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Abstract

The financial crisis in 2008 caused business présrito shift from growth and leveraging up profitsissues of
survival until the good times return. There wasuslerstandable emphasis on costs; cost managenasnt w
therefore seen as one of the best ways to maiptalfits in the face of softening sales and shrigkinargins.
The objectives of the research were to determinethen Strategic Cost Management (SCM) techniques ar
practically used by Nigerian companies and the reéxtef their utilization- particularly in the Nigem
manufacturing and financial services industriegniidy the factors influencing the adoption of stgic cost
management and investigate whether strategic casagement can be used as competitive strategyifaival

in recessionary times. Collected data were subjettiestatistical procedures using the Mann-Whittest. The
research found out that although Nigerian compaaies receptive to the philosophies of SCM, there ar
challenges inhibiting their adoption and impleménotain the Nigerian environment. Manufacturing cems
also utilize the SCM tools more than the FinanSiaivice companies. Nigerian companies were encedray
embrace strategic cost management tools and ttexibliiggovernment implored to formulate policied tr@ate
enabling environment to facilitate the adoptiors56fM.

Keywords. Strategic Cost Management, Recessionary Times,n€imaMarkets, Survival, Nigerian
Companies.

1. Background

1.1 Introduction

In the second half of 2008, the world experiendedrfcial and economic storm. Its effects are btling felt.
Starting with the US sub-prime mortgage crisisgdosis infection took hold of financial markets @&s the
globe: equity and real property value slumped; baarkd other intermediaries turned to governmengnte up
much-needed liquidity and take toxic debt off tHeands, bonds and other debt markets effectivelsec down
and banks begun to turn off the credit tap. Indtathese events had a rapid and dramatic effec¢he “real
economy” of the world. Despite serious effortstahalus on the part of many governments, consureenahd
eased, output slowed or even fell, commodity pridespped phenomenally, global trade flat-lined gwios
disappeared (Olokoyo and Ogunnaike 2012).

Business priorities shifted from growth and levénggup profits to issues of survival and presendoge assets
and competencies until the good times return. Therg an understandable emphasis on costs-cost eraray
was therefore seen as one of the best ways to ammaiptofits in the face of softening sales and rating
margins.

Although the economic crisis has created enormba#ienges for companies, as the economic times déeca
that companies make the right management decigidinsy were to survive, opportunities were alsceegmg-
companies were under increasing pressure to sizauitatl parts of the business processes to identfy areas
of efficiency (Osunkeye, 2008). Strategic cost ngemaent therefore became a tool to look unto asrgetitive
tool for business survival in the recessionary ir(Rerliner, 1998).

The objectives of the research are to determinethehestrategic cost management techniques areiqatt
used by Nigerian companies and the extent of tidization particularly in the Nigerian manufadng and
financial services industries respectively, idgntthe factors influencing the adoption of strategiost
management and investigate whether strategic casagement can be used as competitive strategyrfaval
in recessionary times
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1.2 Research Hypothesis

The under stated hypothesis has been formulateaviinak tested for the the purpose of this study

Hypothesis 1
H,: There is no significant difference in the StrateQost Management technique adopted by the matuifiag
and Financial Service industry.

H.: There is significant difference in the Strate@iost Management technique adopted by the manuflagtur
and Financial Service industry.

Hypothesis 2

H,. The factors influencing the adoption of StrateGast Management techniques do not significantlfedif
between the manufacturing and Financial Servicestrg.

H,. The factors influencing the adoption of StrateGmst Management techniques significantly differsetn
the manufacturing and Financial Service Industry.

2. Material and methods
2.1 Literature Review

Overview of Strategic Cost M anagement

Strategic cost management requires looking at tedawnding organizations who are venturing in #risa.
Strategic cost management can be defined as dzmgjrevery process within an organization, knogkédown
departmental barriers, understanding suppliershbas, and helping improve their processes

As prices fall, companies cut wages and jobs, teppieople with less money to feed back into theneny.
Deflation is far harder than inflation to controlgcurs faster and leaves more havoc in its wakendg\with
inflation, we get a contradicting economy. As asemuence, commercial activity will decline, resigtin lower
sales and profits .Many businesses will post logses many will fail. Deflation requires a differesirategy
from inflation. Financial managers will have to lbludeflation into their budgets and business platisting
their plans accordingly.

The on-going recession has caused competition ¢orbe ferocious. Some companies are taking certapss
such as taking an axe to costs, cutting excessitgpiaying off workers and shifting productionfsiiore. Cost
management is one of the key strategies that basioencerns can use to stern the tide of the gfotzicial
crisis.

In the light of the foregoing economic problemsatggic Cost Management such as Benchmarking, Badan
score card, Total Quality Management, Businessda®Review, Target Costing and supply chain managem
are became highly desirable and are utilized lylifeg global companies, hence the need for st@temgst
management.

Traditional Management accounting is based on coimgpaactual results against pre-set standard @jyic
budget), identifying and analysing variances adihtaremedial action to ensure that future outconwsirm
with budgeted outcomes. Traditional Management @ibiog has certain limitations such as: existintivétes
are not reviewed and also, they are based on oogtioment rather than cost reduction. Strateginagament
is focuses on cost reduction and continuous impreave (Kaplan and Cooper, 1998).

Strategic cost management (SCM) has become antiadsea nowadays. While formulating the stratégy
the accomplishment of organizational overall objes, different cost driver should be clearly idied.
Identification of key cost drivers helps companiedocus on key activities that will constitute alst 90% of
the total costs (Davigt al, 2004). In view of this, the importance of strategpst management should not be
underestimated. This implies that organization &hde installing appropriate framework of strategiast
management to reduce its costs in key areas orhvtiécsuccess of organization is heavily dependent.
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The key to strategic cost management lies in airimss processes and activities throughout theeadlain. The
work of reducing cost that derives from a spedifisiness process or activity seldom leads onlynt¢oeased
cost efficiency. It also feeds through to increatfedughput and client value in terms of such thing improved
quality and service. In other cases, a strategét omnagement approach could lead to a changeatimer
model, launch of new business areas or new serai@products.

Areas of application of Strategic Cost M anagement

There are three basic business areas where strategfi management can be applied and are as fo{Dasg
et al, 2004);

Strategy:

A strategy in general terms refers to a plan ofoacthat will shape the direction of organizatioslsccess.
Companies of late have realized the importancdeafr articulation of strategy and its effective lexpentation.
Before formulating any strategy, the managemenulshthink about the business model whether it i st
relevant or need to be changed? Or whether thetbgs of the business are going to be accomplistvedigh
laid out strategy.

Operations:
By setting the priorities according to its signifitte we can operate the tasks effectively andiexfiy.

Organization:

Company should time and again check whether iflgcating its limited resources in the businessdsciv
generate more value for the entire organizatiorsoBeces as such are the liming factors for anyrizgéion
and that's why the company should be focus onsthecture of the business and it should decide mell
advance whether it should own all resources or not?

Another perspective to view the areas of applicatid strategic Cost Management is through the fanat
areas such as follows (Berliner, 1998; Gregory, 0201

Core Functions:

Core functions elaborate on the nature of the lmssinlt answers the very obvious question what tyfpe
business are we in? At this stage the company dadetrly identify its courses of actions with respto
strategy planning, research and development, asdlpt development.

Customer Delivery Function:

This step emphasizes more on value addition witibua activities such as marketing, sales, manufangy,
quality assurance and control, sourcing, procurénaea logistics, engineering and maintenance, cussto
service and technical support, etc. Excellencéh@se activities can create a sort of competitiveaathge for
the company if it could harness its resourcesligtgitly than its competitors.

Support Functions:

As the name suggests, to support the core activitidousiness some secondary activities are taabiéed out
which includes IT, Finance and Accounting, HR mamagnt General administration. These activities will
facilitate the performance of the core activitiesa way that goals of the business can be accdmeplis
successfully without wasting limited resources. yiéll also help in synchronizing the different kaswhich
are to be carried out simultaneously.

Factorsinfluencing adoption of Strategic Cost M anagement Techniques

Each individual organization needs to review heiows circumstances, peculiarities and strategiesentify
enablers for strategic Cost Management. The reweieprevious work in connection with the researchvéeer
reveals that the following factors generally infige the adoption of SMA (Berliner, 1998; Dawgal 2004;
Brignall, 2002, Cuat al 2001):
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Top management support and sponsorship — Top mamegemust support the cost management strategy.
However, to get this support, top management maoderstand the value of supply chain managemerttgo t
bottom line. If management seems reluctant to neieeghis from internal efforts alone, cooperatforts with
suppliers and/or customers may help to convincentheost of implementation and maintenance — Theé cos
management tool require investment in change omdrraaintenance. Staff training also comes to ptathe
implementation process Perceived Feasibility of lemgntation — Management and employees of the
organization must be convinced that the projecfesible in terms of cost, time, functionality, sesce-
availability and value the cost management stratgtiyultimately add.

Data availability and Information systems - To ecaptspending by commodity or service, supplier, and
geographical area. Information can be used to:tiigenpportunities for synergy with other supplyaih
members in areas such as leveraging spend, poéliogvledge, acquiring/providing/sharing technology,
identify areas where transfer of best practices neduce costs, optimize location and use of rezesjrsuch as
inventories, in the supply chain, and help to idgnbtal cost drivers

Willingness to embrace change — This is vital ®dhccess of any cost management effort becaubke wéried
departments and functions that are affected and teebe involved to implement cost managementatites.
All parties either affected by the costs in questiw involved in generating those costs need tinbelved in
the applicable cost management teams .They musillibey to embrace change.

Compliance with global best practice — The sciemitenanagement accounting keeps evolving as corigetit
business environment and strategy changes. Toddeast with global best practice in managemerduating
is also a strong consideration for the adoptioniemglementation of strategic cost management.

2.2. Research Methodology

Primary data was used for analysis and was cotlatseng a questionnaire.

The population of the study is the Nigeria publicfjuoted beverages, conglomerates & holding, Food,
Manufacturing & industrial subsectors Manufacturiogmpanies and the Bank Financial Service companies
respectively.

Using the Nigerian Stock Exchange (NSE) listingaaépril 2013 as basis to quantify the study pofiafg the
population comprises of 40 manufacturing companie the beverages, conglomerates & holding, Food,
Manufacturing & industrial subsectors and 24 publguoted bank Financial Service companies

26 manufacturing companies cutting across the fmlosectors and 14 Financial Service companies @ank
were selected as samples.7 copies of the resa@ithment were administered to each of the 26 naatwrfing
companies & the 14 Banks making a total of 280 es@if questionnaire. It was however 212 copies\legie
found usable after retrieval as captured in thiethblow:

Table 2.2.1 Distribution of research instrumeniigerian companies

Frequency Valid Percent Cumulative
Percent
Valid Manufacturing 138 65.0 65.
Financial Service 74 35.0 100
Total 212 100.0

The research instrument was designed on a 4-pkatt kcale of Strongly agree, Agree, Disagree &18jly
Disagree continuum. For statements which measuredextent of SCM tool adoption, responses were also
framed and calibrated on a 4-point likert scal&edfy High, High, Low & Very Low where respondentlinated
intensity of the use of the respective SCM techaido codifying and assigning numerical valuesesponses,
values were assigned as follows:
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Table 2.2.2 Codification of response

Response Assigned Code
Strongly Agree/Very High, 4

Agree /High 3

Disagree /Low 2

Strongly Disagree/Very Low 1

The judgmental sampling method was used due ttettiaicality of the subject matter. Samples welecsed
such that it is only Accountants and Finance Explenbwledgeable about accounting and finance fonstand
who had requisite experience, as it relates to mastagement, were selected and questionnaire adenad, as
the items of the research instrument required feahnompetence.

The Qualifications and Years of Experience of resj@mts, captured by the research instrument, asepted:

Table 2.2.3 Educational Qualification

Frequenc| Valid Percent Cumulative
y Percent
Valid B.Sc 21 9.9 9.9
MBA/M.Sc 30 14.2 24.1
B.Sc/MBA/M.SC plus 161 75.9 100.4
ACA/ACCA/ACMA
Total 212 100.0
Table 2.2.4 Years of Work Experience
Frequency| Valid Percent Cumulative
Percent
Valid 0-3 years 9 4.2 4.p
3-5 years 21 9.9 14.1
5-10 years 94 45.38 594
10-15 years 6( 28.3 8717
above 15 years 26 12]3 100.0
Total 212 100.9

Source- Constructed from Field Survey data

Over 75% of respondents have academic and profedsiecounting and finance qualifications. Otheaigeh
academic qualifications (table 2.2.3). This impligsat respondents have requisite technical knoveletig
provide answers to items in the research instrumthiereby enhancing the quality of data. In additto
possessing technical qualifications, table 2.2.dtaias the work experience of respondents. Over 95%¢e
minimum of 3years work experience. Combining thepmndents’ qualifications with their work experienc
shows that they possess technical competence mesearch subject matter, data provided by thentheefore
be viewed as reliable as they have requisite skills

3. Reaults

The items in the questionnaire were designed shahthey elicited data required to meet the reseabgective,
answer the research questions and test the formdulatpothesis. The variables were also tested danality
using the Kolmogorov-Smirnov( K-S) Test ,.The résubf the Univariate statistics (Mean and Standard
Deviation) and the K-S test are captured in Takle 3
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Table 3.1 Statistical Analysis

One-Sample K olmogor ov-Smirnov Test

N

Normal

Parametefs”

Most Extreme Differences

Mean

Std.
Deviation

Absolute

Positive

Negativ

11%

Kolmogoro
Smirnov Z

- Asymp.
Sig. (2-
tailed)

Survival of business in recession
is dependent on managing cost
strategically

212

3.38

490

40

D 40

=21

3.0

05

.000

Comparing business process wit
best practices helps improve
business performance

N212

3.42

.530

.35]

2.7

.0

Strategic Cost Management
techniques can be practically
applied to Nigerian companies

212

2.98

770

.30

-.3(

2.3

Strategic cost management can |
applied to any organization,
whatever the nature of business
and transaction dynamics

212

3.38

490

40

3.0

Strategic Cost Management help
business to identify and develop
core competences

s212

3.37

.486

408 .40

3.1

Strategic Cost Management help
in supply chain management

s212

3.12

.691)

316

2.4

There are challenges inhibiting th
adoption and implementation of
Strategic Cost Management in
Nigeria

212

3.37

.486

408 .40

3.1

Nigerian companies are receptivg
to the philosophies and strategie
emanating from strategic cost
management

oO—D

2.93

.800

.28

-.28

2.1

Business Performance indicators
can be utilized as danger triggers
for organizations not running
competitively

212

3.40

494

.39

-.28

3.0

There are benefits that accrue to
organizations managing cost
strategically

212

3.52

.504

.348 .33

.34

2.6

Economic recession has more
negative impact on business
concerns than positive impacts

212

3.25

.654

.29

-.26

2.3

Strategic Cost Management
techniques enhance business
performance improvement

212

3.38

490

40

3.0

Cost of implementation and
maintenance as determining fact
in the adoption of strategic cost
management

212

3.35

481

A41]

-.26

3.2

Need to keep competitive positio
as a factor determining the
adoption of strategic cost
management

n212

2.93

.710

.32]

-.32

2.4

Willingness to embrace change 35
a factor determining the adoption

1212

3.05

.594

.33/

-.31

2.5
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00

00

00

00

00

00

00

00
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of strategic cost management
practices

Feasibility of implementation as 4§
factor determining the adoption 0
strategic cost management

1212
f

3.12

.613

.341

.34

-.32

2.6

Compliance with global best
practice as a factor determining
the adoption of strategic cost
management

212

3.23

.533

.386

.38

-.28

2.9

Rate of adoption of TQM as a
strategic cost management tool

212

3.17

.376

.50%

.50

-.32

3.9

Rate of adoption of Benchmarkin
as a strategic cost management
tool

9212

3.15

481

421

42

-.32

3.2

Rate of adoption of outsourcing 4
a strategic management
accounting tool

212

3.02

469

.398

.39

-.3§

3.0

Rate of adoption of target costing
as a strategic cost management
tool

212

3.22

490

A42]

42

3.2

Rate of adoption of Balanced
score card as a strategic cost
management tool

212

2.88

.555

40

.33

-.4(

3.0

Rate of adoption of Continuous
Improvement as strategic cost
management tool

212

3.03

.520

376

.37

-.35

2.9

Rate of adoption of Business
Process Review as a strategic cd

212

management tool

2.98

.537

.396

.37

3.0

a. Test distribution is Normal.

b. Calculated from data.

.Q00

.Q00

.Q00

.Q0o0

.00

.00

.00

.00

.00

A Kolmogorov-Smirnov test with p > .05 tells us thdistribution of the sample is not significantliffdrent
from a normal distribution, but if however, the uktss opposite i. e. p < .05, that means the ithigtion is non-
normal.

Since the distribution is not normal, we therefpreceed to test the hypothesis using the Mann-\hitest;
non-parametric statistics. The Mann-Whitney tess walized because the test evaluates whether #snran a
test variable differ significantly between two gpsu(Manufacturing and Financial Service respectivelhen
the distribution is not normal (Green and Salki»@08).

Hypothesis 1

Ho: There is no significant difference in the Str&teQost Management technique adopted by the matuiiiag
and Financial Service industry

H; There is a significant difference in the StrateQmst Management technique adopted by the manufiagtur
and Financial Service industry
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Table 3.2 Mann-Whitney Test for Hypothesis 1

Ranks
Industry N Mean Rank  Sum of Ranks
Strategic Management Manufacturing 138 34.29 1234.50
Tools Financial Service 74 24.81 595.50
Total 212
Test Statistics
Strategic
Management Tools
Mann-Whitney U 295.50(
Wilcoxon W 595.500
z -2.147
Asymp. Sig. (2-tailed) .032
a. Grouping Variable: Industry

Decision:

Since Sig (0.32) <0.05, we reject Bhd accept the Hvhich states that there is a significant diffeeeircthe
Strategic Cost Management technique adopted byé#reifacturing and Financial Service industry
Hypothesis 2

Ho: The factors influencing the adoption of Strate@ast Management techniques do not significanfigdi
between the manufacturing and Financial Servicedtg.

H,: The factors influencing the adoption of Strate@ast Management techniques significantly diffemsen
the manufacturing and Financial Service Industry

Table 3.3 Mann-Whitney Test for Hypothesis 2

Ranks
Industry N Mean Rank  Sum of Ranks
Factors influencing the Manufacturing 138 29.96 1078.50
adoption of Strategic Cost| Financial Service 74 31.31 751.50
Management Total 212
Test Statistics
Factors
influencing the
adoption of
Strategic Cost
Management
Mann-Whitney U 412.50(
Wilcoxon W 1078.500
z -.302
Asymp. Sig. (2-tailed) 762
a. Grouping Variable: Industry

Decision: Since sig > 0.05, we reject the H1 ancept the Ho that the factors influencing the adwptbf
Strategic Cost Management techniques do not sogmifiy differ between the manufacturing and Finahci
Service Industry in Nigeria.
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4.0 Discussion of Findings

Table 3.1 contains the responses to the itemsedrrdlearch instrument. Most of the respondentseattyat
survival of businesses in recessionary times iedéent on managing cost strategically (mean=3.88).8an
therefore be used as a survival strategy in remeasi times. SCM can also be practically appliedNigerian
companies (mean=2.98) as it is applied in other nt@s as documented in previous studies
(Berliner, 1998; Cua et al, 2001; Davig, 2004; Gigg2010)

SCM helps companies to identify and develop comptences (mean-3.37) which a company may not have
ordinarily considered developing but for the needdmain competitive. The research discovered tthaigh
Nigerian companies are receptive to the philosaphistrategies and practices emanating from SCM
(mean=2.93), there are challenges inhibiting theptdn and implementation of SCM in the Nigerian
environment (mean=3.37) such as the cost of imphtatien and maintenance, perceived feasibilityduffzion

and the willingness of Nigerian companies to embictange.

The factors influencing the adoption of SCM in Nigeinclude cost (mean=3.35), the necessity to taain
competitive position (2.93),perceived feasibility ehe adoption and application in the Nigerian issrvment

(3.12), as well as the need to comply with emergjiagds and global best practice in the sciencaafagement
accounting (3.23). Of all the factor determinarftSE@M adoption, the cost of implementation and ne&iance
compliance with global best practice is the strahgensideration (with the highest mean score 36)3.

As to the SCM tool utilized by Nigerian Manufactui and Financial Service industries, they incluagal’
Quality Management (mean=3.17), Benchmarking (3.1Butsourcing (mean=3.02), Target costing
(mean=3.22), Balanced scorecard (mean=2.88), Ganis improvement (mean=3.03) and Business Process
Review (2.98) but the degree to which they arezetil varies considerably between the two industésll the
SCM techniques, target costing has the highesedegfrutilization, with a mean score of 3.22.

The SCM tools are utilized to a greater extenthiea Manufacturing industry than in the Financial v8sy
Industry. In Table 3.2, the mean rank score oftfamufacturing industry as per the application oVS(Gols is
34.29, while that of the Financial service indusisy24.81.The rejection of the null hypothesis ahd
acceptance of the alternate hypothesis that teat tils a significant difference in the StrategicOdanagement
technique adopted by the manufacturing and Finhi8gavice industry also supports this view. Compani
operating in the manufacturing industry in Nigesi@ at greater liberty to implement SCM becausy thee
stiffer competition within and outside the countf which products are competitively priced unlikee
Banking Financial Service industries where prodpcises (cost of providing financial services) eggulated to

a great extent by the Central Bank of Nigeria (CBIN) government supervisory bank regulating bamks i
Nigeria. Notwithstanding the CBN regulation of Nige banks, tariffs, Banks can still adopt and iempént the
SCM tools to drive down cost, provide value-addsegyvices to customers and enhance their competitive
positions within the CBN price tariffs, since th@fit made by them is a function of the extent toiath they can
reduce cost. The banking industry is also competitis there are currently 24 banks providing siritile same
services. Strategic cost management is therefeceaatritical success factor in the industry.

Another reason that could be adduced in suppottheficceptance of the alternative hypothesis pehither
adoption rate of SCM in the manufacturing indus$ryhe tangibility of products. The financial sewiindustry
renders services which do not possess physicatandesas they are intangible. Most of the SCM teples are
typically and conventionally discussed and appiiethe context of products having physical existergervice
industries producing non-tangible goods will haveadapt the SCM concepts and techniques to suit the
peculiarities and circumstances.

It has been identified from a critique of literasrin SCM that different factors such as cost, gieec
feasibility, willingness to embrace change, compi@ with global best practice and the need to ramint
competitive position come to play in deciding wis&iM tool to adopt and the extent of adoption. Weeoked
that the decisions of Nigerian companies to addpMSare also influenced by these variables: thestorfa
however do not significantly differ between the mfacturing and financial service industries.
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5. Conclusion and recommendations

The study investigated how SCM can be used as aetitime tool for business survival in recessiontmes in
the Manufacturing and financial service industriBgspite the negative effects that the global ndekvn
imposed on companies globally, the effects areentitely negative. The recession has forced conggaii look
inward to craft cost management strategies thatawgure their survival and continued relevancenébusiness
environment. It has also forced them to adopt ataptexisting SCM techniques, which they would Inate
ordinarily accepted and implemented, but for tlf dmpetition imposed by recession.

This research also discovered that SCM techniqtedeasible, applicable and implementable in thgeNan
environment; they however have a higher degreepliation in the Nigerian manufacturing industhan in
the Financial service industry because of (i) ttedpminant application of SCM to manufacturing @mes and,
(i)product tangibility of the two industries.

On the basis of the findings of this research, vegefore suggest the following:

* In discussing the development, adoption and impigat®mn of SCM techniques in management
accounting science, such discussions should be uotiee context of both goods and services. The
preponderance of discussion in the context of ggwddominantly discourages SCM applications to
non-tangible goods, thereby weakening its perceieadibility in the context of service renditionoké
researches in SCM should be done in other indssajpart from manufacturing industries in order to
demonstrate that management accounting practicesbeaapplied with resounding success in any
industry and country.

* Nigerian companies should embrace strategic costagement tools by switching from traditional
accounting practice to modern/strategic cost adiogiiio survive in the on-going recession, as this
one of the key secrets to survive and remain caithpgetThis will also put the Nigerian companies at
advantage to compete with their contemporariehéndther parts of the world who currently deploy
strategic cost management techniques. Customergawdlur an organization that is able to keep cost
down without compromising quality-strategic costnagement tools provide this

*  The Nigerian government should formulate polictest create enabling environment to promote higher
adoption of SCM. Of all the factors influencing #@option of SCM in Nigeria, cost of implementation
and maintenance is the strongest .To successfubptad and implement SCM and reap the
corresponding benefits, the environment must beéblemta Developed countries adopting the SCM
techniques to a greater extent have environmengdilers unlike in emerging economies.
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