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A bstract
Globalization has both cost and benefits, but experience have shown that the costs of
globalization for Nigeria seem to have outweighed its benefits. Therefore, this study sets out to
assess the impact of a globalised world as regards Nigeria's trade and industrial policy on the
country 's level of economic growth. The study utilized secondary data from the annual reports
and accounts of the Central Bank of Nigeria (CBN) from 1970-2012. The data obtained were
analyzed using the Ordinary Least Square (OLS) and the Error Correction Mechanism . The
findings of the study show that "free-trade " which came as a result of globalization has not had a
positive impact on the Nigerian economy and hence concludes that globalization has don e more
harm than good to Nigeria. Thus, the study recommends that Nigeria should put in place an
industrial policy which should create enabling business environment within the country by
providing incentives to manufacturers, ensuring regular and uninterrupted power supply as well
as promoting agriculture.
Keywords: Globalization, Economic Growth, Trade and Industrial Policy.
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1. Introduction
Globalization, which brought along with it the concept of "free-trade" , has greatly affected
Africa 's economic growth in the recent past. Nigeria, which is the most populous nation on the
African continent, is highly endowed with a lot of human and natural resources, which if
adequately harnessed, can turn around not only its economy but the entire economy of Africa.
Regrettably, this has not been possible because Nigeria has allowed herself to be used as a
dumping ground for all sorts of imported goods from the foreign industrial countries and the
Asian Tigers. Consequently, this has had an unpleasant impact on capacity utilization of various
sub-sectors of the Ni gerian manufacturing sector, the creation of employment opportunities, the
level of poverty in the country, the rate of social vices in the society and the outflow of the
country's foreign exchange at the detriment of the country in patticular and Africa, at large.
It has been found out that the impact of globalization on Ni geria and its contributions to the

country' s economy, creation of job opportunities and the level of economic growth through the
infusion of foreign capital and advanced technology is inevitable (A ina, 1996; Abubakar, 200 I;
Jubril , 2001; NCEMA, 2002; Aluko, Aki nola and Fatokun, 2004; Sagagi, 2004). These studies
have clearly uncovered the consequences of globalization and free-trade on Nigeria, in particul ar,
and the entire Africa, at large. Globalization is seen to have restricted Africa to merely a producer
of raw materials and consumer of manufactured goods (Dembele, 1998), thereby eliminating its
role in defining its priorities of national growth (Aiuko, Akinola and Fatokun, 2004). However, it
is a thing of concern that even the crude oil which Nigeria produces, is refined abroad and
imported back to the country to meet-up local consumption, because the country ' s refineries have
over the years been operating be low capacity uti li zation.
The economic crises in Nigeria are so obvious that made Academic Staff Union of
Universities (ASUU) in 2002 to believe that the country 's economy has been taken over by the
forces of globalization. Even though, Nigeria has all the requi site resources, both human and
natural , to turn round its economy and by extension the entire economy of Africa, its overreliance on the 'global-economic-order' has turned it into a good source of development for both
the developed economies of Europe and Americas and the emerging economic powerhouses of
Asia at the expense of itself and the continent of Africa (Ajayi , 1990). The situation becomes
more aggravated due to Nigerians ' preferences for foreign goods (Aiuko, Akinola and Fatokun,
2004).
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Therefore, this study is carried out so that Nigerian Government can take all necessary
measures to harness maximum gains from trade via implementing meaningful industrial policies.
Since the 2 I 51 century is essentially a millennium of information technology and knowledge
management, the present socio-economic conditions of Nigeria suggest that the country has a
long way to go in the global competition for economic growth and development. Nigerian
economy is not only dependent on rent from oil but also overenthusiastic in terms of importation
of both industrial and consumer goods and refined petroleum products. With deteriorating
infrastructures in the health, education, transpo1iation, water supply, electricity and the problem
of ' brain drain ', Nigeria's future seems to be bleak in the global village (Abubakar, 2001). Thus,
the gap this study wants to fill is to examine how Nigeria can restructure her trade and industrial
policy to enhance her development in line with globalization. Thus, this study is out to answer the
this question; how has non-oil trade impacted the growth of the Nigerian economy?
Therefore, the objective of this paper is to review empirically Nigeria's balance of non-oil
trade on the growth rate of real Gross Domestic Product from 1970-2012 in view of globalization.
This helps to assess the benefits of international trade in order to see if Nigeria has experienced a
noticeable growth from her industrial policy. The hypothesis formulated in this study stated in its
null form is; H0 : there is no significant impact of non-oi I trade on economic growth of Nigeria.
The paper is organized into five sections. Section one, which is this section is the introduction .
Section two reviews re lated literature on the subject matter of the study; section three discusses
the methodology issues of the paper, while section four presents and discusses the data generated
for the study . Finally, in section five, the summary, conclusion and recommendations of the paper
are presented.

2. Literature Review
2. 1 The Concept of Globaliza tion

Globalization refers to the process of the intensification of economic, political , social and
cultural relations across international boundaries, which is principally aimed at "making global
being present worldwide at the world stage or global arena". It deals with the breakdown of trade
barriers and increase integration of World market (Fafowora, 1998). Similarly, globalization as
explained by Ohuabunwa (1999), is an evolution which is systematically restructuring interactive
phases among nations by breaking down barriers in the areas of culture, commerce,
communication and several other fields of endeavour. This is evident from its push of free-market
economics,

liberal

democracy, good

governance,

gender equality and

environmental
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sustainability among the people of the member states. In other words, globalization is the
broadening and deepening linkages of national economies into a worldwide market for goods and
services, especially capital. It seeks to remove all national barriers to the free movement of
international capital and this process is accelerated and facilitated by the transformation in
information technology (Ogunrinola and Osabuohien, 20 I 0). It is principally aimed at the
universal homogenization of ideas, cultures, values and even li fe styles (Ohiorhenuan, 1998). On
his part, Gordimer ( 1998) argues that it is principally concerned with the expansion of trade over
the oceans and airspace, beyond traditional alliances which were restricted by old political
spheres of influence . Thus, it presupposes the "making or remaking" of the world (Diagne and
Ossebi. 1996) by creating "a basic change in the way in which major actors think and operate
across the globe" (Biersterker, 1998).
There have been a considerable number of studies on globa li zation where scholars used
various aspects of the global economy as units of analysis (De-Vet, 1993; Kahler, 1993; Tussie,
1994; Cerry, 1994; Krugman and Venables 1995; Tebi n and Estabrooks, 1995; Biersteker, 1998;
Woods, 1988; Ohuabunwa, 1999; Colle, 2000; Otokhine, 2000). Although globali zation as
Ohiorhenuan ( 1998), Mow lana ( 1998), Oyej ide (1998), Grieco and Holmes ( 1999) respectivel y
co ntend is a powerful force for the improved material we ll-being of humankind, that would aid
developing countries to "create better economic enviro nments"; improve their access to
technology; speed development and enhance global harmony", its consequences on the political,
economic, social and cultural nerves of the weaker member states are enormous. According to
Akindele, Gidado and Olaopo (2002), "globali zation is nothing but a new order of
marginalization of the African continent". Its universalization of communication, mass
prod uction, market exchanges and redistribution, rather than engendering new ideas and
developmental orientation in Africa, subverts its autonomy and powers of self-determination.
"The result of globalization in Africa is basically a competition between the developed world and
the slums (Africa) of the vi llage where it believed that the majority of the people may daily sink
deeper into poverty and misery" (Ak indele, Gidado and Olaopo, 2002).
2.2 The Concept of Industria l Policy

Industrial Policy can be defined as a systematic government involvement, through
specifically des igned policies in industrial affairs, aris ing from the inadequacy of macroeconomic
policies in regu lati ng the growth of industry. Instruments of industrial po li cy include subsidies,
tax incentives, export promotion, government procurement, and import restrictions (Obadina,
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1998; · Madungu 1999).

However, other policies such as direct government investment or

nationalization of foreign investment and macroeconomic policies such as exchange rate,
monetary policy, trade policies, may form part of a country ' s industrial policy. The main thrust of
trade policy is therefore the enhancement of competitiveness of domestic industries, with a view
to, inter alia, stimulating local value-added and promoting a diversified export base. Trade policy
also seeks to create an environment that is conducive to increased capital inflows, transfers and
adoption of appropriate technologies (Omoke, 2006).
In the African continent, there has been a poor performance of African manufacturing
industry as documented in the business literature (Lall and Wangwe, 1998). The structure of
manufacturing is backward and dominated by processing of natural resources and by simple
consumer goods industries. Import liberalization (with competition largely from other developing
countries) is devastating the exposed industries and there is little sign of resources flowing into
new, export-oriented manufacturing activities. Technological efficiency and dynamism remain
low (Wacziarg and Welch, 2008). Governments have intervened to promote industry but results
were not encouraging (Soludo, 1997, 1998; Lall and Teubal , 1998). From this discourse it is
obvious that the way forward is a clearly industrial policy but in a new form . A range of support
institutions must be built or improved. In addition, governments must support activities like
training and techno logical effort by enterprises.
However, there is a growing recognit ion that politics matters a lot in policy choices, and it is
difficult to understand the process by wh ich trade and industrial policies are made without
characterizing the political terrain (Allison, 1971; Kinder and Weiss 1978; March 1978; Brunner
and Meltzer, 1983; Grindle and Thomas, 1991; Bates and Devarajan, 2000). These studies have
some shortcomings wh ich include; the use of inappropriate methodology, some of them are
studies carried out in advanced countries and yet some others only focused on the negative or
positives aspects of globalization. But this study is out to carry out a holistic assessment of the
impact of trade and industrial policy in Nigeria's growth in the face of globalization.
2.3 Ni geria's Trade and Indu strial Policy

An assessment of Nigeria's trade pol icy since the 1960s shows that the trade pol icy has
witnessed extreme policy swi ngs from high protectionism in the first few decades after
independence to its current more liberal stance (Adenikinju, 2005). Tariffs have at various times
been used to raise fiscal revenue, limit imports to safeguard foreign exchange or even protect the
domestic industries from competition . In addition, various forms of non-tariff barriers such as
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quotas, prohibitions and licensing schemes have on various occasions been extensively used to
limit imports of particular items. Efforts were made to use trade policy to promote manufactured
exports and enhance the linkages in the domestic economy, to increase and stabilize export
revenue, and scale down the country's reliance on the oil sector (Olaniyi, 2005). Trade policies
were accordingly directed at discouraging dumping; supporting import substitution; stemming
adverse movements in the balance of payments; conserving foreign exchange; and generating
government revenue. However, Nigeria's trade policy trend from 1960 to 2012 is as follows:
2.3.1 lrade Policy Trends from 1960- 1979

During the first decade of independence, Nigeria pursued an impoti substitution
industrialization strategy. This involved the use of trade policy to provide effective protection to
local manufacturing industries, through such measures as quantitative restrictions and high import
duties. Many items were accordingly placed on impoti prohibition . Machinery and spare parts
imports were restricted and exchange controls on the repatriation of dividends and profits were
enforced . Restrictions were also applied on capital goods, spare patis and non-essential impotis.
Although the import substitution industrialization strategy continued even after the Nigerian civil
war in 1970, trade policy between 1970 and 1976 assumed a less restrictive stance, apparentl y
because of demands necessitated by the post-war reconstruction. Thus, only items that were
regarded as non-essential consumer goods were restricted, while tariff rates on raw materials were
reduced and quantitative restrictions on spare parts, agricultural equipment and machinery were
re laxed. Similarly, exchange controls and profit repatriation were also relaxed. The 1960s and
early 1970s also saw the application of export duties ranging from 5 to 60 percent on agricultural
exports such as cocoa, rubber, cotton, palm oil, palm kernel and ground nuts. In 1973 however,
these duties were eventually abolished, as a result of the oil boom and the need to promote
agricultural expotis as pati of the expoti diversification strategy. However, this spwi of
liberalization ended in 1977, when a wide range of imported finished goods requiring licenses
came to be placed on very high duties or were banned outright. This renewed restrictive trade
policy culminated in the banning of 82 items in 1979; while a futiher 25 items were placed on
impoti license (Briggs, 2007).
2.3.2 Trade Po licy T rends from 1980 - 1998

In the early 1980s (before the introduction of SAP), there was a policy shift towards expotis
promotion and a move to intensify the use of local raw materials in industrial production .
However, the increase in the value of imports led to a worsening of the balance of payments
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(with, in addition, the backdrop of the collapse in world oil prices), which forced the government
to promulgate the Economic Stabilization (Temporary Provisions) Act in April 1982. Under this
Act, tariffs on 49 items were raised, while a prohibition was imposed on betting machines and
frozen poultry . Further, 29 commodities were removed from the general impoti license regime
and placed under specific license, while the use of pre-shipment inspection became widespread.
During 1983 - 1985, 152 items were brought under specific impoti license, and foreign exchange
regulations became more stringent. The central objective of trade policy was to provide protection
for domestic industries and reduce dependence on imports; a corollary to that objective was a
desire to reduce the level of unemployment and generate more revenues from the non-oil sector.
Accordingly, tariffs on raw materials and intermediate capital goods were scaled down (Briggs,
2007).
2.3.3 The Structu ra l Adju stm ent E ra (1986- 1998)

From 1986, there was a significant shift m trade policy direction towards greater
liberalization. This shift in policy is directly attributable to the adoption of the Structural
Adjustment Programme (SAP). The Customs, Excise, Tariffs (Consolidation) Decree, enacted in
1988, was based on a new Customs goods classification, the Harmonized System of Customs
Goods Classification Code (HS). It provided a seven-year ( 1988 -1994) tariff regime, with the
objective of achieving transparency and predictability of tariff rates. A new seven-year (1995 2001) tariff regime, established by Decree No.4 of 1995 succeeded the previous (1988 - 1994)
regime. The tariff structure over the period 1988 - 200 I increased import duties on raw material s,
and on intermediate and capital goods, while tariffs on consumer goods were slightly reduced.
This was aimed at reducing distortions in resource allocation and combating smuggling.
2.3.4 Tra de Policy from 1999- 20 12

As pointed out above, Nigeria's trade policy at present has been geared to enhancing
competitiveness of domestic industries, with a view to, inter alia, encouraging local value-added
and promoting as well as diversifying expotis. The mechanism adopted to this end is gradual
liberalization of the trade regime. Thus, the government intends to liberalize the trade regime in a
manner, which will ensure that the resultant domestic costs of adjustment do not outweigh the
benefits. Current reform packages are therefore designed to allow a certain level of protection of
domestic industries and enterprise (Omoke, 2006). This has translated into tariff escalation, with
high effective rates in several sectors and lower import duties on raw materials and intermediate
goods unavailable locally. This policy perspective has also led to the application of relatively
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hi gh import duti es on fini shed goods which compete with local production (Briggs, 2007). The
main thrust of Nigeria's trade policy is the integration of the economy into the global market
system. This entails progressive liberalization to enhance competitiveness of domestic industries;
effective membership in trade negotiations to harness the benefits of the multilateral trading
agreements; promotion of transfer, acquisition and adoption of appropriate technologies; and
support for regional integration and co-operation. Within the broad framework of macroeco nomic
policy, trade policy fo rmulation cuts across a broad spectrum of stakeholders. Following th e
reinstatement of democratic rule in Nigeria in 1999, Nigeria's economic policy-making processes,
including trade policy, are now formalized through the instituti onal law-making process (Briggs,
2007).

3. Methodology
3.1 Theoretica l Framework

The methodological approach used in thi s study follows from the works of Lall (2002),
Orbeta (2002), Spieza (2004), Patterson and Okafor (2006), and Olayin ka (2006). The theoretical
co nstruct of th e model is rooted in the Hecksher-Ohlin-Samuelson-Stolper (HOSS) framework
which di scusses the sectoral and factoral effects of increased cross-border trade on the structure
of empl oyment and output of a country. According to the theory, greater interconnectedness
among co untries is expected to expand the sector that speciali ses in the production of goods using
intensive ly that factor that is abundant in the country and contract the sector that produces
commodities using the relat ively scarce factor. Similarly, the factor effect argues that increased
trade flow would increase the use of rel ativel y abundant factor to the detriment of the relatively
scarce factor. Thus, according to the HOSS model , a country that is rich in capital is expected to
ex port capital-intensive commodities while those rich in labour, on the other hand, wou ld export
labour intensive commodities. Various model s have been formulated and estimated to examine
the thesis of th e HOSS model. For instance Spieza (2004) posits a positive relationship between
employment level and investment which is decomposed into Foreign Direct Investment (F DI) and
Domestic Investment (Dl ). Furthermore, the effect of FDI on employment is fu tiher assumed to
be dependent on the factor intensity of FDI relati ve to the DI. Thus, if FDl is more labour
intensive than the DI , the employment impact is expected to be positive and vice versa. Spieza 's
models are of the form :

L = .f(E, D, M) -------------------------------------------------------------------------- ( 1)
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L = j ( F DI , Dl) -------------------------------------------------------------------------- (2)

where L is the level of employment; E is the rate of export; D is the output of non-traded goods;
M is the level of imports; FDI is Foreign Direct investment. Specifically, his equations (3) and (4)
below were formulated from (I) and (2) respectively for the purpose of estimation:

M,W, = a + M , _ a 11M, + f3 W,
L

y

fJ,
I

fJM

I

y

/) y

I

I

M, I
FDI,,
DI,,
--=a +a - - - a - -·L
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/) GDP
I

---------------------------------------------------------(3)

/)

q

I

lj

----------------------------------------------------------------(4)

In equation (3) the term on the LHS is the labour intensity and on the RHS , we have the export,
import and non-traded goods production multiplied by their labour intensities rates respectively;
while for equation (4), we have employment change on the LHS and on the RHS we have Foreign
Direct Investment and Domestic Investment as the share of Gross Domestic Product (GOP),
multiplied by factors that indicate the contribution to the capital accumulation (output-capital
ratio) and to the labour-intensity (labour-output-ratio). Spieza (2004) used a set of panel data for a
sample of 41 (forty-one) countries over different periods within the mid-1980s to mid-1990s; hi s
result showed no significant employment impact of Foreign Direct Investment. However, when
the sample is disaggregated by income levels, the estimated regression showed a positive and
significant employment impact for middle and high income countries; with the low income
countries not showing any impact of Foreign Direct Investment on employment.
3.2 Model Specification

Since in this study, we are not considering employment, the model was modified. However, it
is worthy of note to say that Nigeria is a labour-abundant country. Thus, the model for this study
is formulated thus:

RG D P =

f (M SZ, 0 P N, EX R, IN F R) ------------------------------------------------------------( 5)

where; RGDP =Growth rate of Real Gross Domestic Product (proxy for growth), MSZ= Size of
the Market, OPN= Degree of Openness (proxy for trade and globalization), EXR= Exchange Rate
(proxy for macro-economic stability), INFR= Availability of Infrastructure (proxied by the
number of telephone use rs per I 00 people) and f = functional relationship. These variables were
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selected because of the fact that they are the most appropriate proxies for the concepts of thi s
study. Expressing equation (5) in a non-linear form, we have:
RG D P

= AM szB 1 0 P Nfl 2 EX Rfl 3 JN F Rfl 4 ______________________________________________________ (G)

where; A is the total factor productivity- a measure of productivity and all other variables remain
as previously defined.
Equation (6) cannot be estimated directly using the OLS technique of estimation since it is non1inear.

Therefore, it would be necessary to transform it into Iin ear form that allows the use of the

OLS technique. In doing this, the log-transformation rule is applied on the equation in order to
satisfy the classical assumptions of the Ordinary Least Squares (OLS) which are best, unbiased,
consistent and minimum variance estimators. This gives us equation (7):
LnRGDP = [3 0

+ /3 1 LnMSZ + /3 2 LnOPN /3 3 LnEXR + [J4 LnlNFR + z --------------- (7)

Where Ln = natural logarithm, £=random error, ~ 0 = intercept,
As regards the apriori expectations, ~ 1 • ~ 2 , ~ 3 ,

~4

~~> ~ 2 , ~ 3 , ~ 4

=slope co-efficients.

> 0.

4. Data Analysis and Discussion
In this section, data analysis and discussion of results for the study are made. The result of the
estimated model using the Ordinary Least Square (OLS) technique is presented in Table I.
Table I shows the result of the estimation using the OLS technique. From the result, it can be
said that the model is of a very good 'fit', this is evidenced by the values of the R squared (84
percent) and adjusted R squared (82 percent), i.e. about 82 percent of the total variation of the
dependent variable (RGDP) can be attributed to changes in the explanatory variables. From the
results, it is evident that all the variables except the infrastructure variable (rNFR) have a greater
than propot1ionate change on economic growth, however, on the basis of individual significance
only the exchange rate variable (EXR) was found to be statistically significant at I% level of
significance, the other variables were statistically insignificant and have no influence on the
dependent variable. The F-statistic with a value of 32.41774 shows that the model is statistically
significant at I percent level of significance. The OW statistic which is a measure of
autocorrelation has a value of 2.280857 shows that the model is free from positive or negative
autocorrelation.
However, the results above cannot be said to be valid and cannot be confidently relied upon
for making judgment on the need to restructure Nigeria's trade and industrial policy for Nigeria '

775
www.globalbizresearch. com

Journal of Emerging Issues in Economics, Finance and Banking (JEIEFB)
An Online International Monthly Journal (ISSN: 2306-367X)
Volume:2 No.3 September 2013

economic growth, the reason is due to the fact that a stationarity test was not carried out on the
variables. Since most economic time series data are non-stationary, a unit root test has to be
carried out on the variables in order to find out if the time series are cointegrated. Running a
regression with non stationary time series is likely to give a spurious result where statistical
inference on the basis of the classical regression model will be invalid.
TABLE 1: O t·dinary Least Sq uare (Ois) Results

Dependent Variable: Lrgdp
Coefficient
0.413281
-0. 119685

Standard error
0.076460
0.293286

t-statistics
5.405220
-0.408082

Pro b.
0.0000
0.6861

0.405902
0.782778
0.398611
c
R squared: 0.843822
Adj R sq uared: 0.817793
F- stat: 32.41774 (0.000000)
DW statistics: 2.280857

1.885871
0.536981
21.78131

0.215233
1.457738
0.0 18301

0.8310
0.1553
0.9855

Variable
LnEXR
LniNFR
LnMSZ
LnOPN

So urce: Authors ' Computations, 201 3.

The unit root test is carried out using the Augmented Dickey-F uller (ADF) statistics and the
results are show n in Table 2. From the result in Table 2, it can be seen that the variables are non
stationary thi s is indicated by the absolute value of the A OF test statistic which are less than the
absolute value of the critical values at 5 percent significance level. In order to make the variables
stationary, they are differenced once and the ADF test is applied once again.
TA BLE 2: Unit Root Test at Levels

ADF STATISTICS

VARIABLE

RGDP
Ln EXR
LniNFR
LnMSZ
LnOPN

..

Intercept

Trend and intercept

-0.965412
-1.358281
0.261831
0.309976
-1.637285

-2.2 16718
-3.711732
-1.834423
-1.431817
-2.268002

Cntlcal values at 5%: -2.9499(mtercept)
-3.5468(trend an d intercept)
Source: A uthors' Co mputati o ns, 2013 .
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Table 3 shows the results of the first difference stationarity test. From the table it can be seen that
all the variables are now stationary at the 5 percent level of significance, this is so because the
values of the ADF statistic are greater than the critical values in absolute terms. Based on this
result, we can now conclude that the variables are now stationary.
TABLE 3: First Di fference Sta tiona r ity Test

VARIABLE

ADF STATISTICS
Intercept

Trend and intercept

DR GOP

-7.600233

-7.484230

DLnEXR

-7.165405

-8.231516

DLniNFR

-3.942777

-3 .981262

DLnMSZ

-3.697386

-3.728538

DLnOPN

-4.905919

-4.811874

..
Cnt1cal

- -2.9527 (mtercept)
value at)%:

-3 .5514 (trend and intercept)
Source: Authors' Computations, 2013.

The over-parameterized error correction model of DRGDP was first estimated and the least
significant parameters were removed from the over-parameterized model so as to obtain the best
estimate for the model which is the parsimonious error correction model and this is shown in
Table 4. The results shown in Table 4 reveal that the error correction model is of a good 'fit'.
This is indicated by the values of the R-squared and Adj R-squared which have values of
approximately 0.82 and 0.71 respectively. Based on the Adj R-squared, the model explains about
71 percent of the changes in the dependent variable that can be attributed to changes in the
explanatory variables. The F-statistic which indicates the overall significance of the model has a
value of 7.817255 and is statistically significant at I percent. This is because its probability is less
than 0.0 1. This means that the explanatory variables simultaneously explain the variations in the
dependent variable. The Durbin-Watson (OW) statistic with a value of 2.047758 indicates that
the model is free from positive or negative autocorrelation. Based on these analysis and the
resu lts obtained, the estimates gotten from the error correction model can therefore be said to be
valid and can be relied upon.
It can be seen from the results that exchange rate (DLnEXR) had the expected sign except the

fourth lag and even though the current value was insignificant, the first, second and fourth lags
were significant at 1 percent. Also the result shows that there is a negative relationship between
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the market size ( DLnMSZ) and DRGDP which is contrary to expectati ons, the market size
variable was also found to be insignificant. Furthermore, the infrastructure variable (DLniNFR)
was found to be positively related to DRGDP; however the current level of infrastructure was
stati sti call y insignificant while its third lag was significant. Also from Table 4, it can be seen that
there exists a positive relationship between the current level of degree of openness (DLnOPN),
but its fourth lag showed a negative relationship, however both were stati sticall y significant.
The error correction factor EC(-1) which indicates the speed of adjustment from short run
equilibrium to the long run equilibrium state was negative and had a hi gh co-efficient of
approximately 0.8. Thi s indicates that the speed of adjustment is about 80 percent; the t-stati stic
shows that the error correction factor was significant and this indi cates the importance of all the
vari abl es used in the model.
TA BLE 4: Pars im onious Error Correction Model of Rgd p
DEPEND ENT VARI ABLE: DRGDP

VARIABLE

COEFFICIENT

STD. ERROR

T-STAT

PROB

DLri EX R(-1 )

0.210256

0.069586

3.021543

0.0070

DL EX R(-2)
DLnEXR(-4)
DLnMSZ
DLniNFR
DLniNFR(-3)
DLnOPN
DLnOPN(-4)
EC(-1)

0.217757
-2.289444
-3.538353
0.358539
1.507893
1.926685
-1.160553
-0.799889
-0.291030

0.095515
0.7 11174
2.690081
0.382575
0.432679
0.508995
0.492663
0.180760
0.199332

2.279827
-3 .2 19244
-1.315333
0.937173
3.485016
3.785276
-2.355676
-4.425134
-1 .460027

0.0343
0.0045
0.2041
0.3604
0.0025
0.0013
0.0294
0.0003
0.1606

c
R-squ a red : 0.81903

Adj R-squared: 0 .7 14258
F-statistic: 7.817255
Prob (F-statistic): 0.000058
Durbin-Watson stat: 2.047758
Standard Error of Regressio n: 0.521689
,

So urce: Autho rs Computat ions, 20 13.
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5. Summ ary, Recomm endations and Conclusion
This section presents the summary of major findings of the study, the recommendations made
and the conclusions that are drawn, with a view to making Nigeria's trade and industrial policy
benefi cial to the country in particular, and Africa at large.
5. 1 Summary of Findin gs

From the review of related literature in section two and the results obtained from the data
presented in secti on four, the followin g are the maj or findings of the paper:
1.

Nigeria 's trade and industrial policy has had some adverse effects on the development
prospects of the country. This is due to the fact that Nigeria is presently experiencing
poor infrastructural facilities which have necessitated the closure of some manufacturing
firm s in the country to move to some nei ghbouring African countri es. This has greatly
affected the export drive ofNigeria.

11. Globalization has adversely affected Nigeria's ambition to industrialize leading to the
stagnation of the country 's manufacturing index over the years and the incessant closure
of firms, especially those in the textiles, tyre and manufact uring industries. This explains
why the market size in the model is negatively related with the Gross Domestic Product,
most of the goods consumed today in the country are imported.
iii . Nigeria needs to standardize its trade and industrial policy to make it more beneficial to
the country. Nigeria, Iike many other developing countries should consider trade as the
main engine of its development strategies, because of its abi lity to create jobs, expand
markets, raise incomes, facilitate competition and disseminate knowledge.
1v. "Free-Trade" has had a negative impact on the performance of Nigeria's manufacturing
sector. This may be as a result of the fact that Globali zation has large ly been driven by
the interests and needs of the developed world (G rieco and Hol mes, 1999).
v.

There is the need for Nigeria to reduce impo11 dependence, achieve rapi d industrialization
and increase local production that will be sufficient for local consumpti on and expo11s .

5.2 Recommendations

Based on the conclusions of the paper presented above, the fo ll owing recom mendat ions are
made:
I. Nigeria should rethink its trade and industrial policy by putting in place a policy that is
both achi evable and beneficial to the country and by extension, Africa. This policy
should be an exp011-promotion one that will encourage the production of exportable
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products so that Nigeria can have a favourable balance of payments. This can be done
through a sincere review of the present policy by the National Planning Commission and
the Nigerian Economic Summit Group. There is the need to involve the Manufacturers
Association of Nigeria (MAN), the National Association of Chambers of Commerce,
Industries, Mines and Agriculture (NACCIMA), the Association of Nigerian Exporters
(ANE) and the National Association of Small Scale Industrialists (NASSI) in trade and
industrial formulation in addition to those that were previously involved.
2. The Federal Government of Nigeria should revamp both local industries and agriculture
through subsidies, concessions, uninterrupted power supply, technical assistance,
improving security of lives and properties and the creation of enabling business operating
environment. The Nigerian Government also has to invest heavily on education and
training, and provide incentives to enterprises to strengthen their training systems and
promote Research and Development.
3. The Federal Ministries of Commerce and Industries (FMC I) should focus more attention
on the development of the home industry with a view to increasing the county 's share of
non-oil trade. The Federal Ministry for Science and Technology should also, as a matter
of urgent priority, established a Textile Research Center (TRS) and an Industrial
Technology Research Institute (ITRI) in the country, to give training on quality systems,
technology development and directly acquire foreign technology for use by local firms .
FMC! in conjunction with the Nigerian Export Promotion Council should also help
exports by Nigerian firms through the provision of information on foreign technical
requirements and how to meet them, with the National Productivity Board providing the
necessary management advice.
4.

The Federal Government of Nigeria should enter into more bi-lateral and multi-lateral
trade agreements with sister African countries, with a view to increasing trade among
African nations. There also the need to give due regards to the initiatives of the New
Economic

Partnership

for

Africa's

Development

(NEPAD),

ECOWAS

Trade

Liberalization Scheme (TLS), ECOWAS Trade Liberalization Scheme and attendant
Common External Tariff (CET) and the provisions of the Africa Growth and Opportunity
Act (AGOA).
5. The National Planning Commission (NPC), the Federal Ministry of Finance and
Economic Planning (FMFEM) and the Nigerian Economic Summit Group (NESG)
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should do everything possible to diversify the Nigerian economy, improve agriculture
and manufacturing in the country. This will ensure that Nigeria will not be dependent on
one source of revenue so the economy wi ll be able to still survive when a sector is
experiencing challenges. The Federal Government of Nigeria should also empower the
various research institutes in the country to support research and development in the
private sector.
5.3 Conclusion

It is observed from the study's findings that the Nigerian economy depends so much on
imporrs and oil revenue which has caused some of the manufacturing firms to shutdown thereby
affecting the growth of the manufacturing sub-sector adversely . Therefore, in order to make the
country experience the gains from globali zation, the Nigerian Government should embark on
import substitution strategies, fight corruption, provide infrastructural facilities and encourage the
establishment of small scale enterprises via the easy accessibility to credit faci liti es from the
financial institutions.

Referen ces
Abubakar, D. (2001). "G lobalization and Nigeria in the 21 51 Century". Nigerian Social

Sciences, pp. 15-19 .
Ade nik inju, A. F., (2005). " Afri can Imperatives in the New World Trade Order: Country
Case Study of the Manufacturing Sector in Nigeria", in : Ogunkola, 0, E. and Bankole, A.
(eds) Nigeria's Imperatives in the New World Trade Order, Africa Economic Research

Consortium (AERC) , Nairobi, Kenya and the Trade Policy Research and Training
Programme, lbadan, Nigeria.
Aina, T.A. (1996). "G loba lization and Social Policy in Africa" . CODESRIA Research

Network Bulletin, No. 4.
Ajayi, I. ( 1990). N igeria: The Trapped Eco nomy, Ibadan: Heinemann Educational Books.
Aki nd ele, S.T., T . 0. Gidado and 0. R. Olaopo, (2002). "Globalization: Its Implications
and

Consequences

for

Africa",

accessed

on

May

I th,

2010

from

http://www.usp.n us.edu.sg/post/ africa/akindele I b.html.
All ison, G. (1971 ). Essence of Decision: Explaining the Cuban Missile Crisis, United
Kingdom: Little, Brown and Co.

781

www.globalbizresearch .com

Journal of Emerging Issues in Economics, Finance and Banking (JEIEFB)
An Online International Monthly Journal (ISSN: 2306-367X)
Volume:2 No.3 September 2013

Alu ko,M.A.O. ,

G.O.Akinola

and

S.Fatokun,

(2004)."Gioba lization

and

the

Manufacturing Sector: a Study of Some Selected Textiles Firms in Nigeria". Journal of
Social Science, Vol. 9 No.2, pp. 122-127.

Asika, N. (2006). Research Methodology in the Behavioural Sciences, Lagos: Longman
Nigeria.
Academic Staff Union of Universities, (2002) . The State of the Nation. An unpubli shed
Seminar Organized by the Obafemi Awolowo University, lle-Ife branch of the Academic
Staff Union of Nigerian Universities ASUU.
Bates, R.H., and S. Devarajan, (2000). '' Political Economy of African Growth ,"
Framework paper prepared for the African Growth Project. AERC: Nairobi.

B iersteker, T.J. ( 1998). "Globalization and the Models of Operation of Major Institutional
Actors". Oxford Development Studies, Volume 20, NoT, pp.IS-31.
Briggs, I. N. (2007). Nigeria: Mainstream Trade Policy into National Development
Strategy,
It

11

http ://www. uneca.org/ATPC/Work%20in%20progress/52.pdfn (Accessed

May, 2008).

Brunner, K. and A. H. Meltzer, (Eds.) (1983). Theory, Policy, Institutions: Papers from
the Carnegie-Rochester Conferences on Public Policy, Amsterdam: North-Holland.
CBN (2005-2006). Central Bank of Nigeria An nual Report and Financial Statement for
Various Years.
Cerry, P.G. ( 1994). "The Dynamics of Financial Globalization Technology, Market
Structure, and Policy Response" Policy Sciences, Vol 27, pp 317-342.
Colle, R. (2000). "Information and Communication Technology for Africa" , Africa Notes
(February) pp. 6- 10.
Daser, S. and H.J. Meric, (1987). "Does Patriotism has any Marketing Value: Exploratory
Findings for the Crafted With Pride in the USA Campaign", in: Salisu, A. (2007), An
ana lysis of the Marketing Strategies of Asian-Owned Bakeries in Kano Metropolis, an
!vf.Sc. Management Research Proposal, BUK, Kana-Nigeria (Unpub li shed).

Dembele, D.M. ( 1998). "Africa in the 21st Century", CODESTRIA Bulletin No. I.

782

www.globalbizresearch .com

Journal of Emerging Issues in Economics, Finance and Banking (JEIEFB)
An Online International Monthly Journ al (ISSN : 2306-367X)
Volume:2 No.3 September 2013

Devet, J.M. (1993). "Globalization and Local and Regional Competitiveness", STL
Review, Vol. 13, pp. 89-122

Diagne, S.B. and S. Ossebi , ( 1996). "The Cultural Question in Africa: Issues, Politics and
Research Prospects", CODESRIA Working Paper Series 3/98.
Dornoof, R.J., C.B. Rankersley and G.P. While, (1974). "Consumers' Perception of
Imports", Akran Business and Economic Review, Vol. 5, No.2.
Fafowora, 0.0. ( 1998). "Management Imperatives of Globalization", Management in
Niger.ia. Journal of Nigerian Institute of Management , Vol. 34, Nos. 2-4 April December, pp. 5-9.
Gordimer, N. ( 1998). "Cultural Globalization : Living on a Frontierless Land",
Cooperation South. No.2 pp 16-21

Grieco, M. and L. Holmes, (1999). "Tele Options for Community Business: An
Opportunity for Economic Growth in Africa", Africa Notes (October), pp.1-3 .
Grindle, M.S., and J.W. Thomas, (1991). Public Choices and Policy Change: The
Political Economy of Reform in Developing Countries, Baltimore: the John Hopkins
University Press.
Heslop, L.A. and N. Papadopoulos, (1993). Who knows where or when? Refelections of
the Images of Countries and their Products, New York: International Business Press.
Marketing Strategies of Asian-owned Bakeries in Kano Metropolis, an unpublished
M.Sc. Management Research Proposal, Bayero University, Kano, Nigeria.
J ubril , W. (200 I) . "Globalization, Free-Trade and International Marketing Decision",
Journal of the Chartered Institute of Marketing of Nigeria.

Kahler, M. (1993). "Multilateralism with Small and Large Numbers", in: W. Riegie, Ed.
( 1993). Materialism Matters: The Theory and Practice of an Institutional Form. New
York: Columbia University Press.
Kinder, D. R. and J .A. Weiss, ( 1978). " In Lieu of Rationality: Psychological Perspectives
on Foreign Policy Decision Making," Journal ofConjlict Resolution, 22, No.4, pp. 707735.

783
www.globalbizresearch .com

Journal of Emerging Issues in Economics, Finance and Banking (JEIEFB)
An Online International Monthly Journal (ISSN : 2306-367X)
Volume:2 No.3 September 2013

Krugman, P. and A.J Verables, ( 1995). "Globalization and the Inequality of Nations" ,
Quarterly Journal of Economics, Volume 110, pp. 857-880.

Lall, S. (2002). "The Employment Impact of Globalization", Queen Elizabeth House
Working

Paper Series, No.93 , Oxford University.

Lall, S. and M. Teubal, ( 1998). "Market Stimulating' Technology Policies in Developing
Countries: A Framework with Examples from East Asia," World Development, 26,
August.
Lall , S. and S. Wangwe, ( 1998). " Industrial Policies in Sub-Saharan Africa," Journal of
African Studies, July.

March, J.G . (1978). "Bounded Rationality, Ambiguity, and the Engineering of Choice,"
Bell Journal of Economics 9, no. 2: 587-608.

Mkandawire, T. ( 1995). "Fiscal Structure, State Contraction and Political Responses in
Africa", in: Mkandawire, T. and Olukoshi, A. (Eds.), Between Liberalization and
Oppression: The Politics of Structural Adjustment in Africa, Dakar: CODESRIA.

Mowlana, H. (1998). "Globalization of Mass Media: Opportunities and Challenges for
the Societies", Co-operation South, No 2 pp. 22-39.
NCEMA (2002). National Workshop on Economic Reform and Globalization. Organized
by the National Centre for Economic Management Administration (NCEMA) lbadan, on
30th September to 18th October, 2002 in Ahuja, Nigeria.
Ogunrinola, I. 0. and E. S.C. Osabuohien (20 I 0). "Globalization and Employment
Generation in Nigeria's Manufacturing Sector ( 1990-2006), European Journal of Social
Sciences, Vol. 12, No4.

Ohiorhenuan, J .F.E. ( 1998). "The South

111

an era of Globalization" m: Cooperation

South, No.2, pp. 6-15.

Olaniyi, 0. (2005). "Nigeria's Trade Policy from 1960-2004: A Critical Review", a paper
presented at the Workshop on Capacity Building on International Trade. National
Assembly in Collaboration with Friedrich Ebert Stiftung (Nigeria), Jos, 25 - 27 Jul y
2005.

784
www.globalbizresearch .com

Journal of Emerging Issues in Economics , Finance and Banking (JEIEFB)
An Online International Monthly Journal (ISSN : 2306-367X)
Volume:2 No.3 September 2013

Olayinka, K.l. (2006). "Globalization and Employment in Developing Economies: The
Nigerian Experience, Employment Generation in Nigeria-Selected Papers for the 2006
Annual Conference, lbadan: Nigerian Economic Society, Pp 341 -357.

Omoke, P.C. (2006). "Trade Policy Reforms and Rural Poverty in Nigeria", a paper
presented at

the GETAP Conference in Ethiopia.

Orbeta, A C.J (2002). "Globalization and Employment: The Impact of Trade on
Employment Level and .Structure in the Phi lippines," Discussion Paper. Manila:
Philippine Institute for Development Studies, Series 2002-04, February 2002, p. 13.
Organization of Petroleum Exporting Countries (2007) . http ://www.opec.org/library/
(Accessed on I i

11

May, 20 12).

Osuala, E.C. (2005). Introduction to Research Methodology, 3rct Edition, Onitsha:
Africana-FEP Publishers.
Oyejide, T.A. (1998) . "African Trade Prospects

111

a Globalizing Era", Cooperation

South, No.2, pp. I 07- I 17.

Patterson, C.E and E.W. Okafor, (2006). "Globalization and Employment Generation:
Evaluating

the Impact of Trade on Aggregate Employment in Nigeria's industrial

Sector", Employment Generation in Nigeria-Selected Papers for the 2006 Annual
Conference ,

lbadan: Nigerian Economic Society, pp.309-340.

Sagagi, M.S. (2004). "Globalization, International Competition and Corporate Strategy:
An Analysis of Textile Industry in Northern Nigeria", an unpublished PhD Thesis
submitted to Usman Danfodio University, Sokoto State, Nigeria.
So ludo, C., (I 998) . "Economic Policymaking and Implementation

111

Africa: A Case

Study of Strategic Trade and Selective Intervention Policies," a research proposal for a
Multi-Country Comparative Study, Department of Economics, University of Nigeria,
Nsukka.
So ludo, C. (I 997). "Between Free Trade and Mercantilism: A Survey of Issues in
Africa ' s Choice of Trade and industria l Policies," draft, Department of Economics,
University ofNigeria, Nsukka.

785
www. globalbizresearch.com

Journal of Emerging Issues in Economics, Finance and Banking (JEIEFB)
An Online International Monthly Journal (ISSN: 2306-367X)
Volume:2 No.3 September 2013

Spieza, V. (2004). "Trade, Foreign Direct In vestment and Employment: Some Empirical
Evidence", in Lee, E and Vivarelli (eds) Understanding Globalization, Employment and
Poverty Reduction, lLO International Policy Group, London: Palgrave Macmillan.

Tebin, H.M. and M. Estabrooks, (1995). "The Globalization of Telecommunications:
Study in the Struggle to Control Markets and Technology", Journal of Economic Issues,
Volume 29 Numbers 2.
Tussie, D. (1994). "Globalization and Word Trade fro m Multilateralism to Regionali sm" ,
Oxford Development Studies, Vol. 26, No. I, pp.32-46.

UN IDO, (1996). "The Globalization of Industry: Imp lications for Developing Countries
Beyond 2000", Vienna: UN IDO .
Wacziarg, R. and K. Welch (2008). "Trade Liberalization and Growth: New Ev idence",
World Bank Economic Review .

Woods, N. (1988). "Introduction to Globalization, Definitions Debates and Implications" ,
Oxford Development Studies, Vol 26, No I 0, pp. 8-23.

786

www.globalbizresearch .com

