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Abstract

This study examined the impact of national minimum wage rise on unemployment rate in
Nigeria. It employed the Federal Government national minimum wage from 1980 to date
and unemployment rates as released by the National Bureau of Statistics 2019 series.
(ADF)Augmented Dicky-fullar model was used to check the stationarity of the data used
which shows the combination of some variables being stationary at 1(0) that is at level and
some at 1(1) that is at first differences (ARDL). The Autoregressive Distributed Lag model
of econometric technique was employed to analyse the data, keeping unemployment rate as
dependent variable, minimum wage, consumer price index, inflation, and money supply as
the independent variables. Data used in the study were basically secondary. The study
revealed that increment in minimum wage was positive and significant in both the long and
short run implying that increase in minimum wage will raise the rate of unemployment in
the economy which can have a negative effect on the country’s GDP. INF, CPI, and MS
were also significant in both runs, INF was negatively related to unemployment but CPI
and MS were positively related to the level of unemployment.

Keywords: Minimum Wage, Inflation, Consumer Price Index, Unemployment

1. Introduction

The Nigeria economy as a developing economy in the world is characterised with
inequality distribution of income. There is a big gap between the rich and the poor which is
getting wider by the day; while the political office holders have always enjoyed fat salaries
and allowances, the workers in history have always been at the lower ebb of poor salary
arrangement or structure. The country is said to be immersing with poverty which is a
known fact, even the government of Buhari did not raise an eye brow when the Lady Prime
Minister of Britain, Theresa May, (2018) lamentably branded Nigeria the poverty “Capital
City” of the World. There is a substantial evidence that the country belongs to the group of
lower income earners countries of the world with GNP per capita of $US269 at pp in 2018
(World bank Report 2018). The poverty incidence of the country was reported to be 28.1%
in 1980; rose to 43.6% in 1985, but dropped minimally to 42%in 1992 only to rose to 67%
in 1996 (Alayande and Ande, 2004) and in 2000, rose to 74% and in 2017 to 83%. The
expansion of any economy requires efficient distribution of resources in order to achieve
continued economic growth. Numerous governments around the world set a minimum
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wage in order to raise wages of workers whose wages are comparatively low. Wage
increase is aimed at placing the workers in a favourable economic position by increasing
their purchasing power in order to overcome their economic problems arising from high
cost of consumer goods which has wind-swept the value of their wages. The Nigerian
Government and the Trade Union Congress of Nigeria have recently been entangled in
negotiation over what is a decent minimum wage that a worker should earn per month.
After agitations, accusations and counter accusations between the organised labour and the
Minister of Labour and Employment, Senator Chris Ngige, that culminated in strike actions
and threats of indefinite nationwide strike, the President of the Federal Republic of Nigeria,
Muhammadu Buhari approved N30, 000 new national minimum wage for Nigerian
workers.

With the current minimum wage, Nigerian workers are barely surviving as prices of goods
have skyrocketed and the exchange rate of the naira to the dollar has also gone up. Most of
the workers cannot boast of three square meals per day, pay their house rents and ward’s
school fees as and when due, meet up with their socio-economic needs etc. (Nwambuko,
2019).

Minimum wage increases the living standard of workers, reduces poverty, and makes
businesses more efficient. But in spite of all these, the big question is why does constant
increase in minimum wage increase the level of unemployment and inflation? Given high
level of inflation, many economies experience low productivity, thereby excluding some
individuals from the labour market. Minimum wage increase can lead to negative impacts.
In the traditional economic theory, firms will respond to an increase in labour cost by
reducing demand for labour or increasing the output prices (Hamermesh, 1986; Brown,
1999). As a result, unemployment can be increased. Poor labourers, whom governments
aim to protect by minimum wages, can be hurt by minimum wage increases. Although
minimum wage increases are expected to increase prices, the scale of price increase
depends on several factors such as the demand elasticity and competition degree
(Aaronson, 2001).

Nigerian economy has been going through stiff times and is just about coming out from
recession and with 1.7% economic growth in 2018 and not expecting to do better in 2019,
the future does not read well for the country. Unemployment stands at 16.5% in 2017,
youth unemployment 38%, inflation at 11.1%, consumer price index 214.2 index, inflation
rate (GDP deflation) 11.1% price of diesel fuel 0.64usdollars/liter, price for gasoline 0.46%
us dollars/liter, purchasing power parity 102.7Icuper international dollars, ppp for private
consumption 123.6 Icu per international dollars (Knoema corporation 2019). Over 50% of
Nigerian population live in poverty (quartz Africa 2018); death rate 15year old -60yrs is
31.83% per 100 populations, mortality rate 25.54% death per 100, morbidity rate12.46 in
2018; death rate in 2016 was 12.5 (Knoema.com 2016). According to the Federal
Government of Nigeria News Bulletin (2019), domestic debt now stands at N15.6 trillion,
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rises by N811.77 billion in three years (Punch 4/8/2018). For sure, this is not a picture of a
healthy country where people enjoy a fairly good standard of living. The picture depicts a
struggling economy with struggling people. Therefore, the paper examines the impact of
minimum wage increase, rise in the level of unemployment and the impact of some
macroeconomic indices like inflation, consumer price index, government spending on the
level of employment in the Nigeria economy given the current state of affairs of the
country.

2. Literature review

According to Finley (1973), wage means all payment (other than fees paid to a public
official) for services performed by an employee for his employer, including the cash value
of all remuneration (including benefits) paid in any medium other than cash. The aim of the
National Minimum Wage is to help increase incomes of the low paid. It has become more
important in a labour market characterized by a decline in trade unions and growth of low-
paid service sector jobs. Critics argue that a national minimum wage can cause
unemployment because firms cannot afford the workers. Others argue that minimum wage
rates are still too low and do not provide a “living wage” in certain areas of high housing
costs, etc.

Economic theory suggests that the macroeconomic effect of minimum wage increases on
gross domestic product (GDP) is ambiguous. Minimum wage increases may increase
labour costs and output prices, reduce firms’ profits and job training, and cause adverse
employment and hours effects, each of which may reduce in GDP. However, if minimum
wage increases raise the earnings of low-skilled workers who keep their jobs—and these
workers have a higher marginal propensity to consume an additional dollar of income than
firm owners or low-skilled workers who lose their jobs—minimum wage increases will
result in higher GDP (Sabia j. 2015) The impact of the minimum wage depends on the skill
and experience of the worker. Highly skilled and experienced workers are not affected
because their equilibrium wages are well above the minimum. For these workers, the
minimum wage is not binding (Mankiw, 2011). The minimum wage has its greatest impact
on the market for teenage labour.

Empirical Review

Adams (1987) investigated the macroeconomic effects of minimum wage in the USA by
employing a macro econometric model to simulate the effect of change or increase in
minimum wage on economic variables such as real wage, employment, unemployment,
price level and real gross national product (GNP). He found that an increase in minimum
wage would have a corresponding increasing effect on price level and unemployment.
Adam’s findings are similar to those of Brown et al (1982), who used time series
regression to analyse the effects of minimum wage on employment and unemployment.
They found that the magnitude of the impact of minimum wage on employment and
unemployment is dependent on the prevailing economic situation, though the finding
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indicated a positive relationship between minimum wage and unemployment, and a
negative relationship between minimum wage and employment. The unemployment rate is
influenced by the wage rate factor (Mankiw, 2011: 21), whereas the increase in wage
purposes improves the living standard of the worker, further increases the purchasing
power of the people, which ultimately increases the demand for goods and services that can
increase the rate of inflation. The impact of minimum wages on unemployment has a
significant positive impact on unemployment (Huang, Loungani, Wang, 2014). This means
that every minimum wage increase results in an increase in the number of unemployed.
Other results suggest that minimum wage laws have no significant relationship to
unemployment (Bhorat, Kanbur & Mayet, 2012; Dinkelman & Ranchhod, 2010; Hertz,
2005).

Damachi (2001) in his study of past policy measures for solving unemployment problems
in Nigeria suggests that there is a strong need for institutional collaboration and improved
coordination of policy measures for dealing with unemployment. He stated that while there
are some discernible lapses, the overall policy direction for employment appears to be
adequate. According to him, what is required is the political will to pursue the policy
measures backed by adequate steps to make the policies work as well as transparency in
programme implementation. Yesufu (1984), in his study, argues that higher labour
productivity can reduce unemployment. This can be explained by the marginal productivity
principle which says that employers will hire more labour up to the point where the value
of marginal product of labour equals marginal labour cost (Okojie, 1995). Thus, an
increase in marginal productivity labour indicates that employment of labour would have to
increase in compliance with the marginal productivity principle. However, Diacharbe
(1991) holds a contrary view which says higher productivity of labour may increase
unemployment. This is because fewer workers can be used to achieve a given level of
output, while the redundant workers may be laid off. According to Prokopenko (1992), a
decline in the productivity of labour would always lead to economic deterioration and a
consequent rise in unemployment rate. Sanusi (1997), in his study titled stimulating
investment through interest rate management, reported that interest rate has positive
relationship with unemployment that is, a lower interest rate encourages private investment
spending which will increase the demand for labour and reduce unemployment. According
to him, high interest rate (Prime Lending Rate) has characterized the Nigerian economy
over the years and this has adversely affected the manufacturing sector which ought to
significantly reduce unemployment.

Bittencourt (2010) reviewed inflation and economic growth and examined poor
macroeconomic performance at high inflation rates in four countries in Latin America
(Argentina, Bolivia, Brazil, Peru) from 1970 to 2007 using panel data. The results showed
that higher rates of inflation both significantly and negatively affected economic growth in
all four countries. High rates of inflation led to many expensive economic activities,
especially in traditional and developing economies. Aminu and Anono (2012) conducted a
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study on the relationship between unemployment and inflation. The study revealed
negative relationship between unemployment and inflation and no causation between
unemployment and inflation; though they found that there is long-run relationship between
the two phenomena in Nigeria.

Theoretical Framework

Productivity Shocks theory: George Stigler, writing in 1946 after the passing of the Fair
Labour Standards Act, argued that an effective minimum wage law would have two direct
impacts; firstly, the termination of those workers whose marginal product caused them to
be valued significantly below the minimum wage rate, and secondly that the productivity
of low-wage workers may in fact increase (Stigler, 358). The first effect will be more
pronounced if worker’s value (in competitive wage market terms) is significantly below the
minimum wage, as well as if the elasticity of demand in the market is higher. In labour
markets with more elastic demand, firms will be more strongly responsive to shifts in the
price of labour. Hence, if labour becomes costlier, firms will decrease their labour costs by
more, meaning those less-skilled workers are more likely to be laid off. The second result,
the shock to productivity, was seen as a somewhat offsetting effect to layoffs by Stigler, as
has been agreed upon by many other economists since. Stigler himself noted that these
productivity gains could be from low-wage workers fearing poverty, though he
acknowledged this seemed unlikely. Much more likely, he asserted, was that entrepreneurs
would implement new production techniques. This could be due to the sudden viability of
previously unprofitable techniques, as “superior” labour is brought in, albeit in smaller
numbers (Stigler, 359). This argument remains popular to this day, with modern day
practitioners and pundits suggesting higher retail wages will inevitably lead to the
automation of menial roles like checkout clerk or warehouse worker (Rotman). This was
the thrust of Friedman’s classic argument, as in 1966 he claimed minimum wages “will
also induce employers to replaces such workers with other workers...or to produce
machinery to do the same work” (Friedman).

Two-Sector Models: First and foremost, the 1970s saw an expansion of the theoretical
economic models explaining the impact of a new (or higher) minimum wage on
employment. In 1973, Finis Welch observed the lack of total coverage across sectors of the
Fair Labour Standards Act of 1938. The law often depended upon industry, product line,
size of the firm, and for twenty-three years the guidelines went wholly unchanged (Welch,
1). As a response to this observation, he constructed a simplified two-sector model
attempting to explain the response of employment across the economy to a wage price
floor in only some sectors. Welch’s model had one industry covered by the minimum wage
adjusted as expected by classical theory; the minimum wage was implemented and hence
employment fell in that sector. However, a number of workers migrate over to the
uncovered sector of the economy, and so employment in that industry grew following the
minimum wage implementation in the covered sector. As not all workers would migrate
across industries, depending on their own ‘reservation wage’, the effect of the minimum
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wage on total employment across the economy was dependent on the elasticity of labour
supply and reservation wage rates, as well as the relative size of the covered and uncovered
sectors.

3. Methodology

In determining the kind of methodology to be used in the analysis the study wants to carry
out the stationarity test using the unit root test of Augmented Dicky fuller to check whether
the data are fit to be used. The data employed in this study are secondary data which were
obtained from the World Bank data, Central Bank of Nigeria statistical bulletin and Bureau
of statistic from 1984 to 2019 using annual time series data.

Unit Root Test

An Augmented Dicky-fullar (ADF) of (1979) test is a test for a unit root in a time series
sample. This will be used to trial-test the level of stationary of variables as a pre-estimation
test to perceive whether the data is fit for use and the type of regression model to be
employed. This test reflects on the various level of ADF such as unit root test at ‘level” and
at ‘1% difference’ to test for stationarity for the regression model that will fit in the data
analysis. The assorted level of stationarity can either be at; constant, constant and trend and
none. This can be mathematically written as;

AXp = 4 @ g+ TF  BAX o1 F B oo 1
AXe = p+ Bt + axe_q + XK BAX 1 F € ceeeeeeee ) 2
AXp = @Xq + T U BAX 1 F Bl oo, 3

Where; A denotes the first different operator, x; is the variable under consideration, [ is the
constant term, ; is the time trend, x; _; is the lag of the series being tested, k denotes lag
length, AX; _ 1 is the first difference lagged series usually taken to eliminate the problem of
serial correlation (Dickey and Fuller, 1979) and ¢ is the white noise process with &, with
eymiid (o%). The term k in this test is automatically determined by Schwarz Information
Criterion (SIC) or Akaike Information Criterion (AIC) to get the optimal lag length and
ensure white noise process of the residuals.

UNEM =F (MINW, MS, CPL INF) ... ..ottt 4
Where

UNEM represents unemployment rate, MINW = minimum wage rate, CPl= consumer price
index, INF represents inflation rate, MS = money supply, F denote function

Econometric Model

UNEM = Bg + BIMS + B2INF +B3CPI + BAMINW + [Lt.uvviiniiiiiiieeiieieeeiiee 5
H= disturbance term (error term) which captured others factors that were not incorporated
in the model, although they can affect the model
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Bo= parameter intercept/constant, B; B, .. = coefficient of the independent (exogenous)
variables

Furthermore, UNEM is regarded as dependent variable (DV) in the model, while money
supply, minimum wage, consumer price index and inflation rate are independent variables
(IV). Dependent variables are variables that are determined by the model (or
endogenously). On the other hand, independent variables are those variables that are
exogenously determined.

Estimation Procedures

Autoregressive distributed lagged model (ARDL): It is a model commonly engaged when
working with a time series data. Perasan and Shin (1995) and perasan (1996) developed
ARDL approach to co-integration or bound procedure for a long run relationship regardless
of whether the fundamental variables are 1(0), 1(1) or are both combined. ARDL does not
consider the problem arising from the different order of co integration of the variables. We
use variables in natural logarithm form to analyse the implication of the relationship among
the macroeconomic variables. The use of ARDL approach to co-integration will give
realistic and efficient estimates. The ARDL approach helps to identify the co integrating
vectors. That is, each of the identifying variables stands as a single long-run relation
equation. If one co-integrating vector is identified, the ARDL model of the co-integration
vector is reparametrized in to Error Correction Model (ECM). The reparametrized result
gives short-run dynamics and long-run of the variable of a single model. The
reparametrized is possible because the ARDL is a dynamic single model equation and of
the same form with the ECM. Distributed lag model simply means inclusion of unrestricted
lag of regressors in a regression function.

Discussion of Findings
Table: 1 Unit Root Test

Variable Constant without trend Constant with trend

Level 1% Difference Level 1% Difference
UNEM -3.444** -2.737 -3.251** -7.928***
MINW 0.740 -1.602 -4 526*** -4.831%**
INF -3.120* -3.127* -5,439*** -5.150***
CPI -1.540 -1.879 -4,638*** -5.157***
MS -3.548** -2.169 -5.576*** -5.482***

Note: *** ** and * represent significance level at 1%, 5% and 10% respectively. The figures are
the t-statistics for testing the null hypothesis that the series has unit root. The lag length is
determined automatically based on Schwarz information criteria. The critical values for intercept
without trend are -4.284580, -3.562882 and -3.215267 whereas, for intercept with trend the values
are -3.661661, -2.960411 and -2.619160 for 1%, 5% and 10% respectively.

From Table 1 above, the data are stationary at 1% difference and some at level. Variable
such as Inflation (INF) is stationary at 1* difference at intercept while stationary at level
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and 1% difference at intercept and trend deterministic. Money supply (MONS) is stationary
at level and at 1% difference under trend and intercept, and also consumer price index (CPI)
is stationary at 1% difference at trend and intercept as indicated in the table above. UNEM
is also stationary at level and 1* difference under trend and intercept, and lastly minimum
wage (MINW) is stationary at 1* difference under trend and intercept.

Diagnostic Testing
Table 2: Diagnostic Table

Diagnostic T-statistic (prob)
R? 0.839315

Adjusted R? 0.976687

Durbin Watson 3.187602

F- statistics 108.4678(0.00000)

Heteroskedasticity:(F- statistics)
Serial correlation LM test (F- statistics)

0.277627 (0.9905)
0.27762 (0.9905)

The result above shows that the model passes all the diagnostic test performs for R?
adjusted R? Durbin Watson, and heteroskedasticity and LM serial correlation test
respectively. This implies that we can safely reject the null hypothesis that there is no
autocorrelation among the variables as indicated in the table above.

Stability test

10.0

-2.5 _|

-5.0 TTe———

-7.5 _| e

-10.0

2012 2013 2016 2017 2018

,,,,, 59 Significance ]

The result of the cumulative sum of the residual (CUSUM) result shows that the model is
stable and evidenced the stability of the long run coefficient of the explanatory variables.
Since the CUSUM is within the region of acceptance, we can further estimate the model
analysis such as the long run, short run, etc.
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Bound Test for Co Integration

Bound test will be conducted to check for long run relationship among the variables used in
the model. The value of F-statistic shall be used to test for the hypothesis whether to accept
or reject the hypothesis. If the value of the F-statistic is greater than the 1% upper bound
test, we can safely reject the null hypothesis and accept the alternative that there is
evidence of long run relationship among the variables.

Table 3: The result of ARDL co integration test

Bound Test to Co integration

F (MINW, INF, MS, CPI)
Optimal lag structure ARDL (2, 2,2)

F-statistic 57.46461
Significant level critical value {Lower bound 1(0)} critical value {upper bound 1(1)

10% 3.09 2.2

5% 3.49 2.56
2.5% 3.87 2.88
1% 4.37 3.29

The value of f-statistic figures tests for null hypothesis that there is no co integration
among the variables used. To demonstrate the co integration relationship among Gross
Domestic Product (GDP) and its determinants, an overall significant F-test for the null
hypothesis of no co integration relation was analysed. The result of the F-test for co
integration test is = 57.46461 which is higher than upper bound and lower bound critical
values at all levels as shown above.

Table: 4: Long Run Results

Dependent variable (LGDP)

EC = UNEM - (0.0003*MINW -0.1321*INF -0.0549*CPI + 1.9619*MS - 18.9908 )

Variable Coefficient standard error  t-statistic (p-value)
MINW 0.000348 0.000166 2.096070 (0.0694) *
INF -0.132130 0.015002 -8.807304 (0.0000) *=*=
CPI 0.054915 0.021055 -2.608185 (0.0312) *
MS 1.961907 0.362003 5.419584 (0.0006) **=
C -18.99077 4.753223 -3.995345 (0.0040 ) **

Note: *, **, *** represent 10% 5% and 1% significant level respectively.
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Table: 5 Short Run Coefficient Dependent Variable Gross Domestic Product (LGDP)

Variable coefficient standard error t-statistic (p-value)
UNEM 1.187849 0.257930 -4.605310 (0.0017) *=
MINW 0.001071 0.000113 -9.498702 (0.0000) **=
INF -0.110763 0.031364 -3.531543 (0.0077) *=
CPI 1.017555 0.114318 8.901076 (0.0000) **=
MS 1.046175 0.442605 2.363676 (0.0457) *

C 40.12247 11.22451 3.574539 (0.0072) *=

Note: *, **, *** represent 10%, 5% and 1% significant respectively.

From the long run and short run tables above the long run result shows that the minimum
wage MINW was positive and significant at 10% and also positive and significant at 5% in
the short run which shows that in the long run and short run an increase in minimum wage
will increase unemployment by 0.03% in the long run and by 11.8% in the short run which
can be shown as the influence of additional money in the economy will increase the rate of
unemployment in such economy. Inflation INF was negative and significant in both the
short and long run at 5% and 1% respectively which implies that a low inflation rate of an
economy will help reduce the unemployment rate by 13% and 11% respectively in both the
long run and short run. Consumer price index CPI was also positive and significant at 10%
in the long run and at 1% in the short run, which implies that increase in consumer price
index will increase unemployment rate in both the long run and short run by 5%. Money
supply (MS) is positive and significant in both the long run and short run at 1% and 10%
level of significant, showing an increase in money supply increase unemployment rate in
the economy by 196% in the run long.

Discussion of result

The result of the bound test revealed that there is long runs relationship which implies the
rejection of the null hypothesis of no co integration (no long run relationship) among the
variable. The long run result revealed that, in the long run MINW is positively related to
unemployment rate showing that an increase in minimum wage increases the rate of
unemployment and likewise affects the GDP of an economy which is in line with studies
(Huang, Loungani, Wang, 2014) that state that the impact of minimum wages on
unemployment, has a significant positive impact on unemployment. This means that every
minimum wage increase results in an increase in the number of unemployed. And also a
study from Adams (1987) investigated the macroeconomic effects of minimum wage in
the USA by employing a macro econometric model to simulate the effect of change or
increase in minimum wage on economic variables such as real wage, employment,
unemployment, price level and real gross national product (GNP). He found that an
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increase in minimum wage would have a corresponding increasing effect on price level and
unemployment. Money supply MS and consumer price index CPI also shows a positive
relationship with unemployment rate which is in line with the study of Diacharbe (1991)
that holds a contrary view which says higher productivity of labour may increase
unemployment. This is because fewer workers can be used to achieve a given level of
output, while the redundant workers may be laid off. Sanusi (1997), in his study titled
stimulating investment through interest rate management, reported that interest rate has
positive relationship with unemployment; that is, a lower interest rate encourages private
investment spending which will increase the demand for labour and reduce unemployment.
According to him, high interest rate (Prime Lending Rate) has characterized the Nigerian
economy over the years and this has adversely affected the manufacturing sector which
ought to significantly reduce unemployment. Inflations INF which is negatively related to
unemployment is in line with the study of Bittencourt (2010) which reviewed inflation and
economic growth and examined poor macroeconomic performance at high inflation rates in
four countries in Latin America (Argentina, Bolivia, Brazil, Peru) from 1970 to 2007 using
panel data.

5. Conclusion and Recommendations

Given the empirical outcomes obtained above, this study has a number of policy
implications for both the monetary authorities and the national governments. In all stages
of economic growth in Nigeria, great reliance has been placed on the minimum wage as the
medium to better the life of a labourer and to increase the performance of the economy for
when a new wage is implemented there will be a better chance of transactions, more
savings which eventually will lead to investment thereby leading to a greater performance
of the economy but on a reality this aim for a new wage is defeated due to the constant hike
in inflation when the new wage is implemented, and the high rise in the rate of
unemployment in the economy. It is recommended that policy makers should ensure there
is a proper check and balance when a new wage is implemented so as to ensure the rate of
unemployment does not increase. While increasing the minimum wage, the government
should create an enabling environment for people through investment in massive
infrastructure and other basic amenities so as to drive down cost of production, State
governments should choose to use the federal wage or make their own laws indicating the
amount they can pay as the new minimum wage given the consequential effect (cost) of
wage adjustment for other categories of workers and citizens as a result of increasing the
minimum wage.

State governments should choose to use the federal wage or make their own laws
indicating the amount they can pay as the new minimum wage given the consequential
effect (cost) of wage adjustment for other categories of workers and citizens as a result of
increasing the minimum wage.The Federal and State Governments, since they are
presumably not planning the mass sack of workers in order to meet up with the obligations
that will be placed on them by the new minimum wage, must work assiduously towards
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increasing their revenue profile. They must demonstrate renewed commitment to cutting
costs and eliminating wastes in the system. The government must be creative in the
management of public finances rather than perpetuating the defeatist practice of blaming
previous governments for the present state of affairs. A best policy that can be suitable for
reducing unemployment rate given a rise in minimum wage should be implemented.

Compliance to law by both the state governments and the private sector should be ensured
by the Federal Government. It is one thing to pass laws and another is to implement them.
Therefore, since the minimum wage is a law, state governors and entrepreneurs should be
encouraged to comply.

Suggestion for further research

The research span from 1987 to 2019; it is recommended or suggested for other researchers
to expand the scope of study to see the impact of new minimum on unemployment rate in
Nigeria. It is also recommended that more minimum wage variables can be utilised to
checkmate the impact of minimum wage on unemployment in Nigeria via other
econometric methods and approaches.

The examination of minimum wage growth in Nigeria has been positive, however, it
should be judged against other nations to see if such relationship also exists between them.
The tribulations of new minimum wage in Nigeria should also be investigated for more
improvement on the worker’s performance to ensure utmost contribution of the labour to
the country.

Reference

Aaronson, D. (2001), “Price Pass-through and the Minimum Wage”, The Review of
Economics and Statistics 83(1): 158-169.

Alayande, B. A. and Alande, S. (2004) “Determinants of Vulnerability to Poverty” A
World Bank Commissioned Study.

Bhorat, H., Kanbur, R., Mayet, N, (date?) The Impact of Sectoral Minimum Wage Laws
On Employment, Wages and Hours of Work in South Africa. DPRU Working Paper,
12(155), 2012,1-27.

Brown, C., Curtis G. & Kohen, A. (1982). The Effect of the Minimum Wage on
Employment and Unemployment. Journal of Economic Literature, 20(2),482-528.

Dickey, D., and Fuller, W. (1979). “Distribution of the Estimators for Autoregressive Time
Series with a Unit Root, "Journal of the American Statistical Association, 74, 427-431

Damachi N.A (2001) Evaluation of Past Policy Measures for Solving Unemployment
Problems, in CBN Bullion vol. 25 No 4.

Dinkelman, T and Ranchhod, V, Evidence on the impact of minimum wage laws in an
informal sector: Domestic workers in South Africa. A Southern Africa Labour and
Development Research. Unit Working Paper (44), 2012,1-59.

Finley, M. I. (1973). The Ancient Economy. Berkeley: University of California Press.

Friedman, Milton. “Minimum-Wage Rates.” Newsweek 26 Sept. 1966: n. pag. Web.

12



Publication of the Faculty of Management & Social Sciences, IBB University, Lapai, Niger State-Nigeria
ol. 12 No.2, December, 2020 ISSN:2006-6473

@ LAPAI INTERNATIONAL JOURNAL OF MANAGEMENT AND SOCIAL SCIENCES

Huang, Y, Loungani, P, Wang, G, Minimum Wages and Firm Employment: Evidence from
China. IMF Working Paper, 14 (184), 2014, 1-47.

Knoema. Corperation. Com 2019

Mankiw, N. G. (2011), Principles of Economics, Sixth Edition, USA: South-Western
Cengage Learning

Nwambuko, Temple Chukwukadibia (PhD, FCPA), Amaechi, Obinna Charles, lloh,
Angela U. (FCPA), (2019) International Journal of Management, Social Sciences,
Peace and Conflict Studies (IIMSSPCS), Vol.2 No.2 June, 2019; p.g. 18 — 26; ISSN:
2682-6135(Print)

Pesaran, M. H., and Shin, Y. (1995). An Autoregressive Distributed Lag Modelling
Approach to Co integration Analysis. Centennial Volume of Rangar Frisch,
Cambridge University Press. Cambridge, (1999).

Prokopenko, J (1992) Productivity Management, A Practical Handbook H.O.Geneva

Punch Nigeria, July 2019, Nigeria Debt Management Office Bulletin, 2018

Stigler, George J. “The Economics of Minimum Wage Legislation.” The American
Economic Review 36.3 (1946): 358-65. JSTOR [JSTOR]. Web. 23 June 2016.

Welch, Finis. “Minimum Wage Legislation in the United States.” The Rand Paper Series
(1973): n. page. Web. 02 July 2016

Sabia, J. J., and R. Nielsen. “The effect of minimum wages on material hardship: Evidence
from the SIPP.” Review of Economics of the Household 13 (2015):95—134.

Sanusi J.O (1997), “Stimulating Investment Through Interest Rate Management” The
Economy, Nov. 10 p.18 16.

Yesufu T.M (1984), “The Dynamics of Industrial Relations, The Nigerian Experience’.
(Ibadan, University Press).

13



Publication of the Faculty of Management & Social Sciences, IBB University, Lapai, Niger State-Nigeria
ol. 12 No.2, December, 2020 ISSN:2006-6473

@ LAPAI INTERNATIONAL JOURNAL OF MANAGEMENT AND SOCIAL SCIENCES

WORK-PLACE CORDIAL RELATIONSHIPS AND JOB SATISFACTION:
EVIDENCE FROM NIGERIAN SECURITY AND CIVIL DEFENCE CORPS,
ABUJA COMMAND

Emmanuel Umaru Musa
(emmanet64@gmail.com)
+2348034708762

Department of Sociology, Ibrahim Badamasi Babangida University, Lapai

Abstract

The research is a study of work-place cordial relationships and job satisfaction: evidence
from Nigerian Security and Civil Defence Corps, Abuja Command. The study population is
four hundred (400), being the number of NSCDC personnel in Abuja command. The study
adopted Watson (2001) statistical formula and scale for determining sample size based on
95 percent confidence level. A margin error of 0.05 and a variability degree of 20 percent
was used due to the homogeneous nature of the study population, while a sample of fifty
(50) was drawn for the study. Data were collected using questionnaire and analysed using
descriptive and inferential statistics. Descriptive statistics, tables with frequencies, simple
percentages, regression using Kendall’s correction and inferential statistics were used as
tools for analysis of the data generated for the study. Findings suggest that there is a very
good workplace cordial relationship amongst personnel of the corps, which has enhanced
job satisfaction in the organisation. The study recommends that the spirit and tempo of the
good workplace relationship which hitherto has existed in the NSCDC and led to job
satisfaction amongst officers and men should be maintained and further enhanced.

Keywords: Workplace, cordial relationship, job satisfaction

1. Introduction

Cordial relationships in organisations have today become one of the delicate and complex
problems of modern society. Pemilu and Farmhan (2005) submitted that organisational
progress is therefore impossible without harmonious relationships in the workplace.
Consequently, the greatest failings of all top-to-down command-style management of
organisations are to ignore the level of interpersonal relationships that exist among
employees at different levels. Akiko (2012) believes that interpersonally developed
relationships in organisations have always been known to contribute positively to the
betterment of such organisations.

The Nigerian State which has been faced with-serious crisis of development resulting in
different shapes of insecurity and criminalities decided to establish the Nigeria Security
and Civil Defence Corps (NSCDC) through an instrument of law which commenced on the
28th of May, 2007 as a new outfit to curb further spread of insecurity and non-compliance
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to its laws and regulations. Its mandates amongst others, are to assist in the maintenance of
peace, law, and order; protection and rescuing of the civil population during any period of
emergencies; maintenance of twenty-four-hour surveillance over infrastructures, sites, and
projects of the Federal, State and Local Governments; enter and search any premises and
seize any material suspected to have been used for vandalization or suspected proceeds of
vandalization, arrest with or without a warrant, detain, investigate and institute legal
proceedings by or in the name of the Attorney-General of the Federation; handle issues that
have to do with riots, civil disorders, revolts, strikes, religious unrests, investigation of
activities aimed at depriving citizens of their properties or lives or Syndicate activities
aimed at defrauding the Federal, State, or Local Government amongst many others
(NSCDC Amendment Act, 2007).

As a paramilitary body, discipline, loyalty, respect, and obedience in carrying out the
official assignment are expected to be done with military precision and to some extent the
adoption of the use of legal weaponry. Consequently, official duties and assignments are
also expected to be carried out by officers and men of the corps with specific orders and
directives in line with the corps mandate. The issue of interpersonal relationships in the
workplace is strictly done in formal terms and may not really have a role to play in the
accomplishments of directives or instructions to officers and men of the corps.

It may be assumed that by the paramilitary nature of the organisation, in the course of
carrying out the daily activities in the workplace, rifts, clashes, suspicions and lack of
cooperation may become daily occurrences which might in the end affect productivity and
general job satisfaction. This has become a worrisome development as experienced by
other sister security cum military organisations. Thus, the researcher is motivated to
investigate the extent and levels of interpersonal relationships that exist amongst its
personnel and how this relationship can affect job satisfaction. Specifically, the study is
targeted at ascertaining the levels of cordial relationships that exist amongst officers and
men of the NSCDC; and to determine the factor(s) that necessitate the level of job
satisfaction of personnel of NSCDC.

2. Review of Literature

Damachi (2006) asserted that good cordial relationships in organisations may not be
synonymous with the peace of the graveyard nor is it a complete absence of strife, while
Pemilu and Farnham (2005) are of the view that cordial labour relationship has become one
of the most delicate and complex problems of modern society; organisational progress is
therefore impossible without the cooperation of and harmonious relationship in the
workplace. Therefore, it is in the interest of all to create and maintain good relations
between employees and management for the overall success of the organisation and job
satisfaction of employees. But, Gordon and Hartman (2009) pointed out that when people
spend about 50 hours per week in the workplace or institution of work, employees are most
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probable to develop workplace friendships than any other kind of relationship in the
organisation.

On the other hand, Rea (2015) while discussing cordial relationships in an organisation,
corroborated the above statements when he submitted that open lines of communications
can be informal, such as day-to-day interactions between employees and supervisors,
leading to the adoption of formal mechanisms for employee feedback and hitherto, creating
workplace satisfaction. Akiko (2012) averred that one of the greatest failings which result
from the “top-down” type of management is for management to ignore the knowledge that
exists interpersonally at the other levels or units of an organisation”.

On the other hand, Purcell (2014) asserted that when employees are engaged, they show
initiative, positively trying to contribute to and working above what is expected of them
because of the feeling of belongingness to such organisations. This implies that employees
who are engaged will be committed to the organisation and will ensure their continued stay
in such organisations. Albrecht et’ al. (2016) and Shantz (2013) while contributing to the
discussion on the importance of cordial relationships in organisations maintained that
feelings of belongings may also contribute to employees having a positive perception about
the organisation and its activities.

However, Igbal (2015) supporting other authors above, maintained that employees showed
commitment in a supportive, co-operative, and an energetic climate which leads to
employees own satisfaction and commitment, this is supported by Kubendran et’ al. (2013)
when he opined that when employees are respected and valued by the organisation, they
put in much effort for the organisation’s growth. In their studies, Moye, Henkin, and Egley,
(2004) cited in (Bashir, 2012) concentrated on the issue of trust in an organisation when
they asserted that “trust helps to maintain positive working environment facilitating honest
and supportive relationships.

According to them, these facilitate knowledge sharing and may have an effect on the
quality and quantity of knowledge shared for overall job satisfaction. They also maintained
that trust helps to retain a positive organisational environment resulting in honest and
supportive relationships, and acts as an important factor for positive partnership and
communication which is the foundation for vibrant relationships for employees; the
willingness to co-operate and empower their ability to handle crises when they occur
among them is thus enhanced.

Consequently, where there is no trust, employees are less inspired to take risks, they will
therefore demand greater security to avoid chances of betrayal, and only care about their
privileges. However, Bashir (2012) cautions on employees’ tendency to gossip and be
careful with the rate at which information of betrayal can spread across the working
environment which makes trust difficult to establish. Janz and Prasarnphanich (2003) cited
in (Kubendran, 2013) were of the view that when a cooperative climate exists in
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organisations, employees are more prone to working together to share and acquire tacit
knowledge and try to encourage each other’s performance and learning, and their
satisfaction with the job can therefore be enhanced.

Morrison (2004) however, concluded on the issue of informal relationship and job
satisfaction in the workplace when he submitted that informal relationships between people
in organisations can potentially either hinder or facilitate organisational functioning and job
satisfaction amongst employees. For him, the presence of informal relationships at work
and the degree of cohesiveness perceived by individuals was investigated in two studies,
and it was found that cohesiveness and opportunities for friendships increased job
satisfaction which led to increased organisational commitment and decreased turnover
intentions.

Theoretical Framework

The researcher has adopted the use of two theoretical perspectives to explain the NSCDC,
cordial relationship, and job satisfaction. They are: Human relations theory and Hertzberg
Two-factor theory of Motivation and Job Satisfaction.

Human Relations Theory: The theory comes from the human relations school with
exponents who are scholars: Maslow (1943) and Mayo (1946). The main postulation of this
theory is the reduction of organisational tension and conflicts which is expected to rest on
the ability of individuals to achieve self-fulfillment in the workplace. This theory also
posits that when workers are regarded as qualitatively different from other resources in an
organisation and are given sufficient consideration and motivations within a good working
environment, together with opportunities for growth and job progression, better
emoluments, and recognition, such organisation is sure to be appreciated by its workers.
Therefore, it is presumed that a cordial relationship and job satisfaction can be enhanced.

Hertzberg Two-factor theory of Motivation and Job Satisfaction: Fredrick Hertzberg’s two-
factor theory states that there are two separate factors that can contribute to job satisfaction
in the workplace. The two factors are Motivation and Hygiene factors. Each of these
factors has its separate postulations and they act independently of each other in the
workplace. The absence of any of those factors may create a lack of satisfaction in the
workplace. The following are the postulations of the theory and inherent factors
responsible for job satisfaction. They are:

(a) Motivational Factors (i) Achievement — A job must give an employee a sense of
achievement and pride. (ii) Recognition — A job must provide an employee with a sense of
recognition and praise after success. Such recognition should come from superiors and the
employee’s peers. (iii)Advancement — A job may provide promotion opportunities for
employees. (iv) Responsibility — A job must provide an employee with a sense of
responsibility, an employee should be able to own their work. (v) Work itself —must be
interesting, varied to provide enough challenge to keep employees motivated.
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(b) Hygiene Factors (i) Company Policies — Organisations should be fair and clear to the
employee. (ii) Supervision — Organisation should be fair to the employee by giving them
much opportunity to do work without strict supervision. (iii) Work condition —
Organisational environment must be conducive, safe, and hygienic. (iv) Salary — The
organisation's pay package should be reasonable and fair. (v) Status — Performing
meaningfully in an organisation can provide a sense of status. (vi) Security — Organisations
with high job security grow some sense of satisfaction to the employee and remove the fear
of loss of a job.

Applying the Hertzberg theory to the NSCDC Abuja, the organisation seems to have all it
takes for the development of good workplace cordial relationships and job satisfaction in
the organisation. This, to the researcher, may be unconnected with the prevalence of
motivational and hygienic factors established by the top hierarchy of the organisation in
Abuja. Factors such as advancement for its personnel through yearly promotions subjects
to availability of vaccines cannot be over-emphasized, other motivational factors such as
the opportunity for growth in the organisation, this is also expected to play a role in the job
satisfaction of officers and men of the corps, when personnel of the corps have
opportunities for career training, their appreciable level of job satisfaction is enhanced.

In terms of the responsibilities of officers and men of the corps, the NSCDC has a well-
designed schedule of duty for its personnel and are left alone to meet up with the challenge
of getting the desired outcome without very close supervision. Any organisation that has
more of the above motivational factors is capable of guaranteeing job satisfaction to its
personnel. Hertzberg’s Hygiene factors which also play significant roles in enhancing job
satisfaction in organisations. The researcher opines that NSCDC is an organisation that has
the following hygienic factors; work condition factors, the Abuja Headquarter of the
NSCDC is very conducive for work, the environment is very clean and hygienic and in
terms of job security, the organisation which is already backed up to an enabling law
allows its employees to enjoy gratuity and pension on retirement, the salary too is
appreciably attractive enough to stimulate job satisfaction while the personnel is allowed to
their daily roles strictly in line with their schedules of duty without very close monitoring
or supervision, hence they enjoy unrestricted cordial relationships while on duty and
cooperation devoid of unnecessary malice.

Therefore, the motivational and hygienic factors inherently established by the hierarchy of
the corps have increased the tendency of personnel to be satisfied with their jobs. Hertzberg
believes that all dissatisfactions factors must therefore be put away for job satisfaction to
be enhanced in organisations. The researchers may therefore wish to safely conclude that
going by the above theory, and considering the NSCDC in Abuja, Nigeria, its policies on
personnel advancements, yearly promotions for deserving offices and men, and its career
growth through training, recruiting, and workshop courses/programs.

18



Publication of the Faculty of Management & Social Sciences, IBB University, Lapai, Niger State-Nigeria
ol. 12 No.2, December, 2020 ISSN:2006-6473

@ LAPAI INTERNATIONAL JOURNAL OF MANAGEMENT AND SOCIAL SCIENCES

The NSCDC also has well-designed schedules of duties which allow officers and men to
perform optimally without very close supervision, conducive work environment, personnel
recognition for excelling staff, job security and good salary and other emoluments
including retirement benefits, insurance packages, gratuities, and pensions which have all
contributed to placing the NSCDC as an organisation which best describes Hertzberg’s
postulations on motivation and job satisfaction.

3. Methodology

NSCDC Abuja command is the study location while survey design was adopted for the
study. The study population is four hundred (400) being the number of NSCDC personnel
in Abuja command. Applying Watson (2001) statistical formula and scale for determining
sample size to the study population of four hundred (400) based on 95 percent confidence
level, and a margin error of 0.05, a variability degree of 20 percent was used due to the
homogeneous nature of the study population, a sample of fifty (50) was drawn for this
study. Data were collected using questionnaire and analysed using descriptive and
inferential statistics. The descriptive statistics involved the use of statistical tables with
frequencies and simple percentages while regression and Kendall’s correction statistics
were the inferential statistic tool used to analyse the data generated for this study.

4. Results

Result from analysis of socio-demographic characteristics presented in Table 1 shows that
24.5 per cent of the respondents are between the ages of 18-28 years, 46.9 per cent between
the ages of 29-39 years. 28.6 per cent are between the ages of 40-50 years. Most of the
respondents are between the age brackets of 29 — 39 years being their productive years.

Table 1: Socio-demographic Characteristics of Respondents

Variables Categories Frequency Percentages
Age 18-28 years 12 24.5
29-39 years 23 46.9
40-50 years 14 28.6
Gender Male 28 57.1
Female 21 42.9
Marital Status Never Married 14 28.6
Married 32 65.3
Widow - -
Divorce - -
Missing Values 3 6.1
Educational Qualification Secondary Cert. 11 22.5
Tertiary Cert. 33 67.3
Others 5 10.2
Total 49 100

Source: Field Survey, 2019.
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The result from Table 1 also shows that 57.1 per cent of the respondents are males while
42.7 per cent of the respondents are females. In terms of marital status of the respondents,
the result shows that 65.3 per cent of the respondents being the majority are married while
22.5 per cent are never married.

Table 1 also shows results with respect to the educational qualifications of the respondents.
As shown, 67.3 per cent, being majority of the respondents, had tertiary education
certificates, and holders of tertiary certificates while 22.5 per cent out of the total sampled
respondents are holders of secondary education certificate. The result shows that, most of
the officers and men of the NSCDC are holders of tertiary education certificates.

Table 2: Respondents views on satisfaction with NSCDC departmental/unit posting

Rating of satisfaction Frequency Percent Valid Cumulative
Percent Percent
Satisfied 43 87.8 89.6 89.6
Valid  Not satisfied 5 10.2 10.4 100.0
Total 48 98.0 100.0
Missing System 1 2.0
Total 49 100.0

Source: Field Survey, 2019.

On whether personnel of the Nigeria Security and Civil Defence Corps are satisfied with
Unit postings, data from Table 2 show that they were satisfied; this has been affirmed by
89.6 per cent respondents. This is a good development indicating that there is no malice
during posting, which may be adduced to be reasons for good cordial relationships in an
organisation.

Table 3: Respondents views on Satisfaction with NSCDC official deployments/ transfers

Rating of satisfaction Frequency  Percent Valid Cumulative
Percent Percent
Satisfied 38 77.6 84.4 84.4
Valid Not satisfied 7 14.3 15.6 100.0
Total 45 91.8 100.0
Missing System 4 8.2
Total 49 100.0

Source: Field Survey, 2019.

Table 3 shows that majority of the respondents were satisfied with their
deployments/transfers as 84.4 per cent of them were satisfied. This shows that there is no
deployment due to malice or certain other prejudices. This is encouraging, meaning that
transfers/deployments were not instigated or done for punitive measures or malice.
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Table 4: Respondents rating of cordial relationship between officers and men of NSCDC

Rating Frequency Percent Valid Percent Cumulative Percent
Cordial relationship 11 22.4 84.6 84.6
. Fairly cordial 2 4.1 15.4 100.0

Valid : -
relationship
Total 13 26.5 100.0

Missing System 36 735

Total 49 100.0

Source: Field Survey, 2019.

Rating the level of cordial relationship between officers and men of the corps, data from
Table 4 above show that their relationships are cordial; this is affirmed by 84.6 per cent of
the respondents. This too is a very interesting development for a Para-military organisation
where forcefulness and order permeates the system.

Table 5: Respondents Rating of the Level of Job Satisfaction in NSCDC
Rating of job satisfaction Frequency Percent Valid Percent

Cumulative Percent

Very satisfied 19 38.8 41.3 41.3

valid Satisfie_d _ 16 327 34.8 76.1
Not satisfied 11 224 23.9 100.0
Total 46 93.9 100.0

Missing System 3 6.1

Total 49 100.0

Source: Field Survey, 2019.

Table 5 presents respondent’s views on overall job satisfaction with their job. 41.3 per cent
and 34.8 per cent respectively indicated that they are very satisfied and satisfied with their
jobs. This is also noteworthy, given the nature of militarism and strict obedience to order
involved in NSCDC as a paramilitary organisation. The study still found out that the
personnel of NSCDC are generally satisfied with their jobs owing to good cordial
relationships established between officers and men of the corps.

Table 6: The regression result from E. View 7.0

Dependent Variable: Effective service delivery

Variable Coefficient Std. Error t-statistic Prob.
C 11.42745 0.307473 37.16566 0.0000
Official deployment 3.487468 0.566953 6.151247 0.0000
R-squared 0.541796 Mean independent variable 12.4531
Adjusted R-squared 0.527477 S.D independent variable 2.19129
S.E. of regression 1.506306 Akaike info criterion 3.71422
Sum square resid. 72.60666 Schwarz criterion 3.80400
Log Likelihood 61.14174 Hannan-Quinn Criterion 3.74484
F-statistic 37.83784 Durbin-Watson Stat. 1.889253
Prob. (F-statistic) 0.000001

Source: Authors’ Computation, 2019.
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From the regression result, it can be deduced that 54 percent variation of effective service
delivery is caused by official deployment in NSCDC as examined by the coefficient of
determination (R?), while after taking into consideration the degree of freedom, the adjusted
coefficient of determination with 52 percent explained that 52 percent of the variation of
effective service delivery is still explained by official deployment in NSCDC. Hence, the
result shows a good fit as the independent variable explains over 50 percent of the variation
in a model. Therefore, to confirm the worth or credibility of the result, we examined the F-
statistic value and confirm that the alternate hypothesis that the independent variable
significantly explains that the dependent can be accepted given the F-statistical probability
value (0.0000) which is significant at both 1 and 5 percent.

Table 7: Correlation statistics measuring relationship between Cordial Relationship and
Job Satisfaction in NSCDC

Correlations

Correlation Coefficient 1.000 3707
Cordial R/ship Sig. (2-tailed) . 001
Kendall's N 119 76
tau_b Correlation Coefficient 3707 1.000
Job Satisfaction Sig. (2-tailed) .001 .
N 76 76

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

Source: Authors’ Computation, 2019.

The obtained Kendall’s tau-b correlation coefficient from table 7 is +.370 which expresses
a moderate and positive relationship between cordial relationship and job satisfaction in
NSCDC; which is statistically significant at the 0.01 level (2-tailed). The study therefore
accepts the research hypothesis H;. that, cordial relationship and job satisfaction are
significantly related.

Discussion on findings

The general impression that any observer might have on the NSCDC as a paramilitary
organisation, would be that of hostility amongst the personnel of the corps owing to the
nature of their operations and training. For an organisation that has a military cum armed
trained squad personnel, it is expected that the operational atmosphere would always be
tensed devoid of courtesies or cordiality of any kind but formal relationships amongst
officers and men of the corps. This has become the trend in most sister security and
paramilitary organisations in Nigeria.

There are always complaints on postings, deployments, transfers, promotions, etc. amongst
officers and men which is usually said to be based on personal animosities, wickedness,
maliciousness, and unfairness, either instigated by superior officers as punishments for
disobedience or borne out of regional, ethnic and religious prejudices. Hence, the luster for
effective cordial relationship is inherently not felt in such organisations. But to the dismay
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of this researcher, the findings of the study have shown that a larger percentage of
respondents have adduced to the fact that in the NSCDC Abuja, units and departmental
postings are satisfactory, official deployments and transfers are also seen to be well-
intentioned devoid of malice or any form of animosity.

Secondly, the study has established that good workplace cordial relationships exist among
members of the corps. This has been proven by the majority of the respondents who stated
that they are satisfied with the level of the cordial relationship that exists in the corps,
symbolizing that there is a high level of trust, cooperation, and respect for one another
which has made the working environment in the office in Abuja very conducive and
friendly for them. Correspondingly, the cordial relationships among officers and men of the
corps have added to higher productivity and job satisfaction has been enhanced. A
comparatively large percentage of respondents in this study have attested to this fact. The
findings on Tables 1, 2, and 3 of the study have all answered objective 1 which seeks to
ascertain the level of cordial relationships that exist in NSCDC, while the findings on Table
4 has successfully answered objective 2 of the study which sought to find out the general
level of job satisfaction among the NSCDC personnel in Abuja.

The above findings have been supported by Igbal (2015) who submitted that employees
who work in supportive, cooperative, and energetic workplaces tend to be satisfied with
their job. This implies that the level of support and cooperation created in the NSCDC has
given personnel of the corps the much-needed tendency of appreciating their jobs, hence
cordial relationships and job satisfaction has been enhanced in spite of the paramilitary
nature of NSCDC.

The findings have also supported the two theories adopted for the study, the Human
Relations theory and Hertzberg two factor theory, which has the reduction of tensions and
conflicts in the workplace by the entrenchment of human factors like cooperation among
personnel to achieve job targets and responsibilities, cordialities in the workplace,
advancements, job specifications, and clarity and conducive work environments all
contributed to job satisfaction of the NSCDC personnel in Abuja.

5. Conclusion and Recommendations

The study has been able to establish that good workplace cordial relationship exists in the
NSCDC which has enhanced job satisfaction amongst officers and men of the organisation.
This has been supported by higher percentages from the respondents.

The fact that good workplace cordial relationship amongst personnel of the NSCDC has
been established, is a pointer to the fact that the personnel is happy with their job and that
the organisation has created the much-needed atmosphere for an interpersonal relationship
to exist in the organisation. The researcher, therefore, wishes to recommend that this spirit
and tempo of good workplace cordial relationship be maintained or further enhanced.
Secondly, the study has established that job satisfaction amongst officers and men of the
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corps is no longer in doubt. This good development should also be maintained and
enhanced accordingly.
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Abstract

One of the challenges of knowledge management is that of encouraging people to share
tacit knowledge. In some organisations, sharing is helpful and normal while in some, it is
otherwise. It is in view of this that this study investigated the effect of knowledge sharing on
organisational performance in Kresta Laurel in Lagos State.This study adopted descriptive
survey research design through the use of questionnaire. The population of the study
comprised of 123 staff of the company, which was further reduced to 76 staff as the sample
size through the use of a formula derived by Taro Yamanne. Purposive sampling technique
was used to select the staff. The data was analysed using Regression Analysis with the aid
of the Statistical Package for Social Sciences (SPSS version 25.0) at 5% level of
significance. Descriptive Statistics was also used to analyse the relevant data. Findings
revealed that there is significant effect of knowledge sharing on organisational
performance. The study recommended that organisations should encourage knowledge
sharing among their staff so as to enhance its performance.

Keywords: Knowledge, Knowledge Sharing, Management, Organisational Performance.

1. Introduction

Knowledge, when created and distributed all over the organisation, has the ability to
contribute to the firm’s value (Janus, 2016). Ineffectiveness in managing knowledge makes
the knowledge immaterial and not useful for organisations (Mohamad&Abu, 2012).
Companies that achieve significant growth in knowledge become more active contributors
to the nation. Organisational performance is vital to the well-being of a business and
knowledge is a crucial resource that needs to be well managed in order to achieve
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company’s organisational performance (Mohamad & Abu, 2012). Among various
resources available to the company, knowledge is the most valuable company’s resources
because it embodies best practices, routines, Lessons learned, problem-solving methods
and creative processes that are often difficult to replicate (Renzel, 2008). Most of the
organisations that improved their business performance do not only depend on the
successful deployment of tangible assets and natural resources but also on the effective
management of knowledge (Lee & Sukoco, 2007). Fast growth of information leads to the
importance of managing knowledge in organisations (Zuzana, 2007). Organisations should
therefore recognise the value of knowledge and experience of its individual employees,
they should capture, organise and store knowledge within an organisation and make it
available for others in the organisation. Knowledge sharing needs face-to-face
communication and collaboration with workgroup. One of the challenges of knowledge
management is that of getting people to share their knowledge (Muhamad, Che &
Rosmaini, 2010). In some organisations, sharing is caring and natural (Skyrme, 2008). And
there are questions asked on why people do not share knowledge: People have pride in not
having to seek advice from others and in waiting to discover new ways for themselves
while some people do not realize how useful particular knowledge is to others. Some
individuals may have knowledge used in one situation but unaware that other people at
other times and places might face similar situations. If people share some of their
experience, they use it out of context, mis-apply it and then blame each other or pass it off
as their own without giving any acknowledgement or recognition to them as source.

Skyrme (2008) reveals that lack of time is the major reason given by employees in many
organisations. It is not all information and knowledge that can be shared within community
and society. In an organisation such as Kresta Laurel, there is top secret information which
cannot be shared. This classified “Top Secret” information and knowledge which keep
organisations have a high values. Only trusted individuals or people know the secret
information and knowledge to protect organisations or countries (Muhamad, Che &
Rosmaini, 2010). When this is done, it defeats the idea of knowledge sharing and those
employees denied of such secret information may see themselves as being alienated from
the organisation, hence may hamper the growth of the organisation and result in poor
organisational performance.

The main objective of this study is to find out the effect of knowledge sharing on
organisational Performance in Kresta Laurel Company in Lagos State.

2. Literature Review

Concept of Knowledge Sharing (KS)

Park and Im (2003) defined knowledge sharing as “the process of transferring knowledge
from a person to another in organisations. It is a process to accumulate shared knowledge
among members”. Bock and Kim (2002) see knowledge sharing as a kind of social
interaction among people. Knowledge, unlike information is locked in the human mind and
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part of human identity. Frappaolo (2006) claimed that knowledge sharing is about “how
people share and use what they know”. In addition, Tasmin and Woods (2008) asserted that
knowledge sharing is a social system that supports collaboration and integration which is
normally facilitated by technology. Dalkir (2005) also supported the notion that knowledge
sharing is to be associated with “appropriate mix” of technological channels for optimizing
knowledge exchanges. Creating and exchanging knowledge are intangible activities that
can neither be supervised nor imposed. They happen only when people cooperate
voluntarily. This exchange of knowledge can lead to the creation of new knowledge, which
can be an important source of competitive advantage. Bock and Kim (2002) stated that
Davenport (1997) argues that sharing knowledge is often unnatural. Davenport (1997) said
that people will not share their knowledge as they think their knowledge is valuable and
important. Also, Samieh and Wahba (2007) agreed that the knowledge sharing practice are
motivated and executed mainly at the individual levels. Even in the absence of strong
organisational norms of knowledge sharing, employees may tend to share knowledge
according to their personal benefits and cost. At the end, knowledge sharing practices can
help organisations becomes more profitable and undefeated.

Knowledge Sharing Practice at work nowadays, many CEOs and managers in
organisations understand the importance of knowledge sharing among their employees and
eager to introduce the knowledge management paradigm in their workplaces. Chaudhry
(2005) reported that several studies have been conducted during five years to review
knowledge management strategies and knowledge sharing practices in the local
organisations. Singapore, for example, provides an interesting case study in this regard.
Chaudhry (2005) states that Singapore is conservative in adhering to Asian cultural
traditions and at the same time open to innovation and creativity. It is a diverse and multi-
ethnic society that is eager to stick to meritocracy and system efficiency in its pursuits of
innovation and creativity which are crucial to the success of knowledge management
activities. Chaudhry (2005) also found that in Malaysia, knowledge sharing practices are
not widely implemented. Only several government body and private sectors especially
which have link with worldwide company embedding knowledge sharing. Besides, the
private companies which embedding knowledge sharing own their innovation and
creativity to become more profitable and knowledgeable. Chong (2003) found that
knowledge sharing was taking place on informal basis through face-to-face communication
and collaborative workgroups. His study reveals that knowledge is supported in this
environment by a culture that encourages sharing of knowledge, learning from failures, and
developing people’s skills. Rastogi (2000) emphasized that organisational culture required
favourable social environment such as trust, shared values, and goodwill to facilitate
knowledge sharing. This signifies the importance of trust in knowledge culture and
knowledge sharing. Lim, Tang and Yang (2004) agreed that through face-to-face context,
people that have knowledge sharing attitudes were getting more evident rather than
electronic medium. Employees were found to be more willing to share knowledge with
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increased rewards. “Embedding knowledge into everyday work process is time consuming
and expensive” Snowden (2002) stated it’s impossible to measure whether someone is
sharing their knowledge or not in organisations, but it is possible to measure if they comply
with a process. Therefore, employees are not susceptible to directive control in respect of
intangible assets such as knowledge. Norris, McQueen and Cutler (2003) supported that
knowledge becomes tangible as digitised content, as context that can be digitally shared
and through direct and indirect interactions. Knowledge can be created by asking a
question and watching responses provoke through conversations, responses, and
interactions among network participants.

Why people do not share?

Skyrme (2008) identified the following as the reasons why people do not share their
knowledge in an organisation: Syndrome People have pride in not having to seek advice
from others and in waiting to discover new ways for themselves; an individual may have
knowledge used in one situation but unaware that other people at other times and places
might face similar situations; if people share some of their experience, will they use it out
of context, mis-apply it and then blame each other or pass it off as their own without giving
any acknowledgement or recognition to them as source; lack of time is the major reason
given by employees in many organisations. There is pressure on productivity on deadlines,
and it’s general rule that the more knowledgeable they are, the more people waiting to
collar for the next task; there is not all information and knowledge can be shared within
community and society. In organisation, there are or maybe top secret information which
cannot be shared. This classified “Top Secret” information and knowledge which
organisations have high values. Only trusted individuals or people know the secret
information and knowledge to protect organisations or country.

Advantages of Knowledge Sharing Practice in Organisation

The following are the advantages of knowledge sharing in organisational practice as given
by Muhamad, Che, and Rosmaini (2010): Kim, Lee and Olson (2006) stated that
embedding knowledge sharing practice can be regarded as a public good because people
who do not pay or contribute to the organisation or community also can share knowledge.
Multiple people also can access and share knowledge at the same time; knowledge sharing
practices can make people in organisation innovative and creative to created things.
Meetings, discussion and forum are the best platform to share the knowledge and idea
among groups. The people in the groups can easily exchange and share knowledge to make
their tasks work. It is generally understood that knowledge sharing is an antecedent to
many more knowledge management activities. Tasmin and Woods (2008) evinced that
knowledge sharing through knowledge management effort has been empirically shown to
positively and strongly influence higher innovation activities among manufacturing firms
in Malaysia. According to Tasmin and Woods (2008), the predictive constructs of
knowledge management enabling practices were able to explain 99% of its variance and
innovation activities were 52% of its variance. Most importantly, the influence strength of
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KM on innovation was at a magnitude of 0.74. These facts show the significance and
importance of knowledge sharing towards innovative activities; when knowledge sharing
among people or employees in organisation becomes stronger, it shows that knowledge
also becomes more powerful in organisation. Individual or person who shares their tacit
knowledge through conversation becomes more innovative and creative in their work.
Norris et al. (2003) agreed that much of this tacit knowledge exists and is communicated
through conversations in community of practices or networks of practices. Such “know
how”, “know who”, “know where” knowledge promises to be more important. As it is
aptly said by an industry captain of Hewlett-Packard; one of advantages of embedding
knowledge sharing practice in organisation is attitude. Kuo and Young (2008) stated that
for knowledge sharing practices, attitude has been shown to be a critical factor because
one’s knowledge about how to solve organisational problems could influence one’s trade
value. Chowdury (2004) reported, in a case study at Petronas, the importance of the
expertise sharing attitude with peers and people in workplaces. People also may consider
sharing their knowledge in an organisation if they believe this will be personally important
and valuable for them; culture change is never easy and takes time. But cultures can be
changed. Takeuchi and Nonaka (2004) stated, in his KM milestone book, that “both IBM
and Canon have successfully undergone a transformation and have proven themselves
capable of changing as fast as the environment around them...” in those firms
environment, effective knowledge sharing deals with cultural change of the people, process
transformation, and technological management systems. According to Skyrme (2008),
involvement from people or individual in organisation could be some of the best
knowledge sharing cultures is where everybody believes their knowledge is respected,
valued and used to inform decision. Knowledge sharing practice could make people and
individual become valuable.

Concept of Organisational Performance (OP)

Performance is the end result of activities; it includes the actual outcomes of the strategic
management process (Alrubaiee, &Jamhour, 2012). Likewise Ben, Louati, and Affes
(2015) posited that the organisational performance is represented by the success in
achieving its goals. Organisational performance constitutes all behaviours related to
organisational objectives depending on the contribution levels of individuals to the
organisation (Borman&Motowidlo, 1993). However, the organisational performance is the
mirror that reflects the organisation’s ability in achieving high productivity provided it is
combined with the customers’ satisfaction and having a well market share that can provide
a suitable financial refund and do social and ethic responsibilities towards the environment
where the organisation works and the society (Tubigi& Al shawi, 2015). Similarly,
scholars considered organisational performance as the achieved results of the interaction
between the activities of communication and information technology sector and its
resources or the difference between the financial goals and the non-financial ones in a
specific period of time (Rajneesh & Kaur, 2014). However, organisational existence will be
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in danger, only if the performance includes non-financial scales, the background image of
the performance will show up the thing which the financial indications fail to do
(Zainol&Ayadurai, 2011). In consistent with this, Sink and Tuttle (1989) also realized that
performance should not be treated only as a financial concept. Thus, it is suggested that
particularly in the service sector, non-financial performance should receive serious
consideration. Nofal, Surachman, and Djumahir, (2014) argued that relying only on the
financial ratios in evaluating the performance gives incomplete image about the
organisation. Therefore, this method in evaluation should be enhanced and supported by
operational performance’s scales to build measurement system for effective performance in
the organisation such as market share, customer retain. To this end, Noruzy, Dalfard,
Azhdari, Nazari-Shirkouhi, and Rezazadeh (2013) argued that if the manager cares of the
total performance of the organisation, he will be able to create a balance between the
operational and the financial interests. Traditionally, firm performance has been viewed
and measured in accounting terms. An additional issue should be raised here; due to
confidentiality concerns, it is often challenging to obtain actual accounting data from
organisations unless they are publicly quoted companies. As a result, previous research
studies looking into performance related issues used self-reported financial and non-
financial performance measures (Alrubaiee, 2012). However, Tseng and Lee, (2014)
pointed out, that some scholars have continually discussed the organisational performance
measurement index. For example, Tippins and Sohi (2003) suggested profitability, rate of
return on investment, customer retention, and sales growth rate as the organisational
performance measurement indexes, while Lee and Choi (2003) suggested market share
rate, comparisons of success with other companies, growth rate, profitability, and ability to
innovate as the organisational performance measurement indexes.

Organisational performance describes how efficient the organisation is in its quest to
achieve the goals that have been set. How well an organisation deploys its resources,
human and material, determines how well set goals are accomplished (Richard, Devinney,
Johnson, & Yip, 2008). They state that organisational performance consists of four major
areas: financial performance, product/market performance, shareholder returns and non-
financial performance. Financial performance relates to the measurement of profits, return
on assets, return on investment, etc. that an organisation has achieved over a time period.
Product/Market performance relates to sales, turnover, market share, etc. Shareholder
returns measure the benefits accruable to providers of financial capital to the organisation.
Non-financial performance refers to the measure of employee satisfaction and
performance, customer service and satisfaction, quality/consistency of products and market
share/growth/innovations. Employees contribute immensely to the good fortunes of
organisations. These contributions have led to significant successes that organisations have
recorded over the years (Collis & Montgomery, 1995).
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Theoretical Review

This study is anchored on knowledge management theory. The theory assumes that
knowledge management is seen as the process of creating, sharing, using and managing the
knowledge and information of an organisation. The main focus of knowledge management
theory is basically getting some of the best practices of effectively implementing a
knowledge management system and the benefits it brings to organisation as it improves the
way employees create, share and find information (Mclnerney& Koenig, 2011).

Review of Empirical Literature on Knowledge Sharing and Organisational Performance
Bojan, Slobodan, and Akmal (2015) in their journal titled “The Value of Knowledge
Sharing”: Impact of Tacit and Explicit Knowledge Sharing on Team Performance of
Scientists proposed that knowledge sharing has been tied to team performance in many
instances, still in the context of scientific cooperation the investigation has not been
attempted. Furthermore, the division of tacit and explicit knowledge sharing is required, as
they are quite different in nature, and as they might not contribute to the team performance
equally. The study, aimed to explore knowledge sharing between the project team members
and to explain influence sharing of tacit and explicit knowledge have on team performance.
In the attempt to achieve the goal, they analysed knowledge sharing between scientists,
drawing lessons from government funded research projects.

Through the development of a framework an understanding of the relationships between
sharing of tacit and explicit knowledge sharing and team performance, in research project
teams, had been achieved. In addition, they provided a first analysis of the current state of
knowledge sharing on research projects in Croatia. The outcomes of the study shed light on
knowledge sharing behavior between researchers, therefore, contributing towards the
successful implementation of knowledge sharing initiatives as part of research project
knowledge management as well as organisational knowledge management initiatives.

Paavo, Heidi, Snejina, and Kenneth (2015), in their article titled “Knowledge sharing,
knowledge leaking and relative innovation performance”: An empirical study, posed that
External knowledge sharing and knowledge leakage often pose a strategic dilemma when
firms conduct innovation activities. In the study, they focus on the positive and negative
effects of the phenomenon. In particular, they empirically examine the effects of a firm's
external knowledge sharing on its relative innovation performance under the contingencies
of accidental and intentional leakage of business-critical knowledge. The results was based
on a survey of 150 Finnish technology-intensive firms which show that external knowledge
sharing has a positive effect on innovation performance, but high levels of accidental and
intentional knowledge leakage by a firms’ employees negatively moderate this relationship.
The results contribute to the understanding of the potentially positive and negative issues
related to external knowledge sharing and knowledge leakage, which have thus far
remained empirically under-researched.
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Haixin, and Guiquan, (2018), in their article titled “Linking Transformational Leadership
and Knowledge Sharing”: The Mediating Roles of Perceived Team Goal Commitment and
Perceived Team ldentification, theorize that transformational leadership can effectively
facilitate the sharing of knowledge among followers, but most investigations of the
underlying mechanisms were based on the social exchange perspective. Based on a sense
giving theory perspective, the article attempts to uncover the mechanisms by which
transformational leadership has its impact on employee knowledge sharing behavior by
proposing two team-directed mediating mechanisms: perceived team goal commitment and
perceived team identification. Results of multi-source and time-lagged data from 186
leader—follower pairs supported the proposed mediating effects. The results also showed
transformational leadership facilitates knowledge sharing among employees by enhancing
followers’ perceived team goal commitment and perceived team identification.

Rudawska (2020), in his paper titled “Knowledge Sharing and Creativity”: Individual and
Organisational Perspective, found out that the flow of knowledge between employees
contributes to the knowledge development which in turn influences individual and
organisational creativity. However, knowledge sharing by employees is not a simplistic and
homogeneous behaviour. Basing on the literature review in the area of intra-organisational
knowledge sharing and creativity, he aims to explain the relation between giving
knowledge and individual (giver) creativity and organisational creativity. The knowledge
sharing is analysed from the knowledge giver perspective. He also distinguished two forms
of knowledge giving; proactive and reactive that is situation depended. The conceptual
article indicates that proactive and reactive knowledge sharing relates differently with
creativity and that sharing knowledge with others is not always positive to the giver’s
creativity, while it is influential for organisational creativity. The theoretical deliberations
are summarized in nine propositions. They indicate that managers need to take into account
the likelihood of individual creativity loss as a cost of reactive knowledge sharing;
otherwise, the quality of sharing could be harmed by knowledge manipulation by the
sharer, with a negative influence on organisational creativity.

Jacqueline, Ina, Gaule, Guinan, and Karim, (2020) in their study titled “Engineering
Serendipity”: The Role of Cognitive Similarity in Knowledge Sharing and Knowledge
Production, consider the implications of knowledge sharing on knowledge production.
They theorize that the “cognitive similarity” between two individuals’ prior knowledge is
systematically related to the effectiveness of knowledge sharing on the knowledge
production process. To estimate relationships, they designed and executed a natural field
experiment at a medical symposium, in which exogenous variation was introduced to
provide some of the 15,817 scientist pairs with opportunities for serendipitous, face-to-face
encounters. The data include direct observations of interaction patterns collected using
sociometricbadges, and detailed longitudinal data on the scientists’ publication records for
six years following the symposium. They find both collaborative and competitive effects of
cognitive similarity on knowledge production. Interacting scientists were more likely to
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transfer new knowledge concepts to each other if they shared some similarities in research
interests, but were less likely to cite and diffuse each other’s knowledge if they worked in
the same field or discipline of study. The study therefore suggests that knowledge sharing
may boost organisational knowledge production when potential partners share some prior
knowledge overlap, but too much overlap may impede it.

3. Methodology

This study used cross-sectionaldescriptive survey research design because it involves an
investigator to examine variables at one time only. It moreover involves the use of
organised questionnaires that are proposed to acquire facts from the respondents (Shonubi,
2017). The population of this study includes 123 staff of Kresta Laurel Company’s Head
Office in Lagos State, Nigeria. Basically, the company is made up of six departments
namely; procurement /purchasing department with 15 staff, technical department with 40
staff, finance department with 13 staff, store keeping department with 22 staff, training
department with 27 staff and digital marketing department with 6 staff.

The sample frame for this study was made up of all staff of Kresta Laurel Company,
Lagos, Nigeria. For each department, the sampling size was determined using the Taro
Yamane’s formulaas shown below:

n=_2N
T 14N (e)?

Where n = Sample size; N = Total population; e = the error of 5%

Table 1: The departmental distribution of sample size using Taro Yamane’s Formula:

Units/ Departments Population Yamane Formula Sample size
N N
14 0.025N

Procurement/Purchasing 15 15/(1+0.025(15)) 11
Technical 40 40/(1+0.025(40)) 20
Finance 13 13/(1+0.025(13)) 10
Store Keeping 22 22/(1+0.025(22)) 14
Training 27 27/(1+0.025(27)) 16
Digital Marketing 6 6/(1+0.025(6)) 5

Source: Field Survey, 2020.

Having derived the sample size, in each department, the purposive or judgmental and
convenience sampling techniques was used to select respondents for managerial employees
and non-managerial employees respectively. The purposive sampling technique will
involve a predefined group in mind. This means that, people whose opinions are relevant to
the study will be chosen for the study. The purposive sampling technique will be used for
managerial employees because they had to meet a criterion of belonging to the predefined
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group of top level managers. Again, the convenience sampling technique shall be for non-

managerial employee.

To achieve the objective of this study, the information was gathered from the primary
source of data which involved the use of questionnaire. The research variables are
Knowledge Sharing as independent variable and Organisational Performance as dependent
variable. The research data were analysed using regression for the variables in question,
using SPSS package version 25. Regression analysis was used because the study attempts
to know the effect of independent variable on the dependent variable. The hypothesis was
tested at 5% level of significance (o = 0.05)

4. Results
Table 2: Descriptive Analysis on Knowledge Sharing

Strongly Agree Undecided Disagree Strongly Total

Agree Disagree
| see knowledge sharing to 14 41 3 1 0 59
be strength 23.7% 69.5% 5.1% 1.7% 0% 100.0%
My interpersonal relationship 17 32 4 3 3 59
among people has improved 28.8% 54.2% 6.8% 5.1% 5.1% 100.0%
through knowledge sharing
Knowledge sharing  has 16 38 2 2 1 59
enhanced my  learning 27.1% 64.4% 3.4% 3.4% 1.7% 100.0%
capabilities
Competition for promotion 21 27 7 3 1 59
has  hindered knowledge 35.6% 45.8% 11.8% 5.1% 1.7% 100.0%
sharing
The rules and regulations 12 45 2 0 0 59
provided by the organisation 20.3% 76.3% 3.4% 0% 0% 100.0%
has enhanced the share of
knowledge
| share my mistakes to other 9 48 1 1 0 59
employees so as to learn 15.3% 81.3% 1.7% 1.7% 0% 100.0%
from them
| listen to the view of people 13 28 13 3 2 59
before speaking 22% 47.5% 22% 5.1% 3.4% 100.0%
| am always encouraged to 14 39 5 1 0 59
ask questions from my 23.7% 66.1% 8.5% 1.7% 0% 100.0%
superiors
I am always respected 24 27 8 0 0 59
despite  my level of 40.7% 45.8% 13.5% 0% 0% 100.0%
knowledge
| am encouraged to learn new 24 32 2 1 0 59
skills from anyone in the 40.7% 54.2% 3.4% 1.7% 0% 100.0%

organisation

Source: Researchers’ Field Survey Report, 2020
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Table 2 showed the descriptive analysis of respondents’ responses as regards knowledge
sharing. By adding up responses under strongly agree, agree and Undecided, 58(98.3%) of
the respondents agreed and are undecided that they can see knowledge sharing to be
strength., 53(89.8%) of the respondents agreed and are undecided that their interpersonal
relationship among people has improved through knowledge sharing., 56(94.9%) of the
respondents agreed and are undecided that knowledge sharing has enhanced their learning
capabilities., 55(93.2%) of the respondents agreed and are undecided that competition for
promotion has hindered knowledge sharing., 59(100%) of the respondents agreed and are
undecided that the rules and regulations provided by the organisation has enhanced the
share of knowledge., 58(98.3%) of the respondents agreed and are undecided that they

Table 3: Descriptive Analysis on Organisational Performance

Strongly Agree  Undecided Disagree  Strongly Total

Agree Disagree
Organisational  performance 24 34 1 0 0 59
can be well understood if 40.7% 57.6% 1.7% 0% 0% 100.0%
learnt
Perceived quality of products 21 38 0 0 0 59
and services are relative to 35.6% 64.4% 0% 0% 0% 100.0%
competitors
Production cost are relative to 18 40 1 0 0 59
competitors 30.5% 67.8% 1.7% 0% 0% 100.0%
Market share are relative to 15 39 4 1 0 59
competitors 25.4% 66.1% 6.8% 1.7% 0% 100.0%
Performance is relative to 12 30 13 3 1 59
competitors 20.3% 50.8% 22.0% 5.1% 1.7% 100.0%
Organisational performance is 14 38 5 1 1 59
relative to industry average 23.7% 64.4% 8.5% 1.7% 1.7% 100.0%
| enjoy my time in the office 25 32 2 0 0 59

42.4% 54.2% 3.4% 0% 0% 100.0%
| receive  bonus  and 27 30 1 1 0 59
commission based on my 45.8% 50.8% 1.7% 1.7% 0% 100.0%
performance
Career development is 24 30 5 0 0 59
encouraged by the HR 40.7% 50.8% 8.5% 0% 0% 100.0%
Division of work and team 15 40 4 0 0 59
work improves organisational 25.4% 67.8% 6.8% 0% 0% 100.0%
performance

Source: Researchers’ Field Survey Report, 2020

share their mistakes to other employees so as to learn from them., 54(91.5%) of the
respondents agreed and are undecided that they listen to the view of people before
speaking., 58(98.3%) of the respondents agreed and are undecided that they are always
encouraged to ask questions from their superiors., 59(100%) of the respondents agreed and
are undecided that they are always respected despite their level of knowledge., and lastly,
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58(98.3%) of the respondents agreed and are undecided that they are encouraged to learn
new skills from anyone in the organisation. The result demonstrates that knowledge
sharing has a significant effect on the organisational performance of Kresta Laurel
Company in Lagos state.

Table 3 shows the descriptive analysis of respondents’ responses as regards organisational
performance. By adding up responses under strongly agree, agree and Undecided,
59(100%) of the respondents agreed and are undecided that organisational performance can
be well understood if learnt., 59(100%) of the respondents agreed and are undecided that
perceived quality of products and services are relative to competitors., 59(100%) of the
respondents agreed and are undecided that production cost are relative to competitors.,
58(98.3%) of the respondents agreed and are undecided that market share are relative to
competitors., 55(93.2%) of the respondents agreed and are undecided that performance is
relative to competitors., 57(96.6%) of the respondents agreed and are undecided that
organisational performance is relative to industry average., 59(100%) of the respondents
agreed and are undecided that they enjoy their time in the office., 58(98.3%) of the
respondents agreed and are undecided that they receive bonus and commission based on
my performance., 59(100%) of the respondents agreed and are undecided that career
development is encouraged by the HR., and lastly, 59(100%) of the respondents agreed and
are undecided that division of work and team work improves organisational performance.

Table 4: Analysis of variance

ANOVA?
Sum of
Model Squares Df Mean Square F Sig.
1 Regression 0.143 10 .014 321 .000°
Residual 2.137 48 .045
Total 2.280 58

Source: Researcher’s Field Survey Report, 2020.

Table 5: Regression Co-efficients

Coefficients?
Unstandardised Standardised

Coefficients Coefficients
Model B Std. Error Beta T Sig.
1 (Constant) 23.921 0.602 39.758  0.000
Knowledge Sharing 0.190 0.026 0.250 7.164  0.000

a. Dependent Variable: Organisational Performance
Source: Researcher’s Field Survey Report, 2020
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The result on table 4 showed that the F statistic = .321 and was significant at p<0.05 which
revealed that the model was significant in explaining the effect of knowledge sharing on
organisational performance in Kresta Laurel Company in Lagos State. This finding is
supported by a positive and significant unstandardised B coefficient in table 5 that
knowledge sharing [B= 0.190, t= 39.758, p<0.05]. Therefore, the null hypothesis which
states that knowledge sharing will not have any significant effect on organisational
performance in Kresta Laurel Company in Lagos State is hereby rejected. The regression
model used to explain the variation in organisational performance due to effect of
knowledge sharing in Kresta Laurel Company in Lagos state can be stated as follows:

Discussion of findings

The regression equation indicates that the parameter estimate in which the constant is
23.921 implies that if knowledge sharing is zero, organisational performance would be
23.921. The coefficient of knowledge sharing was 0.190 and indicates that a 1-unit
increase in knowledge sharing was associated with a 0.190 unit increase in organisational
performance of Kresta Laurel. This implies that an increase in knowledge sharing will
subsequently increase the organisational performance of Kresta Laurel Company. The
result of hypothesis demonstrated that knowledge sharing had a significant effect on
organisational performance in Kresta Laurel Company in Lagos State.

5. Conclusion and Recommendation

Though, the main focus of knowledge management theory is basically getting some of the
best practices of effectively implementing a knowledge management system and the
benefits it brings to organisation as it improves the way employees create, share and find
information (Mclnerney & Koenig, 2011), though the theory did not show its effect on
organisational performance but the finding of this study shows that knowledge sharing has
significant effect on organisational performance. The study, therefore recommends that
organisations should encourage the practice of knowledge sharing so as to enhance
organisational performance.

Limitations and Future Research
This study had encountered some limitations that should be addressed by future studies.
Therefore, future studies should extend the study to other sectors such as educational,
manufacturing, service, financial, to mention few. Future studies should also extend the
geographical scope beyond Lagos State and possibly engage in comparative studies of the
subject matter in different sectors.
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Abstract

Human Resource Accounting can be viewed as a measurement process that recognises the
resources of an organisation as an intangible asset whose cost and value are included in
the financial statement of the organisation. The study was carried out with an objective of
assessing the effect of Human Resources Accounting Disclosures on Financial
Performance of Manufacturing Companies in Nigeria with the use of secondary data,
obtained from the published annual reports of five (5) purposively identified manufacturing
companies from 2015-2019.The study employed the multiple regression analysis (MRA)
and findings showed that both the HR Training & Development Cost (HRTDC) and HR
Remuneration Cost (HRRC) jointly and individually have noticeable effect on the financial
performance of manufacturing companies in the country, Nigeria. The study also found
that financial performance is dependent upon human resource accounting. HR Training
and Development Cost and Remuneration Cost have significant contributions to the
financial ability of a firm. The study, therefore, concluded that financial performance is
dependent upon some individual performance that makes up the HRA disclosure such as
staff rebuilding and retraining for development and HR remuneration. Finally, the study
recommends that companies should expend more on the need to develop and train staff and
also ensure that there are good staff remuneration and a low rate of employee turnover to
avoid wastage of knowledgeable investment. Also, the accounting bodies should ensure a
guideline that regulates the process of HR reporting in organisations.

Keywords: Human Resource, Human Resource Accounting, Financial Performance, HR
Training & Development Cost, HR Remuneration Cost
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1. Introduction

In the recent global market, organisations are composed of competitors, regardless of the
industry. To establish a competitive advantage, it is significant that the firm truly depends
on its workforce as a weapon in the competitive market. Companies seek to maximize their
workforce through comprehensive training and rebuilding of their manpower (labour)
programmes, not only to achieve organisation goals, but also, most importantly, for long-
term survival and sustainability of the organisation (Marimuthu, Arokiasamy & Ismail,
2009). Amahalu, Agbionu, and Obi (2017) postulate that "human resource (HR) means a
group of employees who make up the workforce of an organisation or a business entity".
Human resources are the strength, talents, and knowledge of people, which potentially can
be applied to the production of goods or rendering services.

The importance of human resource accounting is to create a model valuation for human
resources and make sure that the essence of the human resource that drives the organisation
for better performance is well represented and stated in firms' financial statements as
intangible assets (Adebawolo, Enyi, & Adebawo, 2015). The development of accounting
for human resource is initiated from the growing needs of the importance of human
resources in the management of an organisation. In the late 1950s, human resource was
regarded as a human asset by Rensis Likert, but it was later replaced by scholars from
‘asset' to 'resource’ (Asamu, Olawale, & Oluyemi, 2020).

The Financial Performance means the evaluation of the profitability and financial strength
of any organisation. Financial performance is an action used to generate higher sales,
profitability, and value of a business entity to the shareholders (of the business) through
managing the expenses, equity, revenue and both current and non-current assets. Its main
purpose is to provide complete information to the shareholder and stakeholders through the
financial statement to encourage them to make decisions (Naz & Nagvi, 2016).

A study was conducted recently by Asamu, Olawale, and Oluyemi (2020) on the disclosure
of human resource assets of manufacturing companies quoted in the Nigerian Stock
Exchange (NSE). The study concluded that adequate reward has a significant effect on
operational performance and financial leverage. ljeoma and Aronu (2013) examined the
effect of HRA on financial statements among Nigerian banks. Kruskalwallies test was used
to analyse the collected data from the financial statement and they concluded that non-
application of HRA measures had a negative effect on the future investment of the bank.
Every amount of money spent on the in-service development and training of employees
was treated as expense. Ofurum and Adeola (2018) carried out a study on nine (9) quoted
companies of the Nigerian Stock Exchange for 5 years, using the ordinary least square and
the Product Moment Correlation Coefficient of Pearson and found that there was no
correlation between HRA and profitability of the listed companies.
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Regardless of the various studies, the gap now is that most researchers have not been able
to relate effectively the nexus that exists between the financial performance (strength) and
the human resource accounting in the manufacturing companies in Nigeria.

Accounting for human resources is very necessary for the manufacturing companies since
the majority of their workers are directly involved in the production of the major products
and services of the companies. The selected companies treated human resources as an
expenditure instead of assets in their statement of financial position. The major lacuna is
that accounting for human resources is that companies' workforce are the most valuable
assets in the organisation because the organisational performance or growth depends on the
strength of employees. Therefore, some organisations invested in human resource one way
or the other. The investments made by these firms in development (of human capital) are
not reflected in their statement of financial position as assets, but reflected as liabilities in
their statement of comprehensive income (Micah, Ofurun & lhendinihu, 2012). Although
numerous studies have been done on accounting of human resource in advanced countries,
there is a gap in the literature in developing countries like Nigeria. Many of the Nigerian
firms do not follow the accounting of human resources in their balance sheet.

The specific objective of this study is to assess the effects of human resources accounting
disclosures on the financial performance of manufacturing companies in Nigeria.
Specifically, the study aims to investigate the effects of HR training and development cost
on financial performance of manufacturing companies in Nigeria; and to assess the
influence of human resource remuneration cost on the financial performance of
manufacturing companies in Nigeria.

The first hypothesis stated that human resource training and development cost has no
significant effect on the financial performance of manufacturing companies in Nigeria.
Also, the second hypothesis stated that human resource remuneration cost has no
significant effect on the financial performance of manufacturing companies in Nigeria.

2. Literature Review

Theoretical Review

Transactional Cost Theory and Resourced Based Theory were adopted for the study.
Transaction cost theory was propounded by Coase (1937) and later developed by Oliver
Williamson in the 1970s. According to Williamson (1979) this theory declares that,
“business enterprisSes choose governance structures that economize transaction cost
associated with establishing, evaluating, monitoring, and enforcing agreed-upon
exchanges". In predicting the nature of governance structure, an enterprise will employ two
behavioural predictions, namely bounded rationality and opportunism (seeking self-interest
with guile). It means that the main problem that is to be solved by organisations is how to
plan structures for governance, which take advantage of bonded rationality while protecting
opportunism. To proffer a solution to this problem, both the explicit and implicit contracts
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are created, closely monitored, seriously enforced, and regularly revised. For example,
organisations that require firm-specific knowledge and skills are assumed to establish
internal labour markets that join self-interested and bounded rational members of staff to
the organisation, while companies that do not need these mentioned skills can gain
efficiencies by competing for self-interested and bounded rational talent in an external
labour market (Williamson, 1981). Contextual factors, in turn, to some extent, determine if
the types and amounts of skills and knowledge a firm needs are likely to be available in the
external labour market, the costs of getting them from the external market, the
organisation's capability for developing them internally, and the costs of doing so.

Resource-Based view (RBV) contends that organisations have resources, a subset of which
empowers them to accomplish competitive advantage, and a subset of those that lead to
prevalent long-term performance (Barney, 1988). Resources that are important and
uncommon can prompt the production of competitive advantage. That advantage can be
maintained for longer periods (of time) to the extent that the company can safegaurd
against resource imitation, substitution or, probably, transfer. In general, empirical studies
using the theory mentioned above have strongly backed the resource-based view (Barney,
1988).

Resources which are valuable, but scarce, can lead to the establishment of a competitive
advantage. The advantage can be for a long period of time sustained to an extent that the
firm can protect itself against the common resource imitation, transfer, or substitution”. The
theory confirms that firms' (competitive) advantage is retained by the institutional valuable
resources, and capabilities, that are not common and cannot be replaced. RBV was built
into a coherent theory by Wernerfelt (1984) as cited by Odhong, Were and Omolo (2014).
Odhong et al (2014) also believe that firms' competitive advantage can be protected
through the knowledge and skills development. The theory considers human capital as a
resource that cannot be replaced or replicated. And this gives a firm a competitive
advantage over other firms.

Empirical Literature

Inua and Oziegbe (2018) comment on the effect of human resource accounting on the
performance of selected Nigerian banks. The study adopted an ex-post-facto research
design and regression analysis was use to ascertain the effect of HRA attributes such as
staff cost, staff strength, director remuneration, and firm size on financial performance. The
findings revealed that direct remuneration had no significant relationship with the firm's
financial performance. There is a significant effect on staff cost, staff strength, and firm
size on the financial strength of the company.

Ofurum and Adeola (2018) evaluated the nexus between HRA and the profitability of
selected Nigerian firms. Secondary data were adopted from the nine (9) service firms
quoted on the Nigeria Stock Exchange (NSE) from 2011-2015. The data collected were
analysed using ordinary least square (OLS) and the Product moment correlation coefficient
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of Pearson. The findings revealed that there isn't any essential relationship between Human
Resource Accounting & the profitability of the quoted firm. The study recommended that
Staff should be well compensated in terms of reward and remuneration to bring out the best
in them, management should make retirement benefits attractive to attract the best brain to
their respective firms and establishment and that should be a well-coordinated program for
staff development if the firm's profitability and performance are desired to increase
positively.

The study conducted by Onyinyechi and Ihendinihu (2017) looked into accounting for
human resource and the financial strength of firms in Nigerian. The study was aimed at
determining the extent to which human resources influence the profit of firms after tax,
total revenue, and the (net) asset. The hypotheses formulated were evaluated at a 5 percent
level of essence using the Multiple Regression Analysis and the result showed that
personnel benefit-cost has an important and positive effect on the profit after tax, while
there is an undesirable impact on Net Asset. The research, therefore, finalizes that human
resources contributes to the financial growth of companies and the contributions cannot be
overemphasized. Firms should have a culture of training, developing, and encouraging the
employees to put in their best towards financial growth of their companies. Providing them
with infrastructures and a conducive working environment could reduce the rate of job
turnover being experienced among firms.

Ilaboya (2013) explores the extent that large and top companies have adopted socially
responsible reporting practices with a focus on human resource reporting within corporate
annual reports. The results found that human resource disclosures lack overall consistency
and comparability. Indicators of quantities are stated by few companies in the sample, with
more concerns clear with a lack of attention paid to disclosure relating to equal and clear
opportunities, work-life balance, and integration of disadvantaged groups.

Adebawajo (2015) studied Human Resources Accounting and corporate performance. The
study examined the result of accounting of human resources on the performance of the
business in Nigeria. The study adopted an empirical Ex-post factor research design, on a
sample of 18 listed Banks in the Nigeria capital market. The study employed primary data
with the aid of a well-constructed questionnaire designed to collect relevant information
from the respondents on six steps Likert Scale and validated through peer review with
Cronbach Alpha Coefficient of 0.807 and 0.870 for human resources and organisation
performance respectively. The hypotheses were tested using a simple regression model and
the result entails that human resources accounting significantly affect the bank's
performance and also human capital-related information is relevant to the market value of
the sampled banks in Nigeria.

Abiola and Adisa (2020) examined the influence of human resources accounting practices
on managerial decision making in Nigeria. 16 quoted companies in the Nigerian financial
sectors were used. The study found that there is a significant impact on managerial
decisions in the organisation through the accounting of human resource.
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3. Methodology

A cross-sectional survey was adopted for the study which involves a time series survey of
existing data (Secondary data). Time series annual data was adopted ranging from 2015-
2019 with sample sizes of 5 companies which are Cadbury Nigeria PLC, Dangote Sugar
Plc., PZ Cussons, Unilever Nigeria PLC, and Nestle Nigeria PLC. A purposeful sampling
method was used for selecting these sampled companies, reason being the availability of
complete data obtained from the yearly report of the sampled companies for the period
under consideration. Multiple regression was used to analysis the formulated hypotheses.

Model Specification
To analyse the influence of disclosures of human resource accounting on financial
performance from manufacturing firms in Nigeria, the study used the ordinary least square
(OLS) in the form of Multiple Linear Regressions to establish the relationship between
Financial Performance(the Dependent Variable) and Human Resource Training&
Development Costs HRT&D and Human Resource Remuneration Cost HRRC (the
Independent Variables). The regression model was estimated through the use of Statistical
Package for Social Sciences (SPSS).
FP= o + pIHRTD+ p2HRRC+ p
Where,

FP = Financial Performance (Measured by profitability)

o = Intercept of the regression line

p =Error or stochastic term

B = Coefficient

HRTDC = Human Resource Training and development

HRRC = Human Resource Remuneration Cost

Table 1: Definitions and Measurements of the Study Variables

Code  Definition Type Measurement Authors/Studies
FP Return on Dependent Profit Before It is a measure of ROA. The higher the
Assets (ROA)  Variable Taxes/Total Assets ratio, the better the performance and
(Financial assets utilisation of the companies. This is
performance in line with the research works of Enofe,
measured by Mgbame, Sunday &Ovie, (2013)
profitability)
TD Human Independent Personnel expenses This is the total amount spent on training
resource Variable (training cost) and development of manpower. This is in
training & line with Syed 2009.
development
costs
RC Human Independent Personal expenses Remuneration is to total compensation
resource Variable (Salaries, wages, and  received by the employees which include
remuneration allowances) salaries, wages, and allowance. This is in
cost line with Syed 2009.
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Decision Rule
The acceptance/rejection criterion was that, if the p-value is greater than the alpha value of
0.05, we fail to reject the null hypothesis (H,) and accept the alternate hypothesis (H,).

4. Results

Descriptive Statistics
The descriptive analysis employed in this study is the summary of the statistics table. This
includes the minimum, maximum, mean, and standard deviation of the distribution.

Table 2 Descriptive Statistics of the variables

N  Minimum  Maximum Mean Std. Deviation
Training and 5 1187874 1421360 127581500  94862.354
Development Cost
Remuneration Cost 5 0662142 12536952 11357738.60  1151930.196
Return on Asset 5 7924968 45557630 30790226.20 15399086.577

Source: Researchers’ computation (2020).

Table 2 shows the descriptive statistics of the variables. The result revealed that HR
Training and Development Cost range from a minimum of 1187874 to a maximum of
1421360 with a standard deviation of 94862.354 and a mean of 1275815.00. HR
Remuneration Cost ranges from a minimum of 9662142 to 12536952 maximum with the
mean of 11357738.60 and a standard deviation of 1151930.196. Return on Asset (ROA)
was on the average of 30790226.20 with the 15399086.577 standard deviations. It ranges
from a minimum of 7924968to a maximum of 45557630.

Multi-Collinearity Test

This refers to the presence of high correlations between independent variables. This
assisted in assessing the strength and the direction of the relationship between the
dependent and independent variables.

Table 3: Multi-collinearity Test

Variables TV VIF
HR Training and Development 0.714 1.400
Cost

HR Remuneration Cost 0.623 1.107

Source: Authors’ Computation, 2020

Table 3 revealed the Multi-collinearity test that was tested through the use of the variance
inflation factor (VIF). The results show that the study is free from the multi-collinearity
problem because the Tolerance Value (TV) is < 1 and Variable Inflation Factors (VIF) is >
than 10. The result is in agreement with the assumption of the classical regression model
which states that there should not be multi-collinearity among the explanatory variables
included in the model.
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Table 4: Multiple Regression

Model 1 R =0.986 R?=0.975 Adj.R?=0.972
Sum of square Df Mean square F Sig.
Regression 441.860 1 147.287 20.831 0.000°
Residual 848.463 4 7.071
Total 1290.323 5
Variable Unstandardised Std. error Standardised T Sig.
coefficient (B) coefficient (B)
Constant 7.737 1.042 7.427 0.844
HRTDC 513 .058 145 1.758 .000
HRRC 145 318 310 1.324 .004

Note: X;= HR Training and Development Cost; X,= HR Remuneration Cost; Dependent variable:
Profitability
Source: Researchers’ computation (2020).

Table 4 shows that Human Resource Training and Development Cost (HRTDC) and
Human Resource Remuneration Cost (HRRC), were significantly joint predictors of
profitability (F, 4 = 20.831; R® = 0.975). The predictor variables jointly contribute 97.5%
to profitability, while the remaining 2.5% could be due to the effect of extraneous
variables. This implies that human resource accounting has a positive and significant
relationship with the manufacturing firms’ profit. Furthermore, HRTDC (B = 0.145; t =
1.758; P<.05), and HRRC (B = 0.310; t = 1.324; P<.05) were independently related to
manufacturing firms’ profit at 5% level respectively. This implies that HR Training &
Development Cost and HR Remuneration Cost independently relate to the financial
performance of manufacturing companies in Nigeria. This was supported by Khan,
Khanand, and Khan (2011) which examines the impact of the investment of HR training
and development on performance and found that there is a positive and significant impact
of HR training and development on performance.

Finally, from the second hypothesis, the findings revealed that HR remuneration cost has a
significant and positive relationship with the financial performance of manufacturing
companies in Nigeria. This was supported by Adebawajo (2015), who concluded that
salaries, wages, allowance, and all forms of remuneration motivate employees and increase
their performance.

The theoretical implications of this study involve understanding the various ways of
success in an organisation where some resources may be omitted or added to the approach
to enhance effectiveness and efficiency. Moreover, it will be vital to know whether the
proposed framework differs in organisations of different contexts. The managerial
implication of the study is that it will be interesting to know how the findings of this study
will help the organisation to perform better. It would be important to find out whether this
framework will be beneficial for policymakers and the stakeholder's community or not.
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5. Conclusion and Recommendation

Based on the findings of the study it was observed that HR Training & Development Cost
and Remuneration Cost have a significant effect on the financial performance of a firm. It
was discovered that HR Training and Development, and staff remuneration cost will
inspire the employees to give their best to the company which will boost the performance
of the company financially. It is therefore concluded that financial performance is
dependent upon the individual performance that makes up the HRA disclosure such as staff
rebuilding and development and HR remuneration. Further studies should focus on other
dimensions of HRA like staff salary, level of increment in staff, and staff retirement on the
financial strength of the different industries.

In line with the outcomes of this study, the following recommendations are made from an
HR perspective and an Accounting perspective. From the view of human resources
practitioners, the company should expend more on staff and development and also ensure
that there are good staff remuneration and a low rate of employee turnover to avoid
wastage of knowledgeable investment. From the accounting view, the accounting bodies
should ensure that there is a guideline for managing the process of HR reporting in
Nigeria.The cost of Human resources should be reported in assets accounts rather than as
expenses.
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Abstract

For decades, emphasis in Nigeria is placed on formal borderland governance structures
activities of intra-agency, inter-agency and international collaborations with little
attention paid to the local patterns of mainstreaming borderland communities in managing
borderlands. The paper examines the efficacy of mainstreaming borderland communities
for sustainable borderland policies and governance in Nigeria. Secondary data, official
documents such as Federal Constitution of Nigeria, 1999 as amended; Border
Communities Development Agency Act, 2003; African Union Border Programme, 2017;
International Organisation for Migration, 2017; UN-World Bank Report, 2018; National
Border Management Strategy, 2019, were analysed descriptively and provided basis for
discussion. The paper found out that, the dilemma with Nigeria’s borderland policies had
its root in the ratification of the principle of respecting all borderlands as carved by the
colonists enshrined in the Resolution AHG/Res. 16(1) of the OAU Charter of July 1964. Till
date, the Border Communities Development Agency (BCDA) did not practically address
the vacuum created by non-mainstreaming of borderland communities in borderland
management system in the country. This distorts the historic borderland communities’
internal autonomy and local patterns of managing their borderland, escalating the rate of
disintegration and perpetual instability in the management of borderland communities. It is
suggested that the policy direction should recognise the 263 borderland communities as
the most important stakeholder towards a more sustainable, secure and safe borderland
management. Also, an appropriate institutional framework for mainstreaming borderland
communities should focus on borderland governance structures that will implement the
policy. More importantly, the active leadership of the main agencies responsible for
borderland management should intensify efforts to harmonise their operations with that of
mainstreamed borderland communities.

Keywords: Borderland communities, Mainstreaming, Governance, Management
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1. Introduction

The efficacy of borderland management lies with the government putting in place all the
appropriate polices and governance structures that ensures safe and secured borderland
management in the country. Regrettably, from the colonial era to the most recent National
Border Management Strategy (NBMS) and Action of 2019, Nigeria’s borderland policies and
governance structures (Borderland Control Agencies) have not properly mainstreamed
borderland communities. Recent and earlier efforts especially the UN-World Bank report (2018)
“The Pathways for Peace: Inclusive Approaches to Preventing Violent Conflict”; African Union
Border Programme (AUBP, 2017); Collaborative Border Management Approach (UNDP, 2011);
Declarations of the African Union Border Programme (2007, 2010 and 2012); ECOWAS 1996
Local Borderland Committee, among others, brought to fore, the sacrosanct of mainstreaming
borderland communities to attain sustainable borderland management.

In the past for example, borderland communities in Africa had once enjoyed full autonomy in
managing their borderlands that ensured an enduring intra-regional trade, migration of people,
goods, services, capital and so on, dating back to the famous trans-Saharan trade. This could not
have been achieved without an ingenious borderland management system. This autonomy covers
local patterns of management among local communities living along the borderland, covering
their vital daily activities of defense, migration, merchandise, land and forest management, town
planning, hunting, fishing, gathering of firewood and management of other natural resources.

However, the partitioning of the African borderland communities in 1885 disrupted the
established local patterns and affected borderland community as socio-cultural activities netted
with their festivals, initiatory, customary and land rituals, confessional events, matrimonial and
christening, lineage exchanges and communal works (Cisse, 2007). The effect of this is the
distortion of the historic borderland communities’ internal autonomy and local patterns of
managing their borderland, escalating the rate of disintegration and perpetual instability in
resolving issues of borderland management. As indicated by African Union Border Programme
(AUBP, 2017), 80% of borderland in Africa were arbitrarily imposed by British and French
colonial powers, with 42% drawn by parallels, meridians and equidistant lines. This entirely
negates Africans’ highly structured self-participatory borderland policies and governance
structures, their perfect foreknowledge of the terrain and borderland conflicts resolution
mechanisms.

In Nigeria, borderland management is an exclusive function of the Federal government as
requirement of national sovereignty that safeguards its territorial integrity and citizens (Federal
Constitution, 1999, as amended). The Federal government through the Ministry of Interior solely
maintains the nation’s internal security, territorial integrity of 923, 769 square kilometres
landmass. Strategically situated in West Africa on the Gulf of Guinea, Nigeria has 853-kms
coastlines and 4,047-kms of borderland. In the west, it shares borderland of 773 kms with Benin,
1,497 kms with Niger in the north, 87 kms with Chad in the northeast and 1,690 km with
Cameroon in the southeast along 21 landlocked states (Scott-Villiers, 2015). For decades,
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emphasis in Nigeria is placed on formal borderland governance structures activities of intra-
agency, inter-agency and international collaborations with little attention paid to the local
patterns of borderland management.

Accordingly, the persistent failures of borderland policies direction had compelled series of
trials. As observed by Otaru (2016) in one of such trails, the Federal government of Nigeria
established through an Act of the National Assembly, the Border Communities Development
Agency (BCDA) Act, 2003 (amended by 2006 Act). The agency is mandated (as a borderland
community development-oriented agency) to ensure the sustainable social, economic and
infrastructural development of all borderland communities as a panacea for sustainable
borderland management in Nigeria. Despite the existence of BCDA for over one-and-half
decade, its performance impact is still minimal, as evidenced by the increased outcry of both
borderland communities, members of the National Assembly and other concerned citizens alike.

Arising from the above, this paper draws its main thrust from the current research interests for
analysing the natures, dynamics and forms of patterns of managing borderland issues drawing
lessons from African context. The paper, therefore intends to conceptually examine the efficacy
of mainstreaming borderland communities as imperative for sustainable borderland policies and
governance structures in Nigeria. Structurally, the paper is divided into four sub-sections.
Section one is the introductory which captures problem in context, section two covers conceptual
and empirical issues and theoretical framework whilst section three deals with methodology and
discussion which provides basis for drawing major findings and the last section deals with policy
recommendations and concludes the paper.

2. Literature review

Conceptual and Empirical Issues

Although borderland as demarcating lines between states is as old as the human civilisation, it
however became more prominent with the emergence of the modern state in 1648. Hansen
(1984) describes borderland as sub-national geographical space that is well-defined, whose
economic and social life is directly and significantly affected by proximity to the international
borderland communities. However, contrary to Hansen’s definition, most borderlands in Africa
are not well-defined. Zartman (2010) remarks that, borderland runs across land but essentially
through people’s settlements. It therefore becomes imperative to always aliened borderland
communities in all aspects of borderland management. Goodhand (2014) conceives borderland
as institutions that can be made use of as fields of opportunities for inhabitants whose optimal
concern lies therein.

Borderland communities consist of the people who live in the area by inheritance and by birth as
custodians of the land. Traditionally, the land is communally owned and managed by them. They
are considered as first-line stakeholders with legitimate interest and direct stake that should not
be compromised in the overall management of their land. They consist of traditional, business,
opinion and religious leaders, local government and elected officials, professional associations,
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youth and women’s movements, economic interest groupings like traders, farmers, pastoralists,
hunters, fishermen, other locals (Bersin, 2012). They inhabit the borderland locality as area for
living, working and source of livelihood all their life. Most importantly, they are highly sensitive
to all borderland policies and activities of borderland governance structures. An attempt to alter
the existing pattern of borderland management directly affects their daily lives and developed
local patterns and informal “rules” of borderland management is considered very essential to
security, immigration; trade and intelligence requirements for open, but safe and secured
borderland management (Ahmed, 2016).

Mainstreaming entails the placement of borderland communities with specific authorities and
responsibilities in borderland sectoral planning, policy making and review process and
involvement in the operations of governance structures. Specifically, African Union Border
Programme (AUBP, 2017) conceives mainstreaming as granting borderland communities a
statutory pillar in the overall borderland policies and governance structures, especially in Africa
where communities recognised borderland as their natural habitat. Therefore, any borderland
management taken will be doomed to fail if not backed by these first line stakeholders. This also
concurs with Zartman (2010) opinion that borderlands are not simply ‘lines in the sand or
territorial demarcations’, but sites of human settlement whose interest in borderland management
remained sacrosanct.

Borderland governance reflects institutions premised on the principles and practices of modern
borderland management of delegate/plenipotentiary with borderland communities in enforcing
and discharging their duties (Deppisch, 2012). It is a process that involves several stakeholders
with interests in borderland management over time. Globally, effective manning of borderland is
achieved through borderland governance structures (Peter, 2016). Functionally, these have
affected the agencies’ ability to effectively man the 1,500 both legal and illegal borderland routes
into the country. For example, Ekpemede (2016) observes that only the 100 official routes are
manned, while about 1400 routes remained unmanned due to shortage of manpower.
Transforming the Nigerian borderland control agencies to borderland governance structures will
fortify the dearth of personnel and weak presence at the 1,400 unmanned routes.

Mainstreaming borderland communities took varied approaches globally. Therefore, a one-size-
fits-all strategy may be less likely successful. Rather, approaches that account for communities
and their peculiarities must be factored in mainstreaming borderland communities into
borderland management. Seda (2015) in her work “Border Governance in Mozambique”
reviewed how Ressano Garcia borderland communities and borderland control officials put up a
collaborative initiative that promoted a joint borderland management resolution mechanism. A
local leader in the Ressano Garcia community expresses the view that “we acted as advisory
councils in which we raised our opinions and influence decisions about borderland
management”. What this exemplifies is that Mozambique had explored better borderland
management initiatives between people whose daily lives resolves around the borderland and
government.
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Similar pattern of mainstreaming was also studied by Saibou (2007) among the Chad-Cameroon
borderland communities, tagged as “Borderland Modes of Policing”. These are forums of
borderland vigilantes organised by borderland security agencies on borderland management
related issues and core worries. Borderland security agencies agreed to collaborate specific with
vigilantes to secure the borderland area. Operationally, with an initial logistics support of 500
Cfa, the joint borderland vigilantes and security agencies patrol was able to controlled the cattle
rustling and other livestock related crises. This was equally replicated in Bissau-Guinean villages
of Bonco and Fajonquito, where many cattle rustlers and forest plunderers were tracked-down
and arrested.

Within the West African sub-region, the works of Anderson, O’Dowd and Wilson (2003);
Saibou and Cisse (2007), highlighted “How mainstreaming of traditional techniques of peace-
making and socio-cultural solidarities in the reinforcement of social bonds and integration of
Fulani Communities”. The Bobofing borderland communities on the Mali-Burkina Faso Sikasso
area, Gambia-Senegal borderland communities and that of Guinea Bissau borderland
communities had attained sustainable borderland management, respectively. The study
considered traditional nobilities, customary chiefs, religious authorities and other patriarchal
bodies as determinants to borderland management. Local councillors, civil societies and so on,
served as mediators and facilitators in the mainstreaming process. The resultant effects were
control on drug trafficking, illegal exploitation and trafficking of persons and forest products and
most importantly, fraudulent trades. As Senegalese Gendarmerie Commander puts it, it has
enhanced “cooperation on law and order, keeping trade and traffic control, criminality, and
judiciary coordination of some investigations, and most of the time we meet our ends”.

Nigeria’s neighbour Niger launched Borderland Community Engagement, a Border Management
Mechanism of the International Organisation for Migration (IOM, 2017) strategy funded by the
United States with USD 990,000. This supported the Government of Niger in developing the
collaborative capacities of national police and borderland security forces with borderland
communities of Diffa and Zinder situated near Niger’s southern border with Chad and Nigeria
respectively. Predominantly rural and extremely vulnerable to borderland insecurity due to
climate change and insurgencies, the strategy contributed immensely to better collaboration,
cooperation and coordination in response to borderland management crises between borderland
communities and borderland law enforcement agencies. In recent times, the government of Niger
sees these communities as key actors in borderland management, and believes that an efficient
coordination between all parties is essential for overall security, stability and peace in Niger.
“Security at the borderland is key in Niger. This strategy had reinforced the preparedness of key
actors and their coordination,” said Loprete, (2017), Chief of Mission of IOM Niger.

Theoretical Framework

This paper is underpinned by the Functionalist theory propounded by Jones (1967) as a reaction
to the failure of the structuralism (traditional) approach to borderland management.
Functionalism is premised on the fact all aspects of a society- institutions, roles, norms, etc serve
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a purpose and that all are indispensable for the long-term survival of the society. Functionalism
also postulates that all cultural or social phenomena have a positive function and that all are
indispensable. However, any process or set of conditions that does not contribute to the
maintenance or development of the system is said to be dysfunctional. In particular, there is a
focus on the conditions of stability, integration, management and effectiveness of the social
system. The relevance of this theory to the paper lies on its applicability to borderland
management practices as borderland communities still adopts their indigenous management
structures as indispensable for the survival of the communities. A scenario viewed by the
functionalists as continuity of a “culturally bounded borderland activities” a permanent non-State
system for coordinating their borderland management activities.

Putting functionalist theory into perspective indicates that a social system is assumed to have a
functional unity in which all parts of the system work together with some degree of internal
consistency where mutual inclusiveness is promoted. Jones (1967) maintains that, this approach
is principally concerned with what happens around the borderland itself and how this affects
borderland management. Reckoning with the sociological and anthropological antecedence of
the borderland community practices provides the institutional framework for mainstreaming the
informal but relevant indigenous activities into borderland management. The suitability of the
functionalist approach to this paper lies in the perspective that up-bottom approach had failed,
the ignored bottom-up, local functional practices are options that can be employed and resulted
to (mainstreamed) proving a more sustainable mechanism for borderland management.

3. Methodology

The nature of subject matter of this paper necessitates the use of secondary data where scholarly
expositions and official documents such as Federal Constitution of Nigeria, 1999 as amended;
Border Communities Development Agency Act, 2003; African Union Border Programme, 2017,
International Organisation for Migration, 2017; UN-World Bank Report, 2018; National Border
Management Strategy, 2019 are correlated, synthesized and presented in a logical sequence. This
enabled us to analyse descriptively, the contentious nature of borderland management system.

4. Result

Discussion

Chronicling of the Nigeria’s quest for sustainable borderland management depicts a three-stage
of borderland management cycle- the pre-colonial, the colonial and the post-colonial eras,
respectively. The pre-colonial stage had native borderland communities with local patterns
autonomy of managing their borderland. This indigenous borderland management consisted of
their intimate knowledge of the terrain and its geographical dispositions, farming, fishing,
trading including also criminal gangs’ routes and movements (Bersin, 2012). These facilitated
sustainable borderland management that guaranteed the famous trans-Sahara trade. However, as
Nugent (1996) explains, the effects of the Berlin Conference (1884/85) “Scramble for Africa”
distorted borderlands in Africa, generally. Borderland communities spliced apart ethnic and
social groups and the existing local patterns of autonomy altered significantly. The emerged
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borderland became manageable and source of crises between communities and borderland
control agencies which metamorphoses into an ideological war forming a motion of binary
distinctions of “here” and “there”, “us” and “them”, the “included” and the “excluded”.
Borderland communities as first-line stakeholders who should be included were excluded, while
those who should be excluded were included. A scenario that even after independence continued
by the rectification and adoption of the principle of respecting all borderland as carved by the
colonists, enshrined in the Resolution AHG/Res. 16 (1) of the OAU Charter of July 1964.

The report of Justice Aniagolu Tribunal of Inquiry into the 1980 Maitatsine violent riots that
erupted in Kano and some other parts of northern Nigeria was among the earlier attempts by the
federal government to take serious action on Maitatsine saga. The report attributed the uprising
to the seemingly unmanned and poorly secured expansive and extensive area of the nation’s
borderland. The tribunal recommended the creation of a Border Patrol Unit (BPU) in the Nigeria
Immigration Service (NIS), (a unit hitherto not existing) and be well-equipped and funded, to
ensure enhanced borderland security. The government issued a 'White Paper' that eventually
created the BPU in 1983; to man 4,047 km borderland (Ekpemede, 2016). Similarly, despite
waiting for twenty-three years to make a conscious attempt, the BPU have grossly
underperformed in manning the expansive and extensive nation’s borderland system.

As envisaged by Gerstein, Atler, Davenport, Grill, Kadlec and Young (2018), the policy
dilemma is that the Border Communities Development Agency (BCDA) does not practically
address the vacuum created by non-mainstreaming of borderland communities in borderland
management. Reviewing of BCDA 2006 Act, Part I, Section 1; the composition and
establishment of the 28-membergoverning board responsible for the general policy guidelines
and day-to-day administration of the Agency had no borderland communities’ representation.
From the Vice-President of the Federation, who heads the Agency as the Chairman down to six
members representing each of the six geo-political zones. Also, Part I, Section 3(d) titled the
Functions and Powers of the Agency, conspicuously buttressed the weak collaboration between
the Agency and borderland communities but emphatically encouraging stronger collaboration
with National Boundary Commission (NBC) (Olujimi, 2010).

In the same vein, the recent 2019 National Border Management Strategy and Action, which aims
at among others, enhancing national borderland security; ensures protection of citizens; further
boost NIS’ effectiveness and efficiency in the nation’s borderland management; address the
changing realities and new challenges of borderland policies and governance structures in
Nigeria. There exists no formal framework for mainstreaming borderland communities into
borderland management, despite the Reinforcing Social Harmony Clause Part 11, Sub-section

©F
NIS’ approach to border management will positively contribute to social
harmony by: Continually strengthening the credibility of NIS with contiguous
cross-border communities; deepening community contributions to managing
borders in their home areas; further engaging cross-border cooperation; and
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diminishing fears of migrants and backlash against them through highly
competent and transparent approaches to border management.

Though, the strategy was an outcome of wider consultations and deliberations of approximately
100 officials drawn from relevant ministries, departments, and agencies of government, non-state
actors, stakeholders and civil society organisations working on border management in Nigeria
(NIS, 2019). Majority of the participants were drawn from the public sector representing the
government, only a fraction represented the non-state actors, civil society organisations and
borderland communities. The lack of any formal framework to actualize the Reinforcing Social
Harmony Clause clearly buttresses the fact that borderland community’s presence and inputs
were not only grossly insignificant but also immaterial.

Besides, there have been increased agitations and criticism of government and its borderland
control agencies of hon-mainstreaming borderland communities in borderland management (UN,
2018). This is in addition to the already compounded dearth of basic social amenities,
infrastructures development, and lack of job opportunities for its teeming population by the
borderland communities. This is despite the federal government attempt at addressing these
agitations and criticisms by establishing through an Act of the National Assembly, the
Borderland Communities Development Agency (BCDA) Act, 2003 (as amended by BCDA Act,
2006). In the words of the then Executive Secretary Numoipte Wills, the Agency is mandated to
prepare and execute a comprehensive policy, projects, programmes of action for the
development of the borderland communities, coordinate and monitor the activities of all relevant
Ministries involved in implementations, among others. The Agency’s mission is to work with
State Border Commission’s representatives from Nigeria’s 21 borderland states. This
developmental perspective was hopefully seen to ease pressure on government and its borderland
control agencies as mentioned above (Otaru, 2016). Unfortunately, this effort remains passive
and not delivering the desired effect, as it has not curtailed or lessened the agitations and
criticisms of both developmental and non-mainstreaming perspectives.

Clearly, what is left for the 263 non-mainstreamed borderland communities, just like all other
communities in Nigeria is the Community Policing of the Nigeria Police (NP). Ojukwu (2006)
provides the initial insights on the concept of community policing as a cooperative framework
between the NP and communities which have assisted in the war against criminals in Nigeria. A
collaborative platform by the NP that recognised the traditional security institutions and the
involvement of opinion leaders to win the battle against crime and criminality; an approach
currently institutionalised by the National Assembly and assented to by the President in 2020.
However, the 263 Nigerian borderland communities are unique and different with other non-
borderland communities that have in place community policing.

In the views of Janczak (2013), borderland communities over time have developed nuances for
borderland management, that include responsibilities of each member relating to cross-border
trade and movements, smuggling and smuggling routes, trafficking in persons and illicit goods,
conflict resolution mechanisms, relationship between borderland communities and other entities
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especially borderland control agencies. Despite being non-mainstreamed, borderland
communities still continue to adopt their indigenous management in surmounting the disruptive
impact of both the colonial and post-colonial dilemmas of borderland policies and governance
structures (Adiwaju, 1984). A scenario viewed by the functionalists as continuity of a “culturally
bounded borderland activities” a permanent non-state system for coordinating their borderland
management activities (Olujimi, 2010).

Constitutionally, the borderland governance structures of Nigerian Immigration Service (a
frontline agency with roles in borderland management as pertains to the movement of persons
across the borderland); Nigeria Customs Service (NCS); Nigeria Police (NP Border Patrol);
Department of State Security (DSS); National Agency for the Prohibitions of Traffic in Person
and Other Related Matters (NAPTIP); National Drug Law Enforcement Agency (NDLEA);
National Agency on Food Drug Administration and Control (NAFDAC); National Boundary
Commission (NBC) and so on, are saddled with the sole responsibility of borderland
management in Nigeria (NIS, 2019). Inter alia, these agencies are to ensure the full
implementation of all borderland management policies, regardless of the substance and quality of
the policies in question. However, these institutions cannot go beyond their enabling policy
hence, these institutions are underpinned by the non-mainstreaming (traditional) of borderland
communities’ policies.

Besides been relics of colonial institutions, constitutionally; these instructions operate strictly
with no realm of limping decentralisation reflecting the non-mainstreaming posture of the
Exclusive List. This however, does not constitute the ideal global borderland governance
structures which refer to the whole system of discharging functions within the framework of
institutional culture of collaborating with civil societies and other non-state actors (Peter, 2016).
This, as set out in the AU Constitutive Act (Articles 3-4) incorporates sets of shared values that
stipulate the principles of democratic governance, democratic culture and popular participation,
transcending mere management of the borderland to include rights and participations of
borderland communities.

Findings

Based on discussions drawn mainly from secondary data, this paper found that, the dilemma with
Nigeria’s borderland policies had its root in the ratification of the principle of respecting all
borderlands as carved by the colonists enshrined in the Resolution AHG/Res. 16(1) of the OAU
Charter of July 1964. Till date, the Border Communities Development Agency (BCDA) did not
practically address the vacuum created by non-mainstreaming of borderland communities in
borderland management system in the country. The effect of this is the distortion of the historic
borderland communities’ internal autonomy and local patterns of managing their borderland,
escalating the rate of disintegration and perpetual instability in the management of borderland
communities.
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5. Conclusion and Recommendations

Based on the discussions and empirical evidences highlighted in the paper, we submit that a one-
size-fits-all strategy of mainstreaming borderland communities may be less likely successful.
Rather, approaches that account for the communities and their peculiarities must be factored in
mainstreaming borderland communities into borderland management. However, a critical review
of borderland management in Nigeria catalyses the imperative of mainstreaming borderland
communities and the need for reshaping borderland policies and governance structures for
attaining sustainable borderland management in the country.

Principally, the policy direction should recognise the 263 borderland communities as the most
important stakeholder towards a more sustainable, secure and safe borderland management. This
could make borderland management more cooperative, collaborative and enduring. Also, an
appropriate institutional framework for mainstreaming borderland communities should focus on
borderland governance structures that will implement the policy. Fundamentally, mainstreaming
borderland communities will also require amending the constitutional provisions on borderland
management by the National Assembly and for it to succeed, the National Assembly must
establish the normative, institutional, operational, collaborative, financial, and control
frameworks for mainstreaming borderland communities. The normative framework should
incorporate all the broad-base issues for mainstreaming borderland communities in the vision,
strategic goals and defining action plans as similarly captured in the Community Policing
framework.

More importantly, the active leadership of the main agencies responsible for borderland
management should intensify efforts to harmonise their operations with that of mainstreamed
borderland communities. The agencies should conduct the necessary analyses and review of
borderland issues in ensuring that the vision and priorities are well-defined at the policy
initiation level; effectively planned, implemented and monitored to ensure strict compliance.

Limitations of the Findings and Guides for Future Study

Although the findings of the paper appear more generic than specific, comparative studies should
be undertaken by future researches to demystify the imperatives for mainstreaming the
borderland communities and identify how other African countries achieved sustainable
borderland management. Such comparative studies should exemplify how borderland
communities’ power brokers such as political, administrative, opinion, traditional, religious,
business, and the vigilante groups are involved in formulating, implementing and evaluating the
entire policy, programme and projects cycle of borderland management.
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Abstract

This study investigated the effect of organisational commitment dimensions on job
satisfaction of academic staff of Kaduna State tertiary education institutions. Out of four
hundred and six copies (406) of questionnaire administered, three hundred and forty eight
(348) were analysed. The hypotheses were tested using Structural Equation Modeling
(SEM), with results indicating that both affective commitment and normative commitment
have significant effect on job satisfaction; but continuance commitment failed to have
significant effect on job satisfaction of academic staff. The variance in job satisfaction was
all accounted for by affective commitment, continuous commitment and normative
commitment, with the effect size of affective commitment on job satisfaction more than
continuance commitment and normative commitment. Finally, recommendations were
made based on the findings of the study to channel efforts at improving academic staff
commitment. Also, the study provided suggestion for future studies.

Keywords: Organisational commitment, affective commitment, continuance commitment,
normative commitment, job satisfaction, and pay satisfaction

1. Introduction

The overall performance of tertiary institutions depends upon the academic staff and
ultimately their level of job satisfaction. Thus, job satisfaction has been described as an
important construct to study in the context of tertiary education institutions, because
educational institutions need to attract, retain and maintain competent and satisfied
academic staff (Khalid, Irshad & Mahmood, 2012; Osakwe, 2014; Amarasena, Ajward &
Haque, 2015). Studies (like Singh & Loncar, 2010; Zaman, Mahmud & Jahan, 2014;
Mehrad, Hamsan, Redzuan & Abdullah, 2015; A’yuninnisa & Saptoto, 2015; Yousef,
2017) have described the pay facet of one’s job as the main determinant of job satisfaction,
because pay serves as the means to meet basic necessities of employees, which is crucial
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for one’s well-being and sufficient to influence one’s behavior. Pay is defined as “the
amount of financial remuneration that is received and the degree to which this is viewed as
equitable vis-a-vis that of others in the organisation or similar job (Khan, Khan, Nawaz &
Khan, 2009).” Satisfaction with pay occurs when the income of employees enables them to
have luxuries or at least cover normal expenses and when they perceive that their income is
fair (Balzer, Kihm, Smith, Irwin, Bachiochi, Robie, Sinar & Parra, 2000).

According to Mawoli and Babandako (2011), Ameen, Olowoselu and Dauda (2017) and
Beji (2018), pay is the most dissatisfied facet among academic staff in Nigeria, because the
gap between the amount expected and the actual amount received is large; pay is not paid
as and when due; and some State Governments are yet to consider the implementation of
the Consolidated Polytechnics and Colleges of Education Academic Salary Structure
[CONPCASS]. Despite all these irregularities, state owned tertiary education institutions
do not often take into consideration the satisfaction of their employees (Azeez, Jayeoba &
Adeoye, 2016). Thus, this kind of experience leads to job dissatisfaction, resulting into
unfavourable outcomes such as high turnover, reduced teaching effectiveness, industrial
actions (strikes), absence from work and diverted time and effort to obtaining other sources
of income including corruption and secondary employment in other jobs. Also, staff may
have deliberately reduced their performance or felt that less satisfied job justified poor
performance. As a result, public service delivery has suffered significantly (Malik, Nawab,
Naeem, & Danish, 2010; Osakwe, 2014). Fapohunda (n. d) concurs that about 80% of
industrial actions by academic staff experienced in Nigeria are attributed to pay
dissatisfaction. Umaru and Ombugus (2017) conclude that it is only when lecturers are
meeting their basic needs in life such as food, clothing and healthcare by means of
equitable pay in terms of its adequacy and regularity, they perform optimally in workplace.
Therefore, this study conceptualises pay satisfaction as job satisfaction.

Though, pay cannot be improved by individual institutions even if it appears to be the most
dissatisfied facet since it involves government policy (Unutmaz, 2014), but understanding
the antecedents of pay satisfaction is a way of influencing academic staff’s level of job
satisfaction (Williams, McDaniel & Nguyen, 2006). Khan, Nawaz and Khan (2013) posit
that the organisational commitment of academicians is critical with the globalisation of
education. Since organisational commitment has become one of the most popular subjects
of management studies in the last decade, therefore remains a principal factor influencing
the growth and survival of any organisation. Inanc and Ozdilek (2015) concur that in order
to boost the satisfaction of the academic staff, tertiary education institutions should try to
increase the organisational commitment level of academicians. Organisational commitment
is viewed as the connection an employee has with his organisation, to the extent that he/she
works, and can identify with the values of the organisation (Ball & Cohen, 1996).

Meyer and Allen (1991) reveal three dimensions of commitment namely affective
commitment, continuance commitment and normative commitment. Affective commitment
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referred to the desire-based dimension because employees want to stay or feel is the right
thing to do, which originates from employees’ emotional attachment to their organisation,
and might turn down offers even if they seem more attractive financially based on
emotional attachment (Dikko, Mutalib & Ghazali, 2017). Continuance commitment is the
cost-based dimension which stems from financial concerns of employees, because of fear
of losing the benefits employee is acquiring from the job (Tekin, Kayacan & Bektas, 2014).
Normative commitment referred to obligation-based dimension because employees feel
they ought to (Meyer & Allen, 2004), especially where organisation may have invested
resources in training an employee who then feels an obligation to put more efforts on the
job and stay with the organisation to repay the debt.

Empirical evidence has shown that organisational commitment and job satisfaction are
more imperative to study in tertiary institution (Malik et al., 2010; Amarasena et al., 2015),
because it shows that teachers who are committed to the organisation are likely to be eager
to contribute to the organisation’s goals and are more likely than others to extend their
efforts beyond their required task performance to further the effectiveness of the
organisation, even if they do not expect to be directly rewarded for this behavior (Kehoe &
Wright, 2013). Both organisational commitment and job satisfaction level of workers are
essential factors related with the overall success of the organisations. Though, various
studies were conducted on organisational commitment and job satisfaction, yet very few
studies have been conducted regarding the relationships between organisational
commitment dimensions and job satisfaction of academic staff in developing countries
(Inanc & Ozdelik, 2015; Mabasa, Mabasa & Netshidzivhani, 2016); also relevant literature
reviewed shows that public sector employees’ commitment and job satisfaction is under-
researched area particularly the state owned tertiary education institutions in Nigeria (Saliu,
Gbadeyan, & Olujide, 2015), yet no study of this nature has been conducted among
academic staff of Kaduna State tertiary education institutions. In view of this backdrop,
thus, the present study investigated the effect of organisational commitment dimensions on
job (pay) satisfaction of academic staff of Kaduna Sate tertiary education institutions. After
the introduction, this study is organised into review of related literature, methodology,
results, discussions, and conclusion and recommendations.

2. Literature Review

Affective Commitment and Job Satisfaction

Studies (Adekola, 2012; Inanc & Ozdilek, 2015) have reported that higher level of
commitment among employees will definitely generate higher level of job satisfaction
among employees. With this, there exist a significant positive linear relationship between
job satisfaction and organisational commitment. The existing relationship between the two
variables was as a result of the presence of affective commitment scores in total
organisational commitment. In other words, the more an employee feels emotional attached
to his organisation, the more he will be satisfied with his job. The relationship between the
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two variables is not significant when the contribution of affective commitment was taken
out. Saliu et al. (2015) supported that a positive relationship exists between organisational
commitment and job satisfaction but affective commitment has little or no significant
relationship with job satisfaction. Similarly, Braje and Samardija (n. d) did not confirm the
relationship between pay satisfaction and affective commitment. However, Omoankhanlen,
Oloda and Ajienka (2014) and Malik and Narang (2015) revealed a significant positive
relationship between pay satisfaction and affective commitment.

Continuance Commitment and Job Satisfaction

Gangai and Agrawal (2015) observed a significant correlation between continuance
commitment and job satisfaction with r = - 0.291, even though it shows a negative
correlation. Similarly, Inanc and Ozdilek (2015) discovered that continuance commitment
has a negative impact on job satisfaction. Meaning, the more an academician feels
continuance commitment to the organisation, the less satisfied he/she will be towards the
job. This was linked to lack of alternatives, especially where cost of leaving the current
organisation (forfeiting nontransferable investments) is high (Khan, Naseem & Masood,
2016; Yousef, 2017). The nontransferable investments include pay and benefits, and were
found to be positively and significantly correlated with continuance commitment (Braje &
Samardija, n. d; Omoankhanlen et al., 2014; Saliu et al., 2015; Mabasa et al., 2016). In
other words, employee satisfaction with pay is likely to affect employees’ desire to remain
with the organisation due to costs that the employee associates with leaving the
organisation. Conversely, Malik and Singh (2016) and Khan et al. (2016) reported a no
significant relationship between continuance commitment and job satisfaction.

Normative Commitment and Job Satisfaction

Vandenberghe and Tremblay (2008) discovered in their studies that employees’ sense of
indebtedness and appreciation lead to job satisfaction because employees feel they have
received a fair amount of resources from the organisation. According to Braje and
Samardija (n. d) and Omoankhanlen et al. (2014) a significant positive relationship exists
between pay satisfaction and normative commitment of employee while Gangai and
Agrawal (2015) reported a significant negative correlation between normative commitment
and job satisfaction. However, Inanc and Ozdilek (2015) and Mabasa et al. (2016) reveal
that normative commitment correlates with job satisfaction in a positive way, although not
statistically significant.

Theoretical Framework

The study adopted the tenet of social exchange theory by Blau (1964), after establishing
possible relationships between affective commitment, continuance commitment and
normative commitment as the independent variables and job (pay) satisfaction as the
dependent variable. The theory states that as one party receives something of value from
another, the receiving party feels obligated to return something of value in exchange; if an
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individual wants to continue receiving benefits, that person must give something of value
in return. Therefore, the framework below was employed to guide the study

Affective
Commitment

Continuance
Commitment

Job Satisfaction

Normative
Commitment

Figurel: Study Framework

3. Methodology

This study employed survey research design and the population was academic staff in the
four (4) tertiary education institutions other than university owned by Kaduna State
Government, being the centre of learning and the only state where its academic staff are
still enjoying 80% of the old Consolidated Tertiary Institutions Salary Scale (CONTISS).
Given a total population of 1,414academic staff in Kaduna State owned tertiary education
institutions notably Kaduna State College of Education, Gidan Waya (KSCOE); Nuhu
Bamalli Polytechnic, Zaria (NBP); Shehu Idris College of Health Sciences and
Technology, Makarfi (COHST); and Kaduna State College of Nursing and Midwifery,
Kaduna (KSCONM); 312 formed the sample size using Yaro-Yamen’s formula with 5%
level of significance.

Thereafter, the sample size was increased by 30% [312 + (312 * 0.30) = 406] to be sure
that proportional selection of elements was large enough to account for the total size of
elements in each stratum as recommended by Israel (1992), Bartlett, Kotrlik and Higgins
(2001) and Salkind (2012). Only 359 questionnaires were finally analysed after data
screening. The questionnaire consisted of five sections, with section consisting
demographic information. Section two, three and four were based on the revised version of
the organisational commitment questionnaire by Meyer, Allen and Smith (1993) as
described in Meyer and Allen (2004).Finally, section five consists of pay satisfaction by
Balzer et al. (2000). Section two to five were measured on a 5-point Likert scale ranging
from 1 = strongly disagree to 5 = strongly agree. For this study, the Structural Equation
Modeling (SEM) was employed for descriptive statistics and hypotheses testing.
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4, Results

Descriptive Statistics

The study recorded high level of affective commitment (M=3.76, SD= 0.58), high level of
continuance commitment (M=3.54, SD= 0.63), high level of normative commitment
(M=3.65, SD= 0.60), and fairly satisfied with pay (M=3.03, SD= 0.82), because it recorded
the lowest mean. This implies that academic staff of Kaduna State tertiary education
institutions are committed in their various institutions, even though they are fairly satisfied
with pay.

Test of Hypotheses
Table 1below, presented the results of the path coefficient for direct effect.

Table 1: Path Coefficient for Direct Effect

Hypotheses Relationship Beta Value Stderror T Stat p-value Decision

H, ACOM => JSAT 0.374 0.116  3.105 0.029** Rejected
H, CCOM => JSAT 0.189 0124 1465 0.122  Accepted
Hs NCOM => JSAT 0.273 0112  2.437 0.036** Rejected
R? 0.317

Note: ***p<0.01, **p<0.05, *p<0.1

From table 1, it can be seen that affective commitment has a significant positive
relationship with job satisfaction. Going by the reviewed literature, the study provides
empirical evidence that affective commitment has significant relationship with job
satisfaction (Adekola, 2012; Inanc & Ozdilek, 2015; Omoankhanlen et al., 2014; Malik &
Narang, 2015); and thus the findings of the present study supported the existence of
significant effect of affective commitment on job satisfaction. Therefore, the first
hypothesis (H;) that states that affective commitment has no significant effect on job
satisfaction of academic staff of Kaduna State tertiary education institutions is rejected.

The findings revealed that, there is no any direct effect of continuance commitment on job
satisfaction, even though the relationship was positive, it was found not to be significant.
Thus, this contradicted earlier findings (e.g., Braje & Samardija, n. d; Omoankhanlen et al.,
2014; Saliu et al., 2015; Mabasa et al., 2016) that employees are continually committed by
associating their payment and benefits with the work they have done. This indicates that
most academic staff are not only on the job due to high costs of leaving their institutions
but other factors, hence the reason for no significant relationship between continuance
commitment and job satisfaction. Therefore, hypothesis two (H,) that states continuance
commitment has no significant effect on job satisfaction of academic staff of Kaduna State
tertiary education institutions is supported.

The result also showed that normative commitment has a significant positive relationship
with job satisfaction and this implies that a unit change in normative commitment level will
lead to change in job satisfaction. Thus, consistent with general expectations, the findings
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also supported previous empirical results that normative commitment significantly relates
with job satisfaction (Vandenberghe & Tremblay, 2008; Braje & Samardija, n. d.;
Omoankhanlen et al., 2014). This implies that an increase in normative commitment
facilitates job satisfaction of academic staff. Thus, the third hypothesis which states that
normative commitment has no significant effect on job satisfaction of academic staff of
Kaduna State tertiary education institutions is rejected.

Finally, table 1 reported the R square value at 0.317 which means that 31.7% variance in
job satisfaction is accounted for by affective commitment, continuous commitment and
normative commitment. Hence, the result indicates the existence of relationship between
the independent variables and the dependent variable. With this, the study validates the
submission of previous research that organisational commitment is one of the antecedents
of job satisfaction.

5. Conclusion and Recommendation

In conclusion, as tertiary education institutions give more preference to human oriented
objectives like capacity development, the more academics feel compelled for affective and
normative reasons to remain in their organisation. As a result, most academics become
satisfied with their job. This explained the positive relationships found between affective
commitment and job satisfaction, and normative commitment and job satisfaction in this
study. Lastly, in order to maintain competent and satisfied academic staff, it is
recommended that Kaduna State Government and management of the tertiary education
institutions should channel efforts at improving organisational objectives and programmes
to be more of people-oriented, thereby inducing affective and normative commitment and
reducing job dissatisfaction of academic staff. Furthermore, future studies should introduce
human resource management practices (HRMPs) as moderator on the relationship between
organisational commitment dimensions and job satisfaction for further theoretical
contributions.
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Abstract

The study ascertained the effect of firm financial determinants of stock return of listed
health care firms in Nigeria from 2010-2019. The study adopts ordinary least square for
the analysis and the result shows that earnings per share and market value has positive but
insignificant effect on stock return of health care firms in Nigeria, asset growth has
negative insignificant effect on stock return while return on equity has positive significant
effect on stock return of health care firms in Nigeria. This signifies that increase in return
on equity will increase stock return. This could be as a result of more investment by
potential investors. From the findings, the study concludes that financial indicators had
significantly affected stock return of health care firms as evident from the overall model of
the study. The study therefore recommends that investors should consider return on equity
and other relevant ratios of the companies and movement in these ratios in selecting a
resilient portfolio to invest. Also, the management of health care firms should strive to
improve the financial performance in order to maximize the returns of their firms.

Keywords: Financial Determinant, Stock Return

1. Introduction

Corporate organisations exist for the sole reason of creating value to stakeholders,
especially shareholders. For this reason, firms that are able to create value are rewarded by
the market through generation of profit and operating cash flow that finally accrues to
shareholder (Stewart, 2004). Pandey (2005) argued that profit making is among the major
objectives of a firm. Thus, shareholder’s wealth is mainly influenced by growth in sales,
improvement in share price and profit margin, capital investment decisions and capital
structure decisions.

Expectations of investors in making investment are to acquire investment return
commensurate with the specific risks that have been taken into account. Financial
indicators of a firm measures how successful the firm is and how it will be utilised as a
benchmark for the investors to invest their funds. High performance contributes to an
increase in the stock market price since investors will respond positively to such signs.
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Stock price represents the value of the firm and therefore, an increase in stock market price
will indicate an increase in a firm’s value (Sudiyatno, Puspitasari & Kartika, 2012).

An efficient capital market is characterised by one in which security prices adjust rapidly to
the arrival of new information. Therefore, the current prices of securities reflect all
information about the security. Championed by Fama (1970), the semi strong form of
efficient market hypothesis states that stock prices must contain all relevant information
including publicly available information. This has important implications for policy-
makers and the stock-broking industry alike. According to Horrigan (1995), the most
significant source that can give discernibility to investors about the company is the
financial statement and the ratios that play a significant role in the market over five years or
more. Today the prediction of stock returns has been very important from the investor’s
point of view.

Because investors’ goal in the stock investment is to get return, then the investor or
prospective investor needs to select the stock to be bought by considering the risk and
return factor. To estimate the potential return, the investors make fundamental stock
analysis and technical stock analysis. The financial statements are intended to provide their
users with relevant information about the entity which is being reported. Such information
should be useful to existing and potential investors, creditors and other stakeholders when
making a decision regarding the provision of funds (Accounting Pronouncements
Committee, 2012). Generally speaking, this decision is based on the premise that financial
information is used to estimate profits, cash flows and stock returns. Thus, it is implicitly
assumed that accounting assists the projections of future events and evaluations regarding
the firm’s risk, performance and value (Lewellen, 2010).

Theoretically, it is reasonable to expect good financial performance to affect equity
securities market pricing and yields (premium returns). This is because shareholder wealth
is maximised through the enhancement of the share prices of the companies targeted by the
investors (Opiyo, Ngugi & Rasowo, 2014). Studies have explored links between firm
characteristics and stock returns, for example, the capital asset pricing model of Sharpe
(1964) explains stock returns as a function of stocks systematic risk using the beta
coefficient. Some firm characteristics have been shown to have a strong ability to explain
and forecast stock returns. Fama and French (1992) Size and Market-to-Book have been
found to be important measures in explaining cross sectional stock returns. Banz (1981)
provides empirical evidence to show that on average, small-size firms yield higher stock
returns than large-size firms.

Most of the studies are more concerned about policy making; that is why they concentrated
more on the macroeconomic variables determinants of stock return. However, increase in
firm specific financial variables tends to show performance of the companies most
especially increase in the share prices which have a serious effect on the investment
decision by potential investors. Other literatures were unable to capture the specific
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variables that this study used, which are EPS, Asset growth, Return on equity and Market
value. These studies among others are Narayan and Reddy (2018), Obala and Olweny
(2018), Ngunjiri (2016), Issah and Ngmenipuo (2015), Wijesundera, Weerasinghe,
Krishna, Gunawardena and Peiris (2015), Nurah and Ghassan (2016), Taani and
Banykhaled (2011), and Dadrasmoghadam and Akbari (2015). It is based on this that the
study examined effect of firm financial determinants and stock return. Based on the
objective of the study, the hypotheses centered on earnings per share, asset growth, return
on equity and market value has no significant effect on share returns of listed Health care
firms in Nigeria.

The remaining part of the study is structured thus: section two covers the literature review;
section three covers the methodology used in the study while result and discussion was
carried out in section four and section five gives the conclusion and recommendations.

2. Literature Review

Firm Financial Determinants

A ratio expresses a mathematical relationship between two quantities (Babalola & Abiola,
2013). Financial ratios are used to compare various figures from financial statements in
order to gain information about company’s overall performance. Ratio analysis is defined
as systematic use of ratios to interpret the financial statements so that the strengths and
weaknesses of a firm as well as its historical performance and current financial position can
be determined (Sahu & Charan, 2013). Information required for ratio analysis is derived
from financial statements and some ratios often link accounts from different financial
statements such as balance sheet and income statement. Financial ratios can be interpreted
as hints, indicators or red flags concerning notable associations between variables used to
assess the company’s performance. Shareholder value creation ultimately requires positive
results in all these areas which will bring about favorable cash flow patterns exceeding the
company’s cost of capital (Helfert, 2001).

Financial ratio analysis can be used in two different but equally useful ways. It can be used
to explore current state of the company in comparison to its past performance, in other
words, it tracks financial performance over time. Comparing current performance to past
performance is very useful as it enables a market participant to identify issues that need
fixing. Moreover, a manager can discover potential problems that can be avoided. By
making trend-analysis which compares a specific ratio over years, it is possible to evaluate
how a company is performing over time and whether it has improved its financial health or
not. In trend-analysis a ratio serves as a red flag for worrying problems or a benchmark for
performance measurement. Firm performance can also be measured by making
comparative analysis. A ratio can be compared with industry average to find out whether a
firm is lagging in performance or doing well. Financial ratio analysis can be used both by
internal and external parties. External users can be creditors, security analysts, potential
investors, competitors and others. Internal users such as managers use ratio analysis to
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monitor company’s performance and to assess its strengths and weaknesses (Kharatyan,
Nunes & Lopes, i2015).

Stock Return

Stock return is the return of the results obtained from an investment. Stock return is divided
into return realization and expected return. Return realization is a return that has occurred
and is calculated based on historical data. Return realization is important because it is used
as one measure of performance of the company. Historical returns are also useful as a basis
for determining the expected return in the future. Return expectations of a return can be
expected in the future investors (Jogianto, 2000). Unlike the return realization that nature
has occurred, its expected return has not occurred. Stock return can be obtained from the
form of dividends and capital gain/loss. Capital gain/loss is the difference more or less than
stocks. Dividends are used to measure the performance of stocks based on dividend
distribution, the greater the dividend the stock more attractive to investors (Shabib-ul-
hasan, Farooq & Muddassir, 2015). The higher the stock price indicates that the stock is
more attractive to investors because the higher the stock price will result in a greater capital
gain. Return realization used in this study is the capital gain/loss is often also called the
actual return. According to Jogianto (2000), the magnitude accrual can return to the
formula as follows:

Rit = (Pe=Pi) 1 X 100% .o 1
Py

Riti= The level of profit share i in period t;

P it = The closing price of stock i in iperiod it (period closing/last);

P..= The closing price of stock i in the previous period.

Price-level indicates the level of current market price relative to various accounting
numbers. These measures indicate whether a stock is selling cheap or dear. Factors
representing cheapness in price include contemporary market price relative to earnings per
share, cash flow-per-share, dividends-per-share, book value-per-share, and sales-per share
(Osisanwo & Atanda, 2012). Price level also encompass price history (past share prices) as
there are intermediate term inertia patterns in stock returns, with stocks that have done well
(poorly) in the previous six to 12 months having good (poor) future prospects (Haugen &
Baker, 1996).

Firm Financial Determinants and Stock Return

Narayan and Reddy (2018) examined the impact of traditional (ROA, ROE, ROIC) and
modern performance measures (EVA) on stock returns and investigate if there exists any
relationship between the said variables in this dynamic world. The data consist of 408
companies listed in the Nifty 500 Index for the period 2002 to 2017 and further sorted to 18
sectors in India. The data relating to EVA, ROA, ROE, ROIC was obtained from
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Bloomberg Terminal and stock prices for the companies were extracted from CMIE
Prowess database. The study implemented Panel Data Analysis (REM and FEM Model)
and Correlation Analysis to get the results. The results indicated a low negative
relationship of EVA, ROA, ROE and ROIC with Stock Returns, with the evidence of
significant relationship only in case of ROE. REM suggested that the impact of modern
performance measures have been more on Stock Returns than traditional measures.

Obala and Olweny (2018) determined the relationship between financial performance and
stock returns. Data was obtained from 10 listed banks in the Nairobi Securities Exchange
for the period between the year 2011 and 2015. Parameters investigated against stock
returns include profitability (ROA), leverage (Debt to Equity Ratio), liquidity (Current
Ratio) and firm’s growth (Asset growth ratio). The multiple Regression analysis
demonstrated that Profitability (ROA), Liquidity (Current ratio) and Firm’s Growth (Asset
growth ratio) hold a moderate but positive influence on stock returns. However, the
relationship between Leverage (Debt to equity ratio) and stock returns was found to be
negative and insignificant.

Ngunjiri (2016) examined the relationship between financial performance and stock returns
for 67 firms listed at the Nairobi Securities Exchange (NSE) from 2011 to 2015. The study
used a descriptive research design and the study employed Ordinary Least Square (OLS)
Regression method to estimate the market model parameters (to be used in determining
residual effect). The study also adopted multivariate correlation analysis to establish the
correlation between financial performance and stock return. The correlation results found a
significant positive correlation between financial performance, share price levels and stock
returns but found an insignificant positive correlation between dividend payout ratio and
stock returns of the listed firms. The results of the regression coefficients found an
insignificant positive relationship between financial performance, share price levels and
dividend payout (DPR) and stock returns of firms listed at the NSE. The study concluded
that there is a direct relationship between financial performance and stock returns hence an
increase in financial performance of the listed firms increases stock returns of firms listed
at the NSE. The study also concluded that shares prices and dividend payout have a direct
impact on stock returns hence an increase in shares prices and dividend payout increases
stock returns of listed firms.

Issah (2015) conducted a study on the relationship between profitability ratios and market
share prices of publicly traded banking financial institutions in Ghana for the period 2009
to 2013. He concluded that ROA, ROE and ROI have significant linear relationship with
market share price with ROE contributing more than ROA.

Wijesundera, Weerasinghe, Krishna, Gunawardena and Peiris (2015) assessed correlation
between financial ratios and the predictability of stock returns for companies listed on the
Colombo Stock Exchange. The study applies ordinary least squares (OLS) techniques to
estimate the predictive regressions in form of simple and multiple models of panel data
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sets. For the current study, 60 listed companies were selected and 10 years of data has been
analysed from 2004 to 2013. The results highlighted that ROE, EPS and MV/BV have a
significant positive relationship with the stock return which is followed by a simple
equation to predict the future stock returns.

Nurah and Ghassan (2016) examined the relationship between financial indicators such as
profitability and leverage measures and stock return in Amman Stock Exchange, Jordan.
The results showed that (GPM), (ROA), (ROE), and (EPS) affect stock return significantly
while NPM and leverage measures (DR, DER and ICR) do not have a significant
relationship with stock return.

Anwaar (2016) conducted a study to determine the effect of firm performance on stock
returns, evidence from the firms listed on FTSE-100 Index, London Stock Exchange over
the period 2005 to i2014. According to the results, net profit margin and return on assets
have significant positive effect on stock returns while earnings per share has significant
negative effect on stock returns.

Taani and Banykhaled (2011) discovered that there is a positive and significant relationship
in between market value, debt ratio, operating cash flows and return on equity with
earnings per share following a study on the effect of ratios, firm size and cash flow from
operating activities on EPS. However, a relationship between firm size and EPS was not
observed.

Dadrasmoghadam and Akbari (2015) examined the relationship between financial ratios
and stock prices in the food groups, sugar, agricultural machinery and equipment and
related services to companies listed on the Stock Exchange from 1999 to i2009. Financial
variables including liquidity ratios (current ratio), the activity of (asset turnover), the
profitability (rate of return on assets and return on equity), financial leverage (debt) and
equity prices is agriculture-related industries. The results of the financial ratio, stock prices
depend on Agriculture indicates that the debt ratio, current ratio and return on assets ratio
have a significant effect on stock prices. On the other hand, the profitability ratio (rate of
return on equity) positively and significantly related to stock exchange agriculture of
industry. Finally, the significant negative relationship with stock market activity in the
stock industries of agriculture.

Shabib-ul-hasan, Faroog and Muddassir (2015) examined which financial variable explains
stock returns better than the others. In the study, four financial variables debt to equity,
book to market value of equity, firm size and sale to price are used. The study includes 26
companies from pharmaceutical and chemical sector in Pakistan and listed on the Karachi
Stock Exchange. The regression technique is used to see the relationship between stock
returns and financial variables. The study found that the best indicator for stock returns in
Pakistani stock market is book to market value of equity for the studied period 2000-2009.
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Kharatyan, Nunes and Lopes (2015) investigated factors that affect return on equity of a
sample of 90 non-financial companies of NASDAQ-100 index. The ordinary least squares
method was used for the analysis. The extended DuPont model’s components are
considered as the primary factors affecting ROE. In addition, other ratios/indicators such as
price to earnings, price to book and current are also incorporated. Consequently, the study
uses eight ratios/indicators that are believed to have impact on ROE. According to the
findings, the most relevant ratios that determine ROE are tax burden, interest burden,
operating margin, asset turnover and financial leverage.

Takamatsu and Favero (2019) evaluate the influence of the informational environment on
the relevance of accounting information on stock return from 2004 to 2013. The sample
consisted of publicly traded companies from 20 countries classified as emerging by
Standard & Poors. It was observed that the financial variable has influence on stock return,
except for the price-to-book variable and the asset change variable. The inclusion of
variables related to the accounting informational environment offered evidence that the
more-opaque the accounting environment in the country, the lesser the ability of the profits
to portray the variations of stock returns. The variable that captured the adoption of
international standards was consistent with expectations, i.e. the adoption of international
standards would increase the quality of accounting information, showing a positive signal.
Moreover, the variable aggressiveness of the earnings was statistically significant and
negative, consistent with the literature.

3. Methodology

The study adopts ex-post facto research design which shows the effect of financial
determinants on stock return from 2010-2019. Secondary data were used and specifically,
data were sourced from the health care annual report. They comprised Fidson Healthcare
Plc; Glaxo Smithkline Consumer Nig. Plc.; May & Baker Nigeria Plc.; Morison Industries
Plc.; Neimeth International Pharmaceuticals Plc.; Pharma-Deko Plc.; Union Diagnostic &
Clinical Services Plc., and, Ekocorp Plc. The study conducted pre and post estimation test
of descriptive statistics, correlation matrix, variance inflation factor which aid the study to
assess the multicollinearity between the independent variables. The study used panel
multiple regression and ordinary least square was used for the analysis. The linear
regression equation for the study is specified as:

SRit =a+ ﬁlEPSit + BZAGit + B3R0Eit + B4M‘/it + it e e 2

Where: SR = Stock Return; EPS = Earnings per share; AG = Asset growth; ROE = Return
on equity; MV = Market value; ¢ = time frame; a = Constant Term; f;- f4— Beta
Coefficient; u = error term
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Variables Measurement
Table 1: Variable measurement

Variable Name Symbol  Description

Stock Return SR A price of a single share of a company’s stock at
year end

Earnings per share EPS Net Income After Tax/Total Outstanding Shares;
Or annual eps

Asset growth AG Annual percentage change in total assets

Return on Equity ROE Net Income / Shareholders' equity

Market Value MV Market Value of equity — Book value of equity

4. Result

Table 2: Descriptive Statistics

Variable Observation Mean Std. Dev. Minimum Maximum

st 80 7.0411 12.4784 0.17 68

Eps 80 17.1507 27.9420 0.05 199

Ag 80 3.2500 1.6600 -59093 1.0600

Roe 80 0.5543 1.4605 0.0050 9.5857

Mv 80 1.4900 2.7100 3386447 9.8700

Source: Generated from Company’s annual report, 2020

From the summary of the variables used in the study, stock return has a maximum return in
the market of 68.00000 and 0.17as the minimum return within the period of this study. The
mean of stock return of health care firms in Nigeria is 7.041125 while the standard
deviation as a deviation from the mean is 12.47848. In like manner, the maximum yield
attributable to earnings of the shareholders of health care firms in Nigeria is 19.90000
while it has a lowest increase by 0.050000. The mean is 1.715075 while the deviation from
the mean is 27.94202.

The asset growth of the company has increased over the ten years period with a maximum
and minimum value of 1.06E+10 and -59093.00. In the same way, the mean of asset
growth is 325370135. The firms have return on equity on shareholders with a maximum of
9.585793 and the minimum of 0.005062 while the mean is 0.554318. The maximum
market value of health care is 98657614243 and minimum of 3386447.

Table 3: Correlation Matrix

SR EPS AG ROE MV
SR 1.000000
EPS 0.224994 1.000000
AG -0.086428 -0.061037 1.000000
ROE 0.515814 -0.032944 -0.022649 1.000000
MV 0.395364 0.098595 -0.061815 0.290377 1.000000

Source: Authors’ Computation, 2020
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The relationship between the variables shows that firm financial determinants used in the
study has both positive and negative relationships with stock return. Earnings per share,
return on equity and market value have positive correlation with stock return while asset
growth has negative correlation with stock return. However, the correlation is within the
threshold that there is no correlation problem with the variables.

Table 4: Summary of Regression Result

Variables Coefficient t- statistics P-Value VIF
EPS 0.028870 1.056319 0.2946 1.0172
AG -3.84E-11 -0.088766 0.9295 1.0069
ROE 1.649771 3.098542 0.0028 1.0967
MV 4.46E-11 1.560964 0.1232 1.1091
C 4.977605 4.965783 0.0000

R? 0.817850

F-statistics 27.75621

F-significance 0.000000

Hausman P-Value 0.0005

Source: Authors’ Computation, 2020

From the p-value of Hausman specification, fixed effect model is most appropriate because
it is less than 5% level of significance; hence, it is used to explain the effect of financial
determinants on stock return. It has been discovered that the tolerance level relevant to all
variables appears to be below 10, testifying that no collinearity assumption is well
confirmed. Besides, on calculating the VIF values, the figures reveal that they prove to fall
below the threshold of 10 with regard to all variables. These results allow us to confirm the
absence of multi collinearity problem concerning multiple regression models.

The result shows that earnings per share has positive but insignificant effect on stock return
of health care firms in Nigeria while asset growth has negative insignificant effect on stock
return. Also, return on equity has positive significant effect on stock return of health care
firms in Nigeria. This signifies that increase in return on equity by one will increase stock
return by 0.0028. This could be as a result of more investment by potential investors.
Further, the result signifies a positive but insignificant effect of market value on stock
return because it has a p-value greater than 5% level of confidence. The finding of the
study is supported by the findings of Narayan and Reddy (2018), Obala and Olweny
(2018), Ngunjiri (2016), Issah and Ngmenipuo (2015), Taani and Banykhaled (2011), and,
Dadrasmoghadam and Akbari (2015).

The study ascertained that financial determinants used explained 81% variation on stock
return while the remaining variation is explained by other variables not included in the
model. In the same light, the model is fit with f-statistics less than 5% level of confidence.
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5. Conclusions and Recommendations

The study ascertained the effect of firm financial determinants of stock return of listed
health care firms in Nigeria shows that earnings per share and market value has positive but
insignificant effect on stock return of health care firms in Nigeria, asset growth has
negative insignificant effect on stock return while return on equity has positive significant
effect on stock return of health care firms in Nigeria. This signifies that increase in return
on equity will increase stock return. This could be as a result of more investment by
potential investors. The study concludes that financial indicators of companies are very
vital to affect changes on stock return over a period of time. The study therefore
recommends that investors should consider these ratios of the companies and movement in
these ratios in selecting a resilient portfolio to invest. Also, the management of health care
firms should strive to improve the financial performance in order to maximize the returns
of their firms.
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Abstract

This paper examined household solid waste management practices in Kontagora. The
paper focused on the types of solid waste generated, their composition and quantity, the
methods of solid waste storage and disposal practices, including the capacity of solid
waste management agency in Kontagora. Data for the study were obtained from primary
and secondary sources. The primary data were collected from a cross-sectional survey of
130 households using well-structured questionnaires. Secondary data were obtained from
different published sources. The data obtained were analysed using descriptive statistics.
The study found out that the composition and quantity of solid waste generated differ from
one household to another according to their socioeconomic characteristics. The solid
waste stream comprises biogradable and non-biogradable waste. The study also revealed
that almost all the household temporarily store their waste before final disposal in open
spaces, dump sites, roadsides, and drainages among others. The rate of generation of these
waste have now defied all efforts of the waste management agency in Kontagora, due to
inadequate equipment, funding, trained personnel, etc. The study recommends the
promotion of integrated sustainable solid waste management (ISWM) procedures and
community participation.

Keywords: Household, Solid waste, Management, Community

1. Introduction
Human activities naturally result in the generation of waste in solid, liquid or gaseous
forms. This is an unavoidable event in the household day-to-day living. The wastes
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generated must be disposed of properly to preserve environmental quality, human health
and natural resources. However the inability of most households and communities to
effectively manage waste generated has played a significant role in the increasing extant
environmental and health problems facing most societies today (lke, Ezeibe, Anijiofor &
Daud, 2018).

Solid waste management in Nigeria is characterised by inefficient collection methods,
insufficient coverage of the collection system and improper disposal. The waste generation
has consistently expanded both in volume and complexity. This is due to the rapid increase
in population over the vyears, urbanisation, economic activities, industrialisation,
technology advancements, changing lifestyles and consumption patterns, among others.
Sadly, these developments have not been matched by adequate provisions of infrastructural
facilities and equipment, including funding and personnel to sustainably manage the ever
growing quantum of waste (Agbesola, 2013).

Household Solid Waste (HSW), also known as domestic or residential waste refers to
garbage and rubbish created or caused to be created in the day-to-day living of a residential
dwelling unit. Household solid waste can be classified into different groups such as
hazardous and non-hazardous waste; biodegradable and non-biodegradable waste (Karim
& Nawshin, 2012).

According to Babalola, Ishaku, Busu & Majid (2010), household solid waste (HSW) has
both direct and indirect effects on environment and human welfare. Direct effects range
from the damage of materials and loss of aesthetic importance to the impairment of human
health, thus creating significant socioeconomic impacts. Indirect effects are mainly long-
term effects which range from change in ecosystem structure and environmental
degradation which in turn will affect socio-economy and the sustainability of the region.
This has brought a new challenge to the local government authorities especially in dealing
with the issue of municipal solid waste (MSW) disposal, particularly domestic household
wastes. Thus, it is a common feature to see all manners of wastes clog drainages, roadside,
market places, vacant plots, water bodies and uncompleted building among others. This has
in many cases resulted environmental hazards which facilitate the spread of communicable
diseases (Benedine, Robert & Abbas, 2011). This paper therefore, takes a critical look into
household solid waste management practices with a view to analyse some of the strengths
and deficiencies in the current solid waste management practices. The objectives of this
study is to identify the types of household solid waste composition and quantity generated;
examine the household methods of solid waste storage and disposal practices; and to
investigate the capacity of solid waste management agency.

2. Literature Review

Solid wastes constitute a growing problem and have gained increased political awareness
over recent years. The amount of solid waste generated in the world is steadily increasing
and every government in the world is currently focusing on methods to approach the
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challenges posed by solid waste management (Amuda, Adebisi, Jimoda & Alade, 2014). It
is estimated that more than 3.5 billion or more than 52% of the world population does not
have access to the most elementary waste management services like sound solid waste
collection and removal out of the residential areas and at least a controlled disposal. In
Nigeria waste generation rate is estimated at 0.65-0.95 kg/capita/day which gives an
average of 42 million tonnes of wastes generated annually (Babalola et’al, 2010). This is
more than half of 62 million tonnes of waste generated in sub-Sahara Africa annually and
where and how to channel these wastes becomes a huge problem for the nation (Ike et ‘al,
2018).

The reasons behind inefficient waste management practice in Nigeria have been well
researched. For example, Adeyemi, Olorunfemi & Adewoye (2001) observed that in
Nigeria the management of municipal solid waste revolves mainly around open burning,
open dumps, land filling, reuse/recycling and waste conversion. Arukwe (2012) added that
the only management practice adopted widely throughout Nigeria involves disposal of
waste on open dumps. Imam et al. (2009) reported that piles of wastes are dumped by the
road side and other open spaces thereby posing environmental risk, with severe health,
social and economic implications. These require urgent intervention by concerned
Government agencies and related bodies on environmental management to control the
increased rate of environmental deterioration as a result of indiscriminate dumping of solid
waste.

3. Methodology

Study area

Kontagora is a major town on the south bank of Kontagora River in north-west Niger State,
Nigeria. It is the capital city of the Kontagora Emirate (Figure 1).lts Geographical
coordinates are latitude 10°24'1" N and longitude 5°28'11" E in DMS (Degrees Minutes
Seconds) and it is situated at an elevation 339 meters above sea level. Its covers an area of
13,219 square miles (34,237 square km) in Niger state. Kontagora has a population of
98,754 according to 2006 census making it the 4th biggest city in Niger State. Kontagora is
a nodal point for local roads and a collecting point for several agricultural produce such as
cotton, groundnuts millet, cowpeas, beans, gum arabic, kola nuts, cattle, goats, chickens
and guinea fowl among others. This makes it an epicenter for economic activities.
Essentially, all these economic and consumption activities that the people are engaged in
create byproducts or waste materials that are socially costly to handle.
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Figure 1: Map of Kontagora LGA

Data collection

The data for the study were obtained from primary source. The primary data were collected
from cross-sectional survey of 130 households using well-structured questionnaires in
combination with some selected Participatory Rural Appraisal Tools (PRA).

A multi stage sampling procedure was employed in selecting the representative
households. The first stage involved division of the Local Government Area into the
thirteen (13) existing wards. At the second stage, 13 households were randomly selected
from each of these wards, making a total of 130 respondents. The third stage was the
selection and identification of the household heads interviewed. The result obtained was
analysed using descriptive statistics.

4. Results

Socio-economic characteristics of the respondents:

Table 1 presents the distribution of the respondents’ socio-economic characteristics. It
reveals that 60.8% of the household heads were males, while the rest females. Majority
(72.3%) of them were married, 18.0% divorced, and 7.7% were widowed. 68.5%) were
older than 45 years, while only about 5.5% were younger than35 years. Most of the
respondents (74.5%) have larger household sizes in their households with only 3.2% with
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less than 5 persons in their household and majority belonging to #10,100 <20,100 and
#20,100 <30,100 monthly income groups. Nearly half of the household head (48.5%) had
no formal education which implies that they had qur’anic education, a slightly higher
number than one quarter 27.7% had only primary education, while only less than one
quarter of the respondents had tertiary education. The result indicates variation in
respondents’ socioeconomic characteristics; this implies that household waste generation
differs from one household to another. The finding agrees with the studies of Nwabinye et’
al. (2017) and Limbu (2013).They both established that household solid waste generation
are closely linked to socio-economic parameters of the households.

Table 1: Distribution of respondents’ socioeconomic characteristics

Socio-economic characteristics Frequency Percentage
Sex

Male 79 60.8
Female 51 39.2
Age

Below 35 5 55
35-45 39 30
Above 45 86 64.5
Household Size

1-5 32 245
6-10 88 67.7
Above 10 10 7.7
Education

No formal education 63 48.5
Primary education 36 271.7
Secondary education 24 18.5
Tertiary education 9 6.9
Marital Status 72.3
Married 94

Divorced 17 13.0
Widowed 10 7.7
Separated 9 7.0
Occupation

Farming 60 46.1
Avrtisan 25 19.2
Trading 30 23.1
Salary earners 15 116
Monthly Income (N)

Below 10,100 8 6.1
#10,100 <20,100 58 44.6
#20,100 <30,100 29 22.4
#30,100 —<40,100 18 13.8
Above 40,100 17 13.1

Sources: Field survey, 2019.
Household Solid waste composition
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The solid waste composition generated by the respondents in the study area was
determined and the finding reveals that household solid waste stream comprises rich
organic and easily biodegradable food scraps, vegetables, fruits, leaves and paper as well as
inorganic and non biodegradable materials such as plastic, glass, cans including hazardous
wastes like pesticides, batteries, ash and discarded medicines. Figure 1 shows that food
scraps, and vegetable wastes, plastics and paper constituted the largest components of solid
waste generated in the area; amounting to some (31.0%), (20.0%) and (16.0%) of the
wastes respectively. Bottles and glasses (10.0%), wood (9.0%), metals and cans constitute
about (8.0%), respectively, while other wastes amounted to (6.0%) of the total waste
generated. This indicates that household waste composition differs from and household to
another and is influenced by several factors such as socio-demographic variables, cultural
norms and energy sources among others.

Figure 2: Household Solidwaste composition
35%
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25% -
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15% -

10% - . -
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Food & Paper plastics Bottles& Wood Metal &
Vegetable Glass Cans
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Sources: Field survey, 2019.

Quantities and generation of Household Waste

Fig. 3 revealed that the quantity of household solid waste generated. A total of
approximately 15.0 tons of solid waste was generated over the three weeks period used for
the assessment. Half of this total quantity of solid waste emanated from households in the
middle income family whilst low- and high-income households contributed 30% and 20%
respectively. The greater proportion of waste emanating from middle income households is
due to relatively larger household size as compared to low and high income households.
The average per capita waste generation rate in the entire area was (0.75kg/capita/day). The
finding vindicates the study of Sanko et’al (2012). The correlation coefficient analysis on
the various socioeconomic factors of their study indicates that monthly income, average
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family size and employment status were the main influential factors in the quantity and
composition of solid wastes generated

Figure 3: Quantity of waste generation by household
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Sources: Fields survey, 2019

Household Waste Storage and Disposal

The method adopted by the households for storage and disposal of solid waste are
presented in Table 2. The findings revealed that all the waste streams were stored together
in either sack; open bucket or containers and plastics bags before final. It also revealed that
household solid waste final disposal practice in the area includes a direct dumping in open
space, designated dumps sites, roadsides, drainage and burning. It is apparent that majority
of the respondents dispose their waste illegally. It is therefore a common feature to see
heaps of refuse on our streets, roadside, market places, and vacant plots among others. This
could have adverse effects on health, the environment and aesthetics. The finding indicates
that the existing waste management practices in the study area are inefficient due to
improper management by different households and waste management agency concerned.
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Table 2: Waste storage and disposal practices

Variable Frequency (No) Percentage (%)
Method of Open container 42 32
Storage Sack 57 44
Plastic bag 31 24
Method of Burning 20 15
Disposal Open space 38 29
Dump sites 32 25
Drainage 15 12
Road side 25 19
Total 130 100

Sources: Field survey, 2019.

Figure 4: Household Solid waste disposal
practices
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Household distance to the dump sites

The study found that there is only one legally designated dump site in Kontagora. However
there are several illegal dumpsites and heaps of waste spread indiscriminately which poses
serious environmental and health challenges. The result presented in Figure 5. Shows that
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distance of households to various disposal points in the study area in meters play
significant role in the final disposal of waste.

Almost half of the household have their disposal point located at a distance of 1- 50 meters,
33.7% at a distance of 51 -100meters , 20%at a distance of 101 -150 meters. While only
7.7% at a distance of < 150.1t is evident from the result that the farther the designated
dump-sites, the lesser the use by the respondents. This further confirmed that majority of
the people dispose their waste illegally, they are of the habit of dumping their refuse within
a close range to their residence or where they carry out their daily activities. Relating their
views on waste disposal, Anyanwu & Adefila (2014) confirmed that the farther the
designated dump-sites, the lesser the use by the respondents. This further explains why
people tend to disregard the use of designated official dump-sites and create alternative
points.

Figure 5: Household distance to dumpsites
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Sources: Fields survey, 2019

The Capacity of Solid Waste Management Agency

Niger State Environmental protection Agency (NISEPA) is the agency responsible for
household solid waste management in Kontagora. The study revealed that the waste
management agency was not able to cope with the volume of waste generated in the area
since the amount of solid wastes produced often exceeds the rate of disposal. This is
largely due to inadequate equipment; funding, trained personnel coupled with the attitude
and perception of the public on environmental issues and complete lack of community
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participation as a whole in household solid waste management. It was observed that the
waste management agency in Kontagora zone has only five functional refuse trucks for the
collection and transportation of solid wastes from the town to the designated dumpsite,
there is no pay-loader used to compact the waste before burning. In general most of the
available facilities are either inadequate or not functional to cover the entire study area.
This explains in part why the frequency of refuse collection takes rather too long to be
evacuated.

Table 3: Equipment and Personnel of waste management Agency in Kontagora

Types of Equipment Number Required Number available
Refuse Truck 8 5
Pay loader 1 -
Bulldozer 1 -
Receptacles (Refuse containers) 5 -
Shovel 30 30
Brooms 30 30
TYPES OF PERSONNEL

Administrative 5 1
Technical 4 -
Causal workers 100 65

Sources: Fields survey, 2019

5. Conclusion and Recommendations

Kontagora, like any other city, has been struggling with the problem of household solid
wastes management in recent times; this is further worsed by the growing population and
economic activities. This has consequently led to a substantial increase in the quantity and
diversity of the solid waste being churned out on daily basis. The household solid waste
generated comprises biodegradable and non- biogradable wastes. In addition majority of
the household temporarily store the waste generated within the household before final
disposal through direct dumping in open space, burning and dumps sites. The rate of
generation of these waste have now defied all efforts of the waste management agency in
Kontagora largely due to inadequate equipment, funding, trained personnel etc, The study
recommends the promotion of ISWM strategy, provision of adequate personnel, funding
and equipment among others.

Based on the finding of the study the following recommendations are proffered to facilitate
efficient household solid waste management: The promotion of the concept of integrated
sustainable solid waste management (ISWM) strategy for the managing of household solid
waste. This practice will minimize waste generation, maximize waste management and
ensure safe waste disposal. Other recommendations include delineation of the city into
manageable zones for the introduction of door-to-door collection and provision of standard
receptacles within the reach of households on a street or wards to ensure effective
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coverage and easy waste management; enforcement of environmental laws (rules and
regulations) that deter indiscriminate waste disposal; embarking on an aggressive
campaign using handbills, posters, seminars, radio, television and any other available
medium to educate the public on environmentally friendly ways of disposing domestic
solid waste; community participation in management of household solid waste. This will
make residents to organise themselves and become involved at the level of their living area
or neighborhoods, to improve the conditions of their immediate surroundings; and
governments should ensure the provision of efficient funding, personnel and equipment
required for efficient waste management.
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Abstract

This study provides empirical investigation on the operational risk management practices
and financial performance of micro finance banks in Kwara State. Thus, the specific
objectives are to: ascertain the relationship between technology risk management and
micro finance banks’ financial performance in Kwara State; and determine the effect of
personnel risk management on financial performance of micro finance banks in Kwara
State. In order to achieve this, survey research design was adopted with total population of
155 from which 112 were picked as a sample size. Partial Least Square Structural
Equation Method (PLS-SEM) was used to analyse the data. Findings revealed that
technology risk management and personnel risk management are significantly and
positively related to the financial performance of micro finance banks in Kwara State. The
study concluded that, operational risk management practices are positively related to the
financial performance of micro finance banks in Kwara State. Therefore, the study
recommended that management should adopt a new technology, and there should be
provision of manual back up in case of system failure for vital document. Moreover,
management should increase employment of skilled employees and regular training of
existing staff on how to deal with operational risk exposure.

Keywords: Operational risk, Operational risk management, technology risk management,
personnel risk management, financial performance

1. Introduction

Operational risk has become a major obstacle in the micro finance banking system. Its
management involves taking proper measures to ensure qualitative transactions and
delivery of excellent service to customers (Grody, Harmantzis&Kaple, 2005). Also, the
dynamic changes in financial markets, increasing globalisation, re-capitalisation and global
financial crisis have significant effects on the magnitude and nature of operational risk
faced by micro finance banks. Due to several operational failures and attendant
restructuring of the affected micro finance institutions, emphasis has been placed on
operational risk. Thus, regulators, auditors and rating agencies now focus more on

98


mailto:mubaraq.sanni@kwasu.edu.ng

Publication of the Faculty of Management & Social Sciences, IBB University, Lapai, Niger State-Nigeria
ol. 12 No.2, December, 2020 ISSN:2006-6473

@ LAPAI INTERNATIONAL JOURNAL OF MANAGEMENT AND SOCIAL SCIENCES

operational risk within the micro finance institutions (Helbok& Wagner, 2006). Therefore,
effective operational risk management needs to be established in the micro finance banks.

In Nigeria, operational risk management practices can be traced back to year 2005, when it
was observed that the formal financial system provides services to about 35% of the
economically active population while the remaining 65% are excluded from access to
financial services. These 65% are often served by the informal financial sector, through
non-governmental organisation, money lenders, friends relative and unions. The non-
regulation of the activities of some of these institutions has serious implication for the
central bank of Nigeria (CBN) ability to exercise one aspect of its mandate of promoting
monetary stability and a sound financial system. Hence, the Central Bank of Nigeria (CBN)
restructured the capital base of community bank and reframed its nhame to microfinance
bank. This was because the capital base of 5million naira for community banks has become
too low for its operation. Thus, new capital base was issued by the CBN. The new capital
base of micro finance banks in the country was structured to N20 million for unit micro
finance bank, N100 million for micro finance bank operating within a state and N1 billion
for micro finance bank operating at national level with effect from 31* December, 2005
(Central Bank of Nigeria, 2005). Thus, this policy was formulated to reduce and mitigate
the operational crisis in the financial system.

Several measures and procedures like curtailing complexities in business process and
reinforcing organisational ethics have been put in place by the regulatory agencies to
alleviate operational risk in micro finance institutions. However, micro finance bank
exposure to this risk seems to be significant and affects financial performance of micro
finance banks in Nigeria. Operational risk is not properly understood by many academia
and financial risk managers, thus its treatment as a left-over risk from other types of risks
affect micro finance institution and it has turned to major problem in the financial sector
which needs to be addressed (Acharyya 2012).

Technology and system risk are two major causes of operational risk with greater effect on
the financial performance of micro finance banks in Nigeria (Maina, Alala,
Wabwile&Musiege, 2014). The complexity involves in micro finance banking activity and
high dependence on the usage of technology have made operational risk the most important
risk affecting micro finance banking system (Laker 2006; Fatemi&Sabbaghian, 2019). In
addition, personnel risk has continued to hinder the financial performance of micro finance
banks in Nigeria (Mainaet al., 2014). Processes and procedures involved in lending
activity in the micro finance institution are prone to human error, misjudgement,
negligence and fraud.

The implication of these problems such as, employee’s error, equipment failure, external
event, technology and system failure have consequently reduced micro finance banks’
financial performance in terms of profitability, liquidity and asset turnover (Cope, et al.,
2009; Okeke, et al., 2018). Many literature have been reviewed on operational risk
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management and financial performance (Lyambiko, 2015; Meshack&Mwaura, 2016;
Maalim, 2017; Ameer, 2018). However, there have been few studies on Nigeria
(Osadahun, 2014; Okekeet al 2018), to the best of researcher’s knowledge and the
literature reviewed, none has been done in Kwara State. Based on this premise, the study
tends to bridge the identified gaps in the literature by looking into operational risk
management practices and financial performance of micro finance banks in Kwara State.

In view of this, this study examines the effect of operational risk management practices on
the financial performance of microfinance banks in Kwara State using quantitative method
of analysis.

2. Literature Review

Operational risk can be defined as “the risk of direct or indirect loss, resulting from
inadequate or failed internal process, people and systems or from external events”. This
definition includes legal risk but excludes reputational and strategies (BCBS, 2001).
Operational risk can also be defined as direct or indirect event that can harm the financial
performance of micro finance bank negatively. Direct event could be any loss resulting
from inadequate or failed internal processes, people, and systems. Indirect event could
result from natural disaster, changes in political regime or parties (change in government,
Civilian to Military regime), flood, terrorist attack and high robbery (Delija, 2015).

Moreover, Ghosh Roy and Khakale(2013) defined operational risk as the risk that results
from failure of operating system in the micro finance bank as a result of factors like
fraudulent activities, human error and mistake. The operational risk can be traced to loss of
manpower, unskilled labour, robbery, theft, internal and external fraudulent practice,
shortage in labour in an organisation or poor-quality material.

Operational Risk Management (ORM) is the process of managing direct or indirect risk of
loss resulting from failed internal process, staff, and system or threats from external events
(Karam&Planchet, 2012). ORM also involves reviewing, directing and monitoring of all
strategies that cater for management. It is also the process of managing all regulatory
responsibility, quick responses and feedback to any major disruptions and external threats.
It can be viewed from four major perspectives, namely; internal process risk management
or internal control process, technology risk management, personnel risk management and
compliance & legal risk management risk (de Jongh, de Jongh ,de Jongh& van
Vuuren,2013; Delija, 2015;Chernobai, Ozdagli& Wang ,2018).

Technology risk is the risk that occurs due to system disruptions, unreliable hardware or
software. New technology opens micro finance banks to technology risk (Fatemi &
Sabbaghian, 2019). According to Shamakhi and Sheikhipoorian (2016), technology can be
defined as electronic convergence point of data process and telecommunication which
promote the growth of an organisation. New technology development or advancement can
make the old one become obsolete to the micro finance bank thereby creating threat to
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operation and financial performance of micro finance bank. D’Olene and Barrett (2016)
defined technology risk management as a process of making sure that data, system,
machine and other information technology are protected and utilised in an efficient and
effective way.

This is another type of operational risk which covers any defect in human resources
department of an organisation, such as error by employees, unskilled staff, fraud by
worker, act of dishonesty, taking deliberate action resulting in losses of serious nature
(Delija, 2015; Arif, Jan &Kulsoom, 2016). Personnel risk management involves managing,
recruiting, selecting appraising human resources in such a way that it conforms to the goal
of the organisation (Alogab, Alobaidi, &Raweh, 2018). Skilled and qualified personnel
need to be employed to aid the financial performance of micro finance bank. Workers are
needed to be assigned specific tasks according to their skills and talent (Imane, 2014).

Financial performance can be defined as the measure of micro finance banks’ achievement
on the goals, policies and operational activities in monetary value within a financial year.
It involves financial health and strength of an organisation (Ngumo, Collins & David,
2017). In the context of micro finance banking system, financial performance measures the
financial capacity of micro finance banks. Also, Obwogoet al (2017) defined performance
as the ability and capacity of the firm or business organisation to generate new resources,
from day to day operations, over a period of time. Financial performance can be gauged by
net income and cash from operations. Also, it can be seen as the expansion in operation,
enjoying economic of scale, maintaining steady cash flows, efficient and effective
utilisation of resource, large customer base, large deposit, and more usage of technology
(Okekeet al., 2018).

Banks and every other business organisation are after profit margin and the best way to
measure profit margin is through their financial performance (Maalim, 2017). Thus,
financial performance indicators include; Return on Asset (ROA), Return on Earning
(ROE) and Net Interest Margin (NIM) (Maalim, 2017; Olalere, Aminul, Yusoff,
&Shamsuddin, 2018).

The theory underpinning this study is contingency theory. This theory was developed from
sociological functionalist theories and propounded by Fred Edward Fiedler in 1964.
According to Sigey (2018), contingency theory explains the relationship and the linkage
between organisational performance and the environmental factors that influence it. Since
micro finance banks are faced with a lot of pressure from internal factors (technology risk,
employee risk etc). Micro finance banks need to monitor its environmental factors so as to
improve its financial performance (Islam &Hui Hu, 2012). The theory also opined that,
contingent factors such as technology and personnel risk affect the functionality of the
organisation. Hence, proper and effective management need to be established for the
organisation to stand well against these contingent factors (Islam et al., 2012). The basic
assumption of this theory is that, organisations have different contingent factors that affect
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their operational performance. Each organisation is thus required to study and assess its
environmental factors so as to understand the likely factors that can affect its functionality
(Islam et al., 2012; Otley, 2014).

The relevancy of this theory to this research study is that, it provides positive relationship
between dependent variables and independent variables of this study. The dependent
variable is financial performance while independent variable is operational risk
management. This independent variable (operational risk management) is further divided
into sub-parts; technology risk management and personnel risk management. The theory
suggested A-prior expectation sign for this study to be positive.

Technology risk and employee risk are two factors that accounted for causes of operational
risk exposure and have great influence on the financial performance. To support this,
Kamssu, Rethel and Ziegelmayer (2003) explored a qualitative approach to determine the
effect of information technology on financial performance through the impact of being an
internet- dependent firm on stock returns. The result showed that choosing a particular
information technology will have positive effect on the financial performance of firms;
thereby increasing stock return.

A study conducted in Iran by Sadeghimaneshet al., (2013), which examined the effect of
Information Technology (IT) on financial performance of bank listed in the floor of
exchange. 183 staff were selected for the sample using simple random sample. The study
explored survey research design where questionnaires were distributed to the respondent.
Information technology was measured with these variables: IT knowledge, IT operation
and IT infrastructure while financial performance was proxy with capital management,
asset quality and liquidity volume. The result showed that information technology has
significant effect on the financial performance of listed bank. It is recommended for the
bank to improve their usage of computer and establish Management Information System
Department.

Maina et al (2014) examined the effect of operational risk in the lending process of micro
finance banks profitability in Kakamega town, Kenya. Operational risk was proxy with
compliance, system, character, culture and fraud. Survey research design method was used
and questions were administered in a five-point likert scale to 51 employees of ten micro
finance banks using stratified sampling technique. Partial regression technique was
employed and results showed that compliance, system, character and culture were
positively related while fraud was negatively related to the profitability of micro finance
banks in Kenya. Another view by Osadahun (2014) which explored a qualitative approach
on operational risk management in the Nigerian banking institution which showed that,
fraud is one of the major causes of operational risk in the banking environment. The study
used qualitative method in form of administering interview to the executive staff of the
selected banks. The study revealed that, Nigerian banking had not been able to establish
proper operational risk loss data base.
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Lyambiko (2015) looked into operational risk from quantitative perspective. The study
reviewed the effect of operational risk management practices on the financial performance
of banks in Tanzania. The mode of data used for the study was quantitative and secondary
data from 2009-2013 with population study of 36 banks. The study adopted descriptive
statistics and regression analysis. Variables used include operational efficiency, credit risk
and insolvency risk as independent variables and dependent variable as financial
performance proxy with ROA. Thus, the result showed that operational efficiency was
positive correlated with financial performance and credit risk, insolvency risk is negatively
related to the financial performance. Also, the result showed that operational risk
management practices have positive significant effect on financial performance.

In a related study, Meshack and Mwaura (2016) investigated the effect of operational risk
management practices on the financial performance of micro finance banks in Tanzania
between 2005-2015. The study used questionnaire as the primary data and a total sample of
thirty-four (34) micro finance banks were chosen and descriptive method of analysis plus
regression was used to analyse the data. The result revealed that operational efficiency,
credit risk and insolvency risk which were used to measure operational risk as independent
variable was significant to the performance of micro finance banks in Tanzania measured
as Return on Asset (ROA).

Maalim (2017) measured the effect of operational risk management practices on the
financial performance of Islamic bank in Kenya for a period of five (5) years from 2011-
2015. Seven banks were sampled. Expo facto and questionnaire were used in the study and
ANOVA was used to analyse the data obtained. Operational risk management was proxy
with; sharia compliance and bank size. While financial performance was represented by
ROA. The result revealed that there exists a strong linkage and association between
financial performance and operational risk management practices in Kenya Islamic bank.

Similarly, Murithi and Waweru (2017) studied operational risk effect on the profitability of
banks in Kenya. The study covered the period of 2005 and 2014 for the forty-three (43)
registered commercial banks in Kenya. Generalized Method of Moment (GMM), method
of regression analysis was used and the finding indicates cost- income ratio is negatively
associated with profitability of the banks. Therefore, it was recommended that cost-income
management need proper attention before effective operational risk management can be
achieved.

Moreover, Nyada (2017) examined the relationship between operational risk management
and quality management in micro finance banks of Kenya. The study used survey method.
A total of 43 micro finance banks were sampled. The independent variables were quality
management and proxy with customer focus, employee involvement, continuous
improvement and leadership commitment. While dependent variable was operational risk
management and proxy with; reduced operational loss, increased efficiency and improve
customer service. The study revealed that micro finance banks had not implemented their
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quality management system. Thus, the study recommended that banks should improve their
quality management in order to have high performance and reduce operational risk in the
micro finance banking sector.

Sigey (2018) looked into the effect of Information Technology (IT) risk management on
the performance of micro finance bank in Kenya. The study used 42 micro finance banks
from 2013-2017. The independent variable was measured with strategic risk of IT, cyber
security and incidence response, IT resiliency and continuity risk, technology vendor and
third-party risk. While the dependent variable was measured using ROA. Both primary and
secondary data were used. Primary data were obtained using questionnaires arranged on
five likert scale and secondary data were sorted from audited financial statement. The study
concluded that strategic IT, IT resiliency and continuous risk, technology vendor and third-
party risk are significantly negative to the performance of micro finance bank. Cyber
security and incidence response are positive but insignificant on the performance of bank.
Also, the study recommended that micro finance banks must establish Information
Technology (IT) department in order to cater for risk exposure caused by IT.

Alogabet al (2018) reviewed operational risk management in the financial institutions in
China. The nature of the research was qualitative and the study looked at the various
methods of operational risk identification and concluded that, for better operational risk
management, micro finance banks need to comply with both national and global regulation
guidelines.Also, Chernobaiet al., (2018) employed quantitative research to analyse
business complexity and risk management; evidence from operational risk event in U.S
bank holding companies. The data cover from 1996-1999 and operational risk was
measured with event disclosure on internal and external fraud, client, product and business
practices, execution, delivery and process management. Performance was measured by
Return on Asset (ROA) Thus, result showed that the frequency and magnitude of
operational risk event increased significantly with bank complexity. Therefore, operational
risk factors are likely to affect performance of bank among U.S bank holding companies.

Meiying (2018) examined operational risk management and its determinant in Malaysia
using a case study of Century Logistics Holdings Berhad (CLHB). The study employed
time series data between 2012 and 2016. Dependent variable was operational risk
management proxy with operating expense to total income. While independent variables
were firm micro factor (return on equity) and macro factor proxy with; inflation, current
ratio and average collection period. Thus, the result revealed that, firm specific factor
measured by Return on Equity (ROE) has significant effect on the operational risk
management, while macro factors (inflation, current ratio and average collection period) do
not show any influence on the operational risk management.

Okekeet al (2018) explored a quantitative method of operational risk management on the
performance of selected banks in Edo state, Nigeria. The operational risk was measured by
people risk, process risk, system, technology risk and external risk. The survey research
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design was used and statistical tool by Borg and Gall (1973) was adopted to get sample
size. Multiple regression analysis was also adopted to test the stated hypothesis. The result
showed that process risk had negative influence, system and technology risk also had
negative relationship while external risk has positive influence on the performance of
deposit money bank. The overall result showed that operational risk has negative impact on
the performance of bank in Edo State. The study recommended that the banking institution
and the regulatory authority to focus more on the people risk and build strong internal
control.

3. Methodology

Survey method was used in this study and it involves using questionnaire to collect
information from respondents (Gujarati, 2004). Survey research design was used for this
study due to the fact it provides a clear opinion, feeling and attitude of the respondent.

According to CBN (2018), the total number of registered microfinance banks in Kwara
State as at December, 2018 was thirty-one (31). Based on this, it is sufficing that a
workable sample is selected from the population. The respondent population was derived at
by choosing the Heads of microfinance banks mandatorily required by the CBN. The heads
comprise five (5) management staff (managing director, Head of credit risk manager, Head
of customer service, Head of internal audit and compliance, Head of operations and head of
admin and finance) with 31 MFBs in Kwara State. This gives total respondent population
155.

The study adopted a purposive sampling technigque in order to achieve a fair representation
of the total population and to reduce biasness. The sample size of 112 for this study was
determined using Taro Yamane (1967). However, Israel (2013) advised that 10% -30%
should be added to the minimum sample size for attrition. 30% of 112 (34) was added to
the minimum sample size of 112 to make it 146. 146 copies of the questionnaires were
distributed to the respondents.

The study used survey method of data collection through the distribution of well-structured
questionnaire to the targeted respondents. The survey method was used because most of the
micro finance banks in Kwara State were not listed on the floor of exchange and therefore
made it difficult to get their published data. Thus, primary data were chosen for this study.
Primary data allow for collection of data from large respondents within a short period of
time and provide a standardised method of capturing populations. It also provides original
quality of the research and does not create room for bias or third-party opinions (Field,
2009).

The mode of instrument used in collecting data for this study was questionnaire. The layout
of the questionnaire was designed easily and simple in order to encourage meaningful
participation by the respondents (Asika, 2006). Questionnaires were designed on the five
(5) point likert scale which rate respondents’ opinion on the basis of their responses as to
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whether they strongly agree, agree, undecided, disagree and strongly disagree. Each of the
Five (5) Likert point has coding number which include; 1 for strongly disagree, 2 for
disagree, 3 for undecided, 4 for agree and 5 for strongly agree. Five-point likert scale was
preferred for this study as they have high versatility and gives room of independences to
the respondent to choose any responses of their choice in a balanced and symmetric way
(Joshi, Kale, Chandel & Pal, 2015).

Following the proxies for both dependent and independent variables, descriptive and
inferential statistical instrument were used as a means of measuring collected data. The
descriptive statistical tool shows the demographic characteristics of respondents, and
response rate of data collected. While the inferential statistical tool shows the result of
measurement of model, reliability and validity test, outer loading and bootstrapping
analysis. Moreover, preliminary analysis was conducted to determine the appropriate
methodological techniques. These include; normality test, assessment of outlier and
multicollinearity test. The hypotheses of this study were tested at Five percent (5%) level
of significant using a statistical technique known as Partial Least Square Structural
Equation Model (PLS-SEM) method of regression analysis in order to provide robust
result. The justification for chosen these techniques is that, it provides an opportunity to
measure unobservable variables with indicators; it also shows the extent to which construct
of variable study can be relied upon (Sander & Lee., 2014).

In order to quantify the objective of this study, Maina et al (2014) model was adapted. The
study assessed the effects of Operational Risks Management in the Lending Process of
Deposit Money Banks Profitability in Kakamega, Kenya. The study adopted survey
method and basically explored data from questionnaires. Therefore, the modified model is
stated below:

Y= ﬁO + lel + BZXZ + [33)(3Jr B4x4+ B5X5. T e s 1

Where Y measures financial performance of deposit money bank in term of its profitability.
B1, B2, B3, Psand Bs were coefficients which indicate the amount of change in the value of
dependent variable for a unit change in independent variables. X; X, X3, X4 and X5 were
independent variables representing Compliance, Systems and technology, Character,
Culture and Fraud respectively and e was the error term.

Furthermore, this study modified the model in order to get clear relationship between
dependent and independent variables. This was done because the model does not contain
all the independent variables of this work. Thus, this study added other variables such as
personnel risk management to the adapted model. Also, all these elements of risks are
conceptualised using perception metric base on earlier studies (Okekeet al., 2018;
Chernobaiet al., 2018).

Therefore, the study’s model is expressed as follow:

FINi= Boit B TRMIHBaPRMIF H .o, 2
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Where TRM means Technology Risk Management; PRM implies Personnel Risk
Management and FIN means Financial performance

4. Result

Table 1 below shows the summary of the number of questionnaires distributed and the
number of questionnaires returned. The total of 146(112+34) questionnaire were
distributed and 118 (80.8%) were retrieved. Data screening was carried out on the retrieved
questionnaire and all were found to be useful. Thus, the analysis was based on 118
questionnaires duly filled and returned which represent (80.8%) of the total questionnaire
distributed. The response rate is considered sufficient for statistical reliability and
generalization (Tabachnick&Fidell, 2013).

Table 1: Summary of Response Rate

Items No of Copies Percentage (%)
Copies of Questionnaire Distributed 146 100
Copies of Questionnaire Returned 118 80.8

Source: Field Survey, 2019

It is important to put in to preliminary test, the data collected prior running main data
analysis (Hair, Black & Babin, 2014). The collected data were vetted for missing values,
detection of outlier, data normality and multicollinearity. Details are presented below.

Using descriptive statistics, out of 4,248 data elements only 12 were found to be missing in
the data set. This constitutes 0.28% of the data set which is far below the 10% benchmark
and therefore was ignored. However, the missing values were replaced using mean
substitution. Mean substitution is the most commonly used method for replacing missing
values (Hair et al., 2014).

Detecting outliers for multivariate analysis such as this study is best detected by using
Mahalanobis distance (D?). Thus, this study used Mahalanobis distance (D) to detect
outliers and Five (5) cases were detected as outlier and were deleted from the data set. 113
cases of 118 useful copies of questionnaires were used for analysis, as a result of the
deletion of 5 cases from the data set.

Normality test was carried out on the basis of individual items measuring the constructs in
the study. The study utilised skewness and kurtosis statistics to assess the normality. While
skewness measures the symmetry of the distribution, kurtosis measures the peakness or
flatness of a distribution (Hair, et al., 2014). To them, if the variation from the normal
distribution is sufficiently large, all resulting statistical tests are invalid. Critical value of
+2.58 (.01 sig level) and +1.96 (@ .05 sig level) are benchmark. The result of this test
showed that all items are relatively normal as shown in figure 1 below.
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Figure 1 Histogram
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Source: Field Survey, 2019

The study tested multicolinearity using variance inflation factor (VIF). A VIF figure above
> 5 shows serious multicollinearity (Kothari & Garg, 2014). However, there was no
problem of multicollinearity as all VIF figure in Table 2 are below the threshold.

Table 2: Multicollinearity Statistics: VIF Values

Construct VIF
Technology risk management 1.679
Personnel risk management 1.002

Source: Field Survey, 2019

This section presents demographic characteristics of respondents. These include gender
distribution, age distribution, academic qualification, and years in which respondents have
been working with their organisations. The results are presented in Table 3.

Table 3 shows that the majority of the respondents that participated in this study are male
constituting of 68 respondents, which is equivalent to 60 percent of the total responses
usable for the analysis of this research, whereas 45 participants representing only 40
percent of the total respondents are female. This implies that the rate at which men
responded was higher than that of women. Therefore, the men constitute largest respondent
in this study. Also, from the Table 3, it can be deduced that only 6% of the sampled
respondents are between the ages of 18-25. More so, 29 of the respondents are between the
ages of 26-30, representing 26%. 38% of the total respondents are between the ages of 31-
35. Respondent above 35 years are 34, presenting 30% of total respondents. This implies
that most of the sampled respondents of this study are those between the ages of 31-35.

Information on the academic qualification of sampled respondents are as follows; 29% are
holders of either national diploma or higher national diploma. 49% are first degree holders,
while 15% either have a postgraduate certificate or are postgraduate students, while 7%
hold degrees that are not specified in the study. The respondents of this study include;
national diploma/higher national diploma, first degree holders and post graduate. It can be
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deduced that the most of the respondents are degree holder as they cover 49%, while the
next is diploma (ND/HND) which covered 29%, follow by post graduate which covered
15% while 7% represent others. This implies that most of the respondents of this study are
all literates and will be suitable for this study.

Moreover, as indicated in Table 3, 11 respondents constituting 10% of the total responses
have been working with the micro finance bank less than a year, while 24 respondents
constituting 21% of the total response have been working within a period of one to five
years. On the other hand, 78 respondents which constitute 69% of the total response have
been working over five years. This therefore implies that most of the respondents for this
study have been working with the micro finance bank for more than five years. Thus, they
are suitable for data collection as a result of their long year of services in the work.

Table 3: Demographic Characteristics of Respondents

Characteristics Frequency Percentage Cumulative Percentage
Gender Male 68 60 60
Female 45 40 100.00
Age Distribution 18-25 7 6 6
26-30 29 26 32
31-35 43 38 70
Above 35 34 30 100
Academic ND/HND 33 29 29
Qualification B.SC/BA 55 49 78
Post Graduate 17 15 93
Others 8 7 100
Working Under 1 year 11 10 10
Experience 1-5 year 24 21 31
Over Syears 78 69 100

Source: Field Survey, 2019

In order to determine the effects of operational risk management practices on financial
performance of micro finance bank in Kwara State, Nigeria, the study applied
bootstrapping analysis. Bootstrapping analysis otherwise known as Structural Equation
Model (SEM) provides opportunity to assess unobservable variables with indicators
(Sander& Lee, 2014). Also, Akter, FossoWamba, & Dewan (2017) opined that the best
way to measure research that involves in survey method is through bootstrapping or
structural equation model, because it provides exact relationship between indicator and
latent variables of the study.
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As indicated in figure 4.4, Bootstrapping was done by using 5000 numbers of subsamples
together with 113 cases in order to determine the effect of operational risks management on
the financial performance of microfinance banks. Based on the result, figure 4 is presented,
which shows the structural model of the relationships between the exogenous variables
(financial performance) and endogenous variable (operational risk management practices)
of the study.

Figure 4 Bootstrapping Analysis

Source: Field Survey, 2019

Table 8 presents the path coefficient which indicates the Beta Value, Standard Error,
Adjusted R Square and Decision Rule of hypotheses tested in the study.As indicated in
Table 4.8 below, technology risk management has positive effect on financial performance
of micro finance banks in Kwara State ($=0.311, t>1.96) and significant at 5%. Personnel
risk management has positive effect and significant at 5% on financial performance of
micro finance banks in Kwara State at Beta Value of 0.210, t>1.96.and significant at 5%.

Table 8: Path Coefficients

Hypotheses B Value Standard Error T Statistics Decision
TRM -> FIN 0.311 0.101 3.079 Rejected
PRM -> FIN 0.210 0.092 2.290 Rejected

Decision Rule: T-Statistics >1.96
Source: Field Survey, 2019

It is important to assess the size of effect for the relationships between internal process risk
management, technology risk management, personnel risk management, compliance risk
management and financial performance of micro finance bank in Kwara State. The result is
presented in Table 9.

TRM represents Technology Risk Management, and PRM represents Personnel Risk
Management. Table 9 shows effect of size computed as the increase in R? relative to the
proportion of variance that remains unexplained in the endogenous latent variable. R-
square change is the change in R? when a causal (exogenous) factor is removed from the
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model. The f-square coefficient is constructed equal to (R®original — R?mitted) / (1-
RZoriginal). The R? without IPRM was 0.677, for TRM, it was 0.667, PRM was 0.655 and
CRM was 0.573, TRM was 0.034, PRM was 0.071. The larger the R2 change, the more
impacting that factor reduced the explained variance in financial performance of micro
finance banks.

Table 9: Effect Size for the Relationship

R Square  0.678

Construct Unexplained R? change F? change
TRM 0.322 0.667 0.034
PRM 0.322 0.655 0.071

Source: Field Survey, 2019

The term co-efficient of determination is another technique for determining structural
equation model in the Partial Least Square Structural Equation Model (PLS-SEM).Thus, it
helps in determining the proportion of variation in the dependent variable that is being
explained by its independent variables (Hair, Sarsted&Ringle, 2012). It is also used to
determine the goodness of fit of a model. That is, the more the value closer to 0.1, the more
goodness of fit of such model or vice versa. The acceptable value of co-efficient
determination (R?) varies across different researchers. There is no prescribe acceptable
value for it (Hair, et al., 2010). However, Falk and Miller (1992) proposed an acceptable
minimum R? to be 0.10. Meanwhile, Chin (1998) opined that for R* to be accepted as
weak, moderate and substantial in the PLS-SEM, it must be 0.19, 0.33 and 0.67.

As displayed in Table 10 below, R square is 0.678, meaning that 67.8% variance in
financial performance of micro finance banks in Kwara State is accounted for by that
internal process risk management, technology risk management, personnel risk
management and compliance risk management. Thus, operational risk management
practice is accounted for 67.8% changes in the financial performance of micro finance bank
in Kwara State, Nigeria. This implies that proper management of operational risk (internal
process risk, technology risk, personnel risk, and compliance risk) will cause 67.8%
positives change in the financial performance of micro finance bank. Also, the value of R
square for this study showed that the model is of goodness of fit and it is substantial
enough to explain the variation that take place between variables as suggested by Falk and
Miller (1992).

Table 10 coefficient of determination

Variables R? ADJ R?

OP> FIN 0.678 0.678

Sources: Field Survey, 2019
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This section provides answer to the hypotheses that were formulated in chapter one. These
hypotheses were tested using Partial Least Square Structural Equation Model (PLS-SEM).
The overall result showed the goodness of fit (0.678) and all the variables for operational
risk management practices in relation to financial performance were significant at 5% and
have positive influence on the financial performance of micro finance bank in Kwara State
as displayed in tables 8 and 10.

As indicated in Table 8, row 2 column 2 above, the result shows that technology risk
management is positively and significantly ($=0.311, t>1.96) influenced the financial
performance of micro finance in Kwara State at 5% level. This led the study to reject the
null hypotheses and accept the alternative hypotheses. This implies that, there exist a
positive and significant relationship between technology risk management and financial
performance. The beta coefficient value (5=0.311) can be interpreted as for any 1%
changes in the management of technology risk of micro finance bank (i.e increasing in
provision of external hard disk for software backup data in the bank) will cause their
financial performance to increase by 31.1%.The implication of this is that , there is a direct
relationship between technology risk management and micro finance bank ‘s financial
performance such that if there is effective management of technology risk ,then the
financial performance will be increased.

As indicated in Table 8, column 3 row 3 above, personnel risk management has direct
influence and significant at 5% level (0.210, t>1.96) on the financial performance of micro
finance bank in Kwara State. This led to rejection of null hypotheses and acceptance of
alternative hypotheses. The coefficient value (0.210) implies that, for any 1% changes in
the management of personnel (increasing in employment of skilled staff) will cause their
financial performance to increase by 21.0%. This implies that, there is a positive
relationship between personnel risk management and financial performance of the banks.
From this, it can be seen that, if micro finance bank manage their personnel risk through
employment of skilled staff, regular training and seminar for employees, this will cause
their financial performance to increase.

Similarly, technology risk management has positive effect on financial performance of
micro finance banks in Kwara State (=0.311, t>1.96) and significantly at 5% level. Thus,
it is understood that technology risk management has influence on the financial
performance of micro finance banks in Kwara State. Therefore, proper management of
technology risk will cause changes to financial performance of micro finance banks
positively. Also, operational risk management is significant and have positive effect on
financial performance of micro finance banks through technology risk management. This is
in line with the work of (Kamssuet al, 2003; Sadeghimaneshet al, 2013; Barrett, 2016). In
their study, they found a significant effect of technology risk management on the financial
performance. Moreover, it is in line with assumption of contingency which both state that
proper technology risk management will reduce system failure and improve financial
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performance of micro finance bank. However, this result is in contrast with the studies of
Chernobeiet al, (2011) which claims that there is no effect of technology risk on the
financial performance.

Personnel risk management has positive and significant effect on financial performance of
micro finance banks in Kwara State at Beta Value of 0.210, t>1.96 at 5% level. This
implies that any positive change in personnel Department will also generate positive
change as well in the financial performance. Thus, proper management of personnel risk
will result in the improvement of the financial performance of micro finance bank in Kwara
State. This result is in line with findings of Okekeet al, (2018) which examined the effect
of operational risk and organisational performance in Edo state. The result also supports
the assumptions of contingency theory which states that proper management of personnel
risk will eventually improve the financial performance of micro finance banks. Thus, there
exists a positive linkage between operational risk management and financial performance
of micro finance banks in Kwara State through personnel risk management. However, the
finding is in contrast with the work of Chernobeiet al, (2011) which found out that, factors,
such as personnel risk management, fraud, processes were not determinants and do not
have any influence on financial performance.

5. Conclusion and Recommendations

Based on the discussion of findings earlier stated in section four, it can be concluded that
there exists a strong linkage between operational risk management practices and financial
performance of micro finance banks in Kwara State. Two variables were used to measure
operational risk management which includes; technology risk management, personnel risk
management on a five-point likert scale. And all were found significant as follows:
Technology risk management as a proxy for operational risk management found to be
significant at Five percent ($=0.311, t>1.96). And therefore, proper management of
technology risk will bring positive effect on the financial performance of micro finance
bank. Personnel risk management was found to be positive and significant at Five percent
(5) (0.210, t>1.96) and have influenced the financial performance of micro finance bank
in Kwara State. Thus, effective management of personnel will eventually result to high
financial performance of micro finance bank.

The result showed that technology risk management has direct influence and significantly
related to the financial performance. Following it effects ($=0.311) on the financial
performance of micro finance bank which can be interpreted as it constitutes 31.1%
changes in the financial performance. The study recommends that, there is need for
microfinance banks to adopt changes in technology system and update their technology,
machine, build external storage device to avoid crashing of software. Regular back up of
important files, and document of customer should be ensured. Furthermore, the result of
third hypotheses showed that, there is positive influence of personnel risk management on
the financial performance of micro finance bank and its portion in the financial
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performance as 21% led to this recommendation. Micro finance banks need to improve in
the area of personnel by employing qualified and competent staff, provision of continuous
capacity building for their staff and presence of effective human resources team.
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Abstract

The environment is as important as human life because it is the environment that shelters
the earth and enables life to exist with essential elements and compounds like nitrogen,
oxygen, carbon dioxide, water vapour etc. On this note, it becomes essential for human
beings to, as a matter of necessity properly manage the environment for life sustenance. In
Nigeria, there are several policies of government to protect environment to safeguard
human survival. These policies deserve review and assessment to see their effectiveness on
the protection of the environment. To properly take off, the study adopts secondary source
of data using published and unpublished relevant materials. The study adopts the theory of
Environmentally Responsible Behaviour (ERB) as a theoretical framework which serves as
a foundation upon which the discussions of this study are based. The study deduced that
human activities on the environment earnestly change the face of the earth, the nature of its
atmosphere, and the quality of land, water, air, forest, etc. Many of the environmental
policies in Nigeria are outdated and many fragmented. Many of them were not formulated
with contributions from informed masses nor based on nationally generated baseline data.
Participation of the people in policy formulation and implementation is lacking. The paper
identifies challenges confronting the management of environment in Nigeria and policy
options are provided.

Keywords: Environment, Policies, Human Life, Atmosphere, Earth

1. Introduction

Environment is the atmosphere that shelters the earth from excessive amounts of ultraviolet
radiation and enables life to exist with a gaseous mixture of nitrogen, oxygen, carbon
dioxide, water vapour, other elements and compounds, and dust particles. The soil is the
thin mantle of material that supports terrestrial life. Land, water, air mineral resources and
forest are the major elements of the environment, which are dependent on the earth’s living
organisms including human beings survivals. Plants use water, carbon dioxide and sunlight
converted to raw materials into carbohydrate through photosynthesis. Animal life in turn is
dependent on plants, in a sequence interconnected relationships or union as food (Adekola,
2011).
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The environment is the life support system given by the Creator to mankind. Sometimes in
the past, the three components of the environment -air, soil and water - were pure, virgin,
undisturbed, uncontaminated and basically most hospitable. But, the reverse is the case
today because progress in science and technology is also leading to environmental
degradation and serious ecological imbalance, which in the long run, may prove disastrous
for mankind (Eneh and Agbazue, 2011:490-491). However, when the natural environment
of the planet has degenerated to such an extent, that the biodiversity and general health of
the planet is subjected to drastic reduction, and the earth’s natural surroundings are the
deteriorated as a result of excessive exploitation of the available resources, land water, air,
mineral resources etc, environmental depletion/degradation is said to have occurred.

Eneh et’al (2011:492) are of the opinion that in quest for economic development, which
seeks to increase the quantum of economic output without caring about the short- and long-
term short-changes of human and material resources arising from the process, the activities
of people and nations conquer and wreck the world, rather than sustain it for the present
and future generations. Progress in agriculture, industry, transportation and technology is
usually the barometer of economic development of any nation. Such activities of man have
created adverse effects on all living organisms in the biosphere. Rapid industrialisation has
left with us polluted rivers, contaminated soil, depleted wildlife and exhausted natural
resources. As a result, the environment of today has become foul, contaminated and
harmful for the health of living organisms, including man. The unlimited rapacious
exploitation of the splendid of nature by man has disturbed the heritage of ecological
balance existing between living and non-living components on the earth planet. This
undesirable situation created by man has threatened the survival of man himself and other
biota on the earth.

It is a common knowledge now that a crisis of global proportion is, and has been affecting
the human environment, through pollution of the atmosphere and of maritime, coastal, and
inland water, through depletion of rural lands, through destruction of ecological balance of
natural areas and through the uncontrolled depletion and ravaging of the world natural
resources. Therefore, the historic United Nations conference on the Human environment
held in Stockholm from 5-16 June, 1972, pursuant to the United Nations General Assembly
Resolution of December 1968, represented the first major effort to solve the global
problem of protection and improvement of the human environment by international
agreement on a universal a level as possible (Stark, 1989:405). Large numbers of
environmental guidelines were drawn in the conference.

To protect the environment from the adverse effects of pollution, many nations worldwide
have enacted legislation to regulate various types of pollution as well as to mitigate the
adverse effects of pollution. For instance, Nwafor (2006:33) observes that Clean Air Act of
1956 and the Electronic Waste Recycling Act or Senate Bill 50 was signed into law in
2004 by the government of the United States of America (USA). The bill provides for the
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establishment and funding of a programme for consumers to return, recycle and ensure safe
and environmentally sound disposal of covered electronic device. Pollution control is a
term used in environmental management. It means the control of emissions and effluents
into air, water or soil. Without pollution control, the waste products from consumption,
heating, agriculture, mining, manufacturing, transportation and other human activities,
whether they accumulate or disperse, will degrade the environment.

The health of the environment is a good indicator of the health of any nation. Governments
have a duty to give the environment topmost priority beyond mere political
pronouncements. The ravages of pollution, deforestation/desertification, and erosion and
sundry manifestations of environmental degradation show that much still needs to be done
to ensure environmental protection in Nigeria. A wide gap exists between pronouncements
and action and this need to be urgently closed because the vast majority of Nigerians live
close to the environment.

It is against this backdrop that this paper examines some of the environmental policies and
laws in Nigeria and their effectiveness to aid a healthy environment in the country and
suggests policy options that will allow Nigerians to live a healthy life

2. Literature Review

Theoretical Framework

The study adopts the theory of Environmentally Responsible Behaviour (ERB) which
serves as a foundation upon which the discussions on this study are based. According to
Elijah (2017), the theory of environmentally responsible behaviour was proposed by Hines,
Hungerford and Tomera. The model argues that possessing an intention of acting is a major
factor influencing ERB. It is an intention to act and have locus of control. On
environmental management, the theory of Environmentally Responsible Behaviour hinges
on the way and manner by which individual behave to the management of environment.
Individual, apart from having the environmental knowledge which could prompt them to
have a good attitude which could translate to good intentions to act; individuals may go
through the internal and external control, such as being influenced by actions of others
towards the environment. The policies and law initiated by government also could be seen
as an attitude towards the management of the environment. If the attitude or efforts of
individual and government fail to provide desirable environmental friendly to inhabitants,
it means that the theory of Environmental Responsible Behaviour’s objective has been
defeated. This is the picture of what is obtainable on the environmental management by
individuals and government in Nigeria.

Conceptual Clarification

The concept of environment, in its broadest sense is defined as including water, air, soil,
flora and fauna. According to Marie-Louise (2009:156) in the 1972 Stochholm Declaration,
environment is also ‘especially representative samples of natural ecosystems’ are included
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in the definition. The term environment could be said to cover all those elements which in
their complex inter-relationships from framework, setting and living conditions for
mankind, by their very existence or by virtue of their impact. Marie-louise (2009: 156) also
cited the New Zealand Environment Act of 1986, where the environment is defined as
including: ecosystems and their constituent parts; all natural and physical resources; and
the social, economic, aesthetic and cultural conditions which affect the environment or
which are affected by change to the environment

According to Marriam-wesber dictionary (1828)’s definition of environment, it is the
circumstances, objects, or conditions by which one is surrounded. It is also the complex of
physical, chemical, and biotic factors (such as climate, soil, and living things) that act upon
an organicsm or an ecological community and ultimately determine its form and survival.
It is the aggregate of social and cultural conditions that influence the life of an individual or
community.

Meanwhile, policy is a course of action adopted by any given society or an organisation. It
is often referred to as the laws, regulations, administrative guidelines, procedures and
finding criteria established by a given society or an organisation (Yusuf, 2019:1). Policy is
the general principles by which a government is guided in its management of public affairs.
As applied to a law, policy is ordinance, or Rule of Law, the general purpose or tendency
considered as directed to the welfare or prosperity of the state or community. Now
environmental policy is a written statement, usually signed by senior management, which
outline a business’ aims and principles in relation to managing the environmental effects
and aspects of its operation. Environmental policy is a policy that pertains to our
interactions with our environment. Its main goal is to regulate resource use or reduce
pollution to promote human welfare and or protect natural system.

Environmental Policies and Laws in Nigeria

Most scientists agree that if pollution and other environmental deterrents continue at their
present rates, the result will be irreversible damage to the ecological cycles and balances in
nature upon which all lives depend. Scientists warn that fundamental, and perhaps drastic,
changes in human behavior will be required to avert an ecological crisis.
To safeguard the healthful environment that is essential to life, humans must learn that the
earth does not have infinite resources. Th earth’s limited resources must be conserved and,
where possible, reused. Furthermore, humans must devise new strategies that mesh
environmental progress with economic growth. The future growth of developing nations
depends upon the development of sustainable conservation methods that protect the
environment while also meeting the basic needs of citizens (ERA, 2015:2).

Many nations have acted to control or reduce environmental problems. For example, Great
Britain has largely succeeded in cleaning up the waters of the Thames and other rivers, and
London no longer suffers the heavy smog caused by industrial pollutants. Japan has some
of the world’s strictest standards for the control of water and air pollution. In Canada, the
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Department of Commerce has developed comprehensive programs covering environmental
contaminants (ERA, 2015: 4).

In the United States, the Environmental Protection Agency (EPA) was established in 1970
to protect the nation’s natural resources. In addition, the U.S. Congress has provided
governmental agencies with legislation designed to protect the environment. Many U.S.
states have also established environmental protection agencies. Nigerians see the utilitarian
as well as aesthetic nature of their environment. They see the inherent opportunities for
meeting their needs through farming, games, fuel and fishing. The environment is indeed
the source of diverse resources upon which life is sustained. The process or mode of
extraction utilised to meet that end can reverse this life-giving relationship. Thus the
environment that gives life can also become a lethal space.

During the colonial era, regulation of economic activities, considered significant for the
realisation of economic interest of the colonizer, for the purpose of protecting the
environment was not popular among policy makers. If at all, it was mostly restricted to
public health and sanitation. Today general notion of environmental concerns go little
beyond the infamous monthly environmental sanitation exercises and demolitions of
alleged illegal structures. The question of determining the role played by Nigerian state in
this process requires understanding, conceptually, the character of environmental policy
making, legislations and implementation processes in Nigeria. There are several
environmental policies and legislations in Nigeria with responsibilities of environmental
protection as a measure to address environmental problem.

ERA (2009) is of the view that there are two phases of environmental regimes in Nigeria:
the era before 1988 and post-1988.The former consist of laws, including those formulated
by the colonial state, in which protection of the environment from oil exploration and
production activities was supposed to be implanted. In this era, there was neither a national
policy on environment nor concern for protection of the environment. These regimes took
the form of Acts, Decrees, Legislations and Edicts. Although many of them cannot stand
alone as environmental laws, they are embedded in other substantive laws or policies that
can be invoked for the protection of the environment. The Minerals Act (CAP 121) of
1958, for example, has provisions for measures that must be taken to prevent and regulate
pollution of ecosystems. This, to some extent, is admirable, for a colonial government,
habitually berated for being insensitive to socio-economic and environmental needs of the
colonized.

The Petroleum Act of 1969, amended by Decrees No.16 of 1973, No. 49 of 1976, and
No.37 of 1977, has remained a major law environmental law in oil and gas industry in
Nigeria. It vests ownership of petroleum in the state. It also makes provision for protection
of pollution of inland waters, rivers, water courses, the territorial waters of Nigeria or the
high seas by oil,, mud or other fluids or substances which might contaminate the water,
banks or shoreline or which might cause harm or destruction to fish, water or marine life
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and where any such pollution occurs or has occurred, shall take prompt steps to control and
if possible, end it. Full enforcement of this law is currently lacking. This remains an
obstacle to protecting the environment from oil pollution (ERA, 2009).

The post-1988 era is marked by rules, regulations and standards on the protection of
environment in Nigeria beginning from 1989. It is instructive that Nigeria signed most of
its international treaties and conventions on environmental issues during this era. For
example, Nigeria signed the international Oil Pollution Response Co-operation Convention
in 1990. It also formulated the National Oil Spill contingency Plan in that year, for which
the National Oil Spill Detection and Response Agency (NOSDRA) is expected to
coordinate its full implementation. Following adoption of the International Convention for
the prevention of pollution of the sea by oil in 1954, the Oil in Navigable Waters Act was
formulated in 1968 (ERA, 2015: 2). There has been no substantial progress in the
implementation of both the Minerals Act and the Petroleum Act of 1969 especially in the
areas of monitoring and control of effluent discharge, oil spill contingency plan, oil spill
records and so on. Other environmental policies and legislations in Nigeria that are of
relevant to examine in this paper include:

Constitution of the Federal Republic of Nigeria (1999): the constitution as the national
legal order recognises the importance of improving and protecting the environment and
makes provision for it.

-Sections 20, 12, 33 and 34 make it an objective of the Nigerian state to improve and
protect the air, land, water, forest and wildlife of Nigeria; establish, though impliedly, that
international treaties (including environmental treaties) ratified by the National Assembly
should be implemented as law in Nigeria; sections 33 and 34 which guarantee fundamental
human rights to life and human dignity respectively, have also been argued to be linked to
the need for a healthy and safe environment to give this rights effect.

National Policy on Environment (NPE): An international workshop, which held from
September 12 to 16, 1988 in Lagos, lead to an end of the pre-1988 era. The workshop
introduced the new era by setting the stage for the emergence of an NPE which was
previously non-existent. Nigeria is committed to a national environmental policy that will
ensure sustainable development based on proper management of the environment. This
demands positive and realistic planning that balances human needs against the carrying
capacity of the environment. This requires that a number of complementary policies,
strategies and management approaches are put in place which should ensure, among
others, that: Environmental concerns are integrated into major economic decision- making
process; environmental remediation costs are built into major development projects; and
economic instruments are employed in the management of natural resources;
environmentally friendly technologies are applied; (ERA, 2015)
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Environmental Impact Assessment Degree (EIA): The promulgation of the Environmental
Impact Assessment Decree (EIA) No. 86 of 1992 has been a milestone in the provision of
opportunities for involvement of local communities in the prevention of oil pollution.
Unfortunately, this has not been realised. The Act has potential for the promotion of
environmental democracy across the nation because it requires the participation and
consultation of communities wherever large-scale projects are to be executed or where
major land conversions are proposed to take place. It provides a tool for community
engagement when lands are to be taken up for plantations, farms, industrial set-ups, etc
(Eneh and Agbazue, 2011:495).

Federal Environmental Protection Agency (FEPA): This agency was established as a
result of illegal dumping of toxic wastes of Italian origin on Nigeria soil at Koko in Delta
state. The uproar created by this illegal action led to the establishment of this agency. It
was established by Decree NO 58 of 1988 (Adekola, 2011:49). The agency was fully
accredited as the official Ombudsman of the nation’s environment, an umbilical cord that
connects FEPA and National Policy on Environment. The law established the agency,
among other things to establish and prescribe national guidelines and standard for
environmental management, such as water quality, air quality, noise levels etc, and to
monitor and control the movement of hazardous substances, and supervise and enforce
compliance with environmental law so that pollution can be prevented and controlled
(Agbu, 2005:58).

Land Used Decree Act (1978): This Act places the ownership, management and control of
land in the states of the federation through the office of the Governor of each state. The
land is held in trust and administered through the government authority to the use and
benefit of Nigerians. Prior to Land Used Decree of 1978, the 1965 Grazing Reserve Law
had been enacted with legal backing to the acquisition of grazing reserves. The law gave
the then regional governments and Native Authorities powers to acquire native land and
constitute in to grazing reserves (Agu, 2005 ).

National Environmental Standards and Regulation Enforcement Agency (NESREA) Act
2007: This Act replaced the Federal Environmental Protection Agency (FEPA) Act. It is
the embodiment of laws and regulations focused on the protection and sustainable
development of the environment and its natural resources. NESREA has several regulatory
bodies under it, which include: National Effluent Limitation Regulations, National
Environmental Protection (Pollution Abatement in Industries and Facilities Producing
Waste) Regulations 1991 and the Federal Solid and Hazardous Waste Management
Regulations (1991). These regulatory bodies under NESREA are charge with the
responsibilities of regulating the activities of industrial and other companies on the
protection of environment (Eneh and Agbazue, 2011: 494).

Water Resources Act 101 (1993): This law vests on the Federal government of Nigeria
through the Federal Ministry of Water Resources, the right to regulate, develop and license
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all water operators in Nigeria. There are several water regulation agencies in Nigeria which
include: National Water Ways Authority, River Basing Development Authority, the
National Water Resources Institute, Nigeria Shippers Council, National Maritime
Authority and National Agency for Food and Drug Administration and Control
(NAFDAC). There is also Navigation Waters Act provides for the implementation of the
international convention for prevention of pollution of sea by oil and provide for remedies
against such pollution (Christopher, 2004:160).

Nigerian Urban and Regional Planning Act, Cap N138, LFN 2004: This Act is aimed at
overseeing a realistic, purposeful planning of the country to avoid overcrowding and poor
environmental conditions. In this regard, sections 30 (3), 39 (7), 59 and 72 require a
building plan to be drawn by a registered architect or town planner; an application for land
development would be rejected if such development would harm the environment or
constitute a nuisance to the community; it is an offence to disobey a stop-work order with a
fine not exceeding N10,000 (Ten thousand naira only) and in the case of a company, a fine
not exceeding N50,000; provide for preservation and planning of trees for environmental
conservation(ERA, 2015).

Harmful Waste (Special Criminal Provisions) Act, Cap HI, LFN 2004: This Act prohibits,

without lawful authority, the carrying, dumping or depositing of harmful waste in the air,
land or waters of Nigeria. Sections 6, 7 and 12 provide relevant punishment for the
offenders (ERA, 2015).

The Environmental Impact Assessment Act: The environmental assessment Decree No 86
of 1992 has come as a fitting compliment to the FEPA Decree in the important area of land
utilisation and siting of industries. The principal goal of this enactment was stated under
section 1 which is to ensure that possible negative impacts of development projects are
predicted and addressed prior to any project take-off. The effect of this is to promote
sustainable development. The second phase of this assessment is referred to as
environmental audit. This process which culminates in the writing of an environmental
audit report compliments the process of an environmental impact assessment and in some
instances supplement it. In furtherance of the objectives of this Act, FEPA established
saddled with the responsibilities of ensuring enforcement and compliance with provision of
the act in every aspect of the nation’s development efforts. It is clear that this Act provides
machinery for enhancing sustainable development in Nigeria but how far has this been
achieved not to be exercised arbitrarily. There is a provision for giving a hearing to
interested parties and members of the public if their interest would be injuriously affected
((Eneh and Agbazue, 2011).

The Mineral and Mining Act: The process of minerals and mines exploration and
exploitation is one that can result in serious environmental degradation and damage.
Section 65 of the Act prohibits the pollution and causing to be polluted any water or water
course by any person in the course of mining or prospecting for minerals. Furthermore,
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section 33(4) mandates any holder of a prospecting right upon completion of prospecting
operations to fill up any shafts wells, holes or trenches made by him and to restore the land
to its original state. Section 254(1) of the Act provides for the establishment of the mines
field police (drawn from Nigerian police) for the purpose of enforcing compliance with the
provision of the Act and of regulation made there under (Uche, 2000). All the above
provisions, inter alia, are geared towards sustainable use and exploitation of the
environment. We however wonder as to the failure to establish the minefield police as
provided under the section. One then wonders if the entire minefield which has resulted
into death of many was not dug by miners and they are still there. And the important
question at this juncture is, how many arrest have been made by mine police since the
inception of the above provision.

The Harmful Waste (Special Criminal Provision Etc) Act 1988: The Act was enacted with
the specific object of prohibiting the carrying, depositing and dumping of hazardous wastes
on any land, territorial waters and matters relating thereto. This Act is essentially a penal
legislation. Doing any of the acts or omission stated in the section 12 of the act constituted
the offences. The jurisdiction of the Act is far reaching as it sought to remove any
immunity conferred by diplomatic immunities and privileges Act on any person for the
purpose of criminal prosecution (Eneh and Agbazue, 2011: 493). It however important to
note that despite its far reaching jurisdiction, it focuses mainly on criminal prosecution of
damage and does not provide compensation to the victim of the damage.

There are also Nigerian national environmental laws derived from international laws.
Between 1963 and 1990, Nigeria is signatory to a number of international laws, including
Mineral Oil (Safety) Regulations Act 1963, Petroleum Regulations Act 1967, Oil in
Navigable Waters Act 1968, Petroleum (Drilling and Production) Regulation Act 1969, Qil
Terminal Dues Act 1968, Associate Gas Reinjection Act 1979, Petroleum Amendment Act
1973 and Harmful Wastes (Criminal Provisions) Act No. 42 of 1988.

Some other diverse pieces of legislation, which fall within the ambit of environmental
protection, include Civil Aviation Act 1964, Antiquities Act 1915 (1958), Live Fish
(Control of Importation) Act 1965, Explosives Act 1964, Territorial Waters Act 1967,
Exclusive conomic Zone Act 1958, Petroleum (Drilling and Production) Regulations Act
1969, Nigerian Atomic Energy Commission Act 1976, Natural Resources Conservation
Act 1989, River Basin Development Authorities Act 1987, Sea Fisheries (Licensing)
Regulations 1992, Quarries Act 1969, Land Use Act 1972 and National Parks Acts 1991

3. An Overview of Environmental Management in Nigeria

There are clear indications that the environment is depleted across the world, which could
be natural in origin, or cause by human activities. There are a number of ways in which
environmental degradation can happen. In a classic case, resources simply become
depleted. The daily visible pollution, abuse of, and threat to the ecological system, posted
by the impact of man’s activities, technological and industrial development on the essential

125



Publication of the Faculty of Management & Social Sciences, IBB University, Lapai, Niger State-Nigeria
ol. 12 No.2, December, 2020 ISSN:2006-6473

@ LAPAI INTERNATIONAL JOURNAL OF MANAGEMENT AND SOCIAL SCIENCES

components of the natural environment of Nigeria, that is, the air land and water belie any
appearance of complete ignorance on the part, of Nigerians environmental management
agencies (Adekola, 2011:50). Man's mismanagement of the environment in the form of oil
spills, gas flaring, dumping of hazardous substance on human habitation and other
environmental abuse constitute the major factors to environmental degradation and
consequently have negative impact on national security. In theory, therefore, effectiveness
of Nigeria's environmental policies and laws could be ascertained from the
comprehensiveness of its environmental regimes, but in practice, effective enforcement of
such rules and policies do not look promising. It is on this note that paper examines
environmental abuse and management on land, in water, in the air, during mineral
exploration and forest management in relation to Nigeria's environmental laws and their
respective management agencies. The paper also analyses lack of compliance to these laws
by people as well as poor enforcement of the laws by the agencies (Adekola, 2011:50).

Land degradation occurs when the value of the biophysical environment is affected by one
or more reasons. Land degradation remains an important global issue for the 20™ Century
because of its adverse impact. Land degradation is caused by agricultural practice, take
many forms and has many causes which include overgrazing soil erosion, soil sanitation
(build up of salts in soil that result in irrigation in certain situation); water logging,
conversion of tropical forests to agriculture. It is noteworthy that land is considered
deteriorated when its productivity is diminished. The World Resources Institute and United
Nations in a 1990 cited by Adekola (2011) survey estimated that the productivity of 17
percent of the earth’s vegetated land surface has been decreased by human activity. This is
equal to the land area of Africa. This figure includes land other than agricultural land in
particular. The World Resources Institute estimated in 1998/99 that each year, irreversible
degradation claims 3-6 million hectares of cropland. This translated in to a loss of almost %2
of 1% of global cropland per year.

It was reported in the World Bank report of 2008 cited by Adekola (2011) that in the
Northern part of Nigerian, increasing needs for food and firewood have resulted in the
deforestation and cultivation of steep slopes, causing severe erosion. In addition to the
problem is the loss of prime cropland to industry, dams, urban sprawl and highways.
Furthermore, soil erosion is accelerating every part of Nigeria and is degrading up to one
third of the crop and posting a significant threat to the food supply.

Evidently, it is obvious that Nigerians do not have respect for the rules and regulations that
guide the activity of man on environment. Lands are forcible allocation to themselves
without approved plan and permission from the constituted authority. There are many
illegal constructions built on erosion channel, blocking the water pathways and dumping of
refuge on water ways, this practice leads to diversion of erosion, causing severe damage on
property and destroying surface of the earth. For instance, in August, 2011, there were
massive floods record in The National Newspaper of Septemberl7 2011 in Ibadan,
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University of Ibadan was badly affected with over Nibilllion naira worth of property
destroyed.

Today in Nigeria, the Town Planning rules are neither obeyed nor enforced. There are
buildings under high tension wires and sewage land. Many houses that were pulled down in
the Nigerian Federal Capital (Abuja), during EI-Rufai’s administration as FCT minister are
typical examples. Lands, in Nigeria, were acquired illegally and houses were built on them
without approved plan, distorting town planning system which would have provided
healthy environment. This practice is commonly found in the cities in Nigeria.

Northern Nigeria is severely threatened environmentally. The area is semi-arid and
experiences variable and unpredictable rainfall, overgrazing and seasonal fires, combined
with poverty, increasing violence and population growth. Desertification is a major
problem in at least eleven states in this zone: Adamawa, Bauchi, Gombe, Borno, Yobe,
Jigawa, Kano, Katsina, Zamfara, Sokoto and Kebi States. Nigeria is said to be losing about
351,000 km2 to desertification representing 38% of its total land mass. Legislations aimed
at tackling the problem do exist. These include the National Environmental (Desertification
Control and Drought Mitigation) Regulations of 2011. Effectiveness of these legislations,
however, depends on the role being played by affected communities. At the moment such
roles are undermined and removed from the policy process. The policies and
implementation are rather top-down and propolicy elite, who are far removed from the
direct impacts of the problem (Eneh and Agbazue, 2011:495).

On the aspect of water, it is a universal resource and free occurrence in nature, is often
taken for granted and abused, especially in third world nations where information on its use
and management are neither readily accessible nor disseminated to society. Abundant as it
may be, water, in it clean state, is one of the elements in the word (Omole, et al., 2010; 35).
In order to prevent abuse, of the element of water, it is guided and protected by a body of
laws, politics and regulations.

In spite of enormous laws and regulatory agencies, Nigeria waters remain unsafe,
contaminated and polluted. Omode, et al., (2010) assert that industries are the leading
surface water pollution in Nigeria because of the high volume of water required to carry
out their economic activities. Study carried out by FEPA in 1995 on 200 industries in
Lagos revealed that only 18% of them performed any form of primary treatment on their
waste water before discharging them into nearby surface water. This shows that twenty
years after the publication of PEPA guidelines in 1991, industries are still flouting the
standards. Though recent statistics are not available, not much has changed in terms of
improvements from the scenario of 1995. Surface water in Lagos continue to be openly
polluted with impunity, just as law enforcement agencies look on helplessly (Omode, et al.,
2010).
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The World Health Organisation (2006) reported the contamination of ground water in the
coastal environment in Nigeria, which shows that the ground water in Port-Harcourt, a
town in the oil producing region had MPC of 1.8 milligrams per liter in 1987 as against 0.1
milligram per liter recommended by World Health Organisation. Furthermore, oil spill and
dumping of chemicals in the rivers and ocean damage coral reef, which are beauty of the
ocean and river. Examples of this lie within the coast lands of Niger-Delta (Adekola,
2011:53). Vast areas of Mangrove Wetland have been lost. Coral reefs continue to suffer
degradation and the total fish available for catching is declining. The lost is attributed to
frequent oil spills and dumping of hazardous chemicals in the water as a result of the
activities of oil exploration in the area. Policies put inplace by government to address this
kind of water pollution could not as it is poorly implemented.

Emission of organic pollution as a result of industrial activities is responsible for rapid
deterioration of water with definite health consequences for human pollution. There are a
number of specific environmental issues relating to the Nigeria water resources. First, there
is the prosblems of emissions of industries pollutants from industrial industries as
mentioned earlier, with main polluting substance indentified to include organic matter,
metal, minerals, and sediments, bacterial and toxic chemical. Christopher (2004) asserts
that estimated emission of organic water pollutants in Nigeria in 1980 amount to 72.082 kg
per day and this rose to 82.477 kg per day in 2000, representing 14.4% increase over the
period. This places the country as the third heaviest water polluter in Africa in 1980 and the
fourth in 2000.

A recent study of the discharge of heavy metals into the Challawa River in Kano can be
taken as an indication of the level of pollution of water bodies by industries in Nigeria's
key cities. The environment is impacted negatively by heavy metals in industrial effluents
into water bodies including River Challawa in Kano, Nigeria. Like other rivers, the
Challawa River is used for many purposes including irrigation, fishing and water supply.
Levels of heavy metals in such rivers exceed the maximum permissible limit of Nigeria
and WHO (ERA, 2015)

Summarily put, it is unfortunate that despite enormous laws and regulatory agencies in
Nigeria, water remains polluted, contaminated and unsafe. Hence, the ineffective
enforcement of environmental laws and attitude of Nigerians and companies need to be
rebranded with pro-active measures so as to have sustainable national security,

Air is a mixture of gases that compose the atmosphere surrounding earth. These gases
consist primarily of the elements nitrogen, oxygen, carbondioxide, water vapour and
others. The most attribute of air is its life sustaining property, human and animal life which
would not be possible without oxygen in the atmosphere Despite industrialised countries’
improvements on air quality by reducing particular matter and toxic chemicals like leads,
emission of suphur dioxide and nitrous oxide, the precursors of acid deposition still remain.

128



Publication of the Faculty of Management & Social Sciences, IBB University, Lapai, Niger State-Nigeria

LAPAI INTERNATIONAL JOURNAL OF MANAGEMENT AND SOCIAL SCIENCES
@ol. 12 No.2, December, 2020 ISSN:2006-6473

In Nigeria, the level of air pollution is enormous. The daily release of associated gas which
is separated from oil at flow stations in the oil producing region has been blamed for some
health problems such as asthma, bronchitis, skin problems and breathing problem in the
Niger Delta communities (Orubu; 2010). Environment is also polluted by toxic substances.
These are synthetic chemicals that enter the environment and persist there for a long period
of time. Major concentration of toxic substance occurs in chemical dump sites. If they seep
into soil and water the chemical can contaminate water supplies, air, crops, animals and it
has been associated with human birth defects, miscarriage and organic diseases. For
instance, in year 2000 when SPDC injected or dumped suspected substances of 1,200 litres
into well 3, Isoko in Delta State, Nigeria, the toxic waste was a major threat to over 50,000
inhabitants of Erovie communities in Ozoro, Delta State. It polluted the atmosphere with
harmful odours. People were reporting strange ailment. About 93 people including
pregnant women were reportedly killed as a result of direct contact with dumped waste.
Hundreds of people contacted various diseases from the waste dump.

Sometime in 2015 in Kwara state, the refusewere dumped in several places by the Kwara
state Ministry of Environment as a result of which nearby communities in these areas were
and are contacted various ailments. Olooru community in Moro Local Government is one
of the places affected by this. Youths in Olooru and surrounding communities protected
and disallowed the vehicles carrying this refuge to come to the dumping site.

To combat the scourge of pollution and related issues in Nigeria, there are some latent laws
put in place by the Nigerian government analysed in section 2 above. Generally, these laws
and enforcement agencies have neither been effective in curbing ecological damages
caused by oil pollution — gas flaring, oil spill and dumping of hazardous substance nor have
they been able to prevent activities deleterious to the Nigerian environment. The laws deal
with only measures to prevent pollution while they are silent on the consequences that
should follow when pollution occurs. Summarily put, if national security entails the
wellbeing of people and air pollution affects adversely the lives of the people, the pollution
of atmosphere has adverse effect on nation’s security.

Under the Nigerian legal system, forestry laws are essentially statutory laws. These are
laws passed by a legislative body, be it under a military government or under civilian
democracy. The subject of agriculture falls under the concurrent legislative list in the
Nigerian constitution. Consequently, both the federal and the state governments are
empowered to make laws on agriculture. In actual practice, the bulk of the laws on forestry
are made by each state of the federation, taking into cognizance their peculiar geographical
features (Peter; 2006:3).

Nigerian forests have been drastically destroyed as a result of human activities. It was
reported by the World Bank (2008 cited by Adekola, 2011) that human activities have had
a major impact on the loss and degradation of Africa’s tropical forest. Between 1990 and
2000, an estimated 5 million hectares (13 million acres) of forest were lost in Africa. The
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destruction has been especially significant in Madagascar and in West African countries
such as Nigeria, Ghana and Cote d’vore where population growth and agricultural
development have been rapid. Economic development schemes have harmed forests in
Nigeria. Forest have been cleared for large — scale plantation agriculture, flooded under
reservoir by the construction of dams and in the case of oil region, harmed by development
and pollution related to petroleum exploitation.

It was reported in the Nigerian Guardian of 5th August, 2010:28 “with oil exploration and
exploitation that takes place in the marginal oil fields in the forest area, carbon emissions
threaten and impact on ocean beds, aquatic life and coastalines, tackling flooding in Akwa
Ibom, especially in the areas neighboring the forest reserve. The forest in the region, one of
Nigeria’s 445 forest reserves, when first place in government gazette in the late 1950, had
an area of 310km?. By 1990s, owing to logging, farming and oil exploration, it had shrunk
to about 90 square kilometers”. Its gradual loss exposes coastal communities to the
unmitigated bashing of sea water.

This development is worrisome, considering the legal mechanism and management
structure put in place. Even as Nigeria is party to international agreements like
Desertification Convention and Oil Pollution Preparedness of Marine and Coastal
Environment, this devastating and catastrophic forest destruction still persist as Nigeria and
its law enforcement agents could not help the situation.

Nigeria has one of the highest rates of deforestation in Africa and this is not because there
are no policies, laws and regulations. Apart from the national forestry policy, some states in
Nigeria equally have laws governing forestry in their territories. There is also the Forestry
Law, Cap 55, the National Park Services Act of 1999 and the contentious Land Use decree
of 1978.The National Park Services Act allows the right of communities to participate in
the management of the parks. How this works out in reality is contestable. The Forestry
Law, Cap 55 also allows for community management of forests but realizing this requires
strenuous efforts by communities. Forest conservation in Nigeria faces many challenges
including conversion into plantations of rubber and palm oil as well as the entry of UN-
REDD programmes (Nwufo, 2010: 494). It is feared that the REDD programmes will bring
about restricted access to community forests and human rights infringements while at the
same time tacitly granting the rich countries the right to pollute at home thereby
compounding the threat of climate change that it is supposed to reduce. Dependence on
fuel wood for energy is a serious challenge all across Nigeria, and more so in forest deficit
zones such as Northern Nigeria. Careful management of forest resources would be help the
situation if holistic approach is adopted and built with close collaboration by communities.

On mineral exploration, the British started tin mining operations in Nigeria in 1904 and
were mining gold deposits by 1906. The mining Act was enacted in 1946 to regulate the
growing mining sector (Uche; 2000:1). Throughout the history of mining and irrespective
of the differences in jurisdiction, geology, technology and otherwise, the high risk nature of
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mining has not changed. Despite development which oversees the management of all
mineral resources, there are cases of illegal mining of mineral resources across the country,
which has caused serious devastating depletion on Nigeria environment. The mining law,
which is codified in the Federal Minerals and Mining Act of 1999 could not arrest this ugly
situation with adverse effects on the environment and livelihoods of people. This has
resulted in continued destruction of the earth crust through excavations in underground
mines and surface excavation in open pit, sending dust particles into the atmosphere. It is
obvious that mining have ecological effects. According to Uche (2000), a report of
environmental officials with the government of Plateau State indicates that 1,100 tin and
columbite mines, abandoned after the mining boom of the 1960s, now pose serious health
risks to as many as million people living in the area. Radioactive mine tailings were
reported to be a danger to local people living around mining fields in Jos, Barikin-ladi,
Bassa and Riyom districts.

After independence in 1960, the Nigerian government neglected the mining industry in
favour of the more lucrative oil sector. For more than five decades of oil explorations and
exploitations in Nigeria, there is surprising little good quality independent scientific data on
the overall or long-term effects of hydro-carbon oil pollution on the inhabitants. Oil led
development has clearly and seriously damaged the environment and the livelihood of
people in the area. There are numerous cases of oil spills and gas flaring as a result of
exploration and exploitation of oil in Niger-Delta, which pollute and deteriorate Nigerian
environment. Despite series of laws regulating oil exploration and exploitation are in place
which includes: the petroleum Act of 1969, the Associated Gas Re-Injection Act Cap 26
etc. as earlier mentioned in section 2, the catastrophic destruction of the environment by oil
exploration and exploitation continues.

Oil exploration and refining disrupts the fragile and dynamic equilibrium of the natural
environmental complex. The meta-stable parameters of the cobweb are altered. It is noted
that the seismic method employed by oil prospecting companies in the search for crude
petroleum involves the detonations of these explosives and send shock waves and
vibrations into the earth’s crust, thereby causing some level of damage to the earth’s
lithosphere materials. Hyginus (2003) opines that oil spillage activities have far reaching
implications on the soil structure. The presence of crude oil increases the anaerobic bacteria
which induces the content of oxygen in the soil, thereby altering the structuring and
textural characteristics of the soil. The oil producing region of Nigeria is threatened by
agricultural expansion as a result of oil pollution. For instance, Agbu (2005) reported that
about 3000 spills incidents were reported by the company operating in Nigeran. Indeed,
within this period, over 2 million barrels of oil spilled into the country’s terrestrial, coastal
and offshore marine environment. Similarly, Nigeria’s former minister of environment, Mr.
John Odey, disclosed in August, 24 and 28, 2010 that 3,203 cases of oil spillages occurred
in the country between 2006 and 2010.
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Despite all these enormous Laws and environmental agencies for the enforcement of the
law, pollution and degradation of the Nigerian environment by the activities of
multinational oil companies continue helplessly. It is more reasonable to hazard an
hypotheses that FEPA and NERSEA inefficiency and that of the Federal Ministry of
Environment is not unconnected with the lack of the political will on the part of
government functionaries to take pro-active steps in combating the increasing level of
environmental pollution, which has negative consequences on Nigerian environment and
the people.

On Solid Waste and Sanitation, the handling of solid and liquid wastes in Nigeria leaves
much to be desired. Where solid wastes are dumped at designated places, such dumpsites
are often abandoned burrow pits from where earth fillings may have been excavated for
roads or similar construction works. These pits are neither designed nor built to serve as
dumpsites. Hyginus (2003) opines that they are just holes in the ground and convenient
spots to keep wastes away from population centres. It would appear that the thinking is that
once the mountains of waste are not in sight, then they are safely kept away. But with pits
that are not lined, heavy metals and others get leached into the ground waters. Most of our
cities do not have integrated sewage handling systems and households and building
complexes are served by individual septic tanks and soak away pits. We need little
imagination to see that this is not a healthy way to dispose of wastes especially when we
know that the constructions of those pits are not closely supervised for quality control.
With little by way of recycling of waste products, plastics clog the Nigerian environment
causing serious nuisance and drainage blockages.

4. Challenges Confronting Environmental Management in Nigeria

In spite of enormous policies and laws put in place to manage Nigerian environment,
environmental management is confronted with several challenges which include the
following: firstly, it is evident that human attach on the environment without regard for the
policies and laws put in place by Nigerian government has great post serious threatens the
environmental sustainability. There is deforestation as a result of human activities,
destruction of threes without replacement; dumping of refuse in unauthorized places;
construction of buildings in an unapproved and unauthorized places, etc. depleting the
environment. Secondly, it is a known fact that some of the existing environmental policies
and laws are anti people and oppressive. This has stood as obstacle for the implementation
of these policies and laws. It is observed that many of the policies are outdated and many
fragmented. For instance, most of the environmental laws do not properly take care of the
inhabitants, especially their living conditions. Gas release in to the air and the oil spill in
the land and water without proper care for the health and occupations of the inhabitants is a
serious challenge to the environmental management in Nigeria. Thirdly, the existing
environmental policies and laws in Nigeria are poorly enforced by the environmental law
enforcement agents. The government law enforcement agents are inactive. Despite the
enormous policies and laws put in place, the country still witnessed highly environmental
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depletion as a result of the activities of people on earth. Land, forestry, water, air and other
environmental components are poorly managed and destroyed. Lastly, it is observed that
there is lack of political will on the part of the government towards environmental
management and inadequate equipments for environmental enforcement agents to forestall
any environmental emergency disaster.

5. Conclusion and Recommendations

The paper x-rayed environmental policies and legislations in Nigeria and examined the
performance of these policies and legislations in addressing environmental problems. It has
been argued that environmental threats are essentially linked to the activities of man and
lack of proper or adequate implementation of environmental policies and laws put in place
to control and manage the environment. Potential harm that environmental degradation
poses to societies and the people globally cannot be over emphasized. Environmental
elements like land, water, air, forest management and exploration of mineral resources are
extensively discussed. We deduced that human activities on the environment earnestly
change the face of the earth, the nature of its atmosphere, and the quality of land, water, air,
forest etc.

Thus, many of the policies are outdated and many fragmented. Many of them were not
formulated with contributions from informed masses nor based on nationally generated
baseline data, but on adapted guidelines and standards approved by the appropriate system
of the United Nations, thereby compromising socio-economic and climatic differences.
Participation of the people in policy formulation and implementation is lacking. The paper
identifies the following challenges: lack of political will on the part of government in the
management of the environment; there are some environmental laws that are anti people
and oppressive, inadequate environmental equipment to forestall emergency environmental
disaster; Nigerians and complex organisations / corporate organisations do not comply with
environmental laws put in place to protect the environment and environmental law
enforcement agents fail to perform their statutory responsibilities expectedly. They are all
watching helplessly on the devastating level of the environment. In this regard, it is
suggested that Nigerian government needs to take a proactive measure by comprehensively
overhauling the Nigerian environmental laws by addressing the lacunas on them. There is
need for reorientation, reorganisation and restructuring of environmental law enforcement
agencies is imperative; enlightenment programme as a mechanism to educate the complex
organisations and the people on the need to comply with the environmental laws and
provision of standardise essential and environmental equipments necessary to forestall
emergency disaster. It is then concluded that if these suggestions are considered, Nigerian
will have a sustainable environment.

From the above, in order to stem environmental degradation, the study provides the
following recommendations: To reduce environmental degradation and for humanity to
save its habitats and for sustainable national security, societies must recognise that

133



Publication of the Faculty of Management & Social Sciences, IBB University, Lapai, Niger State-Nigeria

LAPAI INTERNATIONAL JOURNAL OF MANAGEMENT AND SOCIAL SCIENCES
@ol. 12 No.2, December, 2020 ISSN:2006-6473

environment is finite. As populations and their demands increase, the idea of continuous
growth must give way to a more rational used, sustainable exploration of the environment,
which can be accomplished only by a dramatic change in the attitude of human species.
The human attack on the environment has been compared to the drastic upheavals of the
earth. Thus, humanity should recognise that such attack threatens human survival. In this
regard, Nigerian government should increase awareness on the need for humanity to
change their attitude towards environmental attack and comply to environmental rules and
regulations in order to give way for a more rational and sustainable environment.

Government needs to be willing and provides pro-active measures for the management of
the environment. Environmental governance must be comprehensive and all encompassing,
involving all sectors and stakeholders. Enforcement cooperation at national, regional and
global levels through networking, capacity building and human resources development,
timely exchange of information and experience amongst stakeholders are essential or the
promotion of environmental governance. Nigerian government needs to strengthen
regulatory institutions to help them create the necessary framework and mechanisms for
monitoring and enforcement of environmental guidelines.

Some of the environmental laws in Nigeria are anti people or oppressive, therefore, there is
the need for comprehensive legislation to tackle the problem of oil pollution in particular
and industrial pollution in general. Government needs to comprehensively overhaul all
environmental laws that are oppressive and anti people.

The need for reorientation, reorganisation and restructuring of the environmental law
enforcement agencies is essential for them to perform their statutory responsibilities
efficiently. Training and retraining of personnel of environmental law enforcement
agencies is essential. Motivation of these personnel in terms of salary and allowances is
also imperative for them to do their job efficiently and effectively.
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Abstract

This study seeks to investigate empirically the effect of FDI and Export on GDP per capital
using sample of 40 African countries for the period 2005 to 2019 applying the GMM
technique of estimation. The result of the study revealed that FDI posits a negative and
statistical significance effect on GDP per capital in the short run. Export has a positive
and statistical significant effect on GDP per capital in the short run. In the long run, FDI
has a negative and significant long run effect on GDP per capital and export has a positive
and significant effect on GDP per capital. There is also a long run causality effect among
export, FDI and GDP per capital in African countries. This implies that FDI and Export
granger causes GDP per capital in the long run.

Keywords: Export, Foreign Direct Investment, Generalized Method of Moment

1. Introduction

The economic situation in Africa remains overwhelming amid the slowdown in the global
economic crisis, lingering effects resulting from the collapse in commodity prices though
situations are widely divergent across sub regions. East Africa and North Africa are
improving, but growth in West, Central and Southern Africa remains inadequate to meet
mounting development challenges. GDP growth for the region as a whole is projected to
increase moderately from 2.9 per cent in 2019 to 3.2 per cent in 2020. Africa continues to
face difficulties in achieving the more robust and sustained growth path that is needed to
enhance living standards across the continent. GDP per capita growth is unlikely to reach
much above 1 per cent in the near term. More broadly, this decade is ending with average
GDP per capita growth of only 0.5 per cent—well below the average growth of the
previous decade and only marginally higher than average per capita growth in the 1980s
and 1990s (see United Nation, 2020). However, GDP per capital in the period 1972-1979
stood at 1.4%, in the period 1980-1989, it fell as low as -0.4%. Subsequently, in 1990-
1999, it pegged at -0.1%. GDP per capital witnessed a significant increase in 2000-2009
where it rose to about 2.7%, similarly, in 2010-2019 GDP per capital fell as low as
0.5%United Nation (2020). The low export diversification is one index reducing GDP
growth and per capital increase in Africa (African Economic Outlook, 2020). On FDI
inflow, Africa witnessed the fastest growth globally compared to developed economies in
2018 despite economic rigidities and shocks in the market. For instance, Africa received 11
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percent of global FDI compared with negative global flows (-13 percent) and flows to
developed economies (27 percent) and Asia (+4 percent African Economic Outlook
2020). Several studies have reported mixed evidences on the relationship between FDI,
Export and GDP per capital, most studies are on single country analysis and cointegration
test are used. To the best of researchers’ knowledge, relatively few studies exist on export,
FDI and GDP per capital on African countries (see Foster 2006; Asfaw 2014). These
studies employ the GLS technique although such technique does not account for
endogeneity problem. While few studies have empirically estimated FDI Export nexus,
they are limited to developed economies. In addition, studies which specifically employed
GMM (see Zakarias, 2016) on 14 eastern African. It is on this background that the study of
African countries is pertinent and the use of generalized method of moment cannot be
underscored. Despite several policy reforms to improve growth and per capital growth
through deepening structural reforms to diversify Africa’s productive base and revive
growth, chances of Africa to sustain growth and development is slim especially in the
current macroeconomic crisis and structural economic rigidities that have overwhelmed
global economy. To fill the gaps in the existing literature and estimate the factors that
constrain FDI inflow into Africa, it is important that this study investigates the relationship
between export, FDI and GDP per capital in African countries. This paper is structured into
five sections including this introduction, section two explores the literature review, section
three of the study looks at methodology, section four explores the data presentation and
analysis and section five considers the summary, conclusion and policy recommendations.

2. Literature Review

There are growing bodies of literature on the index influencing fast growth of GDP per
capital in Africa with mixed findings. For instance, Asfaw (2014) used 47 Sub-Saharan
Africa countries for the period 2000 to 2008 to investigate empirically the effect of trade
policy on GDP per capital applying the generalized least square (GLS) technique, the result
of the study depicts a negative effect relationship between import weighted tariff and GDP
per capital.

Agrawal and Khan (2011) in their study employed the ordinary least square regression
technique to compare the impact of FDI on India and China for the sample period 1993 to
2009. The result of the study indicates that 1% increase in FDI increases GDP at 0.07% in
China, so also, a 0.02% increase in GDP of India is as a result of 1% increases in FDI.
Thus, china has more positive outcome compared to India. Zakarias (2016) examined the
impact of FDI on GDP per capital using data on 14 eastern African countries for the period
1980 to 2013 and applying the GMM technique of estimation. The result of the study
indicates a positive and significant relationship between FDI and GDP per capital in
eastern African countries. Labour force has a positive and significant effect on GDP per
capital. Amoateng and Amoako-Adu (2014) in their study examined the causality effect
between external debt service, export and economic growth in African countries for 35
African countries for the period 1971 to 1990. The authors employed the Granger's (1969)
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causality and the result of the study shows that a bi directional causality relationship exists
between export and GDP.

Ahmad, Alam and Butt (2003) examined Export-led-growth hypothesis using the
Granger’s (1969) to test the relationship between trade, FDI and domestic output time
series data for Pakistan. The authors also employed the Augmented Dickey Fuller (ADF)
and vector autoregressive (VAR) system. Result of the study shows that export-led
hypothesis holds a big significance but there is also the existence of FDI growth nexus.
This implies that there is a significant spillover effect from FDI to domestic output. Foster
(2006) used data from 43 African countries spanning 1960 to 99 to empirically investigate
the relationship between export and GDP per capital using the threshold techniques of
Hansen (1996, 1999 and 2000). The result of the study depicts a positive relationship
between GDP per capital and export. For the threshold based on initial GDP per capita, the
results suggest that it is for the countries with the lowest levels of initial GDP per capita
that a positive and significant relationship between exports and growth exists, with a
marginally significant negative relationship between exports and growth found for the
richest countries. For the level of exports, again it is for the countries in the low regime that
a significant positive relationship between exports and growth exists, with a positive but
insignificant coefficient found in the high regime. Hussain and Haque (2016), in their
study, estimated the relationship between foreign direct investments, trade, and growth rate
of per capita GDP for Bangladesh for the period 1973 to 2014 applying the Johansen
procedure and the associated Error Correction Model (ECM). Result of the study shows
that trade and foreign investment variables have a significant impact on the growth rate of
GDP per capita

3. Methodology

This study employed the panel data set sourced from WDI for the period 2005 to 2019. A
panel of 40 African countries is obtained as sample countries for observation and the
rationale for using the secondary data source is due to availability of data in form of non-
probability sampling technique. Sampled countries include Angola, Algeria Benin,
Botswana, Burkina Faso, Burundi, Cameroon, Central African Republic, Chad, Congo,
Cote d’Ivoire, Congo Dem Republic, Djibouti, Egypt, Equatorial Guinea, Ethiopia, Gabon,
Gambia, Ghana, Guinea Bissau, Kenya, Lesotho, Liberia, Madagascar, Malawi, Mali,
Mauritania, Morocco, Namibia, Niger, Nigeria, Rwanda, Senegal, Sierra Leone, South
Africa, Tanzania, Togo, Tunisia, Uganda, and Zambia.

GDP per capital is measured as gross domestic product divided by midyear population
WDI (2019). Import tariff rate simple mean applied tariff is the unweighted average of
effectively applied rates for all products subject to tariffs calculated for all traded goods
WDI (2019). Labour force: This comprises people aged 15 and older who supply labour for
the production of goods and services during a specified period. It includes people who are
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currently employed and people who are unemployed but seeking work as well as first-time
job-seekers WDI (2019)

Taxes: Total tax rate measures the amount of taxes and mandatory contributions payable by
businesses after accounting for allowable deductions and exemptions as a share of
commercial profits. Taxes withheld (such as personal income tax) or collected and remitted
to tax authorities (such as value added taxes, sales taxes or goods and service taxes) are
excluded WDI (2019).

Inflation: Inflation as measured by the consumer price index reflects the annual percentage
change in the cost to the average consumer of acquiring a basket of goods and services that
may be fixed or changed at specified intervals, such as yearly WDI (2019).

Export: The variable export is measured as exports of goods and services as a percentage of
gross domestic products (GDP)WDI (2019).FDI: it is defined as inflows (% of GDP). It is
the sum of equity capital, reinvestment of earnings, other long-term capital, and short-term
capital as shown in the balance of payments WDI (2019)

Basically, the regressors in the GMM are categorized into three namely: predetermined,
endogenous and exogenous Vvariables. In the classification, the regressors representing
predetermined variable would be those that are correlated with past errors but not with the
current and future errors, the endogenous variables are regressors which are correlated with
current and past errors while the exogenous regressors are defined as those not correlated
with temporal periods. The outcome expected of endogenous regressors is to solve for
endogeneity which is seemly practicable in GMM estimation; thus the lag value of the past
regressors can be used as additional instrument in the model. The dynamic panel
estimations are differenced GMM and system GMM although the differenced GMM has it
drawback. The system GMM is robust to heteroscedasticity and autocorrelation (see
Roodman, 2009). This will require that in each simulation applying several prefix and
options, the instrument lags must be less than the number of groups, thus the AR(1) may be
significant. However, the AR (2) must not be significant; otherwise, it shows that the lag
value of the dependent variable cannot be used as instrument in the equation. Hansen
statistics must not be significant as well. Essentially, the GMM estimation is as short run
estimation, thus the long run estimation can be generated using the significant coefficients
of GMM and the causality relationship can be inferred from the long run estimation.

Model specification
GDP PERC= B, + B;infla+ Bytaxes + Bszaverage import weighted tariff + B4,FDI + Bsexport +
Belabour force + p

Thus, this study follows the Beck, Levine and Loayza (2000) and Calderén and Servén
(2004) which allows the use of lag value of the dependent variable to be used to solve for
endogeneity and unobserved country specific effect commonly associated with panel data
estimation. This study employs the GMM estimation.
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To specify the dynamic model, we have
InYy = pInYyy 1 +YZ i + BX it H dy F €ipeeeeiee e 1

Z' Implies control variables, X" implies explanatory variables InY,_, is lagged value of
dependent variable.

The differenced GMM is expressed as:
InYit = ¢[TlYit_1 + YZ'it + ﬁX’it + dt + o, 2
i=12,..,N;t=1,2,..,T.

The implication of the above differenced GMM model is the if the dependent variable is
close to random walk for instance (®—> 1) that is the lagged dependent variable is
moving toward one (1). The Difference GMM estimation will not yield a robust estimate
rather a biased and inefficient estimate and consequently could be acute when the time
panel is short Blundell and Bond (1998).

The significant coefficients in the GMM estimations are important tool for determining
long run equilibrium. The long-run coefficient will be generated through short-run
coefficients which are significant coefficient of ECM. Thus, the long-run effects for the
K™ parameter is computed as

Bi A (1= D)oo e e 3

4. Results

This section of the study shows an economic interpretation of the coefficients in the
models. In addition to that, the statistical fit and appropriateness of the estimated models
are extensively discussed in this section of the study.

In Table 1 of differenced GMM, the result of the study shows that the lag value of GDP per
capital is positive and statistically significant at 1% level across all models. By
interpretation, the lag value has implication on the current period and the lag value of the
dependent variable is instrument to be included in the model as repressors.

Table 1: Differenced GMM

Variables Model 1 Model 2 Model 3 Model 4 Model 5
gdpperc LI 0.6954*** 0.6649*** 0.6605*** 0.6954*** 0.6605***
(0.02) (0.04) (0.04) (0.02) (0.07)
Taxes -2.0974** -2.1629* -2.0974** -2.1629*
(1.94) (5.57) (1.94) (3.35)
Fdii -45.404)** -210.86*** =224 .25%** -45.40** -224 .25%**
(28.4) (75.75) (66.05) (28.48) (82.55)
Imweight -3.7647* 0.3414* -0.4267* -3.764* -0.426*
(20.43) (12.41) (12.23) (20.43) (40.54)
Sslabo 0.0038** 0.0398* 0.0337* 0.0383** 0.00003*
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Variables Model 1 Model 2 Model 3 Model 4 Model 5
(0.0522) (.89) (0.090) (0.052) (0.081)

Exporti 36.980** 65.263*** 66.931*** 36.980* 66.931***
(22.29) (29.17) (27.45) (22.29) (16.72)

No. of Obs 520 520 520 520 520

Time YES YES YES YES YES

Dummies

Number of 96 18 18 96 18

Instruments

No of groups 40 40 40 40 40

F Statistic 300.52 66.39 64.28 300.52 124.53

GMM 1 1 1 1 1

Instrument

Lag

AR(1) 0.166 0.048 0.029 0.166 0.019

AR(2) 0.209 0.958 0.981 0.209 0.969

Hansen test 1.000 0.583 0.508 1.000 0.464

Source: Authors computation using STATA
Notes: *** *** denotes 1% 5% 10% statistical significance. Z statistics (in parenthesis

The coefficient FDI has a negative and statistical significance on GDP per capital in model
2, 3, and 5. However, the coefficient export also posits a positive and statistical significant
impact on GDP per capital in model 2, 3 and 5. Notably, import weighted tariff has a
negative effect on GDP per capital (-.4267).

Considering the choice of lag length at lag 1, the specification test of AR(2) shows that our
model does not suffer from second order serial correlation because it is non-significant
using the collapse option and other options. Similarly, the Hansen test statistics is
significant which is expected; thus, it indicates that instrument used in the model are not
over-identified. It is worthy to note that some attributes are associated with this result
particularly the insignificance of some coefficients. For instance, taxes indicate negative
but insignificant as a result of several tax regimes and reforms in the tax system in SSA.
The negative insignificant unweighted tariff rates for all products are also as a result of
underdeveloped nature of tariff system in SSA; Foreign Direct Investment (FDI) strong
drivers and catalyst to increasing GDP per capital in SSA countries.
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Variable 1 2 3 4 5 6 7 8 9

Constant 286*** 1472.561* 4817.081* 1154.305* -3301.042* 7534.766* 10484.96 -718.7107
14425.3 28480.98 24263.7 37762.7 36451.37 39014.83 38794.09 34150.16

Gdpperc LI~ 0.9285*** 0.6377*** 0.659*** 0.696*** 0.681*** 0.934*** 0.690*** 0.692*** 0.689***
(0.03) (0.04) (0.04) (0.06) (0.06) (0.03) (0.06) (0.06) (0.06)

Inflai -4.19**

(5.77)

Taxes -0.513** -.9701469**  -8851981**  -1.61098** -1.663881* -.356473* -1.983705**  -1.751931**  -1.512686*
5226263 1.290917 1.099978 2.18366 1.917427 2 .5901817  1.512619 1.623172 2.249056

Fdii -50.11967** -190.4501*** -158.5213*** -198.5289*** -208.8482*** -32.44439*** -103.9218*** -193.4482*** -205.1815***
30.80494 60.76333 4452375 67.23648 84.98492 17.49349 69.38062 66.44694 64.78722

Imweight -.0911791*  -7.95971* -2.018327* -6.522434* -3.327106* -.7264011* 5.055425* 1.618968* -6.669544*
10.66439 28.22485 21.39764 32.23996 37.57674 8.234185 35.06867 28.97903 33.70701

Sslabo -9.70e-07* -5.17e-06* -4.52e-06* -.0000111**  -.0000108**  -3.00e-07* -.0000118**  -.0000138**  -.0000117**
3.05e-06 7.65e-06 7.98e-06 .0000125 .0000128 1.84e-06 .0000121 .0000126 .000013

Exporti 15.43785**  50.70108***  42.42622***  45.24292***  50.8834*** 12.715*** 47.92269***  42.99689***  45.39031***
9.149323 17.10455 16.41106 17.31228 18.4148 7.497406 18.31655 18.96202 17.14102

No. of Obs 560 560 560 560 560 560 560 560 560

Time Yes Yes yes yes Yes yes yes yes Yes

Dummies

Number of 111 21 21 36 36 229 36 36 36

Instruments

No of 40 40 40 40 40 40 40 40 40

groups

F Statistic 6098.10 189.26 207.56 88.35 120.90 3282.19 184.90 857.40 80.41

GMM 1 1 1 1 1 1 1 1 1

Instrument

Lag

AR(1) 0.182 0.019 0.022 0.038 0.044 0.192 0.023 0.022 0.038

AR(2) 0.204 0.811 0.607 0.760 0.852 0.195 0.748 0.700 0.793

Hansen test  1.000 0.486 0.410 0.463 0.479 0.839 0.632 0.320 0.419

Source: Authors computationusing STATA
Notes: *** *** denotes 1% 5% 10% statistical significance. Z statistics (in parenthesis
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Table 2. System GMM Lag 1

Variabl 1 2 3 4 5 6 7 8 9
Gdpperc LI 0.92%** 0.63*** 0.65*** 0.696*** 0.681*** 0.93*** 0.69*** 0.69%** 0.68***
(0.03) (0.04) (0.04) (0.06) (0.06) (0.03) (0.06) (0.06) (0.06)
Inflai -4.19**
(5.77)
Taxes -0.51** -0.97** -0.88** -1.61*%* -1.66* -.35* -1.98** -1.75** -1.51*
(0.52) (1.29) (1.09) (2.18) (1.91) (2.59) (1.51) (1.62) (2.24)
Fdii -50.1** -190.45***  -158.52***  -198.52***  -208.84*** -32.4%** -193.92***  -193.44***  -205.18***
(30.80) (60.76) (44.52) (67.23) (84.98) (17.49) (69.38) (66.44) (64.78)
imweight -0.091* -7.95* -2.01* -6.52* -3.32* -0.72* 5.05* 1.61* -6.66*
(10.66) (28.22) (21.39) (32.23) (37.57) (8.23) (35.06) (28.97) (33.70)
Sslabo -9.70* -5.17* -4.52* -0.00** -0.00** -3.00* -0.00** -0.00** -0.00**
(3.05) (7.65) (7.98) (0.00) (0.00) (1.84) (0.00) (0.00) (0.00)
Exporti 15.43** 50.70*** 42.42%** 45.24*** 50.88*** 12.71%** 47.92%** 42.99%** 45.39%**
(9.14) (17.10) (16.41) (17.31) (18.41) (7.49) (18.31) (18.96) (17.14)
No. of Obs 560 560 560 560 560 560 560 560 560
Time Yes yes yes Yes yes yes Yes yes Yes
Dummies
Number of 111 21 21 36 36 229 36 36 36
Instruments
No of 40 40 40 40 40 40 40 40 40
groups
F Statistic 6098.10 189.26 207.56 88.35 120.90 3282.19 184.90 857.40 80.41
GMM
Instrument 1 1 1 1 1 1 1 1 1
Lag
AR(1) 0.18 0.01 0.02 0.03 0.04 0.19 0.02 0.02 0.03
AR(2) 0.20 0.81 0.60 0.76 0.85 0.19 0.74 0.70 0.79
Hansen test 1.00 0.48 0.41 0.46 0.47 0.83 0.63 0.32 0.41

Source: Authors computationusing STATA
Notes: *** *** denotes 1% 5% 10% statistical significance. Z statistics (in parenthesis)

In Table 2, the result of System GMM indicates that previous GDP per capital has a
positive and statistical significant impact on current GDP per capital. The coefficient taxes
have a negative effect on GDP per capital at 5% (-.8851). FDI has a negative effect on
GDP per capital and statistical significant at 1% level across all model.The parameter
unweighted import tariff and supply of labour have a negative effect on GDP per capital
although not significant. However, the coefficient export posits a positive and statistical
significant relationship with GDP per capital in SSA during the period of study.

Table 3: Robust Estimation System GMM Lag 2
3

variables 1 2 4 5 6 7 8

Gdpperc 96%** .80*** .93%** T5x** T9x** Nl ki Nk TTxR*

LI .03 .10 .04 12 11 A1 11 11

L2 -.04%** - 11 -.0263** -.2317%** -.2093*** - 18*** |- -.18%**
(0.02) (0.03) (0.02) (0.10) (0.10) (0.10) .1881*** (0.09)

(0.10)

Taxes -B7** -1.70%* - 7267** -.8704* -2.467** -2.32%* -3.074** -3.02%*
(0.48) 1.57) (0.61) (2.11) (3.18) (2.81) (2.42) (2.36)

Fdii -52.08** -202.2%** -63.928** - - - - -
(32.47) (0.19) (39.4) 315.53***  301.62***  286.66***  278.35%**  272.82***

(146.0) (159.9) (157.6) (154.71) (141.9)

imweight -1.80* -.34* -2.436* -3.561* -2.905* -3.22* | 3.72* 3.72*
(12.0) (31.05) (13.3) (34.2) (39.8) (47.3) (47.9) (47.36)

Sslabo -1.34* -.0135** -2.39* -4.63* -.0159** -.00* -.01** -.01**
(3.05) (.01) (3.65) (.11) (.02) (.0199) (.0198) (.018)

exporti 16.01822**  40.11*** 17.91%** 58.75%** 65.80*** 69.55%** 64.25%** 63.25%**
9.74 235 10.5 27.09 32.9 32.6 30.2 28.7

No. of Obs 520 520 520 520 520 520 520 520
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variables 1 2 3 4 5 6 7 8
Time Yes Yes yes Yes yes yes Yes yes
Dummies

Number of 110 21 97 20 35 35 35 35
Instruments

No of 40 40 40 40 40 40 40 40
groups

F Statistic 5482.31 97.98 3689.00 21.57 25.76 35.78 62.91 65.52
GMM

Instrument 2 2 2 2 2 2 2 2
Lag

AR(1) 0.18 0.02 0.18 0.07 0.099 0.09 0.08 0.06
AR(2) 0.20 0.99 0.21 0.68 0.703 0.70 0.65 0.66
Hansentest  1.00 0.60 1.00 0.73 0.286 0.32 0.58 0.45

Source: Authors computationusing STATA
Notes: *** *** denotes 1% 5% 10% statistical significance. Z statistics (in parenthesis

In Table 3, we also employed the robust estimation to ensure reliability and consistency of
estimate using the lag 2 prefix and the result shows that the lag value of GDP per capital at
the second lag is consistent to the system GMM at lag 1 where all estimated models show
significant.

Table 4: Long run estimates

Variables Coef and Std. Err

Exporti 229.54***
(131.00)

FDI -791.62%**
(339.60)

Source: Authors computationusing STATA
Notes: *** *** denotes 1% 5% 10% statistical significance. Z statistics (in parenthesis

In Table 4, we generate the long run coefficients from the significant coefficients as
indicated in table 3. The GMM estimation is a short run analysis. Thus the long run
estimation could be generated from the significant short run coefficients. The result of long
run estimates shows that export has a positive and statistical significant relationship with
GDP per capital at 1%. FDI also posit a negative effect relationship with GDP per capital.
This also shows that there is a long run causality relationship among export FDI and GDP
per capital.

5. Conclusion and Recommendation

Given the sparse body of literature in the factors affecting GDP per capital in Africa with
mixed evidences, this study empirically investigated the effect of FDI and Export on GDP
per capital in 40 African countries for the period 2005 to 2019. The justification for time
period is the shocks and structural economic rigidities that overwhelmed the growth GDP
per capital across African countries. This study employed the System GMM technique to
solve for endogeneity and country specific issues related to panel data estimation. From the
findings, result revealed that the lag value of GDP per capital at first lag and second lagare
additional instrument to be used in the model and have a positive effect on the current GDP
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per capital. FDI posits a negative and statistical significance effect on GDP per capital in
the short run. Export has a positive and statistical significant effect on GDP per capital in
the short run. In the long run, FDI has a long run relationship with GDP per capital and
export has a positive and significant relationship with GDP per capital. There is also a long
run causality effect among export, FDI and GDP per capital in African countries. This
implies that FDI and Export granger causes GDP per capital in the long run.
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Abstract

This research examines the intellectual capital (IC) disclosure’s effect on the market value
of the companies listed on Nigerian Stock Exchange’s main board. The hypothesis for the
study is formulated using signaling theory. Using content analysis of sampled 30 most
capitalised firms, the study generates IC disclosure scores from annual reports. IC is
surrogated with customer capital, protected capital, human capital, innovation capital and
process capital, while corporate market value is proxied with market capitalisation. This
study longitudinally examined the connection between market capitalisation and IC
disclosure quality using data between 2016and 2019 financial years based on ordinary
least square method.The result shows that the listed companies’ corporate market value
and the overall IC disclosure are significantly and positively correlated. The study
recommends that managers should disclose adequate information on IC because of its
influence on investors’ decisions and activities at capital market.

Keywords: Voluntary disclosure, Intellectual capital, corporate market value, Nigeria.

1. Introduction

Efficiency utilisation and subsequent disclosure of intellectual capital (IC) information in
companies ‘annual reports have become a common research area globally among academia
and practitioners in the field of accounting (e.g. Alfraih, 2017; Anifowose, Abdul Rashid,
& Annuar, 2017; Widarjo & Bandi, 2018; Mangena, Pike, & Li, 2010; Mouritsen, Bukh, &
Marr, 2004; Orens, Aerts, & Lybaert, 2009). The importance of IC, which fails to meet the
recognition yardsticks of international accounting frameworks and standards (M'Pherson &
Pike, 2001), cannot be over emphasised because its non-inclusion in main stream financial
statements as either asset or capital has led to huge differences between book value and
corporate market (e.g. Parshakov & Shakina, 2020, Stewart, 1991; Public, 2000).

Further, scholars such as Bounfour (2003), Bontis (1996), Edvinsson and Malone (1997),
Anifowose et al. (2017) have identified relational capital, structural capital and human
capital as three components of IC. Relational capital refers to the value or worth of an
organisation’s social relationships, both internal and external; it is an intangible asset.
Structural capital covers the methods, processes, structure of intellectual property, brands
and other important things which the company possesses, but do not reflect in the financial
statement (Bounfour, 2003; Bontis, 1996; Stewart, 1997). Included in human capital,
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according to Edvinsson and Malone (1997); Roos, Roos, Dragonetti and Edvinsson (1997)
and Stewart (1997), are the intellectual abilities, skills, experience and competence of each
employee.

Meanwhile, although one can easily understand the constituents of relational and human
capitals, the elements of structural capital are ambiguous. After critically examining the
extant literature on structural capital, and Nigerian economic environment, this paper
suggests that structural capital should be divided into three components: process capital
(Hsu & Fang, 2009; Stewart, 1997), protected capital or intellectual capital (e.g., Brooking,
1996; Edvinsson & Malone, 1997; Lynn, 1998) and innovation capital (Bontis, Dragonetti,
Jacobsen, & Roos, 1999; Joia, 2000). This will be a ground breaking scientific framework
for research in IC accounting. Innovation capital is believed to be a direct effect of the
culture of a company and its capacity to bring out from the existing knowledge new one
(Chang, 2007; Joia, 2000). Process capital covers operation processes, cooperative culture,
specific methods, workflow, information technology systems, etc. in a company (Hsu &
Fang, 2009). Intellectual property is legal way to protect the infrastructural assets of a firm.
This is why intellectual assets are referred to as protected capital if they are legally
protected.

In addition, stakeholders are worried about corporate value because it affects both present
business decisions and the future assessment in investment and financing decisions
(Keeney & Keeney, 2009). Market capitalisation has estimated corporate market value (e.g.
Abdolmohammadi, 2005; Anam, Fatima, & Majdi, 2011) as its reliability can be assumed
to be free from manipulation of those charged of corporate management. Meanwhile,
Abhayawansa and Abeysekera (2008) posit that disclosing intellectual capital can improve
market value. It will enhance information symmetry between investors and managers and
guarantee capital market efficiency and as well facilitate better corporate governance
(Abeysekera, 2008) as it may guide users towards the company’s future direction, as
signalling theory opines (Morris, 1987). The theory states that the information content of
annual reports signals the direction to the users concerning the firm’s future and guides
their decisions. This can, therefore, explain the association between corporate value and
intellectual capital reporting as the management of an entity with good value will
endeavour to indicate this information in the firm’s annual reports through disclosure of
more information on IC and the market could capture the information (Anam et al., 2011).

To sum it up, the current study will extend the literature to sub-Saharan Africa, particularly
Nigeria; it will investigate the effect of IC disclosure and its components: process capital
disclosure, human capital disclosure, innovation capital disclosure, protected capital
disclosure and process capital disclosure on the corporate market capitalisation of top 30
most capitalised firms in the country for a three-year period of 2016 to 2109. This is the
pioneer study to consider such a relationship as previous studies have considered the trend
of IC disclosure (Haji & Mubaraq, 2012; Mahamad & Salman, 2011) and the impact of
VAIC on traditional accounting measures (Salman, Mansor, Babatunde, & Tayib, 2012;
Uadiale & Uwuigbe, 2011) in the context of Nigeria economy.
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However, this study reveals a significant positive correlation between market capitalisation
and IC disclosure among the sampled companies. The structure of the study has section one
which presents the introduction, while literature review and theoretical framework come in
section two, which ends with hypotheses development. The methodology for the study is
discussed in section three; data analysis presented in section four and the conclusion in
section five.

2. Literature review

The value relevance of IC information among market participants has been considered
using various theories. One of the most celebrated theories of voluntary disclosure is
signalling theory which was proposed by Spence Michael in 1973. The theory suggests that
the problem of information asymmetry could be minimised if the party possessing most
information could give relevant stakeholders signals (An, Davey, & Eggleton, 2011). It
proposes that corporate entities with better performance or high-quality firms would like to
distinguish themselves from low-performing or low-quality companies by sending signals
to the market through voluntary disclosure and, consequently, minimise the information
inequality (Watson, Shrives, & Marston, 2002).

Signalling theory proposes that entities with better quality should signal their potential to
the market; in this way investors re-estimate the company’s value and then make decisions,
which will favour the company better (Whiting & Miller, 2008). In the same vein, it is
anticipated that company will secure more investment through the investors’ favour and the
costs of raising capital will, thereby, reduce. Other studies, such as Oliveira, Rodrigues
and Craig (2006) have also argued that corporate firms be better motivated and encouraged
to disclose IC related information if fitness is signalled to the market. However, the
reporting format and emphasis could vary depending on companies.

Research on the influence of disclosure and corporate value has received a considerable
attention among academia and some notable practitioners in recent time. The premise of
most of these studies is signalling theory as it is expected that information contents of IC
will change the opinion of the market participants regarding the present as well as the
future performance of the business organisations (e.g. Gamerschlag, 2013; Ousama,
Fatima, & Hafiz, 2011; Sang & Taylor, 2014; Vafaei, Taylor, & Ahmed, 2011; Rooney &
Dumay, 2016; Zhicheng, Zhuoer, Shing, & Wah, 2016). Also, Sang and Taylor (2014)
examine IC value relevance and its components in the share price of 160 companies listed
in Australian capital market within a period of five years. Data collected from sampled firm
was analysed using fixed-effects (FEs) Panel regression analysis. The study finds that IC
(structural capital and human) and share price of the sampled firms are significantly
related.

Also, Gamerschlag (2013) investigates the impact of human capital disclosure on the
corporate value of 130 largest quoted German firms for the time period of 2005 to 2009
using content analysis. The study utilises disclosure index to estimate human capital
disclosure (HCD) and employs share price and equity return as proxies for market value.
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Also, it introduces year and industry dummies as control variables. The study surrogates
HCD by four items which include: HCRTOT refers to the amount of human capital
disclosed, HCRQC refers to the quantity of “qualification/competence” information
disclosed, HCRMC refers to the quantity of “motivation/commitment” information
disclosed, while HCRPS refers to the quantity of “personnel” issues (the amount of
keywords available in the report analysed) disclosure. Closing price of the share and
holding period return were estimated as a proxy of the entities’ market value.

Besides, Ousama et al. (2011) examine the value relevant of IC information disclosure of
Malaysian listed companies. The study utilises a survey instrument to generate data from
both the preparers and users of financial statements. It employs human capital, internal
capital and external capital as surrogates for IC and the questionnaire was administered
among chief finance officers (CFOs) and accountants of selected companies, loan officers
of banks and broker institutions. ANOVA, t-test and descriptive statistics are used for data
analysis. The study reveals that information content of IC is perceived to be value-relevant
to both preparers and users though at different degrees. Vafaei et al. (2011) examine the
extent of value relevance of IC disclosure among firms in the capital markets. It is a cross-
national and comparative study in which 220 firms are sampled from 4 countries:
Singapore (50), Hong Kong (49), Australia (63) and Britain (58). Word count of the
contents of the firms’ annual reports for in the content of firms’ annual reports for each of
four components (HC, SC, RC and general terms) and a disclosure index are used to
measure disclosure of IC. The finding suggests industry-specific factors and country-
specific factor have impact on a positive association between share price and IC disclosure.
It is also found that IC disclosure gives market participants information on value relevance
in non-traditional industrial sector and in Britain and Australia alone.

In the same vein, Swartz, Swartz and Firer (2006) examine JSE Securities Exchange (SA)
using Ohlson’s 1995 valuation model. The study finds that IC reporting and market
capitalisation are significantly related. Also, Abdolmohammadi (2005) studied a sample of
Fortune 500 in the USA and utilised aggregate value for ICD and documented that the
information content of annual reports concerning IC affect corporate market capitalisation
significantly. Similarly, Vafaei et al. (2011) measure ICD value relevance of the sample
firms in Australia, Britain, Singapore and Hong Kong., It can only document that market
value is significantly and positively influenced in two of the four countries.

The above shows that IC is not peculiar to some countries and it could be studied across
firms. Also, the findings might be influenced by the economic jurisdiction of the study.
Thus, it would be interesting to explore the phenomenon in Nigerian economy.Relying on
theoretical underpinning and established association between market capitalisation and
voluntary disclosure, this study proposes the following conceptual framework. The
dependent variable is measured as market capitalisation, while independent variable is 1C
disclosure made of, relational capital disclosure, innovation capital disclosure, structural
capital disclosure, human capital disclosure and protective capital disclosure. Also,
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included in the framework are control variables which are considered relevant in explaining
the dependent variables. These are size of the firms and industry affiliation.
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Figure 1: Conceptual framework utilised in the study

Based on the underpinning theory and the existing empirical studies, this section
presents the hypothesis of this study. The research question is does IC disclosure
significantly affect market capitalisation of a firm based on signaling theory? Several
scholars have investigated the relationship between market capitalisation and IC
disclosure. Abdolmohammadi (2005) and Anam et al (2011), for instance, discover
that market capitalisation is significantly and positively influenced by IC disclosure.
Similarly, Taliyang et al. (2014) examine the impact of IC disclosure on market
capitalisation in 185 Malaysian listed companies. They too find that Malaysian listed
companies’ market capitalisation is significantly and positively influenced by IC
disclosure. Based on the above findings, the present study tests the hypothesis below:

H;:Intellectual capital disclosure has significant effect on the market value of the
companies listed in Nigeria.

3. Methodology

Due to their market capitalisation on the floor of NSE, 30 Nigerian listed firms were
sampled for this study. The firms are those, which consistently fell within the 30 most
capitalised firms over the period 2016 — 2019. Though their positions changed, they still
meet the criteria. The study utilised data mainly from secondary sources because the core
of the data needed for analysis was adequately and authoritatively extracted from the
annual reports of the sample firms and other relevant publications issued by the Nigerian
Stock Exchange (NSE).
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Measurement of IC disclosure

Based on the review of previous studies, this study employs content analysis to form a
checklist after familiarisation with IC disclosure pattern. The 49 IC items are selected,
comprising 6 innovation capital items, 9 process capital, 16 human capital 13 relational
capital items and 5 protected capital. The items in each of the categories are presented in
Table 1 below.

Table 1: Checklist list of IC Disclosure Items

A Human Capital C Customer/Relational Capital

1 Number of Employees 1 List of Customers

2 Employee satisfaction 2 Customer satisfaction

3 Employee retention 3 Customers loyalty

4 Compensation to employees 4 Customer Appreciation

5 Engagements with employees 5 Customer retention

6 Recruitment from the local 6 Customer service/support
communities

7 Disability recruitment policy 7 Customer feedback system
(number)

8 Employee Know-how 8 Distribution channels

9 Education Background 9 Customer Market Share

10 Employee succession planning 10 | Company awards
program

11 Work-related knowledge 11 | Company image/ reputation

12 Knowledge sharing 12 | Customer training & education

13 Employee health and safety 13 | Diffusion & networking

14 Employee Expertise D Innovation Capital

15 Training and development 1 Innovation

16  Cultural Diversity 2 Research and Development

B Process Capital 3 Brands

1 Corporate Culture 4 Knowledge-based

2 Information Systems (Technology) 5 Research collaboration

3 Financial Relations 6 Goodwill

4 Business Collaboration E Protected Capital

5 Favourable contracts 1 Patent

6 Organisation flexibility 2 Copyright

7 Organisation structure 3 Trademarks

8 Organisation learning 4 Licenses

9 Quality management 5 Commercial rights

Source: Checklist developed by the Authors 2019

A four Likert scale (0-3) was used to score IC disclosure quality (e.g., Abeysekera, 2008;
Guthrie et al., 2006). Following Haji and Ghazali (2012) and Anifowose et al. (2017), an
item disclosed in Nigerian Naira was scored a value of 3; an item disclosed numerically
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was scored 2. An item disclosed in form of narrative was scored 1, while an item, which
did not feature the annual report, was allotted 0. Therefore, the total scores for overall
disclosure and each of components (TXS) were computed as the proportion of actual score
(AXS) to maximum possible score (MXS) (i.e. 3X 49 =147). The TXS of a company is
obtained by:

TXS = AXS /MG e 1

There have been worries in the recent times regarding reliability and validity of scores in
IC disclosure (Dumay & Cai, 2014) because the approach has inherent problems. To avoid
such problems, the scoring approach used in this study involves a two-stage checklist. To
be familiar with annual reports, the study did a pilot scoring of the top ten listed firms.
Then, the annual reports of the sample firms were scored independently by the author their
scores were then compared and they jointly rescored areas where they differed to correct
their differences.

Data Analysis Methods

In order to identify anomalies in the series, the analysis began by describing the data.
Pearson Correlation Matrix was done to detect whether there was multicollinearity among
independent variables (e.g., Field, 2013; Hinton et al. 2004). Due to the nature of data and
finding from these preliminary analyses, the study estimated the parameters with ordinary
least square method (e.g., Field, 2013; Hinton et al. 2004). The stochastic models were
used for making estimations as presented below:

MKcap;; = vy + 7> Zf‘zl TICD;; + y3Industry;, + y4Size; + ysYeary + €povvvvninnn. 2
MKcap;, = 8y + 6,HC;; + 63EC;, + 84INC;; + 85PC;; + 64PRC;; + &7 Industry;, +
0gSiZe; 4 GgY AT F €1pneneeiee e, 3

The total impact of IC disclosure and its individual components on market capitalisation
are estimated using equation 2 and equation 3 respectively. Presented in Table 2 are
definitions, measurements and sources of acronyms used in the models.

Table 2: Details of Variables

Symbol Definition Measurement Sources
Lod MK Natural log of market Product of year end stock price and nurr
9- capitalization share ranking for dividend NSE Website
Weighted human capital Ratio of actual to maximum possible
HC .
disclosure score of HC Annual report
Weighted Relational Ratio of actual to maximum possible
EC A
capital disclosure score of RC Annual report
INC Weighted Innovation Ratio of actual to maximum possible
capital disclosure score of INC Annual report
Weighted Process capital ~ Ratio of actual to maximum possible
PC -
disclosure score of PC Annual report
PRC Weighted Protected Ratio of actual to maximum possible
capital disclosure score of PRC Annual report
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Symbol Definition Measurement Sources
Weighted Overall

TICD Intellectual capital Ratio of actual score to maximum
disclosure possible score Overall IC Annual report
Categories firms along NSE

Industry financial and non- 1 for financial firm and 0 for non- Website/Annual
financial line financial reports

Size _ ) NSE Website/
Size of the sampled firms  Log of total assets Annual reports

Year Year Dummy Dummy variable for year of study

Source: extracted by the authors
4. Results

Descriptive Statistics

The analysis begins with data description to establish their suitability for further
estimations. The results of descriptive statistics reveal that about 43.6% of the overall
disclosure items were disclosed by the firms on the average. Also, human capital was most
disclosed among the five components with an average of 46.3% of the expected disclosure.
This is closely followed by process capital with a mean of 45.3%, while protected capital
has the least disclosure. The results also show that median values of all the variables fall
between their means and maximum values. This is an indication of normality as this proves
the variable to mesocurtic shapes in their probability distributions. Besides, the variables
are moderately normally distributed based on skewness and kurtosis criterion (e.g. Field,
2013; Wooldridge, 2010). It can be drawn from the above that the parameters could be
estimated with ordinary least square method.

Table 3: Result of Descriptive Statistics

Mean Median Maximum  Minimum Std. Dev. Skewness  Kurtosis Ob
LOG_ MK 11.30 11.250 13.104 9.780 0.675 0.455 3.783 90
TICD 0.436 0.422 0.687 0.238 0.098 0.324 2.642 90
SIZE 10.58 10.627 11.740 7.280 0.809 -1.445 6.938 90
HC 0.463 0.458 0.625 0.250 0.091 -0.216 2.486 90
EC 0.443 0.410 0.795 0.051 0.164 0.197 2.577 90
PC 0.453 0.444 0.778 0.148 0.116 0.386 3.417 90
PRC 0.340 0.333 0.600 0.067 0.087 0.323 5.548 90
INC 0.408 0.389 0.889 0.000 0.148 0.827 4,783 90

Source: Extracted by the authors

Summary of Pearson Correlations Coefficient Matrix

Table 4 presents the results of correlation matrix. The results indicate that perfect
multicollinearity was absent among the variables because all that figures are acceptable
based on the submissions of Field (2013) and Gujarati and Porter (2009). Except in the case
of TICD and its constituents which are not to be regressed together in the same model, the
correlation coefficient across the pair is lower than 0.5. This signifies non-awfulness or
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non-presence of collinearity problems among the independent variables. To investigate the
relationship among both dependent variables and independent variables, a correlation
analysis is considered and Table 4 presents the coefficient matrix among the variables. One
could deduce that market capitalisation is positively significantly correlated with the
intellectual capital components. This could provide a better basis for further analysis using
regression method of estimation.

Table 4: Coefficient of Correlation Result

Log MK TICD HC EC PC InC PrC Size
Log_ MK 1

TICD 436" 1

HC 226" 885" 1

EC 4547 9127 716”7 1

PC 3517 906"  .755° 767 1

InC 4317 662" 4137 5327 507 1

Prc 261" 4597 3837 2767 4477 288" 1

Size 418" 235" 151 230" 2787 179 .054 1

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

Regression Result of ICD and Market Capitalisation

The major aim of the present study is to find out the Intellectual Capital Disclosure (ICD)
impact on Nigerian listed firms’ corporate market value. The hypothesised correlation was
tested with the aggregated model (i.e. equation). The results of the modell indicate that
Nigerian listed firms’ market capitalisation is significantly and positively affected by
overall disclosure. The possible implication of this finding is that more disclosure would
enhance the market value. This result supports previous studies such as Anam et al. (
2011)and Abdolmohammadi (2005). However, from individual components’ perspectives,
the market value of Nigerian listed firms is significantly positively influenced by
innovation capital, external capital and protected capital. The results also reveal
unexpectedly that corporate market value measure by market capitalisation is significantly
and negatively influenced by process capital and human capital. In addition, firm’s size has
a significant effect on corporate value supports Anam et al. (2011).

Besides, both the year effect and industry effect have a significantly negative impact on
corporate market value during the period under study in the two models. It could be said
that industry and year are not necessary in the IC disclosure in the context of Nigeria. The
overall variation in market value is explained by IC disclosure to the extent of 71.2% on
the aggregate and 83.2% on individual component model, as revealed by the adjusted R-
square, while F-statistic reveals fitness of the model (F-statistic, 44.54, P<0.01 for model 1
and F-statistics, 49.58, P<0.01 for model I1) with value of 44. The detail summaries of the
estimation are presented in Table 5. It seems the autocorrelation is not a serious problem
with values of DW from both models which is approaching 1 as suggested by earlier
studies (e.g. Field, 2013; Wooldridge, 2010).
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Table 5: Intellectual capital disclosure and market capitalisation

Model 1 Model 2

Variable Coefficient Std. Error t-Stat Prob. Coefficient Std. Error t-Stat Prob.
TICD 1.935 0.245 7.915 0.000

HC -0.854 0.209 -4.094 0.000
EC 1.825 0.300 6.087 0.000
INC 0.589 0.086 6.861 0.000
PRC 1.216 0.111 10.967  0.000
PC -0.549 0.244 -2.251  0.027
SIZE 0.496 0.068 7.291 0.000 0.391 0.043 9.135 0.000
FIN -0.395 0.030 -13.197 0.000 -0.315 0.032 -9.753  0.000
YEAR1 -0.114 0.014 -8.415  0.000 -0.075 0.010 -7.521  0.000
YEAR2 -0.091 0.003 -26.764 0.000 -0.053 0.004 -13.174 0.000
C 5.125 0.615 8.333 0.000 6.242 0.426 14.666  0.000
R2 0.729 0.850

Adj.R? 0.712 0.832

F-value 44543 49.589

Prob. 0.000 0.000

DW 0.936 0.997

Source: Extracted by the Authors

5. Conclusion and Recommendations

The study has investigated the potential effect of ICD on corporate market value surrogated
by market capitalisation which was measured by number of shares ranking for divided and
product of end year share price. The study employed content analysis for the annual reports
of the top 30 Nigerian listed firms from 2016 to 2019. IC was classified as innovation
capital, human capital, protected capital, process capital and external capital. Overall 1C
disclosure and innovation, external capital and protected capital disclosure significantly
and positively influenced Nigerian listed companies’ market value. This mean the more
these are disclosed, the better the firms’ market value is. Contrary to expectation, human
and process capital disclosure negatively affected market value, which suggests that these
components are not necessarily valued by Nigeria investors.

Practically, one would expect the people in charge of governance to pay attention to I1C
information disclosure in financial reports because investors are conscious of IC
information. However, this is subject to certain limitations, which future studies could
investigate to extend the present research. Since this study used 30 top listed firms NSE, its
findings cannot be generalized to cover smaller firms. Further research is needed to
empirically find out if the results are generalizable to all listed companies regardless of
their sizes.
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Abstract

Poverty and food security challenges go hand in hand; however, as the COVID-19
pandemic goes global, poverty and food security challenges deteriorated to a new level.
Before the epidemic, an estimated 2 billion people were projected to be food insecure in the
world. However, with COVID-19 pandemic, the figure is expected to be much more than
the projection. The purpose of the study is to examine the effects of COVID-19 on
household food security status and the coping strategies adopted during the lockdown
period in one of the most populous location in Nigeria, which is Kano. Food Security Index
(FSI) shows 54 per cent of the households in Kano, Nigeria, are food insecure with a food
security index of 0.66 and per capita daily calorie intake of 1,789.51 kcal. Disaggregating
the households according to regions, show that households from Kano south are more food
insecure than in Kano north or Kano Metropolitan. Results from the coping strategy index
also reveal that the average CSI in the study area is 61 indicating a severe food security
challenge due to COVID-19 measures. Disaggregating the CSI further into regions shows
that Kano south has the highest average CSI in Kano, Nigeria. Analysis reveals that
government and indigenous private business individuals and organisations are not doing
enough during the lockdown period, therefore the need for more effort especially among
households in Kano south where the number of food-insecure households is the highest.
The government also needs to take responsibility and accountability of the palliatives given
to the households in Kano, Nigeria.

Keywords: Covid-19, Calorie, Disaggregating, Palliatives, In-Context.

1. Introduction

The challenges faced by the world as a result of food security are shaping into a new and
different dimension with Corona Virus Disease 2019 (COVID-19) pandemic. According to
Food and Agricultural Organisation (FAO); International Fund for Agricultural
Development (IFAD); United Nations Children Emergency Fund (UNICEF); World Food
Programme (WFP) and World Health Organisation (WHO) and in line with Sustainable
Development Goals (SDGs) indicator 2.1.2, it is estimated that about 2 billion individuals
will be facing some form of food insecurity challenges in the world by 2019. This
comprises both moderately and highly food insure people (FAO et al., 2019). An estimated
676 million people, out of the total 2 billion people are in Africa; About 1 billion are found
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in Asia, while an estimated 89 million are found in Northern America/Europe (FAQ et al.,
2019). In Africa, a projected 70 million people are residing in Northern Africa, while about
606 million people are living in Sub Saharan Africa (SSA) by the end of 2018 (FAO et al.,
2019). Some of the reasons for such a vast number of hungry people in the world especially
with the variation include conflicts and displacement, urbanisation, climate change,
extreme poverty and gender inequality (FAO et al., 2019). However, one serious pandemic
that is taking the world by storm and seriously affecting the household's food security
status, which the world has not put into consideration, is COVID-19.

Previously, known as novel Coronavirus disease (2019) which relates mostly to Acute
Respiratory disease or Syndrome caused by [-coronavirus or Coronavirus-2 (SARS-CoV-
2), the virus originated from Hubei Province of China in the city of Wuhan in December
2019 when WHO reported a mysterious Pneumonia in the city (Zhu et al., 2020; Li et al.,
2020). The virus quickly circulated all over the universe with the speed of light;
consequently, becoming a global pandemic by March 11, 2020, recording over three (3)
million cases and over 208,000 death among 213 countries and province (WHO, 2020a).
According to Organisation for Economic Co-operation and Development [OECD], (2020)
uncertainty is extremely high concerning the full scale of the pandemic in African
continents due to underreporting of cases and accuracy in term of data collections in the
regions. However, various governmental organisations have adopted measures to control
the pandemic, which include social distancing, schools’ closure, discouraging large
gathering of individuals, restriction of travelling.

Over 52 African countries have recorded Covid-19 cases with Egypt having the experience
of first case on February 14, 2020 (WHO, 2020b). In Nigeria, the origin of COVID-19
infection can be traced back to 27th February, 2020 when the first index case involving an
Italian national was recorded in Lagos. By 27th March the country marked 27 suspected
cases from five (5) States including Kano State, even though without any death. As at 16th
June, total confirmed cases in the country was 17,148 and reported deaths of 455. Kano
recorded total confirmed case of 1,158 with 50 deaths out of tested samples of 8,432 as at
16™ June 2020 (National Centre for Disease Control [NCDC], 2020). According to Gilbert
et al. (2020), the more the tests, the likelihood of recording higher cases, generally Nigeria
has a modest risk and variable capacity to control the COVID-19 outbreak.

COVID-19 has a direct relationship with food security, in that the origin of the virus is
directly from the food system traced to wet market of Wuhan city in China, which deals in
a wild animal. The pandemic is presently threatening the food security of billions of people
in addition to the already existing challenges of food security highlighted earlier, even
though it was assumed initially that the pandemic would not affect the global food security
(Vos, Martin &Laborde, 2020). In the same vein, De Sousa (2020) observed that currently
there is a serious warning concerning the number of hungry people that may be affected by
the pandemics, mostly as a result of the destruction of the food supply chains, running or
almost doubling the present figure. WFP estimate that by the end of 2020, the number of
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people that will face acute food insecurity due to COVID-19 will be twice as many as
before the COVID-19.

Zurayk (2020) observed that the pandemic has a negative impact with all the four
fundamental dimensions of food security as defined by FAO (2003) which include
availability, accessibility, utility and stability, which will further affect the sustainability of
food security in the world. With no approved treatment of COVID-19 presently, the virus is
severely impacting both national healthcare system as well as socio-economic stability in
the world (WHO, 2020b). For instance, according to Evenlyn (2020), healthcare system in
terms of quality and economic inequality has resulted in the death of numerous black
American, while Galea (2020) observed that poor and marginalised will be severely hit by
COVID-19 pandemic in the world and the USA in particular.

The World Bank (2020c) estimated that 60 million individuals living on less than US$2 per
day would be forced into extreme poverty as a result of the COVID-19 pandemic lockdown
under the worst-case scenario. While in the best-case scenario, an estimated 49 million
people will be forced into extreme poverty due to COVID-19. This is due to shut down in
economic activities all over the globe. Already the most deprived people have started
feeling the impacts of the pandemic with migrant workers across the world losing jobs, this
will subsequently, affect the flow of remittances by at least 20% downward globally or
about US$100 billion will be lost due to remittance in the world in 2020 alone, which will
also affect the food security (World Bank, 2020b).

The pandemic will also cause billions of people in Africa to become destitute. People from
SSA will suffer the most impact, with about 39 countries out of the 100 countries found in
the SSA, and a projected 23 million people living in SSA heading to extreme poverty in the
region alone. South Asia mighty likely suffers from the same fate, with about 16 million
people forced into abject poverty. In comparison, India is expected also to have an
estimated 12 million people forced into extreme poverty. Nigeria and Democratic Republic
of Congo each will have 5 million and 2 million people forced into abject poverty (World
Bank, 2020c).

Several African nations have employed various economic and social support programmes.
Unfortunately, the reality is less than 20 per cent of the African population are formally
employed, with no social security system in place for those in the informal sector. Most of
the countries in Africa are very poor in term of national coffers even before the COVID-19
pandemic. Therefore, there is the need of international communities to step in to assist the
African continents in fighting the epidemic; subsequently, writing off some of the already
existing debts will go a long way in reducing the problems (World Bank, 2020a).

Recent National Bureau of Statistic (NBS) report stated that more than 83 million people in
Nigeria are poor, which translated into 40.1 per cent of the total population. This also
means that for every ten (10) people at least four (4) people are poor with a yearly real per
capita expenditure estimated at below N137,430 (US$381.75) by the national standard. The
report furthermore states that individual monthly income from the above category is
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estimated at N11,500 (US$31,94) with a daily income of less than a dollar N38.00 (NBS,
2020). Accordingly, poverty head count in Kano is estimated to be 55.1 per cent which is
clearly above average or the national standard in the country (NBS, 2020). This deplorable
state of poverty estimation was without the impact of COVID-19, which when compared
with the rate of poverty will be much bigger than the above figure (NBS, 2020). World
Bank report further stated that, 43 per cent of the poorest people are residing in Nigeria
(World Bank, 2020a).

COVID-19, in general, affected the economic activities and subsequently increased the
costs of food items. Annual inflation in the country has risen for straight eight-month
peaking up in April as a result of the spread of COVID-19, which resulted in higher food
prices throughout the country due to lockdown in economic activities. The inflation rate
was 12.34 per cent which represents the highest level in more than two (2) years in the
country (NBS, 2020); this is in addition to the current rate of unemployment and low level
of livelihood in the country even before the COVID-19 pandemic. The country is all set for
a recession which will also affect the status of food security of households.

Empirical evidence of the impact of COVID-19 on food security status in the world is
presently very few. The virus has a devastating effect and can easily affect the food
security status of households either directly or indirectly. Reports have shown that 60 per
cent of the deaths witnessed in the early stage of the pandemic in Kano is linked to
COVID-19, especially among the elderly household heads. The pandemic has also resulted
in distorting the food supply chain in Kano, which also affects the food security status of
households, subsequently, doubling the prices of some staple foodstuffs in the State. On the
other hand, the stringent measures put in place by the government to control the spread of
the virus further compounded the issue of food security status of households in Kano. The
study is the first of its kind in Kano, Nigeria. The paper will also assess the status of food
security and coping strategies adopted by the households due to the lockdown as a result of
COVID-19 in Kano, especially the impact of palliative and other government support to
individual households in Kano.

2. Literature Review

Hossain (2020) investigated the impacts of COVID-19 on Agri-food sector: food security
policies on member countries of Asian Productivity Organisation (APO), using publicly
accessible information. Findings show that short-term, medium-term and long-term
challenges in food security due to COVID-19 have a different degree of impact among the
member countries. The longer the pandemic containment measures continue, the more
challenges faced in the recovering process will be for ensuring smooth accessibility in
terms of food production of staple food and nutrition among the member countries as well
as the trade relationship.

Galanakis (2020) investigated the food systems during COVID-19 pandemic crisis. The
study's objectives are to provide information on bioactive components of food and herbs
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that assist human immune system against COVID-19 infections, identify the global food
security challenges as a result of COVID-19 contentment of lockdown and stress the
significance of sustainability in the food chain to reduce the frequency of food security and
healthcare system crises in the world. Nouh, Elfagi and Omar (2020) also studied the
paradox between food insecurity and weight gain by providing a conceptual proposal
joining weight gain and food insecurity amid COVID-19 outbreak.

Deaton and Deaton (2020) investigated food security and Canada's agricultural system
challenged by COVID-19. Using the Household Food Security Survey Module (HFSSM)
the Canadian Community Health Survey (CCHS), the study observed that there is a
noticeable increase in demand and supply chain disturbances without broad, speedy
appreciation in food prices indicating lack of adequate supply of food in the near future.
The finding further reveals minimal certainty over the medium and long term due to
numerous factors which are instability, especially the rate of the spike in the sickness of
death globally and the country.

3. Methodology

The research was conducted in Kano, Nigeria, which has a total surface area estimated
approximately at 20,400 km? and considered as one of the most populous cities in the
country with population estimated at 9,401,288 people according to the recent population
census (National Population Commission [NPC], 2006). With an estimated annual growth
rate in a population of 2.8 per cent, the population figure is expected to be around
12,626,500 as in 2015 (NPC, 2016; NBS, 2016). The State lies in the northern part of the
country, sited in the northwest region, with an estimated annual rainfall ranging 600-1,200
mm from the Northern Guinea Savannah and an expected rainfall of 300-600 mm from the
Sudan Savannah. On the average, rainfall estimated around 840 mm running for
approximately for three (3)-Four (4) months duration depending on the location. The
average annual temperature ranges from 30°C — 45°C with the maximum temperature
running normally from February to May every year (NBS, 2012).

The unit of the study is the household head which can either be a male-headed or a female-
headed household. The sampling procedure employed was multistage stratified non-
probabilistic sampling method involving four stages. In the first stage, Kano is stratified
into Kano urban and Kano rural. Secondly, further stratification was conducted to
stratifyKano rural into Kano north and Kano south. At the same time, Kano urban was
classified as Kano metropolitan. This is to enable the research to have a more
comprehensive coverage among the households in the State.

The State has a total number of 44 Local Government Areas (LGAS). Kano metropolitan
has eight (8) LGAs, Kano north has 17 LGAs, while Kano south has 19 LGAs. In the third
stage, two (2) LGAs (Gwale and Kano municipal) were selected from Kano metropolitan.
At the same time, four (4) LGAs each from Kano north (DawakinTofa, Gwarzo,
Karaye&Kunchi) and south (Kura, Sumaila, Gaya &Wudil) were selected, making a total
of 10 LGAs for the study.
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According to the recent Census in the State, there are about 1,603,300 regular households
in Kano (NPC, 2006). A total of 426 regular households were selected for the survey. Fifty
(50) respondents each from Kano metropolitan and 325 respondents from Kano rural (164
regular households from Kano north and 161 regular households from Kano south) were
selected. The fourth stage involved selection of households from wards in each LGA
selected from the regular households with a maximum of 5 wards.

A questionnaire was distributed to the respondent household heads, which comprises both
farming and non-farming household heads. The questionnaire was designed to achieve the
objectives of the study, which include the socio-economic characteristics of the household
heads adopted from Action Against Food (ACF) — Food and Security and Livelihood
Assessments, with a slight modification to suit the communities in the study area.
Questionnaire on the Coping Strategy Index (CSI) was adopted from Feinstein
International Centre, Tufts University and TANGO (2008) also with a slight modification
to accommodate some of the strategies adopted by the household heads in Kano especially,
during the COVID-19 lockdown.

The data collection took about two months to collect from the time of the first State
lockdown in April-Mid June 2020. Five (5) research assistants were employed to assist in
the administering of the questionnaire.

Food Security Index (FSI) and In-Context Coping Strategy Index (Original CSI) were used
while analysing the food security status of the households. The FSI was selected because it
is simple and easy to convert the calorie consumption of households and compared it with
the recommended calorie requirement, especially in a low-income country like Nigeria.
The index also uses the food consumption pattern of each household in the study area. At
the same time, In-the-Context CSI has the flexibility to accommodate additional coping
strategies and measure their impact or relevance during COVID-19 lockdown.

Food Security Index

Food Security Index (FSI) measures individuals and household calorie intake. FAO
recommended an average daily individual calorie intake based on country and province of
the world. The organisation further suggested an average calorie consumption per day of
2,710 kilocalorie (kcal) for an individual in Nigeria. A household with a daily average (per
capita) calorie consumption of 2,710 kcal or more is food secure. In comparison, average
calorie consumption below 2,710 kcal the household is then considered food insecure
(FAO, 2017).

The index involves two procedures, the identification and aggregation. Setting up and
recognising the minimum nutritional level that is required to sustain a nutritious level is
known as identification. This level is the line of food security level, which defines a
household as food secure when equal or above one (1) or food insecure if the level is below
one. The aggregation procedure, on the other hand, is the total recommended average daily
calorie obtained for a household after considering the adult equivalent (FAO 2016).
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Daily per capita calorie requirement or daily average calorie requirement is calculated by
demarcating the household's members into different age group since each diverse group
have different calorie requirement, which then is converted into Adult Equivalent Scale
[AES] (Stefan & Pramila, 1998). Table 1 shows the average adult adjusted scale as
recommended by the joint report of FAO, WHO and United Nations University [UNU]
Expert Consultation (FAO, 2004) also adopted by Stefan and Pramila (1998) and Mukhtar,
Kamaruddin and Applanaidu (2018a).

Table 1: Average Daily Calorie Recommendation/ Factor Conversion

Age (Yrs) Category Average Daily Calorie Factor Equivalent
Children less < 6 Yrs 813 0.30
Children 7-18 Yrs 1,897 0.70
Adults Above 18 Yrs 2,710 1.00

Source: Mukhtar et al. (2018a)

The total calorie requirement of each household is derived by taking the aggregate total
number of adult equivalent and then multiplied by the country's recommended daily calorie
per capita. For instance, a household with four (4) children under the age of six (6) years,
the adult equivalent will then be [6 children *Adult Equivalent 0.3 = 2 adults]. Hence
calorie requirement for the 6 children under the age of 6 years will then be [2 adults*2,710
kcal = 5,420 kcal] (Mukhtar et al.,, 2018b; Mukhtar, 2020a; Mukhtar, 2020b). The
procedure is then repeated for each age group in the household to obtain the total
summation of the total calorie requirement for all three categories for the entire household.
The per capita calorie requirement for the household is obtained by dividing the total adult
equivalent in the household.

Households' daily calorie intake or consumption depends on the household's own food
production, foodstuff purchased for household consumption, food from other sources
different from own production and foodstuff purchased for consumption purpose.
Household food consumed was obtained for a week and converted into a daily average in
the form of the kilogram. The total quantity of food consumed in kilogram (energy per
kilogram) was determined using Oguntona and Akinyele (1995) in Appendix 1, which
when multiplied by the energy content will give the total kcal of each food consumed daily.
Therefore, FSI is given as follows:

where y is the household food security status which can be one (1) or above as household
being food secure or below one (1) as a food-insecure household. Y; represents the daily
per capita calorie intake/consumed of i household, while R is the daily per capita calorie
recommendation in a household in Nigeria set up by FAO.

The difference between the outcome of the index indicates either the shortfall or surplus
index. The shortfall evaluates the magnitude to which household is food insecure, therefore
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the higher the shortfall, the more severe the food insecurity in the household, while the
surplus indicates the extent of the comfortability in terms of food security, the bigger the
surplus, the more household are food secure. The index in terms of shortfall or surplus is
given as follows:

lvmy

AL ST H, 2

Hic 3
R

where m defines the quantity of households classified as food secure or food insecure, H; is
the per capita calorie intake deficiency or surplus. Household head count ratio identified
the percentage of the households’ food security status (food secure or food insecure) and is
given as follows:

where n is the total number of the sampled households in the study area.

Coping Strategy Index

According to the Food and Nutrition Technical Assistance [FANTA], (2003), Coping
Strategy Index (CSI) measures the different consumption patterns espoused by the
household for the duration of a food shortage or inadequate access to food over time. The
index comprises numerous questions on how best household fare the food shortage capture
in a simple score. The index is built based on the outcomes to a single question "what
happens when there is enough food consumption, but the resources to purchased are the
constraint?" The index is suited to serve as a tool during emergencies situation, especially
when other tools fail or unpractical. Therefore, CSI measures the number of events
happening (frequency) and the structural adjustment made by the household in terms of
food consumption. The index achieved the following purposes: provide the extent of food
security challenges quick and fast, assess the impact of food assistance programmes,
provide an early signal of an impending food crisis and point the causes of malnutrition and
the location in dire need of food assistance (FANTA, 2003). In summary, CSI determines
whether food security challenges in a household is increasing or decreasing (Maxwell,
1996).

Two adaptable strategies were identifiable in a household whenever faced with issues of
food security (FANTA, 2003; Mukhtar, 2019¢; Mukhtar, 2020b). Firstly, the short-term
consumption adjustment and the long-term adjustment in income generation capacity,
production patterns and one-time solution in household's resources like disposal of assets to
purchase foodstuff or using of business capital (FANTA, 2003). Under the short-term
strategy, household immediately change consumption pattern the moment there is the
slightest indication of shortage in terms of food consumption and mighty not wait for the
situation to escalate, this accordingly indicates a problem with food security in a household
(Maxwell et al., 1999). Long-term strategies show a deteriorating food security challenges
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in a household, hence the tendency of adopting strategies that considered to be severe and
irreversible, which subsequently resulted in critical and severe food security challenges
(Devereux, 1993; Mukhtar, 2019a; Mukhtar, 2020b).

According to FAO (2008), households adopt four (4) kinds of consumption adjustment
patterns whenever faced with food security challenges. However, the severity may likely
differ from one household to the other. These strategies include the following:Firstly,
dietary plans trade-offs, shifting from most preferred food to less and sometimes cheap
foodstuff; changes in food stock through short-term strategies considered unsustainable for
instance, borrowing or purchasing food on credit or sometimes adopting severe strategies
like begging or eating wild foods, immature crop or stock of seeds; reducing the number of
household members to another place to allow for available food in the household and
rationing of food available to the household.

CSI is measured using two (2) approaches, namely In-Context or Original CSI and
Comparative/Reducing CSI (Universal Approach). The underpinning assumptions are
based on the fact that the general question and the corresponding responses must strictly be
on the right list of coping behaviours prevailing in the study area; the frequency of the
behaviours used in the recent time and the severity of each strategy specified (FANTA,
2003). Since there is COVID-19 and various measures are put in place to reduce infections,
especially the lockdown in the State, numerous coping strategies are put forward by various
households in Kano; this prompt the adoption of In-Context CSI. The advantage of this
approach is the flexibility of identifying the existing strategies available. Specifially, the
study wants to assess the impact of palliative measure put in place by the government to
reduce the suffering of poor households in the study area.

The approach weighted a given frequency consumption pattern habits based on the severity
of the pattern, which is then summed up to all the consumption behaviours in the list as
obtained from the study area, which is the first pillar. The aim is to provide the status of
food security in both the present condition and the future, subsequently the higher the score
of the index, the higher the level of coping strategies is expected and the higher the
challenges faced by the households in term of food security (FANTA, 2003). The second
pillar is to identify and rank the severity of the coping strategies in line with households’
responses, with ranges from 1-less severe coping strategy — 4- highest coping strategies
(Maxwell & Caldwell, 2008).

4. Results

Descriptive analysis from Table 2 shows the socio-economic profiling of the household
heads from the study area. There is a total of 425 household heads; about 85 per cent are
headed by a male, while 15 per cent are headed by female household heads. The average
age among the household heads is estimated at 41 years. The average age among household
heads indicates that the household heads are in their productive age, which is a good signal
for achieving food security status. In terms of marital status, 89 per cent are married, 3 per
cent are divorced, and 8 per cent are widowed. The average household size in the study
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area is estimated at ten (10) individuals per household, comprising six (6) children under
the age of 18 years, while an average of four children in school and four (4) adults
individuals. Households’ response further stresses that COVID-19 has impacted negatively
toward children education since school are close to control the pandemic. However, an
astonishing outcome of the survey is that majority, or 65 per cent of the respondents
believed that COVID-19 is purely a hoax and only a means through which government can
mobilise assistance locally and internationally.

In terms of household classification, an estimated 60 per cent are farming household, while
40 per cent are non-farming household. Average farming experience among the farming
households is estimated at 31 years, while average cultivable land is estimated at four-
hectare (4ha). Land ownership structure reveals that majority or about 64 per cent are
inherited/family, 25 per cent privately owned, while 2 per cent and 9 per cent are
community and rented land respectively. In term of labour contribution in farming, about
67 per cent are hired labour, while 33 per cent are family labour. However, evidence has
shown that most of the farmers are affected by the lockdown, which will subsequently
distress the status of food security in Kano, Nigeria in future.

Educational background from Table 2 reveals that about 13 per cent have a non-formal
education; 18 per cent have a primary school certificate, an estimated 20 per cent have
SSCE/GCE. In contrast, 30 per cent and 16 per cent have NCE/OND and Bsc/HND,
respectively. Only 5 per cent have M.Sc./Ph.D certificate. In term of occupation, majority
or about 50 per cent of the household heads are into Public sector employment, about 11
per cent are into the private sector, while 39 per cent are into the farming sector. Although
there is no evidence of loss of job from the public sector employment, about 43 per cent of
the household heads under the private sector employment indicated a loss of employment
and subsequently a slight reduction in both income and food security status by the affected
households. However, majority of the public sector employees reported a reduction in
income earned effectively from April 2020 because the government has reduced salary of
all the employees of 20 per cent — 30 per cent depending on the grade level. This finding is
in line with recent results by NBS (2020) which stated that about 42 per cent job lost due to
COVID-19 in Nigeria and that the impact is severe in commercial, service and agriculture.
Also, according to United Nations Economic Commission for African [UNECA], (2020)
even though Africa will be accounted for an insignificant percentage of people affected by
the pandemic in terms of death, however, it is estimated that the continent may as a result
of COVID-19 lose more than 60 million jobs if total lockdown is implemented in the
continents.

Average monthly expenditure among households is estimated at N115,000 (US$319),
while average households' income is estimated at N132,000 (US$367) monthly. Findings
from the NBS (2020) reveal that 79 per cent of the Nigerians have reported a significant
reduction in both household income and expenditure since mid-March 2020. While
purchasing staple foodstuffs by households is becoming harder by the day. Both average
income and expenditure are also in line with findings by World Bank (2020) that a large
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number of individuals are surviving on less than US$1.90 (N684). Since each household
has an average of ten (10) individuals and that average monthly expenditure is estimated at
N115,000 (US$319) it will translate into a daily household expenditure of N3,800 (US$11)
and daily individual expenditure of N380 (US$1.06). Although previous researches have
reported a slightly different income and expenditure by households in the study area,
however, this finding indicates that COVID-19 is impacting on the income and expenditure
of households in the study area. Also, the State government has reduced the salary of the
public sector employees ranging from 10 per cent — 30 per cent depending on the grade,
effective from May 2020.

Farming households' production among farming household heads reveals that about 90 per
cent of the production annually goes to market for sale, which translates into an average of
N1,081,000 (US$3,003). The farming households consume about 6 per cent of the total
annual production, which translates into an average of N72,000 (US$200). In contrast, 2
per cent of the yearly production is set aside for donations and seedling for the next
farming seasion. Farming household production finding is based on the previous year
output. However, most farming households are not optimistic about this year’s farming
production. This is, as a result of measures put in place to control COVID-19 spread among
the community and individuals. Already, the farming season has since started, but farmers
are still under the lockdown, while markets for raw materials also remained closed due to
COVID-19 pandemic.

Table 2 Socio-economic Profiling for Farming and Non-farming Households

General Households Farming Households
Variable % Average | Variable % Average
Gender Farming Experience (Yrs) 31
Male 85 Cultivable Land (ha) 4
Female 15 Land Ownership
Marital Status Private 25
Married 89 Family 64
Divorced 3 Community 2
Widowed 8 Rented 9
Age 41 | Labour Contribution
Household Size 10 | Hired 67
Under 18-Years 6 | Farming 33
Adults 4 | Household Production
Household Classification Consumption 6
Farming Household 60 Naira 72,240
Non-Farming 40 Dollar 200
Occupation Sales 90
Public Sector 51 Naira 1,083,600
Private Sector 10 Dollar 3,010
Farming 39 Donation 2
Educational Background Naira 24,080
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Non-formal Education 13 Dollar 67
Primary School Certificate 18 Seed 2

SSCE/GCE Certificate 20 Naira 24,080
OND/NCE 30 Dollar 67
Bsc/HND 16

M.Sc./PhD 5

Monthly Expenditure

Naira 115,000

Dollar 319

Food Expenditure 29

Non-food Expenditure 71

Monthly Income

Naira 132000

Dollar 367

Note: Naira exchange at CBN official rate of N360/US$1
Source: Research Survey, 2020

Analysis from the FSI is presented in Table 3. Indication from Table 3 reveals that food
security index is 0.66 in the study area, clearly indicating that the Kano State is food
insecure, especially during the lockdown period as a result of COVID-19 pandemic. The
table also reveals that total Daily Calorie Consumption (DCC) among the households is
estimated at 5,053,580.60 kcal. In comparison, total Calorie Requirement (CR) among the
Adult Equivalent or households is estimated at 7,673,702 kcal. With total AE of 2,824
individuals in the study area, Per Capita Daily Calorie Consumption (PDCC) is estimated
at 1,789.51 kcal clearly, below the recommended calorie requirement set by FAO of 2,710
kcal. The Per Capita Calorie Requirement (PCCR) among the AE in the study area is
estimated at 2,717.32 kcal. Therefore, shortfall created from the index is estimated at 0.34,
which indicates the gap that needs to be filled among the households to make the Kano
food secure. On the aggregate, only 46 per cent of the households are food secure, while 54
per cent are food insecure.

Table 3: Household Food Security Index/Status in Kano, Nigeria

Description Percentage Kcal
Food Secure Households 46

Food Insecure Household 54

Total DCC 5,053,580.60
Total CR 7,673,702.00
PDCC 1,789.51
PDCR 2,717.32
Food Security Index () 0.66
Surplus/Shortfall Index (o) 0.34
Adult Equivalent (AE) 2,824.00

Note: where DCC stands fordaily calorie consumption; CR — calorie requirement; PDCC — per
capita daily calorie consumption; PDCR — per capita calorie requirement.
Source: Field Survey, 2020
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The index revealed how hard COVID-19 is impacting negatively on household’s food
security status, which can subsequently result in a weak immune system to fight back the
pandemic in Kano. Also, recent studies, especially those before the pandemic have shown a
better food security index among households in Kano (Mukhtar et al., 2018a).

Table 4 further reveals that total DCC among the food secure households in the study area
is 2,877,190.90 kcal, while total CR is 2,355,606 kcal among the households. PDCC, on
the other hand, is 3,318.56 kcal and PCR is 2,716.96 kcal. The result indicates that
households have surpassed the daily calorie requirement set by the FAO. Surplus index
from Table 4 further reveals that the households considered to be food secure exceeded the
threshold of 1 by about 22 per cent. Total AE in the study area that is regarded as food
secure is 867 AE. On the other hand, Table 5 shows the food security index of households
considered to be food insecure with total DCC of 2,176,389.90 kcal and total CR of
2,355,606 kcal. The PDCC is estimated to be 1,112.11 kcal, while the PCR is 2,717.47
among the total AE of 1,957 individuals. Food security index from Table 5 is 0.41, with
food shortfall estimated to be around 0.59.

Table 4: Food Security Index for Food Secure Households in Kano, Nigeria

Description Kcal
Total DCC 2,877,190.90
Total CR 2,355,606.00
PDCC 3,318.56
PDCR 2,716.96
Food Security Index () 1.22
Surplus/Shortfall Index (o) 0.22
Adult Equivalent (AE) 867

Source: Field Survey, 2020.

Food security index based on regional classifications as revealed in Table 4.4 shows that 48
per cent, 69 per cent and 31 per cent of the households in Kano north, Kano metropolitan
and Kano south are food secure respectively. In contrast, 52 per cent, 31 per cent and 69
per cent of the households in Kano north, Kano Metropolitan and Kano south are food
insecure respectively. This clearly shows that the negative impact of COVID-19 is much
higher in Kano south and Kano north than Kano Metropolitan. Food security index from
Table 7 further reveals that Kano north has an index of 0.65, Kano Metropolitan has 1.13
while Kano south has 0.49; this result further shows that Kano Metropolitan is relatively
food secure during the lockdown period with a surplus index of 0.13 or 13 per cent, while
both Kano north and Kano south are food insecure with a shortfall of 0.35 and 0.51
respectively. Total household DCC for Kano north, Metropolitan and south is estimated at
2,056,219 kcal, 1,371,542 kcal and 1,620,819 kcal respectively. In contrast, total CR
among the households in Kano north, Metropolitan and Kano south is estimated to be
3,147,460 kcal, 1,218,958 kcal and 3,307,284 kcal respectively. With AE of 1,161, 446 and
1,217 for Kano north, Kano Metropolitan and Kano south respectively, this will translate
into PDCC of 1,771.08 kcal, 3,086.42 kcal and 1,332 kcal as well as PCR of 2,710.99 kcal,
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2,733.09 kcal and 2,718 kcal for Kano north, Kano Metropolitan and Kano south
respectively.

Table 5: Food Security Index/Status for Food Insecure Households in Kano, Nigeria

Description Kcal
Total DCC 2,176,389.90
Total CR 5,318,096.00
PDCC 1,112.11
PDCR 2,717.49
Food Security Index () 0.41
Surplus/Shortfall Index (a) 0.59
Adult Equivalent (AE) 1957

Source: Field Survey, 2020

Further disaggregating the household based on income classification, household size and
educational qualification, as shown in Table 6, majority or about 41 per cent of the
households considered to be food secure are within the income range of N101,000-
N200,000 (US$278-US$556). In comparison, the majority or about 83 per cent of the
households considered to be food insecure have income level within the range of N10,000-
N100,000 (US$28-US$278). In terms of educational background, on the other hand,
majority or about 43 per cent of the households considered as food insecure have low
educational qualification ranging from non-formal education, primary certificate and
SSCE/NCE. In contrast, the majority, 53 per cent of households have a higher educational
background. In terms of household size, the majority of the food secure households or
about 71 per cent have a household size between 1-20 individuals.

Table 6: Percentage Classification of Food Security Index based on Household Income,
Size and Educational Background in Kano, Nigeria

Description Food Secure Food Insecure
Income

N10,000-N100,000 (US$28-US$278) 35 83
N101,000-N200,000 (US$281-US$556) 41 17
N201,000-N300,000 (US$558-US$833) 11 0
N301,000-above (US$836-above) 13 0
Educational Background

Low Educational Qualification 17 43
Middle Educational Qualification 30 34
High Educational Qualification 53 23
Household Size

1-10 Individuals 71 54
11-20 Individuals 28 41
21-above 1 5

Source: Field Survey, 2020
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In comparison, about 28 per cent of the food secure households have a household size of
21-above individuals. On the other hand, the food-insecure household is even among the
households with 54 per cent of the food-insecure households with 1-20 individuals and 46
per cent with 21-above individuals. About 54 per cent and 41 per cent of the food-insecure
households have 1-10 individuals and 11-20 individuals, respectively.

Further disaggregating the food security index into regions in Kano, as indicated in Table
7, result shows that 48 per cent, 69 per cent and 31 per cent of households in Kano north,
Kano Metropolitan and Kano south are food secure with food security index of 0.65, 1.13
and 0.49 respectively. The findings reveal that only Kano Metropolitan is food secure.
Also, results show that 52 per cent and 69 per cent of households in Kano north and Kano
south are food insecure while only 31 per cent of the households in Kano Metropolitan are
food insecure. The result revealed that Kano south is facing severe food security challenges
in Kano. However, it should be noted that both Kano north and Kano south have large adult
equivalent than Kano with only 446 AE.

Table 7: Food Security Index based on Regional Households in Kano, Nigeria

Kano
Kano north Metropolitan Kano south

Description % Kcal % Kcal % Kcal
Food Secure Households 48 69 31
Food Insecure Household 52 31 69

1,376,5 1,620,81
Total DCC 2,056,219 42 9

1,218,9 3,307,28
Total CR 3,147,460 58 4
PDCC 1,771 3,086 1,332
PDCR 2,711 2,733 2,718
Food Security Index () 0.65 1.13 0.49
Surplus/Shortfall Index
(o) 0.35 0.13 0.51
Adult Equivalent (AE) 1,161.00 446.00 1,217

Source: Field Survey, 2020.

Findings from In-context CSI reveal that severity ranking among the seven (7) identifiable
strategies during COVID-19 lockdown period, which include low severity and high
severity. Under low severity, we have borrowing money to purchase food or purchasing
food on credit, depending on government palliatives or family and friends for food, eating
less preferred foodstuff and infants eating first. Iltems under high severity include selling
assets/livestock or business capital to eat, reduction in consumption of food and skipping
meals. Average frequency or the average number of days households used to depend on a
strategy was also identified. Indication revealed that the highest average days is four (4)
days and the least days is three (3) as shown in Table 8. Table 8 further reveals the average
weighted scores for each of the adaptable strategies in the study area. Selling
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assets/livestock or using existing business capital to feed, reduction in consumption of food
in the household and skipping meals have the highest weighted scores of 16, 12 and 16,
respectively. While others have less weighted scores and therefore are considered as less
severe coping strategies. Average coping strategy weighted score in the study area is 61,
which indicates that food security is a serious challenge in the area, especially regarding
the COVID-19 total lockdown.

However, it should be noted that there is no one strategy adopted by households, but rather
various strategies to cope with COVID-19 lockdown. Furthermore, responses from the
heads of the households indicated that government palliatives of any form had not reached
the poorest. In some cases wealthy individuals in the communities have impacted
positively through government, but the relief materials are yet to reach the households after
data collection, but this can be linked to the issue of corruptions that mere the whole
exercise.

Further disaggregating the CSI into the regional area as revealed in Table 9 indicates that
average CSI in Kano north, Kano Metropolitan and Kano south is estimated to be 61, 56
and 63. This showed that Kano south is in dire need of assistance in terms of food because
it has the highest tendency of having a large number of food-insecure households. The
findings are also in line with results from FSI, which reveals that the food security index in
Table8: Average Household Frequency, Severity Ranking and Average Scores in Kano,
Nigeria

Average Severity Average
Description Days Ranking Score
Borrowing/Purchasing Food on
Loan/Credit 3 1 3
Selling Assets/livestock/Using Business
Capital 4 4 16
Reduction in Food Consumption 4 3 12
Depending on Government
Palliatives/Assistance 4 2 8
Eating Less Preferred Food 3 1 3
Skipping Meals 4 4 16
Children Eating First 3 1 3

Average Scores (Average CSI) 61

Source: Field Survey, 2020

Kano north is 0.41, with about 69 per cent of the AE of 1,217 individual food insecure.
Furthermore, Table 9 shows that high severe coping strategies in both Kano north and
south are selling assets/livestock or using business capital to purchase food, reduction in
consumption of foodstuff and skipping meals. While in Kano Metropolitan, high coping
strategies include selling assets/livestock or using business capital to purchase food and
skipping meals.
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Table9: Average Regional Household Frequency, Severity Ranking and Average Scores in
Kano, Nigeria

| KN | KM [Ks
Description R AD S AD S AD S
Borrowing/Purchasing Food on Loan/Credit 1 3 3 3 3 4 4
Selling Assets/livestock/Using Business Capital 4 4 16 4 16 4 16
Reduction in Food Consumption 3 4 12 3 9 4 12
Depending on Government Palliatives/Assistance 2 4 8 3 6 4 8
Eating Less Preferred Food 1 3 3 3 3 3 3
Skipping Meals 4 4 16 4 16 4 16
Children Eating First 1 3 3 3 3 4 4

Average Scores (Average CSI) 61 56 62

Note: KN= Kano North; KM= Kano Metropolitan; Kano South; R=Ranking; AD= Average Days;
and S= Severity
Source: Survey, 2020

5. Conclusions and Recommendations

The study examined the impact of COVID-19 against household food security and coping
strategies adopted during the lockdown period in Kano State, especially the government
palliatives. Findings from the study reveal that majority or about 54 per cent of households
in Kano are food insecure. This is relatively different from the previous results of food
security status in Kano, an indication that COVID-19 has a severe impact on the food
security status of households in Kano. In-context CSI also shows an increase average index
in Kano as against the previous studies. The results from FSI and CSI all indicate that Kano
south has the highest food insecure households and in dire need of assistance in terms of
government palliative.

Findings from the socio-economic description of the households reveal that 85 per cent and
89 per cent are male and married households, respectively. The average age among the
households is 41 years, while the average household size is estimated to be ten (10)
individuals per household. Finding also shows that the impact of COVID-19 has started
manifesting on the private sector employment; it also affects both the monthly expenditure
and income of the households in the study area. About 60 per cent of the households are
farming households. However, evidence has shown some form of diversification among the
households, agricultural outputs for the current farming activities will also be impacted by
the COVID-19 especially if the existing measure of lockdown continues. There are also the
challenges of few workers in the farm, lack of market for raw materials to be used in the
farmers.

This study, therefore, recommends the following for the policymakers in Kano. Firstly, it’s
imperative to accept the new fact concerning the new norm in terms of living with COVID-
19. The government needs to come up with smart measures in fighting the virus. Total
lockdown in Kano will only deteriorate the level of food security status among household
heads; especially those involved in private businesses who need to go out before putting
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food on the table and farming households that need to go to farms for planting and other
agricultural activities.

Lockdown, especially to the farmers in Kano, will seriously affect the outcome of the
present agricultural activities for the year, which will subsequently affect the food security
status of households and the State in general. Kano is identified as the food basket of the
Nation. The government should either come up with some specific days that will allow the
farmers to go to farms and enable other services that have a direct link with farming
activities to operative under strict compliance with social distances and use of face mask.
In so doing that, agricultural activities will not be affected, which will also allow household
heads to have available food for households. There is also the need for the government to
encourage the production of food crops against cash crops among farming households.

The effort put in place by the government and wealthy private individuals in the State is
considered minimal. While the government always insist on lack of funds due to low
revenues and grants from the Federal Government, much is expected on the part of the
State government. The contributions obtained from the private business individuals in the
State are also meagre considering the number of vulnerable individuals in the State,
especially in Kano south. Therefore, there is the need for more wealthy individuals to step
up and contribute more during this pandemic.

Government needs to put in place measures that can keep track of the palliative and
contributions sourced for the most vulnerable in Kano for accountability, especially as
evidence has shown that the materials and food items in most cases ended up in the hand of
the politicians and their party members. Therefore, the government needs to completely
take the issue of corruption in the system with all the seriousness it deserves.
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Abstract

The role of librarians in information management and dissemination is the primary role in
librarianship and the information cycle as a whole because information management (IM)
is all about the control of how information is created, acquired, organised, stored,
distributed, and utilised as a means of promoting efficient and effective information access,
processing, and use by people and organisations or libraries. Information dissemination is
also part of information management. However, it is specific to the provision of
information to end users for accessibility. This paper therefore highlights the role of
librarians in information management and dissemination with a view of bringing to bare,
the fundamental roles of librarians in librarianship. In addition, the transformations
necessitated in the management and dissemination of information overtime; due to
literature explosion and the corresponding proliferation of information technology in the
library thereby changing management and dissemination of information from traditional to
electronic, digital and hybrid methods in libraries. With this perspective, there arises the
need to equip today’s librarians with ICT skills to tackle the evolving challenges in the
field of library and information science to remain relevant in playing the major roles of a
librarian, especially in information management and dissemination.

Keywords: Librarians, Information Management, Information Dissemination, Library.

1. Introduction

Traditionally, libraries were known to be physical buildings for housing collections of
books, journals, manuscripts and other recorded information (Ogunsola, 2011). In today’s
world, we see a greater change in the way libraries are operated. Through the use of
technology, the library walls have been broken. Users are now able to access information
remotely through digital and/ virtual libraries. Terminologies associated with 21st century
libraries include; automated library, digital library, hybrid library, virtual library and library
2.0 (Halder, 2009).

Some of the principles guiding 21st century libraries are: round the clock accessibility,
absence of barriers, libraries are now more active than passive, flexibility and best of breed
systems in library services (Ramos, 2017). 21st century libraries identify with library
information management systems, cloud information management systems, 24/7 reference
services, e-books/content and Online Public Access Catalogue (OPACS) (Chutia, 2015) as
an organ in the information cycle. In the 21st century library, there is more life and

181


mailto:adamumahmud109@gmail.com

Publication of the Faculty of Management & Social Sciences, IBB University, Lapai, Niger State-Nigeria

LAPAI INTERNATIONAL JOURNAL OF MANAGEMENT AND SOCIAL SCIENCES
@ Vol. 12 No.2, December, 2020 ISSN:2006-6473

energetic atmosphere than the traditional libraries. Many libraries are renovating their
library spaces and environments around the concept of ‘learning commons’ (Litzenberger,
2016). It is the norm for a 21st century library to have wireless connectivity and outlet
access. Some libraries even have extended services such as coffee café because 21st
century information seekers view the library as their second home due to conducive
environments and services offered in the digital age.

For example, traditionally, librarians were known to be responsible for shelving books,
they were generally associated with the collection of books. The roles of librarians are
unremittingly evolving to suit the current social needs and technological developments.
The 21st century libraries operate in the digital world; therefore librarians are required to
intensify their skills to remain relevant in their profession. The role of the library in
information management and dissemination has now expanded to include knowledge
workers/brokers, digital curators, end user trainer/educator, eb organiser and designer,
Interface designer, change agents, knowledge manager/knowledge broker, knowledge
mapping skills, researcher, website builder and publisher, content manager, consortia
manager; strategic planning, systems development and project management, service
orientation, marketing and presentation skills, technical, managerial and information
technology skills, advocate (act as a lawyer e.g. concerning issues such as copyright law
and intellectual property rights), consultant, collaborator, mentor, leader, sifter of
information resources, financial manager, subject experts and lastly, policy makers
(Shonle, 2017; Halder, 2009; Jain, 2013; Khan & Bhatti, 2012; Melchionda, 2007; Rao &
Babu, 2001; Uzuegbu & McAlbert, 2012; Verma, 2015).

Information management (IM) is the collection and management of information from one
or more sources and the distribution of that information to one or more audiences. This
sometimes involves those who have a stake in or a right to that information. Management
means the organisation of and control over the structure, processing, and delivery of
information. The librarian’s role in ensuring this is critical to the existence and continuity
of the library. Hence, the lifecycle of a library revolves around information management.

Information management therefore, has been the issue of concern to library & information
professionals all over the world. People have adopted various approaches to information
management and there is often controversy and lack of proper orientation about it.
Information management systems offer a framework within which to accomplish the
management of data and information resources in an orderly and systematic fashion.
Information management systems include all methods and procedures for collecting and
processing information on a particular resource and formatting that data in a manner which
is useful for the users. The libraries are nowadays more serious towards the management of
information resource than in the earlier past. The factors that has greatly influenced the
information management are: information explosion, proliferation of documents and
extensive use of information handling technologies. The books, journals, newspapers,
research reports all have contributed to the flow of information. This has brought some new
challenges like economic storage, efficient retrieval and effective use of information. The

182



Publication of the Faculty of Management & Social Sciences, IBB University, Lapai, Niger State-Nigeria

LAPAI INTERNATIONAL JOURNAL OF MANAGEMENT AND SOCIAL SCIENCES
@ Vol. 12 No.2, December, 2020 ISSN:2006-6473

academic libraries in particular are experiencing difficulties in managing information as
they are required to meet the needs of people of varying degree of specialization and
interests (Prasad, 2018).

Information management in the digital era has struggled to curtail these challenges through
increasing digital storage and the World Wide Web, information retrieval systems,
databases, electronic, digital and hybrid libraries and knowledge management systems
(Meola, 2016).

CEINT3

The keywords: “Knowledge management”, “information management” and “information
dissemination” are familiar terms used in the information world. The management of
information has long been regarded as the domain of librarians and libraries. Librarians and
information professionals are trained to be experts in information searching, selecting,
acquiring, organising, preserving, repackaging, disseminating, and serving. However,
professionals in information technology and systems have also regarded information
management as their domain because of the recent advances in information technology and
systems which drive and underpin information management. One of the clearest evidences
of this is that the positions of “Chief Information Officer” (CIO) in many organisations are
generally held by information technologists instead of librarians. In fact, most of the work
of CIOs has to do with developing and managing the IT infrastructure and systems, not the
managing of information per se. (Lee, 2015)

With the growing interest in knowledge management, many questions have been raised in
the minds of librarians regarding: the difference between information and knowledge;
between information management and knowledge management; who should be in charge
of information and knowledge management; would librarians and information
professionals with appropriate education and training in library and information science be
most suitable for the position of “Chief Knowledge Officer” (CKO) in their organisations;
and what libraries can do in implementing knowledge management.

2. Literature Review

Theoretical Framework

Choo (2008) defines "information management as a cycle of processes that support the
organisation’s learning activities: identifying information needs, acquiring information,
organising and storing information, developing information products and services,
distributing information, and using information™. Radon (2016) pinpoints the importance of
Information Management in Libraries even in the modern ICT environment as “the new
technologies of the Internet and beyond will require more expertise in information
management”. Rowley (2018) proposes four different levels of information management:
information retrieval, information systems, information contexts, and information
environments. Effective information management, according to him, needs to address
issues at all of these levels.
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Hence information management plays an important role in this context in order to manage
information resources and services in the library. Information Management skills definitely
help the library professionals in facing these revolution and challenges. Library
professionals are the most valuable information asset in Libraries. Library patrons expect
from LIS professionals to help in accessing and retrieving the relevant information at the
correct time and managing information. They are involved in managing Information and
information management work in libraries. These professionals who carry out the
information management responsibilities require specific knowledge, skills and attributes
related to managing information, library services, archiving, data management, content
management, information access and retrieval in the context of Digital Information product
and services.

Skills for managing Digital Information

The Library professionals who work in the hybrid libraries are required to have knowledge,
skills and attitudes necessary to create, store, analyse, organise, retrieve, and disseminate
print and digital information. The new digital information environment requires librarians
to acquire new skills like web 2.0 technologies, internet, ICT and soft information
management skill to manage a vast amount of digital information and sustain the Digital
information and services over a long period of time.

Library professionals of this information age must also realize the importance of the new
knowledge and skills and update them for making the library sustainable and managing the
flood of information effectively. Importance of this concept was highly revealed by
Bhaskar, and Martens (2008) that “The new librarian combines a collaborative attitude,
social awareness, creativity and cultural knowledge with management skills, knowledge of
digital developments and the ability to enter into alliances. The librarian of the future is
able to innovate the discipline based on content. Not single-handedly, but together with
colleagues, other libraries and social partners. This requires talent as well as a large
measure of professionalism and expertise” (Morgan, 2014).

Ezema and Ugwu, (2014) Identified interpersonal, leadership & management and
information technology skills are the main skills required by librarians for the emerging
digital library environment. The study also found that the librarians’ skills in interpersonal,
leadership and management are higher than in information technology. Chowdhury (2013)
suggests the following measure in-order to be a successful and sustainable digital
information services to the libraries: Accommodate new and emerging user information
behavior; Improve digital and information literacy, Improve web accessibility to
accommodate all kinds of users, especially those that have special needs, Accommodate
new and emerging social networking and the social informatics models in specific areas
such as digital education, digital health, digital culture, and so on.

The role of digital librarian in the management of digital information resources has a
remarkable impact in today’s library. Digital information system management refers to the
overall competencies (knowledge, know-how, skills and attitudes) necessary to create,
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store, analyse, organise, retrieve and disseminate digital information (text, images, sounds)
in digital libraries or any type of information. In the work of Sreenivasulu (2018), to
describe the roles of the digital librarian, there is usually a focus on the following:

Guardian of information super highway (ISH): The information super highway is a vision
or a metaphor. It envisions a fusion of the two-way wired and wireless capabilities of
telephones and networked computers with a cable TV's capacity to transmit hundreds of
programs. Services would be delivered by telecommunications networks, cable TV
networks, and the Internet and mobile communications. Infrastructure that provides band
width-on-demand and information-on-demand services are called information
superhighway. There are two types of information services such as public (free) services
and commercial services. The use of existing telephone, fax, and analogue TV broadcast
services will be supported in the initial information superhighway. In addition, new
services such as videophone, multimedia electronic messaging, digital TV/HDTV
broadcast and movie and video-on-demand service, will be provided also.Guardian of the
global digital library/ the universal digital library: The digital library is really a transitory
phase towards the universal digital library, a vast distributed information and active
repository accessible from anywhere with increasing improved indexing, extraction and
summarization techniques. It will be a library without walls or national boundaries.

Digital librarian acts as symbiotic human-machine guru: The digital librarian acts as an
intermediary in the task of massive digitisation of information, its storage, dissemination,
managing the archive, and making available digitised networked information to the end
users. Digital librarians and computers depend on each other for processing and
dissemination of digital information and both are interrelated.Navigation, browsing and
filtering: The navigation of the future would tend to integrate with the human-assisted
information retrieval from the networked universe and would support rapid information
navigation and precision retrieval. The digital librarian is an expert in navigating, browsing
and filtering, digital reference services and electronic information services from the digital
information sources.

Multimedia search and indexing: A multimedia digital library requires not just standard
indexing and retrieval, but also sub-document indexing and summarization techniques -
more than that of paper documents.Knowledge and data mining: The digital librarian will
require a limited knowledge of data mining and discovery of knowledge from digital
libraries to extract unmet information needs of users. For this purpose, unsupervised
learning techniques such as clustering, and composite term discovery techniques, etc., are
useful.Search and retrieval co-ordination: It requires comprehensive knowledge of the
retrieval engines and indexing structure so that the digital librarian can achieve the goal of
creating information queries with respect to the search system.

Digital librarian's interface functions and roles in the management of DIS: A fundamental
role of a Digital Librarian in digital libraries is to act as an intermediary who brings
together users and information. Digital library access tools are the right set of tools used in
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novel ways to tackle a plethora of challenges and opportunities for information access
technology and faster access.Digital information access: There is a variety of information
retrieval techniques, including metadata searching, full-text document searching. In
knowing what can or cannot be retrieved from the digital library information sources, the
digital librarian acts as an expert in the acquisition of digital information.

Accessing and retrieving digital information through digital library access tools: The
method used to store, find and retrieve digital information from DIS is called the access
method. The technology used to access information digitally provides “navigation paths or
digital library access tools" through the digital information system (DIS).Mobile
information access, a vision of tomorrow: The ability to access information on demand at
any location confers competitive advantage on individuals in an increasingly mobile world.
The data from shared file systems; relational databases, object-oriented databases, and
other repositories must be accessible to programs running on mobile computers
(Sreenivasulu, 2018).

Different from the traditional library, a fundamental role of a Digital Librarian in digital
libraries is to act as an intermediary who brings together users and information in digital
format. Digital library access tools are the right set of tools used in novel ways to tackle a
plethora of challenges and opportunities for information access technology and faster
access (Kikuchi et al., 2016 in...). There is a variety of information retrieval techniques,
including metadata searching, full-text document searching. In knowing what can or cannot
be retrieved from the digital library information sources, the digital librarian acts as an
expert in the acquisition of digital information while the dissemination is static and user-
oriented. With that, a website can be accessed for information of user’s needs. Sometimes,
a search may be conducted to retrieve information from databases or digital libraries.

3. Information Dissemination

To disseminate (from Latin disseminare "scattering seeds"), in the field of communication,
means to broadcast a message to the public without direct feedback from the audience.The
key to effective dissemination is to match the means to the message and needs of the
audience. Information dissemination in context to librarianship beside the traditional means
that bring users in contact with information, according to Virginia (2018), includes and not
limited to press releases, media archives, newsletters, public relations materials, web pages
and the social media.

There are services provided by the library to the users often. Those services may include
instruction on how to access and use library materials at ease. The Library services /
facilities that may be accessed include circulation service, reference service, online
reservation of books, recommendation of library material, current awareness service, inter
library loan service, photocopying/printing service, orientation and information sessions,
selective sissemination of information, audio visual service and multimedia section.

Library services that ensure dissemination of information included book displays at the
entrance of the library, catalogues and publication but now includes CAS, SDI, new
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arrival’s information, mobile information services, email, text message and the use of
social media platform.Services provided by the library to online students can include
instruction on how to access and use library materials; reference services to provide quick
and in-depth answers to student questions; and materials delivery services that provide
students with access to library materials online or items delivered to students’ homes.

4. Conclusion

The roles of librarians as information managers and information disseminators are rapidly
changing thereby necessitating a shift from traditional library to electronic library for the
librarians to stay afloat in the information cycle favorably. For that reason, information
management should not be restricted to the traditional library. There is increasing need to
include knowledge of information management of electronic resources in other to meet
arising challenges in the information cycle. Such knowledge and expertise will translate
into the effective management and dissemination of information resources and services in a
hybrid library that is today’s trend.

The author therefore concludes that the role of librarians in information management and
dissemination has expanded to accommodate electronic information along with the
traditional legacy method. Hence, the need for training and retraining of the 21 century
librarian to stay afloat of the rising challenges in effectively carrying out his duties.
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Abstract

Regulating the broadcast industry is not only essential but a necessity to guarantee
progress in developing democracies. This work examines the challenges and opportunities
of regulating broadcast media in a democracy. It emphasises the necessity to regulate the
broadcast media in Nigeria’s fledgling democracy. The work highlights the regulation of
broadcasting in other parts of Africa and Nigeria in particular. Some associated problems
identified include poor awareness of the NBC code among media practitioners and
inadequate manpower to monitor the broadcast industry. Prospect includes the potency to
effectively sustain the democratic system as a culture. The work recommends among others
the need for improved funding and collaboration between the NBC and broadcast unions to
intensify awareness on the content of the NBC code among media practitioners

Keywords: Media, Regulation, Problems, Prospect, Broadcasting, code.

1. Introduction

Broadcast media are basic channels of information, education as well as entertainment for
most people in the world. The high rate of illiteracy in developing nations along with the
difficulty of distributing newspapers among the growing poverty ridden population provide
a fertile ground for the broadcast media to remain the only media accessible to majority of
people. For the poor, the daily purchase of newspapers and magazines may be very
expensive, and some people simply find it easier and more enjoyable to watch or listen to
the news than to read it. Furthermore, the broadcast media play a very important role as
cheaper and more accessible channels of entertainment to a growing audience population
(Mendel et al, 2002). Broadcasting thus resonates on every spectrum of life. Due to its
delicate, spontaneous and ubiquitous nature, it demonstratesan awesome power in shaping
societies economically, socially, culturally, politically etc (Bako, 2002).

From the beginning of broadcasting, the government realised that, although broadcasting
was too important to be left in the hands of individuals or commercial company,but,
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government later realised that it was inappropriate in a democracy for broadcasting to be
under direct state control. There was a need to maintain some kind of regulation on who
provides what types of broadcast service (O’Sullivan, 1994). Many countries have
therefore devised the means to maintain some form of equilibrium by establishing
regulatory organs to monitor and regulate the broadcast industry. Bako (2002) asserts
that the regulation of the industry in Nigeria was inevitable to manage issues relating to
the family values, democracy, politics, crisis and the influence of foreign broadcasting.
Since the inception of broadcasting in Nigeria, regulation can be seen as one of the
topical issues of discussion and of interest to researchers and policy makers. The subject
of media regulation has become even more important in the Nigerian context since the
deregulation of the broadcast media in 1992. Following this, the industry witnessed
Federal Government establishment of the National Broadcasting Commission (NBC) to
regulate broadcasting in Nigeria.

The establishment of NBC has therefore erased the fear and trepidations by previous
governments and scepticism from broadcasters. Since then NBC has taken steps to
regulate the activities of stations in Nigeria. Its major duties, according to the NBC Code
(2010), among others are: regulating and controlling the broadcast media;
recommending applications through the minister to the President for the grant of radio
and television licenses; receiving, considering and investigating complaint from
individuals and corporate bodies regarding broadcast contents etc. The NBC, in
fulfilling its mandate, produced what it calls a National Broadcasting Code which
defines the standards, professional and ethical responsibilities of broadcast media. The
code is an addition to the extent of the law that established the Commission. The
commission therefore regulates the operation of broadcast media in democratic setting.

The media and Democracy in Nigeria, no doubt share a symbiotic relationship. On one
hand, democracy provides a fertile ground for free market enterprise, which encourages
free establishment and operation of the media and other businesses. On the other hand, the
media provide the arrow head for the attainment and sustenance of democracy in Nigeria.
According to Pate (2011), the existence of a vibrant media system is quite fundamental to
the enthronement and sustenance of a credible democratic process. Buttressing this, Barret
(2001) stresses that an effective democratic system requires a media system which can
complement it as a platform for generating discussion of issues of public concern in a way
that favours various interests.

To this end, the activities of the Nigerian mass media in national development at various
stages of our history have been well documented in the works of Omu, 1978; Ogbondah,
1994; Thompson, 1997; Yusuf, 2001; Akinfeleye and Okoye, 2003; Nwosu, 2003 and Oso
and Pate, 2010 etc.

However, the regulation of the media especially the broadcast media remains an important
issue which threatens the symbiosis between the media and democracy in Nigeria. The
most recent reference is the 2015 presidential election, where the major opposition party,
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APC campaign organisation accused the NBC and APCON of promoting election violence
and hate messages. This was as a result of the inability of NBC to sanction erring radio and
television stations, industry players and groups who continuously breached extant laws and
regulations governing activities of the agencies. They blamed NBC for its inaction against
some stations when they aired PDP sponsored hate documentary against General
Mohammadu Buhari, the APC presidential candidate. The action violated section 3.1.2 of
the NBC code (The Nation Newspaper, 2015). This paper aims to analyse some of the
challenges and opportunities available in regulation of the broadcast media in a democracy,
taking Nigeria as a study.

2. Literature Review

Theoretical Framework

This work is located within the Social Responsibility theory, one of the four press theories
propounded by Siebert, Peterson and Schramm in 1956 (Aina, 2003). The theory strives to
reconcile the independence of the mass media with their obligations to the society.
According to Rivers, Peterson and Jenson (1971), social responsibility theory rests on a
proposition that whoever enjoys freedom has certain obligations to the society. The mass
media are guaranteed freedom by the constitution and therefore obliged to perform certain
essential functions.

The theory thus has three divergent principles to reconcile. One is that of individual
freedom and choice; media freedom and the media obligation to the society. To resolve
these potential inconsistencies, the theory has favoured two main kinds of solutions. One is
the development of public but independent institutions for the management of Broadcasting
(which the NBC represents), a development which has in turn powerfully advanced the
scope and political strength of the social responsibility concept (McQuail, 1987).

The foundations of this theory rest on the assumptions that the media serve certain essential
functions in society especially in relation to democratic politics (a view that the media
should accept an obligation to fulfil these functions, mainly in the field of information and
the provision of a platform for diverse views but also in matters of culture). Secondly, it is
also expected to emphasise on maximum independence of media, consistent with their
obligations to society. Lastly, is an acceptance of the view that there are certain standards
of performance in media work that can be stated and should be followed (McQuail, 1987).

The social responsibility theory works on many principles. The media are expected to
accept to accept and fulfil certain obligations to the society with the aid of their
programming. These obligations are mainly to be met by setting high or professional
standards of truth, accuracy, objectivity and balance. In accepting and applying these
obligations into programming, the media should be self-regulating within the framework of
law and established institutions. Therefore, the society and public have a right to expect
high standards of performance and intervention can be justified to secure the public good
(McQuail, 1987).
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This theory is therefore relevant because the government strives, through the NBC, to
regulate the activities of the broadcast media to ensure media carry out their activities with
conformity to promoting peace, orderliness, decency and safety in the society. Nigeria’s
democracy provides relative freedom; the NBC serves as the umpire between the
government and broadcast media in ensuring good quality and responsible programmes
presentation. Hence, broadcast media must not only be committed, but their activities must
also be seen to conform to the foundation of the social responsibility theory

Broadcasting and Broadcast Regulation

To broadcast means to spread or to scatter, as in planting. Broadcast are persuasive
machineries that use electromagnetic impulses to reach the public instantly, without the
connection of wires. Broadcasting, by nature is the most powerful universal means of
instant public communication through the conveying of information, entertainment,
education and persuasion in form of programmes (Dunu, 2002). Broadcasting therefore is a
creative medium characterized by professionalism, choice and innovation meant to serve
the interest of the general public. Their utilisation of audio and video technology make
them capable of reaching the audience simultaneously, availing mankind with the best
means of information dissemination and reception. They also enable individuals to share in
and contribute to the world around them. The broadcast media influence the society both
negatively and positively, setting the agenda for social, economic, political and
technological development of a nation, for the public good (NBC Code, 2006).

Microsoft Encarta Encyclopaedia (2009)describes regulation as an official rule, law, or
order, stating what may or may not be done or how something must be done.

Regulation therefore, is "controlling human or societal behaviour by rules or
restrictions. Regulation can take many forms: legal restrictions promulgated
by a government authority, self-regulation by an industry such as through a
trade association, social regulation (e.g. norms), co-regulation and market
regulation. Regulation can be considered as actions of conduct imposing
sanctions (such as a fine). This action of administrative law, or implementing
regulatory law, may be contrasted with statutory or case law (Encarta
Encyclopaedia 2009).

Croteau and Hoynes (2000) however, notes:

...understanding the regulation of the broadcast media depends largely on
the understanding of the political environment in which they operate. A
drastic difference exists between media in a democratic society and those in
totalitarian nations. For instance, state control of the mass media is a routine
element of totalitarian system. Hence, broadcast media and film studios act
as propaganda arms of the state, promoting narrow sets of government
sanctioned images and messages. As a result, the emergence of illegal
underground media is common in such situations, affirming the active roles
of citizens in even the bleakest of circumstances
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3. Regulation of Broadcast Media

Governments in all nations serve as organising structure that constrain or promote the free
activity of the media. Thus, the relationship between political forces and the media raises a
lot of important questions about the limit of “free speech”, the impact of economic interest,
and the appropriate role of government. This is because the government is expected to play
the pivotal role of regulating the ownership, technology, content and distribution of the
media. However, other informal regulators of the media include the media advocacy group,
public interest organisations, religious groups and media critiques (Croteau & Hoynes,
2000).

In Europe, the European Platform of Regulatory Agency (EPRA, 2010) posits that several
types of authorities are in charge of supervising the implementation of broadcasting
legislation. Here, like elsewhere, broadcasting regulation usually encompasses the power to
license broadcasters, to monitor whether broadcasters are fulfilling their legal obligations,
and to impose sanctions if they fail to carry out those obligations. In addition to these
traditional functions, those of organising and co-ordinating the broadcasting landscape can
be added. However, Broadcast regulation may be exercised by governmental administrative
authorities or by courts when it relates to, for example, issues regarding the protection of
fundamental rights.

Notwithstanding, technological change and evolving legislative initiatives make media
regulation a fast changing field. Indeed, the particulars of existing media regulation are
subject to constant changes. However there exists a general dynamics that characterize the
relationship between government and the media of all types. For instance, from a
sociological perspective, this relationship illustrates both the constraining and enabling
nature of political structures as they respond to external pressure and attempt to balance
competing interests. It also reveals the socially constructed nature of ideas such as ‘public
interest’ and the ‘freedom of the media’ (Croteau & Hoynes, 2000).

There are three basic categories of broadcast regulation: those on the administration of the
broadcasting sector (e.g. award of broadcasting licences), the supervisory (e.g. programme
monitoring) and the rule-making functions (e.g. codes of practice). Here again, the
diversity of the powers of regulatory authorities can be remarked upon. It can be observed
that, most authorities have the power to award licences but some may only make
recommendations addressed to the Ministry. This is because the power of drawing up
binding rules which is common in Anglo-Saxon systems is also not shared by all regulatory
authorities in Europe (EPRA, 2010).

In addition, the rules regulating the media have, over the ages, not been different among the
three basic types of communication media: the Print, broadcast and the common carriers
(the mail system, telephone, telegraphs and the computer networks). Thus, the differences
in regulation are often associated with technological differences. Everytime a new medium
emerges, like the internet, the regulators must create the new rules within which the
medium will operate. This process is an example of how outside social forces impact on the
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media industry, reflecting the power of various players who have an interest in a particular
medium. It is also an example of the pivotal role of technology in media development and
use (Croteau&Hoynes, 2000).

The regulatory system exists to serve the public interest. Regulatory agencies have
autonomy and independence from political or commercial interference and their members
chosen through a transparent and democratic process. Their powers and responsibilities set
out in law, including explicit legal requirements to promote freedom of expression,
diversity, impartiality and the free flow of information. The regulatory authority has the
necessary funding to fulfil these duties. It should also be accountable to the public,
normally through the legislature. There should be evidence of the regulator exercising its
powers and responsibilities; e.g. applying proportionate sanctions to protect the public
interest (UNESCO 2008).

Consequently, it can be observed that the world over, the regulation of the broadcast media
focuses mostly on (but not restricted to) ownership and content, outlets, programming,
technology, etc; for the purposes of achieving morality, ratings and warnings, accuracy
(advertising), national interest, political and social pressures etc (Croteau & Hoynes, 2000).

The development of broadcasting from the 1920s to the present day covers a period of
significant technological and cultural changes, particularly in the areas of domestic
affluence and lifestyle. The development of broadcasting can be seen as part of a
relationship that also includes the state as a regulator and public as consumers. The
dynamic nature of this relationship implies that the means, structures and functions of
Broadcasting have had to evolve to meet the needs of new audiences and changing
government legislation (O’Sullivan, 1994).

In the early stages of its history, it can be observed that broadcasting was fashioned by
government policy, directed at establishing a national monopoly that was tied in with the
notions of offering a public service. This was an attempt to control both broadcasters and
the audience. However, more recently, government legislation has aimed at loosening some
of these controls and ‘deregulating’ the duopoly, in order to open up broadcasting and
allowing free-market commercialism to determine what is available to whom on what
channel and at what cost (O’Sullivan, 1994).

From the beginning of broadcasting, various governments around the world have tried to
influence its production. As early as 1904, the Post Master General took responsibility
for the allocation of broadcasting frequencies to avoid the ‘chaos of the airwaves’ that
the introduction of commercial radio had created in America. During the First World
War, radio transmissions were banned except for military use. In 1922, a group of radio
equipment manufacturers, called the British Broadcasting Company, were given a
licence to run a monopoly broadcasting service in London, Manchester and Birminghan
etc (O’Sullivan, 1994).
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However, by 1925, the government resolved that, although radio was too important to be
left in the hands of a commercial company and that it was inappropriate in a democracy
for a broadcasting to be under direct state control, there was a need to maintain some
kind of regulation on who provides what types of radio service. In England for example,
as a compromise, by royal charter, the British Broadcasting Company was changed from
a public commercial company into an independent national organisation, the British
Broadcasting Corporation, which would act as a monopoly and as a trustee for the
national interest (O’Sullivan, 1994).

In Ghana for instance, as highlighted by Buckley, Apenteng, Bathily and Mtimde
(2005), not until the 1992 Constitution, the mass media, broadcast and print, were
dominated by the State. Broadcasting was controlled through the Ghana Broadcasting
Corporation (GBC), operated as a state monopoly. The Constitution provides the present
day guarantee of the right to freedom of speech, including freedom of the press and
other media. The Constitution sets out a substantive framework for the freedom and
independence of the media with important protections against state interference. It
includes the establishment of National Communications Authority (NCA) and National
Media Commission (NMC) with responsibility to promote and ensure the independence
of the media for mass communication and information. The 1993 Act (No. 449)
establishes the National Media Commission as provided for in the 1992 Constitution
Act. The functions of the National Media Commission, which are set out both in Article
166 of the Constitution and in the NMC Act, include:

to promote and ensure the freedom and independence of the media for mass
communication or information, and to take all appropriate measures to
ensure the establishment and maintenance of the highest journalistic
standards in the mass media, including the investigation, mediation and
settlement of Complaints made against or by the press or other mass media.
The Constitution, and the NMC Act, provides for the NMC “to make
regulations by Constitutional instrument for the registration of newspapers
and other publications, except in terms of any direction and control over the
professional functions of a person engaged in the production of newspapers
or other means of mass communication. It makes no specific provision for the
making of regulations for broadcasting although this may be inferred from
the general functions set out in Article 166 of the Constitution. At the time of
the establishment of the NMC there were no independent broadcast media.

Similarly, according to the National Communications Authority Act (Act No. 524) of 1996
was established to:

regulate communications by wire, cable, radio, television, satellite and
similar means of technology for the orderly development and operation of
efficient communications services in Ghana and to provide for related
purposes. In the absence of any other provision for broadcasting service
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authorisation this Act has been used to regulate establishment of
broadcasting services. The Act establishes the National Communications
Authority which replaces the previous Ghana Frequency Registration and
Control Board. The objects of the NCA, set out in Section 2 of the NCA Act
include to ensure that throughout the country, as far as practicable, there are
such communication services as are reasonably necessary to satisfy demand
for the services, and to ensure that communications system operators achieve
the highest level of efficiency in the provision of communication services and
are responsive to customer and community needs. Communications services
and communication systems are very broadly defined to include wired and
wireless transmission and the conveyance of sounds, visual images and data.

In South Africa, the Independent Communications Authority of South Africa (ICASA), a
broadcast regulatory body which itself has constitutionally guaranteed independence, has
significant regulatory powers with regard to the SABC. Section 6(2) of the Broadcasting
Act 1999 gives ICASA overall responsibility for ensuring SABC complies with the terms
of its Charter. The Broadcasting Act 1999 requires all broadcasting services of the SABC
to be licensees of ICASA. In addition all broadcasters, including SABC must comply with
the ICASA Code of Conduct, set out in Schedule 1 of the Independent Broadcasting
Authority Act 1993 (Buckley et al: 2005).

In Nigeria, while the deregulation of the industry from 1992 has brought little changes,
allowing for divergent views through private stations, the problem of monopolisation is still
much in place. The monopoly enjoyed by the government media continued to be
perpetuated by the exorbitant annual license fee charged by the National Broadcasting
Commission (NBC). This situation puts the private stations at a disadvantage, as they have
to compete with government-owned stations (that are not subjected to the same payment) in
the same market (Olusola, 2008). This difficulty, coupled with the commercial interest of
the private stations cannot allow the effective performance of the media responsibility
demanded in democratic society. They must first succeed as a business before thinking
seriously in term of public interest and service; consequently, most of their programmes are
tilted towards fulfilling their business goals. Their programmes are anything but alien,
elitist and imitation of foreign programmes, not just in content, but also in presentation,
entertainment aimed at audience maximization being the main menu (Ayankojo, 2003
ascited in Olusola, 2008).

Alhassan (2006) investigates "Broadcast Regulation and Private Stations in Nigeria, in
order to examine the Prohibiting of Live Rebroadcast of Foreign News by Local Stations.
The paper studied the statutory, regulatory, and constitutional provisions as contained in the
NBC Act, the National Broadcasting Code, and the Nigerian Constitution respectively.
Consequently, the paper found that Constitutional freedoms are not absolute and Nigeria’s
broadcast regulations provided justification for the NBC actions. Findings of the paper
elaborate on how nations of the global South craft legislations and regulations aimed at
liberalising broadcasting locally, but curtailing the influence of global media organisations.
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The paper also emphasises the dynamics of media law in emerging democracies that are
confronting the challenges of balancing broadcast deregulation and freedom of expression
on the one hand with media control and regulation on the other hand.

Similarly, in a workshop presentation on “Elections: need for equity and balance in
stations’ reporting”, Ojiah (2010:p.4), stresses that regulation in station reporting is
designed to ensure that each political party gets proper coverage. “Proper” does not
necessarily mean “equal”. It is accepted that major parties, which already hold the most
seats and are fielding the most candidates are entitled to greater coverage than minor
parties. But when election issues are being discussed, a wide range of party political views
should be represented.

4. Challenges and Prospect of Broadcast Regulation in Nigeria
There are many problems associated with the regulation of Broadcasting in Nigeria. Some
of them have been identified here:

The most crucial challenge confronting the effective regulation of the traditional broadcast
media in Nigeria is that of awareness of the content of the NBC code. Many stations in
Nigeria may not be aware of its presence while only few have a copy of the code. In most
cases, the NBC code is merely lying fallow, gathering dust in the office of the General
Manager. Copies are hardly made available for the field officers to acquaint themselves on
the acceptable guidelines for broadcasting in Nigeria. This was evident in a workshop
organised by the NBC in Abuja in 2009 where senior managers in various stations were
asked about NBC activities, and majority confirmed lack of awareness. This can therefore
be the major foundation for the inadequacies witnessed on the airwaves.

Secondly, there is a problem of inadequate man power to actually carryout the objective of
regulating the broadcast media in Nigeria. A case in view is that of NBC office in Kano
state which is responsible for monitoring more than twenty broadcast stations in three
states. The Zone, according to Ndolo (2006) comprises of Kano, Jigawa, and Katsina
States. This is in addition to foreign transmission received within the zone. However, the
zonal office is manned by only one monitoring officer and a secretary. This number is
grossly inadequate in carrying out any serious work of monitoring the stations within the
zone. This scenario is likely to be applicable in the other zonal offices across the country.
The officers completely rely on letters of public complain on various broadcast in order to
take any meaningful action.

Similarly, it is obvious that the regulatory agency like many government parastatals is not
adequately funded and the facilities for the jobs are not adequately provided. A stroll into
the offices will confirm a state of inadequacy of funding for the set up. The NBC offices do
not have state of the art equipment for monitoring various stations. In some offices only
few television sets and tape recorders with a computer set for typing memos are available.
These without doubts cannot effectively deliver the required result in terms of monitoring
the broadcast transmissions from many stations.
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Finally, there is the challenge of effective monitoring and regulating foreign transmitted
programmes emanating from the world receivers or the satellite media. Since the
programmes are transmitted from distant places outside the scope of the regulatory agency,
it becomes almost impossible to regulate both the contents and the sources. Today in
Nigeria, many homes and offices are adorned with satellite dishes of various kinds and
sizes beaming uncensored programmes to the recipients.

On the other hand, prospects abound in a nation with well-regulated broadcast media. Since
many problems bedevilling nations today are conceived in the minds of men, it is only
reasonable that the solutions are targeted at the same minds. Therefore, well regulated
broadcast media have the potency of resolving many issues that armed confrontations are
unable to resolve. By insisting on professional and decent transmission of the right societal
values, members of the society can be prepared and equipped with the right frame of minds
to advance the course of national development. This, to a large extent can have a ripple
effect on other aspect of the national life. A well regulated broadcast can be very effective
in coordinating activities of a nation building, such as mobilization against corruption,
terrorism, insurgency, armed robbery, kidnapping, ritual Killings, smuggling, etc or
advancing patriotism, security, unity, peace, transformation etc. A case of reference is the
Federal Radio Corporation of Nigeria in uplifting the people and uniting the nation through
the programme contents.

Similarly, the benefit of a well regulated broadcasting in Nigeria’s democratic culture
cannot be over emphasised. The broadcast media, with their combination of sight and/ or
sound have the strategic advantages of informing and educating the populace about the
rules and tenets of democracy. They can mobilize people objectively during elections to
choose credible and responsible leaders by organising issue based debate among
candidates, and subsequently holding the leaders accountable to the electorates. Beyond
these, they can also create forum for discussions among aggrieved citizens to avert violent
demonstrations where citizens take laws into their hands. According to Ihechu and Okugo
(2013) enables the society to check media content and portrayal . The media need to be well
regulated so that their social responsibility can be effectively carried out. This guarantees
their power to hold even the government accountable, dispensing truth, challenging wrong
dispositions in society, among other things.

5. Conclusion and Recommendations

From the discussion above, it becomes very safe to conclude that a symbiotic relationship
can exist between a well regulated mass media and a people oriented democratic society.
This is because a well regulated media industry provides a fertile platform for progressive
democracy to thrive. At the same time, a democratic setting is a necessity for the mass
media freedom and unfettered operation of the mass media. Even though some challenges
may abound, the benefits of regulating the broadcast industry remains a necessity for a
desirable safe, united, and peaceful society where citizens are genuine stakeholders in the
venture for rapid democratic and societal development.
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There is an urgent need for serious sensitisation campaign to create awareness on the NBC
code among the media practitioners especially in the public owned stations. This may
require collaboration between the NBC and the various unions in the stations to organise
workshops, seminars and other trainings to boost the awareness on the provision of the
NBC code. It will also be pertinent to devise means to inculcate in students the knowledge
of broadcast regulation in the curriculum of tertiary institutions offering Mass
communication. This will facilitate the “catch them young” drive. There is need for
government, through the NBC to enlighten parents on the need to deliberately control the
viewership of satellite and domestic programmes by the youth especially the teenagers. The
government, through the ministry of information needs to provide more funding and man
power especially at the level of monitoring officers. This will go a long way to give the
agency the much needed muscle to effectively carry out its duties effectively. Without
doubt, the number of monitoring officers should match the number of stations within the
zone under its control. There is need to constitute a broadcast industry team made up of
representatives of stakeholders to also monitor the NBC and its activities. This can come in
form of a bill to be passed by the National Assembly to constitute major stakeholders in the
industry. It will help to stimulate the regulatory agency to be proactive and reactive to
important statutory assignments.
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Abstract

This study seeks to investigate empirically the relationship between corruption, export,
tariff and FDI in SSA countries for the period 2013 to 2017 employing sample of 24 SSA
countries and applying the differenced generalized method of moment. The result of the
study indicates that the lagged value of FDI, export and tariff have a negative effect on
current FDI in the short run. The interaction of corruption and FDI posits a positive effect
on FDI. However, the interaction of gross fixed capital formation and export has a positive
and significant effect on FDI in the short run. In the long run, export and tariff posit a
negative relationship and long run causality can be inferred. Interacting corruption and
FDI, gross fixed capital formation and FDI have positive effect on FDI and a long run
causality impact. The implication of this study is that a designed and deliberate policy must
target reducing bureaucracy that promotes corruption; this would necessitate a
liberalisation framework to promote a comprehensive competitive business climate to boast
FDI inflow into SSA countries. In another development, operating a fairly average tariff
policy that could not scare investors cannot be underscored. The consciousness of policy
target is needed to improve on quality gross fixed capital formation to increase output thus
promoting quality and efficient export cannot be undermined by institutions in SSA
countries.

Keywords: FDI, Corruption, Export, Gross Fixed Capital Formation

1. Introduction

There are numerous reasons why Foreign Direct Investment (FDI) inflow into Sub Saharan
Africa has been relatively slow while corruption and macroeconomic instability continued
to undermine policy action targeted at encouraging FDI inflow into Sub Saharan Africa
(Asiedu, 2002). Dearth of empirical studies exists on the factors that determine FDI inflow,
with methodological gaps and framework (see Asiedu 2003; Morisset, 2000). Financing
Africa current account and balance requires external sources of finance; hence, it is
imperative to examine factors that encourage FDI inflow into the region. This is also due to
the undeveloped nature of capital markets in most African countries, portfolio investment
inflows (equity and bonds) which are not significant and its volatile nature compared to
FDI, hence FDI is a major source of external financing in developing countries but its
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quality to sustained growth subject to academic and policy discourse (World Bank, 2017).
In the case of FDI, in 2016 growth rate benefited from (FDI) and net exports, which were
grossly boosted by the depreciation of the real exchange rate after its liberalisation episode
(African Economic Outlook, 2018). According to African Development Bank (2020),
Africa experienced the fastest growth globally in FDI flows in the period 2018 with 11
percent increase from $41 billion to $46 billion, compared with negative global flows —13
percent and flows to developed economies —27 percent and Asia +4 percent. There are
empirical literatures on FDI and corruption with methodological limitations. These studies
employed the ordinary least square regression technique and may not fulfil adequately the
classical linear assumptions (see Voyer &Beamish 2004; Fahad & Ahmad 2016; Ahmad,
Draz & Yang 2007). Although Canare (2017) used GMM technique of estimation, studies
on the subject and GMM technique are relatively scanty. In addition, most studies have
focused on outward FDI (see Ponce; Navarro & Grajeda 2019; Alguacil & Orts 2002;
Herzer & Schrooten 2008). This study focuses on inward FDI. It is in view of this that this
study seeks to investigate empirically the effect of corruption on inward FDI in Sub
Saharan African countries. Thus, this study is structured into six sections including this
introduction. Section two looks at empirical literature, section three captures the
methodology, section four focuses on results and Discussion and section five of this study
presents at summary conclusion and recommendation.

2. Literature Review

In a study, Fahad and Ahmad (2016) employed the panel causality test on eight post
conflict countries from 1984 to 2013, applying the dynamic ordinary least square
regression. Results indicate a negative long run relationship between corruption and FDI.
The causality runs from corruption to FDI. Ponce, Navarro and Grajeda (2019) used
causality test to analyse the effect of three governance indicators for LA countries on
Chinese outward FDI, employing panel data models of 21 LA countries from 2007 to 2016.
The result of the study revealed a bidirectional causality from control of corruption, which
implies that China considers priority the degree of corruption control before investing, and
Chinese FDI has an impact on control of corruption, regulatory quality causes FDI for
some of the sampled countries. This implies that China looks at regulatory quality and
government effectiveness in LA countries when deciding to invest. In another study,
Dritsaki and Dritsaki (2012) used two staged Engle and granger test (1987), cointegration
test by Pedroni 1999 to estimate the causality between export and FDI in 12 new EU
countries for the period 1995 to 2010. The result of the study shows a bidirectional
relationship between export and FDI. Alguacil and Orts (2002) used Spanish data covering
the period 1970.1+1992 and applying the vector autoregressive model, granger causality
test and variance decomposition and the impulse response technique to investigate the
effect of outward FDI on export. Results depict a causality running from FDI to export.

On the contrary, Canare (2017), in a study, examines the effect of corruption on FDI in
Asian-pacific countries employing 46 countries from the Asia and the Pacific region for the
sample period 2006 to 2013. The author also used the differenced generalized method of
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moment GMM and the result of the study revealed that corruption has a negative and
significant effect on FDI inflow. Teixeira and Guimardes (2015) in their study empirically
investigate the relationship between corruption and FDI, using sample of 96 countries for
the period 2000 to 2010, applying the logistic model. Results of the study show that using
distinct proxies for corruption variables and controlling for other types of the countries
institutional quality leads to distinct outcomes/conclusions. In isolation, the only significant
corruption determinant of FDI is “Bribes” — countries where CEOs consider that irregular
payments and bribes seldom occur and those that succeed in attracting high levels (in
percentage of their GDP) of FDI inflows. Voyer and Beamish (2004) investigated the effect
of corruption on Japanese FDI using 29,546 Investments in 59 countries and applied the
ordinary least squares (OLS) linear regression analysis that the levels of perceived
corruption in emerging economies are significant predictors of Japanese FDI. In another
study, Zangina and Hassan (2020) used autoregressive distributed lag model technique to
test for long run relationship during the period 1984-2017. Result revealed that control of
corruption has a negative impact on FDI although non-significant. The result also shows
that increase in control of corruption by one unit will stimulate FDI inflow by 4.02 per cent
of the GDP.Xie and Xue (2019) investigated the impact of FDI and Improvements in the
Quality of Export Products in the Chinese Manufacturing Industry applying regression
technique. Result of the study reveals that FDI has a positive impact on the quality of
Chinese export products

Herzer and Schrooten (2008), in their study, investigated the nexus between outward FDI
and domestic investment in two industrial countries applying the Granger (1988) and auto
regressive distributed lag model using US data. The result of the study reveals that US,
outward FDI has positive and significant long-run effects on domestic investment.
However, in Germany, this relationship exists only in the short run. In the long run,
outward FDI substitutes for German domestic investment. In another study, Girma, Kneller
and Pisu (2005), in their study, estimated the relationship between export and FDI for the
period 1990-1996 applying the first-order stochastic dominance between random variables
and the result shows that export has a positive relationship with FDI. Ahmad; Draz and
Yang (2007), in their study explored the impact of outward foreign direct investment
(OFDI) on the home country exports for selected ASEAN countries during 1981-2013
using the ordinary least square regression technique, result of the study indicates a positive
and statistical significant relationship between FDI and export

Theoretical framework

There are two notable theories on relationship between corruption and FDI. The ‘grabbing-
hand’ theory which argued in support that corruption resembles a ‘grabbing hand’ that hike
up transaction costs. This theory is supported by (Shleifer & Vishny1993; Bliss & Di Tella
1997) corruption is a factor that increasingly pushes up the cost of production by making
investment climate difficult in the host country. This theory argued on the negative side
effect as it discourages increase cost in innovative investment, lowers investment and
increases inefficiency and misallocation of resources encouraging investment in
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unproductive investment rather than investment in human skills. It is important to note that
property and contract laws are important drivers to growth in investment. Violation of such
laws could doubt the assurances and scare away technological transfer specifically FDI
inflow.

On the other hand, the helping-hand theory supported by Lui (1985), Beck and Marher
(1986) corruption influence investment climate positively. According to the theory,
corruption allows for efficient ‘lubrication’ for rigid economic regulation and red-tape.
When MNCs bribe the host government, MNCs could bypass stringent economic laws,
institutions, regulations or red-tape and potentially obtain maximum benefits in terms of
profitable contracts; this also allows the MNCs certain privileges to access the markets and
subsidies, which would act as an extra incentive for them to engage in FDI.

3. Methodology

Data Source

This study employed the panel data spanning the period 2013 to 2017. A panel of 24 SSA
countries is used as sample using the secondary data source due to availability of data in
form of non-probability sampling technique.

Empirical Model and Description of Variables

This employs the GMM approach; hence the approach remains the key instrument in
solving the dynamic panel analysis. The GMM approach is introduced by Holtz-Eakin et
al. (1990), Arellano and Bond (1991) and Arellano and Bover (1995).

Below is the mathematical exposition of the techniques:

yit - {y/llt—l = ((l - 1)yit -1+ IBOX/it + Ui + S,,;‘t ............................................. 1

The above equation 1 indicates the GMM model where Y, is the logarithm FDI, Y, —
Y,._1is the rate of per capita income growth, UY,,_, is the initial level of FDIX,,
represents a vector of explanatory variables,y; is an unobserved country-specific effect,
€,is the error term and the subscripts i and t represent country and time period respectively.
Rewriting (1), we obtain:

yit = (X'yﬂ -1 + ﬁOXit + Hi + gi,t ................................................................ 2

Similarly, the country specific effect is one key issue to be addressed in GMM approach
thus to take account of this problem we however eliminate country-specific effects by
taking first differences of our model in equation (2) thus we have the model below:

Yit — Yit-1 = a(Yit—1 — Yit=2) + BO(Xit — Xit—1) + git —eit—1 ..................cccooiiin. 3

yit - yit—l = a(’yit_l - yit—Z) + BO(X'Lt - fit—l) + Sit - S'Lt—l ............................ 4
There is also argument on the limitation of GMM approach for instance; Levine et al.
(2000) suggest the use of instruments in the model due to endogeneity problem which is
also a common problem associated with GMM approach. Similarly our new error term
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(€t — €4—1) In equation (3) is correlated with the lagged dependent variable, (Y;;—1 —
Y;,—,). Moreso, here all the variables in the above equation have been time differenced to
remove the fixed effects present to distort the robustness of the data i.e. unobserved
heterogeneity.

For this reason, the GMM panel estimator uses the following moment conditions:

E[Vi—s(€r —E€4—1)] =0 fors = 2;t =3, ......... ST e, 5
]E[Xit—s(git - E’it—l)] = OfOT'S > 2, t= 3, ......... ,T .......................................... 6

The assumptions that the error term, €, is not serially correlated and that the explanatory
variables, X, are weakly exogenous. The authors refer to this as the difference estimator.

Alonso-Borrego and Arellano (1996) and Blundell and Bond (1998) show that when the
explanatory variables are persistent over time, lagged levels of these variables are weak
instruments for the regression equation in differences. The justification for using
differenced GMM estimation is that it allows the use of instrumenting level variables with
their differenced value. In addition to that, the system GMM produced a Hansen test
statistics indicating that there are too many instruments using only one lag period. Hence,
difference GMM is employed to check for endogeneity.

Variable Description

FDI: is inflows (% of GDP), it is the sum of equity capital, reinvestment of earnings, other
long-term capital, and short-term capital as shown in the balance of payments. This series
shows net inflows (new investment inflows less disinvestment) in the reporting economy
from foreign investors, and is divided by GDP. On the other hand, Corruption is measured
as Corruption Perceptions Index (CPI), which is a composite index, or poll of polls, that
ranks countries in terms of the degree to which corruption is perceived to exist among
public officials and politicians.

Weighted tariff: Weighted mean applied tariff is the average of effectively applied rates
weighted by the product import shares corresponding to each partner country. However,
GDP is the sum of gross value added by all resident producers in the economy plus any
product taxes and minus any subsidies not included in the value of the products. It is
calculated without making deductions for depreciation of fabricated assets or for depletion
and degradation of natural resources. Data are in constant local currency (see WDI, 2020)

Exports of goods and services represent the value of all goods and other market services
provided to the rest of the world. They include the value of merchandise, freight, insurance,
transport, travel, royalties, license fees, and other services, such as communication,
construction, financial, information, business, personal, and government services. They
exclude compensation of employees and investment income (formerly called factor
services) and transfer payments (see WDI, 2020). The parameter Gross fixed capital
formation (formerly gross domestic fixed investment) includes land improvements (fences,
ditches, drains, and so on); plant, machinery, and equipment purchases; and the
construction of roads, railways, and the like, including schools, offices, hospitals, private
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residential dwellings, and commercial and industrial buildings. According to the 1993
SNA, net acquisitions of valuables are also considered capital formation (see World
Development Indicators, 2020)

4. Results and Discussion

The result of differenced GMM as depicted in table 1 shows that the past FDI inflow level
is a strong predictor of its current level. By implication, the lagged value of FDI across all
models are statistically significant at 1 percent level of significance. The model 1 does not
include the collapse option 0.0212 not significant at 1%. All column across model
2,3,4,5,6,7 indicate significance at 1% level. Thus, the lagged value of FDI has a negative
and statistical significance on current FDI, indicating that the lagged value of FDI can
serve as additional instrument in the model.

The coefficient Export shows that column 3,4,5,6,7 are statistically significant at 1% level
indicating a negative relationship with FDI. Integrating corruption with FDI, result shows
across all model specification that the coefficient corruption (0.508) is positive and
statistical significant at 1% level and this confirms with the study by Fahad and Ahmad
(2016). However, this result contrasts the study by Canare (2017). The implication of this
finding is that a marginal effect of the change in corruption in the control of corruption has
a positive influence on FDI. Similarly, integrating gross fixed capital formation with
Export across all models of specification depicts a positive and statistical significant
relationship with FDI (0.0031). This implies that a marginal effect of change in gross fixed
capital formation has a positive role on FDI into SSA.The coefficient tariff depicts a
negative and significant relationship with FDI in all column.

Table 1: Differenced GMM

VARS 1 2 3 4 5 6 7
FDI LI -0.02** -0.06%** -0.06*** -0.02** -0.06%** -0.06%** -0.06***
(0.02) (0.01) (0.01) (0.02) (.04) (0.01) (0.01)
Gdp -4.67*%* 3.52** 2.38** -4.67*%* 3.52** 3.52** 3.52**
(3.25) (3.61) (3.03) (3.25) (5.79) (3.22) (3.61)
Export -0.05** -0.06** -0.06*** -0.05%** -0.06%** -0.06%** -0.06***
(0.03) (0.03) (0.03) (0.03) (0.04) (0.02) (0.03)
Currfdi 0.56*** 0.50*** 0.51%** 0.56*** 0.50%** 0.50*** 0.50***
(0.01) (0.01) (0.01) (0.01) (0.04) 0.01 (0.01)
Gfcfexpo 0.00*** 0.00%** 0.00%** 0.00%** 0.00%** 0.00 0.00%**
(0.08) (0.01) (0.01) (0.08) (0.01) (0.01) (0.01)
Tariff -0.21%** -0.91%** -0.84*** -0.21%** -0.91%** -0.91 -0.91%**
(0.09) (0.15) (0.10) (0.09) (0.50) (0.13) (0.15)
No. of Obs 42 42 42 42 42 42 42
Time Dummies yes yes yes yes yes yes Yes
Number of 11 8 9 11 8 8 8
Instruments
No of groups 15 15 15 15 15 15 15
F Statistic 3018.64 3478.55 5764.52 3018.64 750.01 30561.58 3478.55
GMM 1 1 1 1 1 1 1
Instrument Lag
AR(1) 0.165 0.104 0.148 0.165 0.259 0.104 0.104
AR(2) 0.232 0.572 0.715 0.232 0.693 0.572 0.572
Hansen test 0.479 0.758 0.769 0.479 0.871 0.758 0.758

Source: Authors computation using STATA
Notes: *** ** * denotes 1% 5% 10% statistical significance. Z statistics (in parenthesis).
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Applying the one lag length, the specification test of AR (2) indicates that the models do
not have the problem second order serial correlation due. However, the Hansen test
statistics shows that the instruments in the models are not over identified. Thus, inferences
can be drawn from the findings. The insignificant coefficient GDP could be attributed to
poor performance of formal sector and a large informal sector which is underdeveloped in
SSA generally. Similarly, integrating corruption and FDI shows an equalising effect on
FDI. For instance, when corruption is controlled, given FDI inflow into SSA, it has much
role increasing FDI into the region.

The Differenced GMM is basically a short run estimate. Thus, a long relationship is drawn
from the significant coefficients in all columns. A cursory look at table 2 shows the long
run estimate. Integrating corruption and FDI indicates a positive long run relationship with
FDI in the long run.

Table 2: Long run estimates

Vars Coef Std. Err
Currfdi 0.4826***
(0.01)
Gd p 2 24**
(2.85)
Tariff -0.7944***
(0.09)
Gfcfexpo 0.0030***
(0.09)
Export -0.0622***
(0.02)

Source: Authors computation using STATA
Notes: *** ** * denotes 1% 5% 10% statistical significance. Z statistics (in parenthesis).

Exportimpacts a negative effect on FDI in long run and it is statistically significant at 1%
level. This contrast the study by (Girma, Kneller &Pisu 2005;Xie & Xue 2019). Tariff also
impacts a negative effect on FDI in long run and it is statistically significant at 1% level.
Integrating gross fixed capital formation and export shows a positive relationship with FDI
in the long run. In addition, integrating corruption and FDI also depict a positive and
statistical significant relationship with FDI in the long run. This also implies that it can be
infer there is a long run causality effect between export, tariff, gross fixed capital
formation, corruption and FDI.

5. Conclusion and Recommendation

Considering the abundant literature on the subject and the macroeconomic instability
featured in African economies, this study investigated empirically the relationship between
corruption and FDI in SSA countries for the period 2013 to 2017, covering sample of 24
SSA countries and applying the differenced generalised method of moment. Result of the
study indicates that the lagged value of FDI, export and tariff have a negative effect on
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current FDI in the short run. The interaction of corruption and FDI posits a positive effect
on FDI and so also the interaction of gross fixed capital formation and Export. In the long
run, export and tariff posit a negative relationship and long run causality can be inferred.
Interacting corruption and FDI, gross fixed capital formation and export have positive
effect on FDI and a long run causality impact. The implication of this study is that a design
and deliberate policy must target reducing bureaucracy that promotes corruption. This
would necessitate a liberalisation framework to promote a competitive business climate to
boast FDI inflow into SSA countries. Operating a fairly average tariff policy that could not
scare investors cannot be underscored. There is also te need for consciousness of policy
target to improve on quality gross fixed capital formation to increase output thus promoting
quality and efficient export cannot be undermined by institutions in SSA countries.
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