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ABSTRACT

This study is a descriptive survey designed to have some understanding on
corporate governance and to relate such understanding to private SME
organizational goal attainment in Rivers State of Nigeria. Thisstudy isstructured
such that the board members of SMEs and CEOs constitute the participants.
Four research questions and three null hypotheses were raised to examine the
adoption of corporate governance principles (CGP) by SME boards towards
their organizational goal attainment (OGA) and the relationship between the
two variables. The study is guided by the theory on Hegemony in addition to a
plethora of self-based theories on CGP and CGA. Nine SMEswith 75 respondents
were selected from population of SMEs in Rivers Sate for the study. Two set of
guestionnaires were each developed for CGP and OGA respectively in addition
to personal interviews, observations and document review. The Sratified
sampling techniques was adopted to select the nine sampled SME organizations.
Results of the study reveal a state of general satisfaction among board members
on CGP and their CGA. The CEOs however rejected their CGP as unsatisfactory
and accepted their OGA. The study also revealed a significant relationship
between CGP and OGA as viewed by both the boards and CEOs.

Keywords: Corporate Governance, Corporate Governance Principles and
Corporate Goal Attainment, Small and Medium Enterprises.

INTRODUCTION

Corporate governance refersto the private and public institutions that include laws,
regulationsand the business practi ceswhich governsthere ationship between the corporate
managers and the stakeholders (Oman, 2001). LaPorta, Silanesand Shliefer (2000); La
Porta, L opez-De-Silanes, Shleifer and Vishny (2002) view corporate governance asaset
of mechanismsthrough which outsideinvestors (sharehol ders) protect themsalvesfrom
insdeinvestors(managers). The corporate governance structure specifiesthedistribution
of rightsand responsi bilitiesamong different participantsin the corporation, such asthe
Board, managers, shareholders and other stakeholders, and spells out the rules and
procedurefor making decisionson corporate affairs. The corporate governance structure
gpecifiesthedistribution of rightsand responsibilitiesamong different participantsin the
corporation, such as, the board, managers, shareholders and other stakeholders, and
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spellsout therulesand proceduresfor making decisionson corporate affairs. Corporate
governancea so providesthe structure through which company objectivesare set and the
meansof attai ning those obj ectivesand monitoring performance. Theultimate questionis
whether increasesinthe quality of corporate governance effectively causeincreasesin
firm'svauation. Firmswith higher market values could s mply bemorelikely to choose
better governance structures. Another recent sudy by Drobetz, Schillhofer and Zimmermann
(2003), exploreswhether theseresults could be true when confronted with German data.
Attainment of high corporate SV E goalsishowever not new inthe Nigeria SM E sector.
However, (Okoroji and Okoye, 2003) has posited that the social capital for the work
environment in Nigeriahas continued to deteriorate since 1985 to date. Boards network
of monitoring, auditing and performance of organizationa goalsand objectivesareattained
gresstully.

Itisinteresting thereforeto know someof the criteriato be met by SMEsif they
must transform from their SME statureto publicliability organizationsin Nigeria These
criteriaincludethefact that such SMEsmust be registered as Public Limited Liability
Company under the provisions of the Companiesand Allied MattersAct 1990; must
submit to the Exchangefinancial statements/businessrecord of past 3 years; date of last
audited accounts, must not be more than 9 months; and amount of money that can be
raised may not exceed N100million only. Corporate Governance Principlesensureseffective
management whichinturn ensuresthe attainment of organizationa goals.

Management may be seen astheideol ogy (thebelief sysemthat judtifiesmanager's
actions); actions (the actual day- to-day decisions managers make); and thetheory (the
prescriptionsfor actionswhich are often based on academic research) of the business
environment. Thesedigtinctionsaremadeto enhanceour understanding of themanagement
and administrative mechanismsof thevarious SME boardstowardstheir goa attainment
inRiversState. Itisonthisbas sthat theresearcher had examined the Manageria Hegemony
asthetheoretica framework that propel sthisstudy.

A company'ssurviva and growth capacity are dependent on itsstrength, history,
product quality, competitiveness, and ability to sustain and improve on marginsand most
importantly, the vision and competencies of itsmanagement to have other investors buy
intoit (Monksand Minnow, 2008). Do the governing Boards of SMEs see Corporate
Governance asamanagement disciplinethat can uplift their respective SMIEsto the next
higher level of goal attainment?1f the managing boards of the SMEsin the Chamber
operate Corporate Governance effectively and efficiently, Value Creation would flourish
asgrowth would be outstanding. How do the SM E boards see corporate governance as
anart that can progresstheir perpetuation beyond thelife span of their owners?

What laudable goal s should SMEs set for themsalvesand how canthey achieve
suchgods. Based ontheforegoing, thefollowing arethe specific objectivesof thisresearch.

1 To examine how the various SME Board Members perceive their corporate
governanceprinciplesin Rivers State of Nigeria
2 To examinehow the SME Chief Executives perceivetheir corporate governance

principlesin Rivers State of Nigeria
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3 To examine how the various Board members perceive SME goal attainment in
their organizationin Rivers State of Nigeria

4 To examinehow thevarious SV E Chief Executivesofficersperceivethestructure
of their corporate governance principlesin Rivers State of Nigeria.

5 To examinetherel ationship between SME goal attainment and the perceived
corporate governance principlesby the SME boardsin Rivers State of Nigeria

6 To produce astudy paper that would inspire SMESsto have vibrant boardsthat
will grow them into larger enterpriseswhich would guarantee decent work, reduce
unemployment and poverty respectively inNigeria.

To attainthe above aims, thefollowing questionsareraised.

1 What isthe perception of Board memberson Corporate Governance principlesin
their respective SMEE organizationsin Rivers State of Nigeria?

2 What isthe perception of the SM E organizations Chief Executive on Corporate
Governance principlesin Rivers State of Nigeria?

3 Wheat i sthe perception of SM E organizational Board membersontheir corporate
goal attainment in Rivers State of Nigeria?

4 Wheat isthe perception of SME Chief Executivesonther corporategoa attainment
inRiversState of Nigeria?

TheTheory of Managerial Hegemony

Thetheory of managerial hegemony describestheboard asthat whichisineffectiveinits
performancewhich hasthus been dominated by corporate management despiteitsformal
governing power over same management (Wolfson, 1984). Thelack of independence
fromincumbent corporate management ispartly responsiblefor the Boardsineffectiveness.
Thisinstrumental view of corporate boardsiscons stent with thetraditional manageria
theory of corporate control, which emphasi zes that managements growing control of
corporate affairs as corporate ownership becomes more dispersed among many small
stockholders (Winter, 1964).

Thedirectors passiveboard behaviour isfurther attributed totheir relative lack of
knowledge about the company'saffairs (Estes, 1980), their dependence oninformation
andinsightsthat are provided by the company'stop executives (Bacon and Brown, 1975;
Wolfson, 1984), and the director'sinterestsin the benefitsthat accrue from their mere
board membership but that are unaffected by the board actual governing effectiveness:
board compensation, the prestige and status that are associ ated with board membership,
and thereciprocation of favoursamong executivesand directors (Mills, 1981; Hirsch,
1982; Vance, 1983). Directors, therefore, are expected to refrain from overt criticism of
management's behaviour in order not to jeopardize their board seat and its associated
benefits. Thetheory of manageria hegemony depictstheboard asanineffectivegoverning
institution and attributesitsineffectivenessto the outside director'slack of independence
from theincumbent management. Empirical evidencein support of thistheory isscare. For
instance, participating directorsemphas zed how prestige and the reci procation of mutual
favoursamong directorsand executiveswere more powerful incentivesfor joining boards
thanthefinancia benefitsthat accruefrom board memberships.
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Corporate Governance

McColgan (2001) aversthat agency problem can be reduced by the help of effective
corporate governance mechani sm which can beimportant in reducing theagency cost and
theownership problems. Governance structure should be designed according tothefirm’s
environment as one general mechanism can be more important for somefirmsand less
important for other firms. Okeahalam and Akinboade (2003) review the issues and
challengesof corporate governancein Africa. They present thereasonfor their review
that many of thenonfinancia corporationsfaledintheUnited StatesandinAsiaduetothe
non-efficient corporate governance. They say that Africacanlearn agreat deal fromthe
experiences of these countriesand may improve the governancefor its corporate sector.

Okeahdam and Akinboade (2003) conducted thereview by studying acontribution
onthe corporate governance in Africaand say that the modern concepts of separation of
management from the ownership make the corporate governance animportant issuefor
research. Theinterestsof peoplewho control the organizationsarediffering from those
whoinvest inthe company by externa finance. Also, the principal agent problemandthe
interest of shareholderscan only bereduced through the effective corporate governance.
Okeaha am and Akinboadefurther statethat the organi zation systems, practi ces, processes
andrulesof governingingtitutionsare concerned closely with the corporate governance so
thereisaneed to find those rel ationshipsthat regul ate, create or determinethe nature of
relationship through those rel ationships. Corporate governanceimpliesthat companies
should balance between theinterests of shareholderswith stakeholdersat all levels of
organization. Africaishighly influenced by mismanagement, corruptionin harsh business
environment, therefore effective corporate governance can create the transparency and
safeguard againgt thesethreatsfacing companiesintheareaof foreigninvestment by foreign
organizations and companies (Okeahalam and Akinboade, 2003).

Farinha(2003) conductsatheoretical and empirical literaturereview tofind out
thetrue nature and consequences of corporate governance. Themain focus of hiswork
wasto find out thereasonsof conflict between managersand sharehol dersin organizations
with repect to ownership mechanism. Heasotried to find out thelink between corporate
governanceand thevaueof thefirm. Asaresult, Farinhaarguesthat themajor problemin
organizationisthat of principa and agent relationship and thedifferent gpproach of managers
and thesharehol ders. The perspective of themanager remainswith thelimited cash-flows,
thus, managers focus, lies with the short term perspective on investment whereas
shareholdersare stuck with thequick return of cash flows. Risk preferenceisalsoamajor
source of conflict between the principal and the agent. Shareholdersare associated with
themarket risk and therisk of stock returnswhereasmanagersare alwaysconcerned with
the company risk management. The areaof corporate governanceislacking with the
external disciplining devices. Thefirmsthrough the effective corporate governance can
implement thesedeviceswhichincludesthe compostion of theboard of directors, increased
number of shareholders, maximizetheins deownership and by providing different financid
policiesand compensati on packages.
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Filatotchev, Lien and Piesse (2004) studied the Corporate Governance and Performance
inPublicly Listed, Family-controlled Firmsin Taiwan. They analyzed the effects of the
structure of ownership and board characteristicson performancein large, publicly traded
firmswhicharecontrolled by family controlled firms. Theauthorsarguethat firmslocated
in East Asia, operate with adistinctive cultureand in different legal and institutional
environmentsthan thosein the West and Europe, These cultural differencesmay havea
strong impact on governance-performance rel ationshipssuggested by the study of agency
and strategy research. Filatotchev, Lien and Piesse (2004) suggest that foreigninvestors
may beattracted to the Taiwan markets by the process of globalizationwhichmay lead to
good corporate governance being imported by the domestic firmsin Taiwan. Theresults
of their study also unveil thefact that family control over the executive board isthe major
determinant of the performance. Becher and Campbell (2004) studied the corporate
governanceof bank mergersand acquisitions. They areof aview that during thesemergers
and acquisitions, the CEOsnegotiatesfor their owninterestswhereasthe outsdedirectors
of thecompany facefinancia problems.

Becher and Campbel| (2004) made empirical investigation tofind out the effects
of personal benefitsand the merger premiumsby taking asampleof 146 mergersof large
UShbanksinthe 1990s. They targeted the two thousand directors and executives during
thesemergersand discover that target’ smerger premiumisinversaly rel ated to the number
of target directorswho areretained during thesemergers. Thisadsoimpliesfor thecorporation
Sze, incentives, payment methodsand bidder returns. Thestudy findsthat theinterests of
target director relatively lieswith the size of thecompany rather than performanceand they
exercisether bargaining power withtheacquirer which counterstheinterestsof shareholders
inthemerger. Novikova(2004) studied theimpact of internal corporate governancesystem
onfirms innovativeactivitiesand addressed how muchfirmsinterna corporategovernance
systemvarieswith thetypeand efficiency of firm’sinnovativeactivities. Helistsout major
participative actors of thefirmswhich arethe board, the sharehol ders, themanagersand
the other stakeholders of the companies. He defines the institutions as the rules and
procedures used to make decisionson corporate affairsof thefirm.

Novikova(2004) designshisresearch on the definition of OECD which defines
corporate governance in anarrow term as a relationship between acompany and its
shareholder whereasin broader term therel ationship between the company and thesociety.
Jensen (1986) saysthat dividends can reducethe agency costsbecause of thedistribution
of free cash flowsthat can be spent on the unprofitable projectsby thefirm’smanagement.

Kowa ewski, Stetsyuk and Talavera(2007) studied theview of many authorsin
their extensiveliterature on thetopic and find that by empirical implications, corporate
governanceisanimportant determinant for explaining thedividend policies. They dsofind
that larger asset retain companiesand highly profitablefirmswithout good investment
opportunities pay more dividendswhereasthe high risksand indebted firms pay less
dividends

Accordingto Kowadewski, Setsyuk and Talavera(2007), in Poland, thecompanies
with strong corporate governance practices and strong sharehol der rights pay higher
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dividendsand mitigate the agency problems. Another study conducted by Cueto (2007)
tofind out theroleof ownership mechanism and corporategovernance practicesinemerging
markets of Latin Americashowsthat in context of weak shareholders’ protections, the
corporate governance mechanism affectsthefirm value, theliquidity of market and the
organi zation of industries. Theauthor proposesthat therel ationship between the corporate
governance mechanism and thefirm’svalueand the effects of ownership structureand the
liquidity of the stock market must be explored.

Organizational Goal Attainment

Organizational goals have most commonly been employed as criteriafor assessing
effectiveness(Hoy and Hellriegel, 1982). Conceptualized inthisway, organizational goas
areinessence benchmarksused to evaluate the effectivenessof organizational behaviours
and attained outcomes (Tansik, 1973). Goal types are effectiveness criteria whose
attainment requires performance of related actions. Our concept of organizationa goal
typesincludessuch effectivenesscriteriaasincreasing sales, improving profit, and speeding
cashflow. Ascriteriafor eva uating organizationd performanceand guidesfor organizationd
behaviors, organizationa god typesmust baancethe conflictinginterestsof different types
of stakeholders (Bourgeois, 1980, 1985; Connolly, Conlon and Deutsch, 1980).
However, thereisneed to balance the short-run goal s of the organi sation with that of the
and long-term. Cost and benefits needto beweighed (Bailey and Malone, 1970), and
both individual desiresand organizational needsmust bereconciled (Locke, 1996). Asa
result, no organizationa systems areobserved to employ only a singlecriteriontoguide
organizational behavioursinthe context of market competition (Connolly, Conlon and
Deutsch, 1980).

Multiple organizational goals are necessary for each organization — even
organizationsthat consist of relatively smple systems(Connolly, Conlon and Deutsch,
1986). Whilethereisvariation from organization to organizationin goal types, thereare
some common goal typesthat must be satisfied in order for organizationsto achievea
satisfactory performance. When organi zationspursue multipletypesof gods, thecomplexity
and the structure of these goals become important considerations. Different goal types
serve different purposes (Cyert and March, 1963). For example, besides the profit
maximization goal, firmsneed to achieve areasonable amount of sdlesand agood rate of
sdlesgrowthin order to sustain profitability (Higgins, 1977). Similarly, acertain degree of
attainment of four goas- absolutesdes, sdlesgrowth, cumulative cash flow, and profitability
—hasbeen found to be crucial in competition among small-to-medium sized enterprises
(Boag, 1987).

We define goal type complexity as the number of organizationa goal types
emphasized by an organization. Our definition of goa typecomplexity omitsinterdependence
among god typesbecauseof theintractability of studying suchinterdependenceand because
prior research on organizational complexity hasdefined it in terms of the number of
organizational € ements(Boisot and Child, 1999; Mord and Ramanujam, 1999). Multiple
god typesincrease complexity and provide organi zationswith broader representations of
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their environmentsand of their rel ati onshipswith other organizations. Likeopen-mindedness
inindividuas, these broader representati ons help organi zationsto remain opento abroader
range of environmental possibilities (Bourgeois, 1985). A greater number of goal types
enables organi zationsto be more receptiveto market possibilities. It also facilitatesthe
baancing of conflictinggoals, for example, conflictinginterests among variousstakeholders
or theconflicting objectives of exploration and exploitation. Professional organizations
need to have multiple objectivesthat reflect the values and interests of the professions
(Maclver, 1955).

Whenthereisaclear priority among organizationd god types, decison-makingis
eader, andthereislessambiguity in the sequenceof actionsrequired for goa attainment.
Therdationship between organizationsand itsexternd environmentswhich hasasoreceived
condderableattention inorganizationd theory (Covinand Sevin, 1989; Miller and Friesen,
1983; Zahra, 1993) iscalled industrial munificence. Along with other environmental
factorssuch asuncertainty, instability, and hogtility, the concept of industrial munificence
has played afundamenta rolein understanding the relationship between environmental
conditionsand the strategic decision-making processthat occurs within organizations
(Lumpkin and Dess, 2001; Zahraand Covin, 1995).

Industrial munificencerefersto those availability of resourcesand the number
of external opportunitiesthat are present in aspecific environmental setting (Dessand
Beard, 1984; Zahra, 1993). The plentiful resources and opportunities afforded to
organizationsin munificent environmentstend to allow such organizationsto enjoy heightened
levelsof competitive successwhen exploiting current business strengths (Castrogiovanni,
1991). Our key assertionisthat whilethelevel of industrial munificencemay serveasa
defining contextua factor for organizations, especialy for smaller organizations (Atherton,
2003), god type complexity facilitatesthe process by which organizationsrecognizeand
utilize the support afforded them by environmental conditionsand thereby helpsthem to
atainther gods. Munificent environmentshavebeen found to support organizetiona growth
and performance (Gelderen, Freseand Thurik, 2000 ). Themoretheleve of industrial
munificence, themoreopportunities theenvironment providesand thereforetheessieritis
for organizationsto surviveand prosper (Castrogiovanni, 1991).

Applying the concept to small-to-medium sized enterprises, Dubini (1988)
characterizesamunificent environment ashaving: aneconomy thet isdiversfiedintermsof
thesizesof companiesand theindustriesrepresented, aninfrastructurethat isrichin skilled
human resources, afinancia community that issolid, and government incentivesthat support
the creation and development of new businesses. Korunka, Frank, Lueger and Mugler
(2003) splitindustrid resourcesinto two categories: micro-socid (suchasfamily redrictions,
support) and macro-social (such as social networks based on earlier occupational
experience), both of which support entrepreneurial goa attainment.

ThePrinciplesOf Cor porate Gover nance
It should be noted that successin governanceisacollectiveresponsibility. It isnot the
work of one person. Hence, the board isthe governing body of an organizationthat is
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involved ingovernance. Governanceisthe systemsand processes concerned with ensuring
theoverd| direction, effectiveness, supervision and accountability of an organi zation. Good
corporate governanceisthekey to the health and the success of an organizationanditis
thereforehigh ontheagendaindl sectorsof the public, privateand voluntary organizations.
Good corporate governance principles have been enunciated by Chambers (2002).
Naturally, successfully managed SM Es are expected to out-perform others. Four key
themeswhich enabletop company out-perform are: clear focuson what isimportant and
potent; decisiveness—apreparednessto act; results orientation- arestless search for
super-returns and repayment; robust and regular communi cation within the board and
withintheexecutiveteam.

What therefore are the key responsibilities of the boards? The Governance hub
identified 12 key respongbilitieswhichinclude: set and maintainvison, missonandvaue;
develop strategy; establish and monitor policies; set up employment procedures; ensure
compliancewith governing bodies, ensure accountability; ensurecompliancewith thelaw;
maintain proper fisca oversght. Othersareto salect, manageand support thechief executive;
respect theroleof saff; maintain effective board performance; and promotetheorganization.
Chambers (2002) also identifiesten “ principles’ of corporate governanceto include
structure, composition, competence of directors, effective management, adult processes,
trangparency of reporting, stakeholders’ inputsand engagement for the business.

As aresult of the many corporate scandals that have taken place around the
world, best-practice corporate governance guidelines have been developed in most
countries. Internationaly, thebiggest influence onthese guiddineshascomefromthelInditute
of Directors(10D) inLondon, through the advicethey provideto other nations (Chambers,
2002). Many countriesthat do not actually contract with the |OD for advice nonetheless
incorporate aspectsof thelOD thinking intheir best practiceguiddines. Thisisapostive
devel opment, athough thefoll owing i ssues should be noted:

1 theAnglo-American model of governanceisbeng promoted astheglobd standard,

2. soft-law doesnot necessarily addressthe soft dimensonsof afirm (in other words,
laying down new soft law does not replace the need for integrity and trustsin
board relationships and processes),

3. best-practice guidelinesaretypically designedfor large, listed firms (and hence
they areoften not suitablefor small firms), and

4. good governance guidelinesdo not guarantee great governance practice.

Itisonthebasis of these deficienciesthat the researcher supportsVVan den Bergheand

Abigail thesisfor aholistic framework for corporate governance practices. Theholistic

framework for thedirection and control of enterprisestriesto integrateformerly isolated

elementsof corporate governancein research, teaching and practice.

METHOD

Thisisadescriptive study, whichisintended to placein perspectivethe question of how
the SME Boards perceive corporate governance principlesin relation to SME goal
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attainment in Rivers State of Nigeria. The population of thisstudy ismade up of al the
corporate Small and Medium Enterprise (SME) members of the Nigeria- American
Chamber of Commercein Rivers State of Nigeria(NACC) inthe Rivers State asderived
fromNACC, 2008 Annua Report. Thelist excludesthose SME organisationswhose age
of incorporationislessthan four yearsand whose staff strength (base and consultant staff)
islessthantwenty. A tabular analysisof the populationispresented in table1. According
tothe Nigeria- American Chamber of Commercein Rivers State of Nigeria records, the
SME organizations haveatotal of 250 Board members. The population of Board
member whichincludes Managing Directorsand Chief Executive Officers(CEOs) inthe
companieswereobtained from thepersonnel departments of each SME organization
during theresearcher'spilot study.

The samplesizefor the study (which constitutesthe SM E members) was9 and
thisrepresented 36% of the entire population. Thiswasobtained through stratified random
sampling technique. The Rivers State of Nigeriawasdtratified into 4 (North, Central, East
and South) with all the SM E organi zations captured. Criteriafor the choice of sampled
organizationsfrom each stratum were then devel oped to include: typol ogy, age, common
characterigtics, ownership structure and representativeness. Theentirestaff, whichinclude
theManaging Directors, Board, Corporate Management Staff and Board Memberswhich
congtituted therespondents of thestudy werefurther classified into two broad respondents
of executive board membersand non-executive board members. Thelist however included
those board memberson: (i) contract, (ii) part-timeand (iii) temporal appointment.
Random sampling technique was adopted to sampl e each organization. Thissampling
techniqueallowed for afair representation of al themembersinthe Organisationsinthe
State.

Two setsof structured questionnaireweredeveloped for thisstudy. Theseare (i)
Board Perception of Corporate Governance principles (BPOCGP) and (ii) SME
Organization Goa Attainment (SVIEOGA). The BPOCGPwasdivided into four sections
(A-D). Section A contained threeitems on the bio-data of the respondentswhile section
B-D with 15 itemswhich weredivided into six variables: (i) The Corporate Board; (ii)
Principlesof Corporate Governance, and (iii) functionsof CEOs. The second instrument,
SMEOGA has 7 sections (A-G). Section A contained threeitems of bio-data of
respondentswhilesection B-D contained 15 items whichweredividedinto Six variables
(i) dlements of SME businessenvironment; (ii) SMEgoals; (iii) SME goa attainment
grategies, (iv) Humanization of work, (v) job designandwork load and (vi) work place
democracy. Theitemsintheinstrument reflected prevailing SM E policiesand programmes
as they relateto staff, work environment, and organizational goals attainmentin Rivers
State. Respondentswere required to respond to the statements on the basis of how they
perceived SME organizationd god attainment intheir respective SME organizations. The
two questionnairewere easy to understand.

By way of instrument vaidation and reliability, thetwo questionnairesweregiven
to some distinguished persons (Ex-Presidents) of SV E Boardsand some academic staff
of theUniversity of Port Harcourt for faceand content validation. The SM E Organizations
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of these ex-presidents were not among the sampled organization for this study. The
observations made for the improvement of the instrument were noted and effected
accordingly. Thetwo questionnaireswere administered twice on atest-retest basisto the
9 sampled SME organizationsto determinetherate of response on each occasionwithan
expected average of 81.5% response. There-test was carried out three weeks after the
first test. Data collected were subjected to Pearson's Product Moment Correlation
Coefficient analysisto obtain acorrelation coefficient of theinstruments. Thedatawere
carefully decoded, tailed and classified through physica counting. Frequencies, mean scores,
rank order and standard meanswere al so computed. Theresponseva uefor each research
question wasdivided by thetotal sampled size. Theresultant val uefor each questionwas
then subjected to standard mean value of 2.5 asadecision scale. Thisdecision scale of
2.5 wasobtained by theauditionof 4, 3,2and 1 (for SA, A, D and SD respectively) and
thesumwasdivided by 4 (four pointed scal€). Mean scoresabove 2.5 on a4 point rating
were adjudged positive and favorabl e perceptionswhilethose bel ow 2.5 were adjudged
negativeand unfavorable perceptions. Thethreenull hypothesisformulated for thestudy
weretested using the Pearson Product Moment correl ation coefficient and in one case
tested with T-test statistics. Data collated were constructed and the deductionsfrom the
tableswereused in providing solutionsto the respectiveresearch questionsand testing the

hypothesis.
RESULTSAND DISCUSSION

Table 1 showsthelist of SME organizationsinthe NACC inriversstate asat theyear
ended 31st December 2008. Thisequally representsthe popul ation of the study whichis
25. Table 2 reved sthe samplesize of board membersin the sal ected organizationsfor the
study. Thetablerevealsthat theleast sampled organizationswere Esenard Ins. Broker
and Gozie Enterpriseswith 7 participantseach. Table 3 reveal stheresponserate by status
of Board members. The Board membersclassified into executive and non-executive board
members. From the statisticsin thetable, Esenard Ins. Broker, Neat ComputersLtd and
Gozie Enterprises havetheleast responserate of 7 each.

Tables4 and 5indicatethat the board membersand their chief executivesdo not
sharethe same understanding in their perception on the practices of Corporate Governance
intheir repectiveorganizations. This, according to A hiauzu (1989) isexpected Ssncemost
CEOsmay not sharethe corporate views of aclosaly knitted family-oriented board of
directors. Table4 indicatesa general acceptanceand adoption of corporate governance
principlesby thevariousBoard memberswith 2.60 overal meanrating. Specificdly, the
table shows the adoption of corporate board with 2.7 meanrating; margina acceptance
of corporate governance principles (CGP) and the adoption of (CGP) by the CEO's
respectively at 2.5 meanratings. The board'sfunction of control, maintenance and
audit of thecorporatestrategy wasgeneroudy accepted with amean rating of 2.76 which
isinlinewith Tricker (1984). Thismeans that morework needs to be doneto enhance
higher integration of CGP Board and their Chief Executives.
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Table 5 showsthat the CEO'sdo not accept theworkingsof thevarious SME boards,
adoption of corporate governance principleswith meanratingsof 2.2 and 2.2 respectively.
Indeed, the CEO'sperformancelevel isnot acceptableto themselves asthey (the CEO)
rated themselves 2.3 (quite below 2.5 standard rating). Overal meanrating by the CEO
whichis2.25indicatesthat corporate governance principlesare adopted bel ow acceptable
gtandard of 2.5. Morework on enlightenment, legal and moral sessonsisthereforerequired.
Mean rating of the responsesof Board member were estimated for each of theitemsinthe
questionnairefor perception of corporategoal attainment by the SVIES. Table 6 indicates
overall acceptancerating with mean rating of corporate goa attainment by thevarious
boards. Thevariablesrated areasfollows. SME businessenvironment 2.6, goa 2.7; goal
attainment 2.4, humanization of work 2.5, job design 2.4, and work democracy 2.5 mean
rating. Organizational goal attainment and job design both rated 2.4 respectively and are
therefore unacceptable. Board Membersenjoy their family lifeonthebasisof their work
load. Board Membersdo not inspirethemselvesfor increased work role asthisvariable
wasrated lowesti.e. 2.11. Thisis partly becausethey lack participative management
system, transparency etc. which needsto be managed. Their approach isagainst Samuel
(2001) who holdsthat corporate behaviour should be open for public scrutiny.

Theoverall meanrating of 2.61 on organizationa goa sattainment by the CEO's
indicatesafavourabledispositionfor the SMEs(Table 7). The CEOsrated their business
environment favourably with 3.33 meanrating. Theorgani zationswere postively perceived
by the CEOsto betransparent and openin termsof information and communication with
amean rating of 2.92. However, the companieswere not perceived by the CEOsto be
yieldingthat desiredlevel of incometotheir investors. Yet they havefavourable accessto
international market for service. The companies are also sensitive to their corporate
responsbilitieswhich areindicative of the CEO'smean rating of 2.75. The CEOsrejected
their current level of corporate integrity, board members development and their
responsibilitiesto shareholders, and other critical stakeholders. The study alsorevealed
that the board membersgenerally have acceptable quality of work lifeinrelation to their
SME goal attainment as perceived by the CEOs.

From thetable 8, the calculated T-test valueis 14.876 while the T-critica is2.0.
Thesevaluesshow that thereisasgnificant difference. Alsothecorrelation coefficientis
0.98. It a'so shows good relationship. The null hypothesisthat thereisno significant
relationship between the practices of corporate governance principlesand SME goal
attainment in Rivers State of Nigeriaasperceived by board membersisreected. This
meansthat thereissignificant rel ationship between the practices of corporate governance
principlesand SVIE godl attainment in Rivers State of Nigeriaasperceived by thevarious
SME board membersincluding the CEOs.

Table9 showsthat the cal cul ated t-val ueis0.494 whilethetable value shows 2.0.
Sincethecd culatedislessthanthe Table, thereisno sgnificant difference. Thenull hypothes's
thet thereisno differencebetween SVIE board and SVIE Chief Executivesinther perception
of the practicesof Corporate Governancein Rivers State of Nigeriawasaccepted. This
meansthat thereissignificant difference between SME board membersand their Chief
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Executivesintheir perception of the practicesof Corporate Governanceinther respective
organizations, that isto say, they both sharethe samefeeling on CGP. Asshown ontable
10, becausethe calculated t-valueis 11.110 and thecritical is22.0, thereisasignificant
difference becausethe cal culated isgreater than thecritical. Thenull hypothesisthat there
isno significant difference between SME Board Membersand SME Chief Executive
Officersintheir perception of SMIE goal attainment isthereforerg ected. Thismeansthat
thereissignificant difference between SM E board membersand SME CEOs perceptions
ontheir organizational goal attainment.

Thestudy al so reveal that the various SM E board members generally accepted
corporate governance principleswith ahigh mean rating of 2.6 Corporate Board was
favorably accepted by the board of directorswith ameanrating of 2.7 whilethe accepted
CEO'spracticesof CGPmarginaly at amargina 2.5 mean rating. That the SVIE boards
accept the controlling, auditing etc. powersof the Boardisinlinewith (Trickers, 1984)
who believesthat indtitutiona investorsshould set such gods. Thefindingsindicatethat the
boards control on auditishigh astheir CEOswere highly rated 2.68 intheir adoption of
international financial account standardsin linewith the corporate governancereformand
law of the Federal Republic of Nigeria. Thechief executive officers(who may not be part
of thefamily membersof theruling board of directors) do not accept theworkingsof the
various boards as they rated them 2.2 below the acceptable rating of 2.5. The CEOs
rated themselveslow with an overall meanrating of 2.25ontheir god attainment strategies.

The CEOs self assessment on goal attainment indicatesfavourabl e acceptance
withameanrating of 2.61. They asofavoured their businessenvironment with acceptable
information disseminationwhilesengtiveof their corporateresponsbilities. They however
regject their level of corporateintegrity. They arenot inspired by their board membersand
thereforerejected this statement with a2.44 meanrating. Their work load interfereswith
their family life. They arehappy with their work democracy; unhappy withtheir humanization
of work; and aremarginally happy with their goa attainment strategiesrated 2.52. They
favourably accept the nature of their corporate goals. Organizational growth and
sustainability are partly dependent onthe nature of corporate governanceand the strategic
structure adopted for attaining goas. This, according toAhiauzu (1989) isthereason why
corporate governance principles and goal attainment strategies must have strong
correlationship. Thestudy reved sthat thereisas gnificant rel ationship between the practices
of Corporate Governance Principlesand SME goal attainment. Thisisan expectedthesis
according to Amakiri (2004), which indicatesthefact that theimportance of Corporate
Governance practicesare known and shared by the SMEs. Thereishowever need for an
overt position rel ationship between these variables.

Tablel: List of SME Organizations in NACC in Rivers Stateasat 31st December, 2008

S/No Name of Companies Incorporated  Nature of No. of Board  Stratification
Year Business Members of the State

1 Harmonix Eng. Ltd. 1989 Oil & Gas, Food 10 North

2. Petmam Ventures Ltd. 2005 Manpower & QAQC Inspection Services 15

3. Emerald Nig. Ltd 2009 Information, Technology & Telecom 11

4. Tenta Co. Nig. Ltd. 2007 Oil — Gas Maintenance 7

5. Gozie Enterprises 2001 Safety Equipment Services 7

6. Geobovic Int'l Ltd. 2007 Logistics Services 8
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7. Deii Investment Ltd. 2004 Manpower Services 10 South

8. Sister & Twins Nigeria Ltd. 2008 Marketing Services 11
9. Fanik Holdings, PH. 2000 Civil Engineers & General Contractors 11
10. A. C. Commercia Ag. 2002 Logistic Services 12
11. T. O. Zaria & Co. Ltd. 2003 Environmental 10
12. Emmosy Int'l Co. Ltd. 2006 Educational Support Services 10
13. Ese-Leens Services Ltd. 1998 Security Services 5
14. Esenard Ins. Brokers 1989 Insurance 7 East
15. Bussdor & Co. Ltd. 2008 Oil & Gas Services 7
16. Aiko United Nig. Ltd. 2002 Rock Crushing 10
17. Silicon Oil & Gas Ltd. 1997 Oil & Gas Software Dev. 10
18. Neat Computers Ltd. 1991 Information Technology 10
19. Guildpine Ltd. 1989 Offshore Catering Services 12
20. Total Tech Consultants Ltd. 1995 Consultancy in Project Mgt. &
High Tech. Project 10 West
21. Onshore & Offshore Dev. 2008 Qil/Gas & Energy Services 12
22. Phoenix Associate Ltd 2006 Consultancy, Supply & Engineering 12
23. The Arch Ltd 1996 Logistics Services 10
24. Precise Power Tech Ltd. 1990 Engineering Services 10
25. Toptay Ltd. 2005 Environmental 12

Source: Nigeria - American Chamber of Commerce in Rivers State of Nigeria (2008). Annual Report

Table 2: Sample Size By Status of Board Members (n=93)

S/No Sampled Companies ExecutiveBoard = Non-Executive

Members BoardMembers Sratification
1 EmeraldNig. Ltd. 6 5 North
2 Fanik Holdings, PH. 7 4 South
3 Esenard Ins. Broker 5 2 East
4 Neat ComputersLtd 5 5 East
5 Phonix Associate Ltd 7 5 West
6 Gozie Enterprises 4 3 North
7 Sister & TwinsNig. Ltd. 6 5 South
8 GuildpineLtd 6 6 East
9 Onshore & Offshore Dev. 6 6 West

Source: Nigeria - American Chamber of Commerce in Rivers State of Nigeria (2008). Annual Report

Table 3: Response Rate By Status of Board Members

SNo  Sampled Companies ExecutiveBoard Members Non-executive
Board Members

EmeraldNig. Ltd.

Fanik Holdings, PH.

Esenard Ins. Brokers

Neat ComputersLtd

Phonix Associate Ltd

Gozie Enterprises

Sister & TwinsNig. Ltd.

GuildpineLtd

Onshore & Offshore Dev.
Source: Nigeria - American Chamber of Commerce in Rivers State of Nigeria (2008). Annual Report
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Table 4: Board Members Rating of Corporate Governance Principlesin their SME Organizations (N 75).

S/IN  Satement Rating Decisions
(B) The Corporate Board
1 My company has a paid corporate board of Directors
that meets regularly. 3.13 Accepted
2. Our board is made up of executive and
Non-Executive board members. 3.17 Accepted
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10.

11.

12.

13.

14.

15

My chairman ensures that board members are continuously
developed for optimally deployment.

Improving the effectiveness of our organization isone

way of measuring our board’s performance.

Overall prioritization of my company’s policiesis

assuredly laid down by my board.

The Chairman of our board is also the founder of the company
Mean Rating on Corporate Board

(C) Principles of Corporate Governance (POCG)
Since the board is agoverning body, it sets, maintains,
controls and audits our corporate strategy.

Our managing director is also the Chairman of the Board.
Since my board is gender sensitive, men may not dominate
our board room in future.

Personal qualities are some determinants of my

board’s membership.

The different committees of our board meet regularly to
improve the effectiveness of our policies and actions.
Mean rating on BPOCG

(D) Functions of Chief Executive Officer (CEO)
Our CEO and the board chairman enjoy warm and
cordial relationship.

The CEO of our company implements the policies and
strategic plans approved by our board.

International financial accounting standards are adopted
in our annual audit reports.

My CEO urges the implementation of corporate
governance principlesin all staff meetings.

Mean rating on CEO

Overall Mean Rating by Board Members on BPOCGP

Source: Survey, 2016

2.28
249
2.38

2.9
2.7

2.76
2.50

2.56

2.36

2.54
25

242
243
2.68
2.53

25
2.60

Not Accepted
Not Accepted
Not Accepted

Accepted
Accepted

Accepted
Accepted

Accepted
Not Accepted

Accepted
Accepted

Not Accepted
Not Accepted
Accepted

Accepted

Table 5: Chief Executive Officers Rating of Corporate Governance Principlesin their respective
organizations (N=75)

S/IN

1.
2.
3.

10
11

Statement
(B) The Corporate Board

My company has a paid corporate board of Directors that meets regularly.

Our board is made up of Executive and Non-executive board members.

My chairman ensures that board members are

continuously developed for optimally deployment.

Improving the effectiveness of our organization

is one way of measuring our board’s performance.

Overall prioritization of my company’s policies is

assuredly laid down by my board.

The Chairman of our board is also the founder of the company.
Mean Rating on corporate Board

( C) Principles of Corporate Governance

Since the board is a governing body, it sets, maintains,
controls and audits our corporate strategy.

Our managing director is also the Chairman of the Board.
Since my board is gender sensitive, men may not
dominate our board room in future.

Personal qualities are some determinants of my board’s membership.

The different committees of our board meet regularly
to improve the effectiveness of our policies and actions.
Mean rating on BPOCG

Rating

2.95
2.00

2.02
1.95
2.25

2.23
2.2

2.68
2.05

2.16
2.01

2.25
2.2

Decisions

Accepted
Not Accepted

Not Accepted
Not Accepted
Not Accepted

Not Accepted
Not Accepted

Accepted
Not Accepted

Not Accepted
Not Accepted

Not Accepted
Not Accepted
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12
13

14

15

(D) Functions of Chief Executive Officer (CEO)

Our CEO and the board chairman enjoy warm and cordial relationship.
The CEO of our company implements the policies and

strategic plans approved by our board.

International financial accounting standards are

adopted in our annual audit reports.

My CEO urges the implementation of corporate

governance principles in all staff meetings.

Mean rating on CEO

Overall Mean Rating by Board Members on BPOCGP

Source: Survey, 2016
Table 6: Board members Rating of Corporate Goal attainment by the SME Organization (N=75)

S/IN

1

2

10

11

12

13

14

15

Statement

(B) SME Business Environment

My company has affordable access to resources such as
credit, skills, information, etc.

Lack of adeguate infrastructural development is a
major constraint to the growth of our organization.
Mean Rating on SME (BE)

(C) SME Goals

My organization provides the greatest access to income

earning opportunities for corporate growth.

Our products and services are currently able to access international markets.
Mean Rating on SME Goals

(D) SME Goal Attainment

We are corporately responsible to our shareholders, strategic partners,
customers, employees etc. in our daily business activities.

My company works to prioritize its corporate responsibilities are required.
My board sees profitability as a driving measure of

efficiency and value placed on our organization by customer.

Economic principles drive my organization to stay in business.

We are daily improving on our business integrity (honesty, transparency,
fairness, respect for one another etc) as a culture.

Subject to business confidentiality and cost, we provide

full relevant information on our business activities as due.

Mean rating on SME Goal Attainment

(E) Humanization of work (HOW)

My job gives me opportunity to learn new things in my

field through various forms of development programmes.

My job stimulates the use of my wisdom, competencies and personality profiles
Mean Rating on (HOW)

(F) Job redesign (JR)

The perceived performance of my colleagues at the board
inspires me to greater productivity.

My work load interferes with my family life.

Mean Rating on (JR)

(G) Work Democracy (WD)

On the whole, | am satisfied working as a board member in this company.
Mean Rating on (WD)

Overall Mean Rating by Board Members

Source: Survey, 2016.

2.23
2.52
2.33
2.31

2.3
2.25

Rating

2.67

2.54
2.6

2.68
2.75
2.7

2.32
2.60

2.33
2.41

2.33

2.47
2.4

2.39
2.68
2.5

2.11
2.73
2.4

2.50
2.5

Not Accepted
Accepted
Not Accepted

Not Accepted
Not Accepted

Decisions

Accepted

Accepted
Accepted

Accepted
Accepted
Accepted

Not Accepted
Accepted

Not Accepted
Not Accepted

Not Accepted

Not Accepted
Not Accepted

Not Accepted
Accepted
Accepted

Not Accepted
Accepted
Not Accepted

Accepted
Accepted
2.50

Table 7: Chief Executive Officers Rating of Corporate Goal attainment by the SME Organizations (N= 75)

S/IN

1

Statement Rating
(B) SME Business Environment

My company has affordable access to resources

such as credit, skills, information, e.t.c 3.15

Decisions

Accepted
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2 Lack of adequate infrastructural development is a

major constraint to the growth of our organization. 3.33 Accepted
Mean Rating on SME 3.2 Accepted
(C) SME Goals
3 My organization provides the greatest access to income
earning opportunities for corporate growth. 2.22 Not Accepted
4 Our products and services are currently able to access
international markets. 2.75 Accepted
Mean rating on SME Goal 2.5
SME Goal Attainment
5 We are corporately responsible to our shareholders, strategic partners,
customers, employees e.t.c in our daily business activities. 2.29 Not Accepted
6 My company works to prioritize its corporate
responsibilities as required. 2.75 Accepted
7 My board sees profitability as a driving measure of
efficiency and value placed on our organization by customer. 2.65 Accepted
8 Economic principles drive my organization to stay in business. 2.31 Not Accepted
9 We are daily improving on our business integrity
(honesty, transparency, fairness, respect for one another etc)
as a culture. 2.23 Not Accepted
10  Subject to business confidentiality and cost, we provide
full relevant information on our business activities as due. 2.92 Not Accepted
Mean Rating on SME Goal Attainment 2.52 Accepted

(E) Humanization of work (HOW)
11 My job gives me opportunity to learn new things in my

field through various forms of development programmes. 2.27 Not Accepted
12 My job stimulates the use of my wisdom, competencies

and personality profiles. 2.56 Accepted

Mean Rating on (HOW) 2.4

(F) Job redesign (JR)
13  The perceived performance of my colleagues at the board

inspires me to greater productivity. 2.44 Not Accepted
14 My work load interferes with my family life. 2.76 Accepted
Mean Rating on ( JR) 2.6

(G) Work Democracy (WD)
15  On the whole , | am satisfied working as a board

member in this company. 2.59 Accepted
Mean Rating on (WD) 2.59 Accepted
Overall Mean Rating by Board Members 2.61

Source: Survey, 2016

Table8: Thesummary of Pearson's Correlation Analysis between Board's Perception on corporate
governance principles and organizational goal attainment

Correlated Variables N Mean Std Deviation T-test  Df t-Critical Coefficient(r)
CGP 75 16.933 4.078 14.876 73 2.00 .980
SMEGAT 75 18.920 3.170

Table 9: The summary of Pearson's Correlation Analysis between SME board members and their chief
executivesin their perception of the practices of Corporate Governance in their respective organizations

Correlated Variables N Mean  Std Deviation T-Vaue Df t-Critical Value
SME 75 16.933 4.078 0.494 73 2.0

CEO 75 17.053 2.295

Table 10: Summary of Pearson's Correlation Analysis between the Boards and CEOs on Goal Attainment
Correlated Variables N Mean  Std Deviation T-Vaue Df t-Critical Value
Board members 75 18.920 3.170 11110 73 20

CEOs 75 17.053 2.295
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CONCLUSIONAND RECOMMENDATIONS

Thisstudy isdesigned to assess Corporate Governance Principles and Organizational
GodsAttainment of Small and Medium Enterprises (SME) in RiversState. Themajor
patrticipants are SM E board members comprising executive and non executive members.
Theaim isto determinethe perception of the SME Board membersand to unveil how
such perceptionrelatesto their corporate goal attainment. The researcher has presented
thediscussion of hisfindingsbased on atripod perceptionsof (i) perceptionsof theBoard
Members on Corporate Governance Principles, (ii) perceptions of board memberson
SME goal attainment, and (iii) therel ationship between corporate governance principles
and SME god attainment.

The study isanchored on the equation: Corporate Governance Principles (CGP)
plusOrganizationd God Attainment (OGA) which equalsMarket VVa uation of Organization
(MVO). Mathematically, thismeans CGP+ OGA =MV O. Based onthefindingsof this
study, itisobserved that the SM E Board membersgeneraly seetheir corporate governance
principlesasacceptable. The SMIE CEOsgenerdly rejected their own practiceof corporate
governance principlesinther repectiveorganizations. ThevariousSME Boardsmarginaly
accepted asfavourablethe actualization of their organizationa goa attainment. The CEOs
generoudly accepted their god attainment strategiesasfavourable.

Thefindingsproved thetheoretica framework uponwhichtheresearch hypotheses
wererooted asadequate guidefor the study. Onefundamental thesiswhich thisstudy has
brought up isthe democratic naturein the SM E sector which enabled the CEO/MD to
sharedifferent viewsfrom those of the Board members. A favourableadoption of corporate
governance principlesmay not maximally enhance organizationa growth and sustainability
unlessthereisacommensurate and adequateinvestment on organi zationa goa attainment.
CGPand OGA should thereforebe seento grow together complementarily and befavourable
to the board members and staff at large. Thiscallsfor stakeholdersto review and re-
engineer thepalicy framework for excdlent growth and sustainaility of Smal and Medium
Enterprisesin Rivers State.

The result of this study would help the Federal Government of Nigeriaand
SMEDAN authority to formulate new policiesand to review existing SME policiesto
enhance effectiveimplementation. On the other hand, individual SM E organization and
their board membersshould usetheresultsof thisstudy for the purposeof effectivedecison-
meaking on gaffing, providing adequate equipment, infrastructureand generd administration.
Thisisinlinewith thetask of devel oping higher-level manpower requirement for the
organisation. Theresultsof thisstudy should alsoass st SME leadershipintheir devel opment
of ahaligtic strategi ¢ planning which takes cognizance of improved corporate governance
principlesand improved goal attainment. Thereisneed for the establishment of acode of
Corporate Governance for SME sector of the Nigerian economy. The Security and
Exchange Commission (SEC), the Corporate Affairs Commission, thiswill helpto breed
potential board membersand captains of industry to manage both SMEsand the public
liability companies.
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