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Abstract 
Bangladesh Shilpa Bank (BSB) and Bangladesh Shilpa Rin Sansgtha (BSRS) were the two public sector 
development banks in Bangladesh. Their main activities in the countries has also been addressed were loans 
sanctioned and disbursement to public and private sector industries for funding management, increase equity 
support,  industrialization processing and recovery of those loans according to their  own loan recovery 
guidelines and business policies which are regulated by Bangladesh Bank and Ministry of Finance of 
Bangladesh Government.  These two development banks were also a huge amount of overdue loans with a 
gradual increasing trend during 1999-2009. More revealing that the scenario of loans recovery status was very 
sluggish, poor and inefficient during the whole period of review.  
 
Keywords: Bangladesh Development bank, loan recovery, loan disbursement, loan monitoring and supervision.  

Introduction 
Development Banks are distinctive financing institutions in the developing countries, specializing in the 
provision of high-risk long-term financing for the purpose of industrialization. Their main role is to provide loan 
and equity capital, supported by technical assistance to investors. Development banks are not purely financing 
organizations as they have not only to make finance available but also perform distribution function. They are 
concerned with the total impact of their financing on the overall economy of a country. At the time of 
Independence in 1971, Bangladesh had a fairly well-developed banking system. After independence four 
Development Financial Institutions (DFI) such as the Bangladesh Shilpa Bank (BSB), Bangladesh Shilpa Rin 
Sangstha (BSRS), Bangladesh Kirishi Bank(BKB), and House Building Finance Corporation(HBFC) with 
ownership of the Government of Bangladesh 
 
(GOB) were set up to meet the long-term financing necessities of industry, real estate and agriculture. Bank of 
Small Industries and Commerce (BASIC) and Rajshahi Krishi Unnayn Bank (RAKUB) were established later 
on. Among the six DFIs, two are purely development banks these two were BSB and BSRS. Inadequate long 
term deposits and an almost total absence of non depository financial instruments in a shallow capital market 
coupled with limitations on growth of lonable funds at their disposal has made all these development banks almost 
entirely dependent on the government for their funds. BSB and BSRS also followed circulars which are 
formulated, and generated by Bangladesh Bank and Ministry of Finance of Bangladesh Government.  BSB and 
BSRS have adopted a number of policies and strategies for fostering the industrial development of Bangladesh. 
The dilatoriness of the development banks in providing funds might have contributed to the delay. Delays in this 
phase owe largely to the borrower in his choice of project and equipment supplier. The most significant phase 
remains the period between the arrival of the equipment and its trail run. The time taken here is the largest, 
average 14 months. The efficient project management would have planned for the construction to be completed, 
the utility connections obtained, equipment promptly cleared from the port and dispatched to the site, the 
erection technicians in place at the site to receive and begin installation to achieve their desired objectives. 
Faulty and weak appraisals have led the development banks to faulty judgments, creating spectra of rising 
overdue; have affected the image and profitability of the institutions. The borrowers do not repay overdue loans 
despite a change in the proportion of debt-equity. Loan recovery rate has fallen drastically during the period of 
study, which testimony inefficient project appraisal and selection of borrowers. The reasons for default as 
identified in the study are inadequate generation of profit, diversification of fund to other purposes, habitual 
non-payment, fall in the export earnings, rise in the project cost, sudden family travel, etc. Poor recovery of loan 
adversely affected the total leading operation of BSB. It extends medium and long–term credit facilities to 
industrial projects mainly in private sectors. BSRS provides medium term and long term loans. Their nature and 
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functions are totally different than other specialized financing institutions and non bank financial institutions. 
Both the institutions were under the control of the Ministry of Finance and Bangladesh Bank and they work 
under the policy framework approved by the Government. The study covered a period of 10-years ranging from 
1999-2009. Both primary and secondary data have been used in the present study. Primary or first hand 
information has been collected through field visit. An open ended interview schedule has been prepared for the 
executives of the selected development banks for conducting face to face interview with them regarding 
different aspects of their loan recovery policy, loan sanction and disbursement system terms & condition. 
Secondary information has been collected from published and unpublished reports & documents of BSB, BSRS, 
SEC, Ministry of Finance, Bangladesh Bank, World Bank and other organizations. Some secondary data have 
also been collected from published articles, seminar papers, dissertations, research reports, monographs, etc. 
Collected information has been checked, arranged, tabulated and presented in tabular form for statistical and 
financial analysis. 

1. Background Of Development Banks In Bangladesh: 
Development Banks are a particular type of development financing institutions. They provide term credit for 
industrial development of a country. There were two public sector development Banks in Bangladesh. These 
were Bangladesh Shilpa Bank (BSB) and Bangladesh Shilpa Rin Sangstha (BSRS). Recently these two 
organizations have been merged into one in the name of Bangladesh Development Bank Limited (BDBL).  

 
A. Bangladesh Shilpa Bank (Bsb): Bangladesh Shilpa Bank has its origin in the early days of Pakistan. 
An industry needs, besides working capital, fixed capital for the acquisition of land, construction of buildings, 
purchase of capital equipment, etc. Although by 1957, a net work of commercial bank had been established to 
meet the industrial working capital needs in the country, the facilities for raising fixed capital were inadequate. 
(BSB Order 1972) Facilities for raising foreign currency loans for the import of industrial equipment were 
totally absent. Pakistan Industrial Finance Corporation was set up under the Pakistan Industrial Finance 
Corporation Act, 1949, to provide medium and long term credit facilities to the industrial enterprises engaged in 
the manufacturing, preservation or processing of goods and mining and generation of power. Pakistan Industrial 
Finance Corporation was, later on, converted into the Industrial Development Bank of Pakistan on 01 August 
1961 under the Industrial Development Bank Ordinance, 1961 for providing medium and long term credit 
facilities to the industrial concerns, both existing and new ones, engaged in the manufacture, preservation or 
processing of goods and mining and generation of power. As a consequence of the emergence of Bangladesh in 
1971 the Regional Office of Industrial Development Bank of Pakistan was upgraded into Head Office and was 
renamed as Industrial Development Bank of Bangladesh through taking over the assets and liabilities of 
Industrial Development Bank of Pakistan. After the independence of Bangladesh in 1972 the Industrial 
Development Bank of Bangladesh was again renamed as Bangladesh Shilpa Bank (BSB) in October 31, 1972 
through the promulgation of Bangladesh Shilpa Bank Order, 1972 (President's Order  No. 129 of 1972). in June, 
2009 it was its Head Office Dhaka, 03 Zonal Office, 15 Branch Offices along with 674 employees, both 
authorized and paid up capital were the amount stood at Tk. 2000 million. The paid up capital was fully 
subscribed by the government‘ (BSB Annual Report, 2008-2009).  
 
B. Bangladesh Shilpa Rin Sangstha (Bsrs): Bangladesh Shilpa Rin Sangstha (BSRS) established on 
31 October 1972 by the President's Order No. 128 of 1972 to provide credit facilities and other assistance to 
industrial concerns and to encourage and broaden the base of investment of Bangladesh. (BSRS Order 1972) As 
a successor of Pakistan Industrial Credit & Investment Corporation (PICIC), BSRS inherited several projects 
financed by it. Pakistan Industrial Finance Corporation which had been in operation since 1949 was doing quite 
useful work but its operations were restricted to rupee loans. The capital market was in its infancy and could 
provide risk capital only to a few leading industrial houses. The inflow of foreign capital was impeded, among 
other things, by lack of bankable projects in the private sector. Although the nascent entrepreneurs were full of 
zest, there was no agency in the country to guide or help them in drawing up their projects or to avoid common 
pitfalls in their execution. Pakistan Industrial Credit and Investment Corporation (PICIC) were established in 
1957 to fill the gaps. PICIC embodies the theory and practice of development banking as it had evolved under 
the influence of World Bank which, in fact, had closely assisted in its establishment and growth. Thus PICIC is 
a privately Owned Development Bank established with the support of the Government and the World Bank. The 
Government had provided to the corporation long term rupee funds by way of loans, while the World Bank had 
allowed the corporation lines of credit in foreign currencies. BSRS was vested with the undertaking of the 
Pakistan Industrial Credit and Investment Corporation Limited (PICIC), Investment Corporation of Pakistan 
(ICP), and National Investment Trust (NIT) located in Bangladesh. Later, on 16 March 1987, The Investment 
Advisory Center of Bangladesh (IACB) was merged with BSRS. In June, 2009 it was its Head Office and two 
branches in Dhaka along with 239 employees, authorized and paid up capital were the amount stood at Tk. 2000 
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million and Tk.700 million respectively. The paid up capital was fully subscribed by the government. (BSRS 
Annual Report, 2008-2009).  
 

 2. Statement Of The Problem: 
There is a huge amount of outstanding loans and bad debt in the development banks due to poor project 
appraisal. The report has been lengthy, cumbersome, and mechanically repetitive. Their ROA and ROCE have a 
declining trend over the period. DB evaluates ―5Cs‖ while judging credit worthiness of the applicant that are- 
capital, collateral, character, capacity, and coverage. However, poor loan recovery rate testimony inefficient 
project appraisal and selection of borrowers (Nizami, 1991). The development banks have also a huge amount 
of overdue loan with a gradual increasing trend over the period (Bari: 2004). The implementation performance 
of projects in the private sector sponsored by Development Financial Institutions (DFIs) in Bangladesh during 
1972 -1985. It is observed that less than half of the total projects had been implemented and the time taken for 
project implementation was extremely long. But on average 18 months to a maximum of 2 years would be the 
requisite period for implementing a new project (Sobhan and Ahsa,1986). Strived to examine the operational 
policies and management of BSB and BSRS. There is thus a huge amount of loan default in most of the projects 
sponsored by the development banks in Bangladesh. Most of the private industrial units financed by these 
institutions are unsuccessful and chronic defaulters over the period (Sobhan and Ahsan,1988). DFIs in 
Bangladesh have been plagued by constant overdue causing anxiety to the GOB and foreign donor agencies 
including the Bank for Reconstruction and Development. The study indicated that most of the over dues were 
resulted from willful defaults. Bangladesh Shilpa Rin Sangstha (BSRS) have been seriously constrained by 
availability of loanable funds due to huge accumulated over dues. It is also evident from the study that in most 
of the cases, sanctions of industrial loans were managed by some of the loan defaulters through influence and 
undue process (Khan,1989). Lending programs of Bangladesh Silpa Rin Sangstha (BSRS). reveals that the 
operational efficiency of BSRS deteriorated during 1982-1986 as against the period 1979-1982. Industrial 
sickness held back the recovery of BSRS with increased over dues. The author recommended that the sick units 
should be given various supports in the fields of production, marketing, material supplies, provision for working 
capital, communication, managerial competence, etc. Close attention should be paid to the requirements of 
capital of the industrial units and their utilization so as to influence the productivity and profitability of the sick 
units. This may help avoid over capitalization and misuse of capital as well as the chronic problems of overdue 
from the enterprises financed by BSRS(Saha,1989). Scrutinize the loan repayment performance (LRP) of long 
term industrial projects financed by Bangladesh Shilpa Rin Sangstha (BSRS) using some criteria such as 
sectors, location, project-cost, security, interest rate, debt- equity ratio, scale, directors, classification, 
department, litigation, debt default, status, and ownership. The study found that all the above mentioned criteria, 
except debt-equity ratio, can significantly influence the loan repayment performance (Akhtaruddin,2001). BSB 
also provides finance in the form of guarantees for credit/loans, equity-support and working capital to its 
financed projects. The bank also performs other kinds of banking business on limited scale. The main problem 
as identified in the study is that the project appraisal reports of BSB are lengthy, cumbersome, and mechanically 
repetitive and not distinguishable one from author in spite of different sponsors and locations. The most 
revealing feature of BSB finance is that there is huge amount of bad debt loss (Choudhury, 2004). Thus the bank 
has problem with ever increasing low recovery of loans. Moreover, to rehabilitate sick projects BSB takes a 
measure of debt relief rephrase or rescheduling of the loan repayment. But the amount rephrased has been 
gradually increasing. Thus, on the whole, the overall operational performance of BSB was poor during the 
period of study. Poor performance of the bank was due to lack of coordination in the policies/directives, poor 
project appraisal, inexperience of the sponsors/ entrepreneurs and inadequate infrastructural facilities, natural 
calamites, etc. the small borrowers are regular in paying debt in contrast to large borrowers. Another revealing 
finding of the study is that the repayment performance of the public sector is better than that of the private sector 
(Paul, 1993). The legal framework for recovery of loan from the defaulting borrowers is expensive and time 
consuming and most of the big and habitual defaulters are often able to get undue and unjustified defense 
against any attempt taken by the bank to recover the loans. Poor appraisal, weak supervision, irregular follow up 
on the part of the bank tends to cause the loans to become stuck up.  

 
3. Types Of Loans:  
On the basis of various nature of financing, all the lending activities of BSB and BSRS are divided in the 
following two heads (A) Long term loan and (B) Short term loan: 

A. Long Term Loan: Loan which are given for more than five years, are brought under this heads: 

a) Long Term Project Loan: Long term project loan in foreign currency and local currency will be provided 
by BSB and BSRS for setting up of new industries for Balancing, Modernization, Replacement, and 
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Expansion (BMRE) of enterprises on selective basis. In case of very large projects, BSRS may co finance 
with other DFIs /Banks, local and foreign. 

b) Bridge Loan: Bridge loan or underwriting advances may be made against the public issue of shares 
underwritten for enabling companies to into commercial production before floating the shares of public 
subscriptions. 

c) Debenture Loan: BSB and BSRS also issues debentures for given loan facilities to industrial concern. 
d) Staff Loan: BSRS gives its employees loan facilities .There are various loan programs for staffs of BSRS 

.These are house building loans, Motor cycle loan against provident fund. 

B. Short Term Loan: In addition to providing long term loans, BSB and BSRS may also provide short 
advances and loans for the purpose of working capital of industrial concerns as per BSB and BSRS order 1972. 
It also provides short term loans and advances under commercial banking operation. Short term loans are given 
for less than or up to five years. Commercial branches provide the following two loans :( a) Secured Overdraft 
(SOD): Advance allowed against different financial obligations. (b)Consumer credit: BSB and BSRS plays a 
vital role in providing necessary finance to the fixed income group for buying items that are necessary for 
raising the quality of living through the consumer credit scheme. Through this special scheme BSB and BSRS 
offer necessity, convenience and comfort. 

Eligible Securities: BSB and BSRS obtain adequate securities for its loans to any project, value of security 
against the loans ordinarily 1.5 times of the loan. Loans will usually be secured by first mortgage and 
hypothecation of the existing and future assets of the project. The case of co financing first charge making 
paripassu may be acceptable to BSB and BSRS. In case of project to be set up in rented premises and any 
transport project, additional collateral security in the form of banking guarantee acceptable by the Board is to be 
obtained. Lending Limit: 

1. Total commitment of BSB and BSRS to a single enterprise whether in public sector or in the private sector 
shall not ordinarily exceeds 15 percent of the total equity of BSB and  BSRS. 

2. Concentration of loans & equity investments within a single industrial sub-sector shall not ordinarily exceed 
20 percent of the total equity of BSB and  BSRS. 

3. Total investment of BSB and  BSRS in stocks/shares shall not exceed 25 percent of its total equity. 

4. Total exposure of BSB and BSRS to more than one enterprise where one or more sponsors are common will 
not ordinarily exceed 25 percent of the total equity of BSB and BSRS.  

 

4. Categories Of Loans:  
All loans will be grouped into four categories for the purpose of classification namely-(a) Continuous loan ,    
(b) Demand loan (c) Fixed term loan, (d) Short term agricultural loan & micro credit: 

a) Continuous Loan: The loan account in which transactions may be made within certain limit and have an 
expiry date for full adjustment will be treated as continuous loans. Examples are-overdraft.  

b) Demand Loan: The loans that become repayable on demand by the bank will be treated as demand loans. If 
any contingencies or any liabilities are turned to force loans (i.e. without any prior approval as regular loan) 
those too will be treated as demand loans. 

c) Fixed Term Loan: The loan which is repayable within a specific time period under a specified repayment 
schedule is treated as fixed term loans. 

d) Short Term Agriculture & Micro Credit: Short term agriculture credit includes the short term credits as 
listed under the annual credit programmed issued by the Agricultural Credit and Special Programme 
Department (ACSPD) of Bangladesh Bank. Credit in the agriculture sector payable within twelve months 
will also be included herein. Short term micro credit includes any micro credits not exceeding Tk. 25,000 
and repayable within twelve months, be those termed in any names such as Non-agricultural Credit, Self 
Reliant Credit, Weaver‘s Credit or Bank‘s individual credit. 

 
5. Loan Sanctioning Procedures:  
First the entrepreneurs decide about the project by considering the prospect, expected demand and estimated 
profit. The Project Approval Department decides which project to be desirable and acceptable (BSB and BSRS 
Order 1972): 

The loan sanctioning procedures of BSRS are as follows:- 
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(a)  Loan Application from the Borrower with their Feasibility Report 
(b)  Discussion at top Management Committee for decision 
(c)  Prepare appraisal report by BSRS & cheek CIB report from BB 
(d)  Project approved or cancelled at project appraisal committee 
(e)  Sanction & Disburse with terms & conditions 

 
When a project is found viable in all respect e.g. from Management, Technical, Marketing, Financial, 
Economic, and Social respects then sanction is given with details terms and conditions. Elements of a Project 
Appraisal Report: 

 
6. Loan Disbursement Procedures: 
Disbursement of both foreign currency and local currency loan will be made as per terms and conditions of 
loans. The disbursement of loan amount will be provided on the basis of improvement of the project 
construction. There may be difference between the sanction and disbursement amount. BSRS have excellent 
supervising employee to justify the level of the equity investment by the borrowers of loan. BSRS have close 
monitoring intention to evaluate the project implementation level and to approve the limit of the further debt 
sanction from the BSRS to the borrower.The Disbursement Procedures are as follows-Sanction, Documentation, 
Partial disbursement for machineries, Evaluate the level of equity investment by the borrowers, approve the 
remaining amount for disbursement 
 

7. Loan Recovery:  
As the recovery performance of the DBs in Bangladesh has been gradually deteriorating over time, Government 
as well as the Board of Directors of the respective DFIs has taken programs for increasing the volume of loan 
recovery. In BSRS five Departments are especially responsible to deal with the recovery of the term loan. The 
short term loans are recovered through two commercial branches. BSRS provides a number of incentives, 
rebates and concessions to the borrowers for collecting the dues on or before scheduled dates. For loan recovery 
BSRS has five departments. They are- 
1. Recovery department-1, 2. Recovery department-2, 3.Law department -1, 4.Law department-2, 
 5. Investment banking department.  

At end of the project implementation, the project Implementation Department sends the file of the project 
recovery department and the function of the recovery department start to recover the amount of loan. 

Recovery Department -1 work for the search of best policies and guidelines for recovery by following the 
Bangladesh Bank BSB and BSRS approved guidelines. Recovery department -2 is responsible for mainly three 
types of activities. These types of activities are- 

1. Supervision work of loan, 2. Follow-up of advances, 3. Monitoring of advances; 

1. Supervision Work Of Loan: Supervision of work gives more emphasis on proper end use of advance. We 
understand the supervision means that a proper control over the borrowers‘ operation to ensure end use of funds. 
It includes adequate arrangement by the Sangstha for maintaining close contact with the borrowers and their 
activities in order to remain well informed about the position and progress of the purpose financed and to 
suggest the appropriate guidance to the borrowers, where necessary, 

2. Follow-Up Of Loan: Follow-up of loan starts immediately after disbursement of loan amount. It ensures 
more in timely recovery of loans and advances. The follow-up includes work at- Pre-disbursement, 
Disbursement, Post disbursement, Recovery stage: 

Recovery departments are responsible for supervision and follow-up. The recovery department performs 
its duties in the following ways  

a) Reasons of default or delayed for the payment of loan installment 

b) Regular inspection of the security and verification of the document 

c) Keep regular contact with the borrowers 

d) Visit the project as and when required by the officer and prepare and overall report about the visit and submit 
it to the management of the Sangstha. 

e) Proper observation on the inflow and outflow of the sponsor‘s fund.To ensure that operations of accounts are 
regular, audited and there is no indication of default and overdue. 



                       Global Journal Of Management Science and Technology (www.gjmst.com)          Vol. 1 Issue. 2 

  ISSN 2277-5978  (Online)                        March|2012                                       www.gjmst.com Page | 10 

 

 
3. Monitoring Of Advances: Monitoring is a process of ensuring that performance takes palace in conformity 
with the plan and policies. It continues throughout the life of the loan. BSRS have to monitor at the following 
two stages- 
1. During implementation stage, 2.During operation stage  

Recovery In Investment Banking Department:  
The Investment Banking Department is a separate entity from the BSRS. The income of this department is 
calculated as a separate entity for which this department has to be responsible. As responsibility Accounting is 
most applicable to this department, BSRS is a member bank of this department-funded project. For the recovery 
of overdue, this department requires cooperation from the law department of BSRS. 

Other Recovery Policies: Officials of the concerned department visit the project personally. 

a) Continuous communication with the sponsors through telephone, fax, personal visit, etc. 

b) Personal property of Directors, Managing Directors of the sponsors is attached as collateral security which 
may be sold due to recovery of loan overdue by Law Department-2 

c) 5 percent rebate is allowed to the sponsors who pay the installment before the due date. 

d) Allows the default borrower to repay the loan at free of interest in some cases. 

e) Provides the rescheduling facility to the sponsor for the recovery of loan, which may be with interest waiver, 
or not. 

f) Legal action of BSRS causes recovery for the moral persuasion of the sponsors  

g) Appointment of agent or receiver to recover the overdue. 

h) Communication with the granter of the loan for recovery of overdue  

i) Law Department -2 applies section 33, 34 of BSRS Order, 1972 to recover default amount. 

 
Table: 1 Classification Of Loan And Provisioning 

Classification 
Status 

Classification 

Types of loan Rate of 
Provision 

Continuous loan 
Term Loan 
Up to 5 
years 

Above 5 
years 

 

1 Unclassified Less than 3 
months 

Less than 6 
months 

Less than 
12 months 

1% 

2 Substandard  3 months or more 
than 3 months but 
less than 6 
months 

6 Months 
or more 
than 6 
months 

12 months 
or more 
than 12 
months 

20% 

3 Doubtful 6 Months or more 
than 6 months but 
Less than 12 
months 

12 months 
or more 
than 12 
months 

18 months 
or more 
than 18 
months 

50% 

4 Bad & Loss 12 months 18 months 
or more 
than 18 
months 

24 months 
or more 
than 24 
months 

100 
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Table: 2 Trends In Disbursement, Recovery, Outstanding, And Overdue Of Loans And Advances Of Bsb 
During 1999-2009                                                                                                             (Amount in million taka) 

Year Disbursement Recovery Outstanding Overdue 
Overdue to 
Outstanding 
(%) 

1999-00 361 1224 19215 11595 60.34 

2000-01 134 1400 18602.3 10682.17 57.42 

2001.02 84 1198 17730.8 9480.97 53.47 

2002-03 170 1316 14374.6 6996.81 48.67 

2003-04 297 1124 13998.1 7371.71 52.66 

2004-05 144 1391 652.65 NA NA 

2005-06 485 1158.85 556.16 NA NA 

2006-07 534 1065.71 8164.81 NA NA 

2007-08 384 981.2 7660.02 NA NA 

2008-09 616 908.29 8064.04 NA NA 

Total 3209 11767.05 109018.48 46126.66 272.56 

Average 320.90 1176.71 10901.85 9225.33 54.51 

SD 185.80 164.51 6950.78 2012.79 4.50 

CV 57.90 13.98 63.76 21.82 8.26 

Source: Annual Reports of BSB, NA=Not Available. 

Table 2 presents disbursement, recovery, outstanding, and overdue of loans and advances of BSB during the 
period of study. It is observed that the absolute amount of disbursement increased to Tk. 616 million or 1.71 
times in 2008-09 from Tk. 361 million with an average of Tk. 320 million or 0.89 times. Thus over the period it 
has a decreasing trend, which testimony negative growth in business expansion. But no business entity can 
survive with negative growth in its activities. The absolute amount of disbursement had also negative growth. 
The average amount of recovery over the period was Tk. 1176.71 million or 0.96 times from Tk. 1224 million in 
1999-00. The absolute amount of outstanding had a decreasing trend over the period. It decreased to Tk. 
8064.04 million or 0.42 times in 2008-09 from Tk19215 million in 1999-00. It is a positive sign that outstanding 
amount had a decline trend over the period. The absolute amount of overdue had also demonstrated a decreasing 
trend over the period. On average it decreased to Tk. 9225.33 million or 0.80 times from Tk. 11595 million in 
1999-00. Overdue to outstanding ratio had a fluctuating but decreasing trend over the period. The inference is 
that the volume of business of BSB had a decline trend over the period of study.  

Table: 3 Trends In Disbursement, Recovery, Outstanding And Overdue Loans Of Bsrs During 1999-2009                               
                                                                                                                                         (Amount in million taka) 

Year Disbursement Recovery Outstanding Overdue  Overdue to outstanding (%) 

1999-00 151.07 278.13 18219.89 15724.55 86.3 

2000-01 71.9 351.51 17853.59 15439.47 86.47 

2001-02 51.43 322.38 17465.12 14718.83 84.27 

2002-03 27.21 468.93 16525.73 5616.71 33.98 

2003-04 10.2 298.01 7039.89 4781.8 67.92 

2004-05 57.2 289.48 6179.18 1198.99 19.4 

2005-06 74.2 313.21 2951.03 785.27 26.61 

2006-07 00 224.78 2324.58 798.7 34.35 

2007-08 104.6 220.3 2108.67 795.42 37.72 

2008-09 309.84 313.51 2168.97 1146.25 52.85 

Total 857.65 3080.24 92836.65 61005.99 529.87 
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Source: Annual Reports of BSRS 
Table 3 presents disbursement, recovery, outstanding, and overdue of loans and advances in BSRS during the 
period of study. It is evident from the table that the average growth of disbursement in BSRS was negative 
during the period of review. The average amount of disbursement was decreased to Tk. 85.77 million or (0. 57 
times) from Tk. 151.07 million in 1999-00. Thus the business of the entity had a declining trend, which suggests 
hard time for survival of the enterprise in the long run. The amount of recovery had increased to Tk. 313.51 or 
1.13 times from Tk. 278.13 in the base year 1999-00. The average recovery had also an increasing trend. The 
average recovery was Tk. 308.02 or 1.11 times from Tk. 278.13 in the base year. This is a positive sign for the 
enterprise. The amount of outstand loan in BSRS was too high during the whole period of review. However, it 
had a declining trend over the period. It declined from Tk. 18,219.89 million in 1999-00 to Tk. 2168.97 in 2008-
09 with an average of Tk. 9283.67. In relative term overdue to outstanding fluctuated between 19.4 percent in 
2004-05 and 86.47 percent in 2000-01 with an average of 52.99 percent. Thus on the whole, the performance of 
BSRS as regard to disbursement, recovery, outstanding and overdue of loans and advances was not at all 
satisfactory. 

Conclusion: 
In BSB a positive sign that outstanding amount had a decline trend over the period. Thus over the study period it 
has a decreasing trend, which testimony negative growth in business expansion. But no business entity can 
survive with negative growth in its activities.  The absolute amount of overdue had also demonstrated a 
decreasing trend over the period. In BSRS the average growth of disbursement in BSRS was negative during the 
period of review. Thus the business of the entity had a declining trend, which suggests hard time for survival of 
the enterprise in the long run. Thus on the whole, the performance of BSRS as regard to disbursement, recovery, 
outstanding and overdue of loans was not at all satisfactory. The policies undertaken by them are more or less 
the same. Despite their policy measure the growth of this sector has been rather sluggish. No broad based 
entrepreneurial class has yet been developed. The number of sick industries has been increasing day by day. In 
fact, the selected development banks have failed to achieve their desired objectives. Faulty appraisals have let 
the development banks to faulty judgments, creating spectra of rising overdue loans, which obstruct the return 
flow of funds. These two development banks have been suffering from numerous problems such as inefficient, 
poor and low recovery of loans. Most of the private enterprises financed by these institutions have been 
unproductive and chronic defaulters over the period. MIS system of the selected development banks in 
Bangladesh were also faulty and to some extend disorganized. Most of the overdue loans in the development 
banks are the outcome of willful default. The dishonest sponsors have been utilizing their socio-political 
linkages for getting loans. They do not pay loans in spite of their repayment capability. It is difficult for the 
development banks to impose penalties on defaulters. BSB and BSRS key financial indicators of shows that same 
scenario of poor recovery of loans and overall financial management. The legal framework for recovery of loan from 
the defaulting borrowers is expensive and time consuming and most of the big and habitual defaulters are often 
able to get undue and unjustified defense against any attempt taken by the bank to recover the loans.  
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Abstract 
India being the largest democracy with stable, mature, vibrant and exemplary democratic governance and 
institutions, boasts of quality B-Schools, which attract student community in large numbers every year. There 
are almost 10 million graduates in the country passing out annually. This number is set to rise in the future. But 
it has been a sad story that most Business Schools in India simply copied the two year modules from the West 
(particularly USA) with minor adaptations rather charting their own path by changing the philosophy of 
Management Education to one that relied more on practice, diversity of students and focus on building 
sustaining careers. Today, our graduates are not 'industry ready' in terms of specialist skills. On the other hand, 
the industry is screaming for educated 'masses'. Even if we take all the students from all the B-schools put 
together in the country, there will be a shortage of skilled manpower and domain expertise at all levels. This 
research paper highlights and bridges the gap between corporate expectations from the young talent and 
meeting the needs of the latter, by providing growth prospects and corporate requirements. The paper also 
points out that in today’s global arena, the role of management institutes has moved far beyond just providing 
skills that will help students get a good job.  The focus has shifted to creating global leaders and responding to 
newer challenges 
 
 Keywords:-Management program, knowledge, leadership skills, Communication skills 
 

Introduction 
In the last century, the world has witnessed swiping changes in social and commercial life. These have been 
triggered by rapid technological advancements coupled with even quicker social adoption further catalysed by 
unbelievable changes and realignments of Geo Political and Trans-world trade scenario. We are encountering 
today doubling of speed and complexity of products and services entering and leaving the markets. Whilst all 
this happening at humongous pace, the Management Education curriculum and practice continue to still bask in 
the glory of once a revolution created in 1908 by the Mecca of Management Education, Harvard Business 
School in form of introduction of two year MBA programs. 
 
In the context of a rapidly changing environment and shifting business needs, Management program in India 
face significant challenges as they struggle with basic questions of purpose, positioning, and program design.  
Among the Indian executives, deans, and faculty there is board agreement that management programs need to 
do much more to help students understand their responsibilities to multiple stakeholders, develop critical 
thinking and integrative thinking skills, and   deepen their understanding of phenomena such as globalization, 
leadership, and innovation. 
 

Requirement Of Management Education 
What India needs is skilled, self-aware leaders who can tackle global problems, act creatively in uncertain, 
ambiguous environments, and get things done in complex situations.  To achieve these goals, professional 
business education must emphasize three interrelated components: ―knowledge,‖ ―doing‖ and ―being.‖ 
The ―knowledge‖  component refers to the facts, frameworks, and theories that make up the core understandings 
of a   profession or practice - for example, the differences among an income sheet, the strategies of cost 
leadership and product differentiation, the measurement of cost of capital, and the four P‘s of marketing.  
The ―doing‖ or ―skills‖ component is the capabilities and techniques that enable a manager to practice his or her 
chosen field—how to think integratively, act innovatively, implement a project, give performance feedback, and 
communicate effectively.  
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The ―being‖ or ―awareness‖ component refers to values, attitudes and beliefs: the commitments and purposes 
that constitute a manager‘s character, worldview, and professional identity.  There are things that every business 
leader should be aware of –the purposes and goals of organizations, how to inspire and motivate others, and how 
to act ethically. 
 
The challenge for business education is that for the most part, management programs have emphasized knowing 
at the expense of doing and being.  At its core, business schools need to do two things: reassess the facts, 
frameworks, and theories that they reach (the ―knowing‖ component), while at the same time rebalancing their 
curricula so that more attention is paid to ―doing‖ and ―being.‖ Students need to understand the limitations of 
theories, the challenges and complexities of applying these theories in practice, the associated skills and 
attitudes required for thoughtful, effective application, and the critical lenses and judgment needed to evaluate 
specific contexts accurately and to draw correct conclusions.  Rebalancing management education towards 
―doing‖ and ―being‖ means paying greater attention to skill building and the development of personal capacities 
and perspectives.  Without ―doing‖ skills, knowledge is of little value.  And ―doing‖ will be ineffective without 
the self-reflection on values and beliefs that are essential for leadership. In this regard  case studies help students 
understand the context, environment, economy and business better as the business schools should develop the 
ability in the to become CEOs in the future and case -based study is very effective in the process. It gives all 
details regarding the problem and the solution.  
 

Requirement Of Management Program 
The program, curricula, and pedagogical changes necessary to respond to an opportunity for management 
programs in India to innovate and change.  Some of the important changes required are:  Thinking critically and communicating clearly: Developing and articulating logical, coherent, and 
persuasive arguments: marshaling supporting evidence: and distinguishing fact from opinion.  The critical 
Analytical Thinking (CAT) course at Stanford Graduate School of Business aims ―to improve students‘ 
reasoning and argument building skills, while also helping them to read and listen critically.‖  The course 
develops these skills by ―helping students to think about causal inference, ask the right questions, work out the 
logic behind an argument, and uncover assumptions.‖  CAT employs a small group seminar-style format with a 
faculty member leading a group of fourteen to sixteen students.  Before each seminar, students write a three-
page paper on difficult, divisive questions like ―What responsibilities do corporations have to society? How do 
corporate culture and national culture interact? And ‗What is the relative power of extrinsic and intrinsic 
motivators on employees? Students are taught how to approach questions by using deductive arguments, 
causative reasoning, inductive arguments, and analogical reasoning.  The papers are graded by professors for 
content and by writing coaches for styles. 
 Thinking creatively and innovatively: Finding and framing problems; collecting, synthesizing, and distilling 
large volumes of ambiguous data; engaging in generative and lateral thinking; and constantly experimenting and 
learning. 
 Developing leadership skills: Understanding the responsibilities of leadership; development alternative 
approaches to inspiring, influencing, and guiding others; learning such skills as conducting a performance 
review and giving critical feedback; increasing self-awareness; and recognizing the impact of one‘s actions and 
behaviors on others. With India struggling to pinpoint the next generation of baton holders, there is a demand 
for leadership training from MNCs as well as public sector firms. The dependency on soft skills, performance 
management and keeping the right talent has never seemed so important. ―Janta management has become the 
key‖. 
 Gaining a global perspective: Identifying, analyzing, and practicing how best to manage when faced with 
economic, institutional, and cultural differences across countries.  The management market has expanded in the 
last decade and the students should be able to compete globally to be successful. The market wants more 
diversity among management students, global exposure, either through pre-management work experience or 
during the management, sensitivity to cross cultural issues from more diverse sectors.  

  

Role Of Management /Business Schools 
The Business Schools have to put in place a number of initiatives to ensure that the students move beyond what 
is taught in the classroom. The schools have to understand that Academic prowess alone cannot take a fresh 
management graduate far.  The world today is a global village and to thrive in such an environment, 
management graduates need good industry exposure and a spirit of entrepreneurship. 
 
Important aspect today is making of managers beyond classroom lectures and books. The huge focus on team 
work for projects, simulation games, video-based learning and extra-curricular all play their role in making good 
manager. The moment a student joins the management college, he or she is a manager. 40% of the learning 
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should take place in class and 60% outside through live projects or even organizing the extra – curricular events 
on campus. 
 
The Business Schools should emphasize on the development of soft skills through the organization of various 
events. The students should be given responsibility of organizing these events. It will lead to development of 
leadership skills. It will also lead to experiential learning where students practice working together on a team, 
develop interpersonal skills and resolve conflicts, as well as interact with various other people to learn about the 
aspirations, motivations, and desires of individuals very different from themselves. 
 
The Business Schools should develop in the students carve for visualizing their goals. They should ask 
themselves questions like where they want to be in the next ten years and then work on their strengths. They 
should not ask why this is happening to me. One gains nothing from cribbing. While it is important to not repeat 
their mistakes, they must not negate themselves the possibility of success by being afraid of failure. 
 
The Business Schools from day one should emphasize that students should go for self improvement which is a 
process of discovering their strengths and weaknesses so as to constantly assess their own capabilities. To work 
on their personality, they use the right resources – reading material, audio books, taking help from guides and 
mentors or simply by introspecting. Once their journey inwards begins, success in the outside world will already 
be theirs. As Chris Majer proposes the power to transform lies within you. 
 
The Business Schools should bring in an additional method of evaluation i.e. forming Specialization Related 
Group for Group Assignments. Here students are to be handed over projects based on what they study. They 
should then monitor and evaluated on how they execute these group projects. So students end up spending about 
half their day in the classroom and the rest of it outside, working on the practical aspects of businesses. 
 
The Business Schools should inculcate in students the habit of reading newspapers especially business 
newspapers and should make analysis of corporate news as a regular phenomenon. The business awareness tests 
should be conducted every week whose score should count towards their overall grade for the semester. Domain 
test should also be introduced to where students are to be quizzed on their area of specialization. The score in 
Domain test should also be a significant part of students‘ internal assessment. 
 
The Business School should emphasize on implementation of case study approach.   Case studies help students 
understand the context, environment, economy and business better as the business schools should develop the 
ability in the to become CEOs in the future and case -based study is very effective in the process. It gives all 
details regarding the problem and the solution. In all it improves decision making. 
 
The Business School should also focus on development of Business Plan by the students so that they can equip 
themselves with the development of business strategies in the competitive environment after analyzing various 
facets of complex business environment. 
 
B-Schools should act as a bridge between local challenges, individual aspirations and international trends. The 
need of the hour is to imbibe a global outlook among management students.   
 
B-Schools should understand the importance on market exposure of the students. They should invite industry 
experts and professionals from various sectors to give their students a broader perspective. Besides what is 
covered in the syllabus, industry exposure increases awareness of market trends even before students actually go 
out to work. Summer internship is a good way for students to get hands on experience. 
 
The Business Schools should also emphasize on extra-curricular activities taken up by the student and the type 
of role he plays in these activities.  Gone are the days when a score of 90 per cent in the examinations was 
enough to tempt a company. Now the academic achievements need to be supported by extra-curricular 
accomplishments. Extra-curricular activities are a good source for imbibing these qualities and thus, have slowly 
crept upwards in the priority list of recruiters. 
 
The Business School has to regularly update the curriculum with more recent and relevant cases and theories 
being taken up. The faculty is to be in constant touch with the industry so that it can help students to learn the 
changing dynamic in each domain.  
 
Earlier, in India, we recycled knowledge from the west, disseminated that and created managers and leaders. 
Today we need to increase research productivity and come up with new theories and frameworks rooted in the 
Indian context. 
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Why Corporates Hire Management Graduates 
What creates demand for Management graduates? Why many employers pay a premium to hire them? What 
skills and abilities differentiate employees who hold Management degree from other employees? The majority 
of employers (75% or more) report that compared with other employees at the same job level employees with an 
management degree demonstrate higher or much higher abilities in  managing strategy and innovation,   strategic and system skills,   knowledge of general business functions   managing decision-making processes, and   learning, motivation, and leadership. 
 

What Corporate Expect From Management Students 
The process of employee recruitment today has given a new dimension to cut-throat competition. As numerous 
applicants get eligible for every new position, the parameters considered to judge them has widened too. Gone 
are the days when a score of 90 per cent in the examinations was enough to tempt a company. Firms recognize 
that a degree in business does not prepare a student for the specifics of a certain job. Most every position offers 
on-the-job training. However, firms seek management graduates for their ability to perform other tasks and for 
intangible assets acquired while in business school. 
 
Strategy:  Businesses expect business graduates to have a strong sense of business know-how and corporate 
strategy. Because business students take courses in a variety of disciplines including human resource, marketing, 
finance, international business, information technology etc. students grasp the strategy, aims and directives of 
these divisions better than operatives with no professional education. Furthermore, students read case studies 
about the successes and failures of well-known corporations. Students bring these lessons into the workplace. 
 

Communication: Companies seek employees with strong writing and speaking skills. Many business school 
curriculums mandate that students take coursework in public speaking, business writing and computer 
programming. From these classes, students learn how to convey messages in a succinct and professional tone. 
Corporate outlines additional communication expectations of business school students including effective 
negotiation, addressing the needs of customers and being assertive. Students also learn how to delegate and use 
communication to operate with a high degree of efficiency. Corporate also expect students to be proficient in 
business-related software and communication programs. Firms save time and money by not having to train these 
new hires on such programs. 
 
Ethics: Business students learn the parameters of business and how to act ethically within those boundaries. 
Coursework should emphasize how to recognize harassment, bribery and other unethical conflicts. Business 
schooling also trains students how to mediate and resolve these conflicts. Stephen Arbogast, author of the book 
"Resisting Corporate Corruption," explains how business schools also have a role in preventing corporate 
scandals by instilling ethics in students through coursework. 
 
Ambition And Work Ethic: Team projects and a willingness to work long hours are traits most students learn 
in business school. Such characteristics translate well to the corporate environment where students are expected 
to work with others and in some cases work 60 hours a week. Additionally, students view advancement through 
coursework and degree programs as a sign of success and personal accomplishment. After getting certification, 
this ambition often transfers to a desire to advance within the corporate structure. Companies recognize the work 
drive of students and wish to harness this energy by hiring diligent, ambitious employees. Corporate outline the 
ability to work independently as another attribute necessary for business students pursuing the career of a 
Management Professional. Other desired skills include problem-solving and self-confidence. 
 
Decision Making: Decision making ability is a key component of a manager.  He needs to choose one course of 
action from all available alternates for the maximization of organizational profit.  As management education is 
all about decision making ability, the focus of the institutions should be on decision making skills.  Business 
Schools should come up with the concept of decision incubators.  Here, different groups should be made with an 
allocation of projects to the students.  These projects should be integrated with the corporate where they must try 
developing their decision making acumen.  The better way  of making smarter decisions is learning from 
experience and not repeating the same mistake again,  through these projects student will get both and 
experience and learning.  Once they pass out from the business school they are better equipped and industry 
ready managers and it leads to win - win situation for both. 
 

http://www.ehow.com/business/
http://www.ehow.com/careers/
http://www.ehow.com/education/
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Followings are the experiences shared by corporate professionals  IBM is really looking at what it calls the ‗T‘ shape of skills, with the upper bar of the letter T showing the 
width of skills (finance, organizational behavior, marketing, etc), and  the lower bar demonstrating its depth-
domain experience.  In other words, a good   blend of depth and width could help the wannabe IBM‘er along 
the road.  

  At the diversified Essar Group, again theory and practice is stressed. Adil Malia, Group President –HR, Essar 
Group states that ―B-Schools explain value chain, they   cannot do value creation,‖ He believes that just like 
in medical schools, where students compulsorily go through a year‘s internship in hospitals before getting 
their coveted MBBS degrees, management students too need to spend more time in the practical realm. A six-
month internship for starters, is his firm recommendation. The remedy lies in B-Schools focusing on value 
creation more than anything else. The industry will benefit of more and more practical managers come and 
teach students in business schools, rather that the odd corporate lecturer who makes rare appearance by 
invitation. Regular industry interactions need to be linked to the examination system for a more holistic 
learning experience.  

  P Dwarkanath, Director ,Human Capital at Max India( A Health Major ), states that he asked 25 students what 
they meant by HR.  They all answered the same way like parrot. He says Business Schools have very little 
clue of what customers want these days.  In this industry (healthcare), service orientation is sacrosanct and 
sadly that is lacking so is the focus on customers. When B-Schools started out, the whole focus was on mass 
consumption (manufacturing and FMCG) but never on services, quality and cost of delivery.  But India today 
is largely a services economy and this calls for a change in mindset‖. He counts the five principles that are 
used to recruit candidates apart from domain knowledge-street smart, sense of humor, care for people, sound 
judgment and high levels of energy.  All that, of course, boils down to being a team player, something that 
Dwarakanath feels is not being addressed by B- Schools. 

  Mahesh Aras, COO JP Morgan India states that what we need to emphasize on is that students should know 
admitting mistakes is better than covering up.  He believes that while Business Schools in general focus on 
technical aspects of management education, it is the qualitative approach to cultural sensitivities and other soft 
skills that somehow seem to go amiss.  In the western world on the other hand, we get a lot more diverse 
talent since their education system is much wider. 

  Meghana Kulkarni, manager HR - admin, DesignTech Systems Ltd gives an insight, "The involvement of 
candidates in extra-curricular activities gives an idea about their traits, strengths and overall personality. For 
example, a candidate who has been a sports captain will be a good team player and possess leadership 
qualities. In fact, candidates involved in any activity, irrespective of their exact nature, would generally 
possess good time-management skills (as he/she would be pursuing these activities along with their education 
or career), dedication and a sportsman spirit." 

  Renuka Krishna, AVP, talent search & deployment, KPIT Cummins Infosystems Ltd., explains, "When 
allocating resources to work, we need to ensure the right fit. Round pegs in square holes are a recipe for 
disaster anywhere. It is the employer's responsibility to be able to identify the right role for the right person 
based on his/her skills." Thus, companies today look at many different facets of the applicant and knowledge 
must go hand-in hand with co-curricular skills to achieve an optimum temperament for working.  

  

Lesson For Students 
While business schools will provide the management student the fundamentals of the business management 
knowledge as well as technical or quantitative skills, they shouldn‘t forget that communication skills are as 
important to their job prospects as all the other skills they learn in their management program. They should 
make sure they develop good leadership and presentation skills; they could have the best budget-management 
skills, but if they can't communicate well with their colleagues and clients, their skills will be of no use to an 
employer. 
 
The students should also make sure that they pursue jobs in industries and companies where they are confident 
they will be a good fit. They should determine the industries, jobs, and companies with the right fit for them. 
Management students need to realize that they must utilize the two years of their programme productively to 
become industry ready. 
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Epilogue 
In conclusion, we would submit to all these who want to learn and also those who want to facilitate management 
education to Introspect, Re-look at the Curriculum – Pedagogy and transform the education at B-school for the 
modern youth, who are smart, far more aware and adaptive to technology based learning, to equip and enable 
them for the complex and ever so dynamically changing Business environment and challenges of a globally 
shrunk world and rapidly reducing cycle times. The answer lies in designing, developing and delivering industry 
focus program in Management that will groom ―Day one Job Ready Manager‖ with ―Global mind set‖ who can 
build exciting careers for themselves and thus taking us in the next century at a pace that is fitting. 
 

References  
 ―Scaling new Peaks‖ By Veena Aruldass, The Economic Times, 24 May, 2011 
 ―Raw Materials For B-Schools‖ By Prof(Col) A Balasubramanian, The Economic Times, 24 May, 2011 
  ―Accelerated Management Education-Why not 1 than 2‖ By Dr Sunil Rai, The Times of India Delhi , 20 May, 2011 
 ―Company Compass: What recruiters really want from business school graduates‖  
By Moinak Mitra, The Economic Times – Corporate Dossier, 15 April, 2011 
 ―Knowing, Doing, Being‖ By Srikant Datar, The Economic Times – Corporate Dossier, 15 April, 2011 
 ―Case in Point‖ By Parag Dave, The Economic Times – Corporate Dossier, 15 April, 2011 
 ―Balance is key‖ By Writankar Mukherjee , The Economic Times – Corporate Dossier, 15 April, 2011 
 ―Course Correction‖ By Devina Sen Gupta, The Economic Times – Corporate Dossier, 15 April, 2011 
 ―Ideas Factory‖ By Sreeradha D Basu, The Economic Times – Corporate Dossier, 15 April, 2011 
 ―Pune Code‖ By Priyanka Sangani, The Economic Times – Corporate Dossier, 15 April, 2011 
 ―The Extra Edge‖ By Palak Bhatia, The Times of India – Ascent, 18 May, 2011 
 ―What Do Businesses Expect From a Business Degree Graduate?‖ By Catherine Capozzi, updated: January          14,2011,Retrieved  
from http://www.ehow.com/info_7781584_do-expect-business-degree-graduate.html on 10 May 2011 
 ―Invest in your personality‖ By Unnati Narang, Retrieved from 
http://www.itsmyascent.com/candidate/faces/jsp/article.jsp;jsessionid=DF04F4CE671197065943BFDD9E873B3C.node1?index=0  on 10 
May 2011 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

file:///C:/Users/kiit/Desktop/What%20Do%20Businesses%20Expect%20From%20a%20Business%20Degree%20Graduate%3f”%20By%20Catherine%20Capozzi,%20updated:%20January%20%20%20%20%20%20%20%20%20%2014,2011,Retrieved%20from
file:///C:/Users/kiit/Desktop/What%20Do%20Businesses%20Expect%20From%20a%20Business%20Degree%20Graduate%3f”%20By%20Catherine%20Capozzi,%20updated:%20January%20%20%20%20%20%20%20%20%20%2014,2011,Retrieved%20from
http://www.ehow.com/info_7781584_do-expect-business-degree-graduate.html


                       Global Journal Of Management Science and Technology (www.gjmst.com)          Vol. 1 Issue. 2 

  ISSN 2277-5978  (Online)                        March|2012                                       www.gjmst.com Page | 19 

 

Human Settlements Growth In South-West Nigeria: 
Needs For Urban Policy Reform And Implementation 

Simon, R. Funsho (MNITP) 
Department of Estate Management, School of Environmental Sciences 

Covenant University, Canaanland, Ota. Ogun State, Nigeria 
E-mail: funshosimon@yahoo.com 

+2348036001704, +2348022437669 

 
Abstract 
South-West Nigeria, the focus of this study affirmed that urban centre morphology of the Yoruba settlements has 
a direct relationship with the historical antecedence of the environment. Most of the locations under this study 
have been in existence before the colonial era that is, a time before 1830.  Some researches have established the 
fact that the early settlements of this region of Nigeria existed few millennia before the spread of agriculture 
3,000 years ago  
 
The study evidently depicts that settlements in south-west Nigeria are characteristically both urban and 
nucleated rural in nature. The rural settlements are explained by cultural, historical, economic and ecological 
factors. Moreover the zone’s environment could be described in terms of her climate and vegetation both of 
which has influenced human activities, the growth pattern and distribution of the settlements. The study further 
espouses the challenges of this region of Nigeria to include urban crisis (high population increase) due to in-
migration and natural increase and unemployment of majority of the young adult.  
 
The research in his findings revealed that the problems identified in the studies arose from the region’s high 
urbanization rate which has risen to 70% using 2006 population census figure.   
 
It is the submission of this paper that authorities at all level of government begin to collaborate with other 
stakeholders and other development agencies, working with the private sector and with the citizens to create the 
political will; make essential policy reforms; significantly upgrade human and institutional capacity; and 
mobilization for increase in financial resources for the region’s urban housing and essential services. 
Key words:  Environment, population, Settlement, urbanization. 

1 Introduction 
The South-West is one of the Nigeria geo-political regions inhabited majorly by Yorubas origin and comprises 
of six states including Lagos, Ekiti, Ogun, Ondo, Osun and Oyo States. This area extends on average about 300 
km in from the coast, and contains a number of distinct ecological zones. Figure 1. a & b depict the major towns 
in Yorubaland(South-West, Nigeria).  
 
Geographically, South West Nigeria covers up to one-eight (or 78,771 sq.km) of the present total land area of 
Nigeria. According to the 1991 and 2006 census figures, the region has a total population of 17,455,043 and 
28,556,841 respectively accrued from the constituting states' population figures of - Lagos, Ogun, Oyo, Ondo, 
Osun and Ekiti. This most important area of Nigeria is dominated by Yoruba nation, one of the three largest 
spoken language in the country. As a result of this connotation, in this paper the 'South west Nigeria' shall be 
used interchangeably with ‗Yorubaland‘. The focus of the paper shall be on the origin (antecedent), physical 
environment, socio-cultural and economic inclination upon which we can say the existence of the region and its 
settlements are anchored.   
 
All evidence suggests that the early settlement of south west Nigeria existed few millennia before the spread of 
agriculture 3,000 years ago (USLOC, 2011). Although archeological research has made great strides in 
identifying some major developments, comparatively like archaeological work has been undertaken. The earliest 
known example of a fossil skeleton with negroid features, perhaps 10,000 years old, was found at Lii Ileru in the 
region and attest to the antiquity of habitation in the region. Stone tools, indicating human settlement, date back 
another 2,000 years, at this time, hunting and gathering gradually gave way to subsistence farming on the fringe 
of the forest in the first millennium B.C. The cultivation of staple foods, such as yams later was introduced into 
forest clearings. History supports that the stone ax heads imported in great quantities from the north and used in 
opening the forest for agricultural development, were venerated by Yoruba descendants of Neolithic pioneers as 
―thunderbolts‖ hurled to earth by the gods. Today the following Yoruba sub-groups that lived together within 
the areas include Egba, Agbado, Ijebu, Oyo, Ondo, Ekiti, Ife, Ijesha,Ondo, Ilaje, Akoko and Owon. 

mailto:funshosimon@yahoo.com
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Fig. 1.00: Map of Nigeria showing some selected major cities including South-   
        West region 
 

 

Fig. 1.00b: Map of Nigeria showing States in the south-west  

Source: Satellite imagery. Accessed in January 29, 2012 

2.Settlement Classification In South West  
For the purpose of clarity and comprehension, it is important to define the term ‗settlement‘ which is nothing 
else but a human living domain in any location. It is being described as a fundamental spot for human 
production and living, mainly consisting of residence, street and productive and living utilities. It is a spatial 
complex with many functions, and a basic unit to sketch the human spatial distribution as well. Generally 
speaking, settlement usually consists of cities, towns, villages, sanatoriums the living districts of farming, 
forestry and livestock farms and all village hamlets, in addition, livestock area‘s tents and isolated houses in the 
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regions with sparse population, such as cottages, railway stations, highway maintenance squads, hydropower 
stations etc are all regarded as settlements by some scholars. L. Ronghua & C. Xiangman (1997)  
 
Yoruba settlements are often described as primarily one or more of the main social groupings called 
"generations". According to the early history, as documented in US Library of congress the ―generations‖ 
include: 
  
The "first generation" accommodates towns and cities known as original capitals of founding Yoruba 
states/kingdoms. Cities based on when they came into existence. 

The "second generation" consists of settlements created by conquest. 

The "third generation" consists of villages and municipalities that emerged following the Yoruba wars. 
While this classification looks acceptable going by historical antecedent of the region and its people, we may 
equally add the fourth generation – to include colonial and post colonial era which ushered in the modern era of 
civilization when settlements of the region were beclouded with poor conditions of living and slums evolution -
an evident of a high rate of urbanization of the zone.   
 
The other manifestations of the entire regional set up can be seen in the distribution and typology of settlement 
ranging from rural to urban. Most of the settlements are characteristically both urban and nucleated rural in 
nature. The rural settlements are to be explained by cultural, historical, economic and ecological factors. While 
changes of the factors over time usually also result in changes in settlement types. According to Barbours et el 
(1978) five generalized rural settlement types can be discerned in the entire southern forest of Nigeria namely: 
nucleated village; small walled villages; hamlets and fishing camps; dispersed rural settlements and satellite 
farm villages and hamlets. This ranges from traditional cities like Oyo, Badagri, Ile-Ife, to traditional /Modern 
cities like Ibadan, Osogbo, Abeokuta. Lagos has stood out uniquely as metropolitan city which can not be 
ranked with any other city within the south west Nigeria. Further to this generalization is the fact that the South 
West Yoruba ethnic domain is the most urbanized region in Nigeria. These settlements in their hierarchical 
system grow as a function of natural attributes, economic base, and culture as influenced by migrants. 

 
3. The Physical Environment And Settlements. 
Physical factors relates to the geographic expression of natural environmental complexes that sum up to produce 
the conditions and characteristics of a place. They include: relief or topography, seasonal variations in 
temperature and rainfall, water supply, quality of the soil, mineral deposits or raw materials. All these determine 
the activities of people, which are regarded as one among many processes that dictate the settlement of any 
place... 
 
The South West Nigeria‘s environment may be described in terms of her climate and vegetation both of which 
has influenced human activities, the pattern and the distribution of its settlement. In explaining the pattern of 
Yoruba settlement, Afolabi (1966) emphasized the importance of the environmental factor which he described 
as ‗permissive‘. It is important to describe the physical nature of this region as a background to the 
understanding of its settlements formation and functions. 
 
From the southern edge to the northern end point there is a mark distinction in the terrain nature and its climate. 
The low Coastal region is characterized by a very high rainfall, mangrove vegetation, Lagoons and swamps. 
North of the coastal strip lies the forest, narrow in the west, but wider in the east where it extends as far north as 
Iwo and Osogbo. A belt of dense rain forest extends through southern Ondo State into Edo State to the east. The 
rainfall here is heavy, over 1500 mm a year, and the soils are generally poor. The population density is low. 
North-west of this is a belt of deciduous forest extending from Abeokuta in the west to Ondo and Owo in the 
east. Here, rich loamy soils and moderate rainfall, 1150-1500 mm a year, provide excellent conditions for 
agriculture, and produce the bulk of Nigeria's output of cocoa. In the forest, the rains last from March to late 
October or early November, though they ease off in July or August. The dry season lasts from November to 
March. 
 
The forest becomes more sparsely dispersed and deciduous. It gradually becomes replaced by the tall grass 
vegetation. fundamental is the fact that the moderately reliable stand that larger settlements occur rainfall and 
the fertile soil is responsible for the prosperous agricultural activity which supports the very dense population 
characteristic of the nucleated settlements of the south west Nigeria.(Atanda 1973).  
 
The northern area end of the region is dominated by large settlements occupied by the most recent Yoruba 
migrants – mostly of Oyo origin. On the character of settlements in the areas, Ojo (1966) asserted that the open 
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forest and savannah vegetation allowed for easy cultivation and farming. It is made to understand that larger 
settlements occurred where the vegetation was thick to make agricultural practice easier. Further north again, the 
rainfall decreases to below 1150 mm a year, and the forest shades off into derived savanna, and eventually into 
Guinea savanna in the north-west. The climate is less humid, while the rains start later and finish earlier. In the 
dry season, between December and February, the harmattan blows from the north, bringing with it a fine haze of 
dust and lower temperatures. There is then a period of intense heat in March and April before the onset of 
regular rain. This is a region of undulating hills and orchard bush. Granatic outcrops jut, often dramatically, 
from the surrounding countryside and the terrain becomes steadily hillier towards Ekiti and Akoko in the east. In 
the present dispensation economic development in the savanna has been slower than in the forest. Per capita 
incomes are lower than further south, and rates of outmigration are generally higher. In the absence of tree crops 
like cocoa, the savanna farmers produce staple foodstuffs for the markets of the cocoa areas and the large towns. 
By 1952, the more open vegetation of the north has six large urban centres with population over 70,000 
(Akorede, 1978). The rain forest area of the south west Nigeria was up till then with only  two indigenous 
settlements with population above 70,000. Table 1.00 shows major settlements locations and population growth 
in Yoruba south west Nigeria between 1853 and 1963. 
 
Table I: Major settlements in Yorubaland: Locations and population Growth (1853 to1991) 

Town(Major) Location 1855/1890 Pop 
1921 

Pop 1931 Popn1952 Pop 1963 Pop 1991 

Lagos/mushin 
Ibadan 
Ogbomosho 
Iwo 
Ede 
Iseyin 
Oshogbo 
Abeokuta 
Ado-Ekiti 
Ikere-Ekiti 
Ejigbo 
Ila -Orangun 
Ilesha 
Oyo 
Ondo 
Ijebu-Ode 
Ile-Ife 

Lagoon 
Forest mar 
Savannah 
Savannah 
Savannah 
Savannah 
Savannah 
Forest 
Forest 
Forest 
Forest 
Forest 
Forest 
Forest 
Lagoon 
Forest 
Forest 

20,000 
70,000 
25,000 
70,000 
70,000 
20,000 
60,000 
n.a 
n.a 
n.a 
60,000 
n.a 
n.a 
25,000 
15,000 
60,000 
- 

99,690 
230,094 
84,860 
53,500 
48,360 
28,601 
51,418 
28,941 
n.a 
n.a 
n.a 
n.a 
n.a 
40,356 
- 
- 
22,104 

126,108 
387,133 
86,744 
57,191 
52, 392 
36, 805 
49,599 
45,763 
21,000 
n.a 
n.a 
n.a 
21,092 
48,733 
- 
- 
24, 170 

299,486 
459,106 
139,595 
100,006 
44,003 
49, 680 
122,720 
84, 451 
24, 646 
35,584 
n.a 
25,745 
72,029 
72,133 
36,000 
27,550 
110,790 
 

977,309 
627,399 
193,901 
163,032 
134,550 
95,220 
195,132 
187,292 
157,519 
107,216 
56,410 
114,688 
165,822 
112,349 
74,000 
68,543 
130,050 

5,195,247 
1,835,300 
433,030 
125,645 
142,363 
170,936 
250,951 
352,735 
156,122 
 
69,366 
89,861 
139,445 
369,894 
146,051 
124,313 
186,856 

Sources: 1855 & 1890: Akin Mabogunje 1960;  1921 & 31; Osoba, S.D 1969; 1991 Census figure(National 
pop commission).   1952 & 63: Federal Office of Statistics, Lagos 

 
4. The Functional Organizational Pattern Of The Settlement 
Settlements, like all built environments are organized in the sense that they embody human decisions, choices 
and specific ways of doing things. The Yoruba ethnic composition from time immemorial believed in good 
organization of space, population control and technological change (having to do with self sustenance). Fig.2.0 
shows the analysis of settlement functional relation in the region. At the planning of most Yoruba settlements be 
it town or village is the existence of a radial pattern of form with the core area also known as central business 
district which is the nucleus of the town. Around this centre are found the head chief‘s palace, the market, the 
sacred or religious symbol of the inhabitants. In other words, the organizing function of the settlement is 
symbolic. The location of sacred symbol that are of paramount important to the settlement and its ambient are 
given a special place in Yoruba tradition at any rate that is where the real settlement began in the first place. The 
organizational structure of a typical dwelling unit is uniquely designed to function more effectively and facilitate 
good relationship among the inhabitants. By this setting certain skills, art and crafts are so commonly identified 
with a particular family or families and even at a larger scale like the entire community. Today, south-west 
region is endowed with specialists in all walks of human endeavours: agriculture( cultivation of cash crops like 
cocoa, kola-nuts, coffee, and palm oil /kernel), local technology and production of domestic equipments.  
 
The combined factors of good organizational use of space and cultural inclination tend to make the south-west 
people very exceptional. The coherency and indivisible living coexistence have united the south west people 
together so much that two settlements in different locations may look alike. Equally, the inhabitants tend to have 
common staple food, styles of dressing and to some extent behavioral pattern. 
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However, the unity of this area is linguistic and cultural rather than political. In the pre-colonial period it was 
divided into numerous independent political units of varying size. Across the centre of Yorubaland a number of 
powerful centralised states developed: Sabe, Ketu, Owu, Ijebu, Oyo, Ife, Ijesa, Ondo and Owo. In other areas 
such as Egba, Akoko, Kabba, Ikale and Ilaje, political units remained much smaller. Many areas at some point 
came under the influence or control of Oyo or Benin, or, in the 19th century, of Ibadan, or Abeokuta, but the 
whole area has never formed a single political unit. 

5. Current Trends and Challenges of Settlements in South-West Nigeria 
The south west has grown in physical development term and demographically since the nation independence 
when the nation capital was located in Lagos, the fastest growing Nigerian city at a time. Today Lagos city has 
not only exceedingly grown; it has successfully magnetized thousands of people from other states into it. The 
filtering effect of the over congestion of Lagos is the over boosting of settlements (towns and villages) around 
the mega city of Lagos or within the south west itself with immigrants emanating from all parts of the country 
especially from the eastern axis. The penalty of this high population density in the region is first seen in the 
physical development pattern distortion of the region urban space and in the socio-economic landscape of the 
zone. Some of these are further highlighted below: 
  
5.1 Urbanization Crisis 
Understandably, South West Nigeria is undergoing some fundamental changes in demographic structure as the 
millennium moves towards its second decade. Once overwhelmingly rural, where agriculture was the back bone 
of its local economies, Yoruba land of south west Nigeria is now well on its way to becoming a much more 
urbanized region where settlements, both large and small, will harbor the majority of the population and the 
health of the urban economy becomes the most important factor in reducing the region‘s backwardness. 
While in 1963, just 21% of south-west‘s (hereafter referred to as Yoruba land) population of less than 4 million 
was urban, but by 1991, approximately 70% of its 17 million people lived in cities and towns with population 
size more than 42,000. (See table 2). At the same time the population density of the region increases from 
221.6sq.kilometres in 1991 to 362.52 sq. km in 2006 - duration of 15 years.  
 
Between 1991 and 2006 urban growth rates in the South West Nigeria increased to 63.6% almost twice as much 
as overall population growth rates between 1952 and 1963. In absolute terms, the urban population almost 
doubled in 15 years. Given current projections of 5% per annum growth in urbanization rates, however, the real 
surge in the region‘s urbanization is yet to occur. Within the next 25 years, the majority of South-West dwellers 
(at least 85%) will live in cities and towns within the region.  
 
Table 2: Population growth of the area according to state 

State 1991 Census Pop. Density 
(Sq Km) 

2006 Census Pop. Density 
(Sq Km) 

% pop.change 
in 15 years 

Ekiti 1,535,790 241.7 3,233,366 508.9 110.5 
Lagos 5,725,116 1,711.5 9,113,605 2,724.5 59.2 
Ogun 2,333,726 139.2 3,751,140 223.8 36.9 
Ondo 2,249,548 154.0 3,460,877 236.9 53.8 
Osun 2,158,143 233.3 3,416,959 369.4 58.3 
Oyo 3,452,720 121.3 5,580,894 196.14 61.63 
S/West Reg. 17,455,043 221.6 28,556,841 362.52 63.6  

Source: 1991 Population census figure by National Population Commission 

As observed in table 3 there are numbers of reasonable large size settlements that have emerged in south west 
Nigeria from the released 1991 census figures. Today going by the population census figure of most important 
towns and cities, there are 41 or more settlements with population of at least 42,000 inhabitants which are 
distributed across the length and breadth of the region. Geopolitical and administrative wise, the distribution of 
these middle and large settlements with a total population of 12,237,454 across the six constituting States of 
Yoruba land are as follows: Ekiti State (6), Lagos State (2), Ogun State (6), Ondo State (5), Osun State (14), 
Oyo State (8). With this population trend the urbanization rate of the region can be derived as described below:  Region total population (1991) = 17,455,043  Region urban centers total population = 12,237,454  Urbanization rate = 12,237,454/17,455,043 * 100 = 70% 
It is not an overstatement to say that the south west has the highest rate of urbanization in Nigeria. At 70% 
urbanization rate, the region has recorded one of the highest urbanized region of any country of Africa. At 
present Nigeria urbanization rate is said to be around 45%. 
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Table 3: Ranked Urban status in South West Nigeria                                       
Town                   State                             Pop. Size (1991)     

Ado Ekiti Ekiti 156,122 

Effon Alaiye Ekiti 158,977 

Ijero Ekiti 95,365 

Ikerre Ekiti 58,612 

Ilawe Ekiti Ekiti 104,049 

Ise Ekiti 108,136 

Ikorodu Lagos 184,674 

Lagos Lagos 5,195,247 

Abeokuta Ogun 352,735 

Ifo Ogun 52,448 

Ijebu Igbo Ogun 64,924 

Ijebu Ode Ogun 124,313 

Sagamu Ogun 127,513 

Sango Otta Ogun 103,332 

Akure Ondo 239,124 

Ikare Ondo 103,843 

Oka Akoko Ondo 44,309 

Okitipupa Ondo 42,064 

Ondo Ondo 146,051 

Owo Ondo 157,181 

Ede Osun 142,363 

Ejigbo Osun 69,366 

Gbongan Osun 69,931 

Ife Osun 186,856 

Ifon Osun 62,817 

Ikire Osun 111,435 

Ikirun Osun 76,565 

Ila Orangun Osun 89,861 

Ilesha Osun 139,445 

Ilobu Osun 59,196 

Inisa Osun 82,314 

Iwo Osun 125,645 

Modakeke Osun 59,918 

Oshogbo Osun 250,951 

Ibadan Oyo 1,835,300 

Igboho Oyo 68,566 

Igbo Ora Oyo 46,479 

Iseyin Oyo 170,936 

Kishi Oyo 77,972 

Ogbomoso Oyo 433,030 

Oyo Oyo 369,894 

Saki Oyo 89,595 

Total  12,237,454 
 



                       Global Journal Of Management Science and Technology (www.gjmst.com)          Vol. 1 Issue. 2 

  ISSN 2277-5978  (Online)                        March|2012                                       www.gjmst.com Page | 25 

 

Source: 1991 Population census figure by National Population Commission 
 
5.11 Poverty That Manifests In Living Environmental Condition (Slums) 
Like many parts of the globe poverty in south west Nigeria is becoming increasingly an urban phenomenon.  
In most Yoruba‘s cities and towns today, far less than 10% of the population lives in formal sector housing. 
Ordinarily, slums and informal settlements lack adequate shelter, potable water and sanitation systems, 
electricity, and affordable public transportation. For instance most  old or ancient cities like Ibadan, Oyo, Ife and 
Owo - all have a large share of poorly planned towns centre or Central Business District hence the continuous 
overcrowding, severe and un harmonized  living space in such slum dwellings which has about seven square 
meters per person.  
 
More specifically the situation of the two most populous of the region, that is, Lagos and Ibadan  have reached a 
critical decay level — they house both the destitute and families of greater means who may not have other 
housing options. These settlements also have established informal businesses in slums and would not choose to 
move even if they had the option. 
 
According to Agbola (1987:89) two types of slum exist in Nigerian cities. There are the traditional slums arising 
in towns from the decay of existing structures and there are spontaneous slums created by squatters on illegally 
acquired lands. While the traditional types is a common phenomenon in Ibadan, the second type – ‗spontaneous‘ 
dominates the mega city of Lagos.  
 

6. Conclusion 
It is for the benefits of the nation that human settlement of the South-West is given adequate priority in term of 
pilot development through multi-dimensional schemes involving both the government and private partnership. 
To proceed in addressing the current challenges as posed by the unprecedented rates of urbanization in the 
region, the three tiers of governments and their development agencies, working with the private sector and with 
the citizen themselves, must create the political will; make essential policy reforms; significantly upgrade 
human and institutional capacity; and mobilize a quantum increase in financial resources for urban areas 
housing and essential urban services. It is good Nigeria meet these challenges and takes advantage of the 
opportunities created by urban growth that already exists in the region. 
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Abstract  
The study evaluates shareholders’ perception of e-dividend payment as a panacea to the growth of unclaimed 
dividend in the Nigerian banking industry.  The researcher utilized the shareholders of the six selected banks by 
organizing focus group discussions during their respective Annual General Meetings (AGM). 
 
Qualitative, explorative, descriptive and contextual approaches were used.  The researcher also strived to 
adhere to the principle of trustworthiness by adopting Guba’s model (Lincoln & Guba, 1985). 

A total of twelve (12) focus group sessions were conducted i.e, two (2) focus groups per AGM.  Each of the 
FGDs involved 8-10 participants.  The questions in the FGD guide focused mainly on the shareholders’ 
perceived benefits of e-dividend payment and whether the system can eliminate the burden of unclaimed 
dividend. 

Text based beta computer package was used to analyze the data and the analyses were presented thematically 
with ZY index tables. The Shareholders reported that effective implementation of the e-dividend payment system 
will reduce the incidence of unclaimed dividend and guarantee prompt payment to shareholders. 

In the light of its envisaged benefit, it is concluded that banks and companies in other sectors of the Nigerian 
economy should embrace e-dividend payment system as a panacea to the problem of unclaimed dividend in 
Nigeria and as a way of to strengthening investors’ confidence in the capital market in Nigeria.   

This study recommends that banks and other sectors in the Nigeria economy that are publicly quoted on the 
stock exchange should embrace the concept of e-dividend payment to eliminate the problem of unclaimed 
dividend, build and earn the investors’ confidence.  

Key words: E-dividend payment, unclaimed dividend,  focus group discussion  

Introduction  
In Nigeria, there is a popular belief that investment in the capital market is one of the surest ways of getting 
returns with minimal risk (Oyejide, 2005). In view of this, when the returns are not forthcoming, the investors 
are likely to lose confidence and perhaps divest to other investment opportunities. One of the major problems 
associated with investing in the capital market is the issue of unclaimed dividends and unclaimed share 
certificates. Adigun (2008) maintains that as at March 31, 2007, the total sum of N28, 645,595,238.30 had 
accrued as dividends to be claimed with the sum of N14, 816,303,321.90 being unclaimed dividends and N13, 
829,291,916.40 remaining as current dividend. He further stated that the surplus and/or returned excess money 
of public offers stood at N562, 802,621.00. Also, there are 1,007,234 share certificates waiting to be claimed as 
at March 31, 2007, in spite of the fact that there are thousands of investors who are asking daily for their share 
certificates (as evidence of investment). The above figure is exclusive of those that are delivered to wrong 
addresses. The same is applicable to unclaimed dividends which Adigun (2008) considered to be sufficient to 
buy a money-deposit bank in Nigeria. This disconnect may be caused largely by wrongly-spelt addresses and 
inefficient and ineffective mail delivery system among other factors. 
 
Al -Faki (2008) stated that as at March, 2007 First Bank, hereinafter called First Registrars had about N4 billion 
(accrued and current) as dividends awaiting investors‘ claim. He further estimated the unclaimed dividends in 
other banks as follows: Oceanic Registrars (N2 billion), Sterling Registrars (N2.5 billion), Union Registrars (N2 
billion), Afribank Registrars (N1.5 billion), Wema Registrars (N2.26 billion) and City Securities Registrars (N3 
billion). He opined that the registrars are largely to be blamed for the huge amounts of unclaimed dividends. 
According to him, the registrars ought to have devised means of ensuring that all investors get their dues. Ekwo 
as quoted by Obinna (2007) argues that the only viable alternative is to embrace the new concept of e-dividend 

mailto:otunbagbobaniyi@yahoo.com
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which in his opinion would lead to increased transparency in the administration of dividend payments, 
eliminating the costs associated with printing and posting of dividend warrants, as well as reinforcing the 
confidence of investors in the sector. 

According to Ariyo (2007), unclaimed dividends are dividends not cleared by shareholders 15 months after 
declaration. He further stated that after expiry of the 15-month period of grace, such dividends are returned to 
the companies from which the investors or shareholders can make claims not later than 12 years. If after 12 
years, the dividends still remain unclaimed, they are considered statute barred and are thus forfeited by 
shareholders. At the last count, the Securities and Exchange Commission (SEC), which is the apex regulatory 
agency in the capital market, estimated the total unclaimed dividends in the market at N19 billion (Al-Faki, 
2007). Giving the breakdown, SEC explained that unclaimed dividend had risen by more than N4.3 billion, from 
N14.97 billion recorded in March 2007 to N19.3 billion in November of the same year (Okereke – Onyuike, 
2007) 

This represents an increase of about 29 per cent in eight months. To further corroborate the worsening nature of 
the problem, Al-Faki (2008) stated that some companies such as Diamond Securities and Flour Mills recently 
closed their books for newly declared dividends, a scenario that might have pushed the total unclaimed 
dividends figures to N20 billion ($148 million) at the exchange rate of US $1 = 142. 

In a survey conducted by SEC in February 2008, it was revealed that about N31.2 billion ($218 million) at the 
exchange rate of US $1 = 142 is outstanding with various registrars as surplus or return monies, while there 
were 768,135 unclaimed share certificates. The report further showed that unclaimed dividends were highest 
among six registrars; led by the First Registrars with N5.94 billion ($44 million) Zenith Registrars had N4.34 
billion while Nigerian Breweries Registrars was yet to disburse N2.31 billion. The rest are Union Registrars 
with N1.76 billion; UBA Registrars, N1.70 billion; GTB Registrars, N1.43 billion and Sterling Registrars with 
N421 million (SEC, 2008). The challenge of unclaimed dividends appears to have defied all solutions applied 
by the SEC. The latest effort by SEC to tackle the problem is the introduction of e-dividend as practised in most 
developed countries like USA, U.K and Japan and many companies have shown keen interest in adopting this 
new product. 

The decadence in public utilities and services such as eccentric power supply and poor information and 
telecommunication infrastructure that are sarcastically dubbed the Nigerian factor, also negatively impact on the 
efficiency of traditional dividend payment system, such as sending dividend claim notices to shareholders by 
post. 

The need for reinforcement of shareholders‘ confidence can be seen from the statement of Okoreafor as quoted 
by (Obinna, 2007) which maintains that the continuous retention of dividends by companies had distorted their 
true financial position and misled investors and other members of the public. This is corroborated by Dennis 
(1999) who opined that most public quoted companies attempt to act deliberately to ensure a high figure of 
unclaimed dividends as a cheap source of fund to the detriment of investors. 

It is very clear that despite the various agitations towards resolving the problem of unclaimed dividends, a 
robust policy towards the elimination of this problem has been elusive. To achieve significant long-term 
elimination of unclaimed dividends and clear the backlogs, a pragmatic approach is required which will also to 
protect the interest of shareholders. 

It is against this background that this study was designed to assess e- dividend payment as a panacea to 
unclaimed dividend in Nigeria, using a qualitative analysis of shareholders‘ perception. It is hoped that the 
findings of this study will fill the gap in our knowledge on dividend payment and provide a basis for informed 
judgments in tackling problems associated with investment claim in the banking sector. Despite that a number of 
a research studies that had been carried out in various countries such as South Africa (Frame and White, 2002.) 
USA (Chakravorti et al, 2003) and UK (Chang, 2002), research – based evidence on factors associated with e-
dividend payment system in Nigeria is scarce. Therefore, the little available information on the issue in the 
country may be based more on conjectures than facts. 

Literature Review  
1.2 Dividend/Interest Payment To Bank Account (E-Dividend Service) 
The e-Dividend service is the service where the dividend/interest payment is made to bank accounts to facilitate 
the securities holders in receiving dividend/interest from securities issuers. Formerly, the dividend/interest 
payments were made to securities holders by cheques. With the e-dividend service, this could make if more 
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convenient for security holders to pay dividends directly to nominate bank account of shareholders and a 
confirmation letter sent subsequently (Aharony and Swarry, 1998). 
 
2.2 Benefits Of The E-Dividend Service To Securities Holders 
Asquith and Mullins (2002) maintain that the benefits of e-dividend will include the following:  receive the dividend/interest payments on the due date via the money transfer method.  no need to worry about delay or lost cheques during handling.  receive dividend/interest payment via bank accounts even in case of relocation without notifying a registrar. 

Customers have no difficulty or do not have to wait for a returned mail to be re-forwarded.  no need to spend time at a bank to cash cheques.  securities holders located in provinces can save bank fees on bill for collections and they will receive the 
dividend/interest payments immediately on the paid date, while in case of cheques it will take 5-7 days.  securities holders will continue receiving the letter regarding the dividend/interest payments to bank 
accounts, including the withholding tax documents by mail. 

 
2.3 The E-Dividend Application Process 
Securities holders can submit request forms for dividend/interest payments to bank accounts, and specified 
supplement documents to the TSD. In case of the scribless holding, securities holders can submit via securities 
companies from which they receive services. A registrar will deposit dividend/interest into bank accounts after a 
securities issuer requests to make dividend/interest payments to bank accounts of securities holders or securities 
owners (Black and Scholes, 1999). 

2.4 Causes Of Unclaimed Dividends 
Oyejide (2005) states that ―The major causes of unclaimed dividends have been identified to include frequent 
changes in postal address and non-notification of such changes to the registrar by members; inefficiency of the 
registrar to respond adequately to investors‘ enquiries because of their workload and uncomputerized services; 
death of an investor and defective postal system. Insistence by most banks on using only current accounts for 
payment of dividends which small investors do not have is also part of the problem.‖ Mrs. Mary Ekwo, 
Assistant Director, Registration and Recognised Investment Exchange Department of SEC, blamed the problem 
on the present dividend warrant payment system, which she believed has caused a lot of bottlenecks. Ekwo 
(2007) further explained that ―The existing warrant payment system has led to many problems which are a result 
of inefficiency of the system, poor logistics management and inadequate update of personal data on the part of 
shareholders. There have been instances where shareholders without a will (intestate) have died and did not 
indicate any information on their next of kin. Other reasons where the warrant system has created bottlenecks 
include multiple applications by applicants during the privatization process and the inability to maintain 
signatures to collect dividends; deliberate act to deny investors their benefit through various schemes by 
companies who lack liquidity to pay and have to borrow to pay. We also have non-dividend payment due to 
postal and clearing delay; wrong or incomplete mailing addresses of shareholders kept by registrars because 
shareholders have not notified registrars of change of mailing addresses; lack of awareness by some investors 
who do not understand the intricacies of investment in shares; small dividends are abandoned for not being 
worth the effort to attempt collection. All these have cumulatively led to the issue of unclaimed dividend which 
is yet to be resolved.‖ (Onosode, 2001). 

Dennis (1999) maintains that the issue of unclaimed dividends has increasingly constituted a serious problem in 
the Nigerian capital market, particularly on what to do with the huge pile. To resolve the debacle, the 
Companies and Allied Matters Act (CAMA) as quoted by Olowe (1996) allows a company to invest any 
unclaimed dividends for its own benefit at the expiration of three months‘ notice to its members. It specifically 
states in Section 382 that no interest shall accrue on the dividends against the company. However, where the 
unclaimed dividends are as a result of the fault of the company in omitting to send the dividends, the company 
shall pay interest at the current bank rate from three months after the date of which they ought to have been 
posted. 

2.5 Problems Posed By The Statutory Position Of Unclaimed Dividends 
Oyejide (2005) states that section 383 does not make provision for payment of interest whenever the shareholder 
emerges to claim his dividends within the 12 years period. The failure of Section 385 of the CAMA to state 
what will happen to the funds thereafter is considered a serious omission in the law. The implications are that an 
orphan(s)/infants, whose parents have invested in his name or in their names, will not be able to reclaim the 
benefits of such investments when he or she becomes of age because it is statute barred after 12 years. 
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Adetifa (2003) corroborated this by stating that there is no provision for interest when claim is made in future. 
This could imply that since the company is empowered under Section 382 to invest the unclaimed dividends, it 
should continue to do so after 12 years unhindered. This is not only unfair but also unjust to investors who are 
barred from reaping their profits after the 12 years‘ limitation period. 

This was in line with the position of Adetifa, (2003) when he said: ―Those laws should be amended. Unclaimed 
dividend belongs to the investors. The company only holds it in trust which has to be safeguarded in the interest 
of the owners. Any investor, even if dead has every right to reclaim his money. The deceased shareholder can do 
that through his wife or children. There must be a legislation to amend the CMA law and provide that even after 
12 years or 15 years, when the dividend should return to the company, investors‘ dependants or their families 
should be able to claim the dividends after the demise of the original investor. The company keeping the 
dividend in trust, wherever it is being kept, should be able to get the money to the claimant. If they have done 
that, the issue of unclaimed dividend would not have arisen at all. The issue will have been take care of. Statute 
barred means the money is forfeited or returned to the company. The late investors‘ family would not be able to 
claim the money. If this law is removed, dependants can lay claim to the money even after 50 years or 100 
years. So the issue of unclaimed dividend will not be there again.‖ (Falegan, 2003) 

Petit (2001) opined that most unclaimed dividends are being used as working capital by companies contrary to 
CAMA‘s provision that it should be invested outside the company. This tends to distort the company‘s actual 
financial position as it is difficult to forecast their performance without such free funds, thereby misleading 
investors and government. Moreover, whenever such companies go under, the unclaimed dividend will also be 
lost. That is the reason why SEC, which has been advocating that absolute protection of investor‘s rights and 
their earnings is an important factor in establishing the credibility of our capital market decided to wade into the 
issue of unclaimed dividend. In doing so, it believes that this will not only increase the enthusiasm and 
confidence of both local and foreign investors but will also respond to socio-economic development and the 
needs of the nation. 

Methods  
Research Design  
A qualitative, explorative, descriptive and contextual approaches were used in this study.  The researcher 
utilized the Annual General Meetings (AGM) of the six selected banks who were the first six to adopt the e-
dividend payment.  Two focus group discussions (FGD) were conducted at each of the six AGMs making a total 
of twelve focus group discussions.  
 
Population and Sampling    
All shareholders of the six selected banks comprised the population of study. Ten participants were chosen per 
FGD making a total of hundred and twenty (120) participants purposively sampled based on set criteria (Burns 
and Grove, 2001) 
 
Data collection Procedure  
Data were collected through the focus group discussions and they were audio recorded, field notes and 
observational notes were also taken comprehensively by the researcher (Fraenkel and Wallon, 2006) the 
researcher paraphrased and used probing questions to facilitate the discussions.  The data collected were 
transcribed and audio recorded information was also compared with transcribed data to avoid omissions.  
Analysis was done thematically using ZY index tables. 
 
Trustworthiness  
The researcher ensured that the study is trustworthy, credible and transferable.  He also made sure that the 
conformability and dependability of the findings are guaranteed according to Lincoln and Guba (1985) Krefting, 
(1995) The researcher engaged in member checking and peer review to ensure credibility.  In the same manner, 
he relied on purposive sampling technique, contextual presentation and indepth description to ensure 
transferability.  Dependability was ensured through-indepth description of the methods.  He rounded up by 
auditing the entire research process to ensure conformability. 
 
Ethical Consideration  
The researcher obtained a verbal consent of the shareholders who were chosen as participants in the focus group 
discussions.  Also, the use of audio tape and research assistants were adequately explained and their 
understanding of the need for them obtained. 
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Research Themes 
A total of ten (10) themes were identified and questions asked were centred on each of the themes.  The themes 
are listed below: 
1. benefit of the e-dividend payment system 
2. whether the payment system will eliminate unclaimed dividend 
3. the possibility that the e- payment system will guarantee prompt payment of dividend  
4. safety of the dividend warrant. 
5. convenience of e-dividend payment method. 
6. speedy payment of e- dividends. 
7. ease of tracking of e- dividend to shareholders 
8. confusion concerning shareholders‘ change of address without notifying the Registrar. 
9. Confidentiality of e-dividend payment. 
10. prevention of financial fraud and corruption. 
 
Table 1.2 shareholders’ Perception on Factors i-v above  

Respondents  FGD 
1ST Bank 

FGD 
 
UBA 

FGD 
 
Union Bank 

FGD 
 
Zenith 

FGD 
 
GTB 

FGD 
 
Access Bank 

The system will be beneficial ++ ++ ++ ++ ++ ++ 
The payment system will 
eliminate unclaimed dividend 

++ ++ ++ ++ ++ ++ 

e-payment will guarantee prompt 
payment 

- + - ++ _ + 

Will ensure safety of the warrant ++ + + ++ - + 
Convenient payment ++ ++ ++ ++ ++ ++ 

Key: 
++ = Where opinions were expressed by most respondents 
+ = where opinions were expressed by few of the respondents. 
- = where opinions were not expressed at all. 
 
Table 1.2 shows the FGD participant‘s responses to their assessment of e-dividend payment as whether 
beneficial, has ability to reduce the growth of unclaimed dividend, ensure safety of the dividend warrant and 
whether the payment system is convenient.  Below are extracts from the FGDs . 
 
Extracts 1: FGD with Shareholders of First Bank Plc. 
In some of the excerpts, translations are provided in parentheses in cases where respondents spoke Nigerian 
broken English. 

―This is a great development happening in my life time.  At least, you can  
now be sure of utilizing your dividend”.   
 
―The benefits of this e-dividend payment are immeasurable, Thank God” 

                          “Why are they just introducing this, Nigerians love to punish their fellow  
country men” 

 
 Extract II: FGD with UBA Plc 
  “All the money made through unclaimed dividend, where are they?.   

Are they going to pay us back? At least it is based on our sweat”  
 

―Now nobody can tell us the story of unclaimed dividend again.  I am  
sure our bank accounts will not reject the money to be posted into them” 
 

 
Extract III: FGD with Union Bank Plc  
  Na yeye (useless) people.  At times they will not even post the warrants.  
                             I have been to the Registrar’s office to complain severally and they kept  
                             on posting the dividend warrant to my old address where I lived as a bachelor”  

 
“This policy will not only guarantee the safety of our warrant, it will also 
 eliminate the incidence of unclaimed dividends” 
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“My brother, this is a convenient payment method.  The world is moving  
and we should move with them” 

 
Extract IV:  FGD with Zenith Bank Plc 
                             “I dey (will) wait for the implementation, tori (because) awon Niger buru 

 (Nigerian are wicked).  Dey (they) fit (may) change their mind”  
 
  “With this e-payment method, may people will invest in shares because 

 it is safe, convenient and the payment will be prompt.” 
 
Extract V: FGD with GTB Plc 
  “The advantages are may, if they can implement with all sincerity of  

purpose, no need to worry about delay or lost of cheques during handling; 
 no need to spend time at a bank to cash cheque and so on”. 
 
“I learnt say (that)if somebody no (does not) claim his dividend within 
 twelve (12) years, ego (he of she will) for fit am (it)to the company …….. 
 Na true? (Is it true)?” 
 
“I am aware that if one fails to collect the dividend as at when due, there  
is no provision for interest on the investment and I considered this to be unfair” 

 
Extract VI: FGD with Access Bank 
  “I am a banker, I believe that the present dividend warrant payment system  

is not only ineffective and inefficient, it has caused a lot of bottlenecks.  
 With these current level of IT development, it is sad that Registrars of  
companies do not still have the data base of their shareholders.  How then  
can they ensure effective payment system.  They all need to embrace the 
 e-dividend payment system which is fast, efficient, effective and will  
ensure high degree of transparency.”   
 
“Do they still want to be posting letters at post-office in the name of dividend 
 payment? Na wa o (this is serious)” 

Discussion  
The respondents were of the opinion that e-dividend payment will be highly beneficial to them, if the banks are 
sincere enough with the implementation process and to a great extent, it will also eliminate the problem of 
unclaimed dividend pervading the entire capital market. 
There is no gain saying that the confidence of investors in the capital market will also be enhanced if dividends 
are paid regularly without any delivery failure.  Only a few of the respondents agreed that e-dividend payment 
will ensure prompt payment.  They were very skeptical about the promptness because of the lackadaisical 
attitude of the bank registrars in processing the money.  On the safety of warrant and confidence of payment, 
majority of the respondents agreed that e-dividend payment will guarantee adequate safety of dividend and also 
make payment convenient.  

Table 3: Shareholders’ Perception on factors VI – X above 
 
Respondents  

FGD 
1ST Bank 

FGD 
 
UBA 

FGD 
 
Union Bank 

FGD 
 
Zenith 

FGD 
 
GTB 

FGD 
 
Access Bank 

E-Payment will make payment to be 
speedy 

++ ++ ++ ++ ++ ++ 

Payment to shareholders can be 
tracked 

+ + ++ ++ ++ + 

Shareholders can change address at 
will 

- - - + - + 

It promotes confidentiality ++ ++ + + ++ ++ 
It prevents financial fraud _ - - - - - 

Key 
++ = where opinions were expressed by most respondents.  
+ = where opinions were expressed by few of the respondents 
- = where opinions were not expressed al all 
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Extract VII: FGD with First Bank Plc 

             “Of course, you can now trace where your money is, instead of searching  
for where the warrant was posted to”  
 
“My own joy na de confidentiality wey dey there (my joy is the aspect of  
confidentiality of the system) Mama Rose will allow my dividend warrants to rest” 

Extract VIII: FGD with UBA Plc 
  “Are we sure the banks will allow this good system to work? They make  

a lot of money from the old system that this change may be resisted” 
 
“I have changed my address several times and each time I do this, it is a 
 hell putting my records straight at the Registrar’s office.  This will stop 
 those nonsense”  

Extract IX: FGD with Union Banks Plc  
  “These a lot of corruption involved in this their unclaimed dividend 

 saga.  Some people are eating the money (stealing the money).  
 No more, no less” 

Extract X: FGD with Zenith Bank Plc 
  “I agree that the e-dividend payment system will be speedy and the  

corruption being perpetrated with the unclaimed dividends will stop” 
Extract XI: FGD with GTB Plc  
  “I can boldly say that the major causes of unclaimed dividends have 

 been identified to include frequent changes in postal address and 
 non-notification of such changes to the registrar by members, 
 inefficiency of the registrar to respond adequately to investors’ 
 inquiries because of their workload and uncompeterized services 
, death of an investor and defective postal system”  

Extract XII: FGD with Access Bank Plc  
  “I worked in the bank for twenty six (26) years before my retirement  

two years ago.  Most unclaimed dividends ate being used as working 
 capital by companies contrary to Company And Allied matters Act’s 
 (1990) provision that such fund should be invested outside the company. 
 This tends to distort the company’s actual financial position as it is  
difficult to forecast their performance without such free funds, thereby 
 misleading investors and government” 

 
Discussion 
Majority of the respondents agreed that e-dividend payment will make payment to be speedy and also allow 
shareholders to track the movement of their dividend. This will also go a long way in preventing lost of 
dividends and also reduce the usual complaints associated with delayed and wrongful payment.  The 
respondents were largely indifferent to e-dividend payment solving the problem of regular change in their 
residential addresses.  However, majority agreed that it will enhance confidentiality. 
 
High percentage of the FGD participants were of the opinion that e-dividend payment system will not only be 
beneficial to the shareholders, but will reduce to the barest minimum, the incidence of unclaimed dividend.  
Some of the participants were also of the opinion that the growth of unclaimed dividend has been further 
encouraged by the high level of corruption pervading all facets of the Nigeria economy.  This finding agrees 
with Akindele‘s (1995) view that once corruption sets into any part of the economy, it automatically 
contaminates all the strata of that system‘s multi-dimensional hierarchy in ways symmetrical to the spread of a 
bush fire.  Babalola (2005) corroborates this by stating that the fraudulent practices associated with unclaimed 
dividend in the banking industry have manifested in the recent re-organization of this sector due to large scale 
mis-management of depositors‘ fund. 

The FGDs generally revealed that where the e-payment system is effectively managed the e-dividend payment 
will not only be speedy, but the corruption being perpetrated with the unclaimed dividend will be eliminated. 

Some of the respondents opined that e-dividend payment will create room for ease of tracking of individual 
payment transactions thereby enhancing financial transparency.  Investors are usually desirous of obtaining 
returns on their investment promptly and e-dividend payment will guarantee that dividends are paid in time as 
stated by some of the participants.     



                       Global Journal Of Management Science and Technology (www.gjmst.com)          Vol. 1 Issue. 2 

  ISSN 2277-5978  (Online)                        March|2012                                       www.gjmst.com Page | 33 

 

 
Limitations 
The study has a number of limitations including those due to limited time available and access to key 
informants.  There is also the possibility of selection bias as purposive sampling method was adopted.  Another 
limitation is the possibility of observer bias in the recording of interviews.  It is equally possible that the focus 
group setting may have inhibited some of the participants from expressing their views.  There was however, 
considerable agreement among the six focus groups regarding the themes.  
 

Conclusion  
There is no gainsaying the fact as can be inferred from the above that e-dividend payment system will help 
eliminate or minimize cases of unclaimed dividend to shareholders‘ accounts; minimize dividend loss and build 
a society where generation unborn will enjoy the fruit of their labour.  Looking at the inherent benefits of e-
dividend payment system to investors, it can be deduced from the various FGDs that, it will increase 
transparency in the administration of dividend payment; eliminate the costs associated with printing and posting 
dividend warrants. The promptness of this system is corroborated by Adigun (2008) who states that it is a 24- 
hour processor which gives next day value to investors.  Another vital information obtained through focus group 
discussions is that the process would lead to the streamlining of dividend payment process; comprehensive daily 
reports generation to track transactions and timely implementation of specific details and auto-reconciliation 
process.   
 
A synopsis of the foregoing shows that e-dividend payment is a financial policy necessary to put investors and 
shareholders at an advantage to enjoy returns on their investment and also attract investors within and outside 
the country.  
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Abstract 
SMEs are believed to be the engine room for the development of any economy, because they form the bulk of 
business activities in a growing economy like that of Nigeria. SMEs constitute major avenues for income 
generation and participation in economic activities in the lower income and rural brackets of developing 
societies.  National economic development prospects hinge on entrepreneurial energy of vibrant SMEs as most 
big business concern grew from small scale to become big icons. However, insufficient personal savings or 
difficulty in assessing funds may result in low initial productivity and poor economic growth. It is almost 
impossible to overrate the importance of funding to SMEs, given the abundant opportunities available to 
entrepreneurs. It is often said, however, that Nigeria businesses as a whole suffers from lack of investment. It is 
far more debatable whether this is due to lack of investment opportunities or lack of suitable finance to support 
that investment. The paper acknowledged the fact that opportunities abound, funding remains a problem and 
economic growth is slow. 

Introduction 
A seemingly intractable series of woes – such as economic mismanagement, corruption, high inflation, budget 
deficits, and bloated public sectors – have traditionally plagued prospects of economic growth in Nigeria.  
However, recent development demonstrates that all is not lost.  While there is an ample room for further 
progress, Nigeria has made great strides in liberalizing their economies and moving toward market – based 
systems. 
 
To an Austrian economist, Joseph Schumpeter, has long ago established for us the place of entrepreneurial 
activity, creative destruction, as he called it, in the making of the wealth of nations.  Our personal orientation to 
risk and our tenacity of purpose is fundamental to this enterprise.  In making wealth, the entrepreneur must 
identify viable investment and in doing so he must have a: 

i.   Clear business model/concept 
ii. Practicable strategies to achieving the objective such as Needs being satisfied, Target market, Pricing,    

People, Technology, Distribution and logistics, Finance and legal structure 
iii.  Competent and experienced management 
iv. High probability of financial success (cash flow, sales growth, profit) 
v. Significant opportunity of growth 
vi. Clear competitive advantages 
vii. Viable exist options. 

 
Small and Medium Enterprises present an opportunity to banks to support the growth sector of the economy.  
The bank will help improve the capacity of Small and Medium Enterprises to give support for the much-needed 
sub-contracting arrangements between Small and Medium Enterprises and Large Scale Enterprises is expected 
to play a key role in the revitalization of ailing industries in the country. 

Small and Medium Enterprises Opportunities and Financing 
Industrial financing can be provided, under two major groups of institutions: bank-based and market-based 
institutions.  Bank-based institutions include the deposit money in banks, Central Bank, development finance 
institutions, community banks, finance companies while market-based institutions include specifically the 
capital market.  The most common form of support from bank-based institution include overdrafts, loans and 
advances, bill of exchange, discounting, guarantees and hire purchase, while capital market support comes in the 
form of equity (ownership capital) and debt (bonds). (Clive Carpenter, 2005). 

mailto:otseamos@yahoo.com
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The idea, that financial institutions play an important role in resources allocation process dates back to at least 
Schumpeter (1912), who conjectures that banks help to identify entrepreneurs with good growth prospects, and 
therefore help to allocate resources to their most productive uses. 

The Central Bank of Nigeria, in it paper titled ―Financing Investment Projects through SMEs: The Contributions 
of Financial Institutions‖ examines the traditional role of financial institutions as financial intermediaries. It 
emphasized that they mobilize funds from surplus savers and channel them to deficit spender/investors through 
their credit granting services. 

The Role Of Financial Institutions In Funding Small And Medium 
Enterprises In Negeria 
The Central Bank of Nigeria, in it paper titled ―Financing Investment Projects through SMEs: The Contributions 
of Financial Institutions‖ examines the traditional; role of financial institutions as financial intermediaries. They 
mobilize funds from surplus savers and channel them to deficit spender/investors through their credit granting 
services. 
 
There are various financial institutions operating in Nigeria and their roles in credit granting services, especially 
to SMEs, are: 

i) Deposit Money Banks (Dmbs) – they are formal commercial and merchant banks. They play a majorrole in 
the development process as they accept deposits and give out loans in the economy. There are 89DMBs in 
operation under the supervisory purview of the Central Bank of Nigeria. The recent increase inminimum paid up 
capital for the existing DMBs from N1.0 billion to N25.0 billion will now enable thesector play it pivotal role in 
economic development of the nation (Raw Material Research and Development Council ublication, 2005). 

Many government policies that affect SMEs, such as monetary and fiscal are implemented through DMBs 
operations. The Federal Government funding programmes for SMEs are also executed in collaboration with 
DMBs. Available record shows that the total loans granted by DMBs to the economy in 1992 amounted to 
N52,998.8 million. Out of this amount, loans to SMEs accounted for N23,893.9 million (or 45%). Aggregate 
loans to the economy increased rapidly from N73,245.8 million in 1993, N210,381.5 million in 1996 and 
N796,164.8 million in 2001. However, the share aggregate credits to SMEs declined steadily from N20,362.9 
million (or 28%) in 1993, N47,897.9 million (or 23%) in 1996 and N57,761.2 million (or 7.3%) in 2001 (Raw 
Material Research and Development Council Publication, 2005). 

The cumulative loans granted by DMBs to the economy from 1992 – 2001 amounted to 3,031,226.1 million or 
3,031 trillion. Of the total amount, accumulated loans to SMEs during the period the ten years, 1992 – 2001 
accounted for N426,826.8 million (N426.8 billion or 14%) while other sectors took the lion  share of N2,604.4 
billion (or 86%) during the same period (Raw Material Research and Development Council Publication, 2005). 

Dmbs Loans Disbursement To Smes And Other Sectors From 1992 – 2001. 
YEAR TOTAL  

LOAN (1) 
LOANS  
TO SMEs 

% OF 
TOTAL 

LOANS TO 
OTHER 
SECTORS 

% OF 
TOTAL 

1992 52,998.8 23,893.9 45 29,104.9 55 
1993 73,245.8 20,362.9 28 52,882.9 72 
1994 122,809.1 26,041.8 21 96,767.3 79 
1995 171,758.2 41,534.1 24 130,224.1 76 
1996 210,381.5 47,897.9 23 162,483.6 77 
1997 275,273.5 48,022.2 16 247,251.3 84 
1998 333,186.1 50,061.5 15 283,124.6 85 
1999 402,338.8 48,480.5 12 353,858.3 88 
2000 573,069.5 62,760.8 10 510,308.7 90 
2001 796,164.8 57,761.2 7 738,403.6 92.7 
TOTAL 3,031,226.1 426,826.8 14 2,604,409.3 86 

Source:  Raw Material Research and Development Council Publication, 2005 
 
ii) Community Banks – they accept deposits, provide ancillary banking services, invest their funds invarious 
money market instruments and provide credit facilities to their customers. 
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The number of community banks was 770 as at end of June 2003, compared with 747 in 2001. Out of this, 300 
community banks met the minimum paid up capital of 5 million. Total assets / liabilities of the community 
banks stood at 29.2 billion at the end of June, 2003, while the loans and advances granted by the community 
bank was N6.6 billion. Investment by the community bank were N9.9 billion as at end of June, 2003 (Raw 
Material Research and Development Council Publication, 2005). 

Iii) Development Finance Institutions (Dfis) - is a specialized financial institution was established to 
contribute to the development of specific sectors of the economy. Chief among the DFIs is the Bank of Industry 
(BOI). The bank took-off in 2002 with an initial capital of N50 billion, 40% of which was contributed by the 
Central Bank of Nigeria. The primary function of the bank is to provide financial assistance for the 
establishment of large, medium and small-scale projects as well as the expansion, diversification, and 
modernization of existing enterprises and rehabilitation of ailing industries (Raw Material Research and 
Development Council Publication, 2005).  

Iv) Urban Development Bank (UDB) – In order to create a greater capital for dealing with the problems of 
inadequate housing, transportation, electricity, and water supply, the Federal Government established the UDB 
through Decree No. 51 of 1992. The bank is expected to operate strictly as an independent profit-making 
institution and provide financial resources to both the public and private sectors of the economy for the 
development of urban dwellings, mass transportation and public utilities (Raw Material Research and 
Development Council Publication, 2005). 

Financial Sector Collaboration With Fgn On Financing Programmes For Small And 
Medium Enterprises  
In order to encourage banking system lending to the industrial sector especially SMEs,Federal Government, in 
collaboration with other stakeholders such as Bankers‘Committee, Central Bank of Nigeria etc introduced 
several financing programmes some of which offers risk-militating to banks from loans granted to SME 
operators. Some of the programmes are packaged to encourage borrowers to repay theirs on time while others 
are meant to provide adequate capital, professional and technical services for SME operations. Some of these 
financing programmes are: 
 
i. Small And Medium Industrial Equity Investment Scheme (SMIEIS) – Is a voluntary initiative of the 

Bankers‘ Committee designed to promote small and medium industries as vehicle for rapid 
industrialization, sustainable economic development and poverty alleviation and employment generation. 

 
ii. The Agriculture Credit Guarantee Scheme Fund (ACGSF) – The ACGSF was established by the 

Federal Government, Decree No. 20 of 1977. The purpose of the fund is to guarantee up to 75% of all loans 
granted by the commercial banks for agricultural production and and/or processing. This is expected to be 
done in order to encourage financial institutions to grant more loans to SMEs operators in agricultural sub-
sector. 

 
iii.  The Interest Drawback Programme Fund (IDPF) – This was approved by the Federal Government in 

the year 2002 with a seed money of N2.0 billion expected to be contributed by the Central Bank of Nigeria 
and the Federal Government in the ratio of 40% (N800.0 million) to 60% (N1.2 billion) respectively. The 
purpose of the fund is to mitigate the high cost of borrowing funds from banking system by entrepreneurs‘ 
engaged in agricultural production and / or processing in order to encourage them to repay their loans on 
time. 

 
iv. Trust Fund Model (TFM) – This is a programme whereby the Oil Companies, Government, Donor         

Agencies, etc contribute money to beheld the local DMBs operating in the locality for on-lending to 
borrowers for agricultural production and / or processing. TFM is a framework of channeling credit to 
micro entrepreneurs in both the rural and urban areas. 

 
v. Rediscounting And Refinancing Facility (RRF) – The scheme is designed to assist DMBs that suffer 

financial problems as a result of lending medium to long term for agricultural and industrial purposes. 
 

vi. World Bank Sme Ii Loan Scheme –This was a World Bank assisted external finance facilitated         and 
guaranteed by the Federal Government for on-lending to SME entrepreneurs in Nigeria. 

 
 



                       Global Journal Of Management Science and Technology (www.gjmst.com)          Vol. 1 Issue. 2 

  ISSN 2277-5978  (Online)                        March|2012                                       www.gjmst.com Page | 37 

 

The Gujarat Model 
Entrepreneurship development is undertaken by the key industrial and financial organizations in the state of 
Gujarat, India to promote: 
a. Accelerated industrial development 
b. Expansion of the small and medium enterprise sector, which has great potential for employment generation 

and wider disposal of industrial ownership. 
c. Productive (Self) employment to a number of selected educated young men and women coming out of 

schools and colleges. 
d. Improvement of the performance of Small Enterprises by enlarging the supply of carefully selected and 

trained persons who become ‗well rounded‘ entrepreneurs and  
e. Diversification of the sources of entrepreneurship and therefore business ownership. 

 
Many workers, supervisors, salesmen, managers, merchants, recent graduates and young engineers have latent 
entrepreneurship ability and a desire or capacity to be self-employed. They, however, lack the self-confidence to 
come forward and establish their own businesses. Their enterprise ideas may not be fully developed and the 
motivation to take risks may not be strong enough. 

A three-month, training – cum – development programme was designed to satisfy the objectives.  By the end of 
June 1983, over 6,150 new entrepreneurs had participated in 248 programmes in 83 centres in India.  As a result 
of these programmes, 1,965 factories have already started and 1837 more are in the process of starting. From an 
initial urban center, the programme is now simultaneously in 20 locations including small towns (population 
around 25,000.00) and rural areas (population around 10,000).  Allowing for six weeks of initial preparation of a 
new location, 12 weeks of actual instruction and 6 weeks of follow-up, two programmes per year each of the 20 
locations develop 900 to 1,000 entrepreneurs and leads to the establishment of at least 100 industrial units, 
which in turn will empty at least 5,000 workers. 

The success of the EDP model in Gujarat has encouraged the Center for Entrepreneurship Development (CED), 
national organization established by the All India Financial Institution in Ahmedabad, India to explore the 
sources of entrepreneurship. 

Extending the training to the under-privileged, low-income / poor, special programme have been conducted for 
tribal and for scheduled-cast/scheduled-tribe personality who have virtually no education or financial resources.  
The major thrust has been to develop their motivation and to impart production skills. To date, 154 persons have 
been trained and 76 have become self – employed in their own manufacturing activities. 

Gujarat Model – Programme Package 
The task of developing entrepreneurs has been defined by Gujarat trainers as that of: 
a. Identifying and carefully selecting those who could be trained as entrepreneurs. 
b. Developing their entrepreneurial capabilities 
c. Ensuring that each potential entrepreneurial (trainee) has a viable industrial project, 
d. Teaching them basic managerial concepts and  
e. Helping them to secure necessary financial, infrastructural and related assistance so that an industrial 

venture materializes in the shortest possible time. 
The key to success is found in accomplishing each of the above tasks in an integrated and coherent manner, with 
the support of training expertise, organizational arrangements and finance for the entrepreneurs (ILO 
Publication, 1987). 

Small And Medium Enterprises Investment Opportunities In Nigeria 
Akunyemi (1988), an entrepreneur, identified some SMEs investment opportunities to include Agricultural & 
Agro-allied Industries, Leather Product Industries, Paper Product, Textile and Associated Industries, Mental & 
Engineering, Chemical & Allied Group, Wood & Woodwork, Traditional Craft and Cultural Heritage, and 
Service Enterprise. 
 
In recent time the scope of investments have increased following the diversification of investment in service-
related enterprises such as Information Technology and Telecommunications, Educational Establishment, 
Tourism and Leisure and other general services. 

Methodology 
The study made use of both descriptive and econometric analysis.  The econometric analysis used is the simple 
regression method.  This was specified to help examine the influence of the commercial bank lending to Small 
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Medium Enterprises of the growth of the economy.  Secondly, it helps to examine the relationship between the 
total bank loans and advances and actual lending to small-scale enterprises to determine bank total investment in 
small-scale enterprises. 
 
This simple regression equation will be applied in the following specific areas of analysis. 

1. Regression of Aggregate Commercial Bank Lending to Small and Medium Enterprises on Gross Domestic 
Product as Growth indicator in  Nigeria from 1980 – 2004. 

Y = ß0 + ß1X1 + µ    ………………………………………  (i) 

Where Y is the dependent variable represents Gross Domestic Product, X as the explanatory variable 
represents Aggregate Commercial Bank Lending to Small and Medium Enterprises and ß0ß1 as unknown 
parameters to be estimated 

2. Regression of Total Loans and Advances to Small and Medium Enterprises on Total Bank Loans and 
Advances in Nigeria from 1980 – 2004 using 

Y = ß2 + ß3X3 + µ  ……………………………………..  (iii) 

Where Y is the dependent variable represents Total Bank Loans and Advances, X as the explanatory variable 
represents Total Loans and Advances to Small and Medium Enterprises and ß0ß1 as unknown parameters to be 
estimated 

These regression equations will be run using SSAP 10 software. 

Model Specification 
This can be estimated using the model: 

   Y= β0 + β1 X I + µ …………………………………..(1) 
Where: Y = Real GDP Growth 

X1 = the explanatory variables taken to measure the contribution of the commercial bank to Small Medium 
Enterprises and their contribution to economic growth. 

   β0, β1 = denotes unknown parameters to be estimated. 

and using the model: 

   Y2= β1 + β2X 2+ µ …………………………………..(2) 

Where: Y2 = Total Bank Loans and Advances 

X2 =    Total Loans and Advances to Small and Medium Enterprises and 

Β1, β2 = denotes unknown parameters to be estimated. 

Data Presentation: 
Table 1 Allocation Of Commercial Bank Loans And Advances To Small Medium Enterprises (Smes) And 
Real Gdp 1980 – 2004. 
 

YEAR AGGREGATE LOANS AND ADVANCES 
TO SME (N‘ M) 

REAL GDP (N‘ M) 

1980 113.4 5136.2 
1981 185.0 2428.2 
1982 206.7 6715.5 
1983 351.3 2463.0 
1984 705.7 1606.3 
1985 972.2 13,155.5 
1986 1,454.3 13,530.0 
1987 3,587.3 10,675.0 
1988 5,090.6 3,792 
1989 5,789.8 5,496.3 
1990 7,954.6 34,751.6 
1991 8,096.7 24,923.8 
1992 23,893.9 12,355.3 
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1993 20,362.9 12,186.9 
1994 26,041.8 16,051.6 
1995 41,534.1 27,166.8 
1996 47,897.9 96,378.8 
1997 48,022.2 345,841.2 
1998 50,061.5 288,131.0 
1999 48,480.5 507,977.3 
2000 62,760.8 721,875.8 
2001 57,761.2 298,405.6 
2002 93,423.7 422,802.3 
2003 113,178.3 512,867.1 
2004 202,059.3 544,152.0 

SOURCE: i) CBN Economic and Financial Review (Various Issues) 
  ii)  E. E. Inang and G. E. Ukpong (1992) 
 

Table 2 Total Bank Loans And Advances; And Total Bank Loans And Advances To Small & Medium 
Enterprises, 1980 - 2004  

YEAR TOTAL BANK LOANS AND ADVANCES 
(N‘ M) 

TOTAL LOANS AND 
ADVANCES TO SMEs (N‘ M) 

1980 6,379.2 113.4 
1981 8,604.8 185.0 
1982 10,227.0 206.7 
1983 11,100.0 351.3 
1984 11,503.3 705.7 
1985 12,170.3 972.2 
1986 15,701.5 1,454.3 
1987 17,531.9 3,587.3 
1988 19,461.2 5,090.6 
1989 22,229.9 5,789.6 
1990 35,735.1 7,954.6 
1991 31,306.2 8,096.7 
1992 40,731.6 23,893.9 
1993 58,158.9 20,362.9 
1994 89,756.0 26,041.8 
1995 140,225.4 41,534.1 
1996 157,568.8 47,897.9 
1997 232,516.5 48,022.2 
1998 262,529.9 50,061.5 
1999 311,670.2 48,480.5 
2000 548,290.9 62,760.8 
2001 781,862.8 57,761.2 
2002 845,682.0 93,423.7 
2003 1,041,663.8 113,178.3 
2004 1,294,449.5 202,059.3 

SOURCE: CBN Annual Request and Statement of Accounts for the year ended 31st December, 2004 

Data Analysis: 
Regression Results Of Equation One. 

DEPENDANT VARIABLE Y – Gross Domestic Product 

PREDICTORS: X – Aggregate Commercial Bank lending to SMEs 

MODEL SUMMARY 
MODEL R R2 Adjusted R2 Std. Error of the 

Estimate 
DW Std. Dev. Mean  

REGRESSION 0.776 0.603 0.585 30395.69 0.760 36616.18 36244.68 
ANOVA 
MODEL Sum of Squares df Mean square F  Significance  
REGRESSION 30837119851.03 1 30837119851.028 33.377 .0001 
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CO- EFFICIENTS  
UNSTANDARDIZED 
CO-EFFICEINTS 

STANDARDIZED CO-
EFFICEINTS 

t Significance 

MODEL Β STD. 
ERROR 

Beta 1.271 0.217 

(CONSTANT) 9797.126 7710.537  

X 0.162 0.028 0.776 5.777 0.0001 

MODEL REGRESSION LINE 

REGRESSION Y= 9797.126 + 0.162 X 
Source: Researcher‘s computation 

Regression Results Of Equation Two 
DEPENDANT VARIABLE Y – Total Bank Loans and Advances 

PREDICTORS: X – Total Loans and Advances to SMEs 

MODEL SUMMARY 
MODEL R R2 Adjust

ed R2 
Std. Error of the 
Estimate 

DW Std. Dev. Mean  

REGRESSION 0.830 0.689 0.675 241058.487 0.888 350781.715 294268.671 

ANOVA 
MODEL Sum of Squares df Mean square F  Sign.  

REGRESSION 2830099673690.534 1 2830099673690.534 48.703 0.000 

CO- EFFICIENTS  
UNSTANDARDIZED 
CO-EFFICEINTS 

STANDARDIZED CO-
EFFICEINTS 

t Sign. 

MODEL Β STD. 
ERROR 

Beta 0.669 0.511 

(CONSTANT) 40902.010 61149.794  

X 1.549 0.222 0.830 6.979 0.000 

MODEL REGRESSION LINE 

REGRESSION Y= 40902.010  + 1.549 X 

Source: Researcher‘s computation 

Interpretation of Results 
The result of the first equation from Table 1 shows that a positive significant relationship exists between Small 
and Medium Enterprises growth and Gross Domestic Product.  The Co-efficient of determination which is the 
proportion of the total variation in GDP explained by the commercial bank lending to Small and Medium 
Enterprises shows an average growth rate of 60.30 percent in GDP from the contribution of Small and Medium 
Enterprises to the economy. The standard errors of 0.028 suggest that the variable X (aggregate commercial 
bank lending to Small and Medium Enterprises) is not significant in explaining the variation in Y (Gross 
Domestic Product). 
 
Test of significance (0.0001) shows that the existing relationship between X and Y is not a true reflection of 
each other. 

The second equation from Table 2 examines the relationship between the aggregate loans and advances to Small 
and Medium Enterprises and the aggregate loans and advances given out by the commercial bank for the period 
under consideration.  The co-efficient of determination 0.689 obtained from the result indicates average 
relationship between the two variables. The regression explains 68.9 percent of the total variation of aggregate 
bank loans and advances as explained by the total loans and advances to Small and Medium Enterprises. The 
relationship is significant given the value of the coefficient of determination and the t-statistic of 6.979. This 
implies that only a large proportion of the total loans and advances made by the commercial bank are dedicated 
to Small and Medium Enterprises.  It does not; however explain the sufficiency of the loans and advances to the 
Small and Medium Scale Enterprises as compared to the required level of investment. 

 
 



                       Global Journal Of Management Science and Technology (www.gjmst.com)          Vol. 1 Issue. 2 

  ISSN 2277-5978  (Online)                        March|2012                                       www.gjmst.com Page | 41 

 

Conclusion 
The contribution of Small and Medium Enterprises to Gross domestic product will be much more significant if 
Small and Medium Enterprises are assisted to grow. The viability of Small and Medium Enterprises in Nigeria 
is low given the low level participation of the financial institution especially the commercial banks. The 
commercial banks lending to Small and Medium Enterprises is not significant as seen in the relationship 
between the total bank loans and advances and the total loans and advances to Small and Medium Enterprises 
for the period under consideration. These shows that the commercial banks given its Small and Medium 
Industries Equity Investment Scheme (SMIEIS) policy is simply paying lip services to the pursuit of Small and 
Medium Enterprises growth in Nigeria. 
 

Recommendation 
The small-scale business represents an overwhelming majority of industrial capacity in developing countries. A 
fact confirmed by Ajayi (2000), Ayozie et al (1997) and Akinseye (1997) who postulated that the present small 
scale business in Nigeria constitutes over 80% of all registered companies. Small-scale businesses constitute the 
foundation for a sustained growth and development of any economy. To encourage entrepreneurs to sustain 
economic growth and promote economic development, the following recommendations are necessary: 
Banks should assist the small and medium enterprises by support businesses that are properly focused, 
professionally managed and with bright prospect. They should be represented in the management of the board of 
any enterprise they have equity investment. This will reduce the bottle neck of providing collateral to assess 
fund. 

Creating an indigenous – owned, Small and Medium Enterprises sector is a basic development activity; 
however, it has its basis in a number of infrastructural activities.  It cannot play its proper role in economic 
development unless certain preconditions exist.  Since most of the programmes and policies designed to 
stimulate small enterprises must be of a long-term nature, it follows that in most instances they can be pursued 
only through the involvement of government. 

To encourage entrepreneurs to sustain economic growth and promote economic development, the following 
recommendations are necessary: 

1. Implementation of Effective Corporate Governance and Payment System. Government should faithfully 
implement its anti-corruption policy and encourage institutionalization of an effective corporate governance to 
ensure corporate leadership, competence, integrity, and customer focus and efficiency service delivery. The 
central bank of Nigeria should intensify effort in the establishment of Local Government Network using 
information technology to shorten all categories of uncleared effects and promote a cashless society. 

2. Government should develop policies responsible for developing a national business sector, which is not 
dependent on the initiatives of other countries or businesses in other countries.  A conscious effort to develop 
the necessary entrepreneurial talents should be made to acquire the vitality and motivation need for economic 
growth. 

3. Establish formal technical and vocational training institutions, apart from the National Directorate of 
Employment, adequately equipped with Human Resources with the right technical skills towards seeking self-
employment.  This will encourage development of entrepreneurial and management skills which are essential 
for success in owning and operating a small enterprise. 

4. Government agencies should attempt to design programmes to promote Small and Medium Enterprises as 
part of national development plan.  Such programmes tend to promote new enterprise development and 
industrialization.  Within development programmes, many types of financial, technical, managerial and other 
services can be made available; 

Financial management and control including information on sources of finance, assistance in preparing credit 
applications, book-keeping, cost accounting, budgeting, cash flows, information on taxes, tariffs and similar 
areas 
 
i. Technological assistance to small and medium enterprises emanate from several formal and informal sources 

these include: 
a) Management development and productivity center 
b) Technical institutes and colleges 
c) Vocational training institutions 
d) University research and development units 
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e) Professional associations/ consultants 
f) Machinery suppliers and distributors 

ii. Managerial assistance special programmes seem to be required for those starting new ventures.  The 
management development programmes should focus on three areas namely, Occupational; Managerial and 
entrepreneurial skill training.  
 

5. The informal sector can be reached by technical assistant to provide a valuable contribution to the national   
economy.  If assistance to the informal sector is to be more effective, a coordinated effort involving 
governments, private business, financial institutions and NGOs is required.  This is not so much a question of 
―formalizing‖ or ―colonizing‖ the informal sector, but rather of ‗deformalising‘ bureaucratic restrictions and 
attitudes towards this kind of enterprise. Policies and programmes that reach and affect small-scale units can be 
designed and implemented, if given the necessary priority. 

6. Research for Small and Medium Scale Enterprise development should be intensified.  It has been argued that 
innovation without adequate research and development will result in a waste of resources. Paradoxically, 
research is frequently viewed as wasteful by policy makers and administrators.  It may be seen as being 
expensive and consuming scarce resources. However, increase in technological advancement, skilled knowledge 
and even innovations are the product of research which in turns leads to economic development. 

7. In industrialized countries, small and medium scale enterprises provide imputes for large enterprises. In turn, 
small and medium enterprises provide markets for the output of large enterprises.  Dependency relationships and 
linkages develop between large and small enterprises.  This linkage must be encouraged to enhance economic 
development. 

8. Trade associations should intensify their actions in respect of Small and Medium Enterprises both in 
promoting the interests of Small and Medium Enterprise members and in enhancing the effectiveness of 
government programmes of assistance to Small and Medium Enterprises.  

The government could also assist by establishing a well funded National Credit Guarantee Fund that will act as 
buffer for credit facilities from banks and other financial institutions over and above the equity provided under 
SMIEIS. 
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Abstract 
The Family Owned Business’s succesion studied on how a family owned business transmitted thorough 
generation. The importance of this transmission due to the preference of family owned business to remain alive 
under family’s bloodline. However, we still need to do in depth assesment in order to determine the roles that 
affect family owned business’s succesion. This article is meant to explore roles that might affect the success of 
family business succession. The approach of this writing is analytical descriptive that aims to define conceptual 
findings and relations between the finding. The results of this conceptual exploration is that there are three 
roles that affect the family owned business, they are: gender, leadership and entrepreneurship.  
 
Keywords: role, affect, succession, family owned business 
 

Introduction 
Transition that occurs between generations, is a phenomenon in the Family-Owned Businesses (BMK). The 
phenomena can indicate the success or failure of a family owned business when they need to proceed to the next 
generation. The success of this process is such an interesting thing to learn. Why?, because of the dynamics that 
occur in the transition between generations, as well as anything that has a role in the transition. This transition 
will be important to ensure sustainability of the company. However, in the context family owned business 
sustainability, existence has a meaning not only just for it business but also in terms of performance in business. 
 
Family owned business performance usually seen in regard to financial and non financial performance. 
Financial performance of which is measured from the three indicators, two of which is the ratio of profitability 
ie Return on Assets (ROA), Return on Equity (ROE) and the other is the market's performance. Thus, there are 
two things that are important in the transition generation within the BMK, namely regarding the ownership and 
performance.  
 
However, before we approach to our discussion on exploring what roles that affecting the success of family 
owned business succession, we need to have a clear definition on family owned business.  Family-owned 
business can be defined as "a company consisting of two or more family members who oversee the finance 
company" (Ward and Aronoff, 2002). However, in business terms, there are actually two types of family firms, 
the family owned enterprise and family business enterprise. 
 
Family owned enterprise (FOE) is a company owned by the family but managed by professional executives 
from outside the family circle, while the family business enterprise (FBE) is a company owned and managed by 
the founding family members.1 
 
In a family owned busines, the family is the main stakeholders that will affect businesses that are owned and 
managed. Why is that, because families have relevance to the identity and the success of company. Families are 
engaged in a business insitution, must have values (values) that exist in families, although the goals and 
expectations in the form of business is clearly different to that prevailing in the family because of family owned 
business is not a single organization but rather a combination that consists of different units, among other 
business units, family units and managerial units. The value or values that apply in a family owned business 

                                                             
1 According to The Jakarta Consulting Group on Family Business  
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usually a guide and foundation as well as the way of life which was agreed and implemented in good faith 
because it basically is a reflection of values and group identity of the family (Lansberg, 1983). However, this 
requires a value or values that will affect the mediation role family owned business succession.  
 
Succession, is about forwarding business from first generation to next generation. Succession, whatever the size 
of organization will need to be planned, because succession planning is the process of identifying a longer-term 
plan for replacement of human resources in order (Mathis et al., 2006). In the concept of succession of family 
owned business, there are three types of models. The three types of model include: the steps that must be passed 
within the organization's life cycle, the interactions that occur between the founder of family owned buisness 
and its successors, and approaches that involve multiple groups (Cadieux et al, 2002). The third model shows 
that the succession in the BMK is a complicated process, and the phase is in the process amongst other: 
initiation, integration, merging, and release. This phase occurs during the founder of BMK and successors 
interact with each other, in order to ensure sustainable BMKnya. 
 
The sustainable family owned business succession, according to Aronoff (2001), there are evidence that seven 
of eight family owned business succesion failed before it reach the third generation, among others because of 
the mingling of interest between private life and business decisions. In addition, because of the influence of 
financial management that gives the pressure in the family owned business (Davidson, et al., 1997; Greenberg, 
2000; Leach, Ball and Duncan, 202). 
 
The more risky the market environment, the more risk that a family owned business will face, so inevitably 
requires the existence of risk management within the family owned business accompanying business succession. 
Risk management in a family owned business, either formal or informal, will depend on the characteristics of 
family owned business. The family owned business characteristics, namely between individuals, between 
families and the environment surrounding communities of family owned business. Risk management will not 
addressed specifically in this paper, the next section will discuss some of the literature related to business 
succession within the family owned business and some contemporary studies related to the family owned 
business sustainability, especially about the roles that affect business succession of family owned business. 
 
Hambrick and Mason (1984) stated that organization was formed by its top managers. Therefore, we may see 
the role of CEO as the top managers, and the role of CEO described as decision-maker, and has absolute 
authority and very powerful (and Sebora Kesner, 2006). Thus, the values held by the CEO is considered 
important for the future of an organization (Hambrick and Mason, 1984; Hostede, 1983; in Poutziouris, et.al. 
(2006)). 
 
The family owned business organization, will experience a period of stagnation and decline during the transition 
from first generation to second generation (Birley, 1986; Handler, 1990), the background is the unwillingness or 
inability of the first generation to prepare the next generation to hold leadership positions (Churchill et al. , 
1983, Dyer, 1986, Levinson, 1971), so that the successor has a weakness in leadership and organizational ability 
and result in a decline in business performance (Ibrahim et al., 1994). 
 

Statement of the Problem 
Based on the explanation above, we need to discuss roles that affect family owned business succession. Thus the 
statement of the problem is "what are roles that affect family owned business succesion in order to achieve 
sustainability?.  
 

Methodology 
The method of writing this article uses descriptive analytical method, using some relevant concepts that are used 
as the discussions in this article. Thus, it will be found a common thread between one concept to another 
concept that supports this conceptual study 
 

Results 
In several previous studies dealing with family owned business, can be described as follows. Craig and Moores 
(2005) raised about the balance scorecard, and unlikely to be applied in the context of family owned business, in 
order to become more professional, with a look at the financial perspective, customer, internal processes and 
innovation and learning perspective. 
 
Kellermans, et.al. (2008), highlights the entrepreneurial behaviors that will influence the development and 
growth of family owned business. However, entrepreneurial behavior is influence by certain characteristics, 
among others age, duration of plunging into the world of business, the holding company's generation, control in 
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the family owned business (depending on size and gender that role leadership in a family owned business). 
Moreover, study conducted by Kellermans, et al (2008) uses a quantitative approach, with the spread of a survey 
of 232 family owned business in the United States. 
 
Hillier, et al (2009), highlights the link of performance and managerial succession in family owned business. 
According to the results of these studies, there is evidence that family owned business has a characteristic that it 
is controlled by a board of commissioners and a weak system of internal governance, so it takes the role of 
shareholders as a function of the control performance of family owned business, which will play an important 
role, especially when a change of leadership in the  family owned business organizational structure. 
 
Westhead, et al (2006), highlights the link between ownership and management profile with the performance of 
family owned business. From the results of these studies revealed that, family owned business does not have a 
superior company performance and business family owned business can not develop its full potential, because 
family owned business prefers the company with only a few performance indicators that are considered 
appropriate by family owned business and nonfinancial objectives set out in addition to financial objectives, 
among others, is in order to achieve harmony in operationalization of family owned business. This study 
suggests the existence of separate ownership interests for family owned business between family, businesses and 
managerial. 
 
Thus, according to some research it can be concluded, that there are some factors relates with family owned 
business, namely: entrepreneurship, ownership structure, the performance of family owned business, internal 
and external environments that affect family owned business, and business development of family owned 
business. Previous research is much raised, because the issue is considered to be most concerned with family 
owned business is a matter of succession after the first generation. However, the theme of the dynamics that 
occur in pre-and post-succession process as well as internal and external challenges to be faced family owned 
business actually when necessary transfer of ownership and leadership of the senior generation to generation of 
seniors has not been widely raised, especially regarding gender, leadership and entrepreneurship. This is what a 
lack of previous research. 
 
Shortage of studies on the dynamics have not seen family owned business has a dynamic and unique because of 
its affect business processes, among others, an interest to continue the business from generation to generation, 
thus requiring a review in terms of ownership, leadership, entrepreneurship and the potential for turbulence in 
business environment that affect sustainable family owned business. 
 
The dynamics in the life of family owned business is interesting to discuss, because family owned business is 
basically consists of two forms of the business and family, and in the two systems will emerge some important 
things, among other potential conflicts in the birth of family owned business, which consists of two aspects 
(Gordon and Nicholson, 2008), among other issues of conflict of content and issues of process. Issues of content 
off of the idea, that basically every individual has different things than other individuals, or individuals 
competing with other individuals to get things up and in the management of the company. Aspects of leadership 
and entrepreneurship are an important concept that is part of the issues of content. 
 
With regard to issues of process, it discusses the allocation of resources owned that can support the achievement 
of objectives. Sources of conflict in the family owned business, among others are: the condition of an individual 
personality that is in the family owned business is highly influenced by how individuals build families in it 
based on certain parenting styles and family size and nurture their children, the degree of fairness and cheating 
in the family owned business, and the level of rewards as a form of respect in the family owned business 
(Gordon and Nicholson, 2008). Gender aspects are considered important in issues of process. 
 
Aspects of gender, leadership, and entrepreneurship are an important element in supporting the sustainability of 
family owned business. This relates to the issue of continuity of ownership, this issue is about how the relevance 
of ownership structure in the family owned business, is associated with the decision of a strategic alliance to 
respond to the challenges of globalization, with commitment, managerial ability and the trust that exists between 
family owned business with its business partners (Cappuyns et al. 2006). The issue of continuity of business 
ownership a challenge for businesses in the family owned business. Ownership is depends on how many family 
members involved in the family owned business, which increases the complexity of family owned business. The 
complexity of the family is shown by the increasing number of family members who are part of the ownership 
of family owned business, the number of owners of family members whose interests are more diverse, the more 
problematic the closeness of ownership when ownership is more and more and different interests (Sandig et al., 
2006). 
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Discussion of Research Findings 

Gender Role in Family Owned Business Succession 
Gender may affect the success of the succession of family owned business for a number of things. First, aspect 
of attention, according to Büttner (2001), gender has an aspect of attention, that the business is managed like a 
child or family. Gender is considered to have orientation on maintenance. Thus, gender wants any attention to 
any business activity in order to run properly. Gender may influence the transformation of family owned 
business to run without conflict because of the attention on his fellow managers in the family business. Gender, 
has a belief that by giving attention to the fellow members of the family, each family member to feel noticed and 
are not treated arbitrarily. Aspects of this attention can foster a sense of trust between family members. 
 
Büttner (2001) suggests that gender in ethical decision making more use rerangka relation. Based on the 
relational theory of Miller suggests that gender is more emphasis on relationships with others. Thus, any 
decision will notice how the impact on other people as well as long term. Gender-oriented leader is more 
focused attention and affection of others. Thus, a large shed would love to manage a business. Decisions made 
should be more cautious because the consequences will affect corporate life that analogy as a family. 
 
Curimbaba (2002) suggests that if gender is positioned in a professional position, will have a chance of making 
strategic decisions, orientation in decision-making essential to the existence or presence of family owned 
business in the long run. The role of gender in business succession is that it can be buffered and there is a role of 
control functions in decision-making in succession of family owned business. 
 
Leadership Role in Family Owned Business Succession 
Leadership can affect succession in the family owned business, because the leadership will drive family owned 
business performance through its ability to act effectively and efficiently in order to maintain the success of 
which is owned by family owned business. Leader's ability to act effectively and efficiently is affected dan 
represented by its current leadership style face challenges inside and outside the organization. Aspects of 
leadership effectiveness is influenced by a never-ending circle of the process of leadership situation, the process 
of leadership and leadership qualities produced (Conger, 2005). 
 
Conger (2005), however suggested that the best model of leadership that is transitional. This leadership model 
can affect the succession in the family owned business, because this model requires the leader to make the 
distribution of power and authority of the founder to successor early on. The distribution of power and authority 
early this allows the succession runs without conflict and full of planning and preparation. 
 
Nicholson (2005) suggests the existence of six types in the Critical Leaders Role Dyad (CLR). Six of this CLR 
type can affect the succession in the BMK, because one or more of the six types can be present in family owned 
business, and these types will determine the leadership role in the succession of family owned business. 
Although, there are three determinants that determine the role of leadership and CLR dyad, among other 
connectedness context, personal identity, the milieu and structure (Nicholson et al, 2004). 
 
Entrepreneurship Role in Family Owned Business Succession 
Entrepreneurship has a role in the succession of family-owned business, because of the influence of internal and 
external influences that surround the business environment. The effect is characterized by increasingly complex 
internal structure of ownership and power. External influence is characterized by competition in the business 
environment and have developed a confidence and willingness of entrepreneurs to be able to open a new 
business in a particular environment. Opening a new business based on the consideration of eligibility 
conditions, while conditions in the external environment by Colinson and Shaw (2001) is not always stable. An 
unstable environment that requires the Entrepreneurial Orientation. This orientation allows the organization 
continued to learn of what had been decided and able to adapt to business environment, in other words make the 
company into a learning organization.  
 
Habbershon et al (2010) suggests entrepreneurship in succession of family owned business has a uniqueness, 
which is inherited not only business but also the orientation of entrepreneurship from the founder to successors 
or through the generations. Entrepreneurial orientation, among others are willing to be proactive in response to 
the opportunities that can drive corporate sustainability, willing to take risks because the level of risk taking will 
determine the growth and sustainability of the business, an attitude of autonomy because since autonomy can 
provide a competitive advantage for a company, has a competitive orientation aggressiveness that would 
encourage non-traditional patterns of competition within the industry, one of which is finding new ways to 
distribute or market products or services.  
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Conclusions 
Studies on the succession family owned business raised about the factors that affect succession family owned 
business, there are about the performance, internal and external environments that affect family owned business, 
the family owned business development, ownership structure and entrepreneurship. However, these factor still 
required a in depth study of the role that led to these factors work well and support the ongoing succession of 
family owned business. Thus, this article proposed three main roles that affect succession of family owned 
business namely: gender, leadership and entrepreneurship. Appointed as a separate gender roles, because of the 
characteristics between genders that will provide a uniqueness in the process of succession of family owned 
business, leadership was appointed as the other roles that influence succession because of the uniqueness of 
family owned business in the model of leadership, and entrepreneurship was appointed as the role that affect 
succession of family owned business because entrepreneurship in the family owned business is an inherited 
factor and the notion that entrepreneurship family owned business is unique compared to non family owned 
business that will affect the succession. 
 

Recommendations on Conceptual Model 
Therefore, the proposed model on role that affects the family owned business succession is as follow: 
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Abstract                                                    
Retail operations worldwide have undergone tremendous changes over the last three decades which firms must 
adjust to fit into this, in order to remain competitive. These changes are brought by different factors, but the 
most prominent factor is the Internet. Therefore, the aim of this research paper is to look at the real influence of 
the Internet on retail operations and what retailers should do to benefit fully from the Internet. The research 
relied on data from respondents taken through interviews and questionnaire. The paper revealed that the 
Internet is the best means for retailers to expand their business with minimum cost yet, it is very risky on the 
part of customers. Therefore, success or failure of Internet marketing depends on the firm’s ability to reduce 
risk that customers face, have strong brand image, and be legal and ethical in its operations. Besides, the paper 
concluded that strategic planning must be seriously considered so as to be competitive. 
 
Key words:  Internet, operations, retailing, customer, strategic planning, branding 

1.0 Introduction 
The magnitude of effect or impact of internet on retail operation is very pivotal and must be carefully dealt with 
in today‘s retail operations. The internet is without question, the worlds, largest computer networks. It is 
actually a global, seamless network of hundreds of thousands of other local, regional and national networks. 
Most people access it through their network at school or work, although increasing number of individuals and 
small business now access it though commercial online service s such as COMPUSERVE and through 
commercial internet service providers (ISPs). An internet service provider is an organization with a permanent 
connection to the internet that sells temporary connections to subscribers. Internet simply the ―Net‖ is confusing 
to many people partly because it has no owner. The constituents networks, however, all owned by some 
organization (government, business as not – for profit) but not the internet itself. It must be noted that the 
internet has no central management and no centrally offered service. Any decision that has to be made, such as 
technology standards, are made by voluntary membership organization  known as the internet society (w 150c) 
which any individual or organization may join. 
 
Retailing on the other side is seen as omnipresent (seen every where all the time), educational, dynamic and 
challenging. Retailing is as old as Biblical markets and as the personal, national and international. It is in fact 
seen as the most important or significant link in the distribution chain from producer to consumer, for almost all 
of our GROSS NATIONAL PRODUCT (GNP) reaches us through some form of retailing. Basically, retailing is 
defined as the selling of goods or services individually or in small quantities directly to the consumer for 
personal, non business use. It is other referred to as the marketing at the level of the final consumer.  
 
Clearly, everybody seemed to agree that upon entering the 21st century our lives would forever be changed   by 
the manufacturers, has made a significant contribution to the economic prosperity that we enjoy so much. The 
nations that have enjoyed the greatest economic and social progress have been those with a strong retail sector. 
Retailers have become valued and necessary members of society. Although some may argue that we have too 
many retailers with too many stores operating today, we must not forget the social benefits that ―overstoring 
provides and economy. Some of the benefits that a vibrant retailing sector provides are easier access to products, 
not having to settle for a second or third choice when shopping for a particular product, greater customer 
satisfaction, and higher levels of customer service. However, perhaps the critical role of retailing in a society 
can best be illustrated when retailing doesn‘t perform as it should. Our Global Retailing box  illustrates one of 
the Eastern European countries experienced a low rate of economic growth when they were under Communist 
control .Interestingly, Toys R Us, Wal-Mart, Pizza Hut, and McDonald‘s opened for  business in these 
countries, they became instant successes. The Joy and excitement these new forms of retailing  provided the 
citizens was amazing, which illustrates very well the value people of all cultures place on retailing that is 
responsive to their needs and wants. 
Retailing, as we use the text, consists of the final activity and steps needed to place a product in the hands of the 
consumer or to provide services to the consumer. Infact, retailing is actually the last step in a channel of 
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distribution that may stretch from Europe or Asia to your hometown. Therefore, any firm that sells a product or 
provides services to the final consumer is performing the retailing function. Regardless of whether the firm sells 
to the consumer in a store, through the mail, over the telephone, through a television infomercial, over the 
Internet, door to door, or through a vending machine, it is involved in retail. Many observers of the American 
business scene believe that retailing is the most staid and stable sector of business. Although this observation 
may have been true in the past, quite the contrary is occurring today .Retailing, which accounts for less than 10 
percent of the worldwide labor force and includes every living individual as a customer, is the largest single 
industry in most nations is currently undergoing changes in many exciting ways .Currently there are 1.9million 
retail establishments in the United States with total sales of $2.9 trillion. Based on U.S Bureau of Census data, 
there are 23 retail establishments for every thousand households with average annual sales of more than 
$750,000.However, most retailers are smaller than the mean, Today more than 50 percent of retail 
establishments are small operations with annual .The number of new retail enterprises that have been developed 
in the past two decades is truly amazing. Most of these new business have actually been new institutional forms, 
such as electronic retailing, warehouse retailing, supercenters (which are a combination of the discount 
department store and the supermarket), and home delivery fast-food business. Change is truly the driving force 
behind retailing today. We will now explore some of the trends that are affecting modern retailing. 
 
2.1 The Differing Patterns Of Retailing Around The World 
The concentration of the retailing industry varies significantly between markets.  Low concentration ratios of 
retailer ownership give more power to the manufacturer.  A ―no‖ decision from any one retailer does not make a 
big impact on total sales.  Whilst the low concentration ratios to be found in Japan and Italy and in many lesser 
developed countries increase the relative power of the manufacturer, there are problems.  First, low 
concentration ratios in retailers might be counterbalanced by powerful wholesalers.  Second, the costs of the 
sales force in calling on a multiplicity of very small retailers and the logistics of delivering products to them can 
reduce the manufacturer‘s profitability.  If economies are sought by using wholesalers, the power balance might 
tilt away from the manufacturer to the wholesaler. 
 
 The main differences between traditional retailing structures found in lesser developed countries and the 
advanced retailing structures in more developed economies are store size, initial capital outlay and many more. 
Retailing in developing countries is characterized by low levels of capital investment.  The large size, purpose-
built retail outlet, full of specialist display shelving and electronic point of sale equipment, is rarely found in less 
developed countries (LDCs).  The more likely picture is of a very small space with goods sold by the counter 
service method and technology limited to a cash register or a pocket calculator. 
 
Retail stores are often managed by the owner/proprietor and staffed by the extended family.  The lack of capital 
input is partially offset by large quantities of low-cost labour and the management style is usually based on 
limiting risks.  The retailer will seek to stock goods with a proven demand pattern.  In addition, the retailer will 
try to obtain interest-free credit from the interface channel partners: the wholesaler and the manufacturer. 
 
Distribution channels in developing countries depend on manufacturers and wholesalers for their sales 
promotion ideas and materials.  In developed countries retailers often take the initiative regarding sales 
promotions and will develop their own schemes.  The opportunities for the manufacturer to influence the retailer 
in advanced countries are becoming fewer and fewer. 
 
Small-scale retailing limited the opportunities to follow own-label strategies.  The minimum economics of scale 
cannot be reached by the small urban and rural retailer in developing countries.  The balance of power lies with 
the manufacturer to innovate and adapt products. 
 
The proliferation of very many small-scale retailers means that the retail market is widely dispersed.  The levels 
of concentration of ownership are much lower than are found in mature economies with relatively structured 
levels of retailing. 
 
These differences give rise to principally four stages of retailing around the world: traditional, intermediary, 
structured and advanced. 
 
2.2 The Globalization of Retailing 
One of the key trends in international distribution over the past few years has been the aggressive strategies 
pursued by many major retailers as they have pursued global marketing objectives.Tesco, the French 
hypermarket groups Auchan, Carrefour and Promodes, and the German discount food retailers Aldi, Lidl and 
Swartz have all expanded globally.  The food retailing sector especially is now dominated by huge global 
retailers.  However, it is not just in food that retailers are going global; the US retailer Wal-Mart and specialists 
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Toys R Us, Home Depot, Staple, Benetton, Body Shop and Hertz and all now global retailers.  Hong Kong 
retailers A S Watson and Dairy Farm entered neighbouring countries with supermarkets and pharmaceutical 
chains and Japanese department stores Takashimaya and Isetan have established outlets across Asia.  More 
recently this trend has accelerated, with German retailers Metro, Rowe and Tengelmann expanding into the 
Czech Republic, Hungary and Poland, often using joint ventures with former socialist cooperatives.  Three 
Western European retailers, Tengelmann (Germany), Ahold (Netherlands) and Delhaize Le Lion (Belgium), 
now generate more sales and profit from their foreign activities, which include the US, Central Europe and Asia, 
than they do in their home markets.  Tesco, already strong in Ireland, Central Europe and Asia are now 
expanding into the USA, opening a number of Tesco Express stores on the West Coast. The expansion of 
international activity of retailers around the world has given rise to four different types of international retailers: 
the hypermarket, the power retailers, the niche retailer and the designer flagship stores who target particular 
global cities for their stores. 
 
2.3 Internet Retailing 
Multimedia technology has provided a number of opportunities for interactive shopping which offer particular 
opportunities in international markets.  Teleshopping and the Internet offer suppliers the retailing opportunities 
for direct contact with consumers throughout the globe.  What‘s more they can achieve this without the 
problems and expense of having to establish infrastructures in foreign country markets.  For example, 
Amazon.com, the bookshop which sells purely over the Internet, carries no books as they are directly shipped 
from the publishers‘ or distributors‘ warehouses.  This means Amazon have few inventory or real estate costs.  
They offer 2.5 million titles including every English language book in print whereas even the largest bookstore 
would only stock 170,000. E Toys, the Internet competitor to Toys R Us, has no retail outlets but a higher 
market capitalization than Toys R Us.  EToys proactively trap individual information on consumer purchases 
and then flash messages back telling as do Amazon.  The diffusion of the Internet is increasingly challenging the 
traditional channels of distribution.  It has the capacity to bring together buyers and sellers around the world 
through the creation of an online marketplace.  However, despite exponential growth in access to the Internet, 
consumers are still limiting their purchases to relatively few product lines.  It is estimated that nearly 40 per cent 
of all Internet purchases are for travel, another 26 per cent for the purchase of tickets for events and concerts and 
25 per cent is spent on books and CDs. 
 
In international marketing, the major impact has been the ability of the Internet to enable small and medium-
sized companies to access niche markets around the globe that were previously sites, a company in effect 
becomes global and can sell goods and services throughout the world.  However, there has also been the 
development of market sites which have impacted on the way business transactions take place internationally, 
such as:  Auctions.  Online marketplaces where negotiations of price between independent buyers and sellers is 

implemented through a standard auction open to all participants.  Single buyer markets:  Where a large buyer establishes an online intranet market for its own suppliers, 
usually for them to gain access to the site the suppliers will have achieved the status of approved supplier.  Pure exchanges:  Where individual buyers and sellers are matched according to product offers and needs. 

     The most promising products are often those where existing intermediaries do not perform many of the 
traditional ‗wholesaler‘ functions for a broad market owing to the high cost of servicing small diverse and 
geographically or functionally dispersed players.  There are several market characteristics in international 
markets which favour the development of Internet-based distribution:  Inefficiencies in traditional distribution channels, as in Japan where it is difficult for international 
operators to penetrate the market so sellers cannot gain access to customers  Market fragmentation.  Niche market players where customers are geographically dispersed across the 
globe and are not concentrated in any one country.   Minimum scale barriers.  Smaller exporters have traditionally been restricted from operating globally 
because o the costs and difficulties of exporting, and therefore lose out to larger players who reap economies 
of scale and exploit distribution relationships.  Commodity-type products.  Products with well-known technical specifications, or manufacturer brands that 
can easily be price-compared across countries and do not require substantial after-sales service.  Short life-cycle products.  Products-markets with short life cycles create large quantities of obsolete and 
discontinued items.  Customers may experience difficulty finding spare parts or compatible accessories for 
earlier generations of product. 
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3.0 Importance Of The Internet To Retailing 
Internet retailing is a retail format in which the retailer and customer   communicate with each other through an 
interactive electronic network. In response to customers requirements or enquires, the internet retailer transmits 
information and graphics to the customers computer or TV. 
1. Safety  
Security in malls and shopping areas is becoming an importance concern for many shoppers-Non store retail 
formats have an advantage over store – based retailers by enabling customers to review merchandise and place 
orders from a safe environment – their homes. 
2. Ordering and Merchandise  
Electronic retailing, like most non store retail formats, enables consumers to order merchandise from many 
locations at any time of the day. However, consumers usually have to wait several days to get the merchandise. 
Thus, all non store retailers suffer in comparison to stores on this dimension. The importance of getting 
merchandise to customers immediately depends on the type of buying situation and merchandise. Example, his 
panic typically buys wedding gifts just before they attend the ceremony and reception. As results they are less 
likely to buy the presents form non store retailers. Many items bought in a supermarket are perishable and must 
be taken home and stored in a refrigerator or consumed shortly after they are purchased. Due to this an 
electronic supermarket retailer must be able to deliver orders to customers shortly after are picked from a store 
or warehouse. 
3. Number of alternatives. 
A potential benefit of internet retailing compared to other retail format is the vast number of option or 
alternatives that become available to consumers. However, having a lot more alternatives to consider might not 
be that much of a benefit. Consumers rarely visit more than two outlets even when buying expensive consumers 
durables. While it is less difficult to go from one website to the other, finding what you want is not so easy 
because each website has a different interface that customers have to learn in order to get the needed 
information. 
4. Assistance in Screening Alternatives  
A more significant potential benefit retailing is the ability to have an electronic agent called FRED search 
through a wide range of alternatives and select a small set for the customers to look at detail. It must be noted 
that, service oriented retailers like department and specially stores also have this capability . most often, sales 
associate in these stores know what their preferred customers want, select a few outfits and arrange to show 
these outfits before the store spends or even take the outfits to the customers office. FRED is called an electronic 
agent because it is a software or computer program that locates and selects alternative based on some 
predetermined characteristic. In the near future, electronic agents may be computer software programs bought 
by consumers. The programs could learn about a consumers taste by asking questions when it is installed on the 
consumer‘s computer. 
5. Providing Information to Evaluate Merchandise  
An important service benefit offered by retailers is providing information that helps customers make better 
purchase decision. Retailers vary in the sheer amount of information provided about their merchandise. 
  
Store – based retailers also differ in the information they make available to consumers. Specially and department 
stores typically have trained, knowledge sales associates, while most discount stores do not. 
 
Electronic or internet retailers have the opportunity to provide more information to their customers than 
specialty and department store retailers. Customers shopping electronically can drill down through web pages 
until they have enough information to make a purchase decision. Again, the information in the internet retailers 
database can be updated frequently and be available all the time. 
6. Cost of Merchandise  
Some experts suggest that electronic retailers will have. After an electronic dialogue between the retailer and the 
customer, the customer can order merchandise directly through the interaction network or by telephone: the 
merchandise is then delivered to the customers at his/her home. The band width of the internet connections into 
most households limits the interactivity as well as the amount and quality of information that can be presented. 
Bandwidth is basically the electronic pipe bringing information on the web to an individual. When the band 
width increases. More information can be down loaded quicker from the web to your home computer. 
 
3.1 The Challenges Of The Internet 
The internet has created new challenges and problems as it has gain popularity. Below is a description of the 
major people, technology and organizational challenges that internet poses and their social and economic 
impact. 
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A. Technology Issues 
1. Internet security.  
Internet security is one obvious issue. When the net was why a data highway for free exchange of ideas among 
scientist and educators, security was not a major issue because most users wanted others, the transmission of 
proprietary as sensitive data in such areas as product development manufacturing process and marketing plans 
needs to be protected from paying competitors. Companies offering products for sale on the net and their 
customers are also concerned about theft of credit card information. Retail operators have not mushroom on the 
net as quickly as many had helped, and the inability of people to trust security … the net is one major reason. 
 
Another one security problem on the net is unauthorized access to connected computers. The internet has proven 
valuable to scoundrel‘s intent on creating trouble because it was design to be easily accessible. Security is 
concluding that current password protection systems are no longer adequate. 
 
2. Band width 
This is another major technological issue. With the success of the web, sound, graphic and even full motion 
video are now an important aspect of the net – yet these all require … quantities of data, greatly slowing down 
transmission and the overloading of screens. Some web serves because over loaded with servicing request and 
may be difficult to connect to during busy periods.  
 

B. Organizational And Social Issues  
1 .Internet culture. 
This has been an area of great controversy the original body of the Net users, scientist and educators, view the 
network as an electronic vehicle for free speech. They have created a culture that abhors traditional advertising 
or electronic junk mail. On the other side of the ―coin‖, few see, to object to …commercial use, such as 
employees communicating with each other via E-mail. Some E-mail system can automatically screen all 
incoming messages, reject those that do not meet certain criteria‖ established by an individual user. 
 
2. The social and cultural impact 
It is without double that the internet breaks geographic barriers, that physical isolation no longer need imply 
intellectual isolation. With the internet the world is becoming smaller. Observers believe that while more people 
than ever have easier access to data world wide, such access calls for expensive technology that only a relatively 
small elite can afford. Some believe that while the knowledge elite is become larger, the gulf between the elite 
and the rest of the world is widely and becoming even more difficult to bridge. 
 
3. Inability to control access to information. 
This is creating difficulties in some countries. In the …. Countries that are trying to grow their economies or 
support their scientist have no choice but to allow or enable links to the internet. Many governments now tries to 
control what their citizens read and see, but this is seen as a nearly impossible task once people are connected to 
the internet. 

 
C. People Issues 
Information overload is another obstacle for Net users. The internet is so large that an enquiry often leads to 
more responses than the recipient can handle. Some people have stopped using the internet because they get 
close to 500 messages a day and it becomes difficult to sort and read all of them. 
 

4. 0 Factors Affecting the Growth of Internet Retailing  
Electronic or internet retailing is estimate to be less than 2 percent retail sales in America and even a smaller 
percentage of retail sales in Europe and Asia. However the annual growth of U.S electronic retailing sales is 
over 100 percent. 
 
 Three critical factors affect the adoption of new innovation including shopping electronically; 
 
A.Trying out Electronic Shopping (innovation) 
To embark on electronic or internet shopping, consumers must first have access to the internet to be able to      
communicate with electronic retailers through the internet using a computer. In 1999, over 180 million people 
around the world had across to the internet with a majority of these web surfers living in North America, while 
the early users of the internal were mainly males, educated and with higher income than the general U.S 
population, as this innovation diffuses, the demographics of internet users began to reflect the general 
population. The substantial internet usage by generation 7 subjects a bright future for internet retailing. Children 
and teenagers constitute one of the fastest growing internet populations. Surfing the net is a highly regarded 
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activity by children and teenagers. Internet usage and electronic shopping is much less common in Europe than 
in the U.S because of differences in the payment systems for local telephone connections. Some other obstacles 
to the growth of electronic shopping and other and other forms of non store retailing in Europe are the unreliable 
postal service in some countries, the tax differences across countries and a greater concern about credit card 
security Europeans. 
 
B. Perceived Risk In Electronic Shopping  
A critical concern to majority of consumers is that credit card transactions are not secure when shopping on the 
internet. But these security risks have arisen in actual usage because almost all electronic retailers use 
sophisticated technologies to enctyist communications. The perception of risk is generally diminishing because 
credit card companies are now promoting the use of their cards on the internet and informing customers that 
they (customers) will nor be responsible for credit card lapses. Technological developments are reducing the 
risk of electronic shopping by enabling secure transactions and increasing the amount and quality of information 
available to electronic shoppers by providing broadband connections to house holds. The primary factor 
determining the growth of electronic retailing will not be internet access or limitations in technology, but 
whether this new format can provide sufficient benefits over existing retail format to provide interest to 
customers in surfing the Net rather than going to stores 
 
C. Benefits Of Shopping On The Internet  
Although, the electronic shopping experience described is appealing current retail formats effectively satisfy 
most consumer needs 

1. Entertainment and social experience 
        In stored retail format provide more benefits to consumers than simple having merchandise readily available and 

helping them to buy it. All non-store retail formats are limited in the degree to which they can satisfy these 
entertainment and social needs. Even the most exciting and inventive web pages and video clips will not be as 
exciting as the displays and activities in the physical store format. Much lower, as much as 25% lower than 10 
store retailers, because electronic let5ailers do not have to spend money building and operating stores at 
convenient locations. However, electronic retailers or their customers will have higher lost to get merchandise to 
have, deal with the high level of returns, and abstract customer to their websites. Even though sales by electronic 
retailers retailing are small now, it has the potential to be a higher retail format and realize optimize sales 
estimates in the future because the format can offer consumers superior benefit to those offered by present. Store 
and non store format 
 

 5.0 Key to Successful Internet Retailing. 
 Some critical resources needed to successfully sell products electronically are; 
 
A. Strong Brand Name Image 
The brand name or images of the retailer are of great importance due to the image of the following two reasons; 
1. First of all, most customers or shoppers are only aware of the limited number of stores they patronize in their 
local area. 
However, internet shoppers have over100, 000 locations they can visit. It is very expensive for electronic 
retailers they websites. 
 
2. Second, a trustworthy reputation is important for an electronic retailer. Buying merchandise over the internet 
is very risky because customers cannot see the merchandise, before they purchase them. This electronic shopper 
need to believe the retailer will provide secure credit card transaction, deliver the quantity of products described 
on the web pages, and maintain privacy of any information revealed by the customer. In order to reduce risks for 
customers, most internet and cat log retailers offer money-back guarantees. Large store based retailers and 
national brand manufactures have high brand awareness and strong reputations. On the other hand, only a few 
catalog and internet-only retailers are well known and respected by consumers. 
 
B.Customer Information 
An important benefit provided by internet retailers is tailing their presentations to the needs of specific 
customers. Electronic retailers have the great opportunity to exploit this unique interactive feature of the internet 
using information such as demographics, past purchase histories, and preference of each customer. With this 
customers and suggest appropriate merchandise. An extensive customer datalise is critical asset for building 
loyalty with electronic shoppers for two main reason; 
1. By using the database, electronic retailers will increase customer satisfaction with the shopping experience at 

their site. 
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2. Secondly, each time a customer patronizes a particular electronic retailer, more the customer better. Whole 
the use of this information provides benefits for customers it also raises privacy concerns. To reduce these 
concerns, almost all their site and most offer customers a choice about how their information is used. 

 
C. Complementary Merchandise and Services 
 The opportunity for an electronic retailer to make multiple item sales is important for two reasons; 
1. When making multiple-item purchase from an internet retailer, customer and offer a set of items that solve a 

customer 
2. The internet retailer is an ideal position to recommendation the customer based on the privacy purchase of 

the customers problems. 
     The internet provides an opportunity to go beyond the traditional merchandise assortment offered by store-

based retailers and provide tools and information to assist consumers in solving problems. Generally retailers 
are skillful at putting together merchandise assortments a skill that most manufactures lack. 

 
D.Unique Merchandise 
By offering unique merchandise or products, internet retailers differentiate themselves from competition and 
reduce the potential price competition. Three approaches for offering unique products or merchandize are; 
 1. Private –label merchandise 
 2. Branded variants or co-branded merchandise 
 3. Prepackage assortments 
  Internet retailers can differentiate themselves by developing their own private-label merchandise that they sell 
exclusively. 
 
  They can also work with manufactures   to provide branded variants that they sell exclusively. 
 Finally, internet retailers can offer unique merchandise by sell unique bundus of complementary product 
 
E.Presentation Of Electronic Formats 
Traditionally, some store –based retailers have used store design and atmosphere to differentiate their offering 
from competing retailers. Internet retailers, having been immersed in internet technology, have considerable 
skills in this area. Catalog retailers and some store-based retailers engaged indirect mail and catalog activities 
have presentation skills similar to those needed in electronic retailing. 
 
F. Efficienty Distribution 
When customers shop at retail stores, they bear the cost of transporting products from stores to their homes and 
bringing unsatisfactory products back to store. When buying from an internet retailers, the lost of home delivery 
can significantly increase the total cost include by the customer. 
 
Distribution costs and system play a particular role in the growth of electronic grocery shopping. Since many 
items sold in supermarkets are perishable, deliverers must be made when the buyer is at home to put the 
perishables in a freezer. 
 

6.0 Ethics in Retailing 
Ethics is a set of rules for moral human behaviour.  These rules or standards of moral responsibility often take 
the form of dos and don‘ts.  Some retailers have an explicit code of ethics, which is a written policy that states 
what ethical and unethical behaviour is.  However, most often an implicit code of ethics exists.  An implicit 
code of ethics is an unwritten but well understood set of rules or standards of moral responsibility.  This implicit 
code is learned as employees become socialized into the organization and the corporate culture of the retailer. 
 
Regardless of whether the code of ethics is explicit or implicit, it is an important guideline for making retail 
decisions.  Shortly we will review some retail decision areas where ethical considerations are common.  
However, before doing so, it should be pointed out that legal behavior and ethical behavior are not necessarily 
the same.  Unethical actions may be legal.  Laws, after all, represent a formalization of behavioural standards 
through the political process into rules or laws.  Therefore, a retailer needs to behave legally because laws 
represent a ―formalized‖ set of ethical rules.  In addition, retailers need to look beyond laws and engage in 
practices that are also ethical.  One problem, though, is that ―reasonable‖ people may disagree as to what is right 
and wrong behavior.  For this reason, retailers should develop explicit codes of ethical behavior for their 
employees in order that they might have a sense of what is right and wrong. 
 
Lets look at three areas where ethical considerations are needed in retailing: 
1. Buying merchandise 
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2. Selling merchandise 
3. The retailer-employee relationship 
In each of these situations the retailer faces an ethical dilemma.  Note that what is legal may not necessarily 
represent the best ethical guideline. 
 
Ethical Behavior in Buying Merchandise 
When buying merchandise, the retailer can face at least four ethical dilemmas which relate to product quality, 
sourcing, slotting fees, and bribery. 
 
Product Quality should a retailer inspect merchandise for product quality or leave that to the customer?  
Although the law does not require such inspections, most retail buyers are concerned that their merchandise 
meets the expectations of the store‘s customers.  As a result, some retailers have developed laboratory testing 
programmes to verify the quality of not only their private label products but of manufacturers‘ brands as well. 
 
Sourcing should a retailer verify the source of merchandise?  A State Department document revealed that the 
Chinese may be exporting up to $100 million of merchandise made by prisoners, including many political 
prisoners, as well as counterfeiting some $800 million a year in videotapes, compact discs, and books. The 
importation of such merchandise violates American laws, yet, most U.S. importers are unaware of this problem.  
In addition, though not against U.S. laws, some foreign merchandise sources use child labour or fail to pay a fair 
level of wages. The only way U.S retailers can be sure that they are not buying illegal merchandise is to inspect 
all suppliers, down to the smallest subcontractors.  However, some retailers are also having troubles with 
American suppliers.  A programme of careful vigilance to overcome such activities can be expensive and it is 
doubtful whether American consumers would be willing to bear the cost.  Seeking to overcome such complaints, 
Kmart has begun to use private investigators to check out vendors to make sure they are not buying from 
unsavory characters. Many other major American retailers have agreed to allow independent observers, 
including human rights officials, to monitor working conditions in their foreign factories.  Consumers can check 
the U.S. Department of Labour‘s web site (http:/www.dol.gov) to see if a particular retailer is involved in the 
programme.  In 2000, Nike, after years of being a target of many groups for using sweatshops, agreed to release 
a ―complete audit of the 600 plants that manufacture its shoes and apparel – gory details and all.‖ 
The issue of sourcing is of particular importance to college students, as a recent study found that $2.5 billion in 
college apparel (items bearing collegiate logos) had been manufactured in sweatshop factories.  The University 
of North Carolina at Chapel Hill was the first to agree to push for humane factory working conditions from the 
500 companies producing the popular sky blue UNC T-shirts and other apparel. 
 
Slotting Fees should retailer demand money, commonly called slotting fees, from a manufacturer for agreeing 
to add a new product to its inventory?  Slotting fees (also called slotting allowances) are fees paid by a vendor 
for space, or a slot, on a retailer‘s shelves, as well as for having its UPC number given a slot in the retailer‘s 
computer system.  After all, t its UPC code is not in the system, individual stores could not stock the item.  
Retailers claim that such fees are actually a means of defraying their added expenses of adding warehouse 
space, replacing existing items in the store, placing the new items in the inventory control system, and as a form 
of insurance or a way of guaranteeing at least some profit from carrying the new item.  The FTC has ruled that 
slotting fees, though they make a lot of vendors unhappy, are not discriminatory or anticompetitive, even though 
one major grocer acknowledged that the fees exceeded the retailer‘s costs.  In fact, the Internal Revenue Service 
even issued an ―audit-issue‖ paper on reporting such fees for both the retailer and manufacturer.  However, the 
U.S. Senate has begun to investigate this practice. 
 
Bribery should a retailer, or its employees, be allowed to accept a bribe?  Bribery occurs when a retail buyer is 
offered an inducement (which the IRS considers to have a value greater that $25) for purchasing a vendor‘s 
products.  Such inducements, it should be noted, are legal in many foreign countries.  The reader may want to 
visit the document and publication section at the Transparency International web site (www.transparency.de) to 
see in which countries bribes are still considered part of the normal business behavior, in the United States, the 
Foreign Corrupt Practices Act bans bribes as anticompetitive.  It is, after all, hard to develop a relationship 
between a retailer and supplier when bribes are expected. 
 
In the mid-1990s a JCPenney‘s buyer admitted to taking $1 million in bribes over several years, even though the 
products under question made money for Penney‘s.  The ensuring coverage pointed out that many retailers had 
no formal policy on this subject.  The negative consequence of this behavior has led some retailers to ban 
employees from accepting anything from a supplier. Wal-Mart, which by being the world‘s largest retailer is 
also the largest purchaser, has probably the strictest employee standard in the industry.  Wal-Mart‘s employees 
are not allowed to accept any gifts (including samples) from vendors, not even if it is just a cup of coffee or soft 

http://www.transparency.de/
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drink when visiting a supplier‘s showroom.  Kmart has gone a step further by requiring not only all its managers 
and buyers, but also its vendors, to sign an integrity pledge. 
 
Ethical Behaviour in Selling Merchandise 
Ethics can also influence the selling process with regards to the products sold and the various selling practices 
that salespeople use.  
 
Product Sold Should a retailer sell any product, so long as it is not illegal? For example, should a convenience 
store operator located near a high school sell wine coolers?  Should convenience stores carry cigarette paper for 
those few customers who prefer to roll their own and risk selling the paper to high schoolers who might use it 
for smoking marijuana? 
 
Sometimes not carrying products can add to a retailer‘s profit.  For example, trader Joe‘s, a California specialty 
food retailer, recently analyzed all its cigarettes carried by company and brand and found only Marlboro merited 
the space allocated.  Therefore, rather than just carry that one brand, the retailer dropped all cigarettes.  The case 
at the end of this chapter describes how the nation‘s second largest cigarette retailer faced this situation. 
  
Selling Process Practices can a salesperson, while not saying anything wrong, be allowed to conceal from the 
customer all the facts?  Also, should selling the ―wrong‖ product for the customer‘s needs be permitted? Many 
retailers have ethical standards against such practices.  However, as long as salespeople are paid on commission, 
we can expect such behavior to sometimes occur.  Some highly successful retailers, such as Home Depot‘s 
Bernie Marcus, have sought to overcome this dilemma by never putting their employees at odds with their own 
code of ethics.  Marcus has been quoted as saying, ―The day I‘m laid out dead with an apple in my mouth is the 
day we‘ll pay commissions.  If you pay commissions, you imply that the small customer is not worth anything.‖  
It should be pointed out, however, that paying commissions would be difficult in a self-service operation like 
Home Depot. 
 
Ethical Behaviour in the Retailer-Employee Relationship Ethical standards can also influence the retailer-
employee relationship in three ways: misuse of company assets, job switching, and employee theft. 
 
Misuse of Company Assets most people would agree that stealing merchandise is illegal; but what about other 
types of stealing?  What about an employee surfing the web or trading stock on company time?  Also, what 
about taking an extra break or using the retailer‘s phone for a personal long-distance call?  All of these, although 
not subject to criminal prosecution, are forms of employee theft and should be considered when an employee 
develops his or her code of ethics. 
Advancements in computer technology and the growth of the Internet have recently challenged one of the most 
treasured of American rights- the right to privacy.  Most retailers have an asset that would have been unheard of 
a generation ago. Today‘s retailers have databases that contain heretofore private information about nearly every 
American that most consumers do not even know exists.  However these databases are put together- whether 
collecting information from the retailer‘s web site or by purchasing information from state governments (e.g. 
driver license bureaus or voting registrars)- they do exist. 
 
Consider the case of Toysmart.com, an on-line retailer that shut down on May 22, 2000.  As with any company 
that enters bankruptcy, the creditors will want to use any of the firm‘s assets to settle their claims.  One of the 
major assets of Toy smart was its database of customer information. Toy smart‘s web site contained the 
following statement:  ―Personal information voluntarily submitted by visitors to our site, such as name, address, 
billing information and shopping preferences, is never shared with a third party. All information obtained by 
toysmart.com is used only to personalize your experience on-line.‖  However, despite the above notice on its 
web site, Toy smart‘s database was offered for sale by the creditors in select editions of the Wall Street Journal 
on June 30, 2000.  Although the sale of databases in not illegal per se, both Congress and the FTC are 
investigating the issue of creditors rights to the use of this data. 
 

7.0 Conclusion 
The paper indicated that buying merchandise over the internet is very risky because customers cannot see the 
merchandise before they purchase them. This electronic shopper needs to be convinced that the retailer will 
provide secure credit card transaction, deliver the quantity and quality of products described on the web pages, 
and maintain privacy of any information revealed by the customer. In order to reduce risks for customers, most 
internet and cat log retailers offer money-back guarantees. This means that the success or failure of internet 
marketing depends on the firm‘s ability to reduce risk that customers will encounter, have strong reputation and 
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be highly legal and ethical. With this, one can conclude that retailers who do not have strong brand reputation 
and are not conducting themselves ethically cannot compete and will soon collapse 
.  
The paper showed that multimedia technology has provided a number of opportunities for interactive shopping 
which offer particular opportunities in international markets. Teleshopping and the Internet offer suppliers the 
retailing opportunities for direct contact with consumers throughout the globe.  What‘s more they can achieve 
this without the problems and expense of having to establish infrastructures in foreign country markets. It is 
therefore clear that the internet is the best means for retailers to expand their business with minimum cost. But 
that notwithstanding, it calls for some kind of skills which demands some kind of technical training without 
which internet retailing will not be possible. 
 
However, it is seen from the paper that retail strategic planning and operations management model suggest that 
a retailer must engage in two types of planning and management tasks(strategic planning and operations 
management). Each of these tasks is undertaken in order to achieve high profit performance results. This kind of 
planning requires a long-term commitment of resources by the retailer. The essence of this is to protect the 
retailer against competitive onslaughts. The implication here is that to be successful, retailers must take strategic 
planning serious and commit resources into it. It also means that if the retailer is weak on strategic planning, 
then, he cannot compete successfully. Therefore, we can conclude on the surface that retailers who commit 
resources into strategic planning are likely to succeed which is not also the case. This stems from the fact that if 
the environment is not highly competitive and the customer knowledge of the market is low then, one can still 
succeed whether strategic planning is seriously considered or not. 
 

8.0 Recommendation 
To maintain a competitive advantage over period, retailers needs to come out with innovative marketing 
strategies that will improve the retailers‘ competitive position whilst delivering superior customer and 
shareholder value.  To do this, the organization needs to build its knowledge and understanding of the strategic 
issues involved in leveraging competitive capability across global markets and it needs the skills and the 
capabilities necessary to manage a marketing portfolio across global markets. In creating innovative marketing 
solutions, a firm must ensure it has the necessary budgetary and planning control systems and appropriate 
performance measurement systems to ensure that in the execution of strategies a positive contribution is made to 
shareholder value. This stems from the fact that research has shown that the real strategic problem is not the 
choice or the development of the strategy but, effective implementation of the strategy chosen. For strategic 
marketing decisions to drive business success, I recommend that retailers making those decisions must undergo 
a fundamental change in attitude and direction and to also show how the decisions taken can deliver better 
revenue growth, more profit and increased customer satisfaction. 
 
In as much as ethical and security issues are of great concern to online marketers, I strongly recommend that 
retailers must take security matters seriously and to also conduct their activities ethically by prescribing and 
adhering to code of ethics. With regards to personal information about online customers, I recommend that 
retailers must submit themselves to any data protection legislation enacted in their areas of operation so as to 
prove to customers that they have their protection at heart. This kind of legislation will help protect the 
individual online customers, protect their privacy and prevent misuse of their personal data. This data protection 
Act will also provide guidelines on how personal data should be collected, stored, processed and transferred 
without affecting the online customer negatively thereby enhancing confidence in the customer to continue 
shopping online.  
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Abstract 
This study examines the non-financial characteristics of corporate performance in the Nigerian economy, using 
primary data approach. Data were collected through questionnaire and a total of 100 sets of questionnaire were 
distributed across twenty (20) different corporate firms from ten (10) different industries located in Ikeja, 
Ilupeju and Agbara Industrial Estates in Lagos and Ogun State, Nigeria. In other words, two (2) firms were 
selected from each industry while five (5) copies of questionnaire were also administered among different 
categories of staff in each of the selected firms. From the various analysis carried out in the study, ranging from 
frequencies distribution to the log linear tests, it was evidently shown that the non-financial characteristics of 
firms such as employment generation, facilities siting, philanthropic donations as well as research and 
manpower development have significantly promoted development in Nigeria. The study suggests among others 
more commitment of corporate firms in Nigeria, to improving the socio-economic welfare of people in their 
respective locations rather than laying more emphasis on profit maximization. 
 
Keywords: Non-financial, Characteristics, Corporate, Performance, Nigeria. 
 

1.0 Introduction 
The effort of every economy is on the need for sustainable development in all facets of human endeavour, be it 
political, social, cultural, educational or economic. Therefore, corporate institutions play a significant role in all 
these facets of human development. This development could also be seen in terms of changes in the entire life of 
the people concerned, such as increase in productivity, social and economic equality, change of attitude, 
increase in modern and scientific knowledge, and improved institutions, among others (United Nation, 1971). 
 
The involvement of corporate institutions in the economy explains why, when and how business actively 
manages its social, environmental and economic aims, performance and outcomes, and their relationships 
(European Economic Commission, 2002). The measures of corporate performance involve both the financial 
and non-financial elements. The financial measures include, value added of firms, return on assets, return on 
equity, return on capital employed, profitability, among others, while the non-financial elements also include, 
facilities siting and management, employment generation, product and service development, use and delivery, 
sourcing and procurement, research and manpower development, as well as philanthropic and community 
investment (United Nations, 2002). 
 
These non-financial measures of corporate performance also, according to United Nations, (2002), encompass 
all aspects of the organisation economic interactions, including the traditional measures used in financial 
accounting and the intangible assets that do not systematically appear in financial statements. 
 
Having identified some of the non-financial characteristics of corporate performance, the study seeks 
specifically to analyse the extent at which the non-financial activities of firms‘ such as employment generation, 
facilities siting, philanthropic donations,  research and manpower development among others, have significantly 
affected the socio-economic lives of people in Nigeria. 
 

2.0 Literature Review 
2.1 Non Financial Features Of Firms’ Performance 
In the review of St. Microelectronics, (2001), facilities‘ siting, as one of the non-financial characteristics of 
corporate performance is known to have had significant economic impacts on local communities. Facilities‘ 
siting in a community is capable of providing positive economic impacts, through generation of income and 
local tax revenues and the creation or maintenance of local employment and business support, as well as being a 
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potential catalyst for wider investment in a particular location. According to St. Microelectronics, it further 
creates negative impacts, through increased demand on infrastructure, public services and natural resources, and 
also through the displacement of existing businesses or other means of earning wage. 
 
Another non-financial characteristic of firms is employment generation which according to Brown, (2002) is 
one of the most important drivers of a country‘s economic development. The development according to Brown, 
may either be direct, through permanent or contract jobs, or indirect as the case may be through supplier and out 
sourcing contracts. 
 
Company‘s product and service development, use and delivery are other non-financial characteristics of firms, 
measuring performance. Through these characteristics, according to Cooperative Bank (2001), the economic 
effect of how a company manages its products and services primarily stems from its pricing and marketing 
mechanisms. Product and service delivery channels and uses also affect the economy by determining access to 
and use of essential utilities. 
 
The indirect impact of corporate firms through sourcing and procurement on communities according to the bank 
report (which involves purchasing and outsourcing of goods and labour) can be considerable. 
 
Also, as one of the non-financial characteristics of firms‘ performance, research and manpower development 
can positively influence lives in the economy. This is one of the claims from companies annual report and 
financial statements, particularly the 2008 annual report and financial statements of Costain (W/A) Plc, 
Guinness Nigeria Plc, Unilever group, PZ Plc among others. Also, Global Reporters, (2008), corroborate the 
claims of the aforementioned companies‘ annual reports, that a company‘s manpower training program may 
boost its own human capital, as well as that of the society in which it operates. Also in the same direction, the 
philanthropic donations of firms in various communities appears to be positive, as revelation from the annual 
report and financial statements of Total Oil (Nigeria) Plc indicates that the total donations made to charity 
organisations between 2007 and 2008 by the company was five hundred and fifty-six million, one hundred and 
ninety-two thousand, two hundred and twenty-five naira (N556, 192,225.00), to improve the welfare of people 
in its environment. Apart from this gesture, the company also assists in the areas of bonus, bursary and 
scholarship award to indigent students, procurement and free distribution of drugs and payment of medical bills, 
as mark of improving the living standard of people. 
 
2.2 Theoretical Evidences 
One of the theories considered in this study is the stakeholder theory. The theory has Freeman (1984, 1994), 
Carroll (1991), and Clarkson (1995) as its major proponents. The theory refers to stakeholders as a collection of 
individual or group interests which may affect or be affected by organisations. These groups include employees, 
shareholders, consumers, suppliers, trade unions, business associates as well as competitors. They are also 
recognised and involved in the success and failure of the organisation. Further, stakeholder‘s theory established 
and maintained that measures of firms‘ performance should also be through social and environmental factors. 
Moreover, firms should also be aware that responsible behaviour leads to sustainable business success (Carroll 
1991). Therefore, the theory stated in both practical and managerial terms, that corporate organisations should 
strive, apart from making profit, to obey law, be ethical and of course be a good corporate citizen. 
 
This study also identifies with the stage theories of growth, with Greiner, (1972) and Mueller (1972) as major 
proponents.  The duo argued that firms evolve through five phases and each characterised by a period of 
relatively stable growth. They also posit that, although it is not hard to believe that the goal of every firm 
changes systematically over time, but it is hard to know exactly how one might see this in the data on annual 
growth. Based on this fact, Mueller, (1972), in his life cycle theory of the firm also argued that what a firm does 
(i.e. its propensity to maximise profits or sacrifice profits for growth) varies with age and other factors like 
investment opportunities to enable firms create jobs, increase plant size, as well as achieving other social 
responsibility objectives. He strongly believed that a strictly profit maximising firm is likely to enjoy only a 
finite burst of growth associated with each innovation. However, if the innovation fuels enough growth to 
weaken the power of shareholders, then managers of companies will gradually acquire enough room to exercise 
discretion. Since they are liable to be more interested in the size or growth of the firm than in profits, they will 
therefore, take advantage of this discretion to reinvest too much of the proceeds from the innovation into other 
investment opportunities.  
 

3.0 Research Methods 
The study is cross-sectional in nature, in which non-financial characteristics of all the quoted firms vis-à-vis 
performance in the economy is expected to be considered. But with the increased number of quoted firms, 
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coupled with pulling of data from variables across various firms in Nigeria, therefore, the sample size for the 
study is limited to few selected firms. At least two firms were selected to represent the entire study from the 
following groups; breweries, building materials, chemicals and paints, conglomerates, foods, beverages and 
tobacco, petroleum and textiles among others, in Ikeja, Ilupeju and Agbara Industrial Estates in both Lagos and 
Ogun State, Nigeria. The selection of sample size for the study was based on the consistency and years of 
experience of firms, qualities of products or services, profit margin and risk aversion skill, among others. The 
selected firms also involved those that could be classified under the economic heading in National income 
Accounting. 
 
3.1 Questionnaire Administration 
This study considers primary sources of data collection through questionnaire method. Meanwhile, One hundred 
(100) copies of prepared questionnaire were distributed across twenty (20) different firms from ten (10) different 
industries. In each of the industries two (2) firms were selected, and five (5) copies of questionnaire were also 
administered among different categories of staff in each of the firms representing the industries.  
 
3.2 Analytical Procedure 
The data collected through the questionnaire were coded, based on the five points likert rating scale in the 
following order, strongly agree (5) Agree (4) Undecided (3), disagree (2) and strongly disagree (1). 
 
The method of analysis involved the use of frequency distribution tables and log linear tests. The log-linear tests 
are commonly expressed in terms of the cell frequencies tests than the cell densities. The expected frequency for 
a sample of size ‗n‘ is denoted thus:  
 Fij = nfij, i = 1,2 ..............r 
  J = 1, 2 ................n 
Where F = the expected frequencies  
 i = row 
 j = column  
 
The general log-linear equation was adopted for the study, based on the specification of (Jobson, 1999) which 
further explains the effect of each variable in the equation on the cell frequencies. The specific equation for the 
general log-linear according to Jobson is specified thus; 
 ln (Fij) = µ+λAi + λBj+ λCk   
Where ln(Fij) = the log of the expected cell frequencies of the cases for cell ij in the contingency table  
 µ = the overall mean of the natural log of the expected frequencies 
 λ = Term used to represent effects which each variable has on the cell frequencies  
 i and j = the categories within the variable 
 λAi = the main effect for variable A 
 λBj = the main effect for variable B 
 λCk  = the main effect for variable C 
 

4.0 Results and Discussion 
Out of the one hundred (100) copies of questionnaire distributed for the study ninety five (95) copies were 
returned. The analysis was based on the number of returned questionnaire. 
 
Table 1: Frequencies distribution of responses on identified quoted firms’ objectives in Nigeria.  
Firms‘ alternative 
objectives 

Agree Strongly agree Undecided Disagree Strongly disagree 
Freq % Freq % Freq % Freq % Freq % 

Profitability objective 6 6.3 89 93.7 0 0.00 0 0.00 0 0.00 
Maximising the welfare 
of the people through 
increased disposable 
income and investment 
opportunities   

28 29.5 63 66.3 4 4.2 0 0.00 
 
 
 
 

0 0.00 

Maximising the market 
share of firms‘ product 

16 16.8 60 63.3 19 20.0 0 0.00 0 0.00 

Significant contribution 
to the country GDP 

30 31.6 63 66.3 2 2.1 0 0.00 0 0.00 

Source: Field survey, 2011. 
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The result in Table 1 indicates firms‘ objective of significant contribution to the country‘s GDP, producing the 
highest rating in terms of the ―agree‖ response of thirty (30) companies (31.6%), but also recorded ―undecided‖ 
responses from two (2) companies (2.1%). Also maximisation of welfare objective was rated high with ―agree‖ 
responses from twenty eight (28) companies (29.5%), compared with the objective of maximising market share 
of products, with ―agree‖ responses from sixteen (16) companies (16.8%).  The former had four (4) ―undecided‖ 
responses (4.2%) compared with nineteen (19) companies (20%) ―Undecided‖ for the latter. Meanwhile, 
profitability objective of the firms produced the lowest rating in terms of the ―agree‖ response from six (6) 
companies (6.3%) but evidence also shows that the objective recorded the highest rating with Eighty nine (89) 
companies (93.7%) in terms of ―strongly agree‖ responses, compared with other objectives of firms in Table1. 
 
The conclusion drawn from the result in Table 1 and given the argument from the stakeholder‘s theory, Nigerian 
firms have demonstrated multi-dimensional business objectives. Despite the European Union appeal to the 
global corporate firms in 2002, that firms should integrate social and environmental interest in their business 
operations on voluntary basis, it is still evident that more corporate firms in Nigeria are deeply concerned with 
profit maximization than improving the well being of people in their immediate environment. 
 
Table 2: Frequency distribution of responses on non-financial characteristics of corporate performance in 
Nigeria  
 
Non-financial 
firms‘ 
performance   

Agree Strongly agree Undecided Disagree Strongly disagree 
Freq % Freq % Freq % Freq % Freq % 

Employment 
Generation  

19 20.00 75 78.9 1 1.1 0 0.00 0 0.00 

Facilities sitting 16 16.8 74 77.9 4 4.2 1 1.1 0 0.00 
Philanthropic 
donations 

21 22.1 70 73.7 3 3.2 1 1.1 0 0.00 

Research and 
manpower 
development 

23 24.2 62 62.3 2 2.1 0 0.00 8 8.4 

Source: Field survey, 2011. 
  
From the frequency distribution of responses in Table 2, it was agreed and strongly agreed by 94 out of 95 
respondents that corporate firms do generate employment, leaving only one respondent undecided. The total 
percentage of responses was given as 98.9% for both ―agree‖ and ―strongly agree‖ while the remaining 1.1% 
captured the ―undecided response‖. It could also be confirmed from the Table that employment generation, as 
one of the characteristics of corporate firms in Nigeria, plays a major role in influencing both internal and 
external environment of firms. Given the high response of both ―agree‖ and ―strongly agree‖ from Table 2, it is 
evidently clear that most respondents were of the opinion that the activity of generating employment is a 
paramount  responsibility of the respective firms, as it further measure the level of productivity and overall 
performance of firms  in their various locations. 
 
On the facilities siting, as a measure of firms‘ performance, the result from Table 2 shows that out of the 95 
respondents, one person disagreed, 4 undecided, while 16 and 74 respondents agreed and strongly agreed 
respectively. The corresponding percentages were given as 1.1%, 4.2%, 16.8% and 77.9% respectively. The 
higher percentage recorded altogether from both ―agree‖ and ―strongly agree‖ responses show that firms, in 
their respective communities, offered assistance, in the provision of infrastructural facilities, like roads and 
drainage construction, building of schools and housing estates, as well as other recreational facilities. These are 
good measures of firms‘ performance in Nigeria. 
 
Responses on the philanthropic donations by firms in Nigeria, given in Table 2, revealed that out of the 95 
respondents, 70 and 21 agreed and strongly agreed respectively that firms truly involved in a free will donations 
in their respective communities. But leaving three (3) insignificant ―undecided‖ and one (1) ―disagree‖ 
responses on the possibility of firms‘ philanthropic activities in Nigeria. Out of the total percentage, ―agree‖ and 
―strongly agree‖ responses have altogether 95.8%, while ―disagree‖ and ―undecided‖ responses have 1.1% and 
3.2% respectively. Responses from both ―agree‖ and ―strongly agree‖, which shows higher percentage is an 
indication that firms in Nigeria engages in some philanthropic activities in their immediate communities. These 
activities include their involvement in cash awards, scholarship, bursary awards and bonuses among others. 
 
The frequency distribution of responses in connection with the research and manpower development behaviour 
of firms also expresses support and encouragement given to this characteristic of firms in their respective 
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locations. As indicated in Table 2, a total of 85 respondents agreed and strongly agreed, 2 undecided responses, 
while ―disagree‖ and ―strongly disagree‖ have 0 and 8 responses respectively on the reality of research and 
manpower development behaviour of firms in Nigeria. The respective percentages of responses were also given 
as 89%, 2.1%, 0.00% and 8.4%. High ratings associated with both ―agree‖ and ―strongly agree‖ responses on 
research and manpower development behaviour of firms indicates the importance of this non-financial 
characteristic of firms‘ performance in Nigeria. For instance, quality control measure on the firm‘s product, 
innovations, training and retraining programs were as a result of adoption and improvement in research and 
manpower development behaviour of most corporate firms in Nigeria.    
 
From various analyses of responses across various firms in Nigeria, it was revealed that the non-financial 
characteristics of firms, such as employment generation, facilities siting, philanthropic donations, research and 
manpower development, among others, were considered as important elements for measuring the performance 
of firms in Nigeria.  
 
4.1 Results of General Log-Linear Test 
The result of the general log-linear test on the analysis of non-financial measures of corporate performance in 
Nigeria is presented in Table 3; 
 
Table 3: Results of the general log-linear Test 
Parameter Estimate Standard 

Error 
Z statistics  Significant 

level 
Lower bound Upper bound 

Constant 
(EMG) 

-693C      

(FST) -693C      
(PD) 3.157C      
RMD 3.701C      
(EMG) 3.296 .831 3.966 .000 -4.926 4666 
(FST) .960 .299 3.216 .001 -1.546 2.375 
PD 3.098 .763 4.060 .000 -4.595 3.120 
RMD 1.275 .259 -4.923 .000 -1.784 .767 
Source: Author‘s computation, 2011. 
a. model: multinomial logit  
b. Design: Constant+EMG+FST+PD+RMD, 
Where EMG: Employment Generation  
 FST = Facilities Siting  
 PD    = Philanthropic Donation  
 RMD = Research and manpower development  
c. Response: Standard of living  
d. Constants are not parameters under the multinomial assumption. Therefore their standard errors are not 
calculated. 
 
Meanwhile, the result of the general log-linear estimates, as presented in Table 3, shows the effect of each 
variable in the general log linear model, that is, the effect of employment generation, facilities siting, 
philanthropic donations, and research and manpower development on the performance of the Nigerian economy. 
From the result, employment generation, facilities sitting, philanthropic donations, research and manpower 
development contributed positively to the Nigerian economy, with about 3.3%, 1%, 3.1% and 1.3% 
improvements respectively, through creation of more jobs, infrastructural development, and philanthropic 
gesture from the companies and improvement in quality of both products and manpower. The estimated result of 
the general log linear test also shows that all the non-financial characteristics of firm used in the model were 
statistically significant at 5% level, with .000, .001, .000 and .000 respectively. Judging from the significant 
contributions of the non-financial variables in the estimated log linear result, it is apparent that the non-financial 
measures of corporate firms also produced significant effect in the performance of the economy. 
 

5.0 Conclusion 
The study examined the non- financial characteristics of corporate performance in Nigeria. The evidence from 
the various analyses conducted, shows that non-financial features of firms, such as employment generation, 
facilities siting, philanthropic donations as well as research and manpower development, contributed 
significantly to the performance in the economy. In line with the result, firms in Nigeria have demonstrated 
performance in their non-financial activities and following this development, the study supports the clarion call 
by the European Union in 2002, that firms globally should be interested in some other activities rather than sole 
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interest in profit making. Conclusively, many of today‘s successful companies are operating with 
multidimensional business objectives. Precisely about 80 percent of companies in Nigeria now provide 
information about their environmental performance, social impact, or both. Their progressive corporate socio-
economic and environmental performance contributes to their long-term financial viability, which further 
promotes healthy communities and stable economies.               
 
This study recommends among others, more commitment of corporate firms in Nigeria, to improving the socio-
economic welfare in their respective locations than laying more emphasis on profit maximization. 
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Abstract 
Corporate Social Responsibility is an increasingly important part of the business environment.  The past twenty 
years have seen a radical change in the relationship between business and society.  This paper seeks to examine 
the practice of CSR on selected food and beverages companies in Nigeria. The study used a sampled of 225 
managers drawn from food and beverages companies listed on Nigerian Stock Exchange (NSE). The data 
collected were analyzed using percentages and the hypotheses were tested using chi-square (x2) statistic and 
product moment Correlation coefficient (r).   Empirical findings suggest among others, that most food and 
beverages companies in Nigeria are aware of the need for CSR but their CSR policies have yet to yield the 
desired results.  The study recommends, among others, that top management of the companies should show 
absolute commitment to the practice of CSR and that CSR should be integrated into the activities and 
philosophy of the companies. 
 

Introduction 
The society‘s desire for corporate social responsibility (CSR) has been recognized since the days of industrial 
revolution, but it has been crystallized in the more recent years (Chandan, 2003; Wartick & Cochran, 1985; 
Winsor, 2001; Wood & Logsdon, 2002). Corporate social responsibility has come to assume a central position 
in business organizations‘ scheme of things the world over.  Contributing to community development is seen 
today as a mark of good corporate citizenship, and as long as the business system remains a subsystem of the 
organized society, business organizations have no other option than to be concerned with meeting societal 
expectations (Altman & Vidaver-Cohen, 2000; Aluko, Odugbesan, Gbadamosi & Osuagwu, 2007; Beth & 
Singh, 2005; Davis & Fredrick, 1984; Ezeobi, 2006; Grace & Cohen, 2005 & WBCSD, 2000).  A right 
corporate social responsibility programme, from a generic sense acknowledges the existence of the nexus 
between the needs of the society and capacity of the enterprises (Jones, 1980; Lolu, 2007 & Ogundele, 2005).  
Corporate social responsibility has become a fast growing and important area of interest, and is the level of 
responsibility organizations are prepared to accept as their roles in the system in which they operate. 
 
Virtually all communities are hostile to corporate organizations that are not socially responsible, the hostility 
towards corporate organizations that have neglected their social responsibility may be in the form of hostage-
taking/kidnapping of the company‘s staff or their relatives, angry protest, denting of the company‘s image, 
rioting/fierce attacks on the company‘s property and staff, assassinations and low rate of patronage (Aina, 1998; 
Bhattacharya, Sankar & Korchun, 2008; Burke & Logsdon, 1996; Davis & Frederic, 1984; Eilbirt & Parkets, 
1973; Emeka, Adedoyin & Adeola, 2008; Ezeobi, 2006; & Sethi, 1973).  It makes sense therefore for all 
organizations to be socially responsive to the needs of their host communities. 
 
In Nigeria, little attention is devoted to social responsibilities by corporate organizations because the goals of 
most of these organizations are purely economic and most of their managers do not perceive social 
responsibility as one of the key functions of management (Aina, 1998; Emeka, Adedoyin & Adeola, 2008; 
Ezeobi, 2006; Lolu, 2007; Nwachukwu, 2004; Slack, 2006 & Soeze, 2001).   
 
Apparently, the practice of CSR by many organizations in Nigeria in the 21st century is nothing to write home 
about.  Seemingly, most corporate organizations in Nigeria have not given special attention to the practice of 
CSR.  Thus, this study examines the practice of corporate social responsibility among some selected food and 
beverages companies in Nigeria in the 21st century. 
 

Objectives of the Study 
The objectives of this study are: 
1. To ascertain the relationship between the awareness of the need for Corperate Social Responsibility (CSR) 

and the practice of CSR by food and beverages companies in Nigeria in the 21st century. 

mailto:ayatsefidelis@yahoo.com
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2. To determine the factors that are responsible for the neglect of corporate social responsibility by 
organizations in Nigeria in the 21st century. 

3. To ascertain the relationship between the neglect of CSR by food and beverages companies in Nigeria and 
the hostility towards them in their host communities in the 21st century. 

 

Research Questions 
This Study seeks to provide answers to the following research questions. 
1. Is there any relationship between the awareness of the need for CSR and the practice of CSR by food and 

beverages companies in Nigeria in the 21st century? 
2. What are the factors that are responsible for the neglect of CSR by the food and beverages companies in 

Nigeria in the 21st century? 
3. What is the relationship between the neglect of CSR by food and beverages companies in Nigeria and the 

hostility towards them in their host communities in the 21st century? 
 

Research Hypotheses 
This study is based on the following testable hypotheses: 
Hoi: There is no significant relationship between the awareness of the need for CSR and the practice of CSR by 

food and beverages companies in Nigeria in the 21st century. 
Ho2: There is no significant relationship between the neglect of CSR by food and beverages companies in 

Nigeria and the hostility towards them in their host communities in the 21st century. 
 

The Concept of Corporate Social Responsibility (CSR) 
Corporate Social Responsibility (CSR) is the obligation of the decision makers in corporate organizations to 
take actions, which protect and improve the welfare of the entire society along with their own interest (Baker, 
2010; Davis & Blomstrom, 1975, Fitch, 1976 & Wood, 1991).  There are several key issues in this definition. 
One is that social responsibility is an obligation, for which business should be held accountable.  Another key 
issue is the responsibility of the business to protect the society‘s welfare in terms of not polluting the 
environment, not discriminating, not producing harmful products among others.  Finally, it must improve the 
society‘s welfare by creating positive benefits for society.  These include supporting charitable causes, culture 
and arts, educational institutions and other community projects and programmes which improve the quality of 
life in general. 
 
Androif and Mclntosh (2001); Jones (1980); Sacconi (2004); Wartick and Cochran (1996) view CSR as, the 
notion that corporate organizations have an obligation to the constituent groups in the society, other than 
shareholders and beyond that prescribed by law. According to French and Saword (1975) social responsibility is 
the duty of privately owned enterprise to ensure that it does not adversely affect the life of the community in 
which it operates.  Stoner, Freeman, and Gilbert (2002) define CSR as what an organization does to influence 
the society in which it exists, such as volunteer assistance.  Generally, social responsibility of business involves 
those actions or behaviours that are expected from the organization by the society. 
 

Arguments for and Against Corporate Social Responsibility (CSR). 
Arguments for Corporate Social Responsibility: 
The arguments offered in favour of business assuming social responsibilities are (Aluko, Odugbesan, 
Gbadamosi & Osuagwu, 2007; Chandan, 2003; Davis, 1973; & Jain, 1999): 
i) Business is a creation of the society and so it should respond to the demands of the society. If the society 

does not exist, business will also not exit. 
ii)  CSR programmes create a favourable public image.  The business will retain the needed credibility with the 

public if it performs its social obligations. 
iii)  The long-term self-interests of the business are best served when business assumes social responsibility. 
iv) Also, being social responsible is the moral and right thing to do. Business activity does not promote 

immorality. It is not amoral, and hence the social values cannot be isolated from economic activities. 
v) Avoidance of excessive government regulations.  Laws cannot be passed for all circumstances and hence 

business must resume responsibility to maintain an orderly society. 
 
Arguments against Corporate Social Responsibility 
The arguments put forward by the critics of CSR are (Aluko, Odugbesan, Gbadamosi & Osuagwu, 2007; 
Chandan, 2003; Davis, 1973; & Jain, 1999): 
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i) The primary responsibility of business is profit maximization.  Friedman (1970) argues that there is one and 
only one social responsibility of business; that is, to use its resources and engage in activities designed to 
increase its profit. 

ii)  Conflicting considerations: A business manager will be guided by two considerations, namely private 
market mechanism and social responsibilities, which are opposite to each other.   

iii)  Arbitrary power: Business managers will get arbitrary power if they are given the freedom to use 
organizational resources for the welfare of the society.  They should have no right to interfere with the 
external environment of the business. 

iv) Responsibility of Government: Corporate organizations should have no relationship with welfare schemes.  
It is the sole responsibility of the government of the land to adopt schemes and measures for the upliftment 
of the weaker sections of the society. 

In view of these arguments, it is relevant to observe that it will be beneficial to business organizations to 
integrate corporate social responsibility into their activities and philosophy. 
 

Methodology 
The researchers adopted a survey research design method for this study.  Five organizations (7-up Bottling Co. 
Plc, Cadbury Nigeria Plc, Dangote Sugar Refinery, Nestle Nigeria Plc & Flour Mills Nigeria Plc) were 
purposively selected from the food and beverages companies listed on the Nigerian Stock Exchange. The 
researchers then applied a simple random sampling technique to select 45 managers from each of the 
aforementioned companies making a total of 225 respondents. Managers were selected as sample for the study 
because decisions concerning the practice of CSR in any organization are taken at the management level and so 
the managers are in a better position to evaluate the practice of CSR by their organizations in the 21st century. 
 
The main instrument of data collection was the questionnaire. The 225 questionnaires designed for this study 
were hand delivered to the management employees identified for this study and all the questionnaires were 
completed and returned for analysis. The data were analyzed using percentages and the hypotheses were tested 
using the product moment correlation coefficient (r) and the chi-square (x2) statistic. The data collection 
instrument was adjudged to be valid by a panel of experts and a test-re-test method was used to confirm the 
reliability of the instrument. 
 

Data Presentation and Analysis 
The tables presented below contain the analytical details relating to our findings from the respondents. 
Table 1: Awareness of the Need for CSR 

Responses Frequency Percentage 
Aware 117 52 
Not aware 108 48 
Total 225 100 

Source: Field survey 
The data presented in table 1 indicate that 117 respondents (52%) were aware of the need for social 
responsibility of businesses while 108 respondents (48%) were not aware of the need for social responsibility of 
businesses. 
 
Table 2:  Effectiveness of the CSR Policies of the Companies 

Responses Frequency Percentage 
Effective 68 30 
Ineffective 135 60 
Do not know 22 10 
Total 225 100 

Source: Field survey 
Table 2 shows that 68 respondents (30%) were of the opinion that the CSR policies of their organizations are 
effective; 135 respondents (the majority) representing 60% of the sample felt that the CSR policies of their 
organizations are not effective while 22 respondents (10%) do not know whether the CSR policies of their 
organizations are effective. 
 
Test of Hypothesis I 
This hypothesis was tested with a chi-square (x2) statistic at 5% level of significance using the data presented in 
table 3. The first hypothesis states that: 
Ho1: There is no significant relationship between the awareness of the need for CSR and the practice of CSR by 

food and beverages companies in Nigeria in the 21st century. 
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Table 3: The Practice of CSR by the Companies  

 
Awareness of need for CSR 

Responses 
Yes No Total 

Those aware of the need 104 (59.28)* 13 (57.72) 117 
Those unaware of the need 10 (54.72) 98 (53.28) 108 
Total 114  111  225 

Source: Field survey 
* Expected cell frequencies are calculated using the formula:  
 R x C where: R = Row total, C = column total 
   N        
       N = Sample size 
Calculated x2 = 142.3 Degree of freedom =1  
   Tabulated x2tab = 3.841 
 
Decision:  Since the calculated value of x2 (142.3) is much greater than the table value of x2 (3.841), we 
therefore reject the null hypothesis at 5% level of significance and conclude that there is a significant 
relationship between the awareness of the need for CSR and the practice of CSR by food and beverages 
companies in Nigeria in the 21st century. 
 
Table 4: Factors Responsible for the Neglect of CSR in the 21st Century. 

Factors Frequency Percentage 
Ignorance about CSR 13 6 
Inadequate funds 17 8 
Multiple/heavy government levies  21 9 
Profit maximization motive 11 5 
Lack of top management commitment to CSR practice. 07 3 
Selfish motive 18 8 
All of the above 138 61 
Total 225 100 

Source: Field survey 
Table 4 shows that 138 respondents (the majority) accounting for 61% of the sample agreed that all the factors 
mentioned are responsible for the neglect of CSR by the food and beverages companies in Nigeria in the 21st 
century. 
 
Table 5: Hostility towards the Companies in their Host Communities in the 21st Century. 

Nature of Hostility Frequency Percentage 
Hostage-taking/kidnapping 20 8.9 
Angry protest 12 5.3 
Denting of the companies image 15 6.7 
Rioting/fierce attacks 10 4.4 
Assassinations  19 8.4 
Low rate of patronage 17 7.7 
All of the above 132 58.7 
Total 225 100 

Source: Field survey 
From table 5 above, it can be seen that 132 respondents (the majority) representing 58.7% of the sample 
admitted that they have experienced all the forms of hostility mentioned in their host communities. 
 
Test of Hypothesis II 
Ho2: There is no significant relationship between the neglect of CSR by food and beverages companies in 

Nigeria and the hostility towards them in their host communities in the 21st century. 
i) The independent variable (x) is the neglect of CSR. 
ii)  The dependent variable (y) is the hostility towards the companies in their host communities. 
The statistical tool used to test this hypothesis is the Product Moment Correlation Coefficient (r).  The data 
presented in table 4 and tables 5 were used to test this hypothesis. 
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Computation of Correlation Coefficient (r) 
The formula for computing correlation coefficient (r) is: 
 
 r =             n∑xy - ∑x∑y                      . 
            

      n∑x2 – (∑x)2         x        n∑y2 – (∑y)2  
 
Table 6: Product Moment Correlation Coefficient Statistical Format 

Neglect of CSR (Factors) X Hostility 
Y 

 
X2 

 
Y2 

 
XY 

13 20 169 40 260 
17 12 289 144 204 
21 15 441 225 315 
11 10 121 100 110 
7 19 49 2401 133 
18 17 324 289 306 
138 132 19044 17424 18216 
∑x=225 ∑y=225 ∑x2=20437 ∑y2=20623 ∑xy=19544 

Source: Research Data 
Using the formula above, 
r =             7 x 19544    -   (225)(225)             . 
   

   7 x 20437 – (225)2 x          7 x     20623 – (225)2 

   
               =            86,183 
  93,085 
r = 0.93 
The correlation coefficient 0.93 indicates a strong positive linear association between the neglect of CSR by 
food and beverages companies and the hostility towards them in their host communities.  Thus, it is now 
pertinent to examine the strength of this positive correlation by converting the correlation statistic to t-test 
statistic using the formula: 
t = r    n – 2 
       1 – r2  
Where 
r = the value of the correlation coefficient 
n = the total number of cases 
2 = degrees of freedom, this is constant since there  
  are two cases (x and y) 
. 
Thus,  t =      O.93     7 – 2   (r2 = 0.86) 
                   1 – (0.93)2 
  
       t = 5.6 
Degrees of freedom = n-2 = 7-2 = 5. 
Level of significance = 5% (0.05). 
Since  = 0.05 then t /2 at 5 degrees of freedom is 2.57.  Thus, tcal (5.6) > t tab (2.57) at 5 degrees of freedom. 
 
Decision: The null hypothesis is rejected and the alternative hypothesis is accepted. The researchers conclude 
that there is a significant relationship between the neglect of CSR by food and beverages companies in Nigeria 
and the hostility towards them in their host communities in the 21st century. 
 

Discussion of Findings 
Our empirical findings show that most of the companies are aware of the need for corporate social responsibility 
(CSR) in the 21st century but their CSR policies have not yet yielded the desired results.  This finding is in 
consonance with the results reported by Nwachukwu (2004) who investigated the practice of CSR among 205 
Nigerian business organizations and reported that 57.4% of the respondents were fully aware of the need for 
social responsibility of businesses and that majority of Nigerian business organizations (85.6%) had not shown 
sufficient interest to their social responsibility. Hypothesis one was tested for a significant relationship and the 
null hypothesis was rejected. This implies that there is a significant relationship between the awareness of the 
need for CSR and the practice of CSR by food and beverages companies in Nigeria in the 21st century.  Also, the 
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data presented in table 3 show that those organizations that are aware of the need for CSR, engage in CSR more 
than those organizations that are not aware of the need for CSR. 
 
The study also discovered that the neglect of CSR by many organizations in Nigeria in the 21st century is due to 
some factors such as ignorance, inadequate funds, multiple/ heavy government levies, profit maximization 
motive, lack of top management commitment to CSR practice and selfish motives. 
 
The statistical analysis conducted on hypothesis two reveals that there is a significant relationship between the 
neglect of CSR by food and beverage companies in Nigeria and the hostility towards them in their host 
communities in the 21st century.  Thus, the null hypothesis was rejected because the t-test result shows that tcal 
(5.6) > ttab (2.57) at 5% level of significance for 5 degrees of freedom.  This signifies that there is a significant 
relationship between the neglect of CSR by food and beverages companies in Nigeria and the hostility towards 
them in their host communities.  Also, the coefficient of correlation (R = 0.93) indicates that there is a strong 
positive linear association between the explanatory variable (the neglect of CSR) and the response variable (the 
hostility towards the companies). The result also shows that changes in the independent variable (the neglect of 
CSR) accounted for 86% (R2=0.86) of changes in the dependent variable (the hostility towards the companies). 
Thus, the works of Aina (1998); Bhattacharya, Sankar and Korchun (2008); Burke and Logsdon (1996); Davis 
and Frederic (1984); Eilbirt and Parkets (1973); Emeka, Adedoyin and Adeola (2008); Ezeobi (2006) and Sethi 
(1973) have corroborated the findings of this study. They observed that almost all the communities are hostile to 
corporate organizations that are not socially responsible or have neglected their corporate social responsibilities. 
 

Conclusion  
This study draws the following conclusions: most food and beverages companies in Nigeria are aware of the 
need for corporate social responsibility (CSR) but their CSR policies have yet to yield the desired results; there 
is a significant relationship between the awareness of the need for CSR and the practice of CSR by the 
companies in the 21st century; the factors that are responsible for the neglect of the CSR by the companies are 
ignorance, inadequate funds, lack of top management commitment to CSR practice among others; that there is a 
significant relationship between the neglect of CSR by the companies and the hostility towards them in their 
host communities in the 21st century.   
 

Recommendations 
The researchers make the following recommendations: 
i) Top management of the companies should be thoroughly sensitized on the need to integrate corporate 

social responsibility into the activities and philosophy of the companies. 
ii)  Top management of the companies should show absolute commitment to the practice of corporate social 

responsibility. 
iii)  The corporate culture of the companies should be completely changed to support the practice of CSR. 
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Abstract 
History of education reveals that gender-mainstreaming has been such a problematic issue to handle, especially 
in relation to school factors and home backgrounds. Enrolment of girls in schools compared to that of boys has 
been consistently low. Further to that, girls retained in schools face more challenges that have led to some 
dropping out of school or performing very poorly academically. 
 
The study was based on literature review of the studies that have previously been done by various scholars, and 
the review  revealed that, each year about 11.3% of female students drop out of school in Kisumu County. These 
figures are higher than the national rate of 8.9%. From the scenario of this study, there was need to establish 
causes of low retention rate of girls in schools of Kisumu County, with a view of reducing drop out rates and 
retaining them in all the schools. 

The study established that home related factors, personal factors, the community factors, environment and 
school factors do influence retention of girls in schools.It was recommended that the Ministry of Education 
sustain the reforms that have so far seen schools become better environments than homes of students and it 
should build more boarding schools for girls at lower rates so that they are retained in their schools longer. 
Awareness in education should be conducted to change their attitude and the government to provide sanitary 
towels to the girls in primary and secondary schools. 

 The study concluded that the most significant factor, that of low retention of girls in primary and secondary 
schools in Kisumu County, was the highest and it stood at  26.4%.To reverse this worrying trend, a lot of efforts 
and energy should be put on Guidance and Counseling, more attention be directed to truancy, attitude of girls 
towards school, rate of pregnancy and management of monthly period. 

Definitions of Key words 

Influence – The ability by something or somebody to make a given phenomenon take up a different shape or  
acquire  a behavior not characteristic of of its/his original behavior. The power to cause a change in a 
phenomenon‘s behavior. 

Gender Disparity – The differences that exist in the way education for both boys and girls in schools is 
provided. Inequalities in the way of educating and allocation of resources to both boys and girls. 

Management – The way provision of education in both primary and secondary schools is give to male and 
female students by the school authorities i.e the head-teachers and teachers. 

Enrollment     - The number of both boys and girls who are registered, admitted in both primary and secondary 
schools in Kisumu County and elsewhere. 

Retention  - This is the ability by the schools in both primary and secondary levels to have female and male 
students get admitted/registered in their respective schools and ensure they continue being in those schools until 
they successfully complete their schooling. 

1.1 Background of the study 
We are living in a very competitive and changing society and for us to continue living in it well, we must get 
relevant education that will enable us solve our day today problems, the type that will enable both men and 
women   meet their changing and increasing needs and interests.  According to Coleman, (1965), Education is 
unquestionably the most determining factor in the realization of gender equality in our contemporary society 
which is dominated by achievement and Universalist norms. Coleman, (1965) goes further to emphasize an 
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impressive role of education in societal adaptation to increasing role specialization and structural differentiation 
in the achievement of capacity and in the progressive attainment of equality. 
 
United Nations International Children‘s Fund (UNICEF) has always made progression on gender equality and 
women empowerment. It adopted gender mainstreaming as a key cooperate strategy towards achieving gender 
equality. In 1985, it adapted an official policy on the advancement of women‘s rights and girls‘ right, but did not 
identify gender mainstreaming as the strategy for gender equality until 1994.All over the world, women occupy 
over half of the world‘s population, doing two thirds of the world‘s work, yet earning one –tenth of the world‘s 
income and owing less than one-tenth of the world‘s wealth (Akinepelu, 2007) an indication that equity is yet to 
be attained. 

European Union looks at gender mainstreaming as promotion of gender equality and justice and making 
mainstream policies more effective by the inclusion of gender analysis. It is through development, improvement 
and evaluation of policy processes  that gender equality perspective is inco-operated in all policies at all stages 
by policy makers (Verloo 2001) 

The 20th century saw many concerted efforts in research into gender issues all over the world. In Africa, 
international bodies and educationists began to look into ways in which girls and women were fairing on in 
education in the 1960s. By 1970s pro-female initiatives by some African governments to encourage enrolment 
of girls in schools were started. Consequently, low enrolment figures were reported in the early years of 1960-
1970 hence in the 1990s an improvement was noted. 

In the 1960s when most African states began to gain their independence, there was considerable gender disparity 
in education. Girls‘ enrolment figures were very low throughout the continent. Marangu 1985 observed that 
Africa was still lagging behind other regions of the world in female access to education. 

Opare1999 states that the government and the whole world want schools to be managed efficiently to ensure that 
the learners are retained in schools for the mandatory period just to make sure that they acquire the threshold 
knowledge levels. Female students have had high level of school dropouts across the world and this concern is 
of paramount importance in this endeavor. Female education is a catch-all term for complexity of issues and 
debates surrounding education for females has tremendously increased especially on areas of gender equality, 
access to education and its connection to the alleviation of poverty (National Association of School of 
Psychologists, 2007) 

Central to the concept of efficiency, is retention of learners in educational institutions and schools (UNESCO, 
1992). UNESCO further avers that all children regardless of their handicaps, ethnic background, gender,  and 
social status have a right to education. But unfortunately, 

Ogolla, (1994) observes that even the developed countries are yet to fulfill this fundamental right to all their 
children‘s population particularly in regard to quality and efficiency. (UNESCO 1992) states that, lack of 
efficient education is particularly exaggerated in Africa. Issues of students‘ retention in learning centers have 
continued to grow in importance throughout the history of education all over the world, and further to that, a 
solution has not yet come by. Previous studies done by scholars like Austin, (1977) focused on characteristics of 
those students who drop out of school. 

In Kenya, the government affirms its policy on providing education for all which is in line with the Convention 
on Rights of children‘s (CRC), 1990. However, in other communities education of a girl child is still low, since 
girls are forced into early marriages despite education being viewed as a means of changing society‘s attitude 
and cultural practices particularly those that perpetuate poverty through discrimination on gender (Honey for 
life, 2004). 

Factors such as genital mutilation, are compelling female students to drop out of school.This therefore impacts 
negatively on the girl‘s education.HIV and AIDS on the other hand has become synonymous with the dropout in 
countries where it is severe and more girls are forced to drop out of school to take care of their ailing parents or 
their siblings after the death of their parents(Muganda & Omondi, 2004). In Sub Sahara Africa, women account 
for 60% of those affected by HIV/AIDS. Young women continue to be at risk and are highly vulnerable to 
HIV/AIDS compared to young men due to their biological, sociological and cultural setup (Gender 
mainstreaming in HIV, 2002) 
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1.2 Statement of the problem 
Although a lot has been done to expand educational opportunities for both male and female school going 
children in Kenya, the retention rate of female students in both primary and secondary schools in Kisumu 
County is rather low compared to that of male students\ as noted by Bunyi (2004). Despite the introduction of 
Free Primary Education (FPE) and the legal policies concerning education, gender disparity in education 
continues to prevail as a number of challenges confront progress on girls education (UNDP, 2004).  
 
There is an urgent need to diagnose the causes of low retention of female students in schools in Kisumu county 
with a view to identifying the factors that could be manipulated to reduce the dropout rates and come up with a 
clear and comprehensive policy and action to guide in the programming of gender equity and equality if we are 
to  retain  female students in schools for their full education cycle. Otherwise if the trend is allowed to continue, 
it is likely to hinder their contribution towards national development and more interestingly their 
individual/personal development. 

1.3 Purpose of the study 
The sole purpose of this study was to look unto the influence of gender disparity on the management and 
provision of free primary and secondary school education in Kisumu County of Kenya. The study aimed at 
promoting girls‘ enrollment, retention, completion rates, performance, and active participation in school 
activities by establishing ways of encouraging them to continue with school besides helping them to identify and 
address unique problems and needs that affect their education 
 

1.4 Objectives of the study 
This study was guided by the following objectives;  
1) To identify socio-cultural factors which influence female students‘ access to education, their retention, their 

completion rate, and academic performance in both primary and secondary schools of Kisumu County-
Kenya. 

2) Assess girl to girl mentoring on technical subjects such as Mathematics and Sciences, in relation to their 
academic performance in these subjects; and, 

3) Establish female students‘ life skills acquisition level in the  management of their health related challenges 
and other emerging issues;  
 

1.5 The Concept of Girl Child Education 
All over the world, a strong education system is regarded as a real driving force to economic prosperity and 
national development (UNESCO, 1998, Opare 1999). On this basis, the question about effective education 
system is therefore of paramount importance to the Kenya Government, policy makers and civil society. 
According to National Association of Schools and Psychologists (2003) the statistics show that more than 15% 
of American students repeat a grade each year between 30% and 50% by the time they are in high schools 
(UNESCO 2002). Forty four (44) million girls worldwide are out of school and 20 million of this are from sub-
Sahara Africa.  

About 89 girls to every 100 boys enroll in primary schools but the percentage of girls who complete school is 
still below 60% in many African countries compared to 75% of boys (UNESCO 2008). This is a clear indication 
that dropout rates for girls is still not unique in Kenya. 

The percentage of girls and women in all levels of education at any one time is always much lower than that of 
boys or men, (Psacharpoulus & Woodhall 1997). This is a concern all over the world as this has led to agitation 
for equal rights especially after realizing that education has much more direct and powerful bearing on the social 
position of a person(Wise 1994). UNESCO (2008) concurs with Wise that there is a strong positive correlation 
between levels and employment rate of women. Yet despite these strong views about women education, the  
number of girls who join and remain in schools retention rate have remained much lower in virtually all 
countries all over the world (Maicibi 2005, UNESCO,1998). 

The  retention rate for female students is 76.8% while that of their  male counterparts stand at 88.8% in all levels 
of education according to UNESCO, (1998). In Africa, it is much lower since (UNESCO 2008) reports indicate 
that, out of  88.4% of eligible number of female students who were admitted in secondary schools in the year 
2005, only 71.3% were still in school by 2008. About 16% had dropped out of school! About 75.6% of eligible 
boys who joined school the same year, 85.9% were still in school at the end of 2008 an indication of 14.1% drop 
for male students. Figures show that male students tend to remain in school longer than female students. The 
boys‘ retention rate is as follows; in Bangladesh 75%, Mali 63%, and South Egypt 70% -80%, Pakistan 75% and 
Kenya 67.7% (GoK 2005)  
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It was noted that gender disparity existed in education and there was need to indentify and eliminate all policies 
that hindered girls‘ enrolment and retention in school. To explain the imbalance where more boys than girls 
were in school was therefore linked to the age-long belief in male superiority and female subordination whereby 
the patriarchal practices gave girls no traditional rights to succession. The same patriarchal practices encouraged 
preference to be given to the education of a boy rather than that of a girl. 

However, according to (Fawa, 1996) there has been a tremendous improvement in terms of enrolment in those 
countries which form far pockets within the continent. For example female students constitute 50% of the 
enrolment in grade one in Kenya, Zimbabwe, Tanzania and Rwanda. There has been a recognizable rise from 
22% in 1961 to 50% in 1990 in primary schools and 4% at secondary school level in 1970 to 15% in these 
countries.  

In some countries of the South for example Botswana, Lesotho, Namibia and Mauritius, female enrolment level 
actually exceeds that of males at both primary and secondary levels. This situation may be explained by the 
affirmative action programmes carried out by these governments and the fact that the southern countries are 
richer economically compared to those in sub-Sahara Africa. It is only in the Franco-phone countries and other 
countries such as Somali, Mali, Liberia and Ethiopia, where female enrolment is below 30%. This could be 
attributed to wars, poverty and lack of commitment to affirmative action. 

In as much as Kenya has been mentioned as having succeeded in enrolment figures, there are bottle necks 
arising from the retention rate of girls in those schools that is greatly contributed by poor performance, 
reluctance to enroll in science based courses and poor classroom participation (Kitetu, 1998). The table below 
attests enrolment rates of both male and female students in primary schools. 

Table 1.1: Enrolment in primary schools in Kenya. 

Year                                              Number of girls               Number of boys 
1991                                                 2659.00                             2797.10 
1992                                                 2723.40                             2806.80 
1993                                                 2667.5                               2761.10 
1994                                                 2742.00                             2814.80 
1995                                                 2747.70                             2802.30 
1996                                                 2754.30                             2843.40 
1997                                                 2797.10                             2880.20 
1998                                                 2925.10                             2994.50 

Source: Examination Council of Kenya1994 

From the figures given in Table 1.1 above, it is clear that the numbers for boys‘ enrolment in primary schools 
from the years 1991 to 1998 were higher compared to those of girls. In the contemporary world, it is believed 
that educating a girl child in any community,  is tantamount to educating a whole society and is also regarded as 
an effective way of eradicating poverty.  

Women contribute significantly towards the economic development of a country,  hence,  it is of utmost 
importance to ensure that female children at primary school level are given not just education but quality 
education. 

Table 1.2: Enrolment in secondary schools in Kenya 

Year                                     Number of girls             Number of boys 
1990                                        264,766                         353,695 
1991                                        268,730                         345,788 
1992                                        275,690                         3533,372 
1993                                        236,146                         295,196 
1994                                        273,400                         336,439 
1995                                        290,581                         341,807 
1996                                        305,327                         352,926 
1997                                        323,625                         363,846 
1998                                        327,098                         373,440 

Source: Examination Council of Kenya (1994) 
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From the above tables, it is clear that purposeful plans of action led to an increase in female enrolment in 
schools after 1990. While more boys than girls were enrolled in 1991, a difference of 138,000.00, by 1998 the 
difference was at 623,332.00 up from only 33,964 in 1991, while that of boys was 19,745 in the same period.  

The tables 1.1 and 1.2 indicate that the numbers of both boys and girls have gone up but there is still a margin to 
be filled before equality can be achieved. However, female students appear to be excelling in terms of 
enrollment in schools. Such trends tend to raise eyebrows over if gender issues have been dealt with adequately. 
Perhaps not. The leap in enrolment does not bring a leap in performance. Girls‘ poor performance has been 
reported in other studies (Eshiwani 1993). The table below shows percentages of dropout rates in secondary 
schools of Kenya. 

Table 1.3: Percentage of drop out rates in secondary schools in Kenya 

Students                       2002                     2005               2007 
Female                           9.6                       10.3                10.0 
Male                               6.9                         7.9                  8.8 
Total                               8.3                        9.1                  9.4 

Source: Adapted from Bennell & Sayed (2007) 

Table 1.3 indicates that 8.3% of the total secondary school students in Kenya dropped out of school in 2002.The 
drop out rate increased to 9.1% in 2002 and 9.4% in 2007. Although Bennel & Sayed do not give the drop out 
rate for the years 2003, 2004, 2006 and 2009, it is clear from the rest of the data that the trend is that of 
increasing drop out rate. By inspection and extrapolation, about 9.9% and 10.2% of the female students would 
drop out of school in 2009 and 2010 respectively, an overall of about 9.4% of the female drop out of school each 
year. 

Table 1.4: Completion rate among pupils in Kisumu County 

Year             2003        2004          2005          2006          2007        
Boys             67.3           84.1          76.0           75.4           80.4   
                       
Girls             55.7          61.1          60.7           61.1           65.3         
 

Source: (MOEST 2008) 

The introduction of Free Primary Education (FPE) witnessed an increase in enrolment for both boys and girls in 
primary schools, thereby promoting equity of access among both sexes. Enrolment increased from 5.9, million 
in 2002 to 7.5 million. The net enrolment rate also increased from 77% to 84% in 2005. However, in Kisumu 
county, increase in enrolment not withstanding the high dropout rate and lower completion rate among female 
pupils in upper primary school was noted as shown in table 1.4 given above. 

Data on male and female performance between the years 2008-2009 revealed that the overall performance 
among male students significantly continued to improve compared to that of female students. In Kisumu 
County, there are 80 primary schools and 49 secondary schools. Due to the rising poverty and marginalization, 
low levels of economic development and cultural practices all combined may hinder a girl child from realizing 
the right to education. 

Table 1.5: Number of girls in secondary schools in Kisumu County 

Year                              2006                   2007              2008                 2009 
Number of girls           1680                   1523              1338                 1169 
Drop out rate                  -                       9.34              12.14                12.63 
Retention rate                -                      90.66              87.86                87.37 

Source: Adapted from Kisumu County Education office 2010. 

Table 1.5 asserts that an average of about 11.37% of female students drop out of schools each year. These rates 
are higher than the national rate of 8.9% (GOK, 2002) of even the African drop out rate of 7.2% per year (The 
Commonwealth Secretariat, 1993). 

From the available records, out of the students admitted in form one in public secondary schools in Kisumu 
County in 1999, only 25% of the student population were in school by 2002 (Kisumu District Development Plan 
2007-2012) out of which only 48.66% were female students. In the same cohort, 72.6%  of the male students 
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were still in school by 2002.This indicates a drop out rate of 31.4% in four years (or 10.35% per year) as 
compared to 27.4% (or 6.85% per year) for boys (Kisumu District Development Plan 2007-2012).Even though 
the population of males and females in the county are averagely the same at 28911 and 27408 respectively , only 
39.2% of students admitted in form one in 2010 were females as compared to 60.8% males (Kisumu Education 
office 2010). This is an indication that dropout rates are held constant, and also an indication that a negligible 
number of female students will be retained in schools in the county by 2013 leaving only a small number of 
them to join the employment market.  

The percentage of females who complete the school cycle are below 60% in many African countries compared 
to an average of 75% for males (The World Bank2008). With this kind of data, it may not be possible to attain 
the gender parity target of the millennium Development Goals (United Nation, 2001). 

1.6 Factors behind Gender Disparity in the Provision of Education 
Although Wamahui (1997), argues that a multiplicity of inter-related factors contribute to the under-
participation of girls in formal and non-formal education in Kenya; a complex interplay of macro- level policy 
and micro- level practices, beliefs and attitudes determine whether households and communities feel it is 
profitable to educate their daughters. Providing educational opportunities to all Kenyan children is central to the 
government‘s Poverty Reduction Strategy (PRS) and the Economic Recovery Plan (ERP) according to Republic 
of Kenya (2005). 
 
The Ministry of Education is committed to implementing the education reforms and girls‘ retention should 
improve through such policies. There are efforts aimed at improving the environment to become learner-friendly 
through the provision of better facilities and equipments. Poor sanitation facilities which have been a hidden 
barrier to girls‘ education in particular are being addressed seriously (Republic of Kenya 2009).  

The National School Health Policy (2009) stipulates that a healthy and hygienic school environment is 
actualized by safe, adequate water supply, adequate sanitation and appropriate hygiene promotion.  

The health benefit of safe and adequate water, improved sanitation and hygiene are broad in scope, ranging from 
reductions in diarrhea, intestinal worms, ecto-parasites, infections and trachoma to enhanced psycho-social well 
being afforded via such factors as dignity that goes hand in hand with using clean toilets/latrines.  

Socially constructed differences and relations exist and are evidenced in the identities, roles, responsibilities, 
opportunities and attributes assigned to girls and boys, women and men in society. The health policy states that; 

i) Both girls and boys should be given equal opportunity for education, health and community related roles. 
ii)  Both girls and boys should pursue their educational goals. 
iii)  The community should be encouraged to place equal value on the education of girls as of boys. 
iv) Education material should be gender sensitive; 
v) Parents shall be sensitized on gender issues through drama, music festivals and other channels. 

The policy measures for addressing the problems related to retention began with the enforcement of the children 
Act which provides for the right for education by every Kenyan child. According to (Republic of Kenya 2009), 
children are most vulnerable members of the society; therefore their rights should be protected.  

Atsiaya (2009), reported on ‗‗The standard that‖ hunger is taking its toll on schools at the moment as pupils in 
parts of Migori District abandon classes to search for food and water.He 

 quotes the head teacher as having said that absenteeism in schools is out of hand due to acute shortage of water 
and food and mostly affected are schools in Kisumu County. 

Court (2004), puts it in a case elsewhere in sub-Sahara Africa that when poor parents are forced to choose 
between the education of their daughters and that of their sons, they would rather choose to educate boys in the 
belief that they will support them with their high income derived from their education. 

Were (2006), argues that in our schools, it is common to find line ups for boys and girls in the allocation of 
different chores for boys and for girls e.g. sweeping for girl and slashing for boys. This impact negatively to 
both boys and girls since they grow to believe that they are different. 
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1.7 Conclusion 
The status of gender equity and equality in basic education has highlighted challenges facing the girl child in 
particular. There is need to find out what implication the same has on policy formulation and implementation 
and what will address the gender gap. It is quite obvious the challenges in education systems and the resultant 
girl child challenges are not new issues. 
 
Introduction of quarter system in secondary schools and universities and gender issues in education are all 
politically inclined. The coming up of 8-4-4 education (Mackey Report, 1981) and cost sharing (Kamunge 
Report, 1988) are all indicators of politically motivated changes.  

While there are a number of researches on basic and high education, there are scanty researches specifically on 
girl child disparity in basic education. The challenges in the review also deal only with the national level and the 
position of multilateral and bilateral donor toward FPE. There is need to handle the schools and their specific 
challenges since these are the implementation stage. Guidance and Counseling services need to be strengthened 
in schools to address the kind of challenges facing girls in schools.Bottom of Form 
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