north to perpetually dominate the south (Jega, 2007, and Odofin, 2003). This means 
the prevailing inter-ethnic, regional, religious tensions, north-south dichotomy, and all other 
communal crises in Nigeria could be trace back to the evolutionary origin of the Nigeria federal 
state.  
 
The proponent of restructuring argued that, federal government is with too much powers and 
too much responsibilities hence, restructuring is meant to reduce its powers to only fiscal 
policies, military defense, foreign policy, immigrations and national elections (Abah & 
Monday, 2017). This means some of the exclusive functions should be reduced to residual by 
devolving some powers to the states as police and resource control. It is through the abused of 
federal character and the perceived marginalization in resource sharing and appointment 
coupled with imbalance among the components tiers and sections of the country, is what awaken 
the consciousness of groups to demand for restructuring the nation.  There was also demand to 
balance the number of states in each geo-political zones so as to counter balance the northern 
dominance in revenue allocation using population and landmass from the federation account 
(Radda, 2017). It was the drastic alteration of constitutional balance of power among the 
component units in favour of the federal centre that make states weak and unable to functions 
as autonomous unit. Unlike in the traditional power sharing, some of the concurrent list were 
transferred to the exclusive power of the federal. In this manner the:  
 “federal acquire new powers that included powers over the direction and the 

enforcement of the Nigerian economy and the promotion and enforcement of the 
observance of the Fundamental Objectives and Directive Principle of the 
Nigerian federation” (Nasir, 2014). 

 
As a result Nigeria federalism assumed unitary tendencies as the center exhibits an overarching 
powers against the units and the units virtually depends on the distributive pool account of the 
federal to finance their assigned constitutional responsibilities (Amadi, 2017). This is why the 
protagonist of restructuring calls for restructuring the nation through constitutional review in 
order to accommodates the new changes that will allow for real autonomy of each government, 
equality of powers between the regions, financial autonomy, and creation of an additional 
federating units.  According to Bello (2017), the issues to be addressed are specifically:  

v Devolution of powers to the states 
v Reduction in the federal government exclusive (87) in favour of concurrent list 

(15). 
v New model for fiscal federalism 
v State creations 
v Administrative restructuring 
v Local government autonomy 
v Resource control 
v State police 
v Federal character principles 
v Dissolving states and re-introducing regional government. 
v Six vice presidents from each geo-political zone. 
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The protagonist feels that, if these core issues are well addressed through restructuring, there 
will be political stability, economic prosperity and social cohesion hence, more competition 
among the federating units. 
 
As Lanre (2017) rightly puts it:  
 “That the intention of the Restructuring currently clamored for in Nigeria 

is the reorganization or rearrangement of the constitutional, operational, 
fiscal, functional, structural, attitudinal, resource management and the 
other national-question concerns of the ethnic nationalities that constitute 
Nigeria for the purpose of making Nigeria to be more efficient, more 
acceptable, more productive, more functional and above all, more 
equitable. This restructuring is expected to devolve powers from the 
central to the constituent units, respect resource control, structurally 
balance the number of states per region, allow for State Police, encourage 
comparative advantage of natural endowments and among other things, 
allow the government at the center and each constituent units to function 
as co-ordinate and independent entities” 

 
However, the antagonist has it that, restructuring is an attempt at denying the north an 
opportunity shares it received from the federation distributable pool account (Abah & Monday, 
2017). The argument is that what criteria or procedure is to be adopted in designing new frame-
work for restructuring since the North has more population and landmass to create new states 
to the exclusion of the region for equity and fairness. Also adoption of state police may not be 
favourable to those who are non-indigine and have religious differences in other states; they 
may turn as political vanguard against political opponents and terrorized the common man 
(Mercy & Nnaji, 2015). In fact, agitators are scapegoating restructuring with some ethnic, 
religious, regional, political or economic undertones but, not propelled by national progress, 
political development, economic prosperity and social cohesion (El-Rufa’I, 2017 and Abdullahi 
& Maigari, 2018). The agitators are politicians who are scheming for power in order to get the 
sympathy of those who feel marginalized and dissatisfied with federal arrangement in resource 
allocation, representation, appointment and employment. Thus, it was corruption, 
embezzlement, poor accountability, high cost of governance, and abuse of constitution that 
thwarted socio-economic and political development of the nation across the regions (Abbas & 
Wakili, 2018). Indeed, Nigeria is faced with developmental crisis which is beyond political 
restructuring, but leadership and actions that will create a real spirit of nationhood that will 
make everyone to struggle to build a united, stable and cohesive nation is what Nigeria is 
urgently needed not mere political restructuring (Moghalu, 2018).  

 
Challenges and Dilemma in Restructuring Nigeria 
People agitate for restructuring the nation in terms of institutional frame-work, operational and 
economic procedures, political and social co-existence between various groups in Nigeria. The 
aim is to ensure equity and fairness in political representation and economic sharing of resource 
and relative balance among the regions. This will reduce the fear of marginalization, domination 
and exploitation of one ethnic, regional or religious group against the others. But, however, the 
possible challenges in restructuring Nigeria are: 

1. What could be an agreed procedure, representation and generally agreed issues to be 
considered while restructuring and whether the new frame-work and model could be 
able to resolves all the issues in contentions. 

2. The issue of constitutional review to accommodate new changes in structural, functional 
and relational issues in terms of the political institutions, fiscal relations and 
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composition of levels of government. This is because amending the constitution in itself 
is cumbersome hence, the rigidity nature of the Nigeria constitution. 

3. Elite interest is very central to restructuring issues in Nigeria hence, they dominate and 
dictate political lexicon. Thus, elites determine whether to restructure and on what 
issue(s), they are divided into those for or against and using parochial and primordial 
elements of our societies, elites seek to manipulate the support of the people. For 
instance, Victor Attah submitted that “no governor will lift a finger or put himself out 
to diversify or second restructuring when every month he can come to Abuja to collect 
his share of the booty…”(cited in Nwafor-Orizu et al, 2018). 

4. Lack of active political culture and social cohesion among people at the grassroots on 
national issues such as restructuring. Either because of political illiteracy, poverty, 
ethnic, religious or regional differences, it is hardly for people to be strongly united to 
chat a common curse of restructuring. 

5. How to address the under development nature of the local government areas through 
restructuring to meet up with their financial requirement, to liberate them from 
autonomy crisis.   

 
Conclusion and Recommendations 
The study observed that restructuring is one of the most current political issues in the country 
and that certain issues related to institutional arrangements, operational frame-works as well as 
economic and political relations need to be re-arranged and re-designed for proper functioning 
and peaceful co-existence among Nigerians. Although, federalism is accepted as the most 
efficient frame-work in managing heterogeneous societies like Nigeria but, in its operations 
certain issues are threatening the peaceful co-existence and proper functioning of the system. 
Issues such as asymmetric imbalance between the units, revenue allocation formula, regional 
autonomy, state creation and representation into federal establishment are what led to various 
agitations for restructuring the polity. Most of these agitations for restructuring the nations are 
as a result of perceived feeling of domination and alienation of one ethnic, religious or regional 
group against another and that each group feel that it is been marginalized either politically, 
economically or even in terms of representation into federal establishment such as the army, 
police, customs, prisons, federal civil service among others.  
 
The protagonist of restructuring feels that federal practice has fallen short in addressing these 
vital issues to ensure true federalism, economic prosperity, good governance, and promotes 
national integration. However, the antagonist opined that though, no any system is devoid of 
politics and internal power struggle, but problems in Nigeria federalism is associated with the 
manner it was formed and the operators of the system. The federal overbearing centralization 
of power and resources is but a consequence of lack of economic diversification and 
overreliance of other units onto the center for their financial obligations. Thus, Nigeria, from 
the present political dispensation, doesn’t need structural restructuring but an operational one 
which will be in terms of financial administration, equal opportunities in employment, 
appointment, awards of contracts, distributive justice, political processes and social justice. It 
is in light of the above, the paper recommends: 

1. States and local government must enjoy real autonomy and be able to diversify their 
sources of income into agriculture and mineral deposits to reduce their overreliance on 
the federal Centre. Component units must be able to raise substantial amount of revenue 
to meet their statutory responsibilities. 

2. There should be a rigorous fight against corruption at all levels which will help create 
more employment opportunities and social services to the people as against siphoning 
public resources for personal aggrandizement. 
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3. Like in the federal parliament, principle of equality and population should be adopted 
as revenue allocation formula as against resource control or derivation. 

4. Since states and local government creation led to more economic burden, creates new 
minority and new agitations, there should only be strict application of quota system and 
principle of meritocracy in employment and appointment especially at federal 
establishment.    
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Abstract: The Nigerian constitution clearly states that every citizen has the right to a fair trial 
in the court of law and this right should be upheld to ensure justice and fairness which is one 
of the outstanding duties of the judiciary.  However, the reverse is the case in the Nigeria 
Judicial system, because of the level of corrupt practices that has set in. When corruption creeps 
into a system it affects the modus operandi and disrupts the entire system. This paper therefore 
examined judicial corruption and how it affects the rights of citizens in Oredo Local 
Government Area. Also, the rights of citizens are fundamental, and the rule of law clearly states 
that all citizens are equal before the law. Hence, corruption in the judiciary is an obstacle to 
the rule of law and to the right of its citizens to a fair hearing in Nigeria. The study reviewed 
related literatures that buttress the issue of judicial corruption and human rights violation. The 
study made use of mixed method design to collect the data through the use of questionnaire and 
in-depth interview. 150 questionnaires were administered to respondents and 5 judicial staff 
were selected for interview. Conclusion and recommendations were made based on the findings 
obtained. The paper suggested ways in which judicial corruption can be tackled to ensure that 
the rights of citizens are not infringed.   

 
Keywords: Judiciary, Corruption, Judicial Corruption, Human Rights and Violation 
 
 
Introduction 
The rights of a citizen are fundamental in the society and citizens have the right to fair hearing 
in the court of law. The role of the judiciary is very significant in our contemporary society and 
the need for fair hearing and trial of the citizen is keen as well. The judiciary in Nigeria is 
supposed to be armed with the power to deliver justice to its citizens. This can only be achieved 
if the judiciary is free from corruption. The violation of human rights in Nigeria has increased 
over time and has resulted to low self-esteem, loss of human right, corrupt judicial officials and 
numerous others. When the rights of the citizens to a fair hearing are violated, they tend to lose 
confidence in the judicial system, believing that justice cannot be obtained from the law. This 
may lead to jungle justice, a situation whereby people may decide to take laws in their hands 
and seek justice themselves. Igbinovia, (2003) also affirms that the danger in corruption is that 
it subverts public trust and cooperation. 
 
It is the opinion of Abdulkarim (2012) that corruption is any act by a public official which 
violates the accepted standard of behaviour in order to serve private or selfish end. Corruption 
distorts the peace and stability of a society and any system it exists in, and as such it will affect 
the proper functioning of the judiciary as well.  Moreover, the effectiveness of the justice system 
in Nigeria has been a complaint of injustice rather than that of fairness. Societies have lost 
integrity in the judiciary because of how corruption has affected their roles in delivery of justice. 
While judicial officers are expected to perform their duty without fear or favour, affection or ill 
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will. Thus, it is a society of favouritism and nepotism (Odeku and Animashaun, 2012). This 
study therefore tends to examine judicial corruption and how it affects the rights of citizens in 
Nigeria.  

The Judicial System and the application of the Rule of Law 
Corruption in the judiciary compromises the rule of law (Enofe, Ezeani, & Eichie, 2015). This 
is because the court has a role to play in protecting the rights of its citizens by applying the law 
without respect for persons (Elijah, 2011). The Judiciary provides the platform for the 
settlement of disputes. Their duty is to interpret the law and apply it to the facts of each case. 
The judiciary at the state level frustrates democratic process by prolonging court cases through 
endless adjournments and raw injunctions” (Osuji, 2012 & Enofe et al, 2015)  
The main features/principles of the rule of law according to Chizoba (2017) are: 

1. The law is supreme to both the government and the governed. 
2. Both the rulers and the ruled are equal before the law irrespective of the social status of 

anyone in the society. 
3. No one should be unduly punished until he has gone through the due process of law, or 

normal trial in the ordinary court of law. An accused is presumed innocent until he has 
been found guilty by the court of law. 

4. The state must not deprive its citizens of such fundamental rights and basic freedoms 
such as; right to life, right to personal liberty, freedom of speech and association, which 
are not necessarily derived from the constitution, but are natural or inalienable. 

5. The law should be clearly spelt out and must be kept secret. An accused person must be 
given the right to appeal against judgement he deems wrong. 

6. An accused person should be allowed to choose his defense counsel, who should have 
access to all the relevant documents that might assist in the preparation of his case. 

7. Retroactive law, that is, laws regarded as having taken before enactment, should not be 
passed. Every law should take effect the date of enactment or sometime after. 

8. Government must rule in accordance with the provisions of the constitution. The views 
or actions of an individual must not violate the fundamental human right of citizens as 
entrenched in the constitution. Illegal policies and actions of the government and its 
agencies must be declared null and void by the judiciary. 

9. The law must be reasonable in its bases as well as application. 
10. Everyone must be certain that a breach of the law will incur strictly laid down sanctions, 

and there must be a system of detection and breached. 
11. The legal system must move with the general development of the people. 

 
Judicial Corruption and human rights violation 
The term civil liberty refers to fundamental individual rights such as freedom of speech, press 
or religion, due process of law and other limitations on the powers of the government to restrain 
or dictate the actions of individual (Global, 2008). It is freedom from arbitrary governmental 
interference. Learner’s Dictionary defines civil liberty as the rights of people to do or say things 
that are not illegal without being stopped or interrupted by the government. Likewise, Legal 
dictionary defines civil liberties as freedom due every individual based on the fact that they are 
human beings. It further states that civil liberties can be defined in two ways: 

1) Personal freedom that cannot be taken away or deduced by the government without due 
process. 

2) The right to do or say things that are not illegal without being obstructed by the 
government. 

It can be deduced from these definitions that civil liberties are the rights an individual is entitled 
to base on the fact that he/she is human. Also, the government has no authority to trample on 
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such liberties because they are not governmental acts. Therefore, the government cannot take 
away or change the rights. 

Components of the rights of a citizen 
 A citizen is a person recognized by law as a legal member of a sovereign state or someone 
legally accepted as belonging to a nation (Harcourt, 2010). A person can be recognized or 
granted citizenship on a number of bases which includes; 

1. Citizenship by Birth – this is acquired if one or both of a person’s parent are citizens of 
a given state, then the person may have the right to be a citizen of the state as well. 

2. Born within a country – some people are automatically citizens of the state in which 
they are born. 

3. Citizenship by Marriage – a person becomes a citizen by getting married to someone 
from that state. 

4. Naturalization – some states usually grant citizenship to people who have entered the 
country legally and has been granted permit to stay and have lived there for a specified 
period. 

The rights of citizens 
Shehu, Osman, & Othman (2016) listed the fundamental rights of Nigerians under chapter IV 
of the constitution as follows: 

1) The right to life 
2) The right to dignity of human person 
3) Right to personal liberty 
4) Right to fair hearing 
5) Right to private and family life 
6) Right to freedom of thought, conscience and religion 
7) Right to freedom of expression by the press 
8) Right to peaceful assembly and association 
9) Right to freedom of movement 
10) Right to freedom from discrimination 
11) Right to acquire and own unmovable property anywhere in Nigeria. 

 
Global Justice Information Sharing Initiative (2008) listed some rights which are not included 
in the list above. They are: 

v The right to freedom of speech 
v Freedom of religion 
v Freedom from torture 
v Freedom from forced disappearance 
v Right to liberty and security 
v Right to privacy 
v Right to equal treatment under the law 
v Right to due process 
v Right to fair trial 
v Right to marry 
v Right to vote. 

 
Civil liberties are different from civil rights. Civil liberties are freedom secured by placing a 
restrain on government. While civil rights are secured by government action (Britinnica.com). 
According to Business Dictionary (2nd Edition), civil rights are personal rights acquired by an 
individual by being a citizen or resident or automatic entitlement to certain freedom conferred 



Dutse International Journal of Social and Economic Research Vol. 4, No. 2 July 2020 
  

 

152 
 

by law or custom. It is the guarantee of equal protection under the law regardless of race, 
religion or other personal (Britinnica.com). The state has a role in ensuring all citizens have 
equal protection under the law and equal opportunity to exercise the privilege of citizenship 
regardless of race, religion, sex or other characteristics not connected to the worth of the 
individual (Global Justice Information Sharing Initiative, 2008). 

Human Rights violation 
Corruption is one of the main obstacles to peace, stability, sustainable development, democracy 
and human rights around the world. It hurts the poor disproportionately by diverting funds 
intended for development and also feeds injustice. While judicial corruption undermines justice 
because it denies both the victims and accused of the basic human rights to a fair and impartial 
trial (Zakaria, 2013). 
 
In order to enforce human rights in a state, the issue of judicial corruption needs to be addressed. 
Considering that corruption at times may help the individual to achieve justice and secure 
human rights. For example, this could be evident when one bribes the system to speed up a case 
within the judicial system which may have led to a violation of the rights to a fair trial. This 
may lead to the violation of other peoples right because, there are others waiting for their case 
to be brought to court as well. Therefore, those who do not pay have their rights violated (Borg, 
2006). 
 
There are no ideal methods for measuring the extent of corruption. Due to the nature of 
corruption, no measurement is able to prove a certain level of corruption, but rather, one could 
talk about probability. Corruption is very complex and the best way to approach it is by 
integrating multiple perspectives and methodological tools (Borg, 2006). Human rights are the 
rights of individuals. In human rights law, individuals are the rights holders, while the state is 
the duty bearer. 
 
Borg (2006) stated that public sentiment towards corruption is somewhat contradictory. This is 
because among the citizens, many see corruption mainly as an elite problem, believing that 
politicians do little to fight it because they themselves are part of it. They consider a bribe that 
resolves a problem as normal and regard helping a friend or a relative as a social responsibility. 
He further asserted that in Nigeria, it is becoming a culture that because everyone breaks the 
law, then it becomes bandwagon to all as shown in the table below which is also linked to 
human right violation. 
 

 Unlawful acts in the Judiciary Relevance to Corruption Link to human rights 
1. Change charges / release from detention Bribe / Intimidation Internal 

Relevant convention rights 
 
External 
Erodes the rule of law 

2. Selective application of the law/biased 
ruling  

Bribe / Intimidation Internal 
Right to a fair trial 
 
External 
Erodes the rule of law 

Source: Borg (2006) 
 
Borg (2006) explained further that corruption and human rights violation are internally linked. 
This means that corrupt behaviour constitutes a human rights violation in and of itself. 
Furthermore, corruption and human rights violation are externally linked, means that there is a 
causal effect of corruption on human rights violation. Ideally, the judicial system has the power 
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to determine whether the fundamental rights of citizens, regardless of their background, have 
been infringed upon by the state and its surrogates or the powerful oligarchies in societies 
(Braimah, 2016). The judiciary also has the responsibility to interpret laws to resolve disputes 
emanating from any quarter whether from the executive, the legislative or any public or private 
institutions, for public good. It is therefore impressive to comprehend why some personalities 
in the judiciary will surrender these responsibilities for personal, material and financial gain 
(Braimah, 2016). 

Theoretical Explanation  
Merton’s Strain theory was used to explain this work. Merton used this theory to buttress the 
fact that all social and cultural structures are characterized by two elements, the ‘goals’ and the 
‘means’. He stated five ways in which people adapt to the goals and the means for attaining 
them in the society. These modes of adaptation are: conformity, innovation, ritualism, 
retreatism, and rebellion. Conformity is the acceptance of the society’s goals and the approved 
means of achieving the goals while innovation on the other hand is the acceptance of the goals 
and the rejection of the means for obtaining them. Ritualism refers to the rejection of the goal 
and the acceptance of the means. Retreatism on the other hand, is the rejection of both the goals 
and the means of achieving it (Igbinovia, et al, 2003; Obaro, 2008). 
 
Merton’s innovative mode of adaptation best explains Corruption in the Judiciary in Nigeria. 
The types of corruption such as bribery, extortion, misuse of fund, undue influence, are 
innovative means to achieving the goal. A person who gives a bribe to a Judge for a favourable 
judgement has improvised. And a judicial officer who favours a client over another has rejected 
the accepted means of due process to achieving the goal (Obaro, 2008). A judicial worker before 
going into the profession must have had a target or a goal. The goal is spelt out in the National 
Judicial Commission (NJC) guidelines and so any act committed by a member of the judiciary 
system in Nigeria, is against the NJC guidelines. 

Methodology 
The study was conducted in Benin City, in Oredo Local Government Area. This area was 
chosen because it is where the High Court of Justice is located.  The method used for collecting 
data was the mixed method research method (MMR). The questionnaire and the in-depth 
interviews were considered to be more appropriate sources for obtaining information. This 
method was chosen because of the nature of the study as it was not easy to get judicial staff to 
interview. The respondents were selected using a convenience sampling method. One hundred 
and fifty (150) questionnaires were administered to the respondents from Oredo LGA and five 
respondents were interviewed comprising of a lawyer, a magistrate, a clerk, a secretary, and a 
registrar and their responses was analyzed. Data gotten from the survey were analyzed using 
simple frequency and percentage, as well as content analysis for the interview.  

Result and Discussion 
The findings from the study carried out are shown in the tables below and are supported by 
some responses from the in-depth interview conducted. 
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Table1: Socio-Demographic Characteristics of Respondents 
Characteristics Frequency Percentage 
Sex Male 103 68.7 

Female 47 31.3 
 Total 150 100 
Age in Years Below 25yrs 6 4 

25 – 34 51 34 
35 – 44 46 30.7 
45 – 54 35 23.3 
55 and above 12 8 
Total 150 100 

Marital Status Single 48 32 
Married 86 57.3 
Divorced 4 2.7 
Widowed 12 8 
Separate  0 0 
Total 150 100 

Religion Christianity 99 66 
Islam 36 24 
Others 15 10 

 Total 150 100 
 
The table above shows that majority of the respondents were males. The respondents were 
between the ages 25-54, with category 25-34 age bracket having the highest participants. 
Furthermore, from the table, it shows that majority of the respondents are married and that most 
of the people in that area are Christians. 
 
Table 2: Judicial corruption and Human Rights Violation of the citizens 

Judicial corruption infringes on the fundamental rights of the citizens 
Judicial Corruption can obstruct the 
right to fair hearing? 

Response Frequency Percentage  
Agreed 36 24 
Strongly Agreed 82 54.7 
Undecided  2 1.3 
Strongly Disagreed 12 8 
Disagreed 18 12 
Total  150 100 

Judicial Corruption can truncate the 
right to fair trial? 
 

Uncertain 19 12.7 
Not likely 5 3.3 
Less likely 7 4.7 
Likely 65 43.3 
Very likely 54 36 
Total  150 100 

Judicial Corruption obstructs the 
right to due process? 

Agreed 74 49.3 
Strongly Agreed 47 31.4 
Undecided  5 3.3 
Strongly Disagreed 18 12 
Disagreed 6 4 
Total  150 100 

 
The study revealed that Judicial Corruption can obstruct the right to fair hearing in the court of 
law and can also truncate the rights of citizens to fair trial as well as due process in court. This 
then shows that corruption in the judicial system can affect the rights of the citizens. This is in 
line with Zakaria (2013) who states that Corruption is one of the main obstacles to peace, 
stability, sustainable development, democracy and human rights around the world. And judicial 
corruption undermines justice because it denies both the victims and accused of the basic human 
right to a fair and impartial trial. 
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This finding is in line with the view of the respondents as follows: 
“Yes, corruption in the system can affect the judicial 
process a great deal. If a judge has collected a bribe from 
a client having a case in court, then it will affect his verdict, 
which in turn will infringe on the right of the other, because 
the judgement of the judge will definitely be biased. 

This was supported by another respondent who said: 
Yes, judicial corruption can violate the rights of citizen. I will 
give an example, when a case is delayed and the court 
proceeding prolonged indefinitely, it obstructs the right of a 
citizen. Also, when a Plaintiff files a case and the case is 
delayed without a date fixed for court trial unless he settles 
the judicial personnel, it is a violation of human rights. 

 
Table 3: Judicial corruption as an infringement to justice 

The need to satisfy private gain, infringe on  
the role of the judiciary 

Response Frequency Percentage  
Agreed 77 51.3 
Strongly Agreed 62 41.3 
Undecided  5 3.3 
Strongly Disagreed 2 1.4 
Disagreed 4 2.7 
Total  150 100 

Unfair judicial process, distorts the role of the 
judiciary 
 

Agreed 64 42.7 
Strongly Agreed 68 45.3 
Undecided  3 2 
Strongly Disagreed 6 4 
Disagreed 9 6 
Total  150 100 

Unethical judicial staff procedures, infringe on 
the role of the judiciary 

Agreed 56 37.3 
Strongly Agreed 84 56 
Undecided  0 0 
Strongly Disagreed 7 4.7 
Disagreed 3 2 
Total  150 100 

A weak judicial system susceptible to political 
connected individuals distorts the role of the 
judiciary 

Agreed 57 38 
Strongly Agreed 69 46 
Undecided  13 8.6 
Strongly Disagreed 4 2.7 
Disagreed 7 4.7 
Total  150 100 

 
Table 2 above shows that majority of the respondents strongly agreed and agreed that the need 
to satisfy private gain, infringes on the role of the judiciary. This is also the same with the 
outcome of the response of the other questions. It was agreed that unfair judicial process, 
distorts the role of the judiciary. Likewise, that the procedures of judicial staff distorts the role 
of the judiciary. It also shows that a weak judicial system susceptible to political connected 
individuals distorts the role of the judiciary. This therefore implies that, judicial corruption can 
serve as an infringement on the justice delivered to the people. 
The response from the interview conducted was also in support as the respondents who agreed 
that corruption in the judicial system definitely has an effect on the role of the judiciary and 
service/justice delivery as well. 
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Conclusion and Recommendation 
The Judiciary has the history of being charged with the responsibility of providing justice for 
the people as it is assigned the responsibility of interpreting the law. If the judiciary is plagued 
by corruption, then its role in upholding justice will be affected, and this in turn will result in 
the citizens losing the confidence they have in the judiciary as the last hope for the common 
man. Therefore, for the judiciary to gain the trust of the masses, certain measures should be 
taken. 

v Judicial personnel that engage in corrupt activities should be prosecuted in the criminal 
court and appropriate administrative disciplinary measures should be taken to ensure 
that others learn from the act and abstain from it.  

v Before a bribe can be effected, two parties must be involved, the giver and the receiver. 
Therefore, those giving out bribes to judicial officers should be prosecuted as well, 
because if they did not succumb to the giving of bribe, the effort will not be achieved. 

v Judicial officers found engaging in corrupt practice, should be relieved of duty as such 
personalities should not be allowed to hold sensitive positions, and the judicial arm of 
government is one of such.  

v Finally, the government must ensure that only people with integrity are employed into 
the judiciary and recruitment should be based on merit rather than quota system or 
favouritism. 
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Abstract: Nigeria has experienced a spate of violence in many states since the return to 
democratic governance in 1999.One of the states hit severally by violence is Plateau. Many 
organizations, among them Justice Development and Peace Caritas, in partnership with 
Islamic Counselling Initiative of Nigeria, have made efforts to find solutions to the conflicts 
within the state by building structures that will promote peaceful coexistence between the ethnic 
and religious groups. This paper is based on a field evaluation of the impact of the collaborative 
interfaith peace-building project by the Justice Development and Peace Caritas in partnership 
with Islamic Counselling Initiative of Nigeria in Plateau State. The study was conducted as a 
cross-sectional survey, and both the quantitative and qualitative methodologies were used. 
Data for the study were collected through questionnaire, focus group discussions and in-depth 
interviews. Findings from the study revealed that the interfaith peace-building project has 
succeeded in reducing conflicts in the state by improving relationships between Christians and 
Muslims, and farmers and herdsmen. Consequently, the paper concludes that interfaith 
collaboration in peace-building can be a viable alternative approach to resolving religious 
conflicts.  

 
Keywords: Collaboration, Interfaith, Peace-building, Plateau State 
 
 
 
Introduction  
The focus of development discourse in Nigeria in recent times is on issues of peace and security 
because the country has experienced an increase in the spate of communal violence in several 
states in the geo-political zones. The most impacted states appear to be those of the North 
Central Nigeria, one of which is Plateau. These forms of violence typically involve 
contestations over land (Alubo, 2008), issues of who are indigenes or settlers in some states 
(Alli & Egwu, 2003; Alubo, 2008), “citizenship and indigenship” question (Anifowose, 2003: 
p.55; Jibo, Simbine & Galadima, 2001), ethnicity and ethnic cleansing (Plateau State Judicial 
Commission of Inquiry, 2001; Hagher, 2002),  herders and horticulturalists, chieftaincy issues 
and also the politics for control of structures such the state and local councils as well as 
distribution of other state resources (Alubo, 2008). Unfortunately, these forms of violence do 
not receive as much attention as those which threaten the existence of the state such as Boko 
haram in the North east; the militancy in the Niger Delta occasioned by the activities of groups 
such as the Niger Delta Avengers, and Movement for the Actualization of a Sovereign State of 
Biafra (Alubo, 2008), or Movement for Emancipation of the Niger Delta.  
 
The perennial threats, violence and localized community infractions in the North Central states 
which have typically set communities, ethnic, religious or occupational groups against each 
other at one time include conflicts between Berom and Fulani, Jukun verses Tiv; Tiv verses 
Fulani, indigenes verses non-indigenes, farmers verses herders, Christians verses Muslims, 
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Mangu and Bokkos, and many other communal crises (Alubo, 2008; Best, 1999).  While these 
categories of violence may have received less sustained attention, they have negative impact on 
peaceful coexistence. In addition, during crises people are displaced, and lives and properties 
are lost; crises exacerbate poverty because economic activities are truncated (Alubo, 2008), and 
there is increase human vulnerability and misery, especially for women and children. Crises 
and conflicts create challenges of governance and are therefore, antithetical to peace and 
development (Onwumah, 2014). Despite the adverse effects of crises, Nigeria has experienced 
a surge in the spate of violence which has killed thousands of people and displaced tens of 
thousands more since the return to democratic rule in 1999. Olaniyi (2005), has noted that just 
within the first five years of Nigeria’s return to democratic rule there were over 1,000 cases of 
communal violence in Nigeria in which more than 50,000 lives were lost, more than one million 
people were internally displaced, and billions of Naira were lost. The spate of violence in 
Nigeria and the attendant destructions call for close attention to any efforts at peace-building 
and lessons that can learnt from such efforts. 
 
Brief History of Violence in Plateau State 
In Plateau State, quite a number of conflicts have been experienced; most of which were ethno-
religious in nature (Alubo, 2008, Best, 2011). The first ethno-religious conflict occurred in 1997 
when the federal government appointed a Hausa man as the Caretaker Chairman for Jos North 
local government area. The indigenes were not happy that a ‘non-indigene’ was given that 
political appointment and they protested; the protest turned into a religious conflict between 
Christians and Muslims in which several lives were lost and properties destroyed (Alubo, 2008). 
But some of the conflicts within Plateau state, for instance, between Mangu and Bokkos, were 
ethnic in nature (Best, 1999).  
 
It is generally agreed that the relationships between the ethnic and religious groups in the state 
had usually been cordial until 1991 when Jos North local government area was created by the 
then military regime presided over by President General Ibrahim Babangida. Since the creation 
of Jos North local government area, there has been reoccurrence of ethno-religious conflicts in 
the local government (Alubo, 2008); and over the years, Plateau State at large has witnessed 
series of conflicts, many experienced as a result of religious intolerance, identity differences 
and intolerance, mostly based on issues of indigenship, land ownership, political tussles and 
election violence, land boundaries, inheritance, land lease, chieftaincy struggles, farmers – 
herders clashes over encroachments and or destruction  of crops, cattle rustling among many 
others (Alubo, 2008; Okafor, 2007; Gulleng & Hunduh, 2018). Several of the conflicts from 
the aforementioned causes later mutated and metamorphosed into inter-religious violence.  
Some of the other local government areas that have suffered perennial conflicts, especially 
inter-religious violence, include Jos East, Jos South, Riyom, Bokkos, Barkin Ladi, and Mangu. 
These conflicts led to loss of lives, properties, human displacements and physical and mental 
anguish. In many situations, the conflicts kept reoccurring without solution in sight. One of the 
pronounced conflicts in Plateau state was the Jos-North conflict in year 2001 which took a 
heavy toll on human lives, properties, caused human displacements and attracted attention and 
condemnation worldwide. The violence in Plateau state led to wanton destruction of lives and 
properties, it even forced some people to relocate outside the State, or within the State but 
different towns, or within the same town but different parts of town. In some instances, such 
conflicts and violence forced suspension of economic activities for days or destroyed businesses 
with monumental loss, thus accentuating and exacerbating poverty. 

Since 2001 when violence broke out between the Christians and Muslims in Plateau state, the 
harmonious relationship between the groups is sometimes broken by violence; and ethnic and 



Dutse International Journal of Social and Economic Research Vol. 4, No. 2 July 2020 
  

 

160 
 

religious violence within Plateau state seem to have increased in frequency as well as severity. 
There is some consensus that the generally accepted peace which prevailed in the state before 
year 2001 has been shattered, but residents within the state are eager to see peace return.  
Various attempts have been made, both by individuals and groups, to ensure the return of 
peaceful coexistence, among organizations that have made concerted efforts for the return of 
peace on the plateau are Justice Development and Peace Caritas (JDPC) (a Christian faith based 
organisation) in partnership with Islamic Counselling Initiative of Nigeria (ICIN). JDPC and 
ICIN supported by Christian Aid implemented the Interfaith Peace-building Project in four 
communities in Barkin Ladi and Mangu local government areas. This project sought to promote 
peace-building and harmonious interfaith relations in the two local government areas through 
enhancing community participation in peace-building by creating common forum where the 
conflicting groups, especially the religious groups, in identified communities meet and dialogue 
to bring about peaceful co-existence. Technical assistance were given through awareness 
trainings and sensitizations to targeted groups such as religious and traditional leaders, local 
government officials, security agents, youth, and women groups, among others to enhance their 
conflict management capabilities to address security challenges. This study assessed the 
achievements made from the peace-building project through collaboration with principal 
stakeholders in the peace project. 

Objectives 
This study is a field evaluation of the impact of the collaborative efforts by JDPC and ICIN to 
promote peace-building and harmonious interfaith relations in Plateau State through enhancing 
community participation in peace-building by creating common forum where the conflicting 
groups, especially the religious groups, meet and dialogue to bring about peaceful co-existence. 
The specific objectives of the study include the following: 

a) To find out if the project created the common structures for community participation in 
peace-building within the state. 

b) To identify the impact of the peace-building project in Plateau state. 

 

Methodology  
The cross sectional social survey research design was used for the study; the social survey 
design enabled the study team collect data from a relatively wide section of the research setting 
within a short time, and at reduced cost. Through the social survey design, it was also possible 
to do a methodological triangulation of quantitative, qualitative, and observation methods – to 
collect data. Methodological triangulation enables researchers to overcome the limitations that 
go with using only one methodology for a study (Denzin, 1989).   
 
The participatory approach was used to interact with relevant stakeholders. Target 
communities, groups and individuals were identified and selected for the study. The pragmatic 
and cumulative sample selection approaches (Denscombe, 2010), were used to determine the 
sample size for both the quantitative and qualitative data. The pragmatic sample size selection 
approach was preferred over the statistical approach because it was a small scale survey, and 
also, to overcome the difficulties in meeting all the conditions needed for the statistical 
approach to sample-size calculation. The cumulative approach was used to determine the 
sample size from which qualitative data was collected; we continued to add to the size of the 
sample until a point was reached where there was sufficient information and there was no need 
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adding any more to the samples that were selected for in-depth interviews and focus group 
discussions.  
Both the purposeful and accidental sampling techniques were used to select the samples for the 
study. The purposive sampling was used to select the communities which participated in the 
Interfaith project. The accidental sampling technique was used to select respondents from the 
sampled communities on whom questionnaires were administered. Consequent to the use of 
accidental sampling, both those who participated directly and those who did not participate 
directly in the project in the sampled communities were chosen as respondents. The objective 
for combining accidental and purposive sampling techniques was to interact with those who 
participated directly in the Interfaith Peace-building Project as well as those who did not.   
 
Research assistants were recruited and trained for one day for the field work and the instruments 
reviewed with them preceding the data collection process. Survey questionnaire, focus group 
discussion and Interview guides were used to collect data from State Government officials, 
traditional leaders, religious leaders, youth leaders, women leaders as well as the project staff.  
The instruments sought information on the impact of the Interfaith Peace-building project in 
the communities. The quantitative data were processed by a data analyst; it was sorted, coded 
and analyzed using the Statistical Package for Social Sciences (SPSS) version 22. The 
qualitative data obtained from key informant interviews (KII) and focus group discussions 
(FGD) were transcribed and used for longitudinal content analysis.  
 
Findings  
 
Findings from the study are presented and discussed below. 
 
Table 1:  There are conflict prevention/management structures in the community 

Responses Frequency Percentage 
Yes 158 80.6 
No 20 10.2 
No response 18 9.2 
Total 196 100 

Source: Fieldwork, 2018 
 
In Table 1, majority of the respondents (80.6%) or at least 8 out of every 10 respondents 
indicated that they had conflict prevention and management structures in their community while 
10.2% stated that they do not have. Most participants in focus group discussions also agreed 
that the Interfaith project established conflict prevention and management structures called 
‘Community Conflict Monitoring Group (CCMG)’ in their communities as a common forum 
for interacting and preventing or managing inter-religious and farmers versus herders conflicts. 
A female Christian youth in Mangu who participated in focus group discussion described the 
CCMG as a“... peace building forum that brings about peaceful co-existence among Christians 
and Muslims in their community”.  
 
Table 2: Conflict prevention structures have helped to reduce conflicts 

Responses Frequency Percentage 
Yes   160 81.7 
No 12 6.1 
No response 24 12.2 
Total 196 100 

Source: Fieldwork, 2018 
 



Dutse International Journal of Social and Economic Research Vol. 4, No. 2 July 2020 
  

 

162 
 

Table 2 above shows that most of the respondents (81.7%) agreed that the conflict prevention 
and management structures established by the interfaith project in the communities helped to 
reduce conflicts. However, 6.1% of the respondents were of the opinion that conflict prevention 
and management structures within the communities did not help to reduce conflicts.   
 
A key informant in Heipang, who was a clergyman, corroborated the views of most of the 
respondents when he stated that the Interfaith Peace-building Project “has contributed a lot in 
bringing peaceful coexistence between the Berom and Fulani herdsmen. Another key informant 
who was a traditional ruler in Barkin Ladi observed that the CCMG in the town “...successfully 
managed the conflict between the Berom and Fulani over grazing land in Sho and Bisichi 
villages”. The Project “...opened our eyes to what we did not know before” (a male key 
informant in Heipang). The key informant in Heipang went on: “... though the Bible teaches us 
to love our enemies, it is not easy for one to love his enemies”. However, the Interfaith project 
“taught us practical examples of love for one another; it brought Christians and Muslims 
together to relate well, and talk to each other”. Furthermore, he revealed that “... through the 
peaceful relations between Christians and Muslims some Christians in Heipang now have 
phone numbers of some Muslims from so many surrounding villages; and we communicate 
with the Muslims”. Another male key informant in Heipang recalled that:  

“... before the coming of the peace-building project, whenever the Fulani herds 
destroyed crops, youths would carry weapons and chase them away. And sometimes if 
the elders rebuked them from using violence against the Fulani, the youth would silence 
the elders. Today it is not so, peace has been allowed to reign in Heipang”.  

 
A female participant in focus group discussion in Heipang, also noted that “before the project, 
farmers and herdsmen conflict led to youths taking laws into their hands”, and many 
participants in the group discussion agreed with her. A male youth in Barkin Ladi stated during 
focus group discussion that: “CCMG serves as a mediator in farmers versus herdsmen conflicts, 
and that has reduced conflicts”, and a male key informant in Katako also observed that the 
“CCMG now serves as a mediator in resolving conflicts, they take decision on what to do and 
this has reduced the occurrence or escalation of farmers and herdsmen conflicts” in Plateau 
state. The key informant further noted: “Pastors and Imams work together in the CCMG in 
resolving conflicts; that was not the situation before now, and the positive changes in the 
conflict resolution mechanism have been achieved through the interfaith peace building 
project”. Many key informants and participants in focus group discussions in different 
communities agreed that activities of the CCMG helped to reduce conflicts in Plateau state.  
 
A female participant in focus group discussion in Mangu revealed that the “CCMG organised 
trainings in churches, mosques and secondary schools to enlighten the community on conflict 
management and how to report or communicate on conflict issues through text messages”. 
According to many key informants and participants in FGD, the enlightenments helped prevent 
or mitigate conflicts and enhanced peaceful coexistence in Plateau state. A male key informant 
in Heipang who benefitted from the training by CCMG noted that: “It is through the Interfaith 
Project that we have learnt to resolve conflicts through peaceful means”. He further disclosed 
that: 

Through the Interfaith project we started interacting with Fulani and Muslims in this 
community. Before the project, no Fulani person would dare come into this community; 
all that has changed. That is why you can see one of the project staff (Mohammad) 
comes here and moves around freely. When the Interfaith peace building project was 
introduced in this community, Fulani were invited, their leaders came and we sat 
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together and talked to each other. That has helped to improve our perception of each 
other as enemy. 

A male youth who participated in focus group discussion in Barkin Ladi stated that before the 
Interfaith project, “... there was no peace in my community, people were always walking in the 
streets in fear, we are (were) told that the Fulani are our enemies and we should be careful of 
them, but with the help of this project I now have Fulani people as friends, we eat and do 
everything together in the community”. A male key informant in Barkin Ladi eulogised the 
improvement in peaceful relationship between Christians and Muslims which came about 
through training and sensitization by the CCMG:  

“We were so polarised, Christians and Muslims, there was no relationship even in the 
markets. Christians only bought goods from Christians, and Muslims did same from 
their fellow Muslims. This is no longer the situation, we interact with one another at 
football fields, viewing centres, and many other social activities that Christians and 
Muslims do together”.  

 
Another key informant in Katako community disclosed that: 

The contribution they (i.e. the Interfaith Project) have made in the area of peace 
building is that they try to bring Christians and Muslims together to discuss on issues 
and take collective decisions. They have tried to forge a common understanding 
between Christians and Muslims. In the past Muslims will not come here, now you 
can see Muslims are here; and where Muslims are residing you will not see 
Christians, now if you go there you will see Christians. They are mingling with 
eachother, we can sit under the same umbrella and discuss (a male key informant 
from Katako). 

 
A key informant who was a traditional ruler in Heipang observed that through the efforts of the 
CCMG “... we have started interacting with Fulani and Muslims in Heipang,...and we have been 
empowered to know our rights”. Respondents, key informants and participants in focus group 
discussions overwhelmingly agreed that activities of the CCMG reduced conflicts in Plateau 
state.  
 
Table 3:  Your community experienced religious/ethnic conflict in the past one year  

Responses Frequency Percentage 
Yes                                                                           44 22.4 
No 138 70.4 
No response 14 7.2 
Total 196 100 

Source: Fieldwork, 2018 
 
In Table 3, very few respondents (22.4%) experienced religious/ethnic conflict in their 
community in the preceding year. However, majority of the respondents (70.4%) did not 
experience any   religious/ethnic conflicts in their community within the same period of time. 
All the key informants were unanimous on the fact that no case of conflict was recorded in any 
of Heipang, Barkin Ladi, Mangu, and Gindiri communities in the preceding year. A key 
informant who was a traditional ruler in Mangu noted that, “... there has been no case of violent 
conflict within my domain in recent time”. Most participants in focus group discussions also 
stated that their communities did not witness any religious or ethnic conflicts in the preceding 
year.  
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Table 4:  Interfaith project contributed to peace-building in the community 
Responses Frequency Percentage 
Yes 135 68.9 
No 31 15.8 
No response 30 15.3 
Total 196 100 

Source: Fieldwork, 2018 
 
In Table 4, majority of the respondents (68.9%) believed the Interfaith Project contributed to 
peace-building in their community, but 15.8% of the respondents thought otherwise. The 
traditional rulers of Heipang, Tatu, Mangu and Gindiri who were key informants all agreed that 
their communities benefitted immensely from Interfaith Peace-building Project. The traditional 
ruler of Heipang, noted that “It is through the project that we have learnt to resolve conflicts 
through peaceful means”, while the Village Head of Tatu stated that “since coming into contact 
with the Peace project we have been taking proactive steps in tackling conflict. Anywhere we 
get information that there is conflict, as leaders we usually go there to find ways of peacefully 
resolving such problems”. Similarly, most participants in focus group discussion maintained 
that the Interfaith Project made positive impacts in their communities. A female participant in 
focus group discussion in Barkin Ladi stated that peaceful co-existence has been achieved 
through the Interfaith Peace-building Project, therefore, “We can now go to areas we could not 
go”. 
 
Discussion  
One of the recurring decimals in Plateau State has been ethnic and religious conflicts in the 
communities. Before the Interfaith Peace-building Project, the ethnic as well as religious groups 
in Barkin Ladi, Heipang, Mangu and Gindiri were highly divided, the Christians versus 
Muslims, the Berom and Mwaghavul versus the Hausa/Fulani. However, as noted by majority 
of the respondents (68.9%) and attested to by most key informants and participants in FGD, 
through the intervention by the Interfaith project conflicts in the State have reduced. The 
Interfaith Project promoted peaceful coexistence and succeeded to a very large extent in 
building peace between members of the ethnic and religious groups in Plateau state. Through 
the project’s intervention, invasion and destruction of farms by herdsmen has reduced, and 
clashes between herders and horticulturalists have also reduced significantly; herders and 
farmer now live in peace with each other.  
 
The conflict prevention structures – Community Conflict Monitoring Groups – established by 
the interfaith project were instrumental in the peace-building between the ethnic and religious 
groups in the State, particularly between the Hausa/Fulani and Berom, the Hausa/Fulani and 
Mwaghavul, and between Christians and Muslims. Most of the respondents (81.7%), 
participants in focus group discussions and key informants credited the CCMGs with the peace 
achieved.  The CCMGs trained and sensitized Christians and Muslims in the State on conflict 
prevention and management, they empowered Christians and Muslims to prevent report and 
handle conflicts effectively. Community members have put the knowledge acquired to practice 
and that has gone a long way in reducing conflicts and enhancing peaceful coexistence in 
Plateau state.  
 
Conclusion 
The Interfaith Peace-building project has proven that the dormant capacity of community 
members in preventing or resolving conflicts, most especially ethno-religious conflicts, can be 
unleashed through faith organizations and adherents of various faiths working together for that 
purpose. Adherents of Islam and Christianity working together to achieve peace builds 
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confidence in parties to a conflict who come from different religious backgrounds because they 
believe their interest will be protected. Interfaith collaboration can be a viable alternative 
approach to resolving conflicts that have religious flavour. Such collaborations may not be easy, 
but as a staff of JDPC noted, “...nothing is impossible unless you have tried it.... If you have 
tried and failed, keep trying”.  Interfaith collaborations could be used on wider scale for 
resolving inter-religious conflicts in Nigeria.  
 
Furthermore, the Interfaith Peace-building project is an eloquent testimony of how change can 
come through community action; as staff of ICIN pointed out: “You cannot neglect the 
traditional institutions in any project being implemented in rural communities because they are 
not just the gate-keepers; they are the eyes, ears and souls of the community”. The potentials of 
community people to bring about change in social life and governance is lying dormant, waiting 
to be mobilized. The Interfaith project was a success largely because the potentials of people 
for preventing and managing conflicts were mobilized by CCMG through sensitization. The 
project did well in establishing community structures (CCMGs) for preventing and managing 
conflicts which were used to reduce conflicts in the project communities; consequently, paving 
way for development activities to take place.  
 
We conclude that change comes from within; people only need to be shown the way.  In 
addition, we conclude that community structures (traditional and religious) are useful for 
achieving development.  The project brought a turn around, and mechanisms used (use of 
community structures as well as trainings) were suitable.  
.   
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