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Abstract   

 

At a time in Nigeria when there is a concern for the overwhelming cost of servicing external debt and declining 

revenue from oil, it becomes pertinent for States to use the capital market as a veritable tool for generating the 

much-needed funds to service Capital budget goals. Particularly of concern is the extent to which States in the 

North-Eastern geopolitical zone of Nigeria have participated in the Capital Market. Consequently, this study 

sought to ascertain how the level of knowledge of Capital market operations and confidence bestowed in the 

capital market, which are determinants of participation, differ among decision-makers of state investment 

companies in this region. Given an extensive reliance on primary data gathered from a sample of fifteen 

respondents, two hypotheses were tested using the Kruskal-Wallis test at 4df. In contrast, there was support for 

null hypothesis one, at "H=6.01, 4 d.f., P=0.21", since p<0.05, null hypothesis two was rejected at "H=8.91, 4 d.f., 

P=0.03", since p>0.05. It is recommended that the capital market operators encourage these State investment 

companies to get incorporated into the new windows available.  
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1. INTRODUCTION  

 

As an integral part of the financial system in Nigeria, the Capital Market is an organised market mechanism, 

concerned with the effective and efficient transfer of money capital from the investing class to the entrepreneur 

class in both private and public sectors. The Capital Market is controlled by the Nigeria Stock Exchange (NSE) 

in Nigeria. The NSE is regulated by the Securities and Exchange Commission (SEC). The Capital Market provides 

a platform for channelling finance from the surplus sector of an economy to the deficit sector. Sufficient literature 

abounds on the influence of capital market dimensions on different aspects of private sector organisations. Many 

of these studies have provided empirical evidence to suggest that the capital market provides the cheapest source 

of capital for financing business ambitions. In particular, evidence from Nigeria shows that private sector 

corporate entities dominate the activities of the capital market. This may explain why the NSE encourages states 

to participate in the capital market to raise funds needed for infrastructural development. In a report by Egene 

(2019), most of the participating states on the capital market are from the South-Western States and few from the 

North-Central States, with only Yobe State from among the North-Eastern States. 

 

This provides a premise for appraising the intensity of factors that may influence the participation capacity of 

states; of particular concern are states in the country's North-Eastern region. This is because this region has 

suffered some level of economic setback due to the activities of terrorist groups in the region. The activities of the 

terrorist group have been observed to have discouraged investment from within and outside Nigeria. This situation 

will undoubtedly adversely affect the ability of state governments in this region to rely on internally generated 

finances to execute their budgets.  
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In the current era of declining revenue available to the Federal Government and the attending pressure from 

servicing debts, state governments are under pressure to seek alternative means of raising funds. Consequently, 

state governments in North-Eastern Nigeria may be compelled to raise finance from the capital market. Apart 

from relying on the capital market for raising funds, participating in the capital market may also have implications 

for the Gross Domestic Products of the states in North-Eastern Nigeria.  This is because, in the views of Abina 

(2019), the capital market is a strong diver of economic growth.  

 

1.1  Objectives of the study 

 

This study aims to appraise the extent of Capital market participation among states of North-Eastern Nigeria. The 

aim was achieved using the following specific objectives. 

1. Ascertain the level of confidence bestowed in capital market activities by policymakers. 

2. Evaluate the extent to which policymakers are knowledgeable about capital market activities. 

 

2. REVIEW OF LITERATURE 

 

2.1  Capital market operations in Nigeria 

 

The Nigeria capital market, since its inception in 1946 as an organisation for raising funds needed for a ten-year 

plan, has grown from one branch in Lagos (Lagos Stock Exchange now Nigeria Stock Exchange) to several 

branches across the country. As a government entity positioned for providing a platform for raising long term 

finance and investments, it is regulated by the Securities and Exchange Commission. This market, according to 

literature, is divided into primary, where securities are issued for the first time and secondary, where already 

existing securities are resold and bought (SEC, 2016). A glance at SEC records shows that State Bonds, otherwise 

known as Municipal Bonds in Nigeria, have grown steadily from 4 in 2009 to 22 June 2019.  Figures from SEC 

Nigeria Statistical Bulletin (2010) shows that only Yobe State has participated in the Capital Market by issuing 

Municipal bonds in 2002, which expired in 2005. The issue enjoyed a subscription of 81.28%, which was mainly 

used to finance infrastructure in the state.   

 

In addition to dealings in securities, which are bonds and equities, the Nigerian Capital Market offers new products 

comprising of real estate investment trust (REITs), Mortgage-Backed Securities, Asset Backed Securities, 

Exchange Traded Funds, Ethical products, Islamic products, and commodities trading which consists of options 

and trading (Financial System Strategy, 2020).  A notable development in the capital market was the establishment 

of the Abuja Commodity Exchange Market in 2003, which may have been fashioned after the Agricultural 

Commodity Exchange of some other African countries. This was set up to create a broader base for interested 

operators.  

 

2.2 Determinants of capital market participation in Nigeria 

 

Evidence abounds in the literature concerning the relative importance of the Capital Market in achieving 

Economic growth (Ubesie, Nwanekpe & Eilibe, 2020). This suggests that if a country can achieve enhanced 

economic growth via the operations of its capital market, a state that is a subset of a country can equally enhance 

its local economic growth.  By implication, the capital market can energize economic growth if it is well harnessed. 

This is suggestive of a need for states to get involved in activities of the capital market to enhance their Gross 

Domestic Product, which is often used as a measure of economic growth.  

 

According to Ohiaeri (2017), there appears to be an imbalance between foreign and local portfolio investors in 

the Nigerian Capital Market. This situation provides a premise to query local participation in the capital market.  

This is because intensifying the power of the capital market for economic growth; can only be achieved via 

participation. In retrospect, the more the volume of participation on the stock market, the more likely the capital 

market will grow. This may explain the frantic efforts of the Securities and Exchange Commission (SEC) in 

encouraging state governments to enlist state-owned enterprises (Nnorom, 2020). State governments can also raise 

long-term funds from the capital market using state bonds (Briggs, 2015). 

 

According to Acquah-Sam and Salami (2013), the extent of involvement in the capital market is a function of 

public knowledge and public confidence. This suggests that the extent of involvement of state governments by 

way of participation in the capital market will depend upon their knowledge of how the capital market operates 

and the level of confidence that key decision-makers of states have regarding the capital market. Though there 

have been concerns about investor confidence in the capital market of Nigeria, particularly after the 2008 

meltdown (Owolabi, 2020), Government appears to be making frantic efforts to restore investor confidence via 
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the five-point agenda of the Securities and Exchange Commission (Yuguda, 2020). Therefore, it is expected that 

the ability of a state government to appreciate these measures will depend upon their knowledge of capital market 

operations and opportunities. In the view of Dick (2002), this is because the information is the basis of acquiring 

knowledge. 

 

Knowledge can be derived from a level of awareness or understanding of a subject, which may be acquired from 

education, personal experience, or another person's experience; above all, knowledge can be said to be based on 

available information. Consequently, knowing how to benefit from participating in the Capital Market and how 

the capital market works may require some quantum of willpower by the intending participant. Information about 

capital market activities can be obtained from published financial statements, journals, newspapers, bulletins, NSE 

website, SEC website, and professionals.  

It can be deduced from reviewed literature that the level of knowledge and confidence in the capital market's 

operations are the key drivers responsible for observed involvement in the capital market. As such, this study 

tested the following null hypotheses: 

 

2.3 Hypotheses 

 

Ho1: there is no significant variation in knowledge of capital market activities among policymakers in State 

Investment Companies of North-Eastern Nigeria. 

Ho2: there is no significant difference in knowledge in the level of confidence bestowed in capital market activities 

among policymakers in State Investment Companies of North-Eastern States of Nigeria. 

 

3. METHOD 

 

3.1 Design 

 

This study adopts an experimental research design. This design provides a premise for gaining insight into the 

extent to which states of North-Eastern Nigeria are participating in the Capital Market. Furthermore, this research 

design helps to understand the level of participation of Yobe State, which is the only state from North-Eastern 

Nigeria, on the Capital Market. This research design also allows for the use of a small sample size. Though this 

design has been criticized for its poor power of generalization (Cuthil, 2002), it is considered appropriate for this 

study because it helps to lay a foundation for future research into other aspects of enquiry related to the focus of 

this study.  

 

Based on the grounded theory, an exploratory research design has also been acknowledged for its power to provide 

more insight into a research problem (Boru, 2018), which is the essence of this study. When there is an adequate 

understanding of a research problem, it will be easy to proffer workable solutions.   

 

3.2 Population and sample 

 

The population for this study comprised persons charged with policy formulation in State Investment Companies 

among the States that define North-Eastern Nigeria. North-Eastern Nigeria comprises six states, made up of   

Borno, Adamawa, Yobe, Bauchi, Gombe, and Taraba (UNDP, 2017). Out of the total population of six states, 

responses were gathered from five states, comprising Borno, Yobe, Adamawa, Gombe and Taraba.  The primary 

objective of the state investment companies is to provide opportunities for stimulating and promoting investments 

from both public and private entities to accelerate the industrial growth and development of the respective states. 

Across North-Eastern Nigeria, these investment companies go by several nomenclatures such as Investment 

Company Limited and Investment and Property Development Company Limited. 

 

In Borno State, the Borno Investment Company Limited (BICL), a private Limited liability company owned by 

the Borno State government, was incorporated in 1987. It has a broad portfolio of Investments in 26 quoted 

companies and 15 unquoted companies within and outside the state. Investment and Property Development 

Company Limited is replicated in Adamawa, Gombe, Taraba and the Yobe States. These companies listed on the 

Stock Exchange were incorporated in 1990, 1999, 1991 and 1992, respectively. Among these five states, only 

Taraba Investment and Property Development Company Limited and Borno State Investment Company are not 

listed as dealing members of the NSE. However, Adamawa, Gombe and Yobe State Investment and Property 

Development Company Limited are inactive as of 29th January 2021 (http://www.nse.com.ng/dealing-members). 

The operations of these companies are defined by whoever is the Director at any point in time. It is the practice 

of these entities to receive money from the State Government through the office of the State Accountant General. 

The primary objective of allocating such money is to multiply the value of such monies, which are subsequently 
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paid back into the coffers of the State Government. Regarding participating in the Capital Market, these state 

business entities buy equities of quoted companies. Furthermore, except Borno State, all other states are registered 

as dealing members on the Stock Exchange; however, they have all become inactive, with Yobe State reclassified 

as a sub-broker.  

 

In each State-owned Investment Company, three persons in decision-making capacity were sampled using the 

snow balling sampling technique. This method is most appropriate in a study of this nature because of how public 

sector offices are set up—the total sample size used for this study summed up to fifteen respondents. In order to 

preserve the anonymity of the states and the participants, the names of the participating states are presented for 

analysis using Arabic Numeral 1, 2, 3, 4, 5, and 6. In the data analysis, there were no values for Bauchi State, 

which was coded as 6.    

 

3.3 Data  

 

In order to achieve the objectives of this study, primary data was gathered by way of interview and by 

administering a questionnaire. After securing an appointment, the interview was conducted via scheduled 

telephone conversation with the respondents. Owing to the respondents' busy schedules, the phone conversation 

with each respondent lasted five minutes each.  The phone conversation was used to corroborate responses to the 

questionnaire. It also provided an opportunity for more information. 

 

The questionnaire used for gathering primary data comprised of three sub-sections. The first sub-section sought 

to ascertain respondents' knowledge about the capital market and the opportunities available for the state. The 

second sub-section was used to evaluate the level of confidence the respondent deposes in the capital market. The 

third sub-section was used to gather data about preference for investment options.  

 

3.4 Data Measurement  

 

In sub-section one, Q1 was used to evaluate knowledge of the existence of capital market using binary numbers 

1 to represent the respondent has the knowledge, and 0 to connote the respondent does not know. After 

ascertaining knowledge of existence, it was pertinent to determine respondents' level of awareness about activities 

of the capital market operations since they are the persons responsible for educating the government on investment 

options. Knowledge of awareness using Q2, was measured on an intensity Likert scale of five. The lowest score 

of 1 means the respondent is not aware, while the highest score of 5 suggests the respondent is very aware. The 

respondents' level of confidence was also measured on a five Likert intensity scale measured from 1 to 5. A score 

of 1 suggests the respondent had no confidence in the capital market operations. In contrast, a score of five implies 

that the respondent had very high confidence. Regarding preference for investment options, respondents were 

asked to state the investment options categorically they would prefer.  

 

3.5 Nature of Data 

  

The data used in this study is ordinal by nature. This is because the responses provided by respondents were scored 

on a Likert scale of five from 1 to 5, suggesting no awareness or no confidence to very well informed or very high 

confidence in operations of the Nigeria Capital Market. Ordinal data have been identified as well suited for using 

experimental research design. 

 

3.6 Method of analysis 

 

Data gathered were analysed using a combination of descriptive and inferential statistical tools. Descriptive 

analysis tools included the use of means and standard deviation. In contrast, the inferential statistical tool used 

was the Kruskal Wallis H Test. This inferential statistical test is suited for the nature of the data collected. 

Furthermore, the Kruskal Wallis H Test determines any statistically significant variation in views of two or more 

groups. For a small sample, as is the case of this study, the exact P values will be used (Siegel & Castellan, 1988) 

to accept or reject the proposed hypotheses. In this study, the Kruskal Wallis H test was performed using SPSS 

version 20.  

 

3.7 Data Analysis and Discussion 

 

For data presentation and analysis, the actual names of the sampled states will not be used. This agrees with their 

request of respondents to remain anonymous. Consequently, alphabets will be used to identify the sampled states. 

Questionnaire item 1 (Q1) was used to ascertain participants' knowledge about the existence of the Securities and 
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Exchange Commission. This questionnaire item was examined using binary number (1), which suggests that the 

participant is knowledgeable or binary number (0), signifying that the respondent does not know of SEC.  The 

SEC is responsible for regulating and developing the Capital Market; all the respondents showed they know the 

Securities and Exchange Commission, as shown in Table 1. 

 
Table 1: Average Score of Questionnaire Response 

 

State  

Knowledge of SEC Knowledge of Capital 

Market activities  

Level of confidence in 

Capital Market  

Other non-capital market-based 

investment preference(S) 

A 1 4 4 Properties  

B 1 5 5 Land and properties 

C 1 3 3 Land and properties 

D 1 3 4 Agriculture 

E 1 3 4 Agriculture 

�̅� 1 3.6 4  

δ 0 0.8 0.63  

  Source: Survey 2020 

 

In order to substantiate the extent to which participants are informed about capital market activities, questionnaire 

item 2 (Q2) was also used.  From Table 1, it can be observed that respondents had from good to perfect knowledge 

of capital market activities.  This implies that respondents are relatively aware of capital market operations at an 

overall average score of 3.6.  

 

Regarding the second factor that determines participation in the capital market, questionnaire item 3 (Q3), was 

used to measure the level of confidence that participants bestowed on the capital market. Respondents expressed 

moderate to very high confidence. On average, the overall confidence level is high, with a mean score of 4. 

Regarding Q1, a standard deviation of 0 shows that there is no variation in the opinion expressed. At the same 

time, Q2 (δ = 0.8) and Q3 (δ = 0.6) suggest that some variations exist in the respondents' views. These variations 

provided a premise to test the proposed hypotheses.  

 

3.8 Test of Hypotheses 

 

Test of hypothesis one (HO1): there is no significant difference in knowledge of capital market activities among 

policymakers in State Investment Companies of North-Eastern States of Nigeria. The result of the test of this 

hypothesis is presented in Table 2. 

 
Table 2: Kruskall Wallis Test Statistics of variation in knowledge of respondents 

H 6.009 

df 4 

Asymp. Sig. .199 

Exact Sig. .208 

Point Probability .004 

 

From Table 2, "H=6.01, 4 d.f., P=0.21", since p>0.05, the null hypothesis is that there is no significant difference 

in knowledge of capital market activities among policymakers in State Investment Companies of North-Eastern 

States of Nigeria; is accepted. 

 

Test of hypothesis two (HO1): there is no significant difference in knowledge in the level of confidence bestowed 

in capital market activities among policymakers in State Investment Companies of North-Eastern States of 

Nigeria.  The result of the test of this hypothesis is presented in Table 3 

 
Table 3: Kruskall Wallis Test Statistics of varying level of confidence 

in Capital Market Operations 

H 8.914 

df 4 

Asymp. Sig. .063 

Exact Sig. .032 

Point Probability .003 

      Grouping Variable: State 

 

From Table 3, "H=8.91, 4 d.f., P=0.03", since p<0.05, the null hypothesis that there is no significant difference in 

the level of confidence bestowed in capital market activities among policymakers in State Investment Companies 
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of North-Eastern States of Nigeria is rejected. This may explain their preference for other non-capital market-

based investment options, as shown in Table 1.  

 

4. SUMMARY AND CONCLUSION  

 

In order to provide a rational explanation for an observed low level of participation in the Capital Market, 

particularly among state-owned investment companies in North-East Nigeria, this study adopted an experimental 

research design. Using snowballing sampling method, the opinion expressed by respondents shows that the 

policymakers in these entities do have good knowledge of capital market operations and a high level of confidence 

in the capital market. However, records from the Securities and Exchange Commission of Nigeria show these 

states have little or no participation in the capital market's activities.  This is obvious in their preference for other 

investment options, including land and properties and securities of other companies.   
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