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Foreword 
The 4th International Conference on Social Science - Africa (ICSS-Africa) was held at Nile University 
of Nigeria (NUN) in Abuja, Nigeria from March 21 to 22, 2018. The international conference focused 
on new advance in research in the field of social sciences especially Business Administration, Fi-
nance, Accounting, Economics, Political Science, International Relations, Criminology, Mass Com-
munication and Public Administration disciplines. This exclusive meeting is an excellent & magnan-
imous platform that witnesses the participation of over 300 Thought Leaders, Management Gurus, 
Cabinet Ministers, Ambassadors & High Commissioners, Members of Parliament, Vice Chancellors, 
Deans and Directors from reputed National & International Universities, Noted Academicians, High 
profile media personalities, Corporate leaders and students from different countries who share ideas, 
exchange thoughts, deliberate on various research insights and brainstorm to provide conclusive, 
logical & relevant world-class best practices.

ICSS-Africa is organized in corporation with partner universities, companies and governmental and 
non-governmental institutions. As we multicultural, multilingual and multidisciplinary we pride our-
selves on advancing the scholarly study of various scientific disciplines by encouraging and facilitat-
ing excellence in academic research worldwide.

On behalf of the ICSS-Africa conference organizers, I want to thank to partner universities, Nasarawa 
State University, University of Abuja, National Open University, Epoka University, North American Uni-
versity, collaborators Vento International Trading, Turkic American Alliance. We hope that you enjoy 
reflecting and discussing the proceedings with your colleagues.

Finally, ICSS-Africa organizing committee decided to organize 5th ICSS-Africa. We are very happy to 
invite you to our university again next year.

On the behalf of the organizing committee

Prof. Dr. Ibrahim KELES
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EFFECT OF AUDIT QUALITY ON EARNINGS MANAGEMENT 
(A study of quoted financial institutions in Nigerian stock exchange) 
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Abstract 
 
This study examines the effect of audit quality on earnings management using modified jones 
model and performance matching model to determine earnings management.  This study used a 
sample of 38 financial institutions, which comprise of both banks and insurance companies in 
Nigeria. Preliminary analyses were conducted, such as descriptive statistics and correlation matrix. 
In analyzing the data, the study adopted panel multiple regression to identify the possible effects 
of audit quality on earnings management of financial institution in Nigeria while we interpreted 
fixed effect analysis after using Hausman test. The result shows that audit quality had a significant 
and positive effect on earnings management using modified jones model. We therefore, conclude 
that, audit firm tenure, audit committee independence, financial literacy of audit committee 
members and audit fees goes a long way to determine the level of earnings management because  
these variables affects the auditor’s level of independence. While audit firm size has a significant 
negative effect on earnings management hence size of audit firm whether big 4 does not affect 
earnings management using modified joes model. However, model two which is performance 
matching model also concluded that audit quality affects earnings management significantly. The 
study therefore, recommended that, financial institutions should focus more on having an 
independent audit committee and ensuring that members of the audit committee have a very good 
knowledge of accountings standards. while accounting bodies should implement policies that 
reduce the tenure of auditors in a particular institution and also ensure a fixed audit fees depending 
on the size of the financial institution the firm is auditing. 
 
Keywords: Earnings Management, Audit Firm Tenure, Audit Firm Size, Audit Committee 
Independence, Financial Literacy of Audit Committee Members, Audit Fees 
 
1.0 Introduction 
 
Earnings management has remained a widely researched area in accounting for the last two 
decades. Earnings management is usually regarded as a negative factor affecting the quality of 
financial report. In the accounting literature variety of terms are synonymous with earnings 
management: creative accounting, cooking the books, earnings manipulation, accounts 
manipulation, income smoothing etc. As a result of several financial scandals, such as Worldcom 
and Enron, there has been an international movement towards developing and implementing 
policies to reduce the opportunistic behaviors that have undermined investor’s reliability on 
financial information. 
 
According to Merchant & Rockness, (1994), Earnings management is being labeled the most 
important ethical issue facing the accounting profession. The extent to which earnings is 
manipulated has long been of interest to analysts, legislators, researchers, and other investment 



4 
 

professionals. When there are some doubts about the reliability of a company's qualitative financial 
disclosure, we may turn our attention to the auditor's report. In theory, the auditing process is 
supposed to serve as a monitoring device that reduces management incentives to manipulate 
reported earnings, as well as to detect earnings manipulation and misstatements (Amat, Oscar 
&patya  2014). 
 
According to Nigeria standard on audit, an audit enhances the degree of confidence of intended 
users in the financial statements. It is a key contributor to financial stability and in other to re-
establish trust and market confidence. 
 
Financial industry in Nigeria has remained the hub of the economy because of its huge capital base 
and lending capability on the economy, aside the federal government, the financial sector has 
remained the highest employer of labor and therefore needs transparent, reliable and efficient audit 
to cub earnings manipulation. This is the motivating factor of this study as many studies done in 
Nigeria were carried out on banking sector without considering the exposure risk covered by the 
insurance companies to the best of the researchers knowledge. 
 
Therefore, this study intends to determine the effect of audit quality on earnings management in 
Nigeria banking and insurance companies. Is it significant or insignificant? Is it positive or 
negative using post international financial reporting standard adoption period. 
 
Based on the research of other scholars, the study analyses which and how factors of audit quality 
affect earnings management according to the data from Nigerian banking and insurance industry. 
 
The main objective of the study is to determine the effect of audit quality on earnings management 
while the specific objective include: 
 
1. to determine whether the length of audit tenure have effect on earnings management. 
2. to examine the effect of audit firm size on earnings management  
3. to find out the effect of audit committee independence on earnings management 
4. to ascertain the effect of financial literacy of audit committee members on earnings 
management 
5. to determine the effect of audit fees on earnings management 
 
Research Hypotheses 
1.  Length of audit tenure has no significant effect on earnings management 
2. Audit firm size does not have any significant effect on earnings management 
3. Audit committee independence does not have significant effect on earnings management 
4. Financial literacy of audit committee members has no significant effect on earnings 
management  
5. Audit fees has no significant effect on earnings management 
 
1.4 Scope of the Study 
This study covers the financial institutions in Nigeria from the period of 2012-2015 using annual 
reports and Nigeria stock exchange fact book of 15 commercial banks and 23 insurance companies 
in Nigeria. 
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2.0 Review of related literatures 
 
Conceptual Framework 
Earnings management 
 
Roychowdhury, (2006) defined earnings management as departures from normal operational 
practices, motivated by managers’ desire to mislead at least some stakeholders into believing that 
certain financial reporting goals have been met in the normal course of operations.  
 
Aziatul, Nur and Zuraidah (2015) defined earnings management as the use of discretion in 
preparing and reporting accounting information to external users by managers. Leuz, Nanda 
&Wysocki (2003) defined earnings management as the alteration in firms reported economic 
performance by managers to either mislead some stakeholders or to influence contractual outcome 
with them. 
 
Awiasand Zongjun (2011) defined earnings management as the adjustment of a firms’ reported 
economic performance. Earnings management is more informative and trustworthy if followed by 
a good governing system.  
 
Sankar and Subramanyam (2001) defined earnings management as ‘taking advantage of the 
flexibility in the choice of accounting methods to indicate the management decision-making on 
future cash flows While Hepworth, (1953) defined it as smoothing the amplitude of periodic net 
income fluctuations. Schipper, (1989) stated that, earnings management means ‘disclosure 
management’ in the sense of a purposeful intervention in the external financial reporting process, 
with the intent of obtaining some private gain.  
 
Roman (2009) stated that, earnings management occurs when firm management has the 
opportunity to make accounting decisions that change reported income and exploit those 
opportunities”. He also stated that accounting for business operations requires judgment and 
estimates. For example, one cannot measure revenue without estimating when customers will pay, 
how many will not pay, how many will return goods for refund and costs to the seller for fulfillment 
of warranty or maintenance promises. 
 
Beidleman(1973) and Lipe(1990) are of the opinion that earning management techniques reduce 
the variability of earnings and, therefore, benefit shareholders because the reduced uncertainty and 
improved predictability of future earnings help in enhancing price earnings multiples. However, 
they claimed that abnormal accruals over time tend to reverse and can readily be detected by 
investors. While Schipper and Vincent, (2003) sees it as the manipulation of income in 
contravention of sound accounting practice, which affects shareholders negatively, and in contrary 
to an underlying concept of faithful representation of earnings. 
 
Earnings management unlike fraud involves the selection of accounting principles, procedures and 
estimates that conform to generally accepted accounting principles (GAAP),this is in line 
withRahman and Ali (2007) that any firms that have earnings management would manifest it 
within the bounds of accepted accounting procedure manipulation.Davidson, Stickney and Weil 
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(1985) in Kamarudin, and Ismail (2014), define earnings management as the process of taking 
intentional steps, within the limits of generally accepted accounting practice, to reduce a desired 
level of publish earnings. Ewert and Wagenhofer (2005) explained that the management’s 
interpretation of accounting standards with intent to make existing standards apply to existing 
accounting events and transactions and/or with intent to shift partial earnings between periods, is 
one form of earnings management. In terms of real earnings management, manager is required to 
organize transactions or alter the timing of transactions to help him/her transform bad news into 
good news. Jiraporn, Gary, Yoon and Kim.(2008) defined earnings management as distortions in 
financial reports, which occurs when there is a misalignment of incentives between managers and 
shareholders. This could drive the managers to exercise the flexibility of accruals accounting to 
adjust earnings opportunistically.  
 
Yaping (2005) stated that, the employment of earnings management requires the manager’s 
judgment to change the accounting estimation and policies, this right given to managers to use 
their judgment and discretion in accounting gives the managers the power to choose which 
allowable accounting method, policies and estimate encourages earnings manipulation because 
they are covered within the accounting law. 
 
Healy and Wahlen (1999) is of the opinion that earnings management occurs when managers use 
judgment in financial reporting and in structuring transactions to alter financial reports either to 
mislead some stakeholders about the underlying economic performance of the company or to 
influence contractual. 

 
Audit Quality  
 
The International Audit and Assurance Standard Board (IAASB), defined an audit as an 
independent examination of, and expression of opinion on the financial statements of a business 
enterprise by an appointed auditor in accordance with his terms of appointment and in compliance 
with the relevant statutory and performance requirements.  
 
Section 359(3) of the Companies and Allied Matters Act (CAMA), 1990 provided that, the auditor 
has a responsibility to issue a report to the members of the audit committee which must be statutorily 
set up by the company management. 
 
The role of auditing in ensuring the quality of financial reporting of earnings and restraining the 
client company from engaging in earnings management has become an important issue due to recent 
corporate accounting scandals.  
 
Audit involves performing procedures to obtain evidence about amounts and disclosures in the 
financial statements so as to evaluate the appropriateness of accounting estimates made by 
management (KPMG, 2008).  
 
Wallace (1980) describes audit quality as being synonymous with auditor independence and as a 
measure of the auditor’s ability to reduce noise and improve fitness in accounting data. According 
to him, a high quality audit increases the perception that the auditors are not less objective and 
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therefore higher probability to report discovered errors, misstatement and intentional misstatement 
in financial statement or Earnings Management. 
 
Zerni et al. (2012) define audit quality as earnings conservatism, abnormal accruals, credit ratings, 
and perceived risk of bankruptcy. 
 
Suyono (2012), an auditor needs a public trust when doing his/her tasks, particularly when 
providing audit service to his/her clients. It is very important for the users of financial statement to 
presume the auditor from a public accounting firm is an independent party having adequate 
experience and good accountability. This will affect the user’s perception about the quality of the 
audit service. Audit quality is a basic ingredient in enhancing the credibility of financial statements 
to users of accounting information. 
 
Theoretical framework   

 
The study was anchored on the stakeholders theory of corporate governance developed by Ed 
Freeman in the 1980s and signaling theory developed by AmotzZahavi in (1975).  The stakeholder’s 
theory argues that a company should be managed in the interest of its entire stakeholder. The interest 
of the stakeholder include, the interest of the shareholders and a range of other direct and indirect 
stakeholders such as, suppliers and creditors who have direct interest in the organization and 
supplies to the company on credit, based on their performance and investors who eventually invest 
their money in the company based on the audited report of the independent auditors. The signaling 
theory states that, corporate trustee has obligation to report relevant information to the corporate 
capital owners, which give help to the operation of business. In the process of reporting, 
corresponding information is to pass the corporate relevant signal to the capital market. The 
information can make the operator affect the flow of resources in capital market in a certain extent 
to improve the enterprise’s interests. 
 
Therefore the auditors has a responsibility to protect the interest of the various stakeholders by 
ensuring that the published financial statement is free of the director’s influence and any material 
misstatement 
 
2.3 Empirical Review  
 
Effect of Length of Audit Tenure on Earnings Management:  
 
There are two opposing views on the effects of auditor tenure on audit quality. One states that as 
the auditor–client relationship lengthens, the auditor develops a close relationship with the client 
and become more likely to act in favor of management, thus reducing audit quality. This view 
supports mandatory audit partner rotation. The other view is that as auditor tenure lengthens, 
auditors increase their understanding of their clients’ business and develop their expertise during 
the audit, resulting in higher audit quality. The literature on auditor tenure has generally concluded 
that long auditor tenure does not impair audit quality. Most of the researches on audit tenure used 
issuing going concern opinion and bankruptcy as a measure for audit quality.  
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Chinwe & Chinwuba (2012) worked on Auditors Independence, Auditors’ Tenure and Audit Firm 
Size in Nigeria they empirically examine the relationship between auditor’s tenure and earnings 
management. Using binary logistic regression with a sample size of fifty (50) audit firms in Edo 
and Lagos States in Nigeria. They concluded that auditor’s tenure (TEN) does not compromise the 
independence of the auditors and recommended that the length of audit tenure should not exceed 
5years. 
 
Chijioke, Emmanuel and Peter(2012) examined Audit Partner Tenure and Audit Quality in Nigeria  
using  binary logit estimation technique  to determined relationship between the tenure of an 
auditor and audit quality they concluded that,  there is a significant negative relationship between 
auditor tenure and audit quality. 
 
Barbadillo and Aguilar (2008) Does auditor tenure improve audit quality in Spain. Using a sample 
of non-financial Spanish companies quoted on Madrid Stock Exchange, the study found a negative 
relationship between auditor tenure and audit quality and suggested that auditors tend to be more 
dependent in the first years of the auditing engagement. The study concludes that the shorter the 
auditor’s tenure, the more they behave dependent. 
 

Nuraddeen and Hasnah (2015) examined the Impact of Audit Committee and Audit Quality on 
Preventing Earnings Management in the Pre- and Post- Nigerian Corporate Governance Code 2011 
they multiple regressions to measure the association between audit tenure, audit quality and 
discretionary accruals in both periods. The study also employs T-test for independent sample to 
compare the results of the pre- and post- code 2011 periods. They used modified Jones by Dechow, 
Sloan and Sweeney (1995) to measure discretionary accruals and Auditor’s tenure is measure as 
one if the auditor’s tenure is greater than the sample average otherwise zero they concluded that 
there is a significant negative relationship between auditor’s tenure and discretionary accruals in 
the pre- and post-code 2011. 
 
Effects of audit firm size on earnings management:  
 
Lennox (1999) in audit quality and auditors size he is of the opinion that the size or brand name of 
audit firms is an appropriate indicator of audit quality. He concluded that large audit firms are 
assume to perform more powerful test consequently, larger audit firms are more likely to be 
associated with more precise information than are smaller audit firms, all else being equal. 
 
DeAngelo, (1981),in auditors size and audit quality concluded that appointing top class audit firms 
provide good quality audit because quality of audit differs among the classes of the auditors Top 
audit firms such as Big 4 can deliver higher quality audit than non-Big 4 auditors  
Becker Defond, Jiambalvo, and Subramanyam. (1998) experimentally support the positive 
relationship between audit firm size and audit quality in the effect of audit quality on earnings 
management. They captured earnings management using jones 1991 discretionary accrual in a and 
big audit firm as proxy for audit quality sample of 10379 big six and 2179 non big size audit firms. 
They concluded that the companies audited by non-Big 6 audit firms have higher discretionary 
accruals than the companies audited by Big 6. However, they test only for income-increasing 
earnings management, which results do not apply to income decreasing discretionary  
DeAngelo, (1981)“Auditor size and audit quality in US he proposes that larger firms provide 
higher-quality audits because larger audit firms have fewer incentives to compromise their 
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standards to ensure retention of clients in comparison with smaller firms. Similarly, 
Dopuch&Simunic, (1982) studied The nature of competition in the auditing profession argue that 
audit quality is a function of the number and extent of audit procedures performed by the auditor 
and that larger firms have more resources with which to conduct tests. 
 
Choi, Kim, C., Kim,J.andZang,(2010) examined Earnings Management and the Long-Run 
Underperformance of Firms Following Convertible Bond offer in Taiwan has concluded that Big 
5 auditors are related to lower abnormal accruals. Inaam, Khmoussi and Fatma (2012) Examined 
audit quality and earnings management in Tunisia they found an association between audit quality 
and earnings management. They report that there are negative and significant relationship between 
Big 4 auditors and the earnings management measured by discretionary accruals. In addition, they 
find real earnings management in Tunisian market have positive relationship with audit firm size. 
 

Zuo and Guan (2014) Examined the Association of Audit Firm Size and Industry Specialization on 
Earnings Management in China from 2008 to 2011 using ordinary least square regression analysis 
The results show that audit firm size is significantly negatively related to earnings management, 
especially for firms with income-increasing abnormal accruals. 
 
Effect of audit committee independence on earnings management:   
 
The role of the audit committee is certifying the quality of financial reporting, contributing to 
minimizing earnings manipulations. Corporate governance code 2011 imposes obligations on a 
fully independent audit committee to be in charge of observing the financial reporting that the audit 
committee has not done previously Klein, (2002) in audit committee board of director’s 
characteristics and earnings management where abnormal accrual was used as proxy for earnings 
management. He found a negative relationship between audit committee independence and 
abnormal accrual and concluded that, for the audit committee to be fully independent and effective 
committee, the majority of the members must be independent directors or non-executive directors.  
Goh, (2009) Audit committees, boards of directors, and remediation of material weaknesses in 
internal control. Chang and Sun (2009) Does the disclosure of corporate governance structures 
affect firms’ earnings quality.  Have found that an effective audit committee is positively associated 
with high-quality financial reports and that the markets react positively to the disclosure of a fully 
independent audit committee.  
 
Petra (2007) in the effects of corporate governance on the in formativeness of earnings. He 
examined whether the in-formativeness of earning which was proxy by earnings response co-
efficient varies with the presence of independent audit committee in the board the result shows a 
negative association between the earnings manipulation and independent audit committees.  
 
Sun (2013) examined Auditor industry specialization, board governance, and earnings management 
in US using regression analysis to test relation between audit committee independence in 
constraining earning management. He found a negative and significant relationship between audit 
committee independence and earnings management. 
 
Nuraddeen and Hasnah (2015) worked on the impact of Audit Committee and Audit Quality on 
Preventing Earnings Management in the Pre- and Post- Nigerian Corporate Governance Code 2011. 
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They used multiple regressions to measure the relationship between audit committee independence 
and earnings management by measuring Audit Committee Independence as the proportion of non-
executive audit committee members to the total audit committee members, they concluded that 
there is a negative relationship between audit committees independence and earnings management 
in the pre- and post-code 2011. 
 
Alkhadash, Rana&Abdullahi (2013) in Factors affecting the quality of Auditing using Jordan 
Commercial Banks they concluded that where audit committee is independent it enhances the 
independence of external auditor, and ensures that audit process is free from management influence. 
The committee can conduct informal and private meetings without the presence of the company’s 
management to encourage the external auditor to be transparent on material issues at an early stage. 
The purpose of establishing the audit committee is to ensure continuous communication between 
external auditors and the board, where the committee meets regularly with the auditors to review 
financial statements and audit processes and internal accounting systems and control. 
 
Effect of financial literacy of audit committee members on earnings management:  
 
Regulators emphasize the need for audit committees to be comprised of members who are 
Independent and at least some of whom have financial expertise. They also recognize the need for 
audit committees to meet financial reporting process comprises knowledge of technical rules and 
accounting standards. Directors whom will monitor the process with sophisticated financial 
background are more likely to be successful in constraining earnings management.  
 
According to Song and Windram (2000), in the Effectiveness of Audit Committee in UK 
commented that a high degree of financial literacy is necessary for an audit committee to perform 
its duty of financial control and reporting. The role of an audit committee in determining the 
accountability of the management covers a wide scope to include the overall process of corporate 
reporting. This requires the audit committee to have accounting knowledge in order to acquire an 
in-depth knowledge of financial reporting and improve compliance with regulatory requirements. 
The need to comprehend the overall financial and non-financial contents of company’s reports is 
greater, considering that listed companies are operating as conglomerates with some having 
complex group structures and therefore, presenting technically advanced financial reporting 
information. Financial literacy of audit committee members reduces fraud in corporate financial 
reporting. Therefore, using logit regression with a sample of companies that have been subject to 
adverse ruling by the financial reporting review panel concluded that there is a significant positive 
relationship between financial literacy of audit committee members and earnings management. 
Other studies such as Bédard, Chtourou, Courteau, (2004) examined the effect of audit committee 
expertise, independence and activity on aggressive earnings management using two groups of US 
firms in 1996  find that the audit committee that comprises financial expert member is negatively 
associated with discretionary accruals. While Carcello, Hollingsworth, Klein and Neal (2006) 
examined Audit Committee Financial Expertise, Competing Corporate Governance Mechanisms, 
and Earnings Management using a total sample 283 that are traded in the New York stock exchange 
between July 2003 Dec 2003. 57 without an Audit committee financial expert and 226 with an 
Audit committee financial expert. They used two cross-sectional models to calculate expected and 
abnormal accruals. The first is the Jones abnormal accrual model and The Ball and Shivakumar 
piecewise, non-linear model using ordinary least square to determine the relationship between the 
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dependent and independent variables They find that the presence of at least one audit committee 
member with financial expertise is associated with a lower possibility of destructive earnings 
management. 
 
Defond, Hann and Hu (2004) does the market value financial expertise on Audit committee of board 
of directors?  They used event study methodology described in Brown and Warner [1985], which 
uses a portfolio average abnormal return in the calculation of the standard deviation and test 
statistics. The study related to the markets show favoritism only to financial experts with an 
accounting background or expertise on the audit committee.  
 
Patrick, Dain and Matthew (2013) worked on Audit Committee Financial Expertise and Earnings 
Management with sample of 29,074 within the period of 2001-2008 using jones model. They found 
audit committee financial expertise is positively related to earnings management and concluded that 
audit committees with both financial expertise and high relative status are more effective at 
deterring earnings management. 
 
Effect of audit fees on earnings management 
 
Mitra, S., Deis, D. R., and Hossain, M. (2009). Examined the association between audit fees and 
reported earnings quality in pre-and post-Sarbanes-Oxley regimes they found an inverse association 
between audit fees and discretionary accruals. In their test, they found the results held for the 
absolute value of all discretionary accruals, as well as both income increasing and income 
decreasing accruals tested separately. 
 
Hoitash, Markelevich and Barragato (2007) in Auditor fees and audit quality, are of the opinion 
that the total of audit fees are the amount of all costs covered for the audit assignment.  According 
to Lyon and Maher, (2005). Audit fees defers depending on client size, and complexity of the 
auditing process. This notion is further supported by Turley &Willekens(2008), in Auditing, Trust 
and Governance: Regulation in Europe, they stated that, there are three composite factors that 
contribute to the establishment of audit fees, these include complexity, Client size and associated 
risk. 
 
Gul, Chen and Tsui, (2003), examined, Discretionary accounting accruals, manager’s Incentives, 
and audit Fees, using Ordinary least square with a sample of 648 Australian firms. They concluded 
that, audit fees could increase in the level of unsigned discretionary accruals because, to the extent 
that discretionary accruals proxy for managerial opportunism, audit fees provide managers with a 
means of managing reported earnings to their advantage.  
 
Healy, (1985) in his study, The effect of bonus schemes on accounting decisions using a sample 
companies listed on the 1980 Fortune Directory of the 250 largest U.S. industrial corporations. He 
concluded that, audit fees affects earnings management because accruals are associated with high-
risk accounts such as accounts receivable and inventories. 
 
Simon, Gaeremynck and Marleen (2014) investigated Audit partners’ economic incentives and 
accruals-based earnings management in Belgium using a sample of 7,734 Belgian Big 4 audit 
clients over the period 2007-2010. Using audit fees and discretionary accrual. The result indicate 
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that, absolute significant negative discretionary accruals. This implies that, discretionary are higher 
when the extent of fee-based compensation, measured as the association between partner 
compensation and generated audit fees, is higher. This evidence suggests that partners have a higher 
likelihood of submitting to client pressure when their compensation is link to the audit fees they 
generate.  
 
Caitlin Ruddock Kate Sherwood and Stephen Taylor (2014) Non-Audit Services and Earnings 
Management: Is Auditor Independence Impaired? The study provided additional evidence on the 
extent to which the purchase of non-audit services from the incumbent auditor is associated with 
earnings management. Using ordinary least square regression. Time series of audit fees paid and 
abnormal accrual as proxy for audit fees and earnings management in Australian firms. They 
concluded that, audit fees is positively associated with abnormal accruals. 
 
Kinney and Libby (2002) discussed on the relation between auditor’s fees for non-audit services 
and earnings management. The discussion was organized around predictive validity model to show 
the relationship the dependent and independent variables. They concluded a significant negative 
association between auditor’s fees and abnormal accruals. 
 
In summary, the above empirical review examined the effect of audit quality on earnings 
management. However, the researches indicating audit quality constrains the earnings 
management were carried out in developed countries such as USA. Where there is effective audit 
and oversight mechanism for auditors, and some developing countries such as china According to 
Jeong and Rho (2004), if the institutional setting in a country does not motivate auditors to provide 
high-quality audits, auditors may not constrain earnings management practices of clients. Based 
on above arguments, and contradicting results carried out at different environment that this 
research is aim at feeling the gap in Nigeria banking and insurance sector. Hence studies in Nigeria 
have presented contradicting result such as the result of chinwe and chinweuba (2012), Nuraddeen 
and Hasnah (2015), Chijiokeet,al (2012) presented a negative effect of audit quality on earning 
management The main hypothesis of this study is that “there is no significant effect of audit quality 
on earnings management. We therefore, proposed that if audit committee independence is high, 
and there are more financial experts in the audit committee we predict low earnings management. 
 

3.0 Research Methodology 
3.1      Research Design 
 
The study was based on ex facto design, using secondary data obtained from financial information 
of banks and insurance companies in Nigeria. Quoted in the Nigerian stock Exchange from 2012-
2015 because computing discretionary accruals of these firms are different and problematic from 
firms in other industries therefore, focusing on banks and insurance companies will help to reduce 
the effect of industry differences. We also excluded consolidated financial statements. Because, the 
results obtained from the financial analysis of consolidated financial statements have an average 
value, a weak firm may be assess in good condition as a result of other strong firms within the 
group. 
 
3.2 Population of the study 
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The population of the research will be focus on all quoted banks and insurance companies in 
Nigeria. We create an unbalanced panel for 2012 2013, 2014 and 2015 for quoted banks and 
insurance companies in the Nigeria Stock Exchange. The data are unbalanced because some banks 
are consistent in uploading their published report while some are not consistent. 
 
3.3 Sample size of the study 
 
The sampled size for this study was based on the available data. . In considering sample size, we 
use all banks and insurance firms whose shares are listed in the Nigerian stock exchange. The period 
examined in this study covered 2012 to 2015. The sample consist of 15 listed banks and 23 
insurance companies. 
 
3.4 Method of Data Collection  
 
This research uses panel data and covers a period of 4 years (2012 to 2015). This period is adopted 
to draw a reliable conclusion because of IFRS adoption in Nigeria.  It consists all 15 banks and 23 
insurance companies quoted in banking and insurance sector of NSE. This is based on the following 
justifications (1) It excluded manufacturing companies. That is because; their financial 
characteristics are difference from other industrial companies (2) It included the data on those firms 
whose financial information is not available on some sample period.  
 
The nature of this study necessitated the use of secondary data. It is a worthy of note that some data 
are directly taken from NSE fact books, while others are calculated based on date available from 
companies published financial state. 
 
3.5 Model Specification and Measurement of Variables  
 
The selection of the variables (regressand and regressor) were guided by the results of the previous 
empirical studies and the available data. The dependent and independent variables were define in 
chapter 2 in other to be consistent with previous empirical studies while the uniqueness of the study 
is all quoted banks and insurance companies in Nigeria. 
 
In specifying our linear regression model for the effects on earnings management, our major 
variables are audit tenure (AUDTE), audit firm size (AUDFS), audit committee independence 
(AUCID) financial literacy of audit committee members (FLACM). Audit fees (AUDFE) Also 
included in the model are cross-section (banking sector) and years (2012 – 2015).  
 
Based on the above, the study used Jones (1991) modified for banks or other financial institutions 
that are not engaged in sales-based businesses Cohen, et al (2011). Thus, given consideration to the 
standard Jones (1991) model and modifications by Dechowet,al (1995); Guay, et al. (1996) as used 
by Onaloet,al (2013) and performance matching model as used by Kothari, Leone and Wasley 
(2005). 
 
The panel multiple regression with an error term (µi) is expressed in equation 
EM= αi  β₁AUDTE it + β₂AUDFS + β₃AUCID + β₄FLAGM + β AUDFE +  µі 
We also use the following models to test our dependent variable. 
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Model 1: Audit Quality Vs Discretionary Accrual 
 
To investigate earnings management, this study first estimate total accruals and subsequently 
modifies and employs the Jones modified model to investigate discretionary accruals. Thus, to 
estimate these variables, the following formula applies 
 
DACit = f(AUDTE + AUDFS + AUCID + FLACM + AUDFE)…………….equ(1)  
DACit = αi  β₁AUDTE it + β₂AUDFS + β₃AUCID + β₄FLAGM + β AUDFE +µі……..equ (2 
αi=  constant 
 
Dependent variable 
First dependent variables 
 
DAC = discretionary accrual was measured using Jones (1991) modified for banks or other financial 
institutions that are not engaged in sales-based businesses Cohen, et al (2011). Thus, given 
consideration to the standard Jones (1991) model and modifications by Dechowet,al (1995); Guay, 
et al. (1996) Onaloet,al (2013) these studies modify the Jones model by introducing gross earnings 
(GE) to replace SALE/REV. This is because what sales or revenue is on the financial statement of 
manufacturing firms are gross earnings to banks. Banks total gross earnings is the sum of interest 
and similar income, fee and commission income, foreign exchange income, trusteeship income, 
income from investments and other income. 
 
TAjt/ASTjt-1－〔a0 （1/ASTjt-1）+ a1, i（△GEjt/ASTjt-1-△NLjt/ASTjt-1） +a2, i（

PPEjt/ASTjt-1）+ µ₁ 
 
TAit = Total accruals of bank i calculated as the difference between profit or loss before taxation, 
and operating cash flows for year t; 
ASTjt-1 = Assets at the beginning of the year; 

 GE =  the change in Gross earnings from year t-1 to t); 
 NL = NLjt is the change in the analysis of total loans and advances and non-performing loan    

  
Second dependent variable 
 
We used performance matching model to test our second dependent variable, developed by Kothari, 
Leone and Wasley (2005),   The performance matching model draw comparison between the model 
efficiency in contrast with the regression-based approach specifically the original and the modified 
Jones model. This model utilizes residuals from the annual cross-sectional industry regression 
because it comprises return on assets, which is used to control organizational performance and a 
constant, which provides a greater degree of control in terms of heteroskedasticity, The model is 
seen asrom year t-1 to t to reflect change in Net Loans 
 
TAit = β  + β₁ (1/TOTAL ASSETit-₁) + β₂ SALESit + β₃PPEit + β₄ROAit +ϵ  
where 
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TAit = total accruals is seen as the change in non-cash current assets minus the change in current 
liabilities excluding the current portion of long-term debt, minus depreciation and amortization, 
scaled by log of total assets. 
 

SALESit = change in sales scaled by change in gross earnings. 
TOTAL ASSETit-₁ = total assets 
PPEit = net property, plant and equipment scaled by ASSETSit-1. 
ROAit = return on assets 
 
Independent variables 
 
AUDTE= length of audit tenure following Adeniyi&meiseigha (2013) who measure number of 
years spent as firms auditor if greater than 3 we assign 1 if otherwise we assign 0. The apriori sign 
is β₁<0  
 
AUDFS=Audit firm size as measured by Krishnan and Schauer, (2000), Behn et al. (2008) 
Jueminget,al (2014) we assign 1 if financial statement is audited by any of the Big 4 and 0 if 
otherwise Apriori sign is β₂>0 
 
AUCID= Audit committee independence following Omaloet,al (2013) we assign 1 if an 
independent non-executive is the chairman of the committee and 0 if otherwise. Apriori sign β₃<0 
FLACM= Financial literacy of audit committee members as measured by Song and Windram 
(2000), assign 1 if a financial expert is a member of the audit committee and 0 if otherwise. Apriori 
sign β₄ 0 
 
AUDFE= Audit fees measured by Cheong et,al (2015) as Natural log of audit fees paid to an audit 
firm in a year. 
 
Apriori sign β <0 
 
Method of Data Analysis 
 
The panel data econometric techniques to be adopted in this study are the balanced panel data 
regression techniques. The use of balanced panel data regression methodology in this study is based 
on three fundamental justifications. (1) The data collection had time and cross sectional attributes 
and this will enable us to study earnings management over time (time series) as well as across the 
sampled listed financial institutions (cross-section). (2) Panel data regression provide better results 
since it increases sample size and reduces the problem of degrees of freedom. (3) The use of panel 
regression would avoid the problem of muilticolinearity, aggregation bias and endogeneity 
problems (Greene, 2002) 
The goodness of fit of the model was tested using the coefficient of determination (R-squared). 
Descriptive statistics, correction matrix and ordinary least square using Eview 8 software while 
Spss 10 was used to determine earnings management (modified jones and performance matching 
models) 
 
4.0 Data Presentation and Analysis of Result 
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In this study, we investigated the effects of audit quality on earnings management in Nigerian 
financial industry. The study uses quoted banks and licensed insurance companies as sample 
according to their financial statements from 2012 to 2015. A sample of 15 quoted banks and 23 
licensed insurance companies formed our sample with 152 observations; to ensure adequate 
observation for statistical testing, we adopted a panel data analysis to identify the possible effects 
on earnings management. To this end, we conducted descriptive statistics and correlation matrix. 
Pooled and panel regression with fixed and random effect panel data regression and the Hausman 
test were also conducted to select between fixed and random effect models. 
 
4.2 Descriptive Analysis 
 

Descriptive Statistics   
 AUDTE AUDFS AUCID FINLOACM AUDFE MODIFIEDJONES PERFORM 
 Mean  0.31  0.63 0.68 0.78 172630.0  25771676 -1.11E+08 
 Minimum 0.00 1.00 1.00 1.00 14000 -2.90E+09 -618002.0 

 Maximum 1.00 1.00 1.00 1.00 680000 7.70E+10  3.23E+10 

 Std. Dev. 0.46 0.48 0.46 0.41 874431.8 1.18E+10  4.65E+09 

 Jarque-Bera 27.94640 25.68095 27.52204 46.82622 15423.39 3250.081 5205.603 
 Probability 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
 Observations 151  151 151 151 151 151 151 

Source: Author(2017) 
 
Table 1, shows the mean (average) for each of the variable, the minimum and maximum values and 
their standard deviation (degree of dispersion) and Jarque-Bera (JB) statistics (normality test). The 
results provided some insight into the nature of the selected banks and insurance companies that 
was used in the study. Firstly, Audit fees, which is the fees paid to auditors of each bank and 
insurance for the audit assignment, stood at a maximum of 680,000 while the minimum stood at 
14000 Secondly the Financial literacy of audit committee members stood at the average of 0.78 and 
the maximum of 1.00 while its minimum is 1.00.  Finally, the jarqueBera (JB) that test the normality 
or existence of outliers shows that the values are normally distributed at 1% level of significance. 
Therefore, the overall descriptive statistics revealed that there is no sample selection bias or outlier 
in the data that would impair the generalization from this study. 
 
4.3  Correlation Analysis 
 
In examining the relationship among the variables, we employed the correlation coefficients 
(correlation matrix) and the result is presented in table 2. 
 
 
 
 
Table 2 

Correlation Matrix 
 AUDTE AUDFS AUCID FINLEADCM AUDFE MODIFIEDJON PERFORMODEL 
AUDTE 1.00       
AUDFS -0.10 1.00      
AUCID 0.06 0.10 1.00     
FINLEADCOM 0.01 0.12 0.19 1.00    
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AUDFE 0.13 0.07 0.10 -0.04  1.00    
MODIFIEDJO -0.08 0.09 -0.04 0.08  -0.02 1.00  
PERFORMOD -0.03 -0.01 0.08 -0.01 -0.03 0.09  1.00 

 
In Table 2, we focus on the correlation between modified jones (MODIFIEDJON) and performance 
model (PERFORMODEL) and the five independent variables. The result shows that audit tenure 
(AUDTE) was weakly negatively associated with audit firm size (-0.10). This implies that audit 
firm size does not determine the number of years the auditor spent with each audit client. In the 
case of audit committee independence (AUCIDAUDTE=0.06, AUDFS=0.10) we observed audit 
committee independence was positive and weakly associated with audit tenure at 0.06 and audit 
firm size at 0.10  meaning that audit tenure is determined by the presence of independent audit 
committee and audit firm size. Thirdly (FINLEAUCMAUDTE=-0.01 AUDFS 0.12 and AUCID 
0.19) this indicates financial literacy of audit committee member is weakly positively related to 
audit tenure at 0.01 and strongly positively related to audit firm size  and audit committee 
independence at 0.12 and 0.19 respectively. (AUDFE, AUDTE=-0.13, AUDFS= 0.07, 
AUCID=0.10 FINLEAUCM= -0.04) this means that audit fees is strongly positively related to audit 
tenure and strongly positively related to AUDFS, AUCID, and weakly negatively related to 
FINLEAUCM at 0.07,0.10 and -0.04 respectively. Fourthly, (MODIFIEDJONAUDTE = -0.08, 
AUDFS= 0.09 AUCID= -0.04 FINLEAUCM=0.08 AUDFE= -0.02). This implies that modified 
jones model of discretionary accrual is strongly negatively related to audit tenure and strongly 
positively related to audit firm size at 0.09 and financial literacy of audit committee members at 
0.08 while its weakly negatively related to audit committee independence and audit fees at -0.04 
and -0.02. 
 
Finally, PERFORMODELAUDTE= -0.03 AUDFS = -0.01 AUCID= 0.08 FINLEAUCM= -
0.01AUDFE= -0.03 MODIFIED JON=0.09. This indicates that performance matching model is 
weakly negatively related to audit tenure meaning that this model does not see lengthen audit tenure 
as a yardstick for earnings management. Secondly, the model is weakly negatively related to audit 
firm size at -0.01 this implies that audit firm size does not determine whether earnings management 
will be carried out in the clients records. Thirdly, the model is strongly positively related to audit 
committee independence. This implies that, audit committee independence go a very long way in 
determining the level of earnings management carried out within the organisation hence the audit 
committee vets all accounting records even before the auditors gives an opinion and auditors might 
give opinion based on the independence of the audit committee members. Fourthly, performance 
model is weakly negatively related to financial literacy of audit committee members and audit fees 
at -0.01 and -0.03 respectively this result indicates that earnings management is not determined by 
the amount of fees paid to the auditors and knowledgeability of the audit committee members. 
 
 
 
4.3  Regression Results 
 
However, to examine the impact relationships between the dependent variables earnings 
management and audit quality and to also test our formulated hypotheses, we used a panel data 
regression analysis since the data had both time series (2012 to 2015) and cross-sectional properties 
(15 banks and 23 insurance companies). The panel data regression results are presented and 
discussed below. 
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4.3.1 Modified Jones Model 
 
The modified jones (MJ) panel regression results examine how audit quality and its variables affects 
earnings management. The general hypotheses of this model one is that there is no significant effect 
of audit quality on earnings management. The result obtained are presented in Table 4.3. 
 
Table 4.3 Panel regression result MODIFIED JONES MODEL 

 
Aprior Sign 

 
MODIFJONES 
(OLS Pooled) 

 
MODIFIED 
(Fixed Effect) 

 
MODIFIED JO 
(Random Effect) 

    

C                                 -3.6                              -0.9         -1.52 
    (-1.4)                           (-0.0)                                 (-0.56) 
                  [0.1]*                           [0.9]                                   [0.5]** 
 

AUDTE                     -1.6                                    1.98                                        -1.15 
                                             (-0.7)                                 (0.14)                                      (-0.0) 
                                           [0.04]*                             [0.08]***                               [0.09]*** 

 
AUDFS  4.5                                   - 4512                                       1.86                                           
                          (2.2)                                  0.0                                          (0.8) 

[0.1]*                                [0.09]***                                     [0.4]* 
 

AUCID+    -2.2                                     9035                                     -2.71 
      (-1.0)                                   0.0                                     (- 0.1) 

 [0.2]*               [0.01]***                              [0.8]*** 
 
FINLACM+                           3.6              637                                      7.32 
                                                  1.5                                      (0.0)                                    (0.4) 

0.1                                      [0.9]***                              [0.6]*** 

 
AUDFE                      268.92                                     140                                    32.5 

 (0.2)                                     (0.1)                                   (0.0) 
[0.8]***                               [0.0]*                                  [0.9]*** 

 
R-squared                                                                      0.06                                  0.77                               0.0 
Adjusted R-squared                                                      0.02                                   0.68                            -0.2 
F-statistic                                                                      1.89(0.0)*                          8.66(0.0)*                    0.17(0.9)*** 

Hausman Test                                                                                                                                            3.93(0.02) 
N(n)                                                                             151(38)                               151(38)                       151(38) 
Source: Author 2017 
Note: (1) Parentheses ( ) are t-statistic while bracket [ ] are p-values       
          (2) * 1%, ** 5% and *** 10% level of significance 

4.3.1 Discussion of modified jones regression result 
 
In testing for the cause-effect between the dependent and independent variables in earnings 
management (MODIFIED JONES), we reported pooled and panel analysis. The study adopted the 
three widely used pooled and panel data regression models (fixed effect and panel data estimation 
techniques). The difference in these models is based on the assumptions made about the 
explanatory variables and cross sectional error term. Since the results would be more appealing 
statistically in the context of different in our sampled companies. 
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In table 4.3, we presented an OLS pooled regression and three panel data estimation techniques 
(fixed effect, panel data estimator and random effect). The three results revealed difference in their 
coefficients magnitude, signs and number of significant variables. This clearly shows that pooled 
OLS regression does not reflect the heterogeneity in the sampled financial institutions. This effect 
is reflected in the two panel data regression results. In selecting from the two panel data models, 
the Hausman test was conducted and the result shows that we should accept Ho (adopt fixed effect 
model and reject random effect model). This means that we will adopt, interpret and draw policy 
recommendation from the fixed effect panel data regression results. 
 
Following the above, we will therefore discuss the fixed effect panel regression result from Table 
4.3. In Table 4.3, the R-squared and adjusted R-squared values were (0.77) and (0.68). 
 
This implies that all independent variables jointly explain about 77% of the systematic variations 
in earnings management (MODIFIED JONES) of our sampled financial institutions over the four-
year period (2012-2015). The above average R-squared value is realistic as it clearly shows 
earnings management and its interaction with audit quality (MODIFIED JONES). The F-statistics 
(8.66) and its p-value (0.0) show that the earnings management (MODIFIED JONES) fixed effect 
regression model is generally significant and well specified. The F-statistic also shows that the 
overall earnings management (MODIFIED JONES) fixed effect regression model is significant at 
1% levels. 
 
In addition to the above, the specific finding from each explanatory variable from fixed effect 
regression model is provided as follows. 
 
Length of Audit Tenure: based on the coefficient of 1.98 and p-value 0.06 appears to have a 
positive influence on our sampled listed financial institutions, earning management (MODIFIED 
JONES) and was statistically significant at 10% since it p-value was greater than 0.05. This result 
therefore, suggest that we should reject hypothesis one (H1), which states that length of audit 
tenure does not significantly affects earnings management. This means that length of audit tenure 
of financial institutions have effect of increasing earnings management. With positive influence 
on earnings quality and also does not conform to apriori expectation.Therefore, we ignore our 
apriori sign and accept similar findings like that of Geiger and Raghunandan (2002), who 
concluded a positive effect, that audit tenure affects earnings management and long audit tenure 
impair auditors independence and Ghosh and Mood (2005) who found a positive association 
between audit tenure and earnings management and concluded that, long-served auditors may 
surrender their independence to keep close relationship with their clients. Cheong, Boon, Ong and 
Hong (2015) who concluded an insignificant positive effect of length of audit tenure on earnings 
management. 
 
Audit firm size: based on the coefficient of -4512 and p-value 0.9 appears to have a negative effect 
on our sampled financial institutions. It was also statistically insignificant since it p-value was 
greater than 10%.  This result therefore, suggest that we should accept hypothesis two (H2), which 
states that audit firm sizedoes not significantly affects earning management. This means that 
earnings management is not determine by the size of audit firm. This finding does not conform to 
apriori expectation.  This finding like similar studies Inaam, et al (2012) Zuo and Guan(2014) 
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Nuraddeen and Hasnah(2015) who concluded a negative effect of audit firm size on earnings 
management. 
 

Audit Committee Independence: based on the coefficient of 9035 and p-value 0.01 appears to 
have a positive influence on our sampled listed financial institutions, earning management 
(MODIFIED JONES) and was statistically significant at 1% since it p-value was 0.01. This result 
therefore, suggest that we should reject hypothesis one (H3), which states that audit committee 
independence does not significantly affects earnings management. This means that audit 
committee independence of financial institutions have effect of increasing or decreasing earnings 
management. That is 1% level of independence in the audit committee will decrease earnings 
management by 9035. The finding also conform to apriority expectation. Therefore, we accept 
similar findings like that of Klein 2002) Fodio et al (2013) Dechow (1996) who concluded that if 
an executive director is a member of the audit committee it is likely that there will be financial 
statement fraud. 
 
Financial Literacy of Audit Committee Members: based on the coefficient of 637 and p-value 0.9 
appears to have a positive influence on our sampled listed financial institutions, financial literacy 
of audit committee member was also statistically insignificant at 90% since it p-value is greater 
than 10%. This result therefore, suggest that we should accept hypothesis four (H4), which states 
that financial literacy of committee members does not significantly affects earnings management. 
This means that financial literacy of audit committee members have effect of increasing or 
decreasing earnings management. That is 90% financial literacy level in the audit committee will 
reduce earnings management by 637. The finding also conforms to apriori expectation. Therefore, 
we accept similar findings like that of, Carcello et al (2006) who concluded that one audit 
committee member with financial expertise is associated with a lower possibility of destructive 
earnings management. Patrick et al (2013) they found audit committee financial expertise is 
positively related to earnings management Dhaliwal,et al (2007) find a positive relation between 
accruals quality and accounting expert. 
 
Audit fees: based on the coefficient of 140 and p-value 0.0 appears to have a positive influence on 
our sampled listed financial institutions, audit fees was also statistically significant at 1% since it 
p-value is less than 5%. This result therefore, suggest that we should reject hypothesis five (H5), 
which states that audit fees does not significantly affects earnings management. This means that 
fees paid to the auditors by financial institutions goes long way in affect the report given by the 
auditor either by, increasing or decreasing earnings management. That is for every extra ordinary 
audit fees there is 1% chance that the auditor’s judgement will be impaired, we therefore reject our 
apriori sign which suggest a negative relationship and accept similar findings. Such as, Nam, Le 
Hoai (2014) They found that, a strong evidence for a positive relationship between the absolute 
level of discretionary accruals in the current year and the level of audit fees paid by an audit client 
in the next ensuing year. Gul, Chen and Tsui (2003) who concluded that, audit fees could increase 
the level of unsigned discretionary accruals. Healy (1985) He concluded that audit fees affects 
earnings management positively because accruals are associated with high-risk accounts such as 
accounts receivable and inventories. Caitlin, Kate and Stephen(2014) They concluded that, audit 
fees is positively associated with abnormal accruals. Abbott, Parker and Peters(2006)They 
concluded that, discretionary accruals has a positive effect on audit  in the magnitude of income 
increase accrual and a negative effect on the magnitude of income decreasing accrual as a result 
of asymmetric litigation risk on the auditor.Augustine, Famous and Enofe (2013)Concluded that, 
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real earnings management positively influence audit fees through increase in production costs as 
well as decrease in discretionary expenditures. Amin et al (2014)concluded that, real earnings 
management positively influence audit fees through increase in production costs as well as 
decrease in discretionary expenditures. Santanu, Donald and Mahmud (2009) they concluded that, 
both expected and unexpected audit fees are associated with an increase in earnings quality. 
        
4.3.2  Performance matching model 
 
This model was propounded by Kothari, Leone and Wasley (2005), the model was centered on 
identifying earnings management by considering return on asset to the modified jones model, 
which is used as an organizational performance control tool. It also involves the use of a constant, 
which provides a greater degree of control in terms of heteroskedasticity, and it further elementals 
the issues associated with an omitted scale variable and allows the discretionary measure to be 
more symmetric. 
 
The performance matching panel regression results examine how audit quality and its variables 
affects earnings management. The general hypotheses of this model two is that there is no 
significant effect of audit quality on earnings management. The result obtained are presented in 
Table 4.4. 
 
Table 4.4 Panel regression result Performance Model 

  
Aprior Sign 

 
PERFORMODE 
(OLS Pooled) 

 
PERFORMODE 
(Fixed Effect) 

 
PERFORMODEL 
(Random Effect) 

C  -1.79 -1.79  -2.8     
  (0.45) (-0.15) (-2.5) 
  [0.6]*** [0.8]*** [0.79]*** 
     
AUDTE - -3.81 2.32 1.18 
  (-0.45) (-0.36) (0.19) 
  [0.6]*** [0.7]*** [0.84]*** 
     
AUDFS + -3.98 -229 -9608 
  (-0.45) (-0.01) (-0.0) 
  [0.6]*** [0.9]*** [0.9] 
     
AUCID - 1.62 689 4.77 

  (1.91) (0.08) (0.64) 
  [0.0]* [0.1] [0.52]** 
 
FINLEAUCM 
 
 
 
AUDFE 
 
 
 
 
 

 
+                                                                                                   
 
 
 

-  

 
-4.34                                                                                                                         
(0..4) 
 [0.6]*** 
 
-236                                           
(-0.5) 
[0.5]** 

 
-568                                   
(0.06) 
 0.9]* 
 
60.50                                 
0.09 
[0.0]*** 

 
-1.51 
(0.18) 
[0.85]*** 
 

-44.89 
-0.08 
[0.9]*** 

R-Squared  0.02 0.67 0.00 
Adj-R-Squared  -0.001 0.54 -0.03 
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F-Statistic  0.79(0.5)** 5.36 (0.00)* 0.09(0.9)*** 
Hausman Test    3.19(0.06)* 
N(n)  151(38) 151(38) 208(26) 

Source: Author 2017 
Note: (1) Parentheses ( ) are t-statistic while bracket [ ] are p-values       
          (2) * 1%, ** 5% and *** 10% level of significance 

 
4.3.2 Discussion of performance matching model regression result 
In testing for the cause-effect between the dependent and independent variables in earnings 
management, we reported pooled and panel analysis. The study adopted the three widely used 
pooled and panel data regression models (fixed effect and panel data estimation techniques). The 
difference in these models is based on the assumptions made about the explanatory variables and 
cross sectional error term. Since the results would be more appealing statistically in the context of 
different in our sampled companies. 
 
In table 4.4, we presented an OLS pooled regression and two panel data estimation techniques 
(fixed effect and panel data estimator). The three results revealed difference in their coefficients 
magnitude, signs and number of significant variables. This clearly shows that pooled OLS 
regression does not reflect the heterogeneity in the sampled companies. This effect is reflected in 
the two panel data regression results. In selecting from the two panel data models, the Hausman 
test was conducted and the result shows that we should accept Ho (adopt fixed effect model and 
reject random effect model). This means that we adopt, interpret and draw policy recommendation 
from the fixed effect panel data regression results.  
 
Following the above, we will therefore discuss the fixed effect panel regression result from Table 
4.4. In Table 4.4, the R-squared and adjusted R-squared values were (0.67) and (0.54). This 
indicate that all independent variables jointly explain about 67% of the systematic variations in 
earnings management of our sampled companies over the four year period (2012 – 2015). The 
above average R-squared value is realistic as it clearly shows earnings management and its 
interaction with audit quality. The F-statistics (5.36) and its p-value (0.0) show that the earning 
management fixed effect regression model is generally significant and well specified. The F-
statistic also shows that the overall earnings management fixed effect regression model is 
significant at 1% levels. 
 
In addition to the above, the specific finding from each explanatory variable from fixed effect 
regression model is provided as follows: 
Length of Audit Firm Tenure: based on the coefficient of 2.32 and p-value 0.07 appears to have a 
positive influence on our sampled listed financial institutions, earning management 
(PERFORMANCE MATCHING) and was statistically significant at 10% since it p-value was 
greater than 0.05. This result therefore, suggest that we should reject  hypothesis one (H1), which 
states that length of audit tenure does not significantly affects earnings management. This means 
that length of audit tenure on financial institutions have effect on increasing earnings management. 
and also does not conform to apriori expectation. Therefore, we ignore our apriori sign and accept 
similar findings like that of, Geiger and Raghunandan (2002), who concluded a positive effect, 
that audit tenure affects earnings management and long audit tenure impair auditors independence 
and Ghosh and Mood (2005) who found a positive association between audit tenure and earnings 
management and concluded that, long-served auditors may surrender their independence to keep 
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close relationship with their clients.   Cheong, Boon, Ong and Hong (2015) who concluded an 
insignificant positive effect of length of audit tenure on earnings management. 
 
Audit firm size: based on the coefficient of -229 and p-value 0.9 appears to have a negative effect 
on our sampled financial institutions. It was also statistically insignificant since it p-value was 
greater than 10%.  This result therefore, suggest that we should accept hypothesis two (H2), which 
states that audit firm size does not significantly affects earning management. That is 90% of the 
big audit firm will reduce earnings management by 229. Although the result is insignificant, this 
finding does not conform to apriori expectation.  This finding like similar studies Inaam, et al 
(2012) Zuo and Guan (2014) Nuraddeen and Hasnah (2015) who concluded a negative effect of 
audit firm size on earnings management. 
 
Audit Committee Independence: based on the coefficient of 689 and p-value 0.01 appears to have 
a positive influence on our sampled listed financial institutions, earning management 
(PERFORMANCE MATCHING) and was statistically significant at 1% since it p-value was 0.01. 
This result therefore, suggest that we should reject hypothesis one (H3), which states that audit 
committee independence does not significantly affects earnings management. This means that 
audit committee independence of financial institutions have effect of increasing earnings 
management. That is 1% level of independencece in the audit committee will decrease earnings 
management by 689. The finding also conform to apriori expectation. Therefore, we accept similar 
findings like that of, Klein 2002) Fodio et al (2013) Dechow (1996) who concluded that if an 
executive director is a member of the audit committee it is likely that there will be financial 
statement fraud. 
 
Financial Literacy of Audit Committee Members: based on the coefficient of -568 and p-value 0.9 
appears to have a negative influence on our sampled listed financial institutions, financial literacy 
of audit committee member was also statistically insignificant at 90% since it p-value is greater 
than 10%. This result therefore, suggest that we should accept hypothesis four (H4), which states 
that financial literacy of committee members does not significantly affects earnings management. 
This means that financial literacy of audit committee members does not have effect of increasing 
earnings management.. The finding does not conform to apriori expectation. Therefore, we accept 
similar findings like that of, Bedard et al (2004) who concluded that, audit committee that 
comprises financial expert member is negatively associated with discretionary accruals. Nuradeen 
and hasnah 2015. They concluded that there is a negative relationship between financial experts in 
audit committees and discretionary accruals. 
 
Audit fees: based on the coefficient of 60.58 and p-value 0.0 appears to have a positive influence 
on our sampled listed financial institutions, audit fees was also statistically significant at 1% since 
it p-value is less than 5%. This result therefore, suggest that we should reject hypothesis five (H5), 
which states that audit fees does not significantly affects earnings management. This means that 
fees paid to the auditors by financial institutions goes long way in affect the report given by the 
auditor by either increasing or decreasing earnings management. That is, for every extra ordinary 
audit fees there is 1% chance that the auditor’s judgement will be impaired, we therefore reject our 
apriori sign which suggest a negative relationship and accept similar findings. Such as, Nam, Le 
Hoai (2014) They found that, a strong evidence for a positive relationship between the absolute 
level of discretionary accruals in the current year and the level of audit fees paid by an audit client 
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in the next ensuing year. Gul, Chen and Tsui, (2003) who concluded that, audit fees could increase 
the level of unsigned discretionary accruals. Healy (1985) He concluded that audit fees affects 
earnings management positively because accruals are associated with high-risk accounts such as 
accounts receivable and inventories. Caitlin, Kate  and Stephen(2014) They concluded that, audit 
fees is positively associated with abnormal accruals. Abbott, Parker and Peters(2006) They 
concluded that, discretionary accruals has a positive effect on audit  in the magnitude of income 
increase accrual and a negative effect on the magnitude of income decreasing accrual as a result 
of asymmetric litigation risk on the auditor. Augustine, Famous and Enofe (2013) Concluded that, 
real earnings management positively influence audit fees through increase in production costs as 
well as decrease in discretionary expenditures. Amin et al (2014) concluded that, real earnings 
management positively influence audit fees through increase in production costs as well as 
decrease in discretionary expenditures. Santanu, Donald and Mahmud (2009) they concluded that, 
both expected and unexpected audit fees are associated with an increase in earnings quality. 
 
5.0      Summary of Findings, Conclusion and Recommendation 
5.1 Summary of Findings 
 
The purpose of this study is to investigate the effect of audit quality on earnings management in 
Nigeria. Using quoted banks and insurance companies within the period of 2012-2015. In other to 
achieve this aim, we obtained data based on prior research on audit quality and earnings 
management. These variables include length of audit tenure, audit firm size, audit committee 
independence, financial literacy of audit committee members and audit fees. Modified jones model 
and performance matching model were used to measure earnings management. Based on these 
variables, our hypothesis were postulated. 
 
Based on modifies jones discretionary accrual, as given while by Healy (1985), a positive variable 
is an income increasing earnings management, a negative variable is an income decreasing accrual. 
Therefore, length of audit tenure, audit committee independence, financial literacy of audit 
committee members, and audit fees have positive effect on earnings management that is, these 
variables are increased by management to manipulate earnings and present the firm as being viable 
to investors. While audit firm size is an income decreasing accrual.  
While on performance matching, length of audit tenure, audit committee independence and audit 
fees have a positive effect on earnings management while audit firm size and financial literacy of 
audit committee members have negative effect on earnings management. This indicate that, firm 
size and financial literacy reduces the chances of earnings management on the listed financial 
institutions. 
 
5.2 Conclusion 
 
The result from our study indicates a significant positive effect of audit quality on earnings 
management. This finding is consistent with the findings of Tendelooand  Vanstraelen (2005) and 
that of who concluded that, audit quality and a strong investor protection are substitutes in 
constraining earnings management in private firms, in the sense that the quality have a positive 
significant effect on earnings management.  Mollik et al (2013) concluded that one audit quality 
variable; the proportion of independent member of the audit committee had an impact in reducing 
the level of earnings management over this period. Thus, firms with a higher proportion of 
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independent directors in the audit committee have a significantly lower level of earnings 
management via discretionary accruals. This supports the importance of ensuring a role for 
independent directors on boards. 
 
5.3 Recommendation 
 
Therefore, the study recommends that, financial institutions should focus more on having an 
independent audit committee and ensuring that members of the audit committee have a very good 
knowledge of accountings standards. 
 
While accounting bodies should implement policies that reduce the tenure of auditors in a 
particular institution and ensure a fixed audit fees depending on the size of the financial institution 
the firm is auditing. 
 
Strong institutional settings among shareholders of financial institutions and professional bodies 
should be establish in other to motivate auditors to provide high quality audits, as this will restrain 
earnings management and build investors trust on the published financial statement. 
 
5.4 Contribution to Knowledge 
 
Aside conducting a research to improve on existing studies on earnings management in other 
sectors in Nigeria this research focused on financial institutions and was able to combine both 
banks and insurance companies in Nigeria using relevant audit quality variables and data consistent 
with international financial reporting standards. 
 
Our model 1 specify as follows: 
DACit = αi  β₁AUDTE it + β₂AUDFS + β₃AUCID + β₄FLAGM + β AUDFE +µі and found out 
that  all  our independent variables jointly explain about 77% of the systematic variations in 
earnings management and that audit tenure have a significant positive effect on earnings 
management. Therefore, our study have been able to contribute to knowledge hence we have 
reviewed that long audit tenure increases earnings management as long-served auditors may 
surrender their independence to keep close relationship with their clients.    
 
Our development of model 2 specify as follows 
 
PMit = α₁ β₁AUDTEit+ β₂AUDFS+ β₃AUCID+ β₄FLACM + β AUDFE  µ. This model 
discovered that audit fees paid by clients’ affects earnings management, as this can increase or 
decrease earning management. Therefore, our study contributed to knowledge by revealing that, 
for every extra ordinary audit fees paid by clients there is 1% chance that the auditor’s judgement 
will be impaired. 
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Abstract 
 
Foreign Direct Investment (FDI) is a key element in the rapidly evolving international economic 
integration which is referred to as globalization. FDI provides a means for creating direct, stable 
and long-lasting links between economies. Under the right policy environment, it can serve as an 
important vehicle for local enterprises development, and it may also help improve the competitive 
position of both the recipient and the investing ("home") economy. A boost in the foreign direct 
inflow of an economy does not just emerge on its own but largely dependent on the performance 
or drive from other sectors of the economy. This study is yet another empirical attempt to examine 
the nexus between the performances of selected stock market variables on the foreign direct 
investment in Nigeria. The study made use of time series data from 1980-2016. To ensure the 
goodness of fit of the model, diagnostic and stability tests were conducted and the null hypothesis 
of all coefficients in the given regression was stable and cannot be rejected. The study applied the 
autoregressive distributed lag (ARDL) co-integration technique as a general vector autoregressive 
(VAR). The correlation result showed that all of the variables have positive relationship with the 
FDI. The F-statistic result and the attendant probability values confirmed that the selected stock 
market variables are significant and positively related to foreign direct investment in Nigeria. 
 
Keywords: Stock Market, Foreign Direct Investment, Nigeria 
 
INTRODUCTION 
 
The role of Foreign Direct Investment (FDI) in capital formation in both developed and developing 
economies has been increasing over the years. FDI is regarded to have made a meaningful 
contribution to GDP growth rates and it is also seen as a vital tool for economic progress. 
According to Olusanya (2013), countries and continents (especially developing ones) are attracting 
Foreign Direct Investment as an important element in their strategy for economic growth and 
development. This is most probably because foreign direct investment is seen as an amalgamation 
of capital, technology, marketing and management. 
FDI stimulates product diversification through investment into new businesses, stimulates 
employment generation, increase wages and accelerate declining market sectors of the host 
economies (Aremu, 2003). Over the years, several economic, political and social policies have 
been initiated in Nigeria aimed at attracting foreign direct investment. In 1972 for instance, the 
indigenization policy was established but later abolished in 1980 to pave way for the flow of 
foreign capital into the economy. Foreign direct investment is believed to have positive 
relationship with stock market growth through several channels as most of the investment funds 
coming into the country is usually channeled through the financial market, It helps to direct capital 
or long term resources to firms with relatively high and increasing productivity thus enhancing 
economic growth and development (Donwa & Odita, 2010). 
Stock market contributes to the socio-economic growth and development of developing and 
developed economies. This is made possible through some of the vital functions played, such as 
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channeling resources, promoting reforms to modernize the financial sectors, financial 
intermediation, ability to connect deficit to the surplus sector of the economy as actual means in 
the mobilization and distribution of savings among competitive users which are critical to the 
growth and efficiency of the economy. Critics, however, argue that the stock market might not 
perform efficiently in developing countries and that it may not be feasible for all African markets 
to promote stock markets given the huge cost and the poor financial structures, 
Although, research on the relationship between  FDI and stock market development or the 
economic growth have been done extensively in most of the developing nations  yet not much 
studies have been done on the nexus between stock market capitalization and foreign direct 
investment in Nigeria which is the focus of this study. This study also improves upon past 
econometric method used to examine the impact of FDI on stock market development. 
Methodologically, the study utilizes the Auto Regressive distributed lag and covered up to 2016 
data of stock market capitalization and FDI in Nigeria. The objective of this study therefore is to 
investigate the nexus of the components of stock market capitalization and foreign direct 
investment in Nigeria from1980 and 2016.  
 
LITERATURE REVIEW 
 
This section highlights the theoretical foundation of this study, clarifies some major concepts and 
reviews works that have been carried out by other scholars in the past concerning the stock market 
capitalization and FDI. 
Concept of FDI: FDI is defined as an investment involving a long-term relationship and reflecting 
a lasting interest and control by a resident entity in one economy. FDI has three components; 
Equity capital, reinvested earning and intra-company loans (UNCTAD, 2012). FDI is a type of 
investment that involves the injection of foreign funds into an enterprise that operate in a different 
country of origin from the investor. Investors are granted management and voting rights if the level 
of ownership is greater than or equal to 10% of ordinary shares. 
Stock Market Capitalization is the market value at a point in time of the shares outstanding of a 
publicly traded company, being equal to the share price at that point of time multiplied by  the 
number of shares outstanding. 
Theoretical Framework 
This study bears its underpinning on the following theories 
The Intervention or Integrative School: According to Moosa (2002), while the dependency 
theory and modernization school offered two extreme positions of FDI, the integrative school 
offered a more subtle position. The integrative school calls for a mixture of both the dependency 
and modernization theories. It cautions against too much openness and too much regulation or 
intervention. The integrative school is represented by the diverse FDI and negotiation paradigm 
and its attempts to transform the thinking of FDI by analyzing it from the perspectives of host 
countries as well as investors. An integrative FDI considers both micro and macro economic 
variables. The macro-level envelops the entire economy while micro level denotes firms and 
institutions that link the two. What distinguishes the integrative theory from its predecessors is that 
it accords more importance to the micro-level, the sphere where macro and micro variables meet 
and public and private sectors interact. It is the arena that public policies are established and 
implemented. The micro level is thus pivotal to the successful implementation of public policies. 
Although the integrative school is beginning to gain relevance yet it suffers some setback because 
it has not been thoroughly analyzed due to the difficulty in quantifying them. 
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Capital Market Theory of FDI 
The capital market theory is one of the oldest theories of FDI propounded by Boddewyn (1985). 
The theory maintains  that FDI is determined by the rate of interest charged by the host country’s 
financial institutions. The capital market theory identifies three factors which attract FDI to 
developing countries like Nigeria. First, is the undervalued exchange rate, which allows lower 
production costs in the host countries, less developed countries’ currencies are lowly priced 
relative to those of the developed countries. Hence, to take advantage of low cost of production, 
multinational companies move their capital into these countries. Secondly, since no organized 
securities exist, long term investment in less developed countries will often be FDI rather than the 
purchase of securities. Finally, the capital market theory assumes that foreign investors have 
limited knowledge about the host Countries’ securities and hence prefers FDI which allows control 
of host country’s assets. 
 
Empirical Studies 
Odo, Aonoke, Nwachukwu and Agbi (2016) examined the impact of foreign direct investment on 
the growth of the Nigeria stock market from 1984 to 2015 using co integration, vector error 
correction model and pair wise granger causality econometric process in the estimation of the 
variables specified in the regression model. The results of the test revealed a long run equilibrium 
relationship between the dependent and explanatory variables as supported by the existence of four 
(4) co integration vectors. The findings from the VECM indicated that FDI and EXPT has negative 
relationship with stock market growth both in the long and short run while IMP and GCF was 
found to have a positive relationship with stock market growth both in the short and long run 
periods. The result of the pair wise granger causality indicated no causality between FDI and stock 
market growth. The study concludes that foreign direct investment has no significant impact on 
stock 
Aigheyisi and Edore (2013) empirically investigated the effects of the inflows of foreign financial 
resources into Nigeria’s and Ghana’s economies, on the development of the countries’ stock 
exchanges. Using annual time series data covering the period from 1988 to 2011 for Nigeria, and 
1991 to 2011 for Ghana, adopting market capitalisation–GDP ratio (MCR) as proxy for stock 
market development, and employing multiple linear regression technique, the study finds that with 
the exception of external debt-GDP ratio (EXDTR), the ratios of inflows of other foreign financial 
resources (foreign direct investment (FDI), foreign portfolio investment (FPI), personal 
remittances received (PRR), official development assistance and aid (ODAA)) to GDP, were 
positively related to MCR, although the relationship between ODAA-GDP ratio and MCR in 
Nigeria was statistically insignificant within the sample period. On the other hand, FDI-GDP, 
PRR-GDP and EXDT-GDP ratios were observed to be significantly, negatively related to MCR in 
Ghana, while ODAA-GDP ratio was positively related to it indicating that, of all the forms of 
foreign finances considered, ODAA has been the most relevant in the development of Ghana’s 
stock exchange. 
 
Adam and Tweneboah (2008) examined macroeconomic factors and stock market movement in 
Ghana using quarterly data from 1991 to 2007. They investigated both the long-run and shot –run 
dynamics relationships between the stock market index and the economic variables-inward foreign 
direct investment, Treasury bill rate, consumer price index, average oil prices and exchange rates 
using co-integration test, Vector Error Correction Model (VECM). The study revealed that inflows 
from FDI in developing countries could bring about technological and economic development, 
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employment opportunities and increase in the production of goods and services. The researchers 
pointed out that FDI inflow enhance economic growth and improve stock market performance as 
share price increase was noticed in the trend of data being examined.  
Abel and Nikki (2011) investigated the impact of financial development, macroeconomic and 
institution factors on the flow of foreign direct investment to the sub-Saharan Africa region. Panel 
data from 1995 to 2008 were drawn from 30 Sub-Saharan African countries. The study revealed 
that financial development, the countries’ market and corruption among others adversely affect 
FDI in the region. That means, the absence of infrastructure, trade openness and financial 
development discourage foreign direct investment in the region. 
Oseni and Enilolobo (2011) examined the effect of FDI and stock market development on 
economic growth in Nigeria from 1980 to 2009. Economic techniques such as Unit root test, co-
integration and error correction mechanism were the statistical tools for data analysis. The result 
showed cyclical movement for both the FDI and stock market development. The study also 
revealed that lagged exchange rate could have positive effect on growth. 
Ezeoha, Ogamba & Onyiuke (2009) examined the relationship between stock market development 
and levels of domestic or foreign private investment flows in Nigeria. The result revealed that a 
positive link between capital market development and domestic private investment exist while a 
negative relationship is found between stock market development and foreign private investment 
in Nigeria. 
Asaolu & Ogunmuyiwa (2011) discovered a weak relationship between the macroeconomic 
variables (external debt, inflation rate, fiscal deficit, exchange rate, foreign capital inflow, 
investment and industrial output) and average share price in Nigeria. The study revealed among 
others that the share prices are not influenced by the macroeconomic variables with the exception 
of an exchange rates which showed significant impact on the share prices. 
Sulaimon and Ibrahim (2014) assessed stock market development, foreign direct investment and 
macroeconomic stability using evidence from Nigeria stock market. Johensen co-integration and 
the error correction mechanism (ECM) techniques were used to examine the FDI impact on the 
level of development of the Nigerian stock market from 1981 to 2010. The result showed that FDI 
has a positive but insignificant effect while the exchange rate has a significant and negative 
relationship with the stock market performance. While many developed countries are competing 
for FDI inflow, recent studies attempt to identify conditions which would lead to more beneficial 
utilization of FDI as such developing countries increasingly need to provide unique, non-replicable 
created assets to maintain a successful FDI-assisted development strategy. 
 
METHODOLOGY 
 
The Foreign Direct Investment is the dependent variable, while, Bonds, Equity, Government 
stocks, Industrial Loan and total securities and Stocks that are components of the stock market 
capitalization,   are the independent variables. The model for the relationship between stock market 
capitalization variables and Foreign Direct Investment in Nigeria could be stated as follows:  
Model specification  
FDI =  F(BONDS, EQUITY, GOVT, INDOLOAN, STOCKS)   

where 
FDI= Foreign direct investment 
BONDS = Debts and bonds, components of the stock market capitalization 
EQUITY= Total equities in the stock market capitalization 
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GOVT = Government stocks, a component of the stock market capitalization 
INDOLOAN = Industrial loan, a component of the stock market capitalization Value added tax 
STOCKS=  Total securities and stocks components of the stock market capitalization 

Assuming a linear relationship between the dependent variable and independent variables, and 
using the econometrics model can be specified as follows:  

0 1 2 3 4 5 tFDI = + BONDS+ EQUITY+ GOVT+ INDOLOAN + STOCKS+        

where t  = Error term  

0   = the constant term 
 ’s = the parameters to be estimated 
Diagnostic tests 
Unit root test: In time series analysis, before running the cointegration test the variables must be 
tested for stationarity. For this purpose, we use the conventional ADF tests. Linear combination of 
non-stationary series in general is a non-stationary series and closely associated with economic 
theory. The result clearly shows that two  of  the variables are stationary at level while other 
variables are non-stationary at level.  This suggests the need to difference the series to obtain 
stationarity. At first difference, these variables are integrated of order one at 5% level of 
significance in ADF test procedure. Therefore a cointegration test is therefore conducted. 
The ARDL bounds test is based on the assumption that the variables are I(0) or I(1). Cointegration 
Approach: In order to empirically analyse the long-run relationships and short-run relationship 
between variables, we applied the autoregressive distributed lag (ARDL) cointegration technique 
as a general vector autoregressive (VAR).  
. The ARDL model is written as follow: 

n n n n

t 0 1 t-1 2i 1t-1 3i 2t-1 4i 3t-1
i=1 i=0 i=0 i=0

n n

5i 4t-1 6i 5t-1 7 t-1 8 t-1
i=0 i=0

9 t-1 10 t-1 11 t-

FDI = + FDI BONDS + EQUITY + GOVT +

              INDOLOAN  + STOCKS + FDI BONDS

EQUITY GOVT INDOLOAN

i    

   

  

     

   

 

   

 

1 12 t-1STOCKS t  

 

Where Δ is the difference operator while �� is white noise or error term. The bounds test is mainly 
based on the joint F-statistic whose asymptotic distribution is non-standard under the null 
hypothesis of no cointegration. The first step in the ARDL bounds approach is to estimate the six  
equations (6) by ordinary least squares (OLS). The estimation of this equation tests for the 
existence of a long-run relationship among the variables by conducting an F-test for the joint 
significance of the coefficients of the lagged levels of the variables. The null hypothesis of no co-
integration and the alternative hypothesis which are presented in (Table ) below as thus: 
null hypothesis of no co-
integration 

alternative hypothesis  Equation  

7 8 9 10 11 12 0            7 8 9 10 11 12 0            6 

 
The vector error correction model is specified as follows: 
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n n n n

t 0 1 t-1 2i 1t-1 3i 2t-1 4i 3t-1
i=1 i=0 i=0 i=0

n n

5i 4t-1 6i 5t-1 t
i=0 i=0

FDI = + FDI BONDS + EQUITY + GOVT +

              INDOLOAN  + STOCKS + ECM(-1)+

i    

   

     

 

   

 
 

 
���� 1 is the error correction term obtained from the cointegration model. The error coefficients 
(�1) indicates the rate at which the cointegration model corrects its previous period’s 
disequilibrium or speed of adjustment to restore the long run equilibrium relationship. A negative 
and significant ���� 1 coefficient implies that any short run movement between the dependant 
and explanatory variables will converge back to the long run relationship.  
 
DATA ANALYSIS AND RESULTS  
Descriptive Statistics 
The Jarque-Bera (JB) test statistic was used to determine whether or stock market variables 
(control variables) follow the normal probability distribution.  The descriptive statistics for the 
variables under consideration are therefore presented as follows: 
The descriptive statistic Result  

 FDI BONDS EQUITY GOVT INDOLOAN STOCKS 

 Mean  17071.26  153.4572  2915.108  388.3826  644.9452  1013.485 

 Median  10450.20  3.100000  279.8000  92.70000  35.30000  4.200000 

 Maximum  55999.30  1400.434  13226.00  7319.900  6517.100  5247.963 

 Minimum  584.9000  0.100000  1.000000  0.800000  0.000000  2.100000 

 Std. Dev.  14827.86  396.4617  4348.697  1205.122  1288.609  1732.605 

 Skewness  0.696495  2.568677  1.248617  5.371147  3.024294  1.456984 

 Kurtosis  2.421223  8.025031  3.016967  31.27862  13.19439  3.585865 

 Jarque-Bera  3.507918  79.61681  9.614555  1410.744  216.6210  13.61978 

 Probability  0.173087  0.000000  0.008170  0.000000  0.000000  0.001103 

 Sum  631636.7  5677.917  107859.0  14370.16  23862.97  37498.93 

 Sum Sq. Dev.  7.92E+09  5658549.  6.81E+08  52283524  59778429  1.08E+08 

 Observations  37  37  37  37  37  37 

Source: Author’s computation from E-views 9.0 (2018) 
 
From the result table, the descriptive statistics indicates that from 1980 to 2016, all the variable 
under consideration indicate positive mean values ranging from  153.4572 to 17071.26. The 
maximum values of the variables shows values ranging from ,55999.30, 1400.434, 
13226.00,7319.900, 6517.100 to 5247.963; while the minimum values ranges  from, 584.9000, 
0.100000, 1.000000, 0.800000, 0.000000 to  2.100000respectively. The standard deviation 
showed that the highest standard deviation of (14827.86) is recorded by the FDI  while the least 
standard deviation of (396.4617) is recorded by BONDS . The JarqueBera test of normality for the 
variables revealed that all the variables under consideration are normally distributed.  
Correlation  
Under the correlation test, we conduct the test to ascertain the degree of relationship that exists 
between the dependent variable and the independent variables. This is done using the correlation 
matrix . In the correlation test, we test the variables to ascertain the degree of relationship that exist 
between the independent variables and the dependent variable. The relationships among the studied 
variables depicted in the model were tested using correlation matrix and the result presented below: 
Correlation matrix 

 FDI BONDS EQUITY GOVT INDOLOAN STOCKS 
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FDI  1.000000  0.487591  0.552271  0.132740  0.360792  0.533668 

BONDS  0.487591  1.000000  0.655625 -0.073916  0.193898  0.683800 

EQUITY  0.552271  0.655625  1.000000 -0.005119  0.399231  0.973627 

GOVT  0.132740 -0.073916 -0.005119  1.000000  0.002937 -0.058160 

INDOLOAN  0.360792  0.193898  0.399231  0.002937  1.000000  0.382973 

STOCKS  0.533668  0.683800  0.973627 -0.058160  0.382973  1.000000 

Source: Author’s computation 
The correlation result shows that all of the variables have positive relationships with the FDI. The 
relationships are actually at 48%, 55%,13%, 36% and 53% respectively .This result suggests these 
variables have a direct relationship with the foreign direct investment   in the Nigerian economy 
during the period under review.  
Bound Auto Regressive Distributed Lag (ARDL) testing approach  
In the ARDL bounds test, the variables are required as I(0) or I(1), or else the result may be 
spurious. We adopt the ADF to determine the difference levels of  the variables and find that they 
are I(0) and I(1), respectively. Thus, we compute F-statistics to test the long-run relationship in 
which the maximum lag length p is 2 in the ECM. The results for the bounds for the F-test  is 
therefore presented as follows: 
 
Table 1. Results for the bounds of the F-test 
 

ARDL Bounds Test   

Date: 01/29/18   Time: 02:31   

Sample: 1983 2016   

Included observations: 34   

Null Hypothesis: No long-run relationships exist 

     
     

Test Statistic Value k   

          
F-statistic  4.8142

83 
5   

     
     
     

Critical Value Bounds   

          
Significance I0 

Bound 
I1 

Bound 
  

     
     

10% 2.26 3.35   

5% 2.62 3.79   

2.5% 2.96 4.18   

1% 3.41 4.68   

          
Source: Author’s computation 
From the table above, the underling ARDL model can be established to determine the long-run 
slope-estimated coefficients and the short-run dynamic-estimated coefficients. The ARDL(1,1) is 
selected based on Akaike information  criterion (AIC) , and the estimated results are shown in 
Table 2 below: 
 
 
 
 
The dynamic regression  
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Test Equation:    

Dependent Variable: D(FDI)   

Method: Least Squares   

Date: 01/29/18   Time: 02:31   

Sample: 1983 2016   

Included observations: 34   

Variable Coefficient Std. Error t-Statistic Prob.   

D(FDI(-1)) 0.300514 0.233782 1.285447 0.2211 

D(BONDS) -4.013361 38.98003 -0.102959 0.9196 

D(BONDS(-1)) 128.5420 32.28590 3.981365 0.0016 

D(EQUITY) -18.53296 10.81574 -1.713518 0.1103 

D(EQUITY(-1)) 35.32383 11.20176 3.153417 0.0076 

D(GOVT) -44.59243 11.93722 -3.735580 0.0025 

D(GOVT(-1)) 91.00319 23.96363 3.797555 0.0022 

D(GOVT(-2)) 42.83996 13.61544 3.146425 0.0077 

D(INDOLOAN) 6.244448 2.082795 2.998110 0.0103 

D(INDOLOAN(-1)) -83.47865 27.91199 -2.990781 0.0104 

D(INDOLOAN(-2)) -26.22231 23.15183 -1.132624 0.2778 

D(STOCKS) 190.8837 53.57885 3.562669 0.0035 

D(STOCKS(-1)) 130.0719 37.77758 3.443097 0.0044 

D(STOCKS(-2)) 107.1597 30.65562 3.495597 0.0039 

C 60295.88 12496.81 4.824903 0.0003 

BONDS(-1) -380.5954 108.8099 -3.497801 0.0039 

EQUITY(-1) -81.29563 20.10300 -4.043955 0.0014 

GOVT(-1) -164.1056 37.80560 -4.340773 0.0008 

INDOLOAN(-1) 98.87911 31.03044 3.186520 0.0072 

STOCKS(-1) 208.5227 52.38728 3.980406 0.0016 

FDI(-1) -2.181702 0.442427 -4.931209 0.0003 

R-squared 0.882510     Mean dependent var 895.2772 

Adjusted R-squared 0.701757     S.D. dependent var 17523.90 

S.E. of regression 9570.092     Akaike info criterion 21.44456 

Sum squared resid 1.19E+09     Schwarz criterion 22.38731 

Log likelihood -343.5575     Hannan-Quinn criter. 21.76606 

F-statistic 4.882393     Durbin-Watson stat 1.843386 

Prob(F-statistic) 0.002644    

 
From the result above, the coefficient of FDI is positively sign and statistically non-significant at 
5% critical level. It implies that, any unit change in the foreign direct investment of the previous 
year would lead to about 30% increases in the FDI of the current year. The coefficient of the 
variable D(BONDS-1) indicates  positive sign. This result indicates that there is a positive 
relationship between BONDS and the FDI  in Nigeria. Equally, the coefficient of the variable 
EQUITY is positive and significant statistically at 5% critical level. Also, the coefficient of GOVT 
INDOLOAN and STOCKS  indicate positive  signs, which imply that the variables are positively  
related to the FDI  during the period under review and the variables are statistically insignificant.  
Statistically, the F-statistic is 4.882393, and the probability of the null hypothesis for no 
significance in that regression is [0.002644].  The DW-statistic (d) 1.84386. Furthermore, the t-
ratios for those regressors are also meaningful, and their probabilities are below α (0.05). Thus, 
the null hypothesis βi = 0 is rejected, and those regressors are significant even at a confidence level 
of 95%. 
The short  run relationship between stock market variables  and the FDI 
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There is long-run equilibrium relationship among the variables in the regression model; however, 
it is the short-run that transmit to the long-run. Thus, Error Correction Mechanism (ECM) is 
therefore used to correct or eliminate the discrepancy that occurs in the short-run. The coefficients 
of the explanatory variables in the error correction model measure the short-run relationship.  The 
assumption of the ECM states that if two variables are cointegrated, then, there is error correction 
mechanism to revise instability in short term (Engle & Granger, 1987).ECM is used to see the 
speed of adjustments of the variables to deviations from their common stochastic trend. ECM 
corrects the deviations from the longrun equilibrium by short-run adjustments. This shows us that 
changes in independent variables are a function of changes in explanatory variables and the lagged 
error term in cointegrated regression. The ECM result is therefore presented below: 
 
The short run error correction dynamics  

ARDL Cointegrating And Long Run Form  

Dependent Variable: FDI   

Selected Model: ARDL(2, 2, 2, 3, 3, 3)  

Date: 01/29/18   Time: 02:28   

Sample: 1980 2016   

Included observations: 34   

Cointegrating Form 

Variable Coefficient Std. Error t-Statistic Prob.    

D(FDI(-1)) 0.300514 0.233782 1.285447 0.2211 

D(BONDS) -4.013361 38.980033 -0.102959 0.9196 

D(BONDS(-1)) 128.541965 32.285902 3.981365 0.0016 

D(EQUITY) -18.532965 10.815741 -1.713518 0.1103 

D(EQUITY(-1)) 35.323828 11.201764 3.153417 0.0076 

D(GOVT) -44.592427 11.937215 -3.735580 0.0025 

D(GOVT(-1)) 48.163233 19.539906 2.464865 0.0284 

D(GOVT(-2)) 42.839956 13.615436 3.146425 0.0077 

D(INDOLOAN) 6.244448 2.082795 2.998110 0.0103 

D(INDOLOAN(-1)) -57.256332 14.178267 -4.038317 0.0014 

D(INDOLOAN(-2)) -26.222313 23.151833 -1.132624 0.2778 

D(STOCKS) 190.883720 53.578849 3.562669 0.0035 

D(STOCKS(-1)) 22.912193 40.773680 0.561936 0.5837 

D(STOCKS(-2)) 107.159688 30.655618 3.495597 0.0039 

ECM(-1) -2.181702 0.442427 -4.931209 0.0003 

    ECM = FDI - (-174.4489*BONDS  -37.2625*EQUITY  -75.2191*GOVT + 

        45.3220*INDOLOAN + 95.5780*STOCKS + 27637.0832 ) 

 
In the short run result, the coefficient of the regressor on the dependent variables show positive 
signs, which means that an increase in the variables can push the growth of the FDI  in the short 
term. The equilibrium error-correction coefficient ecm( 1) is -2.181702 which has the expected 
negative sign. The error correction term here is negative and significant meaning that there is a 
long run causality running from independent variables to dependent variable. It also confirms that 
all the variables are cointegrated or have long run relationship. We can therefore states that 
218percent gap between long run equilibrium value and the actual value of the dependent variable 
(FDI) has been corrected. It can be also said that speed of adjustment towards long run equilibrium 
is about 218 percent annually  Its T-ratio is -4.931209, and the probability of the null hypothesis 
being true for zero is [0.000], which is significant even when α = 0.05. Thus, it can also be 
concluded that the adjustment is quite meaningful in the short-run ARDL relationship. 
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The long run relationship between stock market variables and the FDI 
 

Long Run Coefficients 

Variable Coefficient Std. Error t-Statistic Prob.    

BONDS -174.448852 41.373948 -4.216394 0.0010 

EQUITY -37.262479 7.782377 -4.788059 0.0004 

GOVT -75.219054 9.250121 -8.131683 0.0000 

INDOLOAN 45.322007 10.238566 4.426597 0.0007 

STOCKS 95.577977 20.783076 4.598837 0.0005 

C 27637.083216 2419.122940 11.424423 0.0000 

 
The long-run elasticity of BONDS,EQUITY and GOVT contributing to FDI indicate negative 
signs; while the variables, INDOLOAN and STOCKS show positive signs from 1980 to the 
present. Thus, we show that stock market variables has both positive and negative effect on FDI 
in the long run.  
Stability test : The CUSUM statistics is updated recursively and plotted against the break points. 
If the plots of the CUSUM statistics stay within the critical bonds of a 5 percent level of 
significance, the null hypothesis of all coefficients in the given regression is stable and cannot be 
rejected. To further confirm the stability of the estimated ARDL model, we use the cumulative 
sum (CUSUM) test method to examine the recursive residuals, which is shown in the figure below: 
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The straight lines represent the critical bounds at the 5% significance level. When the CUSUM 
and CUSUMSQ of the recursive residuals move outside of these two straight lines, the null 
hypothesis of instability is accepted. However, from the figure, the CUSUM tests remain within 
the area restricted by the lines; thus, we reject the null hypothesis for CUSUM and conclude that 
the estimated ARDL model is effective with stable recursive residuals. 
CONCLUSION AND RECOMMENDATIONS 
Conclusion 
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It is clear from the current empirical study that stock market capitalization tends to complement 
the development of other parts of the financial systems which attracts foreign direct investments 
that would eventually lead to economic growth and development of the nation. 
Recommendations 
Based on the findings of this study, the following recommendations have become necessary:  

 That all the components of the stock market have significant positive effect on foreign 
direct investment in Nigeria for the period under. Accordingly, policy initiatives should be 
targeted at a boost in stock market performance to attract the requisite drive in Foreign 
direct investment for sustainable economic progress.  

 That the authorities responsible for managing Nigeria’s stock market should adequately 
keep track of the performances of the stock market variables for better foreign investment 
inflow. 

 That government should gear efforts toward promoting foreign direct investments in order 
to reduce excessive imports and encourage export that in turn boost foreign exchange 
income and reduce pressure on our foreign exchange demand at the international scene to 
further strengthen our external reserve. 
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Abstract 
 
The study investigates the effect of tax shelter on earnings quality using licensed pensions fund 
administrators in Nigeria. Unlike previous studies done in developed countries as well as in 
emerging countries such as USA, India, Iran etc. The present study examines how tax shelter and 
its interactions with accounting effective tax rate, current effective tax rate, long-term cash 
effective tax rate, financial leverage and firm size has impacted on accrual quality and 
predictability (earning quality) from 2010 to 2014.  The study used a sample of 21 licensed 
pensions fund administrators in Nigeria. Preliminary analyses were also conducted, such as 
descriptive statistics and correlation matrix. In analyzing the data, the study adopted panel multiple 
regression to identify the possible effects of tax shelter on earnings quality using licensed pensions 
fund administrators in Nigeria while we interpreted fixed effect analysis after using Hausman test. 
The result shows that tax shelter had a significant and positive influence on licensed pensions fund 
administrators accrual quality and predictability. However, when interacted with current effective 
tax rate and Long term effective tax rate, we found negative and significant effect on accrual 
quality. We observed positive effects of accounting effective tax rate and firm size indicates high 
accrual quality while financial leverage appears insignificant as investors ignore debt reflecting in 
balance sheet from year to year in decision to accrual quality. Accounting effective tax rate reveals 
negative effect on predictability as increase in accounting effective tax rate, decrease the value of 
earnings per outstanding share. The study recommends that fund administration should concentrate 
on pre-tax earnings, accruals, and cash flows from operations given the sustainability of the firms’ 
tax shelter as consistent to earning quality. 
 
Keywords: Accounting Effective Tax Rate, Current Effective Tax Rate, Long Term Cash 
Effective Tax Rate, Leverage, Firm Size, Earning Quality 
 
1.0 Introduction 
 
The reaction of tax shelter on earnings quality has emerged issue of interest to analyst, investors, 
managers and other market participants (Lipe 1990; Chan et al. 2006; and Cahan et al. 2009). 
Managers are much concerned about meeting analyst forecast by maintaining sustainable growth 
of the companies as means to protect themselves, while researchers have documented issues, where 
companies with higher earnings having lower effective tax rate is an issue of companies tax shelter 
polices. According to Guardian 2017, the British tax authorities criticized Google on it tax shelter 
scheme. Google agrees to pay £130m in back logs taxes with greater taxes in future positioning its 
value of earning quality. While a French court handed Alphabet, Google’s parent company an 
official order that stops it from $1.27bn, it comes six years after fighting with the French tax 
authority over back duty taxes claims from 2005 to 2010.  The French tax authorities are of the 
view that Google California and Ireland are selling services, inserting online ads to clients in 
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France through search engine. The court ruled that Google doesn’t have a permanent establishment 
in France as well as human resources and technical means to allow to carry out advertising 
services. The ruling was analyzed to have position effects on Google’s earning quality.From the 
previous studies perspectives’ researchers has documented the effect of tax shelter on earnings 
quality such as Lyimo 2014evidence from India; Atwood, Michael, Drake, Linda & Myers (2010) 
studied United State companies concluded that higher consistency between accounting profits and 
tax base earnings adds to the quality of earnings and undermines earnings persistence; Linda & 
Chen (2012) evidence from United States companies indicated that the reaction of tax policies on 
earnings management is significant and that it affects information content of earnings quality as 
well., Mohammadreza et al 2013 studiedTehran listed companies.However, most of these prior 
studies done in developed countries as well as in emerging countries, and none have been done in 
Nigeria pension industry to the best of the researcher’s knowledge.  
In summary, since researchers have estimated differences on tax shelterschemes made by 
companies, which affects investors assessment on companies earning quality by rating higher or 
lower earnings companies through effective tax rate. This leave room for empirical judgment, in 
Nigeria licensed pension administrators, trying to find out the reaction of tax a shelter practices on 
earnings quality on the pensions firms in Nigeria. What are the tax shelter reactions to pensions 
firms’ earnings? Is it significant? To what extent of significant? Is it positive or negative? The 
main objective of the study is to ascertain the effect of tax shelter on earnings quality while the 
specific objectives are  

1. to determine the effect of accounting effective tax rate on earnings quality 
2. to determine the effect of current effective tax rate on earnings quality 
3. to determine the effect of  long term cash  effective tax rate on earnings quality 
4. to determine the effect of leverage on earning quality; and  
5. to determine the effect of firm size on earning quality  

Research hypotheses 
A set of null hypotheses were formulated for the study as follows 

1. There is no significant effect of accounting effective tax rate on earnings quality 
2. There is no significant effect of current effective tax rate on earnings quality 
3. There is no significant effect of long-term cash  effective tax rate on earnings quality 
4. There is no significant effect of leverage on earning quality 
5. There is no significant effect of firm size on earning quality 

Scope of the study 
The study covers the effect of tax shelter on earnings quality of pension’sadministratorsin Nigeria 
using their published financial statements from 2010 to 2014. 
The remaining sections of the paper are organized as follows. Section 2 briefly reviews empirical 
literature on tax shelter. It discusses its effect on earnings quality. The research design is described 
in Section 3, while Section 4 presents and discusses the empirical findings. Section 5 provides a 
summary of the results, conclusion and recommendations.  
 
2.0 Review of related literature 
Conceptual review 
Understanding earnings quality  
Dechow al et (2010) on understanding earnings quality define earnings quality three ways first, 
earnings quality is conditional on the decision-relevance of the information.  Secondly, the quality 
of are ported earnings number depends on whether it is informative about the firm’s financial 
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performance, many aspects of which are unobservable. Thirdly, earnings quality is jointly 
determined by the relevance of underlying financial performance to the decision and by the ability 
of the accounting system to measure performance. This definition of earnings quality suggests that 
quality could be evaluated with respect to any decision that depends on an informative 
representation of financial performance. It does not constrain quality to imply decision usefulness 
in the context of equity valuation decisions. 
Patricia et al (2010) stated that earning quality could be evaluated with respect to any decision that 
depends on an informative representation of financial performance. It does not constrain quality 
to imply decision usefulness in the context of equity valuation decisions. Penman & Zhang (2002), 
reported earnings quality from perspective of analyst as reported earnings before extraordinary 
reported in income statement that is good indicator of future earnings. Their notion is that 
consistency use of accounting methods lead to sustainable reported which is deemed of high 
quality that can be used to predict future earnings. However, Teets 2002, define earnings quality 
as accounting earnings that reflect information about value of company. Lyimo (2010) focused on 
assessing the measures of quality of earnings uses the following proxies as measures of earning 
quality. Accrual quality as the difference between cash from operating and recorded earnings 
generated by business indicates accrual quality. Likewise, error on estimating the accrual has also 
been used in measuring the quality of accrual (Francis et al. 2004, Jing 2007 and Johnston 2009). 
So far the first method that focus on magnitude and second focusing on error on estimating accrual 
are commonly used as proxy for earnings quality (Richardson et al. 2001; Francis et al .2004; Desai 
et al. 2006). The large the value obtained from each method imply poor earnings quality and small 
value obtained from each method indicates high quality earnings.  
Concept of tax shelter 
Salihu , Obid&Hairul (2014)  stated that a more all-encompassing meaning is found in Hanlon and 
Heitzman (2010), wherein they presented tax shelter as “a continuum of tax planning strategies 
where something like municipal bond investments are at one end (lower explicit tax, perfectly 
legal), then terms such as “noncompliance,” “evasion,” “avoidance,” and “sheltering” would be 
closer to the other end of the continuum” and therefore defined the term “as the reduction of 
explicit taxes”. Thus, their view “reflects all transactions that have any effect on the firm’s explicit 
tax liability” (Hanlon &Heitzman, 2010 in Salihu al et 2014). In line with this trend, our views on 
corporate tax shelter, adapting the definitions of Dyreng et al. (2008), Hanlon, and Heitzman 
(2010), as the reduction in the explicit corporate tax liabilities. 
2.2.3  Tax Returns versus Financial Statements 
According to Salihu al et 2014, the measurement of tax shelter relies on two main factors - the 
taxable income and the tax liability. While the first factor helps in evaluating the gap between the 
accounting income and the taxable income, tax liability is used to estimate the proportion of a 
firm’s income paid/ payable as taxes. The information about these factors could be obtained from 
either the tax returns filed by the company or the financial statements in the company’s annual 
reports. Unfortunately, the information from both sources might not be the same given the 
divergences in the objectives and regulatory laws of the financial accounting system and that of 
tax accounting. 
While tax returns provide the accurate tax information of a company, they are highly confidential 
and accessible to only few people. Therefore, tax information in the financial statements could be 
used to estimate tax shelter. 
Theoretical framework   
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The study is anchored on prospect theory byKahneman&Tversky, created in 1979. Prospect theory 
follows the expected utility theory that suggest that, when faced with alternatives, decision makers 
make choices by weighing the outcomes of each alternative by its probability of occurring and 
selecting the alternative that provides the maximum payoff. Prospect theory predict that people 
will tend to gamble in losses; that is, investors will lend to hold on to losing positions in the hope 
that prices will eventually recover. Prospect theory also predicts that investor will be risk averse 
in gain. When they make money investors will too quickly to “take some chips off the table”. 
Empirical review 
2.3 Empirical Review  
The effect of accounting effective tax rate on earning quality  
Salihu et al., (2013) worked on effects of corporate tax shelter using evidence from an emerging 
economy. They reported accounting effective tax rate as par the nancial statements computed as 
the total tax expenses divided by the accounting income before tax, re ecting the aggregate 
proportion of the accounting income payable as taxes. While measuring accounting earnings using 
accruals.  They study used regression analysis to determine the effects of tax shelter on earnings 
quality. Their result indicates a positive significant effect of accounting effective tax rate on 
earning quality. Meaning that firms report minimum income to avoid high tax. 
Dyreng et al., (2010), focused on long run corporate tax shelter on earning. They used accounting 
effective tax rate as measure tax shelter on earning. The result indicates a positive significant effect 
of accounting effective tax rate on earning quality as investors based on after-tax results to assess 
firms earning quality 
Similarly, Armstrong, Blouin&Larcker (2012) studied the effects of incentives for tax planning on 
earnings quality. They utilize the measure for tax shelter to see the effects of tax shelter on earning 
quality using regression analysis on firms quoted in United States. Their result indicates a positive 
significant effect of accounting effective tax rate on earning quality.  
Huseynov&Klamm (2012) worked on the e tax shelter, tax management and corporate social 
responsibility. They reported that accounting effective tax rate has been a widely used measure of 
tax shelter because it measures tax shelter relative to accounting earnings. Their result stated a 
positive significant effect of accounting effective tax rate on corporate social responsibility 
indicating higher earnings quality. 
Phillips (2003) in Hairul et al 2014 on corporate ownership, earning quality and tax shelter, an 
interactive effect. Using regression analysis to analysed the effects of tax shelter on earning quality. 
Reported positive significant effects on accounting effective tax rate on earning quality. The result 
found that investors based on after-tax results is associated with lower accounting effective tax 
rate affects earning quality.  
Desai &Dharmapala (2006) worked on corporate tax shelter on firm value using United States 
firms. They argue that aggressive tax planning reducing tax shelter may not necessarily be 
beneficial to stockholders and earnings. They used regression analysis to analyze the effect 
accounting effective tax rate on earnings quality. Their result shows positive significant effect of 
accounting effective tax rate on earnings quality. They are of the simple view of corporate tax 
shelter as a transfer of resources from the state to shareholders is incomplete given the agency 
problems characterizing shareholder-manager relations as it negatively affect earning quality.  
Using a different approach, Frank, Lynch &Rego (2009) worked on tax-reporting shelter and its 
relation to aggressive financial reporting. They used regression analysis to analyse the effect of tax 
shelteron quality earning on quoted United State   management and tax shelter. Their result shows 
negative significant effects of accounting effective tax rate on earnings quality, stating that the 
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managers are being compensated for effective tax planning which affect investors’ decision on 
earnings.  
The effect of current effective tax rate on earning quality 
Salihu et al., (2013) worked on measures of corporate tax shelter using evidence from an emerging 
economy. They use current effective tax rate to measure tax shelter, which calculated as the 
current-year tax expense to the total accounting income before tax. It re ects the tax deferral 
strategies of a rm by using the current income tax as against the total tax expense. They used 
regression analysis to analyze the effect of current effective tax rate on earning quality. Their result 
shows negative significant effect of current effective tax rate on earning quality, suggesting that 
the relative information content of taxable income for low earnings-quality firms increased 
concerns of opportunistic earnings management 
Hope, Ma & Thomas (2012) focused on taxshelter and geographic earnings disclosure.  They 
employed current effective tax rate to measure tax shelter while examining the association between 
corporate tax shelter and geographical earnings' disclosure practices using United States 
multinationals. They found positive significant effect of current effective tax rate on geographic 
earning quality disclosures. Similarly, Lanis& Richardson (2012) worked on effect of tax shelter 
on corporate social responsibility. They used regression analysis to analyze the dependent and 
independent variables using 408 Australian firms.  They measured tax shelter using current 
effective tax rate on corporate social responsibility. Their result shows positive significant effect 
of current effective tax rate on corporate social responsibility indicating high tax rate indicate high 
earnings quality. 
Chen & Chu (2005) worked on a model of tax shelter on internal control and external manipulation. 
They employed current effective tax rate to measure tax shelter. They argued that tax shelter leads 
to loss of internal control in case the managers act selfishly given the incomplete nature that affects 
earning quality. The result shows positive significant effect of tax shelter on internal control that 
affects earnings quality. Consistent with Adhikari, Derashid& Zhang (2005) on effect of effective 
tax rate on earning quality using from Malaysia firms. In addition, Desai &Dharmapala (2006) of 
effect of corporate tax shelter on high-powered incentives using Malaysian large firms.  Their 
result shows positive significant effect of tax shelter on earnings quality, stating that the practice 
of reducing the book income prior to changes in corporate tax rate among Malaysian large 
companies reducing earning quality. 
The effect of long-term cash effective tax rate on earning quality 
Ayers et al (2009) worked on the effects of tax shelter on earnings quality. They used long-term 
cash effective tax rate to measure firms’ taxshelter. The study reported that taxable income 
becomes less informative for high tax shelter firms and more informative for firms with low 
earnings quality suggesting that investors, at least in part, are able to distinguish sources of book-
tax differences, after using regression analysis to analyse the effect. The result shows negative 
significant effect of long-term cash effective tax rate on earnings quality, meaning that taxation is 
evidence of low earning quality  
Hanlon &Slemrod (2008) focused on what does tax shelter signal on earning quality, using stock 
price reactions to news about tax shelter involvement on United State quoted firms. They used 
regression analysis to analyze the effect of tax shelter signal on earning quality, calculating long- 
term effective tax rate by the cash taxes paid summed over the two years divided by pre-tax income 
summed over the two years.  They result shows a negative significant effect of tax shelter signal 
on earning quality, meaning that firms stock price declines when there is news about its 
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involvement in tax shelter. The reaction is less negative for firms that are viewed to be generally 
less tax aggressive. 
Salihu et al., (2013) worked on the measures of corporate tax shelter on earning quality using 
evidence from an emerging economy. They use long-run cash effective tax rate as the proportion 
of cash taxes paid to the accounting income before tax as measure to tax shelter36-+. Their result 
shows negative significant effect of long-run cash effective tax rate on earning quality, suggesting 
that the relative information content of taxable income for low earnings-quality firms increased 
concerns of opportunistic earnings management. Similar,Dyreng et al., 2008, Minnick &Noga 
2010, Hanlon &Heitzman, 2010-reported negative effect of long-run cash effective tax rate on 
earning quality 
Hanlon (2005) worked on the effects of tax shelter on earnings management using United State 
large firms. The study used regression analysis to analyse long-run cash effective tax rate on 
persistence and accruals of large firms. The result shows negative effect of tax shelter on earnings 
management, stating that large tax shelter, on average, are systematically associated with the 
quality (persistence, growth) of firm earnings.  
Dhaliwal et al. (2011) worked on the effect of corporate tax shelter on firms’ valuation using 
regression analysis to analyse long-run cash effective tax rate on firms valuation of United State 
firms. Their result showsnegative effects of tax shelter on firms valuation but only for firms with 
weak corporate governance structures. As Frank et al (2009) focused on tax reporting shelter on 
its relation to financial reporting of firms earnings. Their result shows negative effects of tax 
aggressive policy on financial reporting. They reported that tax aggressive policy reduces earnings 
quality of sample firms. 
The effect of leverageon earning quality 
Norhayati, Rahayu, & Noor. (2013) worked on the effect of leverage on real earnings management 
activities. They analyses how leverage reduces earnings management using abnormal cash flow 
from operation, abnormal production cost and abnormal discretionary expenses model by 
Roychowdhury, 2006, as a proxy for earnings management. The study used sample of 3,745 firm-
year observations for the period of 2006-2011 quoted on Bursa Malaysia. The result shows 
significant negative effects of leverage on real earnings management, revealing that leveraged 
firms have lower levels of real earnings management. They reported that the study supports the 
view that leverage limits the real earnings management activities, which in turn, could affect the 
quality of accounting earnings. 
Mahboobe, Roya, &Gholamreza (2013) worked on the factors that influence earnings response 
coefficient. The dependent variable earning response coefficient was tested based on the market 
response to the unexpected parts of profit coefficient and the market response to the profit changes 
coefficient models. A total sample of 202 companies listed in Tehran stock exchange for the period 
of 7 years (the years 2006 to 2012) was studied in order to perform the analysis and hypotheses 
testing using combined regression model. The results shows that the earning response coefficient 
has a positive and direct effects on the quality of earnings, growth opportunities and profitability, 
while a negative insignificant effect on systematic risk and financial leverage. 
Qamar1.,Shahzad, & Masood (2015) worked on effects of debt on quality financing of disclosed 
earnings using 276 non-financial firms between 1998 to 2009 quoted in Pakistan. They calculated 
earnings using modified Jones mode, as regression analysis were used to analyze the panel data. 
The result shows negative effect of low amount of debt on disclosed earnings, while excessive 
amount shows positive effect of debt on earning.  
The effect of firm size on earning quality 
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Scott, Sloan, Soliman&Irem (2001) worked on the information in accruals about earnings quality. 
They indicated that information in accruals about earnings quality is not limited to the current 
accruals analyzed by Sloan, but extends to non-current accruals. They shows that while 
information in accruals originates almost exclusively from asset accruals, liability accruals play a 
useful role in helping to isolate information in asset accruals about earnings quality. The result 
shows significant positive effect of total asset on earning quality meaning that information in 
accruals about earnings quality originates from both growth in the scale of operations and 
deterioration in the efficiency of asset usage. 
Teuta (2013) focused on the effect of firm size on earnings management. The study used regression 
analysis to analyze the dependent and independent variables using listed firms at Albania. Log of 
total assets was used as proxy for firm size while absolute value of discretionary accruals for 
earnings management (i.e. Jones Model of discretionary accruals). The results show insignificant 
effect of firm size on earnings management initiatives and practices, comparing large and small.  
Sara, Mohamed &Aiman (2016) worked on the effect of firm size on earnings management on 
earnings management of the listed firms in Egypt. The study selected 50 most active firms in the 
Egyptian stock exchange, their financial statements from the disclosure book for the period 2007-
2011, while excluding banks and insurance companies. They used random effect generalized least 
square regression model to analyze the dependent and independent variables. The result shows 
insignificant effect of firm size on earnings management. 
In summary, since most of these prior studies were done in developed countries as well as in 
emerging economy. This leave room for our empirical judgment in Nigeria licensed pension fund 
administrators, to see whether the result will be consistent with previous studies. We propose a 
significant effect of tax shelter on earnings quality. 
3.0 Methodology 
Research design 
The study is of an ex post facto design. We use secondary data by obtaining financial information 
covering all licensed pensions fund administrators in Nigeria from 2010 to 2014 according to their 
published financial statements certified by National Pensions Commission. The reason for this 
selection is to determine the effect of tax shelter on quality earning on fund administrators. The 
study excludes the quoted firms from Nigeria stock exchange because all pensions fund 
administrators are private liability companies. As earning quality is a significant factor to pension 
fund administrators’ because contributors and investors measure earning quality as quality of an 
administrator. 
Population of the study 
The population of this study is made of all the Nigerian companies that are categorized under 
financial sector and fund management. However, both quoted or not quoted in the Nigeria stock 
exchange market 
Sample size 
The sample consists all 21 licensed pensions fund administrators by National Pensions 
Commission; the total of 208 firm-year observations. It excluded following other financial 
companies such as banking, insurance and mortgage sectors. We create an unbalanced panel for 
2010, 2011, 2012, 2013 and 2014 for all pensions fund administrators licensed by National 
Pensions Commission in Nigeria. The data are unbalanced due to some administrators are 
consistent in some variables; some are not consistent; some administrators has incomplete year; 
and some merged.  Also, it included the sample on those administrators whose financial 
information are not completely available on some sample period from 2010 to 2014.  Furthermore, 
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it is included the administrators that merged and undergo acquisition, which we use the lead 
administrator. 
Estimation procedure 
The assumption in panel data regression is that the dependent variable is a linear function of the 
independent variables with consideration to heterogeneity in the pooled pensions fund 
administrators. This means that pooled regression assumed that there is no difference in the pooled 
pensions fund administrators while panel regression assumed cross-section heterogeneity (cross 
section fixed effect) and period heterogeneity (time fixed effect). 
Model Specification and Measurement of Variables  
In specifying our panel regression model for the effects on earning quality, our major variables are 
accounting effective tax rate (AccETR), current effective tax rate (CurETR); long-term cash 
effective tax rate (LngtermETR), financial leverage (Lev) and Firm size (Size). Also included in 
the model are cross-section (pensions fund administrators) and years (2010 – 2014) in the panel 
regressions. 
The panel regression with an error term (µi) for model 1 is expressed in equation (1) 
AQit= f (AccETR + CurETR + LngtermETR + Lev + Size)…………….equ (1) 
AQit= αi + β1 AccETR it + β2 CurETR it + β3 LngtermETR it + β4 Lev it + β5 Sizeit + µit……….equ 
(2) 
EPSit= f (AccETR + CurETR + LngtermETR + Lev + Size)……………. equ (3) 
EPSit= αi + β1 AccETR it + β2 CurETR it + β3 LngtermETR it + β4 Lev it + β5 Size it + µit ……….equ 
(4) 
Where  
αi =constant 
First dependent variable  
AQ = Accrual Quality. We measure accrual quality using similar method used by Richardson 
(2003), Desai et al. (2006) and Lyimo (2014). Accrual Quality = (Earning – CFO/ Average Asset) 
Where, Earnings stand for earnings before extraordinary, CFO=cash flow from operation. The 
lower the value of accrual quality represent better quality of the reported earnings and the higher 
the value of accrual represent poor quality of the reported earnings. We negate the value of accrual 
so that large value indicates high accrual quality and small value indicates poor quality for purpose 
of ranking our earnings quality indicate similar with prior studies. 
Second dependent variable  
Predictability as the higher the value of the slope indicates high quality. We measure predictability 
using earnings per share (EPS) similar method used by Lyimo (2014). The portion of a company's 
profit allocated to each outstanding share of common stock. Earnings per share serves as an 
indicator of a company's profitability. Earnings per share is generally considered to be the single 
most important variable in determining a share's price. It is also a major component used to 
calculate the price-to-earnings valuation ratio. 
Independent Variables 
AccETR = accounting effective tax rate, following Salihu et al., (2013), Chen et al. (2010) Dyreng 
et al., (2010). It is computed as the total tax expenses divided by the accounting income before tax, 
reflecting the aggregate proportion of the accounting income payable as taxes. It captures tax 
shelter as it relates to accounting earnings. The apriori sign is β1 > 0 
CurETR = Current effective tax rate: following Ma & Thomas (2012) Lanis& Richardson (2012); 
Salihu et al., (2013) Slightly different from accounting effective tax rate, current effective tax rate 
is calculated as the current-year tax expense to the total accounting income before tax. It reflects 
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the tax deferral strategies of a firm by using the current income tax as against the total tax expense. 
The apriori sign is β2  0 
LngtermETR = long term effective tax rate: following Chen et al. (2010); Dyreng et al. (2010); 
Minnick &Noga (2010); Kim, Li & Zhang (2011); Salihu et al., (2013) Long-run cash effective 
tax rate is the proportion of cash taxes paid to the accounting income before tax. It help to minimize 
the likely effects of items such as valuation allowance and tax cushions. Long-run cash effective 
tax rate also uses the tax information for multiple years (say 3-10 years, Hanlon &Heitzman, 
2010:140 in Salihu et al., 2013) which helps to eliminate the volatility in the year level measures. 
Volatility in tax shelter measurement is mostly caused by the timing differences between the 
treatments of certain items under financial and tax accounting (otherwise known as temporary 
difference). The apriori sign is β3 > 0 
Control variable  
Lev = financial leverage: following Norhayati et al. (2013); Qamar1 et al. (2015); Mahboobe et al 
(2013). Financial leverage is the amount of debt taken in order to finance the required resources 
for gaining the needed assets. It is computed as total debts to total assets. It is the degree to which 
a company uses fixed-income securities such as debt and preferred equity. The more debt financing 
a company uses, the higher its financial leverage. A high degree of financial leverage means high 
interest payments, which negatively affect the company's bottom-line earnings per share. The 
apriori sign is β4 < 0 
Size = firm size: following Scott et al (2001); Teuta (2013); Sara et al (2016). Firm size is 
computed as log of total assets. The apriori sign is β5 > 0 
4.0 Presentation and Analysis of Results 
In this study, we investigate the effects of tax shelter on earnings quality in Nigerian pension 
industry. The study uses licenced pension fund administrators as sample according to their 
financial statements from 2010 to 2014. A sample of 21 licenced pension fund administrators 
formed our sample with 105 observations; to ensure adequate observation for statistical testing, 
we adopted a panel data analysis to identify the possible effects on the earnings quality. To this 
end, we conducted descriptive statistics and correlation matrix. Pooled and panel regression with 
fixed and random effect panel data regression and the Hausman test were also conducted to select 
between fixed and random effect models. 
Table 4.1 
Descriptive Statistic 

Variables Mean Max Min Std. Dev JB (P-Value) 
AQ 0.3667 1.5302  0.0000  0.2996 53.79 (0.00)* 
EPS  5.9838 50.8000  -0.1700 11.6177 132.64 (0.00)* 
AcctETR 0.3009  3.4940  0.0000  0.5694 3362.431(0.00)* 
CurETR 0.1773 1.0976  -0.3549  0.1988 66.77(0.00)* 
LongtermETR 0.2984 3.4940 0.0000 0.5669 3516.99(0.00)* 
LEV 0.1785 0.7767 0.0000 0.1428 100.58(0.00)* 
Size 5.5708 7.6051 0.0000 2.0421 144.32(0.00)* 
No of Cross-section 21     
All data observations 105     
Source: Author (2016) 
NOTE *1% level of significance, ** 5% level of significance and ***10% level of significance  

 
Table 4.1 shows the mean (average) for each of the variable, their maximum values, minimum 
values, standard deviation and Jarque-Bera (JB) statistics (normality test). The results in table 4.1 
provided some insight into the nature of the licensed pension fund administrators used in the study. 
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Firstly, the large difference between the maximum and minimum values of EPS shows that pension 
fund administrators have different earnings quality. Secondly, it has observed that on the average 
over the five years period (2010 – 2014), the sampled pension fund administrators has 0.36 of 
accrual quality and 5.98 of EPS meaning that our sample have a position earnings quality.  We 
also observed that accrual quality over the period was 1.53 maximum while the minimum stood at 
0.00 while EPS was 50.80 maximum and minimum of -0.17. This shows that Nigeria pension fund 
administrators have different earnings quality. However, current effective tax rate over the period 
was 1.09 maximum while the minimum stood at -0.35. These wide variations in effective tax rate 
and earnings quality therefore justify the need for this study, as pensions administrators taxation 
polices affects their earnings quality differently. Our sample companies are heterogeneous due to 
panel data. The panel analysis accommodates times as well as the heterogeneity effect of the listed 
companies, which may be random or fixed 
Lastly, in table 4.1, the Jarque-Bera (JB) which test for normality or the existence of outliers or 
extreme values among the variables are normally distributed at 1% level of significance. This 
means that any variables with outlier are not likely to distort our conclusion and are therefore 
reliable for drawing generalization. 
Correlation Analysis 
In examining the relationship among the variables, we employed the Pearson correlation 
coefficient (correlation matrix) and the results are presented in table 4.2  
Table 4.2 

Correlation Matrix 
 AQ EPS AcctETR CurETR LongtermETR LEV Size 

AQ  1.0000       
EPS  0.5282  1.0000      

AcctETR  0.0906 -0.0388  1.0000     
CurETR  0.3532  0.1670 -0.2946  1.0000    

LongtermETR  0.0750 -0.0404  0.9897 -0.2968  1.0000   
LEV  0.4449  0.0614  0.0020  0.4687  0.0237  1.0000   
Size  0.5101  0.1930  0.1648  0.3620  0.1608  0.4537  1.0000 

Source: Author (2016) 

The use of correlation matrix in most regression analysis is to check for multicolinearity and to 
explore the association between the each explanatory variable and the dependent variable. Table 
4.2 focuses on the correlation between earnings quality (AQ and EPS), tax shelter (AcctETR, 
CurETR, LongtermETR) and two controls variables (LEV and Size). 
The findings from the correction matrix table, shows that there is a strong positive association 
between AQ and EPS (0.52). This clearly shows that AQ and EPS are both close proxy for 
measuring earning quality, it justify that any of the two variables used for our hypotheses testing. 
In the case of accounting effective tax rate (AcctETR, AQ = 0.09, EPS = -0.03) we observed that, 
accounting effective tax rate was positively and weakly associated with AQ and was weakly but 
negatively associated with EPS. This suggest to tax shelter decrease the quality of earnings. 
Leverage shows a positive weak association with AQ (0.44) meaning high leverage affects 
earnings quality while firm size shows a positive strong association with AQ (0.51) as it indicate 
that large pensions administrators has more opportunities than smaller administrators. 
In checking for multicolinearity, we notice that no two explanatory variables were perfectly 
correlated. This means that there is the absence of multicolinearity problem in our model. 
Multicollinearity between explanatory variables may result to wrong signs or implausible 
magnitudes, in the estimated model coefficients, and the bias of the standard errors of the 
coefficients. 
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Regression Results 
However, to examine the effect on the dependent variables earning quality and tax shelter and to 
also test our formulated hypotheses, we used a panel data regression analysis since the data had 
both time series (2010 to 2014) and cross-sectional properties (21 licensed pension fund 
administrators. The panel regression results are presented and discussed below.  
Accrual Quality 
The accrual quality (AQ) panel regression results examine how tax shelter and its interaction with 
our control variables effect on earning quality. The general hypotheses of this model one is that 
there is no significant effect of tax shelter on earnings quality. The result obtained are presented in 
Table 4.3 
Table 4.3 AQ panel regression result 

 Aprior Sign AQ 
(OLS Pooled) 

AQ 
(Fixed Effect) 

AQ 
(Random Effect) 

     
C  0.03 0.24 0.10 
  (0.48) (2.31) (1.19) 
  [0.62] [0.02]** [0.23] 
     
AcctETR + 0.55 0.18 0.20 
  (1.76) (0.52) (0.68) 
  [0.08]*** [0.06]*** [0.49] 
     
CurETR + 0.25 -0.32 -0.05 
  (1.60) (-1.73) (-0.35) 
  [0.11]* [0.08]*** [0.72] 
     
LongtermETR + -0.50 -0.29 -0.23 
  (-1.59) (-0.76) (-0.73) 
  [0.11]* [0.04] [0.46] 
     
LEV - 0.62 -0.22 0.09 
  (2.86) (-0.88) (0.43) 
  [0.00]* [0.37] [0.66] 
     
Size + 0.02 0.04 0.04 
  (1.92) (2.43) (3.08) 
  [0.05]** [0.01]* [0.00]* 
     
R-Squared  0.29 0.74 0.10 
Adj-R-Squared  0.26 0.66 0.05 
F-Statistic  8.32(0.00)* 9.41 (0.00)* 2.23 (0.05)** 
Hausman Test    19.47(0.00)* 
N(n)  105(21) 105(21) 105(21) 

Source: Author 2016 
Note: (1) Parentheses ( ) are t-statistic while bracket [ ] are p-values       
          (2) * 1%, ** 5% and *** 10% level of significance 

Discussion of AQ regression results 
In testing for the cause-effect between the dependent and independent variables in earnings quality 
(AQ), we reported pooled and panel analysis. The study adopted the three widely used pooled and 
panel data regression models (fixed effect and panel data estimation techniques). The difference 
in these models is based on the assumptions made about the explanatory variables and cross 



52 
 

sectional error term. Since the results would be more appealing statistically in the context of 
different in our sampled companies 
In table 4.3, we presented an OLS pooled regression and two panel data estimation techniques 
(fixed effect and panel data estimator). The three results revealed difference in their coefficients 
magnitude, signs and number of significant variables. This clearly shows that pooled OLS 
regression does not reflect the heterogeneity in the sampled companies. This effect is reflected in 
the two panel data regression results. In selecting from the two panel data models, the Hausman 
test was conducted and the result shows that we should accept Ho (adopt fixed effect model and 
reject random effect model). This means that we adopt, interpret and draw policy recommendation 
from the fixed effect panel data regression results.  
Following the above, we will therefore discuss the fixed effect panel regression result from Table 
4.3. In Table 4.3, the R-squared and adjusted R-squared values were (0.74) and (0.66). This 
indicates that all independent variables jointly explain about 74% of the systematic variations in 
earnings quality (AQ) of our sampled companies over the five-year period (2010 – 2014). The 
above average R-squared value is realistic as it clearly shows earnings quality and its interaction 
with tax shelter policies (AQ). The F-statistics (9.41) and its p-value (0.0) show that the earning 
quality (AQ) fixed effect regression model is generally significant and well specified. The F-
statistic also shows that the overall earnings quality (AQ) fixed effect regression model is 
significant at 1% levels. 
In addition to the above, the specific finding from each explanatory variable from fixed effect 
regression model is provided as followings: 
Accounting effective tax rate (AcctETR), based on the coefficient of 0.18 and p-value 0.06 
appears to have a positive influence on our sampled licenced administrators, earning quality (AQ) 
and was statistically significant at 10% since it p-value was greater than 0.05. This result therefore, 
suggest that we should reject hypothesis one (H1), which stated that accounting effective tax rate 
does not significantly affects earning quality. This means that accounting effective tax rate of 
pension administrators have the effect of increasing or decreasing the informativeness of their 
earning quality. With positive influence on earnings quality and also conform to apriori 
expectation.  This finding like similar studies (Salihu et al., 2013, Dyreng et al., 2010, Armstrong, 
Blouin&Larcker 2012) confirms that analysts and investors based on after-tax results to assess 
firms earning quality. 
Current effective tax rate (CurETR), based on the coefficient of -0.32 and p-value 0.08 appears 
to have a negative on our sampled licenced administrators, earning quality (AQ) and was 
statistically significant at 10% since it p-value was greater than 0.05. This result therefore, suggest 
that we should reject hypothesis two (H2), which stated that current effective tax rate does not 
significantly affects earning quality. This means that increase in current effective tax rate of 
pension administrators indicate low earnings quality. With negative influence on earnings quality 
and conform to apriori expectation.  This finding like similar studies Salihu et al., 2013, confirms 
that the relative information content of taxable income for low earnings-quality firms increased 
concerns of opportunistic earnings management 
Long-term effective tax rate (longtermETR), based on the coefficient of -0.29 and p-value 0.04 
appears to have a negative on our sampled licenced administrators, earning quality (AQ) and was 
statistically significant at 5% since it p-value was less than 0.05. This result therefore, suggest that 
we should reject hypothesis three (H3), which stated that current effective tax rate does not 
significantly affects earning quality. This means that increase in long term effective tax rate of 
pension administrators indicate low earnings quality. With negative influence on earnings quality 
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and conform to apriori expectation.  This finding like similar studies (Ayers et al 2009, Hanlon 
&Slemrod 2008, Salihu et al., 2013, Hanlon 2005, Dhaliwal et al. 2011)confirms that taxable 
income becomes less informative for high tax shelter firms and more informative for firms with 
low earnings quality suggesting that investors distinguish sources of book-tax differences.  
However, a number of control variables were used in the study with the above discussed tax shelter 
indicators explain accrual quality (AQ). The result of these control variables are discussed as 
follows  
Leverage (LEV), based on the coefficient of -0.22 and p-value 0.37 appears to have a negative on 
our sampled licenced administrators, earning quality (AQ) and was not statistically significant 
since it p-value was greater than 0.1 This result therefore, suggest that we should accept hypothesis 
four (H4), which stated that financial leverage does not significantly affects earning quality. This 
means that increase or decrease in financial leverage of pension fund administrators will have no 
effect on their earnings quality, as change in working capital to lag on cash flow from operations 
remains unaffected.  With negative influence on earnings quality and conform to apriori 
expectation.  This finding like similar studiesMahboobe, Roya, &Gholamreza 2013 confirmthat 
listed companies’ debts in Iran are owed to the group companies, their debts will be reflected on 
the balance sheet from year to year, and the investors do not react to it and it ignore it because of 
the irrelevancy of the information. 
Firm size (size), based on the coefficient of 0.04 and p-value 0.01 appears to have a positive on 
our sampled licenced administrators, earning quality (AQ) and was statistically significant at 1% 
since it p-value was less than 0.05. This result therefore, suggest that we should reject hypothesis 
five (H5), which stated that firm size does not significantly affects earning quality. This means that 
increase in total asset of pension administrators indicate increase in earnings quality. With positive 
influence on earnings quality and conform to apriori expectation.  This finding like similar studies 
Scott, Sloan, Soliman&Irem 2001 confirm meaning that information in accruals about earnings 
quality originates from both growth in the scale of operations and deterioration in the efficiency 
of asset usage. 
Predictability 
The predictability (EPS) panel regression results examine how tax shelter and its interaction with 
our control variables effect on earning quality. The general hypotheses of this model two is that 
there is no significant effect of tax shelter on earnings quality. The result obtained are presented in 
Table 4.4 
Table 4.4 Panel regression result 

 Aprior Sign EPS 
(OLS Pooled) 

EPS 
(Fixed Effect) 

EPS 
(Random Effect) 

     
C  -1.68 6.92 5.62 
  (-0.11) (2.02) (1.42) 
  [0.90] [0.03]** [0.15]*** 
     
AcctETR - -1.68 -0.99 -2.47 
  (-0.11) (-0.27) (-0.23) 
  [0.90] [0.07]*** [0.81] 
     
CurETR - 7.55 -1.50 0.04 
  (1.05) (-0.26) (-0.00) 
  [0.29] [0.79] [0.99] 
     
LongtermETR + 1.04 3.13 2.72 
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  (0.07) (0.26) (11.21) 
  [0.94] [0.79] [0.80] 
     
LEV - -7.06 0.76 -0.12 
  (-0.72) (0.09) (-0.01) 
  [0.47] [0.92] [0.98] 
     
Size + 1.09 0.15 0.05 
  (2.72) (0.26) (0.10) 
  [0.00]* [0.79] [0.91] 
     
R-Squared  0.05 0.83 0.00 
Adj-R-Squared  0.01 0.78 -0.04 
F-Statistic  8.32(0.00)* 16.51 (0.00)* 0.01 (0.99) 
Hausman Test    1.81(0.87) 
N(n)  105(21) 105(21) 105(21) 

Source: Author 2016 
Note: (1) Parentheses ( ) are t-statistic while bracket [ ] are p-values       
          (2) * 1%, ** 5% and *** 10% level of significance 

Discussion of Predictability regression results 
In testing for the cause-effect between the dependent and independent variables in earnings quality, 
we reported pooled and panel analysis. The study adopted the three widely used pooled and panel 
data regression models (fixed effect and panel data estimation techniques). The difference in these 
models is based on the assumptions made about the explanatory variables and cross sectional error 
term. Since the results would be more appealing statistically in the context of different in our 
sampled companies 
In table 4.4, we presented an OLS pooled regression and two panel data estimation techniques 
(fixed effect and panel data estimator). The three results revealed difference in their coefficients 
magnitude, signs and number of significant variables. This clearly shows that pooled OLS 
regression does not reflect the heterogeneity in the sampled companies. This effect is reflected in 
the two panel data regression results. In selecting from the two panel data models, the Hausman 
test was conducted and the result shows that we should accept Ho (adopt fixed effect model and 
reject random effect model). This means that we adopt, interpret and draw policy recommendation 
from the fixed effect panel data regression results.  
Following the above, we will therefore discuss the fixed effect panel regression result from Table 
4.4. In Table 4.4, the R-squared and adjusted R-squared values were (0.83) and (0.78). This 
indicate that all independent variables jointly explain about 83% of the systematic variations in 
earnings quality (EPS) of our sampled companies over the five year period (2010 – 2014). The 
above average R-squared value is realistic as it clearly shows earnings quality and its interaction 
with tax shelter policies (EPS). The F-statistics (16.51) and its p-value (0.0) show that the earning 
quality (EPS) fixed effect regression model is generally significant and well specified. The F-
statistic also shows that the overall earnings quality (EPS) fixed effect regression model is 
significant at 1% levels. 
In addition to the above, the specific finding from each explanatory variable from fixed effect 
regression model is provided as followings: 
Accounting effective tax rate (AcctETR), based on the coefficient of -2.99 and p-value 0.07 
appears to have a negative influence on our sampled licenced administrators, earning quality (EPS) 
and was statistically significant at 10% since it p-value was greater than 0.07. This result therefore, 
suggest that we should reject hypothesis one (H1), which stated that accounting effective tax rate 
does not significantly affects earning quality. This means that as pension administrators accounting 
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effective tax rate increases, it EPS decreases. With negative influence on earnings quality and also 
did not conform to apriori expectation.  This finding likes similar Ayers, Jiang &, Laplante 2009, 
stated that large book-tax differences, on average, are systematically associated with the quality 
(persistence, growth) of firm earnings.  
Current effective tax rate (CurETR), based on the coefficient of -1.50 and p-value 0.79 appears 
to have a negative on our sampled licenced administrators, earning quality (EPS) and was 
statistically insignificant since it p-value was greater than 0.1. This result therefore, suggest that 
we should accept hypothesis two (H2), which stated that current effective tax rate does not 
significantly affects earning quality. This means that as current effective tax rate of pension 
administrations increase it indicate low earnings quality (EPS). With negative influence on 
earnings quality and conform to apriori expectation.  This finding like similar studies Chen, 
Dhaliwal &Trombley (2007), confirms that high tax shelter firms tend to have low earnings 
quality, and low tax shelter firms tend to have higher earnings quality. 
Long-term effective tax rate (longtermETR), based on the coefficient of 3.13 and p-value 0.79 
appears to have a positive on our sampled licenced administrators, earning quality (EPS) and was 
statistically insignificant since it p-value was less than 0.1. This result therefore, suggest that we 
should accept hypothesis three (H3), which stated that current effective tax rate does not 
significantly affects earning quality. This means as long term effective tax rate of pension 
administrators increases, earnings quality (EPS) will increase. However, the increase remains 
insignificant.  This finding like similar studies Blaylock 2012 stated that a firm’s long-term level 
of tax shelteris reflected in the persistence of a firm’s earnings. 
However, a number of control variables were used in the study with the above discussed tax shelter 
indicators explain predictability (EPS). The result of these control variables are discussed as 
follows  
Leverage (LEV), based on the coefficient of 0.76 and p-value 0.92 appears to have a positive on 
our sampled licenced administrators, earning quality (EPS) and was not statistically significant 
since it p-value was greater than 0.1 This result therefore, suggest that we should accept hypothesis 
four (H4), which stated that financial leverage does not significantly affects earning quality. This 
means that increase in financial leverage of pension fund administrators will have increase on their 
earnings quality, though it appears to be insignificant. With negative influence on earnings quality 
and conform to apriori expectation.  This finding like similar studiesMahboobe, Roya, 
&Gholamreza 2013 confirmthat listed companies’ debts in Iran are owed to the group companies, 
their debts will be reflected on the balance sheet from year to year, and the investors do not react 
to it and it ignore it because of the irrelevancy of the information. 
Firm size (size), based on the coefficient of 0.15 and p-value 0.79 appears to have a positive on 
our sampled licenced administrators, earning quality (EPS) and was statistically insignificant since 
it p-value was less than 0.1. This result therefore, suggest that we should accept hypothesis five 
(H5), which stated that firm size does not significantly affects earning quality. This means that 
increase in total asset of pension administrators indicate increase in earnings quality (EPS). With 
positive influence on earnings quality and conform to apriori expectation.  This finding like similar 
studies Scott, Sloan, Soliman&Irem 2001 confirm meaning that information in accruals about 
earnings quality originates from both growth in the scale of operations and deterioration in the 
efficiency of asset usage. 
5.0 Conclusion and Recommendation 
The study examine the effect of tax shelter on earnings quality in Nigeria using licensed pension 
fund administrators by National pension commission according to their financial statement from 
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2010 to 2014.  In achieving the aim, the study obtained data based on prior research on tax shelter 
on earnings quality. These variables included accounting effective tax rate, current effective tax 
rate and long-term cash effective tax rate, while the control variables are financial leverage and 
firm size. Accrual quality and predictability was as a measure to earnings quality. Based on these 
variables, hypotheses were postulated. 
Results from the study indicate that there is significant effect of tax shelter on earnings quality of 
Nigeria licensed pensions fund administrators. This is consistent with the findings of Salihu et al., 
2013, Dyreng et al., 2010, Armstrong, Blouin&Larcker 2012 that stated, analysts and investors 
based on after-tax results to assess firms earning quality. Salihu et al., 2013 that confirms,that the 
relative information content of taxable income for low earnings-quality firms increased concerns 
of opportunistic earnings management. Ayers et al 2009, Hanlon &Slemrod 2008, Salihu et al., 
2013, Hanlon 2005, Dhaliwal et al. 2011 that agrees that taxable income becomes less informative 
for high tax shelter firms and more informative for firms with low earnings quality suggesting that 
investors distinguish sources of book-tax differences. Ayers, Jiang &, Laplante 2009 that stated 
that large book-tax differences, on average, are systematically associated with the quality 
(persistence, growth) of firm earnings. Chen, Dhaliwal &Trombley (2007), that explained that high 
tax shelter firms tend to have low earnings quality, and low tax shelter firms tend to have higher 
earnings quality.Blaylock 2012 that stated that a firm’s long-term level of tax shelteris reflected in 
the persistence of a firm’s earnings. 
In addition (model one), the study reveals a negative effect of current effective tax rate  and Long 
term effective tax rate  on accrual quality at 5% and 10% level of significant respectively. The 
results imply that increase in current effective tax rate  and long-term effective tax rate  , decreases 
the changes in working capital to lagged, current cash flow from operations, which affect accrual 
earning of pension administrators. However, positive effects of accounting effective tax rate  and 
firm size indicates high accrual quality. While financial leverage appears insignificant as investors 
ignore debt reflecting in balance sheet from year to year in decision to accrual quality.  
Model two reveals a negative effect of accounting effective tax rate  on predictability at 10% as it 
imply increase in accounting effective tax rate  , decrease the value of earnings per outstanding 
share of common stock,  which affect predictability of pension administrators. However, positive 
effect of firm size indicates high predictability. While Current effective tax rate, Long-term 
effective tax rate, financial leverage appears insignificant to predictability. 
Therefore, the study recommends that pensions fund administration should concentrate on pre-tax 
earnings, accruals, and cash flows from operations given the sustainability of the firm’s tax shelter 
as consistent to earning quality. Furthermore, the study may be improved upon by including more 
variables to measure earning quality including studying all financial institutions in Nigeria.  
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Abstract 
 
This paper investigated the association between board characteristics and financial risk disclosure 
in the annual reports of 14 Nigerian listed banks from 2012 to 2014. A checklist of 45 mandatory 
financial risk information disclosure required items extracted from the full list of 132 (IFRS 7) 
financial instrument risk information disclosure items issued by IASB in 2007 provide the 
disclosure index.  Multivariate robust regression analysis was carried out to obtain the result of the 
association between the selected corporate governance attributes and the financial risk information 
disclosure. The findings of this study indicate that the financial risk disclosure is significantly 
associated with boardroom cultural diversity and boardroom expertise at 5% significant level each. 
However, the result also showed that the association between financial risk and politically 
connected boardroom and boardroom size is not significant. The study concludes that; the findings 
is apropos to both agency and resource dependency theories. 
 
Keywords: Boardroom Size, Politically Connected Boardroom, Boardroom Ethnicity, Nigeria. 
 
Introduction 
 
The quasi securities rules in financial risk information disclosure also known as IFRS 7 is the 
official regulation for all firms with risk assets in their portfolios (Bischof et al., 2015). Banks are 
particularly affected because they mostly trade in risk assets whose disclosure requirements play 
vital role in a well-functioning capital market. Financial risk disclosure is an important determinant 
of financial reporting outcome since the unfortunate incidence of Enron and WorldCom in 
developed economies and Oceanic Bank and Intercontinental Bank in Nigeria- a developing 
capital market among many others in 2008 (Christensen et al., 2013; Holthausen, 2003; Sanusi, 
2012). 
International Financial Reporting Standards (IFRS 7) requires disclosure about the nature and 
extent arising from financial instruments. This applies to all firms with risk assets in their portfolio 
subject to mandatory IFRS reporting. However, this regulation is categorised into diverse types of 
risks to accommodate differences in risk peculiarities by scholars (Al-Shammari, 2014; 
Atanasovski et al., 2015; PwC, 2013; Tahat et al., 2016; Zango et al., 2015). In this study, the 
concern is on financial risks disclosure which the International Accounting Standards Board 
(IASB) view as the most worrisome due to recent experiences with the global financial and 
economic meltdown of 2008 to 2010.  
The sample chosen for this study are 14 listed banks on the Nigerian Stock Exchange with full 
financial reports of four years (2012-2014). These banks mandatorily report financial risk 
disclosure under international financial reporting standards 7 (IFRS 7) due to the nature of their 
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operation. IFRS 7 became a global reporting standard since 2007. However, Nigeria adopted and 
effectively reports using IFRS regulatory rule in 2012. Banks are selected because they are expose 
to higher risks, employ more financial instruments risk assets in their books, hence their risk 
information disclosure practice is more than other Nigerian listed companies. 
This study incorporates cultural diversity of especially accounting expert board members and their 
political connection which prior studies considered crucial in risk disclosure and performance 
reporting. For instance, Abdulmalik and Che-Ahmad (2016) found some influence of culture in 
Nigerian non-financial institutions studied. Similarly, several studies both in advanced and 
developing economies found variations of risk disclosure in non-financial firms (Poon et al., 2013; 
Johnson and Mitton, 2003; Osazuwa et al., 2016). Following these studies, this study seeks to find 
out the position in the banking sector of a developing capital market- Nigeria with over 200 ethnic 
groups all having equal opportunities in both economic and political sphere. 
This studycontributes tothe empiricalaccountingliteratureespecially in developing capital 
markets by documenting risks scandal disclosureusingexternalitiesof corporatescandals. The 
result is expected toconveyusefulinformationonthe Nigerian financial industry’srelationship with 
political connection, culture and corporategovernance characteristics.Theremainder 
ofthepaperisorganizedasfollows.Sectiontworeviews literature and hypothesis development of the 
study.Sectionthreepresentstheresearchdesign,whileSectionfourprovides specification tests of the 
model anddescriptiveinformationconcerningtheindependent variables and theempiricalresultsof 
the study. The concluding Sectionofferssomeremarks and suggest directions for future study. 
 

2.0 Literature Review and Hypothesis Development 
 2.1 Financial risk information disclosure (FINRIS) 
 
Financial instruments risk disclosure also known as IFRS 7 was initially issued by the International 
Accounting Standards Board (IASB) in August 2005. This regulation was temporarily withdrawn 
to allow for inclusion of vital financial issues and became operational on January 1, 2007.  Unlike 
previous studies which measure the level of disclosure in annual reports through various 
approaches (Abdullah, 2013; Al‐Shiab, 2003; Hodgdon et al. 2009; Tsalavoutas et al. 2010), this 
study uses the partial compliance (PC) method to measure disclosure because it is less subjective 
(Tsalavoutas et al. 2010). Abdullah (2013) observed that the PC method avoid the problem of 
unintentionally giving more weight to a standard with substantial number of items in the index. 
The information disclosed is scored “1” and if not or not applicable, scored “0”. Thistechnique 
computes ratios by adding compliance for each standard and the sum divided by the total number 
of standards applicable to each company using the formula: 

��� =
∑ �����

��
 

Where  
PCj is the total compliance score for each company and ∑ �����  is the level of compliance with 

each standard; RJ is total number of applicable standards for each company j. 
2.2 Boardroom Size 
An empirical analysis of the effect of corporate governance relating to financial risk disclosure 
in the financial sector is new. Earlier corporate governance studies examined a mix of 
conglomerates in the context of large publicly traded firms. In such firms, agency problems exist 
because of the separation between ownership and control. In small business firms in not a critical 
issue because most of these firms are operated as owner manage. In most cases, small and even 
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medium enterprises are made up of only the owner who is the sole proprietor and manager (Hart, 
1995). Most of the small business firms are controlled by families who are also members of board 
of directors. The board and the chief executive officer (CEO) make all the business decisions. 
However, where there is a board, the directors are charged with the responsibility of managing 
small business firms and their operations. 
Lipton and Lorsch (1992) reported a significant relationship between boardroom size and capital 
structure with The CEO influencing most decisions of the firm being the Chairman of the board. 
Fama and Jensen (1983) maintain that any boardroom that is controlled by the CEO implies the 
absence of separate decision making and management control. These reasons afford the 
opportunity to assume that boardroom size may play significant role in financial risk information 
disclosure of Nigerian banks. It is therefore hypothesized that: 
H1: There is a significant relationship between boardroom size and financial risk information 
disclosure in Nigerian listed banks 
2.4 Boardroom Political Connection 
Prior empirical studies found wide variety of firm’s involvement in political activities in such 
industries as financial institutions such as banks and insurance companies. These companies work 
to influence government policies through campaign contributions, and in membership of 
government company boards in political action committees (PACS) or by bribing their way 
(Austen-Smith and Wright, 1996; Delmas and Montes-Sancho, 2010; Hansen and Mitchell, 2000; 
Okhmatovskiy, 2010; Ring et al., 1990). 
An industry obtains a favourable regulation by its capacity to mobilize financial, human and 
political resources for help a political party to power (Fisman, 2001). However, Dahan(2005) 
argue that firms expend their resources for political campaigns and conferences to influence the 
public decision makers. Fisman (2001) found a positive relationship between political 
connections and firm value.Studies also found politicians connected to firms which are 
strategically important with positive externalities that are optimal in allocating huge government 
funds (Duchin & Sosyura 2013;Faccio, Masulis & McConnell 2006;Faccio, 2006).  
Politically connected directors are also able to obtain credits in banks with state investments even 
if the proposal appearsrisky (Khwaja& Mian 2005). Following Yu, Hu, and Zhang (2015), this 
study measure politically connected boardroom as a dummy variable “1” if a director worked or 
still work in a government office and “0” otherwise. Based on the various roles played by a 
politically connected board, it is therefore hypothesized that: 

H2: There is a significant relationship between politically connected boardrooms and financial 
risk information disclosure in Nigerian listed banks 
 

2.6 Boardroom Culture (Ethnicity)  
Boardroom diversity in cultural setting is the pool of members with different traits working 
together for the sole aim of improving board processes toward positive outcomes. Justification for 
the study of ethnicallydiverse board can be found in agency theory which has the benefit of 
independence, effective monitoring and control of shirking tendencies of management. The 
resource dependency theory on the other hand acts as a significant external source of finance 
through its active network (Van der Walt, Ingley, Shergill & Townsend, 2006; Van de Walt & 
Ingley, 2003). 
 
Studies confirmed Nigeria to be ethnically diverse with over 200 tribes divided into three 
prominent cultural groups namely Hausas, Yoruba and Igbos unlike other nationalities that have 
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authoritatively configured their culture into distinct groups.  For instance, in Malaysia the 
Bumiputera are the Malays (son of the soil) that are politically and economically favoured by 
government. The second group are non-Bumiputera which constitute the Chinese and Indians. 
Thesegroupare settlers but are not equally treated like the Malays (Abdulmalik & Che-Ahmad, 
2016). In contrast, the three ethnic groupings in Nigeria have equal right to both political power 
and economic resources of the nation and no cultural group is discriminated against (Abdulmalik 
& Che-Ahmad,2016). Hence, although the Companies and Allied Matters Act (CAMA) is not 
specific on composition of members of the boards, a culturally diverse board is seen to positively 
promote better governance, provide adequate networking and enhance corporate performance 
(Adegbite, 2015. CAMA, 1990). 
 
Ararat, Aksu and Cetin, (2015) and Gul, Srinidhi and Tsui, (2008) found effective oversight 
function in reformed boardrooms with diverse membership. Abdulmalik and Che-Ahmad (2016) 
found enhance monitoring role of diverse boardrooms in non-financial boardrooms of Nigeria. It 
will thus be safe to predict that the cultural influence of majority of members in the board play 
significant role in financial risk scandals information disclosure of Nigerian financial institutions. 
Hence, study measure boardroom culture diversity with at least two out of the three ethnic groups. 
It is hypothesised that: 
H3: There is a significant relationship between ethnically diverse boards and financial risk 
information disclosure in Nigerian listed banks 
 
Boardroom Expertise  
Daily, Dalton and Cannella (2003) resource dependency theorists observed that boardroom 
directors are critical advice source as well as counsellors to CEO aimed at enhancing company 
value through information disclosure in annual report.  Zango, Hasnah and Rokiah (2016) argue 
that an effective oversight function can only be possible with boards that have the necessary 
expertise to establish strategic risk monitoring, ensure CEO advancement and guarantee both 
financial and non-financial disclosure intended at meeting operating targets on risk information 
disclosure.   
 
Accordingly, Xie, Davidson and DaDalt (2003) suggest that corporate financial expertise is critical 
in disclosure such as those relating to financial risks. Bedard, Chtourou and Courteau 
(2004)observe that the presence of financial expert in boardrooms is negatively related with 
destructive earnings. Furthermore, Karamanou and Vafeas (2005) found positive market 
reactionon the appointment of experts in boardroom committees such as the corporate governance 
and disclosure committees. Based on the resource dependency theory and the discussion, it can be 
predicted that potential relationship exists between boardroom financial expertise and financial 
risk disclosure. Thus, the following hypothesis is proposed: 
 
H4:  There is significant relationship between boardroom expertise and financial risk information 
disclosure in Nigerian listed banks 
 
2.7 Control Variable 
Prior studies employ variables found to significantly control for factors that are deemed to impact 
on risk information disclosure in annual report (Hodgdon et al., 2008;2009). The control variables 
used in this present study are firm size, and boardroom meeting frequency. 
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3.0Methodology and Model Specifications 
In determining the quality of risk disclosure this study follow the work of Van Beest and Braam 
(2013) to select financial risk instruments requirements from the PwC international financial risk 
disclosure framework. This paper found a total of 45 financial risk required items from a total of 
132 IFRS 7 required items issued by PwC from 2012- 2014. The manually collected data was 
double-checked by two professional accountants, one from the academics and the other in 
professional practice.Prior studies found that disclosure is not affected by the number of years 
(Abdullah, 2015; Abraham & Shrives, 2014). The statistical model for this study is stated as 
follows: 
 
FRD=β0 +β1BSIZE+β2BGEN+β3BPOL+β4BCUL +β5BEXP+β6FSIZE +β7BMET+ε 
3.1 Variable Definition and Measurements 
The variables in this study their definition and the expected signs are shown in Table 4.1: 
 
Table 4.1: Variables and Measurements 

Variables Definition Expected Sign Hypothesis 
DV: FINRISDisclosure Measured by the total financial risk 

disclosure requirements 
  

IVs: 
Board Size (BSIZE) 

Measured by number on members on 
board  

+ H1 

Board Gender (BGEN) Measured by total number of females in 
the board 

+ H2 

Political Connection (BPOL) Measured by dummy variable “1” if a 
director worked or still work in a 
government office & “0” otherwise 

+ H3 

Board Expertise (BEXP) Proportion of directors with 
finance/accounting in boardroom 

+ H4 

Board Culture (BCUL) Measured by dummy” 1” board is 
ethnically diverse” 0” otherwise 

+ H5 

Controls: 
Firm Size (FSIZE) 

Reprersenred by natural log of total 
assets 

+  

Board Meeting (BMET Represented by number of meetings per 
annum 

+  

 
4. 0Research Findings and Discussion 
 
4.1 Specification Tests 
Following Rousseeuw and Leroy (1987), the current study carried out several statistical tests to 
confirm the stationarity of the study’s independent variables as depicted in Table 4.1 
Table: 4.2 
Specification Tests 

Type of tests values Authorities 
Ch2 Prob ofF. 

Heteroskedasticity 1.10 0.2953 Cameron and Trivedi (1990) 
Normality    
Ramsey  1.13 0.3473 Mardia (1980) 
Skewness - 0.3722 Kline (2011) 
Kurtosis - 0.8508 Kline (2011) 
Joint: Skewness/ Kurtosis 0.86 0.6508 Kline (2011) 
Shapiro-Wilk 0.91 0.1814 Ghasemi & Zahedias (2012) 
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Shapiro-Franca 0.90 0.1838  

 
Table 4.2 indicates the result of heteroskedasticity with chi-square and probability values of 1.10 
and 0.295 respectively showing that the model is not homoscedastic(Cameron and 
Trivedi,1990).This suggests that the variables do not measure the same thing hence, no 
multicollinearity in the model.Similarly, the model’s skewness and kurtosis values of 0.372 and 
0.851 is within the normal distribution of -1.95 to +1.96 and -3 to +3 respectively (Kline, 2011). 
The study further applied both the numeral and graphic presentation of normality using the 
Shapiro-Wilk and Shapiro-France tests. The results as shown in Table 4.2 and Figure one indicates 
an absolute value greater than -1.96 and +1.96 (Ghasemi & Zahedias, 2012). 

 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 1: Normality test 
 

4.2 Descriptive Statistics  
The descriptive statistics for the study’s sample is presented in Table 3. The analysed data is 
extracted from the 2012-2014 audited financial statements of the 14 listed banks on the Nigerian 
Stock Exchange. From the descriptive results, Nigerian listed banks have at least 10 directors with 
a minimum of 4 and a maximum of 8 accounting and finance expertise that attends at least 4 board 
meetings while other directors from the sampled banks attend up to 12 meetings per annum. 
Moreover, some listed banks in Nigeria still have no board members with political connection 
while others have one each. Further from this Table, some members of the board are shown to be 
predominantly of the same ethnic background while a few of them had a maximum of one director 
that is culturally different. 
 

On the issue of board size, the Nigerian code of Corporate Governance issued by the Securities 
and Exchange Commission (SEC Code 2011), states that the board of directors in a firm are at 
liberty to determine the actual size of the board of directors of the company subject to a minimum 
of 6 and maximum of 20 members. The code further state that the board should ensure an effective 
balance of skill, knowledge and experience to enable successful and systematic discharge of their 
responsibilities without compromising, integrity, independence compatibility of financial 
statements and meeting frequency. 
 
Table: 3 Descriptive Statistics 

Variables Mean Std. Dev. Min Max 
finris 30.46429    4.552579 17.00 39.00 
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bsize 15.26786    2.244112 10.00 20.00 
pcon .7321429    .4468505          0.00 1.00 
bcul .7321429    .4468505          0.00 1.00 
bexp 5.321429 1.192509 4.00 8.00 
fsize 27.07041 2.440814   19.42 33.93 
bmeet 6.071429    2.078961 4.00 12.00 

 
4.3 Correlation Coefficients  
Table 4 presents the correlations and variance inflation factor (VIF) results. The correlation 
between financial risk and board size, financial risk and political connection, board size and board 
expertise, political connection and firm size, boardroom culture and board expertise, board 
expertise and boardroom meeting attendance and firm size and board meeting nave no association. 
However, only financial risk and board ethnicity have moderate association. Moreover, the results 
as depicted in this Table further shows that, financial risk and board expertise, financial risk and 
firm size, board culture and board meeting, board expertise and firm size are weekly correlated. 
According to Pallant (2011), correlation directionally indicates increase or decrease between two 
variables.  The association may be negative which indicates increase in a variable that leads to 
decrease in the other or positives signs which signifies simultaneous increase or decrease in a pair 
of variable.  
 
From Table 4 the negative relationship between financial risk and boardroom culture create the 
impression that these two characteristics do not match and that cultural diversity in the boardroom 
has positive relationship with the financial risk information disclosure of listed banks in Nigeria. 
Similarly, the ethnic origin of board members and their accounting and finance background has 
negative influence on financial risk reporting of listed banks in Nigeria. Finally, on the issue of 
multicollinearity, Hair et al. (2014) argued that, only a vif of 90% and above is considered a threat. 
From the result of the vif in Table 4 therefore, multicollinarity is not an issue in this study. 
 
Table: 4 Correlation Coefficient 

Variables FINRIS BSIZE PCON BCUL BEXP FSIZE BMEET VIF 
FINRIS 1.0000        
BSIZE 0.0944 1.0000      1.07 
PCON   0.0712   -0.1085 1.0000     1.08 
BCUL -0.3489 -0.1266 -0.0927 1.0000    1.15 
BEXP 0.2165 -0.0056 0.1986   -0.0061 1.0000   1.09 
FSIZE 0.2838 0.1260 0.0293   -0.1323 0.2015 1.0000  1.09 
BMEET 0.1040 0.1673   -0.0769   -0.2922 0.0199 -0.0534 1.0000 1.14 
Mean VIF        1.10 

 
4.4 Regressions Results 
This study performed robust random effect GLS regression analysis to examine the relationship 
between the dependent variable measured as index of financial risk disclosure compliance 
reporting requirements and the explanatory independent variables considered in the model. The 
results as depicted in Table 4 have statistically validated two of the four hypotheses. For instance, 
H2 which states that there is a significant relationship between ethnically diverse boards and 
financial risk scandal information disclosure in Nigerian listed banks is supported by the regression 
results at the 5% level of significance. However, although statistically significant, the coefficient 
is negative which is inconsistent with findings in previous studies, namely, Abdulmalik and Che-
Ahmad (2016) found enhance monitoring role of culturally diverse boardrooms in non-financial 



68 
 

sector boardrooms in Nigeria. The difference in findings may be due to differences in the 
institutional arrangement or of differences in service delivery rendered.  
 
H3which states that there is a significant relationship between boardroom expertise and financial 
risk scandal information disclosure in Nigerian listed banks is supported by the regression results 
at the 5% level of significance. From the findings of the study, there exist potential relationship 
between boardroom financial expertise and financial risk disclosure in Nigerian banks. This result 
confirms the positive market reactions on the appointment of expertise in boardroom committees 
such as those corporate governance and risk information disclosure committees (Karamanou & 
Vafeas, 2005). 
 
The result of this study’s analysis did not indicate any significant relationship between boardroom 
size and financial risk information disclosure of Nigerian listed banks, which is inconsistent with 
the findings of the work of FamaandJensen(1983) and LiptonandLorsch(1992) who reported the 
possibility of positive relationship based on the size of boardrooms. Also, the regression analysis 
did not support the claim that politically connected boardrooms enhances information disclosure 
as proposed in this study contrary to Fisman (2001) findings of positive relationship between 
political connections and firm value. 
 
Table: 5 Regression Results 

Variables coefficients Robust Std. Error p-value 95% conf. interval 
BSIZE 0.0568141 0.1101144 0.606 -0.1590061 
PCON   0.0654954 0.4750347 0.890 -0.8655555 
BCUL -3.176933 1.528078 0.030** -6.17191 
BEXP 0.6559947 0.2824625 0.020** 0.1023784 
FSIZE 0.3824527 0.2153141 0.076* -0.0395552 
BMET 0.0355768 0.3161574 0.910 -0.5840804 
Cons 17.81489 6.608931 0.007 4.861628 
R2 0.2090    
Ch2 12.94    
Prob. Ch2 0.0439    

 
5.0 Conclusion and Recommendations 
The aim of this study was to expand the frontiers of empirical literature regarding financial 
riskdisclosure of financial instruments, existing in the literature. This study examines the quality 
of information in the matter of risk disclosure of 14 listed banksannual reports for four years. This 
study draws results based only on sample consisting of banks listed in the Nigerian securities 
market. It tested the relationship existing between financial risk disclosure and boardroom’s size, 
the relation between financial risk disclosure and political connection of board members and the 
relation between financial risk disclosure and cultural affiliation of the boardroom members and 
the relation between financial risk disclosure and the expertise of boardroom members.The 
research results support hypotheses 2 and 3according to which there is a positiverelationship 
between risk information disclosure and boardroom culture and between risk information 
disclosure and boardroom expertise variables respectively. 
 
This study’s analysis suggests that politically connected Nigerian listed bank boardrooms do not 
significantly influence financial risk information disclosure in their annual financial statements. In 
contrast, a trade-off was observed between political connection and the cultural diversity of 
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boardroom members which may entail the reduction in the role of politicians in banks to enforce 
the application of financial risk information disclosure in the financial report of the listed banks. 
Consequently, since boardroom size, political connection and frequency of boardroom directors 
meeting do not have any significant impact on financial risk information disclosure of banks in 
Nigeria, any increase in these factors will be detrimental to the sampled banks financial enactments 
to shareholder wealth maximisation objectives. Finally, this study has implication for research as 
there is a dearth of studies on the Nigerian capital market specificallyon the financial sector and 
especially the banking sub-sector with its different regulatory structure that made it distinct from 
other sectors of the developing economies.  
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Abstract 
 
The objective of this paper is to determine the effects of the ratio of women borrowers on the 
financial sustainability of Microfinance Banks (MFBs) in Nigeria using Lagos state as a case study. 
A quantitative parametric pooled regression was used as technique of analysis.  The study was 
based on eight years (2008-2015) secondary data obtained from MIX and CBN database for twenty 
(20) selected MFBs in Lagos, Nigeria. Ratio of women borrowers was the dependent variable. The 
nature of the data used in this study enabled the use of panel data regression model to estimate the 
relationship among the variables of this study. Result shows that the ratio of women borrowers of 
microfinance banks in Nigeria do have a positive relationship with the financial sustainability of 
microfinance banks in Nigeria. This implies that MFBs that focus more on female client tends to 
be more financially sustainable. It is therefore recommended that MFBs should focus more on 
reaching female clients as this will increase their level of financial sustainability. 
 
Keywords: Women borrowers, Microfinance Banks, Financial sustainability. 
 
INTRODUCTION 
 
Women workers throughout the world contribute to the economic growth and sustainable 
livelihoods of their families and communities. Microfinance helps empower women from poor 
households to make this contribution. Microfinance — the provision of financial services to the 
poor in a sustainable manner — utilizes credit, savings and other products such as microinsurance 
to help families take advantage of income-generating activities and better cope with risk. Women 
particularly benefit from microfinance as many microfinance institutions (MFIs) target female 
clients. Microfinance services lead to women’s empowerment by positively influencing women’s 
decision-making power and enhancing their overall socio-economic status. By the end of 2006, 
microfinance services had reached over 79 million of the poorest women in the world (Daley-
Harris, 2007: Microcredit Summit Campaign Report, 2007.) As such, microfinance has the 
potential to make a significant contribution to gender equality and promote sustainable livelihoods 
and better working conditions for women. (ILO, 2007). 
Microfinance has been defined by Marshland and Strom (2008) to mean the provision of small 
scale loans, savings, deposits and other financial services to the poor. Poverty eradication is at the 
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forefront of the development strategy of Africa. Interventions through the delivery of microfinance 
services are considered as one of the policy instruments to eradicate poverty. However, for 
sustainable poverty alleviation, the MFIs themselves should be financially sustainable, (Tehulu, 
2013).Generally, sustainability has been defined as permanence (Navajas, 2000) and the capability 
to recurrence performance over time (Schreiner, 2000). It refers to the ability of MFIs to cover all 
its costs from its own generated income from operations (Thapa, Chalmers, Taylor, & Conroy, 
1992) without depending on external support or subsidy. Dunford (2003) also defines financial 
sustainability as the ability to keep on going towards microfinance objective without continued 
donor support. It “allows the continued operation of the microfinance provider and on-going 
provision of financial services to the poor” (CGAP, 2004).  
From an NGO-funding perspective, Leon (2001) defines financial sustainability as its capacity to 
obtain revenues in response to a demand, in order to sustain productive processes at a steady or 
growing rate to produce results and to obtain a surplus. It must be kept in mind that financial 
sustainability may be achieved at the project, program or organizational level. Financial 
sustainability means ensuring the longevity of the organization. 
Financial sustainability of microfinance institutions is perhaps the key element of microfinance 
sustainability. It means the ability of MFIs to cover all its costs from its own generated income 
from operations (Thapa, Chalmers, Taylor & Conroy, 1992) without depending on external support 
or subsidy. Dunford (2003) also defines financial sustainability as the ability to keep on going 
towards microfinance objective without continued donor support. These definitions center on one 
point, that is, the ability to depend on self-operation. The definitions also imply the possibility of 
making profit out of the microfinance operations.   
The above definitions of financial sustainability imply that a loss making MFI (MFI with poor 
financial performance) will not be classified as financially sustainable. Again a profit making MFI, 
whose profitability is determined after covering some of the operating costs by subsidized 
resources or funds, will also not be considered as financially sustainable, (Kinde, 2012). 
Women and Microfinance have always been essentially linked (Mody 2000; Yunus 2002). One of 
the major bases for the success of microfinance in the public eye is the targeting of women 
(Morduch 1999). The Microcredit Summit Campaign (2012) reports 3,652 institutions serving 
205,314,502 clients, 137,547,441 of whom were among the poorest when they took their first loan. 
Of these poorest clients, about 82 percent (113,138,652) are women and the growth in the number 
of very poor women reached has increased from 10.3 million at the end of 1999 to 113.1 million 
at the end of 2010. These numbers reveal the significance of the presence of women in 
microfinance. In fact, there are three main arguments which support the idea of targeting women 
(Mayoux 2001): the principle of gender equality, the microfinance aim of poverty reduction, and 
the MFIs‘efficiency. 
Women are targeted for microcredit for various reasons. Firstly, seventy percent of the world’s 
poor are women, (ILO, 2007). Yet traditionally women have been disadvantaged in access to credit 
and other financial services. Commercial banks often focus on men and formal businesses, 
neglecting the women who make up a large and growing segment of the informal economy. 
Secondly, Microfinance on the other hand often target women, in some cases exclusively. Female 
clients represent eighty-five percent of the poorest microfinance clients reached (Daley-Harris, 
2007). Therefore, targeting women borrowers makes sense from a public policy standpoint. The 
business case for focusing on female clients is substantial, as women clients register higher 
repayment rates. They also contribute larger portions of their income to household consumption 
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than their male counterparts. There is thus a strong business and public policy case for targeting 
female borrowers. 
In addition, Microfinance has been considered a powerful tool to fight poverty through the 
provision of basic financial services including savings, insurance, credit and transfer of funds. The 
objective of microfinance institutions is to serve poor people and enable them to access credit and 
fight poverty. As noted earlier, microfinance which began thirty years ago as a gender-neutral 
industry (Aboutmicrofinance, 2018), MFIs increasingly began to target women and recognized the 
potential of female entrepreneurs. A thorough review of literature has indicated extensive study of 
microfinance and women empowerment, the sustainability of MFIs, SHG and MFIs and related 
subjects, there is no evidence of a study on the relationship between women borrowers and 
financial sustainability of microfinance banks in Nigeria, hence this study. 
This study therefore focuses on the extent to which the number of female borrowers can impact on 
the financial sustainability of microfinance banks in Nigeria. 
In addition to the introductory section, this paper is structured as follows: Literature review that 
encases the concept of MFBs, Women and microfinance, Financial sustainability of MFBs, 
Theoretical framework and empirical studies; Methodology; Presentation and interpretation of 
results; Conclusion. 
 
LITERATURE REVIEW 
The concept of MFBs 
Microfinance is the provision of financial services to low income clients who traditionally lack 
access to banking and related services. Microfinance is the provision of small scale financial 
services to low income or unbanked people (Hartarska, 2005). Similarly, the Asian Development 
Bank (ADB) describes microfinance as the provision of a broad range of financial services such 
as deposits, loans, payment services, money transfers, and insurance to poor and low-income 
households and their micro-enterprises (ADB, 2000). Robinson (2001) defined microfinance as 
small scale financial services – primarily credit and saving provided to people who farm or fish or 
herd; who operate small enterprises or micro enterprises where goods are produced, recycled, 
repaired, or sold, who provide services, who work for wages or commissions; who gain income 
from renting out small amounts of land, vehicles, draft animals, or machinery and tools; and to 
other individuals and groups at the local levels of developing countries, both rural and urban. It is 
about provision of “a broad range of financial services such as deposits, loans, payment services, 
money transfers and insurance to the poor and low income households and their farm or non-farm 
micro-enterprises” (Mwenda and Muuka, 2004). 
Microfinance has a very important role to play in development according to proponents of 
microfinance. UNCDF (2004) states that studies have shown that microfinance plays three key 
roles in development: 

- helps very poor households meet basic needs and protects against risks, 
- is associated with improvements in household economic welfare, 
- helps to empower women by supporting women’s economic participation and so promotes 

gender equity. 
While MBFs are making huge contributions to Asian economies and even African, Olasipo, 
Afolami, and Shittu (2014) posit that they are not meeting their potentials as instruments of genuine 
economic development. Result of their study on the outreach and financial sustainability of MBFs 
show on the overall that the Nigerian microfinance subsector is still at its infancy and hence needs 
to be nurtured to achieve its potentials. 
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Women Borrowers and microfinance 
Microfinance began thirty years ago as a gender-neutral industry (Aboutmicrofinance, 2018), 
MFIs increasingly began to target women and recognized the potential of female entrepreneurs. 
The microfinance revolution started among rural women in Bangladesh in the 1970s and quickly 
spread to the rest of the developing world (IFAD, 2004). Most notably, 11 percent of the poor in 
South Asia are accessing microcredit, followed by 7 percent in Latin America. In these areas, when 
poor women were given the opportunity to borrow and invest money in their businesses, they 
proved that they were reliable and efficient users of credit. Since then, a number of MFIs have 
tailored programs and developed products specifically for women. Women’s World Banking 
(WWB), a global network of MFIs that is committed to investing in women, showcases some of 
the microfinance products that are most useful to women, including savings and insurance 
products that facilitate women’s role in the household as caregivers; micro-health insurance 
products that help women save for health expenses; and mobile banking services that are designed 
to reach women who face access constraints. 
Microfinance programs have drawn millions of women into commercial economic activities from 
which they were previously barred. The Grameen Foundation, for example, cites the importance 
of providing credit to women because they help break generational cycles of poverty by investing 
in their children. The International Fund for Agricultural Development (IFAD), (IFAD, 2004) 
argues that women involved in microfinance, either as borrowers or savers, gain a level of power 
that allows them to make independent decisions and raise their status. MFIs that focus on women 
also tend to be highly regarded. 
Since the founding of Grameen Bank, close to 97% of his small loans were going to poor women. 
Women have been the focus of his efforts ever since.  Esty (2014) identifies 5 reasons why. They 
include women make better use of small loans than men; women have a better track record when 
it comes to repayment; Women are a huge untapped labor pool; women have the right to access 
capital and women who receive loans adopt healthier lifestyles and are empowered. 
Governments have also begun to take note of microfinance’s potential to empower women. For 
example, India’s finance minister recently announced a plan to establish a small public bank for 
the poor run by and largely for women, due in part to the successes of similar Indian institutions 
and by the recognition that microfinance is an effective poverty reduction tool. 
Furthermore, children of women microfinance borrowers also reap the benefits, as there is an 
increased likelihood of full-time school enrolment and lower drop-out rates. Studies show that new 
incomes generated from microenterprises are often first invested in children’s education, 
particularly benefiting girls. Households of microfinance clients appear to have better health 
practices and nutrition than other households (Littlefield, Morduch, & Hashemi, 2003). 
Although the positive impact of microfinance on women’s empowerment is evident, microfinance 
providers must also be cautious to avoid possible negative outcomes. Studies have shown that 
women sometimes have little or no control over their loan, with the husband or male family 
member making all decisions (Goetz & SenGupta, 1996). Moreover, differences in literacy, 
property rights and social attitudes about women may limit impact outside of the immediate 
household. Residents of rural areas specifically continue to have difficulties in accessing 
microfinance. 
Women may also struggle with the heavier workload created by the responsibility for loan 
repayment. Changes in the access to finance influence the distribution of working time between 
men and women in the same household and between activities yielding different returns (Hossain 
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& Diaz 1997). Evidence suggests that up to a point microcredit increases the workload of women 
and girls, perhaps offset by more equality in household decision-making (Mayoux, 2000). 
According to Wrenn (2007), a key objective of many microfinance interventions is to empower 
women. Discussing the impact of microfinance on human capital, Wrenn (2007) asserts many 
female clients of all three projects spoke of their pleasure of being able to manage a business and 
not having to be as dependent on their husbands as they used to be prior to joining the projects, 
even for small personal items such as cosmetics. They now have their own financial capital, and 
they spoke of their new skills and their confidence, as a result of the training they received and 
being part of the social network of the village bank groups. 
Kabeer (2015) believes that women need empowerment as they are constrained by customs, 
beliefs, norms and values through by which societies discriminate against women. To her, 
empowerment refers to the “process by which those who have been denied the ability to make 
strategic life choices acquire such an ability”, where strategic choices are “critical for people to 
live the lives they want (such as choice of livelihood, whether and who to marry, whether to have 
children, etc)” (Kabeer, 1999, p.437). Therefore MFIs cannot empower women directly but can 
help them through training and awareness-raising to challenge the existing norms, cultures and 
values which place them at a disadvantage in relation to men, and to help them have greater control 
over resources and their lives. 
Littlefield, Murduch and Hashemi (2003) state that access to MFIs can empower women to become 
more confident, more assertive, more likely to take part in family and community decisions and 
better able to confront gender inequities. However, they also state that just because women are 
clients of MFIs does not mean they will automatically become empowered. Hulme and Mosley 
(1996, p.128) also make this point when they refer to the “naivety of the belief that every loan 
made to a woman contributes to the strengthening of the economic and social position of women”. 
However, with careful planning and design women’s position in the household and community 
can indeed be improved. 
In Nigerian studies, Ifelunini and Wosowei (2013) identified technical, economic, managerial and 
social factors that inhibit women entrepreneurs’ access tomicrofinance in South-South region of 
Nigeria. Example of these factors include: transportation cost, lack of trust, diversion of funds, 
short payback period, loan targeted at certainbusinesses; protocol before acquiring loan, high 
interest rate on borrowing, limitedamount of loan given, provision of collateral, non-willingness 
of MFIs to grant loan to women entrepreneur;low accessibility to loan, the time lag between 
application and loancollection, the amount given as loan is discretionary, opening of account as 
condition for microcredit access, theeducational level of the entrepreneur; distance, securing of 
guarantor, only people inbusiness are being given loan, and finally, too many applications than 
MFIs can afford. 
Also, Omotayo, Ademola, and Oluwayemi (2017) examined the role of microfinance institutions 
on the performance of womenentrepreneurs in South-Western Nigeria. The result showed that 
women entrepreneurs in Nigeria did not have access to majority of theproducts/services offered 
by the banks due to conditions attached to them. Result also showed that delay in repayment of 
loans, lack of business plan, diversion of the loan granted and lack of banking culture are the most 
challenges confronting microfinance institutions in women entrepreneurship financing in 
Nigeria.To reverse the trend, the study suggested reduction of interest rate, relaxing loan 
conditions, accessibility to MFIs, publicity, and preference to rural women. 
 
Microfinance Financial Sustainability 
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Financial sustainability of microfinance institutions is fundamental to their existence and survival. 
An organisation is financially sustainable if its core work will not collapse, for reason of 
funding.Generally, sustainability has been defined as permanence (Navajas, 2000) also the 
capability to recurrence performance over time (Schreiner, 2000). It refers to the ability of MFIs 
to cover all its costs from its own generated income from operations (Thapa, Chalmers, Taylor, & 
Conroy, 1992) without depending on external support or subsidy. Dunford (2003) also defines 
financial sustainability as the ability to keep on going towards microfinance objective without 
continued donor support. It “allows the continued operation of the microfinance provider and on-
going provision of financial services to the poor” (CGAP, 2004: 1). 
These definitions centre on one point, that is, the ability to depend on self-operation. The 
definitions also imply the possibility of making profit out of the microfinance operations. Financial 
sustainability can be measured in two stages namely operational sustainability and financial self-
sufficiency. According to Meyer (2002) operational sustainability refers to the ability of the MFI 
to cover its operational costs from its operating income regardless of whether it is subsidized or 
not. On the other hand, MFIs are financially self- sufficient when they are able to cover from their 
own generated income, both operating and financing costs and other form of subsidy valued at 
market prices. The above definitions of financial sustainability imply that a loss making MFI (MFI 
with poor financial performance) will not be classified as financially sustainable. Again a profit 
making MFI, whose profitability is determined after covering some of the operating costs by 
subsidized resources or funds, will also not be considered as financially sustainable. 
Financial sustainability can be measured in two stages namely operational sustainability and 
financial self-sufficiency. According to Meyer (2002) operational sustainability refers to the ability 
of the MFI to cover its operational costs from its operating income regardless of whether it is 
subsidized or not. On the other hand, MFIs are financially self- sufficient when they are able to 
cover from their own generated income, both operating and financing costs and other form of 
subsidy valued at market prices.    
Scholars have come up with various interpretations of sustainability. Meanwhile, lately, there is a 
convergence to identify two levels of sustainability from the initial three or four - operational self-
sufficiency (OSS) and financial self-sufficiency (FSS) (Iezza, 2010). The objective of FSS is to 
measure whether an institution earns enough revenues from loans to cover for operating expenses, 
financing costs, provision for loan losses and cost of capital which is excluded from the OSS. The 
cost of capital measures the capability to maintain the value of equity intact from inflation (Iezza, 
2010). Following the MIX Market definition of sustainability Bogan Johnson, and Mhlangay 
(2007) described an MFI being operationally sustainable when OSS reaches 100% and financially 
sustainable when OSS reaches 110%. Operational sustainability (OSS) is measured as total 
financial revenue/ (Financial expense + Operating expense + Loan loss provision expense). 
The microfinance paradigms focus on reduction of poverty through improving access to finance 
and financial services. However, the positive impacts of microfinance institutions on the welfare 
of the poor can only be sustained if the institutions can achieve a good financial performance. The 
study aimed at identifying factors affecting financial sustainability of MFIs in Ethiopia, Kinde 
(2012) found that microfinance breadth of outreach, depth of outreach, dependency ratio and cost 
per borrower affect the financial sustainability of microfinance institutions in Ethiopia. However, 
the microfinance capital structure and staff productivity have insignificant impact on financial 
sustainability of MFIs in Ethiopia for the study periods. 
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In a study by CGAP (1996) of both financial performance and poverty impact results of the MFIs, 
the institutions with high financial sustainability have lower arrears rates and subsidy dependence 
indices than those with lower sustainability. Moreover, financial sustainability appears to correlate 
with recognized “best practice” design features such as higher interest rates, the availability of 
voluntary savings facilities, the frequency of loan collection, and the existence of material 
incentives to borrowers and lending staff to maximize repayment. 
Theoretical Framework 
 
The idea of Microfinance has been affected by two major schools; the Institutional school and the 
Welfarist school. Institutionalise school focuses on developing a financially sustainable institution 
in order to serve the poor. The issue of providing financial services to poor is the basic foundation 
of this approach. Believers of Institutionalise approach are opposed to the idea of dependency on 
subsidies because earlier attempts on poverty alleviation through subsidies credit by development 
agencies, NGO and the governments of developing countries failed. According to Institutionalist, 
a significant impact on poverty can be achieved only if MFIs are financially self-sufficient and 
independent from any subsidise funding from donor or government. Examples of MFIs operate 
under this approach includes; Bank Rakyat Indonesia, SKS Microfinance, Uganda Microfinance 
Union etc.  
On the other hand, Welfarist focuses on immediate improvement of the economic safety for the 
poor.  They focused on providing financial services to the poorest of the poor at subsidized rate of 
interest. MFIs that fall under this approach are heavily reliant on government subsidies and grants 
as well as donor subsidies. Saving mobilization is not a part of the lending process in this approach. 
Though they understand and aware that the long term sustainability of MFI is very important, they 
do not agree that avoiding donor subsidies completely will be required to achieve that state. 
Examples of MFIs operating under this approach include Grameen Bank Bangladesh, FINCA in 
Latin America etc.  
Empirical Studies and development of Hypothesis 
 
Osmani (1998) analysed the impact of credit on the well-being of Grameen Bank women clients. 
The project was found to have increased their autonomy in that they were able to spend family 
income more freely than non-clients. They had greater control over family planning, but the project 
was not shown to have had an impact on clients’ control over other decision-making but they were 
found to have greater access to household resources than non-clients did. 
 
Mayoux (1997) asserts that a small increase in income of the women also leads to a decrease in 
male’s contribution in income to certain types of household expenditure whereas, others believe 
that investing in women’s capabilities empowers them to make choices which is not only a 
valuable goal in itself but it also contributes to greater economic growth and development. 
 
Maurya, (2011) provides some perspective to elaborate the empowerment of women through 
microfinance. The finding shows that the success of financial inclusion would ultimately depend 
on a collaborative strategy wherein there is an adequate supply of correctly price and appropriate 
financial products and services accompanied by an efficient delivery mechanism along with 
financial awareness and a co-operation between financial institutions, government and civil society 
organizations. 
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Samuel, Kunnal, and Ashalatha (2011) examined the impact of microfinance on the rural women. 
The study revealed that majority of the Self-Help-Group (SHG) members were middle aged, 
married and belonging to nuclear families from backward castes. The impact was 45.59, 
employment was 112.48, the asset position of members after joining the self-help group was 53.43 
and the consumption change in member household was 25.8 percent. The regression analysis 
revealed that income of the members increased by 0.50 from one rupee investment, savings 
increased to Rs 4.92 and employment increased to the income by Rs 40.37. The finding also shows 
that the major constraints faced by members were conflicts among group members, improper 
savings or procedures involved and lack of training or skill up gradation as moderate problems. 
The work that analyzed gender-differences with respect to microfinance repayment-rates using a 
large global dataset covering 350 Microfinance Institutions (MFIs) in 70 countries, D’Espallier, 
Guerin and Mersland (2009) found that more women clients are associated with lower portfolio-
at-risk, lower write-offs, and lower credit-loss provisions, ceteris paribus. These findings confirm 
common believes that women in general are a better credit-risk for MFIs.  
Abdullah and Quayes (2016) used a panel of 892 MFIs over a period of 10 years, the study shows 
that increased proportion of women borrowers has a statistically significant positive impact on 
yield and financial performance of MFIs.  
Noreen and Saif (2013) examined the repayment problems of women borrowers of microfinance. 
A sample of 100 respondents comprising 20 groups was interviewed. The groups employed self-
selection of members so that a strong degree of promise, trust and consent exists among members. 
They reported limited amount of loan and procedural hurdles to be the two major problems in 
group loans. The strengthened social ties and trust in groups reduce the repayment problems to a 
large extent. In addition, the study noted that groups that were formed by the borrowers themselves 
had less repayment problems. Surprisingly, group members belonging to different levels of 
education and income groups had lesser repayment problems.  
Hossain and Mohd (2016) attempted to identify factors affecting financial sustainability of MFIs 
in Bangladesh applying an econometric research approach using an unbalanced panel data set of 
145 observations from 29 MFIs over the period 2008-2012 in Bangladesh. Among the 29 MFIs 
only 4 MFIs have found less than 100% FSS. The study found that capital assets ratio, operating 
expense and write-off ratio affect the financial sustainability of MFIs in Bangladesh. However, 
MFI size, age of MFI, borrower per staff members, ratio of savings to total assets, debt equity 
ratio, outstanding loan to total assets and percentage of female borrowers had no significant impact 
on financial sustainability of MFIs in Bangladesh during the study period. 
HO: The ratio of women borrowers does not affect financial sustainability of microfinance 
banks in Nigeria. 
METHODOLOGY 
This study covers a period of eight (8) years (2008 to 2015).Data required for this research were 
obtained from the latest database maintained by Microfinance Information Exchange (MIX), The 
National Bureau of Statistics in Nigeria and from The Central Bank of Nigeria (CBN). The MIX 
Market database has information on microfinance institutions around the globe and provides 
microfinance institutions such information to public and private funds that invest in microfinance, 
MFI networks, advisory firms, and governmental and regulatory agencies. Some data were also 
collected via statistical bulletin and annual reports from MFB administrators. The population of 
this research includes all the microfinance banks operating in Lagos Nigeria as at 2015 which are 
167. The researcher used filtering techniques to select the MFBs with the available data and that 
have been in operation for at least seven years. Panel data regression model was used to estimate 
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the relationship among the variables of this study which is deemed to have advantages over cross 
section and time series data methodology.  
Model Specification 
The model is presented as follows: 
 Fs (Xw) 
Fsit= Xit+ βiXwit+U 
Where: 
Fs= Financial Sustainability 
Xw=Ratio of women clients 
Financial sustainability is the dependent variable. 
Financial sustainability =   Total Assets 

        Total Liabilities 
The independent variable is Ratio of Women Clients and is measured as Number of female 
clients/Number of male clients 
Table 1 indicates that the mean value of RW is closely related to the median values showing that 
these data are symmetric. The mean is almost the same as the median. The mean value of RW 
(Ratio of Women Clients) is positive, this indicates that women are mostly served by the majority 
of the MFBs. Observing the standard deviation on the basis of the assertion that 60% of a normally 
distributed data set fall within the range of +1, it is observed that RW satisfies this condition: it 
has its standard deviation within the range. This is suggesting that RW is normally distributed. 
Observing the skewness of RW the value is equal to zero, showing that RW is truly a symmetrical 
data set. And also the kurtosis of RW is positive indicating a heavier tails than the normal 
distribution. This shows that on the basis of kurtosis RW is not normally distributed. 
 
TABLE 1 SUMMARIES OF DESCRIPTIVE STATISTICS 

  FS  RW   
 N  160  160 
 Mean  0.919969 4.530563 
 Media  0.662000 4.300000 
         
 Maximum 2.980000 9.000000 
 Minimum 0.006000 0.070000 
 
 Std. Dev. 0.690462 1.820039 
 Skewness 0.931735 0.316224 
 Kurtosis 3.039347 2.461369 
         
 Variance 0.473759 3.29184 
 Range         2.974       8.93 
 
 Sum  147.1950 724.8900 
 Sum Sq. 75.80139 526.6944 
 Dev. 

 Source: Researcher's computation using Eviews 9.5 
 
TABLE 2: RESULT 
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Random Effect             Fixed Effect  
C Coefficient Std Error     t-Statistic   Prob.      Coefficient Std Error   t-Statistic   Prob. 
RW 0.035623 0.029286    1.216385   0.0147** 0.030296   0.031609  0.958455   0.0396** 
R2 Square  0.659780          0.147737 
F-Statistic  1.801271          0.929140 
Pro(F-stat)  0.002323          0.565493 
Durbin-Watson 1.500691          1.635609 
** indicates significance at 5% level (i.e p<0.05) 
Source: Researcher’s computation using Eviews 9.5 
 
Discussion of findings 
HO: The ratio of women borrowers does not affect financial sustainability of microfinance banks 
in Nigeria. 
Hl: The ratio of women borrowers does affect the financial sustainability of microfinance banks in 
Nigeria. 
 
Table 2 shows the relationship between the ratio of women clients and financial sustainability of 
microfinance bank. The coefficient of RW is positive and statistically significant even at 5%. This 
confirms that for the study period 2008 up to 2015 the ratio of women borrowers of microfinance 
banks in Nigeria do have a positive relationship with their financial sustainability; holding all other 
variables constant, increase in ratio of women borrowers will increase the level of financial 
sustainability of microfinance banks in Nigeria. Therefore, the null hypothesis which states, the 
ratio of women borrowers does not affect financial sustainability of microfinance banks in Nigeria 
is rejected because the result of this study did not support the argument. 
This result is similar to that of D’Espallier, Guerin and Mersland (2009) where they found that 
more women clients are associated with lower portfolio-at-risk, lower write-offs, and lower credit-
loss provisions, ceteris paribus. The findings from this study corroborates that of Abdullah and 
Quayes (2016)study which shows that increased proportion of women borrowers has a statistically 
significant positive impact on yield and financial performance of MFIs. But, Hossain and Mohd 
(2016) result is not in consonance with the result of this study. They found out that percentage of 
female borrowers had no significant impact on financial sustainability of MFIs in Bangladesh 
during the study period. 
From the findings it was observed that the ratio of women borrowers has a positive impact on the 
financial sustainability of microfinance banks in Nigeria. MFBs should focus more on reaching 
female clients, as this will increase their level of financial sustainability. 
CONCLUSION AND RECOMMENDATIONS 
ILO (2007) cautions, from an institutional standpoint, MFIs may decrease the percentage of 
women clients as they move upmarket in search of better financial returns or even transform into 
commercial banks. The proven business case for targeting female borrowers must therefore be 
emphasized, while at the same time strengthening MFI strategies for reaching women. 
ILO (2007) goes ahead to enunciate strategies for advancing gender equality through 
microfinance; which include internal MFI gender mainstreaming, adjusting financial services to 
better address women’s needs, non-financial services, external marketing for community 
awareness, groups to strengthen women’s networks. 
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Abstract 
 
Steel is the key to industrialisation, economic development and the foundation of human 
advancement of any nation. Parastatals are organisations owned by the state whose activities are 
of a business in nature and which provide services or produce goods and have their own distinct 
management. Ajaokuta Steel Company Limited (ASCL) is a parastatal established in 1979 but 
which has not yet produced steel. This study looks at a single case in depth to cast light on 
impediments to socio-economic development in Nigeria. This study is to examine and understand 
why parastatals in Nigeria are on the face of it performing so poorly. Parastatals are critised for 
being ostensibly immersed with ethnicism, corruption, nepotism, patronage, clientelism, low 
accountability and transparency. These issues were explored in the context of Ajaokuta Steel; an 
enterprise that was substantially complete two decades ago but subsequently progressed no further. 
Ajaokuta Steel is an industrial giant meant to take the lead of industrialising, developing, and 
taking Nigeria and Africa from poverty and unemployment. To pursue this study the researcher 
employed mixed methods of research with interpretivism combined with a critical ambition and a 
case study as the main research strategy. The researcher used questionnaires and interviews to 
gather data. Theoretical framework based on neopatrimonialism was used to guide the researcher 
in the empirical work and in the study. The results showed that lack of political will, international 
and local politics, corruption, military interventions in politics are responsible for ASCL 
incompletion.  
 
Keywords: Neopatrimonialism, Clientelism, Parastatals 

 
1.0 Introduction 
 
Steel is the key that opens the doors of economic development, industrialization and it is the 
foundation of human advancement of any country. Steel company quickens economic, social and 
political growth; enhances national income earnings; bring important infrastructure and wealth to 
the rural areas and the per capita consumption of steel is a major index of national prosperity 
(Federal Republic of Nigeria, 2008). Per capita consumption of steel is one of the parameters for 
measuring development of a country (Mohammed, 2002). A nation’s military, economic, political 
powers and technological development are measured by its output and per-capita consumption of 
steel. Steel is used for power and gas development, boost the economy, thousands of jobs creation, 
development of manufacturing sector, development of infrastructure and investor appeal, among 
others. National security and pride that follow the establishment of steel are tremendous to be 
neglected (Chukwu, 2013).  Steel is used in every important industry: such as industrial energy, 
construction industry, automotive and transportation industries, infrastructure, packaging and 
machinery industries. In the transportation (road) sector, availability of flat sheets, spares for 
automobile industries will significantly reduce foreign exchange (Ocheri, et al., 2017). It is also 
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the main material used in delivering renewable energy such as thermal, solar and tidal power. The 
housing and construction sector is the largest consumer of steel today, using around 50% of steel 
produced (Agbu, 2007).  
Steel is important for economic competitiveness; national security; and is the backbone of bridges, 
skyscrapers, railroads, automobiles and appliances (Umunnakwe, 2009). Steel is an alloy of iron 
and carbon (Agbu, 2007). It requires Coal, Limestone and Iron ore as  raw materials to be refined 
to make steel. All these raw materials are present in Kogi State (Agbu, 2007). 
 
Parastatals also known as State Owned Enterprises (SOEs) are established ostensibly to provide 
social goods and services for collective and public use rather than for private gain (Ezzamel and 
Willmott, 1993). They are managed by the Chief Executives appointed by the government on 
behalf of the people (Mayston, 1993). African parastatals are to provide goods and services to the 
citizens of their countries (Adeyemo and Salami, 2008).While some are established essentially to 
make profits, others are established to provide essential services at a minimum cost to their 
citizens. They are separated from the regular bureaucratic ministry to enable them enjoy 
independence, take quick decisions and compete with their counterparts in the private sector 
(Babaita, 2001; Mwaura, 2007).  
Studies have shown, however, that commercial parastatals have failed to make profits but 
continued to draw resources from public funds. These studies have highlighted that: parastatals 
have disregarded the views of relevant stakeholders; government has dictated pricing policies to 
control inflation thereby distorting the market; governing board members have been mainly failed 
politicians; parastatals are bedevilled with inappropriate performance measurement and reward 
systems making them unattractive to ambitious professionals; parastatals suffer from a lack of  
management independence; and the decision-making process follows bureaucratic procedures 
which are slow and complex (Etukudo, 1997; Mwaura, 2007; Needle, 2004; Ugorji,1995).  
 
The problem is that while Nigeria is described as the giant of Africa (Agbiboa, 2012), there is 
nothing to take home about her steel industry. The ranking of countries that produce steel as 
published by the World Steel Association in 2016 and 2017 does not include Nigeria. The African 
countries whose names are there are South Africa, Egypt and others who are not named. How can 
Nigeria become a giant of Africa without steel and all its benefits?  
 
The objective of this study is to ascertain the reasons why ASCL which was established in 1979, 
and certified 98% completed in the 1990s has not started the production of liquid steel. This 
objective leads to the one and main research question of the present study: Why has ASCL 
experienced serious delays in steel production over the period from 1979 to date? 
The researcher was motivated to carry out into this topic due to high publicity given to ASCL issue 
on the pages of Nigerian daily newspapers which often carried various captions such as: “World 
Bank cautions Nigeria on outmoded steel mill” (Botha, 2002); “Ajaokuta: The story of a deadly 
conspiracy” (Samuel, 2003); “Mega Fraud at Ajaokuta” (Melah, 2007); “Ajaokuta: When a 
challenge defies a nation” (Ezeobi, 2008); “Massive Looting of equipment and property of 
Ajaokuta Steel Company Limited and National Iron Ore Mining Company, Itakpe” (House of 
Representative, 2009 Sec.7); “Nigeria: Why Ajaokuta Steel must be completed” (Inabo, 2010); 
“We can fix Ajaokuta Steel, NIOMCO with N650m” (Ofikhenua, 2010); and “Ajaokuta, the 31-
yr jinxed company” (Alao, 2010). The above captions motivated the study and investigation of 
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activities of ASCL in order to know why a parastatal established in 1979, about three decades ago, 
has not produced steel products as envisioned by the FGN.  
Most literature on governance of parastatals in Africa (Urgoji, 1995; Etukudo, 1997; Mwaura, 
2007) attribute corruption, inefficiency, and lack of profit as the reasons for SOEs’ non-
performance and recommend denationalisation of parastatals. They ignored the benefits of SOEs 
to the general public (Uddin and Hopper, 2003). This paper argues that instead of denationalising, 
appointments into SOEs should be on somebody’s integrity, faithfulness and honesty based on his 
or her track records. This is because both the private sector and public sector are disposed to 
corruption (Ugorji, 1995; Klitgaard, 1997; Anwar and Sam, 2006; Wanyama et al., 2009). 
Privatisation cannot cure corruption (Fitzsimons, 2009). Moreover, difficulty in having access to 
SOEs in Africa makes governance in parastatals to be under researched (see Etukudo, 1997; 
Agbiboa, 2012). One of these researchers gained access to ASCL through a labour union member 
who is a friend to the researcher. The result of the access to ASCL can be seen from the empirical 
findings of this study. Note also the contribution of the theory of neopatrimonialism to this study. 
The theory of neopatrimonialism presents a way of seeing governance in Africa. The theory of 
neopatrimonialism is used to explain the reason why there is socio-economic underdevelopment 
and political problems in developing nations (Roth, 1968). 
The remainder of this paper is organised into five sections. Section one is the introduction which 
examines steel and its benefits to Nigerians and beyound, the aims, motivation, and contributions 
of the study. Section two conceptualises Ajaokuta Steel Company Limited (ASCL), socio-
economic development, and the theoretical framework of the study while section three analyses 
the research methods. Section four looks at the results and discusses the findings. Section five 
provides the conclusion and recommendations of the study. 
2.0 Conceptual clarification  
The title of this paper is Ajaokuta Steel Company Limited (ASCL)’s non-completion: a setback to 
socio-economic development of Nigeria. The explanation of Ajaokuta Steel Company Limited 
(ASCL), Socio-economic development including the theoretical framework is important to this 
paper. 
 
2.1 Ajaokuta Steel Company Limited (ASCL) 
The plan to establish a steel industry in Nigeria started in 1958 (Mohammed, 2002; Okafor, 2007). 
However, western experts advised Nigeria to concentrate on agriculture (Mohammed, 2002; Agbu, 
2007) because of the high cost of technology and the accompanying infrastructural facilities; lack 
of skilled people to start a full-scale steel industry; and lack of local market for steel products 
(Agbu, 2007). However, because of Nigeria’s quest for development and wellbeing of her people 
decided to invite Soviet experts in 1967 for the establishment of Integrated Steel Company at 
Ajaokuta leading to the feasibility study in 1970 by Soviet’s steel experts (Agbu, 2007). 
Nigeria Steel Development Authority (NSDA) was established on the recommendation of the 
Soviet steel experts in 1971 to plan, construct and operate the steel plants; carry out geological 
surveys, metallurgical research, study the market, and undertake training of staff overseas 
(Mohammed, 2002; Agbu, 2007; Federal Republic of Nigeria, 2008). NSDA was dissolved by 
National Steel Council Decree No. 60 of 18 September 1979. This dissolution gave birth to 
Ajaokuta Steel Company Limited (ASCL) and to be supervised by the Ministry of Mines and Steel 
Development.  
Ajaokuta Steel is an industrial giant meant to take the lead of industrialising, developing, and 
taking Nigeria and Africa from poverty and unemployment. Ajaokuta Steel Company Limited 
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(ASCL) is located at Ajaokuta, in Kogi State, Nigeria. ASCL was established in 1979 by FGN to 
earn foreign exchange, stimulate economic growth and to provide materials for infrastructural 
development, technology acquisition, as well as employment generation and training of labour, 
income distribution and regional development (Miachi, 2001).  
ASCL has 17 major units which include: Sinter Plant, Coke Oven & By-Product Plant, Iron 
Making Plant (Blast furnace), Steel Making Plant, Billet Mill, Light Section Mill, Wire Rod Mill, 
Medium Section & Structural Mill, Thermal Power Plant, Forge & Fabrication Shop, Machines 
and Tools Shop, Foundry Shop, Power Equipment Repair Shop, Rubberising Shop, Lime Plant, 
Refractory Plant, and Oxygen Plant unit (NATE, 2009). All the units were 100% completed except 
Coke Oven & By-Product Plant which is 89. 91% completed; Iron Making Plant (Blast furnace) 
is 99% completed; Steel Making Plant is 99% completed; Lime Plant is 98% completed; 
Refractory Plant is 98% completed; and Oxygen Plant unit is 98% completed (NATE, 2009).  
ASCL was arranged to be completed in three phases. The first phase production capacity was 1.3 
million tonnes annually to produce long steel products for construction industry. The second phase 
was to produce 2.6 million tonnes annually meant for the production of flat steel products for 
manufacturing industry. The third phase was 5.2 million tonnes annually for the production of both 
long and flat of steel products (Mohammed, 2002b; Agbu, 2007). 
However, ASCL which was certified by experts to be 98% completed in 1994 (ASCL website, 
NATE, 2009) has not started the production of steel. The assessment of the state of readiness of 
ASCL carried out by the builder (Tyazhpromexport [TPE]) of ASCL in 2000 gave an estimated 
amount of US $460 million as the money needed to complete, rehabilitate, and commission the 
first phase of the steel plant (Agbu, 2007).  
In 2010, the former Minister of Mines and Steel Development, Mrs Alison Madueke, put the 
missing infrastructures to complete ASCL to include: completion of a rail line from Ajaokuta to 
Warri, dredging of the River Niger, linking of the Dolomite (Osara) and Limestone (Jakura) mines 
by rail, dredging and lowering of the Escravos bar (Warri), and the completion of the super-
concentrate plant and other auxiliary units (Madueke, 2010).  
A steel company like ASCL cannot, however, start production of steel until all the units are 100% 
completed and the missing infrastructures are put in place (Okoroanyanwu, 2008). The 
uncompleted units and the missing infrastructures represent the remaining 2% as put by experts 
(NATE, 2009) to start production of steel at ASCL. 
However, the former sole administrator of ASCL, Engr. Isah Joseph Onobere, stated that “From 
all our records so far, we’ve spent an estimated N658.8 billion ($4.67billion).  From the technical 
audit report of 2010 we need about N84.1 billion ($513million) to complete the Steel Plant. This 
is not yet negotiated. I believe it will come down by the time we negotiate” (Offiong, 2013). 
  
The first phase of 1.3m tonnes production capacity of steel per annum almost stopped completely 
in the mid-90s due to political instability, interference by the government and poor public services 
(Mohammed, 2002). ASCL was given in concession to Solgas Energy Limited (SEL) on 13 
October 2003 in order to rehabilitate complete, commission and operate the Steel Plant and recoup 
their investment within a period of 10 years, with the concession renewable for another 10 years 
(Agbu, 2007). SEL could not secure the funds required to reactivate and complete ASCL resulting 
in the termination of the contract in August 2004 (Agbu, 2007). On 13 August 2004 the FGN 
entered into another agreement with Global Infrastructure Holdings Limited (GIHL) for the 
reactivation, completion and operation of the ASCL (Agbu, 2007; Mohammed, 2008). The 
concession agreement was terminated by the FGN in April 2008 due to poor performance and 
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failure by GIHL to comply with the major provisions of the agreement (Mohammed, 2008). 
Following this termination, the FGN approved the constitution of an Interim Management 
Committee (IMC). The IMC was dissolved and a sole administrator appointed for ASCL on 14 
November 2012 (Ugeh, 2012). Ajaokuta Steel is an industrial giant meant to take the lead of 
industrialising, developing, and taking Nigeria and Africa from poverty and unemployment.  
2.2 Socio-economic development 
Development deals with the positive increase in the standard of living of people. It is improvement 
in people wellbeing. It may be social, economic, political, cultural, and psychological advancement 
of a society. A developed society then means a society where poverty, unemployment, and 
inequality are reduced to the barest minimum. Ighodalo (2012) describes development as 
empowering people to make choices, making people to participate in decisions that affect them, 
and to serve as the agent of change. Development is not ‘Manna’1 but got through great human 
efforts (Hyden, 1994 in Ighodalo, 2012. Development is to ensure that the natural resources are 
properly extracted and not allowed to deteriorate (see Ighodalo, 2012). Development cannot be 
attained in a country where there is corruption, disaster, or war.  
Social development means enhancement in infrastructural facilities (good roads, rails, and 
housing); good health care delivery system (availability of hospitals, clinics, doctors, and drugs); 
and good educational system (availability of well-equipped schools, teachers, lecturers, free or 
affordable education). Economic development means the upgrade of goods and services of the 
productive sector of a country. It is the improvement in the quality and quantity of goods and 
services delivered to an ordinary man. Todaro and Smith (2003) describe economic development 
as a means of generating and sustaining an annual increase of a country’s Gross National Product 
(GNP). It is the change involving the advancement of people’s welfare and capability in a country.  
Socio-economic development is the joining together of social and economic development. The 
signs of socio-economic development are satisfaction of basic needs (food, clothing, and housing), 
enhancement of the level of employment, GDP, improvement in the levels of education and quality 
of life (life expectancy), increase in national self-determination The signs of socio-economic 
development are satisfaction of basic needs (food, clothing, and housing), enhancement of the level 
of employment, GDP, improvement in the levels of education and quality of life (life expectancy), 
increase in national self-determination, meeting the needs of the present without jeopardising the 
needs of the future generations, accountable government and respect for human rights, increased 
freedom, and participating in the decisions that affect one’s life (see Ijere, 2014). Socio-economic 
development is driven by technology (Ewetan and Urchie, 2014). Neopatimonialism provides for 
substantively critical framework for analysing the condition of ASCL. The next section discusses 
neopatrimonialism as the theoretical framework of this study. 
2.3 The theoretical framework – Neopatrimonialism 
The theory of neopatrimonialism relates to under-development. Neopatrimonialism is a hybrid 
word. Neo is another word for legal-rational bureaucratic authority (Erdmann and Engel, 2007). 
Legal-rational bureaucratic authority is obedience not to a person but to an office as spelt out in 
the rules and other procedures governing an organisation (Wren and Bedeian, 2009).  Weber called 
this bureaucracy and described it as:   
 
           a management approach based on formal organisational structure with set rules and 
           regulations that relies on specialization of labour, an authority hierarchy, and rigid  
           promotion and selection criteria …an embodiment of efficiency, precision, speed,  

                                                           
1 Miraculous food – something obtained without effort (Collins Dictionary and Thesaurus, 2000). 
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           unambiguity, continuity, unity, and strict subordination (Ivancevich et al., 1994 p.49).  
 
The second word Patrimonialism is where loyalty is owed to those in authority and the exercise 
of public authority is to serve the personal pleasure of those in authority (Ikpe, 2000; Erdmann and 
Engel, 2007). Patrimonialism itself contains two words (Roth, 1968; Erdmann and Engel, 2007): 
First, Traditional authority which means authority that comes from tradition and custom based on 
hereditary succession to the throne and second, Personal authority which means loyalty based on 
material incentives and rewards. Under patrimonialism, the ruler is the owner of the citizens and 
whatever they own (Dubnick, 2002; Bovens, 2007). So there is no difference between the public 
and private realms as political and state offices are regarded as family fiefdoms operating through 
patron-client networks (Ikpe, 2000, Johnston, 2015). Patrimonialism is defined as: 
          a social and political order where the patrons secure the loyalty and support of the  
          clients by bestowing benefits to them from own or state resources (Nawaz, 2008 p.2). 
 
Nawaz (2008) defines neopatrimonialism as: 
         a system of governance where the formal legal-rational state apparatus co-exists and is  
         supplanted by an informal patrimonial system of governance (p.2).  
 
Erdmann and Engel (2007) maintain that neopatrimonialism makes the patrimonial authority to 
penetrate the legal-rational bureaucratic authority and “twists its logic, functions and output” 
(p.105). It is a threat to the society leading to underdevelopment. 
Clapham (1985) defines neopatrimonialism as: 

A form of organisation in which relationships of a broadly patrimonial type pervade a 
political and administrative system which is formally constructed on rational-legal lines 
and officials hold positions in bureaucratic organisations with powers which are formally 
defined but exercise those powers so far as they can, as a form not of public service but 
of private property (p.48).  

Neopatrimonialism has the following characteristics: (i) Clientelism: This is a relationship that 
results in give and take of public resources between the big man and small man for their personal 
benefits (Le vine, 1980); (ii) Patronage is a relationship that results in the distribution of favours 
to groups by leaders (Erdmann and Engel, 2007); (iii) Presidentialism is delegating only trivial 
decision-making functions by leaders to subordinates while they keep important ones to 
themselves (Bratton and van de Walle, 1997); (iv) Nepotism means giving appointments and 
promotions to those who the leaders have  relationship, or are familiar, with (Erdmann and Engel 
2007); (v) Prebendalism is when leaders take their political offices as inheritance and use personal 
discretion in decision making (Ikpe, 2000); (vi) Corruption is the misuse of authority given to 
someone for personal gain (Dike (2005); and (vii) Ethnicism is being loyal to one’s ethnic group 
than one’s country (Agbiboa, 2012).  
The decision to use the theory of neopatrimonialism as lens to capture why there is stagnancy in 
Nigeria socio-economic development is as a result of Transparency International’s (TI) constant 
rating of Nigeria as one of the most corrupt countries of the world (see TI from 2010 - 2016). 
Another reason why neopatrimonialism is used for the present study is because of the saying that 
Nigeria and indeed Africa is very rich in both human and natural resources but most of her citizens 
are living in abject poverty (Hope, 2005; Lawal, 2007; Uneke, 2010). 
African’s development, governance, and accountability are threatened and affected by 
neopatrimonialism supremacy (Akokpari, 2004; Erdmann and Engel, 2007). Neopatrimonialism 
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creates fiscal crises thereby making development difficult and also creates personal loyalty leading 
to undue favour to some people (Bratton and Van de Walle, 1994). The transfer of state resources 
to supporters due to personal loyalty leaves opponents in poverty thereby leading to societal crises 
and preventing honest people from climbing to power. These affect socio-economic development 
of a country (Bratton and Van de Walle, 1994; Nawaz, 2008). Neopatrimonialism provides limited 
accountability, destroys democratic accountability mechanism, monopolises government power, 
government in power controls the judiciary, limits access to resources and prevents the state from 
collecting her full revenue from taxes, because the appointment of revenue officers are based on 
patronage they are only accountable to their patrons (Nawaz,2008; Soest, et al., 2011). 
Neopatrimonialism makes leaders to run offices as family fiefdoms and makes it difficult for 
leaders to maintain proper books of accounts that will enhance accountability (Johnston, 2015). 
Neopatrimonialism makes the president to be above the law enjoying immunity and controls the 
state resources as if they were his own properties by jettisoning the state budget. Moreover, during 
the military regime there will be corruption as the constitution is suspended. They rule by force 
(decrees), promote ethnicism and patron/client relationship, oppress opponents, disregards human 
rights, gag the press and do not give accounts of their stewardship to the taxpayers (Ikpe, 2000). 
The hallmark of African regimes is neopatrimonialism where leaders lead by personal discretion 
rather than following the rules of law or ideas where people have respect for persons more than 
the office he/she occupies; and leaders occupy offices to acquire personal wealth and status rather 
than performance (Bratton and Van de Walle, 1994; Wren and Bedeian, 2009). Thus, 
neopatrimonialism explains why there is under-development, economic, and socio-political 
problems facing a society (Roth, 1968; Erdmann and Engel, 2007).  
The emphasis of neopatrimonialism on leader’s personal interest in governance is important as 
well as the focus on corruption on the analysis of ASCL. The theory of neopatrimonialism is to 
answer the question: Why has ASCL experienced serious delays in steel production over the period 
from 1979 to date? 
3.0 Research methods 
To have first-hand knowledge of what one is investigating, one has to be actively involved in the 
activity of what is being investigated (Burrell and Morgan, 1979). The current study used (i) 
Observation-In the case site, the researcher saw the administrative staff attending to their paper 
work and the production workers were sitting idle in their offices. Some of the idle workers were 
interviewed. 
(ii) Semi-structured interview-Interviews were recorded on a voice recorder, transcribed, 
highlighted, presented and analysed based on the issues that emerged out of the interviews.  
As the case of ASCL is a sensitive one, data were collected in two phases. The first visit was from 
December 2010 to March 2011. Sixteen people were interviewed in all. Thirteen stakeholders who 
are Chief Executive Officers (CEOs) of parastatals who know much about parastatals and ASCL 
and three ASCL management staff were interviewed. Each interview lasted for forty-five minutes 
and was recorded after permission was sought from the interviewee. The second visit was from 
December 2011 to February 2012. Seventeen people were interviewed in the second phase. Ten 
stakeholders and seven ASCL management staff were interviewed. In total, thirty-three people 
were interviewed and their voices recorded using a digital recorder after their opinions were 
sought. The recorded interviews were transcribed and the results written up. There were also 
informal discussions with several people that were not recorded. This is because some people did 
not want their voices to be heard. The breakdown of those interviewed is as shown in table 3.1 
below. 
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Table 3.1 List of Interviewees (first and second phases) 
Interviewees’ affiliations No. of interviewees in 

the first phase of 
interviews (December, 
2010 – March 2011). 

No. of interviewees in the 
second phase of interviews 
(December 2011 – 
February 2012). 

Total 

Journalist  2 1 3 
Civil servant 5 2 7 
Human right activist - 1 1 
Legal practitioner - 1 1 
Politician 1 1 2 
Political commentator, 
analyst and academic 

1 - 1 

Representative of UNDP, 
World Bank and non-
governmental Organisation 

- 1 1 

Chamber of Commerce (DG) 1 - 1 
Nigeria Labour Congress 
(NLC) 

- 1 1 

Academic 3 2 5 
ASCL Management Staff 3 7 10 
Total 16 17 33 

 
The interview schedule for the first phase of interviews has three parts. The first section of the 
schedule is directed to politicians from Kogi State where ASCL is sited. The second section 
questions are directed to other stakeholders (taxpayers/public)2 and the third section questions are 
directed to the management of ASCL. 
The interview schedule for the second phase of interviews has two parts: the first part of the 
interview schedule deals with other stakeholders (taxpayers/public). This part of the interview is 
divided into five themes which are: (a) Governance and Accountability in Nigeria; (b) Governing 
Board of Parastatal organisations; (c) Stakeholders; (d) Perspective on governance and 
neopatrimonialism; (e) Ajaokuta Steel Complex. The second part of the interview schedule is 
meant for the management and staff of ASCL. This part is broken down into four themes: (a) 
Governance and Accountability in ASCL; (b) Governing board of ASCL; (c) Privatisation; and 
(d) The ASCL stakeholders. The interview was brought to an end with the following question for 
both parts - other stakeholders (taxpayers/public) and management and staff of ASCL: “what do 
you think should be done to bring the needed change?” 
(iii) Analysis of documents -The following documents were collected from ASCL for this study: 
letters sent from the Ministry of Iron and Steel Development to ASCL, documents relating to 
government policies and pronouncements on ASCL. Others are parliamentary debates on ASCL, 
ASCL progress reports, ASCL accounting statements, ASCL CEO’s presentations to the 
governing board, Memorandum and Articles of Association of ASCL, internal and external 
documents, and labour union’s documents as regards ASCL. Other documents used for the purpose 

                                                           
2The taxpayers/public in this case are the civil servants, journalists, lawyers, academicians, doctors, and others who 
know much about parastatals. 
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of this study are newspaper reports and ASCL’s website. These documents back up interviews to 
build up validity.  
The use of theoretical framework in this study, analysis of documents and interviews confirm that 
triangulations have been reached. We shall now turn to empirical research findings. 
4.0 Empirical research findings 
For the purpose of analysis the interviewees were coded as follows. The 13 stakeholders 
interviewed in the first phase of interviews are coded as follows:  AA1, AA2, AA3, AA4, AA5, 
AA6, AA7, AA8, AA9, AA10, AA11, AA12, and AA13. In the second phase of interviews, 10 
stakeholders were interviewed and are coded as follows: AB1, AB2, AB3, AB4, AB5, AB6, AB7, 
AB8, AB9, and AB10.  
Again, the management of ASCL interviewed were coded as follows: the three management staff 
interviewed in the first phase are coded as: MA1, MA2, and MA3. The seven management staff 
interviewed in the second phase are coded as: MB1, MB2, MB3, MB4, MB5, MB6, and MB7. 
4.1 Results and discussions of research findings from interviews and documents 
Steel, a life blood of a nation. According to interviewee MB1, ASCL was established to produce 
steel; serve as the bed rock of Nigerian industrialization and economic development; and to 
provide jobs and revenue for the country. Similarly, interviewee MA1 posited that steel is a life 
blood of a nation and a country without steel is just like a human being without blood. Interviewee 
MB2 argued that a steel company generates employment; steel products are used to produce 
military weapons; steel products are used for building bridges, rail tracks and houses. Other 
benefits of steel products are economic competitiveness, national security; and it is the backbone 
of bridges, skyscrapers, railroads, automobiles and appliances (Umunnakwe, 2009). 
 
Lack of Political Will. Some interviewees argued that ASCL which was substantially completed 
in the 1990s has not been fully completed because, according to interviewee MA1, the priority is 
not there; interviewee MA2, lack of political will; and interviewee MA3 said lack of political will, 
international and local politics. Interviewee MA1 maintained that ASCL will be completed if FGN 
takes it as a priority and decides to fund it because it did borrow any money from anywhere to 
complete the project up to 98%. “Is it because of the remaining 2% that FGN will take loan?” 
Interviewee MA1 asked. Interviewee AA1 remarked that for ASCL to be completed there must be 
political will, patriotic zeal, and commitment on the part of the government because excess revenue 
from the crude oil can take care of that. Lack of political will is traced to the politicians’ self-
interest in seeking what is the best for themselves, families, friends and ethnic groups (Urgoji, 
1995; Balko, 2013). Mohammed and Yusuf (2004) argue that Nigerian leaders’ political will can 
only be stimulated if they place their love on their country above themselves, families, friends and 
ethnic groups.  
ASCL technology, an out-dated technology. Interviewee AA12 said the Soviet agreed to build 
Integrated Steel Company for Nigeria because they were looking for a place to dump their obsolete 
equipment. Some of the interviewees are of the opinion that it may be that the technology paid for 
may not be the one supplied. Other interviewees such as interviewee AB10 posited that the 
machines are obsolete, ought to be upgraded, and we don’t need such gigantic or massive 
technology. In 1990, according to interviewee AA1, Japanese experts were invited to assess the 
viability of ASCL. The Japanese experts suggested that the company should be dismantled for it 
to be revived. In 2001, Hacht Associates was invited through a privatisation agency to assess the 
workability of ASCL but reported that Ajaokuta was not worth it and that ASCL should be turned 
to a power generating plant (Ayorinde, 2012). In addition, the World Bank Chief, Nicholas Stern, 



96 
 

in July 2002 said, Soviet-era (1970s) technology is a drain on a nation’s resources (Botha, 2002). 
In the same vein, the United Kingdom Department For International Development (DFID) 
evaluated the economic viability of ASCL as marginal (Chukwu, 2013).  
However, interviewees MA2 and MA3 argued that Russian technology is a rugged technology and 
there is no way the USSR technology can be converted into USA technology after it has been 
substantially completed. The problem with ASCL, according to interviewees MA2 and MA3 may 
be because it is a Russian technology and not western technology. The USSR technology, 
according to MA1 and MA2, was used to produce iron rods and wires by GIHL between 2004 and 
2008 in the completed rolling units. In 2009, Nigerian Association of Technologists in Engineering 
(NATE) noted that technology, if it cannot meet the need of that time can be modified to suit the 
need of the moment and not totally jettisoned as some may suggest.  
Majority of the interviewees and technology experts argued that technology cannot be wholly 
jettisoned but modified to meet the need of the moment. The reason for saying ASCL technology 
is an out-dated technology could be to flood African countries with their steel products and to 
possibly advocate for another steel company to be built for Nigeria instead of ASCL. When people 
impose their personal interest on people for their personal gain, it is neopatrimonialism. Other 
interviewees are of the views that the technology that Nigeria paid for might have been short-
changed at the time of supply if it is really the technology at Ajaokuta is an out-dated technology. 
This may be done for personal gain. It is corruption which is in line with the argument of Sikka 
and Lehman (2015).  
International and Local politics. Interviewee AA1 stated that the world powers like USA and 
other European countries will not like any other products to compete with theirs in African 
markets. But interviewee AA13 asked “were there no international conspiracies before the 
company was 98% completed?” Interviewee AA6 however, argued that what is needed is a strong 
political will and patriotism because competition exists in all areas of human life both locally and 
internationally.  
The feud between Western bloc and Eastern bloc was also cited by some interviewees as the reason 
why ASCL was not completed. This, according to the interviewees, may be the reasons why many 
European countries and western agencies are describing ASCL technology as drains on resources 
and its economic viability as minimal. On the other hand, the former Soviet Ambassador to 
Nigeria, Vladimir Snegirev, in 1983 declared that: 
                we agreed to build this project for your country at a time when no other country  
                in the world wanted to” (Alli-Ballogun, 1988 p.623).  
 
This statement suggests that ASCL is experiencing a challenging time. 
The condition of ASCL on the other hand as mentioned by the interviewees is prompted by local 
politics. This is because those importing steel products are afraid of being thrown out of business. 
All these are contributory factors working against the completion of ASCL.  
Military interventions in politics. Military regimes in Nigeria, according to interviewee AA13, 
are responsible for ASCL problems as they do not give representation to any people. Interviewee 
AA13 maintains that various military regimes made ASCL a conduit pipe through which resources 
allocated to ASCL in the budget are siphoned. For example, a dedicated and special account 
amounting to $12.4 billion being the excess revenue from the crude oil sold during the Gulf War 
in 1991 with the Central Bank of Nigeria (CBN) depleted to $200 million in June 1994 (Apter 
2005; Agbiboa, 2012). The fund, according to Apter (2005) and Agbiboa (2012), was meant for 
three major special development projects which are the Shiroro Hydro-Electricity project, ASCL 
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and National Iron Ore Mining Company (NIOMCO), Itakpe. The account and its content were 
discovered when the FGN set up a panel headed by Dr. Pius Okigbo in 1994 to investigate the 
activities of the CBN and to recommend measures for the re-organisation of the apex bank 
(Nnochiri, 2012; Tsa, 2012). General Ibrahim Babangida, however, said that the $12.4 billion 
meant for the completion of ASCL and two others was not stolen but used for regenerative 
investment and critical infrastructure such as building of Abuja City and Lagos Third Mainland 
Bridge (Daniel, 2015). 
Moreover, General Sani Abacha, according to scholars, fronted a debt buy-back involving ASCL 
in 1996, by withdrawing the sum of $2.5 billion from the Central Bank of Nigeria (CBN) meant 
to settle the debt owed the Tiazhpromexport of Russia for building ASCL. He negotiated with the 
Russians for a debt buy-back in which he gave $500 million to the builders of ASCL and took $2 
billion (BBC NEWS, 1998; Oyediran, 1998; Obadina, 1999; Daniel and Freeman, 2007; 
Agubamah, 2009; and Administrator, 2011).  
These actions by the military affected the completion of ASCL. Various amounts set aside for the 
completion of ASCL were either removed out rightly or misappropriated by the military without 
accountability. This is prebendalism (a characteristic of neopatrimonialism) where a leader takes 
his political office as inheritance and use personal discretion in decision making (Ikpe, 2000). 
Military regimes give no room for criticisms and accountability (Brinkerhoff and Goldsmith, 
2002). 
 
Location of ASCL. ASCL was located at Ajaokuta after feasibility studies were carried out by the 
Russian steel experts (Mohammed, 2002; Agbu, 2007). Interviewee AA5 posited that all the 
relevant natural resources for the siting of a steel industry are available in Kogi State.  
However, Agbu (2007) argues that ASCL was located at Ajaokuta by political permutation of 
politicians. For this reason, interviewees AA1, AA2, AA3, AA5, AA7, AA8, AB1, AB2, AB3, 
AB6, AB7, AB9 and AB10 considered the location of ASCL as one of the reasons for its non-
completion. Agbu (2007) earlier agreed with Mohammed (2002b) that Ajaokuta was a feasible 
location for the steel as recommended by the Russian steel experts that undertook the feasibility 
study and that the needed raw materials are available in Ajaokuta (Oyeyinka and Adeloye, 1988; 
Agbu, 2007). Since independence in 1960, those in leadership positions are interested in siting 
public projects in the areas where they come from (Agbiboa, 2012). Ethnic preferencing is one of 
the characteristics of neopatrimonialism. It is where a leader prefers to take a parastatal to 
notwithstanding the suitability of the environment and the availability of the needed raw materials 
for the industry (Akinola, 1988; Iyoha, 2008; Salawu and Hassan, 2011; Agbiboa, 2012). 
Dissolution of Nigeria Steel Development Authority (NSDA). NSDA was established in 1971 on 
the advice of the Russian steel experts that built ASCL (Federal Republic of Nigeria, 2008). 
However, NSDA was dissolved in 1979 and the Ministry of Mines and Steel Development became 
ASCL’s supervisory Ministry (Mohammed, 2002). After the transfer of ASCL to the ministry: 
            a lot of activities were then haphazardly embarked upon; lots of inflated  
            subsidiary projects were being simultaneously chased (Mohammed 2002b, p.1). 
 
The action by politicians to make the Ministry of Mines and Steel Development the supervisory 
ministry of ASCL may on the face of it suggest that they intended to interfere in ASCL’s activities 
and to neopatrimonialise ASCL. This will make the ministry to take over the decision making on 
ASCL thereby side-lining the steel professionals in NSDA. The NSDA was established on the 
advice of Soviet steel experts. In Singapore, a similar independent body, Temasek Holdings 
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Limited (THL) was set up for parastatals, which controls and directs them, and gives account to 
Singapore people (Anwar and Sam, 2006).  
Corruption. Interviewee MB4 argued that corruption is the enemy that is withholding the 
completion of ASCL and said it is the greed of technocrats who are not patriotic. He further 
contended that corruption was exhibited while drafting the concessional agreement with Global 
Infrastructure Holdings Limited (GIHL) that made no provision for the input of the office of 
Attorney-General of the Federation (AGF). Interviewees AA1, AA2, AA6, and AB1 pointed out 
that the process of concessioning ASCL to GIHL is fraudulent and GIHL manifested that fraud 
through the cannibalisation and vandalization of plants and equipment, and lack of maintenance 
of equipment. 
The Pohang Steel Company Limited (POSCO) of India which is the 10th largest steel company in 
the world today is said to be state owned, have similar design, and took off almost at the same 
period with ASCL but ASCL is yet to be completed (Okafor, 2007). This is linked to corruption. 
Dr Mohammed Sanusi who is the secretary-general of African Iron and Steel Association (AISA) 
remarked that the cost of the first phase of ASCL which was originally put at $1.5 billion has now 
gulped about $6 billion and yet to be completed. He remarked that a contract that is supposed to 
cost the government five million naira will be corruptly tripled to fifteen million naira in Nigeria 
(Kadiri, 2012).  
Interviewees argued that the concessional agreement between FGN and GIHL was done without 
the input of the Attorney-General of the Federation. This is considered to be fraudulent and with 
the intention to evade accountability. Where a decision is taken secretly without people’s 
involvement, it is neopatrimonialism (Brinkerhoff and Goldsmith, 2002). This is in agreement with 
the previous studies which maintain that ASCL is in its present condition because of inflated 
contracts and ministerial mishandling (Alli-balogun, 1988; Mohammed, 2002; Kadiri, 2012). 
 
5.0 Conclusion and recommendations 
The central question is: “why has ASCL experienced serious delays in steel production over the 
period since 1979 to date?” The following emerged as the reasons why ASCL has not been 
completed based on the documents consulted and interviews conducted: (i) lack of political will; 
(ii) ASCL technology, is an out-dated technology; (iii) international and local politics; (iv) military 
interventions in politics; (v) corruption; (vi) location of ASCL; (vii) dissolution of NSDA; (viii) 
inconsistency in government policies. The theory of neopatrimonialism has been used as a search 
light to discover what ASCL is experiencing. Neopatrimonialism is based on the principles that 
people in authority convert public resources for personal use. 
The industrialisation of a country depends on its access to iron and steel. Many benefits will accrue 
to Nigeria if ASCL is completed. It will generate employment for the people of the country and 
will help in the diversification of Nigerian economy from mono-cultural economy to multi-cultural 
economy. It will be complementary to oil (Petroleum) which today is the major income earning 
resource to Nigeria. ASCL, if completed, will be a source of revenue to the company, will generate 
electricity, brings incomes to individuals who buy and sell steel products, revenue in form of 
taxation will accrue to the government and Nigeria will earn foreign exchange. Nigerians and 
beyond use steel products for building houses; manufacturers of cars use steel to produce cars, and 
cooking utensils, agricultural implements, military weapons, bodies of planes and ships are 
products of steel. It will enhance the industrial development of Nigeria by making small scale 
industries to spring up selling spare parts, roofing sheets and other steel products for building 
houses. Good and quality schools will be established in and around the steel complex. The steel 
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company will be a source of social activities integrating diverse cultures and tribes thereby 
exposing Nigeria to the outside world for good.  
From the foregoing, it is recommended that: Leaders should exercise political will and courage to 
complete ASCL. Leaders should be consistent in their policies and monitor their implementations. 
Government is a continuum and therefore a new government should continue with the projects 
initiated and embarked upon by the previous government. The military should face their 
constitutional duties. Political offices should be made less attractive to Nigerians; ASCL, if not 
privatised, should have a supervising agency other than the Ministry of Mines and Steel 
Development to avoid interference. Leaders should avoid sentiment and ethnicity.  Ajaokuta steel 
complex can be completed by the Nigerian government from the Sovereign Wealth Fund, Excess 
Crude Account, or the money recovered from the financial crimes looters. 
The decision to limit the study to ASCL without comparing it with a similar organisation is a 
limitation of this research. The circumstances surrounding ASCL necessitate a holistic and an in-
depth study to unearth the reasons for stoppage of work for over two decades ago. Also the 
limitation of non-comparison with similar organisation is due to time factor, lack of resources, and 
difficulty in gaining access to parastatals. With the foregoing shortcomings of case study, to 
generalise the findings of this study may not be appropriate. 
This study contributes to the literature on corruption in Nigeria. The existing literature is on 
advanced countries which have environments and cultures much different from developing 
countries like Nigeria. It was not easy to gain access to ASCL to interview the staff. This is in 
addition to the fact that research in the public sector is neglected by academics and practitioners 
alike (Pallot, 1992). The theoretical framework of this study relates to developing countries. It is 
most suitable to the case under investigation.  
Further research may look at two or more cases. The theory of neopatrimonialism could be used 
to compare ASCL with other parastatals or private steel companies in Nigeria. The researcher can 
also investigate in-depth into the international communities’ connections with ASCL’s case and 
international agencies suggestions concerning ASCL. 
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Abstract 
 
The study was designed to explore the mediating effect of entrepreneurial Skills on the relationship 
between supportive environment and entrepreneurial career preference among university students 
in Nigeria. The study used structural equation modelling Smart-PLS (2.0) to analysis the data 
obtained from a sample of 395 final year students cross six universities to test the hypotheses. The 
study established a significant positive association between internal supportive environment and 
the students’ entrepreneurial career preference. However, the study found no significant 
association between external supportive environment and the students’ entrepreneurial career 
preference. In addition, the study established that entrepreneurial skills significantly mediate the 
association between internal supportive environment, external supportive environment and 
students’ entrepreneurial career preference. The study provided suggestion for future research. 
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1. Introduction 
 
Entrepreneurial career has been recognized as an integral part for the economic growth and 
development of any nation (Carland&Carland, 2010; Henry, Hill, & Leitch, 2005; Matlay, 2009). 
It is an essential element for national development, through the economic growth across the world 
absolutely impacted by the emergence entrepreneurial activities (Fayolle, Benoit &Narjisse, 2006; 
Hattab, 2014).Accordingly, supportive environment plays an essential role in promoting 
entrepreneurial skills, competencies and attitudes in several ways which in turn encourages 
potential entrepreneurial career preference. Equally, supportive environment is considered as the 
most effective means of implanting entrepreneurial culture by developing students’ entrepreneurial 
skills; and thereby increasing the supply of future graduate entrepreneurs (Jones, Miller, Jones, 
Packham, Pickenell, &Zbierowski, 2011; Sesen, 2013).  
In the recent years, attention has been focused on entrepreneurial career as leading economic factor 
for creating job opportunities, economic growth, wealth creation, poverty reduction, and positive 
social development (Ethugala, 2011; Kelley, Singer, & Herrington, 2012). However, Rae, 
Penaluna and Dhaliwal (2011) argue the need for universities to develop in their graduates an 
entrepreneurial mind-set, skills and experience as part of their program of study. Hence, the aim 
of this study is to empirically investigate the mediating role of entrepreneurial skills on the 
relationship between supportive environment and students’ entrepreneurial career preference 
among university graduates. The study also provides statistical inference on the direct relationships 
supportive environment and students’ entrepreneurial career preference and makes suggestions for 
future research. 
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2. Literature review 

Entrepreneurial career preference is described as a mental process that orientates the individual’s 
decision to become an entrepreneur (Boyd &Vozikis, 1994; Gupta &Bhawe, 2007). It is seen as 
conscious and precise decision made for preference of entrepreneurship as an alternative career 
option (Moriano, Gorgievski, Laguna, Stephan &Zarafshani, 2012).Accordingly, entrepreneurial 
career preference is frequently influenced by a various factors such as the dynamic career 
environment, individual traits, financial aspects, educational elements, family related issues and 
role models (Liñán, Rodríguez-Cohard, & Rueda-Cantuche, 2011; Kroon & Meyer, 2001; Zhang, 
Duysters&Cloodt, 2013). 
 
On the other hand, entrepreneurship education is seen as sequence of activities which targets to 
empower individual to promote and improve entrepreneurial skills, knowledge, values and 
indulgent that allow a wide variety of problems to be defined, analysed and resolved (Neck& 
Greene, 2011; Peterman & Kennedy, 2003). Subsequently, entrepreneurial skillspromote 
entrepreneurial intentions and stimulates entrepreneurial awareness, which can be leveraged to 
discourse numerous subjective norms and resource barricades to entrepreneurial activities 
(Draycott& Rae, 2011; Jones, et al., 2011; Packham, Jones, Miller, Pickernell, &Brychan, 2010; 
Verheul, Thurik, Grilo, & van der Zwan, 2012). In fact, there are substantial evidences supporting 
the positive link between entrepreneurial skills and new venture creation (Gorman, Hanlon & 
King, 1997; Martin Cruz, Rodriguez Escudero, Barahona&Leitao, 2009; Peterman & Kennedy, 
2003; Pittaway& Cope, 2007; Seet&Seet, 2006). 
Supportive environment is described as a combination of factors surrounding the business 
atmosphere that play a significant part in the promotion of entrepreneurial activities and 
entrepreneurial career preference (Franke &Luthje, 2004; Valliere& Peterson, 2009). Several 
studies reported that supportive environment in form of favourable regulatory, cognitive and 
normative institutions positively influence the rate of business start-ups and entrepreneurial career 
activities in an economy (Bruton, Filatotchev, Chahine, & Wright, 2010; Engle, 
Schlaegel&Dimitriadi, 2011; Falck, Heblich&Luedemann, 2012). Hence, this study proposed a 
model in which entrepreneurial skills play a critical mediating role (see Figure 1) in relationship 
between supportive environment and entrepreneurial career preference. Hence, the development 
of the following hypotheses: 
H1: Internal supportive environment will be positively related to students’ entrepreneurial career 
preference. 
H2: External supportive environment will be positively related to students’ entrepreneurial career 
preference. 
H3: Internal supportive environment will be positively related to entrepreneurial skills. 
H4: External supportive environment will be positively related to entrepreneurial skills. 
H5: Entrepreneurial skills will be positively related to students’ entrepreneurial career preference. 
H6: Entrepreneurial skills mediate the relationship between internal supportive environment and 
students’ entrepreneurial career preference. 
H7: Entrepreneurial skills mediate the relationship between external supportive environment and 
students’ entrepreneurial career preference. 
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Figure 1: Hypothesized model 
 
3. Method 
3.1 Participants and procedures 
In this study, a stratified random sampling technique was applied to select a sample of 395 final 
year students from a variety of academic arena including; agricultural science, business, 
engineering and technology across six universities in the Northern Nigeria. The survey was 
conducted within 2015/2016 academic session using questionnaire forms which were personally 
administered to the respondents by the researchers and some faculty members at each of the six 
universities. Table 1 presents the demographic profile for the respondents of the study. 
Table1 
Demographic Profile of the Respondents (n = 432) 
Demographic variable Category Frequency Percentage (%) 
Age 18-29 

30-39 
40-49 
50 & above 

327 
58 
8 
2 

82.79 
14.68 
  2.03 
  0.50 

Gender Male 
Female 

261 
134 

66.08 
33.92 

Area of study Business 
Agriculture 
Engineering 
Technology 

182 
90 
44 
79 

46.08 
22.78 
11.14 
20.00 

Occupational experience Self-employed  
Civil servant 
Working for others 
Apprenticeship 
Never employed  

89 
61 
44 
42 
159 

22.53 
15.44 
11.14 
10.63 
40.25 

 
3.2 Measures 
3.2.1 Entrepreneurial career preference 
Entrepreneurial career preference is operationalized as the conscious and precise decision made 
for preference of entrepreneurship as career (Moriano, et al., 2012). The entrepreneurial career 
preference was measured using 12 items adapted from the work of Moy Jane, Vivienne, Luk Philip 
and Wright (2003). However, the construct was initially measured using 12 items (Jane, et al., 
2003) but here in this study the eleventh item “I prefer entrepreneurial career to recognize and 
exploit business opportunities” and twelfth item “I prefer entrepreneurial career to develop new 
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ideas, innovations and initiatives” were divided into two items each because of their double barrel 
nature. 
 
3.2.2 Internal Supportive Environment 
Internal supportive environment is operationalized as university supported programs that play 
important roles in the development of students’ entrepreneurial activities and entrepreneurial 
career preference as an alternative career option (Parnell, Crandall, &Menefee, 1995). In this 
study, we adapted 5 item of internal supportive environment from Turker, Onvural, Kursunluoglu, 
and Pinar, (2005). Though, some items in scale were slightly modified to reflect the current area 
of the study (Nigeria) rather than the place of its origin (Turkish). In addition, the second item in 
the original measures “my university provides the necessary knowledge and support about 
entrepreneurial career” was divided into two separate items to avoid double barrel question. 
 
3.2.3 External Supportive Environment 
Operationally, external supportive environment is a combination of external factors surrounding 
the business environment which play significant part in the formation and promotion of 
entrepreneurial career and entrepreneurial activities in a society.The scales used for measuring 
external supportive environment in the study were slightly adapted version used by Turker, et al., 
(2005). However, items two and three of the original measures “Taking loan from banks is quite 
difficult for graduate entrepreneurs” and “state laws are unfavourable for running a business” were 
modified to positive questions so as to tally with the other questions and to avoid misleading the 
respondents. 
 
3.2.4 Entrepreneurial skills  
Entrepreneurial skill is operationalized as individual student’s ability to develop a concept and a 
business plan, perform environmental scanning and opportunity recognition; and networking 
(Chen, Greene & Crick, 1998). In this study, entrepreneurial skills were measured using six items 
also which were adapted fromLiñán (2008). However, item four “I have the leadership and 
communication skills to manage my own business” and item six “I have the networking skills and 
professional contracts to establish and manage my business” were divided into two items each 
because of the double barrel nature of the items.  Table 2 presents the summary of the measures 
and sources. 
Table 2 
Summary of Measures of Variables 
Variables No. of items Cronbach’s alpha Sources  
Entrepreneurial career preference 14 0.78 Jane, et al., (2003) 
Internal Supportive Environment 5 0.88 Turker, et al., (2005) 
External Supportive Environment 5 0.86 Turker, et al., (2005) 
Entrepreneurial skills 8 0.92 Liñán (2008). 

 Note: All variables were measured on a 5-point Likert scale. 
3.3 Data Analysis   

A multivariate data analysis was conducted using Smart-PLS (version 2.0) to evaluate the 
measurement model and to test the formulated hypotheses of the study.The PLS-SEM technique 
was used in the study for its ability to evaluate the entire measurement model as a whole and 
analyse the association between the independent variables and the dependent variable; and their 
measures (Hair, Black, Babin, & Anderson, (2010).  The study applied PLS-SEM algorithm to 
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evaluate the measurement model and the structural model was evaluated using PLS-SEM 
Bootstrapping; and the results were reported as such. 
4. Results 
4.1 Measurement Model 
Measurement model was used to assess the validity and reliability of the construct measures using 
PLS-SEM Algorithm (see Figure 2). Accordingly, Hair, Hult, Ringle, and Sarstedt, (2013) 
recommend that validity and reliability index are the two main standards used in PLS-SEM 
analysis to evaluate the goodness of measurement model. The results in table 3 indicates the 
composite reliability of the latent constructs which ranges between 0.81 to 0.84 for the all the latent 
constructs; thus fulfilled the suggested level of 0.70 and above (Hair et al., 2010). In addition, the 
result shows that average variance extracted (AVE) stands between 0.52 to 0.53 which are all 
exceeded the threshold level of 0.50, thereby sustaining the convergent validity for all the latent 
constructs (Hair et al., 2013). 

 
Figure 2: PLS-SEM Algorithm 
Table 3 
Indicators Loading, Internal Consistency and Average Variance Extracted (AVE) 

Construct Indicator Loading Composite Reliability AVE 
Entrepreneurial career preference ECP 09 0.630 0.81 0.52 
 ECP 10 0.683   
 ECP 13 0.813   
 ECP 14 0.744   
Entrepreneurial Skills EES 04 0.756 0.82 0.53 
 EES 05 0.687   
 EES 06 0.734   
 EES 07 0.737   
Internal Supportive Environment INT 01 0.751 0.82 0.53 
 INT 02 0.804   
 INT 03 0.732   
 INT 04 0.822   
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 INT 05 0.455   
External Supportive Environment EXT 01 0.769 0.84 0.53 
 EXT 03 0.766   
 EXT 04 0.667   
 EXT 05 0.707   

 
Furthermore, the result in table 4 displays the AVEs (diagonal side in bold) and the squared of 
inter-construct correlations (off the diagonal side). The result established that all the AVEs values 
are greater than the values of squared inter-constructs correlations; thus satisfied the requirement 
for discriminant validity. Hence the study confirmed the reliability and validity of the latent 
variables (Hair, Sarstedt, Ringle, & Mena, 2012). 
Table 4 
Square Root of AVE and Correlation of Latent Variables 

 1 2 3 4 

Entrepreneurial career preference 0.721    

Entrepreneurial Skills 0.318 0.729   

Internal Supportive Environment 0.112 0.203 0.729  

External Supportive Environment 0.191 0.172 0.440 0.725 

 
4.2 Structural Model 
The structural model was assessed in this study using path coefficient and the R2 value (Hair, et 
al., 2010). PLS-SEM bootstrapping was used at 5000 sub-sample to establish the significance of 
the path coefficients in the study (see Figure 3). The results in table 6 and 7 display the outcomes 
of the hypotheses test, path coefficients, t-values and p-values. 

 
 
Figure 3: PLS-SEM Bootstrapping 
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Table 5 Path Coefficients and Hypotheses Testing (Direct Relationship) 
Hypothesis Path Beta Standard 

Error 
T-value P-value Decision 

H1 INT-> ECP 0.146 0.060 2.428 0.01** Supported 
H2 EXT -> ECP -0.012 0.068 0.177 0.43 Not supported 
H3 INT -> EES 0.102 0.054 1.889 0.03* Supported 
H4 EXT -> EES 0.158 0.057 2.759 0.00** Supported 
H5 EES -> ECP 0.295 0.058 5.087 0.00** Supported 

Note: **Significant at 0.01 (1-tailed),*Significant at 0.05 (1-tailed). 
 

Hypothesis 1 predicts a positive relationship between internal supportive environment and 
entrepreneurial career preference. Accordingly, the result in table 5 discloses that there is a positive 
and a significant relationship between internal supportive environment and entrepreneurial career 
preference (ß = 0.146, t = 2.428, p < 0.01); hence, H1 is supported. In contrary, the result shows no 
significant relationship between external supportive environment and entrepreneurial career 
preference (ß = -0.012, t = 0.177, p <0.43); therefore, H2 is not supported.In addition, the result 
also reveals that a positive and significant relationship exist between internal supportive 
environment and entrepreneurial skills (ß = 0.102, t = 1.889, p <0.03); thereby the result indicates 
support for H3.Similarly, the result indicates that the relationship between external supportive 
environment and entrepreneurial skillsis positively significant (ß = 0.158, t = 2.759, p < 0.00); 
henceforth supporting the H4. Furthermore, the result submits that there is a positive and a 
significant relationship between entrepreneurial skills and entrepreneurial career preference (ß = 
0.295, t = 5.087, p < 0.00); therefore, H5 is hereby supported. 
 
Table 6 Path Coefficients and Hypotheses Testing (Indirect Relationship) 

Hypothesis Path Beta Std. Error T-value P-value Decision 
H6 INT -> EES -> ECP 0.033 0.016 1.99 0.02* Supported 
H7 EXT -> EES -> ECP 0.052 0.022 2.34 0.01** Supported 

Note: **Significant at 0.01, *Significant at 0.05. 
 

Table 6 above, displays the results of indirect association between independent latent variables 
and the dependent latent variable through a mediating variable as assumed in hypothesis 6 and 7 
of the study. Hypothesis 6 assumed entrepreneurial skills mediate the relationship between internal 
environment and entrepreneurial career preference, the result discloses the t-value of 1.99 (ß = 
0.082, p < 0.00) is higher than threshold of 1.64 and above at 0.05 level of significance (Hair et 
al., 2010); hence H6 is supported. The result in relation to H7 shows t-value of 2.34 (ß = 0.052, p < 
0.01) on association between external environment and entrepreneurial career preference using 
entrepreneurial skills as mediating variable. This t-value is greater than threshold value of 1.64 
and above at 0.05 level of significance (Hair et al., 2010), demonstrating that entrepreneurial skills 
mediate the association between external environment and students’ entrepreneurial career 
preference.  
5. Discussions 
The study was designed to empirically test the mediating effectof entrepreneurial Skills on the 
association between supportive environment and students’ entrepreneurial career preference. The 
study was conducted using a sample of final year students from different faculties across six 
universities in the northern Nigeria.The descriptive analysis of the respondents showed that 
majority were at the age bracket between 18 to 29 years (83%), while those at the age bracket of 
30 and above constituted 17%; male respondents represented about 66% of the total respondents 
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and female counterpart represented 34%. In this study, 46%of the respondents are studying 
business, 23% agriculture, 20% technology and 11% engineering. In addition, 40% of the 
respondents were never employed; 23% were self-employed; 15% were civil servants while 
working for others and apprenticeship accounted for 11% each. The descriptive analysis 
establishes that the respondents provide sufficient variance for the study of this nature. 
 
As predicted, the result in relation to the H1 was found to be positively significant; hence 
empirically the result supported H1. This result coincides with the findings of the previous studies 
that argue supportive environment positively influences entrepreneurial career preference (Engle, 
et al, 2011; Falck, et al., 2012). In contrary, the result reported no significant association between 
external supportive environment and students’ entrepreneurial career preference. In addition, the 
result demonstrates internal supportive environment impact positivelyon entrepreneurial skills; 
therefore, supporting H3. Similarly, previous studies reported favourable institutional environment 
promotes entrepreneurial skills (Engle, Dimitriadi, Gavidia, Schlaegel,Delanoe, Alavarado, He, 
Buame, & Wolff, 2010;Manolova, Eunni, &Gyoshev, 2008; Reynolds 2011). Furthermore, the 
result submits that entrepreneurial skills positivelyinfluence the students’ entrepreneurial career 
preference; consequently, H5 is thereby supported. This result is also in line with the several 
previous studies demonstrating the influence of entrepreneurial skills on entrepreneurial career 
preference (Abdulai, 2015;Block, Hoogerheide&Thurik 2011; Engle, et al, 2010; Giacomin, 
Janssen, Pruett, Shinnar, Llopis& Toney 2011;Hattab 2014; Hussain &Norashidah, 
2015;Iakovleva, Kolvereid& Stephan, 2011; Molaei, Zali, Mobaraki& Farsi, 2014;Rae & 
Woodier-Harris, 2013). 
 
Accordingly, the result highlighted on the analysis of the indirect relationships as hypothesized in 
H6 and H7 of this study. The finding reveals that entrepreneurial skills can mediate the relationship 
between institutional supportive environment and the students’ entrepreneurial career preference; 
hence H6 is hereby established. In addition, the finding also reveals that entrepreneurial skills can 
significantly mediate the relationship between external supportive environment and the students’ 
entrepreneurial career preference; indicating the acceptance of H7. Therefore, these suggest that 
the impact of supportive environment on students’ entrepreneurial career preference can be 
enhanced by providing the students with the necessary entrepreneurial skills as an intervening 
factor. 
6. Conclusion 
The aim of the study was to empirically investigate the impact of supportive environment and 
entrepreneurial skills on students’ entrepreneurial career preference. Empirically, the findings 
reveal a strong positive association was found between internal supportive environment and 
students’ entrepreneurial career preference. These findings are in covenants with previous studies 
which also show supportive environment positively influences students’ entrepreneurial career 
preference. However, in contrary the findings reveal no significant association between external 
supportive environment and students’ entrepreneurial career preference. Furthermore, the findings 
reveal that associations between supportive environment and entrepreneurial skills; and 
entrepreneurial skills and entrepreneurial career preference were found to be statistically 
significant. In addition, entrepreneurial skills were statistically found to mediate the association 
between supportive environment and students’ entrepreneurial career preference. Henceforth, the 
implications for entrepreneurship researchers and educators are to find and adopt teaching methods 
that boots students’ entrepreneurial skills which in turn enhances the students’ entrepreneurial 
career preference. 
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Abstract 
 
Emerging trends on Entrepreneurship education has continued to be a focus of fostering 
entrepreneurial interest and raise the attitudes of school leavers especially university graduates to 
start their own businesses in Nigeria. The believed is that through entrepreneurship education, 
school leavers will go out and create careers as entrepreneurs. This triggered educational policy to 
introduce entrepreneurship education into the curricula of tertiary institutions in Nigeria.  In view 
of this, Nigerian Federal and State Colleges of Education, Universities and Polytechnics started 
offering entrepreneurship education to their students as a way of creating awareness and 
encouraging future graduates to consider starting their own business ventures on graduation. The 
goal of introducing entrepreneurship education is in line with that of the National Policy on 
Education (FRN, 2013) which emphasized on developing intellectual capacity and values for the 
individual survival that will provide enabling environment to acquire both physical and intellectual 
skills for self-reliance and becoming useful members of the society. Based on these, the study 
wishes to investigate the emerging trends on entrepreneurial innovation: skills acquisition of 
Nigeria Certificate in Education N.C.E graduates and way forward. The study has nine objectives 
and five. Survey design method was used for the study.  
 
Keywords: Emerging Trends, Entrepreneurial Innovation, Skills Acquisition, N.C.E Graduates  
 
INTRODUCTION  

Emerging trends in Business education is an integral part of vocational education, that 
gives training to individuals for the acquisition of practical skills and knowledge needed for 
employment  in both public and private sectors and also for self-reliance. Owing to the change in 
labour market needs, changes in technology, there is therefore the need for business education 
curriculum to be reviewed in order to meet these current societal needs. Some of subjects in 
business education as noted by Igbinoba, (2008) are shorthand, typewriting, office practice, record-
keeping, word processing, secretarial duties, business methods, office practice, business law, 
computer appreciation/ application, consumer education, Financial Accounting, Auditing, taxation 
etc. These Programmes provide the necessary skills and knowledge needed for employment in the 
area of business in the office as well as self employment.  

The emerging trends in entrepreneurship education is used interchangeably with 
entrepreneurship training and skill acquisition and innovation. Conceptually, entrepreneurship 
education refers to a specialized educational programme that impacts entrepreneurship skills and 
develops in the learner the passion to start-up and carries out a business venture successfully. It 
therefore follows that entrepreneurship education is designed to inculcate competencies, skills and 
values needed to recognize business opportunities and start new business ventures. According to 
the European Commission Communities (2006), entrepreneurship education refers to knowledge 
and skills that enable learners to turn ideas into action, promotes their creativity, innovation and 
risk taking abilities, as well as their ability to plan and manage projects in order to achieve 
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objectives. Mauchi1, Karambakuwa, Gopo, Kosmas, Mangwende, & Gombarume (2011) 
explained that entrepreneurship education is the process of providing learners with skills and 
knowledge to recognize commercial opportunities and the ability to act on them. Thus, 
entrepreneurship education inculcates knowledge to do with identifying something new, 
promoting students’ creativity, innovative abilities, beliefs and requisite skills to be successful 
entrepreneurs.   
  Entrepreneurship skills are dynamic social skills needed to be successful entrepreneurs.  
These skills make individuals to become successful entrepreneurs or entrepreneurial thinkers.  The 
skills enable individuals, solely or in collaboration with others to identify possibilities and utilize 
them to transform ideas into practical and goal-oriented activities in a social, cultural or economic 
context.   Entrepreneurship skills involve a range of attributes, such as creativity, team work, risk 
management, and ability to handle uncertainty in a business venture. Scholars such as Kuratko 
(2005) and Famous & Okafor (2010) identified leadership, negotiation, creative thinking, exposure 
to technology, opportunity identification, idea generation and protection, tolerance, ability to 
tackle challenges at different entrepreneurial stages, ability to write and communicate business 
plans, new venture development, ability to diagnose business performance, networking and 
mentorship, environmental analysis, computer and simulation skills, invention and innovation as 
entrepreneurship skills.  

In Nigeria, educational stakeholders and scholars both agree that the educational system 
has influence on the knowledge base, the achievement of skills, competences and attitudes on 
which future career aspiration of graduates are based. Considering that education is essential to the 
future of the individual, the school has the responsibility to inform and expose students to a wide 
range of career options, including entrepreneurship. Programmes in tertiary institutions widely 
acknowledged the importance of entrepreneurship education and its systematic incorporation into 
the curriculum. Scholars believed that, through effective entrepreneurship education, graduates 
will acquire the skills and knowledge needed to start and grow up new businesses. Thus, 
entrepreneurship education is endows graduates with skills capable of influencing their attitudes 
towards entrepreneurship in Nigeria. Scholars such as Reynolds, Hay, & Camp (1999) and 
Sánchez (2010) observed that entrepreneurship education provides graduates with a sense of 
independence and self-confidence, makes them to be aware of alternative career choices and 
provide them with knowledge that can be used to actualize new entrepreneurial opportunities.  
Accordingly, based on the forgone, the researchers intend to find out the influence of 
entrepreneurial education on skills acquisition and attitudes of universities graduates towards self 
reliance in Nigeria is to be conducted.  
Statement of the Problem 

Despite the introduction of entrepreneurial education in colleges of education and tertiary 
institutions necessary for the subsequent take off venture among the NCE graduates, the rate at 
which it fosters the attitude of graduates towards considering entrepreneurship for self reliance is 
not encouraging. As a result, the rate of unemployment among graduates of NCE in Nigeria is 
increasing.   

Interaction with students revealed that curriculum implementation tends to inadequately 
equip them with the intricacies of managing across the range of functions in business organization. 
The landscapes that will lead to realization of the objectives of entrepreneurial education are not 
translated into practical realities during the process of policy implementation. This probably 
explained why Adamu (2010) lamented that, most university graduates lack skills to work across 
boundaries on complex, interrelated problems needed for successful entrepreneurship. These have 
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affected the expansion of pool of entrepreneurial talent needed to develop and manage new 
business ventures upon graduation in Nigeria.  As a result, massive graduates of business education 
are waiting for white collar jobs rather than starting their businesses for their self reliance. These 
have led to increase in over dependency in white collar jobs which led to increase in the rate of 
unemployment among the university graduates in Nigeria. The resent research by the National 
Bureau of Statistics in Nigeria shows that the rate of unemployment in Nigeria is 50%.  

The nature of entrepreneurship education given to students in Nigerian universities gives 
room for concern. There is general complain of inadequate funding, poor state of infrastructure in 
universities and dearth of experienced entrepreneurship teachers that will cope with the challenges 
of the new curriculum. All these affect the realization of the objectives of entrepreneurial 
education.  According to Obeleagu-Nzelibe and Moruku (2010), the state of funding and 
infrastructure in the Nigerian university system is embarrassing. Apart from those specific to 
universities (as Academic Staff Union of Universities, ASUU, has argued in several negotiations 
with the Federal Government) there are those of infrastructure, such as electricity, roads and 
telecommunications network, that generally affect the attitude of university students towards self 
reliance upon graduation. Considering that the unpleasant situations the goal of the 
entrepreneurship education is not yielding the desire objectives becomes the major problem of this 
study which the researcher wishes to investigate using empirical evidence.   
Objectives of the Study 
The study wish to:-  
1. Determine the emerging trend of entrepreneurial innovation on NCE graduates skill acquisition and 

way forward in Nigeria. 
 

2. Establish the emerging trends of entrepreneurial innovation on NCE graduates skill acquisition of 
entrepreneur skills to identify business opportunities in Nigeria. 

 

3. Examine the emerging trends of entrepreneurial innovation on NCE graduates skill acquisition of 
entrepreneur skills for creativity and innovation to initiate business in Nigeria. 

 

4. find out the emerging trends of entrepreneurial innovation on NCE graduates skill acquisition of 
entrepreneur skills for marketing strategies in Nigeria. 

 

5. establish the emerging trends of entrepreneurial innovation on NCE graduates skill acquisition of 
entrepreneur skills for personal/operational of business organisation in Nigeria. 

 

Theoretical Framework 
The study is based on the theory of capital resources by Nyerere (1968) and Busia (1968). 

The theory considers education as a context that prepares individuals for a future which is not open 
to them. The proponents of the theory maintained that purposeful education for can provide skills 
necessary for NCE graduates to make use of their acquired human capital resources in their own 
countries. The choice of this theory was based on consideration that educational training is capable 
of inculcating competencies, skills and values that will stimulate entrepreneurial zeal among 
graduates to be self-reliance. The bottom line for the choice of this theory is that entrepreneurship 
education is capable of equipping students with skills that will foster entrepreneurship spirit and 
develop in them the attitude to start up businesses for self reliance upon graduation.  The theory 
had support of Uwameiye & Osunde (2000); Adenipekun (2004) and Bhandari (2006) who all 
opined that entrepreneurship education helps students develop skills and attributes that allow them 
to be innovative and to identify, initiate and successfully manage personal and work opportunities, 
including working for themselves.   
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The theory has gained worldwide recognition in countries such and USA, France, 
Germany, Britain and Nigeria to mention a few. As Fayolle (2004), Bhandari (2006) and   Prince 
& Okafor (2010) rightly observed, more educational institutions now offer a wide range of 
entrepreneurship programmes and training. This theory, according to Akhuemonkhan and Raimi 
& Sofoluwe (2013) suggests that the more favourable the attitude and subjective norms is and the 
greater the perceived behavioural control is, the better the objective of the training is achieved. 
Agreeing with this theory, the Federal Ministry of Education directed that entrepreneurship 
education be included as part of the curricula of the universities, polytechnics and colleges of 
education through the National Universities Commission (NUC), National Board for Technical 
Education (NBTE) and National Commission for Colleges of Education (NCCE) effective from 
2007/2008 academic session (ILO, 2010; Gabadeen and Raimi, 2012). 

The increased interest in this theory by scholars in Nigeria, specifically business educators 
scholars like Ibrahim (2010); Sani (2010); Udoh (2010); Adamu, Umar, Amoor and Magaji (2012) 
and Adamu, Adamu & Bashir (2012) all opined that when students/learners are sufficiently 
motivated to have high need for achievement in life through entrepreneurship education, there is 
the greater tendency for them to set up their own businesses after graduation. 

In summary, this study is based on the theory which states that entrepreneurship education 
improves the ability, capability and potentials of individuals to undertake risks for which economic 
benefits are assured.   The theory perceives entrepreneurship education as the training that 
stimulates school leavers to take calculated risk for which future stream of benefits are guaranteed, 
and people taking big risks have to contend with great responsibilities.   

Information Technology and its Implication to Business Education    
IT has impacted greatly on the business education curriculum; hence the need to adapt and 

operate in accordance with the dictates of the change or else the business education curriculum 
would become obsolete. Innovations in every sphere of life bring about a change in needs, which 
invariably affect the curriculum in use at that period. If the curriculum for such a programme must 
be reviewed to cater for the emerging new needs, it would require finance. It is important to note 
that a careful study of the NCCE minimum standards that has been in use since 2012 for the award 
of NCE in business education, and the one given by Nigeria University commission to graduate 
students in business education in Universities are no longer adequate for preparing business 
education graduates. For example, the curriculum content for teaching courses like business 
communication is still manual oriented instead of being computer oriented. There are also course 
such as office practice whose skills have become out-dated; which would need be revisited and 
repositioned to achieve the objectives of the modern world of work. The need for the trainer to be 
taught with up-to-date and comprehensive curriculum to meet technological changes cannot be 
overemphasized. Therefore, the need for Integration of elements of IT with business education 
courses, like information creation, mail handling, information storage and retrieval as well as note 
taking and transcription. The inadequate or lack of IT equipment training/retraining of lecturers 
and scarcity of funds for effective equipment, maintenance and provision of necessary supplies 
and consumables are problems which should be addressed before IT integration into business 
education curriculum will become effective and meaningful. Komolafe (2005) gave some positive 
effects IT has on the business education graduates these includes: helping to shape business world 
in many ways, enhances speed and accuracy, increased job opportunities by providing additional 
career areas, and it leads to better decision making: because it is easier to collect, analyze and make 
information available more effectively and speedily. Inclusively were also some negative impacts 
which Komolafe (2005) cited as including:   
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(a) Manual skills and knowledge threatened by the change to computerization.      
(b) Change in the office operations may lead to resistant behaviour. (c) It has made secretarial 
function become a job for every tom, dick and harry as everybody can now perform some 
secretarial duties with the aid of IT gadgets.   
Despite the negative impacts, the positive impacts still outweigh them all. If the curriculum is 
carefully reviewed the negative impacts will to some extent be dealt with.     
Challenges of Information Technology on Business Education   
Adebayo (2006) in Adeshina T j & Aliyu M (2012) opined that there are some problems that must 
be urgently looked into for IT to be sustained in order to play its proper role in the advancement 
of all areas. Some of the known problems include the following:   
(a) Constant power failure, which damages equipment,  
(b) High cost of equipment installation, 
 (c) Cost of maintenance and repairs,  
(d) Non-availability of capable technicians to maintain or repair the equipment, 
 (e) Lack of up-to-date library facilities, 
 (f) Absence of enough information technology oriented courses in the secretarial or office 
education curricula.  

Business education at the NCE level is meant to train an individual to develop special skills 
to enable him/her to work in an office or to teach at the secondary school. If the business 
education graduate would take the option of working, the secretaries will work directly with 
chief executives in organizations or ministries. A well trained secretary is the image maker 
of the organization; simply put, human relations officer. In most establishments, the first 
officer visitors meet on entry into any office is the receptionist. Every official activity of the 
secretary affects the public image of the organization he/she works in. Olowo (2000) is of 
the opinion that “It is paramount to redefine the curriculum content of business education in 
the light of emerging IT which is making the business education graduates to face an 
international competition; now that the whole world has become a global village. From the 
above assertions, therefore, for a business education graduate to be relevant in this “new 
world” of work, he/she must be information technology literate, hence the need to revisit the 
existing curriculum. Nwosu (1999) in a related study carried out said that there was no 
relationship between job preparation in schools and on the job activities. He observed that, 
word processing had not been given sufficient timing, and even the time allotted is not 
properly utilized. This is not unconnected with inability by those who offer the programmes 
to procure computers for the course, or power failure to enable the usage as and when the 
time comes.  It  is  important  to note that, not much attention is given to the practical when 
training in shorthand and word processing. This has contributed in some way to the failure 
rate being experienced. This is the reason for which some had advocated for the removal of 
shorthand from the business education curriculum especially with the invention of ICT. It is 
important to note that, the consensus of opinion has it that, dictation machines would not 
replace shorthand entirely, but would continue to be used to a large extent to enhance the 
teaching and learning. Igbinoba (2008) stated that, “changes in the office environment would 
increase the demand for business education graduates who are adaptable and versatile. 
Nevertheless, job opportunities will be best for business education graduates with extensive 
knowledge of software applications”. The computer aspects of the curriculum need to be 
enriched and not limited to computer application introduced at the 1st semester of the 3rd 
academic session. Many arguments have been made in favour of IT in modern offices. 
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Ekpenyong (2003) is of the opinion that the traditional teaching emphasis on chalk and talk 
be shifted to that of applying the resources provided by IT. The office practice also needs 
enhancement to reflect the technological advancement taking place in the present day office.    

Research Methodology 
The design adopted for the study will be descriptive survey design.  This design allows the 

researchers’ to collect data and subject the item to statistical analysis. The choice of the design is 
based on the advice of Amechi (2003) who stated that when a study involves a population or a 
sample of respondents from whom information is obtained either verbally or through 
questionnaire, the ideal design to be adopted is the descriptive survey design.  Considering that the 
study involves the use of sample and questionnaire, the researchers consider the design appropriate 
for the study. 

 
Conclusion   
If the objectives of business education are anything to go by, the recipients are expected to 

advance on their chosen career throughout life. In other words, they are to remain relevant in their 
chosen business career. This occupation is highly dynamic, lucrative and enormous. The 
introduction of IT has impacted positively upon business education, hence, the change in the way 
things are done in the offices of this 21st century. The resultant implication now suggests that, 
anyone that must acquire business education skills, knowledge and attitude must be computer 
literate, highly skillful and innovative, and should demonstrate how to utilize and develop IT in 
order to remain relevant in the modern day world of work.  
Recommendations 

1. Government should encourage tertiary institutions in Nigeria to establish entrepreneurial 
training partnership with business organizations, private investors, state and local 
governments and other relevant stakeholders; these will help to foster the attitude to 
graduates to engage in entrepreneurial activities in the country. 

 
2. Tertiary institutions in Nigeria should be mandated to establish Entrepreneurship 

Education Centre. The Centre should be equipped with all the modern facilities which 
could enrich the students with both theoretical and practical skills.  This will help to provide 
students with practical skills needed for successful business management. 

 
3. Self reliance of students should become reference points for the strategic development of 

the curriculum by taking into account that a modern, dynamic society is driven by new 
knowledge, new technologies, and new information and communication skills that will 
encourage students to engage in entrepreneurial activities. 

4. The curriculum content of entrepreneurship taught to students in all disciplines in 
educational institutions in Nigeria should be the same. This would help to harmonize the 
learning experience and understanding of students regardless of institutions and 
disciplines.  
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Abstract 
 
While a considerable amount of research has consistently established significant positive relations 
between entrepreneurial orientation and small and medium enterprises’ performance, there is a 
paucity of research examining the fundamental processes behind this relationship. To address this 
theoretical gap in the literature, this study examined the mediating role of organizational learning 
in the relationship between entrepreneurial orientation and SME performance. Based on survey 
data collected from 193 SMEs, located in Kano metropolis, findings suggested that entrepreneurial 
orientation was significantly associated with SME performance. Furthermore, the results indicated 
that the relationship between entrepreneurial orientation and SME performance is mediated by 
organizational learning. The implications of the results for explaining the performance of SMEs 
are discussed. 
 
Keywords: entrepreneurial orientation, organizational learning, SME performance 
 
Introduction 
 
Over the past two decades, the construct entrepreneurial orientation (EO) has enjoyed a remarkable 
popularity as many researchers focused on disentangling the mediating mechanisms through which EO 
affects various organisational performance indicators Lumpkin and Dess (1996). For example, Alegre and 
Chiva (2013) found that organizational learning capability mediated the relationship between 
entrepreneurial orientation and innovation performance of Italian and Spanish firms. Al-Dhaafri, Al-Swidi, 
and Yusoff (2016) established that total quality management plays a mediating role between entrepreneurial 
orientation and the organizational performance. Li, Huang, and Tsai (2009) found knowledge creation 
process to be a significant intervening variable between entrepreneurial orientation and firm performance. 
Drawing data from 213 small scale food firms in Norway, Veidal and Korneliussen (2013) showed that 
effect of entrepreneurial orientation on performance is mediated by organisational innovation. Furthermore, 
in German context, a study by  Kollmann and Stöckmann (2014) established that both exploratory and 
exploitative innovations mediated the link between entrepreneurial orientation and performance. 
 

 
Despite large research effort in identifying and examining the fundamental reasons why entrepreneurial 
orientation affects organisational performance, empirical examination of organizational learning as 
mediator between EO-SMEs performance relationship is limited. However, notable exception is Real, 
Roldán, and Leal (2014) who found empirical evidence for the mediating role of organizational learning in 
the relationship between entrepreneurial orientation and business performance. The present study differs 
from Real et al. (2014) in the following ways. First, while the present study focused on the performance of 
small and medium enterprises in Nigeria (African context), Real et al. (2014) focused mainly on Spanish 
industrial companies (western Europe context). Secondly, more than 50% of the sampled firms in Real et 
al. (2014) were large firms having total sales revenue between €10 million and €50 million, compared to 
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the present study, which included small and medium enterprises whose sales revenues were far less than 
that of the former. 
 
The purpose of the present study was to re-examine organizational learning as a mediator of the relationship 
between entrepreneurial orientation and SME performance in Nigerian manufacturing industry. Towards 
this objective, the reminder of this paper is organized as follows. Section 2 reviews the theory and literature 
on link between entrepreneurial orientation and SME performance, as well as the mediating role of 
organizational learning behind this relationship. The research method employed in study has been described 
in this section 3. The findings of the study are then presented in section 4. Finally, section 5 discussed the 
findings of the study in terms of its implications. 
 
Literature Review and Hypotheses Development 
 

Entrepreneurial Orientation and SME performance 
Entrepreneurial orientation has been defined as “a processes, practices, and decision-making activities that 
lead to new entry opportunities that can be successfully undertaken by purposeful enactment (Lumpkin & 
Dess, 1996, p. 136). A comprehensive review of literature conceptualized entrepreneurial orientation as 
either unidimensional or multifaceted construct (for review see Covin & Wales, 2012; Rauch, Wiklund, 
Lumpkin & Frese, 2009). For the sake of simplicity and parsimony this study adopted unidimensional 
approach in conceptualizing entrepreneurial orientation. Empirical studies have shown that entrepreneurial 
orientation was positively related with SME performance (Pearce, John, Fritz & Davis, 2010; Real et al., 
2014; Schepers, Voordeckers, Steijvers & Laveren, 2014; Wang, 2008; Wiklund & Shepherd, 2005; Zhang 
& Zhang, 2012). Specifically, Pearce et al. (2010) demonstrated that entrepreneurial orientation had a 
significant and positive relationship with SME performance. In the same vein, Wang (2008) found a 
significant positive relationship between entrepreneurial orientation and performance of 213 medium-to-
large UK firms. In a study involving 130 SMEs in the north-east of China, Zhang and Zhang (2012) found 
that entrepreneurial orientation has a positive effect on business performance. Besides the aforementioned 
empirical studies, several other works have established as significant positive relationship between 
entrepreneurial orientation and SME performance in different research contexts. Based on aforementioned 
empirical studies we therefore advanced the following hypothesis: 
 
Hypothesis 1: Entrepreneurial orientation will be positively related to SME performance. 
 
Organizational learning as a mediating variable 
What is the fundamental mechanism behind the influence of entrepreneurial orientation on SME 
performance? One possible answer to this research question lies in the realm of organizational learning. 
Theory and empirical research suggests that organizational learning play an important role in mediating the 
relationship between entrepreneurial orientation and SME performance (Barney, 1991; Real et al., 2014). 
We argued that organizational learning represents a fundamental reason why entrepreneurial orientation 
influences SME performance. Specifically, entrepreneurial orientation will be related to business 
performance through organizational learning. Thus, we argued that entrepreneurial orientation will initiate 
organizational learning ability which will subsequently lead to superior SME performance. Based on this 
logical explanation and prior research, we advanced the following hypothesis: 
 
Hypothesis 2: Organizational learning will mediate the positive relationship between entrepreneurial 
orientation and SME performance. 
 
 
 
Methods 
Research Design and Analytical strategy 
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Given the longitudinal research design engulfs time and financial resources, the present study employs a 
cross-sectional research design in which the data were analysed and interpreted statistically, while drawing 
conclusions about the study’s population at one point in time (Punch, 2005; Sekaran & Bougie, 2010).  
Partial Least Squares path modeling in conjunction with SmartPLS software 2.0 (Ringle, Wende & Will, 
2005) was used to test the hypotheses.  
 
Procedure and Sample 
We employ a convenience sampling to collect data for this study using self-administered questionnaires 
that were distributed to 200 SMEs operating in manufacturing industry within Kano metropolis in Nigeria. 
Specifically, the questionnaires were completed by CEOs and senior level managers in these firms because 
we believe that they have a clear picture of their entire firm (Kraus, Rigtering, Hughes & Hosman, 2012). 
To increase the response rate, the questionnaires were sent along with a cover letter that ensured the 
anonymity of the participants.  Of the 200 questionnaires sent, only 193 were completed by the participants, 
which yielded a response rate of 97%. In terms of demographic profile of the 193 participating SMEs in 
this study, 10.9 percent were sole proprietorship, 36.8 percent were partnership form of business 
organisation and 52.3 percent were incorporated as limited liability companies. .  Regarding the firm size, 
4.7 percent of the participating firms employ less than 50 employees, 51.8 percent employ between 50 and 
99 employees and 21.2 employ between 100 and 249 employees. Twelve percent of the participating firms 
employ between 250 and 499 employees, and the remaining 9.8 percent employ 500 or more employees. 
In terms of industry of the participating firms, 22.3 percent were operating in Food and beverages industry, 
8.3 percent operate in packaging/containers industry, 10.4 percent operate in metal and metal products 
industry. Additionally, about 45 percent operate in printing and publishing industry, another 7.3 percent 
were into agro-allied business, and 2.6 percent operate in building materials. Finally, 4.1 percent of the 
participating firms were regarded as those that operate in other industries not indicated above. 
 
Measures 
Entrepreneurial orientation. We adapted nine items from the works of Covin and Slevin (1989) to measure 
entrepreneurial orientation. The items in this scale reflect the three core dimensions of entrepreneurial 
orientation, namely: risk taking, innovativeness, as well as proactiveness. Ratings were completed using a 
seven-point Likert scale ranged from 1 = strongly disagree to 7 = strongly agree. Sample item are: “Our 
firm is very often the first business to introduce new products/services, administrative techniques, operating 
technologies, etc in dealing with competitors”. “Our firm has a strong proclivity for high-risk projects (with 
chances of very high returns)”.  
 
Organizational learning. Organizational learning was assessed using a four-item Organizational learning 
scale developed by García‐Morales, Llorens‐Montes, and Verdú‐Jover (2006). Participants were asked to 
respond to the items regarding the degree to which their firms are learning organization. Ratings were 
completed on 7-point Likert scale (1 = “significant disadvantage to 7 = “significant advantage). Sample 
item are: “Members of our firm have acquired some critical capacities and skills over the last three years”. 
“Our firm is a learning organization”. 
 
SME performance. We used six-items to assess a wide range of SME' performance indicators. Out of the 
six items, five were adapted from the work of Powell (1995), and the remaining item was drawn from Baker 
and Sinkula (1999). Ratings were based on a seven-point Likert scale ranged from 1 = strongly disagree to 
7 = strongly agree. Sample item was: “Over the past 3 years, financial performance of our firm has exceeded 
our competitors”. “Over the past 3 years, our revenue growth rate has exceeded our competitors'”. 
 
Results  
The PLS path modeling estimation results are structured according to the measurement model and structural 
model. Furthermore, measurement model results (Table 1) are based on the indicator reliability, internal 
consistency reliability, convergent validity, and discriminant validity (Chin, 2010; Wong, 2013). On the 
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other hand, the structural model results are assessed based on the significance of path coefficients, level of 
R-squared values, and the predictive relevance of research model (Henseler, Ringle & Sinkovics, 2009).  
 
Measurement Model 
Following Hair, Hult, Ringle, and Sarstedt (2014), indicator reliability was established by examining the 
outer loadings of each construct’s measure; and a loading between 0.40 and 0.70 should be retained. As 
indicated in Table 1, of the 19 items in the measurement model, only 6 items were deleted due to loadings 
below 0.40. Hence, the remaining 13 items with loadings between 0.72 and 0.95 suggest adequate indicator 
reliability. We then established internal consistency reliability by inspecting the composite reliability of 
each construct’s measure. Methodologically, internal consistency reliability is said to be established if 
composite reliability of each construct’s measure is .70 or higher (Bagozzi & Yi, 1988). Again, the results 
of the measurement model Table 1 suggest adequate internal consistency reliability because the composite 
reliability co-efficient of each construct’s measure exceeded the threshold of .70.   
 
Table 1. Results of Measurement Model 

Latent variables/items  Loadings 
Composite 
reliability 

Average variance 
extracted 

Entrepreneurial orientation  0.92 0.69 

EO01 0.73   
EO02 0.73   
EO07 0.89   

EO08 0.89   

EO09 0.89   

Organizational learning  0.90 0.76 

OL01 0.95   
OL02 0.93   

OL04 0.72   

SME performance  0.88 0.60 

FP01 0.75  
 

FP02 0.78  
 

FP03 0.78  
 

FP05 0.76  
 

FP06 0.79     
 
To establish the convergent validity of each construct’s measure, Average Variance Extracted (AVE) 
should be 0.5 or higher (Bagozzi & Yi, 1988). Following Bagozzi and Yi (1988), the AVE values of each 
construct’s measure in Table 1 exhibited high loadings above .50, which indicates adequate convergent 
validity. Finally, discriminant validity is established using Fornell and Larcker’s (1981) criterium, if square 
root of AVE of each latent variable is greater than the correlations among the latent variables. As indicated 
in Table 2, the square root of AVE of each latent variable is greater than the correlations among the latent 
variables, as such, discriminant validity has been established. 

Table 2. Results of Discriminant Validity 

  
Entrepreneurial 

orientation 
Organizational 

learning 
SME performance 

Entrepreneurial orientation 0.83   
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Organizational learning 0.82 0.87  

SME performance 0.55 0.56 0.77 

Note. Entries shown in bold face represent the square root of the average variance extracted. 
 
Structural Model 
Following Hair et al. (2014), we estimated structural relationships among exogenous latent variable, 
mediator variable and endogenous latent variable on the basis of significance of the coefficients, coefficient 
of determination (R2), as well as predictive relevance of the model (Q2 values). We also applied 
bootstrapping with 5000 resamples to generate to generate standardized path coefficients, standard errors, 
t-values, as well as p-values.  We further applied Preacher and Hayes (2004) procedures for estimating 
indirect effects in simple mediation models. In the first step, we ascertained the total effect of 
entrepreneurial orientation on SME performance without including a mediator variable organizational 
learning. In the second step, we tested our simple mediation model to show how entrepreneurial orientation 
affects SME performance via organizational learning. Table 3 and Table 4 reported the standardized path 
coefficients obtained in each of the step together with R2, and Q2 values.   

 
Table 3. Results of Structural Model  

Hypotheses Relations Beta SE t-value p-value Findings 

 Step 1:      

H1 EO -> SME performance 0.57 0.05 12.31 0.000 Supported 

 Step 2:      

H2 
EO  ->  OL -> SME 
performance 

0.354 0.061 5.793 
0.000 Supported 

 

Total 
Effect 

 Mediation 
Effect   

R2  0.32  0.34   

Q2  0.19   0.20     

Note: * p < .05, ** p < .01, *** p < .001 

EO = Entrepreneurial Orientation, OL = Organizational learning, SE = Standard Error 

 
Total effect of Entrepreneurial Orientation on SME performance  
As indicated in Table 3, and Figure 1, the total effect model explains 32% of the total variance in SME 
performance. Hence, the  R2 value of 0.32 can be considered acceptable (Falk & Miller, 1992). Table 3 and 
Figure 1 demonstrates Q2 value of 0.19, which suggests adequate prediction relevance of the direct effect 
model (Henseler et al., 2009).  With regard to the estimates of the path coefficients, it could be recalled that 
Hypothesis 1 stated that entrepreneurial orientation will positively related to SME performance. As can be 
seen in Table 3, the positive effect of entrepreneurial orientation on SME performance was found to be 
statistically significant (β = 0.57, t = 12.31, p< 0.01). Thus, the main conclusion that can be drawn from 
Table 3 is a confirmation of hypotheses Hl. 
 
 
 
Indirect effects of Entrepreneurial Orientation on SME performance through Organizational 
Learning 
 
Having tested the total effect model, we then assessed the indirect effect model, which incorporates job 
dissatisfaction structural as a mediator variable. Figure 1 and Table 3 showed the detailed results of the 
indirect effect PLS path model. Hypothesis 2 predicted that organizational learning will mediate the 
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relationship between entrepreneurial orientations on SME performance. As shown in Table 3, the indirect 
effect of entrepreneurial orientation on SME performance through organizational learning was found to be 
statistically significant (β = 0.26, t = 1.87, p< 0.01). Hence, organizational learning mediated the 
relationship between entrepreneurial orientations and SME performance, lending support for Hypothesis 2. 
Regarding the coefficient of determination, Figure 1 and Table 3, indicated that the coefficient of 
determination (R2) of the indirect effect model were 0.34 for SME performance. This demonstrates that the 
indirect effect model explains 34%  of the total variances in SME performance, as such this R2 values of 
0.34 can be also be considered as acceptable following Falk and Miller's (1992) benchmark of 0.10 for 
assessing coefficient of determination.  
 

 
 
 
 
 
 
 

Fig 1: Model with Total effect 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Fig 2: Model with Mediation Effect 
Discussions  
The main objective of the present study was to examine the mediating role of organizational learning in the 
relationships between entrepreneurial orientation and SME performance. Based on the main objective of 
this study, two hypotheses formulated were tested and the results of the PLS path modeling provided 
support for the two hypotheses. It could be recalled that the present study sought to assess the influence of 
entrepreneurial orientation on SME performance though organizational learning. Entrepreneurial 
orientation was found to have a significant influence on SME performance. This denotes that firm adopts 
entrepreneurial orientation strategy by being innovative, proactive and having tendency to take high risk is 
able to achieve sustainable business performance. This finding was very much similar to the previous 
studies in the literature entrepreneurial orientation (e.g., Pearce et al., 2010; Real et al., 2014; Schepers et 
al., 2014; Wang, 2008; Wiklund & Shepherd, 2005; Zhang & Zhang, 2012).   
 
Regarding the mediating effect, resource based view theory postulates that of organizational learning play 
an important role in mediating the relationship between entrepreneurial orientation and SME performance. 
Given the limited number of research examining the mediating role of organizational learning in the 
relationship between entrepreneurial orientation and SME performance, it motives us to further disentangle 
the fundamental reason why entrepreneurial orientation affects SME performance by incorporating 
organizational learning as a mediator. Accordingly, this result suggests that while entrepreneurial 
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orientation is widely recognized as a predictor of SME performance, this effect is transmitted through a 
third variable organizational learning. 
 
Practical Contributions 
The results of this research provided important insights on how EO could enhance the overall performance 
of SMEs in Nigerian manufacturing sector. Subsequently, the results of this study would serve as a blueprint 
for the policy-makers and practitioners in formulating vital policies that could assist and help in improving 
the overall performance of SMEs. The findings suggested that managers of SMEs require working 
alongside strategic business units, including marketing and quality assurance departments to map out and 
implement entrepreneurial strategy that help in promoting customer satisfaction and firm performance (Lai, 
2003; Lai & Cheng, 2005). Furthermore, the findings of this study imply the need to encourage employees’ 
involvement and participation in carrying out this strategy. This could be achieved by developing formal 
reward and recognition systems in order to encourage employee involvement and participation, provide 
feedback to the employees, as well as support teamwork (Demirbag, Koh, Tatoglu & Zaim, 2006).   
 
Limitations and future research directions 
Despite its contributions, the present study has a number of limitations that merit discussion.  First, SME 
performance data used in the present study was only perceptual or subjective.  Although researchers (e.g., 
Jones & Linderman, 2014; Ketokivi & Schroeder, 2004) showed that subjective measure of firm 
performance is valid and reliable proxies for objective measures, however, objective measures of firm 
performance has been found to be relatively free from measurement error (Devaraj, Hollingworth & 
Schroeder, 2001; Meier & O’Toole, 2012). Therefore, future research could incorporate objective measures 
of SME performance in order to replicate the findings of the current study. Second, the present study offers 
quite limited generalizability because it focused mainly on SMEs in Nigerian Manufacturing sector, 
particularly those located in Kano metropolis. Thus, future research is needed to include SMEs in other 
sector of the economy or geo-political zones in order to generalize the findings. Furthermore, future 
research could study and compared Manufacturing sector with other sector including banking sector, and 
real estate industry. Finally, the present study employed a cross-sectional design.  One major weakness of 
cross-sectional design is that it does not allow causal inferences to be made from the population. Hence, 
given the shot coming of cross-sectional design, future research is strongly needed using longitudinal 
research design in order to measure re-examine the relationship between total quality management and 
SME performance by collecting data at different points in time to confirm the findings of the present study. 
 
Conclusion 
The present study demonstrated that organizational learning is an important mechanism through which the 
entrepreneurial orientation is positively related to SME performance. In conclusion, the present study has 
extended our knowledge of the underlying mechanism through which entrepreneurial orientation affects 
SME performance. The results are notable because they are well grounded in aspects of the literatures on 
entrepreneurial orientation. Thus, relationship between entrepreneurial orientation and SME performance 
is mediated by organizational learning. 
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Abstract 
 
Today, a competitive global dimension has forced companies and organizations to survive, 
compete, and use resources efficiently and productively. The most important resource possessed 
by organizations and companies is human asset, and employee performance and productivity plays 
a key role in the success of firms and organizations. Job satisfaction or employee satisfaction must 
be at a higher level in order for an employee to deliver high performance and efficiency. Work is 
a part of human life and people spend a high percentage of their lives in work environments.  
 
To measure the relationship between employee satisfaction, individual performance, and 
Corporate performance, a survey was conducted in the education and health sectors through 
questionnaire. The study was conducted in Nigeria, an African country, and the limitation of the 
research is that it was conducted using only a small Session of the country (Abuja, the nation’s 
Federal Capital Territory). The employees selected for the study were people of different 
nationalities, which added diversity to the study. Within the scope of the study, each individual 
was asked a total of 45 questions, divided into 3 Sessions, and the questions were prepared 
according to likert scale of 5. The scale used in the study was prepared by Prof. Halil Zaim.  
The following results were obtained from the study; there is a positive and statistically meaningful 
relationship between Employee Satisfaction, Individual Performance and Corporate Performance. 
For Employee Satisfaction and Individual Performance, the impact on corporate performance is 
39.2%. In other words, an increase in employee satisfaction and individual performance variables 
affects corporate performance by 39.2%.  
 
Keywords: Individual Performance, Corporate Performance, Employee Satisfaction 
 
Employee Satisfaction Concept 
 
This concept was introduced for the first time in the 1920s, but began to be widely used in the 
1940s. There are two reasons why the concept is important; the first is the life satisfaction that 
directly affects the spiritual and physical health of the individual. The second is related to 
productivity. Job dissatisfaction affects the employee negatively and leads to low performance 
(Akşit Aşık, 2010). Herzberg argues that the two factors that determine the behavior of the 
individual in relation to work are unsatisfactory and satisfactory factors.Unsatisfactory factors 
(also called outdoor factors)include; security, salary, organizational politics. Satisfactory 
factorsinclude; individual acceptance, responsibility, development of individuals. These factors 
are known as job satisfaction (Ünalan et al., 2006). 
 
It is observed that employee satisfaction has been the subject of research in the researches 
conducted in previous years under job satisfaction. In general, employee satisfaction is expressed 
as satisfaction of the individual, both from the workplace and from the business. Locke (1976) 
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expresses the concept of employee satisfaction as a satisfying and positive situation that emerges 
after evaluating an individual's work or work experience (Davras and Gulmez, 2013) 
According to Spector (1997: 6), job satisfaction, which is expressed in the literature as "employee 
satisfaction," is the emotions that individuals feel about their work and the results obtained at the 
end of the job. In addition, job satisfaction can be defined as a concept that indicates whether 
people like or dislike the job (Yüksel, H. and Yüksel, M., 2014). Many factors influence job 
satisfaction. These factors differ from culture to culture, from man to man and from society to 
society. The factors affecting job satisfaction in the positive and negative direction are expressed 
as individual factors, organizational and environmental factors. Individual factors include; the 
level of education, age, gender and level of work. Organizational and environmental factors 
comprises; working conditions, wages, managerial approaches, job characteristics, relationships 
among employees and the physical environment (Yüksel, H. and Yüksel, M. 2014). 
Job satisfaction is influenced by employee's work, feelings and thoughts about the workplace. In 
other words, job satisfaction includes expectations of the employee towards the workplace, 
attitudes and behaviors towards the job. Simply put, job satisfaction is dependent on an 
individual’s expectations matching the reality of the workplace (Akşit, Aşık, 2010). 
Job satisfaction can be measured not only by the income earned, but by achieving the 
organization's objectives.  
If the result of the work is satisfied with the needs of the employee, the satisfaction of the employee 
will increase. The meaning of the work being done for the employee, the positive and negative 
situation between the employee and the work, the satisfaction of the employee from that work will 
increase the job satisfaction. Job insecurity, which is the result of negative attitudes of the worker 
about the work, causes harmony problems between the stress and the group. A low level of job 
satisfaction leads to emotional exhaustion, later to reaction such as desensitization and low success. 
(Çetin and Ark, 2013) 
The main basis of employee satisfaction is organizational commitment. The higher the 
organizational commitment of the individuals within the organization, the higher the satisfaction. 
Commitment can be defined as being identical with the organizations of the individuals, being 
integral. In other words, commitment is also expressed as the interest of individuals in their loyalty 
to their own organizations and their success in making the organization successful. If an 
organization is investing in individuals and losing staff despite this investment, then there is a 
problem with loyalty. For these reasons, organizations that want the satisfaction of their employees 
need to increase their organizational commitment first. Research has shown that organizations that 
have happy and satisfied employees are more successful. This is because, the way to provide 
excellent service to customers is to have employees who have a high level of satisfaction. 
According to the survey, an average increase in employee satisfaction leads to a rise in productivity 
by at least 20 percent (Ileri and Soylu, 2011). 
Employee satisfaction in the total quality management approach is seen as an important factor in 
providing continuous improvement and customer satisfaction. It emphasizes that having highly 
competent staff is key to producing quality products and services. In other words, if an 
organization’s objective is to produce the very best products, having the best staff means it is 
already half-way to achieving the goal. Research shows that there is a direct relationship between 
employee satisfaction and customer satisfaction, especially in the service sector. It is also 
determined that there is a direct relationship between employee satisfaction, customer loyalty and 
business profitability (Emhan and Gök, 2011) 
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Employee satisfaction is defined as the beliefs, thoughts, and emotions of individuals about the 
organizations they work with. As the attitudes of the employees in the human resources 
management process are directly influenced by the organization, there is an antagonism as an 
important factor. It is certain that the basis of job satisfaction is the physiological, psychological 
and social needs of individuals. Within these, individual needs are at the fore-front. Also, the 
relationship between job choice, place of work, job itself, type, level of knowledge required, 
purpose, physical conditions, wages, security and organizational members are emerging as 
important factors affecting satisfaction. (Celik, 2010) 

 

Individual Performance Concept 
Performance is expressed as the amount of goods and services produced within a defined time 
span. It is also expressed as a result of the interaction of the employee's ability and motivation, as 
well as the concepts such as "output," "efficiency," "effectiveess." Performance can also be defined 
as a commodity, service, or thought that occurs within the framework of a responsibility and in a 
manner that meets predetermined criteria, that the task is accomplished and that the goal is 
achieved. When we evaluate the performance concept from organizational behavior perspective, 
it is defined as the product that the employee gets at the end of the actions and transactions related 
to his work to accomplish his organizational goals. This product could be a good, service, or an 
idea (Helvacı, 2002). 
Performance refers to making, maintaining and concluding a business or event. In the artistic sense, 
it is commonly expressed as being able to play musical instruments like the guitar, etc., or singing. 
For management activities to be carried out on an artistic scale in an uncomplicated manner, the 
values to be taken care of and the enhancement of performance are also assessed in this context. 
(Özmutaf, 2007) 
In the postmodern management process, an overview of individual performance is often seen as 
providing data on the human resources management practices provided in the result of the 
measurement, with detailed measurement and evaluation of the results. Research and 
studiescarried out emphasize the importance of continuous performance measurement in order to 
provide competitive advantage. Given the individual performance underlying the organizational 
valuation system, it will be seen how effective the individual's performance is on departmental, 
functional and organizational performance. One of the issues raised in the modern management 
process is the creation of high-performance employees, teams and organizations (Ertuğrul and 
Keskin, 2012) 

Corporate Performance Concept 
Organizations that are constantly changing and challenging the competitive environment and 
trying to be successful today must constantly improve their performance and learn the best 
practices they can raise and apply them to their organization. The first step is to measure 
organizational performance. Over the past 20 years there has been a lot of interest in measuring 
performance and there has been a shift towards non-financial performance measurement rather 
than financial performance measurement. In addition to cost-related measures, measures to 
improve quality and service have begun to be taken into account. The institutional performance 
dimension is not only concerned with the in-house elements but also the outlook of the enterprise 
has emerged and has been defined as a way of achieving environmental goals, cultural 
perspectives, global competition, in short, satisfying all stakeholders and achieving their strategic 
goals. Institutional performance measures can be both financial (quantitative) and non-financial 
(qualitative). (Cinar, 2015) 
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Businesses are set up to fulfill specific objectives and tasks. The business management task is to 
achieve these objectives and tasks in the best possible way and achieve success. It understands 
what the good is in the top management performance framework. The existence and continuity of 
the business depends on the validity and validity of the performance understanding. Satisfactory 
performance levels for businesses may change over time. If the institution is successful, the 
satisfaction level changes upward, because partners and managers increase their expectations in 
the face of increased performance. Conversely, performance degradation is reducing expectations 
downward. Corporate performance is influenced by many factors such as human resources, 
strategies, production, marketing, support, supply as well as organizational structure. (Cihangir, 
2014) 
Institutional performance can be defined as the process of determining the priorities of the 
institution by taking the strategic decisions of the institutions within the scope of the strategic 
decisions and reaching these priorities from the senior management to the subordinate 
management and human resources management process and reaching the desired results. (Gazez, 
2010) 
As a strategic approach, organizations strive to build long-lasting relationships, maintain these 
relationships, and further develop. The most effective way of achieving long-term success, 
achieving qualified internal and external resources, is to develop relationships that are secure and 
continuous. At this stage, top management is important. In his work, Weaver (1999) concluded 
that top management played a role in accelerating the performance of the company due to increased 
commitment to corporate ethics theories. Businesses that attach importance to ethical values and 
act responsibly prefer reflective approaches instead of prgmatic approaches. Pragmatic approaches 
can leave businesses in a difficult situation nowadays that communication is fast. Putting together 
a pragmatic approach and a reflective approach, corporate awareness is developed, and a superior 
corporate reputation and corporate performance will emerge. (Sayli et al., 2009) 

Employee Satisfaction - Individual Performance Relationship 
When employees join an organization, they usually have specific goals and expectations of the 
organization, which if satisfied, result in an increase in productivity and performance. If workers' 
expectations are unrealistic, then the worker cannot be satisfied and low performance, absenteeism, 
and labor turnover increase. To increase individual performance, the task the management must 
fulfill is to take measures to increase the job satisfaction of employees. Along with the job 
satisfaction, employee satisfaction will increase and individual performance will increase (Akbal, 
2010) 
The employer generally expects the necessary knowledge and skills related to the job in relation 
to the job, the motivation supportive support and appropriate working conditions in the job. Both 
employers and employees want to work with individuals who are fit for their ethical values. In this 
mixed situation, job satisfaction is important. As a result of job satisfaction, work commitment and 
individual performance increase. Employee satisfaction occurs when there is a harmony between 
the characteristics of the job and the willingness of the employee. At the point where job 
satisfaction is achieved, performance improves. The performance perceived by the employee will 
also affect performance. As a result, job satisfaction and motivation emerge. The relationship 
between employee satisfaction and performance is expressed in two dimensions. Employee 
satisfaction is high performance and high performance brings out rewards and job satisfaction. 
(Balaban, 2010) 
The assumptions that there is a positive relationship between job satisfaction and employee 
performance level have not been proven. There are approaches to the relationship between 



142 
 

employee satisfaction and individual performance. The first of these; improve job satisfaction 
performance; performance increases job satisfaction, awards increase both employee satisfaction 
and performance. Research shows that there is no simple and direct relationship between job 
performance and performance at a certain time and location. Job satisfaction does not improve 
individual performance, but in some cases it is said that this relationship exists at various degrees. 
For example, it is highly probable that this relationship will occur in senior and professional 
employees compared to unskilled, semi-skilled or low-level employees. This relationship was 
revealed by Edward D. Lawler and Lyman W. Porter. Research shows that "Performance, Job 
satisfaction" relation is more effective than "Job satisfaction, performance" relation. (Pekel, 2001) 

 

Employee Satisfaction - Corporate Performance Relevance 
Employees whose goals and aims are in line with organizational goals tend to perform better, 
helping the organization achieve its goals. Because of the high performance employee, the 
enterprise will also improve corporate performance and productivity. (Akbal, 2010). 
According to research, a high level of job satisfaction leads to an increase in compettive advantage 
and an increase in the overall success of the organization, together with the lack of a high level of 
relationship between job satisfaction and individual performance. On the other hand, according to 
researchers such as Carroll and Tosi (1977), a high level of job satisfaction can induce work 
motivation in some employees and lead them to higher levels of performance. It is stated that the 
employees who want to be successful and who have reached the stage of self-realization will be 
highly productive (Kök, 2006). 
All customer-focused organizations have to pay attention to employee satisfaction. Regardless of 
the financial, technological and physical conditions of the institution, if employee satisfaction is 
not sufficient, there will be a decline in institutional performance in service quality and accordingly 
customer satisfaction. A low employee commitment is a serious cost incentive for organizations. 
Employees who are dissatisfied with the organization they are working for, or the management, 
who are not satisfied with the remuneration they receive, are absent, late, unproductive, and can 
quit the job. This can directly cause the performance of the institution to fall 
(www.htaegitimdanismanlik.com) 
Individual Performance - Corporate Performance Relation 
An increase or decrease in performance in an organization is an issue that needs to be assessed 
both in an individual and an organizational sense. Individuals can come together as a team when 
they work on specific issues within the organization. In this case it is possible to talk about 
organizational performance. The performance of the organization is evaluated as a sign of the 
performance of the individual. Individual performance change is considered to be reflected in 
teams, teams and organizations, and finally internal and external team stakeholders on an 
enterprise basis. (Özmutaf, 2007) 
Method 
In the literature, there are conceptual studies on employee satisfaction, individual performance and 
organizational performance, and empirical studies that overlook the relation between these 
concepts are insufficient. In order to contribute to this research, the relationship between the 
concepts in the research service sector has been examined. Our work is empirical. 
 
Hypothesis and Model 
The following hypotheses have been examined in this research. 
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H1: There is a strong and positive relationship between individual performance and 
corporate performance. 
H2: There is a strong and negative relationship between employee satisfaction and 
organizational performance. 
The model of the research is as follows. 

Y=β0+B1X1+B2X2 

          

 

 

 
 
 
 
 
 
 
Figure 1: Employee Satisfaction, Individual Performance and Crisis Performance Model 

Data collection tool 
The scale used in the research was developed by Prof Dr Halil Zaim. The scale consists of 50 
questions, consisting of 35 questions about employee satisfaction; 7 questions about individual 
performance and 8 questions about institutional performance. The questionnaire was designed 
according to the five-point Likert scale. 1 = absolutely no, 2 = no, 3 = maybe, 4 = yes, 5 = 
absolutely yes. The reliability of the scale (Cronbach's alpha) was calculated as 0.948. 

 
Working Group and Process 
The research was conducted in February and March 2016 in Abuja, the Capital of Nigeria. Within 
the scope of the research, a hospital (Nizamiye Hospital) operating in the service sector, and a 
university (Nile University) were selected and data were obtained by questionnaire  method. The 
questionnaires were distributed through random sampling; 174 conversions were made from the 
Nizamiye hospital with 200 questionnaires, of which 21 were not evaluated for various reasons. 
Nile University, which received 250 surveys, provided 192 transformations, but 153 were 
evaluated as data. The sample size of this survey was 306. 
In the first step of the evaluation, factors were created and the reliability of the factors were tested. 
In the second stage, the relationship between the related factors was examined by linear regression 
and correlation test. 
Results 
Regression analysis was conducted to test the validity of the research hypotheses. In the model, 
the dependent variable is institutional performance (Y), independent variables are employee 
satisfaction (X1) and individual performance (X2), respectively. The coefficients β1, β2 in the model 
show how much the increment of one unit in X1, X2 will change the dependent variable Y. 

Y=β0+B1X1+B2X2 

The hypotheses of the Anova test to measure the significace or not significance of this model are 
as follows. 
 
 

Table 2: Regression Analysis Results  
  Model 1 

Employee 

Satisfaction 

Individual 

Performance 

Corporate/Or

ganizational 

Performance 
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Variables 
Organizational 
Performance 

Individual Performance ,069*** 

 (4,666) 

Employee Satisfaction ,513*** 

 (8,131) 

Constant 8,038 

 (5,311) 

R2 ,392 

Adj– R2 ,388 

F – Statistics 97,802*** 

N 306 

Note: * p <, 05; ** p <.01; *** p <.001; The results in brackets indicate t-statistic results. 
 
Based on the above Table, there is a positive and statistically significant relationship between 
individual performance and institutional performance (β =, 069; p <, 001). At the same time, there 
was a positive and statistically significant relationship between employee satisfaction and 
organizational performance (β =, 513; p <, 001). H1 and H2 hypotheses are supported. As seen in 
Table 2, 39.2% of the dependent variable in the model (R2 = 392) is explained by the independent 
variables. This ratio is quite good for corporate performance. 

 
Discussion 
In today's globalizing environment, organizations are making a serious effort to retain their 
competitive advantage. As a result of the researches carried out, one of the biggest factors for the 
organizations to retain their competitive advantage was found as the 'human' factor. 
According to Akbal (2010); The employees who enter into the organization with certain goals and 
expectations are happy when those expectations are met, thus resulting in an increase in their 
productivity and performance. If goals and expectations do not materialize, employees are not 
satisfied with work, and undesirable situations such as poor performance, absenteeism, and 
increase in labor turnover occur. 
Research shows that high level of job satisfaction causes an increase in the level of institutional 
performance and consequently the success of the organization. The high level of job satisfaction 
results in job motivation for some employees and this leads to high productivity. It is stated that, 
especially, those who want to be successful and who have achieved self-actualization will be 
highly productive, which has an impact on institutional performance increase (Kök, 2006). 
The relationship between the individual performance, employee satisfaction and corporate 
performance concepts in our study was examined by analyzing the data obtained from the 
questionnaires. As a result of the surveys, it was understood that individual performance and 
employee satisfaction are statistically significant and have a positive relationship to corporate 
performance. 
The variables that affect the concept of employee satisfaction, especially the opinions of 
employees and their value, are the issues that managers should evaluate. Thus, employee 
satisfaction may be able to improve corporate performance. 
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Abstract 
 
With the advent of globalization roughly from the last decade of the past century to the present, 
organizations around the world have been struggling crucially for their survival, especially in the 
face of competitive requirements of globalization, rapidly changing technologies, fluid 
demographics, diversity in the workplace, changing markets and demands, and the ever increasing 
complexity of social phenomena. Organizations have been and have had to continue adopting 
various strategies to keep up with forces and phenomena which serve as factors either for 
integration or disintegration. In response to contemporary organizational experience, practices 
from modern systems theory of management, for example, have been adopted in pursuing 
integration as the way activities are coordinated within the established pattern of relationships 
among the parts of an organization. This paper analyzes the nature and cause of integration and 
disintegration, the consequences of disintegration, as well as the benefits of integration, and in 
contrast to the systems approach, however, takes a position from the neo-classical organizational 
theory and perspective of management, arguing that the concentration on the psychology/behavior 
of employees, the maintenance and promotion of human relations and interdependence, and the 
culture of effective internal communications in organizations remain effective and pragmatic 
strategies for attaining and maintaining integration in organizations.  
 
Keywords: Integration, Disintegration, Neoclassical Theory, Organizational Behavior, Human 
Resource Management 
 
Introduction 
 
Operating organizations in and around the contemporary world establish and continue their 
existence for different goals according to each organization’s type and aims. In modern times, 
these organizations can be classified as private, non-governmental and public/governmental 
establishment. The nature of these different types of organizations implicate differences in their 
motives, for while the preferential aim of public establishments are fulfilling the public’s needs, 
private establishments’ aim is earning profit, whereas Non-governmental (civil) establishments’ 
operate majorly with the aim of both fulfilling the public’s needs and as well carrying on their 
business like public establishments. These three kind of establishments’ common aim is giving 
quality service, but there is also an important issue that is common and relevant to the operations 
of all three types, i.e., the notion of integration and disintegration. Giving the fact that organizations 
are typically comprised of various individual human resources as well as complex but interrelated 
components, units, processes and activities all continually interacting with one another and the 
environment, there is therefore the constant challenge of achieving integration between these 
diverse, individuated resources that make up organizations, and the ever present threat of 
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disintegration in the absence of or failure to attain cohesion among the individual human resources, 
units, and processes.  

In this study, the nature of integration and disintegration in organizations will be 
investigated as a critical feature of organizational behavior, and some of the causes and 
consequences of both integration and disintegration would as well be considered and presented. 
Suffice to mention here, however, as shall be maintained recurrently within this paper, that 
organizations are almost intuitively more likely to perform at their best when integration is 
achieved and present within the internal structure of their existence that when the reverse, that is 
disintegration, holds sway.  
1.1 Objectives of Study 

i. To elucidate the nature of integration in organizations and highlight the role of internal 
communications in achieving it 

ii. To examine character, causes and consequences of disintegration in organizations, and 
advance steps by which it could be avoided 

iii. To articulate the benefits of integration in the success and survival of organizations 
iv. To contribute to literature encouraging organizations to concentrate on human relations 

and employee’s behavior as means of achieving integration, effectiveness and productivity. 
1.2.Theoretical Framework 
This paper shall adopt for its theoretical approach the Neo-classical approach of management in 
analyzing, conceptualizing and contextualizing the phenomena of integration and disintegration in 
organizations.  The shift of neoclassical theory into concern for the employee, and into considering 
the human side of an organization and the social needs of employees rather than focus on 
production, structures, or technology (as was the case with classical theory), is regarded by this 
study as a very pragmatic approach in understanding effectiveness or ineffectiveness in 
organizations.  

For a brief historical backdrop, neoclassical theory emerged with grounds broken through 
George Elton Mayo’s famous Hawthorne Experiments at the Western Electric Company (USA) 
during 1927-1932, and taking a clue from the Hawthorne Experiments several other theorists 
conducted research in the field of interpersonal and social relations among members of an 
organization. These relations became known as human relations, and a series of studies by 
Abraham H. Maslow, Douglas McGregor, Frederick Herzberg, Keth Davis, Rensis Likert and 
others led to what is human relations movement (Singh, 1983). Human relations movement argued 
that workers respond primarily to the social context of the workplace, including social 
conditioning, group norms and interpersonal dynamics. An extended and improved version of the 
human relations movement is organizational behavior, developing from the work of several 
psychologists and sociologists, notably Chris Argyris, Homans Kurt Lewin, and R.L. Katz, who 
engaged in the study of group dynamics. Involving the study of attitudes, behavior and 
performance of individuals and groups in organizational settings, this approach which came to be 
known as behavioral approach is multidimensional and interdisciplinary, with the application of 
knowledge drawn from behavioral sciences (Psychology, sociology, anthropology, etc) into use in 
management problems (Cole G A, 1984). 

In addition to the element of the Hawthorne Experiments therefore, there are two main 
sources of neoclassical theory: the human relations movement and the behavioral movement. 
Summarily, the human relations movement arose from the work of several sociologists and social 
physiologists who concerned themselves with how people relate and interact within a group, 
whereas on its own part the behavioral movement came from various psychologists who focused 
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on the individual behavior of employees. Neoclassical theory, in general, concentrates on 
answering questions related to the best way to motivate, structure, and support employees within 
the organization. Our study considers this sociologically sensitive human relations, 
psychologically aware, and employee-centered approach; even over and above the more recent 
modern systems theory of management, as a more insightful, useful and pragmatic tool in 
investigating, understanding and analyzing the nature, causes, and consequences of integration and 
disintegration in organizations.   
2.0. Integration and Disintegration in Organizations: A Behavioral and Sociological Analysis 
 
With the advent of globalization over the last quarter of a century, organizations around the world 
have been struggling crucially for their survival. To meet the competitive requirements of 
globalization, rapidly changing technologies, diversity in the workforce, fluid demographics, 
changing markets and demands, and the ever increasing complexity of social problems, 
organizations have been and have had to continue adopting various strategies like re-engineering, 
restructuring, Total Quality Management, Human Resource Development, etc., and many 
organizations have bolstered their structure through restructuring. In addition to these challenges, 
one important area where organizations have needed to focus on in this effort for survival and 
progress is in attaining integration within the organizations themselves. 

Integration is a very essential quality of any organization that aspires to be effective in 
executing its objectives. It is the guarantee that a collective vision will be imbibed and shared 
among the various personnel and strata of an organization, and that individual efforts will be 
mobilized regardless of social, gender, ideological, professional, and hierarchical differences into 
a cooperative pool to ensure the survival and success of the organization. In the works of some 
management theorists, integration is defined as collaboration (Lawrence & Lorsch, 1967, Lorsch, 
1965) that facilitates team work, sharing of resources and achieving mutual goals between 
complementary functions which, again, is to result in a more effective integration. Further 
interesting is the fact that team work is important from other viewpoints as well, as argued by Knez 
et al. (2010), especially from the viewpoint of innovation management. Their main argument is 
that a successful company or organization needs competence, creativity and creative collaboration. 
Integration has further been characterized as a sum of interaction and collaboration (Gupta et al., 
1985, Gupta et al., 1986, Song & Parry, 1992). Such aspect of integration can be an attractive 
philosophy given that it defines inter-functional or inter-departmental integration as a multi-
dimensional approach. For Souder and Sherman (1993) integration is defined as a state of high-
level value, mutual goals and collaborative behaviour. Lorsch (1965) defined it as a process of 
mutual efforts between different subsystems in the process of implementing company tasks (p. 
23), while in the view of O’Leary-Kelly et al. (2002), integration refers to the level to which certain 
functions co-operate in order to achieve mutual goals. Integration is therefore something of a 
conundrum that depends on the level of co-operation, co-ordination, interaction and collaboration 
and is likely to influence an organization’s performance. However, these definitions mostly derive 
from a modern systems theory of management, and since our chosen framework is the neoclassical 
approach, we shall focus on integration as mostly the effective cohesion and operation of 
organizations through working internal communications and inter-personal human relations.  

Key to this idea of and practice of integration in organizations, from a neoclassical 
perspective, is the culture of communications, especially with respect to the employees, across the 
diverse units and chains of command.  More organizations in contemporary times are 
acknowledging the necessity of internal communications in the pursuit of cohesion. According to 
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Argenti and Foreman (2002), contemporary organizations “become more focused on retaining a 
happy workforce with changing values and different demographics; they have necessarily had to 
think more seriously about how they communicate with employees” (p. 80). Nowadays 
management needs to give the internal audience equal attention to those external to the 
organization (Wright, 1995 in: Dolphin, 2005), and “communications professionals have to 
recognize the importance of integrating the internal message with those messages communicated 
externally” (Dolphin, 2005, p. 185). 

One contribution of neoclassical approach was the implementation of behavioral science 
at workplace and the main propositions of neoclassical theory can be delineated as follows: 

 The organization in general is a social system. 
 The social environment on the job affect people  
 In the formal organization, informal organization also occurs and it affects and is affected 

by formal organization. 
 Man is interdependent and his behavior can be predicted in terms of social and 

psychological factors. 
 Man is diversely motivated and wants to fulfill his different types of needs. 
 Collaboration is significant for sound functioning of the organization and work standards 

are achieved via behavioral approach. 
 Communication is required as it carries information to the functioning of the organization 

and the feelings and sentiments of people working in it. 
 
Central to all these propositions, with regards to the idea of integration in organizations, is 

the concept of internal communications among the humans that make up the workforce. Internal 
communications, in the analysis of Frank and Brownell, can be defined as transactions between 
individuals and groups in organizations at various levels and in different areas of specialization 
(Frank and Brownell, 1989 in: Dolphin, 2005). Others define internal communications as “all 
formal and informal communications taking place internally at all levels of an organization” 
(Kalla, 2005, p. 304), or “the full range of ways that people communicate with each other within 
the organization” (Orsini, 2000, p. 31). Internal communications is often described as a core 
process for organizations (Welsh and Jackson, 2007) and one that should be on the agenda for all 
management strategic meetings (Barrett, 2002). Smith (2005) warns that companies 
“underestimate the power of internal communications at their peril” (p. 19). The role of internal 
communications is “building and nourishing employee relations, establishing trust, providing 
timely and reliable information and thereby contributing to general motivation, particularly in 
times of change and stress” (Dolphin, 2005, p. 171). 

The goals of internal communications, as delineated by Argenti and Foreman (2002) in 
order of their importance, are (p. 201): creating the sense that employees are an important asset to 
the organization; improving morale and fostering goodwill between employees and management; 
Informing employees about internal changes; increasing employee understanding of the 
organization and its products, organization, ethics, culture and external environment; and 
encouraging employee participation in community activities. 

Today’s internal communications practitioners are focused on challenging and stimulating 
employees, managing change and gaining employee engagement and commitment. (Smith, 2005; 
Tench and Yeomans, 2006). The aim of internal communications has moved from controlling and 
directing people, through providing information, making announcements and supporting industrial 
relations, to supporting the development of a flexible work environment that is able to adapt to 
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change, seeks improvement, shares knowledge and know-how, generates ideas and involves 
people in achieving strategic goals (Keenan and Hazelton, 2006; Smith, 2005). Internal 
communications practitioners need to understand people in organizations (Strauss and Hoffman, 
2000). They should be able to gauge an organization’s communications climate and analyze the 
cultural, political and relational dimensions present within their organizations (Conrad, 1994). 
Alternative paradigms of culture in management seem to be valid for organizational 
communications processes as well (Sułkowski, 2012).  

The role of internal communications is varied and multifaceted and demands a range of 
competencies from its practitioners. When this is successfully implemented, the culture of passage 
of instructions, exchange of information, team work, performance previews, and feedback, will 
experience an appreciable level of fluidity, transparency and understanding between superiors and 
subordinates, and between management, employees and teammates. Such an approach, which 
retains sensitivity to human relations and attention to the behavior, traits, needs and satisfaction of 
employees as means of providing them with psychological motivations for work, has demonstrated 
capacity to harness integration within the environment of work.  

Integration within organizations, when pursued and attained through harnessing human 
relations, interpersonal relationships, and motivating efficient and productive behavior in happy 
and satisfied workers, is most functional when it succeeds in the breaking down of social, ethnic, 
cultural, racial, religious, gender, ideological and even departmental barriers between the diverse 
personnel comprising the workforce of an organization. Within such a context, integration fosters 
a synergy of the different human resources and the departments, units and processes which they 
control, establishing a coordination of their activities, and forging a common vision between 
management and employees in line with the organization’s objectives.   

 
2.2. Disintegration in Organizations: Nature and Causes  
Having examined the consciousness and measures which organizations across the world have been 
adopting to respond to the challenges of globalization, changing demographics and complexities 
of the production and social world, and emphasizing the character of integration within 
organizations in keeping up with these pursuits, there is, however, and conversely speaking, yet 
another very vital area which most of the organizations severally fail to and critically need to keep 
in sight. This is the matter of disintegration, or more pointedly structural disintegration, of the 
organization.  

Owing to the success from the 20th century of neoclassical theory of management, one of 
the most frequently discussed issues in organizations is dissatisfaction of the employees regarding 
handling of their grievances, problems, issues and queries. However, little concern and realization 
is there on this issue in the management circles about its causes and the impact that it has on the 
organization. An alarming feature of this issue is that it has been acting as a hermit in many 
organizations and has been destroying the management structure of the organizations, the long 
term consequences of which quite often lead to decline in productivity, performance and 
organizational effectiveness. This is best described as structural disintegration.  

Structural disintegration, according to Gill and Mehta (1999) is “the gradual process of 
breakdown of the functional utility and performance value of various levels of the management 
structure (such as supervisors, officers, managers and other senior executives of the organization), 
due to various causes attributable to the management, the workers and their unions. The process 
of structural disintegration is gradual and is abetted by the management, workers and their union.” 
(p.86) No single party can be made the sole subject of blame for the disintegration because all the 
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parties share equal responsibility for the disintegration of the management structure. (Gill and 
Mehta, 1999) It is not only the issue of the redressing of grievances that becomes a cause for 
structural disintegration, but it is the inadequacy of the management structure to handle the issues, 
projects and decision-making at the level that they should be handled that leads to structural 
disintegration. The management is responsible to a great extent because of its failure to redress 
this issue and make management structure strong to handle all the situations at appropriate level. 
The issue rakes up, especially when the times are tough for the organization and grievances of 
employees reach all time high. The impact of structural disintegration is felt the most during such 
times and it creates a situation of anarchy, chaos and disorganization.  

 The root cause of disintegration is the failure of the management to define and 
communicate to the employees the management structure, its usefulness to them as well as to the 
organization and the modus operandi of approaching it. Further, the failure to train the 
management cadre in the areas of grievance handling, problem solving, proactive decision-making 
and crisis management precipitate the problem. Following this, the inability and the failure of the 
employees at lower levels in the management cadre to take decisions, resolve the grievances, meet 
the expectations, advise the employees regarding their personal as well as work related problems, 
direct and manage the employees properly, are other characteristic causes that ensue as the 
situations worsen. Then there is the breakdown of the formal channels of conflict resolution, 
grievance handling, etc. The phenomenon of disintegration has to be seen as a process and not in 
isolation. It cannot always be total but its collective impact is highly disturbing and that is why the 
phenomenon has to be studied empirically in greater detail. The causes of structural disintegration 
can be varied in different organizations. Some of the causes that are frequently thought of as being 
responsible for structural disintegration are enumerated in the following paragraphs. 

The failure to communicate and share information regarding important issues, policy 
decisions, strategies, future plans, etc. by the top management with different levels of the 
management structure most often than not creates a sense of confusion among employees as to the 
direction in which they have to move and manifest their behaviours and approaches accordingly. 
In this case, the absence of relationships which encourage conversations and feedback between 
managers and employees causes a breakdown or lacunae in understanding and trust, and leaves 
employees with feelings of alienation, intimidation, non-recognition and i=under-appreciation of 
their needs, challenges and efforts, thereby affecting commitment to organizations and setting the 
stage for disintegration in cooperation and collaboration between workers and management. Also, 
the lack of openness, transparency and trust on the part of the top management also leads to 
disintegration. Lack of problem solving abilities is yet another among the very pertinent causes 
which results into structural disintegration. Here again the role of management is of tantamount 
importance. The failure of the management to equip its management structure to deal with the 
problems encountered by them makes them vulnerable when faced with such situations. This 
results in piling up of frustration among the employees and they try to find out other ways/sources 
for settling of their problems. Such people thus lose their functional value and instead of 
contributing to the organization's goals act as hermits by adding up to the problems already 
existing. Lack of problem-solving abilities might be found at any level of the management and the 
issue is far serious than it is anticipated to be. The levels wherein these abilities are compromised 
become non-functional and contribute to structural disintegration in the organization.  

Disintegration also becomes a possible occurrence due to lack of consensus on the nature 
of problems facing a team. In organizations, team members need to share a common view of the 
problems the group has to solve. For example, in profit-oriented organizations, if products are not 
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selling well, but only some of the team members recognize that situation, the team cannot move 
in a unified direction to solve the problem. Sometimes team members agree on symptoms, but 
disagree on their underlying causes. Some people might think products do not sell well because 
they are poorly marketed; others might think lack of quality is the issue. The failure to come to a 
consensus on priorities also leads to disintegration. Lack of team cohesion is likewise another 
factor that brings about the threat of disintegration to organizations. People need a sense of identity 
and of belonging; above all, they need to be able to trust their leaders and other team members. 
There is also the problem of misunderstood mission. Every individual in an organization must 
know that organization's raison d'être. When members know the values and principles of their 
group, they can make decisions on their own, simply by comparing any options with the group's 
mission. If an organization does not understand its mission, most of the time it is because the 
leaders themselves do not have a clear vision of the organization's purpose. This lack of clarity in 
an organization’s mission leads to varying and oftentimes conflicting views among members over 
what they and the organization should be engaged in, and such conflicts portend disintegration. 

Lack of resources is also another challenge that sets organizations on the path to 
disintegration. Every organization needs resources in order to function—and those resources must 
be available on time. If the team can't get the tools and materials it needs to do the job, the job 
won't be done. Each team member will feel the frustration, and morale will suffer. With the absence 
of funds to execute projects or even financially satisfy employees, it becomes difficult to keep 
employees, teams, and even the various organizational units together, and sooner or later 
employees are likely to depart, teams are likely to fall apart, and the organization itself 
disintegrated. 

Furthermore, the systematic attack and deliberate actions of the workers and their unions 
also play a vital role in structural disintegration. Howsoever strong the structure might be, the 
ulterior motives of some elements can do a lot of damage to the management structure. Succinctly 
put, structural disintegration is caused by lack of sensitivity of the top management towards the 
functional and performance value of the structure. This might be because of failure on their part to 
critically assess /evaluate the consequences resulting out of disintegration. This has to be compared 
to the advantages that accrue to the organization when disintegration is contained.  

3.0. Consequences of Disintegration in an Organization 
It is important to know the consequences that disintegration can have on the organization. There 
is little doubt that the consequences are counterproductive for the organization, but the degree of 
their impact might be felt differently in the organizations depending upon their size, business, 
internal strength and resources, sensitivity, support from government and other agencies, etc.  

Some of the consequences of disintegration include the fact that effectiveness, health, 
productivity and performance of the organization is affected because of disruption or breakdown 
of activities at one or several levels in the structure. Also, there is breach in communication 
network with information from above not able to reach the bottom and the messages from the 
bottom not able to reach to the top because of failure at the lower and middle levels of the 
management structure. This leads to many problems that can have far reaching impact within the 
organization. Such condition of disintegration can give rise to labour unrest because of the 
grievances and other related issues and problems of the workers and union not being given proper 
attention. This can further lead to disruption in production activities, prevalence of unhealthy 
climate and propagation of unhealthy practices Disintegration further de-motivates employees in 
many cadres leading to fall in their productive output, abets unrest among the employees and might 
lead to the employees isolating themselves from, putting in their authentic efforts.  
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Moreover, disintegration can create major problems for the management during the times 
of business and other crisis when whole energies and concentration of the management should be 
on drawing plans and strategies to counter the challenges/exigencies of the business. However, if 
the structure is not co-operative and the workers' demands are not met, they can turn the pressure 
on the management to settle their issues and grievances first. The management will, therefore, not 
be able to concentrate fully on making strategies for taking up the business challenges, which can 
become highly counterproductive and risky for the organization  

The disintegration or breakdown at any level of an organization has serious and long term 
implications for the performance and stability of the organization. Management of organizations 
should, therefore, take the issue of disintegration seriously and should plan strategies to keep the 
structure of organizations strong and functional. 
4.0. The Role of Human Relations and Human Resource Management in Promoting 
Integration within Organizations 
Human relations are the study of the ways in which people relate to each other in group situations, 
especially work, and how communication skills and sensitivity to other people’s feelings can be 
improved. It is the cordial atmosphere in an organization in which people practice the art of living 
in such a way that they communicate, act, interact and transact in a cordial manner, recognizing 
each other’s needs, views, values and temperaments so that every interaction and transaction taking 
place in an organization would have concern for each other’s interests and feelings, leading to 
better motivation and morale of people at all levels in the organization. 

Human relations, furthermore, deals with motivating people in organizations to develop 
teamwork which effectively fulfills their objectives and achieves organizational objectives. It is 
likewise a process of an effective motivation of individuals in a given situation in order to achieve 
a balance of objectives which will yield greater human satisfaction and help accomplish company 
goals. The human relations movement presents a counterpoint to the scientific management view 
that focuses on maximizing the productivity and income of individual manual workers, and on the 
separation of mental and physical work between management and workers. In contrast, supporters 
of the human relations movement believe that workers want to feel a part of the team with socially 
supportive relationships and to grow and develop.  

The position of this work is that a very practical strategy for promoting integration in 
organizations is by focusing on and strengthening human relations in the workplace, and by so 
doing achieving smooth and effective internal communications which not only secures integration, 
but is often even referred to as the lifeblood of an organization.  

Aside utilizing the role of human relations in guaranteeing integration in organizations, 
there is also an equally relevant part to be effected by Human Resource Management (HRM) in 
forging integration within organizations. In the modern world, being interrelated with all 
departments and external environment makes HRM a much more complex system, and HRM 
practices increasingly assume new responsibilities that are related with organizations. HRM 
provides training activities whose primary goal is to increase performance (Livy, 1988). Yet there 
are also other reasons for which training is one of the elements of outpost of human resource 
management: it is focused on human potential development, it helps individuals to "grow" both 
professionally and also in terms of socio-cultural factor. These issues are nothing else but a 
consequence of the socio-economic and cultural changes throughout the world, with repercussions 
on the training activity (Manole, 2006). In experts' opinion (Bennett, 1990), there are certain 
advantages resulting from the use of training, which have a significant effect in organizational 
activities’ increase and the economy overall efficiency and individual, these include; improving 
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performance at individual level, team and organizational in terms of results (outputs), quality, 
speed and overall productivity; and also increasing membership and employees’ involvement in 
the organization's activities by encouraging them to participate in establishing the mission and 
organization’s objectives. These factors foster more integration within an organization and of 
members within the organization. 

In the context of economic crisis, when organizations go through turmoil and changes at 
different levels, the strategic human resource development may provide a useful conceptual 
framework for the organizations’ management (leadership teams) in order to better manage the 
crisis manifested at the institutional level (Wang, Hutchins & Garavan, 2009; Radulescu and Ioan, 
2009). According to experts, the strategic development of human resources has to promote 
practices which improve individual performance, of each employee, as well as the global one, 
reached at the organizational level. Moreover, the “strategic development of human resources 
emphasizes the proactive management change, which enables organizations to survive in an 
increasingly complex environment, unstable, competitive and global.” (Manole, Alpopi, and 
Colesca, 2011, p. 207) Such HRM roles help prevent organizations from experiencing 
disintegration especially when undergoing change, extremely challenging and/or transitional 
periods. 
5.0. Benefits of Integration 

Our paper has been concerned with internal integration and its role in organizations. The 
extent to which relationships in organizations are co-operative depends on the level of internal 
integration between functional and departmental groups. Social and cultural characteristics and 
different factors which hinder manager, facilitator, employee, and the different functions they 
control, from cooperation are smoothened when internal integration, as facilitated through 
functional internal communications, is observed and attained. The benefits of internal integration 
include the level to which it necessitates intercultural, inter-religious, inter-gender, etc., 
communications within organizations.  

Other benefits of integration within organizations include improved productivity, 
effectiveness and efficiency, employees’ satisfaction and enhanced performance, advanced 
coordinated team output, communication, situations where managers make the employee feel part 
of the process, show concern for the issues affecting the employee, are open to criticism from sub-
ordinates, and encourage team-work among staff. Integration is likely to boost a sense of belonging 
in the vision of the organization, and this would motivate the employee to go the extra mile in 
making sacrifices for the growth and progress of the organization. 

Integration is fundamental to a productive workplace. When properly and fairly effected, 
can assist in strengthening employer-employee relationships, increase an employee's sense of 
empowerment and personal investment in the organization, and lead to a more competitive and 
satisfied workforce. 

 
6.0. Discussion  

In an attempt to compensate for the neglect of human interaction in the classical school, 
neoclassical theory introduced the behavioral sciences into management thought. The underlying 
rationale was that since management involves getting things done with and through people, the 
study of management must be centered on understanding interpersonal relations.  

Our presentation, from a neoclassical perspective on organizations, grounds the concept of 
integration in organizations on human relations, qualified through effective internal 
communications. Internal communications is, as the paper noted, indeed a major constituent in any 
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organization, and the vast majority of internal problems which threaten organizations with 
disintegration are directly related to ineffective internal communications. Poor internal 
communications ends up affecting other areas of the organization and can result in bad feelings 
and weak relationships among the employees. Insufficient or inappropriate communications leads 
to irritation and insecurity. Also, the larger the organization, the more factors are disturbing the 
internal communications. For that reason, detecting the main factors decreasing the effectiveness 
of internal communications is essential in stopping them from growing out of control. Integration 
in organizations therefore remain dependent on the level to which human relations are kept 
functional as outcomes of effective internal communications. 
 
7.0. Conclusion  

To conclude, a fact must be emphasized that the strategic approach of continually 
improving human interpersonal relationships as well as studying, understanding and leveraging on 
the understanding of employees’ psychology and organizational behaviour has become an 
imperative request and demand on organizations in the globalization era. For organizations to 
survive and succeed integration is indispensable, and securing integration, aside harmonizing 
units, systems, and processes in an organization, is even more importantly dependent on the 
communications and cohesion of employees and management, and the interdependence of 
psychologically and sociologically-aware humans that make up the organism of organizations. 
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Abstract 
 
The study examines the organizational strategy in world recognized organization in relation to 
customer focus and effectiveness of becoming a customer centric organization in strategic 
management accounting (SMA) system. This study highlighted the process of gaining alignment 
on Customer experience management (CEM) strategy throughout the organization and how to 
create a customer centric strategy for your business, it went further to explain customer centric and 
gave the 4 best practices to becoming a customer centric organization. It measures the success of 
a customer centric using the churn rate and customer lifetime value (CLV). 10 models questions 
were asked on the approach to delighting customers will help you to build a customer-driven 
organization. A discussion is provided suggesting that this latter observation might result from the 
10 questions failing to develop organizational strategy which will delight the organization in 
achieving its set objectives in the near feature. 
 
Keywords: Strategy, Customer, Organization, Business, Centric  
 
1.0 Introduction 
 
In the global environment, organizations all around the world are constantly facing challenges to 
have competitive advantage. The global world is characterized by more competition, diverse work 
force, continuously changing customer’s needs, and new technological changes etc. In this 
uncertain environment only those organizations can survive and grow which are able to definethe 
strategy which is aligned with the customers. Numerous researches across the world indicate that 
firms with a strategy have got much more chances of success compared to those without a strategy 
(Pillania, 2009).As you know, effective customer focused programmes do not happen by accident. 
To be really effective, they need to be structured in a comprehensive way, that feeds into the short- 
and longer-term actions, and provides the strategic focus and direction (Leigh, 1995).Most 
significantly, industry-wide focus on the efficiency ratio is driving extreme pressure to 
dramatically reduce the cost of operating real estate in both the retail and office portfolios. In 
response to these challenges, corporate real estate teams must become lean in size while building 
capability required in achieving strategic relevance to the businesses that they serve (Mccarty & 
Gottschalk, 2014). 
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Mccarty and Gottschalk(2014)state that building the appropriate internal capability, while 
knowing what to assign to an alliance partner, results from knowing the businesses customer 
priorities and then developing (or acquiring) core team capabilities to provide relevant strategic 
support. At the forefront of organization design, Kesler and Kates(2010) write in their recent book 
“Leading Organization Design: How to Make Organization Design Decisions to Drive the Results 
You Want (2010)” that organizations must first understand the businesses they serve and their 
strategic objectives, then mold capabilities accordingly.  
In this sense, employees are portrayed as “perpetrators” while the organization and customers are 
presented “victims” of such events (Edwards & Greenberg, 2010). This focus contrasts starkly 
with customer-focused research that highlights the deviant activities of customers,Harris and 
Daunt (2013)proposed that such studies demonstrate that customers regularly misbehave during 
exchange. Indeed, evidence suggests that, customers exploit the somewhat trite mantra of the 
“customer is king” and increasingly abuse their and commonly intentionally abuse, threatened, or 
even attack both employees and their organizations. 
This paper starts with the essential idea on organizational strategy, and reviews the different works 
about organizational strategy in relation to customer in an organization. The remaining of the paper 
is structured as follows: Section 2 went ahead to describe organizational strategy, who ought to 
use it in achieving organizational goal. Section 3 looks at the challenges of becoming a customer 
centric organization, and how to gaining alignment on CEM strategy throughout the organization, 
it went further to explain on how to create a customer centric strategy for your business and what 
does it mean to be customer centric. At this point, it comes to talk about 4 best practices to 
becoming a customer centric company and how to measure the success of a customer centric 
company using Churn rate and Customer lifetime value (CLV). Section 4 discusses the model 
questions and discusses the result while section 5 discusses the conclusion and recommendations 
for future research in the area. 
2.0 What is Organizational Strategy 

Organizational strategy can be defined as a plan for interacting with the competitive environments 
to achieve organizational goals (Daft, 1995, p. 49). The study of organizational strategy started 
withGupta(2011) who defined strategy as the match between what an organization can do within 
the universe of what it might do. Later researchers, as represented byPorter(1980), focused on the 
industry environment of an organization and concluded that the structural characteristics of an 
industry determine the strategy of organizations in it. As market needs change at a rapid speed in 
the world’s increasingly complex and competitive business climate, so our capabilities to meet 
these needs require learning. The only resource capable of learning in an organization is the people. 
Human capital is the basic building block of the new economy. Hence, organizations must build 
foundations around the management of human capital to develop and sustain an organization’s 
competitive advantage. An organizational strategy is the sum of the actions a company intends to 
take to achieve long-term goals. Together, these actions make up a company’s strategic plan. 
Strategic plans take at least a year to complete, requiring involvement from all company levels. 
Top management creates the larger organizational strategy, while middle and lower management 
adopt goals and plans to fulfill the overall strategy step by step. This unified effort to can be likened 
to a journey. Daily challenges such as road conditions must be overcome to complete sequential 
legs of the journey, which eventually lead to the ultimate destination (Hwang, 1998).  
For the vast majority of people, delighting customers is a natural and satisfying experience. It 
should be a compelling, almost mandatory business strategy. The general principles and the 
business benefits are widely understood, helped at least in theory by the availability of numerous 
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books, articles, conferences and seminars. But if it is all that obvious, why have so many 
organizations struggled so hard to get it right, only to get it wrong? The question that needs 
answering is not what or why customer delights, but how do we make it happen? Successful 
implementation is the main determinant of success (Donovan & Samler, 1994). Organizational 
strategy is a clear definition of how the organization needsto change over time in order to be able 
to deliver the strategy of the enterpriseand an actionable plan of how to make the transformation. 
This requires both thethinking and analysis to compare current state to desired state and define the 
gap,and the execution capabilities to make the requisite changes happen(Bryan & Joyce, 2008).The 
moment you mention the word ‘‘strategy’’, expectations rise compared with any other 
field/discipline of management. This puts and builds a burden of high expectations and even if you 
are able to deliver normal results, the receiving party is not very happy because of initial high 
expectations. Further the strategy is developed by top management and they have the visibility and 
attention of people, press and media.The world is now changing at a rate at which the basic 
systems, structures and cultures built over the past century cannot keep up with the demands being 
placed on them(Leavy, 2014). Thus the moment anything starts going wrong, fingers start pointing 
towards the top management and their main contribution and responsibility i.e. strategy. It is like 
a film. Generally when the film fails, the hero gets most criticism as he is the one who is supposed 
to carry the movie(Pillania, 2009). 
Key strategic considerations include: 
The extended structure of the enterprise (and what re-configurations, reach extensions and strategic 
relationships will be necessary to deliver the espoused strategy). 

1. The new skills and capabilities that will be required (and how this will affect workforce 
composition and talent acquisition and development needs; which process and operational 
capability improvements will be necessary) 

2. The talent management practices necessary to create a high performance workforce (and 
what adjustments will be needed to create a climate that stimulates and engages the total 
organization for peak performance). 

3. The operating culture of the business (and how it might need to change to fit the value 
proposition and operating style required). 

4. The performance results that will be needed (and what will be necessary to achieve them). 
5. The purposeful integration and fit of all operating activities to assure total enterprise 

alignment to the cause. 
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To be clear, organizational strategy doesn’t start once business strategy is formed; it’s integral to 
strategy development and determination. Questions of organizational capability, potential and 
implication should certainly inform and shape the strategy dialog as much as assessment of market 
opportunity and investment choice.Organizational strategists develop and test varying scenarios to 
make sure that as strategy forms, organizational impact is known and changes required are possible 
and realistic within the time and cost parameters being contemplated. For there is no point in 
conceiving of a strategic position or change strategy that a company is unable to deliver upon 
because the organization cannot reasonably pull it off.More normally though this examination 
provides clarity and definition of what will be required – organizationally – to convert strategic 
intent into results, and provides the blueprint for organizational action to be subsequently pursued. 
Effective organizational strategists understand acutely the organizational drivers of competitive 
advantage and combine the knowledge and skill sets of savvy business executive, organizational 
futurist and performance zealot. They are skilled in designing organizational strategies and 
building talent practices that create high performance organizations, and are credible and 
accomplished at leading and implementing change.In today’s world – where over 70% of the value 
of most companies is now considered to be intangible - knowledge, methods, capabilities, 
relationships, brand – all linked directly or indirectly to human capital, and where top-performing 
companies derive over 64% more profit per employee than next-tier performers, the lack of an 
organizational strategy of consequence is increasingly a competitive impediment(Bryan & Joyce, 
2008). 
 
3.0 The Challenges of Becoming a Customer Centric Organization 
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Becoming a customer-centric organization has several challenges that must be overcome, 
including leadership, resources and skills, customer perceptions, consistency, and pacing. 
 Leadership. Customer service has not received the proper level of attention within many 

organizations. Fortunately, that’s changing; many leaders now recognize the value of their 
brand and how this expands beyond the contact center into the whole organization. 

 Resources and skills. Moving to a customer-centric model may require a different use of 
human resources. Existing employees may not be suited for the shift. If this is the case, how 
will this be addressed? Training? Recruitment? It is imperative to get the right people in the 
right role. 

 Perception. Customer experience is fundamentally based on a customer’s perception. It’s 
how you want your organization to be represented and perceived. Customer experience is a 
crucial part of branding, and the experience must be consistent on all levels, including first 
impressions, the company’s image, support, transactional ease, competence, and so on. 

 Consistency. Customer experience has to be delivered consistently across the whole 
organization, not just within the customer service department. 

 Pacing. Companies should have a vision—with a road map. Taking on too much could easily 
derail even the best intentions and most meticulous of plans. Don’t try to do it all at once. 

MacDonald(2014)stated the power shift between brand and customer happened during the 
economic downturn. Customers became more selective in which brand they chose to spend their 
money with the winning brands were the ones who treated their customers with respect, with great 
service, and built a relationship with them that still exists today. MacDonald(2014)contends that 
during the same time as the recession, social media exploded onto the scene and mobile became a 
major part of the customer journey. Customers can now compare products and services in real time 
and across multiple devices, which has presented a huge challenge for many brands. Research has 
found that companies are struggling with this change and are unable to become a customer-centric 
organization with the biggest challenge not being able to share customer information across 
departments. 
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Source: the smart way to do business 
Most companies do not have all of the components in place to claim they are customer centric. 
You need to start with your customers, not your products and focus on what your customers want 
to do. By designing your company from the customer’s perspective, your organization will be 
focused on the customer’s needs. 
3.1 Gaining Alignment on CEM Strategy throughout the Organization 
Implementing a CEM approach throughout an organization requires change. Addressing all 
customer touch points with CEM is a must, whether the customer interaction is at a branch office 
or retail outlet, on a mobile application, over the phone, or on the Web. CEM must be ingrained in 
every process, policy, department, and other touch points that customers encounter during their 
journeys with the organization. Focusing on the customer experience means that an organization’s 
strategy and objectives are no longer about sales and marketing alone, but also the full life cycle 
that customers have with the organization—from first impression through all interactions including 
fulfillment, billing, technical support, and so on.It begins at the top, where the chief executive 
identifies customer focus as a priority and acknowledges that customer experience is a key factor 
in the organization’s vision. Leadership must believe in the mission before it can trickle down the 
organization. This requires finding executive sponsors to serve as champions for the cause and 
setting a company-wide mandate to improveservice at all touch points and through all stages of 
the customer journey. Once leadership is onboard, it's time to define the organization's ideal end-
state customer experience (English, 2014). This could involve, for example, analyzing best 
practices in the industry, analyzing competitors' strategies, and surveying customers on their 
requirements and expectations in order to define the required end-state customer experience. Next, 
it’s essential to conduct a current-state assessment to identify the organization’s current 
capabilities and customer experience maturity. To assess the organization’s capabilities, focus on 
the following four categories and rate each based on its maturity levels as: 

 Below industry standards for core capabilities. 
 Meeting industry standards for “select” core capabilities. 
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 Meeting industry standards for core capabilities. 
 Exceeding industry standards for core capabilities. 

Here are the four categories: 
1. Business process alignment. This category includes business intelligence, customer-

driven strategy, customer-driven processes, customer-driven products and services, and 
knowledge management capabilities. How well does the organization do in leveraging 
customer interactions to drive business strategy and processes? 

2. Talent management. This category includes talent acquisition, talent alignment, talent 
training, talent rewards and retention, and workforce management capabilities. How 
capable is the organization in identifying, hiring, developing, and retaining the right people 
and placing them in the right roles? 

3. Customer interaction. This category includes channel management, integrated sales 
management, billing delivery, service delivery, automated channel delivery, customer 
experience intelligence, and quality management capabilities. Is the organization 
interacting with customers using the most effective and cost-efficient paths? 

4. Care Infrastructure. This category includes technology road mapping, applications, 
technology architecture, communications infrastructure, security, data management, 
physical environment, and systems integration. How well does the organization employ 
and manage the technologies necessary to deliver consistent world-class support? 

Organizational Capabilities 
Business Process Alignment Talent Management Customer Interaction Care Infrastructure 

Business Intelligence Talent Acquisition Channel Management Technology Road Mapping 

Customer-Driven Strategy Talent Alignment Integrated Sales 
Management 

Applications 

Customer-Driven Processes Talent Training Billing Delivery Technology Architecture 

Customer-Driven Products/Services Talent Rewards / Retention Service Delivery Communications Infrastructure 

Knowledge Management Workforce Management Automated Channel 
Delivery 

Security 

 Customer Experience 
Intelligence 

Data Management 

Quality Management Physical Environment 

 Systems Integration 

Source:Avaya internal research. 
  

Next, compare the ideal end state with the current state. This allows you to identify existing gaps 
that may prevent you from reaching the ideal state. Identify what is required in order to close the 
gaps. Define in detail the specific customer experience initiatives needed to address these. For 
example, you may need to hire more people or put new solutions in place. Using the results of this 
assessment, define, staff, and roll out the initiatives required to close these gaps (English, 2014). 
Finally, make sure to include regular status checks, as these initiatives and projects will need to be 
revisited in six months to reassess whether or not they are still valid given business priorities and 
customer preference changes. Companies should define a balanced scorecard with both business 
and operational metrics to help measure what they’re putting in place on a regular basis. Business 
metrics, which are specific to the industry or business and defined at the executive level, include 
measurements such as revenue per contact, cost per service call, and orders taken during a given 
time period. Operational metrics include customer satisfaction ratings, quality, first call resolution, 
and so on. Every six months, blueprints should be reassessed. For example, has the business 
environment changed? Will this require the company to change anything? 
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English(2014) stated that part of an ongoing improvement effort, it is important to collect customer 
satisfaction feedback. Every piece of feedback represents an opportunity for improvement. The 
information provided can indicate where improvements are needed as well as opportunities to 
shine. Organizations need to respond to customer feedback whether it’s positive or negative. For 
example, while negative feedback often indicates areas that could benefit from corrective 
measures, positive feedback could indicate an action that needs to be repeated and implemented 
on a larger scale. Use the information and socialize it internally. Think about how you can improve 
and, most importantly, take action. It doesn’t do any good to collect feedback, analyze it, and come 
up with a plan if you don’t follow through. 
3.2 How to Create a Customer Centric Strategy for Your Business 
A customer-centric company is more than a company that offers good service. Both Amazon and 
Zappos are prime examples of brands that are customer centric and have spent years creating a 
culture around the customer and their needs. Their commitment in delivering customer value is 
genuine – In fact, Zappos is happy to fire employees if they do not fit within their customer centric 
culture!However, executing a customer-centric strategy doesn’t happen overnight. You have to 
start somewhere, and this blog post is intended to guide you in to achieving this (MacDonald, 
2014). 
3.3 What does it mean to be customer centric 
Customer centricity is not just about offering great customer service, it means offering a great 
experience from the awareness stage, through the purchasing process and finally through the post-
purchase process. It’s a strategy that’s based on putting your customer first, and at the core of your 
business. 

 
Source: the smart way to do business 

MacDonald(2014) said when you put your customer at the core of your business, you collect a 
wealth of data within your CRM software, giving you a full 360 view of the customer, which you 
can then use to enhance the customer experience. 
For example: 
 You can use customer data to understand buying behavior, interests and engagement 
 You can identify opportunities to create products and services for your best customers. 

Not only does focusing on the customer make sound business sense, but research by Deloitte and 
Touche found that customer-centric companies were 60% more profitable compared to companies 
that were not focused on the customer. 
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3.4 4 Best Practices to becoming a Customer Centric Company 
By being customer centric, you will want to anticipate customers’ needs and delight them with 
products and services they may not have thought of, but will immediately fall in love with (ie, 
Apple’s iPhone or iPad). Thus, the customer centric brand creates products, processes, policies 
and a culture that is designed to support customers with a great experience as they are working 
towards their goals(MacDonald, 2014). 
The four best practices that stand out regarding customer-centricity are: 

1. Brands that are committed to customer centricity are passionate, and truly believe the 
customer comes first. They believe that without the customer, they cannot succeed in 
business (which is true) and want to see the world through the customer’s eyes. Marketers 
inside customer-centric organizations understand what customers want, and use customer 
data to capture customer insights and share this across the organization. 

2. Brands that are committed to customer centricity focus on what the customer wants and 
needs, and develop products and services around that. 

3. Brands that are committed to customer centricity focus on building relationships designed 
to maximize the customer’s product and service experience. 

4. Brands that are committed to customer centricity analyze, plan and implement a carefully 
formulated customer strategy that focuses on creating and keeping profitable and loyal 
customer. 

3.5 How to measure the success of a customer centric company 
Not every organization will have the same customer metrics to measure customer centricity. 
However, the two most important customer centric metrics that should be carefully monitored are 
churn rate and customer lifetime value. 
3.5.1 Churn rate 
Acquiring new customers is getting more difficult. Therefore, more companies are investing in 
keeping existing customers instead of trying to find new ones: 
 Acquiring new customers can cost up to 5x more than keeping existing customers 
 A 2% increase in customer retention has the same effect on profit as cutting costs by 10% 
 On average, companies lose approx. 10% of its customer base each year 
Companies with a high retention rate grow faster. The key to success is to understand why people 
leave, and why people remain customers. To calculate the churn rate, measure the number of 
customers who left in the last 12 months divided by the average number of total customers (during 
the same period). 
3.5.2 Customer lifetime value (CLV) 
For a customer-centric business, the most valuable asset is the customer. The profits generated 
during the retention phase are often known as customer lifetime value (CLV). Customer Lifetime 
Value (CLV) measures the profit your organization makes from any given customer. To calculate 
CLV, take the revenue you earn from a customer, subtract the money spent on serving them and 
adjust all of the payments for time value of money. Another way to calculate it is to take average 
order value and repeat purchase rates. For example, if your average order value is $100 and the 
repeat purchase rate per customer is 20% your estimated CLV is $125. Calculating the customer 
lifetime value helps you understand why it makes sense to invest in keeping your customers. It’s 
a great way to get an understanding of your customer portfolio and to segment your customer. 
4.0 The Model Questions 
Within each of the ten steps we have summarizeda number of the key questions that need to 
beasked(Donovan & Samler, 1994). These are shown below: 
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 Step 1: Setting the service vision. What service plane does the business aspire to? What makes 
the organization’s service package different from the competition? How will the service 
vision be communicated simply and effectively to customers, employees and business 
partners? 

 Step 2: Gaining commitment. What are the most obvious shortcomings between the service 
vision and existing business practices? What major projects will the organization need to 
initiate at the outset? Who are the key individuals, by name, who will sponsor, facilitate and 
manage the necessary changes? Does the organization have enough people who are 
committed and have the right skills and experience to overcome the inevitable resistance to 
change? 

 Step 3: The go/no-go decision. What is the overall probability of success? What are the risks 
and benefits associated with each major project? Can the organization afford the necessary 
investment of money and key human resources? Does the organization have the will and 
ability to become customer driven? If not, stop now. 

 Step 4: Segmenting the customer base. What are the particular needs of specific customers in 
different markets? What is the nature and quality of the business relationships with key 
customers? What role does the organization play in the success of its customers? 

 Step 5: Defining the success criteria. How will the organization measure the success of the 
Delighting Customers programme in business terms? How will the company measure and 
reward teams and individuals when operating in its chosen service plane? 

 Step 6: Customer feedback systems. How can the organization capture the customer’s 
viewpoint most effectively? How important are confidentiality and independence in this 
process? 

 Step 7: Analyzing results. How will the results of customer feedback be interpreted and help 
to build a customer-driven organization? Who will analyze the results and who will be 
responsible for service improvement and evolution? 

 Step 8: Making change happen. How will the organization be made to change in response to 
customer feedback? How will continuous service improvement be driven through a 
combination of quick fixes and long-term organization re-engineering? 

 Step 9: Communicating the changes. How will the organization communicate back to 
customers what they have told the researchers and how the business is responding? What will 
be the impact of this response on customers, employees and business partners? How will the 
loop be closed? How will the company decide when is the right time to communicate? 

 Step 10: Choosing where next to compete. How can the total product be embellished in order 
to move qualitatively into the next dimension of service? What new investment in skills and 
infrastructure is required for success in this next, higher service plane? Or will the business 
choose to remain on the same service plane? If so, where will efforts be focused to enhance 
existing services and effect process efficiencies? 

4.1 Discussion 
Each of the questions needs to be answeredhonestly before moving on to the next stage 
ofimplementation. Donovan and Samler(1994) indicated that unless the business is alreadypart of 
the way down the road, there can be noshort cuts: 
As Step 1 implies, there are early decisions to be taken about where the business wants to compete 
and how it will differentiate its service offering from those of competitors. A practical and down 
toearth statement of company values will always be better than lofty corporate-speak.  
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Step 2 opens up the debate by using a diagnostic health check of the organization to identify what 
needs to be done to bridge the gap between where the business is now and where it aims to be. The 
diagnostic health check should be based on world-class business criteria with a heavy focus on 
delighting customers, such as The European Model for Total Quality Management developed by 
the European Foundation for Quality Management, the USA’s Malcolm Baldrige National Quality 
Award or KPMG’s World Class Performance Model. 
The go/no-go decision of Step 3 can only be taken when all the individual project plans have been 
integrated into a programme that can be considered as an entity. It requires accurate risk 
assessment, including an honest review of the roadblocks confronting any programme of change. 
If the projects are clearly under-resourced or under-funded, or the business is patently under 
committed, a “go” decision will be doomed to failure. 
The segmentation of the customer base in Step 4can be a laborious and time-consuming 
business.This detailed analysis groups all customersaccording to their current and future needs and 
expectations. Involving the customer, marketing functions and product/service development 
groups is essential to the success of this step, during which the key attributes of relationship, 
product and service needs should be assessed. In addition, the success criteria, communication 
activities and appropriate feedback methods should be identified for each segment (customers, 
employees and opinion-shapers such as market analysts, consultants and the press, etc.). 
Having established what customers want and where the organization is falling short, it is relatively 
easy to fulfill Step 5 and define the criteria for success. For each customer grouping there should 
be no more than ten key areas where success will be measured. Typically, there could be three 
measures each at the customer (account) level and the product/market or business unit level, and 
four at the company level. Each should be simple and easy to understand. The success criteria at 
the company level will be common across all customer segments. At the business unit and 
customer level, they will vary according to the product on offer and the needs of the customer. 
With success criteria set, comprehensive customer satisfaction feedback systems will be essential 
as a means of listening to customers and measuring progress. Step 6 establishes this feedback 
mechanism for each of the customer groups identified as part of the segmentation carried out in 
Step 4. Above all, the questions asked should reflect what is important to the customer, not what 
is important to the supplier. Ultimately, the success of a customer survey programme should be 
judged against the changes that are made as a direct result. Unless the customer feedback is used 
to drive change, theentire programme loses all direction and relevance. As a simple rule, do not 
ask questions if the business cannot – or will not – act on the responses it gets. 
Survey results must be credible; they must be action oriented; and they must have operational 
implications. Step 7 involves this detailed analysis of customer views to produce the action plans 
to drive tactical and strategic improvements. It will not be possible to tackle immediately all the 
issues raised. Actions need to identify a number of priority issues that can be assigned to 
individuals and local improvement teams, as well as the fundamental problems that require 
changes to business strategy or processes, or demand significant new investment. 
A detailed understanding of the sources of customer dissatisfaction and an identification of 
opportunities for improvement is the essential starting point for Step 8: making change happen 
during this step, the organization will develop a change management programme to facilitate the 
successful introduction of the improvements that have been identified already. For many 
organizations, this is one of the most daunting tasks to be faced on the journey towards delighting 
customers. 
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Step 9 acknowledges the power of communication, which should be a recurring theme throughout 
the delighting customers process. What, when and how to communicate is a strategic decision and, 
once again, it is important that the organization does not overpromise and under-deliver in its 
dealings with customers, employees, the business community and other opinion formers. In the 
same way that sales and technical teams should be involved throughout the programme, corporate 
affairs, public relations and marketing professionals should be involved in developing the 
communications strategy. When it comes to delivering the messages, the regular direct contact 
between the account teams and their customers also has a key role. 
By the time that Step 10 is reached, the organization will be in a position to analyze the success of 
the programme and assess the readiness of the business to undertake further changes. The objective 
is to decide whether or notto undertake a step change to a new and higher service plane. This 
decision will also be driven by the organization’s goals and be taken against the background or 
market and competitive pressures. By cycling continuously through the ten-step approach the 
organization will develop and sustain its customer-driven focus. 
5.0 Conclusion 
Research shows there are increasing business failures. Generally the fault is identified with wrong 
strategy. Firms are still fighting to find the right strategy. So is it that strategy is a myth and good 
for nothing? Before jumping to this conclusion, consider two facts. First, worldwide research 
shows that firms with a strategy have got much more chances of success compared to those without 
a strategy. Yes there are issues with strategy but it does matter and delivers when the inherent 
limitations are understood and taken care of. Second, the implementation part is the one which 
gets less attention and leads to failure. However good a strategy one may develop, if it is not 
implemented, it will be of no use. Thus companies operating need to understand the inherent issues 
in strategy on one hand and focus on strategy implementation on the other to get the intended 
results.So while most companies develop their businessstrategy in some formalized, purposeful 
waythat typically translates into strategic plans onmarket positioning, investment, growth 
andmajor initiatives to pursue, the same degree ofrigor is rarely applied to the 
organizationalimplications of strategy. 
In response to the rapidly changing business environment, CRE teams must move away from the 
traditional, functionally focused organizational model and move toward the integrated and 
strategic capabilities. In the emerging model, relationship management and strategy development 
are the key capabilities of the core leadership team. Tactical planning and execution will be 
delegated to strategic alliance partners. CRE teams will achieve success in this model by becoming 
small and agile, delegating non-strategic activities to partners and utilizing quality assurance 
systems to achieve desired results. 
The shift towards becoming a truly customer centric organization is both complex and long but, 
do not be put off by this as even the smallest changes to policy and processes can have a significant 
benefit for both employee and your customer. Being a customer centric organization is the Holy 
Grail towards unlocking the true potential of customer value. Always put yourself in the shoes of 
the customer and minimize customer effort and maximize customer value. 
In our opinion, The Ten Step Approach to Delighting Customers will help you to build a customer-
driven organization. Integrating the concept of the fifth P into your service offerings will provide 
you with delighted and loyal customers and give you an opportunity to gain a business edge that 
is the envy of your competitors. 
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Abstract 
 
The study examines the impact of entrepreneurial marketing on the performance of SMEs in 
Abuja. The proxies for entrepreneurial marketing are strategic orientation, market orientation, 
innovation orientation and resource leveraging and performance is measure with market share, 
sales increase and increase in profitability. Over the years, entrepreneurial marketing is use to 
enhance the performance SMEs but instead SMEs performance increase, yet it deteriorating and 
declining in Abuja. The study use survey research design and employed the used of questionnaire 
to the respondents who are the managers of SMEs in Abuja. The population of this study is 2690 
SMEs according to Small and Medium Enterprises Development Agency of Nigeria Survey, 
(SMEDAN) in 2013. The population was reduced to 400 based on Taro Yamane formula. The 
study used normality test, simple percentages, mean, correlation and regression with the aid of 
statistical package of social science (SPSS). The finding indicates that there is a significant 
relationship between entrepreneurial marketing and performance of SMEs in Abuja. The study 
suggested that entrepreneurial marketing should be encouraging more than before in Abuja since 
it contributes to performance of SMEs. They should try as much as possible to introduce to local 
or village small businesses that do not understand the rudiment of entrepreneurial marketing. 
 
Keywords: Entrepreneurial Marketing, Performance, Strategic Orientation, Market Orientation, 
Market Share and Sales Increase 
 
Introduction  
 
Today’s business environment is changing and market conditions are shaped by chaos, 
fragmentation, unsureness, complexity and ambiguity.Traditional marketing emphasizes 
customer-orientation which is market driven and connected to product development. 
Entrepreneurial marketing on the other hand is more innovation -oriented which means that it is 
idea-driven and assessment of market needs is more likely intuitive (Stokes, 2000). Therefore, 
small and micro entrepreneurs, in an entrepreneurial perspective, need market in a way that suits 
a small and/or growing firm that does not have the resources or operational structure of a large 
company (Gilmore, 2011). The availability of opportunities tends to correlate with rates of 
environmental change, indicating a need for marketers to engage in heightened levels of both 
actions search and discovery in order to increase performance in terms quality improvement, cost 
reduction and service quality. Further, exploitation of opportunity entails learning and ongoing 
adaption by marketers before, during and after the actual implementation of an innovative concept.  
 

Entrepreneurial marketing such as strategic orientation, market orientation, innovation orientation 
and resource leveraging have been adopted by small and medium scale enterprises in Abuja in 
marketing their product in order to improve performance. Yet the performance of SMEs in Abuja 
is not improving and they are deteriorating and dying every day. From the extant literature, various 
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studies have been conducted on entrepreneurial marketing and performance of SMEs but none of 
the study address to SMEs in Abuja. Therefore, this study fills the research gap by examining the 
impact of entrepreneurial marketing on performance of SMEs in Abuja.  
 

The objective of this study is to examine the impact of entrepreneurial marketing on performance 
of SMEs in Abuja and the specific objectives are to: determine the impact of strategic orientation 
on the performance of SMEs in Abuja, evaluate the impact of market orientation on the 
performance of SMEs in Abuja and to examine the impact of innovative orientation on the 
performance of SMEs in Abuja.  
 

The scope of this study is restricted to entrepreneurial marketing and performance of SMEs in 
Abuja. The period of study is 3 months from Jan, 2018 to March, 2018. The period is chosen 
because the study use point in time data and information need in this study is obtained within this 
period. The study use SMEs in Abuja because entrepreneurial marketing describes the marketing 
enterprises o f micro, small and medium sized entrepreneurs (Kraus, Rainer & Harms, 2010). 
Entrepreneurial marketing takes place in a firm of any sizes, but the meaning might be different 
for the small and big companies (Bjerke & Hultman, 2002). 
 

The study is significance to the marketing entrepreneurs in order to improve in entrepreneurial 
marketing activities. The study is also significance to the SMEs owners in Abuja as well as Nigeria 
with the rest of the world since it will help them to understand the rudiment of entrepreneurial 
marketing and how it can help them to achieve greater performance. The study is also significance 
in the fact that it will assist researchers who want to further the study in this area.    
 
The hypotheses are stated below: 
 

H01: There is no significant relationship between strategic orientation and performance of SMEs 
in Abuja 
H02: There is no significant relationship between market orientation and performance of SMEs in 
Abuja 
 
H03: There is no significant relationship between market innovative and performance of SMEs in 
Abuja 
 
Concept of Entrepreneurial Marketing  
 
The term entrepreneurial marketing describes the marketing processes of firms pursuing 
opportunities in uncertain market circumstances, often under constrained resource conditions 
(Becherer, Haynes & Fletcher, 2006). Morris, Schindehutte, La and Raymond (2002) assert that 
entrepreneurial marketing is the proactive identification and exploitation of opportunities for 
acquiring and retaining profitable customers through innovative approaches to risk management, 
resource leveraging and value creation. Collinson and Shaw (2001) described entrepreneurial 
marketing as responsiveness to the marketplace and a seemingly intuitive ability to anticipate 
changes in customer demands. Morrish (2011) considered entrepreneurial marketing as a strategy 
for the twenty-first century because it plays a role in addressing the dynamic marketing 
environment of recent times where both the entrepreneur and the customer are the core actors, co-
creating value within the marketing environment, for that reason organizations engaging in 
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entrepreneurial marketing need to be both customer and entrepreneur centric in their strategic 
approaches. 
 
Concept of Performance  
 

Performance refers to ability of an enterprise to achieve such objectives as high profit, quality 
product, large market share, good financial results, and survival at pre-determined time using 
relevant strategy for action (Koontz & Donnell, 2003). Performance is associated with quantity of 
output, timeliness of output, presence or attendance on the job,  efficiency of the work completed 
and effectiveness of work completed (Mathis & Jackson, 2009). The use of non-financial measures 
to manage organizations appears to be positively associated with organizational performance on 
average. The association is often weak, however; there is considerable variation in the experience 
of individual organizations. Attempts to predict which types of organizations will benefit more 
from nonfinancial measures than others had mixed results (Hoque & James, 2000; Randall, 2003). 
Another stream of studies focused on the role of strategic performance measurement systems such 
as balanced scorecards in assisting managers to develop competitive strategies. Chenhall (2005) 
indicates that a distinctive feature of such systems is that they are designed to present managers 
with financial and non-financial measures covering different attributes that translate strategy into 
a coherent set of performance measures. He identified three interrelated dimensions of integrative 
strategic performance systems. The first is the integration between strategy and operations. The 
second attribute is focusing on customer linkages. The third attribute is supplier orientation. He 
also noted market share, customer satisfaction, product/service quality and efficiency. Chow and 
Steve (2006) investigates the relative use of financial, nonfinancial and subjective performance 
measures derived from subjective judgment.  
Conceptual Model  
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
Researchers Model, 2018 
The researchers conceptualize this model by ensuring that entrepreneurial marketing is model in 
three different ways such as strategic orientation, innovative orientation and market orientation in 
order to achieve performance of SMEs any given economy of the world. The model also reveals 
positive relationship by indicating PR in the arrear which implies that entrepreneurial marketing 
contributes significantly to performance of SMEs in any firms that apply it.     
Empirical Findings  
 

Entrepreneurial Marking  

Performance of SMEs 
Strategic 

Orientation  

Innovative  

Orientation  

Market  

Orientation  

PR 

PR 
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Gungor, Selim, Sule and Hale (2012) dimensions of entrepreneurial marketing and innovative 
performance are tested with data collected through structured questionnaires administered face-to-
face to managers of 560 SMEs in the Turkish manufacturing industry. Analyses results revealed 
that procactiveness, innovativeness, customer intensity, resource leveraging dimensions of 
entrepreneurial marketing are positively related with innovative performance. 
 
ExcimireyAmer, Mohammd, Mohammed and Muhammed (2013) explore the relationship 
between entrepreneurial marketing (EM) and performance indicators namely; service quality, 
competition, costs reduction and customer satisfaction in Jordanian hotels. A stratified sample of 
28 hotels which are located in the most touristic cities in Jordan: Amman, Petra, Aqaba and Dead 
Sea are selected to answer a questionnaire by their marketing managers. The results showed that 
there is a strong positive relationship between the entrepreneurial marketing and the performance 
indicators in Jordanian hotels. 
 
Emily and Winifred (2017) focused on analyzing the effects of entrepreneurial marketing on 
performance of real estate enterprises in Nairobi, Kenya, using the case of Optiven Limited. The 
objectives of the study were to unveil how strategic orientation, innovation orientation, market 
orientation and resources leveraging affect the performance of Optiven as a real estate enterprise 
in Nairobi, Kenya. The beneficiaries of the study are future researchers, owners and top 
management of Optiven Limited and other companies. The research adopted a descriptive research 
design, the researcher used a questionnaire as the primary data collection instrument. The 
questionnaire was designed to give a brief introduction. This included analysis of data to 
summarize the essential features and relationships of data in order to generalize from the analysis 
to determine patterns and behavior of particular outcomes. The instrument was pilot tested on 10 
clients to ensure validity and reliability. Descriptive statistics was used to analyses qualitative data, 
qualitative data was coded and classified into themes and perceptions and reported in the findings 
and the target population was obtained from Optiven Limited clients who are 522 in number. 
Inferential statistics using correlation, multiple linear regression models and ANOVA analysis 
were undertaken using SPSS version 21.The data was presented in tables, graphs and pie charts. 
The findings of the study revealed a strong relationship between strategic orientation, market 
orientation, innovation orientation and resource leveraging on performance of real enterprise a 
case of Optiven Limited.  
 
Olannye and Eromafuru (2016) examined the effect of entrepreneurial marketing on the 
performance of fast food restaurants in Asaba, Delta State. The survey research design method 
was employed. The sample objects were 160 staff and customers of some selected Fast Food 
Restaurants in Asaba, Delta State. A 20-item validated structured questionnaire served as the 
research instrument. The correlation and multiple regression analysis were used as major analytical 
tools. The findings revealed that entrepreneurial pro-activeness, entrepreneurial innovation and 
entrepreneurial opportunity recognition as indicators of entrepreneurial marketing exhibited a 
significant positive effect on competitive advantage. 
 
Entrepreneurship Innovation Theory  
 
This theory is propounded by Schumpeter (1939) who viewed entrepreneurship as the fourth factor 
of production, as the catalyst of economic performance and revitalization. He also indicated that 
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an entrepreneur is the one who is innovative, creative and has a foresight. Innovation and enterprise 
are concerned mainly with producing new combinations. It is the entrepreneur who breaks the 
cycle of routine activity, swimming against the stream to produce new products and techniques of 
production, discover new markets, explore new sources of raw material and rearrange markets 
(Davidsson, Delmar & Wiklund, 2006) and leading to an increasing rate of the survival of small 
and medium scale business in the social enterprise sector (Deakins & Freel, 2009).  
 
Marketing Orientation (MO) Theory  
Influence of MO in an organization performance has been a matter of research enquiry many years. 
It is an organization's response to the external environment – how the firm deals with customers 
and competitors (Kumar, Jones, Venkatesan & Leone, 1998). Hills, Hultman and Miles (2008) 
found that marketing processes in entrepreneurial marketing did not follow traditional marketing 
mix variables of price, place, promotion, and product. Instead entrepreneurial marketers “live” 
continuously with the market, their vision and customer preferences present in their minds, 
constantly thinking of how to improve customer value. We take cognizance of overlying concepts 
of marketing orientation as an important contributor to business and new venture performance 
(Jones & Rowley, 2011). Furthermore, we acknowledge the significance of the interaction between 
entrepreneurship, innovation and marketing as a means to venture performance and performance 
(O’Dwyer, Gilmore & Carson, 2009). 
 
Research Methodology  
 
 

The study adopted design which is non-experimental design type. Thus, it is a survey type which has 
the sole aim ascertaining entrepreneurial marketing and performance of SMEs in Abuja. The 
population of this study includes all the SMEs registered in Abuja which is made of six area 
councils. According to small and medium enterprises development agency of Nigeria survey report 
of 2013, there are 2690 SMEs in Abuja and this was reduce to 400 using Taro Yamane formula. 
The questionnaire was designed in five point likert scale and was administered randomly to the 
owners of SMEs in Abuja. The questionnaire was administered in a pro rata basis. Therefore, the 
total copies of administered questionnaire were 400. The researcher Opusunju administered 
questionnaire personally in Gwagwalada and other Area councils were assisted by research 
assistants who helped to administered questionnaire and returned it after one week to him. 
However, the study also administered questionnaire to the customers of the SMEs in Abuja 
accidentally. The researchers realized a total returned of 129 copies of questionnaire from the 
owners of SMEs in Abuja. The questionnaire was design for customers to assess entrepreneurial 
marketing while SMEs owners asses performance of SMEs.  The researchers received only 206 
copies of questionnaire returned from the respondents who are customers.  The study used 
regression and correlation as well as mean in analysing the data with the aid of econometric view 
9.00.  Therefore statistical model of regression was stated below: 
SMP = α +β1SO+ β2MO+ β3INO+ μ  …………………………….. (1) 
Where:- 
SMP= SMEs Performance in Abuja  
OS= Strategic Orientation  
INO= Innovative Orientation  
MO= Market Orientation   
α = Intercept,  
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β = Coefficient  
μ = error term 
Correlation model  
r  = n∑xy - ∑x∑y 
√{(n∑x2) – (∑x)2  (n∑y2) – (∑y)2)} …………………equation 2 
Where: 
r = Correlation Coefficient 
x = proxies for independent variable  
y = proxies for dependent Variable  
n = number of observations 
The copies of questionnaire were tested to ensure that the questions being answered properly and 
table below indicates the reliability value of the variables.  
Table 1: Reliability test 
Variables Number of items  Cronbach’s Alpha 
Performance of SMEs   3 0.71 
Strategic Orientation  3 0.77 
Market Orientation 3 0.74 
Innovative Orientation 3 0.72 

Source: researcher’s computation (2013) 
However, the Alpha values are reliable. 
Data Analysis  
 

Table 2: Innovative Orientation   
 Items- innovative orientation  5 4 3 2 1 

SMEs in Abuja engage in product 
branding innovation  

68(33.00) 77(37.37) 4(1.94) 19(9.22) 38(18.44) 

SMEs quality of services and product is 
improved  

61(29.61) 89(43.20) 8(3.88) 32(15.53) 16(7.77) 

There is effective product identification 
from each owners of SMEs product  

93(45.14) 57(27.67) 2(0.97) 20(9.71) 34(16.50) 

Source: survey, 2017  
Table 3: Mean of Innovation orientation   

Variables  5 4 3 2 1 FX N Mean Remarks Ranking  Sectoral 
mean 

Product 
branding  

68 77 4 19 38 736 206 3.57 High 3rd  
 
3.68 Quality 

services 
/Product  

61 89 8 32 16 765 206 3.71 High 2nd  

Product 
identification  

93 57 2 20 34 773 206 3.75 High 1st 

Author’s Computation, 2018 
The above table indicates that innovation orientation adopted by SMEs in Abuja is unique since 
the sectorial mean is more than the average. This implies that SMEs owners in Abuja use 
innovative orientation in Abuja effectively.  
Table 4: Market Orientation  
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 Items- Market Orientation    5 4 3 2 1 
SMEs in Abuja create value for product 
and services  

88(42.71) 71(34.47) 3(1.46) 34(16.50) 10(4.85) 

SMEs in Abuja have customers intensity 
in mind why developing a product 

73(35.44) 68(33.00) 1(0.49) 33(16.02) 31(15.05) 

SMEs are competing with each other in 
Abuja to improve their services   

70(33.98) 84(40.78) 2(0.97) 29(13.88) 21(10.19) 

Source: survey, 2018 
Table 5: Mean of Market Orientation  

Variables  5 4 3 2 1 FX N Mean Remarks Ranking  Sectoral 
mean 

Value 
creation  

88 71 3 34 10 811 206 3.94 High 1st   
 
3.75 Customer 

intensity  
73 68 1 33 31 737 206 3.58 High 3rd  

Competitor  
orientation  

70 84 2 29 21 771 206 3.74 High 2nd 

Author’s Computation, 2018 
The above table indicates that market orientation adopted by SMEs in Abuja is unique since the 
sectorial mean is more than the average. This implies that SMEs use market orientation effectively 
in Abuja.   
 Table 6: Strategic Orientation  

 Items- Strategic Orientation  5 4 3 2 1 

Customers purchase more of SMEs 
product and use more of its services   

33(16.02) 45(21.84) 3(1.46) 77(37.38) 48(23.30) 

Price of SMEs product is avoidable  27(13.11) 31(15.05) 2(0.97) 89(43.20) 57(27.67) 
SMEs in Abuja promote their product 
well  

28(13.59) 20(9.71) 5(2.43) 73(35.44) 80(38.83) 

Source: survey, 2018 
Table 6: Mean of Strategic Orientation 

Variables  5 4 3 2 1 FX N Mean Remarks Ranking  Sectoral 
mean 

Purchase 
decision  

33 45 3 77 48 556 206 2.69 Low  2nd   
2.36 

Cost strategy  27 31 2 89 57 402 206 1.95 Low  1st  

Promotion 
strategy  

28 20 5 73 80 500 206 2.43 Low  3rd 

Author’s Computation, 2018 
The above table indicates that strategic orientation of SMEs in Abuja is not unique since the 
sectorial mean is less than the average. This implies that SMEs does not use strategic orientation 
effectively in Abuja.   
Tables 7:  Performance of SMEs  

Items 5 % 4 % 3 % 2 % 1 % 
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The SMEs in Abuja 
have increase 
drastically  

10 7.75 21 16.17 3 2.23 44 34.10 51 39.53 

Customers are well 
satisfy with SMEs 
product 

19 14.72 23 17.82 3 2.23 55 42.63 29 22.48 

There is quality 
improvement in 
SMEs in Abuja  

11 8.52 23 17.82 5 3.87 48 37.20 42 32.55 

The quality of 
Services is 
encouraging in Abuja  

56 41.79 39 29.10 1 0.74 21 15.67 17 12.68 

Source: Fieldwork, 2018 
Table 8: Mean of Performance of SMEs 

Variables  5 4 3 2 1 FX N Mean Sectoral 
Mean 

Number of 
branches  

10 21 3 44 51 282 129 2.18  
 
2.73 Customers 

satisfaction  
19 23 3 55 29 335 129 2.59 

Quality 
improvement  

11 23 5 48 42 300 129 2.32 

Quality of service 56 39 1 21 17 498 129 3.86 

Author’s Computation 
The above table indicates that performance of SMEs in Abuja is not unique since the sectorial 
mean is less than the average. This implies that SMEs in Abuja does not perform well since the 
sectorial mean is below average.   
 
Table 9: Descriptive statistics  

 SMP SO MO INO 
 Mean  2.737292  2.362708  3.755313  3.689375 
 Median  3.000000  3.000000  3.000000  2.000000 
 Maximum  5.000000  5.000000  5.000000  5.000000 
 Minimum  1.000000  1.000000  1.000000  1.000000 
 Std. Dev.  1.128022  1.339830  1.251359  1.042447 
 Skewness -0.156788 -0.155883  0.240333  0.122419 
 Kurtosis  2.187346  1.986465  2.369824  2.123505 

     
 Jarque-Bera  10.77290  11.63593  10.05058  15.43131 
 Probability  0.000178  0.000214  0.001510  0.000241 

     
 Sum  1174.000  1130.000  1035.000  1002.010 
 Sum Sq. Dev.  471.7196  518.7396  413.3116  215.4013 

     
 Observations  129  206  206  206 
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The descriptive statistics shows that the average scores for SMP , SO, MO and INO respectively 
and the Jargue-Bera probabilities in the respective variables shows that the data are not normally 
distributed since the probability is less than 5%. However, the data set were screen and the 
probabilities were greater than 5% which implies that data set are normally distributed as showing 
below:  
 
Table 10: Correlation Matrix  

  SMP SO MO INO 

SMP 1    
SO 0.705935 1   
MO 0.842770 0.726463 1  
INO 0.729221 0.763111 0.81818 1 

Econometric view, 9.00, 2018 
Tableindicate that there is a positive association between the dependent variable and independent 
variables in the study.  
 
Table 11: Regression Result  
Dependent Variable: SMP   
Method: Least Squares   
Date: 03/07/18   Time: 15:42   
Sample: 1 206    
Included observations: 206   

     
     Variable Coefficient Std. Error t-Statistic Prob.   
     
     C 0.654857 0.012089 11.55819 0.0000 

OS 0.106881 0.011577 2.012219 0.0089 
MO 0.632850 0.038018 13.17934 0.0000 
INO 0.106887 0.068175 1.556408 0.0004 

     
     R-squared 0.807429     Mean dependent var 2.817708 

Adjusted R-squared 0.761698     S.D. dependent var 1.394912 
S.E. of regression 0.421012     Akaike info criterion 1.141993 
Sum squared resid 78.98722     Schwarz criterion 1.183141 
Log likelihood -205.2127     Hannan-Quinn criter. 1.118016 
F-statistic 1141.153     Durbin-Watson stat 0.082528 
Prob(F-statistic) 0.000000    

     
     Econometric view, 9.00, 2018  

Decision rule: 5% 
From the regression result, entrepreneurial marketing coefficient for strategic orientation is 
positive and significant in achieving performance of SMEs in Abuja. The SMP=0.65 +0.01OS 
which indicates that performance of SMEs will increase by 1% for every 1% increase in strategic 
orientation. The p-value of 0.00 is less than the t-statistic value of 2.01 and the standard error value 
of 0.01 is less than the t-statistic value which indicates that there is a significant relationship 
between strategic orientation and performance of SMEs in Abuja.  
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Entrepreneurial marketing coefficient for marketing orientation is positive and significant in 
achieving performance of SMEs in Abuja. The SMP=0.65 +0.63MO which indicates that 
performance of SMEs will increase by 63% for every 1% increase in market orientation. The p-
value of 0.00 is less than the t-statistic value of 13.17 and the standard error value of 0.01 is less 
than the t-statistic value which indicates that there is a significant relationship between market 
orientation and performance of SMEs in Abuja. 
 
Entrepreneurial marketing coefficient for innovation orientation is positive and significant in 
achieving performance of SMEs in Abuja. The SMP=0.65+0.10INO which indicates that 
performance of SMEs will increase by 10% for every 1% increase in inoovation orientation. The 
p-value of 0.00 is less than the t-statistic value of 1.55 and the standard error value of 0.06 is less 
than the t-statistic value which indicates that there is a significant relationship between innovative 
orientation and performance of SMEs in Abuja. 
The f-statistic of 1141.153 with a probability of value of 0.00 indicates that the model is a good 
fit. The R2 of 80 shows that about 80% variations in entrepreneurial marketing can be explain by 
performance of SMEs in Abuja and remaining 20% is noted as error term in the model. This 
implies that there is a significant relationship between entrepreneurial marketing and performance 
of SMEs in Abuja.  
 
Discussion of Findings 
From the analysis, the study found that there is a significant relationship between entrepreneurial 
marketing and performance of SMEs in Abuja. Other findings were that there is a significant 
relationship between strategic orientation and performance of SMEs in Abuja. Also, there is a 
significant relationship between market orientation and performance of SMEs in Abuja and there 
is a significant relationship between innovative orientation and performance of SMEs in Abuja. 
The study is line with the finding of Emily and Winifred (2017) who found a statistical significant 
relationship between the variables and the study is also in line with Entrepreneurship Innovation 
Theory which implies that entrepreneurship as the fourth factor of production, as the catalyst of 
economic performance and revitalization. He also indicated that an entrepreneur is the one who is 
innovative, creative and has a foresight. Innovation and enterprise are concerned mainly with 
producing new combinations. It is the entrepreneur who breaks the cycle of routine activity, 
swimming against the stream to produce new products and techniques of production, discover new 
markets, explore new sources of raw material and rearrange markets and leading to an increasing 
rate of the survival of small and medium scale business in the social enterprise sector.  
 
Conclusions and Recommendations 
The study concluded that there is a significant relationship between entrepreneurial marketing and 
performance of SMEs in Abuja. Other findings were that there is a significant relationship between 
strategic orientation and performance of SMEs in Abuja. Also, there is a significant relationship 
between market orientation and performance of SMEs in Abuja and there is a significant 
relationship between innovative orientation and performance of SMEs in Abuja. Study suggested 
that entrepreneurial marketing should be encouraged more than before in Abuja since it contributes 
to performance of SMEs. They should try as much as possible to introduce to local or village small 
businesses that do not understand the rudiment of entrepreneurial marketing.      
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Abstract 
 
The study examines the impact of industrialization on poverty level in Nigeria. The study used pro 
poor growth industrialization strategy, import substitution strategy, agro-based industrialization 
strategy and labour intensive strategy as indicators for industrialization. A Point in time data was 
collected from primary source covering a period of 25 months from January 2016 to Jan, 2018. 
The population of this study was the estimated population of Nigeria according to the latest United 
Nations estimates on Saturday, June 3, 2017, the current population of Nigeria is 191,407,111 and 
the sample size was derived using Taro Yamane formula and the sample size was 400. Simple 
percentage, mean and standard deviation, multiple regressions and Pearson correlation coefficient 
were used with a statistical package of e-view and findings reveal that there is a significant 
relationship between industrialization strategies and poverty level in Nigeria. This implies that 
import substitution strategy, agro-based strategy, pro poor growth strategy and labour intensive 
strategy help to reduced poverty level in Nigeria. The study therefore recommends that Nigerian 
government should focussed on industrialization by ensuring that development is close to the poor 
in the villages since the good and services consumes in the cities are from the villages. They should 
developed agricultural sector and try to import goods in Nigeria to other countries and export less 
from other countries since industrialization can help to reduced poverty level in Nigeria. 
 
Keywords: Industrialization, Poverty, Substitution Strategy, Pro Poor Growth Strategy, Import 
Substitution Strategy 
 
Introduction  
 
Industrialization is important and powerful instrument for stimulating entrepreneurship 
development any developing countries like Nigeria. The substantial and significant progress and 
advancement due to industrialization in Nigeria from the inception of the Nigeria’s independence 
brought about various ways to improve industrialization in order to aid the development of 
entrepreneurs by ensuring that they brought out innovation and taking risk. Industrialization has 
been seen as a veritable channel of attaining the lofty desirable conception and goals of improved 
quality of life and the populace. This is because; industrial development involves extensive 
technology- based development of the productive (manufacturing) system of the economy. 
Industrialization is a generic name for a set of economic and social processes related to the 
discovery of more efficient ways for the creation of value in order to ensure the development of 
entrepreneurs. Industrialization is the ensure way to ascertain that entrepreneurs developed new 
product, assume risk and finance the most profitability business since expansion of industry, 
productive input such as labour, raw material, capital and domestic consumption are available to 
the society through the art of industrialization.   
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Over the years, Nigerian government implemented polices that bring industrialization in terms of 
expansion of industry, productive input such as labour, raw material, capital and domestic 
consumption in order to ensure that entrepreneurs discovered ways to developed their skills such 
as risk taking, innovation, entrepreneurship training, finance and creativity. Yet, entrepreneurs in 
Nigeria are skill adopting old ways of doing business without taking risk, innovating product or 
services and providing adequate training that will ensure creativity in order to finance the business 
properly. From the extant literatures, studies were conducted in United State and other countries 
but none of the study used North Central Nigeria in examining the impact of entrepreneurship 
development on industrialization.   
The objective of this study is to examine the impact of entrepreneurship development on 
industrialization in North Central, Nigeria. The specific objective of this study are to: determine 
the impact of entrepreneurship development on improve productive input in North Central, 
Nigeria.  
The scope of this study is restricted to industrialization and entrepreneurship development in 
Nigeria by covering North Central.  The study covered a period of 13 years from 2005-2017 and 
this period is chosen because it involved the period Nigerian Government started encouraged 
industrialization. However, this period is also chosen because government of Nigeria makes 
entrepreneurship education compulsory in all institution of learning in 2006 which is also included 
this period.   
The study is significance to Nigerian Government because it will assist them to ensure properly 
industrialization in ensuring that productivity input are available for the entrepreneurs to use and 
develop new product or innovate new ideas in the market. The study is also beneficiary to 
entrepreneurs since it will assist them to identify business opportunity through the process of 
industrialization in Nigeria. The study is also significant because it will fill a research gap in 
knowledge and help students who want to further carry out research in this area of interest.  
The hypothesis is stated below: 
HO1: There is no significant relationship between entrepreneurship development and 
 improve productive input in North Central, Nigeria.  
 

 
Concept of Industrialization 
Industrialization is an essential aspect of long-run development in that most nations that have 
achieved socio-economic development, though with some attendant environmental consequences, 
have also seen structural transformation from primary production towards industrialization (Aneta, 
2006). Industrialization is to increase output using the more mechanized  system of production. 
Anyanwu, Oyefusi, Oaikhenan and Dimowo (1997), industrialization is the process of building up 
a nation’s capacity to convert raw materials and other inputs to finished goods for other production 
or for final consumption.  
Industrialisation has been conceptualised as the process of transforming raw materials, with the 
aid of human resources and capital goods into  consumer goods, new capital goods which allows 
more consumer goods, including food, to be produced with the same human resources and social 
overhead capital, which together with human resources provides new services to both individuals 
and businesses (Ekpo, 2005). Industrialisation takes place whenever production is carried out on 
the basis of machines and fabricated tools. Industrialization process is initially guaranteed when 
there is a systematic policy measure to steer resources into the productive process, so that 
eventually growth of output must be generated through the growth of productivity. 
Industrialization involves the application of scientific methods to solving problems, mechanization 
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and a factory system, the division of labour, the growth of the money economy, and the increased 
mobility of the labour force both geographically and socially(Zurekas, 2001). In this study 
industrialization is conceptualize as a process ensuring advanced productive input such as labour, 
raw material, capital and domestic consumption into an economy in order to ensure the 
development of such an economy  

 
Concept of Entrepreneurship Development  
Entrepreneurial development according to Ndechukwu (2001), McOliver (1998) and Ameashi, 
(2006) is the productive transformation of an entrepreneur, a single thread runs through all of them: 
the ability to identify business opportunities, the ability to be able to harness the necessary 
resources to use opportunities identified, the ability and willingness to initiate and sustain 
appropriate actions towards the actualization of business objectives. Paul (2013) note that 
entrepreneurship is more than starting a business. It also a process through which individuals 
identify opportunities, allocate resources, and create value. Entrepreneurship is the manifest ability 
and willingness of individuals, on their own, in teams, within and outside existing organizations, 
to: –perceive and create new economic opportunities (new products, new production methods, new 
organizational schemes and new product-market combinations) and to –introduce their ideas in the 
market, in the face of uncertainty and other obstacles, by making decisions on location, form and 
the use of resources and institutions. Entrepreneurship is “at the heart of national advantage” 
(Porter, 1990). In this study, entrepreneurship development is conceptualize as a process of risk 
taking, innovation, entrepreneurship training, finance and creativity in order to provide adequate 
good and services that have not existed before or adding value to the existing products, ideas or 
goods and services. 
  
Conceptual Model  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Researchers Model, 2018 
The researchers conceptualize this model by indicating the concept of industrialization and concept 
of entrepreneurship development. The model explain that industrialization contribute to 
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entrepreneurship development. The model further realized that industrialization is a way of 
ensuring improve productive inputs in a country by bring about effective labour, good raw 
material, capital and domestic consumption in order help entrepreneurship developed by taking 
risk to invest their capital, innovating product, ideas, goods and services and receiving training 
that make them effective in discovering new business opportunity and finance the new business 
by being creativity.  
Simple Theory of Industrialization 
 
The theory states that two general assumptions are necessary to achieve this. First, output is 
produced both by skilled and unskilled labor. The second is that households derive benefits from 
both income (generated from both skilled and unskilled labor) and human capital (generated from 
the education obtained by children)(Acemoglu, 2008). The theory believes that industrialization is 
a sure ground for economic growth that ensure entrepreneurship development in making them to 
produced productive with new features and quality.  
 
Empirical Review  
Jackin (2004) examine the impact of industrialization on entrepreneurship development in United 
State of America. He used survey research method and administered questionnaire to the small 
and medium scale enterprises. The population of the study is the entire SMEs owners in United 
State but the researcher determine the sample size by using accidental method of selecting only 
300 respondents that participated in the exercise. The study use regression and the finding shows 
that there is a significant relationship between industrialization and entrepreneurship development.  
 
Jelilov, Enwerem and Abdurahman (2013) study the impact of Industrialization on Economic 
Growth: The ten (10) selected Economic Community of West Africa (ECOWAS) Experience 
members’ states (2000-2013) namely; Republic of Nigeria, Benin Republic, Cabo Verde, Cote 
D’voire, The Gambia, Ghana, Guinea Bissau, Mali, Niger and Senegal. The study set three major 
objectives which include investigating the effect of fiscal and monetary policy on Gross Domestic 
Product, determining the relationship between government spending and industrial development 
and to determine the effect of budget on investment or employment generation. The study only 
utilized secondary data from National Bureau of Statistics and Central Bank of Nigeria statistical 
bulletin 2014. The study specified a workable model in which GDP is the dependent variable while 
industrial output, foreign direct investment, interest rate, foreign exchange rate and inflation rate 
were independent variables. Ordinary least square (OLS) technique, F-test was usedas analytical 
techniques. The study revealed that industrialization has a negative impact on economic growth in 
Nigeria in the long run. This was confirmed by the F-test value (559.02).  
 

Lukman (2013) study the rate of industrial development in developing nations, considering a case 
of Nigerian small and medium scale business enterprises (SMEs) in order to unlock the potentials 
that are eminent in the manufacturing sector. A total of 600 SMEs owners and managers were 
administered questionnaires to. The analysis of this research work was based on the opinion of the 
successful 517 respondents. The result obtained from this research suggested that there are no 
special techniques employed by the SMEs other than the fact that they were able to manage the 
situation and still ensure business profitability despite the huge economic deficiencies present in 
the economy 
Research methodology  
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The research design used is survey research design and it is used because is a point in time data 
and employing qualitative approach. The study relay questionnaire administered to the owners of 
SMEs and the reason for using qualitative approach in analysing and interpretation of data is that 
the analysis is simple and easy to draw conclusion. However, the population of this study is 9580 
SMEs owners in North Central Zone of Nigeria according to Small and Medium Enterprises 
Development Agency of Nigeria Survey, (SMEDAN) 2013 and this was reduced using Taro 
Yamane formula as stated below:  
n=N/1+N(e)2 
Where N is the population size  
e is the margin error (assume 5%) 
1= constant= 
e=0.05 
n = 9580/1+9580(0.05)2 
n=9580/1+9580(0.0025) 
n = 9580/1+23.96 
n = 9580/24.96 
n= 384 
Simple random sampling is to administer the questionnaire to the respondents and it is used 
because it allows for equal opportunity of the respondents being selected. The questionnaire is 
administered to the respondents in each state of the Federation. However, questionnaire was 
administered to the respondents across the 6 states including Abuja. The questionnaire was 
administered on the pro rata basis to 6 states including Abuja making it 7 in number. And each 
state received 54 copies of questionnaire and Abuja received 60 copies of questionnaire. The 
reason Abuja received more copies of questionnaire is that Abuja is the center of Nigeria and the 
researchers reside in Abuja.  
 

The source of data used is primary and primary data are data collected from original source. It is a 
data collected expressly for a specific purpose by the investigator himself. The advantage of this 
source is that exact information wanted is obtained, terms are carefully defined and limitations of 
the data are known. The questionnaire is designed in a five point likert scale such that strongly 
agreed is represented by 5, agreed by 4, undecided by 3, strongly disagreed by 2 and disagreed by 
1. The copies of questionnaire was administered by the researcher assistant in each states of North 
Central, Nigeria and the completed copies of questionnaire was sent through currier service and 
the researcher received it after 2 weeks.  The software statistical package of e-view is used in 
analysing data in this study. The statistical tool regression is used. The regression analysis is used 
to determine whether there is a relationship between industrialization and entrepreneurship 
development. The model is stated below: 
PRII= α +β1ED +μ  …………………………….. (1) 
Where: 
PRII= Improve Productive Input  
a = constant  
β1 = Coefficient  
ED= Entrepreneurship Development  
μ = Error term  
The study also tested for reliability test and it is shown in table one  
 
Table 1: Scale reliability of variables 
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Variables Items  Cronbach’s Alpha 
Productive Input   0.87 
Entrepreneurship 
Development  

 0.92 

Source: researcher’s computation (2018) 
Based on the result shown in table 1 above, the variables have Alpha value above 0.6, which 
means that all variables in the instrument are deemed reliable.  
Data Analysis  
Table 2: Return Rate of the Respondents –Customers 
Responses  Questionnaires 

Administered 
Questionnaires 
not Returned 

Questionnaire 
Returned 

Percentage (%)  

 
119 23 96 34.53 

 
265 83 182 65.46 

Total  384 106 278 100 

 Source: Field Survey, (2018) 
The table shows that, 34.53% of the respondents are male owners of SMEs that who filled and 
returned the copies of their questionnaire and 40.48% of the respondents are female owners of 
SMEs who filled and returned the copies of their questionnaire.   
Tables 3:  Assessing the Improve productive Input 

Items SA % A % U % DA % SDA % Total 
1 101 36.33 89 32.01 11 3.95 21 7.55 56 20.14 278 
2 118 42.44 77 27.69 5 1.79 19 6.83 59 21.22 278 

        3 122 43.88 59 21.22 10 3.59 19 6.83 68 24.46 278 
        4 114 41.00 79 28.41 5 1.79 29 10.43 21 7.55 278 

Source: Fieldwork, 2018 
From the above table, 1 represent that productive input of labour has improve because of 
industrialization, 2 represent that Raw material use in production of modern goods have improve, 
3 represent that capital is available every where even in the internet due to industrialization and 4 
represent that domestic consumption is encourage because of industrialization.  
Table 4 Mean of Improve productive Inputs  

Variables  5 4 3 2 1 FX N Mean X-Ẋ (X-Ẋ)2 Sectoral 
Mean 

Sectoral 
SD 

Labour  101 89 11 21 56 278 992 3.56 0.01 0.0001  
 
3.55 

 
 
0.011 Raw material 118 77 5 19 59 278 1010 3.63 0.08 0.0064 

Capital  122 59 10 19 68 278 972 3.49 -
0.06 

0.0036 

Domestic 
Consumption  

114 79 5 29 21 278 980 3.52 -
0.03 

0.0009 

Author’s Computation 
The table above also explain the acceptability of the variables used in the analysis: productive 
input of labour has improve because of industrialization, raw material use in production of modern 
goods have improve, capital is available everywhere even in the internet due to industrialization 
and domestic consumption is encourage because of industrialization and the analysis confirmed 
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with this, implying that at a mean value of 3.55 and a standard deviation of 0.011 are signifying 
that improve productive input is unique since the sectoroal mean is more than average and also all 
the mean are within the acceptable level.    
Tables 5:  Assessing Entrepreneurship Development  

Items SA % A % U % DA % SDA % Total 
1 110 39.56 99 35.61 2 0.71 17 6.11 50 17.98 278 
2 111 39.92 101 36.33 3 1.07 17 6.11 46 16.54 278 

      3 107 38.48 74 26.62 10 3.59 19 6.83 68 24.46 278 
      4 98 35.25 125 44.96 5 1.79 29 10.43 21 7.55 278 

Source: Fieldwork, 2018 
From the above table, 1 represent that SMEs use to innovate their product by adding values, 2 
represent that SMEs create value of the product, 3 represent that SMEs assume greater level of 
risk in business  and 4 SMEs finance productivity new business opportunities in North Central, 
Nigeria. 
 

Table 6 Mean of Entrepreneurship Development  
Variables  5 4 3 2 1 FX N Mean X-Ẋ (X-Ẋ)2 Sectorial 

Mean 
Sectorial 
SD 

 110 99 2 17 50 278 1036 3.72 0.01 0.0001  
 
3.71 

 
 
0.0926  111 101 3 17 46 278 1048 3.76 0.05 0.0025 

 107 74 10 19 68 278 967 3.47 -0.24 0.0576 

 98 125 5 29 21 278 1084 3.89 0.18 0.0324 

Author’s Computation 
 
The table above also explain the acceptability of the variables used in the analysis: SMEs use to 
innovate their product by adding values, SMEs create value of the product, SMEs assume greater 
level of risk in business  and SMEs finance productivity new business opportunities in North 
Central, Nigeria and the analysis confirmed with this, implying that at a mean value of 3.55 and a 
standard deviation of 0.011 are signifying that entrepreneurship development is unique since the 
sectorial mean is more than average and also all the mean are within the acceptable level.    
Table: Regression Result 
 
Dependent Variable: PRII   
Method: Least Squares   
Date: 03/10/18   Time: 22:04   
Sample: 1 278    

Included observations: 278   
     
     Variable Coefficient Std. Error t-Statistic Prob.   
     
     C 0.326661 0.031393 0.849288 0.0000 

ED 0.444238 0.034259 1.291290 0.0000 
     
     R-squared 0.974831     Mean dependent var 2.689655 

Adjusted R-squared 0.974611     S.D. dependent var 1.524519 
S.E. of regression 0.242915     Akaike info criterion 0.019214 
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Sum squared resid 20.29858     Schwarz criterion 0.063492 
Log likelihood 0.656790     Hannan-Quinn criter. 0.036842 

F-statistic 4441.155     Durbin-Watson stat 1.301372 
Prob(F-statistic) 0.000000    

     
     
     

Source: Data output using E-view, 2018 
Decision Rule 5% level of significance  
 
From the regression result, improve productive input coefficient is positive and significant in 
achieving entrepreneurship development in North Central, Nigeria. The PRII=0.32 +0.44ED 
which indicates that entrepreneurship development will increase by 39% for every 1% increase in 
improve productive input (PRII). The p-value of 0.00 is less than the t-statistic value of 1.29 and 
the standard error value of 0.03 is less than the t-statistic value. This implies that there is a 
significant relationship between improve productive input of industrialization and 
entrepreneurship development in North Central, Nigeria.  
Discussion of Findings 
From the analysis, the study found that there is significant relationship between industrialization 
in the form of improve productive input and entrepreneurship development using SMEs in North 
Central Zone, Nigeria. This implies that industrialization in the form of improve productive input 
contribute significantly to entrepreneurship development in North Central Nigeria among SMEs 
owners. The study is in line with the study of  Jackin (2004) who found that industrialization 
significantly leads to entrepreneurship development. The study also in tandem with   simple 
industrialization theory which states output is produced both by skilled and unskilled labor. And 
industrialization is a sure ground for economic growth that ensure entrepreneurship development 
in making them to produced productive with new features and quality.  
 
Conclusions and Recommendations 
The study concluded that there is significant relationship between industrialization in the form of 
improve productive input and entrepreneurship development using SMEs in North Central Zone, 
Nigeria. This implies that industrialization in the form of improve productive input contribute 
significantly to entrepreneurship development in North Central Nigeria among SMEs owners. The 
recommended that North Central, Nigerian should start to embrace industrialization and the 
practices of industrialization should be properly encouraged to ensure entrepreneurship 
development. Government should re-strategies on how to expand its industry, ensure that every 
member of the society are productive by providing them with productive inputs as well as 
encourage domestic consumptions and made in Nigeria goods.  
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Abstract 
 
The advent of the TSA policy has forced banks to leave their comfort zone caused by dependence 
on Government funds to now become as creative and innovative as it is the case in modern 
economies around the world. Banks on the other hand as a result of increasing competition and the 
increasing need for more deposits in order to remain liquid and stay in business are faced with 
problems of creatively and innovatively attracting new depositors, retaining the old and new ones 
and enhance quality customer service delivery, to translate customer satisfaction and loyalty to 
enhanced productivity. The need for Deposit Money Banks in Nigeria to now become creative and 
innovative demands alternative strategies and leadership style that will increase employee 
productivity; hence, this paper attempts to examine the resultant effect of entrepreneurial 
leadership style on productivity of deposit money banks in Nigeria. The population of this study 
consists of eleven (11) new generation deposit money banks in Nigeria, operating within Abuja. 
A sample size of sixty three (63) was drawn from branch managers, marketing officers and 
operations personnel. The study employed the Logistic regression in the test of the hypotheses, 
which revealed that the P-value of Bank Performance as 0.041 which is less than the 5% level of 
significance; hence, there is a significant effect of Entrepreneurial Leadership on Performance of 
DMBs in Nigeria. The study therefore recommends that, management of deposit money banks in 
Nigeria should adopt entrepreneurial leadership style as a form of organizational culture, to 
achieve shared goals and visions for attaining organisational objectives. 
 
Keywords: Entrepreneurial Leadership, Deposit Money Banks, Productivity, Performance 
 
1.0 Introduction 
 
Over the years, the importance of leadership in the efficient and effective management of any 
enterprise, irrespective of its goals, composition or size has been a subject of discourse. Though 
diverse leadership styles exist, efforts to identify and determine the factors inherent in the different 
leadership styles and how they in turn affect the performance of employees and organisations have 
been the focus of scholars. 
 

In the field of behavioural sciences, leadership has been one of the most widely studied and written 
about concepts. Jagdale and Bhola (2015) assert that, leaders stimulate their subordinates to 
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perform effectively, efficiently, fruitfully and on a timely basis. Effective communication, 
commensurate motivation and appropriate coordination for the attainment of organisational set 
goals and objectives by subordinates are some of the most important qualities of leadership 
(Theodore, 2013). However, employee productivity and by extension organizational effectiveness 
and performance are affected by leadership styles in practice at different periods in the life of such 
organisation and employees. This calls for entrepreneurial leadership approach, which 
innovatively takes into cognizance of the dynamic business environment. 
 

Entrepreneurial leadership in the growing literature is claimed to inspire employees of an 
organisation become proactive and stimulates value creation (Gupta, MacMillan & Surie, 2004), 
owing to the import of entrepreneurial vision and attitudes considered as very important for 
organisations (banks) to remain competitive (Covin & Miles, 2006); since entrepreneurial attitudes 
and behaviours facilitates continuous exploration and innovation (Surie & Ashley, 2008) within 
organisations.  
 

Porter and Kramer (2006) assert that among other criteria, organisations are evaluated based on 
their overall performance towards stakeholders; consequently, it becomes increasingly important 
to introduce new strategies, applying fair labour practices, ensuring a good work-life balance, 
using fair trade products, introducing the paperless office and many more sustainable actions 
implemented in organisations (Annique de Greef, 2014). Entrepreneurial behaviours according to 
Renko, Tarabishy, Carsrud and Brännback, (2012) have therefore become increasingly important 
in a variety of contexts, fostering innovation and adaptation to changing environments in various 
organisations, as entrepreneurial practices generate entrepreneurial spirit throughout the entire 
management group (Obayi, Obi & Okafor, 2012); thus, Entrepreneurial leadership is a distinctive 
style of leadership that can be present in an organization of any size, type or age. 
 
In Nigeria, Deposit Money Banks like other business organizations operate in an environment 
characterized by dynamism, complexity and uncertainties (Abubakar, 2015), thereby necessitating 
a style of leadership to align stakeholders interests with the profit or wealth maximization goals of 
shareholders. Hence, the need for banks to evolve their leadership styles to be adaptive to the 
dynamic and complex environment (Abubakar, 2015). 
 
Over the years, the Nigerian banking sector has witnessed series of regulatory reforms, making it 
one of the most regulated sectors in Nigeria. This is premised on the assumption that money is the 
raw material for the industry, while increasing competition for survival in the industry has become 
intense owing to recent economic recession experienced in the country. The banking consolidation 
of 2005 revolutionized the Nigeria banking scene in Nigeria, with twenty-five (25) relatively big 
banks arising from the ruins of 89 banks.  Sanusi Lamido Sanusi’s stress test for the industry in 
2009 liquidated five (5) more banks out of the system. Banks were still recovering from the shock 
when the present administration announced fresh fiscal measures that caused liquidity crisis within 
the industry.  
With the introduction of the Treasury Single Account (TSA) cash management policy, about 
22,000 accounts of all Federal government institutions with commercial banks were closed, with 
a swift movement of about N1.2trillion from banks’ vaults to the CBN. This further resulted in the 
liquidity crisis within the banking system, which was proportionate to each bank’s exposure to 
public funds (Eromosele, 2016). 
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The advent of the TSA policy has forced banks to adopt creative and innovative banking strategies 
in the absence of dependence on government funds. This has given rise to increasing competition 
for scarce deposits to remain liquid and stay in business; hence, the challenge of attracting new 
depositors, retaining the old ones, enhance service delivery and customer confidence though 
sustained employee productivity.  
 

Based on the above, the primary objective of this study is to determine the effect of entrepreneurial 
leadership style on performance of deposit money banks in Nigeria. The specific objective is to: 

i. Examine the effect of innovative leadership on employee productivity in DMBs 
 

Based on the identified problems, this research question is here posited; 
i. What is the effect of innovative leadership on employee productivity in DMBs? 

 

Based on the specific objective, a null hypothesis is posited and stated below: 
H01: There is no significant effect of innovative leadership on employee productivity of DMBs 

in Nigeria 

 
2.0 Literature Review  
Entrepreneurial leadership exists at the intersection of entrepreneurship and leadership. Leadership 
is the process of influence (Hunt 2004; Yukl 2008) and reflects a more complex phenomenon 
beyond an individual actor (Cogliser & Brigham 2004). In a similar way, entrepreneurship focuses 
not only on the entrepreneur, but on the intersection of that person and opportunities (Renko, et al 
2012). Shane and Venkataraman (2000) view entrepreneurship as the process by which 
opportunities to create future goods and services are discovered, evaluated and exploited. 
Entrepreneurial leadership is one important manifestation of such opportunity-focused behaviour 
in a multitude of organizational contexts. 
 

By definition, entrepreneurial leadership is the process of creating an entrepreneurial vision and 
inspiring a team to enact the vision in high velocity and uncertain environments. It has three main 
components of proactiveness, innovativeness, and risk taking (Chen, 2007; Gupta, MacMillan & 
Surie, 2004). Okudan and Rzasa, (2006) describes proactiveness as the ability to anticipate future 
problems, needs for change and improvement; innovativeness is a distinctive attribute that of 
entrepreneurs to purposefully organise search for changes for value creation (Drucker, in Elikwu 
& Igbokwe, 2015); while Risk taking is the willingness to absorb uncertainty and take the burden 
of responsibility for the future (Chen, 2007). Importantly, individuals need to develop all these 
qualities to be able to successfully perform the challenging tasks and roles of an entrepreneurial 
leader (Okudan & Rzasa, 2006). 
 

As a distinctive type of leadership, Zijlstra, (2014) asserts that Entrepreneurial leadership is more 
about personal traits or style, setting clear goals and creating opportunities. Being the 
entrepreneurial leader means to be more than a manager; a leader of people. The entrepreneurial 
leader should possess characteristics leading to that the entrepreneurial leader seeing opportunities 
where others do not (Santora et al. 1999). Opportunity seeking is central in the literature of 
Entrepreneurial leadership. Identifying opportunities where others do not, require specific 
competencies is needed to be compatible with the changing nature and growing needs in the new 
and established organization (Swiercz & Lydon, 2002; Bagheri & Phiei, 2010). Concluding that 
Entrepreneurial leadership is based on a leader creating, identifying and exploiting opportunities 
in an innovative, risk taking way (Currie et al. 2008), the ability to influence others, managing 
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resources for opportunity seeking and advantage seeking behaviour (McCarthy, et al., 2010; Covin 
& Slevin, 2002; Ireland & Hitt, 1999; Rowe, 2001). Important being a leader and managing 
resources for opportunity seeking, is to create an entrepreneurial vision and inspiring a team of 
competent and competitive people to enact the vision (Gupta, et al., 2004). The leader is the one 
who has to create visionary scenarios that are necessary for selecting and mobilizing a supporting 
cast of interdependent members who commit to and enact the vision to achieve strategic value 
creation (Gupta et al. 2004; Chen, 2007). 
 

Entrepreneurial leadership means that the entrepreneur(s) have high tolerance of ambiguity,  
persistence, perseverance, are enthusiastic and dynamic leaders with high networking and 
communication abilities; show creativity (Chen, Chang & Chen, 2004) and builds entrepreneurial 
culture and organization. Briefly, the entrepreneur used attributes such as risk taking, proactiveness 
and innovativeness (Cauthorn, 1989). Some studies argue that entrepreneurial leadership displayed 
by the Top Management Team fundamentally drives innovation in firms (Greenberger & Sexton, 
1988). In younger or entrepreneurial companies key individuals, such as founders and CEOs, may 
be particularly influential on performance (West & Meyer, 1998).  
 

Leadership and Organizational Performance  
The extent to which members of an organization contribute in harnessing the resources of the 
organization equally depends on how well the managers (leaders) of the organization understand 
and adopt appropriate leadership style in performing their roles as managers and leaders (Obiwuru, 
Okwu, Akpa & Nwankwere, 2011). The degree to which the individual exhibits leadership traits 
depends not only on his characteristics and personal abilities, but also on the characteristics of the 
situation and environment in which he finds himself (Messick & Kramer, 2004).  
 
According to McCllenand (2010), leaders with the best results practice multiple leadership styles, 
which is dependent upon the business situation. In support of this assertion is Fiedler (2012) who 
suggests that there are three main variables that determine the favourability of the situation and 
which affects the leader’s role and influence, which include; the leader-member relationship (the 
degree to which the leader is respected, trusted and liked); the task structure (the extent to which 
a task is clearly defined and be carried out by standard procedure); and position power (the degree 
to which the leader can exercise authority). This shows that organisational performance may be 
influenced by a number of factors, such as, the employees’ high satisfaction with their jobs, high 
commitment to their organisation, high motivation to serve the public and strong intentions to work 
for the organisation willingly and devotedly (Kim, 2005), these factors if met well are what we 
define as employee productivity.  
 
Efficiency in resource mobilization, allocation, utilization and enhancement of organizational 
performance depends on the leadership style being adapted among other factors (Obiwuru, Okwu, 
Akpa, & Nwankwere, 2011). Similarly, Brown (1992) observed that good leaders need to develop 
the skills that enable them to alter aspects of their culture in order to improve their organizational 
performance. Daniel, (2000) showed that organisational climate plays a major role in determining 
the organisational performance. If styles that positively affect an organisational climate are used, 
the financial performance will improve.  
Empirical Review 
Some sources look at entrepreneurship and leadership as separate entities, and then identify the 
conceptual overlap between the two (Roomi & Harrison, 2011). However, Cogliser and Brigham 



194 
 

(2004), discuss the overlaps in which they pinpoint four specific areas that are most relevant to 
both: vision, influence, innovativeness/creativeness and planning (Cogliser & Brigham, 2004). 
Fernald, Solomon, and Tarabishy, (2005) took a similar approach, in which they examine the 
literatures of entrepreneurship and leadership, and then derived similar characteristics that are 
common to both leaders and entrepreneurs. They identified vision, problem-solving, decision-
making, risk-taking, and strategic initiatives as characteristics that are both common to both 
concepts (Fernald, Solomon, & Tarabishy, 2005). Therefore from the convergence of 
entrepreneurship and leadership from the analysis of Cogliser, and Fernald findings, it is evident 
that characteristics that are necessary for effective entrepreneurial in leadership are; visionary 
capabilities, influencing capability, innovativeness, planning, effective decision-making (problem-
solving & strategic initiator) and risk-taking. 
 

Mohammed and Nzelibe, (2014) in a study on Entrepreneurial skills and Profitability of Small and 
Medium Enterprises (SMEs), focused on the issues of resource acquisition strategies and 
challenges militating against prosperity and profitability of SMEs in Nigeria. The study used 
simple t-test and survey methodology through questionnaire (administered) as an instrument of 
primary data collection from a stratified random sample of 250 owners and employees of SMEs in 
major industrial cities in Nigeria. Their findings revealed that entrepreneurial skills, longer period 
of operation and consistent policies were found to be significant factors required for business 
success and profitability in Nigeria. 
 

Stuart and Abetti (1987) investigated the major factors contributing to success by using 24 new 
technical ventures and found that entrepreneurial leadership was a positive contributor to 
subjective success and initial qualified success. Surveying over 190 venture dyads, Watson and 
his colleagues (1995) found that leadership connected to perceived success. Leadership involved 
partners who contributed to leadership functions of problem solving, setting quality standards, 
continually improving, and setting goals. 
 

Theoretical Framework 
Introduced in the early 1990’s, Relational Dialectic Theory (RDT) is an interpersonal 
communication theory that explains in part the dialectics (or tensions) that exist in relationships 
(Wood, 1997). Baxter and Montgomery (1996), the developers of the theory, explained that the 
dialectical perspective shows how the complexity and disorder of social life “is a dynamic knot of 
contradictions, a ceaseless interplay between contrary or opposing tendencies” (p. 3). Prior to the 
introduction of RDT, many scholars suggested that relationships were linear and followed a pattern 
of development from acquaintance to an ideal end state. Relationships either moved toward an 
ideal end or simply ended (Gamble & Gamble, 1996).  
 

RDT advanced a new way of looking at relationships. Baxter and Montgomery believed that 
relationships were not linear and were characterized by change. Contradiction, the driver of that 
change, is the fundamental fact of relational life and is created through dialogue (Baxter, 2004a; 
Baxter, 2004b; West & Turner, 2007; Wood, 1997), the basic idea being that as we relate with 
others, we create dialogue and thereby dialectics. The word dialectics has a Greek origin and refers 
to the art of discussion or debate (Baxter & Montgomery, 1998). As individuals create dialogue, 
they create dialectics that are comprised of four major elements: contradiction, change, praxis and 
totality (Baxter, 2004b). 
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Due to the fact that leadership is an important factor in the lives of organizations and their members 
there have been created a variety approaches for examining and classifying different types of 
leadership (Dubrin, 2004; Hunt, 2004; Yukl, 2006). Although the ultimate purpose of leadership 
typologies is usually to provide classifications for different skills, behaviours, and processes, such 
a focus raises the potential for paying more attention to category definition and less attention to 
the dynamics of the leadership process itself. Therefore this study is anchored on the dialectical 
approach as it focuses on the dynamics of leadership and begins with recognition that more 
substantive leadership involves reconciling of contradictions. 
 

3.0 Methodology 

The study employed the descriptive survey research design, which involves gathering information 
from a sample and describing it based on the variables. Thus, this design is considered appropriate 
for this study which investigates the effect of entrepreneurial leadership on the performance of 
Deposit Money Banks in Nigeria.  

 

The population of this study consists of New generation fully operational Deposit Money Banks 
(DMB) in Nigeria as at the end of December 31, 2015, being eleven (11) banks operating within 
Abuja Metropolis, in the Federal Capital Territory. The study focused on the Branch Services 
Managers (BSM), Marketing Officers (MO) and Operations Personnel (OPS). The scope of this 
study covered the post-banking sector reform era of 10 years (2006 to 2015), which witnessed 
increased competition resulting from banks seeking for clients and designing services to meet 
clients' needs and wants.  
 
 Table 1: Population and Sample of the Banks’ Respondents  

Source: Field Survey, 2016 
 

Seventy seven (77) copies of the structured questionnaire were administered, out of which sixty 
three (63) were returned, representing 81.8% of the population and being the sample size. 
 

The study relied on primary data, which included subjective and self-reported measures of business 
performance, based on previous studies have used self-reports to gather business performance data, 
of which they have proven to be reliable (De Zoysa & Herath, 2007). This was employed in 
anticipation of the respondents’ possible reluctance to provide actual performance data. Also, the 

S/N Nigerian Banks Branch 
Managers 

Marketing 
officers 

Operations 
Personnel 

Total Per 
Bank 

1 Access Bank 1 4 2 7 
2 Diamond Bank 1 4 2 7 
3 Eco Bank Plc 1 4 2 7 
4 Fidelity Bank 1 4 2 7 
5 First City Monument Bank 1 4 2 7 
6 Guaranty Trust Bank Plc 1 4 2 7 
7 Heritage Banking Company Ltd 1 4 2 7 
8 Stanbic IBTC Bank Nigeria Ltd 1 4 2 7 
9 Standard Chartered Bank Nig.  1 4 2 7 
10 Sterling Bank 1 4 2 7 
11 Zenith Bank Ltd 1 4 2 7 
 TOTAL 11 44 22 77 
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use of published data from a bank as a whole will be a mismatch since it is the leadership style of 
the levels of management that is the focus of the study.  
 

Procedure for Data Analysis and Model Specification 
Data collected were analyzed using simple frequency tables with percentages. Also, postulated 
hypotheses were tested using the Ordinary Least Square (OLS) estimation technique, which is not 
only unbiased, but it is also the most precise (efficient) unbiased estimation technique that is 
frequently used to estimate parameters of Logistic regression models; 

iKiKiii XXXY   ...22110 . 

 
The Statistical Package for the Social Sciences (SPSS 13.0) computer program for windows was 
used to conduct the statistical analysis of all data in this study. The relationship between 
entrepreneurial leadership and the performance of DMB’s is determined using multiple regression 
models that separately regresses Entrepreneurial Leadership (independent variable) on Employee 
productivity (dependent variable). The regression equations are specified below: 
 

Model Specification for Hypothesis 
EP = f (INLDSHP) 
 
EP = β0 + β1 INLDSHP + µi …………………………..…… (1) 
 
Where: 
EP = Employee Productivity  
INLDSHP = Innovative Leadership 
β0 = Unknown constant to be estimated  
β1 = Unknown coefficients to be estimated  
Ui = Error Term  
β1 > 0 
 

Analysis of Data and Discussion of Findings 
 

Table 2: Gender Distribution of Respondents 

  
Frequency Percent 

Valid 
Percent 

Cumulative 
Percent 

Valid Male 25 39.7 39.7 39.7.6 

Female 38 60.3 60.3 100.0 

Total 63 100.0   

Source: Field Survey 2016 

 
The above table shows the gender characteristics and distribution of the respondents within the 
sampled DMBs. 25 respondents being 39.7% of the sample size are male, while 38 respondents 
represent 60.3% are female. This shows that there are more female respondents who are top 
management employees of new generation banks. 
 
Table 3: Educational Qualifications 
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  Frequency Percent Valid Percent Cumulative Percent 

Valid Diploma 12 19.1 19.1 19.1 

Degree 36 57.1 57.1 76.2 

Masters 14 22.2 22.2 98.4 

PhD 1 1.6 1.6 100.0 

Total 63 100 100.0  

Source: Field Survey 2016 
 

The above table shows the academic qualifications of the respondents. The result shows that 12 
respondents representing 19.1% are Diploma holders, 36 of them which represents 57.1% are 
degree holders, 14 of the respondents which represents 22.2% are Masters’ degree holders, while 
only 1 respondent representing 1.6% is a PhD holder. This shows that, majority of the respondents 
are well educated to know about leadership and entrepreneurial management. 
 
Table 4: Entrepreneurial Leadership and Commitment for Employee Productivity 

 

Source: Field Survey 2016 

 
The above table shows asked question to what extent entrepreneurial leadership motivates and 
influences commitment for enhanced employee productivity. The result shows that a total of 25 
and 29 respondents representing 39.7% and 46% respectively, strongly agree and agree that 
entrepreneurial leadership motivates and influences commitment for enhanced employee 
productivity. 6 respondents representing 9.5% were undecided, while 3.2% and 1.6% of the 
respondents respectively disagree and strongly disagree. This indicates that, entrepreneurial 
leadership motivates and influences commitment for enhanced employee productivity. 
Table 5: Innovative Leadership Tasks and Increase Drive for Customer Deposits 
  Frequency Percent Valid Percent Cumulative Percent 

Valid Strongly Disagree 
Disagree 

1 
1 

1.6 
1.6 

1.6 
1.6 

1.6 
3.2 

Undecided 8 12.7 12.7 15.9 

Agree 24 38.1 38.1 54.0 

Strongly agree 29 46.0 46.0 100.0 

Total 63 100.0 100.0  

Source: Field Survey 2016 
 

  Frequency Percent Valid Percent Cumulative Percent 

Valid Strongly 
disagree 

1 1.6 1.6 1.6 

Disagree 2 3.2 3.2 4.8 

Undecided 6 9.5 9.5 14.3 

Agree 29 46.0 46.0 60.3 

Strongly agree 25 39.7 39.7 100.0 

Total 63 100.0 100.0  
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The above table shows data of respondents on impact of innovative leadership tasks on increased 
customer deposits. The result shows that a total of 29 respondents representing 46% strongly agree 
and 24 of the respondents representing 38.1% agree to this assertion that, innovative leadership 
tasks helps increase banks drive for customer deposits. 8 respondents representing 12.7% were 
undecided, while 1.6% of the respondents respectively disagree and strongly disagree. This 
indicates that, majority of the respondents agree that innovative (entrepreneurial) leadership tasks 
have effects on increased drive for customer deposits.  

 
Table 6: Entrepreneurial Leadership and Performance of DMBs 

  

Frequency Percent 
Valid 
Percent 

Cumulative 
Percent 

Valid Strongly Disagree 
Disagree 

2 
3 

3.2 
4.8 

3.2 
4.8 

3.2 
8.0 

 Undecided 5 8.0 8.0 16.0 

Agree 34 54.0 54.0 70.0 

Strongly agree 19 30.0 30.0 100.0 

Total 63 100.0 100.0  

     

Source: Field Survey 2016 

 
The above table shows data of respondents on entrepreneurial leadership and performance of 
Deposit Money Banks. The result shows that a total of 19 respondents representing 30% strongly 
agree and 34 respondents representing 54% agree that entrepreneurial leadership has effects on 
performance of Deposit Money Banks. However, 5 respondents representing 8% were undecided, 
while 4.8% and 3.2% respectively disagree and strongly disagree respectively. This indicates that 
a total of 84% respondents agree that, entrepreneurial leadership has effect on performance of 
Deposit Money Banks. 
 
Effect of Entrepreneurial Leadership on Employee Productivity 
The relationship between entrepreneurial leadership and performance of deposit money banks will 
be determined using multiple regression equations that regress innovative leadership (independent 
variable) on employees’ productivity (dependent variables). The regression equation is stated thus: 
 

EP = f (INLDSHP) 
EP = β0 + β1 INLDSHP + µi …………………………..…… (1) 
 

Table 4: Model Summary 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 .285a .084 .057 .81829 

 
The coefficient of multiple determinations R2 is used to test the explanatory power of the 
independent variables on the dependent variable. The R2 obtained from the regression result is 8.4 
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%. This implies that 8.4% % of the total variation in the explained (dependent variable) is 
determined by the explanatory (independent variables). 

 

Table 5: Coefficients 

Model 

Unstandardized 
Coefficients 

Standardized 
Coefficients 

T Sig. B Std. Error Beta 

 (Constant) 2.342 .829  2.837 .007 

EP .201 .158 .182 1.329 .033 

INLDSHP .205 .124 .227 1.571 .035 

 
Entrepreneurial Leadership and Employee productivity  
H01: There is no significant effect of Entrepreneurial leadership on employee productivity of 

DMBs in Nigeria. 
The coefficient of Innovative leadership on Employee productivity is positive; this shows a direct 
relationship between the two variables. This means that a unit increase in entrepreneurial 
innovative leadership actions will increase the employee productivity in DMBs in Nigeria by 
20.1%. The P-value of Employee productivity is 0.033 which is less than the 5% level of 
significance. Therefore, reject the null hypothesis and accept the alternative hypothesis that, there 
is a significant effect of Entrepreneurial leadership on employee productivity of DMBs in Nigeria. 
 
Discussion of Findings 
The result on entrepreneurial leadership style is in consistence with the work of Lee & 
Venkataraman, (2006) who stated that organisations who adopt the entrepreneurial leadership style 
perform better. This is very likely due to the fact that entrepreneurial leadership is known for 
dynamic process of presenting vision, making commitment among followers and risk acceptance 
when facing opportunities that cause efficient use of available resources along with discovering 
and utilizing new resources with respect to leader’s vision. In fact, entrepreneurial leadership 
includes all necessary abilities for constant value creation of managers with respect to company’s 
goals. Entrepreneurial leaders consider entrepreneurship as a basis to gain competitive advantage 
and to outshine rivals. 

 
Conclusion and Recommendations 
From the findings, it can be conclude that leadership style is an essential tool towards running a 
high performing bank in Nigeria, but the level of performance varies with the various leadership 
styles. Entrepreneurial and transformational leadership are two leadership styles that are 
complimentary to each other in terms of characteristics’ that are used to steer an organisation. The 
emphasis here is that, it is not the leadership style in itself that determines successes in performance 
of deposit money banks in Nigeria but it is the combination of certain organisational factors which 
includes the type of; organisational structure, decision making style, external environment, and 
system, that will in itself determine which leadership style should be adapted, which if applied 
effectively will yield high employee productivity of the deposit money banks in Nigeria.   

 
Although, it is tasking to find a bank adopting any particular leadership style, however, there is 
usually one that is more dominating in than others. This is dependent again on the combination of 
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demographic and organisational factors that will determine which leadership style will play a 
greater role. But it can be concluded that DMB’s that are dominated by entrepreneurial leadership 
style have better outcome in employee productivity, than DMBs that adopt managerial leadership 
style. 
 
Recommendations 
DMB’s need to take steps to create training exercises that gives proper orientation on the more 
modern approaches of leadership style with particular reference to entrepreneurial and 
transformational leadership. Once proper training is given to managers and supervisors they will 
be more enlightened on how these leadership styles will be applied and when they should be used.  

 
It is recommended that management of these new generation deposit money banks in Nigeria 
should imbibe entrepreneurial leadership style as a form of organizational culture, to achieve 
shared goals and visions for attaining organisational objectives. Entrepreneurial leadership style 
would enable employees in marketing and operations departments become innovative while being 
guided by organisational standards and procedures. So that clear and precise understanding of how 
to apply these characteristics or style(s) can be easily identified. If this is applied across all 
branches across the country it will give the banks a uniform work ethics and in turn an increase in 
organisational performance. 
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Abstract 
 
Researchers like Adawo, Armstrong and Olanipekun has stressed the need for effective 
entrepreneurship education in developed and developing countries of the world as a strategy for 
boosting Human Capital Development (HCD). This study evaluated the relationship between 
entrepreneurship education and Human Capital Development (HCD) in Nigeria; using Members 
of National Youth Service Corp (NYSC), 2017 Batch A in Agwu Enugu State as a study. The 
researcher adopted Survey research design. Primary and secondary sources were used. The use of 
questionnaire was employed to gather necessary and relevant data from 260 respondents. 
Questionnaire was designed to collect the data on the factors related to Requisite Training and 
knowledge, Youth Skill Acquisition, Creativity and Innovations (Independent Variables) and 
Youth Empowerment, Employment Creation & Wealth Creation (Dependent Variable).The data 
was analyzed using inferential and descriptive statistics with the aid of Statistical Packages for 
Social Science (SPSS) version 20. The descriptive statistics was used to analyze respondents 
profile and presented on frequency table while the hypotheses were tested using Pearson Product 
Moment Correlation Analysis. The results showed that all the independent variables have positive 
significant relationship with the dependent variable (r=-0.614, 0.640 and 0.780 respectively). The 
study concluded that Requisite Training & knowledge, Youth Skill Acquisition, Creativity and 
innovations are the variables that have positive correlation with Human Capital Development 
(HCD) and recommended that all the levels of government, academic institutions, donor agencies 
and private organizations should urgently support entrepreneurship education as it is strategic for 
Human Capital Development (HCD) in Nigeria. 
 
Keywords: Entrepreneurial, Entrepreneurship Education, Human Capital Development (HCD), 
Nigeria 
 
1.0   INTRODUCTION 
 
Entrepreneurship education plays a vital role in the growth and development of Human Capital in 
any country of the world. It is an important tool for development, as well as the vital element in 
the process of social change, technological and Human Capital Development (HCD). 
Entrepreneurship education, by its nature, has been found to precipitate employment generation, 
assist with the growth of the economy and the overall promotion of sustainable economic growth 
and development in a number of nations (Raimi and Towobola, 2011).  
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Human capital means human beings who have acquired skills, knowledge and attitudes which/are 
needed to achieve national development. In other words, human capital refers to the abilities and 
skills of human resources of a country, while Human Capital Development (HCD) refers to the 
process of acquiring and increasing the number of persons who have the skills, education and 
experience that are critical for economic growth and development of a country’s economy (Okojie, 
2005). Olanipekun (2013) also asserted that high level of education in general and higher education 
provide the foundations for a nation innovative capacity, and contribute more than any other social 
institution to the development of civil society. This can be achieved through education and 
training. Human capital development therefore focuses on all activities directed towards producing 
people with appropriate skills, knowledge, attitude, motivation and job related experience which 
is required for national development. 
Education is the process by which peoples abilities and talents are developed. Education, no doubt, 
is Human Capital Development (HCD). University education plays a major role in developing an 
entrepreneurial nation. This is informed by the fact that entrepreneurship education could be 
provided and received formally in colleges and universities. Entrepreneurship education in 
Nigerian tertiary institutions  are  designed to equip graduates with productive skills to engage in 
income-yielding ventures; help students to acquire an entrepreneurial spirit and drive towards 
business start-ups. The goal of entrepreneurship education in Nigeria universities is to empower 
graduates, irrespective of their areas of academic specialization, with knowledge and skills that 
will enable them to create their own income generating ventures, even if they are not able to secure 
jobs in the public sector. It is an orientation that seeks to transform graduates from job seekers into 
job creators in order to reduce graduate unemployment and it increases students’ interest in 
entrepreneurship as a career.  
The rationale for introducing entrepreneurship course in universities curricular development is to 
help the students to acquire increased understanding of entrepreneurship. The focus is to equip 
them with relevant skills and competences that prepare the students to become entrepreneurs and 
managers of new businesses soon after graduation in order to increase their household income.  As 
a result, prepare them to become self-reliant and not job-seekers in the economy.  Entrepreneurship 
have continued to remain the focal point and now impacting on the design of many universities 
curriculum; thus making Nigerian students and graduates entrepreneurial. 
 
1.1 STATEMENT OF PROBLEM 
Entrepreneurship is an important element in the dynamics of all economies and it is regarded as 
the driving force in economic growth and job creation (Sunter, 2005 & Ogbodo, 2009). In Nigeria 
today, emphasis has been laid on formal education which produces people who lack practical skills 
which is the major reason for incompetence’s and unemployment in our society. The type of 
education provided in most Nigerian tertiary institutions produce graduates for whom there exists 
little or no job market demands. A survey carried out by the National Universities Commission 
(NUC) showed that Nigerian University graduates lack basic job competence, oral communication 
and managerial skills. In this regards, the National Universities Commission (NUC, 2011) directed 
the integration of entrepreneurship studies into university education as means for preparing the 
youths to be responsible enterprising individuals who will turn entrepreneurs and contribute to 
economic development and sustainable communities.  
Unemployment is rampant in Nigeria like other nations because of mismatch between the need of 
employers and stock of job-specific human capital produced by educational training institutions 
(Simkovic, 2012). According to available data by the Nigeria Bureau of statistics, as at the last 
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quarter of 2015, out of an economic active population (15-65yrs) of 104.3million, the labour force 
was 75.9 million. Youth population was 36.38million (48% of the total work force). About 
20.7million (49.6% of work force) were either unemployed or underemployed. These indices 
underscore the need for entrepreneurial development which is crucial for socio-economic growth 
and development, (Ogbo and Agu 2012);  in a developing country like Nigeria with low 
entrepreneurship development (Lingelbach 2015), few jobs and alternatives for wages and salaries 
generation (Kelly, Bosma and Amores 2010). It is against this background that the study wants to 
evaluate the relationship between entrepreneurship education and Human Capital Development 
(HCD) in Nigeria as it relates to members of National Youth Service Corps (NYSC) 2017 Batch 
A in Agwu, Enugu State. 
1.3 Objectives of the Study 

The general objective of this research is to examine the relationship of integrating 
entrepreneurship education and Human Capital Development (HCD) among Members of 
National Youth Service Corps (NYSC) 2017 Batch ‘A’ in Agwu, Enugu State. The specific 
objectives include to: 

i. Evaluate the relationship between Requisite Training & Knowledge and Youth 
Empowerment among Members of National Youth Service Corps (NYSC) 2017 Batch ‘A’ 
in Agwu, Enugu State. 

ii. Ascertain the relationship between Skill Acquisition and employment creation among 
Members of National Youth Service Corps (NYSC) 2017 Batch A in Agwu, Enugu State. 

iii.    Evaluate the relationships between Creativity and innovations and Wealth Creation among 
Members of National Youth Service Corps (NYSC) 2017 Batch A in Agwu, Enugu State. 

 
1.4          Research Questions  

For the purpose of clarity in this study three (3) research questions were formulated to 
guide the researcher in the study. They include: 

i. What are the relationships between Requisite Training and Youth Empowerment among 
Members of National Youth Service Corps (NYSC) 2017 Batch ‘A’ in Agwu Enugu State. 

ii. What are the relationships between Skill Acquisition and Employment Creation among 
Members of National Youth Service Corps (NYSC) 2017 Batch ‘A’ in Agwu, Enugu 
State.? 

iii.    What are the relationships between Creativity and Innovation and Wealth Creation among 
Members of National Youth Service Corps (NYSC) 2017 Batch ‘A’ in Agwu, Enugu 
State.? 

 
 1.5      Research Hypotheses 

For the purpose of this research study, three (3) research hypotheses were designed. They 
include:- 

 H01:   Requisite Training & Knowledge has no significant relationship with Youth  
Empowerment among Members of National Youth Service Corps (NYSC) 2017 
Batch ‘A’ in Agwu, Enugu State. 

 H02:   Youth Skill Acquisition has no significant relationship with Employment Creation  
                        among Members of National Youth Service Corps (NYSC) 2017 Batch ‘A’ in     
                       Agwu, Enugu State. 
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    H0:3   Creativity and Innovations has no significant relationship with Wealth Creation 
among Members of National Youth Service Corps (NYSC) 2017 Batch ‘A’ in Agwu, 
Enugu State. 

 1.6  Significance of the Study 
The results of the study would no doubt enable universities, other higher institutions of 
learning in Nigeria and other developing countries in Africa to improve on the development 
of entrepreneurship curriculum in order to equip students with the requisite skills and 
knowledge needed to start their own businesses. The finding of the study would also help 
to promote entrepreneurship among university graduates, other higher institutions of 
learning and also help in the formulation of policies that will improve entrepreneurship 
education in Nigeria and other countries of the world. 

 1.7 Scope of the Study  
This research will focus on the relationship between Entrepreneurship Education and 
Human Capital Development (HCD) among Members of National Youth Service Corp 
(NYSC) 2017 Batch ‘A’ in Enugu State, Nigeria. The research was conducted in Agwu 
where NYSC orientation Camp in Enugu State is situated. 

 
2.0 LITERATURE REVIEW  
2.1  The Concept of Entrepreneurial and Entrepreneurship  

The entrepreneur has been defined in various ways and contexts. He is the originator of a 
profit seeking or economic organization which is established for the purpose of providing 
goods and services that satisfy needs. He is an individual that takes risks and starts 
something new (Hisrich, Antoncic, Douglas & Fitzsimmons 2005). Entrepreneurs are 
usually more intuitive than non-entrepreneurs (Armstrong and Hird 2009). The 
entrepreneur welds these personality traits in every activity channeled towards creating and 
advancing the practice of entrepreneurship (Osimeke 2012). It can be deducted that 
entrepreneurial is the act of entrepreneurship.   
Entrepreneurship is the act of entrepreneur. Entrepreneurship is the act and art of being an 
entrepreneur or one who undertakes innovations or introducing new things, finance and 
business acumen in an effort to transform innovations into economic goods. 
Entrepreneurship is the willingness and the ability of an individual to seek out a new 
investment opportunity, establish an enterprise based on this and run it successfully either 
for profit making or social benefit. From this definition, entrepreneurship is one of the ways 
by which HCD can be enhanced in a country. OECD, Entrepreneurship Indicator 
Programme (2009,) defines entrepreneurship as “an enterprising human activity in pursuit 
of the generation of value through the creation or expansion of economic activity, by 
identifying and exploiting new products, processes or markets”. 

2.1.1          Education and Entrepreneurship Education 
Education, no doubt, is Human Capital Development (HCD). The most well-known 
process by which a nation can increase its quality and quantity of human capital is by 
investing in education and job skills training, research and innovation. Gbamanja (2012) 
observed that education works as a self-contained system that strives to provide skills and 
knowledge that enable youths to engage in meaningful activities in society. This makes it 
apparent that the important assets of a nation are its human resources. The effective 
management of its human resources is the crucial factor in determining the growth and 
prosperity of the economy of the nation. Virtually, the transformation of sustainable skills 
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and talents in individuals (entrepreneurs) makes education a hub for national development. 
For education to play these roles and produce the needed human resources capacity, some 
fundamental alterations in the equation of national educational policies must be evolved; 
(National Policy on Education 2013).  Adawo (2011) postulated that investing in education 
raises per capita GNP, reduces poverty and supports the expansion of knowledge. From 
their views, it means that for any nation to be fully developed, it must give priority to 
human capital development. This will impact positively on all sectors of a nation’s 
economy, education, and even the social strata. 

2.2          Challenges of Entrepreneurship Education  
Ayodele (2006) identified among other factors hindering entrepreneurship in the country 
such as inadequate capital; unhealthy and unstable macro-economic environment; fear of 
the people to take risk on entrepreneurial activities and government policies are not 
designed to promote entrepreneurship. Other problems limiting against the effective 
implementation and development of entrepreneurship education in Nigeria tertiary 
institutions include: poor curriculum design, inadequate funding, inadequacy of competent 
lecturers, serious deficiency in the books, and corruption. 

       2.2.1   Poor Curriculum Design 
Entrepreneurship education curriculum in Nigeria tertiary institutions is poorly designed 
due to the lateness in starting entrepreneurship education in Nigeria; it was done in a hurry 
because Nigeria is already lacking behind with the rest of the international community in 
entrepreneurship education. This resulted in its ineffectively implemented hence the 
difficulty in achieving its set up objectives. 

     2.2.2     Inadequate Funding 
Poor funding of entrepreneurship education in particular and the education sector in general 
has been a serious challenge to entrepreneurship, both at the institutional level and the 
nation at large. This funding constraint has adversely affected the implementation of 
entrepreneurship education curriculum, a fact attested to by National Universities 
Commission and counterpart supervisory agencies (Gabadeen and Raimi, 2012). 
Inadequate funding of human capital development programmes is a major problem. Alani 
and Isola (2009) stated that there is perennial complaint about insufficiency of funds to 
procure material and human resources and to construct physical facilities in education 
institutions. 

    2.2.3        Inadequacy of Professionals  
There are inadequacies of competent lecturers in the field of entrepreneurship to make the 
course practically interesting and goal-oriented as opposed to too much focus theoretical 
instructions (Gabadeen & Raimi, 2012). Ifedili and Ofoegbu (2011) noted that 
professionals in the education sector are having serious nightmare on the theoretical 
contents of entrepreneurship education being delivered to the undergraduates across 
Nigerian higher institutions. 

     2.2.4      Corruption  
Several factors have been attributed to the seemingly contradictory relationship between 
spending on HCD and economic growth variables, the key factor identified as responsible 
for Nigeria’s set-back is corruption – a phenomenon of stealing and mismanagement of 
public funds accumulated from oil revenues, estimated by analysts at US$700 billion from 
1960-2009 (Watts, 2009). Corruption in Nigeria threatens any programme of government 
including human capital development as funds meant for executing projects aimed at 
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reducing poverty are systematically depleted. This manifests in the form of projects 
substitution, misrepresentation of project finances, diversion of resources, and conversion 
of public funds to private uses (Okoye and Onyukwu, 2007) 

2.3 HUMAN CAPITAL DEVELOPMENT (HCD) 
Human capital means human beings who have acquired skills, knowledge and attitudes 
which are needed to achieve national development. This can be achieved through education 
and training. Obisi and Anyim (2012)  noted that Human Capital Development (HCD) are 
talents, skills, competencies and other advantages which people possess, and can be put to 
better use to give organization and nations more benefits. In his assertion Adawo (2011) 
refers Human Capital Development (HCD) as a conscious and continuous process of 
acquiring and increasing the number of people with requisite knowledge, education, skills, 
and experience that are crucial for the economic development of a country.  Human Capital 
Development (HCD), training and development are basically the same. This is about 
development that supports investment in human capital, coaching, training, internship and 
human capital management (Enyekit, Amachule and Teera, 2011). Human capital 
development is about investments, activities, and processes that produce knowledge, health 
and skills. It means building the balanced human resources base and providing an enabling 
environment for all individuals to fully engage and contribute to the achievement of the 
goals of an organization or nation. It is an effort to increase human knowledge, enhance 
skills, productivity and stimulate resourcefulness of individuals (Erhurua, 2007; Enyekit, 
Amachule and Teera 2011). 
 The components of Human Capital Development (HCD) include Youth empowerment, 
employment Creation and Wealth creation.  

2.3.1 Human Capital Development (HCD) in Nigeria Universities 
All over the world, universities are acknowledged not just as the fortress of knowledge but 
pipelines for human capital development. The acceptance and confidence in the value of 
university education as a driver of human capital formation and invariably, global development 
cannot be over emphasized. For any country to foster genuine economic growth and 
development, its education system must be considered as basis and essential ingredient. 
Education is undisputedly considered as the bedrock of any meaningful development (Federal 
Government of  Nigeria, 2004)  It is in realization of this that governments at Federal and sub-
national levels, religious organizations and individuals have been pursuing the establishment of 
universities in Nigeria beginning with the University College Ibadan (now University of Ibadan) 
in 1948.  
 In the words of Adawo (2011) Nigeria had the fastest growing educational industry in the 
African continent. For instance in 1960, Nigeria had two universities (University of Ibadan and 
University of Nigeria, Nsukka) with student enrolment of about 1,400. Forty years later, Nigeria 
had 77 universities, an increase of 75 universities and percentage increase of 3750 (Umo cited 
in Adawo, 2011). Today, the total number of universities in Nigeria has increased geometrically 
without a corresponding increase in funding and undermines the place of education on the 
current legislative list in the 1999 constitution that provided the legal framework for educational 
management in Nigeria. Primary and secondary schools at 1960 were 15,703 and this has 
increased to 50,741 in 2004, an increase of 35,038 or a percentage increase of 233%. The 
number of secondary schools was 833 in 1960 and increased to 10913 in 2004, an increase of 
130 or percentage increase of 1136% (Adawo, 2011). 
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The age-long traditional education in Nigeria breeds graduates job-seeking mindsets as opposed   
to job-creation; they thus lack entrepreneurial traits like self-motivation, drive and innovation 
needed by the world of work and employers of labour (Raimi et al., 2011; Simkovic, 2012).  

 
2.3.2 Entrepreneurship Education  
The variables under entrepreneurship education include requisite training & Knowledge, Youth 
Skill Acquisition and Creativity and Innovation. 
2.3.1  Requisite Training & Knowledge 
The total number of Nigerians estimated to be officially unemployed in 2011 is estimated at 14 
million as against 12 million in 2010. Majority of those captured as unemployed are youth within 
the age brackets of 15-24 years and 25-44 years (National Bureau of Statistics, 2011). 
Unemployment is rampant in Nigeria like other nations because of mismatch between the need of 
employers and stock of job-specific human capital produced by educational training institutions 
(Simkovic, 2012). These assertion necessities the introduction of entrepreneurship education to 
imbibe entrepreneurial culture in graduating students to become self employed. 
 The importance of entrepreneurship in enhancing human capital development in terms of poverty 
alleviation, employment generation, wealth creation and economic vitality has given 
entrepreneurship worldwide recognition. This assertion was no doubt why the National 
Universities Commission (NUC) recommended for the introduction of entrepreneurial education 
to all Nigerian Universities. Entrepreneurial curriculum contains information on how students can 
identify and shape opportunities, assess business concepts, develop operational plans, fund and 
launch ventures, grow new enterprises and case studies which should be discussed in the classroom 
to provide students with another venue for examining entrepreneurial strategies and learning about 
the successes and failures of new ventures (OECD, 2010). 
Entrepreneurship education prepare students with the necessary skills and competences to start up 
business immediately after graduation and hence not being job seekers but self employed and also 
employer of labour. It contributes in an immeasurable ways toward creating new job, wealth 
creation, poverty reduction, and income generation for both government and individuals. 
 
2.3.2  Youth Skill Acquisition 
Youth development is comparable to human capital development. Of all factors of production, 
only human beings are capable of learning, adapting or changing, innovative and creative. The 
human factor affects production immensely. Youth skill acquisition is a process where the youths 
through learning of necessary skills that will enable them to be self-reliance becomes useful to the 
society by embarking on profitable entrepreneurship programme. Entrepreneurship education no 
doubt aims to create self-confidence and give the youths the skills to acquire and improve in their 
knowledge. Entrepreneurship education equips the youths to imbibe entrepreneurial spirit and 
embrace the government entrepreneurship programs necessary for their empowerment. It 
inculcates six (6) empowerment elements into the youth. They include; psychological, community, 
organizational, economic, social and cultural. 
The youth empowerment organizations and scheme in Nigeria include: 
i. Youth with Innovation in Nigeria. 
ii. Subsidy Reinvestment and empowerment Programme (SURE-P) 
iii. Youth Initiative for Sustainable Agriculture in Nigeria (YISA) 
iv. Graduate internship Scheme (GIS) (Source: Journal of Education of Practice (Online), 

2017 
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2.3.4  Undergraduates’ Ranking of Twenty Most Acceptable Curriculum Contents for 

Entrepreneurship Education  
 i. Operating a Saloon               (1st)  
 ii. Interior Decoration               (2nd) 
 iii. Electrical/Installation            (3rd). 
 iv. Electric Wiring            (4th) 
 vi. Fashion Designing                (5th). 
 vii. Bakery            (6th ) 
  vii. Operating a business centre (7th) 
 viii. Graphic Design  (8th)  
 ix. Making Decorative Pots (9th) 
 x. Raising of Flowers  (10th) 
 xi. Hair Weaving    (11th) 
 xii. Pure water   (12t) 
 xiii. Soap Making   (13th) 
        xiv. Aquaculture   (14th). 
        xv. Vegetable Oil Production (15th ) 
        xvi.  Brewing    (16th) 
        xvii. Music lesions    (17th)  
        xviii. Tailoring    (18th ) 
        xix. Pottery making  (19th) 
         xx. Cloth making    (20th)  
 (Source: Journal of Education of Practice (Online),2017 
 2.4        Theoretical Framework 
  2.4.1      Human Capital Theory (HCT)  
Theoretical framework that prescribes education, training and skills acquisition as mechanisms for 
attaining productivity, workers’ efficiency and overall socio-economic development is called 
Human Capital Theory (HCT). The human capital model of Robert (1991) advocates education as 
a tool for improving human capital, stimulating labour productivity and boosting the levels of 
technology across the globe.  
The Human Capital Theory (HCT) pioneered by Shultz, suggested that people possess skill, 
knowledge, and ability that have the potential to generate economic value. The Human Capital 
Theory argues that education enhances the cognitive state of an entrepreneur and in turn improves 
entrepreneurship. In other words education leads to increase in productivity and efficiency of 
workers by increasing the level of their cognitive skills, and therefore any investment in education 
will increase the stock of human capabilities. It goes on to explain that the provision of education 
enhances basic literacy, which boosts the productivity of workers. 
 
2.4.2 The Schumpeter Effect (TSE)  
Schumpeter (1934) views entrepreneurship training as responsible for creative destruction, that is, 
education acts as an impetus for creating new ideas, improved techniques, new technologies and 
new products. This theory provides logical explanation that entrepreneurship and unemployment 
are negatively or inversely related, that is, increases in entrepreneurship activities in the economy 
extinguish and sustainably reduces unemployment situation. The process of entrepreneurship 
leading to gainful employment is termed “Schumpeter effect” (Audretsch, Carre and Thurik, 
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2002). In his assertion, Van Den Berg (2001) establishes a correlation between the level of 
education and new product development in knowledge-based economies that invested massively 
in education, technology and related growth elements. (i.e. facilitating employability). Audretsch 
and Fritsch (1994) provided empirical justification for the theory in two different studies, stating 
that unemployment is negatively related to new-firm start-ups, that is, as new businesses are 
established, the level of employability in the society is stimulated and unemployment reduces 
sustainably in the economy. The implication of the above theory is that when people are provided 
qualitative entrepreneurship education with hands-on training, they tend to establish their own 
business later on.  
2.4.3 Empirical Review 
Emerole, Onyi and Obikwe (2016) in a study Entrepreneurship Education and Human Capital 
Development (HCD) in Nigeria-Empirical Analysis of Michael Okpara University of Agriculture 
Umudike, Abia State. with a sample size of two hundred and sixty (260), concluded that Requisite 
Training and knowledge, Youth Skill Acquisition and Entrepreneurship Drive are the variables 
that has positive correlation with Human Capital Development (HCD) and recommended that all 
levels of government, academic institutions, donor agencies and private organizations should 
urgently support entrepreneurship education as it is strategic for Human Capital Development 
(HCD) in Nigeria. In another study Norasmah, Nor Hafiza, and Rahmah, (2012) posits that one of 
the approaches in developing human capital is through education and entrepreneurship training.   
Mueller Wyatt, Klandt, and WeeLlang, (2006) in a study  Entrepreneurship Education  in China 
discovered that action learning based- entrepreneurship program among undergraduate students in 
Germany, Singapore, China, Korea and United States offered students opportunity to apply their 
academic learning in a practical environment. Entrepreneurship, therefore, is action-oriented, more 
than thinking and makes learning more personal, practical and experiential through discovery. 
Entrepreneurs are more popularly known as innovators. They bring new products to market 
through constant acts of innovation. Since development theories have established links between 
investment in Human Capital Development (HCD), skills, training, economic development, social 
progress, productivity growth, and technological innovation (Simkovic, 2012).  
 
3.0   Research Methodology 
 3.1    Research design: 
The study adopted survey research design. This allowed for study of representative sampling and 
for correlation analysis in predicting behaviour (Borden and Abbott, 2002). 
3.2 Sources of Data  
The study had two sources of data-primary and secondary sources. Primary source of data was 
self–designed, close-ended, pretested questionnaire made up of twenty (20) items. Secondary data 
was gotten from published books and reviewed journals including electronic works. 
 3.3 Study Area and Population: 
The study was conducted in Enugu State, one of the South-Eastern States of Nigeria. The choice 
of NYSC orientation camp in Agwu, Enugu State is because the members are young graduates of 
Nigeria higher institution that has being educated in various entrepreneurship training and are 
ready to apply their knowledge into practice. The total population for the study is 2882 Youth Corp 
Members. 
 3.4 Sample Size Determination 

Using the Modified Taro Yamane formula for calculating sample size. 
Using the formula, 
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n=                 N      
             3+ N (e)2 
Where n=sample size 
N=population = 2,882 
e= sampling error usually = 0.05 (level of precision) 
3= constant. 
n =           2882 
       3+2882 x (0.05)2 
 
=       2882                =              2882                 

  3+2882 x 0.0025          10.205               = 282           
 
3.5  Sampling and Sample Techniques 
Simple random sampling technique was adopted for this study, which is a procedure of giving 
every subject in a population equal chance of appearing in the selection. The study is of the opinion 
that the simple random sampling is suitable for this research work were the researcher choose 
individual in such a way that each has an equal and independent chance of being selected.  
 
3.6 Validation of the Instrument 
A number of measures were taken to ensure the validity and reliability of the questionnaire used 
in this study. A team of three experts in social science were consulted and moderated the 
questionnaire to ensure its relevance and reliability. Their observations and recommendations were 
effected in drafting the final copy of the questionnaire. 
3.7  Reliability of the Instrument 
The instrument was subjected to a reliability test to establish the internal consistency of the 
questionnaire items.  In order to establish the reliability of this instrument, a pilot study was carried 
out on a sample of ten (10) members of NYSC at Agwu orientation camp, Enugu State. After 
period of six (6) days, the instruments were re-administered to the same respondents. The two tests 
were collated and analyzed using the Cronbach’s Alpha (α) method. A reliability coefficient of 
0.775 was obtained indicating that, the instrument were reliable for the study. The questionnaires 
were collected and errors corrected for the final questions for the study. 
 
3.8   Method of Data Analysis: 
The instruments were administered through the use of three (3) research assistants in the camp. 
The variables (dependent and independent variables) will be tested using correlation analysis. The 
questionnaire comprised of two (2) sections. Section “A” had five (5) items seeking demographic 
data such as sex, age, level of entrepreneurship education. Section “B” had ten (10) items, which 
sought to collect information on the variables that qualify entrepreneurship education and those 
that qualify Human Capital Development (HCD). The variablels that qualify entrepreneurship 
education are requisite training, skill Acquisition and creativity and innovation. The indicators that 
qualify Human Capital Development include Youth empowerment, employment creation and 
Wealth Creation. Responses are arranged in the Likert-Scale with 5-strongly agree;4-Agree;3-
Neutral;2 Disagree and 1-Strongly disagree. Out of the 282 copies of questionnaires delivered to 
prospective respondents, 260 were completely filled and returned. These were used for analysis. 
 
3.8  Decision Rule 
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The relationship between the variables is positive if the correlation coefficient is positive, while it 
is negative if the correlation coefficient is negative. The relationship is significant if the probability 
value (p-value) is less than 0.05 and not significant if the p-value is more than 0.05. 
   Measurement of Variables: 
 i. Independent Variables: 

Each of the three independent variables was evaluated with five items. 
- Requisite Training and knowledge. 

   - Youth Skill Acquisition   
-    Creativity and Innovations. 
Items 1-5 evaluated Requisite training with a maximum attainable score of 25. 
Items 6-10 evaluated Youth Skill acquisition with a maximum attainable score of 25 
Items 11-15 evaluated Creativity and Innovations with a maximum attainable score of 25. 

ii.  Dependent Variables: 
Items 16-20 evaluated Human Capital Development (HCD) with a maximum attainable 
score of 25.The dependent variable, Human Capital development was measures by the 
following indicators: (5-strongly agree 1-strongly disagree). Responses from these five 
questions were aggregated to a single score for ‘Human Capital Development (HCD)’. The 
maximum attainable score for ‘Human Capital Development’ was 25 i.e.  5 (Maximum 
score) x 5 (number of items). 

4.0      DATA PRESENTATION AND ANALYSIS 
 Inferential statistics that adopted Pearson’s correlation to analyze the relationship 

between each of the independent variables with the dependent variable. 
4.1   Test of Hypotheses: 
  Test of Hypothesis One  
    There is no significant relationship between Requisite training and Youth Empowerment among 
Members of National Youth Service Corps (NYSC) 2017 Batch ‘A’ in Agwu, Enugu State. 
The variables Requisite training and Youth Empowerment were analyzed with Statistical Package 
for Social Science, SPSS 20. Below is the table showing result of the correlation analysis. 
Table 4.3: Pearson’s Correlation Analysis of  Requisite Training & Knowledge and Youth 
Empowerment 

VARIABLES Correlation Requisite Training 
&Knowledge  

Youth 
Empowerment  

Requisite 
Training 
Knowledge  
 
 
Human 
Capital 
Development 
(HCD) 

Pearson 
Correlation 
Sig.  (2-tailed) 
N 
 
Pearson 
Correlation 
Sig.  (2-tailed 

1 
 
260 
 
. 
0.614* 
0.024 
 260 

.614* 

.024 
 260 
 
 
1 
 
260 

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

Source: Authors computation using SPSS 20, 2017. 
From the table, there is a   positive correlation (0.614) between Requisite Training & Knowledge 
and Youth Empowerment. It means that as Requisite Training & knowledge increase, Youth 
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Empowerment increases. Since the computed level of significance is 0.024 and it is less than 0.05, 
the null hypothesis is rejected. The alternative hypothesis is accepted. Hence from the research, it 
is concluded that there is significant relationship between Requisite Training and Youth 
Empowerment. 
4.2 Test of Hypothesis Two 
 There is no significant relationship between Skill Acquisition and Empowerment among 
Members of National Youth Service Corps (NYSC) 2017 Batch ‘A’ in Agwu, Enugu State. 
The variables Skill acquisition and human Capital Development (HCD) were analyzed with 
statistical Package for Social Science; SPSS version 20.Below is the table showing result of the 
correlation analysis: 
Table 4:4 Pearson’s Correlation Analysis of Skill Acquisition and Employment Creation. 

VARIABLES Correlation Youth skill 
Acquisition  

Employment Creation 

Youth Skill 
Acquisition 
 
 
Human 
Capital 
Development 
(HCD) 

Pearson 
Correlation 
Sig.  (2-tailed) 
N 
 
Pearson 
Correlation 
Sig.  (2-tailed) 

1 
 
260 
 
. 
640** 
.000 
 260 

.640** 

.000 
 260 
 
 
1 
 
260 

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

Source: Authors Computation using SPSS 20, 2017. 
From the table, there is a strong positive correlation (0.640) between Youth Skill Acquisition and 
employment Creation. It means that as Youth Skill Acquisition increases, employment Creation 
increases. Since the computed level of significance is 0.000, and it is less than 0.05, the null 
hypothesis is rejected. The alternative hypothesis is accepted. Hence from the research, it is 
concluded that there is significant relationship between Youth Skill Acquisition and Employment 
creation. 
4.3   Test of Hypothesis Three 
 There is no significant relationship between Creativity and Innovations and Wealth Creation 
among Members of National Youth Service Corps (NYSC) 2017 Batch ‘A’ in Agwu, Enugu State. 
The variables Creativity and Innovation and Human Capital Development (HCD) were analyzed 
with statistical Package for Social Science; SPSS version 20.Below is the table showing result of 
the correlation analysis: 
 
 
Table 4.5: Pearson’s Correlational Analysis of Creativity & Innovation and Wealth 
Creation 
Variable  Correlation  Creativity and 

Innovation 
Wealth Creation  

Entrepreneurship 
Drive   
 
 

Pearson 
Correlation 
Sig.  (2-tailed) 
N 

         1 
 
       260 
 

0.780** 
0.000 
260 
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Wealth Creation 
 

 
Pearson  
Correlation  
Sig.. (2-tailed) 

   0.780** 
    0.000 
      260 

1 
 
260 

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

Source: Authors Computation Using SPSS 20, 2017. 
From the table, there is a strong negative correlation (0.780) between Creativity & Innovation and 
Wealth Creation. It means that as entrepreneurship drive increases, Human Capital Development 
increases. Since the computed level of significance is 0.000, and it is less than 0.05, the null 
hypothesis is rejected. The alternative hypothesis is accepted. Hence from the research, it is 
concluded that there is significant relationship between creativity & innovation and Human Capital 
Development (HCD). 
Discussion of Findings  
This findings in Table 4.1, 4.2 and 4.3 is in line with the study of Emerole, Onyi & Obiekwe 
(2016), Entrepreneurship Education and Human Capital Development (HCD) in Nigeria-
Empirical Analysis of Michael Okpara University of Agriculture Umudike, Abia State. with a 
sample size of two hundred and sixty (260) that concluded that Requisite Training and knowledge, 
Youth Skill Acquisition and Entrepreneurship Drive are the variables that has positive correlation 
with Human Capital Development (HCD) and recommended that all levels of government, 
academic institutions, donor agencies and private organizations should urgently support 
entrepreneurship education as it is strategic for Human Capital Development (HCD) in Nigeria. 
This suggests that without entrepreneurship education graduates of the university could be put at 
risk of being unemployed immediately after graduation. This findings is also in line with those of 
Norasmah et al (2012) that emphasized that one of the approaches in developing human capital is 
through education and entrepreneurship training and Simkovic, (2012) which reported a 
considerable positive linkage between entrepreneurship education and human Capital 
Development (HCD). However, there are problems facing the effective implementation of 
entrepreneurship education in the university such as poor entrepreneurship education curriculum 
inadequate funding of entrepreneurship education, inadequacy of competent lecturers and serious 
deficiency in the books. 
5.0  FINDINGS, SUMMARY, CONCLUSION AND RECOMMENDATIONS 
5.1 Summary 
This study examined the relationship between of entrepreneurship education and Human Capital 
Development (HCD) in Nigeria using members of National Youth Service Corps (NYSC) 2017 
Batch A as study. A Sample of 260 respondents were studied. Data was collected through self- 
designed, questionnaires having 20 items. Correlations analysis with 5% significance test was used 
to analyze data and test the hypotheses respectively. All the three variables tested –Requisite 
training & knowledge, Skill Acquisition and Creativity and Innovation -were shown to have 
significant positive relationship with Human Capital Development in the study site. 
5.2 Conclusion 
Based on the objectives and the finding of the research, the researchers concluded that there is a 
significant relationship between entrepreneurship education (Requisite Training, Skill Acquisition 
and Creativity and Innovations) and Human Capital Development (HCD) among members of 
National Youth Service Corps (NYSC) 2017 Batch A in Agwu, Enugu State.  
5.3  Recommendations 
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Based on the objectives, findings and conclusion of the research study, the researchers 
recommended as follows: 

i. Government should develop a national culture of entrepreneurship by supporting, requisite 
training and rewarding self-reliant graduates across the higher institutions in Nigeria. This 
approach would no doubt facilitate the promotion of entrepreneurship drive among students 
offering entrepreneurship education hence innovation, invention and creativity.  

ii. Government and private individuals should mainstream entrepreneurial education in the 
School curriculum by organizing periodic skill acquisition programmes, field trips, industrial 
tours to industrialized cities/countries, mentorship programme, hosting of exhibitions/fairs, 
coaching/grooming, seminars/conferences/workshops and exchange programmes in order to 
inspire undergraduate students and learners to imbibe entrepreneurial traits.  

iii. The National Youth Service Corps (NYSC) scheme should  refocused on  youth Creativity and 
Innovation through Entrepreneurship education in higher institutions.  
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Abstract 
 
The paper investigated Business Education Student's Achievement in Basic Computer Skills. 
Descriptive survey design was used in the study. The population of the study consisted of 651 
NCE 300 level students drawn from seven Colleges of Education offering Business Education. 
242 students were selected as the sample using proportionate sampling technique. Business 
Education student's Achievement Test in Basic Computer Skills (BESATBCS) was the instrument 
used in collecting data for the study. The instrument was pilot tested and a reliability coefficient 
of 0.72 was obtained using split-half method. data collected were analyzed using mean and t-test 
statistic. Findings from the study revealed that Business Education students were exposed to three 
computer training courses as stipulated by the NCCE minimum standard namely computer 
appreciation, computer applications and ICT/internet applications in the sample Colleges. Findings 
also revealed that Business Education students' performance in the achievement test was generally 
low. In view of the findings, it was recommended that quality of training in ICT/Computer courses 
in Business Education departments should be improved to enable students becomes proficient in 
computer operation before graduation and that adequate financing should be made by the 
government to the Colleges especially in the areas of procurement and installation of 
ICT/Computer facilities. 
 
Keywords: Business Education, Achievement, Test, Computer Skills 
 
1. Introduction 

Preparing students for employment and beyond requires that the current and emerging 
needs of labour market be assessed in an effort to ensure that students are well equipped with basic 
computer skills to meet the challenges of the present realities as computers have been identified to 
be important in all fields of human endeavour. As such, it is difficult today to secure professional 
jobs without demonstrating relevant computer skills.  

Business Education as a component of Vocational and Technical Education programme is 
offered at Colleges of Education and Universities. The aim of the programme is to train students 
to acquire knowledge and skills needed for particular job in the areas of Accounting, Secretarial, 
Marketing, Purchasing and Supply as well as prepare business teacher educators that can 
effectively teach Accounting and business related subjects at both Senior and Junior secondary 
schools (Magaji, 2016). 
  Ihekwoaba (2005) viewed business education as the type of education that assists 
individuals to acquire skills, which they can apply to solve problems in business occupation such 
as secretary ship, accountancy, administration, management, marketing, and processing etc. 
 
1.1 Statement of the Problem 

The impact of ICT on business education calls for providing quality and relevant training 
that prepares students to function in their places of works either in private or public sector. This is 
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because business education deals with the acquisition of practical skills, knowledge and values 
that enable one to function effectively in the society.  

In view of the above, Osuala (2004) argued that business educators must find the best 
means of educating all students about computers especially now that computers are becoming a 
common, useful tool in all career occupations. The computer has introduced a new dimension into 
business education – one that is extraordinary geared to the reality of student’s lives. In line with 
this, the Minimum Standard for NCE (Vocational and Technical, 2008) stipulates computer 
courses as part of the business education curriculum to be offered by students. Hence, the need to 
find out business education students’ performance in basic computer operational skills during their 
studies in the Colleges of Education prompts this study.  
1.2 Purpose of the Study 

The main purpose of this study is to find out business education students’ performance in the 
achievement test in basic computer skills operations in Colleges of Education before graduation.  
Specifically, the objectives of this study are to: 

1. Determine computer training courses business education students are exposed to as 
stipulated by the NCE Curriculum. 

2. Find out the mean score in the Achievement test of male and female business education 
students in basic computer skills. 

3. Find out the mean score in the Achievement test of business education students from 
Federal and State Colleges of Education in basic computer skills. 

1.3 Research Questions 
 This research was guided by the following research questions: 

1. What computer training courses were business education students exposed to as stipulated 
by the NCE Curriculum?   

2.  What is the difference in the mean score in the Achievement test of male and female 
business education students in basic computer skills? 

3. What is the difference in the mean score in the Achievement test of business education 
students from Federal and State Colleges of Education in basic computer skills? 

1.4 Hypotheses 
The following null hypotheses were tested at 0.05 level of significance in the study: 

Ho1 There is no significant difference in  the mean score in the achievement test of male and 
female business education students in basic computer skills.  
Ho2 There is no significant difference in the mean score in the achievement test of business 
education students from Federal and State Colleges of Education in basic computer skills. 
2. Literature Review 
2.1 Theoretical Framework of the Study 

 Vygotsky’s sociocultural theory of human learning (1978) maintained that social 
interaction plays a fundamental role in the development of cognition. The theory holds that learners 
should be provided with socially rich environments in which to explore knowledge domains with 
their fellow students, teachers and outside experts.  
 Vygotsky’s theory is very much relevant and applicable to this study because the theory 
opines that computers usage help learners to access vast knowledge, collaborate with others, share 
knowledge and solve complex problems using cognitive. Therefore, Vygotsky theoretical 
framework served as the basis upon which this study was built.      
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2.2 Business Education Programme 
 Business education is a component of vocational and technical education programme 
offered at Polytechnics, Colleges of Education and Universities in Nigeria. The Federal 
Government of Nigeria (NPE, 2004) describes vocational and technical education as that aspect of 
education that gives its recipients an opportunity to acquire practical skills as well as some basic 
scientific knowledge. 
 According to Ibrahim (2008), Business education is an important segment of vocational 
education. It is wide in scope because it provides the skills and knowledge needed for a particular 
job such as accounting, marketing and secretarial occupation. He further stressed that business 
education provides the foundation for many of our accountants, business executives, salesmen, 
data processing analysts, secretaries stenographers and typists. 
2.3 Computer Training in Business Education Programme 
  Technological innovation across the globe posed challenges to business educators that 
trained and produced graduates which must be familiar with computer skills to face the 
contemporary technological challenges. In view of this, Osuala (2004) maintained that business 
educators must find the best means of educating all students about computers especially now that 
computers are becoming a common, useful tool in all career occupations. The computer has 
introduced  a new dimension into business education – one that is extraordinarily geared to the 
reality of students’ future lives. 

 Momoh ( 2012 ) argued that if the practical approach to learning in business education is 
to be realized then there is an urgent need to integrate entrepreneurship skills and computer 
competencies in business education trainees in order to afford them a right of place and relevance 
in the global economy. 

Hall (2009) stated that it is in the best interest of business education students to be computer 
literate both for the world of work and in enriching themselves as the world is changing. It therefore 
becomes necessary that business education students should be equipped with computer literacy 
and competencies in order to exploit information resources that the electronic age produces as well 
as compete favourably in the labour market. 
3. Methodology 

In this study, descriptive survey design was used in determining business education 
students’ performance in achievement test in basic computer skills. The design adopted allows the 
researcher to study group of sample considered to be representative of the target population of the 
study. The population for this study consists of 651 NCE 300 level business education students in 
7 Colleges of Education offering business education programmes in the North-Eastern Nigeria. A 
sample size of 242 students was drawn from the population of the study using proportionate 
sampling technique.  

Business Education Students’ Achievement Test in Basic Computer Skills (BESATBCSs) 
was the instrument used to collect data in this study. The BESATBSCs is a 25 items multiple 
choice type test adopted from the NCE Minimum Standard (Vocational and Technical, 2008). 2 
marks are awarded to a correctly answered question. The test scores were converted to a five grade 
points  of 41 – 50 marks = A (5 points) rated Very High Performance (VHP), 31 – 40 marks = B 
(4 points) High Performance(HP), 21 – 30 marks = C (3 points) Moderate Performance(MP), 11 – 
20 marks = D (2 points) Low Performance(LP) and 1 – 10 marks = E (1 point) Very Low 
Performance(VLP).  

Three experts from business education department of College of Education, Azare face 
validated the research instrument. The instrument was pilot tested and a reliability coefficient of 
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0.72 was obtained using split-half method. Research assistants were used in the administration and 
retrieval of the instrument in the study area. Mean was used to answer the research questions while 
t-test was used to test the null hypotheses at 0.05 level of significance. 
4. Results and Discussion 
4.1 Research Question 1 
       What computer training courses are business education students exposed to as     
       stipulated by the NCE Curriculum? 
 
Table 1: Computer training courses Business education students were exposed to at Colleges 
of Education 

S/N COLLEGES 
NCE(MS) 

COE 
Azare 

COE 
Gashua 

COE 
Jalingo 

COE 
MDG 

FCE 
Gombe 

FCE 
PKM 

FCE 
Yola 

1. Computer 
Appreciation 

Hw,Sw Hw,Sw Hw,Sw Hw,Sw Hw,Sw Hw,Sw Hw,Sw 

2. Computer 
Application 

WP,DP, 
DM 

WP,DP, 
DM 

WP,DP, 
DM 

WP,DP, 
DM 

WP,DP, 
DM 

WP,DP, 
DM 

WP,DP, 
DtP,DM 

3. ICT/Internet 
Application 

CN, IA CN, IA CN, IA CN, IA CN, IA CN, IA CN, IA 

Source: Field Survey, 2015. 
KEY:   MS=Minimum Standard, Hw and Sw =Hard and Soft-ware 

WP=Word Processing, DP=Data Processing(Spread sheet and Excel) 
DtP=Desk-top Publishing(Graphics), DM=Database Management 
CN=Computer Networking,  IA=Internet Application   
The above table depicts three computer training courses stipulated by the NCE Minimum 

Standard to be offered by business educatiobn students: Computer Appreciation exposes students 
to hard and soft-ware components of a computer while Computer Application Systems  
emphasized training skills in word processing, data processing (spreadsheet and excel), desk-top 
publishing (graphics), record-keeping system (database management) while ICT/Internet 
Application exposes students to computer networking and internet exploration.   
4.2 Research Question 2 

What is the difference in the mean score in the Achievement test of male and female     
 business education students in basic computer skills? 

Table 2: Comparison of  mean score on achievement test of male and female business 
education students in basic computer skills in the sampled Colleges. 
S/N COLLEGES N1 ��1 N2 ��2 GX RMK 
1. COE AZARE 25 2.84 13 2.54 2.69 LP 
2. COE 

GASHUA 
07 2.29 10 1.60 1.95 VLP 

3. COE 
JALINGO 

15 2.13 08 2.25 2.19 LP 

4. COE 
MAIDUGURI 

14 2.71 13 3.15 2.93 LP 

5. FCE(T) 
GOMBE 

40 3.02 49 3.04 3.03 MP 
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6. FCE(T) 
POTISKUM 

12 3.17 08 3.50 3.34 MP 

7. FCE YOLA 04 3.25 06 3.00 3.13 MP 

 OVERALL 
GM 

 2.77  2.73  LP 

Source: Field Survey, 2015. 
KEY: N1, N2 = Male and Female Respondents 
          ��1, ��2  = Mean Score of Male and Female Respondents,GX= Grand Mean, RMK=Remark,   
          LP= Low Performance, VLP= Very Low Performance, MP= Moderate  Performance 

The above table revealed that male and female business education students from Federal 
Colleges of Education (FCEs) have higher mean score than their colleagues at state Colleges of 
Education (COEs), except in COE Maiduguri where male respondents have a higher mean score 
than their female colleagues. The Grand Mean score of respondents from State Colleges of 
Education: COE Azare, Jalingo and Maiduguri indicated low performance in the achievement test 
while that of COE Gashua shows very low performance in the test. However, the Overall Grand 
Mean revealed same level of performance between male and female respondents across the 
Colleges. 
4.3 Research Question 3 

What is the difference in the mean score in the Achievement test of business education 
students from Federal and State Colleges of Education in basic computer skills? 

Table 3: Comparison of  mean score on achievement test of business education students 
from State and Federal Colleges of Education in basic computer skills   

S/N COLLEGES N �� REMARK 

1. State 105 2.52 Low 
Performance 

2. Federal 119 3.07 Moderate 
Performance 

Source: Field Survey, 2015. 
KEY:N= Total Number of Respondents, ��=Mean Score 
 Table 3 revealed that  business education students from Federal Colleges of Education 
(FCEs) have higher mean score than their colleagues from State Colleges of Education (COEs). 
An indication that respondents from FCEs performed better in the achievement test than those 
from COEs. 
4.4 Hypothesis 1 

 There is no significant difference in  the mean score in the achievement test on basic     
 computer skills between male and female business education students . 

Table 4: Summary of 2 tailed test analysis of difference between mean score in the 
achievement test of male and female business education students in basic computer skills.    
Variables N �� SD Df t-cal t-crit Decision 
Males 117 2.78 .796 222 -.334 1.972 Ho Accepted 
Females 109 2.82 .822 

Source: Field Survey, 2015. 
KEY: N= Total number of respondents 
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          The results of the t-test show that statistically, there is no significant difference between 
male and female business education students mean score in the achievement test on basic computer 
skills. The t-calculated (tcal) of -.334 is less than the t-critical table value (tcrit) of 1.972 at 0.05 
level of significance (2 tailed) and 222 degree of freedom (df). The null hypothesis stated is 
therefore accepted.  
4.5 Hypothesis 2 

There is no significant difference in the mean score in the achievement test of business   
 
            education students from Federal and State Colleges of Education in basic computer skills. 
Table 5: Summary of 2 tailed test analysis of difference between mean score in the 
achievement test of business education students from Federal and State Colleges of 
Education in basic computer skills.   
Variables N �� SD Df t-cal t-crit Decision 
FCEs 119 3.05 .723 222 5.142 1.972 Ho Rejected 
COEs 105 2.52 .809 

Source: Field Survey, 2015. 
KEY: N= Total number of respondents 
           FCEs=Federal Colleges of Education, COEs=State Colleges of Education 

The results of the t-test show that statistically, there is significant difference in the 
Achievement test between business education students from Federal and State Colleges of 
Education in basic computer skills. The t-calculated (tcal) of 5.142 is greater than the t-critical 
table value (tcrit) of 1.972 at 0.05 level of significance (2 tailed) and 222 degree of freedom (df). 
The null hypothesis stated is therefore rejected. 
4.6 Major Findings from the Study 

1. Business Education students were exposed to three computer training courses as stipulated 
by the NCE curriculum: computer appreciation, computer applications and ICT/Internet 
applications in the sampled Colleges. 

2. Business Education students’ performance in the achievement test in basic computer skills 
was found to be low. 

3. There was no significant difference between the performance of male and female students 
in the achievement test in basic computer skills. 

4. Business Education students from Federal Colleges of Education performed better than 
those from the State Colleges of Education in the achievement test.  

4.7 Discussion 
 The results of the data analysis revealed that the sampled Colleges offered the stipulated 
computer courses to the students: Computer Appreciation with emphasis on hard and soft-ware 
components of a computer, Computer Application with emphasis on word processing, data 
processing (spread sheet), desk-top publishing (graphics), Record – keeping System (Database 
Management), and ICT/Internet Application with emphasis on computer networking and Internet 
exploration. However, findings from this study revealed that only FCE Yola offered Desk-top 
publishing (graphics) to the students. This finding is in agreement with the findings of Samson and 
Okereke (2014) which revealed that only FCE Yola offers computer graphics for business 
education programme.  
 Findings from this study revealed that there is no significant difference in the performance 
of male and female business education students in the achievement test in basic computer skills. 
This finding agreed with the findings of Alao and Abubakar (2010) which discovered no 
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significant difference in the academic performance of male and female NCE III Physics students 
of Federal College of Education (Technical), Omoku, Rivers State, Nigeria. Similar study by 
Abubakar and Eze (2010) revealed no significant gender difference in the academic performance 
of NCE III Mathematics students of the College, however, the females performed better. 

However, a significant difference was observed  between the performance of business 
education students in the achievement test of students from Federal and State Colleges of 
Education. Students from Federal Colleges of Education performed better than those from State 
Colleges of Education. The difference in the respondents’ performance in the achievement test 
could be attributed to the issue of proprietorship. Federal Government owned educational 
institutions were more funded than the State Government owned in Nigeria. Therefore, the calibre 
and quality of manpower as well as the provision of teaching and learning facilities and equipment 
also differs. As such, the researcher is of the view that students will be able to acquire computer 
basic skills if manpower, facilities and equipment to facilitate the aquisition of the skills are 
provided.  

In line with this, Ukor (2009) stressed that the possession of required competencies that 
will enable business education graduates to function in their place of work can be frustrated if the 
required lecturers and facilities are not adequately provided in the Universities and Colleges in the 
country. 
5. Conclusion and Recommendations 

The technological era of today required business education students to be proficientt in 
computer skills to be relevant and compete favourably in the labour market. These computer skills 
usually consist of basic computer operations. 

Business education students were exposed to computer courses namely computer appreciation, 
computer applications and ICT/ Internt applications.. However, based on the students’ 
performance in the achievement test, it was concluded that business education students’ exposure 
to basic computer skills was generally low in making them effective in computer operations. 

In view of the findings of the study, the following recommendations were made: 
1. Quality of training in ICT/computer courses in business education departments should be 

improved to enable students becomes proficient in computer operation before graduation. 
2. Objective monitoring and evaluation of business education students’ computer skills 

acquisition should be carried out in order to identify areas of deficiency with a view to drill 
the students for improvement before they graduated from the Colleges. 

3. Adequate financing should be made by the government to the Colleges especially in the 
areas of procurement and installation of ICT/computer facilities.  
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Abstract 
 
The study was carried out to investigate Comparative Analysis on the Management of Public and 
Private Secondary Schools in Kaduna State, Nigeria. The study had five specific objectives, five 
research questions and five null hypotheses.  Descriptive survey research design was used for the 
study. The population of the study is one thousand five hundred and twenty eight (1528) which 
consists of  principals from all public and private secondary schools in Kaduna State. Out of this 
number, three hundred and seven (307) were purposively sampled in the State from two Local 
Government each. A checklist developed by the researcher. The researcher collected a letter of 
introduction from the department of vocational and technical education that enabled the researcher 
to collect official data needed for the study from ministry of education Kaduna State and other 
schools in the state. The data collected were analyzed using frequencies and percentages, while, 
the hypotheses were tested using t-test at 0.05 level of significance. The study results among others 
revealed that, public secondary schools were provided with more instructional materials than 
private secondary schools in Kaduna State. The study concluded that, Public secondary schools 
are better than private schools in terms of provision of instructional materials. The study 
recommends that proprietors of private secondary schools in Kaduna State should build on 
standard through the provision of adequate instructional resources like their counterparts in public 
secondary schools.  
 
Keywords: Comparative Analysis, Management, Public and Private, Secondary Schools, Kaduna 
 
INTRODUCTION 
 

1.1 Background to the Study 

1.2  
Kaduna State was part of the former North Central State, which was created in 1967 when 

Nigeria changed from four (4) regional system to 19 state structure. In 1987, it was divided into 
two along the line of the old provincial boundary, thus Katsina province became Katsina State, 
while Zaria province formed the present Kaduna State.  

The state capital is Kaduna, a status it has enjoyed since the old Northern region days. There 
are twenty three (23) Local Government Areas (LGAS) in the state, and Kaduna State covers an 
area of 44,408.3 square kilometers. The population according to 2006 census is 6,066,562, which 
then put the density at about 137 persons per square kilometer.  

Kaduna State is a major industrial axis in the North, while Kaduna town has a lot of commercial 
activities and industries like the Peugeot car assembly and the petroleum refinery and textile 
industries. The state has an airport, which is accessible all year round because of fair weather. The 
State also has a major railway junction for the entire railway system between the North and the 
South.  
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Kaduna State Government (KSG) attaches high priority to the education of its citizens and had 
made concerted efforts to address the long-standing problems of low enrolment and poor 
educational quality, particularly at the primary and secondary education levels. The main 
interventions have been the restructuring of the school system, large-scale recruitment of teaching 
staff, the construction of many new classrooms and facilities and rehabilitation of existing 
ones,with the procurement of equipment and related teaching aids. (Kaduna 2015). 

The objectives of education in Kaduna State, is to produce citizens who will be of use to the 
entire nation. There were Missionary bodies in so many communities in the State with the aim to 
enhance standards of education. History shows that at a time the Nigeria government took over 
schools from the missionary bodies, it was committed in providing and ensuring sustained 
improvement in the schools. To this end, the government was involved in development plans such 
as provision of transportation, communication, as well as social overhead, such as education and 
health. At a point the federal government saw the number of population of Nigerian children that 
enroll in secondary schools as  large to fund all the schools. In this way, it is understood that 
economic retrenchment at all levels of government is one of the reasons that propels the issuance 
of lience to individuals in Nigeria to operate private secondary schools when the role of welfare 
state has been constrained. (Chiang, 2012).  

Since the government can not fund education properly, the federal government, international  
agencies and  donor financiers intensified increased coverage of education to ensure that all 
children go to school which necesitated the issuance of license to private providers to establish 
private schools in Nigeria. Comparatively, license issued to private individuals is used 
interchangeably as commercialization and public secondary schools is linked to government own 
schools while principals in both private and public secondary schools is described as management 
in a comparative sense. The role of school principals also has dramatically changed since 1990. 
Principals are not only the educational leaders of their secondary schools but managers who are 
responsible for financing, personnel, and the results of their institutions. Previously, a school 
principal was an experienced, senior teacher who was promoted for good service to education. 
Today’s school principal must be a qualified leader who understands education development and 
has solid management skills to lead a school. Selection of new secondary school principals is often 
based on procedures more typical of the private sector, with interviews and psychological tests to 
confirm the suitability of the candidate (Alava, Halttunen & Risku, 2012). Therefore, the need to 
ensure education for all which resulted in growing support for  commercialization of education 
sector as an instrument to increase the current provision of the twenty first century. More so, under 
the growing pressure to meet the education for all goals, ministry of education in Nigeria has 
adopted the policy in line with privatization, commercialization and derugulation of education. 
Supporting this statement, Saidu (2011) stated that  Nigeria commercialization and privatization 
Decree No.25 of 1988, is the reorganization of enterprises wholly and partly owned by the 
government in which such commercialzed enterprises shall operate as profit-making ventures and 
without subvention from government’. The commercialization of education in Kaduna State is 
seen as transformation of public goods and services into products that are privately owned by 
individuals or corporations and sold for profit. This has emerged the concept of education 
operating as an entrepreneurial industry in which institutions and other providers are competing 
for financial gains. Hence education is increasingly being treated by providers and consumers as a 
commercial product that can be bought and sold like any other commodity. The logic of this new 
perspective has placed more of the burden for financing education on it users.  



231 
 

For better understanding in exploring the private secondary school in teaching  and learning 
environment, commercialized schools (private schools) influence commercial behaviors in their 
schools. In this case, commercialized schools refered to everyday effort within individual private 
schools which utilize contemporay managerial concepts and innovations to operate like business 
enterprise and customize various educational programs to serve different needs of their customers. 
The private schools also focused on how academic program compete in the market (among other 
private schools), by promoting their programs like other strategies that help advertise and deliver 
educational program. In line with this, some private schools adopted corporate patterns of culture 
and practices into the traditional public schools by using various market- oriented activities which 
was the benefit in commercializing education sector in Nigeria by increasing private revenue that 
balance education sector.  

Commercialized private schools are being applauded for taking up commercail  behaviors, 
many are questioning the standard of education in Nigeria whether increasing private schools 
involvement in the commercialization process will lead to a decline in traditional academic value 
of education. A lot believed that the increase of private schools will caused education sector to 
lose their spirit and essence, and devastate the traditional standard of education. Many people have 
indeed given serious thought to the standards issue of education on the areas like enrolment ratio 
in line with students teacher ratio, the qualification of teachers in private secondary schools, 
infrastructural facilities, the academic performance of students in private secondary schools 
compared to those in public school and the instructional material used in private secondary schools 
as a standard of education.  

In all the different types of standards enumerated, it is realised that information have to be 
collected to make useful and meaningful decision about the status-quo of the quality of education 
which is an extension of educational standards. These concern in turn, have implication for the 
content, quality and availabilty of infrastructure in teaching material and facilities, availabilty of 
teaching staff, manpower development, staff qualification, students enrolment ratio with teaching 
staff available and supporting staff  in secondary schools in Kaduna State, Nigeria.  

Reduction in subvensions to schools, have made them to find their own funding and resource. 
This situation led  private schools today in such away that even grades are compromised for money, 
admission and forgery of results and lack of good evironment which has resulted in the change of 
society’s perception about the need,value and standards of education. This is why secondary 
schools   are continuously breeding half-baked WACE and NECO holders into higher institutions 
who can not translate what they learned into practice in the real world. 

Management of educational sector have come to stay in Nigeria, but the questions on factors 
challenging the prospect of the standard of education in Private Schools, the quality control of their 
staff qualification, infrastrature, enrolment ratio and the students academmic performance at large. 
Based on all the variables highlighted, this study investigate comparative analysis on the 
management of public and private secondary schools in Kaduna state, Nigeria. 
1.2 Statement of the Problem 

The educational sector in Nigeria is under continious criticism due to perceived falling standard 
of education. One major factor that has been attributed to  be fundational basis, is the 
commercialized private secondary schools in Kaduna State, Nigeria. Scholars have continue to 
argue on the extent  to which commercialization has contributed to falling educational standard. 
They have tied employment of  teachers, as a result of profit maximisation which has consequently 
been attributed to precipitated the downward trend of education standard compared to public 
secondary schools. 
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One factor that has been ascribed to have fuelled by commercialization of schools is in 
adequate infrastructural facilities in public schools associated with acquisition and development 
of facilities and teachers. It is still argued that in public secondary school there may in adequate 
building, funitures such as chair and desk for the students. Consequently, the contribution of 
commercialization of education is the provision of adequate materials, that may also ultimately 
tied to finacial requirement for acquisation and maintainance. The provision of the instructural 
material and its userbililty has been traced with a gap between the way public secondary schools 
is suplied with instructural material compared to its counterpart in private secondary schools.   

Management skills imposed on untrained principals, as principals operating environments, 
schools have changed significantly over the last two decades. Gone is the school that the principal 
administered, ensuring implementation of standards and reporting on implementation. Today, a 
school as a principal’s operating environment is  a profit centre run by the principal as the manager 
of strategy, finances, administration, human resources, pedagogy, performance as well as a diverse 
service centre. Therefore selection of a wrong principal as a manager is a failure in school 
management both in private and public secondary schools in Nigeria.  

Another issue of discussion is the way the private secondary schools devised to boost students 
academic performance through external examination bodies that commercially inclined. Centres 
which in local parlance is known as “miracle centres” have been devised to fraudulently boost 
performance of the students. Thus, parents have choose to take their ward or children to such 
schools because of the miracle inrespective of the cost, provided that their children will pass the 
examination. Another measure is the low teaacher-students ratio, which resulted from inadequate 
or sufficient teachers in private secondary schools which has been acknowledged by scholars and 
international agencies to be a major requirement for improved education standard. However, 
scholars have opioned that both the public and private secondary schools have this problem with 
teacher to hundered students in a classroom, mostly in public schools. But government have tried 
in providing instuctural materials to secondary schools in Kaduna state towards improve standard 
of education.  

Thus, discussing  the aforementioned issues among, following claims of potential 
shortcomings leveled against the management of education and the standard  in Kaduna State, 
Nigeria, which is the motivational factor that necessitated the investigation on comparative 
analysis on the management of public and private secondary schools in Kaduna state, Nigeria. as 
a scholarly contribution to knowledge and learning, become the problem which this study intends 
to address emperically. 
 
1.3 Objectives of the Study 
The mojor objective of this study was to determine the Comparative Analysis of Management of 
Public and Private Secondary Schools in Kaduna State, Nigeria. The specific objective are to: 

(1) determine whether any difference exists between the management of public and private 
secondary schools with regards to employment of teachers in Kaduna State, Nigeria.  

(2)  establish whether any difference exists between the management of public and private 
secondary schools with regards to provision of instructional materials in Kaduna State, 
Nigeria.  

(3) assess whether any difference exists between the management of public and private 
secondary schools with regards to school supervision in Kaduna State, Nigeria. 
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(4) findout whether any difference exists between the management of public and private 
secondary schools with regards to provision of infrastructural facilities in Kaduna State, 
Nigeria.  

(5) investigate whether any difference exists between management of public and private 
secondary schools with regards to students enrolment ratio in Kaduna State, Nigeria.   

1.4  Research Questions 
In line with the specific objectives answers were sought to the following research questions: 
(1)  What is the difference between management of public and private secondary schools with 

regards to employment of teachers in Kaduna State, Nigeria?  
(2)  What is the difference between management of public and private secondary schools with 

regards to provision of  instructional materials in kaduna State, Nigeria? 
(3) What is the difference between management of public and private secondary schools  with 

regards to school supervision in Kaduna State, Nigeria?  
(4) What is the difference between management of public and private secondary schools with 

regards to provision of infrastructural facilities in Kaduna State, Nigeria?  
(5) What is the difference between management of public and private secondary schools with 

regards to students enrolment ratio in Kaduna State, Nigeria?   
1.5  Research Hypotheses 

The following research hypotheses were tested in the study:  
(1) There is no significant difference between management of public and private secondary 

schools with regards to employment of teachers in Kaduna State, Nigeria;  
(2) There is no significant difference between management of public and private secondary 

schools with regards to provision of instructional  materials in Kaduna State, Nigeria;    
(3) There is no significant difference between management of public and private secondary 

schools with regards to school supervision in Kaduna State, Nigeria; 
(4) There is no significant difference between management of public and private secondary 

schools with regards to infrastructural facilities in Kaduna State, Nigeria;   
(5) There is no significant difference between management of public and private secondary 

schools with regards to students enrolment ratio in Kaduna State, Nigeria;     
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Figure 1 Conceptual Framework on Management of Schools in Nigeria 
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Independent Variable                                                                     Dependent Variable 
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COMPUTER LAB  
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THRICE AND ABOVE 
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1 – 45 PER CLASS 

1 - 50  PER CLASS 

1- 75  PER  CLASS 

1 – 100 PER CLASS 

MANAGEMENT  

Public & Private 

Secondary School 

Proprietors 

Principals 
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3.1  Research Design 
Descriptive survey research design was  used for the study. The most common descriptive 

research method is the survey (Thomas and Nelson, 2001). The method involves systematic 
collection of data from the entire population or sample through the use of checklist. 
3.2   Population of the Study 

The population of the study is one thousand five hundred and twenty eight  (1528) which 
consisted of  principals from all public and private secondary schools in Kaduna State. The 
population of the study is as represented in Table 3.3.1. 
3.3 Sample Size and Sampling Procedure 

 The sample size of the study was 307,  this is in line with Odukunle (2005) who 
recommended that if the population of a study is less than 2500 for descriptive study a 20% is 
enough to establish the existence or non existance of a relationship.  

In order to get the required sample size, six local Governments were randomly selected 
two from each senatorial zone. One hundred and seventy four (174) public secondry   school   
principals and one hundred thirty three (133) private secondry schools principals were purposively 
selected based on the number of principals. All 307 principals were used for the study. 
PRESENTATION AND ANALYSIS OF DATA   
Null Hypotheses One: There is no significant difference between management of public and 
private secondary schools with regards to employment of  teachers in Kaduna State, Nigeria; 
 
Table 1:    t-test Analysis of the Difference between Management of Public and Private 

Secondary Schools with regards to Employment of Teachers  
Variable X Std.  t-cal. t-crit.  Sig.  

Public Sch. 15.0 11.652  
 

 
5.941 

 
1.96 

 
.000 

 
  

Private Sch. 
 
4.82 

 
1.4343 

In the test of null hypothesis one as presented in Table 8 revealed that, t-calculated (5.941) 
was greater than t-critical (1.96) at 5% level of significance. This implies that, there is a significant 
difference between public and private secondary schools with regards to the employment of 
qualified teachers. The result suggested that, public secondary schools had more teachers than the 
private schools in the study area. Therefore, the null hypothesis which stated that, there is no 
significant difference between private and public secondary schools regarding employment of 
qualified teachers in Kaduna State was rejected. 
Null Hypotheses Two: There is no significant difference between management of public and 
private secondary schools with regards to provision of instructional  materials in Kaduna State. 
Table 2:    t-test Analysis of the Difference between Management of Public and Private 

Secondary Schools with regards to Provision of Instructional Facilities  
Variable X Std.  t-cal. t-crit. Sig.  

Public Sch. 41.6 21.185  
 

 
3.101 

 
1.96 

 
  .000 

 
  

 
Private Sch. 

 
12.7 9.2035 

Table 9 presented t-test analysis of the difference between private and public secondary 
schools regarding the provision of instructional facilities. The result revealed that, public 
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secondary schools had provided more instructional facilities for teaching and learning than private 
schools. This is because, the calculated t-value (3.101) was greater than the critical t-value (1.96) 
at 5% level of significance. This means that, there is significant difference in the provision of 
instructional facilities between public and private schools in the study area. Therefore, null 
hypothesis two which stated that, there is no significance difference between private and public 
secondary schools regarding the provision of instructional facilities in Kaduna State was rejected.
  
Null Hypotheses three: There is no significant difference between management of public and 
private secondary schools with regards to provision infrastructural facilities in Kaduna State, 
Nigeria;   
 
Table 3:  t-test Analysis of the Difference between Management of Public and    Private 

Secondary Schools with regards to Provision of Infrastructural Facilities  
Variable X   Std.      t-cal. t-crit. Sig.    
Public Sch. 2.2 .3603  

 
 

 
  5.701 

 
   1.96 

                                       
.000 

 
    

Private Sch. 
 
1.2 

 
.1033 

Table 10 presented difference between private and public secondary schools regarding 
provision of infrastructural facilities revealed that, t-calculated (5.701) was greater than t-critical 
(1.96) at 5% level of significance. This implies that, the difference between private and public 
secondary schools regarding the supervision of teachers was statistically significant. The null 
hypothesis which stated that, there is no significant difference between private and public 
secondary schools regarding the provision of infrastructural facilities in Kaduna State was rejected. 
Null Hypotheses Four: There is no significant difference between management of public and 
private secondary schools with regards to supervision of teachers in Kaduna State, Nigeria;  
Table 4:   t-test Analysis of the Difference between Management of Public and     Private 

Secondary Schools with regards to Supervision of Teachers  
Variable     X    Std.        t-cal. t-crit.      Sig.       
Public Sch. 1.5 

.9202 
 
 
 

 
  4.340 

 
  1.96 

 
    .000 

 
      

Private Sch. 2.7 
1.234 

 The t-test analysis used to test null hypothesis four as presented in Table 4 showed that, 
the difference between private and public secondary schools regarding the supervision of teachers 
was statistically significant. This is because, t-calculated (4.340) was greater than t-critical (1.96) 
at 5% level of significance. The mean score suggested that, private secondary schools supervised 
teachers more than public secondary schools do. Therefore, null hypothesis four which stated that, 
there is no significant difference between private and public secondary schools regarding 
supervision of teachers in Kaduna State was rejected. 
Null Hypotheses five: There is no significance between management of public and private 
secondary schools with regards to students enrolment ratio in Kaduna State, Nigeria;    
 
Table 5:     t-test Analysis of the Difference between Management of Public and Private 

Secondary Schools with regards to Enrollment Ratio 
Variable X Std.  t-cal t-crit. Sig.   
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Public Sch. 1.3 .71166  
 
 

 
2.890 

 
1.96 

 
 .000 

 
   

 
Private Sch. 

 
2.7 1.1534 

 
Table 5 presents t-test analysis of the difference between private and public secondary 

schools regarding students’ enrollment ratio. The result revealed that there is significant difference 
between public and private secondary schools regarding students’ enrolment ratio. This is because, 
the calculated t-value (2.890) was greater than the critical t-value (1.96) at 5% level of significance. 
The mean score showed that private schools maintained more standard of students teacher ratio. 
Therefore, null hypothesis one which stated that, there is no significance difference between 
private and public secondary schools regarding the students’ enrollment ratio in Kaduna State was 
rejected. 
4.4: Summary of Major Findings 
 The findings of this work which was carried out to determine the Comparative Analysis on 
the Management of Public and Private Secondary Schools in Kaduna State, were based on the 
results of descriptive statistics (mean and standard deviation) and t-test analysis. The major 
findings of this research work were summarized as follow;  

There are differences between management of public and private secondary schools with 
regards to the employment of teachers. Public schools were found to have more teachers than 
public secondary schools. The difference was also found to be statistically significant at 5% level 
of significance. (p=.000). 
Conclusion 
 

Based on the findings of this work, the following conclusions were made: Public secondary 
schools employed more teachers than private schools in Kaduna State. this means, public 
secondary schools make more employment year in year out to meet up with demand on the 
population of Kaduna State it mean that public secondary school in Kaduna State meet with the 
standard of education in public secondary schools.  
Recommendations 

Based on the findings and the conclusion of this research, the following recommendations 
were made; 

1. School authorities should employ more teachers with teaching qualifications such as NCE, 
B.ed, M.ed, to meet the standard of education. 

2. Proprietors of private secondary schools should provide sufficient instructional material 
such as textbook, visual Aid and computer soft ware, and also encourage teachers and 
students to make use of them.  
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Abstract 
 
Entrepreneurial education curriculum in Nigeria is designed purely as a course work based on 
theories, which is not aligned with specific disciplines and societal needs and the realities on 
ground; thus, entrepreneurial education has not been properly differentiated from conventional or 
traditional academic courses in terms of content, teaching methods and service delivery systems. 
In Nigeria, graduates are seldom prepared to become self-reliant and employers of labour after 
school. They are rather instructed on how to climb the corporate ladder instead of how to own the 
ladder; to learn petty skills instead of how to fit into various value chain in the line of their 
disciplines, how to excel in recruitment interviews instead of how to interview people for 
recruitment. As a result, Nigerian universities have continued to turnout graduates who cannot 
neither be self-reliant nor establish small-scale industries, but only high number of job seekers. 
Hence, this study evaluates the impact of Tertiary Entrepreneurship Education on Sustainable 
Development of Graduate Self-Reliance in Agro-Allied SMEs in Plateau State, Nigeria. The study 
adopted descriptive survey design, with a sample size of 208 respondents, while the posited 
hypotheses were analyzed using Logistic regression, which was employed to assess interaction 
effects and to understand the impact of the variables. The findings revealed that, there is no 
significant impact of present tertiary entrepreneurship education on adequate development of 
graduates for self-reliance; however, the findings also shows a significant impact of Agro-value 
chain development on graduate self-reliance and employment generation, while the last hypothesis 
indicates that, there is need to restructure the content and scope of entrepreneurship education 
offered in tertiary institutions for sustainable Graduate Self-Reliance. The study therefore 
recommends that entrepreneurial teachings should go beyond the traditional classroom teachings 
to involving undergraduates in more experiential training in their various disciplines. 
 
Keywords: Agro-Value Chain, Entrepreneurship, Education, Graduate Self-Reliance, Sustainable 
Development 
 
Introduction  
 
In recent time, entrepreneurship has been recognized as an important element in the dynamics of 
all economies and it is regarded as the driving force in economic growth and job creation. With 
the on-going plans to diversify the Nigerian economy away from a mono product one, Small 
business start-ups are being positioned to account for a greater proportion of economic activity in 
the country. Thus, over the last decade, entrepreneurship education at various levels has been a 
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subject of multidisciplinary research among scholars for the purposes of enriching the academic 
curriculum and stimulating minds towards entrepreneurial intentions, development and self-
sustenance among others. Entrepreneurship Education which has been described as the act of 
sensitizing, organizing, encouraging, motivating, conducting and educating learners in order to 
acquire enterprise competencies, work-related skills and aptitudes without compromising 
academic or intellectual standards (Jegede, Ojo-Ajibare & Aitokhuehi, 2013), has been an 
important research field among developed academics for a considerable length of time. The 
prolonged and heightened interest in the field of entrepreneurship is prompted by several factors: 
some being, as a means of revitalizing stagnated economies; stimulating developing economies 
and coping with unemployment problems by providing new job opportunities for graduates and 
the like (Tende & Nimfa, 2015). 
 
With the increasing change in world employment status, resulting in job insecurity, where 
permanence and longevity is no longer a significant feature in careers (Tende & Nimfa, 2015), 
tertiary institutions are burdened to play a more important role in developing an entrepreneurial 
society, through imbibing in their students at graduate and post-graduate level, the understanding 
of risks and rewards of business start-ups and avoidable causes of failures. In the face of this 
situation, Amadi (2014) assert that a goal oriented entrepreneurship curriculum would salvage the 
situation, by properly including the philosophy of self-reliance  such as creating a new cultural and 
productive environment that will promote pride in primitive work and self-discipline, encouraging 
people to take part actively and freely in discussions and decisions affecting their general welfare, 
promoting new sets of attitudes and culture for the attainment of future challenges (Arogundade, 
2011). Tertiary institutions according to Tende and Nimfa (2015) can also play a role in developing 
entrepreneurial traits in students and provide the necessary support for entrepreneurs as well 
providing legitimacy to their endeavours. As tertiary institutions’ and culture changes, it will 
become more important to understand students’ entrepreneurial aspirations in order to achieve an 
institutional “fit” between higher education offerings and the needs of graduates. 
 
In both developed and emerging economies of the world, the need to involve graduate 
entrepreneurs in the agricultural value chain is seen as being important to the development of 
sustainable small and medium scale enterprises (SMEs) in any economy, but more importantly job 
creation for self-sustenance. Agro-Allied SMEs are strategic to the realization of value chain 
objectives which includes, increase in volume of input supply (agricultural produce), design and 
production (Processing), marketing, distribution and support services (storage, wholesale, 
(including export) and retailing) and consumption (Olagunju, 2013), all geared towards the optimal 
use of agricultural resources for the creation of a stable food market, the achievement of greater 
level of productivity (Aremu, 2004), implementation of integrated agricultural development for 
sustainable increase in employment creation for self-sustenance. According to Ikwouria and Gate 
(2008), value chain is the sequence of activities required to make a product or provide a service. It 
is a linked set of value-creating activities all the way from sourcing of basic raw materials for 
components suppliers through to the ultimate end-use product or service delivered to the customer 
(Akenbor & Okoye, 2011). Value chains shape market access since it identifies key players and 
lead firms within the chain, which enables “clear understanding of the rules of the game” (Porter, 
1985). 
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In developing economies such as Nigeria, entrepreneurship education in tertiary institutions 
presently at its infancy is designed to stimulate economic growth, job creation, wealth 
redistribution and social adjustment among others. However, developing graduates to have the 
spirit and drive towards entrepreneurial self-reliance would entail preparing them beyond the 
regular classroom theories and petty vocational skills to practical industry exposure. The 
increasing rate of unemployment, particularly among the graduate youths has become a major 
problem and has reached an alarming state in Nigeria. Over the years, various strategies have been 
experimented with the view to stemming this challenge. The present experiment is the training of 
undergraduates in universities and other tertiary educational institutions in entrepreneurship. 
Amadi (2014) asserts that, this policy of the National Universities Commission was designed 
to encourage Nigerian universities provide entrepreneurship education for undergraduates so 
that they can be self-employable after graduation. The ultimate aim is to produce a large number 
of graduates who will be self-employed after graduation – turning them into job creators rather 
than job seekers.  
 
Statement of Problem 
The consequences of unemployment in Nigeria are very severe and threatening to the citizenry 
and the economy as a whole. The accelerated level  of crimes in form of kidnapping, cyber fraud, 
armed robbery, vandalism, militancy and all facets of violence in the society are attributable to the 
lack of job and skill to be self-employed (Nwangwu, 2002). The problem is aggravated by the fact 
that a large number of job seekers lack practical skills to be self-employed. That is why rather than 
providing job for others, these people keep depending on the government and other non-vibrant 
private sectors for job offers (Bello, 2003). Regrettably, Nigeria educational system fails to take 
cognizance of the dynamics of labour market and as such produced a large army of graduates who 
are confronted with unemployment and lack of skills for self-reliance (Nwangwu, 2006). 
 
In spite of the fact that Nigeria has been a mono-economy nation since the discovery of oil, 
agriculture continues to be a fundamental instrument for sustainable development and poverty 
reduction’ (World Bank, 2008); yet, ‘participatory constraints in agriculture remain pervasive, 
costly and inequitably distributed, severely limiting graduates’ ability to participate.  
 
The promotion of graduates’ self- employment and job-creation through entrepreneurship 
education in Nigeria is faced with some critical challenges; despite the various efforts of 
government in this direction, and a large pool of graduates who have gone through the 
programmes, Nigeria is yet to witness the envisaged entrepreneurial revolution. A rather large 
number of those graduates with entrepreneurship training still search for jobs and are mostly 
jobless or doing odd jobs.  
 
Presently, entrepreneurial education curriculum in Nigeria is designed purely as a course work 
based on theories, which is not aligned with specific disciplines and societal needs and the realities 
on ground; thus, entrepreneurial education has not been properly differentiated from conventional 
or traditional academic courses in terms of content, teaching methods and service delivery systems.  
 
In Nigeria, graduates are seldom prepared to become self-reliant and employers of labour after 
school. They are rather instructed on how to climb the corporate ladder instead of how to own the 
ladder; to learn petty skills instead of how to fit into various value chain in the line of their 
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disciplines, how to excel in recruitment interviews instead of how to interview people for 
recruitment. As a result, Nigerian universities have continued to turnout graduates who cannot 
neither be self-reliant nor establish small-scale industries, but only high number of job seekers. 
 
Olofin, (2013,p.38) asserts that there is need for the review of entrepreneurial courses offered by 
universities in the country, as they have failed in equipping Nigerian graduates with the requisite 
skills to be job creators. Thus, since the composite aim of the Nigerian government is to diversify 
the economy, through creative and innovative graduates that can generate employment, enhance 
national economy and consequently stem the terrific tide of mass unemployment with its attendant 
challenges of poverty, youth restiveness and crime, it is therefore imperative to evaluate the impact 
of Tertiary Entrepreneurship Education on Sustainable Development of Graduate Self-Reliance in 
Agro-Allied SMEs. 
 
Objectives of the Study 
The main objective of this study is to evaluate the impact of Tertiary Entrepreneurship Education 
on Sustainable Development of Graduate Self-Reliance in Agro-Allied SMEs in Nigeria. 
 
The specific objectives of the study include: 

i. To determine the impact of tertiary entrepreneurship education on adequate development 
of graduates towards self-reliance 

ii. To determine how Agro-value chain system development will impact on graduate self-
reliance and employment generation  

iii. To determine if there is need to restructure the content and scope of entrepreneurship 
education offered in tertiary institutions for sustainable Graduate Self-Reliance 

 
Research Questions 
Based on the above objectives, the following research questions are stated for this study; 
 

i. What is the impact of tertiary entrepreneurship education on adequate development of 
graduates towards self-reliance? 

ii. How will Agro-value chain system development impact on graduate self-reliance and 
employment generation?  

iii. To what extent is there need to restructure the content and scope of entrepreneurship 
education offered in tertiary institutions for sustainable Graduate Self-Reliance? 

 
Statement of Hypotheses 
The research hypotheses for this paper are stated as follows; 
 

H01: There is no significant impact of tertiary entrepreneurship education on adequate 
development of graduates towards self-reliance 

 
H02: Agro-value chain system development has no impact on graduate self-reliance and 

employment generation 
 
H03: There is no need to restructure the content and scope of entrepreneurship education offered 

in tertiary institutions for sustainable Graduate Self-Reliance 
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Literature Review 
The concept of entrepreneurship is viewed by different authorities through different professionals 
or interest perspectives. According to Elikwu & Igbokwe (2015), it involves the process of 
identifying opportunities, risk taking, being creative, innovative and adding value to existing 
products and services, mobilizing resources for the purpose of establishing or growing an 
enterprise; or bringing something new to a market that does not exist before. Even if the market 
already exists, there is no guarantee that the new product will survive the introduction stage of the 
product life cycle, taking into consideration the teething competition (Olorundare & Kayode, 
2014). Some researchers are of the view that entrepreneurship is a service rendered by anyone who 
starts a new business (Ogundele, Sofoluwe & Kayode, 2012). According to Omolayo (2006) as 
cited in Arogundade (2011), it is the act of starting a company, arranging business deals and taking 
risks in order to make a profit through the skills acquired through education; while Akanwa and 
Agu (2005) asserts that, it is anyone who creates a business, establishes it and nurses it towards 
growth and profitability, or takes over an existing business and continues to build and innovate it, 
or who runs a franchise, qualifies as an entrepreneur.  
 
For the purpose of this study, entrepreneurship is described as the process whereby an individual 
or group of individuals use organized efforts to pursue opportunities to create value and grow by 
fulfilling wants and needs through innovation and uniqueness, no matter what resources is 
available, (Coulter 2006). In concurring to this Agbiaonu (2008) notes that entrepreneurship 
involves a process aimed at creating wealth for the purpose of growth and development of the 
environment and in order to achieve this, it must delve into the realm of bringing abstraction into 
reality. This process must involve some elements of originality, creativity and innovation. All these 
may not be fully achieved in the undergraduate students without adequate teaching and learning 
in this direction. 
 
Tertiary and Entrepreneurship Education 
Tertiary education according to Okey, Ayang and Ndum, (2013) is viewed as a good investment 
for national development, based on the expectation that the educational system will produce 
quality and quantity of human capital required for economic growth using the right mix of inputs 
(Durosaro, 2000). The goals of Nigerian tertiary education include to: Contribute to national 
development through high level relevant manpower training; Develop and inculcate proper values 
for the survival of the individual and society; Develop the intellectual capability of individuals to 
understand and appreciate their local and external environments; and Acquire both physical and 
intellectual skills which will enable individuals to be self-reliant and useful member of the society 
(Okey, Ayang & Ndum, 2013). 
 
Based on the above goals, the introduction of entrepreneurship education by the National 
Universities Commission into Universities curriculum was designed to challenge and equip 
undergraduates with some entrepreneurial skills which could form a foundation for self-
employment after graduation. Thus, entrepreneurship education is made of all experiences that 
give students the ability and vision of how to access and transform opportunities of different kinds, 
which goes beyond mere business creation (Enu, 2012). It is about increasing student’s ability to 
participate and respond to societal changes. Entrepreneurship education which has recently gained 
wide popularity means different things to different educators. Kourilsky, (1995) defines 
entrepreneurship education as opportunity, recognition, marshalling of resources in the presence 
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of risk and building a business venture. Bechard and Toulouse, (1998) defines it as a collection of 
formalized teachings that informs, trains, and educates anyone interested in business creation or 
small business development.  
 
The concept of Entrepreneurship Education is defined by Emeraton (2008) as that which deals 
with those attitudes and skills that are necessary for the individual to respond to his environment 
in the process of conserving, starting and managing a business enterprise. On his own part, Onu 
(2008) maintained that it is the type of education geared towards producing a self-employed or 
self-reliant person. Hisrich & Peters (2002) simply captured the term as the dynamic process of 
creating incremental wealth. They went further to explain that entrepreneurship is the personalized 
version of actualizing one’s desire, ambition, and expression. Okiti (2009) further describes 
entrepreneurship education as the gateway to job opportunities and job creation which would 
constantly enhance self-reliance and self-employment among university graduates. From these 
definitions, one can infer that it is a type of education which will assist students to think creatively 
in order to acquire knowledge, develop desirable attitude and skills for self-reliant. This in turn 
will help them to contribute meaningfully to the political and socio-economic development of their 
society. 
 
Today, most universities in Nigeria have incorporated entrepreneurial studies into their school 
programme. In institutions such as Nasarawa State University, keffi, Michael Okpara University 
of Agriculture, Umudike and some others, it is a full time degree programme and also adopted as 
university wide course made compulsory for all 2nd and 3rd year undergraduate students in all 
departments and faculties of these universities.  
 
Entrepreneurial Self-Reliance and Agricultural Value Chain 
The concept of self-reliance hinges on collective and individual feelings or the urge for self-
preservation through the indebt use of available human and material resources to meet individual 
and group needs (Ogundowole in Nwangwu, 2006). An individual is said to be self-reliant when 
her/she can depend less on other people and his family in the management of her human and 
material resources. The citizens will be self-reliant when they have possible cause to access and 
utilize the essentials of life which includes good food, clothing, shelters, medication, 
transportations, and functional education (Ofoye & Sarah, 2010). Vocational preferences, include 
business executive, buyer hotel manager, industrial relations consultant, manufacturers, 
representative, master of ceremonies, political campaign manager, real estate salesman, restaurant 
workers, speculator, sports promoter, stock and bond salesman, television producer, travelling 
salesman and entrepreneurs that are self-reliant (Okorie, 2000). 
 
Value chain according to Hawkes and Ruel (2011) is a form of supply chain where value is added 
to the product through value-adding activities as the product passes through the chain. These 
activities create value for the value-chain actors. A value chain can thus be described by what and 
where value is added in the supply chain for and by these activities and actors. The value involved 
may be the product in economic terms, to the value added to the product as it passes through the 
chain, or to the economic value that is created and captured by the actors in the chain or to all of 
these forms of value (Mbise, 2015). Adding value may also refer to enhancing the benefit offered 
by the product relative to its price, as perceived by consumers (Hawkes & Ruel, 2011).  According 
to Porter (1985), value chains can be categorized into two namely: Primary activities which involve 



246 
 

inbound logistics, operations, and outbound logistics, marketing, sales and service; and secondary 
activities, which include such activities as procurement, human resource management, 
technological development, and infrastructure (Gurria, 2012; Porter, 1985; Kaplinsky & Morris, 
2001). 
 
Although there is no universally accepted definition of the term agricultural value chain, however, 
it normally refers to the whole range of goods and services necessary for an agricultural product 
to move from the farm to the final customer or consumer. In reality, Haggblade, Theriault, Staatz, 
Dembele and Diallo (2012) averred that, value chains tend to be more complex, to involve 
numerous interlinked activities and industries with multiple types of firms operating in different 
regions of one country or in different countries around the globe. For instance, agro-food value 
chains encompass activities that take place at the farm as well as in rural settlements and urban 
areas. They require input supplies (seeds, fertilizers, pesticides, etc.), agricultural machinery, 
irrigation equipment and manufacturing facilities, and continue with handling, storage, processing, 
and packaging and distribution activities. Other elements, such as power generation and logistics, 
among others (Henriksen, Riisgaard, Ponte, Hartwich & Kormawa, 2004), which form the chain 
environment, are also important factors affecting the performance of value chains.  
 
At the heart of the agricultural value chain concept is the idea of actors connected along a chain 
producing and delivering goods to consumers through a sequence of activities (Henriksen, et al. 
2004). However, this “vertical” chain cannot function in isolation and an important aspect of the 
value chain approach is that it also considers “horizontal” impacts on the chain, such as input and 
finance provision, extension support and the general enabling environment (Sharma, et al., 2010; 
Olagunju, 2013). 

 
Importance of Entrepreneurship Education  
The “aims of various governments to combat poverty through the establishment and creation of 
poverty reduction programmes according to the United Nations Educational Scientific and Cultural 
Organization (UNESCO, 2005) failed, because graduates of the education system lacked practical 
skills”. Thus, fostering a robust entrepreneurial culture and education through a robust and 
purposefully structured entrepreneurship education programme will maximize graduate capacity, 
collective economic and social success on development of Agro-Allied businesses and its value 
chain at a local, national and global scale.  
 
Teaching entrepreneurship education according to Emeruwa (2005) facilitates initiating of 
specialized learning activities that creates a class of graduates with the right experiences and 
insights to discover and create entrepreneurial opportunities and also gain the expertise to 
successfully start and manage their own businesses to take advantage of existing opportunities. 
Alabi, Alanana and Bahal (2014) assert that, Entrepreneurship education among graduates will lay 
solid foundation for the emergence of a generation of innovators willing to apply necessary capital 
into the production process for new products, open and expand new markets, explore new sources 
of materials and ensure the organization of new industries. Through this process, there would be 
an emergence of small unit of businesses that would burgeon into bigger industrial or business 
concerns with the application of the right managerial skills.  
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Building a sustainable entrepreneurship culture in the Nigerian educational system will in the long 
run instil entrepreneurial spirit in our undergraduates, which would amount to laying a solid 
underpinning for reducing high rate of unemployment and associated social vices, enhancing a 
private-sector driven economy, increasing productivity and enlarging the market-base of the 
economy (Alabi, Alanana & Bahal, 2014). This sustained entrepreneurship culture will produce 
jobs and wealth creating graduates, hence plays a vital role in helping individuals increase per 
capital income and improve the standard of living and economic development of any nation 
(Olorunmolu, 2008).  
 
Through entrepreneurship education, utilization of local resources and advancement of local 
technologies are made possible. The graduates of this specialized education set up their 
small/medium scale business, providing raw materials to the big firms help them to increase their 
production hence employ more personnel thereby creating jobs for unemployed youth in the 
country (Olorunmolu, 2008). Through quality entrepreneurship education, Nigeria could produce 
a lot of entrepreneurs who could establish and manage businesses on their own. Based on the above 
merits, it is no doubt that entrepreneurship education could be used as major weapon in reducing 
the worrisome, untamed and ever rising problem of unemployment and poverty in Nigeria. 
 
Theoretical Framework 
Human Capital Entrepreneurship Theory 
The need to improve theory of entrepreneurship was propounded by Inkeles and Smith in 1975 
and they identified disposition to accept new ideas and try new method, a time sense that makes a 
person more interested in the present and future than in the past as attitudes which directly or 
indirectly affect entrepreneurship development as the fundamental features of theory. This is apt 
to this current study, since Nigeria is at cross road of trying other means and methods to reduce 
unemployment, reduction of extreme poverty and checking youth restiveness. This will help 
Nigerian students in the continual searching of the environment on how to move forward. Going 
back to traditional setting, each Nigerian community have different ways of teaching 
entrepreneurship in an informal way (Jacob & Ariya, 2015). For instance, a successful business 
man picks up a nephew or a young cousin and puts him under internship for some years in his own 
line of business until he is able to freelance on his own with seed (Mbaegbu, 2008). Also, many 
young people take farming, fishing, mat netting, tie and dye among others as a profession through 
apprenticeship. 
 
Underlying the human capital entrepreneurship theory are two factors, education and experience. 
The knowledge gained from education and experience represents a resource that is 
heterogeneously distributed across individuals and in effect central to understanding differences 
in opportunity identification and exploitation (Anderson & Miller, 2003; Shane & Venkataraman, 
2000). Empirical studies show that human capital factors are positively related to becoming a 
nascent entrepreneur (Kim, Aldrich & Keister, 2003) increase opportunity recognition and even 
entrepreneurial success (Anderson & Miller, 2003, Davidson & Honing, 2003). 
Empirical Review 
In a study carried out by Alabi, Alanana and Bahal (2014), on the importance of entrepreneurship 
education as tool for reducing the alarming trend of graduates’ unemployment in the country. The 
methodology of research adopted is content analysis. The paper concludes by suggesting ways of 
boosting job and wealth creation through entrepreneurship education in Nigeria among which 



248 
 

include: Nigeria need to reposition her graduates and young people in general into aggressive 
motivated and enterprising individuals in a way that will bring drastic reduction of unemployment 
and job creation. 
 
In another study by Adebayo (2013), carried out as a result of the gap that existed between the 
Curriculum of the first University (Joseph Ayo Babalola University) that started running the 
entrepreneurship degree programme from the academic session 2006/2007 on a 5 years basis for 
the degree of BSc. Entrepreneurship with a one year of industrial training inclusive and the NUC 
in 2011 came up with a 4 year BSc. programme for the degree of entrepreneurship, while the period 
of industrial training with other visits to Government assisted entrepreneurship programmes as 
part of curriculum for Joseph Ayo Babalola University entrepreneurship curriculum was 
dropped.to give way to 4-year entrepreneurship programme and the period for the skill and 
practical training was also cancelled.  
 
The study was undertaking to determine whether the entrepreneurship skills acquisition 
programme should be included with the current curriculum of the university undergraduates. 
Simple statistical tools employed were percentage ratios based on the raw data generated through 
the instrument of questionnaire. Analyses of the findings were carried out by employing tables, 
pie charts etc. to interpret the results of data collected from the respondents. Discussion of the 
study involved, demographic response of the respondents, respondents response to questions were 
translated into data frequencies percentages. The findings revealed that, on the role of 
entrepreneurship policies for employment generation. The paper argued that an effective 
entrepreneurship policy for a common entrepreneurship curriculum with practical training for the 
Nigerian University undergraduates is the answer or panacea that could break the element of the 
vicious circle of unemployment among the youth. For it could generate new jobs and create 
purchasing power and new economic prosperities. 
 
In another study by Jacob and Ariya (2015) on teaching of entrepreneurship education in tertiary 
institutions and the disposition of Social Studies students towards self-reliance in Plateau State. 
Data for analysis were drawn from 193 final year tertiary Social Studies students. Using the 
descriptive statistics of frequency count for research questions and chi-square test for the 
hypotheses formulated, the analysis reveals that practical demonstrations are abysmally used in 
the process of teaching the course. Equally, the linkage between industries and entrepreneur 
education is also very low. Besides, more than 75% of the students claimed that the training has 
not prepared them for self-reliant after graduation. Invariably, 53% of the potential graduates in 
the University and 79.3% of the College students preferred government job, while 47% of the 
University students and 20.7% of the College students preferred to be self-employed. In the light 
of this, the study strongly recommend among others that a well-funded model entrepreneurship 
centre should be established in all tertiary institutions in Nigeria, where practical exposure and 
functional skill acquisition will be well emphasised. 
 
Amadi (2014) in a study on issue of entrepreneurship in higher education in Nigeria: an imperative 
for sustainable development, adopted the descriptive design, while the population included all 
students in University of Lagos, University of Ibadan, University of Abuja, University of Uyo and 
University of Nigeria, Nsukka. A sample of 40 students each was randomly selected from each of 
the above universities, making a total number of 200 respondents. Four research questions were 
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raised; mean was used to analyze the data. The findings of the study are: entrepreneurship 
education will provide life and an occupational skill, enhance the potential of individual, and 
reinforces self-sufficiency and improves quality of life. It was recommended that government 
should ensure that educational programmes at all levels of education are relevant and functional 
to the graduates’ youth that needed entrepreneurship skills. 
 
Umunadi (2014) in a study on Entrepreneurial, Technical and Vocational Skills Required for Self-
Reliance and Job Creation in Nigeria, focusing on the relevance and appropriateness of the 
entrepreneurial, technical and vocational education curricula for preparing individual for the world 
of work, the reluctance of educational institutions in revising their curricula, sticking to traditional 
and theoretical teaching, while using out-dated materials. The study pointed out inadequate 
infrastructure, issues of technology, teaching students theoretically and government interference 
as challenges that are hindrances to the promotion of skills required for self-reliance and job 
creation. It also addressed strategies for self-reliance required for skills acquisition with some 
recommendations suggested that a combined curricula committee should be setup to x-ray the 
issues of skills among others. 
 
In an empirical analysis by Tende and Nimfa (2014), which examined the relationship that exists 
between entrepreneurial education and business startups among university graduates (98 sampled 
graduates of Nasarawa state and Bingham university) using probit logistic regression method of 
analysis. Findings from the study showed that even though graduates entrepreneurial knowledge 
does not have a significant relationship with personality traits, graduates entrepreneurial attitude 
has had a significant influence on self-employments. The results were found to be consistent with 
empirical literatures that were examined. Suggestive from the analysis therefore is that Nigerian 
government should create adequate awareness for graduates/students toward entrepreneurial 
career aspirations and learn to depend less on white collar jobs. This will encourage graduates 
personality trait towards business start-up and further motivate graduates entrepreneurial attitude 
towards self-employments. 
 
Methodology 
The study adopted descriptive survey design, aimed at investigating the conditions and 
relationships that exist, practices that prevail, beliefs, point of view or attitudes that are held, 
processes that are going on, influences that are being felt and trends that are developing. It is an 
organized attempt to analyse, interpret, and report the present status of group or area. The 
population of this study comprised 432 graduates of various tertiary institutions at the National 
Youth Service Corps (NYSC) orientation camp in Jos, Plateau State. The sample size of two 
hundred and eight (208) was determined using the Taro Yamane (1973) sample estimation 
technique.  
 
The stratified and purposive random sampling methods were used in selecting the sample of 
respondents being graduates who had taken entrepreneurship courses in their various tertiary 
institutions accredited by the National Universities Commission (NUC). The categories of tertiary 
institutions’ graduates were also carefully chosen because they are faced with professional career 
choice and belong to the highest entrepreneurial inclination segment of the population.  
 
The table below provides information on the breakdown of the sample size. 
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Table 1: Breakdown of the Sample Size 

S/N Name of Tertiary Institutions  Graduates Sample Size Percentage  

1 University Graduates 148      71% 
2 Polytechnic Graduates  60 29% 

 Total  208 100% 
Source: Field Survey, 2016 
 
Questionnaire for Tertiary Entrepreneurship Education and Development of Graduate Self-
Reliance in Agro-Allied SMES (QTEEDGSR) was used to collect data for the study. The 
QTEEDGSR sought information on the demography of respondents and information relevant for 
answering the three research questions posed in the study. Copies of the structured questionnaire 
were administered to the respondents by the researcher with the help of platoon leaders at the 
NYSC Camp. 
 
The reliability of the instrument was determined through test-retest method. The QEESR was 
administered on 25 students drawn from University of Jos, while an interval of two weeks was 
allowed between the first and second administration and data obtained were correlated using 
Pearson Product Moment Correlation Coefficient. A value of 0.76 was obtained which is an 
indication of sufficient reliability. Out of the 250 copies of questionnaire distributed, 208 were 
returned, representing 83% return rate. The data sets extracted from the administered questionnaire 
were subjected to statistical analysis. The data was analyzed using frequency count; all three 
hypotheses were analyzed using Logistic regression, employed to assess interaction effects and to 
understand the impact of the variables.  
 
Model Specification  

Model for Hypothesis One: 
Where: 
L is called the logit. 
Pi, the probability of positive response, the merger of strongly agree and agree given as 1, for 
Graduate Development for Self-Reliance 
(1 - Pi), the probabilities of negative response, the merger of strongly disagrees and disagree given 
as 0, No Graduate Development for Self-Reliance 
Y= Graduate Development for Self-Reliance (GDSR) 
Ln = log 
X2i= Entrepreneurship Education 
β 1= Intercept of the model 
β 2= Coefficient of  Entrepreneurship Education 
 
 
Model for Hypothesis Two: 
Where: 
L is called the logit. 
Pi, the probability of positive response, the merger of strongly agree and agree given as 1, for 
Graduate Self-Reliance and Employment Generation 



251 
 

(1 - Pi), the probabilities of negative response, the merger of strongly disagrees and disagree given 
as 0, No Graduate Self-Reliance and Employment Generation 
Y= Graduate Self-Reliance and Employment Generation (GSREG) 
Ln = log 
X2i= Agro-Value Chain Development 
β 1= Intercept of the model 
β 2= Coefficient of Agro-Value Chain Development 
 
Model for Hypothesis Three: 
Where: 
L is called the logit. 
Pi, the probability of positive response, the merger of strongly agree and agree given as 1, for 
Graduate Self-Reliance  
(1 - Pi), the probabilities of negative response, the merger of strongly disagrees and disagree given 
as 0, No Graduate Self-Reliance 
Y= Graduate Self-Reliance 
Ln = log 
X2i= Restructured Entrepreneurship Education 
β 1= Intercept of the model 
β 2= Coefficient of Restructured Entrepreneurship Education 
 
The use of logistic regression (LR) is to find the best fitting models which describe the association 
between the outcome variable and a set of explanatory variables. Logistic regression generates the 
coefficients of a formula to predict a logit transformation of the probability of presence of the 
characteristic of interest. The choice of logistic regression in this study is in line with previous 
studies which also used the same tool to measure the association between entrepreneurship 
education and business start-up among tertiary institutions’ graduates. Such studies include Tende 
and Nimfa, (2015), Owusu-Ansah (2004) and Albert (2014).    
Results and Discussion of Findings 
Table 2: Age Distribution of the Respondents 
Variables  Frequency Percent Valid Percent Cumulative 

Percent 

Valid 

19-22 42 20.2 20.2 20.2 
23-26 95 45.7 45.7 65.9 
27 yrs above 71 34.2 34.1 100.0 
Total 208 99.5 100.0  

     
Source: Field Survey, 2016 
 

The analysis of age distribution of respondents shows that, 42 (20.2%) of the respondents are 
between the ages of 19-22; 95 (45.7%) of the respondents are between the 23-26 years. While, 71 
(34.1%) are 27 years and above. This implies that the majority of the respondents (graduates) are 
old enough to respondent reasonably. 
 

Table 3: The Knowledge from Entrepreneurship Education has adequately developed your 
capacity for Self-Reliance 
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Variables  Frequency Percent Valid Percent Cumulative 
Percent 

Valid 

Strongly Disagree 46 22.1 22.1 22.1 
Disagree 63 30.3 30.3 52.4 
Undecided 18 8.7 8.7 61.1 
Agree 45 21.6 21.6 82.7 
Strongly Agree 36 17.3 17.3 100.0 

                Total 208 100.0   
Source: Field Survey, 2016 
 

The analysis of table 3 sought to determine if the Knowledge from Entrepreneurship Education 
has adequately developed graduate capacity for Self-Reliance. The analysis revealed that 45 
representing 21.6% agree and 36 respondents representing 17.3% strongly agree with the statement 
that, Knowledge from Entrepreneurship Education has adequately developed graduate capacity for 
Self-Reliance. However, the result also shows that 46 respondents representing 22.1% strongly 
disagree, 63 respondents representing 30.3% disagree, while 18 respondents representing 8.7% are 
undecided respectively. This shows that, 109 respondents representing a total of 52.4% assert that 
Knowledge from Entrepreneurship Education has not adequately developed graduate capacity for 
Self-Reliance. 
 
Table 4: Development of Agro-Value Chain will help Graduates achieve Self-Reliance and 
Employment Generation 
Variables  Frequency Percent Valid Percent Cumulative 

Percent 

Valid 

Strongly 
Disagree 

11 5.3 5.3 5.3 

Disagree 14 6.7 6.7 12.0 
Undecided 6 2.9 2.9 14.9 
Agree 85 40.9 40.9 55.8 
Strongly Agree 92  44.2 44.2 100.0 

               Total 208 100.0   
Source: Field Survey, 2016 
Table 4 sought to determine whether development of Agro-Value Chains will help graduates 
achieve Self-Reliance and Employment Generation. The analysis revealed that 14 representing 
6.7% disagree and another 11 respondents representing 5.3% strongly disagree with the statement. 
However, 92 respondents representing 44.2% agree, 85 respondents representing 40.9% strongly 
agree, while 6 respondents representing 2.9% are undecided respectively. This shows that, 
majority of the respondents agree and strongly agree that development of Agro-Value Chains will 
help graduates achieve Self-Reliance and Employment Generation. 
 
Table 5: There is need to restructure the content and scope of entrepreneurship education 
offered in tertiary institutions for sustainable Graduate Self-Reliance 
Variables  Frequency Percent Valid Percent Cumulative 

Percent 

Valid 
Strongly 
Disagree 

8 3.8 3.8 3.8 
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Disagree 17 8.2 8.2 12.0 

Undecided 12 5.8 5.8 17.8 

Agree 73 35.1 35.1 52.9 

Strongly Agree 98 47.1 47.1 100.0 

Total 208 100.0   
Source: Field Survey, 2016 
 

Table 5 seeks to determine if there is need to restructure the content and scope of entrepreneurship 
education offered in tertiary institutions for sustainable graduate self-reliance. The analysis 
revealed that 98 of the respondents representing 47.1% agree and 73 respondents representing 
35.1% strongly agree with the statement. The analysis also shows that 17 respondents representing 
8.2% disagree, 8 respondents representing 3.8% strongly disagree, while 12 respondents 
representing 5.8% remained undecided. This shows that, majority of the respondents agree and 
strongly agree that there is need to restructure the content and scope of entrepreneurship education 
offered in tertiary institutions for sustainable graduate self-reliance. 
 
Test of Hypothesis One 
H01: There is no significant impact of tertiary entrepreneurship education on adequate 

development of graduates towards self-reliance 
 
Estimated Result 
Table 4.6: Dependent Variable Encoding 

Original Value Internal Value 
No Graduate Development for Self-Reliance  0 
Graduate Development for Self-Reliance  1 

 
Table 4.6 shows the value of the binary dependent variable. The responses No Graduate 
Development for Self-Reliance is labelled 0, Graduate Development for Self-Reliance is assigned 
1. 
 
Table 4.7: Model Summary 

Step -2 Log likelihood Cox & Snell R Square Nagelkerke R Square 
1 250.652a .007 .009 

 
Table 4.7 reveals the Cox and Snell R2 and Negelkerke which are used to determine the variation 
of the dependent variable as a result of the changes in the independent variables. The values 
indicated that 0.7% of the variation in the Dependent Variable is explained by the logistic model. 
While The Nagelkerke indicated that there is a 0.9 % change in the dependent variable as a result 
of change in the independent variable. 
 
 
Table 4.8: Variables in the Equation 
 B S.E. Wald Df Sig. Exp(B) 

Step 1a 
GDSR .357 .328 1.273 1 .262 1.417 
Constant -1.036 .439 5.154 1 .023 .355 
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The relationship between coefficient of entrepreneurship education and graduate development for 
self-reliance indicates that a positive relationship exists. The coefficient shows that 0.357 units of 
Graduate Development for Self-Reliance are enhanced as the education (knowledge) of 
entrepreneurship is increased. This suggests that entrepreneurship education is more likely to 
increase the development of graduates for self-reliance by 1.417 times. However, the P-value of 
the Wald test which is (0.262) is greater than the level of significance of 0.05. Therefore, there is 
no significant impact of present tertiary entrepreneurship education on adequate development of 
graduates for self-reliance.  
 
Test of Hypothesis Two 
H02: Agro-value chain system development has no impact on graduate self-reliance and 

employment generation 
 
Estimated Result 
Table 4.9: Dependent Variable Encoding 

 
 
 
 
 
 

Table 4.9 shows the value of the binary dependent variable. The response No Graduate Self-
Reliance and Employment Generation is labelled 0, while Graduate Self-Reliance and 
Employment Generation is assigned 1. 
 
Table 4.10: Model Summary 
Step -2 Log likelihood Cox & Snell R Square Nagelkerke R Square 
1 161.409a .081 .136 

 
Table 4.10 shows the Cox and Snell R2 and Negelkerke which are used to determine the variation 
of the dependent variable as a result of the changes in the independent variables. The values 
indicated that 8.1% of the variation in the Dependent Variable is explained by the logistic model. 
While The Nagelkerke indicated that there is a 13.6 % change in the dependent variable as a result 
of change in the independent variable.  
 
Table 4.11: Variables in the Equation 
 B S.E. Wald Df Sig. Exp(B) 

Step 1a 
GDSR .656 .191 17.071 1 .000 1.928 
Constant -.713 .585 1.521 1 .214 .497 

 
Table 4.11 reveals that the relationship between coefficient of Agro-Value Chain development and 
Graduate Self-Reliance and Employment Generation indicate that a positive relationship exists. 
The coefficient shows that 0.656 units of Graduate Self-Reliance and Employment Generation will 
increase, as the level of Agro-Value Chain development keeps increasing. The result indicated that 
Agro-Value Chain development is more likely to increase the level of graduate self-reliance by 

Original Value Internal Value 
No Graduate Self-Reliance and Employment 
Generation 

0 

Graduate Self-Reliance and Employment Generation 1 
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1.928 times. Consequently, the P-value of the Wald test which is (0.000) is less than the level of 
significance of 0.05. Therefore, Agro-value chain development has a significant impact on 
graduate self-reliance and employment generation. 
 
Test of Hypothesis Three 
H03: There is no need to restructure the content and scope of entrepreneurship education offered 

in tertiary institutions for sustainable Graduate Self-Reliance 
 
Estimated Result 
Table 4.12: Dependent Variable Encoding 

 
 
 
 

Table 4.12 shows the value of the binary dependent variable. The response No Sustainable 
Graduate Self-Reliance is labelled 0, while Sustainable Graduate Self-Reliance is assigned 1. 
 
Table 4.13: Model Summary 
Step -2 Log likelihood Cox & Snell R Square Nagelkerke R Square 
1 161.409a .081 .136 

 
Table 4.13 shows the Cox and Snell R2 and Negelkerke which are used to determine the variation 
of the dependent variable as a result of the changes in the independent variables. The values 
indicated that 8.1% of the variation in the Dependent Variable is explained by the logistic model. 
While The Nagelkerke indicated that there is a 13.6 % change in the dependent variable as a result 
of change in the independent variable.  
 
Table 4.14: Variables in the Equation 
 B S.E. Wald Df Sig. Exp(B) 

Step 1a 
SSR .687 .183 16.031 1 .000 1.843 
Constant -.619 .549 1.581 1 .236 .489 

 
Table 4.14 reveals that the relationship between coefficient of Restructure of Entrepreneurship 
Education and Sustainable Graduate Self-Reliance indicate that a positive relationship exists. The 
coefficient shows that 0.687 units of Sustainable Graduate Self-Reliance will increase, as the level 
of Entrepreneurship Education Restructure keeps increasing. The result indicated that Restructure 
of Entrepreneurship Education is more likely to increase the level of sustainable graduate self-
reliance by 1.843 times. Consequently, the P-value of the Wald test which is (0.000) is less than 
the level of significance of 0.05. Therefore, there is need to restructure the content and scope of 
entrepreneurship education offered in tertiary institutions for sustainable Graduate Self-Reliance. 
Conclusion and Recommendations 
There is no doubt that, the future of the Nigerian economy depends on a new generation of 
entrepreneurs that would have to come up with ideas and resolve to make them a reality as well as 
having the vision to create wealth and jobs. For this to be achieved there is the need for a restructure 
of the content and scope of education in Nigeria. Entrepreneurship education is needed to diversify 
the Nigerian economy, make tertiary education more value oriented and meaningful by producing 

Original Value Internal Value 
No Sustainable Graduate Self-Reliance 0 
Sustainable Graduate Self-Reliance 1 
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self-reliant graduates to create jobs, reduce unemployment, social unrest, create wealth and raise 
the standard of living in the country. However, in order to make our graduates leading 
entrepreneurs in all sectors of the economy, more especially in agricultural sector, the following 
recommendations are here suggested; 
 

i. There should be a purposive training of all lecturers and instructors on entrepreneurship 
education: lecturers should be trained and re-trained in the area of entrepreneurship 
education. They should be sponsored to attend local and international conferences to acquire 
more knowledge so that they can effectively transfer entrepreneurial skills into the students  
 

ii. Entrepreneurial teachings should go beyond the traditional classroom teachings. This implies 
the need to involve undergraduates in experiential training. This could be through internships 
in discipline related industries, for at least a period of six months, spread across two academic 
sessions. This will also help them to practically acquire entrepreneurial skills that will enable 
them initiate, establish and run their businesses after graduation. 
 

iii. With the economic diversification goal of the government and the viability of the agricultural 
value chain process, there is need for the government to encourage graduates to participate 
in various string of the chain as this will increase technical expertise and help boost the 
processing and packaging of agricultural produce in Nigeria. 

 

iv. The Federal government through the National Universities Commission (NUC), together 
with other stakeholders should restructure Tertiary Entrepreneurship Education Curriculum 
to include vocational and industry based practical (discipline related) experience for 
undergraduates. Also involving experienced entrepreneurs in their training. These 
experienced entrepreneurs will complement efforts of the instructors by functioning as 
mentors and role models. 
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Abstract 
 
Public Service Motivation (PSM) is an important concept in the field of Public Administration that 
received more attention from scholars across the globe in recent years. Despites large volume of 
studies on PSM, to date only minor strand of studies focuses on understanding the organizational 
predictors of PSM. This study was conducted to investigate whether organizational HRM practices 
(specifically, compensation, job autonomy, communication and career planning) can predict PSM. 
Using cross Sessional data from 288 public sector employees in Nigeria, the results of the Partial 
Least Square – Structural Equation Modeling (PLS- SEM) revealed that job autonomy, 
communication and career planning practices had a significant positive relationships with PSM. 
Contrarily, compensation practice was the only practice found to have no significant positive 
relationships with PSM. The study concludes that organizational HRM practices particularly job 
autonomy, communication and career planning are important predictors of PSM. Therefore, public 
sector organization can promote higher PSM among their employees through effective utilization 
of these HRM practices. 
 
Keywords: Public Service Motivation, Human Resource Practices, Employee Performance, 
Public Sector, Nigeria 
 
Introduction  
 
In recent time, public sector organizations at all levels of government (federal, state and local) 
especially in the developing nation like Nigeria faces several challenges with regard to attracting 
the best candidates, retaining and motivating them so as to give their best to the sector.  To address 
these challenges, the public service had undergoes several reform efforts and transformations in 
order to become more agile and efficient. Although previous studies had revealed that increase in 
salary and other benefits might inspire some people to choose and excel in government jobs.  In 
Nigeria, since 1999 when the country returned to democracy, several salary increase were made 
to public sector employees, but still their performance is low (Inyang & Akaegbu, 2014). 
Moreover, the confidence of public official is said to be slackened and attract only little or no 
prestige due to poor service delivery. This suggested that governments at all levels needs to reframe 
and transform the motivation question and quickly focus on the unique motivational bases of 
Public Service Motivation (PSM). Perry (1996) revealed that the stronger the level of PSM the 
higher will be the job performance and organizational efficiency. 
Public Service Motivation (PSM) is an important concept widely studied by scholars across the 
globe. Being a new form of motivation developed  by Rainey (1982) and Perry and Wise (1990), 
PSM is mainly concern with motives linked with public institutions and organizations (Camilleri, 
2007). As a concept that originated from the field of public administration, PSM had been adopted 
by other discipline like psychology, sociology and economics (Ritz, Brewer, & Neumann, 2013). 
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Based on  Perry and Porter (1982) definition, PSM is an individual motive grounded primarily or 
uniquely in public institutions and organizations.   
Though several studies have investigated the predictors of PSM, nevertheless, studies that focus 
on the organizational predictors like the organizational HRM practice are very few (Schott & 
Pronk, 2014). In this regard, Gould-Williams (2016) suggested that organizational HRM practices 
can promote PSM. Relatedly, , scholars like Vandenabeele (2008) and Schott and Pronk (2014) 
observed that studies on HRM and PSM received insufficient attention. Therefore, since PSM is a 
strong determinant of organizational performance, studying the organizational predictors will 
provide new ways of improving performance in public sector. Moreover,  Perry and Wise (1990) 
revealed that  there exist a connection between PSM and performance. In view of this, this study 
aims at establishing whether HRM practices (particularly compensation, job autonomy, career 
planning, and communication) can predict PSM within the Nigeria context. 
Literature Review 
Public Service Motivation (PSM) 
Public Service Motivation (PSM) is considered to be a new concept in public administration that 
received great attention in the last two decades (Gould-Williams, 2016). As a concept PSM is 
defined differently by scholars. In Perry and Wise (1990) seminal work, PSM was conceptualized 
as ‘an individual predisposition to respond to motives grounded primarily or uniquely in public 
institutions and organizations’. Later, Perry and Hondeghem (2008), considered PSM as ‘an 
individual’s orientation to delivering service to people with the purpose of doing good for others 
and society’. But, Brewer and Selden (1998) sees PSM as ‘the motivating force that makes 
individuals deliver significant public service’.  
HRM Practices and PSM 
HRM Practices are conceptualized as carefully designed combinations of organizational 
management practices that are used to promote organizational effectiveness and enhance 
employees’ performance (Boselie, Dietz, & Boon, 2005). The sole aim of HRM practices is to 
enable the organization achieve their goals through effective management and utilization of 
people. HRM literature revealed that several terminologies are used to describe bundles of HRM 
practice in relation to performance. For instance, some scholar used ‘high involvement HRM 
practices’, while, other scholars called them ‘high commitment HRM practices’. In another way 
some scholars used the term ‘high performance HRM practices’ (Giauque, Anderfuhren-Biget, & 
Varone, 2013; Gould-Williams, 2016).  
Theoretically, this study used PSM process theory (Perry, 2000) and  social exchange theory (Blau, 
1964) in describing how the four HRM practices can influence PSM. The PSM process theory 
(Perry, 2000) suggested that institutional factors can influence and mould individual values, 
attitude and desire to serve in public organization (Gould-Williams, 2016). Under PSM process 
theory, Moynihan and Pandey (2007) and Mostafa, Gould‐Williams, and Bottomley (2015) 
observed that In organizations, the institutional policies and procedures (especially in public 
organizations) do not only influence or shaped the behaviors and attitudes of employees but also 
influence their PSM. For instance, effective communication practice within the organization can 
provide the employees with accurate directions and feedback in their effort towards achieving 
organizational objectives. Similarly, job autonomy and career planning practices will assist in 
retaining employees whose value and behaviors is to serve the general public. These further 
suggested that institutional forces (through HRM practices) can mould the employees’ public 
service orientation to exert high public service organization (Gould-Williams, 2016).  
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With regards to social exchange theory (Blau, 1964), that deals with the exchange relationships 
between the organizations and their employees. This study anticipated that the organizational 
HRM practices will serve as signal to the employees that their organization valued their services 
and contributions and is willing to retained them for long term relationships.  Alfes, Shantz, Truss, 
and Soane (2013) argued that HRM practices do shape the employees belief about the nature of 
the relationship in organizations. For instance, appropriate compensation is an indication that the 
organization is fair and supportive to their employees. Relatedly, allowing employee to use their 
own initiatives through job autonomy couple with effective communication that allowed free floor 
of information promote trust and organizational identity. Therefore, in return the employees will 
reciprocate by exhibiting certain behaviors in form of showing commitment to public interest, 
selfless services and compassion. Moreover, provision of career planning opportunities to the 
employees also indicated that the organization recognized the employees contributions and long 
term worth (Gould-Williams, 2016).  
Therefore, on the basis of these two theories (PSM process theory and social exchange theory), 
the following hypotheses are proposed. 
H1: Compensation will be positively and significantly related to Public Service Motivation 
H2: Job autonomy will be positively and significantly related to Public Service Motivation 
H3: Career planning will be positively and significantly related to Public Service Motivation 
H4: Communication will be positively and significantly related to Public Service Motivation 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 1: Conceptual Model 
Methodology 
The present study employed quantitative research approach. In which primary data obtained 
through cross sectional approach was used in the analysis.  
Participants and Procedure 
The participants are two hundred and eighty eight (288) public sector employees drawn from local 
governments in the northern part of Nigeria. The researcher in an attempt to reach out the 
participants sent a letter seeking for permission from the local governments involved before 
contacting the participant. All the respondents were contacted personally by the researcher during 
working hours. The participants were briefed about the purpose of the study and also informed that 
participation is open and voluntary to all staff. Because English is the official language in Nigeria, 
the questionnaire was written in English language.  
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Measures Used 
In line with Diamantopoulos, Sarstedt, Fuchs, Sebastian, and Wilczynski (2012) argument, this 
study used multiple items not single item in measuring both dependent and independents variables. 
All the items were measured using five points scale that ranged from 1 to 5. 
In measuring the dependent variable (PSM), which is a multi-dimensional construct, this study 
used the fourteen (14) items with four dimensions adapted from (Kim, 2009). These four 
dimensions are: Attraction to policy making (APM) three items; Commitment to public interest 
(CPI) three items; Compassion (CM) four items and; Self sacrifice (SS) four items. 
For the four HRM practices that constitute the independent variables, previously validated and 
reliable items were also adapted. Compensation practice was measured using six items from Amin, 
Ismail, Abdul Rasid, and Selemani (2014). Another six items from Breaugh (1999) were adapted 
to measure job autonomy. In measuring communication practice the study adapted the six items 
from Den Hartog, Boon, Verburg, and Croon (2013) and lastly, six items from Amin et al. (2014) 
was employed in measuring career planning practice. 
Analysis and Results 
In order to estimate the model and evaluate the results accurately, this study used SmartPLS 2.0 
developed by Ringle, Wende, and Will (2005) to compute the path model. Also, guidelines of 
evaluating and reporting Partial Least Square Structural Equation Model PLS-SEM (Hair Jr, Hult, 
Ringle, & Sarstedt, 2014) was followed. Whereby, measurement model was assessed then 
followed by the structural model. 
The Measurement Model 
Since the model of this study consisted of both reflective (all the HRM practices) and formative 
(PSM) constructs, therefore, reflective construct were assessed followed by the formative 
construct. For the reflective constructs, the study examined the reliability and validity of the 
constructs. With regards to indicators reliability, the outer loadings of all the constructs with value 
between .40 to .70 was retained as recommended by Hair Jr et al. (2014). Items with low loading 
were deleted as recommended. Also the composite reliability values of all the reflective constructs 
was higher than the .70 recommended minimum value (Hair, Ringle, & Sarstedt, 2011). The value 
ranged between 0.842 - 0.876. Thus, indicating high internal consistency and reliability. Table 1 
provides the detail account of items loadings and cross loadings.  
Table 1: Indicators loadings and cross loadings.  

Indicators AUT loadings CMP loadings COM loadings CPL loadings 

AUT01 0.800 0.359 0.311 0.389 
AUT02 0.785 0.359 0.290 0.328 

AUT03 0.732 0.331 0.234 0.324 

AUT06 0.636 0.439 0.289 0.329 
CMP03 0.407 0.784 0.380 0.400 

CMP04 0.370 0.753 0.319 0.366 

CMP05 0.308 0.744 0.407 0.393 
CMP06 0.435 0.771 0.333 0.406 

COM02 0.291 0.383 0.785 0.535 

COM03 0.237 0.270 0.758 0.529 
COM04 0.339 0.402 0.788 0.566 

COM06 0.309 0.427 0.772 0.585 

CPL02 0.296 0.462 0.569 0.726 
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CPL03 0.363 0.353 0.518 0.768 

CPL04 0.357 0.399 0.597 0.769 

CPL05 0.476 0.398 0.467 0.734 
CPL07 0.254 0.337 0.533 0.745 

 
Table 2: Indicators, Loadings, Composite Reliability and Average Variance Extracted 

Variables  Indicators  Loadings  Composite Reliability AVE 
Autonomy  AUT01 0.800 0.842 0.554 
 AUT02 0.785   
 AUT03 0.732   

 AUT06 0.636   

Compensation  CMP03 0.784 0.853 0.598 
 CMP04 0.753   
 CMP05 0.744   

 CMP06 0.771   

Communication  COM02 0.785 0.876 0.600 
 COM03 0.758   

 COM04 0.788   

 COM06 0.772   

Career Planning CPL02 0.726 0.868 0.567 
 CPL03 0.768   

 CPL04 0.769   

 CPL05 0.734   

 CPL07 0.745   

Note: AVE= Average Variance Extracted  
In addition, Table 2 above revealed that all the reflective constructs recorded average variance 
extracted values that are greater than the .50 minimum threshold. This also indicated additional 
support for the measures’ convergence validity (Klarner, Sarstedt, Hoeck, & Ringle, 2013). 
Moreover, two approaches were followed in determining discriminant validity. Firstly, as shown 
in Table 1, the cross loadings suggested that no single indictor that loaded above an opposing 
construct(s). Secondly, results of Fornell and Larcker (1981) criterion in Table 3 suggested that 
each construct AVE values are higher that its correlations with other constructs. This further 
suggested that all the constructs exhibit discriminant validity.  
Table 3: Discriminant Validity 

Variables 1 2 3 4 
1. Autonomy 0.741    
2. Compensation 0.493 0.763   
3. Communication 0.380 0.479 0.776  
4. Career Planning 0.463 0.516 0.715 0.751 

 
With regards to the formative construct (i.e public service motivation) that have four dimensions, 
as suggested by Hair et al. (2011), indicators weights (both relative and absolute) and collinearity 
were examined. Table 4 provides the detail results. Based on the results the indicators weights 
indicated that all the four dimension of PSM exhibits significant contribution the main construct 
of PSM absolutely and relatively. Therefore, they are all retained. In addition, both the variance 



264 
 

inflated factor (VIF) and tolerance results suggested that no multi-collinearity issue among the 
four dimensions. 
Table 4: Measurement Model: Results of indicators significance and collinearity statistics 

Formative 
Construct 

Formative 
Indicators 

Outer Weights 
(Loadings) 

T statistics  Collinearity Statistics 
Tolerance VIF 

Public 
Service 
Motivation 
(PSM) 

APM 0.332(0.815) 3.603***. .767 1.304 
CPI 0.379 (0.837) 5.647*** .798 1.253 
CM 0.264 (0.771) 3.039*** .779 1.283 
SS 0.265 (0.789) 3.186*** .777 1.287 

Note: APM= Attraction to policy making; CPI= Commitment to the public interest; CM= Compassion; SS= Self-
sacrifice.    
In general, the results of the measurement model suggested that all the constructs measured are 
reliable and valid. 
The Structural Model 
After the assessment of measurement model, the study also evaluates the structural model. But 
unlike in the measurement model, here in the structural model the focus was on the four 
hypothesized relationships between the HRM practices and PSM. Therefore, the three central 
criterion as recommended by Henseler, Ringle, and Sarstedt (2012) were also followed. These 
includes: Assessing the significance of path coefficient; Coefficient of determination (R2) and 
cross validated redundancy (Q2).  
With regards to the significance of path coefficient, results on Table 5 and Figure 2 revealed no 
significant positive relationship between compensation (β= -0.067, SE=0.072, t= 0.926) practice 
and PSM. Thus, hypothesis 1 was not empirically substantiated in this sample. On the other hand, 
Communication practice (β= 0.511, SE= 0.080, t= 6.374) was statistically positively related with 
PSM. . Similarly, career planning (β= 0.266, SE= 0.076, t= 3.491) exhibited a significant positive 
relationship with PSM. Lastly, job autonomy was also found to have exerted (β= 0.093, SE= 0.058, 
t= 1.611) significant positive influence on PSM.  
Table 5: Results of the Structural Model 

Endogenous Construct R2 Q2 
Public Service Motivation (PSM) 0.542 0.345 

Relationships Beta 
Standard 
Error T Statistics 

 
Decision 

Compensation -> Public Service Motivation -0.067 0.072 0.926 Not Supported 
Communication -> Public Service Motivation 0.511 0.080 6.374 Supported 
Career Planning -> Public Service Motivation 0.266 0.076 3.491 Supported 
Job Autonomy -> Public Service Motivation 0.093 0.058 1.611 Supported 
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Figure 2: Structural Model (PLS Bootstrap Graph for HRM practices and PSM) 
For the coefficient of determination R2, the result as shown in Table 5 all the four HRM practices 
explained about 54 percent variance in PSM. The R2 value is said to be moderate going by suggestion 
of Hair et al (2011). While, for the predictive relevance Q2, blindfolding method was applied 
(Geisser, 1974; Stone, 1974) and cross validated redundancy value of 0.345 was reported. 
According to Hair et al. (2011) any value greater than zero indicates that a model have predictive 
relevance. Therefore, since the value obtained 0.345 is larger than zero, it suggested that this model 
has a predictive relevance. 
Discussion  
This study was undertaken to examine the influence of organizational HRM practices (specifically, 
compensation, job autonomy, communication and career planning) on PSM. The PLS SEM results 
revealed that majority of the HRM practices had a significant positive influence on PSM. To be 
specific all the HRM practices were found to have exerted significant positive influence on PSM 
with exception of compensation practice. This suggested that after entry organizational HRM 
practices like job autonomy, effective communication and good career planning promotes 
employee’s PSM. Therefore, allowing the employees to use their discretion in discharging their 
responsibilities and empowering them to discretionary handle problems as they arise can be 
perceived as management recognition of their capabilities and efforts at work. This will 
accordingly promote the employees commitment towards serving the public selflessly and with 
high degree of compassion. Similarly, effective communication enabled the employee to have 
clear understanding of what they are expected to do or not as they strive towards the attainment of 
organizational goals and objectives.  
Moreover, career planning programs that allowed the employee the opportunities for promotion 
and career progress send a signal to them that their organization valued them and is ready to invest 
in their careers. This in return will increase the employee desire to serve the public with utmost 
efficiency. However, compensation practice was not statistically significant predictor of PSM. 
This suggested that public sector employee pay less attention to compensation but something else 
when it comes to issues related to PSM.   
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Conclusively, this study has contributed in examining the influence of HRM practice on PSM. 
Through the application of Partial Least Square Structural Equation Modeling (PLS-SEM), the 
findings revealed that three HRM practices (job autonomy, communication and career planning) 
are strong predictors of PSM. Therefore, public sector organization can promote higher PSM 
among their employees through effective utilization of these HRM practices.  
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Abstract 
 
Who does what, when and in what capacity in most instances are prerogatives of the heads of 
departments /units in organizations regardless of sector as far as Nigeria is concerned. These 
prerogatives though meant to achieve efficiency in managing human resource, are at times used as 
untamed powers by those exercising them. There are series of subtexts with regards those powers; 
some abuse them and others unnecessarily over protect them. In either ways; it is the service that 
suffers and the public in general. Using social constructivist world view, this paper utilizes the 
responses of public servants that were purposely and conveniently selected from organizations and 
institutions across the six geo-political zones in Nigeria. It was revealed that the decision to act 
discretionary at times clashes with the tenets of cross cultural psychology. It was also uncovered 
that inability to change the existing practices in the public service also contributes to those powers 
being abused. The paper proffered a model of attitudinal change to help revive the public service 
efficiency in Nigeria. 
 
Keywords: Discretionary Powers, Ethics, Public Service, Human Resource, Nigeria 
 
1 INTRODUCTION 
 

There has been substantial scientific contest on how to craft the public sector function in 
the finest way, and in particular there has been a debate on the responsibilities of government, of 
regulatory institutions and of good governance in the developing world and Nigeria. Whether one 
holds the view of classical scientific management intellectuals that “With great power comes great 
responsibility” [1] or settles with popular behaviorists’ acuity “that authority goes with 
knowledge” [2], the bottom-line is how much and what form of state involvement is desired to 
attain equality of treatment, economic development, political accountability, poverty eradication, 
security of lives and property among others.  This debate has given a better understanding of the 
responsibilities of the public sector, and how it should network and interface with citizens 
regardless of class or social status.  

To be able to drive the public sector to function in the finest way, public servants are faced 
with a very herculean task of utilizing the valuable but limited resources to quench the pressing 
unlimited wants.  In doing so, they again are constrained to choose among competing alternatives.  
Since administrators and bureaucrats cannot avoid making decisions, having discretionary powers 
that go beyond the manuals, orders, job descriptions and legal framework of their positions and 
duties, they should therefore seek an extensive understanding of ethical theories and traditions, 
and look for techniques for thinking about the ethical magnitude of their decision-making. 

1.1 Issue 
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Change is recently one of the most popular words used in Nigeria today if not the most 
populous, virtually every individual in every sector in the country dreams about change. This is 
perhaps because change is a prerequisite to overcome and overpower inefficient and ineffective 
management of the most priceless resource on earth – the human resource; that has eaten deep into 
the public service which either directly or indirectly affects the lives of the citizenry. For that 
dream that Nigerians have for change not to turn to illusion, this paper attempts to explain “how 
what is understood forms the basis for grasping that which still remains to be understood” [3].  

“Any other responsibility assigned the head of department” “duties shall be assigned by 
the head of department” “One should report to the head of department for immediate posting” or 
in any manner they are expressed, these clauses appear on many appointment letters received by 
public servants in Nigeria and they carry with them a lot of weight and give reasonable 
discretionary administrative powers to the officers concerned to assign duties and responsibilities 
to their respective subordinates.  

Though discretionary administrative powers can be “structured” and “confined” through 
regulations and can be checked through mechanism of accountability as famously argued by 
[4]they depict a sort of liberty granted to the management for successful accomplishment of 
objectives and those powers are more often than not used as untamed powers  that the public 
servants deem legal and ethical and which are on the verge of turning public organizations into 
specific areas of disparate treatment and disparate impact. These dimensions of discrimination are 
potential treats to the efficiency of human resource management especially when it comes to 
assigning schedule of duties to subordinates by their superior officers. These inequalities may not 
be attributed to entirely differences in economic or social status.  

Evidently, [5] spotted irregularity in the use of administrative discretion in selecting and 
appointing public servants in Jordanian Public service. In the same vein, [6] made open in their 
research, that favoritism is always in control of discretionary administrative powers which [7] and 
[8] believe is one of the aspects of administrative corruption. Shutz [9] argued that discretionary 
powers are in most cases strategic weapons used by managers and administrators alike for 
stratification and specification tactics to divide and conquer succinctly, those powers affect 
initiatives because workers find it very intricating to organize themselves either for productive 
work or to resist employer order or policies.   For instance it is very ideal for workers to feel 
aggrieved when they see fellow employees doing greatly in different positions with different 
statuses and privileges there by lessened unionism and indirectly weakened any formal action. 
Viewed differently, [10] feel that honest officials should desist from exercising those powers for 
fear of divulging into disparate dealings.   

From the foregoing arguments, this paper understands that scholars and bureaucrats attach 
different connotations to discretionary powers. Some hold the view that those powers are both 
necessary and in separable from favoritism; for others, they are strategic weapons that public 
servants need to wield to be able to guide organizations to success while, others are of the opinion 
that those powers are public servants’ nightmares – they may be harmful but can only be left 
untouched rather than done away with. Therefore, this paper argues here that regardless of the 
perspective one looks at it, the commonality is that those powers are left as prerogatives in the 
hands of public servants and could be used in either ways. Again, this paper focuses on the 
dimension which previous studies did not dwell much into, i.e. that many public servants adhere 
strictly and religiously onto those powers, they discharge them to the fullest because they believe 
they are legal and thus ethical. This triggered the researcher’s interest to examine whether 
discretionary powers are legal or ethical or both; clarify on the concept of ethics and its 



270 
 

classifications in public service as well as proffer model of attitudinal change capable of reviving 
the efficiency of human resource management and the public service at large. 

1.2 Methodology 
This research was designed along Social Constructivist Worldview. It was undertaken in 

such a way that the participants develop subjective meanings of their experiences—meanings 
directed towards discretionary powers ethics and public service. These meanings appear varied 
and multiple, leading the researcher to look for the complexity of views rather than narrowing 
meanings into a few categories or ideas. The research relies as much as possible on the participants’ 
views of the situation being studied. The questions were made open and general so that the 
participants can construct the meaning of the situation, typically forged in interactions with the 
researcher. The questions were made open all through because, the more open-ended the 
questioning, the better. As the researcher listened carefully to what participants say and do at their 
workplaces, the researcher recognizes that the backgrounds of the participants shape their 
interpretation, and flows from their personal experiences. The population of the study covers the 
public servants in Nigeria who were conveniently and purposely sampled from organizations and 
institutions across the six geo political zones in Nigeria. However, a sample of 362 participants 
have been covered both through face to face contact with the researcher and via research assistants. 
2. RELATED LITERATURE 
 Several related concepts have been clarified and scholarly arguments were presented on 
those issues in the following paragraphs. 

2.1 Disparate Treatment and Disparate Impact  
In the words of [11], it refers to an intentional discrimination which results when employees 

use different standards to different groups of employees in a similar situation. Disparate impact on 
the other hand is regarded as an unintentional discrimination where a neutral practice 
disproportionately exclude certain groups based on certain protection i.e. age, gender, citizenship 
etc [11].  In whichever way one weighs discrimination, it advocates inequality which breeds 
unhealthy rivalry and challenges confidence and composure of employees which adversely 
impinge on service delivery. 

2.2 Public Service Ethics  
The state is not only in the ethical theory of affirmative and conformist rights the primary 

provider of human and civil rights and welfare, but also the core bringer and protector of rights in 
many circumstances. Put differently as reported by [12] it has been consciously submitted by 
virtually everybody that under normal circumstances, the state will never connect with negative 
obligations because the major goal the state pursues is overall citizen satisfaction. Basically ethics 
is an inevitable mechanism for effective state function for the following reasons: 

2.2.1 Exercise of Responsibility 
Public sector activities range from delivering social security, administering urban planning 

and organizing national defense to the provision of health, schools and roads. In principle, there is 
no limit to what the state can do. There is, however, much debate on how much the state should 
intervene, like in the economic sectors and in the private life of their citizens. To effectively 
undertake these responsibilities, ethics should be observed. In some arguments scholars are of the 
opinion that the hand of the state should be invisible; virtually everything is determined by the 
forces of demand and supply. In such instances, the state functions as the mediator and moderator 
and ethics will have to be brought to fore for effective and efficient moderation and mediation.    

2.2.2 Interaction 
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For every action undertaken, ethics should come to play; this is regardless of those 
activities been personal or official. Though this is a political question, and the debate about the 
role and the size of the state and the public sector (as opposed to the private sector) is probably the 
single most important.  As earlier pointed out, even among family members their interactions 
should be ethically guided for realization of the pursued objective. Same thing goes with official 
interactions. 

2.2.3 Decision-making 
No matter how big and what role the state is playing (and supposed to be playing), both 

politicians and civil servants have discretionary powers; they make decisions that affects a lot of 
people. Therefore, these decisions ought to be based on some form of ethics. For instance, the 
public will normally expect the country’s politicians and public servants to serve in the public 
interest, and to serve in a rational and efficient way. They will not want them to pursue narrow 
private, personal, or group interests. 

2.3 Classification of Ethics 
The three best known normative theories are as detailed by [12] virtue ethics, 

consequentialism and deontological ethics. These are elaborated below: 
2.3.1 Virtue Ethics  
Virtue ethics focuses on the character of the agent i.e. the conveyer of the action rather than 

on the formal rules for or the consequences of actions. The key rudiments of virtue ethical 
philosophy are based on the approaches to ethical thinking of the primordial and medieval periods. 
Virtue theory returned to prominence in Western philosophical reflection in the twentieth century, 
and is today one of the three dominant approaches to normative theories.  

2.3.2 Consequentialism (Utilitarianism) 
Consequentialism refers to those moral theories, which hold that the consequences of a 

particular action form the basis for any valid moral judgment about that action. Thus, from a 
consequentialist standpoint, a morally right action is one that produces a good outcome, or 
consequence. Irrespective of the character of the conveyer of action, it is the outcome that 
determines whether or not such action is ethical. This is a specific strand of consequentialism 
ethics. Utilitarianism is the idea that the moral worth of an action is solely determined by its 
contribution to overall utility, that is, its contribution to happiness or pleasure as summed up among 
all persons.  

2.3.3 Deontological Ethics  
Deontological ethics has also been called “duty” or “obligation” based ethics. 

Deontologists believe that ethical rules “bind you to your duty”, and they look at the rightness or 
wrongness of actions themselves, as opposed to the rightness or wrongness of the consequences 
of those actions. Deontological ethics looks at one’s commitment to principle and disregards the 
consequences of a particular act, when determining its moral worth.  

Deontological ethics revolves entirely around duty rather than emotional feelings or end 
goals. The core concept is “duty”, or what one ought to do in certain situations. It states that truly 
moral or ethical acts are not based on self-interest or the greatest utility, but on a sense of “duty” 
and a sense of what is right and fair on a wider level (regardless of the potential cost for the 
individual and their worth for others).  

 
3. DISCRETIONARY POWERS ETHICAL OR LEGAL? 

Traditionally, discretionary powers are directed towards establishing a body of 
administrative law which codifies legal rulings with reference to administrative actions. In many 



272 
 

instances, administrative actions are not subject to the same procedural and substantive limitations 
as constitutional or common law might prescribe. A significant reason for this is the dominant role 
informal processes play in administrative rule making.  

Although discretionary powers often appear to be formal, the process of their adjucation is 
largely informal this as explicitly contested by [13] may be conflicting with constitutional precepts 
yet, agencies are permitted by law to exercise them. Similarly [14] observed that discretionary 
powers are handled informally because they rest primarily on conferences and correspondences, 
inspection rather than formal hearing. The law however only sets a minimum standard for actions, 
for instance just because an act is legal, does not automatically mean it is ethical (same sex 
marriage in some parts of the world, apartheid laws, banning of full face veil for women e.t.c). Nor 
is an illegal act necessarily immoral (sometimes it can be justified to break the law i.e imposing 
curfew in a distressed community). 

In a similar fashion, [14] concludes that administrative justice exists even in defiance of 
legal provision as long as those discretionary decisions are not subject to correction by the law 
courts. Again, conflict of legal ideas which result from exercising discretionary powers focused 
upon the conceptual validity of the common law as against that of administrative law. Nura [15] 
opined that at times legal issues are faced with threats with the rise of administrative discretionary 
powers because it is based on the assumption that experience will afford the most satisfactory 
foundations for the best of decisions.  

In view of the foregoing arguments this paper holds that since ethics is classified into 
different classes, managers / administrators are not in a dilemma any more. For instance, borrowing 
one of the arguments of Immanuel Kant as cited in [12] “the categorical imperative” this paper 
holds that even though what is ethical and what is legal have a very blurred boundary, it shouldn’t 
be confusing if all actions and duties flow from the stream of morality as the one source of reason 
for action.  
4. PROFFERING MODEL OF ATTITUDINAL CHANGE 

In proffering a model of attitudinal change and value reorientation, this paper concurs with 
[16] and adopts his model. He suggests that issues of time, environment, relationship and motive 
of behavior need to be vigorously pondered upon. 

i. Time: In exercising discretionary powers one should be able to deal with past, present and 
future. Focusing on past is imperative for teachings and primary regulations to be 
preserved. The present needs to be carefully screened for gray areas to be spotted for 
necessary changes and revisions to be made and; the future must not be ignored in planning 
ahead to move with time. 

ii Environment: The environment covers both the task environment where forces that are   
capable of influencing the work related issues emanate and the general environment that 
incorporates global challenges such as in the area of technology, demography, socio-
cultural, legal and political may affect the operations of an organization. One should try to 
master those forces, be harmonious by trying to stabilize those forces as well as submitting 
strategically to those forces that cannot be controlled to be able to re strategize and confront 
them again in the near future.   

iii. Relationship: To be able to maintain harmony in a work environment, one should in the 
exercise of discretionary powers place emphasis on hierarchy and principles, on consensus 
among individuals and on the aftermath of one’s decision on the accomplishment of 
organizational objective and on the society at large.      

5. DISCUSSION OF FINDINGS 
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The discussion of this paper centered on two key findings of the paper. First it was made 
open to the researcher that in trying to exercise discretionary powers tenets of cross cultural 
psychology are not obeyed and second, public servants are not very confident to challenge the 
existing practices.  

The whole argument of exercising discretionary powers focuses on the precepts of cross 
cultural psychology. For instance, since the decision maker is at liberty to act or not to act, to 
approve or not to approve he / she does that based on his /her understanding of the differences 
between human beings who come from different origins with different backgrounds and who have 
different capabilities and weaknesses or; the similarities they share which as elaborated by [16] 
ranges from physiological, to cognitive, to personal, to social and perhaps to cultural. [16] further 
emphasized that if those elements of human similarities and differences are accurately measured, 
one would be able to accurately predict human behavior thus; our inability to accurately measure 
them warrants their inaccurate prediction.  

From another dimension, this paper evoked the arguments of [17] that exercise of 
discretion flows either as ego-defensive function or as value expressive function.  When the former 
depicts a scenario where attitudes proceed from inside the individual and the objects and / or 
situation to which they are attached and are merely expedient channels for their expression, the 
latter argues that attitudes have the function of giving affirmative expression to central values and 
to the type of person an individual envisages himself to be.   

Again, recalling the elaboration in the classifications of ethics in the literature segment of 
this paper, it is understood that though Deontological classification of ethics allows one to adhere 
strictly to the call to duty, it shouldn’t be ignored that the “categorical imperative” should always 
take precedence and, inflicting pain in the name of preserving deontological ethics though might 
be legal, could also be termed unethical.  
6. CONCLUSION 

Many would want to argue here that the aggrieved parties always have the theoretical rights 
to blow the whistle or appeal within the same administrative procedure to higher authority, 
institutions or even the courts however; this remedy is easier said than done, as [14] argued, it may 
only result into hype and unnecessary delay because rigorous fact-finding technique vis-à-vis 
bureaucratic bottlenecks will come to play all within the context of an apt policy framework.   
7. RECOMMENDATIONS 

Based on the revelations of this paper, the following recommendations could go a long way 
in instilling ethical principles in the discharge of discretionary powers and in the long run, help 
revive the public service and restore it from becoming the shadow of its former self. 
i. An effective system of internal control should be put in place which can give managers and 

administrators the means to provide effective accountability for their programs 
ii. Organizations should be given the power to put in place some guidelines to assist in the 

discharge of discretionary powers.  
iii. The exercise of discretionary powers should be done in good faith by applying professional 

and organizational values and certainly not personal values. 
iv. Since the law is silent about what forms the discretionary powers in total, the discharge of 

such powers should be guided by previous decisions and court adjucation.  
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Abstract 
 
The socio-economic and political challenges bedeviling Nigeria are so enormous such that they 
require robust participation and actions of both the public and private sector towards addressing 
such challenges. Consequently, public sector participation is dependent on the judicious utilization 
of revenue and the ability of the levels of government to generate such revenue. Thus, in Nigeria, 
the bulk of governments’ revenue comes from the Federation Account which is shared to the 
different levels of government that made up the federation. However, from inception to date, the 
country had grappled with distress and persistent agitations over an acceptable, efficient and 
equitable revenue allocation framework. Yet, contestations and agitations had continued unabated. 
In view of this, the study examined the continuous agitation for the review of revenue allocation 
formula, using qualitative research design; both empirical and theoretical data were collected and 
analyzed using narrative approach. The study found that the revenue allocation formula derived 
from the 1982 revenue allocation Act (as amended)  is not viable because it is not in tune with the 
existing realities in the country. There were also lack of transparency and accountability in the 
management of the federation account. Thus, it is recommended that, governments must consider 
the necessity to diversify and utilize all possible revenue options and, revisiting the formula in 
order to cater for the significant socioeconomic and political changes is worthy. 
 
Keywords: Fiscal Federalism; Revenue allocation; Federation Account 
 
Introduction 

Nigeria has come a long way as a federation. Since 1954, the Nigerian federation has had 
to grapple with distress and persistent agitations that greatly threatened the country’s underlying 
principles of existence as contained in the Constitution: to live in unity and harmony as one 
indivisible and indissoluble sovereign nation, promoting good government and welfare of all 
persons on the principles of freedom, equality, and justice for the purpose of consolidating the 
unity of the people (CFRN,1999) still remains a mirage. 

The federal system in the country from inception had been sloppy, contested and conflict 
ridden arising from the lack of trust among the diverse groups of the federation. Many, specifically 
the diverse ethnic groups represented by the elites vehemently canvassed for the country to 
disintegrate, because of their conviction that the 1914 amalgamation was an irremediable mistake. 
Even before the amalgamation, serious debates flared among the British concerning the desirability 
and viability of amalgamating Lagos, Northern and Sothern protectorates of Nigeria. At the end, 
the British settled for uniting Nigeria considering administrative expediency, and the economic 
viability of the colony. The debate on the Nigerian state was anchored by the political elites even 
prior to the formation of political parties. For instance, Ahmadu Bello was of the opinion that the 
amalgamation was a mistake. He opined that ‘Lugard and his amalgamation were far from popular 
among us at that time. There were agitations in favour of secessions; we should set up on our own. 
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We should cease to have any more to do with the Southern people. We should take our own way’ 
(Bello, 1962:135). However, during the General Conference of 1950 in Ibadan, the political elites 
subscribed to instituting a federal system comprising of the north, west and east as created by the 
Richards Constitution, but each should evolve at its own pace. Thus, as argued by Clifford (1963), 
the political elites in Nigeria mobilized their ethnic/ethnoregional, religious groups thereby 
constituting the centrifugal forces that threatened the corporate existence of the country as a 
political entity. 

However, at the time of the return to civil rule in 1999, there were high expectations for a 
functional and balanced federal system that will allay the treacherous experience and ensure equal 
access to public services by the citizens, irrespective of their units of residence, accommodation 
of diversity, individual and collective rights and economic prosperity for the federating units (see 
Aghalino 2009, Mohammed 2012). However, the last seventeen years of the civilian 
administration in Nigeria sailed the federation towards disaster. The period from 1999 to 2015 was 
beset with corruption, indiscipline, impunity, catastrophic conflicts arising from the inability of 
the state to institute an effective and efficient fiscal federalism. Agbaje (2004:203) for instance 
argued that ‘Nigeria remains a state of aspirations of unmatched reality’. He further observed that 
Nigeria had only operated a nominally federal system’. As for Abutudu (2010), the period since 
the return of civilian rule had witnessed a further heightening of the debate on national question, 
particularly pertaining resource mobilization and allocation. He argued that the spate of calls for 
the restructuring of the country suggests that Nigeria is yet to find an acceptable formula for 
managing its national diversity.  
 So, the almost 62 years of federal experience in Nigeria, the federal system falls behind a 
number of federations in the management of public affairs. While several reasons can be attributed 
to this, perhaps the nature of the fiscal relations is one of the most controversial issues that 
endanger a well functional and appropriate federal system in the country. In view of this, the study 
examined the continous agitation for the review of revenue allocation formula. 
Conceptual discussions 
In the light of the points raised in the introduction, it becomes pertinent to clarify the concepts used 
in this chapter. 
Federalism 

Perhaps due to the dynamics of its operation and practice, definition of federalism have 
shifted from a more formal/legal framework to a political/administrative arrangement to a more 
procedural understanding that incorporates socio-cultural and behavioural components into what 
is presented as federalism (Agbaje, 2000:3). According to Wheare federalism is ‘the method of 
dividing powers so that general and regional governments are each, within a sphere, coordinate 
and independent’ (Wheare, 1963:10). This suggests federalism a state arrangement in which there 
is levels of government within a designated territory with each having specific sphere or 
overlapping spheres of authority.  
It can be avers from these definitions that federalism is characterized by a combination of sub 
units’ self-rule and shared governance. This also suggests that interactions and relationships among 
sun units and levels of government can be complex and conflicting. Thus, a stable federal system 
will ensure compromise between sub-units that may aspire for self determination and for protection 
of their identity and rights, as well a federal center struggling to ensure coordinate action. In the 
same way, Elazar (1987) opined that once a political system consists of two ‘arena’, ‘planes’, 
‘spheres’, ‘tiers’ or ‘levels’ of government and each of these exercises certain level of legitimacy, 
powers, and responsibilities through its distinct sets of institutions; it is deemed to be a federal 
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system. Any political system that combines the principles of shared-rule, and self-rule, is a federal 
system. 

Indeed, the term federalism can be conceived as a system or principle of government in 
which in a political system there is a vertical distribution of decision making powers between and 
among the various levels therein. The principles include: constitutional division of power; 
principle of constitutionalism; principle of non-concentration of power; principle of territoriality; 
multiples levels of government; acceptance and tolerance of diversity (see Asobie, 1996; Elazar, 
1974; Ogban-Iyam, 2000; Egwu, 2014). 
Fiscal Federalism 

Fiscal federalism is indeed one of the major classical principles upon which federal system 
ought to rest. However, the greatest challenge generally is how to find a stable and functional 
financial system that will enable all levels of government to perform responsibilities assigned to 
them. Jega (1996:89) observed that federation in plural societies invariably tends to be about 
competition and struggle over power for access to, and control of, societal resources. Hence, in as 
much division of powers and allocation of responsibilities in federal systems have fiscal 
implications; finding an appropriate financing system and granting commensurate responsibilities 
is quintessential to a functional and stable federal system.  Fiscal federalism deals with separation 
of assignment of responsibilities and taxation powers among the levels of government. Also, it 
involves intergovernmental transfers between and among the different levels of government. 
Kasim (2014:41) argued that  

‘according to the basic theory of fiscal federalism, the central 
government should ensure equitable distribution of income, 
maintain macroeconomic stability and provide public goods that are 
national in character such as defence and security etc, while lower 
levels of government on the other hand should concentrate on the 
provision of local public goods in which the central government may 
provide targeted grants in cases where there are jurisdictional 
spillovers associated with local public goods.’ 

 
This implies that, fiscal federalism specifically focuses on allocation of expenditure 
responsibilities, the revenue raising powers and the processes of adjusting fiscal imbalances 
through intergovernmental transfers. Thus it is desirable having in place fiscal institutions that will 
manage intergovernmental puzzles in the federal system. 
Revenue Allocation 

Revenue allocation is the most controversial issue in fiscal federalism. This is even more 
controversial in federal system where natural resource endowments are unevenly distributed. 
Furthermore, in some federal systems the problem is particularly pronounced because resource 
ownership resides with the sub national government (Boadway and Shah 2009). They further 
argued that in federal systems where the federal government collects revenues, resource rich 
jurisdictions may feel that they are not getting their fair share of the benefits. Of course, these 
tensions will be exacerbated if the federal government is perceived as using the resources unwisely 
or engaging in corruption (Boadway and Shah 2009: 2). 

Nonetheless, the issue in most federal system is what should guide the process of revenue 
allocation. In other words, what is the most effective, efficient and equitable criteria for the 
distribution or allocation of raised revenues that will attain the very essence of federal 
arrangement? Should equity be the guiding principle, population, derivation, demand etc? Thus, 
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revenue allocation entails the processes, procedures through which revenues are shared between 
and among levels of government. The essence of which is to ensure that each order of government 
is allocated a predetermined share of the revenue from a given tax source. 

Revenue allocation also encompasses sharing of revenues between levels of government 
and allocation among the orders of government for the purpose of getting more revenues to the 
lower orders. Consequently, there is the need to agree to an allocation formula that will determine 
the distribution of federal revenues among the levels of government. Thus, in most federal systems, 
quite a number of formulae based on a number of principles or criteria have guided the allocation 
of revenues. According to Boadway and Shah (2009) revenue allocation can be a very flexible 
political instrument. In addition to closing the fiscal gap, it can be designed to accomplish other 
objectives of intergovernmental transfers. Hence, the allocation may be on the basis of fiscal 
strength of the lower levels of government as practiced in Switzerland (Schmitt, 2005). Also it 
may be on the principle of conditionality or of derivation. Saunders (2005) equally observed 
allocation based on the proportion of the population, but with an equalization factor taking into 
account revenue capacity and expenditure needs. Furthermore, allocation may be tailored towards 
ensuring the efficiency and equity of local service provision and the fiscal strength of the lower 
levels of government.  
These notwithstanding, Boadway and Shah (2009:353), and Rao and Sen (1995:111) identify six 
broad objectives for revenue allocation: bridging the vertical fiscal gap; equalizing state fiscal 
capacities; setting minimum national standards; compensating for benefit spillovers; influencing 
local priorities; and dealing with infrastructure deficiencies. However, what is more important is 
that revenue allocation should serve as an instrument of uniting the federation while enabling the 
lower levels of government pursues their objectives. 
Overview of Revenue Allocation in Nigeria 

The fiscal history of the Nigerian federation can be assessed in phases or episodes: the pre-
colonial (before 1954 and after), the post colonial independent period (1960-1966), the military 
administration era (1967-1999) and the civilian administration period (1999-2017). This signifies 
that fiscal intergovernmental relations in Nigeria has greatly changed and transformed from 
inception to date arising from the federating units’ agitation and discontent with virtually all the 
founded fiscal arrangement. The general and frequent trend was how to redesign the system to 
assuage the divergent interests as expressed by the federating units.  The table below presents the 
nature and specific aspects of the revenue allocation and sharing principles in Nigeria: 
Table 1: Changes in Vertical and Horizontal Revenue Allocation Formula from 1948-2017 

S/N Year Fiscal 
Commission/ 
Committee/ 
Decree 

Vertical Allocation  Horizontal Allocation Principles 

1 1948 Phillipson 
Commission 

 Derivation, Even Progress &Population 

2 1951 Hicks-Phillipson 
Commission 

 Derivation, Needs & National Interest 

3 1953 Chicks Commission  Derivation & Fiscal Autonomy 
4 1958 Raisman 

Commission 
Mining Rents: Central Gov’t-
20% 
Regions- 50% 
Distributable Account- 30% 
Import Duties: Central Gov’t- 
70% 
Distributable Account- 30% 

Derivation & Need 

5 1964 Binns Commission Mining Rents: Central Gov’t-
20% 

Derivation, Financial Comparability, 
Need, Even Development &Tax Effort 
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Regions- 50% 
Distributable Account- 35% 
Import Duties: Central Gov’t- 
70% 
Distributable Account- 35% 

6 1967 Decree No. 15, 
1967 

 Equality & Population 

7 1968 Dina Commission Royalties: Federal Gov’t- 10%, 
State of Origin- 10%, Joint 
Account- 70%, Special Funds  

Basic Needs, Minimum National 
Standards, Balanced Development & 
Derivation 

8 1970 Decree No. 13, 
1970 

 Population, Equality of States 

9 1977 Aboyade 
Commission 

Federal Gov’t- 57%, State Gov’t-
30%, Local Gov’t-10% Special 
Funds-3% 

Equality of access to Dev’t opportunities, 
National Minimum Standard for National 
Integration, Absorptive Capacity, 
Independent Revenue and Tax Effort & 
Fiscal Efficiency 

10 1979 Okigbo 
Commission 

Federal Gov’t- 53%, State Gov’t- 
30%, Local Gov’t-10%, Special 
Fund- 7% 

Minimum Responsibility, Population, 
Social Development Factor and Internal 
Revenue Effort 

11 1989  NRMAFC Federal Gov’t- 47% 
State Gov’t- 30%, Local Gov’t- 
15%, Special Fund- 8% 

Equality of States, Population, Social 
Development Factor, Internal Revenue 
Effort & Landmass and Terrain 

12 1992 Decree No.106 of 
1992 

Federal Gov’t- 48.5%, State 
Gov’t- 25%, Local Gov’t- 20%, 
Special Funds- 7.5% 

Equality of States, Population, Internal 
Revenue Generation, Landmass and 
Terrain & Social Development  

13 1999 Section 162 of the 
CFRN, 1999 

Federal Gov’t- 
State Gov’t- 
Local Gov’t- 
Derivation 13% 

Equality of State, Population, Internal 
Revenue Generation, Landmass, Terrain, 
Population Density & Derivation 

14 2002 Executive 
(Presidential) 
Modification Order 

Federal Gov’t-54.68%, State 
Gov’t- 24.72%, Local Gov’t-
20.60 

Equality of State, Population, Internal 
Revenue Generation, Landmass, Terrain, 
Population Density & Derivation 

15 2004 Federal Ministry of 
Finance Circular 
No. 
AGF/TRY/796/Vol.
41 

Federal Gov’t-52.68%, State 
Gov’t- 26.72%, Local Gov’t-
20.60 

Equality of State, Population, Internal 
Revenue Generation, Landmass, Terrain, 
Population Density & Derivation 

The 2002 and 2004 modifications were to accommodate the Supreme Court ruling on the abolition of the 7.5% allocation to Special Funds (FCT 
1.00%, Stabilization 1.50%, Ecology 2.00%, and Development of Natural Resources 3.00%) which in the view of the Supreme Court, given the 
provision of section 162(3) of CFRN 1999 (as Amended) which named the beneficiaries of the FA as FG, SGs and LGs, any allocation by 
whatever guise is illegal, null and void. 

Source: Compiled by the Researcher 
In 1989, there was the attempt to establish a permanent fiscal commission through the Decree 
No.49 of 1989. Thus, the Decree created the National Revenue Mobilization Allocation and Fiscal 
Commission (NRMAFC) under the pioneer Chairmanship of General T. Y. Danjuma as corporate 
body with perpetual succession and a common seal to oversee revenue allocation and mobilization 
(Obi, 1998).  

From then on, the major change in fiscal intergovernmental relations was CAP 16 LFN 
1992 formula which was a review of the Allocation of Revenue (Federation Account) Act 1982. 
In other words, the 1992 allocation formula has been the revenue allocation formula but with some 
modifications. The vertical allocation from the 1992 allocation formula is 48.5%, 24%, 20% and 
7.5% to the federal, state, local governments and special funds respectively. On the horizontal 
allocation, it was guided by a number of principles and weights are assigned to each principle. The 
principles are: equality of states, population, land mass and terrain, social development factor 
(education, health and water supply) and, internally generated revenue. Similarly, the 1999 
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Constitution formally sought for the adoption, implementation and enforcement of the provisions 
of both Section 162 (1)-(10) and also Para. 32 (a)-(e) in Part I of the third Schedule. 
The advent of the 1999 constitution marked the formal structuring of fiscal intergovernmental 
relations in Nigeria, with the creation of  the Federation Account as well as the definition and 
statutory prescription of its structure or components (CFRN 1999); the treatment and disposition 
of  accruals to, and disbursement of, periodic balances in the Federation Account among its 
beneficiaries as defined in section 162 (3)-(5). Furthermore, section 162 (2) defined the procedure 
for dealing, by the President, with proposals by the Revenue Mobilization Allocation and Fiscal 
Commission on any set of revenue allocation formulae, and the major applicable revenue sharing 
principles, culminating its submission to the National  Assembly for enactment into an Act. The 
constitution also provides the statutory entrenchment of the Derivation principle as a bonafide 
component of Nigeria’s fiscal federalism, a definition and the coverage of the Derivation Fund and 
also the fixing or stipulation of 13% as the minimum definitive level, and share of Derivation Fund 
from the proceeds of the country’s natural resources. Similarly, section 162 (10) defined revenue 
accrued to the Federation Account to mean any income or return accruing to or derived by the 
government of the Federation from any source. Lastly, section 153 (n) established the Revenue 
Mobilization Allocation and Fiscal Commission (RMAFC), and empowered it to monitor the 
accruals to and disbursement of revenue from the Federation Account. The commission is also 
mandated to review from time to time the revenue allocation formulae and principles in operation 
to ensure conformity with changing realities and to advise the federal and state governments on 
fiscal efficiency and methods by which their revenue can be increased.  

From the foregoing, it is apparent that ‘the revenue allocation formula in Nigeria is a 
phenomenon that appears to be in permanent disorder (Orokpo and Stephen 2012). Despite series 
of attempts to review revenue allocation formulae in Nigeria, controversies and continuous search 
for a generally acceptable formula has bedeviled the federation. Ironically, the acrimony seems to 
be less pertaining allocation of taxing powers compared to the allocation of revenues. 
The General Features of Revenue Allocation in Nigeria 
 In virtually all federations, both vertical fiscal imbalance and horizontal fiscal imbalance 
are inevitable. Hence the need to device mechanisms for bridging the fiscal gaps that occurs 
between the levels of government. Thus, such gaps are often extenuated through variety of means, 
but most importantly through a transfer of a predetermined share of revenues. 

Consequent upon this, the process of revenue allocation in Nigeria is generally governed 
by constitutional provisions and revenue allocation formula. Thus, section 162 (1) of the 1999 
Constitution stipulates the Federation Account into which shall be paid all revenues collected by 
the government of the federation, except proceeds from the personal income tax of the personnel 
of the armed forces of the federation, the Nigeria Police Force, the ministry or department of 
government charged with responsibility of foreign affairs and the residents of the federal capital 
territory. The Constitution, further defined revenue due to the Federation Account to mean ‘any 
income or return accruing to or derived by the government of the Federation from any source and 
includes any receipt, however described, arising from the operation of any law; any return, 
however described, arising from or in respect of any property held by the government of the 
federation; any return by way of interest held by the government of the federation in any company 
or statutory body (CFRN, 1999).  

Furthermore, section 162 (2) of the 1999 constitution (as amended) explicitly set forth 
revenue allocation principles to include: ‘especially those of population, equality of states, internal 
revenue generation, land mass, terrain as well as population density: provided that the principle of 
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derivation shall be constantly reflected in any approved formula as being not less than 13% of the 
revenue accruing to the Federation Account directly from any natural resources (CFRN, 1999). 
Pursuant to this provision, the Constitution in section 153 (n) established for the Federation the 
Revenue Mobilization Allocation and Fiscal Commission (Interview, 2016). The commission was 
required to periodically review ‘not less than five years the revenue allocation formula and 
principles in operation to ensure conformity with changing realities (CFRN, Paragraph 32 (b), 
1999). 

the formula guiding revenue allocation in Nigeria is the over 24-year-old extant law, 
Allocation of Revenue (Federation Account, etc) Act of 1982 amended by the Decree No 106 of 
1992 now CAP 16 LFN, 1990 modified by the 2002 Executive Order and 2004 currently guiding 
revenue allocation framework have been found to be in breach of the 1999 Constitution in respect 
of population density and terrain, which are principles expressedly enshrined in the Constitution, 
but not presently being implemented. Also, the existing allocation framework contained principles 
that are not specifically required by the Constitution. The principles of social development factor 
existed only in the Act, but did not have any constitutional backing. Prior to the Supreme Court 
judgment in 2002 the vertical allocation was 48.5%, 25%, 20% and 7.5% to Federal, State, Local 
governments and Special funds respectively. The proxies for the special funds were: Federal 
Capital Territory (FCT) 1.00%; Stabilization 1.50%; Ecology 2.00%; and, Development of Solid 
and Mineral Resources 3.00% . Thus, the Supreme Court ruled that allocation to Special Fund is 
illegal, null and void considering section 162 (3) which reads ‘any amount standing to the credit 
of the Federation Account shall be distributed among the Federal and State Governments and the 
local councils in each State on such terms and in such manner as may be prescribed by the National 
Assembly (CFRN, 1999). Consequent upon the Supreme Court ruling, the President issued an 
Executive Order transferring allocation meant for Special Fund to the Federal government to be 
held in trust for the federation. Hence, the vertical allocation presently is 52.68%, 26.72% and 
20.60% to Federal, States and Local governments respectively 

The major peculiarity of the Nigerian federation especially from 1973 (see Brian, 1987) is 
its overreliance on revenues from natural resources. This is because the sector accounts for over 
95% of the country’s total foreign earnings and 85% of total government revenue particularly from 
crude oil and gas exports, domestic crude oil sales, Petroleum Profit Tax (PPT) and royalties, while 
the non-oil revenues accounts for roughly 20% of the total revenue. Thus, the high dependency on 
revenues from natural resources is cancerous to instituting benevolent governments which are 
guided fundamentally by the principles of equity and efficiency. 
Contending Issues and Agitations for the Review of the Revenue Allocation Framework 

Revenue allocation in Nigeria has intensified agitations and dissatisfaction between and 
among the different levels of government, thereby resulting to consistent set of revenue allocation 
formula, and principles with proxies as appropriate to guide sharing of Federation Account. Yet, 
none of the formula had so far defined clearly, explicitly and quantifiably principles, proxies and 
weights for the vertical revenue allocation between the three levels of government: Federal, State 
and, Local; hence, compounding the series of agitations and contentions over revenue allocation. 

The existing revenue allocation formula has been challenged to be lopsided in favour of 
the federal government at the expense of the other levels of government. This is because, the 
vertical allocation has no any clear cut principles other than assigned responsibilities to each tier 
as contained in the exclusive list. The argument often is that considering the states shouldering the 
large chunk of citizens in the federation, their allocation is not commensurate with their assigned 
responsibilities. In essence, the responsibilities of the states often far exceed revenues at their 
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disposal, thus putting them in disadvantageous position. Their argument is they shoulder the bulk 
of responsibilities of the citizens by meeting basic requirements in terms of satisfaction of basic 
need in all spheres of life, but constitute the segment where least resources are allocated. 
Consequently, the contention often is how the revenue allocation formula should be design in such 
a way that it will enable the lower levels of government satisfy the multi-varieties of needs citizens 
expect them to fulfill. 

The allocation of revenues from natural resources to levels of government generates 
rivalries both vertically and horizontally. This is heightened when the resources are unevenly 
distributed. Moreover, their geographical distribution is usually highly unequal among regions of 
a nation state (Odubajo, 2011). Thus resulting in agitation and conflicts for ownership and control 
of the resources or revenues generated from the resources as evident in virtually all the National 
conferences organized, the militancy, horizontal intergovernmental relations, and horizontal fiscal 
imbalance (HFI) between levels of government where the resources originate from and those levels 
lacking such resources. Hence, Usman (2007) opined that, the complex challenges of capacity and 
equality embroiled revenue allocation in Nigeria. This, therefore, necessitates cognizance of the 
principles of fairness, justice, equity and efficiency in allocation of revenues from the unevenly 
distributed natural resources. The complex web of revenue allocation principle in Nigeria is such 
that it is ‘overly politically sensitive; akin to a zero-sum game, to the extent that the immense 
natural endowments have become anathema to the polity (Odubajo, 2011). 
 However, analysis of revenues accrued to the Federation Account reveal several agencies 
have not been complying with the provisions of section 162 (2) and (10). This is to say, a number 
of revenue generating agencies failed to remit their earnings to the Federation Account as 
stipulated by section 162 (2) and (10). Analysis of data from the Central Bank of Nigeria (CBN), 
Fiscal Responsibility Commission (FRC), Federal Ministry of Finance (FMF) and, Office of the 
Accountant General of the Federation (OAGF), indicates very few revenue generating agencies 
remit all monetary receipts to the Federation Account. Thus, the following constitute the only 
revenues remitted to the Federation Account: crude oil and gas exports, domestic crude sales, 
petroleum profit tax (PPT), and royalties as components from oil revenues. While the non oil 
revenues components include: Customs and Excise, Education tax, Custom levies, Value Added 
Tax (VAT), Company income tax, withholding tax, FG Independent Revenue and the National 
Information Technology Development Fund (NITDF).  Currently, the Federation Account vertical 
sharing formula is: 52.68%, 27.72%, and 20.60% to the federal, states and local governments 
respectively. 

Further to this, are other contending issues constituting sources of asymmetry in Nigeria’s 
intergovernmental fiscal relation are the transfers to the Excess Crude Account (ECA), Sovereign 
Wealth Fund (SWF) and fuel subsidy account constitute the greatest contention with regards to the 
operation of Federation Account. Aside from their illegality, and despite being backed by an Act 
of the National Assembly, the operations of these accounts and their existence are marred by 
controversy between the Federal government and States. The FRC (2011) is of the view that, the 
controversy is unfortunate, because stabilization policy is in the realm of fiscal federalism. The 
report further argued so far, ECA, SWF receipts are shared according to revenue allocation formula 
among the levels of government, and the accounts strengthened the Naira, stabilized public 
expenditure, funds capital and human development, and saves funds for the future generation; the 
accounts should be allowed to operate according to their enabling laws (FRC, 2011:xvi). 
Notwithstanding, the continued operations of these accounts are illegal, null and void considering 
the provisions of 1999 Constitution. Moreover, according to section 1 (3) of the constitution, ‘if 
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any law is inconsistent with the provisions of this constitution, this constitution shall prevail, and 
that other law shall to extent of the inconsistency be void (CFRN, 1999).  
Conclusion 

From the foregoing, it has been established that intergovernmental fiscal transfers are 
designed to bridge the vertical and horizontal fiscal imbalances that are inevitable in all federations 
(Bird and Tarasov, 2002). Thus, federal systems do device framework that will guide such transfers 
in an equitable and efficient manner, the very essence of which is to help close the fiscal gap (Bird, 
2006). Consequently, as for Nigeria, a plethora of revenue sharing frameworks was instituted. 
Currently, the existing revenue allocation in use is the Allocation of Revenue (Federation Account, 
etc) Act of 1982 amended by the Decree No 106 of 1992 now CAP 16 LFN, 1990 modified by the 
2002 Executive Order and 2004. The inability to review the formula especially from 1999 to date 
despite the significant changes in social, economic and political spheres of the country had 
triggered series of agitations for the review of the formula. Most importantly considering the 
divergence of the formula compared to the provisions of the 1999 constitution.  

In effect, the existing revenue allocation formula contravenes certain constitutional 
provisions, and has attracted even more compounding issues on intergovernmental fiscal relations 
in Nigeria. Thus, it is apparent that agitation for the review of the revenue allocation is recurring 
challenging whether the formula is fair and equitable. Therefore, it becomes worthy for the 
Revenue Mobilization Allocation and Fiscal Commission, the President and the National 
Assembly discharged their constitutional responsibility by reviewing the revenue allocation 
formula. In so doing serious caution must be taken into consideration, especially of the process 
and procedure such that will not repeat what happened in 1982 review process that was challenged 
at the court and was halted on technical grounds. 
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Abstract 
 
This paper evaluates the impact of conflict between the civil servants and political appointees in 
organizational development of Katsina State Ministry of Education. The study adopted the 
Weberian formal-legal model and “Village life” model to explain the civil servants and political 
appointees as independent organs and also as organs who must work together to ensure the 
efficiency of a larger system. Primary data through the use of questionnaire was used to collect 
data where simple random sampling technique was adopted. The findings of the study revealed 
that, conflicts especially in the form of leadership tussle can hinder the attainment of organizational 
goals. Subsequently, this situation affects the performance level of Katsina State Ministry of 
Education. It is recommended that both civil servants and political appointees should understand 
that only by working collectively can they achieve the goals and objectives of the organization. 
 
Keywords: Role Conflict, Civil Servants, Political Appointees 
 
1.0 Introduction 
 
Conflicts within the society are unavoidable because they are usually unpredictable and uncertain, 
as they are derived from differences in beliefs, cultures, customs, values, religion etc.  Role conflict 
between civil servants and political appointees is a common phenomenon in public sector 
organizations and the public service as a whole.  According to Antigha (2011) “Civil servants and 
political appointees are human components of public sector organizations where in every 
organization, people interact with one another, which give form, pattern and structure to the 
organization”. 
Civil service, being a part of public service in Nigeria is a body of employees responsible for 
planning, giving advice and implementing policies in government ministries and departments.  
These employees are called civil servants.  Government ministries are headed by ministers at 
Federal level or commissioners at State level and assisted by Directors-general (permanent 
secretaries), as well as other departmental heads. 
The major function of civil service include formulation of policies in which the senior 
administrative and technical civil servants help to formulate the policies and programs of the 
government.  These are presented to the ministers and commissioners for consideration and final 
decision.  Experts in the civil service, especially lawyers, assist the government in the drafting of 
bills which eventually become laws.  The top civil servants act as advisers to the ministers and 
commissioners in charge of their ministries.  Their relevant expertise and experience afford them 
the opportunity of providing dependable guide and information on complex government policies 
and programs.  They also help the political appointees to furnish the legislature with relevant 
information requested on their ministry.  The top civil servants coordinate and supervise their 
subordinates to ensure the smooth execution of the policies and programs of government.  Civil 
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servants draft and prepare the annual budget and estimates of government ministries, departments 
and corporations.  Civil servants gather and supply very useful information on which government 
policies and programs are based.  They keep and preserve government property.  The civil service 
helps to explain government policies to the members of the public.  They carry out public 
enlightenment especially through the mass media to enable the people to appreciate government 
policies and programs, and problems facing the government (Maduawuchi, 2017). 
According to the United States Office of Government Ethics, a political appointee is “any 
employee who is appointed by the president, the vice president or agency head.”  Political 
appointees, referring broadly to anyone appointed by the president, the vice president or agency 
head, are subject to more ethics restrictions than regular executive branch employees. The role of 
political appointees include:  They are to make decision on major policy issues regarding the 
organization, they are to ensure that the career staff implements policies as expected and that policy 
goals are realized, they are to take decisions and make policy based on the technical advice of 
career staff.  The political appointees perform their role strictly in line with the enabling law 
establishing the organization in which they are appointed to serve, as well as prevailing 
government circulars.  The goal of the political appointee is different from the goal of the career 
staff.  As the career staff strives to ensure efficiency and effectiveness in utilizing government 
resources to ensure quality service delivery, the political appointee is interested in expediency in 
resources utilization and service delivery in order to satisfy political interest which he or she is 
representing.  Consequently, there is no congruency in the interest of career staff and political 
appointees.  Since the interest of these two groups and their goals are at variance with each other. 
The word “conflict” comes from the latin word conflictus, which means collision or clash.  
Nevertheless, considerable disagreement exist over how to define conflict. According to Wall 
(1985), conflict is a process in which two or more parties attempt to frustrate the attainment of the 
other’s goals.  The factors underlying conflict are threefold:  interdependence, differences in goals, 
and differences in perceptions.  Conflict is also a struggle or contest between people with opposing 
needs, ideas, beliefs, values, or goals.  Defined in broadest terms, conflict denotes the 
incompatibility of subject positions (Diez et al, 2006:565).   
Most institutions are set to ensure improved productivity, efficient operation and growth; however, 
a number of obstacles have hindered the achievement of such goals of which conflict is among.  It 
is true that conflicts are unavoidable in every human endeavor in an organization.  These conflicts 
are caused by divergent interest of the management and workers.  Hence, conflict in an 
organization could occur owing to the fact that most individuals work to accomplish the 
organizational goals and objectives and equally seek to satisfy their personal needs. 
Conflict arises in an organization between civil servants and political appointees as to the role or 
activities assigned to an office. This conflict usually arises as a result of one group blaming the 
other in terms of low morale and poor productivity among people in the organization. Conflict of 
interest may exist between civil servants and political appointees as to whose policy is the right 
policy and which policy should be implemented. These may bring about misunderstanding, 
negative feelings, jealousy and distrust among groups and individuals in the organization thereby 
breaking the mutual relationship that exist between the groups. This work therefore, examines the 
impact of role conflict between civil servants and political appointees in organizational 
development of Ministry of Education, Katsina State. 
2.0  Literature Review 
Civil service according to Ikelionwu (2011) in the Nigeria context refers to the service within 
government ministries and departments charged with the responsibility of implementing public 
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policies. On the other hand, public service refers not only to service within government 
departments and ministries but also, in parastatals, police force and armed forces. However, while 
all civil servants are public servants, not all public servants are civil servants. (Ezeani, 2005).The 
Nigerian civil services according to Ikelegbe (2005) are so strategically, located in roles, functions, 
activities, resources that their performance determines the state pace and level of development. For 
some times now, the service has been riddle with inefficiency, corruption, ineffectiveness, 
mismanagement, shoddiness, inertia, routine, poor responsiveness, conflicts, sectionalism, 
incompetence and low productivity. 
Civil servants in governmental organizations are those employees who occupy permanent 
positions in a system that offers equal opportunities to all citizens to enter government service, 
equal pay to all employees doing work requiring the same degree of intelligence and capacity, 
equal opportunities for advancement, equally favourable conditions and equal participation in 
retirement allowance, and make equal demands upon the employees.  
The main characteristics of career government service for a Civil servant include the following, as 
outlined by Tyagi (1981): 
a. Permanence of tenure of office – 35 years of service or 60 years of age, whichever comes first. 
b. There should be fairly large range of territorial jurisdiction of the government under which the 
employees have been employed. 
c. There should be equal opportunities of competing for government service for every citizen. 
d. There should be fullest freedom of advancement – junior to top position should be open. 
e. Positive steps have to be taken for providing means of personal growth, such as avenue for self-
development, and advancement corridors through in-service training. 
Political appointments according to Elin et al (2011) gave a wide definition of “political 
appointments” which simply imply public appointments made by politicians, but the notion often 
also implies appointments made for political purposes, based on political affiliations. Political 
appointments are based on party affiliations and the extent of a member’s participation and 
involvement into the parties’ activities. Political Appointment refers to the power to distribute or 
appoint people to governmental or political positions. It is the act of selecting and assigning people 
to political positions. Most political positions except party offices are tenable in governmental 
organizations. Positions of Political Appointees in public service include: Ministers, 
Commissioners, Directors-General, Executive Secretaries, Executive Chairman of Commissions 
and extra-Ministerial Departments, Special Advisers/Assistants, Personal Assistants, Project 
Advisers and Heads of Parastatals, etc. These Political Appointees work side by side with Career 
Staff in order to achieve the goal for which the agency or organization was established to achieve. 
Conflict in George Simmel’s work titled Conflict (1955) provides an insight into theories of 
conflict by studying the role of the individual in small groups as well as role of small groups in a 
larger whole.  From this point of view, conflicts serve both integrating and divisive functions in 
the society.  Simmel posited that there is an innate desire for sympathy and hostility within man.  
According to Simmel (1955:15): 
Just as the universe needs love and hate, that is, attractive and repulsive forces, in order to have 
any form at all, so society too, in order to attain a determinate shape needs some quantitative ratio 
of harmony and disharmony, of association and competition, of favourable and unfavourable 
tendencies. 
2.1 Role of the Civil Service in National Development 
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The civil service is a vital part of government machinery and its role is decisive in ensuring the 
stability of governance, its quality and ability to perform and push the frontiers of national 
development. 
Hence, the civil service remains very crucial and critical to national development and democratic 
stability. In developing states, why years of military and authoritarian rule in most developing 
societies have impacted negative political culture on the character and philosophy of the service, 
yet its role in national development cannot be undervalued. 
Therefore, it is important to note that the civil service must be efficient to service the newly found 
democratic project for stability and survival of the polity. Since it is the vehicle and machinery of 
public policy formulation and implementation, it is also to be noted that democracy with its 
attractive values will enhance the workings of the public service and redefine, reorient and 
reposition it to be more affective, mobile and productive partner in national reconstruction agenda 
(Ayodele & Bolaji 1999 ). 
Bureaucratic bottleneck, high levels of corruption and personalization of governmental affairs 
exhibited hitherto by the civil service are highly anti-democratic. Democracy is expected to bear 
on the attitude and change this negative democratic attitude to service. Democracy has rekindled 
the expectation and optimism of the people in the ability of the civil service to be relevant to the 
challenges of growth and development. 
The strategic relevance of civil service in policy formulation and implementing cannot be over 
emphasized. In the developing societies especially in the immediate past independence era the 
public service assumed the pivotal roles as the vehicle of development. In fact, Ejifor (2003) posits 
that civil service in the developing societies is everything and that the most important catalyst of 
development is an efficient service while at the same time its inefficient constitute the heaviest 
milestones of any nation. Therefore, an efficient civil service is the fundamental key to effective 
organization and national development. 
2.2 Effects of Conflicts in an Organization 
In the past, organization practitioners operate on assumption that any and all conflict was bad and 
also should be eliminated.  Conflicts are associated with negative features most of the time which 
will give rise to inefficiency and ineffectiveness.  Instead, conflict also has emotional effects on 
the workers which will directly have effect on the performance and growth of the organization.  
This is because conflict is neither good nor bad but inevitable in all organizations.  Thus, Kinichi 
(2003) has identified the positive and the negative effect of conflict based on how well it is 
managed. 
2.2.1 Positive Effects of Conflicts 
1.  It help to raise and address communication problem 
2.  It energizes work to be on the most appropriate issues 
3.  It creates better and innovate ideas 
4.  People will have a chance to test their abilities 
5.  It helps people to learn how to recognize and benefit from their differences 
6.  There is decrease in employee’s turnover. 
2.2.2 Negative Effects of Conflict 
1.  It creates broken communication 
2.  It creates mistrust and suspicion 
3.  It makes people involved to feel bad 
4.  People or group are working for their own selfish interest 
5.  It leads to increase in employee turnover. 
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On the whole, conflict is not the same thing as discomfort.  But conflict is only a problem which 
hampers productivity, lower morale, and cause more which lead to an inappropriate behavior. 
2.3 Theoretical Framework 
The paper adopted the Weberian formal-legal model and “Village life” model which best explains 
the scenario in the study area. According to Weberian, civil service shows a clear separation 
between political appointees who are the politicians and the civil servants who are the permanent 
administrators. In this case, the civil servants who are subjects to the political appointees follow 
their orders undoubtedly without question. Political appointees are always the heads of the 
ministries and all civil servants in that ministry are answerable to the head, as such orders usually 
comes from the top (political appointees) to the bottom (administrators). 
On the other hand, Village life model assumes that both the civil servant and political appointees 
belongs to the state and they should not be in conflict rather they should work together as a whole 
to achieve its organizational goals and objectives.  
The Ministry of Education have both civil servants and the political appointees and are expected 
to live free of conflict as they all work for the state and the progress of the state. Respect for the 
top management and diligent duty at work will help achieve the organizational target. But hostility 
between the political office holders and the civil servants will create an unending conflict which 
will hamper the progress and development of the organization. 
3.0 Methodology 
3.1 The Study Area 
Katsina State was created out of the defunct Kaduna State on Wednesday 23rd September 1987.  
The State comprises the two Emirates of Katsina and Daura, with an estimated population of 
5,792,578 people based on 2006 census.  The exact population of Katsina will be found in the 
incoming Nigerian Census.  It borders Kaduna State to the South, Jigawa and Kano to the East, 
Zamfara State to the West and the Niger Republic to the North.  The State occupies an area of 
about 23,938sq kilometers.  It is situated on Latitude between 110 07’49N’130 22 57”and 
Longitude 6052’and 03E and 9 90 02’E”.  The major tribes in the State are Hausa and Fulani and 
Islam is the predominant religion.  Languages spoken in the state are Hausa and Fulfulde.  The 
State is one of the most peaceful States in the Federation. 
However, Katsina State Ministry of Education was established in 1987, after the creation of 
Katsina State on 23rd September 1987 out of the defunct Kaduna State, with capital at Katsina.  
There are thirteen (13) ministries and forty-six (46) extra ministerial departments/parastatals in the 
state.  The ministry of education is headed by a commissioner who is in charge of the day-to-day 
running of the ministry.  The first present Commissioner of the ministry is Prof. Halimatu Sadiya 
Idris.  The ministry temporary side is located at old Government College Katsina, and the 
permanent side is now located at Katsina State Secretariat. The state ministry of education is the 
main Government organ saddled with policy issues and the responsibility of discharging oversight 
functions in the entire sector.  It supervises parastatals that provide Basic Education, Science and 
Technical Education etc. (SESP, 2010). 
3.2 Population, Sample Size and Sampling Technique 
The population of the study consists of a sizeable number of political office holders and civil 
servants in the Ministry of Education Katsina State which is two hundred and forty (240). 
A sample size of one hundred and forty eight (148) using Krejcie and Morgan’s table was taken 
from the population for ease of analysis and interpretation. That is, a 66% of the population were 
sampled to include civil servants and political appointees in Ministry of Education Katsina State.  



290 
 

However, the sample size of one hundred and forty eight (148) forms 100% of the study 
population. 
A simple random sampling technique was used, where each member of the population has an equal 
chance of being selected and included as part of the sample population so as to ensure a better 
representation of the population. 
3.3 Method of Data Collection, Presentation and Analysis 
Data was collected through the use of a structured questionnaire from both civil servants and 
political appointees. The data was presented and analyzed with the use of descriptive statistics 
(frequency tables) and a cross tabulation. Also, a non-parametric test (chi-square) will be used to 
test the statistical significance and reliability of results. 
4.0 Data Presentation and Discussion of Results 
Data obtained from the field were analyzed using Statistical Package for Social Sciences (SPSS), 
and the results were presented in tabular form. 
4.1 Demographic Characteristics of Respondents 
Information about the characteristics of the respondents is essential for revealing the complexity 
and homogeneity of demographic composition of the respondents which represents the social 
settings of the study area. 
Table 4.1 Distribution of Respondents by their Demographic Characteristics 

Age Frequency Percentage (%) 

25-35 17 13.9 
36-45 37 30.3 
46-55 60 49.2 
56-65 7 5.7 
No Response 1 .8 
Total 122 100.0 
Gender   
Male 84 68.9 
Female 38 31.1 
Total 122 100.0 
Marital status   
Single 31 25.4 
Married 89 73.0 
Widowed 2 1.6 
Total 122 100.0 
Educational qualification   
O'Level 7 5.7 
OND 55 45.1 
B.Sc. 57 46.7 
Post Graduate 3 2.5 
Total 122 100.0 
Religion   
Islam 122 100.0 
Christianity 0 0 
Total 122 100.0 

Source: Field Survey, 2017. 
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Table 4.1 shows that respondents that fall between ages 46-55 are the dominant age group 
in the ministry with about 49.2%. Then 36-45 age group followed with about 30.3%, respondents 
between the ages of 25-35 are about 13.9% while the aged group which is 56-65 had the least 
proportion of respondents with 5.7%. 68.9% of the respondents were male and the remaining 
31.1% were female respondents. The table also shows that 25.4% of the respondents were single 
while 73.0% of the respondents were married men and women in the ministry with just 1.6% as 
widowed. From educational qualification perspective of the workers in the ministry, it shows that 
5.7% of the respondents have only O’Level results, then 45.1% of the respondents were OND 
holders while 46.7% of the respondents were either B.Sc. holders or HND holders and only 2.5% 
were M.Sc. holders. The data also recorded a 100% of respondents who practice Islam as a religion. 
Table 4.2 Impact of conflict in ministry of education Katsina state 

Conflict deter the progress and smooth running of Katsina state 
ministry of education 

 Frequency Percent 
Agree 41 33.6 
Strongly Agree 46 37.7 
Neutral 17 13.9 
Disagree 11 9.0 
Strongly Disagree 7 5.7 
Total 122 100.0 

Does conflict between civil servants and political appointees 
affects the performance of the ministry? 

 Frequency Percent 
yes 85 69.7 
no 37 30.3 
Total 122 100.0 

Level of effect of conflict between political appointees and civil 
servants to the ministry 

 Frequency Percent 
High 30 24.6 
Very high 41 33.6 
Low 26 21.3 
Very low 13 10.7 
None 12 9.8 
Total 122 100.0 

Source: Field survey, 2017. 
Table 4.2 shows individual responses on the impact of conflict between civil servants and political 
appointees on the ministry of education Katsina state. The table depicts that 33.6% of the 
respondents agreed and 37.7% of the respondents strongly agreed that conflict in the ministry deter 
progress and smooth running of the organization while just 9% of the respondents disagree and 
5.7% of the respondents strongly disagree that conflict deter progress and smooth running of the 
ministry, with 13.9% of the respondents who are indecisive. Also, 69.7% of the respondents 
believes that conflict between civil servants and political appointees affects the performance of the 
ministry and 30.3% of the respondents did not believe that conflict affects the performance of the 
ministry. A high proportion of 58.2% of the respondents ascertain that the level of effect of conflict 
between civil servants and political appointees in the ministry is high while 32% of the respondents 
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ascertain the level of effect of conflict in the ministry as low, with 9.8% of the respondents who 
could not ascertain the level of effect of conflict in the ministry. 

4.2 Relationship between role conflict of civil servants and political 
appointees and the attainment of organizational goals in Katsina state 
ministry of education 
Table 4.3a: A cross tabulation 
 Conflict deter the progress and smooth running of Katsina 

state ministry of education 
Total 

Agree 
Strongly 
Agree Neutral Disagree 

Strongly 
Disagree 

What 
could be 
the level 
of effect 
of conflict 
between 
political 
appointees 
and civil 
servants to 
the 
ministry 

High 14 10 3 1 2 30 

Very 
high 

10 25 2 3 1 41 

Low 10 7 5 4 0 26 

Very low 2 2 6 1 2 13 

None 5 2 1 2 2 12 

Total 41 46 17 11 7 122 

Source: Field Survey, 2017. 
Table 4.3b: Chi-square Test Result 

Likelihood Ratio 35.155 
Degree of Freedom 16 
Asymp. Sig. 0.004 
No. of valid cases 122 

Source: SPSS from field survey, 2017. 
The cross tabulation in table 4.3a below aims to examine if there is significant relationship in role 
conflict between civil servants and political appointees and the attainment of organizational goals 
in ministry of education Katsina state which will determine the hypothesis of the study. 
Therefore the hypothesis for the study is as follows: 
Null Hypothesis 
H0: There is no significant relationship between role conflict of civil servants and political 
appointees, and the attainment of organizational goals in Katsina state ministry of education. 
Alternative Hypothesis 
H1: There is significant relationship between role conflict of civil servants and political appointees, 
and the attainment of organizational goals in Katsina state ministry of education. 
4.2.1 Decision rule for Chi-square 
The critical value for chi-square is 0.05 at 95 percent level of significance. Therefore, if our 
asymptotic significance of likelihood ratio of chi-square is less than 0.05, we reject the null 
hypothesis (H0) and accept the alternate hypothesis (H1) that; there is significant relationship 



293 
 

between role conflict of civil servants and political appointees, and the attainment of organizational 
goals in Katsina state ministry of education. 
4.2.2 Evaluation of the Chi-square result 
From table 4.3a,the cross-tabulation result shows that, out of 122 respondents, 59% of them agree 
that the level of conflict between civil servants and political appointees is high in the ministry and 
it can deter progress and smooth running of the ministry while 7% of the respondents disagree to 
the fact that although there is high conflict between civil servants and political appointees but it 
could not deter progress and smooth running of the ministry with 5% of the respondents that remain 
neutral on the matter. Then 21% of the respondents agree that the level of conflict between civil 
servants and political appointees in the ministry is low, although it can deter progress and smooth 
running of the ministry and 7% of them disagree that the level of conflict between civil servants 
and political appointees is low and will not deter the progress and smooth running of the ministry 
with 11% of the respondents as neutral. 
From table 4.3b (chi-square), the asymptotic significance is 0.004 which is less than 0.005 chi-
square critical value. Using the rule of thumb, we therefore reject the null hypothesis (H0) and 
accept the alternative hypothesis (H1) that; there is significant relationship between role conflict 
of civil servants and political appointees, and the attainment of organizational goals in Katsina 
state ministry of education. 
 
4.3 Discussion of Major Findings of the Study 
The study was able to give an overview on role conflict between civil servants and political 
appointees in Katsina state ministry of education. From the data presented above, it reveals that 
there is a significant relationship between role conflict of civil servants and political appointees 
and the attainment of the organizational goals in Katsina state ministry of education. 
It also discovered that 33.6% of the respondents agreed and 37.7% of the respondents strongly 
agreed that conflict in the ministry deter progress and smooth running of the organization, while 
just 9% of the respondents disagree and 5.7% of the respondents strongly disagree that conflict 
deter progress and smooth running of the ministry with 13.9% of the respondents who are 
indecisive. 
5.0 Conclusion and Recommendation 
We conclude that role conflict between civil servants and political appointees can deter the 
attainment of organizational goals in Katsina state ministry of education, given the asymptotic 
significance of likelihood chi-square result to be less than the critical value 0.05. 
The study shows that there is a significant relationship between role conflict of civil servants and 
political appointees, and the attainment of organizational goals in Katsina state ministry of 
education. Therefore, there is need to minimize these conflicts by working collectively in order to 
have a smooth running of the ministry so that it can achieve its goals and mandate. 
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Abstract 
 
Considering the high emphasis placed by nations recently on higher educational institutions for researches 
that can be commercialized, there is paucity of empirical researches and evidence on the examination of 
whether leadership style and entrepreneurial orientation could spur commercialization activities in the 
Nigeria Polytechnics. Furthermore, no empirical evidences can can/have provided answers to how 
leadership style and entrepreneurial orientations of higher institutions of learning to influence 
commercialization of academic researches. To address this void, this paper proposes a conceptual 
framework initiating a linkage between leadership style and entrepreneurial orientation to 
commercialization., using technology transfer office as a mediating variable to permeate the relationship. 
 
Keywords: Conceptual Framework, Leadership Styles, Entrepreneurial Orientation, Commercialization, 
Technology Transfer 
 
Introduction 
 
Overtime, researches on leadership and entrepreneurship orientation has shown that the increasing global 
quest for entrepreneurial activities is emerging in most academic institutions leaving them with no choice 
but to engage in different entrepreneurial ventures to remain competitive globally (Elenurm and Alas, 
2009). This has make them just like the industries strive to embrace innovation and commercialization of 
their activities (Duening and Sherrill, 2005; Drucker, 2006). Chan et al. (2012) points out that the traditional 
academic viewpoint dictates academic institutions have previously focus only on teaching, learning and 
research with little or no involvement in turning them into commercialization. This traditional academic 
thinking has continued for centuries mainly due to protection of the government worldwide (Buenstorf and 
Geissler, 2012; Berman, 2008; Bercovitz and Feldman, 2008; Ismail and Ajagbe, 2013). Today, the 
competitiveness in higher education environment, where institutions are continually seeking for more 
funding has brought the realization of the need to engage into researches for knowledge and technology 
development. This no doubt has compelled institutions nowadays to venture into entrepreneurial activities 
through commercialization (Dahl and Sorenson, 2011; Kenny and Patton, 2012; Merrill and Mazza, 2010; 
Bianchi et al., 2011). 
 
Researches further conducted on this field reveals that entrepreneurship is relatively new to the higher 
institutions environment, specifically to most developing and underdeveloped nations (Raunch et al., 2009). 
It has make commercialization of academic research depends on the institutions leadership style of 
management to generates the needed support to encourage academic staff to want to commercialized their 
research efforts (Chan et al., 2012). Thus, most studies on this have point that the type of leadership 
behaviours present is essential to determine the long term success of institutions and the society in general 
(Arham and Muenjohn, 2012; Bass and Riggio, 2006). It is thus, a general consensus among most scholars 
that in a competitive environment, organizations are supposed to be entrepreneurially oriented, to compete 
and survive and leaders are required to build, inspire, further and uphold entrepreneurial orientation within 
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the organizational setting to enhances the overall performance and productivity (Felgueira and Rodrigues, 
2012; Arham et al., 2011; Duening and Sherrill, 2005; Bercovitz and Feldmann, 2008; Berman, 2008). 
 
From foregoing, a considerable amount of studies has shown an increased pressures from the governments 
for academic institutions to engage in research & development activities for commercialization to enhance 
economic and national development. Such activities require leadership attributes, dispositions and skills 
that are peculiar of entrepreneurs may be an important predictor of how extensively their universities 
embark on entrepreneurial activities (Garcia-Villaverde et al., 2010). Despite a lot of studies on leadership 
styles and entrepreneurial orientation, to date researchers have offered little or not much theoretical 
explanations on how and when does leadership and entrepreneurial orientation could influence 
commercialization activities.  Resource based view theory may provide a valuable insight for understanding 
the relationship. Similarly, the study will add drawing the theory how technology transfer offices can 
provide mediation role on the relationship between leadership style and entrepreneurial orientation on 
commercialization. 
 
Literatures Review and Study Propositions  
 
O‘Shea et al. (2008) have highlighted that the entrepreneurial disposition and individual‘s abilities are 
important in shaping the individual‘s behaviour regarding commercialization. Bakar and Mahmood, (2014) 
further stress that there is need to emphasized why academic institutions to become entrepreneurial, and to 
have a change in approach of leadership to ensure maximum growth.  
 
Leadership Style (LS): 
 
Powell (2010) has suggested that a study of past and present leadership styles is imperative to research on 
developing skills, knowledge, and a foundation from which to lead organizations into a new millennium. 
Kezar et al. (2006) perceive leadership as a process which is a key to worker’s engagement and attention 
on attaining organizational mission. Muscio et al (2013) finds leadership as a necessary ingredient to transit 
an organization to meet the challenges of industry changes and bring the organizations through the transition 
from good to successful (Lustik, 2008; Thorp and Goldstein, 2010). Researchers are of the view that to be 
good leader certain skills such as establishing and maintaining networks, problem solving, conflict 
resolution, information processing, on the spot decision making, sensible risk taking, and introspection are 
necessary (Sypawka, 2008; Lustik, 2008; Powell, 2010; Collier and Gray, 2010). However, researchers are 
of the view that the most important skill and ability of a leader is to influence and direct other people 
motivation (Astebro and Bazzazian, 2011). Leaders are effective through self-assessment, analysis, and the 
implementation of multiple leadership styles in individuals as well as in teams (Naqvi, 2009; Hmieleski et 
al., 2012). All of the above studies points out towards two main styles that are most relevant that is 
transformational leadership and transactional leadership and thus, the present study utilizes the 
characterization of leadership styles of transformational, transactional and laissez faire or passive- avoidant 
as proposed by Avolio and Bass (2004). 
 
Proposition 1: There will be positive relationship between Leadership style and academic research 
commercialization. 
 
Entrepreneurial Orientation (EO): 
 
Many approaches to explain entrepreneurial activities, however, the most frequently cited approaches are 
those that incorporate personality traits in explaining entrepreneurial activities. McAdam et al (2012) argue 
that the trait approach to entrepreneurship has been unsuccessful and does not contribute significantly to 
the knowledge of the domain; however, if behavioural approach to explain entrepreneurial activity is 
adopted it would serve better purpose. Many researchers have adopted behavioural approach through 
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intention to study academic entrepreneurship (Kim, 2012; Yang, 2008; Powell, 2010). Entrepreneurial 
orientation is one of the most common and extensively used construct to describe entrepreneurship (Fini et 
al., 2010; Renko et al., 2013). The concept of entrepreneurial orientation (EO) has its origins in the literature 
on strategy (Weiss and Rupp, 2011; Jacobsson et al., 2013). Entrepreneurial orientation was defined as 
entrepreneurial firms that "engages in product marketing innovation, undertakes somewhat risky ventures, 
and is first to come up with proactive innovations, beating the competition to the punch (Romero Martinez 
et al., 2010). 
 
Furthermore, entrepreneurial orientation was perceived from a marketing perspective essentially as a more 
proactive marketing orientation. Hmieleski et al (2012) have equated entrepreneurial orientation with 
marketing orientation, asserting that an organization needs both orientations if they want to be effective and 
successful. From a management perspective, however, Huynh (2007) have stressed that entrepreneurial 
orientation should reside in all management levels and should not be concentrated at the top management 
level. Well known for their delineation of the EO construct, Kenny and Patton (2012) defined 
entrepreneurial orientation as a firm's "propensity to act autonomously, innovate, take risks, and act 
proactively when confronted with market opportunities". They further explained that entrepreneurial 
orientation is a "process construct and concerns the methods, practices, and decision making styles 
managers use‖. As such, they posited entrepreneurial orientation is about the intentions and actions of 
individuals actively involved in dynamic processes. The EO construct captures the salient features present 
in entrepreneurial firms, and may be defined as the processes and strategy-making practices that businesses 
use to identify and launch corporate ventures and entering new markets (Rutherford and Holt, 2007; Litan 
and Mitchell, 2010). This represents a firm-level orientation that permeates the decision-making styles and 
practices of organization employees. Importantly, on this, a large body of literature has suggested that EO 
encourages a broad range of positive organizational outcomes, such as organization performance, new 
market entry and new product innovation (Raunch et al., 2009). 
 
Proposition 2: There will be positive relationship between Entrepreneurial Orientation and academic 
research commercialization. 
 
Technology Transfer (TT): 
 
Technology transfer refers to the process adopted by institutions to transfer the rights of use of their 
intellectual property to private companies. Given this, Ismail, et al., (2012) highlighted that the institutions 
being champion of knowledge production are important element for any national system. They further 
pointed that technology transfer process encompass securing IP rights, prototype development, compliance 
with regulatory standards and marketing activities. Most nations government support this by establishing 
technology transfer agencies to enhance the commercialization of academic research and to bring the new 
technologies to the market with emphasis on strong industry-university linkage (Othman, et al., 2014; 
Ismail, et al., 2012).  
 
Technology transfer office is seen as a vehicle for not only developing and maintaining industry linkages 
but also as a support structure for university commercialization activities (Hague and Oakley, 2000). Wright 
et al. (2007) opines that technology transfer is an important structure in engendering academic 
entrepreneurship by developing and maintaining synergy and network between institutions and industries. 
Similarly, Autio, (2007) argue that because institutions researchers often seek financial support for early 
stage research that may not be funded by other conventional financial sources. They claim that such 
informal events would further increase faculty ability to acquire financial and human resources as well as 
increase their knowledge of the market. The role of technology transfer in commercialization activities has 
been stressed by many researchers with most of them highlighting that for successful commercialization of 
academic research, the technology transfer should be properly staffed with relevant expertise (Autio, 2007; 
Hughes et al., 2010). 
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Proposition 3: Technology Transfer will mediate the relationship between leadership style, entrepreneurial 
orientation and commercialization of academic researches. 
 
Proposed Research Model 
 
Building on the foregoing empirical review and theoretical perspectives, this paper proposes a conceptual 
model as illustrated in Figure 1 below. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 1: A conceptual framework illustrating the need to understand how technology transfer plays a 
major role to mediates the relationship between leadership styles and entrepreneurial orientations for 
commercialization of academic researches to thrive. 
 
Conclusion 
 
In this study, the preceding discussions has projected that leadership style and entrepreneurial orientation 
as precursor of commercialization, with technology transfer offices as a potential mediator to attain these 
relationships. The next and most important thing at this stage now is to conduct an empirical investigation 
towards validating the proposed relationship in the framework as illustrated in above Figure 1. Doing this, 
an empirical inquiry will particularly be a step further to indicate the significant importance to the 
realization of institutions commercialization drive for improve growth and funding. 
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