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ABSTRACT

Despite abundant energy sources in Nigeria, three major strategic challenges
militate against its efficiency. The aftermath of this inefficiency is health risk,
increasing energy prices, low socioeconomic status of the population, increased
National debt burden, and rising inflation and massive unemployment. This
study is set out to consider an apt remediation for this state of affairs. Using
random sampling, households are surveyed in six states of Nigeria and Abuja
Federal Capital Territory across the six geopolitical zones. Electricity tariffs,
Energy gaps between the high and low income earners, energy spending needs
and incomes against a fixed threshold were investigated. A comparison from
the income earned shows that above 10 percent of income earned are spent on
energy; that both the high and low income earners are energy poor, but the low
are more severely hit. The results show that the energy poverty from high
energy cost and inefficiency fuels income inequality.

Keywords: Energy Poverty, Energy Efficiency, Energy Security

INTRODUCTION

Nigeria, a country with vast oil and gas reserve, abundant sunlight and significant hydropower
potential is worst hit in the paradox of Energy poverty and incessant energy price hike and
energy insecurity. Energy poverty appears to be one of the most striking with per capita
electricity consumption falling below 150kwh ,Simire,[15] This situation is causing untold
widespread poverty among the about 175 million inhabitants, for decade’s hence economic
bleakness. In the energy ladder, a great number of Nigerians are climbing down the energy
ladder - moving from electricity, gas and kerosene to fuel wood and other traditional biomass
energy forms. A sizable number of about 112 million people can be said to depend solely on
wood as a source of fuel for cooking thus contributing to the buildup of greenhouse gases
(GHGs) that cause climate change.

This paper conceptually defines energy poverty in Nigeria to mean a condition characterised
by poor quantity and quality of energy services, in terms of accessibility, affordability,
sustainability. It focuses on the amount of personal monthly income committed towards
energy consumption. It includes payment for fuels (for driving cars and powering generating
sets and other heating regimes) .Under this condition, one is said to be energy poor when
more than 10% of his monthly income is used for satisfying energy regimes and when there is
no sustainable, modern, affordable and reliable energy services. It also holds that firewood as a
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source of energy is not only for rural areas, but it is also the energy of choice for the semi
urban and urban poor who could not afford modern, clean energy services.

Energy poverty has been a persistent problem for almost every Nigerian with no end to high
energy prices in sight. This is because, a household is said to be in fuel poverty if it needs to
spend more than 10% of its income on fuel to maintain a satisfactory heating regimes. Fuel
poverty is largely down to three factors- income, energy prices and energy efficiency
U.K.parliament ,[13]. Higher fuel prices have led to the doubling of fuel poverty in Nigeria.
There are expectations of higher increases, if not cut in the bud. Government actions through
energy efficiency policy are the smart way to cut “energy hurricane” in the bud.

Therefore, the only cushion to reduce energy bills and fuel poverty is a policy towards energy
efficiency. Prices of fuels, gas and electricity have increased for most of the last decade in
Nigeria with little prospects and hope of sustained reversal in these trends. The many reasons
for these increases in prices and fuel poverty is the declining output in fuel refining or the
death of the Nigeria refineries, sabotage and the system of neo- liberal capitalism that
encourages the ruling cabals to import fuel into the country in order to make profits. Since rise
in energy price have impacts on the citizens, industry, economic growth and inflation,
therefore, it would cause fuel poverty and add to economic uncertainty. The last (2012)
subsidy schemes lead producers to sell crude overseas rather than to local refineries and
therefore add to increasing volumes of refined products imports. The cost of energy is blamed
for the collapse of textiles and auto manufacturing industries in Nigeria (Shaad and
Wilson,[14]. The level and cost of fuel utilization and energy price rise in an economy are
directly indicative of the level of development of the economy. In order to ensure optimal,
adequate and reliable and secure supply of fuel that can bring down energy prices, therefore, it
is pertinent to put in place a coordinated, coherent and comprehensive fuel and energy policy
for the country.

This paper measures the depth of energy poverty in Nigeria, and proposes way forward to
checking the paradox of energy poverty in the midst of abundant energy resources.

THE PROBLEM

Despite abundant energy sources in Nigeria, three major strategic challenges militate against
its efficiency. These comprise the disruptions to its supply, environmental damage during
production and usage, and persistent energy poverty. The aftermath of this inefficiency in
energy exploitation is health risk, increasing energy prices, low socioeconomic status of the
population, increased National debt burden, with attendant rising inflation and massive
unemployment. Equally, persistent shutdown in power generation sources, high cost of energy
distribution and bad debt loss from ineffectual collection procedures are aftereffects of this
ineptitude

It was in the light of the foregoing issues that the present study was designed towards
investigating and clarifying the impacts, causes and problems of energy poverty on the
economy of Nigeria. It is poised to unravel why Nigeria as a nation with abundant fuel and
energy resources is still wallowing in energy poverty, caused by excessive energy price hike
which may add to poverty, inflation and economic uncertainty.

The paper is divided into four sections. After the introduction, Part two discuses theoretical
underpinnings of Energy price in Nigeria, part three talks about fuel poverty which is caused
directly or indirectly as a result of energy price hikes. Method of analysis and discussion of
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results from primary data to ascertain the true position of energy poverty is carried out in
section five. Part six houses the policy recommendation and conclusion for the study.

THEORETICAL UNDERPINNINGS OF ENERGY PRICING
A lot of theories by different schools of thought have been propounded on the different
approaches to energy pricing among the few ones are;

The Market Based Approach.

This approach also known as the world parity, border price or opportunity cost approach is
anchored on the traditional economic principles of demand and supply. Odoko etal [10] sees
price of petroleum to be determined thus;

Pp =f( pw + CR + Tc +Dc +0c)
Where
pp = pump price of petroleum product
Pw = world price of crude oil at international markets
Cr = Cost of refining fuel
Tc = Transportation cost
Dc = Distribution cost
Oc = other cost in the course of production (taxes etc)

The underlying principle of this approach is synonymous to market demand and supply
interplay like any other normal economic commodity in an imperfect condition. According to
Odoko et al. [10], in the case of an oil producing country, pricing using this approach is based
on the principle of opportunity cost which is the world price already determined by forces of
demand and supply. That domestic price will be the border price, less freight and other relative
charges. This approach eliminates the arbitrage opportunities engendered by lower domestic
prices, vis- a vis international prices ,0doko et al [10]. Smuggling of fuel due to lower domestic
prices as a result of subsidy could also constrain domestic supply in the long run and cause
resource misallocation or inefficiency in use.

The Exhaustible Resource Theory

This school of thought championed by Hotelling (1931) in his works argues the need to price
oil and other fossil resources so that the temporariness of this existence will come to bear. This
school holds that price becomes a user cost, or depletion charge to show for exhaustion of
resources which access is denied of the future generation.

Capital Replacement Approach.

The capital replacement school of thought advocates the need for petroleum products pricing
bearing in mind the cost of production and refining. This approach argues that petroleum
products should be priced in such a way that all the costs of production are recovered. This
theory is critiqued in that petroleum pricing are not mutually exclusive. According to Odoko et
al [10] it is possible for equilibrium price in the market based approach to be consistent with
that of capital replacement approach if prices reflect the true market cost and there are no
divergences between international and domestic prices.

A blend of all the petroleum pricing approaches will be more acceptable in Nigeria. However, a
pricing policy that seeks to equalize domestic and international prices which does not consider
the capacity of consumers to pay and does not provide variety of social benefits that can
compensate for the effects of high prices is unhealthy to the economy.
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The argument that supports petroleum pricing that considers capacity of consumers to pay
interest of future generation, guarantees the highest social revenue, that does not make asset
too cheap and avoid wasteful consumption is more acceptable. In this case pricing (based on
cost of production) margin accruing to government should be made to decline so that
consumers will at least enjoy some leverage given that the resources are tapped from Nigeria
and not alien.

ENERGY PRICE RISE IN NIGERIA.

The pricing of petroleum products and energy has always evolved passion and controversy in
the nation’s body polity (Odoko et al [10] . The pricing of fuel transcends to energy such as
electricity, since electricity are powered through fuels (gas, Petroleum, coal etc). The dragging
debate on this issue has been centered on the question of whether the pump price of fuel
should reflect the full cost of production. However, other contending arguments are that
subsidy on petroleum products are a burden on government as it will impede development.
Another argument is that appropriate pricing of petroleum products without subsidy will
enhance adequate supply and distribution and this will generate available savings for
government for infrastructural development. Most passionate is the argument that given the
critical role of oil in the Nigerian economy, pricing domestically -consumed crude at export
parity is insensitive to the plight of Nigerians, majority of whom live below the poverty line and
the wide wage differentials between industrial and developing countries and differentials in
exchange rate. Electricity bills are consistently reviewed upwards even with the incessant
power outages. This trend, which would have been revised, is due to unavailability of gas
supply to power thermal turbines.

The cost of petroleum products in Nigeria which makes up the actual cost of product is
determined by the summation of all relevant cost components which include crude oil
exploration, field development, production, refining, distribution and marketing. The current
pump price of petroleum in Nigeria (as at 2012) is N97.00/litre. This price which is established
by regulation is inclusive of subsidy. With the removal of subsidy by the federal government
which according to SUPA (2010) can be determine as actual cost of petrol sales price therefore
fuel price has gone very high and this has invariably affected the economy and caused energy
poverty.

For imported fuel as in the case of Nigeria (which export crude and import refined petroleum
products due to none functioning of refineries) there is usually unnecessary additional cost in
the form of cost of transportation from the source country to Nigeria, changes such as port
charges, taxes and export duties at source country, cost of insurance and transportation of
products, cost associated with international crude oil sales, cost of brokerage for agents.

Energy Poverty in Nigeria

The trend in prices of fuel be it black market or legal pump prices have led to energy poverty
doubling in Nigeria. As seen by the further increases by the removal of fuel subsidy by
government in 2011. Massive increase in money from consumers pocket to pay for fuels is
sucking the life out of the economy. With this increasing rise in energy prices caused by
inefficient fuel supply, it shows why our economy is not doing well of late, even when we have
abundant energy resources and oil; we still import fuel to supplement the demand.

Road fuels, cost of powering electricity generators have been more volatile for decades and the
long term trend has been consistently upwards. Premium motor spirit (PMS) or petrol is the
most widely demanded and utilized petroleum product in Nigeria.
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Advances in Social Sciences Research Journal (ASSR]) Vol.1, Issue 4, July - 2014

Wood fuel which is most common fuel in rural areas is getting more expensive as it takes much
time to gather and contributes to deforestation. Cooking can be said to be a major energy need
in Nigeria, because it involves both the rich in urban cities and the poor in rural villages.

For the middle class of the rural and urban, kerosene used for cooking is in high demand and
expensive, most times in short supply as consumers queue in long lines on end without getting
any. While cost of gas for cooking and driving of electricity turbines which in ordinary sense
would have been considerable as option is made high due to flaring and inadequate supply for
domestic consumption. According to Hammond et al, (2007), Nigeria’s poorest household earn
$1-2 USD per day, but they spend on average 0.40 USD per day on their energy needs.

In Nigeria, households and businesses spend well over 10% of their income in just trying to
meet up with energy demand; be it cooking, road fuels electricity etc. Energy prices have been
proportionately higher for industries and have direct impact on costs and competitiveness,
especially for transport companies and energy intensive industries (www.parliement .uk,
2011). Every economy, both developed and emerging depends solely on energy for
effectiveness. The tariff by communication companies, cost of transportation, Electricity to
light up buildings and almost the cost of all economic activities have gone very high due to
direct or indirect impact of cost of fuels to power economic activities.

According to business monitor international[2], to check this ugly trend of fuel poverty, NNPC
has signed contracts to swap crude for products under yearly contracts with Trafigura an oil
trading company, and Cote d’voire’s national refiner SIR.

According to Odoko etal in CBN (2003), some of the causes of fuel poverty as a result of
shortages and price hikes are inadequate capacity of ports, pipelines and depots, frequent
strikes by tanker drivers at the slightest provocation, corruption and recent militancy and
kidnapping in the Niger Delta.

According to United Nations estimates, if nothing is done by 2030, 900 million people will not
have access to electricity, 3 billion people will still cook with traditional fuels, and 30 million
people will have died due to smoke-related diseases and many hundreds of millions would be
confined to poverty due to lack of energy access (Practical Action 2012, Eleri et-al,[4] .

However, some countries have made significant successes in tackling energy poverty some of
these countries include; China which connected 500 million people in rural areas since 1990
whilst Vietnam has increased coverage from 5% to 98% in 35 years (Energy Poverty guide,
October 2011) . Cambodia, Mali and Madagascar have made significant progress by providing
support to the private sector from their rural electrification funds. In Bangladesh and Nepal,
local operatives owned by consumers are developed to run electricity services.

South Africa which had only one-third of the population at the end of Apartheid in 1994
connected to the electricity grid was doubled ten years late.

Right from 1973, Nigeria has operated a policy of uniform petroleum prices ,0doko et al [10]
where the same price is paid for petroleum products irrespective of location. The Nigerian
government over the years has dominated the domestic energy scene by exerting influence in
the area of petroleum product pricing. Petroleum prices are fixed by government (either low or
high) based on certain prevailing economic situations.

vl
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Table. 1 Comparison of Fuel Price and wage differentials by countries 2011

Country Fuel pump | Country Inflation Per Capita GDP | Population

price (Naira) Minimum wages | (%) (US'S)

Averages (N/
dollar)

USA (N120) (N277,092) 3 48,100 313,232,044
RUSSIA 9.50 15,612 142,517,670
NIGERIA (N65)N95-130 | (N18,000) 10.8 2,600 170,123,740
SAUDI ARABIA (N25.12 (N140,694) 5 24,400 26,131,703
UAE N78.18 2.5 49,600 5,148,664
ANGOLA 14.3 8,200 13,338,541
LIBYA N26.69 23,813 6.1 13,846 6,597,960
EGYPT (N 78) 13.3 6,200 83,688,164
QATAR N34.54 101,250 2.8 179,000 848,016

N63.55 55,957 4 7,300 34,994,937
ALGERIA
KUWAITE N34.54 N161,461 5.6 48,900 2,595,628
VENEZUALA N3.61 N95,639 27.6 12,400 28,047,938
IRAN N102.05 86,585 22,5 12,200 78,868,711
IRAQ N59.66 N25,813 6.0 3,900 31,129,225
UK N334.41 N295,644 4.5 35,900 63,047,162

Source: CIA World Factbook 2012 U.S. Census Bureau, International Database, Wikipedia 2011, IMF 2010, 2000~
2011 Pearson Education, publishing(Note: population is taken mid 2011)

Government fixed prices putting subsidy in during the first era considering the relative
influence and stability in exchange rates, which puts Nigeria to compete fairly well with other
oil producing countries. But the subsequent prices are fixed with considerations with the
prevailing economic realities by opting to remove subsidies in order to check and eliminate
Cross-border smuggling of petroleum products and promote efficiency and encourage
government saving for infrastructural development.

Table .2 Trend in petroleum (energy) pump price in Nigeria. 1966-2012

S/N | Year Pump Price of Perol/Litre % Increase in Price
1 Jan 1966— Sept 1978 | 8(4/5) Kobo Nil

2 Oct 1, 1978 15(1/2) Kobo 73.86%
3 April 20, 1982 20 Kobo 31%

4 March 31, 1986 39(1/2) Kobo 97.5%
5 April 10, 1989 42 Kobo 6%

6 Jan 1, 1989 42Kobo (Commercial) & 60Kobo (Private) 43%

7 Dec 19, 1989 60 Kobo For all 43%

8 March 6, 1991 70 Kobo 16.6%
9 Nov 8, 1993 N5 614%
10 Nov 22, 1993 N3.25

11 Oct 2, 1994 N15 361.5%
12 Oct 4, 1994 N11

13 Dec 20, 1998 N25 127%
14 Jan 6, 1999 N20

15 June 1, 2000 N30 50%

16 June 8, 2000 N25
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17 | June 13, 2000 N22

18 | Jan 1, 2002 N26 18.2%
19 | Junel, 2003 N40 53.85%
20 | June9, 2003 N34 -17.54%
21 | Oct1, 2003 N39.90 17.35%
22 | Dec. 2003 N40.50 1.5%
23 | May 29, 2004 N49.00 20.98%
24 | Jan 1, 2005 N51.00 4.08%
25 | Aug 26, 2005 N65.00 27.45%
26 | May 29, 2007 N75.00 30.05%
27 | 2008 N65.00

28 | 2011 N97.00

Source: Gani Fawehinmi (2003) “Increases in petrol pump price in Nigeria: 1966-2005 as citied by Abifarin (2003:16)
“Merchant of Venom” This Week Magazine. Vol.19, No.3, Akinyele (2011)

Oil Production and Refining in Nigeria

Nigeria had estimated 37.2billion barrels of proven oil reserves as of January, 2011 OG]J, [11].
While EIA [17] estimates Nigeria’s nameplate oil production capacity to have been close to
2.9million barrels per day (bbl/d)at the end of 2010. In 2010, total oil production in Nigeria
was slightly over 2.46 million bbl/d making Nigeria the largest oil producer in Africa. Crude
production was boosted to 2.17 million bbl/d for the month of July, 2011 due to offshore and
restart of some of some shut in onshore production.

Nigeria total oil export stands at approximately, 2.2 million bbl/d in 2010 and 1.8 million bbl/d
of crude oil. Over 980,000bbl/d of crude oil and slightly over 1 million bbl/d of total oil and
products is exported to the United States, making Nigeria the 4t largest foreign oil supplier to
US in 2010 EIA,[17]. Even with the large volume of light, sweet quality crude produced in
Nigeria, much of its domestic fuel is imported and this can be a factor for fuel poverty and
energy price rise. For example, approximately 280,000 bbl/d of oil was consumed in Nigeria in
2010 and all of this was imported.

In Nigeria, local refineries before now (when functional) receive crude oil produced by
companies from their oil mining lease through pipelines from the oil terminals. This crude oil is
then refined and sent to retail filling stations through road tankers which get fuel by NNPC or
other fuel depots. Due to the non-functioning of Nigerian refineries for some time, imported
petroleum products are evacuated from ocean-going tankers. This tankers feed the NNPC and
other local depots with petroleum product for onward supply to the fuel stations for
consumption. There are four refineries in Nigeria with a total capacity of 500,000bbl/d. These
are;

The Port Harcourt Refinery I; was commissioned in 1965 with an initial installed capacity of
35,000bbl/d and further expanded to 60,000bbl/d. The second refinery is the Warri Refinery
commissioned in 1978 with an initial refining capacity of 100,000bbl/d and later upgraded in
1986 to 125,000bbl/d. the third refinery is Kaduna Refinery, commissioned in 1980 with a
refining capacity of 100,000bbl/d and later upgraded to 110,000 bbl/d in 1986. The most
recent was the Port Harcourt II, commissioned in 1989 with 150,000bbl/d installed capacity.

There has been a declining trend in production of petroleum products from the local refineries
for as low as 0 and 30 percent capacity. This trend had led to the importing 85 percent of its
fuel need, EIA, [17]. Some of the attributed constraints on this refineries are plant equipment
failures, management problems etc.
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Impact on the Nigeria Economy

In the international scene, according to International Energy Outlook IEA [17], oil prices rose
in 2011 as a result of growing demand associated with signs of economic recovery and a lack of
sufficient supply response. The hike in oil prices at the end of 2010 - 2011 was mainly due to
social and political unrest in several Middle Eastern and African economies. That oil prices
increased from $82 per barrel at the end of November 2010 to more than $112 per barrel in
day trading on April, 2011. IEO 2011 reference case also predicts that price of light sweet
crude oil in the United States to continue increasing in the long term reaching $108 per barrel
in 2020 and $125 per barrel in 3035. All these are cases of substantial uncertainty.

METHODOLOGY

The study was based on three hundred respondents drawn from the different income strata
within six States and Abuja Federal Capital Territory (the states include Cross River-South
South;, Enugu-South Eastern; Lagos- South-western; Benue and Abuja FCT -North Central;
Kaduna- North Western; Borno-North Eastern) across the six geopolitical zones. Initially Four
hundred and Fifty five copies of the questionnaire were sent out. Sixty five (65 per state and
FCT) copies of questionnaires were administered randomly on various respondents both self-
employed and salary earners such as, Politicians, Business men and women and the Local
villagers of low income in each state. Out of the four hundred and fifty five (455) copies of
questionnaires mailed out to the states only three hundred (300copies) were properly
completed and returned from the whole respondents. The study was eventually based on three
hundred respondents. This number represents the sample size in this study.

The questionnaire was designed in such a manner as to solicit responses in the following areas.

Causes (or reasons) for fuel poverty.

Identification of the problems (or Impact) of fuel poverty on the citizens;

The various ways through which fuel poverty is perpetrated;

Evaluation of the possible consequences of fuel poverty on the citizenry and economy in
general.

o O O O

ANALYSIS, FINDINGS AND DISCUSSIONS

Data collected were analysed using percentages, the arithmetic mean and standard deviation.
TheStandard deviation enables us to determine with a great deal of accuracy where the values
of a frequency distributions are located in relation to the mean. The standard deviation and the
mean of normal population density function help us to determine probabilities of events. As
the sample size is sufficiently large (greater than 30) the central limit theorem was applied.
According to the Central Limit theorem, even if the population is not normally distributed as
the sample size increases, distribution of sample means approaches normality. Thus the
application of this theorem enabled us to use the sample size in this study to draw inferences
about the population of study without knowing much of the population other than what we got
from the sample.

Table 3. Analysis of (monthly) Income level and employment Strata

S/No. | Particulars No. of Samples that Mean X-M (X-M)2 Percentage(%)
identified it (X) (M)
Employment levels
1. Grade level 1-6 64 66.67 -2.67 7.13 21.33
2. Grade level 7-12 60 66.67 -6.67 44.49 20
3. Grade level 12-|76 66.67 9.33 87.05 25.33
above
4, Employment type 200 66.67 133.33 | 17776.89 | 66.66

URL: http://dx.doi.org/10.14738/assrj.14.179 8
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5. Paid employment 36 66.67 -30.67 | 940.65 12
6. Self employed 30 66.67 -36.67 | 1344.69 | 10
7. Politician 34 66.67 -32.67 | 1067.33 | 11.33
Farmer
8. Monthly  Income | 52 66.67 14.67 | 215.21 11.33
9. Level 71 66.67 4.33 18.75 23.66
10. N18,000-N30,000 65 66.67 -1.67 2.79 21.66
11. N31,000- N75,000 | 82 66.67 15.55 | 241.80 27.33
12 N76,00-N120,000 30 66.67 -36.67 | 940.65 10
N121,000-N200,00
N201,000 -Above
800 22687.42

Source : Field Survey November 2012

Variance (s?) = ) (X-M)?
n-1

= 22687.42 =2062.49
11

Standard deviation (s) = V2062.49 =45.41

From the Central Limit Theorem: Z = X-M this is exactly standardized when n= 30
s

when X=300 s= 45.41 and mean (m) = 66.67

then Z=300-66.67 = 5.14
45.41

Pr (X = 5.14) =1-Pr(Z <5.14)
=1-(0.5000 + 0.4207)
= 0.5000-
=0.0793

Based on the above computations the mean (M) = 66.67 the standard deviation (s) = 45.41 and

the distribution = 0.0793. These data show that there is 0.0793 probability that the mean will
lie outside the standard deviation. This implies that there is about 92% probability that all the
variables mentioned as ways through which income is generated are correct. Since the
probability of its correctness is by far greater than its non-acceptance, it is concluded that
these are the various ways through which citizens make their income for a living. Also as
shown in table 3 income is earned through four major means. These are paid employment, Self
employment, Politics and Farming.

Table 4. Analysis of Energy Prices and monthly fuel Expenditure by households.

Sr. | Particulars No. of Samples that | Mean X-M (X-M)? Percent
identified it (X) (M) (%)
Car ownership and maintenance
1. | one motor bike 42 83.33 -41.33 | 1708.17 14
2. | onecar 198 83.33 114.67 | 13149.21 66
3. | Twocars 40 83.33 -43.33 | 1873.49 13
4. | Above Two cars 20 83.33 -63.33 | 4010.69 6
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fuel Expenditure on Cars/month 19 64.33 4138.35 6
5. | <N5,000 201 83.33 117.67 | 13846.23 67
6. | N10,000 - N20,000 52 83.33 -31.33 | 981.57 17
7. | N30,000-N40,000 28 83.33 -55.33 | 3061.41 9
8. | N50,000-N70,000 83.33

fuel Expenditure on Gen./month 30 53.33 2844.09 10
9. | <N5,000 212 83.33 128.33 | 16468.59 70
10 | N5,000-N15,000 38 83.33 45.33 2054.81 13
11 | N16,000- N30,000 20 83.33 63.33 4010.69 6
12 | N31,000 and Above 83.33

Expenditure on cooking fuel /month | 83 -0.33 0.109 28
13 | <N3,000 207 83.33 123.67 | 15294.27 69
14 | N5,000- N10,000 10 83.33 73.33 5377.29 3
15 | N11- N25,000 83.33

Electricity bills/ Month 56 -27.33 | 746.93 18
16 | <N2,000 232 83.33 148.67 | 22102.77 77
17 | N3,000-N10,000 12 83.33 71.33 5087.97 4
18 | N10,00 0 above 83.33

1500 116756.63

Source : Field Survey November 2012

Variance (s?) = ), (X-M)?
n-1

=116756.63 = 6868.04
17

Standard deviation (s) = V6868.04 = 82.87

From the Central Limit Theorem: Z = X-M this is exactly standardized when n= 30
S
when X =300 s= 82.87 and mean (m) = 83.33

then Z=300-83.33 = 2.61
82.8

Pr(X=>2.61) =1-Pr(Z<2.61)
= 1-(0.5000 + 0.4955)
= 0.5000-0.4955
= 0.0045

Based on the above computation, the result shows that there is 0.0582 probability that the
mean will lie outside the standard deviation. In other words, it means that there is about 99%
probability that all the variables listed such as the number of car ownership, amount of fuel
expenditures made on cars, powering electric generators and payment of electricity bills are
correct. For the fact that the probability of its correctness is by far greater than its non-
acceptance; it is concluded that these are ways by which energy is used and the expenditure
trend by households. The Table also reveals that the numbers of people who own and maintain
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at least one car are higher and that expenditure on fuel to drive cars and power generator sets
as well as payment for electricity bills per month is above N10, 000 per individual. These can
be deduced from the variables identified by over 65% responses in the study.

fig.1 Monthly fuel expenditureon on cars (%)
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Table 5. Analysis of the extent of comfortability and acceptance of energy poverty in Nigeria

Particulars No. of Samples that | Mean X-M (X-M)? Percentage
identified it (X) (M) (%)
Acceptance
1 Not comfortable with 290 81.82 208.18 | 43338.91 97
fuel/energy prices
2 comfortable with the fuel and 10 81.82 -71.82 | 5158.11 3

energy prices

% of monthly income spent on
all fuels( domestic and cars)

3 spend <5% of my income on 12 81.82 -69.82 | 4874.83 4

4 | fuels 10 81.82 -71.82 | 5158.11 3
spend at least 10%0of my

5 monthly income on energy 263 81.82 181.18 | 32826.19 88

6 | spend 15% to 20% 15 81.82 -66.82 | 4464.91 5

spend 21% and above

extent of energy poverty rate 276 81.82 194.18 | 37705.87 92
7 | very high 12 81.82 -69.82 | 4874.83 4
8 high 10 81.82 -71.82 | 5158.11 3
9 moderate 2 81.82 -79.82 | 6371.23 0.6
10 | low 0 81.82 -81.82 | 6694.51 0

11 | notin existence

900 156625.61

Source : Field Survey November 2012

Variance (s?) = ) (X-M)?
n-1

=156625.61 =15662.56
10

Standard deviation (s) =V 15662.56= 125.15

From the Central Limit Theorem: Z = X-M this is exactly standardized when n= 30
S
when X=300 s= 125.15 and mean (m) = 81.82

then Z=300-81.82 = 1.74
125.15

Pr(X=>1.74) =1-Pr(Z<1.74)
= 1-(0.5000 + 0.4591)
= 0.5000-0.4591
= 0.0409

This result shows that there is 0.0409 probability that the mean will lie outside the standard

deviation. In other words, it means that there is about 95% probability that all the variables
listed to show the degree of fuel poverty are correct. For the fact that the probability of its
correctness is by far greater than its non-acceptance; it is concluded that these are the extent
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or degree of acceptance and percentage of monthly income spent on energy. The table also
reveals that citizens are not comfortable with the amount of expenditure on energy per month
as it is taking a large chunk of their income leaving them poor. Responses from the study show
that as high as above 15% to 30% of monthly income is spent on energy and this keeps the
citizens uncomfortable. The variables to affirm these facts were identified by over 90%
responses in the study.

fig. 4 monthly income spent on all fuels (%)
100
90
80
70
60
>0 B Seriesl
40
30
20
10
0
<5% At least 10% 15-20% 21% and above
fig. 5 extent of energy poverty rate (%)
100
90
80
70
60
>0 B Seriesl
40
30
20
10
0 I @ =
very high high moderate low not in existence

Copyright © Society for Science and Education, United Kingdom 13



Obafemi, F. N. & Ifere, E. O. (2014). Incidence of Energy Poverty in Nigeria: A critical assessment. Advances in Social Sciences Research Journal, 1(4),

1-18.
Table 6. Analysis of the causes of energy poverty in Nigeria
S/No. | Particulars No. of Samples that Mean X-M (X-M)? Percentage
identified it (X) (M) (%)

1. Corruption 230 148.05 81.95 6715.80 77
2. Military rule 100 148.05 -48.05 | 2308.80 33
3. Frequent tanker drivers strike 163 148.05 14.95 223.50 54
4, Distribution bottlenecks 104 148.05 -44.05 | 1940.40 35
5. Vandalisation of pipelines 129 148.05 -19.05 | 362.90 45
6. Multinationals 60 148.05 -88.05 | 7752.80 20
7. Insecurity 30 148.05 | -118.05 | 13935.80 10
8. Short supply of product 280 148.05 131.95 | 17410.80 93
9. Non- functional refineries 276 148.05 127.95 | 16371.20 92
10. Gas flaring 231 148.05 82.95 | 6880.70 77
11. Poor infrastructure 279 148.05 130.95 | 17147.90 93
12 Bad road net work 112 148.05 -36.05 | 1299.60 37
13 Non passage of PIB bill 109 148.05 -39.05 | 8658.30 36
14 International conspiracy 60 148.05 -88.05 | 7752.80 20
15 Bunkery 68 148.05 -80.05 | 6408.00 23
16 Cross boarder Smuggling of 169 148.05 20.95 | 438.90 56

petroleum products
17 Declining trend in production 100 148.05 -48.05 | 2308.80 33

of fuel
18 High cost of production 165 148.05 16.95 287.30 55

2665 118204.3
Source : Field Survey November 2012
Variance (s?) = ) (X-M)?
n-1
=118204.3 =6953.19
17
Standard deviation (s) = v 6953.19= 83.39
From the Central Limit Theorem: Z = X-M this is exactly standardized when n= 30

S

when X=300 s= 83.39 and mean (m) = 148.05

then Z =300- 148.05

83.39

= 1.82

Pr(X>1.82) =1-Pr(Z<1.82)
= 1-(0.5000 + 0.4656)
= 0.5000- 0.4656

=0.0344

From the above computations the mean (M) = 148.05 the standard deviation (s) is 83.38 and
the distribution = 0.0344 This shows that there is 0.0344 probability that the mean will lie
outside the standard deviation. In other words, it means that there is about 96% probability
that all the variables listed as causes of energy poverty in Nigeria are correct. Since the
probability of its correctness is by far greater than its non-acceptance we can conclude that
these reasons are actually the causes of energy poverty. As could also be observed in the table,
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there are five major causes of energy poverty in Nigeria. These are corruption 77%, short
supply of products 93%, non functional refineries 92%, and gas flaring 77%, poor
infrastructure 93%. All of these causes have a percentage of 75% and above.

fig 6. causes of energy poverty in Nigeria (%)
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Table 7. Analysis of economic and social Consequencies of high energy cost on Nigerians

S/No. | Particulars No. of Samples | Mean X-M (X-M)? Percen
that identified | (M) tage(%
it (X) )

1. Low real income 284 235.89 48.11 2314.57 95

2. High poverty level 200 235.89 -35.89 1288.09 67

3. High cost of economic | 245 235.89 9.14 83.54 82

activities

4. Economic uncertainty 290 235.89 54.11 2927.89 97

5. incessant power outages 276 235.89 40.11 1608.81 92

6. energy inefficiency 234 235.89 -1.89 3.57 78

7. collapse of industries 291 235.89 55.11 3037.11 97

8. inflationary pressure 102 235.89 -133.89 17926.53 34

9. high cost of electricity bills 201 235.89 -34.89 1217.31 67
2123 30407.42

Source : Field Survey November 2012

Variance (s?) = ), (X-M)?
n-1

=30407.42 =3800.93
8
Standard deviation (s) =V 3800.93 = 61.65

From the Central Limit Theorem: Z = X-M this is exactly standardized when n= 30
S
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when X=300 s= 61.65 and mean (m) = 235.89
then Z =300-235.89 = 1.04
61.65
Pr (X=1.04) =1-Pr(Z<1.04)
=1-(0.5000 + 0.3508)
=0.5000-0.3508
=0.1492

In analyzing the economic and social consequences of high energy cost on the Nigerian citizens,
the results shows that; the mean (M) = 235.89 the standard deviation (s) is 61.65 and the
distribution = 0.1492. This shows that there is 0.1492 probability that the mean will lie outside
the standard deviation. In other words, it means that there is about 85% probability that all the
variables listed as economic and social consequences of high cost of energy in Nigeria are
correct. Since the probability of its correctness is by far greater than its non-acceptance we can
conclude that these are actually the consequences of high energy cost. As could also be
observed in the table, there are very many consequences of high energy cost which transcend
to fuel poverty in Nigeria. These low real income, high poverty rate, high cost of doing business,
economic uncertainty, incessant power outages and collapse of industries. All of these
consequences have a percentage of 82% and as high as 97%.

fig. 7 economic and social Consequencies of high energy cost (%)
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CONCLUSION

Despite abundant energy sources, Nigeria is worst hit in terms of Energy poverty and incessant
energy price hike and energy insecurity. This situation is causing untold widespread poverty
among the teeming population, for decade’s hence causing economic bleakness. This is because
energy is a key to economic development and political stability. Energy poverty has been a
persistent problem for almost every Nigerian with no end in sight

From all indications it is now clear that the only cushion to reduce energy bills and energy
poverty to a tolerable level is a policy towards energy efficiency which entails reaching an
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informed judgment on the pricing, availability and sustainability of energy in Nigeria to avoid
the untold energy poverty that has been lingering on for decades.

RECOMMENDATIONS

For Nigeria Governments to solve the teething problem of energy poverty it would be
appropriate to take a look at the factors responsible for the incidence of energy poverty since a
check on these factors will go a long way in reducing if not eradicating the problem. In the light
of this, the following recommendations are made:

o All refineries must be put on stream by proper overhaul to maximize local refining
capacity utilization.

o Customers must be provided with transparent and comparable information on energy use
and prices in order to enable them to reduce their energy spending

o Improve oil and gas development and production efficiency to reduce cost.

o Improve distribution network by setting tank farms in all the geopolitical zones to ease
free flow and supply of products to control scarcity.

o Using railways as an alternative means of transporting petroleum products

o Adopting a physical policy of direct involvement in distribution by NNPC to check the
excesses of independent tanker drivers.

o Stop importation of fuel of any sort

o Increase storage region in times of unforeseen circumstances.

o Government should construct new transmission lines to improve power supply.

o Fast tracking and passage of the Petroleum industry Bill (PIB) to reform the entire energy
sector. This Bill would bring in three measures: an energy efficiency programme to bring
existing homes up to current energy efficiency levels; social tariffs to limit vulnerable
households' exposure to high energy bills; and reinforcement of the legal duty on the
Government to act to end fuel poverty.

o Alternative energy sources such as solar energy, biomass and wind energy should be
annexed to provide the necessary power generation levels
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ABSTRACT

Many technical and vocational colleges have gone through a number of
transformations in its structure and functions as a result of increased
competition, increased Government pressures to stay within its mandate as
technical vocational institutions, and to become more sustainable. The Porter’s
Five Forces will be used to determine the extent of the institutions level of
competitiveness and sustained competitive advantage. Results of the study
show that the threats to new entrants, threats to substitute products, suppliers
bargaining power, and buyers bargaining power were all statistically
significant predictors of the level of competitiveness among the technical and
vocational colleges. However, the log of the odds of the institutions
maintaining sustained competitive advantage was negatively related to threats
to suppliers bargaining power, as these technical and vocational colleges were
.389 times less likely to maintain sustained competitive advantage, being 95%
confident that the population value of the odds ratio lies between [CI]0.157 and
1.009.

Keywords: Miles and Snow typology, Porter’s Five Forces, change theories, theories
of organizational structure, and Sustainable competitive advantage.

INTRODUCTION

It is important to understand the organizational structure and design of an entity and the
environment in which it operates so as to determine whether or not it is operating efficiently
and is in need of change or reengineering. In a competitive environment, technical vocational
colleges have to be restructuring to adapt to changes caused by globalization, competition, and
meeting the demands of its customers. An organization of this nature is complex, and has to
respond and make decisions as it relates to the various contingencies that exist. A switch to a
semi- virtual institution is often appropriate where colleges wish to differentiate themselves,
become early adopters according to Miles and Snow Typology as well as to become a low cost
defender.

Virtual classrooms are the new and emerging trends in this technological and informational
era and many colleges and universities have provided their busy customers with an
educational package through distance learning and e-learning. To move to this stage, the
technical and vocational colleges in Jamaica have to make planned and radical changes to be
successful and to change its structure. This of course will require tremendous amount of
funding and training at all levels; but before that can be achieved, the technical and vocational
colleges need to assess their levels of competition and aim to maintain sustained competitive
advantage.
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This article is two-fold as it begin by looking at the structural and design problems existing at
two Technical and vocational colleges through the lens of various structure and change
theories in management. It then uses the Porter’s Five Forces to determine the level of
competition and the odds or likelihood of these institutions maintaining sustained competitive
advantage in moving forward in its mandate to providing quality education in the Caribbean.

BACKGROUND OF THE COLLEGES: A THEORETICAL APPLICATION
Structure and Design of the institution
The Technical and vocational colleges in Jamaica are professional bureaucratic structures as
presented in Mintzberg's five organizational archetypes. According to Schmidt (2006) the
professional bureaucratic configuration uses coordination by standardization of skills, and is in

effect the only organizational structure that allows standardization and decentralization to
coexist (Schmidt, 2006). Schmidt (2006) stated that:

“The professional bureaucratic structure contains a large number of knowledge
workers, and is complex in nature with many rules and procedures to follow. Because
of its professional workers, the operating core becomes the key organizational part,
but it is usually supported by a very elaborate support staff. The middle line is very
short, and is often populated by professionals whom also participate in the operating
core. The technostructure is very small and without importance. The Professional
Bureaucracy is highly decentralized in both dimensions, but because the support
structure is so large, a parallel machine like configuration sometimes emerges in this
part”

This statement above presented by Schmidt is often seen in technical and vocational colleges
where ten to fifteen percent of the academic staff only possesses a bachelor’s degree and holds
senior lecturer positions. For the minority of workers, their mode of delivery and content are
dated as no further upgrade of qualification has taken place; to add to this, more than fifty
percent of the Administrative staff only possesses ordinary levels qualifications. The operating
core (Lecturers) according to Schmidt should be supported by the support staff
(administrative staff) but this is not always the case in our colleges. Administrative staff are
sometimes reluctant to provide the needed services such as photocopying and printing to
facilitate the lecturers, a simple task such as to roll off exam scripts and coordinate invigilators
are daunting tasks within the colleges as the Administrative staff have proven to be difficult
sets of workers and are not working collaboratively with the academic staff unless these staff
members have seniority positions.

The main variables in organizational design are related to the contingencies of the
environment, size and technology (Clegg, 2009). It is argued that the more certain and
predictable the environment in which organizations operate, the greater the probability of
bureaucratic structures occurring (Clegg, 2009). The structure and organizational
environment and design of the technical and vocational colleges are further supported in
Burns and Stalker’s contingency theory where it is operating as an organic structure. All the
Colleges’ organizational structure works best in a dynamic and uncertain environment where
rapid communication and information sharing is necessary and departments and functional
areas are tightly integrated; tasks are differentiated so as to allow the lecturers to respond
quickly to changing situations or contingencies. Complex decision making is made at all levels
of the hierarchy as the academic, administrative and ancillary staff are given some amount of
autonomy to make decisions without having to consult the Principal, Head of Department and
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Deans. According to Burns and Stalker, when tasks changes rapidly, it is unfeasible to institute
standardization and formalization procedures, instead tasks should be mutually adjusted,
which is evident at the colleges.

In terms of organizational design and mode of operation, Burns and Stalker’s contingency
perspective will enable the Principals to examine various situations within their own
institutions, and determine the cause of problems experiences before a new procedure or
program is implemented. However, the drawback to this theory is that an awareness of all
possible solutions to the problem must be made in order for the Principals, Heads of School
and Deans to be able to arrive at a correct solution. This theory thus supports Mintzberg’s
professional bureaucratic approach that is evident at the colleges.

Theory of Organizational Design

Lawrence and Lorsch’s theory of organizational design and operation was used to analyze the
organizational design and operations of these technical and vocational colleges. They
developed an open systems theory of how organizations and organizational sub-units adapt to
best meet the demands of their immediate environment and proposed that organizations must
balance differentiation and integration to be successful. They found that a dynamic, unstable
environment was associated with rather great "differentiation” or specialization of function in
order to more effectively identify and respond to major environmental uncertainties (Herbert,
1977). According to Herbert (1977) great differentiation created needs for extensive
coordination ("integration") of functional effort. Those companies who manage to achieve high
sub-unit differentiation and yet still maintain high integration between sub-units seem to be
best equipped to adapt to environmental changes. High differentiation and integration exists
at the colleges as each department has to carry out its own educational functions but
collaborate with other departments by providing cross-lecturing services. For example
Lecturers from the Mathematics department provides lecturing services to the Computer
department and Engineering department.

The Technical and vocational colleges’ organizational design according to Wheeler and Hunger
are all functional structure with wide spans of control that are tall and organic in structure
thus maintaining a high manager-to-employee ratio, and that the tight supervision inherent in
the mechanistic structure that is characteristic of bureaucracy is absent. A wide span of
control exists because the heads for each schools or department supervises many lecturers and
assistant lecturers. There is also the case where a matrix- like structure exists at the colleges
because lecturers have to answer to more than one head of department, which at times causes
confusion.

The organizational design may influence the stages of growth according to Weber. This is
further supported in the works of Greiner. The Technical and vocational colleges are currently
experiencing growth through coordination of the Greiner’s phases of growth cycle; here
projects and tasks are coordinated between all schools and departments so that they are well
in place with each other. This is necessary as there are standard courses such as Mathematics
and Communication studies that are taught throughout the colleges and departments work
closely together where this is concerned. The coordination phase is also characterized by
decentralized units; periodic review of planning procedures; initiation of college-wide
programs is done by hiring staff; and the expenditures are also reviewed and distributed
throughout the organization which oftentimes take a long time to be disbursed. There are
instances where textbooks for the semester have been ordered but because of the bureaucratic
redtape that exists, the Lecturers get those textbooks close to the end of the semester.
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Miles and Snow Typology

When the Miles and Snow typology was used to analyze the colleges and their educational
environment, it was quite obvious that in general, they developed relatively unstable patterns
of strategic behaviour in order to accomplish a good alignment with the perceived
environmental conditions. The colleges are mere “Reactors” because the Deans and Heads of
Schools frequently perceive change and uncertainty occurring in their departmental
environments but are unable to respond effectively. This was evident during the rise of many
offshore universities entering Jamaica as well as new universities existing locally. Because the
colleges have a weak and inconsistent strategy-structure relationship, they did not make any
adjustment to the quality and types of programmes offered until forced to do so by
environmental pressures and competition.

The colleges need to continually search for market opportunities, regularly experiment with
potential responses to emerging environmental trends, and become creators of change and
uncertainty to which their competitors must respond, thus the institutions need to become
“Prospectors”.

Issues of the institutions

The technical and vocational colleges are faced with major issues as it relates to its structure
and design as well as its culture. In this very dynamic, global and competitive educational
environment, the colleges are in the process of re-positioning itself to meet the challenges that
have been created with the information era. The task is great, but the colleges hope to succeed
in its missions. Why is the structure of the colleges a complex one? This is because there are
many structural problems associated with them such as:

o Differences in the system of operation and functioning

o Duality of roles: Heads of schools are also Deans of faculties

o Role conflict: Lecturers across departments and faculties reports to many coordinators,
heads and assistant heads of schools

o Qualification and certification does not match the tasks to be carried out. Senior members

of academic staff have various roles such as figureheads without the qualification to

support positions and they are teaching courses out of their areas of competence.

Lack of cohesiveness between members of staff

High levels of negative workforce deviance

Poor decision making within the organizations

The structure of the institution and course designs lead to competition in the market. As

such as soon as the students finish their Associate Degrees they move on to other

universities and colleges without completing their first degree.

o Schools and programmes offered are moving with technology but at a slow pace.

o The organizational structures of the various technical and vocational colleges are
constantly changing to reflect new positions and create more job categories that are not
necessary for the scale and magnitude of the College’s operations.

o O O O

PORTER’S FIVE FORCES AND SUSTAINED COMPETITIVE ADVANTAGE
Porter’s five forces
According to Porter a firm develops its business strategies in order to obtain competitive
advantage over its rivals (Porter, 2008). This is done by responding to five primary forces: the
threat of new entrants, rivalry among existing firms within an industry, the threat of substitute
products or services, the bargaining power of suppliers, and the bargaining power of buyers
(Ronquillo, 2012).
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Threat of new entrants: Puiu (2010) stated that new comers are companies that can compete or
start companies already competing in an industry; bringing a desire to win and often have
significant resources. However, new entrants to an industry brings new capacity and desire to
gain market share that puts pressure on prices, costs and the rates of investment necessary to
compete (Porter, 2008). Puiu (2010) further stated that new entrants enter the market when
the profit margin is attractive and the barriers to entry are low.

Rivalry among existing firms: this is characterized by the intensity of competition in a particular
industry to fill a specific market segment (Puiu, 2010). According to Porter (2008) rivalry is
determined by factors such as price discounting, new product introduction, advertising
campaigns, and service improvements.

Threat of substitute products or services: Porter (2008) states that a substitute performs the
same or similar functions as an industry product by a different means; they are always present
but tends to be overlook because they appear different from the industry’s products. When the
threat of substitutes is high, industry profitability suffers (Puiu, 2010).

Bargaining power of suppliers: This affects an industry when suppliers capture more of the
value for themselves by charging higher prices, limiting quality or services, or shifting costs to
industry participants (Porter, 2008).

Bargaining power of buyers: affect an industry through their ability to force lower prices,
negotiate a better or more services and to determine competitors against each other (Wheelen
&Hunger, 2000). Porter (2008) further stated that buyers are powerful if they have negotiated
leverage relative to industry participants, especially if they are price sensitive.

According to Ronquillo (2012) Porter’s Five Competitive Forces Model has already been
applied in a wide array of businesses including non-profit organizations where competitive
advantage is a central theme, however, in this article it will be applied to the technical and
vocational institutions.

Level of competitiveness (Competitive advantage) versus Sustainable competitive
advantage

Barney (1991) stated that a firm is said to have competitive advantage when it is implementing
a value creating strategy not simultaneously being implemented by any current or potential
competitors. Ehmke (2008) extended the notion that competitive advantage is an advantage
gained over competitors by offering customers greater value, either through lower prices or by
providing additional benefits and service that justify similar, or possibly higher, prices.
According to Porter (1985), competitive advantage for a firm is the result of complete
comprehension of its external and internal environment. Porter (1985) further stated that
“After it comprehends the market which it is activated in, its competitors, the wider exterior
environment but also its strengths and weaknesses, it is possible later to discover its own
unique core competencies and to be supported in one of the three types of competitive
strategies - generic strategy - that is to say the leadership of cost, the strategy of differentiation
and the strategy of focus”.

Barney (1991) however stated that a firm has sustained competitive advantage when it is
implementing a value creating strategy not simultaneously being implemented by any current
or potential competitors, and when these other firms are unable to duplicate the benefit of this
strategy. Organizations’ success depends on employees’ knowledge, experience, creative
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activity and qualification and emphasis is placed on continuous learning and research and
development (Hana, 2013), these are some of the driving forces of sustained competitive
advantage. This article tries to determine the level of competitiveness of the institution and
whether it has achieved sustained competitive advantage using the Porter’s five forces as
predictors.

METHODOLOGY
A quantitative research design was used to analyze the effects of the Porter’s five forces on the
level of competitiveness of the technical and vocational institutions and whether or not they
are able to maintain sustained competitive advantage.

Research questions:
1. Do the Porter’s five forces determine the level of competition among the technical and
vocational colleges?
2. Do the Porters five forces determine sustained competitive advantages among the
technical and vocational colleges?

H1: There is a statistically significant relationship between threats to new entrants,
threats to substitute products, suppliers bargaining power, buyers bargaining
power, rivalry among competitors and the outcome variable level of
competitiveness.

H 2: Threats to new entrants, threats to substitute products, suppliers bargaining
power, buyers bargaining power, and rivalry among competitors are less likely
to predict sustained competitive advantage.

H1 Level of
Threats to new entrants, competitiveness
threats to substitute /I-IZ/-/'
products, suppliers
bargaining power,

buyers bargaining —> Sustam(.e(.i
power, rivalry among competitive
comnetitors advantage

Figure 1: Theoretical Model

Population and sampling

A total of 100 respondents (20% men and 80% women) between the ages of 18 and 50 were
included in the sample of college staff employed to the two technical and vocational colleges
under study of a population of 250 employees. The participants were selected by a purposive
sampling method and reflected employees from different socioeconomic background and
demographics within the technical and vocational institution.

Instrumentation

A questionnaire was developed consisting of three sections that captured information on the
level of competition and sustained competitive advantage among the institutions as well as
how the Porter’s five forces impacted the institutions. Section one was developed to determine
how Porter’s five forces affected the level of competition among the technical and vocational
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colleges; section two was developed to determine whether the Porters five forces helped to
maintain sustained competitive advantages of the institutions; while section three consists of a
list of factors that affects organizational competitiveness which was derived using the Porter’s
five forces for which participants must rate the extent to which the factors affected
competitiveness within their institutions.

Data Analysis

Descriptive statistics and frequency distributions were generated using SPSS 18.0 to describe
the basic features of the data in the study and to check its accuracy. Correlation was used to
determine the relationships between the Porters five forces and the level of competition
among the technical and vocational colleges. Binary Logistic regression was used to determine
the impact of multiple independent variables (threats to new entrants, threats to substitute
products, suppliers bargaining power, buyers bargaining power, and rivalry among
competitors) presented simultaneously to predict the outcome of sustained competitive
advantage (the dependent variable category). Simple logistic regression analyses were
conducted separately to estimate p value, odds ratios and their 95% confidence intervals (C.I)
for predicting the colleges’ sustained competitive advantage.

Measures

Level of competition was determined by asking the respondents about the intensity of the level
of competition experienced by the technical and vocational colleges on a scale of 1 to 5, with 1
being “very low”, 2 = “low”, 3 = moderate, 4 = “high” and 5 = “very high”. Sustained competitive
advantage was determined by asking the respondents whether or not the technical and
vocational colleges possessed value creating processes and positions that cannot be
duplicated; while to determine threat to new entrants’ respondents were asked if the colleges
were greatly affected by the introduction of new universities and colleges in the educational
market. Threats to suppliers bargaining power were determined by asking respondents if the
suppliers of services were a source of power over the institutions. “Are the respondents placed
under pressure by the customers who are sensitive to price changes?” and “Does the existence
of substitute programs increase the likelihood of customers switching to alternative
programs?” were two questions asked to determine whether or not there were threats to
buyer bargaining power and threats to substitute products. To determine rivalry among
competitors’, respondents were asked if the technical and vocational colleges were exposed to
intense rivalry among competitors.

Data screening procedures

Prior to data analysis, the data was screened for possible outliers, cases, and extreme values. It
was also screened for normality (skewness and kurtosis) and homoscedasticity using plots and
univariate descriptive statistics; and correcting problems in the data by the log or square root
transformation methods.

Coding and transformation of variables
The variables chosen for this analysis relates to the institutions level of competition, sustained
competitive advantage, threats to new entrants, threats to substitute products, suppliers
bargaining power, buyers bargaining power, and rivalry among competitors in a sample of 100
(20 men and 80 women between the ages of 18 and 50 from two technical and vocational
colleges in Jamaica. The outcome variable sustainable competitive advantage was coded 1 for
the presence of sustained competitive advantage and 0 otherwise, while the independent
variables threats to new entrants, threats to substitute products, suppliers bargaining power,
buyers bargaining power, and rivalry among competitors were coded using dummy variables
for the logistic regression analysis.
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RESULTS AND ANALYSIS

Descriptive statistics

A sample of 100 workers were analysed in this study with 20% being male and 80% females.
Forty three (43%) of these respondents held bachelor’s degrees and twenty three (23%) of
which held postgraduate degrees in the areas of specialization they currently teach at the
institutions. The remaining percentages represented workers who were facilitators and
demonstrators holding qualifying certifications and associate degrees in respective technical
and non-technical areas. Fifty Five (55%) percent of the respondents were employed to the
institutions for over ten years, 10% for over fifteen years and 10% for over twenty years under
the contract of services, while the remaining 25% being employed on a contractual basis and
tenured for under ten years.

Table 1 show the means and standard deviations of the Porters five forces, with rivalry among
competitors having the highest mean and standard deviation; pressures from key stakeholders
was considered an important mix based on the prevailing situation of the institutions which
had a mean of 3.23 and standard deviation of .898. Rivalry among competitors was considered
important in the study (Table 2) as there were problems existed among the institutions
relating to low customer loyalty, fierce competition among the technical and vocational
institutions, and evidence of undifferentiated products and services.

Table 1: The means and standard deviations for the Porters five forces

Porter’s Five Forces Means Standard Deviations
Threats to new entrants 3.49 .603
Threats to substitute products 3.51 517
Suppliers bargaining power 3.79 .740
Buyers bargaining power 3.66 .655
Rivalry among competitors 3.86 917
*Pressure from key stakeholders 3.23 .898

Table 2: The means and standard deviations for Rivalry among competitors

Rivalry among competitors Means SD
There are many other universities and colleges 3.93 .987
competing

Products of the colleges are not differentiated and 3.32 1.294
can be easily substitutes

Competitors are of equal sizes 4.05 757
Colleges are competing against each other 4.03 771
Low customer loyalty 3.96 777
Average 3.86 917

Correlation and Linear Regression

Cohen and Cohen (1983) classified correlations as high, moderate, or weak according to
unconnected r values of .50, .30, and .10, respectively, thus Table 3 shows high correlations
between threats to substitute products (r =.733, r?- 537, p<.01) and buyers bargaining power
with the level of competitiveness (r =.599, r2- 358, p<.01). Threats to substitute products and
pressures from key stakeholders were highly correlated with threats to new entrants (r =.530,
r2 - 281, p<.01, r = .527, r? - 278, p<.01), while suppliers bargaining power was highly
correlated with pressures from key stakeholders (r =.533, r2- 284, p<.01).
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Table 3: Correlation among the Porters five force with the level of competitiveness

Threats  Threats Suppliers Buyers Rivalry *Pressure Level of
to new to bargainin  bargainin among from key Competitivenes
entrant  substitut g power g power competitor  stakeholder S
s e s s
products
Threats to new 1.00
entrants
Threats to .530** 1.00
substitute
products
Suppliers .338** 222%* 1.00
bargaining
power
Buyers 400%* 473 200** 1.00
bargaining
power
Rivalry among 142 410%* 142 -.066 1.00
competitors
*Pressure from  .527** .369%* 533%* .066 224 1.00
key
stakeholders
Level of .255** 737** -.018 .599** .353** 331%* 1.00
competitivenes

S

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

Threats to new entrants, threats to substitute products, suppliers bargaining power, and
buyers bargaining power were all statistically significant predictors of the level of
competitiveness among the technical and vocational colleges. The five predictor model was
able to account for 69.5% of the variation in the level of competition among the institutions,
F(6,93) = 38.59, p<.05, R2 = 69.5% ; 30.5% of the variation in the level of competition among
the institutions is explained by factors other than the Porters five forces.

Level of competition = -.898 + (-.066 * threat to new entrants) + (.150 * threats to substitute
products) + (-.102 * Suppliers bargaining power) + (.109 * Buyers bargaining power).

Table 4: Predicting level of competitiveness from the Porter’s five forces

B SEB B
Constant -.898 431
Threats to new entrants -.066 .015 -.325
Threats to substitute products 150 .019 629
Suppliers bargaining power -102 .020 -.384
Buyers bargaining power .109 .023 332
*Pressure from key -078 .015 407

stakeholders

Logistic regression

A logistic regression analysis was conducted to predict the institutions sustained competitive
advantage using threats to new entrants, threats to substitute products, suppliers bargaining
power, buyers bargaining power, and rivalry among competitors as predictors. The omnibus
test of the full model against a constant only model was statistically significant, indicating that
the predictors as a set, reliably distinguished between the institutions that does and does not

maintain sustained competitive advantage (x* (6) = 5.504, p <.05); the Hosmer and Lemeshow
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test was non-significant and indicates that the model was a good fit; therefore we fail to reject
the null hypothesis that there is no difference between observed and model predicted values.
Nagelkerke’s R? of .075 indicated a weak relationship between prediction and grouping. Only
7.5% of the variation in the institutions sustained competitive advantage can be explained by
threats to new entrants, threats to substitute products, suppliers bargaining power, buyers
bargaining power, and rivalry among competitors, while 92.5% can be explained by other
factors. Prediction success overall was 72% (as the model failed to correctly predict 28 cases)
The Wald criterion demonstrated that only threats to suppliers bargaining power made
significant contribution to prediction of sustained competitive advantage (p <.05).

Predicted logit of (Sustained competitive advantage) = 1.312 + (-.921)*threats to suppliers
bargaining power

According to the model, the log of the odds of an institution maintaining sustained competitive
advantage was negatively related to threats to suppliers bargaining power, (p < .05; Table 3).
EXP(B) value indicates that when suppliers bargaining power was increased the odds ratio was
0.398 times as small and therefore the technical and vocational colleges were .389 times less
likely to maintain sustained competitive advantage, being 95% confident that the population
value of the odds ratio lies between [CI]0.157 and 1.009. In other words, as the threats to
suppliers bargaining power increase the less like it is that the institutions will maintain
sustained competitive advantage.

Table 5: Logistics Regression Analysis of Reporting the impact of threats to new entrants, threats
to substitute products, suppliers bargaining power, buyers bargaining power, rivalry among
competitors and pressure from key stakeholders affecting sustainable competitive advantage.

95% CI for Odds Ratio
Predictors B SE 8 Lower Odds Ratio Upper
EXP (b)
Constant 1.312 1.917
Threats to suppliers
bargaining power -921 474 157 938 1.009

The Cronbach alpha reliability coefficient was a = 0 .89 and fell within generally accepted
limits.

DISCUSSION

Applying Porter’s Five Force Model to the Technical and vocational colleges of Jamaica
Porter’s theories were selected to analyze the colleges because they have “shaped a generation
of academic research and business practice” (Harvard Business Review, 2008; Hua, 2011).
When the Porter’s model for industry analysis is used to analyze the prevailing situation, it is
evident that the threat of substitute products, the threat of established rivals; the threat of new
entrants; the bargaining power of the faculty and the bargaining power of students are very
low for the technical and vocational colleges in comparison to the other universities and
colleges in Jamaica.

The threat of substitute products: The cost of higher education is a significant factor for the
colleges as the programme fees are lower in comparison to its major competitors for
undergraduate technical and vocational education. However, one problem the institutions
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experiences is the inability to secure substantial scholarships, loans and grants each year to
existing students and to attract enrolment. The Colleges threats to substitutes are high but
they have to remain strategic in order to remain competitive. Many students are demanding
alternatives that decrease the completion time for a degree or certification. Substitute
products may come in the form of online and distance degree programmes which our technical
and vocational colleges does not offer. It is clear that they have to put measures in place to
retain the students, one such method could be through proper marketing, public relations and
strategically aligning themselves to become more of a brand name instead of just a technical
and vocational colleges and also to build a stronger alumni.

Rivalry among existing competitors: This takes many forms, including price discounting, new
product introduction, advertising campaigns, and service improvements. In the education
industry, the intensity of rivalry depends on the object of the competition: students, faculty,
donors, or government-based funding and research dollars. For the technical and vocational
colleges, new product introduction is slow even though there is a demand for those
programmes. There has been a demand for the Associate Degrees in Environmental Science,
Psychology and Banking and Finance but all the technical and vocational colleges have not yet
reacted to those demands. With talks of introducing a logistic hub in Jamaica, only one of the
two technical and vocational colleges has sought to capitalize on training in such area to keep
up with its mandate.

The threat of new entrants: The colleges are faced with major competition from many
universities, four year colleges and community colleges which have lowered their entry
requirement standards. The presence of substitute business degrees can lower industry
attractiveness and profitability because they limit price levels. This means that the colleges
cannot overcharge students in terms of fees and service costs as customers will want to access
cheaper technical and vocational education which gives the same or better recognition locally
and internationally even if those degrees are not accredited with the University Council of
Jamaica or National Council on Technical and Vocational Education and Training (NCTVET).

The power of the College as the supplier: The colleges have many support services such as
bookstore franchises, health clinics, and food services, but many lack research facilities. Some
department have the most qualifies lecturers holding master’s and doctoral degrees who are
less technically qualified, while other departments have more technical staff who are less
structurally qualified; the colleges are weak structurally and are in need of development.

In applying the Porter’s Competitive Strategy to the technical and vocational colleges it is clear
that differentiation through branding, the physical aspects and the mode of delivery should
provide a more sustained competitive advantage for the colleges competing for market
leadership in the education industry. Branding the colleges will add value to each individual
institution and offer more satisfaction for their consumers. However this is going to be a
difficult task unless the structures of the individual colleges are changed or reengineered. In
differentiating from its competitors, the college must include “quality”, packaging, style,
features and augmenting offers which are just some of the differentiation strategies.

THE WAY FORWARD
Sustained competitive advantage
Sustainable competitive advantages are required for educational institutions to thrive in
today’s global environment. Based on the application of theories above, the long awaited
question may be asked - “Does technical and vocational colleges have sustainable competitive
advantages?” When the institutions assets, attributes, or abilities are examined it is clear they
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are not difficult to duplicate or exceed. The technical and vocational colleges does not provide a
superior or favorable long term position over their competitors, in fact they strive to be more
like their competitors and not better than. The results obtained also showed that they are less
likely to maintain sustained competitive advantage.

The way forward requires the colleges to strive to improve brand and customer loyalty, greater
operational efficiency, focus more on skills training and technical vocational training, and
greater employee productivity. There must be a stronger focus on product differentiation,
employment of more qualified and competent staff, stronger management, greater
transparency and a push for more research and publication among staff.

A move towards a more efficient workplace through planned and radical changes

Because of the many structural problems affecting the colleges and the increase in competition
in the educational environment, there needs to be a change in the structure to a more feasible
educational environment and one that will increase student intake and market share of the
entity. According to Tsichritzis (1999) the university today must be redefined with new
concepts: the internet allows virtual classrooms, digital libraries provide knowledge
repositories, the Web offers up-to-date material for seminar discussions, and computer
simulation substitutes for laboratories. What the Colleges need is to change its entire business
process by reengineering its mode and delivery of tertiary education to allow for greater
flexibility. According to Hammer and Champy (1993), Business Process Reengineering
encompasses a radical thinking and redesigning of core organizational activities to achieve
higher efficiency and performance (Clegg 2009). For this to happen the College’s staff and
students have to become intimate with technology and technological devices to move forward.

Transformational change is required for the College to succeed and move forward and requires
a shift in assumptions made by the departments and its members. Lles and Sutherland (2003),
states that transformation can result in an organisation that differs significantly in terms of
structure, processes, culture and strategy. It may, therefore, result in the creation of an
organisation that operates in developmental mode - one that continuously learns, adapts and
improves (Illes and Sutherland 2001). When Lewin’s force field analysis was applied to the
current situation it is quite evident the some administrators are for and against the changes.

For business process reengineering to be successful, the Colleges need to stand on their own
and sever ties with the Council of Technical and vocational colleges of Jamaica. The CCC] have
allowed for slow decision making, change management, and anomalies within the system. It
drains the lecturers’ capabilities and brain power through its constant requests for information
and time that could have been put to better use.

All areas of the College must be reengineered from lesson delivery, to human resource
management to the student administration system. Central to reengineering strategy is a
determination to break out of the ‘them and us’ mould and to forge effective working
relationships with faculties and departments (West, 1999). This is evident at the Colleges as
there is a rift between academic and administrative staff, this is in need of change because all
members of staff are working for one reason and that is to provide quality service to the
students who are the customers.

CONCLUSION
There was a statistically significant difference between the Porter’s five forces and the level of
competitiveness among the colleges within the educational industry. The hypothesis holds
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true that Threats to new entrants, threats to substitute products, suppliers bargaining power,
buyers bargaining power, and rivalry among competitors are less likely to predict sustainable
competitive advantage. However, further research on how reengineering of the structure and
function of the colleges to semi-virtual institutions may be studied to determine if impacts the
level of competitiveness and sustained competitive advantage.
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ABSTRACT

The recent conceptualization of emotional intelligence (EI) as a new dynamic
integral trait (Austin et al., 2008; Ziedner et al., 2009) and “a wise management
of emotions” (Nosenko, 2011) has opened up prospects for the comprehensive
assessment of its role in positive personality functioning. The objective of this
paper is to present empirical findings (obtained on a sample of 135
participants) which show that the individuals with high levels of EI are
characterized by positive behavioral outcomes, indicative of their mental
health continuum (Keyes, 2002) and achievements in the fulfillment of the
basic life tasks (Janakov, 2008). The findings are claimed to help solving the
controversy of the ability/trait conceptualization of EI.

Keywords: emotional intelligence, ability/trait controversy, mental health, positive
functioning.
INTRODUCTION

A wide diversity of aspects identified in the phenomenon of emotional intelligence (EI) within
a comparatively short period of time, since the term had appeared in the psychological
thesaurus, made EI one of the most attractive phenomena for studying the personality
precursors of the individual’s optimal functioning. As is known, EI was conceptualized first as a
set of abilities to adequately perceive, understand and manage emotions, which can be
exercised both intrapersonally and interpersonally (Mayer & Salovey, 1990). Then it was
interpreted as an array of non-cognitive capabilities, competences and skills that influence
one’s ability to succeed in coping with environmental demands and pressures (Goleman, 1995;
Bar-On, 1997). The global personality traits were defined as dispositional components
(Petrides & Furnham, 2001).

Numerous findings prove that EI is associated with life success, leadership abilities, life
satisfaction, subjective well-being, self-actualization, adaptability. At the same time, the
question still remains, whether EI is a precursor of positive personality functioning or on the
contrary an outcome of the positive latter. This question can now be discussed more
comprehensively thanks to the new approaches to the conceptualization of the construct that
were identified lately. Contemporary personality psychologists have realized that
operationalization of personality as a relatively small number of traits, measured by
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questionnaires, may fail to illuminate important aspects of the personality sphere. As the
editors of the recently published SAGE Handbook of “Personality Theory and Assessment”
(Boyle et al.,2008) point out, the new personality trait and dynamic trait constructs can be
found at the interface of the personality and ability, personality and values, personality and
beliefs, which allow to assess personality functioning more comprehensively and adequately.
In the review of the current research findings, related to studying EI, Austin et al. (2008) claim
that while the “trait EI” allows its operationalization as an explicit aspect of personality that can
be measured by questionnaires, the El as a true ability requires implicit assessment with the
help of the objective tests and behavioral measures. But there are no reliable instruments to
assess EI as an ability and its correlations with general intelligence are only moderate and do
not exceed 0.3.

The authors of the recently published monograph on EI (Zeidner et al., 2009) have included
into its foreword, written by James R. Averill, the Aristotel’s famous definition of some
individual’s ability to manage their emotions wisely as a virtue. The first variant of translation
of the term EI into Ukrainian language made by one of the authors of this paper (E. Nosenko,
2003) was formulated as “a wise management of emotions” (“rozumnist’™”) reflecting the
Aristotel’s idea of the personality’s virtuous behavior.

The objective of this paper was to demonstrate that EI, evaluated explicitly (as a trait) appears
to be indicative of the mental health, assessed with the help of a new technique “The Mental
Health Continuum - Short Form MHC-SF” (Keyes, 2009) which allows to define the frequency
of experiencing some likely “consequential outcomes” of mental health in terms of the
symptoms of psychological, social and emotional well-being.

EXISTING RESEARCH FINDINGS
There are convincing empirical findings that reflect the role of EI in determining mental and
physical health of an individual (Zeidner et al, 2009). Evidence has also been gathered
concerning the role of the high level of EI in preventing the development of maladaptive
emotional states associated with mood and anxiety disorders. Current research findings show
that the individuals with higher level of EI typically experience more positive moods and are
better able to repair a negative mood after its induction (Schutte et al., 2002).

Lack of awareness of emotions and the inability to manage them are reported to be key
symptoms in some personality disorders and impulse control disorders (Matthews et al.,
2002). Schutte et al. (1998) found that lower level of emotional intelligence was associated
with more alexithymia and less impulse control while higher level of EI is linked with aspects
of better psychosocial functioning (e.g., Brown & Schutte, 2006; Salovey& Grewal, 2005;
Schutte et al., 1998; Schutte et al.,, 2001) and greater optimism. Some of psychosocial factors,
such as more social support and more satisfaction with social support, are claimed (Brown &
Schutte, 2006) to serve as buffers to physical illness.

The low EI college students, males in particular, have been reported to be at risk for potentially
harmful behaviors, such as addiction to the illegal drugs, excessive consumption of alcohol, and
engaging in deviant behavior (Brackett et al. 2004). There are data that also point to modest
correlation in a sample of adults between EI and alcohol and drug problems (Riley & Schutte
2003).

A meta-analytic investigation of the relationship between emotional intelligence and health
(Schutte et al., 2007), based on the responses of 7898 participants, yielded the results, proving
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that EI was significicantly and positively related to different types of health indicators: with
r =.29 for mental health (anxiety, depresion), r =.31 - for psychosomatic health, and r =.22 for
physical health. Individuals with higher EI appeared to report fewer clinical symptoms,
including: anxiety (O’Connor & Little 2003), depression (Saklofske et al. 2003), loneliness
(Engelberg & Sjoberg 2004), and the signs of the borderline personality (Leible & Shell 2004).
In addition to the above reviewed findings, it was found out that men with lower EI have been
engaged in self-destructive behavior (Brackett et al. 2004).

SUBSTANTIATION OF METHOLOGY OF THIS RESEARCH
This research is based on the hierarchical informational-proceeding model of EI suggested by
Nosenko and Kovriga (2003) that presumes three levels of EI development.

The low level of El is characterized by the generation of the impulsive, emotional responses to
the external stimuli. This type of emotional responses reflects mechanisms of the conditioned
reflex, i.e. they are initiated at the sensory-perceptual level (not mediated by the thinking). The
modality of emotions is consistent with that of the stimulus.

The intermediate level of EI is characterized by the generation of responses mediated by
thinking. So, the individuals deliberately select the types of responses, the modalities of which
might not coincide with the modalities of the stimuli.

The highest level of El reflects the developed inner world of an individual. The activity is based
on the system of sets that reflect the internalized norms of behavior to which the individual
habitually sticks, not experiencing inner tension. It enables the activity on the
“suprasituational” level, free of contextual constraints. Thus, on the highest level of EI
development the behavior is controlled automatically (by the internalized system of individual
beliefs as to the rules and norms of appropriate behavior).

The present study is based on the conceptualization of EI as an integral dynamic trait. This
empirical research was designed to answer the following questions:

o Do individuals, who achieved higher levels of EI demonstrate higher levels of the mental
health continuum, the latter being indicative of EI?

o Do individuals with higher levels of the EI development possess more adaptive
dispositional personality traits, which thus reflect their positive functioning?

o Do individuals with higher levels of the EI development have higher levels of self-esteem,
purpose in life and satisfaction with life, which confirm that EI is rather an integral
dynamic trait than an emotional ability?

METHOD
Participants
The sample consisted of 135 adults (65 male and 75 female) aged from 18 to 35 years. The
participants were the office employees (44.5 %), students of National Mining University (38.5
%) and students of Oles Honchar Dnipropetrovsk National University (17 %). Participants
were not paid for their services but upon request could receive an individual feedback via e-
mail one to two months after they finished the study.

Data tools

To answer the research questions the following data tools were chosen. “EMIN” (Lyusin D,
2009) is a questionnaire designed for the self- assessment of emotional intelligence. It consists
of 46 items with a four-point Likert scale (0 = strongly disagree; 1 = moderately disagree; 2 =
moderately agree; 3 = strongly agree). The Cronbach’s alpha values for the scales are >.80.
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“Four Factor Test of Social Intelligence” (M. O'Sullivan & ]. P. Guilford, 1976) is an instrument
which consists of 4 subtests (Cartoon Prediction, Expression Grouping, Social Translation,
Cartoon Missing) and measures social intelligence. Russian version of the test was adapted by
E. S. Mihajlova (1990). Internal validity values of the subtests are in the range from .66 to .73.

“The Big Five Locator” (Howard et al., 1996) is an instrument designed to assess the personality
traits of an individual. The Ukrainian version was adapted by L. Burlachuk and D. Korolo’v
(2000). The inventory consists of 25 adjectives and measures five personality traits:
Extraversion, Openness to Experience, Agreeableness, Neuroticism, and Consciousness.
Cronbach’s alpha values are .73 for Introversion, .55 for Neuroticism, .70 for Consciousness, .41
for Openness to Experience and .63 for Agreeableness.

“The Mental Health Continuum - SF” (Keyes, 2009) is a self-report questionnaire that consists
of 14 items, measuring hedonic well-being, symptoms (items 1-3) and positive functioning
symptoms (items 4-8 which are indicators of social well-being and 9-14 indicators of
psychological well-being). Mental health continuum is indicated when a set of symptoms at a
specific level are present for a specific duration. The Ukrainian version of the “MHC-SF-UA”
was adapted by E. Nosenko and A. Chetveryk-Burchak (2014) at the consent of the author.
Cronbach’s alpha value was .853.

The Satisfaction with Life Scale - SWLS (Diener et al, 1985) is a short 5-item instrument
designed to measure global cognitive judgments of satisfaction with one’s life. SWLS has a 7-
point Likert scale ranging from 1 (strongly disagree) to 7 (strongly agree). A total score is
calculated by summing the individual responses. The Russian version of the SWLS was adapted
by E. N. Osin and D. A. Leont’ev (2008). Cronbach’s alpha value was .75.

“Coping Inventory for Stressful Situations” (Endler & Parker, 1990). It consists of 48 items,
responses being measured on a five-point Likert scale (from 1 - never to 5 - very often). The
Russian version of CISS was adapted by T. Kryukova (2001). Cronbach’s alpha were .853 (task-
oriented coping), .877 (emotion-oriented coping) and .814 (avoidance-oriented coping).

Rosenberg Self-Esteem Scale - RSES (Rosenberg, 1965) is a questionnaire designed for
measuring global self-esteem. It consists of 10 items, responses being measured on a four-
point Likert scale (from 1 - strongly disagree to 4 - strongly agree). The adaptation of the
Russian version of the scale was presented by L. F. Burlachuk and S. M. Morozov (1989).
Cronbach’s alpha value was .72.

Purpose-in-life Test (Crumbaugh & Maholick, 1981) is an instrument developed to assess
meaning and purpose in life. It consists of 20 items, each rated on a 7-point scale ranging from
1 (low porpose) to 7 (high porpose). Russian version of the PIL was adapted by D. A. Leont’ev
(2000). Scores are obtained for 5 subscales: purpose in life, emotional richness of life,
satisfaction with self-actualization, locus of self-control and locus-control of life.

Procedure

With the help of the method of cluster analysis (K-means algorithm) the sample of participants
was split into three groups on the variables of emotional intelligence, social intelligence and
Big five personality trait variables (extraversion, neuroticism, openness to experience,
agreeableness and conscientiousness) as indicative of the dispositional components of EI. After
that the between-cluster differences were computed and the differences were assessed by t-
test.
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Participants were contacted in person or via e-mail. They expressed an interest in participating
in the study and had given contact details for future use.

RESULTS AND DISCUSSION
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Figure 1: The results of clusterization of the sample

* MEI - inter-personal emotional intelligence; BEI - intra-personal emotional intelligence; PE -

understanding of emotions; YE - management of emotions; 3EI -general score of emotional
intelligence.
Subtest 1 - ability to understand consequences of behavior; Subtest 2 - ability to understand non-
verbal information; Subtest 3 - ability to understand the content of the words according to the
character of interpersonal interaction; Subtest 4 - ability to understand the logic of the complicated
situations of interaction.

Differences between the variables, used for clusterization, were processed with the help of t-
test (see Tables 1, 2).

Table 1 shows between-cluster differences in the cumulative scores of the emotional
intelligence.
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Table 1: Between- cluster (1st vs. 3rd) differences in Emotional Intelligence
Std. Dev.
Cluster 1

Variables

Understanding other people
emotions

Management of other people

emotions

Understanding one’s own
emotions

Management of one’s own
emotions

Control of expression
Inter-personal emotional
intelligence

Intra-personal emotional
intelligence
Understanding of emotions
Management of emotions

General score of emotional

intelligence
#kp <001

Mean

Cluster 1 (N =

56)
35,67

29,51
28,96
20,62

18,73
65,19

68,32

64,64
68,87

133,51

Mean

Cluster 3 (N =

25)
22,36

16,88
15,28
12,24

11,16
39,24

38,68

37,64
40,28

77,92

t-value

18,09**

18,99**

23,39**

16,42**

12,26**
21,91%*

22,79**

29,67**
22,87**

28,70**

2,50

1,17

1,67

1,49

2,18
3,05

4,14

3,19
3,53

6,30

Std. Dev.
Cluster 3

4,05

4,69

3,61

3,11

3,27
7,64

7,54

4,87
7,75

11,06

As evident from Table 1, the level of the EI development, the participants of the first cluster
possessed, appeared to be significantly higher (by t-test) than that of the individuals of the
third cluster. Table 2 presents the results which illustrate between-cluster differences in the
social intelligence and personality traits variables. It means, that the groups of participants,
included into these clusters, can be used for the further stages, intended to obtain the empirical
answers to the research questions in a quasi-experimental format of the research.

Table 2: Between-cluster (1st vs. 3rd) differences in social intelligence and personality trait variables

Mean Mean
Variables Cluster 1 Cluster 3 t-value sCths::vl SCtISstDe‘:‘;
(N=56) (N =25)
Subtest 1 (ability to understand consequences 10,50 7,04 7,09%* 1,87 2,33
of behavior (“cartoon prediction”))
Subtest 2 (ability to understand non-verbal 8,42 6,04 5,10** 1,92 1,98
information (“expression grouping”))
Subtest 3 (ability to understand content of the 8,96 6,08 5,81%* 1,91 2,36
words according to character of inter-personal
interaction (‘social translation”))
Subtest 4 (ability to understand the logic of 7,50 4,12 7,06** 2,14 1,58
complicated situations of interaction (“missing
cartoons))
Introversion 22,03 23,68 -1,33 4,53 6,26
Conscientiousness 34,75 31,12 3,33%* 3,44 6,34
Agreeableness 30,96 27,08 3,79** 4,65 1,30
Neuroticism 19,33 19,44 -0,07 6,25 1,19
Openness to experience 29,67 23,35 2,63%** 5,46 1,36
*EEkp <.01;* *p <.001
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As shown in Table 2, the opposite clusters (1 and 3) significantly differed on all the four
variables of social intelligence and on the dispositional trait variables: conscientiousness,
agreeableness and openness to experience. There no significant differences only on
neuroticism and introversion.

The participants’ data demonstrated that the chosen sample included 41.5 % (N = 56) of
individuals with a high level of emotional intelligence, 40 % (N = 54) - with an average level,
and 18.5 % (N = 25) - with an extremely low level of emotional intelligence.

To examine the relationship between emotional intelligence and mental health, between-
cluster differences were compared with mental health indicators and other variables which
were chosen as likely dependent variables of the quasi-experiment for non-equivalent groups
(Table 3).

Table 3: Between-cluster (1st vs. 3rd) differences in the dependent variables of the quasi-experiment for
non-equivalent groups.

Variables Mean Mean t-value Std. Dev. Std. Dev.
Cluster 1 Cluster 3 Cluster 1 Cluster 3
(N =56) (N =25)
Mental Health 50,08 41,84 3,36** 9,93 10,72
Purpose in Life 34,64 27,08 6,10** 4,60 6,21
Emotional richness of life 32,92 29,12 3,47** 4,64 4,33
Satisfaction with self-actualization 27,92 23,68 4,35%* 3,83 4,52
Locus of self-control 22,94 18,76 3,76** 4,35 5,19
Locus control of life 32,66 21,76 8,70** 4,87 5,90
Purpose in Life (general point) 111,01 93,72 5,43** 12,79 14,16
Self-Esteem 33,37 29,36 4,94** 3,36 3,41
Satisfaction with life 23,69 20,52 2,62%** 4,62 5,84
Task-oriented coping 61,08 51,24 4,77** 6,66 11,83
Emotion-oriented coping 41,01 46,68 2,11%%* 10,91 11,57
Avoidance-oriented coping 48,73 47,84 0,35 11,03 8,61

*x¥p <.01; **p <.001

The first cluster with the highest levels of the clusterization variables (analogues of the
independent variables) appeared to show the highest levels of mental health as well as most of
other variables chosen to represent the likely behavioral consequences of different levels of ElI,
conceptualized as an integral dynamic trait, indicative of the positive functioning and mental
health continuum. The participants of the first cluster have significantly higher value of the
task-oriented coping (t=4.77) and significantly lower emotion-oriented coping, while
differences in the avoidance-oriented coping are not significant. These and other results
provide the convincing answers to our research questions to be commented upon later in thus
section of the paper. Table 4 shows significant differences not only between the “opposite”
clusters of the participants (1 and 3), but also between the clusters with the highest and the
intermediate levels of EI

As shown in Table 4, the representatives of the cluster with the high level of EI have significant
differences in mental health, five subscales of the Purpose-in-Life Test, they are more satisfied
with life, have higher level of self-esteem and tend to use task oriented coping strategy as
compared against the individuals of the cluster with the intermediate level of emotional
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intelligence. So, the data obtained in this research provide answers to all four research
question.

Table 4: Between-cluster (1stvs. 2nd) differences in the dependent variables.

Variables Mean Mean t-value Std. Dev. Std. Dev.
Cluster 1 Cluster 2 Cluster 1 Cluster 3
(N =56) (N =54)
Mental Health Continuum 50.08 41.01 4.19** 9.93 12.61
Purpose in Life 34,64 31,29 2.89%** 4.60 7.35
Emotional richness of life 32,92 28,57 3.78** 4.64 7.18
Satisfaction with self-actualization 27,92 24,55 4.36** 3.83 4.25
Locus of self-control 22,94 20,37 3.19** 4.35 4.08
Locus control of life 32,66 29,07 3.54** 4.87 5.73
Purpose in Life (general score) 111,01 99,57 3.67** 12.79 19.34
Self-Esteem 33,37 31 3.53%* 3.36 3.69
Satisfaction with life 23,69 20,40 3.72%* 4.62 4.63
Task-oriented coping 61,08 55,94 3.74** 6.66 7.72
Emotion-oriented coping 41,01 42,03 -0,49 10.91 10.75
Avoidance-oriented coping 48,73 48 0.35 11.03 10.43

*EEkp <.01; **p <.001

In study 2 we included the Mental Health Continuum variable into the set of the analogues of
independent variables, used in the first variant of clusterization, in order to test the
incremental validity, if any, of the Mental Health Continuum as a likely criteria measure of EL
The data obtained with the help of cluster analysis (K-means algorithm) on the variables of EI,
social intelligence, Big Five personality traits and the mental health continuum show that the t-
value differences (between 1st and 3rd clusters) appeared to be higher for all variables
indicative of the positive functioning of an individual (purpose in life (6.34); emotional
richness of life (4.50); satisfaction with self-actualization (5.10); life management 10.26;
purpose in life (general score) (6.55); self-esteem (6.28); satisfaction with life (3.99); task-
oriented coping 5.29) comparing with the results of explicit assessment of EI (as a trait).

CONCLUSION
The findings of the present study have provided answers to all the questions formulated before
carrying out the empirical study. In answer to the first question we obtained data that proved
the existence of differences in mental health between the opposite clusters both in case when
MHC was included into the analysis as an additional independent variable and when it was
analyzed as a dependent variable. This allows to conclude that MHC can be both a precursor of
differences in EI and an outcome of the existing differences. So, its effect on EI might be
reciprocal: high level of EI predisposes mental health, which, in its turn, causes the increase of
EL To answer the second question (about the effect of EI on the stable personality dispositions)
we have obtained a partially controversial answer. The value of three of the five personality
traits appeared to vary between the clusters in the predicted direction. The cluster with highly
different levels of EI appeared practically not to differ on the level of neuroticism and
introversion. It can be explained by the genetic roots of both: the neuroticism and
extroversion/introversion, or probably by the fact that high level of EI influences the
individual’s shrewdness and makes the person very sensitive to the possible insincerity of
other people which the person with very high level of EI may notice and the person with the
low level of EI might overlook. In any case this aspect of the research requires further
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investigation. In answer to the third question we obtained data that proved that the high level
of the emotional intelligence was strongly associated with greater life satisfaction, purpose in
life, task-oriented coping and higher self-esteem. It confirms that EI is rather an integral
dynamic trait than an emotional ability.
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ABSTRACT

Small and medium scale businesses constitute over 70% of the industrial sector
of Nigeria. Unfortunately however these firms, based on estimation of
performance do not contribute significantly for the macro development of the
society. This poor level of contribution is attributed to paucity in the adoption
of marketing performance measurement management principles and
techniques. This work for the assessment of the rate and level of adoption use
of marketing and accounting metrics studied firms in selected industrial sector
of the economy. This is based on sample population determined using the yard
mathematical notation and set of questionnaire assessed using Likert rank
order scale and pearson correlation co-efficient R. Findings include that small
and medium scale businesses find it difficult to create and sustain linkage
between marketing as a unit of business system with the entire system; paucity
in tracking metrics that relate to programmes; gross inability at managing
changes among others. Recommended are efficiency in corporate goals and
marketing objectives determination given the peculiar business environment;
adoption of acceptable marketing metrics for performance evaluation;
adoption of acceptable marketing metrics for performance evaluation;
adoption of regular performance audit programmes and adoption of modern
methods of data capturing and analysis based on the use of skilled personnel.

Key Words: Performance measurement, marketing metrics, efficiency; effectiveness,
small and medium scale, economic development, marketing audit and CRM

INTRODUCTION:

Small and medium scale businesses constitute over 70% percent of the productive and
marketing sector of Nigeria, thus are considered vital source of and catalyst activities in the
macro industrial and economic development of the nation through growth. Unfortunately
however, the performances of these firms as are reflected in national statistics as estimates,
are based on paucity in activities of marketing performance measurement and management,
hence planning gaps as variances between actual results and planned objectives of these firms
are not identified for analysis-Berkowitz, Kerin, Hartley and Rudelius (2000), neither are the
firms involved in the analysis of return on marketing investments-Kotler and Armstrong
(2009). These small and medium firms are poor in control activities of deviation from
performance standards; identification for positive deviations exploitations and negative
deviations correction. Hence do not maximize their potentials as bases of alignment of
marketing activities, strategies and metrics with business goals. This basically is attributed to
inefficiency in the measurement of returns on marketing investments.
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Theoretical Frame Work:

Small and Medium scale businesses are strategic in national economic growth and
development, as source of employment; stimulation of entrepreneurship skills and for capital
accumulation as well as for their contributions in the transformation of the traditional industry
based on their linkage effects.

Given the rural base of these firms, they ensure efficiency in human and material resources
utilization, as such generate income domestically and international based on export and
international marketing operations in the face of their role as trainer-trainees in manpower
development-Onuoha and Udensi (1996) and CBN Bureau of Statistics (2013).

In Nigeria, the role of the small and medium scale businesses is not prominent even when
these firms dominate the industrial sector, generating over 70% of productive and marketing
activities. This mark of inefficiency is attributed to paucity in the execution of marketing
performance measurement and management activities among the firms.

Managers in marketing in addition to financial performance measurement are expected to
consider useful some non financial measures: such as percentage of products delivered on
time, number of defective product units produced, setup time for batches of production,
average time from order to delivery and units of output per direct labour-Horngren and
Sundern (1990). These financial and non-financial performance measures ensure that the
desired effects of quality control are achieved as they express the impact of cost on quality of
output.

Significance of this work:

Literature abound on financial and non-financial marketing performance measurement and
management, such as: -Berkowitz, Kerin, Hartley and Rudelius (2000); Bateman and Snell
(1999), Horngren and Sunden (1990), Kotler and Armstrong (2010), Krishnamurtly and Ewald
(2009), Adwww.vconnect.com/Result, admarketing.webcrawler.com and
Adwwwinfo.com/measurement +marketing. These works are all in the theory of the concept
without practical input, thus it has been difficult to assess the validity or otherwise of their
claims. Even when these claims are valid in the developed economies, it is difficult to conclude
same level of validity and rate in the developing economies. Thus this work is considered
significant as it evaluates for the efficiency in adoption of marketing performance
measurement and management principles based on measurement tips of goal stating; use of
database, employment of response mechanisms, code and test, qualify prospects, marketing
and market research and elicitation of feedback-Fusion b2b (2008) in the developing economy
of Nigeria with special bias for the small and medium scale industrial sector; as a means of re-
positioning firms in the small and medium scale industries for positive contributions to
national economic development.

Objectives of the Study:

This work has the objective of re-positioning the small and medium scale firms in the industrial
sector of Nigeria for positive contribution to national development based on efficiency in the
adoption of marketing performance measurement and management principles. Following this,
its subsidiary objectives include:

o X-raying for the challenges to the adoption of marketing performance measurement and
management principles among small and medium scale firms in Nigeria.
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o Determination of the impact of adoption or otherwise of marketing performance
measurement and management principles among small and medium scale businesses in
Nigeria.

Hypotheses:

This work is based on these null hypotheses
HO: Lack of understanding of the importance of and principles of marketing
performance measurement management does not significantly challenge its adoption
among small and medium scale businesses in Nigeria.

HO:Inefficiency in the adoption of the principles of marketing performance
measurement management does not have significant impact on the operational
efficiency of small and medium scale businesses in Nigeria.

METHODOLOGY:
This work is industrial marketing bias with special reference to small and medium scale
businesses in the transportation, hospitality, community, manufacturing, agriculture,
mortgage, construction, wholeselling, insurance and quarrying and mining subsectors of the
economy. Membership of these sub-sectors of the industry sector as sample population of the
study was determined given yard mathematical notation represented as equation 1 thus:

N = N
1+ N ()2 M
Where: N = population size
n = sample size
oo = permissible of sample error

Sets of questionnaire were administered on these target respondents as artificial personalities
through the different front line managers. These yielded 68% return rate and 60% validity -
rate. These sets of questionnaires addressed issues bordering on the definition of goals as
standards of operation, employment of response mechanism to performance measurement,
coding and testing of information, variables that qualify prospects and methods of eliciting
market response as feedback.

The Likert rank order scale measurement was introduced in the set of questionnaires as guide
to respondents’ in the evaluation of the variables of importance. Variables were evaluated
based on the principles of the ordinary scale ranking order and the interval scale -order
respectively-Ezejelue, Ogwo and Nkamnebe (2008), as well as the pearson correlation co-
efficient ‘R’

Organization of the Study:
This study is organized in subheads of abstract, introduction, literature, analysis, findings,
discussions of findings, conclusion and recommendations.

LITERATURE
Progressive and successful marketing oriented business organizations given the global inter
and intra gernic competition, adopt strategic control programmes that aid the comparison of
results of marketing activities with the goals as formulated at the planning stage, for the
purpose of identification of derivations from standards as well as to take actions aimed at
correcting negative deviations and or exploiting for advantage the positive deviations from
standards-Berkowitz, Kerin, Hartley and Rudelius (2000).
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It is important to note that the evaluation of performance in marketing like other aspects of
corporate activities may not achieve the desired and expected impacts without acceptable
corporate goals and marketing objectives quantified and stated in numerical values; as basis
for comparing the actual and standard performances based on defined benchmarks Thus
marketing at the corporate level develops programmes with the aim of monitoring key
measures of performances in tangible and intangible financial targets as covering issues such
sales revenue and profits and customer satisfaction, new product development cycle time and
sales force motivation respectively. These in expanded scopes include sales analysis,
profitability analysis and the marketing audit -Berkowitz, Kerin, Hartley and Rudelius (2000).

Effectiveness and Efficiency

Performance evaluation of marketing activities could be effectiveness and or efficiency based.
While effectiveness is associated with the degree to which goal and or objective is met,
efficiency has to do with the degree to which inputs are used in relation to a given level of
outputs. Conventionally, the sales volume as a variance index is associated with the measure of
effectiveness, but efficiency as flexible budget based measurement index traces the change in
unit price on output ~-Horngren and Sundern (1990).

Measuring Performance: Financial and Non-financial:

Performance measurement and evaluation are managerial control devices, thus are adopted in
spurring members of the internal market to goal actualization, thus must relate to corporate
goals; are affected by activities of managers; are reasonably objective; should be easily and
readily understood by managers, cover the important aspects of performances without conflict
with one another, be used in evaluating and rewarding managers, be used consistently and
regularly and should be adequate and comprehensive to balance long and short term concerns
of the organization-Bahader & Kapil (2003), Cadegan (2012), Donnelly, Simon & Armstrong &
Fearne (2012), Farris, Bendle, Pfe.fer & Reibatian (2006), Gok; Hacciogh (2010), Gupta (2012),
Miller & Goffi (2004), Mendragon, Lalwanie & Mondragon (2011) and Mulky (2011).

As quality measurement device, it should measure the effect of quality control and express the
financial impacts of costs on quality, based on the assessment of costs incurred to prevent the
production of defective products, costs incurred to identify products that are scrapped and
costs required to correct defects in product that are reworked as well as costs caused by
delivery of defective products to customers- Horngren & Sundern (1990), Paswan, Blankson &
Guzman (2011), Rosenblom & Dimstrova (2011) and Wbster (1992).

Productivity thus is measured based on labour as output divided by input for capital intensive
operations, technology utilization rate may be considered. While the efficient use of materials
is considered relevant in some industries, material yield is an acceptable productivity measure
in others-Horagren & Sundren (1990) and Patterson (2010).

Modern marketing activities based on holistic management approach evaluate for corporate
performance evaluation based on units of operation, market segments and individual internal
marketing activities. Where conflicts exists between different units’ performances as
favourable and unfavourbale direction from objectives as standards, incentives are adopted to
motivate employees for higher favourable performance and for improvement on the
unfavourable performance; however, the corporate performance evaluation is holistic as the
integration of the performance of the different market segments-Horagren & Sundern (1990)
and Patterson (2010).
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Managers in marketing also adopt the use of incentives as those informal and formal
performance measures and rewards that enhance goal congruence and managerial efforts to
address dysfunctional behaviours as actions taken in conflict with top management and goals-
Horngren and Sundren (1990), as individuals’ are motivated to perform in the way that leads
to rewards. The choice of rewards clearly belongs to top management with an overall system of
management control and is influenced more by non accounting objectives rather than
subjective inputs from front line managers in form of advice-Huhtala & Parzefall (2007), O’
Sullivan (2009) and West & Sacreamento (2006)

Marketing is interested in linking rewards to performance, however, in most cases
performance cannot be measured directly, thus is related to financial results of different
responsibility centres even when factors beyond the internal markets’ control can affect
results, and often generate problems on performance assessment-Bahadir & Kapil (2003)
Therefore demand and supply of labour that is subject to reward, based on performance
evaluation is based on specifications of performance measures and how it will affects reward,
as performance measures and rewards are implicit. Given this, employment contracts trade off
incentives, risk and cost of measuring performance. Inspite of this, marketing is increasingly
being expected to measure the returns on investments-Clancy & Stone (2005).

Measures of Profitability:

Profit as a term or concept has inferences that are objective rather than subjective, thus does
not mean the same thing to different persons and organizations. Inspite of these differences in
adoption, organizations are favourably disposed to the maximization of profit-Mucky (2011)
and Kotler & Armstrong (2002).

Profitability is net income, income before tax, net income percentage based on revenue, a
percentage as well as an absolute amount-Ambler, Kokkinoki & Puntomi (2004) and Barney
(1991). Marketers show interest in net income or the income percentage but have total neglect
to the measurement of the investments associated with the generation of the income, hence the
evaluation of profitability lack merit.

For general acceptability, profitability is associated with the Srate of return on investment
(ROI) which is defined as a measure of income or profit -Kotler and Armstrong (2010). Return
on investment is an expression of sameness of risks, for any given amount of resource
required. The investor wants the maximum income, hence it is considered a useful common
dominator for marketing performance measurement because it compares the rates inter and
intra organization and with investment opportunities in other industries even in unrelated
projects, and it is a combination of income percentage of revenue and capital turnover; whose
respective adjustments without change of the others have effect of improving the rate of return
on investment capital- Horngren & Sundern (1990), kotler & Keller (2010) and Kotler &
Armstrong (2009).

The question is, given this literature and the complexity in performance indices evaluation
especially in the area of data analysis, are Nigeria small and medium scale businesses in
marketing positioned for efficiency and effectiveness in performance measurement and
management? Answer to this question is the subject of this work.

Indices of Performance Evaluation in Marketing:

Marketing as a sub-system of corporate operation like other sub units is under big pressure to

estimate the impact of its costs on returns-Brady (2004) and Owens (2007). Though the

benefits of marketing are implicit and difficult to be quantified in monetary terms. It is
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depending on various performance evaluation indices for data sourcing, analysis and metrics
for the quantification of its return values based on the supply of prior and posterior estimates
of the impact of marketing programmes-Hise (2006), Kotler and Armstrong (2010), Mcmaster
(2002), Wyner (2007), Seggie, Cavusgil and Phelan (2007), Lenskold (2007) and Kotler (1999).

Marketing research with its data base characteristics as objectivity and consumer focused -
Oko (2002) aids marketing with data for managerial decisions on operational performance
evaluation-Kotler and Keller (2009). However these data are heaps of information wa