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ABSTRACT

\

The study set out to appraise the foreigéfékyhgggé-saving or
earning of import substituting industrializatiéggﬁifﬁ particular
reference to the Nigerian manufacturing industries; examine the
extent to which the tariff structure has affected industrialization{
and examine whether there was any bias in the manipulation of the
tariff structure against or in favour of any group of industries.

Two basic approaches were adepted in the area of methodology.
The first dealt mainly with the evaluation of domestic resource
cost and the various measures of tariff pretection in the Nigerian
manufacturing industries for selected yéars. The second approach.
formulated models to examine the relationship between tariff .
structure and industrial developmeht, employing the Ordinary  3
Least Squares (OLS) regreséion technique, |

The study revealed that activities in the capital goods sector
with the lowest protective measures had the lowest domestic
resource cost in terms of foreign exchaﬁge saving or earning while
those activities in the consumer goods sector with the higheét
protective measures recorded the highest domestic cost of foreign
exchange. The bias of'the tariff structure was clearly in favour
of the consumer goods sector and against the intermediate and.
capital goods sectors. In addition, the discriminations against
exports as expressed by negative net effective protection were
mere pronounced. in the intermediate and capital goods sectors.

The statistical methods employed revealed that, there were statis-

tically significant relationships between the measures of tariff

protection and industrial development in some versions of the models
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'ABSTRACT

The . study set out to appraise the foreign exchange
saving or earningﬁof:inport“suhstituting industrialization
w1th particular reference to the Nigerian manufacturing
1ndustr1e5° examine the extent to which the tariff
structure has affected industrialization, and examine
‘whether there was any bias in the manipulation of the'tariff
structure against or in’ favour of any group of industries
and 1ts 1mplicatlons. S |

| To achieve the above stated goals, two ba51c

approaches were adopted in the area of methodology. The
first dealt mainly with the evaluatlon of domestic' o
resource cost and the various measures of tariff protection
~in the ngerian manufacturing 1ndustries for 1970, 1978 and 1985.
The,second approach formulated models to examine the relation-
ship between tariff structure and industrial development,
‘and the extent to which the variations in industrial
development have been affected byhohangeslin the tariff
structure (net effective rate of protection), employing'
the Ordinary'Least Squares (OLS) regression technique. The
data used were ohtained from the publications of theIFederal
éovernment of Nigeria, the Central Bank of Nigeria, the .
International Monetary Fund and the Federal Office of
Statistics;

The study revealed that activities in the capital
goods sector with the lowest protective measures had the
lowest donestic resource cost in terms of foreign eXchange

saving or earning while those activities in the consumer:



xiv ’
goods sector with the hlghest protective measures recorded the
hlghest domestlc cost of foreign exchange. Though the study
also showed that the protectlon afforded the capital goods
sector was hlgher than that of 1ntermed1ate goods sector in
1978 and 1985, the bias of the tariff structure was clearly
1n favour of the consumer goods sector and agalnst the
1ntermed1ate and capltal goods sectors, In addltlon, the
dlscrlmlnatlons agalnst exports as expressed by negatlve
net effectlve protectlon were more pronounced in the inter-'
medlate and capltal goods sectors. These have retarded the
pace 'of 1ndustr1al development The statlstical methods
employed in thls study revealed that, there were statlstlcally
significant relationships between the measures of tariff
protection and Import Substitution and Average Growth Rate of
Domestic Production in some versions of the models, ~Further-
more, the unique number of years for adequate effectiveneSS'u
of the measures of tariff could not be determined.

For meaningful industrial development to be achieved,
- both the tariff rates on material inputs of some-of the
industries and the excise duties on some of the locally
produced goods should either be reduced to the barest
minimum or abolished, To avoid thevdiscrimination against
export industries usually arising from an over-valued
domestic currency, there is the need for an appropriate

exchange rate for the domestic currency.



CHAPTER ONE -

INTRODUCTION

1.1 The Central 1ssue of the Study
o Nigeria is a developing country and the neéd to'
increase her level ‘of industrialization for rapid economic
growth and development 'has for long been felt. A number of
reasons have been advanced for this. | o

- The first of these is the marked instability of output
and prices of primary products and consequently the disrupu
tive instability of the export earnings of primary producers.
This to an extent is due to the high degree of concentration
of exports of developing countries. According to Pearson1,

,the maaor export items of Nigeria and other developing

[P

_countries of Africa are preponderantly made up of primary
goods.~ ) |

Furthermore, the level oflincome and consequently the .
import capacity of developing countries are largely determined
hy-their export earnings. Hence they can only ma intain
balance of payments equilibrium if their income elasticity
of demand for imports is not greater than unity. Experience
has"shown however, that this is generally not the case
because the general level of income in developing country
presupposes an elasticity of demand for manufactured goods
which is greater than unity.2

Another reason for Nigeria!s'pursuance of industriali-

zation policy is that the long-term demand conditions for

7. D. S. Pearson, Industrial Development_in East
Africa, Nairobi, Oxford‘University Press, 19069, p. ij.

2. D. S. Pearson, op. cit., p. 48.
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primary commodities are quite different from and are usually _
not as favourable as those for manufactures. This is mainly
.attributable to the development of synthetic substitutes,,
technical progress which tends to be raw material savmg
and certainwpolicy measures such as the subsidization of
domestic production which hinder the exports of primary
products.} The relative inelasticity of demand for primary
products (excluding petroleum and other minerals) and the
relative elastlcity of demand for ‘manufactured commodities
mean that exports of manufactured goods usually grow faeter
than those of primary products.

The proponents of industrialization in developing
nations also contend that it would expand employment oppor-
tunities outSide agr:Lcul‘1‘;;».1_;'@.-4_._~ Eyidences abound_in the |
.literatﬁrelthatrsome%deteloping nations have the ekpansion of
employment opportunities as one of the national ohjectives
spec if ied in their development plans to which specific
projects are - directed. In Nigeria for instance, about 2.17
mill ion additional Jobs were expected to be created during
_ the Second National Development Plan period.3 As one of the
policy measures to meet the employment-target, the Federal
Government's Budget of 1972 had the protection of local
industries with a view to inducing a rapid increase in the
employment level.

. There is also the und isputed fact that the industrial

sector tends to have more linkage effects with or growth-

3. See Federal Republic of Nigeria, Second National
Development Plan, 1970-1 974, p. 327.
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promoting impact on the general economy than any other
sector.' R

Specifioally, we can then say that 1ndustrialization is
expected to generate employment help to ensure a favourable
balance of payment position, satisfy demand for certain goods
by the populace, increase value added, and indeed help to _
" raise the general liVing standards.A The manufacturing'
section of the industrial sector is expected to play the'most
51gnificant role 'in this direction, hence the usual emphasis
on it.’ Consequently, efforts have been geared towardslthis |
by way of diversifying the economy - that is, by mov:ng from f
a large subSistence sector w1th prmmary export dominated
growth to a 31tuation where the modern industrial sector
becomes much more important in employmenx generation and
contribution to the Gross Domestic Product. | |

Generally, three basic approaches to economic develop-
ment can be identified. The first of these is the export
of primary products. Nigeria like many developing countries -
does not see an exclusive reliance on this approach as a
long-run viable'strategy of economic development. The
second approach is the domestic production of manufaotured
goods for the domestic market,'generally referred to'as
import substituting industrialization strategy. This has
been the major approach being practised in Nigeria. The
advantage of this approach is that . it is tailored to the
known as well as the potential requirements of ready-made
markets. All that is necessary is the reservation of the

domestic market for the products of domestic industries.
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The third approach is the domestic production of manufactured
. goods for exports.‘ ThlS approach is more difficult because
it often requires export subs1d1es and favourable commerc1al
pOllCleS from the advanced countries.‘ | ) |
‘ In recognition of the fundamental role of 1ndustr1a11—
zation in the process of economic development the government
of Nigeria has not left the Jnitiatives for growth induc :lng
act1v1ties to the ‘sTow and uncertain action of 1ndiv1duals.
lnstead she has been taking the 1nitiatives upon herself by
way of directing 1nvestment resources - in all sectors w1th
particular reference to the industrial sector and also
setting growth priorities and targets. o
The two broad categories of instruments of 1ndustrial

policy that the government has been applying to encourage
the establishment and growth of manufacturing 1ndustries in
Nigeria are industrial incentives and protection. While
industrial incentives are used to encourage the establishment
of industries, prOtectiongis used either to prevent foreign
competition in its entirety or to give domestic producers
great cost advantage overlforeign producers. Industrial
incentives are usually.made up of the grant of accelerated
depreciation allowances, favourable credit policies, tax
hdlidays or the exemption of corporate income from taxes for
a specified period of time, the government's patronage of
locally produced goods, etc. Among measures of protection
are the "price" and "non price" measures. The former con-
sists of ad valorem and specific tariffs and the latter,

import quotas, import licensing, exchange controls etc,



l.ndustrial incentives generally operate on the supply s ide |
and cost structure of domestic products: Without 1nvolv1ng‘
a reduction lﬁ"thé size of the domestic market. On "the other
hand, though protection tends to reduce the size of the
"domestic market in the sense that it leads to higher domestic

prices, it allows domestic industries to earn profits in

excess of those they would have earned under free trade.h'

“r ek R
¥ NI ST

There have been exten31ve discussions in economic
literature for or against the protection of “young" 1ndus- ,
tries in a developing economy Tike that of Nigeria. The N
case for protection is now said to include. the infant B
Jndustry argument the need for revenue, the key development
_role of the industrial sector Vls-a-VlS other sectors, the
correction of factor and/or product market imperfections,
foreign exchange sav1ng, domestic employment and inducement
for_foreign investment._

But after three decades of the application of the
instruments of industrial policy.by the government, can we
correctly_say that government policies on the direction of
resources in the manufacturing industries have been effective?
Hence the central issue.of this study is the determination
of the extent to which Nigeria's industrial policies have
" affected resource allocation and.growth in the manufacturing
industries. The questions that readily come to mind from this
central issue are: |
(i) could the benefits of import substituting manufacturing

industries in Nigeria have been increased and the costs_

‘reduced?
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(ii) can’ the increasing or decreasing contribution of these .
manufacturing industries to Nigeria's economic’ growth
" ‘be attributed to 1ndustrial policies?

Thése questions are necessary not only to analyse and
explain the'benefits and costs of import substituting
manufacturing induStries, but‘also‘to consider how‘these
1ndustries could become a more effective vehicle of
economic growth in Nigeria. | |

In an ideal situation, a general equilihrium’framemork
WOuld'have:been appropriate since many combinations;of
pOllCleS are usually applled together for the same ba51c
obJective. But this would not be possible because of the
problem of limited data in most of the variables involved.
Since protection‘has been a major instrument of industrial
policies being'employed by the government, our analysis will
be limited to the‘effectiveness of goﬁernment policies with
particular reference to the use of tariff protection and
domestic resources in.selected Nigerian manufacturing
industries. The investment criteria to be used are the
Domestic Resource Cost and Effective Rate of Protection.

_ The importance of this study lies in the fact that
while'previous studies have either exclusively dwelt on
effective.rate of protection or domestic cost of foreign
exchange in the Nigerian manufacturing industries, the -
analysis of this study will be based on both, Its importance

is further increased when one realises that one of the most
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current studies “in this area had 1974 as the terminal yeaf of

its perioq of analysis. Hence .there is equally the need for

- fﬁis studtho_fill_this.existingutime gap;-~Furthermore,

most qfwthe,existihgustudieslonﬁthe;Nigerian.manuﬁacturing
industries -failed to‘recognize the fact that_prévious valges
of variables_arevimpprtant;explanatory_factorslin_mést,‘

econom ic- nelat 'ionsh;_ips‘-'—;“.»; The- pregent. study in 'I?ealj,isat;io.nl.f

of the¢£§ct-thatxecondmic“behéviour;in.any one:period,ucan;w‘

to a great extentubetdetermined by past experiences and

past patternsgof-behaviour,*infends to build infO;itsﬁg Co

,modelsnprevious;values of:-the .exogenous variables. .: .

1.23 ObJectlves of the Study

Based on the central issue earller mentloned " the |
obaectlves of this study are as fOllOWS’ AN

S (1) to appralse the forelgn:ekéhange saving or earﬁing of
~the import substituting industrialization with
-particular reference:tO“the”Nigerianvﬁanhxacturing
industreies. That is to estimate the domestic cost of
foreign ‘exchange of éctivities in the manufaéturing.

* industries and rank these industries according to the
degree of thg_estimatéd domestic cost of foreign exchange
earned or saved. )

(ii) to examine.the extent to which the tariff structure has
affected industrialization. That is to find 6ut whether
measures of tariff protection have moved the economy
towards the expected level of. industriélization as
ﬁeasuréd by import substitution and average growth

rate of ddmestic productibn.
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(iii) to_eiamihe-whether_there was,aﬁ& bias in the
manipulation of thé tariff structure againét or in .
favoqrvbf any group of industries and its implications.
That. is whether the tariff structure was used to
favour any group of indusfries or not for either

part ‘or ‘the whole’ period of analysis.

1.3:; Hypotheses

The analysis of the effectiveness of tariff protection
will be based on the_ following hypotheses: - |
(1) - that_import;:sqbatitut§on-;squsitively rélated
o V. to the net effective rate of protection. N ‘
(ii) that there is a positive and significant relationship
| between import substitution and the previous net
effective rate of protection. -
(iii) that average growth rate of domestic productiqn is posi-
| tively related fo.é changed net effective rate of

protection.

1.4: Choice of Industries and Periocd of Analysis - .

The industries to be covered in this study are those.'
manﬁfacturing food, beverages, textiles, léather'and leather“
products, wood and wood products, paper and paper products,
industrial chemicals, other chemical products, rubber
ﬁroducts, non-metal mineral products, other non-metal
mineral products, basic metal and fabricated metal products.
These industr;eg-will further be disaggregated into forty-
five. The choice of these iﬁdustries dges‘not-only lie'ih

 the fact that they cut across the three industry groups - .
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Eanéuﬁé}, 1ntermediate and capital goods industries -

their products have been subJected to varying tariff rates
:over the years. ThlS range of industries coupled with the
'varying tariff rates will not only allow for a comprehen—
sive time-series and cross-sectional analyses of the
domestic cost of foreign exchange and effective rate of
protection among the disaggregated industries, they Wlll
also permit a comparative analysis among the industry groups.
Perhaps, it is pertinent to equally nention that the choioe |
‘of industries to a large extent was - determined by the
available data." o - | -

The perdod of amalysis as indicated in the title of
the study is;ﬂ970-1985iﬂ:This,period»does not only represent
‘Nigeria's post-civil war period, but also falls within that

| of the implementation of the Second (1970-197L), Third
(1975-1980) and Fourth (1981-1985) National Development Plans
during which the government made coencerted efforts to put

the country on the path of industrialization. The
considerable economic growth of the economy and the signifie
‘cant expansion in the manufacturing and construction industr-
ies during the period notwithstanding, the economy witnessed
such problems as balance of payments deficit, inflation and
unemployment. This culminated into changes of industrial

policies, the effects of which form the core of this study.

'1,5: Organisation of the Study

This study is divided into a total of seven chapters.
After introduction which is Chapter One,'literature'review

forms Chapter Two. 'Chapter Three is the theoretical
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and methodological aspects of effective protection and
domestic resource cost. The structure of the Nigerian
manufacturing industries forms Chapter Four. While Chapter
Five is the structure of domestic cost and effective
protection in selected Nigerian manufacturing industries,
Chapter Six is the effectiveness of the tariff structure.
Summary, conclusion and policy implicatioﬁs is Chapter

Seven.,



-
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CHAPTER TWO
. LITERATURE REVIEW
2.1: Introduction

The.need;for a review of literature before the.analysis

of a reseapph.workAis¢undertaken cannot be overemphasised.

Apart.from drawing out. the relationship between the present
study and earlier works. on the. subject, it will also providef
the necessary guidelines for a systematic ‘investigation and
analysis of the present"study‘:For'the purposewqf:clarity,
this chapter will be divided into two main section$a=vTheSe'
sectionS'aﬁe: |

(1) the literature review on effective,protection; and -

4

" (2) .the. literature review on domestic resource cost.

/

2.2: Literature Review on Effective Protection
 Various measures of the level and structure of pro-
tectibn;.Both in principle and empirically, abound in economic
literature. | |
| Bérgsman and Malan1 in their study of the structure of

protection in Brazil for 1966 and 1967 used 1959 Input-
Output'table of tWenty-four industries. In the estimation
of the nominal and effectlve rates of protection for these

years, they used both the "Balassa" methgd (i.e. nontradeable

inputs treated as tradeable with zero effective protection)

~and the "Corden" method (i.e. the value-added part of non-

tradeable inputs treated as value added by the using secfor,

and the tradeable part treated as tradeable inputs with the

1. J. Bergsman and P. Malan, "The Structure of Pro-
tection in Brazil" in B. Balassa and Associates (eds),
The Structure of Protection in Developing Countries,
Baltimore, John Hopkins, 1971, pp. 103-136.
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relevant tarlffs) Their study revealed that there was a
hlgh degree of correlatlon between the ranklng of 1ndustr1es
" by nom:nal and by effectlve rates. Furthermore, that there .
was a con51derable escalatlon of the tarlff structure w1th
effectlve rates exceed:ng nomlnalrates by a w1de margln in
both 1966 and 1967 These dlfferences were largest for
perfumes and soaps, beverages, text:lles and furnlture where
tarlffs on 1nputs were relatlvely low. Among ‘the 1nd1v1dual
1ndustr1es, reductlons in nom1na1 rates were largest for
prlmary, anJmal and vegetable products, beverages, tobacco
and manufactured consumer goods in general and were smallest
for pharmaceutlcals and rubber products. Nom:nal and
effectlve rates of protection were found to -be highest on
consumer goods (nondurable as well as durable) and lowest
on agrlcultural,'maning and.energy and_transport equipment.
The construction materials, intermediate products, processed
food and machinery were between these two groups. |

Us ing the domestic input-output coefficients they
observed that.among'industry groups,  apart from alcoholio_
beverages and tobacco, non—durable.consumer goods and -durable -
consumer goods were the most highly protected. Their net
-effective~rates in 1967 averaged 76 percent, with 46 percent
on intermedijate products, uO percent on machinery and
slightly over 20 percent on processed food and construction
materials., According to them this range would have further
widened if free trade coefficients were used.

- Generally the study~showed that the structure of

protection in Brazil strongly favoured production for the
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domeStic“market'and discriminated against exports during the
post war'period. In the'eﬁaiuafion'of the system.of |
protection, they were atruok by fhe fact that the greatest
protectlon was provided for the establashed, mature 1ndustr1es
where lnfant Jndustry argument did net apply. Furthermore,
that protectlon appeared to have been excessive in a number

of Jndustrles produ01ng 1ntermedlate products and capltal

- goods. ,

In ﬁhe‘Studi of the structure of protection in Chile
for 1961, Jeanneret® used the Chilean Input-Output table of
i sectors‘(28 of'Whichpproduced'goods that can be traded
internationally.ahd'QS of which produced non-tradeable goods).
After classifying the sectors which produced .goods‘ that can
be traded into export Jndustrles, import competing 1ndustr1es
and non-lmport competlng Jndustrles, effective rates of
protection were estlmated us ing both Balassa and Corden
methode. With the necessary adaustments in prices and the
classification of the 1tems and also taxes, the results
: obtalned,onder the two methods showed small differences..

| The range of variation ih nohinal and effective rates,
as well as the rescalafion of the struoture of protection
were generally greater for non-import-competing industries
than for those competing with imports,‘though with few
instances of low protection and reverse escalation within
this group. Furthermore,the~averages of nomiaal protection

in both impOrt4oompeting,industries and.non-import competing

2. T. Jeanneret, "The Structure of Protection in Chile",
in B. Balassa and Associates (eds.), op. cit., pp-.137—168-
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1ndustr1es were lower than the averages of effective
protection."

According to Jeanneret, the adJustment for overvaluation
altered the results for Chile to a cons1derable extent. Thus -
the average net effective rate of protection was highest for.
_the non-import competing industries and lowest for the export
industries, with the import competing industries between.
From the study, it became apparent that the structure of
protection in Chile entailed a substantial degree of
discrimination among economic activities, against exporting
as well as against imports. Among manufacturing industries,
-the protective measures applied favoured import substitution ‘
against potential new exports. And,Withzn the limits of the
‘small domestic market, import substitution had become
increas ingly difﬁicult.as Chilefmoved_from nonadurable ’
consumer goods to . durable goods. and.to intermediate products.
in addition.,discrjnination against exports had not allowed
rapid growth of export earnings,»thereby limiting the
expans ion of import capacity - which in turn had led to.
recurrent balance of payments-crises, increased import'
restrictions and slow-growth of the Chilean economy. Thus
improvements in Chile's growth performance would require
radical changes in the structure of protection such as
reduction_in the discrimination among economic activities,
improve the relative position oi manufactured exports'and
greater competition in manufacturing industries.:

Bueno3 in the study of the‘structure_of protection in-

3. G. Bueno,‘“The Structure of Protection in Mexico".
in B. Balassa and Associates (ed. ) op. cit., pp. "169-202.



Mexico for 1960 used the anut-output table of Mex1co for
1960. Reallslng the fact that the assumptlon, of domestlc
~priees equal the sum of world market prlces and the tariff,
cannot be made in a éouhtry 1like Mexico because of other
quentitative'meesures;'a new‘dimension was introduced to the
measurement of effectife profectibh.' This was the estimation
of nominal Jmpllclt protectlon, whlch is a measure of |
effective protectlon from dlrect prlce observatlons.'
The £ :Lndmgs of the study were that- |
(i) there. was. relatlvely small correspondence between
" the levels of nomlnal and effectlve protectlon
lrrespectlve of whether calculatlons were made
'from tariff observations or from price comparisons.
In general,:implicif protectiah was gfeaﬁer than.
.tariff<protection for import competing induetries
_but less for non-lmport competing  and export
1ndustr1es, |
(id) whether we éonsidered tariff'or implicit protectioh,
ithere was a large'diverSity‘of both nominal and
~effective rate ef protection, which could beh
greater with the use of tariffs, because of the lack
of a consistent set of criteria in Setting tariff .
rates; |
(iii) nominal rates of protection were lower than
.~ effective rates of protection on manufactured goods
‘but higher on primary products. These results
reflected the effects of escaiation in nominal

tariffs from lower to higher degree of fabrication.

However, in the manufacturing section, effective
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Ar.a‘tes of ;')rotect'io'n did not rise with the degree of
fabrlcatlon except for consumer durables-‘
B (iv) the estlmates of net nomlnal and net effectlve pro-
J . tection 1ndlcated that there was a sllght dlscrimi-
h-natlon agalnst prlmary commodltles. Among
!manufacturlng act1v1t1es, export 1ndustr1es seemed
.‘to have a small net protectlon. The net effectlve
'.Uprotectlon of Jmport—competlng goods greatly
‘ exceeded that of non-lmport competlng goods andi
lf(v)ﬂnet effectlve protectlon is on the average ‘lower than
o that in most other countrles. | lqd R
For a successful growth of Mex1co S economy, Bueno
advocated for both short-term and- long-term pollcy changes.
Powerh‘analysed the structure of protection for AS
Malays;an 1ndustr1es for the years 1963 and 1965 using the
data of the census of manufacturlng. L ike the studles on .
Bra211 and Chile reviewed above, the differences in the
results of the est;mates of effective protection using both
Balassa and Corden methods were small. The range - of nominal
and effective rates were equallj wide. - |
| Apart from beverages and tobacco, there appeared to
have been little changes in the average rates of protection-
nominal and effective - for the major product categories
between 1963 and 1965. When the average protection of the
principal sectors were considered, little evidence of bias

in the structure of protection in favour of manufacturing

4. J. H. Power, "The Structure of Protection in West
Malaysia" in B. Balassa and Associates (eds.) op. cit.,
PP. 203-222.
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industries'was?found.:'This picture accordjng to the study
changed‘when-estimates were'made‘by the‘use of free trader
-coefficients. These differences were explajhed hy the
_large welght glven to export industries in calculatlons made
by domestic coefflclents.qﬂu - |

1n summary, Power stated that though 1t appeared the
-system of protectlon in’ Malaysna dlscrlmnnated agalnst
: prlmary, as well as agalnst manufactured exports and |
favoured 1mport substltutlon in manufacturlng, the biases
were of lesser magnltude than those of most developlng
’ countrles. Furthermore that the mmport substltutlon had - not
yet begahito approach the'llmnts of the domestlc market in
cohsumerféoods,, ' _ror__.mw.ug.”fmﬂ.W4. |

1nhanotherfstudyfhwaouers;oh;Phdliﬁhine, usihg ”
the inputeoutput~data‘for uanufaoturing got from 1965 survey
of manufabturiné‘ih'Phi;iﬁpine;“fdhddhgs'Similar to ‘those of
Malaysia were arrived at. Conclud;ng, Power, recommended
_.that the bias against backward integration should be removed
by moving the tariff system towards general uniformity of |
’rates. Furthermore, that the bias against exports should be
made to disappear through the provision of subsidies to
exports to match the uniform tariff.

Lewis and Guisingerﬁvin a study on Pakistan used 32
industries for the fiscal year 1963/6l4. Alse using Balassa
and Corden approaches, they arrived at the follewing major_

conclus ions:

5. J. H. Power, "The Structure of Preotection in Philli-
pines" in B. Balassa and Associates, (eds.) op. cit.,
Pp. 261 -287 [

6. S. R. Lewis and S. E, Guisinger, "The Structure of
Protection in Pakistan" in B. Balassa and Assoc iates, (eds.)
ops cit., pp. 223-260 .



(1)

(1i)

(iid)

(iv)

(v)

(vi)

in the presence of import licensing or qualita-

‘tive restrictions tariffs were a peor guide to

the relative ﬁrice'Structure;

the ranking of industry by nominal implicit

- protection, defined as the percentage difference

between domestic. and world:market“prices;wddffers
coﬁeideraolyﬁfrohirénkihgybyfeffeotivevrates of
protection. The differences. were greater for

-intermediéteﬁproducte‘at 1ower, as well as at

. higherﬁiéteis'ofxfabriCation and also for

Gonsumer goods;

the effective rate of protection to export |
1ndustr1es in the manufacturing sector was o
generally quite hlgh in Pakistan;

the rénkiﬁg‘oflﬁajor industry groups by effective .
rates cf protection were much the same irrespective
of whether estimates were made by the use of
domestic or free trade coefficients;

the distertions in domestic relative prices
introduced by multiple exchange rate systems and
quantitative import restrictions, could become so
severe as to make processes of production
privately profitable in the country when they
would not be adopted by a firm facing world market
prices; and like some stud ies reviewed above ;
there was a considerable degree of.discrimination
in favour of manufectured goods and against

egriculture; and
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(vii) nenufecturiné}'food processing and consumer’
o durablesruére”tﬁe}most.highly protected,
.'followed by intermediate products at higher
‘levels of fabrication and beverages and tobacco.
The study when closely observed ‘could be seen to have
concentrated mainly en Pakistan's manufacturing sector which
was heaVily subsidized relative ‘to the agriculture.
| | As for why Pakistan did not run into ser ious trouble
rfrom her protectionist policies by the mid-sixties, they |
advanced the following reason3°’ - ' -
) (i) "the available potential for import substitution
" due to rising incomes, B |
.(ii) the shifting of subSidies from import substitutes
| toexports; amd o
(iii) -an accelerated inflow of foreign aid at the time
when the problems assoc iated with import substitu-
tion were about to set in. '

7 in their study of the structure of

Balassa and Munthe
protection‘in Norway estimated the nominal and effective
rates of protection for 52 Norwegian industries; of'wbich
seven were in the primary.andpthe remaining 45 in the
vmanufacturing category. While implicit tariffs were
calculated for the major agricultural'products,Vnominal
tariffs were utilized for all other products.A Most of their
findings were similar to those of thé_studies reviewed above,

Apart from this, they observed that the liberal trade

policy adopted by Norway. had beneficial effects on the

7. 'B. Balassa and P Munthe, "The Structure of ‘
Protection in Norway" in B. Balassa and Associates, (eds )
Op. CJ.t., ppl 8 -3 2 ’
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development of an efficient manufécturing sector. The result
of-this was the rapid growth of manufacturing industries
.characterised by an export orientation coupled with a shift
- towards industries with a high skilléd-labour reqqirementé
as well as a higher level of processing. Thus, the
Nbrwegian economy testified to the possibilities of expanding
manufacturing industries behind low trade barriers in semi- |
industrial countries. This according to them has implications
for developing countries that have already built a |
- manufacturAing balse. . . |

‘Oyejide8 in his study of the protectiveness of the
.tariff structure and the effectiveness of . tariff protection
on the Nigerian economy used the input-output structure of
1959/60. Thirteen sectors which relate to manufacturing
industries out of the twenty sectors contained in the ori-
ginal table formed the basis of the estimation of measures of
protection for 1957, 1962 and 1967. To give further details,
these .thirteen sectors were broken down into forty-two.
| According to OyeJjide, the distinctive characteristic.of
the ﬁariff in 1957 ﬁas thé low level of nominal rates oh mbst
imported commodities. At that time, the aim of tariff policy
was primarily to increase Federal Revenuey By 1962, nominal
rates on mos:it’ commodities had started rising.. This rising
trend was confirmed in 1967. The schedules of effectivé
rates of protection for 1957, 1962 and 1967, generally:.showed
wider variations than those of the nominal rates. Like the

nominal rates, they equally exhibited a rising trend from

8. T. A. Oyejide, Tariff Policy and Industrialisation
in Nigeria, lbadan, lbadan University, press, 1975.
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_1957 to 1967. -Negative effect rates of protection were
'estimated with respect to fourteen commodities in only 1957.

| In the estimation of net nominal .and net effective |
rates of protection fer the period, he observed that the
range for the nominal and net nominal rates of protection
remalned the same, with the estimates of the net nominal
_raxes of:; protectlon,reflectang -a downward adjustment.:. In the.
v'same.wayﬂ that. the estamates of net: effectivewratesaoﬂ Llaee
protection paralleledrthosezoﬁ.effectiveAmateSJQf preteciion
fortheythree jyears.by a factor adjustment. |
cuu~ﬁglq¢hﬁsmstudy%nthemhighestudegreesaof‘esca&a¢&Dn£Weme=
es¢ima¢edyfpraﬂimeﬁgommodibies‘1gWoodwppoduqtsgpfurnmturd,i
tyres and tubes and non-electrical machinery in 1957, none in.
1962 and'only one - printing and publishing. - iﬁ,1967.
Negative degrees of escalation were_estimated for 19 commodi-
ties in 1957, 26 commod ities in 1962 ahd only one commodity
in 1967. This pattern.éould be attributed to the haphazard
mannef in which the'tafiff structure was being transformed
from the revenue generating functioh to that of infant-

- industry proféction. o | _

Like some of the studies reviewed above, the average
nominal rate.ef protection'for consumer goods industries}was -
highef than those of intermediate goods industries and'capital
'goods in&ustries for theathree years. This was equaliy the
case with average effective rates of protection. The tariffl
structure in fact gave relatively more protection and
encouragement to the domestic produqtiohfof consumer goods.

The bias was clearly in favour of consufier goods industries
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and a few SJmple, assembly-type operations w1th1n the o

‘ _1ntermediate goods and the capital goods sectors.

o ln the aspect of the effectiveness of tariff protection,

i

the study examined the relationship between changes in domestic
| production of manufactured goods and the policy changes that '

1nfluence them. ln other words, it related the changes in

domestic industrial production to changes in somewmeasures of

ANy

tariff protection.p The general results of the regress1on -

analysis indicated that tariff protection was a relatively

\

more important factor that influenced the domestic production

.'

of manufactured goods in 1967 than in either 1957 or 1962.

L
1’\'»-«

Depending on the Jndex used for industrial development, the

g [

;,_,‘.' n 5 Yy 1{ l w3 A

‘ results showed that the measure of tariff protection could

AN T R 8 T e oy e S e N

in»the index over the peraod 1957-1967a ’Based on”the value
of the R , tariff protection was apprex1mate1y twice" as
"effective" in 1962-1967 period as in 1957-62 period. The
results of the regression analysis equally indicated that the
bias of the tariff structure was in favour of consumer goods
vindustries but with a declining trend frem 1957 te 1967 as the
use of tariff protection widened to cover more categories of
manufactured products. _ | , |

| . Another study on the Nigerian economy, of pelicy changes
was carried out by Oyelabi.9 Equally using the input-output
table of the Nigerian econemy for 1959/60, he estimated the
measure&nof"protectionifor“1gﬁa§hﬂgégrandi1979;;wdthamost of

9. J. A. Oyelabi, Tariffs,
Pretectien and the Structure: el
an’ L QSO_ L] sy 9. '

Demestic Prices Effective
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the findings SJmilar to those of the study of Oyejide.10“

On the role of tariffs in’ stimulating industrial growth, his

StUdY showed that of effective rates ‘generally higher than that of
'ncminal rates.f Furthermere, that the impesition ef other
indirect taxes ‘on domestically produced geods reduced the ,
effective pretection enjoyed by the relevant industries. The
neminal rates of tariff indicated a semewhat different o

e

industrial resource allocation from that ef estimated

effective rates. Using a nen-parametric test Oyelabihdis-
VoLiL e
covered that effective rates did not seem to be significantly
: f..‘
cerrelated With certain possible pclicy criteria such as

productiv ity ’ labour intens 1veness and N 1ger 1an isat ien .
Cacis.  mmel. o
Finally, that the strucﬂure of effective rates did notwghow

that a- high premium was placed en potential foreign—exchange
earning industries. He suggested that the lack’of’ builtdin
incent ives to export~industriesi:n-the Nigerian tariff
structure was a weakness‘that needed to be corrected if
manufactured exports are'to developed.

Alade11 12

13

us ing the metheodology of Cerden and Balassa
and other similar procedures in the literature derived the for-
mulaemd estimated the effective rate of protection for the
years 1957, 1965 and 1974. His study like ethers based on

the Nigerian economy, used the 1959/60 input-output table

in its estimation. The thirteen sectors which form the

10. T. A. Oyejide, op. cit.
1M1. J. A Alade, Trade, Indu

. strial Protectionism, and
Structure Change in Nigeria's Manufactur ing Jnqustry: #957-
Unpublished Doctor of Philosephy Dissertation,
University of Utah), 1981, :

12. W. M. Corden, The Theory of Protection, London,
Oxford University Press, 1977. P

13. B. Balassa and Associates, op. c1t..
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manufacturing section were broken down into 39. Examining

the tariff structure within the framework of the input-output

‘system, he arrived at a host of findings some of which are

similar to those of earlier rev1ewed»stud1es. Among these

are:

(1)

CGn

that the system of protection gave rise to
differential rates of protection among manufac-

turing industries and that the structure of

- protection resulting from these differential

' rates was clearly biased more in favour of

"final consumer goods production for the home

‘;'market as against intermediate and capltal goods

as well ‘as export expansion°

that the system of protection has been found to

-A;lencourage imports of 1ntermediate inputs and capital

(iii)

goods and also the substitution for imports of
products at tbe final stage of processing; and .
that the contribution of protection to structural
changes in the manufacturing sector -in Nigeria was
more'apparent in the consumer goods sector and a
few other intermediate products at higher levels

fabrication.

Hitris'* in her study tried to provide empirical

evidence on the relationship between market structure and

the degree of foreign competition as represented by effective

protection and profit margins in the United Kingdom's

.

T. Hitris, "Effective Protection and Economic

Performance in U.K. Manufacturing lndustry, 1963 and 1968",

The Economic Journal Vol. 88, March, 1978, pp. 107=-120.



:mahufaotﬁrdhg"industriesi ‘fheihotelty of her findings was the
evidence:ofﬁthe'influenoe‘OTheffeotive"broteotionton prof it
‘margins. The ‘res'wult ‘supported the hypothesis that éffective
protectlon from lmport competltion allows ‘domestic 1ndustr1es
“to earn proflts in excess of those they would have earned
under free trade. Consequently, that effectlve protectlon
can be used successfully as an Jnstrument for controlllng )
the degree of forelgn competltlon in the domestlc market.

15

Krueger evaluated the economlc costs of the Turklsh‘”

exchange control system.' The emplrlcal work was based on

,perary data gathered 1n 1965 for a* relatlvely small sample
of Turklsh manufacturlng flrms. Herwanvestlvatlon revealed
that there‘was“l;ttleidghhtfthatﬁiurknsh;trade;pollo;es B
remoted'GﬁrtQalliwall:thexihéentives§$0rfthe‘potehtial
export firms, andlthat manufacturing firms with ekport
potential find the home market considerably more profitable-
than exporting. |

Grubel and Johnson16 in an attempt to contribute to the'
stook of knowledge about effeotive‘proteotion exam ined the
tariff structures of the individual common market countries
in 1959, using input—odtput tables to estimate effective

protection rates. The novelty of the study'was a theoretical -

analysis and a set of empirical measurements of the influence

15. A. O. Krueger, "Some economic costs of exchange
control; The Turkish case", Journal of Political kconomy,
Vol. LXXIV, October, 1966, pp. L460-480.

r 16. H. G. Grubel and H. G. Johnson, "Nominal Tariffs,
Indirect Taxes and Effective Rates of Protection: The Common
Market Countries: 1959". Economic Journal, Vol. 77, '

December, 1967, pp. 761-=7/6.




of excise takés‘bn“fhé'préfécﬁﬁiéfsirqcfuré. .fheir“major
finding was"that;‘the'interaotion offexcise'taxes-payaole by,r
domestic'and“foreign‘producers aiike uith'tariffs payable
only by forelgn producers, had a signlflcant effect in reduc-
ing computed effectlve protection rates below what they~would
be, given the same’ nominal tarlff rates,'ln the absence of
- excise taxes. AThls flndzng serves as a cautlon that,
restraint should be exerc1sed 1n the estlmation of effectlve
protection rates from input-output coeff101ents and nomlnal
tariff rates alone. Furthermore, they presented some
calculatlons on the sen51tiv1ty of thelr results to across-
the board changes in nomlnal tarlff rates whlch suggest that
o (1) :the 1nev1table ‘errors assoc1ated w1th.aggregat10n
‘of 1ndustries and nomlnal tarlff rates were likely
afu; to be much more ser;ous for some countrles than for .
.ﬁothers, Jn a manner associated with the structure
of both tariff and exc ise taxes, but most
importantly excise taxes; and
(ii) both theoretical and “empirical analysis of
o | protectlon and the negotiation of tariff changes
had to take account of the interaction of exc ise
tax systems with tarlff structures.

Balassa17

in an international comparisen study,
calculated the effective tariffs for the United States, the
European Common Market, the United Kingdom, Sweden and Japan.

His investigation was limited to manufactured products with

. 17. Ba Balassa, "Tar iff Protection in Industrial :
Countries: An Evaluation", Journal of Political Economy, Vol.
. LXXI111, December, 1965, pp. L73-594.




raw-materials be ing -cons idered. only as -inputs. . With'few
exceptions;:he~found"that efféctive‘rates were higher thén‘
nominal: rates. Among his. countries -0f.study,- a- broad.
similar ity existed according to,theirweffecxive duties. . -
Furthermbre;:while=effective;duties;werevhighvbn;cénsumer'.
Agoods;;theyzwgre‘generally lowgon;intermediate,produéts that
utilized specific~input§:in;theirxmanufacturesm~ A comparison
of the tariff averages among.the countries;showed-that:th
overall average of neminal as-well.as that: of. effective

' duties_wasqhighest:in;Japancand“léwest:in Sweden with the
other countries occupying thévmiddle_ground;

. o i

2.3:'Litefaturé'ﬁeiiéﬁﬁdn béﬂéétib“ﬁﬁéburdeléost

" Studies on the theoretical and empirical aspect of -
f Domestlc Resource Cost are relatively very few. Thzs has
Jnformed the ‘brief nature “of this section. .

One of the earliest studies of the Domestic Resohrce

Cost was that by Olopoenia.18

In this study, he developed a
fationalncriterién on the basis of econoemic efficiency for the
vselection of'projects for ihclusibn in an industrialisation
.stra%egy for the developing ceuntries. He showed that the
criteria commonly used for the seleétion of industrial
projects in the'developing countries has failed to rank
industries, the way they were ranked using the domestic

resourcé cost criterion. Concluding, he stated that those

"traditional" approaches to the ranking of projects were

18. R. A. Olopoenia, "The Domestic Cost of Foreign
Exchange as a criterion of selecting Projects for Industriali-

sation Programmes", Nigerian Journal of Economic and Socijal
Studies, Vol. 18 No. 5 1976, pp. 261-283.
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11kely to lead to resource misallocation and therefore

retardation of the economies of developing countries.

119

Osagie and Oyelab in their study on the Nigerian

economy explored the validity of the argument that import- .

substitution would result in net sav;ng of foreign exchange.

They developed a model which helped to measure the gross -

sav;ng of foreign exchange resulting from domestic production,.

as well as’ increased expenditure of foreign exchange on the

importation lof machinery, industrial raw materials and other

inputs necessitated by increased domestic manufacturing. *1n

their calculation of the'net foredgn exchange sav:ng orx
otherwise of import-substitution for the Nigerian economy in

-1970 they identified the industries that were ‘net users of

foreign exchange.“,These industries, ten in number, were
_heavy users of exportable domestic inputs and intensive users
of impoerted raw materials and components. In their conclu-
sion,.they}remarked that'the'mere fact, of an industry being
a net‘user of foreign exchange did not imply that it is
socially undesirable. Likewise, that an industry which is a |
'net saver of foreign exchange does not necessarily indicate
that it is profitable to the society. That, it is enly

under conditions where an industry is both a saver of foreign
exchange and the opportunity cost of domestic resources used
up in the process of import substitution is lower than the

social value of foreign exchange saved, can it rightly be

said that an industry'is socially beneficial.

19. Lk, Osagie and J. A. Oyelabi, "Net Foreign Exchange
Cost of Manufacturing Industries in Nigeria", The Economic
Bulletin of Ghana, Vol. L4, No. 2, 1974, pp. 36-L5.




. CHAPTER THREE

_nﬂTHEORETICAL “AND METHODOLOGICAL ASPECTS OF
EFFECTIVE PROTECTlON AND DOMLSTIC RESOURCE .COST

3.1: Introduction

- .The chapter‘starisiwithzthe definition:ofosome key
concepts in, this study. The objective :is- to give .some
insight into. the meaning of these concepts so as to enhance.-
the easy comprehension of the: work, Consequently, terms:

. .

such as’ Protection and Domestic Résource Cost (DRC) Have
~ been briefly explained before delving into the_theoretical

an&'methoaoioéiosimissﬁeswof'%hé study.

. Perhaps 1t is worth mentlonlng that two basic
'approaches have been adopted 1n the area of methodology.

The flrst of these deals malnly w1th the evaluation of Dome-

- stilc Resource Cost of,Foreign.Exchange and Effective

- Protection in the Nigerian Manufacturing Industries. These
evaluations have been based on the formulae of . Domestic
Resource Cost and Effective Protection respectively
credited to Krueger anq Corden and Baiassa,1 which are
stated in this chapter. The second.approach is the formula-
tion and estimation of models on the hypotheses stated in
chaoter one, to analyse the effeotiveness of the tariff

structure,

1, See A. O, Krueger, "Evaluating Restrictionist
Trade Regimes: Theory and Measurement", Journal of Political
Econom%, Vol. LXXX, January/February, 1972, pp. 48=02;
W. M, Corden, "The Structure of Tariff System and Effective
Protective Rate", The Journal of Political Economy; Vol,. -
LXIV, June 1966, pp. 221~-237; B. Balassa and Associates,
The Structure of Protection in Developing Countries, Baltlmore,
John Hopkins Press, 1971.
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3,28 Definition,of Concepts

Protection: By protection we‘ﬁeen those policies that
‘creaté a divergence between the relative ﬁfioes of
commodities-to'domestic consumers and producers and their
relative prices in the worldimarket;?‘oln'other words,
protection as generally used does not only refer to'tariff
on imports*buf also include policies such as import
réstriction, exchange-controls and multiple exchange
rafes.that-raise~ther§rioe:reoeiVed by domestic prodocers
above World market prlce.

Four dlstlnct va21ants of protectlon are
d:v.scernable.3 These are the Nomlnal Rate of Protection

(NRP), Effectlve Rate of Protection (ERP), Net Effective
Rate of Protectlon (NERP) and Total Protectlon (TP)

Nominal Rate of Protectlon (NRP) Thls is defined as the

 percentage excess of domestic price over the world market
price resulting from the application of protective
measur"es.4 In other words, it ie the percentage excess of
the domestic price over the world marketlprice that would
have obtained if protective measures had not been
applied.S. |

Effective Rate of Protection (ERP): Effective Rate of

Protection which is a relatively new concept,in economic

: 2. See H. G. Johnson, Aspects of the Theory of " % o
Tarif:e,-London, George Allen and Unwin Ltd., 1971, p. 121.

3, W. M. Corden, op. 01t., pp. 225=226,
L, B, Balassa and Associates, op. cit., p. &.

- 5, J. A, Alade, ‘Trade, Industrial Protectionism and
Structural Change in Nigeria's Manufacturing Industries:
1957-1975, ZUnpubllshed Ph,D, Dissertation, Unlversity of
Utah), 1981, p. 170.




a3 -

literature is defined as the percentage excess of
domestic. value added-obtained by the- impos1tion ‘of - tariffs
'and ‘other protective messures on thé prodict and' its' '
inputs over world market’value-added.® ‘That is, the'""
percentage»increasewin*valuefaddedﬁper unit'in-an economic
activityﬁﬁadeﬁpossibie by the tariff structure relative
to the situation in the ‘absefics Of tariffs but with'the

. same éxchange rate.l T '

" - Effective Rate -of érotéction+is~duite distinct from

Nominal ‘Rate” of Protection‘because while the latter’“““”“t”‘

e RS

pertains to the product and affects consumers decisions,

the former indicates the Joint effects ‘on the processing

activity of tariffs on the product and its inputs thereby
influencing the producer's choice,

Net Effective, Rate. of Protection (NERP): This is that

measure of Effective Rate of Protection that makes some
adjustments for the extent of overvaluation of the domestic

'currency as compared to the free trade situation.

Total Protection (TP): Total Protection is said to have

occurred if the net result of the protective structure
combined with the‘appropriate exchange rate adjustment

is to raise value added in that activity. -

6, B. Balassa and Associates, op. cit., De 4.

7. W. M, Corden, op. cit. p. 222,
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Domestic Resource Cost (DRC) Domestic Resource Cost

relates to ‘a measure of real opportunity cost in terms of
Atotal domestio resources, of producing (or sav1ng) a

net marginal unit of foreign exchange.8 In other words,
it is the domestic cost of produCing exhorts and 1mport

’ substitutes per unit of foreign exchange respectively _
earned or saved, after correcting for all price distortions

.and5nettingm out’ taxes and snbsidies,Q,

3.3: - Effective Protection

3:3:1 Theoretical Note

. The Justification for protection is: assoc1ated w1th
the now. very familiar "infant 1ndustry" argument which rests
on “the fact that a- new industry ‘has a- poor chance of
“surviving and growing to maturity because of its likely
cost of production, Furthermore, thatithe well established
and,nore matured foreign industries will use their cost
advantage and undersell the infant industry in its home
market, This culninated into the advocacy of temporary
protection for,the infant industry so as to be able to over-
come these_initial disadvantages,‘with the-hope that in no
distant future, it will_be able to withstand exposure

to competition without further assistance and reap economies

8. M, Bruno, "Domestic Resource Costs and Effective
Protection: Classification and Synthesis", The Journal of
Political Economy, Vol. LXXX January/February 1972, p. 15,

9. G. G. Johnson, Formulation of Exchange Rate
Policies in Adjustment Programs, Washington, International
Monetary Fund, August, 1985, Occasional Paper No. 36.




of scale,' Hence, to the developlng countrles, espe01ally‘
those experlen01ng a sav1ng-1nvestment constralnts, tartff
"protectlon was seen as an inev1table ch01ce.

. The concern of lnternatlonal Trade Spe01allsts w1th 1-
the theoretlcal analys1s and practlcal measurement of
tariff~protection gavé'hirth to.the_deuelopnent and
appllcatlon of new concept - the concept of - effectlve
protectlon or 1mp1101t protectlon or’ protectlon of - valueij
added, - | . .- '

_This concept:andeitswﬁeasurenent~often cailed

‘"tarlff structure" are prlmarlly connected w1th the names -
of Barber, Corden, Johnson, Basev1 and Balassa, among

h_ IM
10 The 1ntroductlon of Effectlve Protectlon

others.
accordlng to- Johnson, 1S«due to the recognltlon of the

fact that an industrial society, 'is not only a complex of
economic processes, each of which uses as.inputs the
products of other processes, but_also produces outputs that
in part serve as inputs into other processes.11 The

" interest in this policy which at a point in time was at its

o

10, See C, L. Barber, "Canadian Tariff Pollcy"
Canadian Journal of Economics and Political Science, Vol,
XXI, No. 4, November 1955, ppb 13-530; W, M. Corden, "The
Tariff" in A. Hunter (ed.) The. Economics of Australian
Industry, Melbourne, Melbourne University Press, 1903,

PPe. 2-163 H. G’ JOhnson, OPe. Cit., PPe. 307"330 Go
Basevi, "The United States Tariff Structure: Estlmates of
Effective Rates of Protection of United States' Industries.
and Industrial Labour", Review of Economics and Statistics,
Vol, 48, 1966, pp. 147-160; B. Balassa, "Tariff Protection
in Industrial Countries: An Evaluation", Journal of Poli-
tical Economy, Vol., IXXIII, December, 1965, PP. 573-594,

11. H. G. Johnson, "The Theory of Effective Protection
and Preferences", Economica, Vol. 36, 1969, p. 120.



lowest ebb was later rev1ved due to ‘some developments;12

o The Theory of Protection has recently made
'con51derable advances on both the welfare (normatlve) and
-the pos1t1ve facets. Whlle the welfare facet is concerned
- with the argument for protectlon and the,des1rab111ty of a
partlcular type of protectlve structure;‘the positlve
facet focusses 1ts attention on the extent of trade

1ntervent10n and the effects of . the struoture of protectlon

upon the pattern of resource allocatlon.'

Normatlve Facet' _ Contemporary arguments for tarlff in

developing countrles can be categorised into two o i e.

'theueconpmicgand-the7nengeconomic-arguments, f’;*"'r“ lf
The.economic-egguments for protection have been

13

summarized into two main principles, These arguments
are those‘that recommend the_tariff as a means of
increasing real output or real income above what it
otherwise'would be. Among these are the traditional infant-
industry argument, terms of trade (optimum tariff) |
argument and the "new argument", The "new arguments"

are those derived from,the assumed existence of external

economies in manufacturing industry, and those derived from

12, For an elaboration of these developments,
see H, G. Johnson, op. cit., p. j19.

13, For the statement and elaboration of these
principles, see J. Bhagwati and V., K. Ramaswami,
"Domestic Distortions, Tariffs and the Theory of Optimum

. Subsidy", Journal of Political Economy, Vol. LXXI, No. 1,
FEbmarY’ T_963’ ‘PPe.. 44-50o .
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alleged distortions in the labour markets, which produce

a disequilibrium, characterised by an excess of the

.marginal product of 1gbour_in industry over its marginal
product in agriculture.14 o | ‘

Non—economic arguments see protection as a means of
achieVing obJectives with respect to the structure and
compOSition of output that are- desired not as a means of
increaSing real income, but ‘for their own sake.' Two‘
-categories of these arguments are identifiable. These are
those that identify economic development With industrializa-
tion and those that identify economic development with self
sufficiency.1§3 e TN ' o o

The characteristic- that makes:- non-economic arguments
distinct from economic aréuments is that they involve the
preparedness to forego potential real income for other
objectives of national policy. |

The'inherent danger in the pursuit of restrictive
trade'policy for the purpose of rapid industrialization in
developing countries has received considerable_attention in
recent years. |

It is a familiar proposition that the imposition of

some,level of tariff can raise a country's real income by

14, This argument comes in two variants, For an
explanation of the variants, see H. G, Johnson,
of the Theory of Tariffs, Londong George Allen and Unwin

15, For an elaborate explanation, see H. G.
Johnson, op. Cit., pp. 93-95.
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'1mprov1ng 1ts terms of trade. ThlS argument is usually
demonstrated by the means of a two-product two-factor and
jtwo-country mode1.16' But Gruen .and Corden u51ng a three- )
product,” three-factor and certain factor-intensity oonditions
for a péfticular world;’demonstrated'thataa tariff.may
worsen the terms of trade"by léading to increased
productlon ‘of one of the export products.17

- The dlstortlons created by protectlon in the-'E
exploitatlon of comparatlve advantage and hence, in the
allocatlon of resources and pattern of trade, form the
concern of the central argument against 1t.18 ' Protection
involves both the static (Allocative) cost. and Dynamic.
'cost to. the natlonal economy._ Dlstortions in the relatlve
prices of inputs and - oﬁtputs -due 6 “the” imp051tion of -
protectlve measurea result in inefficiencies of resource
allocation which entails a static. cost for the nationai
economy. Protection ohstructs intra-industry speeialisation

~and participation in the international division of. the

production process. The emerging reduced extent of inter-

©

16, See H. G, Johnson, International Trade and
Economic Growth, London, George Allen and Unwin, 1958.

: 17. For further explanation, see F, H, Gruen and W, M,
Corden, "A Tariff that worsens the Terms of Trade' in
I. A. McDougall and R. H. Snape (eds.), Studies in
International Economlcs Amsterdam, North Holland, 1971,
ppo 55"580

18, See, for example, J. N. Bhagwatl, "The Genera-
lized Theory of Distortions and Welfare" in J. N,
Bhagwati, R. W. Jones and R, A. Mundell (eds.), Trade,~
Balance of Payments and Growth: Papers in Honour of Charles

P, Klndleberger, Amsterdam, North-Holland Publishlng Company,
971, pp. ©9-90
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lndustry spe01allsation 1nvolves both a consumptlon and
productlon cost.19 )
‘The Mill-Bastahle:teetzo-of'ihfant-ihdustry

protection atates.that an inthtry-should be protected if
the cost of productionﬁoan-he recohped ds a result of
pfoduotiﬁity'improvements oVer.time.21' But the practice in
the develoPing‘counbries whereby there is continuous ‘ |

protection of hlgh cost 1ndustr1es that cannot

test but is also an act ‘of 1neff1c1ent resource use, This
1nvolves a dynamlc cost to the national economy in. the w:
form of 0pportun1t1es foregone for 1mprovements in
_productivity. _

The high coSts and prices of highly protected
manufacturing industries tend to limit domestic markets,
The implication of thls 1s that opportunltles for exploiting
economies of scale in these industries are limited and
consequently the potential for industrial growth by

raising the costs of backward. integration. into inter-

19. B. Balassa and Associates, op. cit.,'pp. 72=T73.

20, M. C. Kemp, "The Mill-Bastable Infant Industry
Dogma", Journal of Political Economy, Vol. LXVIII
February, 1960, pp. b5-67.

21, Product1v1ty growth is defined here as the ratio
of increases in output to increases in the comblned inputs
of the primary factors of production,
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22

mediate and'éapital goods. ‘High levels of protection -
maY”adverseiy‘affect'eeonomie growth, tUnless protection
.leads to increases in profits that are in turn reinvested
the static cost of protectlon due to inefficiencies in-
resource allocation reduces the amount available for =
investment.zy o -

" As a result of" critiCisms leVied against

protectionist policy, there was the emergence of

lternative theoretical prop051tions. One of these is the

advocacy for a direjt;subsidy to labour training as a L
"first-best" alternative to fﬁ:iff.23 Similarly, Little, .
et al have also argued for the promotion of, rather than
protection of industries 1n developing countries.zgffﬁuu_
However, due to the desire by the developing

—.countries to get industrialised within the shortest
possible time and the nature of international econony, sone
protective measures for the infant industry cannot but be
seen as an inevitable choice. What is without dispute is

that extreme ¢aution is the watchword in the implementation

of these measures if a- healthy economy is to be sustained,

22, J. A, Alade, op. cit., pp. 221-222,

23, See J. N, Bhagwati and V, K. Ramaswanmi, op. cit.,;
H. G, Johnson, "Optimal Trade Intervention" in R, E. Baldwin
(ed.), Irade, Growth and Balance of Payment, New York, Rand
McNally, 1965, pp. 3=34; H. G. Johnson, "A New View of the
Infant Industry Argument" in I. A, McDougall and R, H.
Snape (eds) op. cit.

24, 1I. M. D. Little, T. Scitovsky and M. Scott,

Industry and Trade in some Developing Countries; London,
Oxford University Press, 1970, pp. 1§2qﬂ3ﬂ.
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P031t1ve Facet- There are a lot of controver51es in economic

literature on whether and how protection affects resource
'allocation and‘eoonomic growth |
Corden25 by us1ng the model of two goods, two

produced inputs, two value added inputs, two factors, fixed
input-output coeffiCients and some other assumptions, dld not
only conclude that the degree of effective protection a
determineés the extent of résolrce movemént, but alse™ =
pointed out that the calculatlon of etfective rates is a
'necessaryacondition,for détermining the effects of a tariff -
'structure on resource allocation. On a similar note,
Ramaswami and Srinivasanzs uSing a more complex multi-L,
product model of . the resource allocation effect of
protection, peinted out-that under certain assumptions,
the transformaticn surface of the value added products.is
concave and the output mix and resource allocation depend:

on the effective’tariff structure alone,
The use of effective tariff as an indicator of

" resource movement becomes problematic under the fixed

input-output coefficients when the substitution elasticities

25, For an explanation, See W. M. Corden, The
Theory of Protection, London, Oxford University Press, 1971,
pp [ 73-81

26, See V., K. Ramaswami and T. N, Srinivasan,
"Tariff Structure and Resource Allocation in the Presence
of Factor Substitution" in J. N, Bhagwati, R. W, Jones and
R. A, Mundell (eds.), op. cit., p. 292.
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in production are not normal and when the input—output
coefficients are variable. ~When the production substitg-
tion elasticities ére not normal and the input-output
coefficients are variable, it becomes impossiblé to'draw.a
conclusion about the resource allocation effects of the
effective tariff structuré.27 Though‘Suﬁstitution effects
will always 6e significant théreby reducing effective |
protective ratés to a poor'guide to the movement of
resources reésulting from the levy of tariff, this
invalidity of effective rates is of littie practical

consequenbe.28

3¢3.2: The Algebra (derivation) of kffective Rate
of Protection

Our main QoﬁqernA;n this section is,the derivatibn
of mffective4ﬂéte of Protection which is one of the méjor
tools of analysis in this study. |

Like all other theoretical construéts, the concept
is formulated on the basis'of some fundamentél assumptions.
These assumptions are as follows:
(i), The production processes are subject to fixed

input-output coefficients. That is, the production

functions exhibit constant returns to scale. -

27. See for example, V. K. Ramaswami and T. N.
Srinivasan, op. cit., pp. 291-299; R. W. Jones, "wmffective
Protection and Substitution", Journal of International
sconomics (1), 1971, pp. 59-82; C. Khang, "Factor Substi-
tution in the Theory of Lffectlve Protection: A General
Analysis", Journal of International Economics, (111),

1973, pp. 227=241L.

28.' V. K. Ramaswami and T. N. Srinivasan, op. cit. p.

298.
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(ii) Labour and capital used as 1nputs in production
processes cannot be tradeo_ on the world ‘market.
This restricts the’ analySLSuto ‘material inputs which
“are normally subjécted*%o”import”chefges}V“lL b
(iii) The impbr£~sﬁppiy4fun6inhs éﬁe:pérfedtly’elésfiCZ”f
That isf'thé“éountry_in question can import as much
U 4§ it ‘wishes of ‘any product Lff'ém“'ﬁhe"’feé‘t*’o'f' the
world at-a prlce whlch is not affected by how much
the country buys. .
(iy) TThere are no transportation costs or such costs are
;to“be;neg;eoted;ior the purpose of thlshanaly51s.
e G AVEN thesenassumption,-the—following derivations -
as. advariced by Balassa and Corden are madei29"
V. =>value added in industry J per unit of output
in the absence of import duties; '
aij “= value of the inputs of good i per unit of the
output of industry .j in the absence of import
duties;

Then, in a situation of n material inputs we have:

V. =1— n o e Y [} L ] .1
3 :%21 aj 5 | (3.1)

Alternatively,

1 VJ +Z alJ . . . | (30.2)

29, B. Balassa and Associates, op. cit.; W. M,
€Corden, "The Structure of a Tariff System and Effective
Protective Rate", Journal of Political Economy, Vol, LXIV,
June, 1966, pp. 22i—237. '
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4
1f an import duty-at rate tj is imposed on the finished
product of industry Jj; eguation (3.2) becomes:

o 7 —:é§aij | |

1 % tJ = VJ + =1 . 0. . . (3'3)

where . '

V3 = Value added in industry J per unit value of
output after the imposition of import duty on
pfoduct Je |

The effective rate of tariff protection w hich is the percentage

by which domestic value added exceeds world-market value added,

can now be defined as

/7 _ ’ I )
By = Vi = Yy e e e (34
V. ‘ ‘

J

where Ej‘: effective rate of ‘tariff protéction.

Substituting for Vj and V3<from equations (3.71) and
(3.3) we get: n |
’ - ' h ¢ =
=

E. = e« .« (3.5)
o Jd
1 -3 2ij
. t. -
i.e. J
. E-.= -"_—“_ or tl'l . ‘ L] - (3.6)
J 1"‘%8. . V'
i=1 1J J

Eduation (3.6) does not take into account the import duties
on material inputs used in the production process. Let the
import duty be T where i =1, 2, « « o, n.

Therefore, from equation (3.3) we get:

n
V! - = .
V‘j-—“’] + tj 1:1 aij (1 + ti) L] L o (3.7)
n .
. = 1= -5 .
le€o VJ = 1“1:1 alJ + tJ i-1 athl . . . (3.8)
where QS = Value added in in industry J per unit value of

output after the imposition of import duty on both

product j and material input i used in the
production processe.
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Since VJ, ,Afrop equation (3.1)

et 1_1 J

"
<
+

Then QJ 3 . Z aij i .oe e (3.9) _
'Frpm}equetions (3.1) egd"(B.Q), the measure of
efﬁeetive“protectien,cap be\expresseq as:

V. + t —:Ezjaljbi- Vv

>

" J J
j'-= . ___..‘ . . (3.10)
V. :
. . o . J
or % m=2pagt
. EJ = [} [} O (3.11)
: Vg PSR g

Equatlon (3. 11) nmplles that hj is posntlvely
.related to the nom1na1 tarlff on imported finished good
(t ) and Jnversely related to the tarlffs leV1ed on inputs
(ti), under.the assumptlons of flxed factor proportlons.
1f tariff on finished geed (tj) is equal to the.weighted |
average tariff on inputs (ti), then B. is equal te t.; if

. J J
the t; is less than the tj, then Ej will be less than t.

J
and if the tj is greater than ty» then ﬁj will be greater
than td' |

in the calculation e¢f effective rate of protection,
the ce@nt;y's input-oufput table is usually used. But the
equatiens so. far presented do net lend themselves to
practical use in terms of caleulating effective rates

of protection. The available raw data which must form the
basis of such calculations are usually expressed in
domestic prices, 1f it is assumed that only impert

duties of finished goods and material inputs cause the
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tﬂé'éﬁ&eéééhéé‘betﬁéeﬁ'the dd;estic and world market
prlces, then demestlo value added figures can be adjusted
to reflect "world-market" prices. This is dene by
deflatlng domestlc value  added figures with the -

approprlate nominal tariff rates. ‘This werks out as

fellows.‘ﬂnqu

e (3.12)

Wh9Fe @v:, ='va1ue added at wcrld market prices ‘<; L
e ' ' '3 ' . ) R I T S |
a&jA; the demestic value of Amperted. 1nputs

(1nclud1ng the duty)
Recall from equatlon (3 9) that

A
/
VJ VJ +. t ' :E aj

Cembining these equatiens, : i.e. equations (3.9) and
(3.12) we can derive our new measure.of effective rate

of protection as:

Bo= 3 o d 4. L, (3.13)

Equation (3.13) is always used in empirical
Studies of the tariff structure, - But it has been receg-
nized that ﬁj as a measure of effective tariff protection
can give some absurd results. Sqligo and Stern in their
study got around this problem by defining a new variable

which is the ratio of the difference between "world market"
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value added and dmmestlc value added to the demestlc'

value added~30

ioeo 0’- - -V— . .
. Sj;:ﬁ"-—l--—ﬂ ° ° . (3.1“_)
A —v'»—--.—-:- _.A.G~,:—. . , ) . .
| But thls formula is not w1thout 1ts own problems '
for 1t is not able te read;ly establish any s imple
relation betwee bJ, tJ and t - as was done above for ﬁ
!

tj and t-. Because of - thls, we shall use effectlve rate
of pretectlon measured as EJ 1n thls study..

o bo far, our measure @f effectlve protection does

not take 1nto con31derat10n the exlstence of domestlc '
indirect taxes such as excise taxes. 1f indirect taxes

are levied -on - the domestlcally*pr@duced varaety at the rate

C oM e

‘th, then the effective rate ef pretectlon will take the

form-v

and td'j = kxcise taxes en domestic products of industry

Js expressed as a percentage of c.i.f. value.
Qg = domestic value added

Vj =  world market value added.
30. R. Solige and J. Stern, "Tariff Protection,
~Impert Substitution and Investment Eff iciency", Pakistan

-Development ReV1ew, Vol. 5, Ne. 2y Summer, 1965 pPpe 2L 9=

270,
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1 hquatlons (3 15), (3 16), ‘and (3.17) w111 be used
fer calculatlng the e!fectlve rate ef protectlon that
;could result from the structure of tarlffs and exc ise

taxes.

lt has been stated that one reason why tarlff rates

may 1ncrease is te ease pressures created on ferelgn

P S
et ks

ex"hange reserves by balance @f payments pmblems. This

means that an overvaiuea domestlc currency can be sustalned
by high tarlff ‘Tates. Therefere, a measure ef net %whﬂ
effectlve rate of pretectlen should make seme adaustment
for the extent ef over valuatlcn ef the domestic currency.
The relevant cemparls@n would then be:' between the actual
rullng exchange rate whlch lS theught to reflect the e
cvervaluatlon of the. demestic. currency. and the exchange
rate which would prevail i ‘a “free’ trade s;tuation ‘where
impert duties, export duties and all other impediments on the
way of - free exchange of goeds have been remeved.

Estimation of the extent of evervaluatioen starts
by first‘estimating the decrease in experts and the
increase in imports‘that would fellew from the elimination
of impert'duties, export subsidjes and similar pretective.
measures,'and then estimating the extent,of devaluatien
ef the demestic‘currency that would be required to restore
equilibrium’in the balance ef payments.

The relevant. fermula -fer the estimatien eof the

extent of overvaluatien as derived by Balassa and Associates‘-'

. 31
is as fellows:

31. B. Balassa and Asseciates, ep. cit., pp. 326=-328.
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Let M be the change in impert due~to the elimination

ef tariffs:

Then AM = Edm .——L , E : .. ° ° (3.18)
' 1+t A '
Where M = Acthalwinpdrts' |
Eém = The elastlclty of demand for Jmports :

t = Average tariff

Alse, if Aax’ 1s the change in’ exports due ts the

elimlnatlmn of‘export sub31d1es, then

[ ot T Laniet “ . . B ' + N “. 0l e : o ‘i -t
Wbl T s . T b - L . L IR S S

CESx + E% N1es )

- ESx. = The elasticity ef supply ef experts' -

"%dei =" The-elasticity:ef demand for expoerts

S = The rate of export subsidy

X = Original value of exports’
1f the elasticity. of supply of forelgn exchange
. . bs - ‘
jee.- L? = X (L g 1), then equation (3.19) becomes

E X + b7x ' , .
AX = = Esf (S \ . . [ (3.20)
1+8

Next, we have to estimate the percentage
devaluation’;%i';-q necessary to remedy the deficit that
would result from the elimination of protecfive measures.
in the case of initial balance of payments equilibrium.
The formula is made up of the same elements as equations
(3.18) and (3.19) except that the price change due to the
elimination of protective measures is noﬁ replaced by

. that due to devaluation, i.e.



= U8 -
_1d i
AX-.AM:%Q.'.‘] | x( X g(+hdM
. A A ESx + E% o

Where R = Actual exchange rate

R'= Free trade exchange rate A
. The condition for balance of payments equilibriun
after the elimination of tariffs and subsidies and the

! 1.4
compensating .devaluation is expressed as: . . |

B2 U PRY S | |
m | 'Bx“‘*Em:NRRZhU' =1 [M=0... (3.22)‘

——— . . .
< Ce e )

Using equat:on (3 22), the ratlo 1s expressed mathematlcally

as.: :
v ESX ¥ E“M L
T = B ... (3.23)
| E?" . B M
Tes o4t

- Unlike the estimation of export.supply and import
demand elasticities, the estimation of export demand
elas%icity is complicated because it depends on the
elasticity of supply by other countries produning the
same comﬁodity for the world merket, and on elasticity of
world deﬁand for the cemmodity. This relationship has been

put together by Linder as shown below:32

.Eé);:.%iw + (1= K) Esxl e e (_3.21;)

K .

32. S. B. Linder, Trade and Trade Policy for
Development, New York, Praeger, 1967, p. 1 .
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iw ” Théﬁelastiéityfbf“wbrid"demand”for‘eXports'3

Where E

-',Ei& Supply elasticlty of competing producers

wprie

ﬁmik% “5“ The ceuntry s share in the world market
Thus glven the estimates of the various parts of |
equationm(Bmzh)Tmthe extent.of overvaluatiqn can be derived.
Finally,'the adjustment for currency‘oﬁervaluation can
be derived with the a1d of” a ‘pair of" equatlons relating
domestic prices to world market price first under

protection anq;seegpglypw;tg;ﬁree trade:

YL (3a25)

g
o
i
G-
-
+
ct
~r

hoT 5 / A ,w . ’__‘ . P > Y e
Where P, .= domestic price expressed in domestic currency
Pw = world market price expressed in foreign currency

R, R/ and t are as defined above and primed
. Symbols referring to free trade situation,
The Net Nominal Rate of Protection (T!) is given

* by: Pd - P/
_y T’i _ d

I
Pd
Substitutlng equatlon (3.25) and (3.26) to T above, we get:
1 P R(’l+‘t)-P R/
. - P RI
‘ ,
- PwR(1+t) _ RR

PR/ PRI

= (ht)%; A e e (3.27)
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In the same way, an adjustment can be made to derive
Net Effective Rate of Protection from the calculated value

of the effective rate of protection, That is

EX* = (1+E*)(R-R?)/R’

=='(1+E*)*E—'= 1 e e o (3.28)

”
where = -~ E#*%. = Net Effectlve Rate of Protection
E* e Effectlve Rate of Protectién.

Nelther the adJustment of equation(3.27) nor that of
equatlon (3 28) changes the ranking of industrles according

to the’ rates of protectlon, but the 1eve1 of protectlon -

changes as’ a r@sult of the adgustment._}__ 

3.4: Domestic Resource Cost

The 1ead1ng advocates of 1nvestment decision rule
of the domestic resource cost per unit of foreign exchange

*earnediu*saved are Krueger and Br"uno.33

.53 A. O, Krueger and M, Bruno are the leading
theorists and practitioners of the Domestic Resource Cost
criterion. See A, 0. Krueger, "Some Economic Costs of
Exchange Control: The Turkish Case", Journal of Political
Economy, Vol. LXXIV, No. 5, October, 1966, pp. 460-480;

valuating Restrictionist Trade Regimes: Theory and
Measurement", op., cit., Vol. LXXX, January/February, 1972,
PP, 48-62; M. Bruno, "The optimal selection of export-
promoting and import-substituting projects" in Planning
the External Sector: Teghniques, Problems and Policles =
- Report on the First Inter-regional Seminar on Development
Planning, New York, United Nations, 19067, pp. 88=135;
‘"Domestic Resource Costs and Effective Protection: Clarifi-
cation and Synthesis" Journal of Political Economy,
Vol. LXXX, January/February, 1972, pp. 16~=33.
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 The concept of deesfié'Resd&rce”ébst’is:that

measure of real opportunity cost ‘in terms of tdtal'domestic

' resources, of producing or SaVing"é»het marginal unit of

3.

foreign exchanges It ‘canh be used as ex ante or ex post
measure, AS an exX ante measure it is used as an
investment criterion by comparing it with some measure

of the economy's "reélﬁrekdhange rate.  On the-other
hand it:can also be applled using. the 1nput—output '

analysis as ex pest measure of the cost of. a restrlctive

trade system.

PN

In the words of Krueger,%5

the domestlc resource
cost: Of” the " th ACtivIEy,” Dch,'estimates the unit’

opportunlty cost of the domestically owned factorsof

productlon employed directly in the Jth industry, and
indirectly in home_goods industries, as a fraction of the
net change in the country's trade balance that would occur

were the level of eutput contracted (or expanded) by one

units
> 2 2 .
v + 2 -Ghg VipS
i iJ 1Y e 5 % VS
. DC. _ .
DRCa = = (3 29)
A 1-> =
- m. - L
1=1 19 a4 TiVp;
where DC‘_j = domestic oppeortunity cost of domestic

resources employed in J per unit of output,

34, M. Bruno, op. cit., p. 16,
35, A. O. Krueger, op. cit., p. 52.



- 52 -

NVAJ .= international value added by domestically owned

factors of pfoduction per unit of output;

Vij = amount -of the ith domésticzfactor of productionv
used invthe Jth value-adding process;

$; = the shadow price of the ith factor

dhj = amount of thé hth home goodqgsed in the
productiOn'of Je

Ty = repatriated return to the fth foreign 6wned

fuctor of production.
ij - émounf éfnéhe'fth fdreién féctérvof'production ‘
per unit. | ‘
my .= amount of the ith ﬁfaded—good input‘employed
in producing j, value at international prices
"normalized at unity. == =
The méjof weakness 5f this-inQéstmént criterion_is$
that it may break down if some projects have hegative
international valué added which forms the denominator of
the Domestic Resource Cost ratio.
Alternatively Krueger36 has stated that Lomestic

Resource Cost of Foreign bxchange, under certain

assumptions can be:

v

q."‘_ 5 q.a.. : . :
e, - S0y L Gao)
1 ==

11aij

where qj = domestic price of the Jjth commodity output

and equals the world price (normalised at

36. 4. O. Krueger, op. cit., p. 5.



c unity) times 1 plus the tariff or tariff
- equivalent ’ R ' '
'diyé domestic price'of the ith input and equals the
«world~price“(normalisedsatwunity);times‘1;plus
the tariff or tariff equivalent. ,
__aijué amount of the ith input employed i producing 3
| value at international prices normalised at unity.
o The use of equation (3 30) is based on the assumpt-
‘ion that .icost can be measured by value added This:“'
use of value added of domestic resources as a measure
of their costs to the economy implies that value added
of domestic resources is the same 1n all employments.”f
This iswa heroicfassumption.l But in the absence of the
knowledge of potential contribution of these resources in'
their best alternative employment, the assumption is ‘
made to hold, |

3.5: Domestic Resource Cost and Effective Rate of
Protection - A Cemparative note

Most of the developing countries employ a large
number-of trade restricting policies at times with the
avowed purpose of achieving economic growth through
import substitution and reliance on international trade;
Consequent upon this, efforts were geared towards
devising frameworks which Wlll be empirically implementable
for assessing these policies. This culminated into the

development of the concepts of Domestic Resource'Cost
(DRC) and Effective Rate of Protection (ERP). Although

these concepts were developed independently, it has been
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demonstrated that they are closely related to each
other, | |

As a pre-requisite to the COmparative analysis
ofvthese_poncepts,_theastatemenéhof,theirndeﬁinitions‘
is in ordef. Ingequgtignm(3.11).we defined Effective

Rate eof Protection -as:

J v
L o ‘;JMM.
where VJ = 1 -=_83ij-

=‘aAwdéfinition_eguivalent'to the expression given: -

'aboveumay%alsoAbe.given as follows:

.-DVA+ -
P J
EVA.
, J

=1 e .. (3.31)
r
where DVA‘j = value added of.activity j'evaluated at
domestic prices (domestic value added of
activity j)
’ IVA. = value added of activity J evaluéted_at
world prices (internétional value added of

activity j).37

37. This can easily be seen by recognising that
domestic value added is the domestic value of output less
the demestic value of purchased inputs,that is

(1+t ) - (1+t )a, XJ, and international value added is the
| i=1
international value added in the output 1ess the 1nterna-

tional value of the traded input, that is (1-22 a;a) %_J

where X. is the quantity of output and cancels out in
expression (3.31).



- 55 .-
Similarly, -Domestic Resource Cost was defined

as shown-by equation (3.29). above as:-

DRC‘:_.‘:,'= - j S 1=1 h R =1 i=j'" ' "~

CdntfbVerSies ebomhd'in the literatﬁre ebeuf'fheir

51m11ar1t1es and dlfferences as measures des1gned for

evaluatlng restrlctlve trade p011c1es.38
| The general conclu51on from these controver31es 1s
S expla.natlr‘

that Wffectlve Ré%e of Protectlon and Domestlc Resource :

concepts can be equlvalent under spec1al assumptlons.
These assumptlons as stated by Krueger39 are:
(1) ‘all goods are traded or tradable- |
(ii)  there are no transportatlon costs; -
(iii) factors of production are perfectly mobile

within the domestic economy but perfectly

immobile internationally; and
(iv) all domestic markets are perfectly competitive. .,

The implications of these assumptions are that there are

no domestic (non-traded) goods, factor'prices reflect the

opportunity cost of domestically owned factors of

38, For an explanation of these controversies see,
A. O. Krueger, op. cit,; M, Bruno, op. cit.; S. R. Pearson,
“"Net Social Profitability, Domestic Resource Cost and
Effective Rate of Protection}y, Journal of Development
Studies, Vol. 12, July, 1976, pp. 320-333; M. Michaely,

The Theory of Commercial Policy: Trade and Protection,
Oxford, Phillip Allan, 1971, pp. 137-142.

39, A, 0. Krueger, op. cit., p. 54.
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production, and there can’ be no foreign—owned factors of
production employed w1th1n the domestlc_ economy. _Then,
domestic prices of goods Wlll equal factor prices times the
amount of_thoSé‘féctorsiemplo?edfplustaYmentslfor‘purchased
inputs. “Following Kfﬁegef;'we~6an"fedefine'Domestic‘

Resouroe'CoSf by Tewriting equatibﬁ1(5;29)°esﬁ-

Z Q@jy o ot g . Ziﬂ,(-.hti)a-ij ,

: o B
DRC J. = T .. o)
SRR & ET T R P S £ R
'T'ER.P .+1 . ° N (3. 32) o

3t -

where “ERP 3 = Effective Rate of P‘i“otéotion .of" jth "cominodity.
*~qj' ‘= -demestic priéesothhé~jth'oommodity‘output:
- and equals the world price (normalised at

’unity) times 1 plus ‘the tariff or tariff

equivalent,

As a consequence,.under the stated assumptlons,'
AEffective Rate of Protection and Domestlc Resource Cost
measures will provide identical rankings of value adding
activities, It may be~objected that these assumptions on
equivalence of these measures are unrealistic particulariy
in most developing,c:oun‘cr'ies.h0 |

When these'assumptions break doWn, the Domestic

- Resource Cost becomes the appropriate measure for estimating

the 1osses/ga1ns associated with restrictionist trade

policies. On the eother hand, EffectiVe'Rate of Protection

Lo, Fof an explanation, see A, Q.~Krueger,-op. cit,,
Ppo 55"590 . .
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beconés “the dappropriate measure for predicting the
resource pulls resulting from trade barriers.
Ty 4 market-economy where market inCentives"dre:“
| df“iﬁbérteﬁée;"ébtuéi’ﬁriéés”rether than oppertunity costs
determine resource ‘allocation. -Hence accerding té ¢

Krueger, 1

';“Effectlve tariffs are probably the best
-»» measure -of - the -incentives- given -by : . : ..
restrictionist trade regimes, In general,
.-one would expect resources to.be . .pulled -.
toward those activities with the highest
S o - effective tariffs -or-tariff equivalents.
' For purpeses of positive economics with
- -+:-Tthe. :market-oriented sector of -the .economy, .
therefore, effective tariff measurement is
fqundoubtedly«lmportant SR Lo
"“"“The condltlons for equivalence of Effective Rate
of Protectlon and Domestlc Resource Costs suggest
~ that while the former measure may be appropriate in
countries where tariff.is the major obstacle to free trede
and where  factor markets-are fairly perfect, both measures
are needed in developing countries where there are market
imperfections.’

- There is the argument whether the practical
advantages of Effective Protection outweighs that of
Domestic Resource Cost or not. One of the criticisms
levied against Effective Protection measure is that by
using input-eutput table and tariff schedules, it uses

tariff rates as estimates of domestic-foreign price

41, .See A. 0. Krueger, op. cit., p. 60,
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relationship. Since in developing countriés,'tariffs
are not thé major means of trade restriction, then this

b2 There is also the

‘appreach becomes questionable,
‘criticism that the estimation of effective tariffs from
input-output tables will not be meaningful even if actual
price observations are used, unless if constant costs are
assumed or if adjustments are made so that the co-
"efficients reflect'marginal costs, _In-most cases,
evaluations of alternative investments! analysis are usually
- undertaken at the individual project level. Buf it has
been observed thatlat such level, efféctive.tariff
‘measurement from input-output table cannot give guidance for
alloéating resources, Hence, the concensus that-tpere is a
more empirical flexibility in deriving domestic resource

estimates,

3.6: The Formulation of Models

For a more specific and quantifiable evidence of
the effectiveness of tariff protection as an instrﬁment of
industrial policy, simplé and multiple regression models .
have been formulated in this section, These models whose
parametric values will be estimated by . the method of
ordinary least squarés (OLS) havé beanfofmulated putting

inte consideration the hypotheses stated in Chapter:@Gne,

42, For comparlson of effectlve tariff rates
derived from tariff tables and actual price observations for
Pakistan, See S, R, Lewis and S. E, Guisinger, "Measuring '
Protection in a Developing country: The case of Pakistan",
Journal of Political Economy, Vol, LXXVI, December 1968,
pp. 1170-1198; See also, J. Bhagwati and P, Desai,
Planning for Industrialisation: A Study of India's Trade

and Industrial Policies Since 19%0, Oxford, Oxford
niversity Press, 1970. ' . _ :
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‘The basic hodel -in a functional form is

,IS = F(NERP) . . .0 (3.33)

‘Equatlon (3 33) states that Import substltutlon (IS) is
‘a function of tarlff protectlon, where tarlff protectlon
is ‘measured by the net effective rate ‘of protection.

Equation (3.33) can formally beé represented -
linearly thus: ‘

IS =Dbo + byNERPp + U o o . (3.34)

where U is a random error .term..

Since resource allocation and consequently the
rate of industrial develqpment_may be influenced by other
factors in addition to pariff.protectipn, the model has
been expanded to include proxy measures of some variables
as used in Alade's wofk.43' Thus our basic model specifi-

cation now becomes:

IS = F(NERPT1,NERPTZ,NERPT3,ANERP TDOP, TSDM, TSTP,AVWR, VAPE)

. . (3.35)

where NERPTi, NERP of the first year of analyS1s - 1970.

©

NERP;, = NERP of the second year of analysis- 1978.
NERPT3 = NERP of the third'year of analysis - 1985
ANERP = Change in NERP’ |
TDOP = The degree of 6penness of the econemy.»
TSDM = The size of the domestic market.

TSTP = The size of the Plant
AVWR = Average Wage Iate

VAPE = Value added per employee.

43, J. A. Alade, op. cit., pp. 230-237.
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The dependent varlable has been deflned in two

wa&s. These are Import Substltutlon and Average Growth
~Rate of Domestlc Productlon. The estlmatlon technlque is
essentlally the Ordlnary Least Squares (OLS) with all its
assumptlons expected to hold.‘

| The data for the 1ndependent and dependent varlables'
used in the regre351on ana1y51s have been derlved from a
number of sources and presented as Appendlx I _ Perhaps.
there 1s the need to explaln the ratlonale behlnd the -
1nc1usion of ‘Some of these variables.‘ PhJ.llJ.psLm study
whlch showed that market conslderatmon was vital to -
forelgn flrms 1nvesting 1n the 1ndustr1al sector motLVated"
our 1nclu51on of the market 31ze varlable 1n the model |
In thls study the percentage increase 1n domestlc
absorpt;on of manufacturedugoods have been used as a pProxy
for the growth in the siie of domestic market. As pointed
out by‘Balassa,45 domestic absorption will indicate the
actual size, and not the potential future size of national
markets. The inclusion of ‘the degree of opemness of the
economy is based on the fact that it increases the
effective size of home'markets. Our measure of the degree
of the openness of national economies as import-absorption
ratio is credlted to Balassa.46 The size of the plant

which is benm;used as a proxy for economies of scale has

44, A, O, Ph§llips, "The Significance of Nigeria's
Income Tax Relief Incentives", Nigerian Journal of Economic
and Social Studies, Vol. 11, No. 2, July 1969, p. 152.

45, B, Balassa and Associates, op. cit., p. 28.

46, B. Balassa and Associates, op. cit., p. 31.
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been measured by the average number of "operatlves" per

plant where as stated in Alade,L'7

operatlves is the sum
‘of skllled and unskllled workers.' The value added per
employee has been employed in this study as a proxy
measure of factor 1nten51ty. As p01nted out in Alade,48.~
value added per employee, though may be affected by various
market lmperfectlon,'lt has a s1gn1f1cant advantage as a
measure of factor 1nten31ty in manufacturlng. ThlS is S0,
since it may be taken to reéflect the flows of services
into the;manufaoturipg;processxirom_both_human capital and'
physical capital and also permits their treatment on a
.common basis,

Four basic models have been formulated in this study,
Each of these models constitutes various versions of
equation (3.35). ° The inclusion of a particular independent
or explanatory yariable_in a version of the model is
determined by the year or period. For instance,‘the
" inclusion of a .previous measure of tariff policy in 1970
regression model is impossible since estimates of effective

protection for the years before 1970 have not been computed,

The specifications of the models are as follows:

47. J. A, Alade, op. cit., p. 234.
48. Tbid.



Model 1: The model uses Import Substitution as

Industrial DeVelopment.

as follows:

1. 15 = b0 + b1Nh2RPT1 +
2. 15 ﬁubo + b1NERPT1 +
3. I8 = b0 + b1NERPT1 +
o 1S = by + b NERPp, +
5. IS = by + DNERPpq +
6. 1S = b +_b1NﬂRPT$ +
7. IS = by + biNERPqp, +
8. 15 = b0 + b,]NJ:IRPT1 +

This model will be
industries for the years

Model 11: This model is

62 -

U

b NERP.,
b NERPq,
b,NERP,,
b, NERPq,
boNERP
b, NERPq,

Do NERP,

estimated for the selected manufacturing

1970, 1978 and 1985.

+

+ + + + + +

The various version of

U

D3NERE
B3NERPy 3
b3liERPp3.
bBNLRPTB

4b3NERPT3

bBNERPT3

.
+
+
+
+
+

U
quSDM
buTDUP
buVAPE
bMAVWR
bh_TSTP :

+

ccaccac G

+
+
+
+

an index,of

the model are

similar to Model 1. 1In this model,

the dependent variable now becomés the Average Growth Rate of

Domestic Production, with the gxplanatofy variables and the years

of -analysis remaining the same.

‘Model 1311: This model will use Ifmport Substitution as an

index of 1ndustrial>Development. The various forms of the model

are as follows:

Te 1S ,=4b0 + b1ANhRE +
2. 15 = b0 + b ONERP +
3. Is = b0-+ b1ANERP- +
Le IS = Db, + bjANERP +
5. 18 = b, + D ANERP  +
6. IS = b, + Db ANERP +
7. 15 = b, + b1ENERP  +

b, NERPq

o NERPy
bZNLRPT1
bZNLRPT1
bZNERP
b2NERP
b

11

1
NERP g

+ + + 4+ + + +

c

TSDM
TSDM.
TDOP
b VAPE,
VAPE,

o
W W_W_Ww

o
w W

T2

+ 4+ 4+ + +

.buTSTP
NERPq 5+

bMTDOP
buAVwR
buAVWR
buTDOP

buiDOP

+ o+ 4+ 4+ 4+ 4+

bsVAPE
bSTSTP
bSTSTP
bSAVWR

bsTSDM,

bSTbDM

+ + + + + +
ccococacacac
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(111) average of tarlff rates welghted by the values of.
" domestlc productlon of each product in the group, and
-(iv) average tarlff rates welghted by the values of
.' domestlc demand for each product in the group,

In thls study, average rate w111 be obtalned elther by

method (1) or method (il) mentloned above. Method (1) or

(111) will be used for exc1se rates. Furthermore, ngerlah

».r\

tarlff schedules whlle glven in spe01f1c terms for some
products, they are glven 1n ad valorem form for others.

Slnce ad valorem tarlff rate w1ll readlly lend 1tself to L
practlcal usage with reference to thls study, ad valorem |
rate will be computed for the 3pe01fic dutles. o

- The treatment of non—traded commodltles and servlces

.such as transport, domestlc trade, constructlon, electrlclty,
gas, water, communlcations and banklng, is another contro- |
versial issue. In economlc literature, three approaches

have been discussed, rThese are the Corden, Balassa and

Scott approaches. Corden's approach includes value added

in the production of non-traded goods with value added in
progessing so that the extent of protection'is calculated
with respect to the Sum of the two, In Balassa's approach, 1t
is assumed that non-traded goods are supplled to the
proce551ng industry at constant costs and the pretection of
the value added in precessing alone is measured. ~Balassa
holds the view that while these two approaches would

produce different estimates of effective rate of protection,
their ranking of industries does not vary. The third

approach is that by Scott which he called "Ideal" method,
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This approach 1s based on the hypotheSis that the pro-

portionate differences between the domestic and free trade

e . ...._._.\

'values of non—traded 1nputs equaled the weighted average
of the nominal protection for practically all industries '

producing traded goods.49 In this study, we shall adopt

The input-output table of the Nigerian economy used

50

in thls study 1s that credited to Carter. ~We could not

use the relatlvely recent input-output tables by Clark,sT

52

Aboyade,_ or Olayide,53 because the 1ndu§tryLinput,~

output accounts of thesentables were not‘published along
| w1th their input coefficients. This madefthg;disaggregation
of these tableSimpossible. Since, without a disagéregated
input-output table, a- meaningful analySis of effective
protection cannot be achieved we'were left with no other
choice than.to use Carter's input-output table of -the.
Nigerian economy which islnot'lacking'in this regard,

To facilitate the estimation of effective protection,

Carter's input-output table of the Nigerian economy has

’ 49, For a detailed discussion of these approaches,
see B. Balassa and Assoc1ates, op. cit., pp. 321-324,

50. N. G. Carter, An Input-OQutput Analysis of the
Nigerian Economy 1959-1960, M.1. T. Cambridge, Mass, 1966

51, P. B, Clark, Planning Import Substitution:
Contribution to Economic Analy51s, Amsterdam, North

" Holland, 1970,

52, 0. Aboyade, The National Accounts of Nigeria,
1973-1975, Lagos, Federal Ministry of National Planning,
978, ' .

- 53, S. 0, Olayide, S. 0. Olofin, J. 0. Iyaniwura
and J. 0. Adeniyi, An Imput-Output Model of the Nigerian
Economy, Ibadan, Ibadan University Press, 1981,
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been modlfied in a number of ways.o besinsbance, tne
thlrteen sectors that constltuted the manufacturlng ;
"1ndustr1es have been dlsaggregated u81ng the approach of

54\1nto forty-five.' The industrial clas51fication

Clark
scheﬂe used 1n tne constructlon of the 1nput-output
table dlffers from that used in the Customs Tariff List.,
ThéSe,twe;eehémesihave been reconciled through the use of
the United Nations' Standard International Trade .
ClassifiCation and International:Standard Industrial
Classification, |

'In the 'estimation of the dbmestic'résource'eoét;*"
thefe is the problem of which formula to be used,  That .
is, whether the formula-.stated as equation (3.29) or
equation (3.30)., In this study, we intend to use the
formula eteted as equation (3.30'), because of the detailed
infornation of the cost structures of each of the firms in‘
the various industries, with the associated large amount -

of data requirements of the other formula - that is,

equation (3.29) which are not readily available,

. 3.8: Sources of Data

Our major sources of data will be publications of
the Federel Office of Statistics, Central Bank of Nigerie,
United Nations and International Monetary Fund, Speci-

fically, data on Gross output, value added, material costs

54, P, B, Clark, op. cit.



- 67 =~

and so on will be obtained from the following Federal
Office of Statistics publiéationsj Industrial survey,
fDigesf of.Statistics, Annual Abstract of Statistics and .
Economic Indicators. For imports and exports, from
‘various issues of the Central Bank of Nigeria's Annual
Reports and Statement of Account; Federal office of
statistics, Nigeria's Trade Summary; and Interhational
Monetary Fund's International Financial statistics,
Nominal tariff rates and Excise tax rates will be
obtained from the various issues of the supplements of
the Federal Official Gazette,.custéms and Excise depart-

ment's Annual Reports,etc.
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THE‘ETRUCTURE T AN PERFORMANCE OF
. THE NIGERLAN MANUFACTURING INDUSTRIES

i . i vee e

et e A A A T .

4.1: Indpoduction L&5f'f?ﬁﬁ*zg'ﬁﬁﬂf‘ﬁ amn

IR oY i ¢ G- 2 -ehapter: sets out ‘not- only to state- theh~;”ffw~
government‘s -industrial pelicy, but also.te assess-the-struc--

ture, growth -and performance-of . the:Nigerian Manufacturing .

’ ihdustn;aﬁ Qxemwtheyye@rs~;?quathe.pnrp@sefoﬁ;clanitx_and“

comprehens ive understanding of-the work, -the.analysis-is.to be-

treated-under -six Beqdigss;namglzmaﬂigeriastlndustriéigPalicYp

'Growth and -Structurgl change -in-the Manufacturing Industries, .. -

Trade _dn; Manufactures, -Spatial - Structure of. Manufacturlng,

lnveatmﬁntiandewne:shJ@;StructuremanaylastiyvPerformanqe:

and EEfGAGRCYs v nen T umoe © e o mee s s sl

j.2i - Nigerda *s Tndustrial Poliey - "

h 2 1- Evolution of Nigeria's Industrial Policy B

Prior to the late 1950's, only a small number of
manufactur ing industrles existed. Most of these industries

processed,agricﬁltural predﬁcts for domestic and export markets.

- This low degree of manufacfuring_was not due:to‘lack of raw.

.matefials; market or labour, but en ihstitutional obstacles_

within the colenial econemic structures and arrangements. With

the attainment of politicai independence, there was aAgreate#

'awareneés of the role of gevernment inAindustrial develépment.-

-Consequently, the government did:hot only start te encourage

the establiéhﬁent of industries (maiply mahuiacturing)'but

- also assumed an increas ingly active rele  in the directly

productive sector of the economy. This coupled with,thg'.

realization that the domestic sources of capital, managerial
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- and technical skills were inadequate for the desired
develepment=ebjectives;mthe government adopted some policies
te remove or compensate'for‘the disedVantage in terms of
attracting investment (from domestic and fereign sources)
into the industrial sector. Government's active role in
industrialldevelgpment and the provision of various incene
tives”tmﬁeneourage the establishment of manufacturing
industries especially in the late 1950's formed the watershed
of the evelntibn of 1ndustriel develapment policy in Nigeria.

.k 2.2; Instruments of Industrial Pelicx
Two ~broad groups of the instruments of industrlal

pelicy aimed towards the- establishment ‘of domestic
manufacturing industries for . industrial development are

identifiable. These are.industrial ‘incentives and protection.

(a) Industrial Incentives: These incentives which can be

classified into three are the fiscal, monetary and
others. The fiscal incentives which are embodied in
three policies of legislation have undergone some

modifications with their substance remaining the same.1

) One of the fiseal incentives is the Pjoneer Status
or Industrial Development (Income Tax Relief) Act of
1958, in which an industry can be declared a pieneer
industry and a firm wishing to start activity in_that
particuler field can obtain a pioneer certificate.

This certificate will entitle the firm te a tax

1. For their detail description, see P. C. Asiodu,
"Industrial Pelicy and Incentives in Nigeria", Nigerian
Journal of Economics and Social Studies, July 1§6§
Pp. 161-173; Federal Minlstry of Industries, The Operatlon
of Industrial Incentives in Nigeria, Lagos, November 1972.
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holiday for a period extending from 2 to 5 years
depending upon the amount of capital invested. This
Act was amendedqin 1971 classifying industries 1nto
indigenously controlled and foreign controlled |
industries With different investment requirements for
,granting pioneerxstatus.

R Under the Import Duties Relief Act 1957. a i‘irm,
new or expanding can be granted concessionary rates of
duty on raw materials 1mported for its manufactures.

»»»»»» o R ~

The firm may be given 100 percent relief on such ;

duty. This was modified in 196h thereby making a’ |
firm to only pay'conceSSJOnary iuty rate. In the case
of Custom Duties (Dumped and Sub81dized Goods) Act of
1958 the Government can charge additional duties on
specific imported goods 1f there is clear eVidence of
_ dumping or government subSidy in the country of origin.v
Added to the above fiscal incentives is the
Accelerated Depreciation on capital investment in
Nigeria. This takes the form of initial capital
allowance which is cembined with the noermal annual
ocapital allowances to complete the depreciation system.
The allowances are available automatically to all
companies liable to Company,lncome Tax. The rates of
allowance vary with the type of capital expenditure
incurred. This incentive enables.companies to write
off their capital investment within a few years thereby
minimising the uncertainties and risks of investors.

The monetary incentives offered by the government

are usually by way of establishment of credit institutions,



the prominent among which are the Nigerian lndustrial

Development Bank, Nigerian Bank for Commerce and

Industry and the Federal Loans Board.

o The Nigerian lndustrial Development Bdhk (NIDB) was
set up in 196& to give assistance mainly to enterprises |
engaged in industry and exploitation of natural resources
in Nigeria.' It does not finance enterprises of
'rudimentary nature or small-scale industries. i*;:“"

RN

The Nigerian Bank for Commerce and lndustry (NBCI)
in its own case was establi;heduin 1973 to finance )
industrial proJects particularly within the framework of
the Indigenisation Decree.“ Unlike the N igerian Industrial
.Development Bank, the bank‘is more involved in the
small-scale industry development programme of the o
country.' R ST S Dol SOL Rl - : "

Other monetary incentives are. the Federal Loans
Board set up to provide modest loans for small scale
industries, the lndustrial Training Fund and Industrial
Research Institutes respectively set up to finance
industrial training of indigenous personnel and to
conduct research which can be applied fer industrial .
enpanSion in the country.

| The other industrial incentives are the provision
of infrastructural facilities ranging from eff icient
network of modern roads and railways te efficient system
of postal and telephone services. Furthermore the
post-1966 Nigerian Gevernment has identified a number

of industries which have been regarded as strategic to
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the"national ecenomy in" which they have been investing
 §ince*these ‘iHdustriss may mot’appeal to the profit
notivated privite investers. -Even where privaté
investors are willing“te invest; the government has
dec1déd; partly” for Feasens of “‘economic and-nationalism,

%o prevempt privats initidtives T

(b) MM&E' This consists of Tariff and
Non-tariff measures. TURELIMS SNLRT AN D arenom

T

‘I‘he tariff structure which has been changing over
the years is one 6f the mstruments of mdustrial policy'

ey mine

e B3

being used by the government. The ‘use of tariff 1s a

o generally understood\,_in termsﬁ of the reduction or com-

plete alimmation of Competition between foreign and
local ‘producers of goods that enter a protected market

»r through the ‘reduction”or “prohibitien of imports. The
protection given to demestic preducers through changes .
in tariff structure may either be abselute, that is, tne-
importation of a given commodity may be banned outright
or less than abselute, that is, mere imp@sitlen of import

_duty on a commedity.

| The ndn-tariff measures which have been ueed by the
government are the inpert quotas, impert licensing, .
exchange contnol and"recently exchanée rates. These

measures have been applied colledtively over the'years. o

4e3: Growth . and Structural Change in
Rizeria's MamIféTuring Industries .

In spite of the recent rapid pace of modernisation in
the Nigerian economp, it is still largely underdeveloped. A



major theugh diminishing part of the eccnemic activity, is :

i -ane

carried on within the framework ef the traditienal secter.

e mes

.A comparisen of the components ef Gross Demestic Preduct
(GDﬁ}err seme years between 1960 and 1985 prevides some .
useful informatien abeut the structure ef and the impertant:
changes within the Nigerian ecenemy. The mest striking |
feature is the basic sinilarity m the industr:ial erigms
-of the Gross Domestic Preauct (GDP), for seme years and the
marked dissimilarity in others. ln 1960/61 the ceuntry's
eep was uzu&s.u'niliien. or this tetal, agriculture B
accounted for §1597 8 million or 6h 1 percent while fiti.“
distributien, the secend largest secter accounted fer:.Vh
ﬁ317 6-millien«er~42-7wpercent.—»The share ef manufacturingf

and craft was h 8 percent, Building and Constructien, u O

percent and General Gevernment, 3 2 percent. ?he industrial
secter%.had 8 share»ef 40.3 peréent, "By 1965/66;-fﬁé;;ﬁafe
of the agricultural sector,declineq teJSStu percent while
that of manufacturing and craft, Distrihution, Mining, and
Building and Construction increased te.7.2 percent, 13.3
percent, h.& percent and 5.2 percent respectively.3 As
shown in Table L4.1, the share of agriculture in the GDP
which was 468.8 percent in 1970/71, declined to 20,2 percent
in 1980 after which it rese to 37.2 percent in 1985. The
share ef manufacturing and craft in the GDP during this
peried fluctuated. From a share,ef 7.2 percent in 1970/71, it
declined to 5.0 percent in 1975/76 probably due to the

2. By Industrial sector we mean the mining and quarrying,
manufacturing and craft, electricity and water supply, -
building and construction subsectors.

3. The quoted figures are frem F. A, Olaloku et'al.;

Structure of the Nigerian Econonz, London, Macmillan Press
*p s DPP. . :



" Source:’ Federal 0ffice of: Sﬁatistics, Annual Abstract of Statistics, Various Issues.

- Note: (1). ™Other Services" include Hotels and Restaurants, Finance and Insurance, Real Estate and
"Business Service and Housing,

(2) . Educatlon and ‘Health Sectars were not surveyed by FOS between 1975 and 1985.

. TABLE .1
" GROSS DOMES'I‘I’C“PRODUGT BY ACTIVITY 'sEk:TOR,' SELECTED YEARS (AT CURRENT FACTOR COST)
¥ -MILLION - PERCENTAGE _ .;
~ACTIVITY. SECTOR i 4970’/71'% +11975/76:] 1980 1985 . | 1970/71 | 1975/76 | 1980 [1985 |
R r/Ag"rif_cul,ture.iffFarestry ans!l Fi;shins 2,576 b,i "1':-:'15;’7%@.?6& 10,011.5 21;,'379,’é : ua_.e_' "2'4760’ 20.2 {37.2° f
247 Wiptng and Quarrying 100 | 53| 4i6e8us[ 15,012, 13,026.2 | 10,1 | 22,0 |30.2 [19.9 !
36 Mam.{ifabtui"in‘g and, Craft | 7.7 3718-.1;,}" A408153), 5,162.2 | 4,216.2| 7.2 5.0 |10, | 6.y F
ho ‘Electricity anf Water” .’ 37.2[ ¢ 2 g7eer| 2.6 395.7| 0.7 | 0.3 [ 0.5]0.6
5 "Building‘ and Cobnstruction &, - 269.9/| Mi81hi6] 3,671.2 | 1,995.6 5.1 8.5 | 7.4 3.0
-‘6,.;;,-'fvni,s*.izmnuti.on_ .-'670,.1;E -f?_u:,;.3%§9'-.-:-2(; 9,617.2 | 12,425.6 12.7 20.4 | 19.4 }19.0
7. Transport;and Comminicdtion 2. h8.9;| :.-6736| 1,705.7 1,880.7 2.8 3.2 3.4 | 3.0
‘8f!'Geh%ralngyérnMeht-p;;i;’ < 3.3 51;3%2§95 2,014.9 2,929.0 6.5 6.l .h.1 E.S
9.. /',Eduéatior;",f; M/ 2, 152.7/] - NJA - ‘N/A N/A 2.9 - - -
104/ Health / RIS 0. .4l - Lﬂ. . N/A N/A 0.8 - - -
: 1.7 .Other se’x‘?id’es 7. 1281 11'“5é9"-‘91 2,192.6 4,218.9 2.4 7.2 by | 6.4
e T FOTAL | 6ILOVLG - A 5,281.4:] 21,210:87] 49,632.3 | 65,167.0 100 100 100 | 100



- TABLE

2

GROSS'DOMESTIC PRODUCT BY ACTIVITY SECTOR

AT CURRENT FACTOR_ COST

T

i g o3 Rma e g e e

#¥JCOMPGUNBEE GROWTH?RATE~IN~PERCENTAGE!

somar s [TOE TSI I T
1. ﬁ%ﬁiﬁiiﬁﬁﬁéf ToTestY._. S AT ﬁﬁ.e - 19.5.:| . 16.2
2. Mining and’ Quarrying "4;1'””5h 3';1£;156;5 Q:-2 Bay - 23.7
3; Manufacturing and Craft -.22.7 37.4 -u.O 17.4
h. Electricity end Water [ 9.3 33.4 10.1 17.1
. Building and Construction L6.)4 . 15.1 -11.5 1h.3
. Distribution 5.2 17.3 5.3 21.5
7. zzggsport and Communica- ? 35.2 20.4 2;0. 1é.h
8. General Government - 31.6 8.3 7.8 15.4
9., Education - - - -
10. Health - ? - - -
1. Other'Servicesj 6l - ; 7.5 4.0 26,2
TOTAL ;J32.1WMM"}18.5“, 57 M,Ta_jn_'

Sources Calpulatéd from, Federal Office of Statisties,
Annual Abstract of Statispics, Various Issues.
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recession and probably government's pollcy. -

ln the assessment of an 1ndustry's performance, the

A

.measures 93511Y used are the value added measured in
monetary terms and/or the quantity of one of Jts inputs

\"\

~measured Jn phy31cal terms.u Table u 3 gives the sectoral |
structure of employment for ngeria in selected years "
between 1975 and 1985 As shown Jn the Table, the
manufacturing and processing sector absorbed 16 8 percent
17, 0 percent “and 18. 2 percent in 1975, 1980 andﬂq985
'respectively.A Though this appears impressive,'lt is ”h-
misleadingly exaggerated since a substantial portlon of

r\

thls Jndustrlal labour is 1n the cottage and craft industry.
Eurthermore, ‘membéers of this™ Iabour force ‘are marglnally i
employedaln-manugagturing and processingnbechuse they comblne -
it with farmang and retail trading. "

‘ Between 1960/61 and 1975/76 the value of manufacturing
industry rose from ﬁ107;6 million te ﬁ1170;h_million, giving
a compounded annual growth rate of 17.2 percent. The value
added further increased to the highest value of N6129,2
~ millien in 1982 after which'it‘declined to N5016.7'million '
 in 198 (see Table l.4). The low level of value added in
manufacturing in 1960 may. tend to exaggerate the growth L_
rate dur;ng the period. For a realistic plcture of the |

progress made, the whole period when broken down inte

shorter periods of 1960/61 - 1965/66, 1965/66 - 1970/71

e See P. Jo. Devine, R. M. Jones,'N Lee and W. J. Tyson,-
An introductlon to lndustrialﬁEconomlcs, London, Allen and
nwin, » Po ‘
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TABLE k 3

TSECTORAL DISTRIBUTION OF LABOUR FORCE

(Percentage, unless otherwise indicated)

e e ey Joe

Sectors

“a97s|

1980

1983}

1985

of National Planning.

Total Labour Force (million) 29,22 31.00} -32,20] 34.90 .36.10.
Agriculture 6.0 | 61.5 | 60.0 | 58.3 | 57.8
\Mining and quarrying 0.4 O.h4 0.4 0.4 0.4 |
Manufacturing and processing | 16.8 | 16.9 J 17.0 | 18.0 | 18.2
Building and Construction 0.9 1.0 1] 12| 1.2
Electriqity, gas and water 0.1 0.1 0.2 0.2 0.2
Distribution 12,2 | 141 | 15.2 | 15.7 | 16.0
Transport and Communications | 0.6 0.6 0.6 O.é 0.6
Services | ; 5.0 ,~5-4 5.5. 5;6 5.6
TOTAL - 5 100.01|190v9 . 4100.0 |100.0 [100.0
Source: National Manpower Board, Federal Ministry
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. . TABLE L.l

.- THE CONTRIBUTION OF THE MANUFACTURING INDUSTRIES
- TO_GROSS DOMESTIC PRODUCT AT CURRENT FACTOR COST

- | roTaL

GROSS: :
DOMESTIC
PRODUCT.

(NQMILLION)

" | VALUE OF
MANUFAC- -

TURING & °
CRAFT. -
6.4 MILLION)

PERCENTAGE
OF MANU-
FACTURING
IN GROSS

DOMESTIC

PRODUCT

GROWTH RATE OF

- MANUFACTURING
IN PERCENTAGE

1960/61.
- 1961/62;
1962/63:"

1963/6M.
1964/@5,

1965/56

1966/67+

1967766+ |-
19681@93.
1555[?6;?

1970/71.
197172

1972/73. .
. 1973/7h
1974/75 .

1975/76

1976/77
“1977/78
©1978/79 -
’ 1973/80

1980
1981 -
1982

1983 .
198l

2,27l
2,389.6 |
‘2 597.Gg

2,755.8.
. 2,89kl
3,110,0.

jg?37hP~;a

2,752.6

ng,&%.LMWW;
- 3,549.3
;;5 261,45 |

6,650.9
7,187.5

10,990.7

18,298.3
20,9577
26,655.6

31,283, .

34,002.2
41,9747
48,538.6
50,658.3
53,859.4

53,347.2
_ 55,249.2

,,107 6
g]23?y;
6.l
2 173.0,
. 173,6
,;;1u 6.
.233.0.

9.2

ii378 h
 415.8
511.1
496.9
661.2

1,170.0

1,46h.3.
1,555.0
2,377.9
3;615.6_
l,068.)

4,934.5
6,129.2
' 5,951.8
5,016,7

;19§161“_0%

.8
5.2
5.6
6.3
6.0,
6.9.
6.9,
7.9

T 5,_ N

W7,
18.6,
18.2
0.4
23.6, .
8.6
-16.7.
2.3

PR DRV

7.9

51 SR ST

6.3
7.1
4.5
3.6
5.6
5.5
5.0 .
7.0
9.1
8.3
9.7
1M
11,2
9.1

41.9
3.3
9.9
22.9
w2,8
33.1
77.0
25.1
6.2
52,9
60.5
6.6
21,3
24.2
-2.9
-15.7

#*The then three Eastern States are not included in the
estimates.

Source:

Statistics, Various Issues.

Federal Office of Statistics, Annual Abstract of
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1970/71 = 1975/76, 1975/76 - 1980, 1980 - - 198 gave the
compounded average annual growth of 14 8 percent 12-0
percent 25 3 percent, 28, 3 percent and h 3 percent
respectlvely or an‘average annual_growth rate of 15.1
percent 1.1 pércent, 28 0 pefcent,“30;3“percent and
6.7 percent respectlvely. 'Thehrelatively small”growth'rates
recorded during the 1965/66 - 1970/71 ‘and 1980 - 19814 |
perlods could respectlvely be attrlbuted to the effects of
thé war which dlsrupted Jndustrial productlve capaCJty 1n
war affected areas of the country and the current general
écoriomic rece331on.. The compounded average annual growth
rates however doncedl a lot of varlatlons that characterlse
the growth rates of manufacturlng value added from year to
year. For Jnstance, while the hlghest ‘growth rate of 77 0
percent was recorded for 197h/75 - 1975/76, a negatlve,rate
“ of =16.7 percent was recorded for 1966/67 - 1967/68.

The contrlbutlon of the manufacturlng sector to GUP
is minimal. 1Its share of ®¥107.6 million (L.8 percent) in
1960/61.maintained an upward trend through #21..6 million
(6.9 percent) in 1965/66 to ¥281.8 million (7.9 percent) in
'1969/76 after which fluctuations set in. The lowest
contributipn'of §¥661.2 million (3.6 percent) was recorded in’
197L/75 while the highest contribution of #6,129.2 (11.}) was
recorded in 1982. During the period 1960/61 - 198l, the share
‘of manufacturing value added in the GDP was 7.0 percent, For
the periods 1960/61 - 1964/65, 1965/66 - 1969/70, 1970/71 -
1974./75, 1975/76 - 1979/80, 1980 - 1984, the shares were
respectively 5.6 percent; 7.3 percent, 5.7 percent, 6oy -

percent and 9.9 percent, The share of 9.9 percent recorded

LA



in 1980 - 1984 can be attributed tc the hlgh share of
manufacturing in the GDP in 1982 and 1983.> Available

\

.statistics show that there was a declining share of the
manufacturing sectcr's value added in the GDP in the mid—

B R Y

“19805.' The figures ccmpare badly with many countries at a

N T ey

Similar stage cf economic development. Fcr example, while N

in 1986 the manufacturing percent ef GDP in Nigeria was 8 0

- -\ =, } .-

percent, Cote d'lvorie recerded 16 0 percent while Ghana ;

and Kenya recorded 12”0 percent each.5 S

,.‘_,\ RS e e A

o The consumers goods subsectcr which consistently

'dcminated ‘jndustrial producticn in Nigeria started toﬁu.

et e o e e

| decline after 1970._ As can be seen in Table.u

censumer‘gceds suﬁSecter~whibh~inereased atsthare cf value R
" added from 61.0 percent in 1965 to 66.0 percent in 1970,
marginally fell to 65.0 percent in 1975 after which it
drastically declined to 47.1 percent and Lh.3 percent in

1980 and 1983 respectively. This same trend is cbservable

in the case of the intermediate gccds-subsecter up to 1980
with its'share-increasing from 27.0 percent in 1965 te”32.0
percent in 1970 and then declininggfrem 28.6 percent in 1975 -
to 23,9 percent in 1980, By 1983;'it has increased te 31,5
percent. On the other hand the capital geods subsector'
share of value added declined frem 12.0 percent in 1965 to
2.0 percent in 1970 and then increased te 5.9 percent and

5. United Natiens Industrial Development Organisation
(UNIDO), Industrial Develcpment Review Series; Nigeria, 1988,
P. xl.
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' ‘VALUE ADDED AND FMPLOYMENT STRUCTURE IN NIGERIAN MANUFACTURING INDUSTRY GROUPSS “1.265. 1970, 19751. 1980; 1983

INDUSTRY 1965 4 — 1970 ¢ j 1975 - - - 1980 ! _ 1983
GRO .Value Bnployment Value Buployment | value Baployment 1 Value Boployment Value : Enploynent
; i LEg iadded . 1 . Added . - _ | 4dded - Added added L
Total % of Total | % of Total | % of Total ' % of {1otal % of Total % of Total | % of Total % of [Total |% of Total % of
: (%) otal | No = |Labour | (¥m) |Total. No Labour | (¥am) |[Total No Labour | (%m) [Total No Lebour |(¥m) |Total No Labour
1 En\lployed Force |’ ’ A Huployed| Force . ) Eaployed| Force Hmployed { Foxce Buployed | Force
Consmer *T- | T I R I EE I ¥ |
: | Goods . | 105.5 | 161 "}50675 0.2 261 | ;66 | 92394 | i0.35 }| 776 65.5 | 173639 0.59 | 2513 L7.1 ] 208585" | 0.65- |2314 Lh.3 | 143020 0.41
) "I_qtemédiate . : ‘ L . o . . _ : . : -
i} ooods iue | et fet822. 0.1 ] 126|032 131335 | i0.13 i} 339 | 28.6 | 32835 T | 0.11 | 1277 23.9 | 166802 | 0.52 [16L46 | 31.5 | 103061 | 0.30 *
Capital X . o . . . ' |
0 Goods ;21 | ;127 fas730 | o1 ). 7.2 |0 202303, | :0.01 | 70 |.s.9 | 37769 0.13 | 1551 29 | 78215 0.2 |1266 | 2L.2 | 76315 | 0.22
ot . TOTAL: 1 o112.5 | 100 [oleer | 0.0 {39he2 | h00 {129032 | . o.u9 | 1185 | w00 |onial3 0.83 | 5341 100 |L53632 151 |s226 | 100 |3223%6 | 0,93
@® - . .
| ) S B sources: Compiled from (1) Federal Office of Statistics, Industrial Survey’, Various Issues

2o ~ (2) Federal Republic of Nigeria, Second, Third and Fourth National Development Plan Documents




29 0 percent “in 197§.and 1980 respectively.i By 1983, this

A

share declined te 2&.2 percent. This shows that the
.increasing share of the value added ef the capital goods

subsector in the 19703 started te give 'way te the o
intermediate subsector by 1983. et R
o The number of establishments empleying ten or more

o TR I ol - SRS

persons increased from 590 jn 1954 tc 2315 in 1980 after
_which 1t declined to 2110 in 1983. T T e
S The number ef industrial emplcyees which was 94227 in _

_..\

1965 increased i to u53632 in 1980, an inerease of 381.&

percent or compounded annual growth rate of 11 0 percent

(see Table u 5) The number which decreased to 322396 o

="y

,by 1983 could be attributed to the mass retrenchment of

| werkers and the non-employment of peopIe sequel to the
ailing Nigerian economy.j While the consumer goods sub-‘ ;
secter, increased its share of total industrial employees,

~ from 53.8_percent in 1965 to 71.6 percent in 1970, and

then declined to 6.0 percent and Lli.3 percent in 1980

and 1983 respectively, the capital goods subsectoris

share, decreased from 16.7 percent in 1965 to 1.8 percent

“in 1§70, and then incresdsed to 17.2 percent and 23.7

percent in 1980 and 1983 respectively. The increase in the
share of industrial employees.in'the censumer goods subsector
'up till 1970 can be enplained by the relatively labour
intensire“method of productien in the consumer goods sub-

sector, while the decrease in the number of industrial

- 6. See A. AdeJjugbe, "Manufacturing" in F. A O0laloku
et al (ed.), op. cit., p. 37.



employees after 1970 can be attributed to the increasing
number of capital goods industries.L Generally, ‘industrial
employment is only a small proportion ‘of the active labour
force in Nigeria.' It represented 0 40 percent in 1965,,
0] h9 percent Jn 1970, 0. 83 percent in 1975, 1 u1 percent
in 1980 and 0.93 percent in 1983.‘ Out of a total oi‘ 1,385
million—of those in’ wage employment in 1970, 2 18 million
in 1978 and 3 million in 1980. those employed in the
'manufacturing industry represented 9 3 percent in 1970
11,2 percent in 1975 ‘and 15, 1 percent in 1980.7 h .A“

" Ppe’ industry groups with the highest Gumber’ of ik

establishments are those manufacturing food and wood and

wood” productsm(see ‘Tables .6 and” h:7). These two
groups had 279 533, 1064handf990 establishments An 1970,ve
1975, 1980 and 1983 respectively. This represents 4O
percent, }3.0 percent, }46.0 percent and'h7.0 percent
- respectively, Out of these figures; food manufacturing
'alone accounted for 21.8 percent, 21.4 percent, éu.h
'percent and 29.7 percent in the same years. The number of
establishments in the food manufacturing group which

was 154 in 1970 rese te 627 in 1983, an increase. of 307
| percent. The least number of establishments were recorded
‘in the industrial chemicals group. These were 0.6 percent,
0.l percent, 0.5 percent and 0.2 percent in 1970, 1975,
1980~and 1983 respectively. This analysis shews that in

7. The figures of those in wage employment were
collected from the Secend, Third and Fourth National Deve-‘
lopment plan documents.



TABLE 4.6

STRUCTURE OF THE MANUFACTURING INDUSTRY BY EMPLOYMENT, VALUE ADDZD AND ESTABLISEMENTS , 1970, 1975, 1980, 1983

| vmiBER oF EsTARLISHMENTS | BELOWENT :
I.5,1.C -, INDUSTRY . 8 e 3 : = : VALUE ADDED (¥1illion)
- . CODE : ) : L‘970 o] 1975 |, 1980 1983 | 1970 1975 |+ 1980~ { - 1983 | 1970 1975 1980 1983
P 3111=3122 Fc{od Menufacturing sy ) erT '5g5 627 18,L06 | 46,485 41,156 | 140,209 | 47.83 200,09 302,81 65L. 16
.3131-3140 | Beverage Industzies. ST A L9 7,476 | 10,476 | 18,885 19,28 |9L.69 128,82 1172.23 768. 16
| setdem | mextuies |75 | 132 | w66 119 .| 37,203 | 60,673 | 88,757 | 62,210 |95.02 197,08 475,32 550.68

32313210 | Leather and Leather ‘ ‘ . : )
: .| Products : 23 L1 29; 33 1,173 6,231 7,157 7,837 | 6,04 10,16 48, 10 43,98

33113329, | *Wood and "’°°dép.r°d“°+'s L 105 |26 | w6 | 361 1,725 | 21,517 | 53,966 31,228 [ 10,13 4L.08 293.36 202.50
’411-31420 Pa-'PEl', Paper P_:z_oducta f : . ’ i . ‘ .
o . . and Printing . B B £ 123 .213. 200 . 9,556 17,510 30,2143 26,351 | 16,5L 71,36 228,87 192.7L
35”‘35’2 Industrial Chemicals ' |. b "} <5 | 12s | b |rr397 | o808 | 3,815 | Tk | 1.66. 9.07 61.67 6.89
: -} 3521-3510 |Other ChemicalProducts ' | k2 ! 51 [P | 10 618 | 1mowr | 28,82 SO P, o, p i
| 4 [3551-3%60 | midberpmducts | W8 | 6 | 95 | 10,729 | 16,513 | LL,89%6 | 15,184 |20.83 59.33 252.05 161,65
‘ _' 3610-3620 Non-metal M:.neral S 4 i i :
L\ : ~products : : § | 16 20 11 1,452 1,916 3,308 2,047 | 2.28 5.83 _50.15__ - 21,13
§ v 7 - - ‘
@ 3691-3699 Other nonwmetal j
. N mineral products: .. | 20 | 95 . 280 261 4;066 | 12,947 19,541 | 16,760 | 9.50 L1, 15 175.53 206.59
;! | ot fmastemetat | .- ) - | 6 ) - 0] - 720 - 20,185 | - 2ha29 - -12.17
o ! | 381123819 | Fabricated Metal Products | 64 | 116 | ‘199 77 | 12,852 | 26,96k | 15,023 | 31,727 |25.94 100,63 351,19 369,42
) : . i : : N
382223829 Agricultural’ and : - A )
: : — Industrial Mechinery . L T . 19 9. ol 3 | 57 973 $,011 | 1,085 | 0.82 6.00 16,91 60. 5l
' - 13832-3839 | Rbotrical and Electmnic ' :
e s o | Pouipment . | i 17- L33 33 1,55, 2,923 | 9,752 8,001 | 3.90 - 16,61 92,67 93.31
3813841 . Transport Bquiment i R B N 1 -7 A 27 | . .73 L, 28 20,01l 12,766 | 1.06 5h30 1065.80 75L. 17
3851-3909 |.Miscellaneous Bmipment : | ~20 | 23 | 33 15 | 1,18 1,265 5179 | 1013 | 2.89 e p— _—
| fTQTA.L' b oron | 20 ] 2,31 2,110 |128,519 | 2uh,252 | L53,62L |322,396 |394.05 | 1176.23 53L0.7h 5226,L7

Source: Calculated frem, Federal Office of statiétics, Industrial Survey of Nigeria, Various Issues
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STHUCTURE OF TEE MANUFACTURING INDUSTRY BY EMPLCZIENT, VALTS ADDED AND ESTABLISEMENTS (PERCENTAGE)

TABLE L.7

ABLISEMENT EMPLOYMENT VALUE ADDED
1.5.1.C . ° [ T ’ : :
CODE INDUSTRY 1970 I 1978 1983 1983 [ 1970 1975 1980 1983 } 1970 1975 _1980 1983
| 3111-3122 | Food Menufecturing 21.8 21 | ol | 29.7 - L b 19.0 9,1 | " 12.3 12.1 17,0 - | 5.7 112,58
31313140 | Beverage Industries 2.4 1.3 2.3 2.3 5.8 b3 108 | . 6.0 2l 1.0 | 219 b7
3211-3120 | Textiles . 11o.6 10,2 7.2 | 5.6 29.0 24.8 - 19,5 19.4 2L, 1 6.8° | 6.9 10,5
3231-3240 | Leather and Leather : 7S _ o . : : ! ’
Products 3.3 3.2 1.3 1.6 3.2 26 | 1.6 2.4 1.5 2ab 0.9 0.8
3311-3320 | Wood and Wood Products 17.8 21, 214 17.1 9.1 8.8 11,9 9.7 . 2,6 - 3.7 | 5.5 3.9
3411=3420 | Paper, Paper Products o o ; 3 S S : : i
and Printing 11,1 9.9 9.2 9.7 7.4 T2 6.7 8,2 L,2 6,1 L3 3.7
3511-3512 | Industrial Chemicals 0.6 Okt 0.5, 0.2 0.3 0.3 0.9 - 0w2 0.4 - 208 2 : 0.1
" 3521-3540 | Other Chemical Products 6.0 Lo . 3.2 3.3 $.o 1.9 6.4 - 7.1 139 . J,u;.s' ; 13.% 21,9
3551-3560 | Rubber Products 6.8 5e1 het LS 8.3_ - 6.8 9.9 L7 'j5.3 _ s.oi b © 34
3610-3620 | Non-Metal Mineral ' : : : ! :
Products 0.9 |- 1.2 0.9 0.5 1.1 0.8 0,7 0.6 0,6 0,5 _ 0.9, 0.4
3691-3699 Other non-metal - ) v ’ ! !
‘mineral products 2.8 7.k 12,1 - 12,4 3.2 5.3 L3 Se2 2.4 3.5 3.3 _L.0
3710 Basic metal - 0.5 - 0.5 - 0.3 - 6.3 - 2.1° - 0.2
3811-3819 | Fabricated Metal Products | 9.1 2.0 8.6 8.4 | 0.1 .| ;1.0 99 | . 9.8 16,6 8.6 ! 6.6 7.1
3822-3829 | Agricultural and - : . ’ ' o :
Industrial Machinery 1.0 1,2 0.8 0.6 0.0 0.ls 1p1 1.3 0,2 0,5 0.8 1.2
. 3632-3839 Electrical and Hlectronie ’ T : -
Fguipment i 2.0 1.3 1.4 1,6 1.2 1,2 2,1 2.5 1.0 tob 2.7 1.8
3841-3874 | Trensport Equipment 1.0 1e1 1.2 ' 1.3 0.6 - 1.8 L 14,0 0.3 L.6 - 20.0; 14.2
3851-3929. | Miscellaneous ) ;
Eouipment 2.8 1.8 by 0.7 0.9 0.5 0.7 0.3 0.7 0.5 0,5 0,1
TOTAL 100,0 100,0 100,0 100.0 100.0 100.0 100,0 100,0 100.0 10040_ 100,0 1100.0

Source: Calculated from, Federal Office of Statistics, Industrial survey of Nigeria, Verious Issues

oreinras b
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VNigeria s 1mport substitution.strategy of industriali-

.-zation efforts have been geared toward the manufacturing of

Y - o
‘a

food. A probable reason for thlS is the abundant availabi-
lity of the raw materials needed and the 1ow technology
involved. o "' | i o

The industry groups absorbing the bulk of the

manpower are those manufacturing food and textiles.

Te ATYRL e W

The number of employees Jn the food manufacturing a

Nt R

industry group 1ncreased from 18 h06 in 1970 to h1 156
_in 1980 while that of the textile group increased from
37,203 1n 1970 to 88 757 in 1980.' ‘The combined |
percentage shares of these two groups for 1970 and 1975
were reSpectively h3 u and h3 8_ This fell to 28 6 percent
in 1980.7 Other industry groups like beverages and wood
and wood products increased their share of employment in
the sector from 14.9 percent in 1970 to 22,7 percent in
1980, But by 1983, the share of the textile and food
group of industries again increased to 31.7 percent.

The implication of this is that the foed and textile
industries are more labour intensive'than.the other |

" industries. The wood and woed preducts industry group
which was second to the food manufacturing_industry in
terms of number of establishments could net maintain the"
same pos1tion in'the case of the number of employees.
Industrial chemicals group, like in the case of the ‘number of
establishments had the lowest percentage share of manu-
‘facturing;employees. The percentage sharefwhiChlwas'O-B.'
in 1970 and 1975, rese te 0.9. in 1980 and then declined. to
0.2 in 1983. |



=288 =

ln terms of contribution to GDP, no snngle industry

group or a particular set of industry group ‘can clann

S

'supremacy over others. ln 1970, three industry groups

f

- Beverage, Textile ‘and Other Chemical Products - accounted

for 62 1 percent of the contribution of the sector to GDP.

L e T

j i

Out of this figure, the beverage and textiles groups were
'-each respon51ble for Zh 1 percent. But by 1975, the three
industry groups that accounted for hB 0 percent of the

contribution to GDP are the food manufacturing, textiles

sy Ty

‘and other chemical products. ln 1980, the beverage,

o

transport equipment and other chemical products ‘contributed

e e

55 0 percent w1th the beverage and transport equipment

S \

respectively contributing 21.9 percent and 20 0 percents’
while in 1983, the same group of industries accounted for
50 8 percent w1th other chemical products industry alone
contributing 21.9 percent. This shows that the value
added of other:chemical'products had marvellously
increased.

Indusiries producing industrial chemicals, non-metal
mineral products and basic metal products were relatively
~ insignificant in terms of number of establishments.

These industries had ten establishments in 1970 .
representing 1.5 percent of the total. This share
declined to 1.2 percent in 1983. 1In the case of
empleyment and value added, industries producing‘
1ndustrial chemicals, non-metal mineral products, bas ic
metals, agricultural and industrial machinery and

transport equipment contributed relatively insignificantly.

N
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These'industries unfortunately have nef completely
fulfilled the aspirations of the high national priority
~accorded them. | ' . |
‘The analysis so far revealed thaf the manufacturing '

~sector has been heavily biased in favour_of low technelogy
and light fihished consumer goods. Hence the sector has
been dominated by-a handful. of industrial groups namely
food, beverages, beer,.spirits,_soft drinks, textiles and
tobacco. These industries dominate the manufacturing

set up in terms of the number of establishments, value
added ahd-employﬁent. The manufacturing industries have
been biased against interﬁediate and capital goods. Thdugh
the 1970s saw a rapid eipansion of high technoiegy -
durable censumer goods industries (e.g. radio, air-

cond it ioning, refrigera_tors and television sets), the
basic engineering industries such as those manufacturing’
-agricultufal and indusfrial ﬁachigery and equipment and
transport equipment‘are still at a low level of development.

This has seri_eus" implications for the ability of the

industrial sector to act as an ”engine“.ef'grewth., The
industrial sector is @ften'regardedras a leading sector_.
because it is considered to be dyhamic and alse invelves
-greater backward and forward iinkages es compared te
agficulture. 1f then most of the industries ere consumer
geeds industries, an ebsfacle is already put on the extent
in which the benefits of refward”and'backward,linkages cen

" be reaped.



o mene s Ao and g me 90 =
lpolys - Irade - in Manufactures - et

.uwu¢1:t mport-Analys is. b _Impert Groups and Standard -

Remarkable changes have been effected in the

.~(~ el

ccntent ef imports since Jndependence as can be seen in

v

Tables u 8 and u 9. The share of consumer gccds imperts
eut 0f tetal impcrt value which was uéné percent in 1964'
gct te its lowest level of 26 2 percent in 1976. It _
increased to ﬁ323§ o millimn (32 1 percent) in 1982 after
which 1t declined tcfé; { percent in 1986. 'l -

S The share.of capital goods imports cut ef tctal
impert value had a fluctuating upward“trend up to 1976.
‘The share which was #1&2 8 million (28 1 percent) in 196h
mcreased to u2684 u millwn in 1976. By 1986 | 1t
became NZSBS 2 million (h3 3 percent)u Generally, o
while the share of consumer goods in the total import
was decreasing in the ‘mid-1970s and increasing in the
late 70s and early 80s, the share efpcapitaljgcods'andl
raw material was increasing in the mid-70s and falling
in the late 70s and early 808. This trend changed by

‘1986 when, the share of consumer geeds declined to

27.1 percent and that of capital goods and raw materials '
increased to 72.8 percent. The'implicaticn of the
pattern up to the mid-708 is that while the country was
trying to increase the level of self-reliance in the
supply of consumer goeds, it was decreasing in the

level of self-reliance in the supply of capital goods.

The change in government pelicy in the late 1970s and

{
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TABLE 4.8

IMPORT ANALYSIS BY END-USE AT CURRENT PRICES (¥ MILLION)

<

—TMPORT
GROUP

1964

1966

1968

1970

1972

1974

1976 -

1978

1980""

;1982

198h'§

1986 ¢

Consunmer
Goods

234.6

180.8 ’

2.4

. 218.2

356.7

506.5

d3u8%8f

[
}

55,8.3

25796

f

3239.0

i

f

1620,0 <

" Durable

Non-durable

195.6
39.0

14,6.0
3.8

172

125.2

Lhoh

173.8

9.8
261.9

' S

‘569 - ) 490.7“

R
2088.9

| 539.,2
2699.8

102;1

1267.7 |

"130,8 - |

Capital Goods

and

'Raw Materials

1267.4

326.6

230.6

519.6

6261

371.6

1220.2

3783

i .

1979.3.

f55i9;6-5>

i
i

-

5é§z’u.‘ej

{
i -

i
i
1

gsézu;s

i

3103.2" |

i
‘
3

h3ﬁ7§6““

Capital Goods

Raw Material

142.8

124.6

181,.6
142.0

124 .1
106.2

285.2
23k.L

366.7
259.7

6146.5
573.7

2681

1099.9

-1806.3' |

3551.0°
2073.8

2297.0

5278

17864

'1316;$

2585,2 " - |
-:6762;u'"‘

Miscellaneous

s

5.4

22,2

1.7

3.1

10,6

15.3

S

.13.5ﬂ

2.7

8.6

s |

. '702 -

TOTAL

507.4

512.8

385.2

752.5

986.2

1737.3

5148.4

- 8140.8

10100.1

| ugau,é

597@;8

wgs.e |

Federal Office
Central Bank of Nigeria, Annual Revorts and Statements of Accounts, Various Issués

Sources:

(1)
(2)

of Statistics, Review of External ‘Trade, Various issues.-




Various issues,

TABLE 4,9 _ _ _
IMPORT ANALYSIS BY ENDSUSE IN PERCENTAGE _ ) : -
1 : I i
IMPORT ‘ 3 ! = ? 5
GROUPS 1964 - 1966 1968 1970 1972 1974 1976 1978 .].1980 1982 1984 | 1?86 :
. — — — T T —— % — T
Consumer Goods 46,3 35.3 37.0, 29,0 | 36.2 29,2 | 26,7 |: 3153 | 31.4| 32,1 30.5) 27.1-
Durable 38,5 28,5 4.5 5,9 9.6 7.8. | i 5.6 7.0 600 5.3 2.3 2.2
: oo o P i
: ' : i ' ) ’ :
Non-durable 7.8 6.8 32,5 23,1 26,6 21,4 22006 24,3 | 25.4 26,7 28,2 |- 24.9
. ‘ ; i =
Capital Goods and . ' | : ; :
Raw Materials 52,7 63,7 59,9 69,0 63.5 | 70.2 173.5 |- 68,5 . ?8.4 6-7_95 £9.2 |- 72.8 .
Capital Goods 28,1 36.0 32.3 37,9 | 37.2. | 37.2 | 52,1 46.3 |43.2| 44.8| 39:8| 43,3
' . «' ? ' ; :
Raw Materials 24,6 27,7 27,6 3141 26,3 - 33,0 %21;,4 22,2 n2542 22,7 29.4 29,5
1 T : %
Miscellaneous 1.0 1.0 3,1 2.0 0.3 0.6 | i 0.3] 0.2 | 0.2| o0.4) 0.3] 0.1
Total 100 100 100 100 100 100 | 100} 100 | 100f 100 00| 10O
Sources: (1) Federal Office of Statistics, Revisw of External Trade, Various issues.,
(2) Central Bank of Nigeria, Annual Reports and Statements of. Accounts,

..\
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early 19805 w1th regard te mass impertation ef consumer

goeds 1ed tc the ebserved pattern ef the period.

i ? G . J

The changing pattern of 1mports is ev1dent when

LY

ene examines Tablesh 10 and h 11 which shew -'w'"

' disaggregation ef Jmperts by Standard lndustrial Trade )

- o, . ,,_.el.
Classification. The share ef manufactured geods

class;fied which was 3162 3 million {37 6 percent) ln
1960, declined te h109~h‘million (28 h percent) in 1968
and then increased to §523 h million (30 1 percent) in
197h This has snnce then been on the decline.:mfhe

v

_ proportion of all imperted manufactured goods8

declined- fremth 7 percent~1n{1960,*threugh 35,2

percent in 1970 and 30 7 percent in 1980 to 2. 8 P
percent"~ w--'l986.- -On-the- other~hand< the share of :
machinery and transport equipment which has been on -
the increase, rose from N103.3 millien.(23.9'percent)

in 1960 to ﬁ282.6 millien (37.4 percent) in 1970,
ﬁ3363.i_millicn (40.9 percent) in 1980 and then declined
to %2277.8 million (38;1 percent) in 1986. The peried
witnessed a downward trend in the percentage of
beverages and Tebaccoe in the total import value. The
'general decline is a reflection of the expansion of

domestic production ef these geods mest especially

‘beer, soft drinks and tebacce.

L.4.2: Export Analysis by Standard Industrial
o Trade Classification (SITC)

As can be seen in Tables 4.12 and 4.13, the share

8. The manufactured goods here include manufactured
gocds cla351f1ed and miscellaneous manufactured goeds,



TABLE 110

TMEORTS BY COHMODITY SECTIONS, S.I.T.C. (% MITLION)

STANDLRD INDUSTRIAL TRADE CLASSIFICATION (S.1.T7.C) SECTIONS ]
] rotal 0 1. 2 3 L 1 s . 6 b7 ; 8 9
Year dall ‘Food and live | Beverages Crude Mineral, fuel | Animals and Chemical Manufactured | Machinery Miscellan— Miscellaneous
: Sections | Animals and Materials Lubricant and { vegetable oil -goods and Trens— eous Manuf- |- Transaction
: : Tobacco ) . Related ) and Fat > classified port Equip- actured
: i ’ / ‘| materials i ‘ - ment Articles :

dg60 | 1318 | 0 7.8 123 b3 227 9.1 - 2.5 162.3 103.3 7.8 6.7
g | el wro | e | bs | s 0.2 27 | w6 | g6.5 13.3 6.1
1961, stk | w2 - | 58l 7 o 1.0 | 052 30,2 179.2 19,8 45.0 5.6
| 1966 s12.81] 516 b6 ol o ol 76 o b6 | 586 190,8 3.6 5,6
SRR R 385,2 284 - 23 | 105 2.1 0.6 1.9 oo | 1197 28.0 12.2
\ 1970 752.6 ST L0 16,7 22.1 0,8 88,1 2261 282,6 39,5 1T
i 1972 986,2 | 95,1 b3 ..l 20,7 9.8 1e1 102,6 261,9 398,5 83.1 3.1
g{' 1974 1731,3 15,8 . 9.0 . 63.7 55,k 3.6 191.0 5231 611,8 11,0 10,6
. 1976- 51‘118.5 : Lh0.9 . 6L.O0. . 78;9 - 178.0 . 27 397.0 1136.2 24k, 7 371.8 15.3
) 1978 8110,8 | . 1027.1. 52.3 | 1088 _ i -157.0 81,3 610, 2 1873.6 3562,8 6242 13,5
1980 8217.1.. | 10L9.0 2.8 | el | 118.8 . 96,1 __881.0 1929.3 33631 . 583.9 12.7
. 1982 | 10100,1 | 16k2,2 - 16,k 207.2 . 18,6 -3 151.b 981.6 2137.1 | 14169,9 8L2.3 36,6
; 198y . | ui8L.s | 843,2. 10,L 187,5 52,1 101.8 656. 1 8L6,0 l 160L.y - 171;2 1.9
1986 | S97L,7 - 62,0 1h,5 193.9 32.0 .| 12,8 1039.0 | 1237.1 I 2277,8 _2l6.i i 1.2

Sources; 1. Federal Office of Statistics, Review of External Trade, 1979, 1983, 1987

2, Pederal Office of Statistics, Annual Abstract of Statistics, Various Issues

)
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LI R ?ni'imﬂBjEfg 11°
" . IMPORTS. BY GOMMODITY. -SECTIONS, S.I.T,.C,

Total | ~ SPANDARD INDUSTRIAT. TRADE CIASSIFICATION

Year| — all: | : -

Sections C 0| 1 213 L 5 6 7 8 | 9

et he—— -t

~ 1960{7100.00 11211:2,8112005,21| 0401 5:7|:37:6 | 23.9. 11,1 [ 1.6

|1962| 100.00 | 11, 6'ﬁ4";i&g~6 90,0 | 6,0136.0| 23,8 |20.7 1.5
1964 100,00 | /8. 1@,4;ﬁi;5?7‘6~v6:65¥5 ;7'?35 3: 26.5 | 8.5 | 1.2
1966 100.00 | 10.1/0.9/2.8/1.5 |.0.1 | 8.130.9|37.2 | 7.3 |1.1
[._1953 1oo. 56 ) 7 3‘: 2#7?2;5“ o 2 |11.6 |28.4|31.1 | 7.3 3.2

1970| 100.00 | 7, 7f _e:zfé;é 0.1 |11.7|30.0{ 37.4 | 5.2 | 1.9

1972 200.00 |.9,6/0.4{2.1{1.0}.0,1.|10.4 | 27.2{ 40,5 | 8.4 | 0.3

1974} 100.00 [:8.91:0:5/3:73:2:[70.2311.0 |'30.1] 35.2 | 6.6 0.6
1976| 100.60 ff*é"éjiﬁz 1.5/3.4 0.5 | 77| 221 47.5 | 7.2 | 0.3
1978 100.00 12, .6]0.6 1.3415§ﬁ;1 0} .7.9|23.0|43.8 | 7.7]0.2
1980' 100.00 {12 s.oezvg,O‘a;4j 1.2 |10.7 23.5 | 40.9 | 7.2 0.2
1982| 100.60 | 16.3[0.2[2.1]2017' 15| 0.7 | 21,2 | 41.3 | 6.2 0.4
1984| 100.00 |18.8[0.2(4.31.2 | 2.3 [14.6|18.9| 35.8 | 3.8 0.3 -
1086 | 100.00 |13.4{0.2{3.2|0.5 | 2.1 [17.4| 20.7] 38.1 | 4.1]06.1°

Sources: (1) Federal Offioe of Statistics, Revlew of External
' , Trnds, 1979, 1983, 1987.

(2) Federal Office of Statistics, nngﬁl Abstract of
Statistics. Yarious issues. . T
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TABLE L.12

. EYPORTS BY COMMODITY SEOTIONSy S.I.T.C (3 MILLION)

SSIFICATION (S.I.T.C) SFECTIONS

STANDARD INDUSTRTAL TRADE CL A _
Year|  Total 0 T 2 - 3 L L 48° _6 7 8 9,
all Food and Beverage Crude Mineral, fuel| Animals and Chemicals | Manufactured | Machinery Miscellan~- | Miscellan-
Sections A;-J%J::ls Toba:zt:g Haterisls Panugrjﬁii::ed nge;:':le ol . ' ﬁ:i:ified ;ﬁitT]ETZLS;- ;Oa;:ifacﬁ.:u.fed "E.‘org:.s.actions '
materials : zent articles .

1960 | 33102 . 86,0 0.0 188.7 9.1_ __38.7 ouy va'.oé - o.c? 5.3
_1962 328.0 1L.8 _0;2 16l 1y 33.8 30,3 0.5 17.7? = o.i 6.2'?
196} 420,9 k.3 0.1 186, 4 6L.5 . 36.8! o.zl’ 29.5? = 0.1 7.0?
1966 | _ 557.4 7151 0,2 200.8 186.3 -1,9.0% o.1f' 38.0; - 0.1 . 1.8
1968 | 113.0 31,5 0.0 142 1 75.1 25.9. 0.1 32.]_; ' - 0.2 AN
1970 887,1 67,7 - 0.0 1228 520.0 2.9 0.3 39.1;1 - . 0.2 b1

1972 | 1421,8 125.0 0.0 63.5 1180,0 T, 0,6 21.5. - 0.1 7.6
1974 | 579L.8 199.1 0.1 123,2 5386.7 | 335 1,.<%~ 37.6'! 2,5 0.k _10.2
1976 | 6751, 1 21,5 0.0 5.1 53663 51! 0.9 21.6] L€ 0.3 25,8
1978 6056,0 LL7,6 0.1 58.2 SL73.2 - 3.9 N/ 31.65E hz N/a .4
1980 _ | 13687.4 221,1 0.0 1.0 133%0.7 15.9° . 1.0 17.L. 0.6_; , 'o.sg , 56,2,
1982 | 9196.L 18h,0 0.0 _25.6 8929.6 2.5 0.12' 1p.gi 0.0 0.1 : uo.»z_:
198l 9127.8 237 0.0 1S:hs 8685.4 th 0.9. 12,4, 0.0 0.0 17h.3
- 1986 DL7.5 Lh2.6 0.5 5.8 8h25.7 1.0, 1.6, 1.9 0.0 0.0 Jo 118

Sources: (1)  Federal Office of Statistics, Review of Extemal Trade, 1979, 1983, 1987

(2) Federal Office of statiétics, Annual Abstract of Statistics, Verious Issues

L ARSIt
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;of manufactured goods nn total exports whlch stood at
_sj"o’ mllllon (0.9) percent) in 1960 got to its hlghest
.peak of ﬁ32.7 mlilion (7 9 percent) in 1968 ’ Thls wasl

before the advent of Petroleum. Wlth the advent of

petroleum, the share of manufactured goods decllnedlto
h h percent in 1970, O {-percent&in 1980 and below »
0.1 percent in 1986.“ Machinery and Transport equlpment
vas“not only exported between. 197h and 1978 lts‘share
was relatlvely very low. Equally low were the shares of
' Beverages and Tobacco and Miscellaneous manufactured
artlcles.: 6n-the ctherﬁhand;'crude“materiais had the
largest percentage share 1n the total value of exports
between 1960 and 1968 after whlch the share of Petroleum
became paramo u‘nt,..f_ ._..-The‘_ -share which was 57.0 ,p,ercen.t in
1960 progressively declined to 3&;& percent in 1968. The
share of Mineral, Fuel, Lubricant and Related materials
which was 18.2 percent in 1968 increased to 58.6 percent in
1970. 1t got to the hlghest peak of 97.l percent in
1980. By 1986, it has declined to 93. 1 percent.

From the foregoing analysis, it can be concluded'.

that not much has been achieved in terms of the export

of manufactured goods.

.4.3: Import Content of Apparent Consumption

Table  li.14 shows that the import content of
apparent consumption‘dn Nigeria remains very high as
far as manufactured preducts are concerried despite more

than twe and a half decades of intens ive pursuit of
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TABLE 4,14

AVERAGE OF SELLECTED INPUT COEFFICIENT IN THE
MANUFACTURING SECTOR, 1973 - 75

RAW MAT, THMPORT/ IMPORTED
TNDUSTRY GROUP . %%ES%T/ TOTAL ¥3¥A5AEA4
: SUPPLY il
ADDED MATERLALS
Meat products 0.508 0,382 0.701
Dairy products 0.465 0.631 0.907
Fruit Canning and Processing 0.361 0.657 0.741
Vegetable o0il milling ) 0.122 0.103 0.074
Grain mill products 1.828 O L7k 0.919
Bakery Products 0.029 0.328 0.092
Sugar factory/Sugar and chocolate -
confectionery 0.644 0.509 0.527
Miscellaneous food preparation 0.251 0.856 0,223
Animal feeds 0.122 0.125 0.507
Spirit Distillery 0.112 0.437" 0.209
Beer Brewing, soft drinks., tobacco
Spinning, weaving and finished textiles 0.371 0.369 0.471
Make up Textile goods (except weaving approvéd)| 2.333 0.500 0.746
‘Wearing Apparel 0.145 0.889 0.401
Knitted goods 1.346 0.365 0.987
Tanning 0. 622 0,267 0. 469
Travel Goods ) 0.646 0.399 0.699
Leather Foot wear 0.206 0.2h0 0.324
Manufacture of carpets and rugs 0.691 0.498 0.936
Saw milling - 0,029 0,080 0.04%
Wooden Furniture and Fixtures 0.166 0.360 0.349
Paper containers, paper boxes, etc. 0.848 0.685 0.761
Paper and other Paper products 0.391 0.778 0.702
Printing 0.341 0.350 0.731
Basic Industrial Chemicals/Fertilisers and 0.317 0.992 0.824
Pesticides
Paints 0,471 0.583 0.678
Drugs and medicines 0,216 0.838 0.841
Soaps, perfumes, cosmetics and others 0.603 0.161 0.613
Other chemical products 0.139 0.659 0.839
Products of Petroleum and Coal - 0,492 0.177 0.813
Tyres and Tubes 0.492 0.177 0.813
Other rubber products : 0,207 0.508 0.278
Plastic Products 0.968 0.742 0.806
Pottery Products 0.300 0.815 0.769
Glass products - - -
Bricks and Tiles 0.148 0.416 0,261
Cement : 0,113 0,682 0.564
Other concrete products 3.200 0.829 |7 0.459
-Basic metal 0.274 0.705 - 0.258
Cutlery, Hand tools and general hardware
Metal Furniture and fixtures C.676 0.430 C.824
Structural metal products 0.655 0.363 | 0.655
Fabricated metal products . 2,003 0.205 0,957
Agricultural machinery 0.104 0.939 0.501
Industrial Machinery/Other machinery and
equipments 1.621 €.98%9 0. 684
Radio and T.V. Communication equipment 0.879 0.875 0.799
Household electrical apparatus/Other
electrical supplies 1.428 0.936 0.898
Motor Body Building 0.205 ¢.927 0.734
Ship Building 0.309 0.994 0.770
Miscellaneous Products 0,045 0.825 0.556
SQURCE: Federal Government of Migeria, Fourth National Development Plan

1981-1985, Vol.I, pp. 176-7, Table 12.6.
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impert-substitution policies.h As can be seen in

column 3 of table h 1&, there is no single industrial

.product in which Nigeria was s;if-sufficient in 1973-75
The werst industry groups are these of other machinery and
equipment and agrlcultural machinery, where the degree of
dependence ‘were 98 9 percent and.93 9 Percent respectively.
Others are household electrical apparatus and ether,
electrical supplies (93 6 percent), ‘motor body building e
(92 7 percent), ship building (89 u percent), baSlC
lndustrial chemical, fertilizers and pesticides (89 2
_pereent), wearing apparels (88 9 percent), radic, teleVision
and’ communication equipment (87 5 percent), drugs and
med101ne (83 3 percent) From the ‘same table, it candbe
seen that certain industry groups are capable of attaining '
self-suff101ency in the foreseable future if serieus

-efforts are made to increase local production capac1ty.
These industry groups are the saw milling in which
Nigeria's level of depence on Iimports was_8 percent,

" vegetable o0il milling (10.3 percent), spirit, distiilery
and beer brewing (12.5 percent), soaps, perfumes and -
other_cleansing preparations (16.1 percent), tyres and tubes
(17.7 percent), etc. A more recent picture of import te -
apparent consumpticn is as shoun in Table L.15.. Even .
theugh the table is of course inceomplete with the major

‘omission being products in the ISIC category 38 (i.e.
mach inery and transport equipment), it is clear that thehr
manufacturing sector has only made effectivelinrpads
inte a verp small number ef product areas, mainly

confined to the food manufacturing, footwear, wearing
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ARENT CONSUMPTION
PERCENTA R

RATIO, 1979-1984

" o% - 9%

50% - 90%

efined

10% - 29% |30% - 49% _ _ _ 100%
- Cécoa butter, |Raw Sugar, |Prepared: ~{Cotton yarn |Refined sugar, Wool yarn, Wollen
- Cotton woven }Cocoa., - lanimal. - Iubricating quen_fabrics, W09d~pulg,'Fibre
fabrics, powder,: - |feed =~ . oil pulp,onod pulp d1ssolv1ng,'Wood
Veneer sheets]. table Nom= - ! DR ‘pqlp‘sglphgtes,_Wooq pulp sulphite,
Particle _1 Viﬁe_a' A .911 losic |Glass Wood pulp ‘Senmi-chemical, Newsprint,
boards, | R - ;%a gegahd? bottles Other printing paper, Kraft paper,
Kerosene, - __Eootweqr;._towP; S Othér'pgpe;, Methanolt Chlorine,
Distillate . - Residual | .- 7 - Sulphurie gcid, Nitric¢ acid,
fuel, - “Vfuel bils. Motor . - Zinc oxide, Titanuin oxide,
Jiquified - ;“9,,,.u.z gasoline . |- .. Lead oxide, Ammonia, Caustic soda,
petroleum. " {Tin 1;-;_;Léad;‘:¢¢" _ qu_stgffs,,Nitrogenpus fertilizers
gas. .unw;gugh?:,g Phospatic fertilizers,-

Poltaric fertilizers, Rubber
synthetic, Regere rated cellulose,
Plates and sheeéts, Railwdy tracks,
Steel castings, copper réfined,’
Copper bars, Copper tubes, =~
Copper plates, Aluminuim unwrought,

JAluminium bars, Aluminium plates,

Aluminium tubes, Zinc unwrought,
Zinc plates.

» December, 1988, p, 24

3
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apparel and petroleum related branches.
. Available statistics show that import to apparent
Aconsumption ratios approach 100 percent in the case of no

1ess than 65 percent of the prcducts. This is L

Significantly above average when compared with Similar

9

data for other African countries. lt can equally be

seen in the table, that Significant sceope for import

substitution remains in the paper, chemical, petrochemical

(particularly fertilizers and pesticides) and metal

tes As

product industries.“ A viable industrialisation strategy

therefore calls for a concentration on the opportunities

available for efflCJEnt import substitution.

.

L h h Share of Imports in lndustrial lnputs o

“'The import content of industrial inputs is highest
-in the intermediate and capital goods subsectors
(see table L.16). 1t stoed at 80.7 percent for electrical
machinery in mid-1987, fellowed by industrial plastic and
rubber (79.4 percent), vehicles (78.2 percent), paper
products (60.1 percent), chemicals and‘pharmaceuticals
(55.8 percent) and basic metal and fabricated metal
products (50.3 percent). As can equally be seen in
column l of table L.14, some industrial group are most

heavily dependent en imported raw materials. These are

947 ;The average import-te-apparent censumption ratie
for manufacturing preducts for 4O African countries
groached 100 ‘percent, in 63 per cent of the cases for the
1-1983 period. See UNIDO, "lndustry and Debt in Africa"
lndustry and Development, No. 17, 1987, pp. 1-6.
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) TABLE 4. 16.

. SHARE OF IMPCRTS IN INDUSTRMM

T - (PERQENTAGE)

. Subetrfmanufaturing [Tmperte aeger cent
Wood and ;;;& ;;Qdﬁcts , . 22.4
Non-metaliic minerals , L 23.5
Textile and wearing #ppare; : N 47.6
Chemicals and pharmaceuticals - - 55,8
Industrial ﬁlastic and :ubﬁgr . ;79.4
Basic metal and fabricated metal products 50,3
Vehicleé. » S | 18.2
Electrical machinery : ,86?7
Paper products ' . 60.1

Source: Manufacturers Association of Nigeria,

Sample Survey of the Mgngigcturlng Sector,
June 1987.



‘ S ’fbli.-

knitted goods (98 7 percent), fabrlcated metal products.
(95 9 percent), Graln mlll products (91.9 percent) ‘

_ A survey conducted by UNlDO found that in the early 19803,
60 percent of the raw material consumed Jn the manufacturnng

sector was imported.10* A sample conducted by MAN 1n

decllned 31gn1fncantly partlcularly 1n the consumer goods

subsector.11

The prlnc;pal cause of thls decllne was the
devaluatlon of the nalra and the rapld increase 1n the o
cost of 1mported raw. materials _=on_the. average impert
costs rose by h7 percent faster than the cost of demestic
raw. mater1a1 1nputs dn the perlod January\- June 1987.12
It must be stressed that because -of. the: structure of .
output Wthh is dominated. by .the. food textlle, footwear
and petroleum refdnnng\;ndustraes that are local resource
based, the average share of local resource content in
gross output is reasonahly high. There is an urgent
necessity to accelerate the use of domestic resource
content of'manufacturedvoutput. There is a need to
increase the'backward-integration'of the Nigerian
manufacturing,industry; This is of particular

importance‘with'respect to the agro-based industries

| 10. UNI1DO, lndustry Development Review Series:
Nigeria, 1S. 557. 9 s Do 270

11. The sample contained responses from 222 manu-
facturing firms. The Survey does net state the share of
the respondent firms in terms of manufacturing value added
(MVA), gross output or manufacturing employment.

12. Manufacturers Association of Nigeria, Sample
burvey of the manufacturing sector, June 1987, p. 7




for;which,there_exﬁstspenormous_resource potential. .

h 5 Spatial Structure of Manufacturing | '
o W1th the number of establishments and employment o

.as indicators and the States as units, the broad

oy o g, ~-

~dls‘tr‘lbut10nal pattern of Niger ian manufacturing

i LA g e
. H [ A

industries in 1975 18 as shown in Table h 17. _ihé”

overall btate distribution which was rather uneven
had theuhléheSt number of establishments located in Co

TR N b N arst o

Lagos. Out of a total number of 1290 establishments,
Lagos S‘tate had 3)_|_6 (26 8 percent) While Anambra,

Bendel and” Oyo ‘States had 10.2 percent, 8.l PerCent S

and 7.8 percent respectively.. ‘These four ‘States accounted
fé%‘§332'pé£éeﬂt“of“£he totallnumber of establishments

in Nigeria even theugh their population stood at 22.9
percent of the total for the country. 'There was a great
disparity in :industrial_ distribution between the Southern
and the Northern parts of the country. By 1975, 75.1
percent of industriai establishments and 74.3 percent of
industrial employment werelconcentrated in the South even
’ thOugh.it accounted for 46.9 percent of Nigeria's
population. Even when explicit allowancelis made for the
‘differences in the.State distribution ef popuiation,'and:a

more realistic basis of compariseon obtained by cemputing

'13. The figures on the pepulatien eof states were
collected from Manpower Board Federal Ministry of National
Planning Publicatiens.



Cmawews | B
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Stat" ”'nstablishmentsm

R

 Bendel | 108
'Bonuo‘_ o ég;_ N
| Borno 'L“M ; i@w,

, Gongola 'M””i;fjgsf_’“'fiji; | 186

| eose| wse | 2e

-, f;ﬁ,ggi;24 735; .,19;;,,”_.

 Kamo

. gwara "'-”igaLg”f“ﬂ”" 2 2| 7 59@, 3.1

tages | 346 . | 26.8|105,08 |43.0
 Biger 1 | 12| 33 | oa

.. eem | . 53 | 41| 1,8% | o8

‘ondo 5o | 3.9 3,600 | 1.5

©

- oyo S 100 - | T.B|. T,4T4 3.1

Plateasw | . 42 | 3?5'.'.4'241\; 1.7 -

G mvers . | 370 | 2,90 7,629 | 3.2

 Sokote | 36 2'8r 4,056 | 1.7
Twomz | 1, 29@¥i$?f?”” 100.2.| 244,243 | 99.8

Source: (1) Pederal efrice of Statistics,
vtk " Industrigl Survey, 1975-718. =

Note: The Federal foice of Statistics has discontinued
. preésenting figures om the State distribution of

manufacturing establishments, value’ added or"

‘prodnction in the surveys Irom 1976 :

A0 S
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the ind ustrlallocat ion guot J'Lent.,,,1~ b the d isproportionate
concentration is still noticeable,  From the industrial_
locatlon quotlent for 1958-62 the predomlnance of the
‘bouth-West part of the country (Lagos and the Old 1:”f°'::
Western Heglon 1nclud1ng Mld-West) in. manufacturlng J.“,
actlvltles was evldent.. Durlng-that perlod Lagos had?ﬁf:
1.4 while the West recorded 1. 3., With the- creation of
more btates 1n 1967, ngerla s problem of spatlal non;‘“;
diversification of manufacturing industries became more
obvious. _Of ail the twelve States in Nigeria in 1970,
seven (North-kastern, Benue-Plateau, North-wWestern, South-

sastern, Western, Kano and Kwara) States had location

quotients of less than 1. This indicates that their share

14+ The computation of Industrial Location wuotient
used the formula stated below which is credited to A.
AdeJjugbe, in F. A. Olaluku et. al. op. cit., p. 43.
Number employed in manufacturing in a state ¢ State Population
Number employed in manufacturing in Nigeria FPopulation of Nigeria

Industrial Location wuotient is a measure of the degree
of industrial concentration in a sub-area compared with the
general concentration in the whole area. w&ither the labour or
value added index can be employed. 1ts value ranges from zero
to infinity. A unitary, less than one or more than one indus-
trial location quotient indicates that the state's share of
industry is proportional, less than proportional or more than -
proportional to its size respectively.
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of manufacturing activities fell below what they should have
been in view of their share of the total population of the
-country. Out of the five States with location quotient

of 1 and above, Lagos State exhibited the hlghest Jndustrlal ‘
concentration with a location quotlent of 13. 50.15 By
1973, there were not major changes in the distributional
pattern even though the location quotient for Lagos had
increased from {3.50 to 17.51, with that of Bendel'

declining from 2.53 to ’1.37.16

By 1975, Lagos State
still had the highest industrial location quotient of
1&.39; followed by Bendel (1.58), Cross River‘(1.56)
and Kaduna (1.40) as shown in Table L.18,

This distributional pattern is largely due to
purely economic con51deratlons such as nearness and
easy accessibility to the market, sources of raw
materials, labour and chér cooperant factors. . Since
a large percentage of Nigeria's manufactures.afe
consumer goods, the production of which are based

largely on imported raw materials and capital goods, the

industries are mainly market oriented. Conseguently,

15« 0. Teriba, E,-C. kdozien and M. C. Kayode, :
The Structure of Manufacturing Industry in Nigeria, lbadan,
Ibadan University Press, 1961, pp. 71=71.

- =-16e 0. A, AdeJugbey "Manufaéturing" in ‘F. A, Olaloku, -
et. al. op. cit. p. 43.
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TABIE 4,18

NIGERIA: TOCATION QUOTIENT OF REGIONAL DISTRIBUTION
OFiygNﬁﬁgﬁﬁﬁﬁTﬁﬁ“ STABLISHMENTS BY STATE (1

hS%éﬁei ' Location‘Qﬁotient*

Anambra = . 0.7L
| ({".;—B;alilyghi.-.:.‘.::’,’:;l, oo et o v S = »..,—u..o._,,;__.oA4~ e e e
_Benue:-1w| 0.08°
Borno'i.n ou fnniari o Qa04 L e s
“gross River | 77 1.56

RS dotigola B s 1YL SR S A
' ime R . o217 R T S T
Kaduna ‘ ) . _~1 <40 -
. Kamo . . . ¥ . .0.76. L
cutooEwWara o ool 00495 Ly
ST -iégbézjfnffnﬂ ;:rw‘ﬂ"14.93 -
Niger 0.07
Ogun ! 0.24
‘Ondo : 0.31
oyo , 0.33
Plateau 0.48
Rivers - 0.95
Sekoto n . 0.21

- Sources;Compiled from .

(1) Federal Office of Statistics, Industrigl Survey of
Nigeria, 1975-1978.
(2) Federal Office of Statistics, Annual Abstract of

Statistics, Various Issues. |
Note: 1. *IQ = Number Employed in Manufacturing in a State
\ : Number Employed in Manufacturing in Nigeria
St Population
_ . Population of Nigeria .
2. The Federal Office of Statistics has discontinued pre-

senting figures on the State distribution of manufactu-
-Ting value added or production in the surveys from 1976.
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they are located in the coastal areas w1th heavy urban

. conoentratlon of populatlon and the largest consuming
areas of btates offerlng all the local protection of
distance from the coastal areas. The congestion in
these areas is already serv1ng as dlSlncentlves to
further 1ndustr1al concentratlon in these ‘areas., This
congestion points to the fact that there has been no
marked or effectlve 1ndustr1al policy dn industrial
dispersal in ngerla. At the Federal level, the
location pollcy was llttle more than a general process

of persuasion addressed to fgrelgn investors to invest

in Nigeria. A more direct and more.active industrial
location policy is to be found at the level of the

State governments. The active competitive inducement
for particular private firms to be located in alternative
areas of the country was more of an activity pursued at the

level of State government,

LL.6: Investment and Ownersh ip Structure

lnvestment has declined significantly during the
recession of the 1980s. The gross domestic investment
to GDP ratio has .declined from 19 percent in 1965 to 12
percent in 1986, though the Fourth National Development
Plan expected a gross domestlc 1nvestment ratio of

15.6 percent. Under the Structural Adjustment Frogramme,



~~?;::%%%;m='~
total capltal expendlture was planned to.be of

the order of h17 710 mllllen (in current prlces)
_lndustry i was to obtaln NZ 693 mlllion (i.e. 15 percent)
and 01l and gas a total of N1 95& mlllion (11 percent)

cf the total publlc Jnvestment.' Only the agr1cultural

sector's share of 18 7 percent of total planned invest-

TR 1f7

ment expendlture was SJgnlflcantly hlgher. ThlS is a.

SNy el

reflectlmn of the relatlvely hlgh prlerlty the government.

places on’ Jnvestment in manufacturlng 1ndustry.

- e o

" Estimates of the inter-branch investment in .
ngerlan manufacturing cver the perwd 1971 -1 985 are
presented in Table h 19.A Though comparablllty in terms
of sectoral shares, partlcularly over tlme is strlctly
llmlted, the estlmates permlt a- few generallsatlon.

The flrst of these 1s.the 1mportance of the publlc a
sector which clearly stands out. The public sector is"
respons ible for the bulk of investment dn ine intermediate
and capital goods 1ndustriesf During the'period'1971-78,
about two-thirds of investments in the intermediate and
capital geods'industries 6riginated from the public
sectcr. Investment levels during the Fourth National
Development Plan envisaged only a small_reduction'in the
public sectors participation mithin the intermediate.and
capital goods sector,

Another discernible feature is the cencentration
of private investment in consumer goods. industries.

While the share of private investment in the consumer

17 « UNIDO 1ndustria1 Development ReV1ew Ser ies:
Nigeria, 1988, p. 29. . . ,
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TABLE 4,19

DISTRIBUTION OF MANUFACTURING INVESTMENT, 1971 - 85 (VALUE IN & MILLION)-

PRIVATE PUBLIC
Consumer | Intermediate Consumer -Inter&ediate
Goods and capital Total Goods and capital Total
Goods- Goods
Year Value Percent Value Percent Uaiue Value Percent Value Percent Value
1971-1974 252,4 70;6 105,2 29.4 357b§ 161,0% 51°12* 1,286,2% B85,57* 1,447,2
1675-1978 | 1,439,.2 73.2 527.1 26,8 1,965,3
1975-1981 - - - - 782,0 20,60 3,017.2 79.40 3,799,.2
1981-1985** - - - - 3,000 500.0 9.21 4,924,0 90.78 5,424,0
Source: Forrest, T, (1983), "Recent Nigerian Industrialization" iﬁ Fransman, M,,

Industry and Accumulation in Africa, Londan, Heinman, p. 335 and

Federal Republic of Nigeria, Fourth Natio
1970 -~ 1978 - . .
Planned Investment in the Fourt

nal Oevelopment Plan,

h ¥ational Development Plan

[
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goods‘industrles has rﬂsen, that of the publlc '
1nvestment has decllned at least uptlll 1978
.Furthermore, prlvate sector lnvestment has groun‘
' faster 1n the consumer goods industrles than in the
1ntermed1ate and capital goods industries. o

| Over the period 1970-78 1nvestment in manufacturlng
lndustry grew rapldly,n Gress Jnvestment whlch was
estlmated at NEOO-&SBO nllllen durlng 1971-7h perlod
rose to ﬁ3 6 bllllon durlng 1975-1978 perled. Dlrect

publlc Jnvestment contrlbuted at 1east 60 percent of

thls amount._ Prlvate investment which grew rapldly

dur ing-1975=77 .slowed down later fellow;ng the
1ndigenlsatlon decree 0f 1977. After 1978 1nvestment

,--. v,

levels ln the manufacturlng sector became reduced, due
to the government!s dec1510n in and after 1982 to
restrict Jmports and to pestpene and reschedule major
industrlal proaects.18 3
Foreign investment alse contracted during -

1978-198l4. Until 1975, foreign investment was the

dom inant factor in Nigerian manufacturing secter. In.
19751 private non-Nigerians held J42 percent of the
equity of large scale manufacturing enterprises.19
Fore ign manufacturing - investment represented about 22

percent of tetal foreign~investment,in Nigeria during

18. UNIDO, op. cit., p. 30.

19. T. Forrest "Recent Nigerian Industrialization",

in Fransman, M., lndustr and: Accumulatien Jn Africa,
Londen, Helnman, 1983, pP. 335.



e while in the 19608 annual inflow of net direct
.private foreign investment on the average exceeded B

outflows 1n the form °f Prﬂflt. diVldends and other o

\\\\\\

exceeded net direct, private foreign 1nvestment during
the period 19?0-1978.' There has been relatively small
,new foreign investment during the 19805. Unlike manyA:.'
other African countries this flow has not completely
dried up..: Thus during 19814.-1986 net foreign o
investment equalled about ﬁBOO million.zolh |

The government's privatisation programme has been

designed to encourage the growth of direct foreign :,
1nvestment.A lf the programme is fully implemented,A
then it will be a significant policy departure'fromjthe
emphas is previously laid -en the indigenisatien of'the
management and control ef the large'scale-enterprises._
Nigeria's industrialization process initially |
promoted a high concentration of foreign ownership in
the manufacturing sector. This was due to lack ef
dynamic ind igenous entrepreneural or technical/managerial
class with adequate'indigenous resources;' As a result
foreign private capital became the ma jor leading
instrument in the manufacturing sector. -Eefore the

passing of the Nigerian hnterprises Promotion Act of

e

'20. UNIDO, op. cit., p. 32.



1972, foreigners ewned abcut 61 percent cf Nigeria S
industrial investment in. 1965 . The public sectcr i '.
_accounted for 27 percent and the Nigerian Private sector,
| 12 percent As Table h 20 indicates, the share of

fereigners “in’ the cwnership of the manufacturing and

prccessing enterprises ? declined frcm 57. 3 percent in
1970 to 47.6. Percent in 1980. On the cther hand, the -

.

'_Nigerians'vshare 1ncreased frcm h2 7 percent in 1970
tc 52 h percent in 1980. But by 1982 the share of

_Nigerians Jn‘the cwnership cf the manufacturing U

enterprises declined to h9 3 percent.a Thls cculd be

’AattributedAto-the—eccncmie ‘recess ion- which~has encouragedmww~

SN e ;'; -t =} "',' L. —\_r_-. o i~ -—.

RN

dis;nvestment in this sector.

In the area of the form of ownership, the
Scle Preprietorship and Private and Public Ccmpanies
have been the dominantjferms. The Private and Public
companies by 1972, acceunted for 59.5. percent with

the Sole Prcprietcrship reccrding 25.0 percent.

. Altogether, ‘about 32 percent cf the establishments in

- the same year were Sole Proprietoerships and Partnerships.

This was an improvementhever 1966 share of .’ 41 percent.z_1

3

BT Performance and Efficiency

The estimates of total factornproductivity growth
within the manufacturing sector for the peried 1962-80

21, See A. Adejugbe, op. cit., p. 45.
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o TABIE 4.20_

OWNERSHIP STRUCTURE OF INDUSTRIAT, SECTOR ENTERPRISES.J

"INDUSTRIAL SECTOR 1975 | 1980 | 1982
Foreign 100 | 37.6 | 24.6 | 21.1
Nigerian -~ | 62.4} 75.4 | 78.9

Manufacturing and Processing
. Foreign 57.3 | 52.7 | 47.6 |50.7
Nigerian 42.7 | 47.3 ) 52.4 | 49.3
Building and Construction
Foreign 91.3 | 61.3| 52.2 |59.5
Nigerian 8.7 |38.7| 43.8 | 40.5

Sourcqs} (l). Nigeria, "Twenty Years of Independence"

Financ1gl Times, 1980.

(2) Central Bank of Nigeria, Economic
- PFinancigl Review, Various issues.

ad
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- shows that it increased from an index of 100 .in
1962 to an index value of 239.91 in 1970. This
~productivity growth was negative for most of the
years in 19705,%2 UNIDO estimates of total factor
productivity gfowth in the Nigerian maﬁﬁfacturing
sector during the 1980s show that it declined in
the first half of the 1980s.

According to UNIDO study, positive labour
productivify growth in real term523was recorded for
only 13 of the 26 brancheé for which data is available
for the 1973-1983 period. Productivity growth in
the electrical, machinery, other chemicals and
leather products secters was not significantly
greater than zero. The productivity growth
performance of the intermediate and capital geods
industries was disappeintingly low.?'h'

 Table 4,21 gives some indicaters of the
financial performance of the manufacturing sector,
One easily‘noticeable feature is the relatively high
level of gross profit to value added ratio in the
pre:recession (1970-1978) peried. The mean gross
profit to value added ratie was as high as 80 percent
during the period. ' This declined to 75 percent during

the recession of the 1980s. There is equally ne

22, A. 0. Olaloye, "Total Factor Productivity Trends
in Nigerian Manufacturing", Nigerian Journal of kconomic
and Social Studies, Vel. 27, No. 3, 1905, p. 322.

23. Measured as VA/E at constant 1980 prices
(VA = Value Added, & = Employment).

2y, UNIDC, op. cit., p. 18.
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TABIR 4,21,

aE SEIECTED INDICATORS OF THE FINANCIAL PERFORMANCE
Sk MANUFAC URING SEC OR, 1970-84.

tour [ g moit. fis:g::aizgiét e
1970 | 3.4l | o.82. 046
1971 | 7 3.957 1T T0.80 | o T
1972 3 (B4 0T e 00T

1973 ;3.90T7"M” e 0.83 '0.44

1974 3.98 0.80 0.46
11975 3.73 0479 0.43

1976 3.96 0.80 0.38

1977 3.28 0.77 0.42
1978. 3.48 0.78 0.45

1979 - - -

1980 3.57 0.78 0.51
11981 2.29 0.70 0.38

1982 2.69 0.73 0.46

1983% 3.88 0.79 | | 0.52

1984 2.91 0.74 0.43
§2§£gg: UNIDO, IndustriéiﬁDgzelopment Rgfjeﬁ

Series: Nigeria, IS. 557. 1985, p 20,
"UNIDO data base.
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indication of rising industrial cest during the
1980-198& pefiod because the average value added to
_gross ouﬁput ratio ‘rose to U6 pefcept during.this
per ied from uh peréent in the pre-recessibn period.
1t is worth mentioning that the healthy growth

of the manufacturing sector deesknmt solely depend on
the generation of high prefit rates but alse on a
sustained and rapid growth of self-financing ratios
within the sector. Th;S'bécomesimportant because
of the high level of‘fdreign particibation in the
Nigerian. manufacturing sector, with the associated
high level of‘transfer péyments en Niggria's . o
" acceunt. Hence increaéing industrial efficiency mﬁst

‘involve a recognition of the need for an imprevement of
* the terms 6n-whiph Nigeria supplie$ expérts‘and receives

imports and capital from international markets.



CHAPTER F1VE

THE STRUCTURE OF DOMESTIC RESOURCE COST AND EFFECT1VE
PROTECTION IN THE NIGERIAN MANUFACTURING 'INDUSTRIES

5.1: lntreduction

This chapter is concerned with the evaluafion of
the Domestic Resource Ceost and Effective Protectien in the
Nigerian manufacturing industries. The estimates of
Domestic Resource cest and the varieus measures of
Protection for 1970, 1978 and 1985 that are presented in
this chapter have been calculated on the'basis of the
methods of measurement discussed in chapter Three. Perhaps
it should be mentioned that the bééié data of analysis are
generally imprecise. Lkven the Carter's1 input-eutput tabie
6f the Nigerian economy on whlch the estimates are based, is

not free from errors due malnly to scarcity and ir#egularity

of primary data.

5.2: The Structure of Domestlc Resource Cost in the
Nigerian Manufacturing Industries

5.2.13 Industrial Project Seléctivn in Nigeria

In Nigeria, a fundamental role-is ascribed to
indﬁstrialisation in the economic development precess.
Hence, ecanomic pelicies are often designed, te premote
the domestlc production of manufactured goods either for
exports, or in most cases te replace imports in domestic:

‘markets. Theée policies at times attempt at raising the

domestic value added in the industrial secter and consequently

1.. N. G. Carter, An Input-Output Anal sis of the
Nigerian Eceonemy 1959-60, M. dge, Mass., 1966.
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_ the level of employment ef domestic reseurces.“ P@licies

_m.-_'. "y
pee]

are alse formulated t? achieve favourable balance ef

payment threugh either import-substituting industrializa-

tien strategy ef fareign exchange saving or expert-eriented

industrialization strategy mf fereign exchange earning or."

\./,, -

beth. 'Te achieve these and 51m11ar ebaectives, peliC1es

ST ey ‘ = Y . : } g

are usually de81gned te provide 1ncentives which w1ll”

.‘-—\ -~

FICT T

.encourage Jnvesters to establish industries in Nigeria. B

The de01510n making criteria eften used in granting these

ARG ] SRy

: incentives are usually based on the ob.)ective(s) ai‘ | ‘
industrialization policy. Fer Jnstance, i.f industrial:zation
pelicy is aimed at increaSJng the industrial secter's -

domestic value—added,\the demestic value added criterien is

.... J A‘t.\; '\, W

applied. ln a s1milar manner, 1f the pclicy aims at
favcurable balance efjpayments, the Jmpnrt ccntent

criterion is often used to rank petential industrial
-actiVities. An examinatien ef these criteria reveals their
inappropriateness fcr the evaluatien of potential industrial
activities or pregects because of their emphases on @nly the
potential benefits‘aflthe projects. An efficient'resource
allecation decisien.making criterien must‘not only examine
_the petential benefits of an industrial project, it should
‘equally put into ccnsideratimn the cost to the economy of
such benefits. 1t is‘only when the selection of industrial
preaects is based on such a criterien that the decision

mak ing precess can lead to an eptimal pattern eof industrialv-
develepment.‘ The actualizaticn of this eptimal’ pattern cf |
industrial'development calls for'the ranking of petential

prejects according te their domestic cest of fcreign

|

|
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exchange earned or saved, with only the 'least cost' éet‘

of projects being chesen.

' 5.2.2: Domestic Resource Cost: An_Analysis

Invthis section, we ?resent our estimates of the
domestic cost of foreigﬁ éxchange earned or saved in the
production activities of forty-five commodities and
eighteen industry greups for 1970, 1978 and 1985.

Perhaps it is necessary te mention that wé have not
developed any model on which_the estimates presented in
Tables5.1 and 5.2 and the hqcompanying Tables5.3 and 5.4
have been 6a1¢ulated. Rather, our study used one of the
relevant and suitable existing_formulae stated:in\Chapter.
- Three (that is, equatien 3.30). Our cheice of this |
formuia over the other;stafed as equation 3.29, became
inevitable because of the detailed information of the
cost structures of each,of%the firms in the various
industries; with the,assoc&ated large gmountAofldata
requirement of the other férmula, which inadventlj were not
readlly avallable. ' : |
| . The domestlc cost crlterlon puts the least cost
‘project at the‘top of the rank'and the most'expensive
project.ap;ppé_boptgm,-m?his:qgkes,the’poiicy makingAbody
to select projects in such a way that'the desired goal can
be reached within the miniﬁum coest.

. Table 5;1 shows the dohestic resource cest of foreign
exchange (that is, the marginal domestic value added per

unit of fcfeign exchange saved or earned) for forty-five
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TABLE 5671

DONLOMIC PLoOURGE COST FOR FORTY~FIVE COMMODITIES: 1970, 1978 1982

COMMODITIES ‘ 1970 | 1978 [ 1985 -
CONSUMER

Dairy Products 16200 | 1100 | 14450
Bakery Produts 16773 | 1511 | 14508
Sugar and Sugar Gonfectlonery Product{ 14751 | 1249 14600 .
Miscellaneous Food Products S 116667 | 14500 | 14,400
Alcoholic Drinks 26604 | 3,051 | 3,054
Soft Drinks - 1.770 | 24035 | 2,037
Tobacco , 2503 | 34004 | 3,004
Clothing and Made-up Textiles 1¢558 [ 24163 | 1709
Ieather Footwear 126002 2,063 | 1,395
Wood Products 1e502 [16501 | 14602
Furniture Products ' 24031 | 2031 | 14392
Printing and Publishing 1501 | 14501 [ 10401
Drugs and Medicines 1100 [14200 | 1150
Soap and Soap Products - 1e506 | 16302 | 14405
Perfumes and Cosmetics 2013 | 3,032 | 24014
Matches : 1667 | 14500 |14400
Radio and Television : 1e067 | 1750 | 14600
Cameras and Projecters 14750 | 1500 | 14500
Clocks and Watches . Te500 [14500 }14%00
INTERMEDTIATE

Textiles "1 1e334 14503 [14251
Cordage, Rope and Twine 1e333 | 16050 | 14200
Tanneries and Leather Products 24001 |14500 |1e450
Paper and Paper Products 16250 |1e7100 | 14300
Basic Industrial Chemicals 14320 [1.044 } 14085
Pertilizers 1100 | 16000 |14000
Paints, Varnishes and Lacquers 1333 (1333 | 14200
Petroleum and Coal Products 1340 | 1197 | 16094
Tyres and Tubes 1332 | 04988 | 14198
Rubber Processing : ' 16667 {16666 |14299
Plasticware 1328 [1.089 -| 14198
Refrigeration and Household Equipment| 1400 |1.400 |14500
CAPITAL .

Bricks and Tiles 1¢382 {1767 |1e220
Cement and Concrete Products Te244 [16528 | 14316 .
Glass Products _ 16333 |1100 [14150
Iron and Steel Products ' 14333 | 14300 | 14300
Non=-ferrous Metal : ’ 10197 [167196 | 14188
Miscellaneous Metal Products 167149 1148 | 16150
Metal wires 14098 |14201 [1201 .
Of fice Machinery 1400 [1e400 |14250
Non-Electrical Machinery 114150 [14150 [12150
Electrical Equipment 1150 1150 [ 14150
Boat Buillding and Repalrlng ' " [ 1100 [ 16334 | 14100
Motor Vehicle Assembly 16780 24,059 |1449%
Bicycle and Cycle Assembly 14250 116249 | 14150
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commod ities in 1970, 1978 and 1985. The.ranking of - the
production activities of these commedities using the

~ domestic resource cost of foreign exchange is presented in
Table 5.2. 1In 1970, out of the ten least expensive
preduction activities, seven were in the capital goodé sector.
These included the activities ef metal wires, miscellaneous
metal products, electrical equipment, non-ferreus products
among ethers. The only case in the intermediate goods
sector was that of fertilizer produCﬁimn, while in the
consumer goods sector were drugé'and medicine and .dairy-
preducts. Among the ten most expensive activities, eight
were from the consumer goods sector, with the capital and
intermediate éoods sectore each having one. The most .
expensive production activities in the consumer goods sector
were in alcoholic drinks, tobacco, furniture, perfumes and
cosmetics, leather feotwear, among others. Wwithin this
category from the interﬁediate and capital goeds seéxors
were tanneries and leather products and motor'rehicle
assembly respectiVely.

- Unlike 1970, a: higher proportion amoeng the -eleven
leaer expens ive” production activities in 1978 came from th
intermed iate goods sector. While intermediate goods sector
had six of these activities, the capital.goods and consumer
goods sectqre respectively had four and one., In the
intermediate goods sector, thesevactivities were in the tyres
and tubes, fertilizers, basic industrial chemicals; cordage,

and twine, among others. The only activity froem the

consumer goods secter was again the production of dairy
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TABLE 542

RANKING OF COMMODITIES BY DOMESTIC RESOURCE COST :
1970, 1978, 1985

COMMODITIES ' 11970 1978 [1985

CONSUMER :
Meat Products’ A4 16 20
Dairy Products 9 6 32
Bakery Products 38 33 37
Sugar and Sugar Confectionery Products| 36 17 %8
Miscellaneous Food Products - 30 25 - 28
Alcoholic Drinks : 45 45 | 45
Soft Drinks : : 3% 29 43
Tobacco 44 43 44
| Clothing and Made~-up Textiles 29 42 44
Leather Footwear ' 49 4 27
Wood Products : 27 30 40
Furniture 43 38 | 26
Printing and Publishing 26 30 %0.
Drugs and Medicines 2 14 5
Soap and Soap Products - 28 20 31
Perfumes and Cosmetics 4 4o | 42
Matches 30 25 28
Radio and Television 30 236 38
Cameras and Projectors 35 25 35
Clocks and Watches _ 25 - 25 22
INTERMEDIATE .
Textiles _ : : 20 32 - 19
Cordage, Rope and ‘Twine 16 4 14
Tanneries and Leather Products 40 . 25 32
Paper and Paper Products 11 6 22
Basic Industrial Chemicals 13 3 2
Fertilizers : 2 2 | 1.
Paints, Varnishes and Lacquers 16 21 14
Petroleum and Coal Products 21 13 )
Types and Tubes 15 1 12
Rubber Processing 30 35 21
Plasticwarme : . 14 5 12
Refrigeration and Household Equipment 23 2% 35
CAPITAL
Bricks and Tiles : 22 37 17
Cement and Concrete Products 10 A4 25
Glass Products 16 o 5
Iron and Steel Products 16 19 22
Non-ferrous Metal 8 12 | 11
Miscellaneous Metal Products 5 9 5
Metal Wires . 1 15 16
Office Machinery 23 23 18
Non-Electrical Machinery . ) 10 5
Electrical Equipment : 6 10 -5
Boat Building and Repairing : 2 22 . 4
Motor Vehicle Assembly » 39 40 34
Bicycle and Cycle Assembly » 11 17 5
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alcoholic drinks. Generally, most of the 1east expenSive

actxvxties were in the capital goods sector while maJority

. _,_ - S See gty e B

. of the most expensive activities were in the consumer goods

& .‘ Ceh s -

sector.)ﬁThough there are' some elements of conSistency in
the.ranking of some activities, their poSitions were
generally not permanent except 1n alcoholic drinks. | .
The analySis at industrial group levels is shoun.in .....
Tables 5 3 and 5 h 4'For the three years of analysis all :
fthe production activities of the industries in the consumer
goods sector fell Within the category of the ten most -
expensive.» On the other hand all the production activities
in the capital goods sector were in the category of the ten o

YLeemTe s

»least expenSive. The analySis of the domestic resource cost

at the industry groups 1S highly.zqapproprlate as deciSJOn
mak ing criterion since the industries include products
with different production coefficients which make it
impess ible to identify efficient products hidden in .

ineff ic ient industry groups.

The general pattern;of ranking discussed above‘could be -
attributed to the frequent changing of industrial pelicies and- ‘
incentives which made the costs of these activities to vary
over the years. The activities of consumer goods industries
with the highest‘protective measures and incentives turned
out to be most expensive‘in terms of foreign exchange
earning or saving. This:raises the issue of whether theSe
industries have not been over protected. 1t could also be

that there is the abundant supply ef the goeds of these
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TABLE '5.5

DOMLSTIC RESOURCE COST FOR EIGHTEEN MANUFACTURING

INDUSTRIES 1970 1978171985

INDUSTRIES 1970] 1978{ 1985
CONSUMER GOODS, ,
Food Products 1e577 16301 | 1445
Beverages and Tobacco { 26534 |2.847 | 2.851
Wood Products and Furniture | 1.648 [Me772 | 1.500
Clothing and Made—up
Textiles 10558 [2163 | 1,079 .
Footwear-Leather 2,002 2,063 | 1,395
Printing and Publishing 16501 [1.501 | 1,401
Miscellaneous Manufacturing | 1427 M.683 | 1.440
| INTERMEDIATE GOODS i
HPaper and papér.produéts 10250 [1e100 | 10300
‘Textiles | 10334 N495 | 1255
| Rubber and Peoducts | 10533 [1o512 | 1,252
Industrial Chemicals 16320 N.014 | 1.085
{ Petroleun and Coal Products | 14340 {4197 | 1.094
Miscellaneous’ Intermedlate
' Manufactuning ! 10388 Ne202 | T1e243
| GAPITAL GOODS - |
Nonmetal Mianeral Products | 10263 Ne458 | 1,291
Iron and Steel Products | 1333 No300 1e¢ 300
' Nonferrous . metals A | 10197 Ne196 | 1188
) Engineering and Metal
| Production nee.s 10149 NoM49 | 1150
Machinery'and Pransport ' '
Equipment : 16348 [e449 | 14311




|

- 129 -

 TABLE 5.4

RANKING OF MANUFACTURING INDUSTRIES BY DOMESTIC COST.

1970, 1978 1985

" INDUSTRIES 1970 1978 1985
 CONSUMER GOODS

Food Products, 115 8 16
Beverages and Tobacco 18 18 18
Wood Products and Furnlture 16 . 15 17
Clothing and - Made-up. Textlles 14 17 1
Footwear-ILeather : 17 16 43I
Prlntlng and Publishing ““.NW”" 12 12 14
Miscellaneous Manufacturing . 11 14 45,

INTERMEDIATE GOODS |
Paper and Papef products | 3 2 10
Textiles | 7 11 8
Rubber and Products 13 13 . 7
Industrial Chemicals 5 1 2
Petroleum and Coal Products 8 5 3
Miscellaneous Intdrmediate .

Manufacturing : 10 - 6 6
. CAPITAL, GOODS _

Nonmetal Mineral Products 4 10 9
Jron and Steel Products | 6 7 10
Nonferous Metals- 2 4 5
Engineering and Metal Production |
0€oSo ‘ ' ' 1 3 4

Machinery and Transport Equlp— :
ment. : 9 12
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industries in the world market resulting in low fereign
exchange earning. Fuftherm@re, the activities.of some
consumer g00dsinvelVed imperted raw materials and inputs.
that further increased their cest of preductien té the
economy . -

The analysis clearly Shows'that there is the need
fer efforts to be channelled towards the activities of
the capital goods secfer because of its low domestic
cost of foreign exchange generation.

5.3: The Structure of Effective Protection
in the Nigerian Manufacturing 1ndustries

5.3.1: Tariff Policy in Nigeria
Nigeria's tariffMpoliby'has h@t only been ferﬁulated §~f
to provide revenue for the government and also protect the “
lecal industries, it:has equally been cgntinueusly used
over the years to Heip correct the éoﬁntry's external
trade disequil ibrium.
- Before 1970, theré were three fairly recognisable
periods. . in the develepment of Nigeria's tariff pelicye.
The flrst which lasted until 1961 was when Nigeria kept her
economy largely open. w1th modest tariff rate system as
_sources oi'government revenue. Changes in the tari:ﬁ
Aﬁélipy was infrequenF and determined primarily by revenue
' needs of the government. The second peried which started
around‘1962 was whén the tariff system was additionally
determinéd by the neéd:to proteqt and.enc0urage the

country's infant industries. The third peried which



startedabouttheendof1967waswhenexternaltrade
disequilibrium became an add itional determinant of the

level and structure of tariffs - this is not to say that some
measure of disequilibrium was not knewm befere 1967.

o Since 1970, the relative impcrtance of these three ‘
bas lC determinants ef tariff policy (that is, revenue,

s %o N

protection and external disequilibrium) has been under- .
geing semeﬂ cha-ng‘e‘s . For instance, with the emergence of
Petrolehm in the Niéerian ecenomy, the rmle cf tariff as'.
a major scurcemcf governnenth;erenue has declined. So
aiscﬁhas its impertance in external disequilibrium declined
“uptgl the.mid-19705.. On thefether hand the strong
;inflationary pressure ef early and m1d-19808 was

_ mstrumental to the dewnward reVJSicn cf some tariff rates '

oy

\

during the period. . o
- The sophisticatien of tariff pmlicy and consequently

the differentiation of tariff structure began in 196l and

1965. 1n 196&, the tariff structure was reclassified.on

the basis of the Brdsséls Tariff NCmenclature. Censequentiy,

there was the intrcduction of multiple tariff rates for a

large number of products in 1965 Finished preducts,

raw materials and compcnent parts, w1thin the same

product group had different tariff rates, with the rates on

raw materials and compenents parts relatively low.

Uptil 1970, there was a definite upward trend in the
tariff rates for all categories of preducts. This upward
trend in the rates of tariff could be attributed to
government's reselve to enceurage the grewth of local

industries by providing newly established industries with
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a degree of protection, et least until they are strong.
to'favourably'ccmpete‘With the existing old ones. The
tarlff rate for all manufacturing industries in 1970

was almost maintained in 1978. 1t declined in 1985 due to
the theu’prevailing economic conditions. In fact, the
tariff rate which was }49.79 percent for all manufacturjng
industries in 1970, marginally declined to 48.51 per

cent in 1978. By 1985, it declined to L4}4.90 percent.

SQB:ZQAIEffective Prmtectioue.Au ?AnalQSis
| The estimates of effective protection presented in
this Sectiou have’beeu’baseu ch'measures of effective
protection derived in chapter~Three. The majer assumption
behind this method is that the"divergence between world
market prlce and dcmestlc market prlce is due cnly te tariff
prctectlon and in some cases the effect of excise taxes.
in ether words, domestac prlce equals world market price
plus the tarlff rate adausted for exclse duties. 1n
, estlmatang the 'net' nominal or effective protection given
to domestic producers_by the tariff structure, some
adjustments were mede for the extent cf overvaluation. To
calculate the extent ef currency evervaluation, we have
assumed in this study that the elasticity of supply of
Jmpcrts 1s Jnflnlte. This small ccuntry assumptioen 1s
reallstlc m the sense that. ngerla can Jmpmrt as much as
it wants of manufactured goods from the rest of therworld
without affecting its price. Amcng'other relevantt

elasticities, a time series analysis of Nigeria's



e

;o= 1330 -
fqreign:trédepby.OIayideg*gavexaﬂﬂéétimate.of 2:38 for the
import demandfeIasticityfforﬂmanufactured?goodS'and 3,00 .
for thé’hléstibity'of supplyffér"exports;.»The:worldf;s“
.démahd andﬁsupplyielasticitiés*fonnthetcommoditiesshavelu.'
been eBtimated'aﬁJOJB‘dnd'Oﬁﬁ%rééﬁectiVer;3 "Average - |’
tariff ‘rates were 49,92 percent in-1970, 52,09 percent
inﬁi978?énd“42;62?pércent”in*1985; and the .average ‘rates
of" sub31dy for exporté‘were -5 0 percent in f‘ﬂé?O’aﬁd
1978 and -3 0 percent in 1985.‘ Apart frOm palm kernels
and 011 in 1970 and 1978 and groundnuts and 011 in 1970

ngeria's shares of its major export commodlties were .

relatively 1ow (see Appendix III)..>fhe‘obtained_aerag§ 
export shares for Nigeria in the world market were 16,7 per-
cent. in 1970, 12.3 percent in 1978 and 8,0 percent in
1985. The values of Nigeria's exports were N877.0 million
in 1970, ¥6,308.5 million in 1978 and N11,720.8 million in
1985, Imports stood at N756.4 million, ¥8,140.8 million
and ¥5,536,9 million in 1970, 1978 and 1985 respectively
(see Appendix IV). Using the assumptions and the estimates
given above, rates of overvaluation of-23;4 percent,

26,6 percent and 10,0 percent were respectively calculated

2, See, 5.0, Olayide, "Some estimates of supply
and demand elasticity for selected commodities in Nigeria's
foreign Trade", Journal of Business and Social Studies,
1(1) 1968 pp. 1-9; J.A. Alade op. cit. p. 205.-

3. See, B, Balassa, Trade Prospects for Develop-
ing Countries, Richard Irvin Homewood 111, 1904 p, 208,
T. Oyejide op. cit. Bs 50j Ju A #lade op. cit. p. 205,
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TABLE 5.5 ;
NOMINAL AND EFFECT1VE PROTECTION: 1970, 1978, 1985
[PERCENTAGE/
1970 ' 1978 1985
COMMOD1T1ES . NRP ERP NRE ERP NRP ERE
CONSUMER GOODS
Meat Products 66.67 67.39 25.00 23.75 30.00 29.60
Dairy Products o 20,00 { 19.99 | 10.00 9.95| 45.00 | 45.03
Bakery Products 75.00 75.84 50.00 50.12 50,00 50.21
Sugar and Sugar Confectionery Products | 75.00 75.04 25.00 (- 24,97 60.00 59.99
Miscellaneous Food Products 66.67 |  68.17 | 50.00 | 50.00| L40.00| 39.97
Alcoholic Lrinks ' 150,00 | 152,39 | 200.00 | 202.47 | 200.00 | 204.06
soft Drinks 75.00 75.67 { 100,00 | 100.26| 100.00| 101.05
Tobacco ‘ 150,00 | 150.17 | 200.00 | 200.23| 200.00| 200.38
Clothing and Made-up Textiles - 50.00 55.8L | 100,00 | 116.30 60.00 70.91
Aeather Footwear ' 100.00 { 100.22 { 100.00 | 104.26| L0.00 39.76
Wood Products ) 50.00 50.16 50.00 50.14 60.00 60.22
Furniture 75.00 89.12 75.00 87.93 50.00 | © L45.17
Printing and Publishing 50.00 50.10 50.00 50,10 140.00 40,11
Lrugs and Medicines } . 10.00 10.47 20.00 20.00| 15.00 15.00
Soap and Soap Products’ ’ 50.00 50,14 30.00 29.89 140.00 40,02 |
Perfumes and Cosmetics A 100,00 100,51 200.00 202 .60 100,00 100.68
Matches o | 66.67 66.67 50,00 50.79 40,00 39.71
Radio and Television. .. . R 66.67 [.-. 66,67 . 75.00 | 75.93] 60.00] 60.71
Cameras and Projectors B 75.00 75.00 50,00 50,00 50.00 ] 50,00
Clocks and Watches -~ - =~ - - 50,00 | - 50,00 50.00 50.00 30,00 30.00
INTERMEDIATE GOODS _ ‘ : ' '
_Textiles. . . . . .| 33.33). 33.34.] 50.00.| 50.05| 25.00( 25.01°
'Cdrdage,zrope and twine 33.33 33.33 5.00 5.00 20.00 20.00
Tannerieés and Leather Products 100.00 | 100.02 50.00 119.99 445.00 45.00
Paper and Paper Products 25.00 25.00 10,00 10,00 30.00 30.14
Basic 1lndustrial Chemicals 1 33.00 31.98 5.00 1.0 10.00 8.50
Fertilizers o 10.00 10,00 00.00 00,00| 00,00 00.00
Paints, Varnishes.and Lacquers 33.33 ] 32.81 33.33 33.80 20.00 | 20.25
Petroleum and Coal Products 33.33)  33.32 20,00 19.68 10.00 9.8
Tyres and Tubes 33.33 33.12 | eo0.00 -0.53{ 20.00| 19.89
Rubber Processing . 66.67 | 66.68 66.67 66,57 30.00 29,92
Plastic Products 33.33 32.99 10.00 9.48 20.00 19.83
Refrigeration and Household Equipment 40.00 39.71 I© 1340.00 " 10,63 50,00 50.79
CAP1TAL GOODS : _ o
Bricks and Tiles 33.33 38.2, 66.67 |- 71.27 25.00 22.03"
Cement and Concrete Products 25,00 2L.78 50.00 52.78 30.00 31.61
Glass Products “.] 33.33] 33.33 | 10.00 9.76 | 15.00{ 15,00
lron and Steel Products 33.33 33.33 30.00 30.1L 30.00 30.14
Non-ferrous metal : 20.00 19,69 20,00 20.13 20.00 | - 19.92
Miscellaneous Metal Products 15.00 W91 15.00 14,921 15.00 | 14.98
Metal wires , 010,00 [ 9.94 | 20.00 | 20.02| 20.00] '20.08
0ffice Machinery 40.00 40.00 | Lo.0O 140.00 25.00 25.00
Non-klectrical Mackinery 15.00 15.00 15.00 15,00 15.00 | . 15,00
klectrical Bquipment - . 15.00 15.00 15.00 15,00 15.00 6
Boat Building and Reparing ) 10,00 9.99 33.33 33.38 10.00 9.98
Motor Vehicle Assembly - 75,00 | 78,03 | 100.00 | 105.94 | s0.00 | 4947
Bicycle and Cycle Assembly " 25.00 | 24.95 25.00 24,93 15.00 14.99

NOTE: - NRP - = - Nominal Rate of Protection
. ERP = kffective Rate of Protection
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TABLE 5.6

NOMINAL AND ETFECTIVE PROTECTION FOR INDUSIRY GROUPS:

1970, 1978, 1985

ERP = EffectiVve Rate of ¥Yrotection

(FERCENTAGE)
: | 1970 1978 1985
{ TNDUSTRY GROUPS | ypp ERP | NRP | BRP | wrp - | mmp
CONSUMER GOODS
Food Products 5735 | 57.64| 30.11| 29.93 { 44,35 | 44434
Beverages and '

Tobacco 147600 11484521 180,60(182432 [180,40 [183.65
Wood Productsand - '
Furniture ' 56,93 _60.95 62478 60945 | 55,14 | 52490
Clothing and
Made-up Textiles | 50,00 55.841100,00 |116,30 | 60,00 | 70,91
Footwear-Leather 00,00 |100.22 100,00 |104,26 | 40,00 | 39,76
Printing and : ‘
Publishing 50,00 506114 50,00 ] 50410 | 40.00 | 4011
Miscellaneous ;

Consumer Goods

Manufacturing 42421 42,661 67.62 | 68.23 |4%.23 |43,81
INTERMEDIATE GOODS

Paper and Paper ' :

Products ‘ 25,00 25,00 | 10.00 | 10.00 §30.00 |30414
Textiles ' 33433 33434 1 49,28 | 49,33 [24.69 | 24,70
Rubber and Rubber -

"Products 53431 53423 | 5154 | 51623 [ 25637 [ 25632
Industrial : g

Chemicals 272,00 | 31.98 5400 1. 1,40 10,00 383450
Petroleum and . :

Coal Products 3%e35% %3432 | 20,00 | 19,68 }{10.00 0 ¢ B4
Miscellaneous : ' ; V
Intermediate - |
Manufacturing 39.12 28481 | 20.88 | 20,04 [[24.,45 |24,%6
CAPTIAL GOODS ,

Nonmetal Mineral- : %

Products ,26515 26.61 | 42,99 {45.29 %27.94 29.10
Iron and Steel 4 ’ ‘
Products 33335 3%e3% | 30.C0 |30.14 | 20,00 | 30414
Non ferrous metals|20,00 |19.69 |20.00 [20.13 {20.00 |19.92
Engineering and : |

Production n.e.s. 15,00 14291 |15.00 14,92_?15.00 144938
Machinery and ‘
Transport -

Egquipment 33,89 24483 |42:94 [44.89 | 21.42 30,82
NOTE:—~ NRFP = Nominél.Ratc of Protection
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range (though small), than the averages of the nominal rates

of protection, For 1nstance, 1n 1970 the lowest average
effective rat; vOf protection weighted by total supply was.

14 91 per. cent for engineerlng and metal production, while '
the highest rate was 148 52 per cent for beverages and

tobacco. In 1978 it varied from 1 40 per cent for

P . A IS A CC

1ndustria1 chemlcals to 182 2 per cent for beverages and

e - ey gy

tobacco and from 8 50 per cent for industrial chemicals to

i e A

183 65 per cent for beverages and<tobacco in 1985. These

t'__‘

results are generally consistent with the structure of
protection exhibited by the indiVidual commodity categories
which showed a high level of tariff protection in 1970 and

1978 which mildly declined in 1985

NbﬁiﬁéiMAh&”Effecfivé“PiatéétionE'Sébtofal Aggregateswx

A sectoral breakdown of all manufacturing industries
into three categories - ‘consumer goods sector, intermediate
goods sector and capital goods sector - based on product uSe;
brings out the biases of the tariff structure rather cleariy
(see Table 5;7). The table shows that in 1970, average
nominal rate of protection for consumer goods sector was
twice as high as that of intermediate goods sector and
more than twice higher than that of the capital goods
:sector. Ranking the sectoral aggregates by nominal and
effective rates gave similar results, with the consumer'

goods sector being the most favoured in terms of the
relative incentive provided by protection, followed by the

intermediate goods sector and finally the.capitallgoods
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TABIE 5.

(SECTORAL AGGREGATES) 1970, 1978 1985

(PERCENTAGE)
| INDUSIRIAL | 1970 1978 1985
' CATEGORIES - NRP | ERP | ©NRP | ERP | NRP | ERP
Consumer Goods | 88425 |..89.63. | 79.52 | 81.81 | 77454 |78,46
Intermedlate A -
Goods 3661 | 3647 | 33484 | 33,71 | 2k 64 |2US5N
Capital Goods |.371.36.|.31.98 | . 38,16.| 39,63 | 28.40]28,19
All manuface [ : _
“buring | 49679 150,50;M“,48.5ﬂ.“49.96A{44.9OA45;12'
NOTE := NRP = Nominak Rate of Protection

ERP

Effective Rate of Protection
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TABLE 5.8 :
NET NOMINAL AND NET EFFECTIVE PHUTECTION: 1970, 1978, 1985
: (PERCENTAGE/ :

. _ ‘ 1970 1978 . 1985
COMMODITIES : S ] ONNRE ) NmRP | NMNRP NERP NNRP NERP
CUNSUMER GOODS o : » A 1 .
Meat Products ' -. - | 35.00 35.59 | -1.25 -2.2, 24.80 2l .42
Dairy Products’ I -2.80 -2.81] ~13.10| -13.14 39.20 39.23
Bakery Products y1.75 h2.43 18.50 | 18.59 L. 00 L4 .20
Sugar and Sugar Confectionery Products| L1.75 41.98 -1.25 -1.27 53.60 53.59
Miscellanecus Food Products = .. ° 35.00 36,22 18.50 18.50 3440 337
Algoholic Drinks . 102,50 [ 10h.bly| 137.00} 138.95 | 188.00 |191.90
Soft Drinks . ' 41,751 y2.29| 58.00 58.21 92.00 93.01
Tobacco - - 102,50 | 102.64| 137.00 [ 137.18 | 188.00 {188.36.
Clothing and Made-up Textiles 21.50 26.23° 58.00 70.88 53.60 64.07
Leather Footwear .~ - 62,00 62.18 58.00 1. 61.37 340 3417
Wood Products - " 21.50- 21.63 18.50 18.61 53.60 53.81
Furniture . . ) 41.75 53.19| 38:25] 48.46 4y .00 39.36
Printing and Publishing 21.50 21.61 18.50 18.58 40 | 3451
bDrugs and Medicine - -10.90 | -10.52{ -5.20| -5.20 10.40 10,40
Soap and- Soap Products . 21.50 21.61 2.70 2.67 | 3440 | 3h.42

' Perfumes and Cosmetics 62.00 62.41 137.00 139.05 92.00 92.65
Matches . 35.00 35.00° 16,50 19.12 34.40 34.12
Radio and Television-., - 35.00 | 35.00| 38.25| 38.98| 53.60 | S54.28

. Cameras and Praojectors :.. W75 | w1.75 18,50 18.50 Ll.00 11,00

" Clocks and Watches o T 21,50 {7 21,501 18.50 18.50 | 24.80 2l.80
INTERMEDIATE Goops =~ - 7 N .

Textiles oo Tl 800 B.00f 18.50( - 18.84 | 20.00 ©| 20.01
Cordage, rope and twine 8.00 8.00 -17.08 =17.05 15.20 15.20
Tanneries and Leather Products 62.00 62,02 18.50 18.49 39.20 39.20
Paper and Paper Products 1.25 1,25 =13.10| =13.10 | - 24.80 | 24.93
Basic lndustrial Chemicals 773 6.90 -17.05 -19,69 5.60 4.16
Fertilizers _ -10.90 | -10,90| =-21.00| =-21.00 -4.00 -4.00
Paints, Varnishes and Lacquers 8.00 7.58 5.33 5,70 15.20 15.0¢
Petroleum and Coal Products . 8,00 | . 7.99| -5.20| -5.45 5.60 5.5
Tyres and Tubes . 8.00 7.83| -21.00} -02.87/ 15.20 | 15.09
Rubber Processing 35.00 35.01 31.67 31.59 28U 24,72
Plastic Products - ' 8.00 7.72| -13.10] -13.%1 15.20 15,0
Refrigeration and Household kquipment 13.40 13.17 10.60 11.10 L) .00 Ll .76
CAP1TAL GOODS ' '

Bricks and Tiles : ) 8.00 11.97 31.67 35.30 20.00 17.15
Cement and Concrete Products 1.25 1.07 18.50 20,70 2l .80 26.35
Glass Products - .8.00 8.00| -13.10| -13.29 10.40 10.40
Iron and Steel Products 8.00 8.00 2.70 2.81 2L.80 24.93
Non-ferrous metal -2.80 -3.05% -5.20 -5.10 15.20 15.12
Miscellaneous Metal Products -6.85 -6.92 -9.,15 -9.21 10.40 10,38
Hetal Wires , -10.90 | -10.95] -5.20| -5.18| 15.20 | 15.28
O1fice Machinery 13.40 13.40 10,60 10,60 20.00 20.00
Non-klectrical Machinery -6.85 | . -6.85 -9.15 -9.15 10.40 | 10,40
mlectrical Equipment -6.685 -0.85 -9.15 -9.15 10.40 9.88
Boat Building and Hepairing =10.90 | =10.91 5.33 5.37 5.60 5.58
Motor Vehicle Assembly 41.75 4h.20 58.00 62.69 Ly.00 L3.49
Bicycle and Cycle Assembly 1.2% 1.21 -1.25 ~1.31 10.40 10.39

NOTLE 3 NNRP = Net Nomiinal Rate of Protection
NehP = Net uffective Rate of Protection
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the free trade exchange fate, the level of prbtection
offered to the individual industries became generally -
lower. In some cases, the rates of protection chahged
.from positive or. zero to negative values as observed
mostly in 1970 and 1978. This shows that the exchange'
rate observed under protection overvalued the domestic
currency as compared to the free trade situation, thereby
making the effective rates calculated at this exchange
rate overstating the extent of protection of individual
industries. As shown ih Table 5.8, the estimates of
net nominal rates of protection in 1970; fanged from
-10,90 per cent for boat building and repairing, metal
wires, fertilizers and drugs and medicines, to 102,50 per

cent for alcoholic drinks, In 1978, it ranged between

-21.0 per cent for fertilizers and tyres and tubes and
137.0 per cent for alcoholic drinks, perfumes and
coshetics,and:tebacco. 'The lowest net nominal rate of

-4,0 per cent was recorded for fertilizer while the highest
net nom1na1 rate of 188.0 per cent went for alcoholic
drinks and tobacco in 1985.. The estimates of net effective
protection showed wider variatlons than the net nominal
protection for the three years, For instance in 1970,

the netleffective rates varied from -10,85-per cent for‘-
metal wires - .. to 104,44 per cent for alcoholic drinks,
In 1978, the range was between =62,87 per cent for tyres.
and fubes.to 139,05 per cent for peffumes and cosmetics

while in 1985, the rates ranged from =4,0 per cent for
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TABLE 5.9
NiT NOMIHhL AND NET EFIECTIVE PROPECTICN I'OR INDUSIERY
GROUPS: 1970, 1978, 1985
(PERCENTAGE)

, 1970 1978 1985
INDUSIRY GROUFS | wnrp | wewp | wnep | ngrp | nume | neRe
CONSUMER GOODS _ . - o
Food Products 20,45 | 27.69] 2.79| 2,64 ] 38.58| 38,57
Beverages and : ‘ .

Tobacco ' 100.07. 1012301121467 |123403 [169.18 [1724 30
Wood Products 4

and Furniture 2711 20637 28460 | 33.87 | 48.93| 464,78
Clothing and _
Made-up Textiles | 21450 26.23| 58,00 70.88 | 53,60} 64,07
Footwear~Leathel | 62,00 | 62.18| 58,00 61.37 | 34,40, 34417
Printing and

Publishing 21.50 21«01 18,50 18,58 | 24,40 | 34451
Miscellaneous ‘ '

Consumer Goods

Manufacturing 15427 15655 | 3242 | 32.90 | 37.87 | 38,06
INTERMEDIATE GOODS
Paper and Paper
products 1.25 1625 |=13.10 13,10 | 24480 | 24493
Rubber and : : '
Rubber Products 24418 2412 | 19,72 | 19.47 | 20,36 | 20431
Industrial - . : _
Chemicals 7e7? 6.90 —-17+05 [F19.89 560 | 4416
Petroleum and i ' )
Coal Products 8.00 799 | =5.20 | =5.45 5.60 S5e45
Miscellaneous '

Intermediate _

Manufacturing 12,69 | 1244 | =450 | =4469 [ 19447 | 19439

CAPITAL GOODS
Nonmental Mineral , ‘
Products 217 2e55 | 1296 | 14.78 | 22,82 | 2%494
TIron -and Steel ’ :

Products 8,00 8.00 2.70 2¢81 | 24480 | 24493
Nonferrous metals | =2.80 | -3.05 | =5.20 | =5.10 | 15.20 |15.12
Engineering and '
Metal Production _ ‘

m.e.S. _6085 —6.92 "'9’/15 -9-2/‘ ,]O.[’*‘O 40058
Machinery and ' '

Transport .
Equipment 8.45 921 | 12492 | 1446 | 2016 |25659

I

NOTE : = NNRP
NERP

Net Nominal Rate of Protection
Net Effective Rate of Protection
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TABLE 5,10

NET NOMINAT AND NET EFFECTIVE PROTECTION FOR MAJOR

INDUSTRIAL CATEGORIES (SECTORAL AGGREGATES) 1970,

1978, 1985  (PERCENTAGE)

TNDUSTRIAL 1970 1978 1985
CATEGORIES NNRP | NERP' | NNRP | NERP |NNRP | NERP
Consumer Goods 5248 | 53660 | 41482 | 43,63]61456]| 62,40
Intermediate . ’

Goods 10,65 [10.54 | 5473 5663|13642| 13433
Capital Goods 640 | 65090 | 910 | 1031 1648416465
All Manufacturing 21433 [21491 [ 17232 18447 | 31486 324 06

Nofe:— NNRP = TNet NominaliRate of Protection

NERP = Net Effective Rate of Protections
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between the net nominal and ‘net effective rates of . -
| Protectiﬂns.:whep the effective:rate is greater than the

‘nominal rate,. it is positive escalation of the tariff
structure. .On . the other hand, negative .escalation of . .

' ‘tariff is-said:to have :. occurred-when nominal protection
exceeds effective. protection. ...

In thls study, we, observed that there were nog .
perceptible dlfferences between nomlnal and effective -
.reteslgﬁ proteqt;on,' Onlx_a m;;dﬁqggree_gf,escalat%onﬁof
tar,if.f_,&;.tm;c.jcﬁre j_was.,.'n.,otzi.céd,- :,.,,»Th‘i_s could be explained by
the imposition of excise dgj;__‘i,,es‘_, on a fairly large number
'of lpcgllywﬁrodueed”goode,1ﬂ$geseeexciseadut;es to a
large ex@eny re@uqe@ﬁthe:impaqt_pf,theipariff rates, ... . .
Coupled with this is the fairly high tariff rates imposed or

levied on some of the material inputs. As shownAin Table
5.5, the highest positive eecalatigns were recorded in
furniture in 1970, in furniture and clothing and made-up
textiles for 1978 and c;othing and made-up textiles in
- 1985., The highest negative escalations were recorded in

the basic industrial chemicals in 1970 and 1978 and in
bricks and tiles in 1985. Most of the commodities with'.
positive escalations in 1970 and 1978 were the consumer
goods industries. The eases of negative escalation showed
more clearly the general direction of the policy of
protection. Using‘the industry group classification

(Table 5.6), clothing and made-up textiles had the highest
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protective rates of capital goods were higher than those

of'intermediate goods sector. Th#b we consider to be

‘probably due to the recognition of the vital role of the

capital goods sector in industrialization by the government.

Generally, the observed differential rates of -

protectidn among the manufacturing industries resulted from

the combined effects of tiriff rates, excise duties and the

. extent of over-valuation of the domestic currency.



CHAPTER® SIX:

‘THE EFFECTIVENEbS OF THE TARIFF STRUCTURE :

o

6.l£u Introductlon'l“
" The maln aim of thls chapter is to present the
estlmatlon results of the models spe01f1ed in Chapter Three
In other words, the concern of the chapter is an examlna—
tlon of the relatlonshlp between tarlff structure and
1ndustr1a1 development, and the extent to whlch the
varlatlons in 1ndustr1al development have been affected

by. changes. in.the tariff structure. Perhaps there is the

‘need to_mentiocn that the focus of the study is not towards

the identification and estimation: of those variables:that - .
might have:influenced industrial development over. the past
years. Rather, the study is-concerned with the extent to
which measures of tariff protection have influenced
industrial development. The recognition of the fact that
variables such as the'degree of openness of the economy
(TDOP), the size of the domestic market (TSDM), the size

of the plant (TSTP), average wage rate (AVWR), and the
value added per employee (VAPE), could 11ke1y influence
1ndustrial developmerit made their inclusion and estimation

in our models as a corollary, . °

6.,2: Estimation Procedure

In this study, two proxies have beenAnsed for

industrial development. These proxies are Import Substitu-

‘tion and the Average Growth Rate of Domestic Production.

We measured Import‘substitutionias the ratio of domestic
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productlon to total supply, where total supply is domestlc prod=":

uctlon plus lmports. Average Growth Rate of Domestlc Production

‘was calculated by addlng the growth rates of domestlc<
'productlon of the years that make up the perlod and then :
d1v1de by the number of years. ln other words, it 1s>'
the average of the sum of the growth rates of the domestlc
, productlon of the years in that perlod. The Net hffectlve
Rate of Protectlon (NERP) has'been used as derlved nl'
Chapter 3 and estlmated ‘in Chapter 5 . The growth in the
51ze of the domestlc market was estJmated as the percentage
change in ‘domestic absorptlon of manufactured goods where
domestlc absorptlon is domestlc productlon plus Jmports
less exports.' in the case of the : degree of openness
of the economy, it was calculated as the ratio of imports
to absorption: Since the study is cross-sectional in
nature, annual data have been used in all the variables.
In all, twenty seven'manufacturing_industries have been
used. A breakdown of these industries shows that thirteen
areOCOnsumer goods industries while eightdand six are
intermediate and capital.goods industries,'respectively.
The study'covers the period 1970 to 1985 which is made
up of sixteen years. 1t was not possible to include post
1985 data as such data were not available~£or use for most
variables,

The regression models of our.study.used the ordinary

least squares (OLS) method. The estimation of the equations
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in our models gave summary statlstlcs of standard errors
of coefflclents, the coefflclents of explanatory varlables,
_‘F- statlstlcs, the coefflclents of multlple determlnatlon,

and the adJusted coefflclent of multlple determlnatlon,

L The study dld not test for auto correlation u51ng
‘the Durbln-Watson d statletlcs (DaW, ). because of the use
°f.9?933“5?°?l°n§l data,in fact adtofcdrrelat;on_1s¢aghfmwAﬁfrg
problem specific to time.series and does not arise.in
cross_aeepidn.data.l o

‘ ,Tne;standardHerrorsaandrE—:etatistic:have been used
to test for thewsign;fieanceeqf_tne coefficients 5; the .
,explanatory'variables. We ‘used the coefficients of
multlple determlnatldn, R2 to exam:ne the percentage ‘of the
total varlatlon of the dependent varlable &3 plalned by the
regression plane, that is, by the changes in the explanatory
variables, The higher'the,R2 the more useful the model

will be for poliey purpose.

6.3: Empirical Results
‘ The estimatesAof the Ordinary Least Squares
Regression'for the four models specified in Chapter}Ihree are
’ reported in Tables 6.1 to 6.4. Table 6.1 presents estimates
of the equations in Model 1. Table 2‘shows the reeults of
the estimates of the equations in Model 11 while

Table 6.3 reports the estimates of the.equations of Model -

1. See, A. Koutsoyiannis, Theory of :
Econometrics: An Introductory. hxp031t10n to Econometric
Methods, London, Macmlllan Press,1977’ p. 226
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111. The estimates of the eguations in Modél 1V are -
presented in” Table ks ° o
~Model 1

ln 1970 (Table 6 1), all the coefflclents of the
explanatory varlables except that of the size of domestlc'
}market have the expected s1gns. The coefflclents of the
measure of tarlff protectlon for 1970 (NLRPT1) are also

,,,,,

51gn1flcant at § per cent level of 51gn1flcance in all the
equations. The paraneter estlmate of the coeff1c1ents of
the 31ze of the plant (TSTP), average wage rate (AVWR) and
the size of the domestlc market (TSDM) are statlstlcally
1n51gn1flcant at S per cent level of s;gnlflcance whlle
that of the degree of Openness is statlstlcally 51gn1flcant
at 1 per cent level of signlflcance. The F- statistics are
also 51gn1flcant at (1 25) degrees of freedom for equatlon
(1) and at (2,24) degrees of freedom for equations (2)
to (6). This shows that a significant association exists
between import substitution anddthe parameter estimates of
the explanatory variables. The coefficients of multiple
determination, R? are generally below 0.50 with the
exception of that of eouations (5) and (6) which are
respectively 0,93£uﬁwio 9. The 0.91 exhibited hy 1
equatlon (6) lmplles that 91 per cent of the total varia-
tion in import substltutlon is explalned by the linear
influence of tariff protection measure and the degree of”
openness of the economy. | |
In 1978 (Table 6.1) apart from the estimated coeff i-

cients of tariff protection measure of 1978 (NERPTZ) in



equatlons (2) to (7), the estlmated coeff1c1ents of all the
other varlables have the expected SJgns.. Agalnst the

. negatlve relatlonshlp exhlblted by NhRPT2, the 51gn of the
Acoefflclents of NERPT171nd1cates p031t1ve relatlonshlp w1th
1mport substltutlon. Apart from equatlon (1), the
coeff101ents of NLRPTé are statlstlcally 1n31gn1flcant at
the 5 per ‘cent” 1evel of 31gn1f1cance. On the ‘other hand
the coefflclents of NhRPT1 1n 31m11ar equatlons are
statlstlcally 31gn1flcant at the 5 per cent level of
v31gn1f1cance. hxcept the coeff1c1ents of the TDOP and AVWR,
all the other coefflclents are not 51gn1flcant statlstlcally
at 5 per cent level.. The F- statlstlcs of all the equations
are 31gn1flcant at 5 per cent level of 31gn1flcance.‘ W1th
the exceptlon of the coefflcient of multlple determlnatlon,

2

—

of equation (7) whlch is 0. 91 the coeff1c1ents of
multiple determination of all the other equatlons_are
generally: below 0.50 meaning‘that_the total variations in
import substitution explained by changes in the expianatory
variables are less than 50 per cent. ’
in 1985 (Table 6.1) the parameter estimates have the
correct signs with the exception of NERPr,, TSDM, and AVWR
in some of the'equations. The coefficients of the explana-
tory varlables apart from those of NERPT3 in equatlon (1),
VAPE in equatlon (7) and TDOP in equation (8), are not
31gn1f1oant at either 5 per cent or 10 per cent levels of
significance. The computed F; statistics for all the
equations except equation (4) are'generally higher thanvthe

critical value of F at the 5 per cent level, meaning that
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Yeuar
a . O - . .
aE:,:\.n:-!.‘\:ion Constant, B IJEEPT1 __I_\YEZf\PTz I‘IEF.P‘IL}_ TSTP 7 TSIM AV VAPE TD0P R2 5 F-statistic
Ag870 0.0069
1 0.318. (0.0019) 0,45 0.L43 13.62
0,0068 0.0001 .
2. 0.300 {0.0020) (0.0004) - 0,16 0.0 6.62
0.0071 0.0950
3. - 0,253 (0.0019) (0,1055) 0,17 c.l2 7.16
: 0.0070 0.0029
ke 0.300 - (0.0019) (0,0032) 0,L7 0.42 7.18
0,0067 -£,0015
s, 0.417 (0.0018) (0.0010) 0.50 Q.15 8.12
0.0021 -0,7803 .
6 0.864 (0.0008) (0.0660) 0.91 0.89 114,45
1978
0.0027 .
1 0,317 (0.0012). , 0.28 0.24 5.35
0.0058 -0.0006
2 0.269 (0.0023) (0.0017) 0.l5 0.39 6,13
0.,0056 -0,0005 _ 0.0001
3. 0.266 {0.0025) (0.0018) - (0.0007) 0.15 0.37 413
) 0.0053 -0,0005 0.0028
L. 0,237 - (0.002L) (0.0017) (0.0032) 0.7 0.39 L.50
o o 0.008L -0.0Q06. 0.016} ) '
5. 0.233 (0.002L) (0.0017) (0.0130) . 0.19 0.41 14.90
0,005% -0,0010 0.0002 .
6 0.212 (0.0023) (0.0017): (0.0001). 0.1:9 0.1 4.90
0,0026 -0.0013
7 0.884 (0.0010) (0.0007) - 2823%30 d.91 0.88 70.31
1985 )
. 0.0052
1 0,366 (0.002L) 0.26 0.22 5.26
0.0018 0.0037 .-
2 - 0,39 (0.00L0) (0.00L1) 0.26 Q.19 3.18
0.0059 ~0,0002 0.0019
3 0.351 (0.0056) (0.004L) (0.00LY) - 0,30 0.20 3.12
) 0.0056 ~0.0001 0.0018 . 0,0002 , ‘
I 0.328 (0.0057) (0.0042) (0.0043) © (0.0005) 0.31 0.16 2,54
S 0,0051 0.0009 0.0005 . ~0,0011
S 0.459 (0.0056) (0.004,2) . (0.00L8) (0.0010) 0.3l 0.20 2.89
L 0.0038 -0.0020 . 0.0043 —-0,1138 o ’
6. ©0.792 {0.0055) (0.00LL) (0.0045) (0.7108) 0.39 0.26 3.39
7 0.138 0.00L5 0.0007 0.0006 . 0.0162
. . : (0.0052) (0.0041) {0.0041) (0.0072) - 0.LL 0.33 3.90
-0.0016 -0.,000L 0.0517 -0,1211 '
& 1o (0.0037) (00026)  (0.0022) . (0.0202) 0.7 0.6l 12,64

Madnas ™ minge in ~amanthacag are standg] ermrs,
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tta"fiff measures of 1978 ahd’f985. The sécond obsérQea-l
result is that, while the consideration of NERPT{ in.
‘addition to NhRPTé increased-the coeffjcient.of,a@ﬁﬁstedﬂ
multiple determination from 0.2l te 0.39 in 1978, the
cons ideration of NERPTé ih‘éddition to NERPT3 made the
“¢coefficient of adjusted multiple determination to decline
from 0.22 to 0.19 for 1985. ‘This influential role of
NERPp4 on import substitution was due to the use of ‘tariff
protection of that yéaf as’ an’ instrument of industria;"
development policy. ThevpoliCy'made'the areas of
inVestment which could be considered profitable to be clear
to entrepreneurs. 4t this timé; there was a greater'
variancé.amOhg the tariff rates of.fhe consumér.godas and
that of their material inputs. 1n fact, this was when
the pull and push effects 6f the tariff structure on the
~m0vement of resources were emphas ised. The observed
negative.relationship between NERPp, and import substitution
in 1978 could be attributed to the consequences of'bver-_
dependence on the oil sector as the major source of
revenue. By 1978, the country's revenue from the oil
sector had started to AWindle, resulting in balance of
payments disequilibrium. ln an attempt to correct this,
the government émong»other measures reviewed the tariff
structure. The rolé of the tariff structure which in this
regard was aimed at rectifying the balaﬁce of payments
disequilibrium, greatly affected the perception-of entre-

s

.preneurs with regard to areas of potential profitability.
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At this time, apart from.the féct that there ﬁas no great
variance among the nominal tariff rates of the consumer
- goods and that of their material inputs, these rates were
relatively high. Furthermore, the government levied
excise duties on thelbcélb;produced~goods. These coupied
with the fairly high overvaluation.of the country's
currency which were not realised by the government reduced,
the estimates of the measure of tariff protection - i.e.
net effective rate of protection.  1ln fact, most of the
selected manufacturing industries on which the analysis
was based had negative net efféétive rate bf'protéction in
1978. Hence, it is our view that the net effect of
tariff structure, excise duties and the extent of over-
valuation .of the domestic currency must have been |
instrumental to the observed‘relationShip>betWeen‘import
substitution and the tariff measure of 1978. ByA1985, even
though there Qere no highly perceptible divergences between
tariff rates on consumer goods and their material inputs,‘
the rates were relatively low compared to those of 1978.
Furthermqre, the magnitude of the level of overvaluation of
the domestic currency was .lower resulting into moderate levels
of net effective protection. 1In fact étlthis time, the
government's use of the tariff structure as one of the
tools to correct the baiance‘of payments disequilibrium was
relaxed, because of the positive rééults onAthe economy
derived from‘the counter-trade policy. :The overall effect

of these developmehts assisted entrepreneurs in identifying
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by changes in NERPTB was higher than that, Jjointly
explained by NERPT2 and NERPTB’ In fact, this is the
opposite of remark (ii) * made above.
Model 11

The estimates of the coefficients of the equations

- of Model II for 1970, 1978 and 1985 are presented in Table

6.2.. For 1970 (Table 6.2), the coefficients of the measure
of net effective prdtection (NERPT1) are positive and
statistically insignificant for all the equations. Similarly
except for equation (4) where the coefficient of TSIP is
negative and statistically'insignificant, the coefficients
vof the other explanatory variables in all the equations
except equation (6). are poéitive and insignificant. Thé
coefficient of the degree of opennéss of the economy as
expected is negative and'statistically'significant at 5

per cent level of signiiicanbe. -Apartifrom equation (6)
with significant computed F- statistics, all the other
equations are found to be statisticélly insignificant
meaning that the null hypothesis of equality of coefficients
must be acdepted. This supports_the evidence that there is
no significant.associétion found between the average

. growth’rate of domestic production and the parameter
estimates of the explanatory variables of these eguations.
In terms of the proportion of variations in AGRDP explained
by the.changes’in the independent variables, the coefficients
of multiple determination,_R2 of all the.equations, are
unsatisfactory. |

For 1978 (Table 6.2) Just like in the case of import
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OHDINARY LEAST SSUARTS REGRESSION RESULTS FOR AVARAGE GROWTH RATE OF DOHEZTIC PROLUCTION {AGRDP): 1570, 1978, 1985.

.Year
and . _ .
Equation . Constant NERP,, - NERP;, NmTB TSTP TSI AVWR VAPE TDOP g 7 P-statistic
1 © 0,107 : :
1 -1 (0.3470) 0.1  + . 0.08 1.30
. 0.1917 0.0086 '
2. 2,187 (0.3549) (0.1979) _ oo 0.03 1,15
0,1930 ° . ‘ 0.1858
3. 2,133 (0.3535) {0.6025) © 0,12 0.0k 1.19
- 0.2313 -0.0L67 . -
L. 2.875 - (0.3572) ‘ (0.0715) _ _ 0.12 0.05 R
. 0.2250 - 0.1921 - '
s. 0.982 (0.3493) . (0.1389) _ 0.15 0.05 1.64 y
: —B.27L6 T ' ' : -0.7501 :
é. 7.497 (0.3553) . - (0.2787) o3y 0.27 L. 81 ’
. . ) : ) . .
1978 . . ‘
0.0387 [
1. 6.891 (0.1026) : ' ) . 0411 0.07" .14 o
, 0.3067° _  —0.1365 : - s ;
2. 2,721 (0.2198) (0.1609) . v ) L © 0,18 0.11 2.05 b
0.3134 ~0.1350 0.0478 . '
3. 1.408 "~ (0.2347) (0. 1650) : _ . - (0.1813) 0.18 0.06 1.67
0.3083 ~0,1367 . y -0.0069 . ) .
b 2.870 (0.2265)  (0.14l%) a1311y 4 0.18 0.06 1.67
g 1.093 0.3032  —0.1268 -0.0491 ) o .
* . : (0.2249) (0.1671) (0.1607) 0,19 0.06 1.70
_ 0.1523 -0.0847 - ’ : 0.912 . _ ' :
6 7'526 (0. 1836) (0.1315) - (0.2503) ’ 0.52 - 0.16 6.50
. —0.0072 0.06L8 ' 0.2l51 . : . o
7. -2.379 (0.16L7) (0.1186) (o.0L76) - 067 0.62 11.29
1985 *
0.2L89 ' - ’
1 3,664 (0.1026) _ 0.12 0.07 1,38
0.1379 T 0.1392 : ]
2 5.506 (0.0607) (0.0626) 0.29 0.22 3.81
3 521413 0.1L06 ~0.1332 0.1L35 . .
2t (0.8103) (0.068k) (0.0691) - o 0.29 0.18 2.81
L 6,815 -0.0173 -0.1327 0. 1Lko . .0.2555 -
: (0.9396) (0.0695) (0.,0703) ’ (0.5114) 0.30 0.15 2.37
0.2L54 0. 1425 0.1559 - 0.0586 o I
5 3,146 (0.5093) (0.720L) (0.07L5) (0.1172) ) 030 0.15 2,37
' 0.2158 -0.1223 0.1287 0.1121 ’ ’
6 4. 291 (0,8872) (0.0711) (0.0732) (0.1647) ) 0.31 0.16 2.4
T Lo L3 0.0529 0.1391 0.1487 0.0631 :
* (0.885L) (0.0695) - (0s0701) (0.0819) ) ] . 0.31 0.17 ©2.48
8 0. 252 -0,2098 -0, 1519 0.1756 B ) 0.4131 : ’ :
- - (0.6532) (0.0512) {0.0520) (0.0937) 0.67 0.59 6.30_

Yotar  Pi~uras in sarentheces are standard errors. .




- 167 -

substitution, tne coefficients of the measure of tafiff
structure (NEHPTz) apart from equation (1) are negative

and insignificant at 5 per cent level of significance. The
coefficients of the tariff structure of the previous year
of analysis (NbRP&ﬁ)are positive but stafistically.

ins ignificant at 5 per cent levél.l The coefficient of
TDOP in equation (3) is poéitive and insignificanﬁ while
that of AVWR‘in equation (l) and TSTP in equation (5) have
negative relationships and Statistically insignificant.

The observed positive relationship between TDOP and aVerage
growth rate of domestic production, though contrary to
expectation, it could be accepted in an economy like that
of Nigeria in which industrial activities depend on
imported industrial inputs. 1n that case, the higher the
degree of openness of the economy, the higher -the growth rate
of domestic production. So also is the case of AVWR where
an increase in AVWR wili invariably increase the cost of
production, with productivity remaining the same, results
in a decrease in the growth rate of domestic production.
The coefficients of VAPE and TSDM have the correct signs
and are significant at ﬁ per cent level of significance.
The computed F- statistics for equations (1) to (5) are
statistically insignificant at the 5 per cent level of
significance. 1n equations (6) and (7), there is signifi-
. cant association between average growth rate of domestic
production and the parameter estimates. The coefficients
of determination, RZ are also generally very 1ow, for alli

"the regression equétions, with the exception of eguations
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(6) and (7) where they are réspectively 0.52 and 0.67,
indicating the weak explanatory power of the parameter
estimates.

“1n 1985 (‘lable 6.2), the estimated coefficients of
NERPTj are positive in all the equations and also
statistidally significant in all the equations with the
exception of equations (1) and (6). The coefficients of
the measure of tariff structure of the previous year:
of analysis (NERPTZ) are mainly negative and significant
at 5 perAcént level'in equations (2) and (8). NERP%a"which
is the‘tariff protection ofv1970'i$ statistically
insignificant, with'negative‘¢oeffiéients in some equations.
Thé coefficients of all the remainﬁng'variables are positive
and insignificant except VAPE which is positive and |
significant at 5 per cent levels.'. The computed F- statistics
for all.the equatioﬁs are insignificant at 5 per cent
level, with the exceptibn of equations (2) and (8). The
coefficient of multiple determinatioh, RZ is generally low
except in eguation (8) where it is 0.67. .

The above analysis shows that tariff protection fo
a 1éfge extent did not influence the average growth rate
of domestic production. This observation could be due to
some of the reasons advanced in Model 1. 1In .addition, .
indicators of resource movements could be‘subject to
certain biases. For instance, the average .growth rate
of domestic pfoduction could depend on the initial amount
of domestic production in the base year; On the oéher hand,

the observed relationship between measures of tariff
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protéction and average growth rate oftdomestic production

may not necessarily mean that there was no growth'in domestic
-production. 1n fact, there might have been growth in domestic
production may be at a decreasing rate.: Furthefmore, the lack
of significance of"the-coefficients of the measures of tariff
production and-other;explanatory.variables does not-nééessarily
indicate the strength of the relationship. For.example,uﬁn.
equation. (5) of Model 11 for 1970 (Table 6.2) where by = 23,

an increase in the measurewofiNERPT1»by one unit would

increase tﬁé e#pected annual rate of growth by 23" per cent.
Thus, in analysing the size of the test, perhaps there: is

the need to consider whether. or not statistical significance

is observed or achieved at a”desired level and not necessarily

at some arbitrary level.

Model 111

The parameter estimates of Model 111 for 1970-&978,
1978-1985 and 1970-1985 are presented in Table 6.3. For the
sub period 1970-1978, the_coéffiCients of the degree of
openness of the economy. (TDOP) for regréssion equatiohs (2),
(4) and (5) afé as expected negative and statistically
significant at 1 per cent level of significance. The
coefficients of the change in the net protection ( ANERP) -
have negative signs but. significant at 5 per cent level
in equations (2), (4) and (5). The coefficients of the measure

of tariff protection at the base year of the period (NERPT1) héve
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 IABLE 6.3

OSDINARY LEAST SGUARES REGRESSION RESULTS FOR IMPORT SUBSTITUTION (IS): 1970 -~ 1978, 1978 ~ 1985, 1970 - 1985
= IR { .

1

i

L

F P K 3

Time -
Period
and .
Bquation Constant MHTP . N ERPT 1 N mP’I‘Z - TSDM ™OoP VAPR ] AVVR PSTP EZ ﬁz F~statistic
1970 -1978 . 0,002l 0.00L6
1 0.292 (0.0016) (0.001L) o 0.l 0.38 7.09
) -0,0013 . 0.001} 0.00002 -0.,7925 0.000) ;
2 0.852 {0.0006) (0.0006) . (0.0002%) . (0.0598) (0.0011) 0.93 0.91 55.39
. 3 0.239 -0,0025 0.0045 ~-0.00008 0,0155 0.0003
’ . (0.0018) (0.0016) . (0.0007L) . (0.0935) (0.000L) 0.6 0.30 3.13
~0.0013 0.001} ~0.7963 " 0.0106 -0.00002 l
L 0.877. (0.0006) (o.oooef) (0.0609) (0.0304) (0.00012) 0,93 0.91 55.48
0.9% ¢ - 700013 0.0012 20,8037 0.0022 -0.0586 ' S
5 .72 {0,0008) (0.0005) (0.0586)  (0.0019) :  (0.0h96) 0793 0.92 59.32 ’ -
6 0. —0.0025 0.0045 —0,0001 0.0002 0.0003 L
: b (0.0018) (0.0015_)_ (0.0007) (0.0035) , (0.000L) AN £ 0,30 3.13
19748 - 1985 :
: 0.0029 0.0037 '
1. 04421 (0.0025) (0.0016) . 0.29 0,23 3.86
. ~0.00001 -0.00001 0.00025 -0,9817 0.0002
2 " 0,987 (0.00021) (0.00007)  (0.00012)  (0.0091) (0.0001) 0.99 0,99, 35L45,72
' 0.0021 0.0039 0.00472 0.0741 0.00009
3 0.041 -(0.0025) (0.0015) . (0.00274) (0.0592) (0.00013) 0.47 0.31 3.2
. o . =0.00002 -0,00004 -0.9901 ' -0,0008 0.00001
L 1.003 . (0.00013) (o.oooop)_ (0.0098) - (0,0028) (0.00001) 0.99 0.99 2839,80
5 ‘1.022 0.00002 -0,00C11 0.9901 0.0005  _0,00882 )
. (0.00011) (0,00008) (0.0085} (0.0002) (0.00L10) 0.99 0.99 3L95.91
P 0.2 0.0026 0,0032 0.00L45 0.00332 0.00010
S 08 (0.002L) _ (0.0015)  (0.0027) (0.00318) (0.00013) . 0.7 0.31 3.38
] 0.00004 —-0.00014 0.00006 0.00026 -0.9882
7 0.995 (0.00012) (0.00018) (0.00012)  (0.00013) (0.0092) 0.99 0.99 3299.79
19701985
—0.0001 Io.ooSS\
1 0,398 (0,0019) {0.0016) s 0.13 0,37 6.93
0.0001 ~0.0001 0.0002 -0.90Ul 0.7003
2 0.960 (0.0006) (0.0006) (0.0004) (0.0632) (0.,0209) 0.94 0.93 68.85
0,0003 0.0056 0,0011 0,0659 -0,00002
3 0017 . (0.0020) (0.0018) (0.0c12) (0.0497) (0.00034) 0,51 0.37" 3.89
L 0.964 0,0001 0.00004 -0.95083 0,0058 -0.00004
. {0.0006) (0.00058) (0.0637) (0.0161) {0.00011) 0.9Y4 0.93 68.3)
0.00093 ~0.0000} ' -0,5090 0.0002 0.002 '
5 40'967 (0.00060) (0.00070) (0.06L:3) (0.0015)  (0.0286) 094 0.93 68.0c0
¢ 0.311 0.CCol 0.0051 =« 0.0012 0,00253 0.00002 :
. (0.0c21) (0.0018) (6.c012) (0.m2%6 (0.00035) 0. 48 0.33 3.59
Yote: Fiowres in parenthezes 1re standard errors, ‘
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the'expectéd signs and also statistically significant at
5 per cent level of significance. All the other variables

exhibited the expected felatiOnships though statistically
insignificant. The computed F- statistics for all the
‘'equations are higher than the critical or theoretical
value of F at 5 per cent level. The coefficient of
determination, R? varied from one equation to the other
depénding on the additional explanatory variables on the
two measures of net effective protection. An examination'
ofAthese equat ions réveals,that'theée high value of R2
can be attributed to the influénce of TDOP with very high
t~ values. A largé part of this period, fell within when
the tariff protection was used as an instrument of industrial
development; with great divergence between the tariff ratés
on consumer goods_and their material inputs. This tariff
structure greatly influenced‘the degree of openness of the
economy. The unexpected.relationships and the non—significance
of some of the coefficients of the non-tariff variables could |
be due to the_ad hoc trade policies pursued by the government
during this period.

dﬁring the Sub—periéd.1978-1985, the coefficients of
TDOP for regressibn eqﬁations (2), (L), (5) and (7) are as
expected negative and in addition statistically significant
at the 5 per cent level. Similarly, the coefficients of
TSDM in eqguations (2) and (7) are positive and statisticaily

significant at 5 per cent level. The coefficient of VAPE is
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positive and statistically Significant at the 5 per cent
level. ‘The meaning‘of thie is'that the flows of
services into the manufacturing process from both human
capital and phy51ca1 capital have p051t1ve and 81gn1flcant
effects on import substitution. The ccefficient of AVWR
in equation (5) is negative and statistically'significant
at 5 per cent level, With the exception of the coefficients
of NERPq, in equations (1), (3) and (6) that are positive
and statistically significant at 5 per cent level, the
coeff1c1ents of the measures of tariff- protectlon in all the.
other equations are mostly pOSitive and statistically
'1n51gn1f1cant at 5 per cent level The coefflcient of
TSTP has the expected 51gn but 1n31gnificant The F—
statlstics for all the equations are statistically |
51gnificant at 5 per cent level of 51gnificance. The co-
efficients of multiple determinatlon, R2 varied from one
equation to the other depending on the additional
independent variables on the measnreS‘of tariff protection,
Generally, equations with TDOP recorded the highest values
.of RZ. This influential role of TDOP became possible
because during the most part of this period, tariff rates
were generally low, even though there were.no great
variance between the rates on consumer goods and their
material inputs, In fact the low rates assisted in
increasing the degree of openness of the economy in terms
of the material inputs.

A close examination of the two sub-perlods, in terms
of performance using the available statistical methods

revealed two distinct features: .
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Model TIV:

- The results of thisdmod'e:b, for 1-970@1‘978; 1978-1985,1570=

1985 are reported in Table L. Forstﬁefsub‘period 1970-1978,
(fable 6.4), the coefficients of the measures of tariff
protection (i.e. ANERP- and NERPT1) are positive and
statistically insignificant in all the eqnations at 5 per
cent level, The coefficienté-df T3TP, a measure of economies
of scale is negaéive and statistically not significant at
5 per cent level. All the other variables have pdsitive

~and insignificant cpeffiéients at 5 per cent level of
significance‘eénept TDOP in equation (5). The computéd‘f—
statistics afe generally lower tnantthe critical 6r
tnebrétical values of'F. Also, fheldomputed coefficients
of multiple determination;‘Rg'afe“lowo Though data:

' limitation mighﬁ contribute to the unexPected‘result, we
never the less believe' that the emphasis goes beyond this.

. The poéitive relationship between TDOP and éverage growth
rate of domestic production could be considered to be
normal due to reasons earlier advanced in Model II.

*  In the sub perind 1978-1985 (Table 6.4), the

coefficients of ANERP and NERPT2 aré mainlyipositiye and-

generally .not significant at 5 per cent and 10 per cent
levels of significance in all the equations. Similarly,
the coefficients of all the other variables in all the

equations are positive but‘insignifibant at 5 per cent
level, The computed F- statistics for all the regression

equations are generally insignificant at 5 pér cent level,
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TABLE 6.4

OPDINARY LEAST S(UARES REGRESSION RESULTS FOR AVERAGE GROWTH RATE OF DOMESTIC PRODUCTION AGHBP); 1970-1978

]

19781985, 1970-198

Time
Period .
and PN . - i
 Equation Constant BN ERP NERPp, NERPTZ VTsm‘ . TDOP VAPE [ AT PSTP B » 72 Pstatistic
19701978 0.2289 0.1012
1 1.377 (0.263L) (0. 2275). d.1l, 0.1k 1.50
. 2,73 0.21;38 0.2656 0.0972 0479 0.2602
. (0,2751) (0.2509) {0.1073) (0.2696) {0.5141) 0.31 0.12 2.05
- ' 0,333 0.1353 0.118 0. 1526 -0.3633 '
3 -0.788 (0.281:6) (0.2445) (0.1160). (0.1159) (0.561,3) 0.23 0.03 16l
: 0.170L 0.3693 0.1973 0. 1411 ~0.28L9
L -3 2 {0.2602) (0.2530) (0.2736) (0.1366)  (0.5383) 0.31 0.07 21
0,151k 0.386L - 0.5LL7 -0.527L 0.2h14
5 -5.365 . (0.2592) (0.256)) (0.2709) (0.8689) (0.2295) 0.32 0.07 -
0.3189 0.09L49 0.09% 0.2857 0.300
6 1,084 (0.2896) (0.2152) (0.1163) (0.5501) (0.2703) 0.20 .02 i
1978-198 BN .
M . -0,8510 0, 1850
1 6.810 {0.5505) (0.3k00) 0.2, 0.16 2.9
-0,7678; 0.2620 0.1173 0.L477 0.1222 '
2" -0.291 (O.SL‘61) i (0.35L;h) (0.6235) (O'LI»673) (0'7235)" ) 0.41 0.2l 2,58
y 0.1031 - 0, 2509 0.8709 0.1767 0.01
3 1,577 (0.0508) (0.3h2l)  (0-6138) (0i1321)  (0.038%) 0.3 0.2 pts
0,995 0.3305 0.2617 0. 1496 0.03L7
oo 058 (0.5805) (0.3995) (- L717) (01369 (0 0% 0.3k 0.16 201
" 0,9L11 0.2L69 G.1337 0.0519 0.0689 0.068
5 2.906 (0.6068) (0.4516) (0.4701) (0.1329) (0.24L8) 9 0.30 0.11 172
0.9281 0.0865 0.8301 0.9710 0.0 )
¢ 2.912 (0.536L) (0.3318)  (0.6060) (2. 710k (0:0583) 0.0 0.23 s
7 2.519 -0.8707 0.5338 -0,0L19 0.7774 0.3530 ) )
. (0.6271) (0.9473) (0.6512)  (0.7078) (0.5158) 0.33 0.14 1.53
1970-1985
-0.1596 0.082Y4
1 1.019 (0.1758) (0.1488) 0.1L 0.1 156
2 2. 165 -0, 1423 0.2687 0.0831 3.6190 0.4166
. (0.1720) (0.1753) (0.1059) (1.7572) (0.2495) 0.36 0.18 2l
-0.1822 0,0398 0.0L06 0.2218 o.°3125
3 -0.223 (0.1937) (0.1678) (0.1142) (0.1,728) (0.3278) 0.22 0.20 151
~ -0,2137 0.2801 0.3499 0.4578 0.30
b 2,501 (0.1771) (0.1912) (0-1783) (0.1522) - (o_golfg) 0.34 - 233
5 -1.4L19 -0,1826 0.2678 0.3319 0,1:3%0 0.0836
(0. 1685) (0.1959) ‘ (0.1803) (0.4579) (c.go29) 0.3, .16 231
- -0.1816 0.0221 0.0L466 0.2726 0.2791 ‘
6 0.577 (0. 1500) (0. 1606) (0.1122) (0.2703) (0.3205) o2l 0.16 169

liote: Ficures in parentheses are stundard errors,
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The coefficients of multiolé de_termination,R2 aredequally
generally low - below 0.45.

The results of the whole period (1970-1985) as reported
in Table 6. 4 show that the coeff101ents of ANERP are nega-
tive and statlstically in51gnif1cant at 5 per cent level.
On the “other hand, the coeffic1ents of NERPT1 are positive
in all the equation but statistically not 51gn1ficant in
all the equations. All the other variables have p051tive
but inSignificant coefficients at 5 per cent and 10 per cent
levels of 51gnificance, with the exception of TDOP in’
equation (2) The computed F- statistics for all the
equations are statistically not 51gn1ficant at 5 per ‘cent
level The coeff101ents of multiple determination are
generally low w1th the highest value of 0.36 recorded in
equation (2). ‘

The observed = unexpected relationships and the non-
significance of the.coefficients of some variables may not
be unconnected with empirical problems. For_instance,.net
effective rates‘of protection which were calculated for
three points in time, 1970, 1978 and 1985, could not have
indicated the structure of incentives for the period of
study, especially’when we consider the frequent changes_in
the structure of tariff in Nigeria. Therefore, the lack<of
relationship between the proxies for industrial development
and the structure of protection may not mean that these
proxies have not been influenced by the structure.of

'protection. Furthermore, because of the poor data base ‘and
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high level of aggregation of the-industries of analysis,
industries such as sugar and sugar confectionery products
and paper and ﬁaper products for which effective rates have
been calculated, might have included a variety of products,
some of which were used as inputs in their own industry,

Some of these industries, for example those producing

dairy products and alceholic drinks might even have been

producing both export and import competing‘producté which
responded differently to protection.

Put in summary form, the results of our findings are

as follows:

(i) the fegression aﬁalysis indicates that the
measures of tériff protection differ from each
other 1n the three years of ana1y51s (1970, 1978
and 1985) in Models I and II,

In other words, the relationship between these
measures and import suﬁétitution on the one hand
and.the average growth rate of domestic production
on the other varied frdm one year of analysis of
our study, to the other.

(ii) in the case of Models III and'IV, the relationship
between the measures of tariff protection and
import substitution and average growth rate of
domestic production during the two subperiods
(1970-1978, 1978-1985) were not the same,

(iii) the models with import substitution as the
dependent variable, that is Models I and III,

performed relatively better,
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that the measure of tariff protectioh in the

base year of a sub period could influence the
changes invthe import substitution of that
period. For example, the coefficients of the
meésure of tariff protection in thé basé year of
1970-1978 subperiod in Model III were positively
related to import substitﬁt;on and»statistically

significant at 5 per cent level of significance,
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CHAPTER SEVEN

SUMMARY ;. CONCLUSIONS AND RECOMMENDATIONS

. 7.1: Summary of Work

ﬁ 'The main aim of this chapterris to summarise the
findings of the studygand tnéh'pﬁt forward some V
recommendations, The main issue cf-this'study has'been an
econOmic'aﬁaiYSisTOf the domestic reSource'cost and
effective protection 1n selected Nigerlan manufacturing
1ndustr1es for the period 1970—1985.‘ As a follow-up, the
study set out to appraise ‘the domestic cost of foreign exchange
saved or earned in the manufacturing 1ndustr1es, examine
the structure of tarlff and its bias,‘lf any and also assess
the extent to which the tariff structure has affected
1ndustr1alizatlon.

As a starting p01nt we reviewed the ex15ting N
literature in Chapter Two. The review showed that the level
of protection was highest in the consumer goods industries,
Generally, the structure of tariff was different from one
country to another and from time to time, depending on the
economic conditions prevailing in a particular country at
a p;int in time. In the case of domestic resource cost,
we noted that, the mere fact of an industry being a net
user of foreign exchange did not imply that it is socialiy
undesirable, |

In Chapter Three, we discussed the theoretical and
methodological issues of the study. In the pursuit'of the

objectives of this study, two approaches were adopted.

The first approach derivedthe formulae. for effective rate
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of protection and net éffeéiivé,fate of protection and also
adopted one of the-relevant and suitahle-eXisting formulae

. for calculating domestic resource cost. The second approach
formulated models to examine the effectiveness of the

tariff structure on’ industrialization. In other words,'

the approach attenpted the building of simple models to
explain variations in import substitution and average growth'
rates of domestic production, the proxies used for
industrial development. A Tew number of variables,aassumed
could have s1gn1ficant impact on the dependent variables
were’ included in the models. |

In the assessment 6f the'structure; growth and
performance of the’ manufacturing industries in Chapter Four,
we observed that the’ manufacturing ‘sector recorded an’
average'growth'rate of 23.5 per cent during the period )
1970-198L, with anyaverage*contribution of 7.4 per cent
to the Gross Domestic Product during the same period. in
- terms of the structure, the manufacturing sector has been
heavily biased in favour of low technology and. 1ight
finished consumer goods -and against intermediate and
capdtal goods.

Chapter Five examined the structure of domestic
resource cost and effective protection in the Nigerian f
manufacturing industries. In doing this, estimates of
domestic resource cost and various measures of tariff
protection were calculated for 1970, 1978 and 1985 using

the methods of,measurement discussed in Chapter Tlhree.

The extent to which variations in import substitution
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and average growth rate of domestlc productlon have been
affected by the measures of tariff protectlon formed the
core issue of Chapter blx.. To achneve thls, the models
formulated in chapter Three were estlmated u51ng the
ordlnary least squares regre531on analy31s. The usual
regreSSJOn crnterla of coefflclent of multlple determlna-
tlon, RZ, standard errors and F-statlstics were used
to evaluate the regress1on coefflclents.

| Chapter Seven summarlsed the work, the flndlngs and

then made some recommendatlons.

7.2; Summary of Findings

‘Domestic resource cost and the tariff'rate‘ohanges;
with the protectiveness’of the tariff structure have been
analySed'within'the*frameWOrk'ofyan'ihput-output’Syetem;
The main highlights of these in the‘Nigeriau manufacturing
industries can be summarised(as follows:

It was generally observed that activities in the
capital goods sector had the lowest domestic resource
cost in terms of foreign exchange saving or earning while
those of the consumer goods sector with the highest
protective measures recorded the highest domestic
resource cost:of foreign exchange saving or earnihg.

The high levels of tariff protection (nominal and

effective) in 1970 and 1978 mildly declined in 1985,

. perhaps as a government measure of solving the problems of

inflationary pressure and unemployment. Generally, the

consumer goods sector was afforded the highesthmeasures



.- 186 -
thé‘measuresiof tarifflﬁrotection and import substitution
and average growth rate of doﬁestie production.

" The effectiveness of the measureé'of tariff protection
could go beyond a year as evidénce ih some models, though
the-unique number of years for adequate effectivenesé could
nof'be“detérmiﬁed. B o |

AS a corollary, other variablés,'mbst éspecially"thé'
degree of bpénnéés'of the economY'gréaﬁiy influénCedxthe'
coefficients of multiple determinatiOh;_R2 in all ‘the
equations it featured in Models 1 and 111. |

“The'unexpedtéd‘reiatiOnsHipS and the non-signifiéénce of
the ‘coefficients of some of the variables observed in certain
models could be'ﬁue to empirical problems eariier'menfibﬁ'ip
Chapter Six. For inStanéé} the net effecti&e'ratés=of'ﬁfotec-
tion which were calculated for the three years of énaifsig -
1970, 1978 and 1985 - could not have indicated the structure of
protection for the period.of study, especiaily,when we cénsider
the>frequent changes in thé structure of tariff in Nigeria and '
Carter's input-output table of the Nigerian economy on which the
estimates are based, which is not free from errors. In fact,
becausé of the poor data .base and high level of aggregation of
the industries of,analysis, many industries for which effeétive
rate have been calculated might have included a variety of
products, some of which were used as inputs in their own
industry. In- some cases, indicators of resource movements could

be subject to certain biases and some industries could even

have been producing both export and import competing

products which responded differently to protection.' So the
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lack of relatlonshlp between the prox1es for Jndustrlal
development and the structure of protection may not mean
that these prox1es have not been lnfluenced by the
structure of protectlon. Therefore; max imum cautlon has

‘to be exerc1sed before a conclu31ve statement could be

made about the regre551on results.

Conclus ions and Recommendations

In view of the analy51s of thls study and glven the
SlgnlflCdnt role that government can and does play in
1nfluenclng tarlff pollcy in an economy, the follow;ng are
recommended'4.

‘There is the need faf'cdhcér%éd efforts, to.channel
tariff protection toward"industrial'development, through
the protectlon of 1dentif1ed spec;flc key industries that
are of vital Jmportance in Jndustrlallzatlon. The
protection should be done on a temporary basis to avoid
maintaining indefinitely activities which could‘be.
inefficient. ,

1n the formulation of tariff policy, the tariff rates
of the material inputs of-some of the industries should
either be reduced to the barest minimum or abolished. in
fact, there is the need to determine that variance between
the tariff rates on goods and that of'their material
inputs which will enhance the pull and push effects of
tariff structure on the movement of resources.

Since the capital goods sector apart from playing
a pivotal role in the industrial development of a nation,

also relieves the foreign exchange constraint on growth,
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eradicates technological and ‘external dependence and
has a relative capability of low domestic cost of foreign
: exchange*generation; the bias of the tariff structure
against the sector and in favour of consumer goods sector
should be streamlined: In fact, the review of the level
of protection afforded the consumer goods activities and
the channelling of appropriate protective rates towards
the activities of the capital goods sector ehouldfbe:
cons’idered by the'government'Withcdt further delayﬁh
" in order to avoid the discrimination of

‘tariff protection against export seétor of industriés or
export 1ndustr1es, usually arlslng from an overvalued’
domestlc currency, the exchange rate of the domestlc
currency needs to be con51dered when formulatlng tariff’
policy. Furthermore, there is fhe need to either reduce
or abolish taxes levied on manufactured exports. |

Though the generation of revenue for the government
is a cardinal obJjective of teriff'policy, excise duties
‘should be abolised for some of the goods so as to give
perceptible differences between net nominal and net
effective rates of protection - a sign of higher degree of
protectlon - in the production of those goods._ The overall
long-run impact of higher degree of protectlon in terms of
industrial development will eventually undoubtedly out-
weigh the imnediate impact of revenue generation objective
of tariff policy. 1In fact,}the.entrepreneurs should be

made to invest these excise duties. they would have paid, on
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local sourcing of raw materials or research on local
sources of their material inputs. _

- The observed'pattern*of’eséélation'whiéh is a
feature of a couﬁtrj‘s-éarly phase -of -industrialization
needs a reconsideration since Nigeria's industrialigation
process has gone beyond the threshold of this phase. The
effects of tériff'réfeé,“excisé*deigs and the extent of
overvaluation of the ‘domestic currency should be coordinated
to ensure-that there 'is that appropriate protection for
proper'industrializatioh process. -

"Though changes in industrial policies are necessary,
the frequency with which they are made should be curtalled,
since the effects or results of some of the incentives
manifest themselves in the long-run. Hence, the |
héphazard manﬁer;in”which tariff rates are‘formulated by
people of less expertisé in tariff issue§ should be |
discontinued. Tariff ﬁolicy formulation should be based
on the outcome of research findings on appropriate
protection,

, Andustrialization has a fundamental role in the
process of economic de#elopment of any nation. Because of
this, there is the need for the selective use of industrial
incentives for the purpose of influencing the structure‘and
character of investmént in industries with high vaiue
added potentials or external economies, in addition to the
system of protection.

The export of manufactures apart from the generation'
of foreign exchange, it also helps in the replacement of

the diminishing momentum of import substitution in the
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promotion of industrial developmenta. Hence the Export
Promotion ‘Council should be'made—more effective in :
'bringing together representatives of government industry

and trade. It should not only see 1tse1f as an institution
concerned with advising-the government on export

policies and providing services and information to
manufacturers and exporters, it should also effectively be
made to assist small and medium size firms in their efforts
to export.: The lack of built—in incentives to export o
industries in the Nigerian tariff structure is a weakness’:
~that needs to be corrected if manufactured exports are to
ba developed. e ”

Finally, the government should not only formulate o
»policies, but as a follow—up, effectively monitor~their
implementations and make some adjustments when the need
arises, |

Inlconclusion, the study revealed that the consumer
goods industries with the highest level of tariff protection,
recorded the highest domeStic,reSOurce cost in terms of foreign
exchange earned or saved. This to some‘extent must have '
affected the pace and nature of industrial development in
Nigeria., For meaningful industrial development, there is- the
need to review this high 1eve1 of tariff protection., Hence
the current deregulation policy of the government to our
mind should be judiciously implemented.

The over-valuation of the domestic currency as revealed

by the study manifested itself in the discrimination of tariff

protection against the export sector or export industries and
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consequently a hindrance to export promotion..lfo'reverse

this trend there is the need for an appropriate exchange rate“
for the domestic currency. Hence we are of the v1ew that the
introduction of the floating exchange rate regime is most timely
and appropriate.’ If prcperly managed, it will no doubt achieve
an appropriate exchange rate for the domestic currency.

' There is no pretence in this study that every question about
domestic resource cost and effective protection in the Nigerian
manufacturing industries has been answered The model developed
in this study, 1ike any other model has its weakness. For
instance, while the model does not discuss the role ofwnon-
tariff 1ncentives, the treatment of lag structure is rather crude
due to paucity of data._ As already indicated in this study, our
aim is not to formulate an econometric forecasting model but.to
produce a framework which can be used to examine the effects of
government tariff policy on industrial development., With
improvement on the data base of the country, we hope that‘
further studies would concentrate on this aspect, Furthermore,
any future work on effective protection and domestic resource
cost in Nigeria should be done on a much more disaggregated,
single-commodity basis rather than on commodity group basis or
industry basis. This will undoubtedly reduce the averéging and
weighting problems. Finally and most importantly, there is the
urgent need for an up=-dated and more detailed input-output table
of the Nigerian economy, Such an input-output table will
facilitate not only better effective rate of protection'
calculations but ‘also all the other _applications of an input-
output table,
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APPENDIX I

VARIARLES IN REGRESSION MODELS

AVERACE GROWTH RATR OF LOMESTIC PACLUGC-

IMPORT SUBSTITUTION (IS) TION (AZRDP . . YERP ONERP
TNDOSTRIES 1970-T1978-[ 1970~ : 1970~ T1978- 1970~ § 1970~ [ 1978~ [ 1970~
1970 | 1978 | 1985 [1978 }1985 | 1985 }970 (1978 (1985 1978 1985 | 1985 1970 {1978 | 1985 | 1978 |1985 {1985
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3. Bakery Products 0.92110.1456] 0994 0.749{0.8951 0,898 . p07.56| 28.31]23.00 | 78.76 | <L.5k| 6L.79) L2.L3 18.54 1}.20 | -23.84125.61 1.77
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18, Petroleum and Coal Products C.601{0.212{0.23510.423{0.787 o,7jh L1.16{-55.65 -103.97 196,42 | L42,08]135.01 74991 -5.L5| SoLS|-13.LL |10.90 f-z.su
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23. Miscellaneous Metal Products \’5.600 ¢.455]0.729]0.525{0.650] c.628 | L.LS1 1.62] -1.1€| 31.3L | 13.40| 2L.23 | ~6.92]-=9.21{ 10,38 | ~2.29 {19.59 [17.30
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. TDOP . : TSDM VAPE
DooSmIES 1970 [1973 [1925 fote-[1373-|2970-[1970 |78 1985|1970~ [197%= [1g7e- )igt0 197 fasEs  fego- | 1978 [19?0-

: 1972 11335 11385 : 1978 198¢ 1988 157: 138¢ 1083
1. eai Products 0.005]2.337 o.o%é 0.15312.15013.176192.,28  [2353.53 9,61 [351.92 7.57 [225.7 1,648 (31,270 122,403 | 6.4¢2| 20,333} 1€.493
2, Cairy Products 0.947|0.3C3 [0, TLS |0.729 {2.783{0.786 58,52 12,37 |-11.55 | 3.2 2.07 | 2b.69 | 3.901 |17.¢10 15.23 |19.302] 17.011 | 125,076
3. Bakery Producus 0.UTy] 04545 |0.006 [0.251[0.175{0.102 145,52 “Ms51,57 | 20,89 | 80.57 | 45.76 | 5%.73] 1.839 | 5.695 |21.947 | 3.315| o.lhko| T7.%04
4o Sugar & Sugar Confectionery Products|l.5L:9/0.719 0.87610.60210.81L|0.749| 21,70 [ 13.45 |-26.42 | kO.2 0.96 | 21.33] 1.501 113.07h | L.LoO | 7.575| 11.529 [ £.873
S. Miscellaneous Food Products 0.672|0.16710.5471[0.625 J0.42810.L57} 14,11 160,30 | 4S.99 | 62.15 | 35.43 | L2.66 | 2.516 |51.060 [19.L75 |1L.588} 22,942 | 20.776
6. - Alcoholic Drinks {0.024{0.050{0.007|0.15910.010{0.043| 33.81 [ 32,53 |-33.kk ; 26.12 | 27.1k4 | 26.23 16,165 [28.913 |37.818 19.772| L2.516 [ 35.07L
7. Soft DrimKs- 0.026]0.261]0.002]0.2290.032[0.069| 21,32 | ~6.53 |-22.33 § 78.21 | 19.51 | 5L.15| L.606 [ 8.38L [12,980 i 8.016| 12,631 | 11,46k
8, Clothing and Made-up Textiles 04573{0.6L3[0.094[0.760[0.549[0.658| 5.30 | 27.40 6.89 | 33.30 | ~7.8 | 12.61( 1,160 | 3.660 [12,0L47 & 2.L9L; S5.619{ 3.939
9., Leather Footwear 0.250]0.359{0.015{0.L443|0.137]0.243 | 21.21 12.39 10Q.38 | Lhally | 51,18 | 49.81| 1.609 | 6.081 30.168 “3.625, 7.879 | 5.913
10, Wood Products 0.152/0.400|0.157 [0.280 0. 307 |0.296 | 26.68 | -9.04 | 23.79 | 50.23 | 32.82 | L45.23| 0.872 | 2.981 | 7.181 ! 1.6585 5.245 | 3.439
11, Furniture . 0.185{0.220{0.098|0.353{0.10410.16L | 68,2 42,62 | 18,08 | 51.99 | 11.80 | 32.48| 0.843 [L2.8L9 | 6.452 ; 2.558' 6.233 ] L.532
12, Printing and Publishing 0.423(0.633]0.208|0.L83i0.413 0.422] 51,42 -29.59 -3.69 | 32.52 | 15.68 | 26.00| 1.332 | L.L49S | 8.361 | 3.253| 6.L22| 5.160
13, Drugs and Medicines 0.580]0.732[0.368 [0.817 0,655 0,695 | 42,3 |33.18 | 7.33 | 35.71 | 19.01 1 27.51| 0.543 ;22,773 | L3SLT | 9.0k 27.13k | 20.L0Y
1. Textiles 0.520{0.1455]0.12810.553[0.287{0.373] 27.76 | 12,23 | 35.92 ' 23.92 | 10.74 18.06 | 1.856 © 3,797 | 13.519] 2.135 " 6.910 | L.SL6
15, Tanneries and Leather Products 1,15410.850{0.075]1.052|0.212|0.312| 160,00 | 23,48 | 42.39 105.07 | L7.90 81,53 | 1.131  L.6LL | 18.L86 3.076 11.361 8.968
16, Faper and Paper Productas. 0.767{0.72010.720{0.52110.,732{0.614 | ©.6L5 :68,21.1 14.79 Se9h & 3h.3k 16,77 3.146 | 8.250 | 13.55L]| S.7LL ' 10.856 | &,87h
17, Paints, Varnishes and Lacquers C.506!0.559{0.300/0.55L|0.376|0.L18} 6.0L4 | 28,00 1,05 33,16 | 18,55 ;'26.33 5.050 .‘5'21h 18.517 11,251 19,539 16,338
18, Petroleum and Coal Products 0.400}0.867|0.803{0.653{0.225(0.307 | 20,92 11,47 | 51.Lh 1 33.5 Tolls . 20.55 1 86.960 gjh.Sh -4.853|6L.351 83.019 &ah.sas
19. Tyres and Tubes 0.243]0.301{0.220:0.221{0.314[0.28k | 52,88 | 27.67 | 79.40 :27.05 17.55 22,32 | 5.090 110.538 | 38.5281 8,291 18.062 | 13.125
20, Rubber Processing 0.56510.871]0.868 0.763|0.88L{0.841 | 43.32 111,31 [168.10 . L3.79 | 28.91 32,13 1.0L7 ! 2.314 | L.521° 1,774 2.837 | 2.140
21, Flastic Froducts 0.71610.757/0.592 0.70310.52810.554 | 5.8, [65.8L | 11.28 11.21 | 38.36 18,19 30.25 : 2,392 | k222 3,537 9.597 f 8.085
22, Yon~ferrous Metals ' 1.01110.818]0.901 0:839{0.935 10,931} 75.56 | 36.91 [430.68 91.55 | 50.00 7L.19| 1.347 15.062 | 10,589 9.2u3 8.7 RIS
23. iscellateous Xetal Products 0.1400{0.547[0.271 0.L76/C.35210.373 27.25 | 20.96 6.25 35.13 | 1h.70  25.30 | 2.166 5.550 | 13.289 3.8  9.885 1 7.353
2, Yon~Electrical Machinery 0.99310.945{0.92410.96710.955]0.960 |13L.13 7.01 | 53.96 52.06 2,70 30.63| 1.43L 12,761 b 17.34211.193 12,943 12,307
25. ° Electrical Equipment €.97610.951 0.75710.93L|0.8L31(0.867 | 87.5L [57.99 | 39.85 39.51.| L.39° 20.50| 1.882 - 9.022 15.&00; 7.283 13.5L8 | 11.736
26, Zoat Fuilding and Reparing c.94310.902 c.93hfo.91o 0.9350.327 |19L.Lh [ halT (236433 - 6LL1Y 30°6hi $1.65 | 1.L57 . 2.9k2 6.174] 2.8 3,577 | 3.L03
27, Yotor Veaicle Assembly 0.99110.957 o.h27|o.9h3 0.671[0.7h1 | ShaTh 23,70 | 71,2 51,07 18,81] 39.61| 1.LSL | 13.771 uo.ohsl 8.53L Iaz.has 27.327
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Source:

" various issue$ and Heview of External Trade, various issues.

L o o - AVWR TSTP
INDUSTRIFS- 1970 1978 1985 | 1970- 1 1978~ ] 1970-| 1970 1978 1985 1970~ 1978- 1970~
: 1978 1985 1985 1978 1985 1985
‘1. Meat Products 0.574| 2.193 | 3.L88 | 1.096 I 3.654 | 2.941 | 87.727 | 328.750 | 630.L429 | 122,725 |572.189 | 262.566
" 2, Dairy Products 0.640| 2.685 | L.771 | 1.782 | 3.791 | 3.109 | L3.333 191,833 | 149.625 | 100.125 |19L4.327 | 147.866
3. BDakery Products | ©.359| 1.024 | 1.908 | 0.594 | 1.992 | 1.587 | . 37.908 | 52.951 | 23.062 | 28.343 | 28,055 | 27.L86
Le Sugarzand Sugar Confectionery Products 0.h82 2,687 | 3.385 j.328 3.159 | 2.011 | 4L5.917 | 51hk.133 | 152.882 | 370.856 |285.521 | 317.127
-5, Miscellaneous Food Products . 0.6L81 2.732 | 3.889 | 1,38 ko403 | 3.975 | 75.000 | 192:Q0. | 185.L474 | 108,733 [227.755 | 192.295
-6, Alcoholic Drinks 1.028| 2.461 | S.473 | 1.915 | k023 | 3.353 | 370.L29 | €65.875 |. L55.h50 | 388.583 [585.3u9 | u98.22k
7. Soft Drinks ) 0.550] 1.785. | 3.743 | 1.247 | 3.159 | 2.6hk | 108.500 | 585.71L | 210.167 | 201.299 |2L8.033 | 225.138
8. Clothing and Made-up Textiles 0.347] 1.3u2 | 2,775 | 0.8L2 | 2.375 | 1.982.1 220.375 | 425.513 | 99.613 | 140.135 |136.085 | 121,877
" 9. Leather Footwear h 0.637] 1.147. | Lu62h | 1,105 | 2.561 | 1,945 | 202,417 | 308,231 | 127.900 | 151.199 |272.265 | 197.570
10, ‘Wood Products 0.461] 1.253 | 2.4k5 | 0.846 | 2442 1 1.675 | 99.558 | 6L.190 | 32.930| 6L.282 | 63.831 | 6L.0R
11, Furniture 104379 17.567 | 2,038 | 0.965 | 2.571 | 1.835 | 53.667 [ 92.463 | L41.806 [ 50.867 | 57.869 | 53.302
- 42, Printing and Publishing 0.6911 1.922 | 3.000 | 1,355 | 2.696 | 2.160 | 63.627 | 59.853 | 93.907 | 62.659 | 62.0L7 62,402
13, ‘Drugs and Medicines 0.622 2.065- | 54791 | 1.626 | 5,230 | 4.025 | 89.857 | 95.833 | 105.829 | 68.318 | 98.376 .| 85.73h
14, Textiles , , 0.L71[ 1.495. | 3.413 ! 0.976 | 2.808 | 1.900 | 614,100 |1139.306 | 703.967 |,582.080 [857.728 | 67L.358
15, .Tanne;ies and -Leather Products 0.492} 0.949 | 3.000 | 0.789 | 3.2L8 1 2,555 | 117.36L | 120.350 | 145.808 87.699 | 226,741 | 158,166
16, FPaper and Paﬁer Products 0.786! 2,185 j;ihT 1.458 | 3.L426 | 2.LS59 61.333 110.833 78.067 76,540 | 102.L4L 90.345
117, - Paints, Varnishes and Lacquers 0.687| 2,987 [ 1.369 | 2.010 | 4.303 | 3.565 | LL.L0O | 287,667 | 286,000 | 82.L00 | 311,590 } 199,620
18, Petroleum and Coal Products 3,029 2,674 | 6.163 ' 2.767 | 6.107 | 5.510 | 151.750 | 973.333 | 283.143 | 185.027 |315.743 | 222.858
19, “2yres and Tutes . 0.973{ 3.006 | 7.076 | 1745 | 5.124 | 3.369 | 258.360 | 32L.913 | L15.625 | 259.8L9 |L75.512 | 322.327
. 20, 'aubbex_: Processing : 0.333] 0.979 | 1.840 | 0.592 | 1.690 | 1.026 | 118,467 | 1864921 | :94.931 | 116,50k ([ 153.851 | 140.032
T, Flastic Products C.Lg6! 1.932 | 3.663 | 1.255 | 3.317 | 2.737 153.909 | 219.231 | 132,174 | 141.877 148,748 | 142,171
22, "ton-ferrous Metals C.lb3| 1,986, 6.313 | 1.115 | 2,50k | 1,746 | 36,000 | 159.750 | L9.52L | 111.2h6 | 76,522 | 87.921
1 23. “iscellanéous Metal Products 0.587] 2.184 | 3.595 | 1.261 | 3.416" | 2.499 | 169.436 | 237.385 | 120.801 | 172.118 | 174,940 | 170.0L8
-2h9 Ibn—Eiecfrical Machinery 0.552] 1.485 | L.182 | 1.360 | 3.22L | 2.795 66,571 | 210.579 | 119.565 | 108.163 | 177.huL | 142,251
25, Electrical Equipment 0.491] 2.u62 {5.137 | 1.530 | 3.815 | 3.155 | 112.400 | 2L8.375 | 182.813 | 151,311 |276.671 |220.L55
26, “Zoat Building and Reparing 0.500| 2.072 | L.011 .0 1.1k6 | 3.300 | 2.111 | 89.0C0 | 139.571 | 60.500 | 111.917 | 72,108 | 36.667
27, Yotor Venicle issembly 0.498| 3,057 | 3.674 | 1,532 | 3.188 | 2.80h | 89.600 | 213.100 | L27.286 | 119,651 [525.846 | 375.821
Note: Explaration of variables,presented in Chapter 6, Section 6.2.
The variablgs IS, AGR™E, TDCP, TSI4. VAPE, AVWR, TSTP have been computed from the Federal Cffice of Statistiics, Industrial Survey of Nigeria,

For the measures of protection, See Table 5.8.
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APPENDIX 11

H - .
DISACGUEGATEY INPUT-OUTPUT LuCHNOLOGY MATRIX: 1959-1560

2.
3.

5
6

7

8.

S.
10.
11
12
13.
i
15.
16.
17.
18,

" 19,

20.
21,
22.
23,

2.

25.
26.
27.
28.
29.
30.
31.
32.
33.
A.
35.
36.

37,

38.

- 39.

40.
L.
k2.
L3.
s

L5,

Meat Product
Dairy Products
Bakery Products

Sugar and Sugar Confectionery Products

Miscellaneous kood Products
alcoholic brinks

Soft Lrinks

Lobacco .
Clothing and Made-up Textiles
Leather Footwear

wood Products

Furniture .
Printing and Publighing

rugs and Medicinés .
Soap and Soép Products
Perfumes and Cosmetics
Matches

Radio and Television

Cameras and Projects

Clocks and Watcbes

Textiles

Cordage rope and twine
Tanneries and Leather Products
Paper and Paper Products
Basic Industrial chemicals
Fertilizers

Paints, Varnishes and Lacquers
€etroleun and Coal Products
Tyres and lubes

rubber Processing

Plastic Products

Refrigeration and Household kquipment

Bricks and Tiles

Cement and Concrete Products
Glass Products

1ron and Steel Products
Non-ferrous metuls
Miscellaneous Metal Products
Metal dires

Office Machinery
Non-Electrical- Machinery
Electrical tquipment

Boat Building and Repairing
tiotor Vehicle assembly
bicycle and Cycle_Assembly

1

2

3 18

5

<) 7

g

9

10 11

12

1

3

hI 15.

T UIoGoo

0.0065 -

0,0000
0.0000
0.,0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0172
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0046

~0.00U0

0.0000
0.0172
0.0000
0.0000
0.0000
0.0025
0.00u0
0.0000

*0.0000

0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0145
0.G000
.00V
0.00V0
¥, 000
¥.0U00
0.0149
0.0000

0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
- 0.0000
0.0000
0.0000
0.0060
0.0000
0.0000
0.00U0
0.0000
* 0.0000
0.0LLo
0.0LGU
0.0060
0.¢003
0.0000
0.0000
0.0C00
¢.0001
0.CU0U
0.6C00
0.0000
0.L000
0.0000
0.6000
0.0C00
0.00600
0.0GG0
0.0U00
0.0609
0.GUL0
0.0000
U.u000
0.00UG
0.0603
G.0GU0

0.0000 0,000V
0.0131 0.0000

- 0.0006"

0.0000 -
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0046
0.00G0
0.0056
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0092
0.000U0
0.0000
0.0046
0.0000
0.0000
0.0000
0.0000
0.0000
0. 00V0

0.0000
0.0000
00000
0.0000
0.0000
0.0023
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000

0.0000
0.0000
0.C000
0.0000
00,0000
0.0000
0.0000 0.0000
0.000U 0.0000
0.00U0 U.00LY
0.0000 U.CUCU
0.0000 0.0000
0.,0000 0.0000
0.0000 0.UGGO
0.0103 0.00U00
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.ULUU
U.0U00 ©.00G0
0.0015 0.0000
0.0C00 0.0GO0

0.0000°
'0.0000

0.0000

0.0000 -
0.0000
0.0000
0.0000

0.0000
0.0000
©.0000
0.0000 .
©.0023
0.0000
00000
0.0000
0.0000
0.0000

' 0.0000

0. 0000
0.0000
0.0000
0.0000
0.U00Y
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.00600
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
Q0.00u0
0.00U0
0.0000
0.0000

0.0500 “0.0000
0.0000 0.060H
0.0000 0.000V
0.0000 0.00C0
0.0000
- 0.0000
0.0000 -
0.0600 0.0000
6.0000 0.0000
0.0017 0.0017
0.0017 0.0017
0.0000 0.0000
0.0000 ©.0000
0.0000 0.00U0
0.0000 0.0000
0.0000 0.0000
§.0000 0.0000
0.0000 0.C000
0.0000 0.0000
0.0000 0,0000
0.004l 0.00kl
0.00L0 0.0UUU
0.0C00 0.0000
0.0017 0.0017
0.0000 0.0138
0.0000 0.0000
0.0000 0.0UGU
0.0001 0.0001
0.0000 0.0000
0.0000 0.U000
0.0000 0.0000
0.0009 0.0000
0.U0U0 0.0000
0.0000 0.0000
0.0000 0.00V0
0.0000 0.00W0
0.0000 0.0000
0.0180 0.0180
0.0000 0.0000
©.0000 0.0000
0.0000 0.00U0
0.0000 U.0UWO
0.00U0 0.0UY
0.002¢ 0,0020
0.00C0 0.0000

0.0000-

0.0000

0.0000

'0.000U

0.0000
0.000U
G .CUOU
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.00U0
0.0060
0.0000
0.0000
0.0005
0. 0L0O
0.0000
0.0005
0.000U
0.0000
0.00U0
0.0uC0o
0.0600
0.0000
0.0000
0.0000
0.000G
0.000¢
0.0000
0.0000
0.0060
0.0009
0.0000
V. 0uGU
0.0000
U.0uu0
U.00U0
0.0001
0.00C0

0.0000
0.0000
0.0000
£.0000
0.0000
0.0000
0.0000
0.0000
0.0001
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.2108
0.,0000
0.0000
0.000
0.0000
0.0000
0.0000
0.0000
0.0600
0.0000
0.0000
6.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0002
0.0239
0.00U0
0.0000
U.0000
0.0000
0.0000
0.0000

0.0000 0,0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0,0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
-.  0.0000
0.,0000 -
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
©.0000 0.0000
0.0000 0.00Q0
0.000C" 0.0000
0.0000 0.0006
0.0000 0.0000
0.1€73 0.0000
0.0001 0.000
0,0000 0.0000
0.0000 0.0CQ0
0.0000 0.0000
0.0000 0.0060
0.0000 '0.0000
0.0035 0x0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.,0000
0.0008 0.0034
0.0000 0,000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.G000
0.0001 0,0002
(.0000 0,000

0.0000
0.0000
0.0000
0.0000
0.0600
0.6000
0.0600
0.0000
0-.00G0
0.00G0
0.5235
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.00G0
0.0000
0.0001
0.0000
0.60C0
0.0000
0.0C20
0.0000
0.0000
0.0000
0.00600
0.0000
0.0000
0.0000
0.00C0
0.0000
0.0G00
0.0000
0.0G00
0.G032
0.G0GO
©.0000
0.0000
0.CGo0
0.0000
0.0601
0.0000

o'.-
0.
0.
0.
0.
0.
0.
o.
0.
0.
o.
0.

0.
o.
0.
0.
0.
0.
0.
0.
0.
0.
0.
o.
0.
0.
0.
o.
0.
0.

0.0000

0.
Q.
0.
0.
O.
Q.
0.
0.
0.
O.
0.
Q.
0.

0000
0000
0600
0000
€000
0000
0000
C000
€000
0000
0000
0000
0000
0C00
0000
0600
0000
0000
0000
cc16
G000
0000
0007
0000
Q0G0
€000
GCO0
CCOG
0600
0600

[el070]0]
QC00
0Co0
0C0oQ
[elefs]0}
0033
0Co0
[0:e]e8]
[ole]¢]0]
[6]a]e]0]
Coo0
0G08
0CC0

0.0000 .€,0000
0.0000" 0,0000
0.0000. 0.0000
0.0000: 0.0000

0.0000 0,0000

0.00007.0,0000
0.0000 "6:0000
0.0600.0.0000
0.0000: 0.,0000
0.0000 0.0000
0.0000 0.0026
0.0000 0.0026

0.0000 0.0000

- 0.0000
0.0000 =
0.0000 0.0000
0.0000 0,0000
0.0000 0,0000
0.0000 0.0000
0.0000 0,0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0118
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 €.009L
0.0000 0.0000
0.0000 0.0000
0.0000 0,0000
0.0000 0.0000
0.0000 0.0000

0.0000 0.0000 .

0.0000 0.0000
0.0000 0.0000
C.0000 0.0000

0.0000 0.0074

0.0000 0.0000
0.0000 0.0000
0.0000 0.CQC0
U, 0000 0.0000
0.0000 0.0000

0,0000 0.0019

0.0000 00,0000

e
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1 N
1. Meat Products
2. Dairy Products
3. Bakery Products .

L;. Sugar and Sugar Confectionery Products

5. Miscellaneous Food Products
6. Alcoholic Drinks

7. Soft Drinks

8. Tobacco

9. Clothing and Made-up Textiles
10. Leather Footwears

11. wood Products -

12. :urm.ture ) ’

13. Prxnt;ng and Publlshlng

1. brugs and Medicines

15. Soap and Sdéap Products

16. Perfumes and Cosmetics

17. Matches

18, Radio and Television

19. Cameras and Projects

20. Clocks and watches

21, Textiles ~ .

22, Cordage rope and twine

23. Tanneries and Leather Products
2. Paper and Paper Products

25. Basic lndustrial Chemicals
26. Fertilizers

27. Paints, VYarnishes and Lacquers
28. Petroleum and Coal Products
29. Tyres and lubes

3Q. Rubber Processing

31, Plastic Products .

32. Refrigeration and. Household :.qu1pment

33. oricks and Tiles

3. Cement ana Concrete Products
35. vlass Products

36. iron ana steel Products

37. Non-ferrous metals

38, Miscellaneous ketal Products
39. Metal #ires '

L 0. Office Machinery

L1. Non-mlectrical lachinery

2. zlectrical syuipment

L3. poat suilding and sepairing
L1y, Motor Venicle assembly

LL5. Bicycle and Cycle assembly

18

19 .-

- 20

21 22

23> 24

25 26

27

28

29 30

16 AT
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.00U0
0.0000 0.0000
0.0000 €.0000
0.0000 0.G000
0.0000 0.0000
0.0000 0.0000
0.0000 0.00C0
0.0000 0.0000
0.0000 0.0U00
0.0000 0.00U0
0.0000 0.0000
0.0000 0.0000

- 0.0000
0.0000 -
0.0000 0.0000
0.0000 0.0000
0.0000 0.00U0
0.0000 0.0600
0.0000 0.00Q0
0.0000 0.00L0
0.002L 0.0000
0.0000 0.0000
0.00UC 0.0ULGO
0.0000 0.0C00
0.0000 0.0000
0.0000 0.00U0.
0.0000 0.0000
0.0000 0.UCU0
0.0000 0.0U00
0.0000 0,000
0.00U9 0.000V

© 0.00C0-0. 000U

0.00uU0 0.LULO
0.00C0 U.LOULU
0.01C6 0.0U00
0.00LL 0.00C0
0.06C0o 0.00C0
0.00L0 0.LULO
0.0UG0 ©.0GL0
0.0000 0.UGC0
0.0C%8 0..0C0
0.0CC0 0.000u

©0.0000
0.0000
0.0000
0.0000
0.0000
0.00C0
0.Q000
0.0000
0.0000
0.0000
0.0000

0.0000

0.0000
0.0000
0.0000

0.0000

0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
Q.0000
0.0000
0.0000
0.0000
0.0CQ0
0.0000
G.0000

.0.0000

0.0000
0.0000
0.0000
0.0000
U. 000U
0.00uV0
0.0000

0.0000
0.0000

0.0000

0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
§.U0C0
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.6000
0.0000
0.0000
0.0000
U.00U0
0.00V0
0.GOVUY
0.0000
0.0000
0.0000
0.00C0
0.0000
u.CLOuLL
0.60uu
0.0000
0.CC00

0.0000
0, 0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
Q.0000
0.0000
0.0000
0.0000
0.00u0
0.0000
Q. 0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0uG0
0. U000
0. 0000
0.0000

0.0000 0.000V
0.0000 0,0000
0.0000 0,000
0.0000 0.0000
0.0000 0,000
0.0000 0.0000
0.0000 0,0000
0.0000 0.0000
0.0000 0.0000
0.0002 0.0000
0.0002 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.00U0
0.0000 0.0GU0
0.0000 0.0000
0.0000 U.U000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
- 0.0000
0.0000 -
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0U00 0.00U0
0.0000 0.0000
0.0008 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0U00
0.0000 0,006
0.000U 0.0000
0.00U0 U.LLUD
0.0000 0.00u0
0.0070 -0.0000
0.,00U2 U.uuuo
©.U000 U.0000
0.0000 0.0000
0.0000 0.0U0U
U.6UL0 G.OUCU
0.0002 V. WL
0.00U0 0.0000

0.0UGO 0.0000
0.00G0 0.0000
0.0000 0.0000
0.00¢0 0.0000
0.0000 0.C000
0.0000 0.0060
0.0000 0.0000
0.0000 0.0000
0.0060 0.06C0
0.0001 0.0000
0.0G00 0.0000
0.0GGG 0.0000
0.0000 0.000Q
0.0000 '0.6000
0.0000 0.0000
0.00¢1 0.0000
0.0660 0.C000
0.0000 0.0000
0.0000 0.0000
0.000U 0.0000
0.0000 0.0060
0.0C00 ¢.0000
- 0.0000
0.0000 -
0.0C00 0.0000
0.0L00 0,00C0
0.0CC0 0.,0000
0.0000 0.0G00
0.0000 0,0000
0.0GCO 0.00C0
0.0000 0.0UCO
0.0CLO 0,0000
0,050 U.0U0C0
0.C0UO 0. 0UGO
U.L0L0 0.0u00
L.LLLO 0.UU00
U, 0uLU 0. 000y
0.G007 0.0000
0.00C0 0,0008
0.0LCC 0.CUCU
0.£GC0 0.060U0
0.CCL0 0.0C00

T0.0LUG U.CoW

ULl UL U0
0.LGLL UL CLLU

0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.000Q 0.0000
0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0600
0.00C0 0.0000
0.0000 0,0000
0.0000 0.00CO
0.C000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0600 0.,0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000

0.0000 0.0000

0.0000 0.0000
0.0000 0.0000
- 0.0000
0.0000 -
0.0000 0.0000
0.0117 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.00U0
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0157 0.0000
0.C0U0 0.0000
0.0060 0.0000
0.0000 0.0000
0.00U0 0.0000
0.0313 0.0000
U.CUL0 0.0000

0.0000.

0.0000
0.0000

"0.0000

0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000

0.0C00"

0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.00U0
0.0000
0.0000
0.0000
0.0000
©.0000
0.0000
0.00L0
0.0000
0.0000

0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0060
0.0000
0.0012
0.0012
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0.0000
0,0013
0.0000

-0.0000

0.0012
0.0000
0.0000
0.0000
0.0000
0.0000
0,06000
0.5000
0.6000
0.0060
0.00C0
0.0000
0.0000
0.0515
0.0000
0.00C0
0.00C0
0.00G0
0.UGU0
G.0LG8
U.0000

0.0000 0,0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0008 0.0001
0.0008 6.0001
0.0000 0.0000
0.0000 0.0000
0.0000 Q.0000
0.0000 0.0000
0.0000 0.00Q0
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0000 0.0000
0.0025 0.0001
0.0C00 0.0000
0.000C 0.0000
0.0008 0.0C01
0.0C00 0.0000
0.0000 0.0000
0.006C 0.0000
0.000G "0.0002
- 0.0000
0.006G -
0.0060 0.C000
0.000C 0.0000
0.0CCG 0.0000
0.C0CO 0.0000
0.006C 0.0000
0.0GCG 0.0060
0.00C0 0.0000
0.0125 0.0007
0.0GCO 0.0000
0.C0CC 0.0000
0.0CCS 0.0000
6.0CCC 0,0000
0.UCO 00000
U.LU7S 0,0046
0.0CCS 0.0000
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cUY

36 37 38

Lo

N 32 33 3 35 - 39 u1 b2 b3 Ly Ls
1. Meat Products 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 L.00GO" G.,0V00 0.0000 0.0000 0.0000 0.0000 0.C000 0.0000
2. Dairy Products : 0.00L0 0.0000 0.0C00 0.0000 0.0000 0.0000 0.0000 U.ULLL 0.00U0 0.0000 0.0000 0.0000 0,0000 0.C000 OQ.0000
3. Bakery Products 0.0000 0U.0000 U,0000 0.0000 0.000L0 U.V000 ' 0.00V0 0,00CG L.L00U 0.0000 00,0000 0U.CO0U 0.0000 0.CO00 0.0000
: &. Sugar and Sugar Confectionery Products 0,0000 0.0000 0.0000 0.0000 0.0000 ©.0000 ‘Q.UUUU 0.0U00 0.UVLU U.LVOO 0.0000 0.0000 0.00C0 0.0GOO 0.0000
5. Miscellaneous Food Products 0.0000 0.0LU0 0.00V0 U.0000 0.0000 0.0000 0.000U U.UOLG 0.0000 0.0000 0.0000 0.0000 0.000G 0.0000 0.0000
6. alcoholic Drinks 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.00W0 U.UULU 0.0000 0.CO00 0.0000 0.UC00 U.UOVD 0.00G0 0.0000
7. Soft Lrinks 0.0000 0.06U0 0.C000 0.0000 0.0000 0.0000 0.0000 G.00LU 0.0000 0.0000 0.0000 0.0000 0.0000 0.UCCO 0.0000
8. Tobacco 0.0000 00,0000 0.0CU0 0.0UOO‘O;OOOO 0.0000 0.0000 0,0000 0.0000 0.0C00 0.0000 0.0000 0.L000 0,0GC0 0.00C0
9. Clothing and Made-up Textiles ¢ ¢.0000 0.0000 0.00G0 0.0000 0.0000 0.0000 0.0000 0,00CG0 0.000C 0.0000 0.0000 6.0000 0.000CG 0.CCU0 0.0000
10. Leather Footwear 0.0000 0.00U00 0.C000 0.000U 0.0000 0.0000 0.00C4 0,0006. 0.0000 0.0000 0.0000 0.00C60 0.0060 0.060§ 0.0000
11. wood Products 0.0000 0.0000 0.U000 0.0000 0.0000 0Q.0000 0.0004 0.U0L0 0.0000 0.0000 Q.OOOO 0.0000 0.0C00 0.0538 0.00060
12. Furniture 0.0000 0,0060 0.00C0 0.0000 0.00C0 0.0000 00,0000 0.UUGOG 6.0V00C U.0000 0.0000 0.0000 0.0000 0.0000 0.0C00
13. Printing and Publishing ) 0.0000 0.QOUC 0.G000 0.0UV0. 0.00U0 0.0000 0.0000 0.0C60 0.0000 0.0000 0.0000 0.0080 0.0000 ©.0G00 0.0000
14. Drugs and Medicines '0.0000 0.0000 0.0000 0.0000 0.0000 -0.U000 0,000 0.6000 0.0000 0.0000 0.0000-0.0000 0.0000 0.0000 0.0000
15. Soap and Soap Products i 0.0000 0.0000 0.0000 0.00CC 0.00U0 0.0000 t0.0000 U,0UCO G.UOLU 0.0000 0.0000 0.0000 0.0000 0.0CCO 0.0000
16, Perfumes and Comestics 0.0000 0.0U00 0.0000 0.0000 0,0000 0.0000 i0.0007 0.GULO ©.00U0 ©.0000 0.0000 0.0000 0.00U0 0.0000 O,0000
17. Matches 0.0000 0,00L0 0.CC00 0.0bpo 00000 0.0000 10,000V 0.0000 0.00U0 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
18. Radio and Television 0.0000 0.0000 0.0000 0,0000 0.0000 0.00LV 'U.UVUY U.0LLL 0,0000 0.0000 0.0000 0.0000 0.0000 0.00CO 0.00CO
19. Cameras and Projects 0.0000 0.0V00 0.0000 0.0000 0.0000 0.00C0 0,0000 0.00CO 0.0000 0.0000 0;0000 0,0000 0.0000 C.CO00 0.0000
20. Clocks and Watches 0.0000 0.0000 0.0000 0O,0000 0.0000 0.0000 '0.0000 U.0000 0.00U00 0.0000 0.0000 0.0000 0.0000 0.C0CO 0.0000
21, Textiles 0.0000 0.0060 0.CL0L 0.0000 0.00L0 0.0000 10,0008 U.COGO G.UOUD 0.0000 0.0000 0.0000 0.C00C 0.0005 0.0000
22. Cordage rope and twine 0.0000 0,000 0.0000 0.0000- 0.0000 0.C000 *0,0U00 V.06G0U (.L000 0.0000 0.0000 0.6000 d.oooo 0.0C00 0,0000
23. Tanneries and Leather Froducts 0.0000 0.0000 0.CUCO 0.LOCO 0.0000 U.000V 10,U0U0 0.0CHO U.00V0 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
2}y, Paper and Paper Products 0.0000 0.00U0 0.LE67 0.0000 0.0000 0,Q0U0L)0.000L ©.00U0 U.GO00 0.0000 0.0000 0.0000 0.0000 0.0CGO 0.0000
25, Basic industrial Chemicals 0.0000 0.0000 0.CCU0 0.0000 0,0000 0.0600 -0.0U00 0.0600 0.0032- 0.0000 0.0000 0.C0CO 0,0000 0.GCCO 0.0000
26. Fertilizers 0.0000 0,0000 0.CGO0 0.COUD 0.0000 6.0000 0.0000 0.00GO 0.C0UD 0.0000 0.0000 0.0000 0.000C 0.0GCO 0.0000
27. Paints, Varnishes and Lzcguers 0.0000 0.CUUO 0.CCO0 0.CO00 0.0000 0.0000 -0.0CV0 0.0LOG -U. 0000 0.0000 0.0C00 0.0000 0.00GC 0.0GCO 0,00C0 .
28. Petroleum and Cozl Procucts 0.0000 0.C000 0.C585 0.00U0 0,0000 U.0000 0.0V32 Y.0002 ¢.0052 0.0000 0.0000 0.0000 0.00C0 0.0CL6 0.0000
29. Tyres and Tubes 0.0000 0.0000 0.LLUL V.CLV0 0.0VOV 0,00C0 *0.00V0 0.00UC 0.LLVLO 0.0000 0.0000 0.00C0 0.CCLO 0.0CCO 0.0000
30. Rubber Frocessing 0.018l 0.0000 0.CUCO 0.0C00 0.00C0 0.00U0 0,000 0.0000 U.L000 0.00U0 0.0000 0.0000 0.0GCU 0.00G0 0.00CC
31. Plastic Products - 0.0000 0,CCU0 0.CULU 0.00GU 0.0000 <0.0000 0.0000 o.oqoo o.opoQAo.oooo'o.oooo‘o.ooco 0.0CC0 0,0000
32. Refrigeration and iousshold kguipment 0,0000 -  .0.CG00 0.C0V0 0.00U0 0.0CUVV '0.00U0 u.oouoio.qooo 0.UG00 0.0000 0:0000 0.06CC 0.06CO 0,00C0
33. Bricks ang Tiles 0.0000 0.0000 - 0.0000 0.00G0 0.C000 "0,0LV0 0.0LLL 0.U000 0.0000 0.0000 0.0000 0.00CO 0.0CCO 0.C0CO
34. Cement and Concrete Products 0.0000 0.3696 U.LLOO - 0.00L0 0.0000 U.000U U.ULLG 0.0000 U.0000 -0.0000 0.0000 0.GO00 0.0CC0 0.0000
35. Glass Products 0.0000 0.00G0 0.CCU0 0.0000 - 0.0000 0.0000 0.0006 U.0U0U G.0000 0.0000 0.0000 0.0C0C0 0.0CCO 0.0CC0
36. iron and otel Products 0.0000 0.0000 0.LC00 0,0000 0.06L0 - 0.00LU0 0.0U0C 0.0006 0.000C 0.0000 0.0000 0.000G 0.CCCC 0.00C0
37. Non-ferrous metals 0.0000 0.0U00 0.LLL0 0.00L0. 0.0060 0.00C0 - 0.0000 0.0U21 0.0000 -0.C000 0.0000 0.00L00 0.00CO 0.0000
38. Miscellaneous lietal Products 0.0037 0.,0033 0,L72 0.0000 ©.00C0 0.0000 0,008 =~. -C:0000 0.0000 0.0000 0.00C0 0,0029 0.0C21 0.00CO
39 Hetal wires 0.00U0 0.0UL0 0.LLL0 0.0CUL U, 00L0 0.0UU0 0.00VY 0.0UG0 - 0.0000 0.0000 0.00GO 0.00¢CO 0.CCLO 0.0000
L0, Gffice Mechninery 0.0000 0.00060 0.LELU 0.00U0 0.00L0. U.00U0 U.LUL0O 0.0600 0.0L00 . T 0.0000 0.C000 0.UCCO G.0GCU 0, 0000
L1. Non-imlecirical macainery 0.0000 0.CLL0 G.LLLU U.CLLLU 0.0U00 0.00L0L -0.000U U.O0LU 0.0000 0.0000 - - 0.00600 0.0000 C.GCLO 0.0000
2. clectrical cqguipnent 0.00L0 U.LLLU U.LLL0 U.LU0U 0.0000 0.0000 0.0ULY 0.00L0 G.00UU 0.0000 0.0000 - 0.000L 0,00C0 0.000L0
L3. boat pbuilding anu Aegeiring 0.0000 -U.LLLU 0.0000 0. U0LU G.00L0 0.00C0. U,0UGU U.LULG. U.LLUU 0.0000 0.0000 0.0UC0 © = 0.0UL0 0.0000
L. Motor Vehicle assembly 0.0UU0 ULOU17 U.LC1T3 0.CU0U U.0U00 0.0LU0 0.0032 01001L U.COLU U.UUOO-O.QOOO 0.C000 0.0060 - 0.000%
L5. picycle zna Cycle muscaily 0.U0WU U.ULLU U.Llivb Uauut 0.000U 0. 0008 0.0000 UL 0UL0 U.wuul Q. 000 0.0600 0.00600 G.00LL 0.UCCO -
SOURCE:  Carter, t. 4., «0 inbui-tutout anialysic of the [ 3 eriun sconowmy 1956-19c0, 2nd. frinting, 1966G.
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APPENDIX III o
'SHARES OF NIGERTA'S EXPCRTS OF MAJOR PRODUCTS IN

WORLD EXPORTS: 1970, 1978, 1985

(PERCENTAGE)
Major Commodities 1970 1978 1985
Palm Kernels and 0il | . 51,49 | 25,35 | 10430
Groundnuts and Oil o 26.88 | - -
Cocoa 16460 15636 9500
Cotton » . .- 0430 . -
Rubber o 1620 0.65 *
Crude Petroleum 3087 797 4475
Average. Export Share , 1647 1243 840

T4

Sources:- (i) United Nations Commodity Trade Statistics
(Various Issues)

(ii) United Nations ,Yearbook . of International
Trade Statistics (Various issues)

(iii) United Nétions,World“Energy Supplies
(Various 1ssues)e

(iv) International Monetary Fund, International
FPinancial Statistics,
(Various i1ssues)e.

Note:~ *Indicates "Negligible" (less than 0.3 percent)
- Indicates "No Exports"
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APPENDIX IV

(a) Value of ngerlaus Exports

Yeérs 5 'H(millién) USS'(billién)
1970 8870 " 14240

- 1978 6,308.5 194960

1985 | 1172008 © | qousue

Sourées:- (i) Federal,Office;of,Statistics,-Réview
of External Trade, 1979, 1982,

(ii) International Monetary Fund Internatlonal
Financial Statlstlc§i 1989.. .

(b) Value of Nigeria'é imports

Years N(million) Usg (billion)
1970 . 95644 14059

1978 8140,8 12.821

1985 553649 84877
Sources:= (i) Federal Office of Statistics,

Review of External Trade, 1979, 1882,

198" o

(ii) InternatlonallﬂonetaryTFund-

International Financial Statlstlcs, 1989
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APPENDIX V 3 { A
RATES OF INDIRECT TAXES (EXCISE DU”IES) 1970
(PERCENTAGES)
COMMODITIES 4970 - 1978
Meat Products 5 - 5
Dairy Products 10 - -
Bakery Products 10 10 5
| Sugar and Sugar Confectionery
Products 5 10 5
Miscellaneous Food Products - 10 5
Alcoholic Drinks 30 30 30
Soft Drinks 10 10 5
- Tobacco 30 20 50
Ieather Footwear - 5 -5
Fuarniture . 15 10 10
Drugs and Medicine 5 - -
Soap and Soap Proéucts 10 5 5
Perfumes and Cosmetics 10 25 20
Matches 5 5 5
Radio and Television 10. 5 10
Textitles . B 5 10 5
Tanneries and ILeather Products 10 5 5
Paper and Paper Products - - 5
Paints, Varnishes and Lacquers 15 5 5
Petroleum and Coal Products 15 10 5
‘Tyres and Tubes 10 5 5
Plasticware (Plastic Products) 5 10 e
Bricks and Tiles - 5 (-
Cement and Concrete Products 5 - -
Refrigeration and Honsehold
Equipment 5 10 5
Glass Products - 10 -
Iron and Steel Products - 5 5
Non-ferrous Metal - - 5
Miscellaneous Metal Products - 10 5
Metal wires 5 5 -
Electrical Equipment - - 5
Motor Vehicle Assemply - - 5
Bicycle and Cycle Assembly - - 5

SOURCE s = Federal Government of vaerla, ‘Federal Official
I (Varlous 1ssues)

Gazette o

_Supplement,




	these anglais (2)
	T_UNIAMIKOGBO_Samuel_Ogbomeda
	TABLE OF CONTENTS
	ABSTRACT
	CHAPTER ONE: INTRODUCTION
	1.1 The central 'lissue of the StUdy
	1.2: Objectives of the study
	1.3: Hypotheses
	1.4: Choice of Industries and Period of Analysis

	CHAPTER TWO : LITERATURE REVlEW
	2.1: lntroduçtion
	2.2: the literature review on effective protection
	2.3 : Literature Review on Domestic 'Resource Cost

	CHAPTER THREE : THEORËTICAL AND METHODOLOGiCAL ASPECTS OF EFFETlVE PROTECTlON AND DOMESTIC RESOURCE. COST
	3.1: Introduction
	3.2: Definition, of Concepts·
	3.3: Effective Protéction
	3.4: Domestic Resource Cost
	3.5: Domestic Resource Cost and. Effective Rate of Protection - A Camparative note
	3.6: The Formulation of Models
	3.8 : Sources of Data

	CHAPTER : FOUR THE STRUCTURE, GROWTH AND PERFORMANCE OF THE NIGERIAN MANUFACTURING INDUSTRIES
	4.1 : INTRODUCTION
	4.2 : NIGERIAN'S INDUSTRIAL POLICY
	4.3: growth and Structural Change in Nigeria's Manufacturing îndustries
	4.4:Trade in Manufactures
	4.5: Spatial Structure of Manufacturing
	4.6: lnvestment and Ownership Structure

	CHAPTER FlVE
	5.1: Introduction
	5.2: The Structure of Domestic Resource Cost in the Niger ian Manufacturing Industries
	5.3: The Structure ef Effective Protection in the Nigerian Manufacturing Industries

	CHAPTER SIX: THE EFFECTIVENESS OF THE TARIFF STRUCTURE
	6.1: Introduction
	6.2: Estimation Procedure
	6.3: Empirical Results

	CHAPTER SEVEN SUMMARY CONCLUSION AND RECOMMENDATlONS
	7.1: Summary of Work
	7.2: Stimmary of Findings
	Conclusions and Recommendations

	BlBLlOGRAPHY




