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Abstract

The current global financial crisis has in one vaemythe other negatively impacted on business anda@uic
development of many nations both advanced and eéngeopuntries including Nigeria. The main objectivie
this study was to determine the impact of the snisider reference on business in Nigeria using 8&tate as a
case study from 2007 — 2009. The study used a simpipirical survey method or design in the mairh it
sample size of 100. The data collected was analys®edhe use of simple statistical techniques idilg
percentages as well as the use of ANOVA technigtiesn findings the study revealed that the finalnciisis

had some effects on business development in Nigkliavever, the study concludes and recommends that
government urgently intervene by the use of bositai and monetary policy packages in all sectors to
significantly mitigate the influence of the crisi; the economy in general and business developiment
particular. It was also recommended that the liizggon policy should focus on stabilizing the gith of the
indigenous enterprises, and to also strengthefirthecial and regulatory system in Nigeria.

Keywords: Global Financial Crisis, Business Developmentc#élisand Monetary Policy, Net profit, Makurdi
Metropolis.

1.0 Introduction

The global financial crisis that rocked the ecoresrof nations was an extremely troublesome issuterins of
origin, the phenomena is said to be traceabledadxhited States of America. As far back as Aug@§t72 the
financial institutions in the United States (US)revexperiencing immense difficulties raising furfiisezobor,
2008). Financial institutions gradually becamailid and runs, bankruptcy, take-overs, job losseskailouts
thus weakened the financial system. Lax financégutation ensued with the hope that the market avoul
regulate itself, an event that never took plaééth the loose market regulation, available credisnt to
consumer lending rather that to the real sectdrdhaes production and the economy at large. Afrarn the
aforementioned, the financial crisis resulted indegpread unemployment, affecting every sector ef th
economy.

The global financial crisis had a number of featumecluding weak macro-economic fundamentals, high
inflation rates, exchange rate crisis, devaluatibaurrency, decline in gross domestic product diffitulties in
balancing international payment on current acc@sezobor, 2008; and Sampson, 2009).

To prevent the adverse impact of the global finainciisis on Nigeria business development has lseen by
many scholars and practical business individuala asitical challenge (Sampson, 2009). Whetherethasd

other measures can be instrumental in controllimg adverse impact of the global financial crisis tha

Nigerian economy is a question, which can bestrissvared, in an empirical sense. Although the efféd¢he

crisis on business growth and development in Négeright not be as pronounced as it was in USA aBr;t
France and so on, it would be futile to be askdougits possible short and long-run influencesndég the need
to embark on a study of this nature hoping it wogilk rise to meaningful schemes, plans and stiedabat

would eventually help the economy to tide itsel€othe possible difficulties that might crop upr Business
organizations in Nigeria in particular, the invgation would be highly rewarding in the sense #rat-growth

business and economic forces would be identifietljadiciously manipulated in the best interesthef business
investors, stakeholders and other players.
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1.1 Statement of the Problem

The global financial crisis confronting both devedo and developing economies is believed to havacad
due largely to years of audacious and dubious tnwest practices, which started off in USA (Samp<0(9).
The crisis has affected the economies in the dpeeland developing countries. In Nigeria, fearsehbgen
gripping, as it were, all business and economioractAfter months of cautious optimism, it has baeoclear
that the initial assumptions about the possible imity of developing economies from the raging stavare
too hasty. For the business sector in particulavpuld be suicidal to assume that all would be.wel

In the light of the foregoing, the pertinent posare, what have the Nigerian authorities done tigate the
likely effects of the crisis? Are relevant straggjin place to save the business units (companikgm@terprises)
from this crisis? How, and what precisely are thteralant impacts on both micro and macro business
endeavours? These and related intriguing posesannthe basis of this investigative study undeenmerfice.

1.3 Objectives of the Study
The main objective of the study was to determine impact of the global financial crisis on business
development in Nigeria. Specific goals or objectiveere:

(1) To determine the impact of the global financiasisrion selected business ventures in Benue State;

(2) To evaluate the effect of the global financial isrisn the net profit earnings of selected compaimies
Makurdi metropolis;

(3) To find out the extent to which the global finandssis has affected the overall productivity obfit-
oriented ventures in Makurdi metropolis;

(4) To find out what role has been performed by the éboment to mitigate the influence on business
development in Nigeria;

(5) To proffer solutions to the impact of the globalaincial crisis on Nigerian business development.

1.4 Research Hypothesis
The research hypotheses are:

(1) He: The current global financial crisis has no sigmaift impact on business development in
Nigeria.
(2) Ho: The global financial crisis has no positive effem corporate profitability of indigenous

companies in Makurdi metropolis.

(3) He: Global financial crisis has no significant effant the overall productivity of profit-oriented
ventures in Makurdi metropolis.

(4) He: Government role has not significantly impactedtios performance of companies in the era of
global financial crisis.

2.0 Theoretical Framework

Multiple crises especially the global financialsisiimpacted negatively on the wealth of many metithereby
affecting negatively its people. The financial jswhich originated from the advanced economiggjifing
hard on developing economies with some economigerencing social and political disruptions to thei
systems. Nigeria is not excluded from this tsunarising from the global financial crisis owing te integration
in the world economic system. In this study, theeegchers will attempt to discuss in detail theseawf this
crisis and its origin, the scale and impact theigrmhad on the economies of the world with a fooudAfrica,
Nigeria and Benue State, what policy responsesrgavents around the world have implemented to nigidiae
effects of the crisis and lastly, the challengeedbby business development as a result of this.cris
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2.1 The Origin and Causes of the Global Financial sis

The world has witnessed several financial and ecdnicrises. According to Ekweremadu (2009) notably
among them is the great depression of 1929 — 1®Bigh is regarded as the worst in modern timeslisied
other major crisis to include the Latin AmericanbD€risis of 1980 which began in Mexico, the USAviBgs
and Loans Crisis of 1989-1991, the Nordic Bankimgl &conomic Crisis of 1990 — 1994, the 1994 — 1995
Mexican Economic Crisis, the Asian Financial Cris@97 — 1998, the 1998 Russian Financial Crises 1999 —
2002 Argentine Economic Crisis and the 2008 USAaRaial Crisis.

The current global crisis really started as a faialncrisis. Its roots were in the banking sectther than in the
securities or foreign exchange market. Accordingstdudo (2009) the financial crisis started in thes. in
August with sub-prime mortgage crisis as househfaldsd difficulties in making higher payments orjuathble
mortgages. The collapse of the USA sub-prime mgegaarket and the reversal of the housing boomahad
serious ripple effect around the world. By way efidition, Ariyo (2009) defines sub-prime lending ‘&redit
facilities offered to people with low or sub-stardiaredit history and/or worthiness that, ordingrivould have
been ineligible for such facilities”. The Septemhdl" attack on the World Trade Centre compelled the USA
Government to reduce interest rate. This sharpreeeind unusually low administratively—determinateinal
interest rate fuelled a housing bubble, accelerbtedranting of cheap credit facilities to sub-peicustomers.
Ariyo (2009) argues further that interest rateststhrising as from mid — 2005 from about 0.5%iistfquarter
of 2005 to about 4% in 2006 and reached a peak88b % 2007. Simultaneously, housing prices statteigll.
The sharp upward reversal of interest meant highst of loans and consequent reduction in lendauytd
sharp decline in housing demand. The multiplieeaffcoupled with sub-prime borrowers finding it der to
service their mortgages had a serious liquidityesge in the banking system resulting into the roairse of the
crisis.

Shah (2009) argues further that the sub-primescdaime about in large part because of financiaiunsents
such as securitization where banks would pool thaiious loans into sellable assets, thus off-legdisk onto
others. Rating agencies were paid to rate thestupte thereby encouraging people to buy them beoafuheir
good ratings. Shah (2009) painted this scenarfolksvs:

a) Banks borrowed even more money to lend out so tloeyd create more securitization. Some banks

didn’'t need to rely on savers as much then so &nthey could borrow from other banks and selléhos
loans on as securities; bad loans would be thelgmobf whoever bought the securities.

b) Some investments banks like Lehman Brothers gotrnimbrtgages, buying them in order to securitize
them and then sell them on.

c) Some banks loaned even more to have an excuseuntize those loans.

d) Running out of whom to loan to, banks turned togher; the sub-prime, the riskier loans. Risingseu
prices led lenders to think it wasn't too riskypgdaans meant repossessing high valued property.

e) Some banks even started to buy securities fronr.othe
f)  When people did eventually start to see problemsfidence fell sharply.

g) Lending slowed and some investment banks weragitin the riskiest loans that other investors did
not want. Assets plummeted in value so lenders edhta take their money back. However, loss of
jobs, collapse of the housing market, little defsosn banks, loss of confidence, credit squeeze, no
secure funding available, major investment banks iasurance companies started collapsing — the
birth of the global financial crisis. The problenasvso enormous that banks with even large capital
reserves ran out. New capital was injected intokbdn, in effect; allow them to loose more money
without going bust. That still wasn’t enough anchfadence was not restored. Shrinking banks sucked
money out of the economy as they tried to buildrtb@pital and are nervous about loaning. Meanwhile
businesses and individuals that relied on credindit harder to get loans. A spiral of problems
resulted.
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Shah (2009) argues further that in essence whateimegal was that banks, hedge funds and others ltadnkee
over-confident as they all thought they had figuoeitl how to take on risk and make money more dffelst As

they reinforced their own view that they had itufigd, they thought they had spread all their risfsctively

and yet when it really went wrong, it all went wgprLoose regulatory regime, unregulated financiatkats

and products and loose monetary policy fuelled. thigs also important to also point out that treridatives,

financial futures, credit default swaps also aaedésl the financial meltdown once the sub-prime tgage

collapsed.

Ekweremadu (2009) asserts that the crisis sprdadviild fire to the rest of the world through firaal
contagion. This meant that as a result of the warichannels of linkages with the rest of the woelden a
country that had strong macro-economic fundamen@®d regulatory framework and had managed its
economy well was a victim of the global financiaists through contagion. Shah (2009) also agreat tthe
crisis was so severe that the world’s financialifasons collapsed necessitating huge bailout pgek. The UK
and other European countries spent some $2 Tritliorescues and bailout packages.

The most noticeable impact of the crisis on Nigasaargued by Soludo (2009) included decline ih sagut
growth, weakened financial systems — takeover @mkduptcy, loss of jobs, loss of confidence in fihancial
system and stock market crashes among others.

2.2 The Impact of the Global Financial Crisis on some seléed Economies

The global financial crisis brought an untold adeeeffect on the world economy. As Soludo (200%eoked,
the crisis inevitably brought about declines in m&put of goods and services as well as weak#émefinancial
systems. International Monetary Fund (2009) ardugtker that the value of the world’s companies edput
amounted to a staggering $14.5 Trillion between8284d 2009.

The negative impact of the global financial crisisthe stock market was also enormous. Accordirgata of
the market indices by Soludo (2009), only Ghana watsaffected, the rest 32 countries’ stock marketse
negatively affected. Russia lost 72.9% of its shraegket value, Argentina (52.8%), Belgium (50.1%ijance
(41.8%), Britain (34.6%), Germany (42.2%), Chin&.8%), while Japan’s Nikkei suffered its biggest22
Industrial Average index which dropped by 42% tantien but a few.

According to the International Monetary Fund repiort2009, the downturn in global growth, the deelim

commodity prices and tighter credit considerablysened the outlook for Africa. Emerging marketsAinica

were hit first because of their financial integoatiwith other regions of the world. For exampleutboAfrica,

Nigeria, Ghana, Kenya suffered declines in equigrkets, reduction in foreign direct investment,sgree on
exchange rates and difficulty in sourcing for emgdrfinancing for corporations. Other areas of intpacluded
fall in receipts from export earnings, unfavouraipialances in external current account and fallingsehold
income and commodity prices. Massimo (2009) brisgsther dimension to what the crisis did to ecoresnaif
the world. He argued that the negative effect effthancial and economic crisis on livelihoods vaasupt and
unsettling with many countries experiencing incegbprotest and political pressures on governmentsrhish
stronger social supports.

African countries also faced serious problems wiht repayment, reduction in grants and aid, whigtacted
negatively on the attainment of the continents éilium Development Goals (MDG). The financial srigiso
amplified the impact of the food crisis in Africaitiv the decline in the GDP growth rates in somethaf
countries, most of which are rated as poor or Iogeime developing economies. Not only the standéarttieo
living of the people was also affected, businessgseconomic entities in these nations also affegfiven that
the GDP of a nation has tremendous effect, usuatiypoth the private and public sector endeavours.

2.3 The Impact of the Global Financial Crisis on Nigeria’'sEconomy

It was argued that the global financial crisis widive a minimal effect on the country. The champuibthis line

of argument was the then Central Bank of Nigerf&€8N) Governor, Prof. Charles Soludo who argued tha
Nigeria was insulated from the global financial tdeivn. He was quoted in the Vanguard of October2203

as saying “because of Nigeria’s low integratioroittie global economy, it would not suffer adversgact”.
Ariyo (2009) however, argues that the transmisgibthe crisis into Nigeria depended on the openwéshe
country (i.e. its exposure to the international radrket, limited raw materials), the overall qualitf national
economic management and an internally weak econ®hey global financial crisis impacted Nigeria's rBomy

in the following areas:
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a) Decline in oil revenue: Crude oil prices fell froabout US$147 per barrel in July 2008 to as low as
about US$37 early 2009 i.e. 297% fall in a spatsiofmonths, Ariyo (2009)

b) Deterioration in our foreign exchange, which fetirh about N117 to the dollar as at November, 2008
to about N170 as at May, 2009. This caused sevst@rtibns to the national economy.

¢) Falling share prices were also another area tlaghkbbal financial crisis affected Nigeria. However
scholars argued that operational, institutional @glilatory lapses also accelerated the fall irstbek
market. The investors in the capital market lostuatSeven Trillion Naira or about ($842.4 Billioim)
the capital value of shareholdings partly from witwal of margin facilities by Nigerian Banks ahe t
exit of foreign portfolio investors and generalkaxf confidence.

d) Banking crisis — the huge losses on margin loasslted in a liquidity squeeze in the banking indust
Coupled with the new CBN directive on loan disclesy many big banks in the country were affected
with many going bust.

e) Other areas included decline in capital inflowgshe economy, limited foreign trade finances for the
banks etc.

2.4 The Impact of the Global Financial Crisis on Bnue State

It is no doubt that 2008 and 2009 were very diffiggars not only for Benue State but also for ¢bantry in

general. Coupled with the Niger Delta question, iaéon was greatly affected. Benue State recdipta the

statutory account fell drastically with the attentdaegative impact on government planned infrasurat

projects designed to reduce the cost of doing legsim the State. Actual statutory receipts wehg amout 71%
of budgeted receipts in 2008. Factors that conteihincluded decline in receipts from the Fedemav&nment.
With a low internally generated revenue (IGR) degfithere was a significant squeeze on social progr
accelerating the agitation by the indigenes of 8tate for improved service provision resulting tucial

upheavals. IGR represented only 4% of total resaip2008, Oklobia (2010).

Given that Benue State is predominantly a civilvser state, the drastic reduction in its revenusdilgrimpacted
negatively on profit-oriented ventures in the Statany businesses closed shop due to the highofaibing
business and with declines in revenues accruabieetm. From the above it can be deduced that tpadtnof
the crisis on the State was significant.

2.5 The Policy Responses of Governments to the Ghldli-inancial Crisis

The world responded to the crisis with the utmdttrdion. Governments around the world designedtiesl

and responses to mitigate the effects of the coisitheir economies including the Nigerian governiét the

global level, the International Monetary Fund effotowards mitigating the effects of the crisis linled

increased financial support to countries seekingrfcial assistance, reforms of the architecturigsdfnancing-

facilities designed to produce easy access to timel’E resources, financing of infrastructural petgeand other
investments intended to reduce the cost of doirginess and lastly, continued provision of technésaistance
to strengthen public sector capacity to build aficieht and effective public financial managememntoag

others.

African governments used a number of initiativesriitigate the impact of the financial and trade ciso Its
limited resources in relation to the scale of thisi€ impacted on their ability to address the peob Many
governments set up monitoring units to identify #ffects of the crisis and to formulate targetesisiance to
sectors. Other measures included capital and egehaantrols, new regulations in the banking sedtond
financing of public expenditures and expansionapnetary policies. Ariyo (2009) argues that the cese in
Nigeria seemed slightly different from the globed¢rid. Soludo (2009) on his part highlighted theiows
responses by the Federal Government to includetbsidential Steering Committee on Global Econdbrisis
set up January 16, 2009 and the Presidential AdviEeam on capital market set up August 2008 tibdedte
on measures to reverse the declining fortuneseoNigerian Capital market. Other measures inclusieclrities
and Exchange Commission (SEC) releasing guidefindsrules on market makers, strict enforcementigéfia
Stock Exchange (NSE) listing requirements, NSE isterj 19 moribund companies among others. CBN
measures included reduction in MPR from 10.25%.7%%, reduction in cash reserve requirement fromt@%
2%, reduction of liquidity ratio from 40% to 30%gstructuring of margin loans, expanding lendinglitées,
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mopping of liquidity and intervention in some failbanks to boast confidence in the financial systenong
others.

In Benue State, Feese (2009) and Akpa (2009, 2@2ajified the following as the policy responsesyatéd by
the State in mitigating the crisis as including geddiscipline, enhancement of Internally Generd&egenue
(IGR) on all sources of revenue, enhanced meagarairact private sector participation in the Stetrough
fiscal measures with its attendant multiplier effen creation of employment opportunities and biogst
economic activities in the state and consequernilyarce IGR for the State, trimming cost and wastage
government operations, streamlining and controfaséign and local travels, building human capadctyd
productivity, installing prudence in financial maeanent of resources at all levels of governmentiehting
ghost workers and reduction of the wage bill amotigers. Other measures include boosting non-oénmeg
sources by developing the agricultural sector thhosupport to farmers through agricultural inputsl a
extension services.

2.6 Challenges Faced by Businesses as a Resulthef Global Financial Crisis

The global financial crisis has thrown up questifarswhich governments around the world are attémgpto
answer. The most fundamental question is; is tipitadesst system collapsing? Some scholars haveealghbat
the financial crisis has shown that the world ecoitosystem as at today is irrelevant and greatigléguate in
preventing the re-occurrence of crisis of this nitagie. The old post-war international financialtindions are
out of date and need to be rebuilt. Renowned ec@tdmyo (2009) had predicted the dangers inhenemton-
interference in markets and the loose regulatioomafkets and economies. However, the most fundahent
agreement by scholars is that loose monetary paliyinadequate regulation in combination with ffisient
supervision and transparency contributed immentgethis global financial crisis. This crisis cahgtefore, be
seen as providing an opportunity for reforms, whilperhaps the biggest challenge faced by thedwdithe
implementation of the needed reforms is dependenthe quality of political institutions and how gee
democratic practice and culture has permeated engiountry. Building strong institutions translatésrally
into strong regulatory and supervisory institutionisich will be responsible for overseeing financialisiness
and economic affairs of a nation particularly ortabBshing and strengthening mechanism to ensure
transparency, accountability and effective antrgption — the bedrock of any successful nation.

Another challenge faced by African nations inclggdMigeria is the role of parliaments in evolvindeetive and
efficient legislations designed to promote busiaes§hese involves ensuring that government dedigtter
counter-cyclical policies particularly in the fiscand monetary area, develop incentives to keegtiagi jobs
and create new ones to manage the social effedteedfrisis, guarantee the transparency of finamedouts,
improve financial regulations, strengthen intermadil cooperation and help in the design of a bstteicture of
global and regional economic governance. Otherdudiec evolving stringent regulatory framework and
introducing mechanisms that would constrain pditipower of the financial industry among others.

The third challenge involved restoring confidencethie financial markets through regulation that impe
comprehensive. Those who are supposed to be redutapture the regulatory framework. The challeésge

ensure a level playing field to build confidencel @ive opportunity to every prospective businessrasper and
flourish. The target is building markets with sdee@sponsibility i.e. markets that put citizensfir

The fourth challenge is on government evolving ralitive sources of funds in order to build and dmve
infrastructure so that the cost of doing busine#isb& reduced. Businesses cannot compete in tieenational
market if they are not competitive and being coritipet means minimizing operational cost compared to
competitors. Also business development is depermteatailability of funds to finance operationsu8nng the
required funds in the face of banks not extendingdit and loans is a serious challenge for business
development.

The fifth challenge posed as a result of the gldbancial crisis is on government improving pubiad
corporate governance by seriously tackling corouptiEconomics of some nations have failed becatdise o
pervasive corruption thereby stifling business dgwament. Appropriate checks and balances should be
instituted to tame corruption. Zero tolerance farraption should be the top priority of every Afit
government, which can be achieved through strengtgehe regulatory and legal frameworks.

Lastly, besides ensuring corporate governance, rgovents must invest massively in the non-oil and
agricultural sectors of their economy. This is jgaitarly true in Nigeria given that most citizen® anvolved in

43



European Journal of Business and Management www.iiste.org
ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) g
Vol5, No.30, 2013 STE

the agricultural sector; therefore, developing paogs to target this sector will boast non-oil exmord reduce
the disruptions caused by the declines in oil reesn Government must also show commitment to ik
monetary and fiscal policies and develop skilledspenel to supervise the needed reforms and mathege
affairs of the nation.

3.0 Methodology

This section describes the steps and methods nseshducting this research. It describes the insdnts and
tools used for the study. There are two sourcesatd, primary and secondary sources of data cetlefcrr the
study. In the former, the researcher through fldveys collected data in order to satisfy specifisearch
questions while in the latter, data was collectemnf conference papers, journal materials, newspapdr
magazine publications as well as unpublished naserélevant to the study including company finahoéports
of the selected companies under study.

The methodology also defined the population size,sampling procedures employed and statisticahtqaes
used in analysing the data. The population of thdyscomprised different categories of businessmemen
and policy makers in Benue State. They are altegetB3. The sampling procedure, which the resessaised,
was the stratified random sampling technique.

Overall, the researchers distributed 100 questioesnio the subjects out of a population of 133 atargin of
error of 5% with a confidence level of 95%. Outloése, 80 were correctly filled and returned tordsearchers.
Thus, the response rate was 80%.

The sample of 100 was arrived at using this stedistormula to determine the sample size:

N
h =
where:
A = sample size
et = margin of error
N = the finite population size

The data so collected was presented and analy$egl desscriptive and inferential statistical toolfie simple
percentages, test statistics such as the T, F aralugs including a regression model was used.répeession
model is shown using the formula below:

Regression Model
M = A+hC+e 1)
where = Capacity Utilization

C = Cost of Capital

e = error term

A priori expectation: b > 0

The tabular presentation and the analysis thabvisllhereafter were on the basis of the above respmte.
Details become evident as the analysis progresses.

4.0 Analysis and Discussion

As the data of table 4.1 in the Appendix A showsstof the respondents were of the view that th@N1
Billion injected into the textile sector recentlyould not make a significant difference to the gtoveind
development of the Nigerian economy in the facettwf global financial crisis. In fact, 40 respondent
(representing 50%) strongly disagreed that thiskage from the federal government to the sector unde
reference would make substantial influence on trexal economy. Also, the data shows that subjeisisgreed
that the bailout sum would help the system to Brmbias things were at the time. The data of tablg
especially as per question number one responses itz only 5 respondents (representing about 6%ew
strongly of the view that the package would haveraenounced difference on the economy’s growth and
development.
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Importantly, the data of the table also shows &8 of the respondents were optimistic that thesigestial
steering committee would be instrumental in helptogminimize the effect of the crisis on the Nigeri
economy. According to the statement number twalhet 4.1, 55 respondents (or 69%) either agreatrongly
agreed that the steering committee would exerttipesinfluence on the economy i.e. that the conemitivould
produce the desired result by way of strategiziclhiemes to mitigate the global crisis on Nigeriadustrial,
commercial and other sectors’ development. In faaly about 6% of the respondents either disaged
strongly disagreed that the committee would prodheedesired effect. Fifteen (15) respondents ssming
about 19% were neutral or undecided as to the dia@mnthe launch of the presidential steering cottemiwould
make a great difference. Much depends on how retee strategies, schemes and the like formulayethe
committee in question as well as how effective rthmiplementation by the concerned bodies in théonat
economy is.

With respect to the statement number three in tdldlethat the directive by the Central Bank of &tig (CBN)

that all foreign exchange purchases from it be dsedustomers transactions only, most of the redpats felt
that it was a welcome development. Only a negligijtmoportion of the respondents felt otherwise.t@usrs’

transactions to be successful tend to depend emirechases of foreign exchange. If the foreigrnarge is not
relatively easy to obtain by customers, the grooftthe entire economy will eventually be hindered.

Coming to statement number four in the table 4.dstnof the subjects (about 55) felt that the deaidiy the
government to suspend the 5% excise duty on somésgsuch as juices, non-alcoholic drinks and swauld
mitigate the impact on business development in hagé&xcise duties if not judiciously applied caopardize
business growth and development especially in agrgimg economy such as Nigeria. Most of the respoty]
as can be witnessed from the responses to statemettier five in table 4.1 agreed that the way duthe
global crisis was for the government to introdutienglus packages to the major industrial sectorghia
country. About 70 respondents (i.e. 88%) felt th&g was necessary. Stimulus packages are insttsmsead by
governments to support and promote the activitfdsusiness development and economic stability dafhedn
the era of economic or financial depression oligris

Overwhelmingly, the respondents felt that there asirgent need to boost the aggregate purchasivgrgn
the economy. Infact, 70 respondents (representiogita88%) were of the view that increasing the pasing
power of the sectors would produce the much deséasdlts. Only 2 respondents felt there was no fiezeslch.
Also the respondents were of the view that susthare expansionary government expenditure is irapbitto
ensure social stability in order to guarantee itmest and stable polity for business survival anealth
creation. This can be seen on statement 7 of talhldn another vein, by relaxing monetary politgange of the
government, 70% of the subjects believed that lessies would boom and so defeat the negative trends
engendered by the existing global crisis in theneaay. This can be seen to be so according to gponse to
statement number 8 in table 4.1 as shown in therapp. Relaxing monetary policies by way of inténedes
reduction (for example) can be beneficial to bussngnits finding it difficult to survive due to thise in the cost
of capital. In a somewhat similar way, most of tegpondents (see statement number 9 in the tadtethét
expansionary fiscal policies could be instrumemtahelping to mitigate the impact of the globalsision
business enterprises in Nigeria. In fact, 60 redpats (75%) felt that expansionary fiscal policiee needed
to bail businesses out of their plights.

Perhaps most interestingly, the majority of thepoeglents agreed that there was no need for thegoeat to
de-emphasize the liberalization policy. They felttthe policy was not in the best interest oftibsiness sector
of the economy given the present scenario. Oufake8pondents, 70 (representing 88%) felt strotigdy it was
bad to carry the liberalization policy stance tapdince it was detrimental to business developniest but by
no means least, many respondents also agreechéhatitrent global crisis was a challenge to busigeewth
and development in Nigeria. In fact, 50 respondeiiteer agreed or strongly agreed that the crisis avclarion
call on businesses to try not only to survive Hsb&o do so profitably as can be seen to respdossisitement
number 11 in table 4.1 of the appendix. Truly, timancial crisis should not be perceived as an iabor of
businesses but as a test ground for them to exgarformance.
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Table 4.2 Impact of the Global Financial Crisison Net Profits of Selected firms in Makurdi Metropolis.

Quarter Average profits in 2008 (NM) Profit in 2009(NM)  Change in Profits
1° 15.4 14.7 (0.7)
2" 14.6 12.4 (2.2)
3 13.5 12.6 (0.9)
4 12.8 12.7 (0.1)

Source: Field Data.

As the data of table 4.2 above indicate, quartedy profits in Nigeria have been on the declineeesdly

between 2008 and 2009 inclusive. In the first qgrasis can be seen from table 4.2 above, the nfispoopped
from N15.4 to N14.7m giving rise to a drop of NO.i#absolute terms. In relative terms, this wasaamount to
a fall in net profits by about 5%. In the seconcdmer of the same period, the performance of thaniess
organisations was even worse with an absolute rdedf N2.2m (representing 15%) in net profit eagsin
Overall, the trends have been a slow-moving dowdvgaessure on the aggregate net profit earningiagto

these firms.

Table 4.3 Impact of Global Financial Crisis on Capaity Utilization
Company Capacity Utilization Cost of capital
(%) (%)
A 30 20
B 60 40
C 40 20
D 60 30
E 30 10
F 40 10
G 40 20
H 50 20
I 30 20
J 70 30

Source: Data Obtained by the Research from CompaniRecords (Companies preferred to be anonymous)

As the data of table 4.3 above indicate, the awerapacity utilization for the companies (i.e. A ® .... J.)
has been generally low between 2008 and 2009. Wftlaverage capacity utilization of 45%, six compani
failed to attain this average. Three companies AnH | performed worst of all with a capacity atiifion of
30% each. With respect to the cost of capital, awly companies E and F experienced low cost. Eat¢hemn
recorded an average cost of capital of about 10B& Aighest cost of capital was around 40% recohided
company B. The cost of capital has been spirallipgvards ever since the global financial crisis tethr
Business enterprises have not been finding it &meptain the credit facilities.

Table 4.4 The Printout from the MINITAB System Regading the Cost of Capital (c) and Capacity
Utilization (U)

Regression Analysis

U = 18.9 + 1.18C

Predictor Coeff S+D T P
Constant 18.947 8.499 2.23 0.056
Cost of Capital 1.1852 0.3591 3.30 0.011
S=9.901 R =57.6% R52.3%

Analysis of Variance

SOURCES DF SS MS F P
Regression 1 1065.8 1065.8 10.87 0.011
Error 8 784.2 98.0

Total 9 1850.0 1850.0

Source: Computed from Data of Table 4.2 above
As the data from the MINITAB System in table 4.4ab shows the relationship between the cost otalagnd

capacity utilization was positive during the gloffiaancial crisis. In fact, this relationship stoatiabout 0.759
within the period under review. The coefficient ddtermination was 57.6% implying that the cost apital
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“explained” the capacity utilization among the wai$ companies in the area under investigation.08 level
of significance with a degree of freedom of 9, ¢benputed t is greater than the critical value2.823 > 1.833.
Hence, we reject the null hypothesis that the dldlmancial crisis has no significant impact on imess
development in Nigeria. The crisis has a signifieaffect on business development. Going by the ANQMta,
the null hypothesis stands rejected also sincectimaputed F is greater than the critical value &6 Oof
significance.

4.1 Hypothesis Testing:

The null hypotheses formulated as per section feshareby subjected to testing. The Decision Goiteis to
reject the null hypotheses if the computed valuéheftest statistic is greater than the criticab(lated) value,
otherwise accept the null hypothesis.

Ho: The current global financial crisis has no signiicant impact on business development in Nigeria.
From the data of table 4.4 above, the computeduevia 2.23. From the t table, the critical t (withgrees of
freedom, df = 9) is 1.833. This implies that t &t0.10): i.e. 2.23 > 1.833. Hence, we reject thik mypothesis.
We accept the alternative hypothesis. We conclbdé the global crisis has a significant effect arsibess
development in Nigeria.

Ho: The global financial crisis has no positive effémn corporate profitability on indigenous companies in

Makurdi metropolis.

Decision Criterion: This remains the same as abBvem the data of table 4.4 above, we can seeptiudits

have remained negative throughout the four quadkeysars 2008 to 2009. We cannot reject the ngdbkhesis
since all the calculated values are negative. Weecthe null hypothesis and conclude that thaschias no
positive effect on corporate profitability among tindigenous firms in Makurdi town.

Ho: Global financial crisis has no significant effecton the overall productivity of profit-oriented ventures
in Makurdi metropolis.

Since the majority view is that survival dependspoaductivity, we reject the & The two are related in a
significant way.

Ho: Government policy has not significantly impactedon performance of the companies in the era of the
global financial crisis.

From the data of table 4.2 above, we accept the&Gdvernment policy is yet to significantly impast company
performance in the era of global financial crisis.

5.1 Summary of Findings

Against the backdrop of the findings, the followisgmmary of findings is apparently pertinent. Fsit was
observed that the Government’s injection of N100idi into the economy is not enough to jumpstéue t
economy on the path to prosperity. Selected andtes financial assistance to selected industsesounter-
productive in ensuring that the country comes dthis crisis.

Secondly, the launch of the presidential steeriommittee will, if properly organised, help to miig the
influence of the global financial crisis in Nigerigarticularly if correct strategies are formulatedd

implemented with dispatch. Thirdly, the plan to gohdirect and monitor foreign exchange purchasea

welcome development. This finding, like others,vexy critical and crucial, given that foreign exoga is

fundamental to business growth and developmentvidréd over. Furthermore, the finding that some stimn

packages were being contemplated for major indstrnits is rewarding since it will help to baileth
organizations out of their present situation.

Apart from the foregoing, there was a finding te #ffect that both expansionary fiscal and monepaficies
would promote business growth and development soirenwealth creation. Other findings embrace thyentr
need to reduce the tempo of liberalization in ornestabilize the growth of indigenous busines&raises in
Nigeria, the fact that capacity utilization wastfamning in the face of rising cost of capital ahd need to see
the global crisis as a challenge to business grawith development and not to perceive it as a dgiteu
episode.
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5.2 Conclusion

On the basis of the foregoing summary of the resefindings, the following general statements anatosions
can be made. First and foremost, the timely andjaate injections of the needed funds into thecaitsectors
of the Nigerian economy can be instrumental inailing the effect of the global financial crisis bosiness
growth and development.

Also, the launch of the presidential steering cottemito find solutions to the current global finmhcrisis
facing Nigeria is strategically relevant since tmenmittee is believed to have all the acumen ig¢sato deliver
the goods. In the management of foreign exchamgetimely and proper control of foreign exchangecpases
holds a promise to the lasting solution to the peisd issue of scarcity of foreign exchange. Thecadte
availability of foreign exchange is critical to lsss development the world over including Nigeria.

The provision of stimulus packages for the indastrinits can be instrumental in helping to bail de

industries from the frequent cases of businesar&sl Also using both fiscal and monetary poliégrethe right
direction has the potential of accelerating busireewth and development. Likewise, the cautionelipment
and implementation of the government’s liberali@atpolicy has the potential to encourage indigerusiness
development and the development of local contedtcapacity utilization — a precondition for induslization

and wealth creation of any nation.

5.3 Recommendations

In tune with the conclusions or generalizationségtion 5.1 and 5.2 above, the following suggestimay be
seen to be advisable. Firstly, government shoutgprucrastinate on the issue of providing adeqfiatds to the
critical business units or sectors in the Nigemgonomy. A holistic stimulus package should be giesd to

address the challenges in all the sectors of tb@ay to ensure that all sectors are covered. &klat the
above, the presidential steering committee shootdeave any stone unturned in the formulation execution

of business schemes and strategies with dispatoddaat mitigating the adverse influence of the gldimancial

crisis on the Nigerian economy. Thirdly, governmshould develop expansionary fiscal and monetafizyo
packages to expeditiously bail the economy ouhefglobal crisis.

Other measures recommended include strengtheningetfulatory and financial institutions to builddamain
confidence in the financial system. This is an intgat instrument to build the necessary trust anghistem to
attract foreign direct investment into the countkyberalization policy should ensure that local inesses
benefit the more in order to guarantee the distidnuand redistribution of wealth within the systéhereby
boasting the purchasing power in the system. Atseegiment should ensure the diversification ofrégenue
base to reduce the shock and difficulties expeadnghen there is drastic reduction in the recdipis crude
oil sale in the international market. Lastly, foauld also be on developing the non-oil and agtical sector
in Nigeria.
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Appendix A
Table 4.1: Respondents opinion regarding governmenpolicies aimed at mitigating the impact of
the global financial crisis on Business Developmeirt Benue State.
Key:
SA = Strongly Agree
A = Agree
N = Neutral
D = Disagree
SD = Strongly Disagree
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Statement Degree of Response
SA A N D SD | Total
1. Government decision to inject N100 Billion into ttextile | 5 10 |5 20 |40 |80
sector will mitigate the influence of the globahdicial
crisis in Nigeria.
25 30 |15 |5 5 80
2. The launch of the Presidential Steering Committeeth®
Global Crisis in January 2009 will produce a desiresult. 30 35 |5 6 4 80
3. The directive by the CBN that all foreign excharjge
purchases from it be used for customers’ transastanly | 55 30 |0 14 |11 |80
is a welcome development.
4. The decision by Government to suspend 5% excisg a@ut go 10 |2 7 1 80
some goods (such as juices) non-alcoholic drink# |wi
mitigate the effects of the global crisis on exmmnpanies,
70 5 0 3 2 80
5. The way out of the woods is for Government to idtrce
stimulus packages to major industrial sectors i |th
economy 65 10 |5 0 0 80
6. There is a need to boost the aggregate purchasiwgrgn 50 20 |1 5 4 80
the national economy
60 10 |2 4 4 80
7. Sustained and expanded government social expeadgur
warranted. 70 5 1 3 1 30
8. Relaxing Monetary Policy Stance by reducing bankis 30 |6 14 |10 |80
interest rates is necessary to encourage businesshg
9. Expansionary fiscal policy can be instrumental |in
employment generation.
10. Liberalization policy stance should not be carried far as
to be detrimental to Nigeria’s business growth.
11. Global financial crisis is a challenge to busingss
development in Nigeria

Source: Field Data
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