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ABSTRACT
In the light of the wind of globalization blowing
across the globe, several countries have embraced
globalization policies. Since globalization connotes
a nexus of relations, the expected overall effect of
its policies is to boost economic growth and
development, thereby improving welfare. Upon the
~ recent World Bank report proclaiming the
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reasons. First, there is the view that a close relationship exists between
industrialization and real income per head on the one hand, and
between the growth of industry and the growth of output in these
countries on the other. A second explanation for greater emphasis
on industrialization is that it is believed that the faster the growth in
the industrial sector, the higher the rate of transfer of surplus labour
from other sectors of the economy.

Moreover, industrialization as Yesufu (1996) noted, has been a
central economic policy that has been pursued in the Nigerian
economy since the attainment of political independence. The author
maintains that in developing countries the word “industry” is used
essentially as a synonym for manufacturing industry. As such,
industrialization “is the process of accelerated institutionalization
of the manufacturing process or techniques in an otherwise
predominantly rural and technological backward economy”.

In considering the importance of the manufacturing sector in
Nigeria, the first, second, third and, in particular, the fourth national
development plan (1981-85) strongly emphasized industrialization
in form of manufacturing and craft activities. The various industrial
development policies, perspective plans and the medium-term
economic plan identified the position of the manufacturing sector
in the economy. Manufacturing, as stated in the Fourth National
Development Plan, is capable of sustaining a minimum growth rate
of 15 per cent per annum, contributes over 7 per cent to the gross
domestic product (GDP), promotes employment and enhances the
value of natural resources to mention but a few.

The need for further intensification of manufacturing production
as a catalyst for growth and development in the Nigerian economy
is further strengthened by the World Bank Report (1985) that
identifies the manufacturing sector as the most dynamic component
of the industrial sector. For instance, if the manufacturing industry
is operating below capacity, the performance of the electricity
industry as well as other industries that depend on this sector will be
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1990s and ranged between 29.5 per cent and 42.0 per cent; while
36.1 and 39.6 per cent were recorded in 2000 and 2001, respectively.

With respect to the output of the manufacturing industry,
measured by the index of manufacturing production, Table 1 shows
that, using 1985 as the base, manufacturing production increased
from 1970 to 1982. This 1s indicated by the increase in the index of
manufacturing production from 24.1 per cent in 1970 to 128.6 per
cent in 1982. A decline in manufacturing production was, however,
witnessed from 1983 to 1984. During this period, the index of
manufacturing production was only 94.8 per cent in 1983 and 83.4
per cent in 1984. This decline could be attributed to the downturn of
the Nigerian economy, resulting from the collapse of the
international oil market in the 1980s. In the wake of the adoption of
SAP in 1986, manufacturing production increased as indicated by
the movement in the index of manufacturing production, which stood
at 130.8 per cent in 1987 and reached a peak of 182.7 per cent in
1992. Since 1992, the manufacturing production has not been steady;
this is indicated by the index of manufacturing production which
ranges between 133.1 per cent (in 1998) to 145.5 per cent (in 1993).
Between 2000 and 2001, manufacturing production witnessed only
marginal increase. The index of manufacturing production, in this
period stood at 138.2 per cent and 142.2 per cent, respectively

Another indicator of the performance of manufacturing industry
is its share in the gross domestic product, which was 7.2 per cent in
1970. 1t fell to 5.2 per cent in 1975 before increasing gradually to
11.2 per centin 1982. Following the depressing state of the economy
in the 1980s, manufacturing share in the GDP fell and remained in
the range of 7.8 to 8.4 per cent. With the unsteady growth in
manufacturing production since 1992, the contribution of the
manufacturing industry to the GDP fell. For instance, between 1993
and 2001, 1t ranged between 3.4 and 7.2 per cent. This is a strong
indication that the manufacturing industry in Nigeria has been
dwindling.

NES 2004 Annual Conference

















































e T

Exploring the Globalization-Industrialization Nexus... 267

opn is negative. This could be ascribed to the presence of
autocorrelation and partly due to the nature of import which is
finished goods biased. In addition, the absence of an important
variable notably, ict, might explain the negative sign. This is also
responsible for the significance of the significance of the constant
term which we hypothesized should be insignificant in the statistical
sense. In addition, the adj. R?, the F-statistics, and the standard error
of regression (SER) are plausible. However, there is the presence
of positive serial correlation given by DW-statistic of 0.7925.

Equation 2 contains all the explanatory variables. Except the
capital-labour ratio variable, which is significant at 5 per cent level,
all the other variables are not significant in the statistical sense at 5
per cent level. The adj.R? and the F-statistics seem acceptable, yet
there is the evidence of the presence of positive serial correlation
given by the low DW-statistics. The signs on the coefficients of vz
and opn seemingly contradict our theoretical predictions. The
coefficient of the technological progress variable has the ex—~cted
signs though it is insignificant at 5 per cent level.

In view of the presence of autocorrelation and being mindful of
the fact that it could cause bias in our model, we therefore embarked
on correction for serial correlation in equations 3 and 4. We use the
Durbin 2 stage procedure. The estimated fi is 0.62934 and this was
used to transform the variables in our model. Equation 3 in which
the technological progress variable has been eliminated seems to
be poor statistically. Only the coefficient of & is significant at 5 per
cent level and the alternative hypothesis that the error terms are
autocorrelated cannot be rejected. Hence, equation 4 which is also
transformed, included all the variables in the model. The Adj. R*is
good, the standard error of regression is low and, given the value of
DW-Statistics at 1.9567, the null hypothesis that the error term 1s
not autocorrelated cannot be rejected. In this equation, except the
coefficient of fdi, which is very low and insignificant, all other
coefficients are statistically significant at 5 per cent level.
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