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ABSTRACT 

Previous studies by eminent scholars have shown the 

significant cohtributions an~ potentials of Small Scale 

Industries (SSI'.s) in the economic development efforts 

of Nigeria. These studies have also shown that, among 

other limiting factors, shortage of funds has been. 

critical. 

However, the emphasis of these studies has been 

on the availabi.lity of funds for the aggregate Invest

ment Expenditure of sciall Scale Industries. Othèr 

empirical work~ showed that Small Scale Industries 

require funds for start-up (Fixed Asset) Investment, 

Working Capital and expansion of existing facilities. 

These studies have also shown that these Small Scale 

Industries obtain financial assistance from the formal 

financial institutions including Development finance 

Institution, mostly for expansion of existing facili

ties and working capital, while they obtain their 

initial start-up funds from personal savings, loans 

from friends and relatives and other informal institu

tional lenders. 
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Given that prospective Srnall Scale Industrialists 

have little or no collaterals·as security for obtaining 

finance for start-up of the business, the current 

study tries to find out the extent to which Development 

Fin~nce Institutions have funded SSI's especially with 

regards to start-up (Fixed Assets), Working Capital 

and Capital for Expansion; while also determining the 

contribution of other credit sources e.g. commercial 

banks, non-bank financial institution and other inforrnal 

sources to the above enurnerated investment expenditure 

of Small Scale Industries. 

· In effect, my study tested the significance of 

each of these credit sources and thëir substitutability 

for development finance institutions in the finance of 

fixed assèt investment, Working Capital, expansion of 

facilities and total Investment Expenditure of Small 

Scale Industries. Finally, the study tried to deter

rnine and assess other factors that could bring about 

improved funding of Small Scale Industries in Nigeria. 

To achieve· the objectives, the study explored and 

appraised the role of development finance institution 

in N_igeria' s industrial development with emphasis on 
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their sources and uses of funds, credit policies, 

operations and existing activities. 

Specifically, the study using three hundred and 

eightly-two (382) Small Scale firms from Bende!, Lagos, 

Ogun, Ondo and Oyo States and an econometric model, 

tested the significances of the pararneters, IT (Invest

ment in fixed Assets, INV · (Changes in Inventories) , 

EX (Capital for Expansion), TGI (Total Investment 

Expenditure), R (Interest Cost of Debt), S ·(Gross 

Sales Turnover), KE (Equity Capital), D (Debt Capital 

and M (Maturity of loan) ::and C (Credit variables) in 

each of the component Investment Expenditure of Small 

Scale Industries. In addition, the study t~ied to 

examina the substitutability of each of the Credit 

variables C(representing total accummulated debts, 

liabilities to bank and non-bank financial Institution 

(BNF), liabilities to banks (TLB), liabilities to 

Developrnent Finance Institutions (TDFI), liabilities 

to Non-Bank Financial Institutions (TNP) and Net Trade 

Credit (NTC) in the investment expenditure of Small 

Scale Industries in Nigeria. 
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Evidence that emerged fr~m the study however 

revealed that Small Scale Industries require funds 

mostly for fixed asset investments and expansion of 

the:i,r existing facilities; which implied that appro

priate policies must be designed to cater for the 

individual component of Small Scale Industries Invest-. 

ment expenditure viz: fixed asset investment, working 

capital and expansion capital. Furthermore, the study 

revealed that credit sources other than Development 

Finance Institutions are significant sources of funds 

· to Small · Scale Industr.ies ·in one or two of the invest

ment expenditures and therefore could be substituted 

for Development Finance Institutions. The implication. 

of this finding.is that government policies designed 

to enhance finance and development of Small Scale 

Industries in Nigeria should involve all the credit 

sources identified, while existing Development Finance 

Institut ions should be reorganised to perform·· more 

efficiently their development financing roles. 
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CHAPTER ONE 

Introduction 

Development financing and Industrial de:velopment 

Mobilising domestic financial resources for ràpid 

industrialization h~ve been curtailed by certain factors 

like low. incom.e and ;savings.,. commort in :the less developed 

countries, the liquidity preference of the people, and 

the conservation of the financial system as reflected in. 

the operational policies of the commercial and merchant_ 

banks! Such conservatism however could he explained if 

one considers the sourcing of their financial resources. 

Their resources consist of customer' s demand deposi ts •.. 

Banks therefore prefer to grant short term self-liquidating 

loans such as bank overdrafts, and are unable to participa te· 

in funding of. industrial projects which are often of long 

gestation periods. 

Hence most governments in the developing countries 

have set up specialised institutions to fund these vital 

sectors of the economy in order to accelerate the pace of 

industrial and consequently econornic developrnent.· Other 

factors that have necessitated their establishments in 
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the developing world, including Nigeria, include the 

problem of low income, low savings, inadequate investment 

further complicated by the lack of entrepreneurial skills 

and the need to develop viable industrial projects into 

which any investible funds could be put. Development 

finance Institutions (DFis) have tnus be found indispen

sable as institutional devices designed not only for the 

promotion and finance of industrial or other economic 

development projects, but also for the provisions of 

technical skills and advice needed to g·et such projects 

off the ground. 

Development finance Institutions are to be found 

today in almost all countries of Africa, Latin America, 

Asia, the middle East and even in some of the developed 

countries. The governments of these countries have 

either set up the institutions directly or played a key 

role in their establishments. In addition to National 

DFI' s, regional DFI '.s and International DFI' s have also 

been established in the respective regions of the deve

loping and developed world. Examples are African 

Development Bank, the Asian Development_Bank, the European 

Investment Bank, The OPEC fund, The Arab Bank for Economie 

Development (BADEA) and the World Bank Group consisting . 
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of the International Bank for Reconstruction and 

Development (IBRD), The International Development 

Association (IDA) and the ,International Finance Corpora

tion (IFC). 

Though DFI's are expected to pay their way, they 

are essentially not for profit. This is one feature 

that distinguished DFis from commercial banks and other 

financial institutions. They extend long term loans 

sometimes up to 15 years maturity, to relatively risky 

development and industrial projects with long· gestation 

.periods .. They also often participa te ·in· the èquity capi

tal without which scarcely any project could survive. 

·With the aftermaths of· the two world wars 1919 and 

194 5, there were grea t needs for reconstruction, reh.abï

li tation and economic development. This led to the evo

lution of most of the International Development Firiance 

Institutions each playing designed roles based on its 

charter and objectives. 

International Bank for Reconstruction and Development 

was .. es'tab1ished in .1945 for the reconstruction of the 

damages of th~ World War. The bank assists in the eco-

nomï"c development of many developing countries. If often 
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acts as a direct contributor of fund, a resource cata

lyser and a financial disseminator. The Bank has helped 

at least 42 African countries, 24 Asia· countries and at 

least 43 countries in the Western Hemisphere to date. 

Its operating capital is often raised through the -sale 

of bonds and subscriptions. In its lendings, it deals 

directly with government or with projects for which the 

government acts as guarantor. Subscriptions by members 

are determined by quota system with about 146 members 

with headquarters in Washington, U.S.A~ 

Other such institutions include the IFC and the IDA. 

The International Finance Corporation (IFC) an affili

ated of the IBRD with about 125 members, though raises 

funds from sales of bonds or borrowing, it invests 

directl:-,1 in private companies, or grant loans . to priva te 

investorsor guarantees such loans. Usually, its equity 

participation must not be more than 25%. It has granted 

a lot of low interest off-shore investment funds to 

many companies in Nigeria and other developing countries. 

Similarly International Development Association (IDA) 

also affiliated to the World Bank suppiies low interest 

long term loans to developing countries. It was origi

nally set up to grant international finance to agricul-. 
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tural projects. Its funds come mostly from members· sub

scriptions, funds from developed members of the World 

Bank and transfers from ?et-earnings of the bank. 

Part of the loans could also be paid in local 

currency but mainly for development of infrastructural· 

. and agricul tural projects. Only members of the World 

Bank (IBRD) can become members of the IDA. World Bank 

Report (1988) showed that as at 1988 the bank had pro-

vided loans totalling $255 million to three Nigerian 

Development Banks, with the NIDB receiving ·$6 million, 

$10 million, $60 million and $120 rnillïon in 1969, 19.71, 

1978 and 1983 respectively. The World Bank had also 

provided a loan of $41 rni:-llion to NBCI in 1984 and a 

sub-loan of $24 million to NACB for its Livestock 

Project. 

African Developrnent Bank (ADB) was established in 1963 

with Abidjan as headquarters. The bank as at· 1987 had 

50 independent African rnembers and 25 non-African States.

The bank had granted loans to several African States 

for Infrastructure, transport, public utilities indu

stries, education etc. The cumulative disbursements 

of the Bank groupas at the end of 1988 was $6 billion 

1 
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representing 47% of cumulative lendings. The bank is 

also involved in co-financin~ of projects and as at 1988 

it had_ co-financed_ a total of 90 projects for a cumulative 

committment of $25. 2 billion with about $5 billion 

from ·the. ADB group. 

In Nigeria, ADB has provided a line of credit to 

NIDB, NBCI, Ogun, Ondo, Bauchi, and Anambra states for 

.sevéral piojects. 

DFI' s in Nigeria: Wi th establishment of reg ion al govern

~ents about 1949, came the emergence of Eastern Nigeria· 

Developmènt Corporation (ENDC), Western Nigeria Develop

ment ·corporation (WNDC} and Northern Nigeria Development.. · 

Corporation (N.N.D.C.) The early DFI's in Nigeria 

were saddled with a lot of problems. These problems 

include too wide and ill-defined functions, political 

interference, favouri tism and corruption in the alloca

tion of financing particularly from po1itically influ

ential individuals, together with poor management prac...;. 

tices. After independence, Investment Company of Nigeria 

Ltd (ICON) was established with the o?jective of assis-. 

ting industrial, commercial and agricultural enterprises 

by f:urnishing · rrianagerial, technical and administrative 
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advice and services to Nigerian industry, commerce and 

{ agriculture, providing both long and medium term loans, 

equity participation and sponsoring of viable projects 

and syndication of loans fo·r investment projects. 

Nigerian Industrial Development Bank (NIDB) - was esta

blised in 1964 to take over the functions of ICON Ltd. 

with 74% foreign participation and 26% local participa

tion until the indigenisation decree which reversed the 

trend to 59% Federal and 40% Central Bank and 1% private 

Nigerians. 

The main objective :and func~ions of NIDB were to 

(i) finance ent.e.r:erises~which are deemed risky and 

unattractive for private financing; 

(ii) provide some facilities for Small Scale Industries 

through other expanded credit institutions; 

(iii) mobilise domestic and foreign skills, experience 

and foreign capital in the development of new 

industries and expansion of new ones, among others. 

Its loans normally grant 2 years moratorium and repayment 

of between 5 to 15 years. 

Nigerian Bank for Commerce and Industry (NBCI) - was 

established in 1983 to provide equity capital and loans 

, 
r 
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to indigenous persons, institutions and organisations 

for medium and long-term investments in industry and 

commerce at such rates and terms as may be determined 

by the board in accordance iith government industrial 

policies. 

The Bank has received assistance from the ADB,, 

other International finance agencies, income from invest

ments etc. 

Nigerian Agricultural and Cooperative Bank (NACB) - The 

bank was incorporated in 1973 to create·a viable agri

cultural banking institution that will assist in imple

menting its long-term objectives which i$ to enhance 

the level and quantity of agricultural production within 

the frame work of the approved plan of the Federal govern-

ment. .Among others the ~ank was supposed to grant loans · 

for agricultural production, grant direct loans to indi

vidual farmers, cooperative· societies. To do this it 

is ·empowered to go on out-lending schemes or wholesale 

credit and Direct lending scheme or Credit Retailing. 

Its main sources of funds include loans and advances 

from government, the World Bank group, share capital, 

ADB loan, etc. 

, 
r 
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Federal Mortgage Bank of -Nigeria (FMBN) - was an off

spr-ing of the Nigerian Building Society éstablished in 

1956. The NBS became the FMBN in 1977 absorbing the 

assets and liabilities of NBS which was formally owned 

by the Corrunonwealth Developrnent Corporation with 60%, 

Federal Governrnent 31% and the Eastern Nigerian Govern

ment 9%. Later in 1972, The Federal Government increased 

. its share capital by purchasing the 60% owned by the 

CDC. The main objectives of the bank were to provide 

long tèrm credit to Mortgage Institutions, provide long

terrn credit facilities to Nigerians at cost and terms 

established by the board, provide credit facilities at 

cornpetitive corrunercial rates. to commercial property 

developers and execution of Federal Government housing 

programmes arnong others. 
three 

It operates l types of rnortgage loans, Social; 

Economie and Corrunercial loans, Social loans are owner/ 

occupier loans in which 90% of the loan is granted; 

economic loans are granted with higher interest rates 

and with a maximum of 15 years while repayment for 

Commercial loans is set at 7 - 10 years. 

Other developmen t finance Institutions owned and controlled 

by the States are listed in Appendix 31. 
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Objectives of the study 

Previous studies by eminent scholars have provided 

insights into the structure, location~ and size of small 

scale industrial Enterprises in Nigeria. Nation-wide 

surveys have been conducted by the FMI on the impact 

of existing Small Scale Enterprises on the economies 

of each state, and_ have examined their linkage effects 

and performance of established industrial development 

centres. Based on the foundations of such surveys, a 

more detailed and comprehensive survey was undertaken 

by NISER co-ordinated Research between 1982 and 1985. 

dealing with (1) the assessment of the contributions of 

SSI to the development of the economy, particularly to 

employment, value added, development of local technology, 

development of local sources of raw materials, sources 

of capital as well as the consumption and generation of 

energy. (2) an examination of the problems and cons

traints (e.g. finan·c~, energy, location and government 

regulations inhibiting their rapid development and growth 

as well as the factors that motivate them. (3) A study 

of the relationships between financial Instit~tion and 

Small Scale Industries and (4) A thorough investigation 

of the prospect for the development of Small Scale 

Industries. 

,, 
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The main findings of this detailed study are worth 

noting. (1) Small Scale Industry have contributed and 

would continue to contribute positively to the develop

ment of Nigerian Economy in terms of value· added, employ

ment generation etc. 

(2) Ownership structure is basically simple proprietor

ship with personaL savings being the main source of 

in.vestment funds. 

(3) That Small Scal.e Industry continues to produce 
. . 

tradition al commodities with concentr.ation into tail9ring,. 

bakery as against machine tools or steel products manu-

facturing. 

4. Constraints identified include shortage of raw 

materials, patronage and funds for operation and expan$ion·. 

An examination of these studies have shown the 

potentials of the small scale industries in the develop-

ment of the Nigerian Economy. · Past . efforts of the 

. governmenthave responded to the findings of these reports 

and surveys especially in the establishment of industrial 

extension centres, Small Scale Credi~ Schemes, estab

lishment of NBCI, NIDB specifically for providing funds 

to .these vital sectors of the Nigerian economy. However. 

these studies have· shown that shortage of funds has been . 
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a critical factor in the development of Small Scale 

rndustries, despite the fact that government has estab

lished DFI's to provide such funds. The NISER (1987) 

study have shown that these·DFI's have contributed only 

27% of the total loan requirements of the Small Scale 

Industries. The emphasis of the study has been on the 

total availability of funds to Small Scale Industries. 

But practical evidence abound that, Sma11 · Scale Indust

ries require funds for start-up of Investments, working 

çapital and capital for Expansion or fo.r Total Investment. 

The existing DFI's have often been known to provide 

basically finance for expansion mostly·while Small Scale 

Industry obtain their initial start-up funds from personal 

savings, loan from friends and relations mainly. The 

assistance obtained (if any) from DFI's have only.been 

mainly for Expansion of existing facilities, while the 

working capital have been obtained from commercial banks. 

Hence the objectives of this study are: 

(1) to determine and assess the levels of availability 

of and requirement for funds in Small Scale Indu

stries in Nigeria; 

·(2) to assess the impact of DFI' s on 

(a) the growth of Small Scale Industry in Nigeria. 

, 
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{b) the flow of credit to Small Scale Industries 

especially in the provision of 

(i) Start-up Capital (Fixed Asset) Investment) 

(ii) Working Capital (Changes in Inventories) 

(iii) Capital for Expansion 

(iv) Total Investment. 

(3) to determine and assess the significance and sub

stitutability of other sources of finance for fixed 

asset Investments, Changes in Inventory, Capital 

for Expansion and total Gross Investment in· Small 

Scale Industries in Nigeria. 

(4) to determine and.assess other factors that could bring 

. about improved funding of Sm.all Scale Industries 

in Nigeria_. 

Hence the study would be testing the Null hypothesis 

that 

(1) DFI's do not contribute significantly to funds for 

Start-up Investments. 

(2) DFI' s do not contribute significantly to working 

capital Requirements of Small Scale Industries. 

(3) DFI's do not contribute significantly to Càpital 

for Expansion of activi ties -of existing Srnall scale 

Industries. 
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Scope and Limitations of the Survey 

This study in view of the above objectives deals 

with the problems of capital shortage and then determine 

the most significant factor limiting the fund supply 

rnents of Srnall Scale Industries in Nigeria. As high

lighted e_arlier, previous studies have shown that the 

growth of Small Scale Industry bas not been encouraging, 

with finance being one of the major limiting factors. 

Given that prospective Srnall Scale Industries enter

prises have no collaterals as security for obtaining 

finance for start-up; working capital or Expansion of 

existing capacities, one can then infer that the rnost 

lirniting factIDn to the growth of Srnall Scale Industry 

in Nigeria is the availability of Capital for initial 

or start-up of the business. Hence given that DFI's give 

assistance to these Small Scale Industry (even though) 

inadequate), the study hopes to find out to what extent 

these DFI's have funded Small Scale Industries especially 

with regards to Start-up Capital, Working Capital or 

Capital for Expansion. The study also hopes to d_ètermine 

the contributions of other credit sources e.g. Commercial 

Banks,· Merchant Banks, State Credit Loans,ihformai sources in 

the finance of these initial finance requirements areas 

, 
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of Small Scale Industry in N~geria. In effect the sttidy 

hopes to test the significance of each o.f these credit 

variables in the finance o.f Small Scale Industries {n 

Nigeria expecially DFI's ~ith the hope of ~uggesting 

improvements or alternative financing strategies .for 

start-up, working capital or expansion capital. 

Given .the hug~ fund requirements and the time con

straint in carrying out a study o.f this magnitude, the 

study has been limited to the South Western Zone o.f 

Nigeria incorporating, Lagos, Ogun, Or:ido, Oyo · and Beno.e·1 

States. It is e.xpected that evidence that emerges f roin 

· this study may be of more general relevance to Small 

Scale Industry in Nigeria as a whole. The Researchèr 

also hopes to follow-up this Research study into the 

other states and countries as a Post-doctoral Research 

when funds are available to carry out a larger-scale 

research. 

Plan of th.e Study 

To achieve the objectives, the s:tudy was treated 

under seven chapters, with chapter one, evaluating the 

role of Development Finance Insti tu tians in indus trial 

development, statement of the objectives, scope and plan 

of the ·study. 
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Chapter two discussed extensively literature on 

Industrialization and Industrial developrnent in Nigeria; 

the impact of Srnall Scale Industries tn selected sarnple 

economies; strategies and options for the development 

and finance of Small Scale Industries in the world and 

Nigeria in particular and the problems and constraints 

in development financing of small scale industries. 

The third chapter focussed on the· theoretical basis 

of the study, the methodology, description of the model 

and the pararneters estimated together with data require

ments and collection procedure. While chapter four, 

tried to determine and assess the avaiiability of Money 

Capital funds to Small Scale Industries and the Require

rnent for Money Capital by Small Scale Industries •. 

Chapter five, evaluated the impact of Development 

Finance Institutions and other credit sources on the 

finance of Fixed Asset (Start-Up) Investments, Working 

Capital, Expansion programmes and totàl Investment 
- . 

expenditure of Small Scale Industries with particular 

emphasis on the substi tutabili ty of these other credi t 

sources for those of Developrnent Finance Institutions 

in the component investment expenditure of Small Scale 

, 
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industries enumerated above. The sixth chapter on the 

other hand, explored and appraised the role of develop

ment finance institutions in Nigeria's industrial deve

lopment with emphasis on their sources and uses of funds, 

cred-i t policies ope rations and existing acti vi ties. 

Finally, chapter .seven summarized the major ·findings 

while policy options and recommendations were made 

tog.ether wi th suggestions for further research. 
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CHAPTER TWO 

LITERATURE RÈVIEW 

Industrialization and Industrial Devèlopment in 

Nigeria and Experience from·Proximate Economies 

UNIDO (1969) defined industrialisation as a process· 

which entails a noticeable increase in number and rate 

of capacity utilisation of manufacturing plants and 

productive enterprises aided by increased productivity 

of labour to produce more consumer manufactured goods, 

intermediate supplies and capital equipments. UNIDO'·s · 

socialist definition maintained that the. incr~ased tempo 

of industrial activities associated with industrialisa-· 

tion_ is sequel to an econoll)ic and social evolution tak_ing 

place in the country concerned. 

Given that Nigeria was a predominantly agricultural 

economy (before the discovery of petroleum resources 

in the late 1960's), the foundations of industrial deve

lopment in Nigeria were laid by the export processing 

of raw materials and the substitution of imported goods-. 

After the Second World War, the share of export proce

ssing industries in Nigeria' s indus trial growth. increased 

tremendously. Aboyade (1968) found that by the 1960's, 

indications of stagnation were observed in this sector 
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while the growth impulse shifted to import substitution. 

Bence the share of raw materials processing industry in 

industrial value added for the country increased from 

25% (1950) to 50% (in the late 1950's) and fell back to 

2 5 % ( ip 19 6 5 ) • 

This was because, for production or transportation 

reasons, a certain degree of processing were necessary 

in case of several raw rnaterials which include palm oil, 

rubber, cotton, cocoa etc. For timber logs however, 

the processing into plywood and saw wood was to fore~ 

stall the usual high Ioss of weight in the logs. · However 

the development of the export processing industry was 

impeded by various government economic policies e.g. 

the Nigerian Government had earlier imposed taxon exports 

both for raw rn&terials and processed goods to prevent a 

decline in governrnent revenue ge.nerated from exports, 

through the various marketing boards. 

Protected by duties, legal incentives and quanti

tative restrictions in the 1970's, the domestic produc

tion of previously imported goods led to a transforma

tion of the structure of Nigeria' s ind~stry and parti

cularly led to changes in the import structure. Whereas 

, 
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the import structure in the 1950's changed slightly, 

Aboyade (1968) also found out that domestic manufactu

ring contributed to a reduction in the ~hare of consumer 

goods in Nigeria's total imports between 1960 and 1970 

from 5 7 % to 30%, while on the other hand, led to an 

increase in the share of raw materials and intermediate 

goods from 20% to 28% and of capital Goods from 24% 

to 42 %. 

Hence Industrial development in Nigeria after the 

second world war (1.939 - 1945) was ini tially sustained 

by the primary export industry which processed domestic 

raw materials and later by import substitution charac

terised by an extensive input of imported raw rnaterials 

and intermediate goods. With the oil boom of the 1970's, 

Import substitution Industrialization (ISI1 as a strategy 

was pursued with vigour. 

Though the development of ISI can be traced to th.e 

earlier periods for e.g. Latin American economies e.g. 

Argentina, Brazil, Mexico in the 1950's, the early 

1960 1 s saw the large scale conscious pursuance of ISI 

policies in a number of other developing economies such 

as India, Pakistan, Phillipines, Colombia, Chile, Peru 

, 
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and countries from the African subcontinent including 

Nigeria, Ghana, Kenya, Zarnbia etc. 

Hirschrnan (1968) cate9orised industrialization 

into three main tightly separated stages which was per

cei ved as a sequential process whereby countries begin 

with domestic production of consumer goods and then 

move to interrnediate goods and finally to capital Goods. 

Raj and Sen (1961) made a more elaborate classification 

of these stages which were essentially options within 

the ISI strategies e.g. :-

(i) that a developing economy canuse its Foreign 

Exchange to import investrnent goods (e.g. 

machineries and equipments), raw materials 

fuels etc to manufacture consumer goods e.g. 

textiles, household utencils etc. 

OR 

(ii) it canuse its foreign Exchange to import· 

Capital Goods which in turn produce consumer 

goods e.g. steel and then develop domestic 

raw material supplies 

OR 

, 

"'il 
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Use its foreigh Exchange to import Capital. 

goods to make capital goods which in turn 

make other capital goods and investment goods. 

Raj and Sen (1961) believed most developing countries 

including Nigeria have taken the first option and have 

tended to get stuck at that stage. The more advanced 

Semi-indus tri alized countries e. g. Brazi 1., Mexico have 

moved to option (ii) while others such as India, Taiwan, 

South Korea, Singapore are already operating option (iii) 

·Many studies have been made to f·ind out. the causes 

of the difficulties in the transition process from con-· 

sumer to intermediate· to capital goods by a number of 

developing countries, but _the most obvious problem which· · · 

is easily discernible is the indisputable fact that 

intermediate investmen t and capita_l goods industries 

will place greater financial, technological and organi

sational demands on the developing economies. 

The ISI process begins with the domestic manufac

ture of consumer goods and thus th.e commodi ty composi-. 

tion of imports changes. Consumer goods imports become 

relatively less important and imports of intermediate 

goods, fuels, machinery and equipments etc. become of 
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greater significance. Thus the ISI process increases 

the proportion of domestic value added dependent on 

imports and under these conditions a decline in the 

availability of foreign Exchange will lead to forced 

import éur'tai.lment·: and indus trial rec_ession. 

Syrquin and Chenery (1989). following their earlier 

work in 1986 also.constructed a table of _typology of 

industrial development in about 100 economies. 

The typology included developing countries that 

are far enough into the transition to identify the 

strategy being followed and that have the data required 

for classification. 

The economies were classified into four general 

types according to their structural features and trend 

policies. 

The main features of the strategies and structures 

of the classifications include~-

(a) Outward, Primary Oriented economies which include 

countries that have very high export sh~res made up 

almost completely of primary corrunodities. The strong 

primary specialisation, they c6ntended appeared to ori

ginate more in resource endowment than in a deliberate 

policy choice. Among this group are -three large economies 
l 
! 

, 
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including Indonesia and Nigeria. The study contende·d 

that at low income levels, of GNP per capita of $470 

for Indonesia and $990 fqr Nigeria in 198(?, the abundance 

of mineral resources dominates the effect of large size 

which would normally lead to low shares of trade and 

high shares of manufactures in exports. The cases of 

Indones.ia and Nigeria they contended illustrated well, 

the importance of Structural characteristics for deter

mining a development strategy. In a study of large 

countries, (Perkins and Syrquin 1989), Indoriesia and 

Nigeria were treated seperately. The study showed that 

their patterns of development resembled more of small 

economies than those of large ones. 

World Development Report (1987) also classified 

rndonesia as "moderately inward" du ring 197 3-85 and 

Nigeria as "moderately inward" in the first period and 

. then "strongly inward" in the second. What all these 

reports and studies suggest is that Nigeria and Indonesia 

are best classified as "outward, primary oriented. 

"Other classifications include :· 

(b) rnward - Oriented Economies - Among ~he l~rge 

members of this class, two groups can be identified. 
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The first include large countries of Asia with substan

tially lower incomes and poorer endowment of natural 

resources, reflected in their much higher population 

density. The second include the large countries of 

Latin America. The main difference between th.em is in 

their orientations. The large Asian countries were known 

to be manufacturing oriented while the Latin American 

countries started with a primary orientation. However, 

by 1980 the manufacturing experts of Latin American 

coun tries had ri sen appreciably. This -was hastened by 

the debt crisis of the 1980's and could be linked· to 

the earlier phase of inward - looking industrialization 

during which their economies acquired basic techn.olo-

gical mastery which then facilitated the exports of 

manufactured goods on a large scale. 

Teitel and Thoumi (1986) .contended that Import 

Substitution Industrialization provided the impetus to 

the export stage in· these Latin American coun tries, 

while Bruton (1989) also called for a more balanced 

appraisal of the import substitution strategy. 

(c) Balanced Economies - in which the countries in the 

group have shifted from primary to manufacturing specia-

lization in trade. This group of economies make extensive 

, 
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use of protection, even during the opening periods .. 

Countries in this group include Egypt, Thailand, 

Phi~lipines, Bràzil, Spain etc. 

(d) Industry-Oriented Economies - the trade policy. 

here has been mostly outward - oriented, particularly 

·in the Asian economies in the group (Republic of Korea, 

Taiwan., Hongkong and Singapore) In most of these coun

tries, the rapid rise in manufactured experts followed 

· an earlier phase of import substitution behin_d high 

protection. The state of Israel supplemented this 

strategy with export promotion policies. 

The comparative performance of each of these eco

nomies in relation to theïr GNP per capita.,. 1980, 

Relative export levels in 1965 arid 1980, Trade orienta

tion index, share of manufactured exports in GDP in 

1962 and 1980, share of manufacturing value added in· 

GDP (1960 and 1981) and share of manufacturing in cornmo

dity growth (1960 and 1980) are contained in Table 1 • CODESRIA
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Table 1: · ·.A Tvp-oTagy ·at· ·rn·au-stria·l Deve·lopment .. , ............ ,,. .. 

· . Trade · Share of;' SGïre of. Share of rnany agtua;ind Relative Orientation rnanufactured va ue -a de rnanufacturing i1, 
GNP per ~e~ôrt ·1eve 1 Indexa exports2n GDP in GDP · corrrnodi ty Gro.vtl capita - - - ··- - - - --·---Economy. 198·0 · ·1·96-S · l980 · · ·196-S · · ·1·9 8·o· · · ·19·6·2· · · · ·19'.8·o · • • ·1·9"6·0- · · · ·1·9·8·1· ·1·96 0-19"8 0 

Large a.itward , .. primary .... oriented 

Indonesia 470 80 270 7 22 0 1 9 12 30 · 
Nigeria 990 207 171c 24 49C 1 ·o 5 6 28 
Iran, I.R. 2,270 129 210c 35 89 1 0 11 11. 42 

Snall ' 
Sri I.ankaa 270 309 216 .... 2 -37 1 5 15 16 38 
Ll.beria 520 151 155 12 24 2 2 4 8 17 

1Hondurai;;d 640 109 143 21 20 0 4 12 16 40 
ûmieroond 740 124 141 17 29 1 1 10 8 40 
Papua New Guinead 820 57 109c 14 33C l 4 4 9 
!Cote. d' Ivoired 1,200 147 141c 32 le 0 3 7 12 47 
IEcuador 1,470 77 95 · 34 54 0 1 16 11 46 
·~laysiad 1,650 211 217 17 2 2 10 9 21 48 
oAlgeria 2,100 90 118. 24 31 1 0 8 11 38 
Iraq 3,000 155 2Q8C 50 62 0 0 10 6 26 
•Venezuela -3,800 134 122 39 33 2 1 11 15 80 

Inward-Oriented 
I..arqe manufacturing 
India 240 62 120 -115 -118 2 3 14 17 37 
!China 290 - - - - - - 26 37 72 
M?akistan 310 · 70 82 -54 -69 2 5 12 17: 41 
Large, primary 
,Cblombia 1,280 53 72 11 23 0 3 17 21 49 
furkey 1,310 40 37 25 8 0 2 13 22 55 
r?rrgentina 1,980 ·46 32 33 29 0 1 32 25 . 79 
·YJexico 2,620 50 22c 25 14c 1 2 19 22 75 CODESRIA
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Table 1 contd. . .,, ~J~·· ,, . 

Sna.11 

Polivia 760 85 8ff 26 43c 1 l 15 14 46 
1 

24 Nicaragua 790 80 67 17 1 3 16 26 53 
1 

Quatemala 1,080 77 88 10 5 1 5 13 18 47 
1 

Peru 1,120 62 84 28 -15 0 3 24 28 67 
1 

D:minican Republic 1,160 56 61 31 12 0 3 17 16 51 
43 35C 16 

1 

Paraguay 1,360 27 1 1 17 17 41 
1 

Syria 1,510 54 67C 20 43c l 1 21 12 36 
1 

Chi.le 2,400 57 69 46 40 0 ~ 21 '22 60 
Uruqua 3,540 53 28 47 -4 0 4 21 22 71 

Balanced 

large 
Egypt, A.R. 580 105 138 -25 22 2, 2 18 8 48 
Thailand 710 90 132 7 -11 1 6 16 20 53 
Philippines 730 103 111 8 -27 1 6 20 25 52 
&azil 2,000 120 58 30 -6 0 5 26 27 82 
Spain 5,600 40 57 4 -29 .1 7 26,, 24 85 

Sna.11 
El Salvador 740 112 137 2 -21 2 11 14 14 53 
J.l.'.brocco 950 70 57 1 -42 1 3 16 18 59 
Tunisia 1,370 62 105 -1 -10 1 9 8 14 41 
Costa Rica 2,050 59 56 6 -11 2 8 14 19 63 
Greeœ 4,300 22 35 27 -16 1 5 16 19 71 
Ireland 5,100 96 125 l -33 7 27 17 23 66 
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Table 1 contd. 

large 

Korea, Rep. 
9::-ut-.h Africa 
Yugoslavia · 

Sna.11, outward 

Kenya 
Taiwan 
Singaoore 
lbng Kong 

S:na.11, inward 

Jordan 
Fbrtuqal 
Israel 

- Not avai lable 

1,600 
2,670 
3,050 

410 
2,270 
4,500 
5,470 

1,140 
2,460 
4,750 

39 
· 135 

94 

148 

314 
218 

soc 
85 
41 

157 
186 
. 75 

108 

378 
220 

55 
76 
GZ 

29 

Industry-orient.ed 

-96 -112 
-18 -71 
--74 -57 

-20 -30 

-26 -36 
-113 -94 

-21c -18 
-84 -78 
-66 -80 

1 
7 
6 

" L. 

49 

l 
7 
8 

23 
.26 
10 

..., 
.J 

66 

6 
14 
23 

14 
21 
29 

9 
22 
12 
22 

12 
22 
23 

29 
23 
25 

' 

13 
40 
30' 
23 

14 
30 
23 

a. Indicates the predaninance of prirnary of manufactured gocds in rnercrandise export_s, with positive values 
reflecting a primary and negative rnanufacturing orientation. · 

b. Tenœd "industry index" in our earlier works. 

c. 1975 
d. Agircultural exporters. 

Sourœs: Mosœ Syrquin and Hollis Chenery (1989) - "Three I:Bcades of Industrialization" 
in The hbrld Bank Economie Review Vol. 3, No. 2, May 1989. 

Calculations based on data fran the World Pa.nk. 

79 

63 

48 
90 
96 

100 

46 
95 
77 
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UNIDO (1985) reports on Industrialization and 

development estimated the shàre of manufacturing (in 

terms of value added) in the GDP of several countries 

for 1975, 1980 and 1981. The reports showed that 

Nigeria experienced a decline in GDP arising from a 

weak manufacturing base which was not export oriented 

and was dependent· on external influence~; Though there 

were remarkable increases in contributions of manufac

turing to GDP, it was found less than significant when 

compared wi th other advanced coun tries. For inst.ance, 

the share of manufacturing in th.e GDP for 19.75, 1980 

and 1981 were 5.4%, 5.4% and 6.1% respectively. Compa~ · 

rat_ively, the share of maJ.?Ufactu_ring in GDP for Singapore · · 

for 1975, 1980, 1981 were 24.5%, 31.1% and 31.9% respec-· 

tively and for India in 1975, 1980 and 1981 was 15.6% 

17.2% and 17.3% respectively. 

FOS (1987) showed that from 1983 to 1988 in Nigeria, 

there we-re noticeable declines in% contribution of 

manufacturing to GDP showing 6.3%, 4.86%, 5.3%, 5.6%, 

4.7% in 1983, 1984, 1985, 1986 and 1987 respecttvely 

Jmable 2). 
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TABLE 2: ·GDP AT ·cuRRENT FACTOR 19?8·-·]:"9·8·7 ·PERCENTAGE DI-STRI"BU'ITON 

1978 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988 

11. Ag:rriculture 15. 00 13. 6,0 13. 3 0 13. 7 0 14.00 17 .• 20 23,. 20 23.80 25. 8Y8 21. 12 20.01 

2·. Live stock 4.00 3.50 3.60 J.90 4. 3 0 6.92 8. 05 7'. 5 8 9.43 7. 85 8.13 
,, 

3~. Forestry 0.90 0.80 o. 7 o· o ... 7'0 0. 7 0 3.48 3-. 2·8 3 .• 29 3,. 67 3•. 01 2.93 

4,. Fishing 5. 90· 4: .. 501 . 4. 6 0 5.00 5-. 50 4 .17 3.41 2'. 13 2 • 3,hi l. 96 2. 0:0 
i 

5. Crude Pet:rroleum 22-. 50· 26. 2'0 24.80 18.60 14 ;9:('I 15 .17 15.63 15. 97 11. l~ 2·8-.14 2'2.29 

6. Minir,i.g and Qua1:rying 2. 50 2. 2-0 2.00 2.10 2. 5 0 0. 6 ~- 0.32 0.36 0.34 0.28 0,. 3,1 

T.· Mar:1ufacturing 5.30 5.10 5-. 40 6.10 6. 5,0 6. 26 4,. 06, 5;. 36 5.60" 4.70 6. 23 

8;. Uti1ities 0.40 0.40 0. 5 0 o. 6·0 0. 6 0 .0. 6 3 0.54 O·. 53 0.52 0.41 o. 7'1 

9. Building & Construction 9.10 8.00 8. 50 9. 2·0· 8. 4·0 . 3. 06 1.33 1.60 1. 59 1.28 l. 44 

10. Transport 3.40 3.50 3-. 90 4:. 7,0 4. 6 0 3.82 3.45 4.}5 . 4. 24 4.34 5.63 

11 •. Communications 0. 2 0 0.20 0.20 0. 2·0 0. 2·0 0. li6 0.15 o·.14 0.14 0.10 0.14 

12'. Wholesale Si Retail 
Trade 20.90 21.90 22.20 24.10 26.00 2·8. 45 27.41 26. 5,1 -25.72 19.74 22. 01 

13. Hotels & Restaurants 0.20 0.20 0. 2 0 0.30 0. 3 0 0. 3 8. o·. 29 0.29 (). 2 8 0.22 0.22 

14. Finance & Insurance 2.40 2.20 2.20 2.40 2.70 2. 04 1.79 1. 74 1. 92 1.55 2.40 

15·. Real Estates and 
Busïness Services 0.30 0. 3.0 0. 3 0 o .• 3 0 .o. 3 0 O. 3 0 0.28 0.28 0.28 0.22 0. 25. 

16:. Housing -3.30 3.00 ·3.00 3 .. 20 3 .3 0 2.47 2.46 3 .16 · 3. 22 2.16 2.43 

171. Producer of Government 
Services · 4. 6 0. 4·. "4 0- · · ·4". 6 0 · · ·4 .·s-o· · · s· .-2-0· - . "4·. ·7"9· · · ·L_!: .-3·1 · · · · ·3·. -72 · · 3·. 6·7 · ·2 .-92· 2·. 87 

10 0. 00. 1.0 o .• 0 0 100. 00 1.00. . o.r _1cr._oc_ : · 1.0.0 ._() (, .1.0.0 .•. 00_ ... l.C.0_."0.0. ... 10 0. 0.0 . 100.GG 100. 0.0 

· Source: Federal Office of Sta ti st:.ics, Lagos Economie and Statistical Reviews 1982-1988. 
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Leff and Neto (1966) also constructed a sequential 

model to show the National Income and Balance of Payments 

effects of an ISI programme~ This was applied to Brazil 

and results showed that at the end of the sequences 

despite massive ISI policies and foreign capital inflows, 

the Balance of Payments (B.C.P) deficits was larger 

than at the begining of the sequence i.e .. the very 

success of ISI in creating National Income aggravates 

the foreign Exchange constraint. This observations could 

be likened to the Nigerian situation whose Balance of 

Payments crises which had started and persisted in 1976 

deteriorated frorn 1977 - 78 onwards. This was because 

Nigeria's agriculture and industry had weak.foundations 

and hence were vulnerable to debilî tating external 

impulses. During the oil boom, inflation was high and 

fuelled by a number of factors. Similarly because of 

the strong Balance of Payments. position during this oil 

boom period inflation was accompanied by a gradual 

appreciation of the Naira resulting in 

(a) higher cost of production in ISI sectors relative 

to foreign goods 

, 
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(b) problem of Excess Demand over supply manifested 

itself in imports of Raw materials e.g. 1976, 

imports of raw materials stood at Nl,094.1 million 

and by 1982 increased to N2,536 million, an over 

1,000% increase within a five year period. 

The failure of the ISI process in Nigeria is 

further buttresseq. by the fact that the share of expen

diture on imports of capital goods and Raw materïals 

has not been rising as the value of consumer imports 

declines. 

Central Bank Economie and Financial Review (1982) 

revealed that, in 1974, total import of consumer goods,. · 

capital goods plus raw materials amounted to N492.2 

million and Nl,205.5 million respectively, a ratio of 

2:5 in faveur of capital goods plus Raw materiàls. By 

1981, the gap narrowed down to 4 :5 that is N5555. 9 , 1 

million was spent on consumer goods while N6,667.3 

·million financed import of capital goods plus raw 

materials, implying increased dependence on consumer 

imports and lack of progress towards self reliance. 

The failure of ISI as an industrialisation strategy 

has led Nigeria and many other developing countries to 

explore new methods of industrialization which would be 
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more inward looking, self-reliant and appropriate to 

the technological, financial, human and natural resource 

endowrnents of their respective countries. Hence the 

strategy .in the '80's changed frorn ISI to Export-led 

industrialization techniques. Small Scale Industriali

zation.alternatives as practised in India, Singapore, 

South Korea, Taiwan, China etc. These forms of Small 

scale Industries· usually start with the developrnent 

and upgrading of such technologists as pre-harvest 

technologies (e.g. tools and equipments), post harvest 

technologies for processing, prèservation storage and 

low cost transport for marketing of agricultural produce 

and Small to Medium scale enterprises for producing 

consumer goods. 

2.2 Srnall Scale Industries: Sorne conceptual Clarifications 

The diversity in conc.ept of SSI is exemplified by 

a study carried out on Small Scale Industries in 75· 

countries by the Georgia Institute of Technology, in 

which over 5 different definitions were compiled. Thus 

there is no universally accepted definit~on of Small 

Scale Industries. The problem with most of the single 

variable definition is that they are inflexible and 

, 
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arbitrary in classifying these enterprises. If project 

cost, cost of capital or turnover is used, the defini-· 

tion may become irrelevant in later years due to global 

inflation. 

Sorne definitions appear·accepted for some countries. 

For, Egypt, Israel and Italy, the United Nations report 

on the development· of producing industries in these 

countries defined Small Scale Industries as organisa

tions employing ten or more persons. 

·In Great Bri tain, Small Scale In.dus tries include · 

those with an annual turnover of 2 million or less 

and with less than 200 paid employees. This definition. ·. 

makes no reference to capital Investment. 

In Indonesia, they refer to those employing less· 

than 10 full-time workers while to the Japanese and 

Americans, they are those industries employing between 

3_00 and 500 workers. For countries like Japan, India, 

Phillipines,Korea etc there are really no distinctions 

between a Small and a Medium sized industry. The Small 

Busïness Administration (SBA) in the U.S.A. defines 

small Scale Industries . by its loan purpose and nature 

of. services. For the purpose of assistance from the 
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Small Business Investment Companies (SBICS), an enter

prise must have assets not in excess of $9 million, 

networth of not more than $4 million and Net Profit 

after Tax not exceeding $400,000. 

The definition of Small Scale Industry in Nigeria 

are as varied as they are Internationally. According 

to the Central Bank of Nigeria's (CBN) Credit Guidelines, 

a Small Scale Industry is any manufacturing or service 

enterprise whose annual business turnover, does not 

exceed N500,000. By March 19 85 the CBN adopted another 

credit ceiling which was imposed.on the Agricultural 

Credit Guarantee Scheme (ACGS) at not more than Nl million 

(One million Naira). 

In another redefinition, for Merchant·Bank lendings, 

the CBN defined SSI as those with capital investrnent 

not more than N2 million (excluding cost of land) or 

maximum turnover of N5 million. 

On the other !+and, the L·agos State Ministry of 

Trade and Industry and most state Governments in Nigeria· 

define Small Scale Industries as manufacturing industries 

with a total capital investment of up to Nl50,000 

(excluding the cost of land and buildings and paid 

employees of up to 10 persans. Such enterprises are 

, 
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expected to be wholly Nigerian. The Federal Minsitry 

of Industries on the other hand· adopted a definition 

of value of installed fixed capital. Such values are 

not static but subject to the prevailing obiectives of 

government public policy. in 1972, it was fixed at 

N60,000, 1975 Nl00,000 and by 1979 it has increased to 

N200,000. By 1989, the figuie had reached N500,000 

. (exclusive of buildings). 

NISER (1987) study defined Small Scale Industries 

-as those establishments engaged in production (manufac

turing) or semi-production or repair - type activities 

employing a maximum of 50 persons or with a maximum 

c~pital· of Nl50,000 •. HowPver, we will ~dopt both the 

Federal Minsitry of Industries (1989) and_NISER (1987) 

aefinitioris as a working definition in this study. 

Small Scale Industries would then include those 

industries with installed fixed capital of not more 

than N500,000 and engaged in production (manufacturing)·· 

or semi-production or repair type activities employing 

a maximum of 50 persons. 

2.3 Strategies and Options for the Development 

and Finance of Small Scale Industries 

Strategies for the accelerated growth and finance 

of Small .Scple Industries are multi-varied, but could 

be broadly grouped (1) Employment - oriented Model and 

(2) Laissez-faire models. 

CODESRIA
 - L

IB
RARY



38 

These two models underline the success or failure 

of Srnall Scale Industries in the countries of Asia, 

e.g. India, Phillipines, Indonesia, Malaysia, Bangladesh, 

Thailand, South Korea and Hong Kong. 

Employment-Oriented Model: In th_is model , Small Scale 

Industries are usually bestowed with Institutional 

favours-in Marketing, Financing, Technical Training and 

supply of Raw Materials and certain basic facilities 

up to factory accommodation. Most of·these assis-

tances and services are free or heavily subsidised. 

According to World Bank report (1979), the govern

ment of India believed that Small Scale Industries 

provide immediate large scale employment, offer a method 

of more equitable distribution of National Income and 

facilitate an effective mobilisation of resources of 

capital and skill which might otherwise remain unu tili-

sed. India regarded promotion of Small Scale Industries 

as a significant component of its industrial policy to 

develop the country and to promote employment. The 

main features of this rnodel include:-

, 
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(i) The establishment of-a special organisation with 

a Development commission to advise, coordinate and 

implement Government Schemes towards the develop-

ment of Small Scale Industries. This special 

organisation include sixty (60) industrial·. 

extension centres, sixteen (16) small Industry 

Institutes. Sorne of the free services provided 

by this organisation include improvements in 

product quality, cost reduction, diversification 

· of production and management and new methods of

sales promotion. 

In areas of financing, special funds for the medium 

and· long term loan for small scale industries were esta

blished through the state Finance Corporation, State 

Small Industry Corporation and National Sma11 Industries 

Corporation. A credit Guarantee Scheme was also esta~ 

_blished through the Reserve bank to provide the sharing 

of possible losses between private lending institutions 

and the government. The government also set up a list 

of items for the.exclusive procurement from small scale 

industries. By 1977 the list reached about two hundred 

and forty one (241) items. 
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- The Government of India also embarked on massive 

Industrial Estate programmes which include the provi

sion of electricity to small factories at subsidised 

rates .. 

Hamzir Yunniz (1979) revealed that in Indonesia 

the main focus is f inancial_ and technical assistance. 

BIPIK is the code name of prin~ipal activities 

which implies Guidance and development of Small Scale 

rndustries. Sorne of these activities include -

training of small scale entrepreneurs, supplying of 

raw materials and machinery; provision of product 

design and quality control, technical and management 

assistance, marketing and promotion and the encourage

ment of sub-contracting with larger factories. 

The major financial assistance programmes include 

. Scheme for loans for plant and Equipment; Loan 

Scheme for working Capital; p_rogramme for financing 

requirement and working capital with a ceiling of 

us $160 only. A working capital programme with a lend

ing ceiling of US $24 for tiny businesses. 

rndonesia Development Fund Corporation·also provides 

development loan for projects up to $160,000 plus 

, 
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technical assistance. Clients with successful records;.with 

previous loans 

tions. 

are often given priority considera-

The Institute of Small Scale Industries, Manilla 

(1979) also revealed that medium and Small Sèale Indus- . 

. tries could also provide one of the answers to economic 

development and full employment in the Phillipines. 

The report stated that the main features of the promo

tional efforts of the Phillipines could be found in (i) 

Commission on Small and Medium industries (CSMI) created. 

under the Ministry of Industries in 1984. The CSMI 

coordinates the existing twleve (12) organisations 

connected with the promotion of ·small Scale Industries. 

It has four major divisions finance assistance, marketing 

technica.L assistances and _manpower training. · It 

also has a Reg ion al consul tancy centre (ORCC) wi th twelve 

(12) Business Advisory centres. Also the Indonesian_ 

Industrial Guaran tee and Loan Fund - providès eighty 

percent (80%) debit guarantee to finance Institute for 

encouraging loans to small and medium industries. In 

depressed areas of the country, this is raised to ninety 

percent (90%). It stipulates a loan period of 3 years 
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for working capital 10 years for fixed capital and 

simple interest rate of 12%. (iii) Insti.tu te of Small 

Scale Industries established in 1969 to provide con

sultancy, training sessions etc. 

Cheng Peng et al (1978) enumerated that the promo

tional efforts of the Malaysian government was through 

a ·coordinating council for development established with 

eleven (11) agency members viz:-

- Federal Industrial Development Authority (FIDA) 

Majlis Amanah Rakyat (MARA) 

- National Productivity Centre (NPC) 

- Standards and Industrial Research Corporation (CGC) 

- Economie Planning Institute (EPI) 

- Treasury, Executive Division of Prime Minister's 

Office 

- Malaysian Industrial Development Finance (MIDF) 

and three Commercial Banks. 

Terms of MARA's loans are often very favourable for 

ex ample, Small loans a.ttracts 5. 5 % irit~rèst ra.te 
. - . , 

whi~e-targe loan.s'attracts 7%. 

, 
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Furthermore, 60% MARA's loans are granted without 

collateral and by 1976, three thousand and twenty-seven, 

(3,027) Small Scale Industries loans were granted by 

MARA with this accounting for 92.9% of total number of 

loans advanced by this agency. 

Bureau of Business Research (1978) showed th.at 

the main features ~f activities in Bangladesh is the 

establishment of both (i) ~nglade,sh Srrall and Çqttage· Irrlustries 

Corporation (BSCIC) in the Department of Industry and 

(ii) Bangladesh Shilpa Bank (BSB). 

LAISSEZ-FAIRE MODEL 

This model is based on the belief of the efficiency 

of the market forces. Und~r this model, countries that 

applied them have specific measures regarding the promo

tion of the small scale sector, though these measures 

are less "progressive when compared to our earlier 

models". 

Experiences from other countries have shown that 

by and large,market forces of supply and demand and 

cornpetition between enterprieses are -the stronger forces 

affecting the development of small scale industries in 

in those countries _.adopting this model, but the model 

seems to thrive in South Korea and Hong Kong. 
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Recent strategy of South Korea has been clearly 

one of selective promotion. Wi th the exception of _those 

favoured Small Scale Industries, Small Scale Industries . . 

have to pay market costs of finance and other services. 

Korean Federation of Small Business (19 83 ). reported 

.that from 1968 up to the present, the emphasis of the 

government programmes is on the so called Structural 

Modernisation designed to encourage specialisation of 

the small scale sector and sub-contracting between the 

small and large sectors. 

Th_e report revealed that other features· include 

the establishment of specialised industrial estates, 

Industrial.Cooperatives, council· on promotion or pro-· 

curement of small industry products by Government depart

ments, public utilities, Government Investment Corpo-

rations. The Government annually selects hundred (100) 

small factories with good export.growth potentials for 

intensive promotion. 

Each factory is given US $400,000 financial assis

tance to help them to grow into sizeable export units. 

Given the above, the growth · of Small Scale Industries 

has been phenomenal. According to the Bureau, by (1982), 

the Small Scale Industries contributed about 37.4% of 
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total export value of South Korea and· between 1963 -

1976, export value of the sector jumped from US $16 

million to $2,924 million, .yet the nurnber of Small 

factories ·increased by 21.5% only. 

Impact of Small Scale Industries in Selected Sample 

Economies 

As highlighted earlier in this study, Small Scale 

Industries play important roles in the Economie deve

lopment effo~ts of most developing countries including 

Nigeria. 

surveys and researches ;in both developed and. deve-· 

loping economies have generally confirrned that Small 

Scale Industries have a substantial potential for gene

ration -of employment opportuni ties, enhancing the effec

tive mobilisation of capital and ensuring a more equit

able distribution of incorne while engendering economic 

growth. 

The Impact of Small Scale Industries in Nigeria 

had been well docurnented by surveys and' researches by 

UNIFE (now OAU) Industrial Research and Development 

Unit (IRU) 1972 and Nigerian Institute for Social and 

Economie Research (NISER, 1984, 1986). 

, 
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University of Ife (1972) estimated that over 70.% 

of the industrial labour in Nigeria was employed in the 

Small Scale Industries (SS!). And ·· the Federal Office 

of Statistics (1984) put the contribution of Srnall 

scale Industries (SS!) in Manufacturing at about 0.55% 

of Gross Dornestic Product (GDP) per year during the 

1973 to 1984 period. Moreover Srnall Scale Industries 

were found to have contributed 12.5% of aggregate contri

bution of the rnanufacturing industries between 1973 

and 1984. 

In terrns of value-added NISER (1987-) found that 

the ratio of value-added to Gross output is generally 

higher in Small Scale Ind~stries than in Large Scale 

Industries (LSI) reflecting a higher degree of raw 

mate rial processing contrasting wi th "f inishing touches" 

industries prevalent in LSI. Moreover, value added as. 

percentage of Gross Output in the Srnall Scale Industries 

was 70.4% in Textiles, 96% in furniture. For large 

Scale Industries the comparative estirnates was 46% for. 

Textiles, 42% for Rubber and Plastics and 54% for· furni

ture. 

output per capita. was also found to be lower in 

SSI' s than Large Sc ale Industries. Frorn the survey of 
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calculated output per persons in food manufacturing 

industries for Small Scale Industries, NISER (1987) 

reported, N2,142 for SSI's compared to iil'S,566 

in LSI. In textiles, output per person was N6,902 in 

SSI and N28.909 for LSI. The lower Output/Capita. in 

Small Scale In9ustries perhaps reflect the existing 

lower capital/person or the labour intensive meth.ods. 

Since most of the LSI's use capital intensive techno

logy it implies that, while Small Scale Industries 

promote employment, LSI appear to aggravate unemployment. 

A Federal Ministry 6f Industries .(1984/85} natibn·wide 

SSI survey, further revealed the economic potentials 

of the various states in the federation. The survey 

found out that the scope and effectiveness of these 

SSI's have been inhibited by a number of factors which 

include the incentive systems, structure and level of 

trade protection, export promotion efforts, exchange 

rate poli ci es, financial and éredi t policies and conse

quently inadequate capital. 

A World Bank Study on Industrial System (l.983) 

in Nigeria suggested there was an urgent need for a 

restructuring of the incentive system to improve the 

economic efficiency. of industrial production and invest-
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ment. It also suggested that intensified efforts would 

be needed to strearnline the regulatory frame work 

governing industrial investment and systematically 

address the sectors supply-·side constraints. The World 

Bank study revealed that the coordinating mechanisms 

have been weak, granted that there are Federal Ministries 

viz, Industrial Finance and Trade involved in the policy 

process. Bence the study claimed that no single agency 

of the government had t_he analytical capabi li ty to 

monitor the overall impact of the incentive system as 

i t affects the long- term pattern of sector deve·lopment. 

and res·ource allocation and efficiency· in different 

productive activities. 

Chibundu (1987) revealed that in Pakistan, on the 

other hand, the Srnall Scale Industries sector accounts 

for 4.4% of the country's Gross National Product in 

(1982/83) at constant factor cost and 30% of the manu-

facturing value. 

Chibundu (1987) further reported that the Small 

Scale Sector in Pakistan from the 1970' s had annual 

production grow rate of 7.3% higher than those of Large 

Scale Industries which ranged between 2.2% and 3.7% within 

the s arne period. 

, 
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Chibundu in a comparative analysis also showed. 

tl:).at Small and Medium scale Industries in Thailand con~ 

tribute about 52% of industrial output, 80% of employ

ment in Thailand and had 48% -value - added contributions. 

They produce such goods as processed foods, 

gannents, furni ture, construction rnaterials tools and 

equipmen t. They have also con tribu ted s trong ly to the 

experts of processed foods, met~l-. products, wood pro

ducts, plastics and leather goods. 

-In Japan, Small and medium s cale- enterp;rises account 

for about 50% of Japan' s _ex ports and cons.ti tu te the bèd

rock of large assembling industries to which they act 

as a subcontractors. They also contribute positively 

to irnprovernents in standard of living by producing ch·eap 

and high quality goods. 

Problerns and Constraints in Developing Financing of 

Small Scale Industries in Nigeria 

NISER (1987) study on Srnall Scale Industries showed 

that 70% of Srnall Scale Industries obtain th.eir invest-· 

ment funds frorn personal savings. However the structuré 

of financing have gradually been changing in the light 

of present economic situation. Personal savings and 

loans or g ifts which hi therto in NI SER (19 84 )_ survey 
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accounted for about 73% of total sources of capital to 

Small Scale Industries have continued to fall, with 

the marginal propensity to consume out of private 

income going higher and marginal propensity to save 

lower due .to a number of fiscal, monetary and ·trade 

policies insti tuted, by the Federal Government to improve 

the depressed econ_omy. 

It is in realisation of these difficulties that 

the Federal Government established a number of insti

tutions and schemes including the establishment of the 

Nigerian Bank for Commerce and Industry (NBCI) , the 

Small Scale Industries Credit Scheme (SSICS), Nigerian 

Industrial Development Bank (N.I.D.B), and a host of 

individual States' Development Finance Institutions all 

designed to provide soft loans to Small Scale Industria~ 

lists for the improvement, expansion and modernisation· 

of existing Small Scale Industries and for the develop

ment of new viable Small Scale Industries~ 

Development financing however takes various forrns,· 

equi ty capital, medium and long term loans as well as 

short term funding (working capital). While· short term 

funds are used to meet the variable operational needs, 

, 
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narnely raw materials, labour, utilities, the other funds 

go in to the making of f ixed as sets such. as buildings, 

machinery and equipments etc. 

Given that the primary objective of development 

finance Institutions is the promotion of economic deve·

lopment, the factors necessitating their establishment 

in Nigeria are quite obvious. 

These include the problern of low· incarne, low savings 

and hence in adequate investment further complicated 

by lack of entrèpreneurial skills and the inability to 

develop viable projects in to which any avai lable · inves-:-·. 

tible funds could be put. However, DFI~· basically 

provide the necessary long term finance for developmènt 

in a situation of acute shortage of capital while in 

developed countries, they are mainly to broaden the exis

ting sources of funds. 

DFI s therefore emerged in Nigeria and other deve

loping countries to fill a gap in the Financial system 

and actas catalyst in the development process. Apart 

from their inability to provide long term finance needed 

for developmen t pro·j ects, none of the oth.er sources of 

funds could afford the risk of taking equity interest 

in such projects. None of them could also provide th.e 
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the non-financial, technical and managerial assistance 

which is equally indispensable to the success of the 

project.. DPI s have therefore been very significant 

in the existing sources of· funds to Small Scale Indust

ries. 

NISER (1987) studies showed- that ïn terms of volume 

of loans, receiveà Commercial/Development banks accounted 

for 78.64% of total amount of funds to SSI. 

FMI (1982) and NISER (1987) also showed that these 

contributions were not more than 27% of the volume of. 

loans_required by Small Scale Industries. Hence.these 

contributions have remained very low for a number of 

institutional factors. Amao (1987) found that most 

lending institutions fail to adhere to government direc

tives as regards assistance to Small Scale Industries. 

He also revealed that the performance of Commercial 

banks with respect to Central Banks of Nigeria's Credit 

guidelines for lending to Small Scale Industries have 

been disma1. For example he found that from 1983 to 

1985, the CBN directea· the Commercial ·Banks to grant 

16% of their total loans and advances to Small Scale 

Enterprises but they could only grant 3.1%, 3.1% and 3.8% 

in 1983, 1984 and 1985 respectively. 
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This negates the trend in all these countries that 

have succeeded in harnessing the immense potentiàls 

offered for growth and development in Small Scale Indu

stries in e.g. South Korea,. Hongkong, Pakinstan, Indo

nesia, Thàiland, India etc. with a battery of financial 

measures desinged to make funds available to small 

businesses including the establishment of special small 

scale Industries banks. In Nigeria, ~o specific bank 

is designated Small Scale Industries Bank, Assistance 

to Small Scale Industries is made only through the 

N.B.C.I. by the Federal Government and also thro~gh the 

smill Scale Industrial • C~edit ScKemes· (SSICS). · · 

Other Small Scale Industries obtain assistance from 

NIDB, Investment Ho.uses, Merchant Banks, Commercial 

Banks, Non-institutional lenders and the recently World 

Bank assisted NERFUND-SME funds. The extent to which 

the existing DPI s have been able to deal wi th the 

financial problems of SSI's are subjects of this study. 

The more formal sources of finance especially 

the Commercial and Merchant Banks have been unable to 

meet the credi t needs of SSI' s be cause the se in.dus tries 

often cannot meet the stipulated conditions. 
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These banks also contend that these enterprises 

_refuse to explore these formalised sources of credi t · 

owing to the high interest rate applied. However infor

mation on non-institutional lending sectôrs reflect 

that interest rates are even higher than the formal 

sectors, reflecting the real costs of providing credit 

in small amounts. 

Given that the conditions stipulated by the formal 

·institutions for Small Scale Industries to fulfil are 

more stringent e.g. these financial. institutions wa.nt 

the Small Scale Industries to show they possess mana

gement, technical and commercial acumen with adequate 

records and even provide sorne security for the credit 

facilities required, only a few of the Small Scale·· . 

Industries can meet these requirements. Bence there 

is a need for a more detailed ànalysis of the modalities 

for the finance of Small Sc ale Industries to make these 

formal sources of capital,easy and attractive. Where 

these formal sources cannot be relied upon, it raises 

another ps,licy issue of government.. establishing more 

effective and appropriate institutions and schemes or 

r~structur1ng the existing DFI s. 

CODESRIA
 - L

IB
RARY



55 

References to Chapter II 

Aboyade (196.8) 

Bureau of Business -
Research Banladesh 
(1978) 

Cheng Peng et al 
(1978) 

"Industrial location and Develop
men t Policy". The Nigeria Case". 
Nigeria Journal of Economies and 
Social Studies Vol. 10. No.3. 
Nov. 196 8. 

Small Entr.epreneurial Development 
A comparative regional study 
University of Dacca, Bangladesh 
197 8. 

A Study of Small Enterprises. 
University of Malaya, Kuala 
Lumpur, 1979. 

Chibundu E. E. (19 8 7) - "Small Scale Industries and 
National De.velopmen t: Experiences 
from other countries" Proceeding:s 
of the National Conference on 
Small Scale Industries and the 
Development of Nigeria held at 
NISER Feb 22-25, 1987 Ibadan .. 

Federal Office of 
Statistics (1984) 

Nigeria's GDP and Allied Macro
Aggregates. Government Printer 
Lagos 1984. 

Hamzir Yunniz (1979)- Small Industry Development 
~trategy IBRD, .Mimeograoh
World Bank. 1979. 

Ige. C. S. (19 8 7) 

Institute of Small
Scale Industries, 
Manilla (1979) 

"Small Scale Industries in NÎgeria" 
Proceedings of the National 
Conference on Small Scale Indu
stries at NI SER pel;J,. 22-25 19.87. 
Ibadan. · 

~ntrepreneurship and Small 
Enterprise Development in the 
Phillipines. Man.illa 19.7 9. 

, 

CODESRIA
 - L

IB
RARY



56 

Korean Federation 
of Small Busines 
(J,.983) 

NISER (1987) 

UNIDO (1985) 

Syrquin M. and 
Chenery H (1989) 

University of Ife 
(1972) 

World Bank (1979) 

UNIDO (1969) 

Status of the Keréan Small Business. 
Seoul. KFSB. 1983. 

Towards the Development of Small 
Scale Industries in Nigeria. 
Rosprint Press Ltd. Ibadan. 1987. 

Indus trY and Deve lopmen t in th.e 
World Global Report UNIDO. 
Vienna 1985. 

"Three Decades of Industri·alization". 
in The World Bank Economie Review .. 
Vol.3 No.2 1989 •. 

Survey of Small sCale Industries 
in Ni1eria Industrial Research 
Uni tIRU) . Uni.versi ty of Ife,. 
Ife-Ife 1972. 

"Small En trepreneurial · Developmen t 
in some Asian Countries". · 
~ight and Life. New Delhi 1979 

"Inël.ustrialization of Developing· 
Countries Problems and Prospect_s ~·, 
UNIDO Monographs on Industrial · · 
Developrnent No 11, New York, 1969. 

CODESRIA
 - L

IB
RARY



57 

CHAPTER THREE 

THEORETICAL FRAMEWORK AND METHODOLOGY 

In the literature on Microeconomics, the theory 

of production and theory of capital have been loosely 

linked. Recent moves have been made towards gradual 

integration of these bodies of theories, especially 

the incorporation of theories of finance and money 

capital usage into the theory of prod~ction and invest

ment. 

Earlier works in this regard especially in 

linking production - capital analysis include thqse 

of Smithies (1935), Lange (1936), Carlson (1939), 

Makower and Baumol (1950) Gabor and Pearce (1952 and. 

1958), Lachman (1956), Smith (1959) and l9ql) and 

Douglas Vickers (1968). However, the works of Smith 

(1959, 1961) an~ Vickers, D (1968) provided modalities 

for the confluence of the theories of production and 

capital. 

The traditional economists production function 

has been known to describe the technological relation

ships existing between different amounts and combina

tions of factor inputs per unit of time and the 

possible output of production during the same time period . 

. 1 

\ ~ 
; 

, 
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This production function can be expressed as 

Q = f (x, Y ....•. ) where Q is the quanti ty of outp.:it 

x1 Y= indicate different factor input~ 

Arguments or attacks on this traditional production 

function include the following: 

that the definition of the production function 

given that X, Y indicating different factor inputs 

could also be interpreted as units of factor services; 

whether money capital is to be regarded as a 
. . 

factor of production. Various attempts at integrating 

çapital t_heory and production theory have· floundered 

wherever the approach attempts to recognise money 

capital as a factor of prodaction •. Infact all that 

capital theory does is to add capital funds to the 

list of productive factors, and interests and dividend 

payments to the list of cost items. 

The third argument is in the inte.rpretation of 

the concept of capital. Should capital be regarded as 

a sum of money or the total value of assets? 

According to Vickers (1968), the·terms on which 

sources of capital funds are available at the margin 

of requirements will depend on the structure of sources 

already in use and it is therefore preferable to 
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consider the Total Investment of capital particularly 

:the owners equity and the returns available toit 

depending on the total ~tructure and income generating 

ability of the business. Rather than regard money 

capital as a factor of production, he argued the 

.availability of money capital should be regarded as a 

constraint within the context of which the- firms real 

resources are acquired and optimisation decisions made. 

Further arguments noted that the earlier Neo

classical theories did not specify clearly ·the diffe

rentials between the fixed services .and· the·variable 

services of input. Solutions to such arguments were 

provided by· Smith (1959, ~961) and Vickers (1968). 

In the works by Vickers, he employed the production 

function. 

Q = f(X1Y .... ) where X refers to a variable·or 

low durability input and Y
1 

unit of durable fixed 

input capacity. 

The use of a unit of capacity here recognises 

the faèt that a unit of capacity may infact be pro

vided in more than one physical form associated with 

actual durable equipments of different expected 
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economic lives and capital outlay costs. He also 

contended that the transformation from the production 

to the cost function can be made by taking the flow 

cost of units of X and Y and x1 and Y2 respectively. 

From all these relationships, economic theory 

became integrated with the financial statements con

cepts by specifying the flow costs of units of factors 

X ·and Y as in the production function, specifyi°ng 

-money ·capital requirements function and the associated 

money capital supply function. 

Given the productîon function 

Q = f(X1 Y .... and money capital requirements 

coefficients of _a1 p relative to the employment of 

a unit of x
1

, Y
1

, a Partial Money capital requirernent 

function can be specified as K 1 = ax
1 

+ BY 
1 

. . . . ( 2) 

This does not take account of what is net working 

capital requirernent. 

W = f(EPi Qi) where the index represents a 

summation over all products or 

w = g (Q) 

A mo~e complete money reguirements can ·tnen be 

specified a_s: 

(3) 
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K2 = g(f(X1 Y) + aX + SY- .... (4) 

From the money capital requirements, we can say that 

M = K + D (St 

where K is the equity capital and D the debt capital. 

i.e. Money 
Capital· = Equity. 

Capital + Debt 
Capital 

From here,Vicker's specified the Money capital avail

ability constraints as: 

g(Q) + aX + SY S ~ + D •••• (6) 

Therefore for maximisation of profit, he derived the 

profit function of the form: 

.i = P (Q) Q - y1 X - y~Y - r(D) D.... (7) 

From the above relationship, the money capi~al require

ment function.and Money Capital availability constraint 

can be combined ·to specify a fuller form of the Money 

Capital availability constraint incorporated in the 

model i.e. 

-g(Q) + aX + SY~ K + D 

Using the Lagrangian multiplier method a CONSTRAINED 

OPTIMISATION MODEL with a constrained objective function 
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was specified as below:-

P = P(Q) f(X1Y) - ylx, - YzY - r (D) o 

+ µ(K + o·- g(Q) - ax ~ SY) 

Given that the money capital requirement and money 

capital supply funttions have been specified as con

straints in a constrained optimisation modelas enume

rated by Vickers (1968), there is a need to incorporate 

. or link the theory of capital wi th decision and inves·t.:... 

ment expenditure at the microeconomic level given the 

control role of investment decisions in determinining 

a firm's success or failur~, grow~h and general 

development. 

At the macroeconomic level, the determinants of 

investment expenditure have been thoroughly studied 

but much less at the level of individual firms or 

1ndustries .. This arose probably because of earlier 

emphasis placed in the early theory of the firm on 

the determination of prices, the role- of market 

structure and the price mechanism in determining ~he 

allocation of· resources. Hence, investment expendi

ture was only used where it was desirabie to establish 
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a particular short-run average cost curve in order to 

attain the profit maximising point on the long run 

average cost curves. 

This situation is gradually changing with more 

emphasis being placed on the determinànts of invest

ment at a more micro-economic level, the nature of 

investment decision process, and the impact of govern

ment policy on investment. This ha·s · arisen for two 

reasons, (1) the understanding and requirement for a 

long-term ba.lanced growth thrôugh a firm' s investment 

expenditure and (2) the difficulties and inconclusive

ness of empirical tests of macroeconomic investment 

function. 

Given the above, it is pertinent to took at the 

various theoretical positions adduced for the determi

nants of investment expenditure especially with regards 

to demand and supply condition 

Demand and Supply Factors. 

The Neoclassical Approach to Investment Expendi

ture Demand exemplified by Jorgenson's theory which 

presumes that factors prices and ratios are flexible 

, 
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while all markets are measured perfect.· Therefore 

·the necessary condition for an optimum capital stock 

is that the additional çost of increasing the capital 

stock must equal the adàitional revenue generated. 

i.e. cdk = pdQ 

dQ :::: C 

dk p 

_Introducing a Cobb-Douglas production function 

. d·~· 

dk 

C 

p 

Q 

a: -1 = a: AI< 

= a:Q/K 

= a: g 
k = 

B 
L 

22 
Deriveà Capital Stock= K = 0 c 

This theory therefore indicate 

( 2) 

output, Q· and 

P/C; the relative price of output to capital services. 

This model of investnent expenditure determinant 

has been modified into a 3eneral neoclassical approach· 

as: 

• 

, 

CODESRIA
 - L

IB
RARY



65 

* K = f(Q, P/C) .•• (3) 

which may in some cases inqlude the price of labour 

relative to capital and output prices. 

This approach suffers sorne defect.which are 

discussèd below: 

Firstly it ignored the tL~ing relationships in invest

rnent expenditure given that investment is an extended 

process, in which case there could be time lags between 

periods of decisions to invest and actual investment; 

and commencement of investment and its. cornpletion. 

It is also conceivable that desired capital stock 

often has some relationships with past inv~stment 

decision capital stock. Hence, the desired capital 

stock becornes a function of one or more past value .of 

ind~pendent variables as shown below: 

* 
Kt = X(Àl Qt + À2 Qt-1 + X3 Qt-2 (.4) 

which may be constrained to be a geometric progression 

(.5) 

, 
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In order to reduce the problems of multicollinearity 

or inappropriate weightings, the equation can be 

subjected to Koyck transformation in which case it 

becomes: 

( 6) 

which becomes:. 

ÀKt-l = Œ(l - À) (7) 

for period t-1, and multiplying by À 

Substracting equ. (7) from (6) we have 

(_8 )_. 

Applying greater weights to one or more terms; the 

above Koyck formulation becomes: 

= 

2 
+ À Qt-4 ) 

, 

i 
1 i 
t ~ 
t ' 
,, 
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Deterrninant of Investment Expenditure supply rnodels 

often concentrated on the role of int.erest rate 

ignoring the significance of equity financing and 
. . 

infact the availability of funds. Greater conside-

ration is however being focused on equity yield as 

a component of the cost of funds, valuation of 

cornpanies and profits, anj the flow of internally 

generated revenue. 

Capital Stock Adjustrnent !'1odel of Investrnent. 

The basis of rnost works is the flexible accele

rator rnodel It = S(K - ~t-l) while B = speed of 

adjustment coefficient also introduces the fact that 

capacity utilisation is one of the significant deter

minants of investment expenditure and the basic model. 

is given as 

If ais constant over tirne, capital intime t-1, 

was optimal and full adjustment occurs in one period-
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i.e.B = 1 giving us the crude Accelerator Model of 

Investment. 

= 

and 

From the above a lot of difficulties would be 

encountered in specifying determinants of investments 

since the above models are not exhaustive in them

selves while some are practically deficient. The 

situation is further compounded by the complexity of 

the investment process, the mU:ltiplicit.y of potential 

determinants, the significance of expectations and 

timing of the adjustment process. All the above 

theoretical models have tried to explain the determi

nants of Net Investment. To obtain Gross or Total 

Investment expenditure requires the incorporation of 

replacement investment, which allow the .basic accele

rator model. 

1 

1 ] 
~ : 
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and with provision for depreciation 

It + la - 1) Kt.l 

Evidence from empirical studies on which of 

these determinants is most important in explaining 

investment behaviour eut across the world, from the 

U.K. to the U.S.A. some of which are highlighted 

·below. As enumerated above, early theories .viewed 

interest rates as prime determinants of investment 

expenditure. However by 1950's and ·1960's the empha

sis changed from interest rates to (a) changes in 

demand and (b) changes in· capacity utilisation since 

empirical studies showed that interest rates were 

less significant. 

According to P.W.S. Andrews (.1940)_, the Oxford 

Economists Research Group in late 1930 '· s did some 

empirical work in the U.K. and found that short-term 

interest rates were unimportant in influencing fixed 

or stock investments. This was conf irmed by .Radcliffe 

(.19.5 9) . 
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Andrews and Burner (.l952) working on u.s. investments 

·found that cost of funds had little impact but the 

avàilability was potentially important. 

Empirical studies by Mack (l941), Heller et. al. 

(1950) de-Chazeau (.l954) and Eisner (1957) found 

depreciation, cash flow or liquidity consideration 

to have an impact,further emphasising the effects of 

funds availability. They nearly all found support 

for a sales or capacity based model. 

In summary, there was considerable support for 

the view that expected demand was _crucial, availa

bility of finance of some significance, while cost of 

funds was virtually ins±gnificant. Further Econo

metric Studies by Manner (1954), Kisselgorf and 

Modigliani (195Jl, R. Gordon (1955) found strong sales 

.effect, with the capacity utilisation effect,stronger 

than the pure sales effect. The general lack· of 

significance of interest rates variables were also 

noticed. 

conflicting evidence also occured with respect 

to availability of funds particularly, in±ernal funds 

wi°th Klein (1950), Meyer ·and Kuh (.196:t'.j°) fi:nding 

CODESRIA
 - L

IB
RARY



71 

Internal Cash flow important, while others such as 

Grunfeld (1960), Taitel (1941) rejecting such carre

la tions •. 

A lot of explanations have been adduced for the 

smaller or insignificant impact of interest rates 

some of which include the problems of uncertainty 

about the future which makes the internal rate of 

~eturn· highly uncertain and thereby making small 

fluctuations. in interest rates have little impact1 

use of unsophisticated investmen_t decision procedures 

which often makes comparisons of project returns with 

cost of fund impossible etc. The reasons are not 

exhaustive. What all the above reasons suggest.-: is 

that enterpreneurs simply ignore the cost of funds 

for one reason or the other. 

some other e~onomists and researchers like 

Richardson (1964). and Yarrow (1976) still argued that 

the cost of funds is important but for various reasons, 

its impact is particularly bard to isolate. 

Eisner (19571 also believed that, all other 

variables which are taken into consideration when 

, 
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investrnent decisions are taken thernselves often re

flect the cost of funds. He contended that higher 

interest rates rnay well squeeze cash-flow and lower 

net profits, and if these (cash flow and net-profits) 

influence investrnent decisions, then the cost of 

funds rnay also have an impact.. Other objections 

raised to these eariier studies include that: 

(1) Econornetric tests do not recognise the fact that 

investrnent being a function of change ·in demand would 

also in theory be dependent on changes in rather than 

levels of, the cost of funds either rneasured in 

interest rates, equity yields etc. 

(2) the use of different sources of funds at different 

times is likely to rnake the investment-interest rate 

relation vary over time and hence difficult to identify 

econometrically; giving rise to a "bifurcation" hypo.

thesis that the cost of funds might be important in 

the boom when external funds are used but not in the 

recession. 

(3). tha t as the economy expands, investrnent r ises 

because of demand effects which ultirnately leads to a 
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high dernand for investrnent funds and consequently will 

cause interesr rates to rise. 

Further studies by Kuh· (1967) on electric rnodels 

in which both supply and dernand aspects were incorpor

ated, found that both capacity and cost of funds 

variables were sirnultaneously important while in 

general, liquidity and interest rate variables were 

less significant than capacity and sales variables in 

Evans (1967) study. Anderson (1964) a~d Resek R.W. 

(1966) econornetric studies revealed that in so far as 

data perrnits,dernand variables, cost of·funds variables, 

expectational and adjustrnent factors are all signifi-· 

cant. Latest efforts at resolving these problerns and 

contradictions was again spearheaded by Jorgensen, 

using his neo-classical approach, which by ignoring 

taxation, the price of capital services, is the cost 

of depreciation and the cost o~ capital funds appro

priate to the capital goods supplying these services. 

= 

where C = q(o + r) q = price of capital good s. 

rewritnèn as C = q(o + r- 9-)0 = rate of depreciation 
q 

, 
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r = cost of capital measured by rate. 

of return~ 

where r. 

where 

there are capital gains 

Gross Investment 

function = 

This model incorporates. the measure of. the cost of 

funds, the price and volumes of output, price of 

capital goods. The cost of other inputs is indirectly 

included in that a change in them changes the factor-

price ratio. This model has been tested by Jorgensen 

and Siebert (1968), Jorgensen and Stephenson (1967) 

Elliot (1973), Coen (1969), Elliot and Coen reworking 

Jorgensen's analysis criticised the neoclassical 

approach for restricting the elasticity of demand for. 

capital with respect toits price to equal the elas

ticity of substitution, implying unitary elasticity, 

inconsistencies and the fact that using a CES produc

tion function would give better results. Despite these 
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large amounts of research on the determinants of 

investment expenditure, the results have not been 

entirely satisfactory giving the arguments and counter 

arguments ·based on empirical evidences. Evidence of 

impact or different determinants vary considerably, 

predictions much weaker than data fitting, while 

expectations are difficult to incorpo;ate, the lags 

involved complicated estimation, while econometric 

problems abound. However, reasonable evidence abound 

that expected capacity utilisation, cost and avail

ability of different sources of funds,. sales and price 

of output all have identifiable effects on investments. 

Methodology 

The theoretical debates on the determinants of 

investment expenditure decision have shown that other 

factors besides the cost of funds have identifiable 

effects on investment decisions. Bence, the basis 

of this thesis is to test the validity of these hypo

thesis especially with regards to Small Scale Indus

tries in Nigeria. 

More specifically, this thesis tries to analyse 

, 
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the impact of development finance institutions on 

start-up capital, working capital, capital for Ex

pansion and Total Gross Investments expenditure of 

Small Scale Industries in Nigeria. 

The present study however deviates from existing 

empirical work on Small Scale Industries in Nigeria, 

by concentrating on the structure of finance to Small 

Scale Industries, given that earlier s~udies and 

surveys had concentrated on shortage of capital 

perse and as·a component of their investigation, with-

out breaking it dowri into its component . parts~ 

The believe in this study is that apart from knowing 

which of the determinants are significant in invest

ment expenditure, it is also concerned with.which 

determinant is significant in the constituent invest

ment expenditure viz- start-up., working capital, 

expansion, and total Gross Investment as well as 

f inding out the significant de·terminants of availa

bility of funds and requirement for funds. 

The study was conceived to make a distinction 

between periods when there were no DFI's and periods 

, 
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when they carne into existence. However, data collec

tion problerns necessitated a reconsideration and use 

of a cross-sectional analysis. However, the present 

study perrnits an analysis of the substitutability 

between DFI's, Bank and Non-Bank Financial Institutions, 

and other Credit Variables. 

For the purpose of this study, in o"rder to examine 

the. deterrninants of investrnent expenditures, start-up 

costs, worki_ng capital, Expansion costs and Total 

Gross Investrnents have been chosen for analysis.· 

Sirnilarly, based on the ernpirical findings of 

earlier econornists as enurnerated in the theoretical 

frarnework, the analysis also included the ·exarnination 

of the deterrninants of availability of funds and the 

requirernent for funds. 

All these variables have been specified in order 

to enable us to capture the sirnultaneity of these 

decisions. The rnethodology ernployed in this thesis 

is based on the interactions of credit·variables and 

real expenditure variables and hence the following· 

tests are carried out: 

, 
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(1) The first test examined the significance of the. 

determinants of investment expendj,.ture on start-up, 

working capital, expansion and Total Gross Investments 

as well as that of the availability of and requirement 

for funds. 

(2) The second test, examines substitutability between 

various sources of finance for each investment expen-

. di ture. For example a f irm may use i t.s retained 

profits rather than borrowing from ~anks or·may make 

arrangements fo~ trade credits instead of going for 

overdrafts for working capital. 

The methodology employed for this ·test is similar · 

to that of Cohen (1968). It consists of gradually ·· 

broadening the definition of the financial variables 

in the investment equations. by substitution of key 

credit variable to see whether the significance of 

the coefficient and t_he explanatory power of the 

equation improves. An improvement when substituted 

would- imply that Small Scale Industries make use of 

alternative sources of credit from the DFI's. A 

deterioration would imply that the ·new, broader 
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variables includes a type of credit variable which 

is not closely related to the investment variable in 

question. This approach has the advantage of permi

tting an analysis of the substitutability between all 

forms of credit, without the loss of digrees of free

dom that would be entailed in the simultaneous intro

duction of several credit variables in- the estimating 

equation. 

(3) The same-test as above is carried out for the 

total Gross Investments. If total investment shows 

a clear relationship with a particular credit source 

(as indicated by t-values) than doits component 

categories, this can be interpreted as indicating that 

Small Scale Industries depend on a given credit 

variable to finance more than one type of investment. 

Description of the Model and Parameters Estimated 

In order to determine the significance of the 

explanatory variables in the investment expenditure 

four types of investment expenditure have been chosen 

, 
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for analysis. These are investrnents in fixed Assets, 

.working capital (changés· i~ !nventories~.capital for 

Expansion and Total Gross Investrnents. They were all 

chosen·for analysis as decisions to invest in either 

of thern are interdependent and hence it rnay be nece

ssary to capture the sirnultaneity of these investrnent 

decisions. 

The Basic Model, which is econornetric consists of 

six eguations, the first two explaining the deterrni

nants of the availability and reguirernent for funds · 

by Srnall Scale Industries, and the remaining four ex

plaining investrnents in fixed assets (It), changes in 

Inventories·(INVt), Capit~l for _Expansion (Ext) and 

Total. Gross Investrnents (TGit). 

1. Money Capital Requirernent 

M.C.Rt = Fl(ITt, INVt, Ext, TGit, Rt, st, Gt) 

2. Money Capital Availability 

M.C.At = F 2 (KEt, Dt, Mt, Ct .. ) 

3. Investrnent in Fixed Assets 

ITt = Fl:13. (INVt, Ext, TGit, Rt, Mt, st, Ct) 

·1 
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4. Changes in Inventories 

INVt = F4(ITt~ Ext, TGit, Rt, Mt, st, et) 

5. Capital for Expansion 

6. Total Gross Investrnent 

where 

= Investrnents in fixed Assets 

6INVt = Changes in Inventories 

= Capital for Expansion 

TGit = Total Gross Investrnent 

Rt = Interest Cost of Debt 

St = Gross Sales Turnover 

KEt = Equity Capital 

Dt = Debt Capital 

Mt = Maturity of Loan 

The variable Ct represents one of the following para

rneters which are substituteŒ one at a tirne. 

. , 

i 
: i 
' ! ! : 
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BNF 

= 

= 

TLB = 

TDFI = 

TNF = 

NTC = 

82 

T9tal Stock of Accumulated Debts 

Total Liabilities to Bank and Non-Bank 

Financial Institutions 

Total Liabilities to Banks (Commercial) 

Total Liabilities to Development 

F~nance Institutions 

Total Liabilities to Nqn-Bank Financial 

Institutions (Informal Sources) 

Net Trade Credit. 

Forrnally, the relat.ionships between parameters are 

rendered in the following set of equations: 

1. Money Capital Reguirement 

M.C.R. a
0 

+ a 1 ITt +a2~INVt + a 3 Ext + a 4TGit + 

a 5 Rt + a 6St + a 7ct. + Et• 

In ACR = b + bl ln(ITt) + b2 ln ti(INVt) + b3 0 

ln (Ex)~+ b 4 
ln (TGI),trt- b 5 ln (R)_-i:··+ 

b6 ln (stt + b7 ln (C.) t +· Et. 

, 

CODESRIA
 - L

IB
RARY



2. 

3. 

4. 

5. 

83 

Money Capital Availability 

M.C.A. = C + cl KEt+ c2 Dt+ C3 Mt+ c4 Ct + 
0 

ln (MCA) = d t a1 · ln- (K~) + a2 ln (Dt)+ d3 0 

ln (Mt+ a4 ln Ct••• + Et• 

Investments in Fixed Assets 

IT = go + gl filNVt + g2 Ext+ g3 TG1t + g4 Rt+ 

gs Mt+ g6 St+ g7 Ct + Et 

ln (IT) = h
0 

+ h
1 

ln L1( INvt) + h
2 

ln Ext+ h 3 

ln (TGI1; + h 4 ln Rt+ hS ln Mt+ h 6· ln St+ 

h7 ln Ct. + Et• 

Changes in Inventories 

L1INV = jo + j 1 ITt + j 2 Ext+ J3 TG1t+·j4 Rt+ 

jS Mi+ j6 St+ j 7 Ct + Et 

lnl1 ( INV) = k + k o l 
ln (IT.\) + k 2 

ln Ext+ k 3 

ln TGit + k
4 

ln Rt + ks ln Mt+ k6 ln St+ k 7 ln 

Capital for Expansion (Ex) 

Cx = m
0 

+ m1 . ITt + m2 i1INVt + m3 KEt + m4 TGit + 

mS Ri+ m6 Mt + M7 St+ m8 C t + Et• 

Et 

et + Et 

ln ke = n
0 

+ n 1 ln ITt + n 2 lnt1INVt + n 3 ln KEt+ /' 

n 4 ln TGit+ n 5 ln Rt+ n 6 ln Mt+ n 7 _ ln St;+ n 8 ln ct. · 

! 
' 1 
~ : 

, 
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Total Gross Investment (TGI) 

TGI = p
0 

+ pl ITi; + ~ 26INVt+ p 3 EXt+ ~ 4 Rt+ 

P5 Mt+ p6 S + P7 Ct +Et 

ln TGI = q
0 

+ ql ln (ITt)+ q 2 lnll(INVt)+ 

q 3 ln Ext+ q 4 ln Rt + q 5 ln Mt+ q 6 ln 8t + q 7 ln et + Et 

Expected Relationship Between Parameters in the Model 

It is expected that at least one of the credit 

variables would be significant factors in each of the· 

equations estimated. 

It is expected t'hat equations on Money Capital 

Requirements, would have ~loser ~elationships with 

investment expenditures in fixed assets, working 

capital and Total Gross Investments while the Credit 

variables would be significant factors in the money 

capital availability equations. 

KE, D, Mare expected to have positive relation

ship with the availability of capital (MCA), to Small 

Scale Industries. 

Among the credit variables, it is expected. that_ 

TAD. (proxy for total debt), TLB (Banks) and TDFI would 
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contribute significantly to the availability of credit, 

with TDFI having the highest significance. This is 

in conformity with the fact that the sampled area 

have branches of some DFI's e.g. NIDB, NBCI, and State 

Development Finance Institutions. 

For the demand for funds, (MCR) it is expected 

that Expansion Capital (EX), Fixed Asset~ (IT), Working 

Capital (INV), Total Investment (TGI) and Interest 

Rate (R), would be significant determinants of the 

requirements for funds. Most Small Scale Industries 

according to empirical evidence from NISER (1987) study, 

require funds for acquisition of fixed assets, expan

sion of existing capacities and working capital. This 

implicity indicate that TGI, Total Investment expendi

ture would also be significant. 

It is also expected that R would have a negative 

sign in the requirement for funds since the higher 

the interest rates, the lower would be the demand for 

funds by Small Scale Industries. 

It is also expected that Total Gross Investment 

would show a closer relationship with a particular 

credit variable as will be indicated by the t-ratio 

, 
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which may imply that Small Scale Industries depend on· 

DFI's or other.credit variables to finance their 

investment expenditures. · 

However, if -the credit-variables are signifi-· 

cant in the investment equations, it may imply that 

"DFI' s Credit can pe substituted for other· tyi;>es of 

financing institutions' rendering such institutional 

credit faveurs ineffective as a Small Scale Industrial 

policy. 

Among the _credit variables, it is expected that 

Small Scale Industries would source their funds mainly 

from TDFI's since these (Development Finance Institu

tions) by their charter, have concessional terms of .. 

loans. NTC(Net Trade Credit) is also expected to be 

positively related to the requirement for funds. 

For investments in fixed assets, it is expected 

-that Expansion Capital (EX), Gross Sales (S), Total 

Gross Investment (TGI), Inventory changes (INV) would 

have positive signs while the Interest R would be 

negatively signed. 

Investment in fixed assets could be for expansion 
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of existing facilities and hence the expected close 

relationships between IT and Ex. It is also expected 

that Gross Sales and working capital would increase 

as Fixed Asset Investment (IT) is increased, since 

it would definitely necessitate increases in capacity 

utilisation and output. 

Given that irive·stment in fixed assets is a medium 

to long term investment, it is expected that the rate 

of interest (R) (interest cost of debt) would be a 

significant determinant of Investment in fixed assets. 

Among the credit variables, it is expe.cted that medium 

to Long Term investments would be under-taken by DFI's 

and hence it is expected that there will b~ a positive 

relationship betwëen TDFI and investments in fixed 

assets. Others such as commercial banks are expected 

to be negatively related since they often lend on 

short term basis; while Non-Financial Institution 

(TNF) and Net Trade Credit (NTC) are unlikely to be 

able to provide adequate funds for acquisition of 

such assets. 

For changes in inventories (working capital) it 

, 
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is expected Gross Sales (S), Fixed Asset Investment 

(IT), Interest (R) and Expansion Capital (Ex) would 

be positively related for obvious theoretical reasons. 

Any increase in working capital may be related to 

improvement in capacity utilisation or expansion _of 

capacity or investments in fixed assets. While the 

interest cost of debt is expected to be a significant 

determinant of working capital requirement from finan

cial institutions, hence it is expected that R would 

be negatively signed. 

Empirical evidence have often shown·that because 

of high interest rates, small scale industries often 

source their working capit~l from Net Trade Credit 

sources or through ploughed-back profits. Hence it 

is expected that Non~Financial Institution and Net 

Trade Credit would have positive relationships. Given 

that banks prefer short-term loans, it is expe~ted 

that Banks (TLB) would be significant as well as 

Development Financial Institutions (TDFI's). 

In the case of capital for Expansion, (Ex), it 

is expected that Total Gross Investment (TGI), ~nvest

ment in Fixed Assets (IT), Working Capital (INV) would 
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be significant for the same reasons as for the fixed 

asset investrnents. Hence it is expected that TGI, IT, 

INV and S would be positivel°y signed while R would be 

negatively signed and significant in the estirnated 

equations. 

It is also expected that arnong the credit vari"'.". _:o.=-., 

ables, Developrnent Finance Institutions (TDFI) would 

be the rnost significant, contributing more to the 

finance of expansion prograrmues of Srnall Scale Indus

tries. 

Finally, for the total Investment Expenditure it 

is expected that maturity of loan, Gross Sales, Ex

pansion, Fixed Asset Investments, Working Capital and 

Interest would be significant determinants_, all but 

interest rate, being positively signed. Furthermore, 

it is expected that all credit variables would be 

significant credit variables in the total investment 

·expenditure of Srnall Scale Industries, with Development 

Finance Institutions (TDFI) being·expected as the most 

significant. 

, 
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Analytical Proceedure 

The equations in the rnodel have been estirnated 

using the Ordinary Least Square regression technique 

and the performance of each of the equations have been 

evaluat_ed statistically and econornically. The t-ratio~ s. 

Durbin-Watson Statistics, F-ratios and R.2 (coefficient 

of goodness of fit corrected for degrees of treedorn) 

have been presented in the Results. 

Data Requirements and Collection 

The rnodel has been estirnated from data obtained 

frorn a field survey and interviews conducte~ betwe~n·D~cember 

1989 and May 1990 in the South Western Nigeria. 

Relevant data were obtained during the field 

surveys covering Srnall Scale Industries within the 

arrnbit of a pre-deterrnined definition of Srnall Scale 

Industries. Data was also collected by interviews on 

the sources and uses of funds: Credit Policies and 

Operations of Development Finance Institutions opera

ti~g in this· zone particularly the NIDB and the NBCI. 
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The emphasis here was on actual requests for loans, 

disbursernents and repayments. 

Definition of Small Scale Industries 

In the case of the field survey of Small 

Scale Industries for this study only those that met 

the following criteria were enumerated:·- ~hese include 

those industries: 

(a) involved in direct production· and ~emi-production. 

of goods or repair-types or service activities; 

(.b) employing less than fifty employees; 

Cc) without a well defined management structure and/o·r 

specialisation in its management especially in 

Administration,finance, production, maintenance 

and other key functional specialised departments. 

This was used because previous studies 

_°J!ad shown that generally Small Scale. 

Industries in developing countries, including 

Nigeria, do not have the capabiliti~s for such 

specialised management in their operations; 

(d)_ ·with maximum capitalisation of NS00,000 and may be 

registered or unregistered. 

, 
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Survey Design and Data Collection 

The survey covered those.~stablishments defined 

above within the delimited zone (Lagos, Ogun, Ondo, 

Oyo and Bend~l Statesi. 

Description of Frames 

The study followed the selection frame adopted by 

A.M. Osoba et. al. NISER (1987) in·which case two types 

of frames were used for the study: the list frame and 

area 'frame. The list frame was obtained from sources 

which included State Minïstries of Industries, States' 

Industrial Finance Corporations, Investment Corpora

tions (.wi thin the sta tes fn this zone). Federal Office. 

of Statistics, 'NISER Small Scale Research Units, 

The Area frame was obtained from selections from a 

sample of urban towns within these zones. Each zone 

-had two towns with high industrial concentration ratios 

selected and within these towns, areas were selected 

for sampling. Total updating processes were then 

carried in consonance with the pre-determined defini

tion above .. Eence, the sample frame include sainples 
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from the list and area·frames with proper scrutiny to 

ensure there were no duplicat~ons. 

Furthermore, the selection procedure were based 

on the International Standard Industrial Classification 

groupings as the basis for stratification. 

The selection strategy was therefore·aesigned to 

allocate the sample size proportionally to the groups 

or sub-groups and across each state within the zone. 

Proportionality rather than optimum were made in reali

sation of the.obvious advantages that woulà be obtained 

from the several variables of interest with almbst 

equal importance. 

The sample size was then determined based on what 

could be achieved within the· limits of time·, financial 

and human resources for this study. The anticipated 

level of non-response was also considered. Bence, 

120 firms in the samples for each state was thought 

adequate such that in the fin~l analysis at least about 

500 firms samples would have been obtained in the zone 

for the whole analys±s. 

, 
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Survey Instruments 

A questionnaire was drawn up based on the para

meters to be estimated, ensuring that information 

required for a. detailed analysis are incorporated in 

the questions on the questionnaire. The questionnaire 

was then pretested and necessary amendments made before 

the data_ collection commenced. 

Data Collection 

The field work took pl~ce in December 1989/May 

.1990 covering Lagos, Ogun,· Oyo, Ondo and Bendel States 

respectively in that order. A research assistant co

ordinated the field work irr each state with a team of 

enumerators. The enumerators and research assistants 

were given induction sessions and training on madali

ties for obtaining information on the questionnaire 

and gener~l interpretations. The researcher, coordinated 

all activities by supervising each state as often as 

possible within the enumeration period. All these 

were done to ensure the quality of data obtained. In most 

cases, the questionnaires were filled by the enumerators on 
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behà.lf of the entrepreneurs who in- sorne ·cases were not li te

rate enough to cornprehend sorne of the questions or 

those who had no tirne in filling· the ·question, but 

prefered oral interview. Errors detected were correc-

ted or the enurnerators sent back for repeated exer-

cises. The data for the Developrnent Finance Institu-

tions in this state were obtained by the researcher 

personally, and information obtained were designed to 

ànswer the questions on supply and demand for funds 

within this zone. 

Problems Encoun:tered 

Cl). Most of the. samples obtained frorn the list frames 

have become non-existent within the period of enumera

tion. Sorne had packed up due to inadequate raw 

rnaterials while others have shifted bases. For 

example, information on.s.ome ... bakeries in the list frame 

revealed that they have shifted production to the border 

town.s of Ilara, in. Egbado Division of Ogun. State and 

other border town.s in order to obtain. cheaper sources 

of fl9ur whose importation into Nigeria .had been banned_. 

Hence only few samples from the list frames were 

, 
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used. Infact, the. enumerators had to go street by 

street before locating most of the enterprises, 

necessitating increased c'osts intime and ·money espe

cially since repeated visit~ had to be made for most 

of the exercises. 

(2) For one reason or other, most proprietors were 

never around and this greatly reduced the level of 

responses. Enumerators were often encouraged to leave 

the questionnaires with a promise to 'Send to. them as 

EOOn as practicàble. Sorne were never returned. 

(3 L Given that the project emphasised the require

ment for funds and a.vailability of funds to Small Scale 

I.ndustries the -enumeration suffered two major problems, 

the proprietors often miscontrued the true intentions 

of the study, perceiving it to be a ploy for tax 

a.ssessment. Others felt if they said they did ·not 

enjoy any financial assis~ance, they would stand better 

chances if the exercise was aimed at providing finance 

to the Small Scale Industries. 

(4). Sorne es.ti:lbli.shments refused bluntly to answer 

some questions. in the questionnaire for no discernible 

CODESRIA
 - L

IB
RARY



97 

reason, rendering such questionnaires unusable for 

analysis. 

(5) Most-of the enumerators had to go back to some 

of these enterprises to authenticate certain state

ments made or to obtain the cooperation of the 

proprietors. In some cases the research assistants 

were mandated to actually confirm the obstinacy of 

some of these proprietors. 

(6) Most of the Srn;3.ll Scale Industries enumerated 

did not keep proper records and hence divergencies 

often occured between their stated investment expen

ditures and the total sourcing of their funds, 

necessitating certain arnendments and assurnptions. 

For example, figures on sales turnover, working capital 

and how their initial investments were financed gave 

serious concern for sorne of the small scale industries. 

Quality of Data Obtained 

Within the available human and fin.ancial re

sources and within the time limit for this study, all 

questionnaires were given both field scrutiny and 

, 
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office editing to improve the quality of data obtained. 

In all, the quality of the data obtained is quite 

high. 

Responses 

The response patterns in respect of the field 

survey are summarized below with indications of 

percentage response by States and industrial activi

ties (International Standard Industrial classicication 

(ISIC) and by sectoral industrial groupings. 

For the five states sampled, 540 Small Scale 

Industries were contacted with 120 each in Bendel and

Lagos States based on the industrial location quotients 

obtained from NISER report, and 100 each. from Ogun, 

Ondo and Oyo States. The response rates were high 

for nearly all the states rangéd from 52% - 78% · 

with Bendel, Lagos, Ogun, Ondo, and Oyo States having 

85%, · 87%, 70%, 52% and 62% responses respectively. 

However, in numerical ·terms the number of valid res-

ponses were 102, 104, 72, 52 and 52 in Bende1, Lagos, 

Ogun, Ondo and Oyo States respectively. 

, 
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i ~ . 

CODESRIA
 - L

IB
RARY



99 

The total valid responses ~sed in the regression 

analysis was 392 samples which represented about 

73% of Small Scale Industries· contacted (Table 3). 

The response rate was .encouraging inspi te of 

the difficUlties I enumerated earlier in obtaining 

information from Small Scale Industries in the states 

covered; Overall, the response rate has been signi

ficantly good, ta~ing cognisance of time and data 

limitations. It has also enhanced the quality of· 

data obtained. The distribution of the valid responses 

by International Standard Industrial Classifications 

(ISIC) are.as shown in Table (4) while. Table (5) 

presented the distribution of valid responses by indi

vidual subsector or industrial grouping. 

Limitations of Data 

Since some o~ the entrepreneurs did not keep 

adequate records, some of the information obtained 

were based on their memory recall, which would defi~ 

nitely affect the reliability of data and problems 

of interna! inconsistency may arise. 

, 
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TABLE 3 

ALL SAMPLES: RESPONSE RATES BY STATES 

Bèndel 

Lagos 

Ogun. 

Ondo 

Oyo 

No of ssr 
Contacted 

120 

120 

100 

100 

100 

All States 540 

No. of Valid 
Respondents 

102 

104 

72 

52 

62 

392 

Percentage 
of Valid 
Respondents 
to Total No. 
of valid 
Responses 

85% 

87% 

70% 

52% 

62% 

73%-
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TABLE 4 

DISTRIBUTION OF VALID CASES SAMPLED BY INTER-
NATIONAL STANDARD INDUSTRIAL CLASSIFICATION 

~ 
(ISIC) 

Indus trial Activity No. of % of CurrUllative 
Valid Valid % 9f 
Responses Respondents Valid 

to total Responses 
Valid 
Responses 

1.. FOod,- Beverage & 'lbbacco 39 10.0 10.0 

2. Textile and Wearin:J Apparel 44 11.2 21.1 

3. Footwear & Leather Products 16 4.1 25.3 

4. Paper & Paper Products · 48 12.2 37.5 

5. Rubber Products & Plastics 24 6.1 43 .. 6 

6. Petroleurn Products 16 4.1 47.7 

7. Pottery and China Ware 7 1. 8 49.5 

8. Furniture 44 11. 2 60 .. 7 

9. Non-Electrical Household 
Appliances 11 2.8 63.5 

10. Radio (Electrical) 6 .1.5 65.0 

11. General Household Appliances 10 
. ~ 

2.6 67.6 

12. Basic Metal Products 24 6.1 73~7 

13. Fabricated Metal Products 12 3.1 76.8 

14. Ma.chine~ and Fquiprents 15 3.8 80.6 

15. Transport 7 1.-8 82.4 

16. others 69 J :z • 6 100.0 

'IDI'AL 392 100 100 
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TABLE 5 

DISTRIBUTION OF VALID SAMPLE RESPON~ES BY INDUSTRIAL 
'lix 

SECTORAL GROUPINGS. 

Industrial Groupings No. of 
Valid 
Responses 

% of Total 
Valid 
Responses 

Cumulative 
% of.Valid 
Responses 

1. Non-Durable 
Consumer goods 

2. Durable 
Consumer goods 

3. _Capital goods 

4. Others 

Total 

194 

71 

58 

69 

392 

·1s41 

14.8 

17.6 

100 

49.5 

67.6 

82.4 

100.0 

** Notes: 

Items 1-7 on Table 4 Constitute the Non-Durable 
Consumer Goods Sector 

8-11 On Table Constitute the Durable 
Consumer Goods Sector 

12-15 On Table Constitute the Capital Goods. 
Sector 

16 On Table Constitute other (Services 
and Repairs) • 
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CHAPTER 4 

SUPPLY AND DEMAND FOR FUNDS.BY SMALL SCALE INDUSTRIES 
IN NIGERIA: EMPIRICAL RESULTS 

4.1 Availability of Money Capital Funds to Small 
'scale Industries in Nigeria 

Regression Results 

For the total sample, the results with reference 

to availability of funds are presented in both linear 

log-linearspecifications of regression equations. The 

results are presented for the industrial sub-sectors 

and for· the five states. 

For the whole sample, equity capital (KE) and debt 

capital (D) and maturity of loan (M) provided explanati~ns. 

for the determinants of the availability of funds. While 

Development Finance Institutions (DFI) are the only signi

ficant credit variable, Equity Capital (KE) and Debt Capit~l 

(D) were significant in all the equations, with Equation 4 

providing the best fit linking money capital availability 

wi th the explanatory varaible. In the equation, the re·gre_

ssors explain 99.8% of variations in money capital availa

bility (Table 6A & Equation 4). This result showed clearly 

that the existing sources of funds to SSI in the sampled 

area are eqùity capital and debt capital in conforrnity 

with a priorij. expectations while Loan Maturity· is also 

a significant determinant of availability of funds. 
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REGRESSION RESULT FOR M C.A.fHONEY CAPITAL AVAIIABILITYl 

EQUATION 1 2 3 4 5 6 

CONSTANT 12411 12344 16955 -8586 49468 60092.77 
(0.729) (0.710) (0.798) (-2.199) (-0.809) (-0.535) 

------------------------------------------------------------------------------
19 .. M 

17. KE 

262.57 
(0.050) 

433.39 
(0.079) 

347~85 
(0.054) 

3629.5** -3197.46 1669.79 
(2.845) (-0.133) (0.040) 

0.98798** 0.99155** 0.98710** 0.98995** 1.00520** 0.99575** 
(20.729) (20.826) (18.491) (120.869) (8.124) (3.381) 

--------------·--------------- .-------------------------------------------- ·---
18. D 0.91685** 0.91982** 0.91477** 0.84753** 0.89784 

(6.329) (5.744) (4.712) (26.366) (1.365) 
1.00697 
( 1. 632) 

------------------------------------------------- .----------------------------
10. TAD 

11. BNF 

0.01544 
(0.197) 

. 3.80E-03 
(0.046) 

-------- - - - - -- - ----------.-- - - -- - - - - - - . - - ---- ------
12. TLB 

13. TDFl 

14. TNF 

-6. llE-03 . 
(-0.047) 

0.16483** 
(4.105) 

-0.54400 
(-0.502) 

. ~ -------------------------------------------------------------·----------------
15. NTC 

-2 R 
D.W_ TEST 
F-VALUE 
S.E. 

0.87146. 
2.068 
243.37** 
77530 

0_86820 
2.062 
229.9** 
78664 

0.85346 
2.0577· 
166.99** 
86935 

0.99848 0.62478 
1.89144 2.08334 
6574.94** 21.39** 
9025.3 131945· 

-0.84438 
(-0.465) 

0.53274 
1~9263 
8.98** 
177822. 

----------------------------------------------------------------------------- ( 

_NOTE: () T-STATISTICS 
** T-STATISTICS SIGNIFICANT AT THE 5% LEVEL 
*: T-STATISTICS SIGNIFICANT AT THE 10% LEVEL 

, 
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Loan maturity as a significant determinant of 

availability of funds suggests that credit agencies 

preferred short term lend~ng as against long-term 

lendings required by SSI's. The significance of DFI's 

is also iri conformity with a priori_: expectations 

most of them were specifically set up to offer long

term financial assistance to the Industrial sector. 

Equation 4 

** ,*'* ** M.C.A = -8588 + 3629.5M + 0.98995KE + 0.84753D + 
(2.845) (120.869) (26.366) 

O·. 16 4 8 3TDFI 
(4.105) 

R2 = 0.99848 

DW = 1.89144 

SEE = 9025.3 

Both the linear and log-linear specifications of 

the regression results were also obtained for the·sectors. 

However, the linear specifications of the regression 

equations provided the best fit for the Non-Durable 

Consumer Goods and the Capital Goods Sector, while the· 

log-liriear specifications fitted the Durable Goods and 

services sectors. 
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The regression results showed that all the variables 

examined were correctly signed with the R2 (adjusted 

coefficient of Determination) ranging from 83-99% in 

all the equations. The regression results also showed 

that Equity Capital (KE), Debt Capital (D) and Maturity 

of loan (M) were important determinants of the availa

bility of funds to SSI's in all the sectors. Equity 

Capital was however the most important as reflected 

by the high significance of the t-values (Appendix 2 

and Appendices 1-3). Also TDFI (Development Finance 

Institutions) as credit variable was significant.in 

at least two of the sectors, (Non-Durable and Capital 

Goods) while Non Institutional financial sources (TNF) 

was also significant in the other two sectors. 

These results are also in conformity with a priori 

expectations suggesting that Small Scale Industries 

relied much more on their equity capital and where 

available debt capital for their investment expendittires. 

The negative signs obtained .for maturity of loa-ns, M, 

implied that the longer the maturity of ·the loan, the 

less willing are the formal institutional sources of 

funds in granting loans to SSI's in contrast to the 

long term loan requirements of SSI's. 

, 
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The significance of TDFI (Development Finance 

Institutions) and TNF suggests that while some of 

these sectors especially the Non-Durable Consumer 

Goods and the Capital Goods sectors enjoy some financial 

assistance from Development Finance institutions, .t~e 

others including Durable Goods and service sectors 

source their funds mainly from Equity and Non- Insti

tutional financial sources. The implication of these 

findings is that the forma! financial institutions, 

except Developrnent Finance Institutions ·are unwilling 

to lend for long terms to industrial projects, thereby 

reducing the accessibility of these groups of industries 

to forma! financial sources. This has a lot of impli

cation for government financial policies towards the 

SSI's. It provides a basis for the exploration of 

capital market avenues for long term funding of industrial 

projects in Nigeria. 

In the analysis by states, the results also showed 

the same sequence with the sectors, with estimated 

parameters conforming to a priori expectations. Regre

ssion results of both the linear and log~linear speci

fications showed the significance of Equity Capital 

, 
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and Debt Capital in all the states viz, Bendel, Lagos, 

Ogün, Ondo and Oyo State. However, the linear specifi

cations of the results gave better explanations of the 

variations in Money Capital availability in Bendel, 

Lagos and Ondo States while the log-linear specifications 

gave better explanations to results from Ogun and Oyo 

States. The adjusted i2 for all the regression equations 

ranged from 93-99% with high F-values ~Appendices 3-8). 

The regression results of the states also showed Banks 

and Non-Institutional financial sources represented by 

BNF were significant determinants of availability of 

funds in at least three of the five states (Bendel, 

Ogun and Oyo) while the explanatory powers of the reg~e

ssion equations improved in the other two s~ates (Lagos 

and Onde) when TNF (Non-Institutional financial sources) 

were substituted as the credit variables. 

The results obtained above suggests that the signi

ficance of Equity Capital and Debt Capital conform to. 

the earlier findings and a priori expectationsr however 

the results also suggest changes in the composition of 

the Debt Capital. The .result showed that in Bendei' 

Ogun and Oyo States, Banks and Non-Institutional financial 

, 
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sources are important sources of funds to Small Scale 

Industries in contrast to a priori expectations in 

which the DFI's were supposed to be significant sources 

of funds. However the insignificance of DFI's may not 

· be unconnected with the cessatiqn in activities of 

the Small Scale Industrial Credit Schemes in the states 

considered. 

The significance of Non-Institutional sources of 

funds in Lagos and Ondo States showed the inadequacies 

of.the existing DFI's in meeting the credit needs of 

the numerous SSI's :Ln Nigeria. This has serious impli

cations for governrnent credit policies~ 

4.2 bemand for Funds by Small Scale Industries 

The regression results with credit variables sub

stituted in each equation are presented in Table 7. 

The properties of the estimates meet the standard stati

stical criteria with varying degrees of success; As 

the t-statistics underneath the estimated coefficients 

reveal, the· variable, capital for Expansion (EX) met 

the five percent two-tailed tests. The signs of the 

coefficients about which a priori expectations exist, 
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are also consistent in most of the equations. 

For the total samples, both the linear and log

linear specifications were attempted. Evidence from 

the table suggests that the log-linear specifications 

provided the better fit for the regression analysis 

with adjusted R2 ranging from 73.08% to 95.98% showing 

impressive explanatory powers of the equations. 

Furthermore, money capital Requirement equations compare 

well with previous empirical results. They provided 

strong evidence. that Small Scale Industries require 

funds rnostly for Expansion of capacity (EX). Gro~s· Sales 

(S), Total Gross Investment (TGI) also appear as signi

ficant deterrninants of money capital Requirements by 

Small Scale Industries. 

Equation 66A 

** ** ln (MCR) = 3.55052 + 0.21637ln(S) + 0.750381n(Ex) + 
(2.346) (11.104) 

0.127421n(T 
** 0.12742ln(TGI) - 0.11788ln(IT) - 0.47803ln-(INN) 

·c-1.383) (-3.440) 

** + 0.07551n(R) + o.i7998ln(NTC) 
(0.724) (5.566) 

R2 = 0.95980 

DW = 1.22693 

SEE = 0.19820 

' 1 

~ ~. 
' 

; 
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NATURAL LOG REGRESSION RESllLT FOR l:'LC.R. tMONEY CAPITAL REQUIREHENTi 

'''}ATION 61A 

CONS~'ANT O. 834 79 
(0.816) 

62A 

0.74702 
(0.743) 

63A 

0.86740 
(0.855) 

64A 

2.12481 
(0.962) 

65A 

3.30957 
( L 126) 

66A 

3.55052* 
(1-991) 

g _ S -0 .17536** -0 .17817** -0 .17928:+:* -0. 03823 -0. 08588 0. 21637** 
(-2_158) (-2.202) (-2.217) (-0.192) (-0.261) (2.346) 

6_ EX 0.85544** 0.85658** 0.85400** 0.93149** 0.91773** 0.75038** 

7. TGI 

(14.31B> ci4.3B4) c14:219> (B.162) (4.155) r11.104) 

0. 23098** O. 22639** O. 23930** . 0 .11000 · 0. 05596 
(2.933) (2.842) (2.925) (0.508) (0.180) 

0.12742 
( L 710) 

4. IT -0.049743 -0.04088 -0.04074 -0.05515 -0~5300 -0.11788 
(-0.643)· (-0.508) (-0.535) (-0.319) (-0.241) (-1-383) 

5. INV 

8. R 

10. TAD 

11. BNF 

12. TLB 

13. TDFI 

0.11959. 0.11180 
(1.113) (1.037) 

0.10994 
( 1-033) 

0.04356 
(0.202) 

-0.05054 
(-0.243) 

-0.03424 0.07883 
(-0.195) (0.385) 

0.02745 
(0.166) 

-0.08664 
i -0.435) 

-0.05965 0.10002 
(-0.264) (0.287) 

-0.47803:l'-* 
( -3.440) 

-0.07837 0.08405 0.07555 
( -0. 398) (O. 296) ï .. 0. 724) 

0.03050 
(0.153) CODESRIA

 - L
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However in examin1:ng the question of the most 

important sources of funds by Small Scale Industries 

and from which sources they required funds, it was 

observed that the Net Trade Credit variable was signi

ficant both in the linear and log-linear specifications 

of the regression results. This suggests that Small 

Scale Industries rely much more on Net Trade Credit 
... 

for improving their capacities or expansibn. From the 

equationE only NTC (Net Trade Credit) was significant 

as a credit variable. 

The. results for. the total samples is also .replicated 

in the sectoral analysis with log-linear specifications 

of the regression equations giving better fits. Results 

obtained showed that capital for Expapsion (Ex), Gross 

Sales (S) and Total Investment Expenditure (TGI) were 

important determinants of demand for funds by SSI's. 

The analysis also revealed that all the credit variables 

except Banks (TLB and BNF) were insignificant, suggesting 

that they are unreliable sources of funds for SSI's 

capacity exp~nsion expenditures. The significance of 

TLB (Banks) and BNF (Banks and Non-Financial Sources) 

in pµe of the sectors, the Capital Goods, suggest that 

• 
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some of the SSI's rely on Banks and Non-Institutional 

sources of funds (Appendix 9). In the case of the 

Capital Goods Sector, Wprking Capital ( INV) was al so .. 

a significant determinant of Investment expenditure 
. . 

of SSI's for expansion purposes. This conforms with 

empirical observations that working capital has a 

positive relationship with expansion activities of 

business enterprises. Hence the signit"icance of Banks 

as sources of funds to the capital goods sector conforms 

to a priori expectations that Banks usually provide 

funds for working capital. Such funds by Banks are 

usually short-term and hence the significance of Interest 

Cost of Debt (R) in the money capital requirement of 

SSI's. The implication of the above is that, interest 

cost of- debt, R, dètermine significantly the demand for 

funds by SSI's conforming to a priori expectations. 

For the states, the analysis showed that all the 

variables considered were correctly signed and conformed 
• :,, .:,..,J 

to a priori expectations. The explanatory powers of 

the variables were high with adjusted R2 ranging from 

61-99.9%. The study showed that all the SSI's required 

funds for expansion of capacities as shown by the signi-

, 
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ficance of variable, Ex, in all the states considered. 

Other variables like Investrnent in fixed assets (IT), 

Working Capital (INV) Gross Sales (S) and Interest Cost 

of Debt (R) were significant deterrninants of SSI's dernand 

for funds in one or two states (Tables 4 and 5) and 

(Appendices 11-14). 

For Bendel and Oyo States however the study revealed 

that Srnall Scale Industries require furids both for 

expansion of capacities and investrnent in fixed assets 

irnplying that funds for expansion of capacities could 

be rneant for acquiririg fixed assets. Sirnilarly the 

significance of working capital requirernents (INV) in 

Bendel and Ondo States suggest that investrnents in 

expansion of capacities couid be in the forrn of expan

ding the capacity utilisation of the enterprise thus 

necessitating increases in working capital requirernents. 

The significance of Gross Sales, (S), Capital for 

Expansion (Ex), Interest Cast of Debt (R) and working 

capital in at least one of.the estirnated equations 

have different explanations. Gross Sales and Interest 

variables provide evidence that Gross sa;es Exp~ctations 

and Interest Cast of Debt are important pararneters 

" 
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determining requirement for funds by Small Scale Indu

stries especially in Ondo State. 

TNF (Non-financial Institutional sources) and N~t 

Trade Credit (NTC) variablès were the only ·significant 

credit variabl~s in one of the states, Ondo .. All the 

other states had no significant credit variables suggest-· 

irig that none of the other credit ~ariables was relied 

upon as à veritable source of funds by SSI's. However 

th~ results obtained for Ogun State showed that the 

_explan_atory powers of the equatiohs improved when Deve- · 

lopment Finance Institutions .(DFis), BNF Bank and Non~

Bank Finàncial Institutions (NTF) and Net Trade Credit 

(NTC) variables were substituted into the equations. 

These observations from the individual states suggest 

that SSI's relied to some extent on DFI's for expansion,. 

working capital, but more on Banks and Non-financial 

Institutional sources, especially, Net Trade Credits. 

These conforms with a priori expectations since banks· 

often provide short-term funds for working capital 

and interest cost of debt is likely to affect the demand 

for such funds. The revelations in the analysis.that 

Net Trade Credit is the most significant of the credit 

• 
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variables is not surprising since empirical evidence 

have shown that most Small Scale Industries rely much 

on non-institutional sources for their funds especially 

for expansion and start-up expenditure. The relevant 

regression results are contained in Appendices 10-14. 

, 
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CHAPTER 5 

IMPACT OF DEVELOPMENT FINANCE INSTITUTIONS AND 

OTHER CREDIT VARIABLES ON SMALL SCALE 

INDUSTRIES FINANCE:· EMPIRICAL RESULTS 

5.1 Finance of Fixed Aset Investment (IT) 

For the total samples (all states and all sectors), 

the results obtained in both the linear and log-linear 

specifications showed the significance of Expansion (EX), 

Gross Sales (S), Total Gross Investment (TGI) ,.Working . 

Capital (INV), Interest Cost of Debt (R). This conforms 

with .a priori expectations· since empiricàl evidences 

have often shown that Investment in Fixed Assets is 

related to expansion of capacities, and ultimately 

affects turnover of gross sales, as well as changes in 

inventories. The significance of Interest Cost of Debt 

also confirms to earlier predictions that investors 

decisions on investments are affected by the existing 

rates of interest. Each of these variables were signi

ficant in at least four of the six equations at the 5% 

lever of significance. The adjusted R2 for the.linear 

· specification ranged from 51.48% to 91.40% (Table 8) •· 
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With regards to the Cr~dit variables~ Debt Capital 

was significant at the 10% level, while Banks and Non

Financial Institutions (TLB, and TNF) were significant 

at the 5% levels. 

This results clearly showed that while Banks werè 

particularly important for financing working capital, 

they could also be ~ubstituted for funding investment 

in Fixed·Assets as well as Total Gross Investments. 

The results also showed that Non-Institutional financial 

sources are also important in the finance of Srnall Scale 

Industries' Investments in fixed assets. 

The ·implication ot this finding i~ that any policy 

aimed at improving fundings of fixed assets investments 

should involve both the banks and Non-Institutional 

financial sources; since each type of credit variable 

can be used for different purposes by Small Scale 

Industries. 

The study further showed that Development finance· 

Institutions are not effective or significant credit 

institutions for the funding of Investments in Fixed 

Assets. This negates the expectations that they would 

be more significant than Banks and Non-Financial sources, 

• 
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Table SL_ :122 
REG RES E lQ.tLBEfillLT_fillLJ:.T.....J 

EQUATION 121 1?') ... ,.. 123 124 125 

,J,
1 T0T{1L.1 

126 

CONSTANT -79533.9** -86632.3-t:* -83470.8** -60067* -18917.68 65050** 

6. EX 

9. S -

(-2.928) (-3.243) (-3.070) (-1.797) (-1.375) (2.988) 

-0.06028 -0.05896 -0.05391 0.02187 
(-1.381) (-1.382) {-1.237) (0.550) 

0.03024* 0.10193** 
(2.077) (2.416) -

-0.11376*1< -0.11522** -0.09494** -0.13067** -0.12731** -9.58E-03 
c-2.421) c-2.509) c..:2.006) (-3.324) (-5.418) c-o-.331) 

--------------------------------------------- ·--------------------------------
7. TGI 

5. INV 

8. R 

10. TAD 

11. BNF 

12. TLB 

0.45976** 0.45946** 0.45571** 0.48979** 0.27040** -0.11461* 
(9.282) (9.517) (9.217) (3.753) (3.382) . (-1.808) 

0. 96417** 1. 00664** 0. 93290** 0. 72024** 0. 6535 7** -0. 09319 
(4.206). (4.486) (4.123) (-3.135) (4.783) (-0.461) 

9.69350** 12.08554** -3.00334 1.57966 
(2.843) (4.116) (-0.992) (1.333) 

-0.89963* 
(-1.896) 

-1.26850** 
(-3.059) 

1.08320** 
(2.177) 

-1.41191** 2.64192** 
(-2.900) . (2.497) 

------------------------------------------------------------------------------. . 

13. TDFI 

14. TNF 

15. NTC 
' . 

0.11639 
(0.251) 

·1.57002 
(2.121) 

-----------------~- ------------------------------~-----r;, 
R""' 0.77.059 O_. 78081 0.77269 0.88950 
D.W. TEST. 1.8758 1.86526 1.82974 1.48411 
F-VALUE 71.53 75.806 72.38 38.56 
S.E. 187086 182871 186227 85080 

NOTE: () T-STATISTICS . 
** T-STATISTICS· SIGNIFICANT AT THE 5% LEVEL 
*: T-STATISTICS SIGNIFICANTAT THE 10% LEVEL 

0.91409 
2.22616 
41.-78 
23323 

-0.12581 
(-0.263) 

0.51489 
2.12209 
42.64 
36714 
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since they were mostly designed to serve such purposes. 

In the analysis by sectors, both the linear and 

log-linear specifications·were also estimated and of the 

results showed similar relationship between.total Gross

Investment, Expansion of Capaci ties, w·orking Capital 

requirements and fixed .asset investments. Again the 

. çredit variables, Bank and Non-Financial Institutional 

.sources (BNF) and Banks (TLB) have closer relationship 

and· impact on investment in fixed assets as shown by 

~heir significant t-values in three of .the four sector~ 

analysed. (Tables 8 and 9). None of the other credit 

variables including Development Finance Institutions 

is significan~ against a priori expectations. 

As stated earlier, the significance of Banks (TLB)·. 

also suggest that Bank funds could also be substituted 

for the finance of expansion of capacities, total gross 

Investment, as well as investment in fixed assets. The 

non-significance of Development Finance Institutions 

(DFI's) also suggest that thè DFI's are not having any 

significant impact in providing funds .for this vi tëi.l 

requirements of SSI's. Bence for greater funding of 

this sector, all the financial sources should be encouragea 

• 
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or mobilised especially the Development Finance Insti

tutions (DFI's) that are known to bepresent in the 

sampled areas. Details of the results are contained 

in Tables 8 and 9 a~d Appendix 3. 

For the states, the linear and log-linear specifi

cations of the regression results also showed close 

relationship between Inves-tment.in fixed assets, (IT), 

Capital for Expansion, Changes in Inventory and Total 

Gross Investments. Specifically, Lagos and Ondo States 

had closer relationship between Investment in fixed 

assets, Capital Îor Expansion and Total Gross Investment· 

(Appendices 15-20.) while Bende! and Ogun States have 

considerable relationship between Investments in fixed 

assets and changes in Inventories. The above relation

ships followed the trends observed in the analysis of 

the total samples. The relationship between Investment 

in fixed assets and'changes in inventories conforms to 

a priori expectations since any increase in fixed assets 

is likely to lead to changes in inventories. 

With regards to the credit variables, the results 

showed that Non-Institutional financial sources espe

cially Net Trade Credit have significant impact in the 

.. 
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fundings of Investrnents in fixed assets ofSSif especially_ 

in Bendè"l, Lagos and Ogun Stat_es. The signif icance of . 

non-institutional financial sources is supported by ernpi

rical evidence frorn studies by A.M. Osoba (·1986), FMI (1984) 

and fUSER (1985) .. In contrast, .however Banks as ·a cornpo

nent of BNF (Bank and Non-Financial Institutionali credit· 

vririable, was sign~ficant at 5% in Lagos and Ogun States, 

showing that Banks in these states provide sorne assistancè 

to SSis to finance their fixed asset investrnents. The 

case of banks as significant sources of finance in Lagos 

state rnay be due to the fact that the state has the greate~t 

·concentration of Banks arnong the state·s sampled, being the_ 

seat of government and commercial nerve-centre of the country. 

The significance of Non-Institutional financial sourc~s 

conforms to a piiori expectations since previous studies 

nave shown them to be significant sources of funds to 

SSis in Nigeria. 

However, it is interesting to note that Development 

Finance Institution (DFis) were th~ only credit variable 

that had any significant impact on the supply of funds 

for Investment in fixed assets in_Ondo State. This suggests 

that Development Finance Institutions (DFis) are more active 
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in this state, while Banks and other Non-Institutional 

source have insignificant impact on the fixed asset 

investments expenditure of SSis. DFI was not significant 

in fixed asset investment expenditure in any of the 

other states sampled. 

In the sectoral analysis, the study revealed that 

most of the variables did not explain explicitly the 

variations observed in Changes in Inventories within 

the sectors. However Investment in Fixed Assets, (IT), 

Gross Sales (S) .and Total Gross Investment. (TGI) were 

significant determinants of inventory expenditure 'in 

one or two of the sectors ·suggesting clos·e relationships 

between investment expenditure in fixed assets and 

inventory changes. 

For all the sectors, BNF (Bank and Non-Financial 

Institutional sources) was the only significant credit 

variable, conforming to a priori expectations. Empirical 

evidences 'have shown that most SSI's obtain their working 

capital requirements either from ploughed-back profits, 

non-institutional sources or in some lucky cases, banks. 

This finding suggests therefore that policies designed 

.. 

, 

CODESRIA
 - L

IB
RARY



127 

to enhance inventory financing in Small Scale Industries 

should include Banks and Non-Institutional sources. 

Banks would definitely be willing to assist in this 

type of investment expenditure since it falls within 

the armbit of their short-term lending activities. 

Details of relevant regression results are contained 

in Appendices 21-28. 

With respect to the states, the regression results 

revealed the same trend with Investment in fixed assets 

(IT), Expansion of Capacities and Gross Sales (S) varia~ 

bles determining significantly inventory changes in.at 

least two of the states. Only Lagos State had any signi

ficant 'credit variable, represented by BNF (Banks and 

Non-institutional financial sources). This is expected 

as enumerated earlier, given the high concentration of 

banking institutions in Lagos and its. environs. The 

significance of Non-Institutional sources conforms with 

a priori expectations and ernpiriéal findings that SSI 1 s· 

relied much more on Non-Institutional credit for their 

expenditures. 

The above findings revealed that SSI's have a lot 

of problems in obtaining funds for their working capital 

• 
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requirements from formal financial Institutions. Par

ticularly, the insignificance of DFI's in any of the 

states and sectors highlighted earlier, -suggest that 

DFI's have no significant impact on the inventory finan

cing of SSI's. Details of relevant regression results 

are contained on Appendices 24-28. 

For the States, the regression results showed the 

sarne significant variables IT, (investrnent in fixed assets), 

S, Gross Sales and R (Interest Cost of Debt) as deterrninant 

of investment expenditure on expansion programmes for the 

sarne reasons highlighted earlier. 

Similarly, the findings with respect to credit 

variables corroborated earlier findings with TLB (Banks) 

and BNF (Banks & Non-Financial Institution) having signi

ficant impact on the finance of expansion programmes of 

SSI's on Bendel and Ogun State. While none of the 

credit variables was significant in the other states. 

(see Table 8) and Appendices 33~35. The implications 

of this findings are three fold: (a) that any policy 

designed to provide funds for expansion programmes of 

SSI's should involve Banks and non-institutional sources 

and (b) need for re-examination of the implementation 

• 
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of existing government policies and credit guidelines 

esi~ecially in Lagos, Ondo and Oyo States and (c) 

re-evaluation of the activities of DFI's in all the 

states of the federation. 

·For the sectors, both the linear and log-linear 

specifications of the regression results were also 

obtained but rnost of them gave poor explanations of the 

determinants of the capital for expansion variable, 

with relatively lower adjusted R2. 
The sectoral regression results (ollowed the sam~ 

trend with the total samples, with Gross Sales (S)·, 

Investment in fixed assets (IT) and Interest Cost of 

Debt (R) being significant variables in at least one 

of the sectors, the Non-Durable Consumer Goods Sector~· 

The significance of fixed asset investment variable (IT) 

suggest the expansion programmes of SSI's have close 

relationships with investment in fixed assets. This 

implies that SSI's expansion programmes rnay be in the·· 

acquisition of more fixed as·sets. The significance of 

Gross Sales (S) is also in conformity with a priori 

expectations while significance of the Interest Cost 

of pebt suggests that such funds for expansion programmes_ 

are interest sensitive. 

•· 
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The regression results also showed that _BNF (Bank 

and Non-Institutional sources) and TLB (Banks) are the 

ônly credit variables with significant impact on the 

fundings-of expansion programmes of SSI's as was the 

case with the total samples especially in the Non-Durable 

Consumer Goods and the Capital Goods Sectors ( see Table 

10 and Appendices 30-31). These findings have serious 

implications for the credit policies of·government espec

ially those for the provision of funds to SSI's in 

Nigeria. The insignificance of DFI's in.any of the 

sectors does not provide enough ju~tifications for ·the 

existence of DFI's in all the states sampled. 

5.2 FINANCE OF WORKING CAPITAL (Changes In Inventories) 

The properties of the estimates also met the 

standard statistical criteria with varying degrees of 

success. The regression equations however showed greater 

reliability than the others previously performed. 

As the t-statistics underneath the estimated co

efficients reveal, most of the parameters estimated met 

the five-percent two-tailed tests. The signs of the 

coefficients of all variables estimated and the credit 

, 

CODESRIA
 - L

IB
RARY



1-3_1_ 

variables, about which a priori expectations exists are 

consistent in most of the eqUations. For the total 

sample, the adjusted R2 ranged from 70 - 96%, hence 

the explanatory powers of the equations are very impre

ssive~ Furthermore~ the inventory equations compare 

well with the previous empirical results as highlighted 

earlier in the theoretical framework. The regression 

-analysis also tried to estimate the relationship between 

inventory financing and the independent variables as 

well as the relationship between inventory fin~ncing 

and each of the credit variables in order to assess their 

impact. 

The analysis was done in both linear and log-linear 

specifications. From the analysis, the linear specifi~

cations provided greater- explanations about the varia

tions in changes in Inventories with variables Gross 

Sales (S), Total Gross Investment (TGI), Investment in 

fixed assets since any acquisition of fixed assets 

wouid necessitate increases in working capital. It is 

also expècted that interest rate would. be a significant 

factor in the demand for working capital. Empiri~al 

results as highlighted in the theoretical framework have 
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shown that high interest rate could be a disincentive 

to borrowing by investors especially for working capital 

and other investments in fixed assets. The insignificant 

impact of DFI's also has an implication for the examina

tion of the objectives and activities of DFI's and govern

ment credit guidelines. In financing their working capital, 

the study showed thit SSI's relied on Banks· and Non-Institu

tional financial sources (BNF) for their working capital. 

Banks individually as represented by (TLB) were not particu

larly significant, but interestingly Net Trade Credit was 

the most significant of the credi t variables. This resul t 

implied the Small Scale Industries in this sector relied 

much more on Net Trade Credit as a source of .Inventory 

financing as against a priori expeètation of banks as a 

major source. This has considerable policy implications 

for government selective credit controls aimed at directing 

financial resources to the Small Scale Industrial sector. 

It shows the ineffectiveness of existing government policies 

especially, with regards to Central Bank's Credit guidelines 

to banks, Merchant Banks and the Financial Institutions. 

Details of the regression results and relevant equations 

are contained on Table 9. 
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Table _9_; t 133 
REGRESS'J:cm RESULT FOR INV( INVENTQRIEfil 

EQUATION 181 182 183 184 185 186 

CONSTANT 41281** 42773** 
(2.385) 

40332.17** 75091.68 27515.25 24622.07 
(-2.28) (2.202) (1.659) (1.121) (0.626) 

6. EX 2.518E-03 2.614E-03 3.642E-04 1.152E-03 -0_02308 0_11104 

9. S 

7 .. TGI 

4. IT 

5. INV 

8. R 

10. TAD 

11. BNF 

(0.143) (0.150) (0.020) (0.035) (-1.121) (-1_539) 

0.13330** 0.13218** 0.13060** 0.15902*',t;: 0.17912** 0.10476*-* 
(9.806) (9.808) (9.178) (10.177) (16.824) (5.469) 

- -- - -- ------ .- .---------- --.- -
0.04451* 0.03729 
(1.793) (1.499) 

0.04640* -0.22219 -0.20742 0.01017 
(1.851) (-1.694) (-1.720) (0.117) 

0. 13195** 0 .14131** 0 .13151** o __ 43351 _. 
(3.984) (4_252) (3.902) (2.981) 

-2.60989* -2.88110** 1.68684 
(-1.939) (-2.39~) (1.425) 

0.38331** 
(2.098) 

0.42477** 
(2.600) 

0.02484 
(0.020) 

0.83238*~ -0.49123 
(3.899) (-1.451) 

1.09186 
( 1. 392) 

-3.01550* 
(-1.830) 

--- - . . 

12. TLB -0. 27265 · 
-1.369) 

-----------------------------.--------------------------------------------· ---
13. TDFI 

14. TNF. 

0.04186 
(0.110) 

-1. 46134 
(-1.507) 
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5.3 FINANCE OF EXPANSION OF CAPACITIES (Capital For 

Expansion) Ex 

As the t-statistics underneath the estimated co

efficients of significant variables reveal, the para

meters estimated also met the five percent two-tailed 

test. The·signs of the coefficients were also comform

able and consistent ·with a priori expectations in some 

of the equations, for the analysis of all samples. 

The properties of the estimates thereby met the standard 

stat~stical criteria. However, the log-linear specifi

cation provided better explanation with ~djusted i 2 

ranging from 41.08% to 72.6%. Given the significances. 

of the variable~ Fixed Asset Investment (IT), .working 

Capital (INV), Total Gross Investment (TGI), Gross Sales 

(S) and Interest (R) in the regression results, the analysis 

showed that there are some relationship between the financing 

of capacity expansions by Small Scale Industries and the 

specified variables. This is expected because any increase 

in capacity expansion would necessarily involve some changes 

in fixed assets, inventories and gross sales, while interest 

cost of de~t (R), would determine the reqtiirement for such 

funds (Table 10). 
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In both the linear and log-linear specifica:·t1ohs -' .. j'· 
\.. .. ,...:._ - . '.?, ,.' /, 

·,,. t'.1; l' .- ,~- ·, ' ~ .. .-

a 11 the credi t variables, appeared to have signifièan:t'._ · ___ ,1 ~--·/ 

impact. on the f inancing of capaci ty expansions of the 

Small Scale Industries. This iesult suggest that nearly 

all the financial and Non-Financial Institutions including 

DFI's are involved mainly in the provision of capital 

for Expansion. This conforms to a priori expectations 

since evidence from previous empirical studies have 

proved that the formal Institutions provide capital for 

Expansion rather than for initial Investments of these 

Small Scale Industries. Previous regression analysis 

in this study on Investment in fixed assets corroborated 

this assertions, since each of these credit variables 

were not independently significant to have impact on the 

availability of funds to Small Scale Industries for 

finance of fixed asset Investment. 
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EQUATION 

CONSTANT 

9_ S 

7_ TGI 

Table 10 13 6 
NATURAL LOG REGRESSION RESULT FOR EX 

241A 242A 

-1_46:323 -1-26176 
(-1-070) (-0_925) 

0_40203** 0_40957 
·(3_374) (3_420) 

0_01290 
(0_123) 

0_01075 
(0_101) 

243A 244A 245A 246A 

-L-10038 -3_74475 4_71884 -0_77445 
(-0_803) (-1-444) ( 1-627) (-0_143) 

0_43093** 0_37488** 1_20610** 0_36089 
(3_543) (1_827) (3_707) (1_292) 

0_01071 
(0_096) 

0_77949** 0_25524 
(3_313) (0_833) 

0.34624 
( 1-487) 

-----------------------------------------------~------------------------------
4. IT 0.23994** 0.23733** 0.18439* 0.22319 · 0_54260** 0.10168 

5_ INV 

8. R 

10. TAD 

(2_186) (2.125) (1.678) (1_154) (2_497) (0_394) 

0_14810 0.16447 
(0_906) . (1_003) 

0_20180 
( 1.240) 

-0_24z57 -0.16205 0_03414 
(-0_859) -0_542 (0_123) 

0-47303 
(L 744) '· 

0.06286 
(0_267) 

-0_85533** 0_06923 
(-2_484) (0_164) 

0_25963 0.71916 
(1_264). (2.568) 

-9.602E-03 
(0_030)" 

. ----------------------·------------------------------------- .----------------. 
lL BNF 

12. TLB 

13_ TDFI 

14. TNF 

15_ NTC 

-') 
R'-' 
D.W_ TEST 
F-VALUE 
S_E_ 

0_38572 
(1-358) 

0_54163 0_53546 
1.83884 1_81685 
16.86776 16.47870 
1/83884 1_81685 

0_194969 
(0_731) 

·0_52851 
1_88302 
16_05274 
1_88302 

-0_42581* 
· ·. (-1-957) 

O. 72638 
3_01537 
9.72238 
3_01537 

-1.25881** 
(-2_542) 

O. 72182. 
.·1-87365 
9_52563 
1.87365 

0_24061 
( L 12.9) 

0.41082 
2.45368 
3.09179 
2_45368 

- --- --:-- ---- ----------.--

NOtE: () T-STATISîICS 
:** T-STATISTIGS SIGNIFICANT AT THE 5% LEVEL 
* : T-STATI_STICS SIGNIFICANT AT THE· 10% LEVEL 

( 
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Equation 244A 

** ** ln (Ex) = -3.74475 + 0.37488ln(s) + 0.77949ln(TGI) 
(1.827) 3.313 

+ 0.22319ln(IT) 
(1.15_4) , 

0.25963ln(INV) 
(1.264) . 

R2 = 0.72638 

D.W ·= 3.01537 

+ 0.06288lh(IT) -
(0.267) 

* 0.42581 
(-1.957) 

S.E.E. = 3.01537 

Previous empirical studies by NISER (1987) ,.Osoba 

(1986) have proved that to obtain assistance from the 

formal Institutions including DFI' s, collaterals· are 

often requested, and where the investor does not have 

adequate collaterals these institutions often take a 

lien on the machineries and equipments available or 

purchased. 

The significance of other variables implied that 

they are important determinants of expansion of capaci

ties which conform to a priori expectations. As stated 

earlier Interest Cost of Debt (R) empirically has been 

found to be a significant factor in the demand for money 

capital, hence a high interest rate could affect the 

investors urge for expansion if it will be financed 

• 
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through debt capital while conversely would be the case 

for a lower interest rate. The variable S, (Gross Sales), 

also had the expected close relationships because when 

capacities.are expanded, output is increased and conse

quently g~oss sales figures would be altered. 

Details of the relevant regression results are 

contained in Tables 10 and Appendix,29. 

Similarly, the findings with respect to credit 

variables corroborated earlier -findings with TLB (Banks) 

and BNF (Banks & Non-Financial Institution) having 

significant impact on the finance of expansion programmes 

of SSI's on Bendel and_ Ogun State. While none of the 

credit variables was significant in the other states. 

(See Appendices 32 and 34) and Appendices 33 & 35. The 

implications of these findings are three fold: (a) that any 

policy designed ~o provide funds for expansion programmes 

of SSI's should involv~ Banks and non-institutional sources 

and (b) need for re-examination of the implementation of 

existing government policies and credit guidelines: 

expecially in Lagos, Ondo and Oyo States and (c) 

re-evaluation of the activities of DFI's in all the states 

of the federation. 

• 

, 
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5.4 FINANCE OF TOTAL INVESTMENT EXPENDITURE OF 

SMALL SCALE INDUSTRIES 

For the total samples, the properties of the 

estimates also met the standard statistical criteria 

with varying degrees of success. This analysis is 

based on the total investment equations. In the 

analysis, the relationship between Total Gross 

Investment (TGI) and other independent variables 

and credi t variables were estimated in ·order to 

assess their individual and overall impact on the 

total investment expenditure of Small Scale Industries 

in the sampled areas. The relationship with the 

credit variables were estimated in particular to 

assess the adequacy of existing credit policies on 

total investment expenditure of Small Scale Industries • 

• 
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The t-statistics underneath the estimated coefficients 

of F ixed As set Investmen.t (IT} and Capital for Expansion 

(EX}_ revealed that the .these pararneters met the five 

percent two-tailed tests. The signs of the coefficients 

listed above, about which a priori expectations exist 

are consistent in rnost of the equations. Both the linear 

and log-linear specifications of the regression results 

were obtained,. but the lin.ear specifications had better 

explanatory powers than the log-linear. The adjusted 

-2 
R ranged between 68.6% and highest 89.3%. 

The regression results obiained especially in.the 

linear specification showed closer relationship between 

Total Investment Expenditure and Fixe·d As set Investrnerit. This 

conforrns with a priori expectations since Investrnent 

in fixed assets is a cornponent of total Investrnent 

Expenditure. Expansion Capital and Working Capital were 

also significant showing sorne relationships with total 

rnvE:>stment expenditure since they are also components 

ot total investrnent Expenditure. 

In examining and assessing the impact of each of the 

credit variables, the results revealed tha:t only TDFI' s 

(.i.e. Development Finan.ce Institutions). have significant 
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impact on the total investment Expenditure of Small 

Scale Industries. This js in conformity with a priori 

expectations since these D~I's were set up basically 

. to provide Investment funds for industries especially,. 

the states' Small Scale Industries Scheme, theNBCI, 

NIDB and NERFUND-SME Schemes ana State Finance Corpora

tions. 

The insignificance of Banks in the total Investment 

Expenditure has serious implciations for effectiveness 

of government policies and credit guid~lines to Banks 

and other forrnal financial. Institutions. ·similarly, 

the insighificance of nor.-Institutior.al Informal sources 

suggest the reduced dependeEce on .these sources whicr. 

hi therto ccntributed irnn ensely to Small Scale Industrie·s 

Investment exper.diture as recorded by empirical studies. 

Details of the regression results are contained in 

Table 11 .. 

• 
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Equation 304 

** ** TGI = 15.2229 + 0.1027Ex - 0.02825S - 32357.79M 
(1.838) (0.546) (-1.482) 

~* 
+ 0.80838IT - 0.56455INV +. l ."32513R + 

(3.814) (-1.694) (0.677) 
~ 

1.01950TDFI 
(1.812) 

R2 = 0.89375 

D.W = 1.86795 

S.E.E. = 1077.24 

For the sectors both the linear and log-linear 

specifications of the regression results.were obtained 

with the linear specifications providing better explana

tions for the variations in Total Gross Investment in 

most of the sectors. As observed with the total samples, 

Fixed Asset Investment and Inventory changes showed 

closer relationships with Total Investment Expenditure 

in conformity with a priori expectations sinee both are 

components of total Investment Expenditure. 

• 

; 
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EQUATION 

CONSTANT 

6_ EX 

9_ S 

-- -- - --------·-------·. --.-- . -----

301 

88861_69 
( L 282) 

0_09374 
(1-425) 

Table 11 r 
' 1 

R~GRES~;roN 

302 

94602_38 
(1-373) 

0_09274 
(1-420) 

143 
RESULT FOR TGir'TOTAL GROS:3 

303 

87709_14 
(1.266) 

0_09214 
( 1-394) 

304 305 

15,2229** 28036_07 
(2-205) (0.567) 

0_10527* 0_05054 
(1.838) (1.267) 

-0_05186 -0_04462 -0:05586 -0_02825 0_14233 
(-0_743) (-0_642) (-0_796) (-0_546) (1-669) 

INVESTMENT) 

306 

30!:,236 _ 23** 
(3_220) 

0_50044** 
(2-412) 

-0_02855 
(-0_258) 

---------------------------------------------------------------·--------------,~ 
19 M -16209_46 -15242_42 -15701.20 -32357_79 -21024.88 ~95550_06 · . 

(-0_865) (-0_819) (-'0_831) (-1.482) (-1.264). (-1.593} 
-------------------------------------------------- ---------------- ------------
4_ IT 0_91361** 0_94032** 0.91292** 0.80838:t.::l: 1-41189** -0_89212 

(9_001) (9.231) (8_933) (3:814) (3_021) (-0_759) 
------------------------------------------------------------------------------· 
5_ INV 

, 8_ R 

0_63228* 0_53237 
(1_793) ,~_499) 

0_64500* -0_56455 -0_79422 0_10295 
(1_851) (-1_694)· (-1_720) (0.117) 

-2_27718 -6_49&t9 0_67504 
(-0_442) (-1.408) (0_152) 

1_32513 
(0_677) 

1.39919 
(0.880) 

10_88780:t: 
(2.158) 

--.-------------------------------------------------------------·-------------
10_ TAD 

11- BNF 

12_ TLB 

13_ TDFI 

14_ TNF 

0_24997 
(0_356) 

.0_85018 
( 1. 348) 

-0.20443 , 
(-0-273) 

1:01950* 
( 1.812) 

1_73829 
(0.875) 

------------------------------------------------------------------------------
15_ NTC -0_52898 

(-0.298) 
------------------------------------------------------------------------·------2 R 0_68675 0_69145 0_68660 0.89375 0_88778 0_23992 
D_W_ TEST 1 _98895· 1_97810 1_99324 1_86795 2_55723 . 2_0939 
F-VALUE , 37.95 38_77560 37_93 33_4443 25_86380 L90186 
S_E_ 271722_65 269678_97 271786_60 107724_433 55357_85 130753_72 
----------------- .------------------------------------------------------------1 

NOTE: () T-STATISTICS 
** T-STATISTICS SIGNIFICANT Ai THE 5% LEVEL 
*: T~STATISTICS SIGNIFICANT AT THE 10% LEVEL 

i 

( 
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However only TNF (Non-Institutional) sources i.e., 

Informal sources, and NTC (Net Trade Credit) have signi

ficant impact.on the total Investment expenditure of 

Small Scale Industries in one of the sectors, the. Non-
. . . 

Durable Consumer Goods Sector, while no credit variable 

was significant in other sectors. This suggests that 

DFI's and Banks have not contributed significantly 

despite government efforts and controls particularly 

on these formal sources of finance. However·, the 

significance of F-values for all the equ~tions showed 

that together the independent variables including 

the credit variables have some imp~ct on the total 

Investment Expenditure of these Srnall Scale Industries~ 

All these have some implications for existing government 

policies and controls. 

Details of the regression results are contained 

on Appendix 36. 

•· 
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For the state.s '· both the linear and log-1.:Lnear 

specifications of the regression results were also under

taken. The log-linear specifications gave better ex

planations of variations in the total investment 

expenditure, suggesting that the relation.ship is non

linear in most of the states. The adjusted ~ 2 for the 

linear specification.ranged from 68% to 92% in the 

·equations that had signi'fi:cant F-values. For the. same 

rea,sons given earli·er, Gross Sales (.S}, Expansion Capital 

(EX L, working Ca,pi tal and Interest (R )_ had some relation

ships with. the Total :,[nvestment Expendi turé in conformi ty 

with a priori expectations as explained with the Total 

Sail)ple.s. 

The regression. ,results however revealed that TLB 

(_Banks l and BNF (Non-Institutional sources)_ have 

significant impact on. the total investment expenditure 

of $mall Scale Industries in Bendel and Lagos $tate 

only and this probably explains the significa,nc:e of 

ya,ri·able R (j_nterel;,t cost of debt)_ in. the regression 

equation and Appendices 37. - 38. 

The DFI '· s were ·however not sign.if ican.t in. an.y of 

the states. This result ha.s implications for industrial 

• 
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policies relat.i.ng to fund:j..;ngs by DFI's. lt also 

revealed the i;nfluence of private informal sources as 

significant determinq.n.ts of total investment expenditure 

of Small Scale. Industries ,in Bendel and Lagos State. 

Details of the regression resul ts are contained in. 

Appendices 37 ""' 38. 

The insignifica,nce of any of the credit variables 

in the total Inyestmen.ts expenditure of S$I.':s :j..n. Ogun, 

Ondo, and Oyo $tates has serious policy implications 

tor small Scale Industr,ta.l Finance.. lt succi·n.tly 

suggests a. need for~ more appropriate credtt organisa

tioh and polictes. 

, 
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CHAPTER SIX 

DEVELOPMENT FINANCE INSTITUTIONS AND INDUSTRIAL 

DEVELOPMENT IN NIGERIA 

Development Finance Institutions have played and 

continue to play significant roles in the provision of 

necessary capital for ~tart-up of expansion of existing 

facilities. However, empirical evidence is yet to 

confirm their efficacy in providing required industrial 

finance in Nigeria. 

In order to fully examine the roles of th~ DFI's 

in Nigeria, the thesis would evaluate the roles of the 

main DFI's, N.I.D.B., N.B.C.I., State-owned Developmertt 

Finance Institutions and the Small Scale Industrial 

Credit Scheme operated by some State Ministries or 

Parastatals. The'choice of NIDB and NBCI as the main 

DFI's considered in this chapter is based on their 

involvement in industrial development and financing as 

well as the availability of necessary and reliable data. 

The role of DFI's include financing of industrial 

projects, provision of ,technical assistance, co-financing 

of projects, promotional programmes, equipment leasing, 
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advisory services and enhancernent of the deyelopment 

of capital market. Individual DFI's however provide 

specialised services .and hence played different roles 

in industrial finance.· 

The NIDB finance roles is expected t6. cover the 

provision of finance in the for_m of long or medium··term,". 
,•, 

or in form of equity share participation. The bank is -· 
. . -':"<~-: .• ~ 

also expected to sponsor, and ·underwrite any issue or 

conversion of shares and securities. It is also ex

pected to-make funds available for re-investment by 

causing the transfer of shares· and securities, and by re

volving investments, as rapidly as prudent. 

In the attainment of all the set objectives it is ex

pected to supply one or more of the essential ingredients 

of effective investmènt, long and medium term capital 

usually in short supply in Nigeria. In performing these 

roles, it is ernpowered to join foreign skills and expe-

rience and foreign capital in the development of new in

dustries and the expansion of existing ones. 

Other roles include:-

(a} Evaluating proposals on commerc:i,al ba~is and financing 

such prôjects that cannot g.et funds from regular 

;.:r 
.·., \.1":. 

<u 
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commercial charinels either because such channels do not 

exist or because the risks are too high for private 

financing. 

(b) It is also expected to provide some facilities for 

small scale industries through other expanded credit 

institutions. NIDB finance enterprises that are privately 

owned and manag·ed and hence public corporations and 

Government projects are excluded. As a matter of polic'.y'~ 

it does not finance cottage or sm~ll scale industries. 

Its financial participation in any one project is_limited 

to a minimum of N50,000 and a maximum not exceeding 10% 

of its paid-up capital ahd reserves. Loan repayments 

has two years moratorium and 5 to 15 years amortisation. 

Its major clients are corporate bodies. As at 1987, 

NID~ has sanctioned 529 industrial projects and disbursed 

over N511.4 million. 

NBCI - was established in 1973 and played a major 

role in the implementation of government indigenisation 

policy by providing Nigerians with the much needed funds 

for the acquisition of the foreign-owned businesses in 

Nigeria. 
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The bank in this process, warehoused more than NS 

million worth of shares of some foreign companies that 

could not be immediately bought over by Nigerians. Hciw

ever, the bank is expected to provide among others, equity 

capital and funds by ways of loans to indigenous persans, 

institutions, organisations, medium and long-term invest

ments in industry and commerce, at such rates and terms as 

may be determined by the Board in accordance with govern

ment policies. It is also expected to participate in such 

other banking and commercial businesses as may be directed 

by the Board. Hence the bank is often involved in trans

ëctions involving letters of credit, bills of exchange, 

loan syndication, equipment leasing, etc. 

Limitations to the industrial financing roles include 

the fact that the bank cannot give financial as~istance 

of less hthan N20,000 to a new project or give financial 

assistance to any single company in excess of 10%.of 

its paid-up share capital and reserves. It cannot also 

make investments in the shares_of any comparty (other 

than companies promoted by NBCI) in excess of 40% of 

t_hat company's paid-up capital, while it ca.nnot also 
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provide loans· in excèss·,of the projects acceptable mort

gageable fixed assets unless other collaterals are 

available. 

The impact of the Bank is most felt however in Small 

Scale Industrial financing. As at June 1988, the Bank had 

sanctioned a total of 640 Small Scale Industries projects 

valued at N596 million throughout Nigeria. 

state-Owned.Development Finance Corporation/Investment 

Companies 

Sorne states within the Federation also established 

DFI's or Investment Companies to promote industrial growth 

in their respective states. Sorne of these have been 

listed earlier in Chapter I. However, some of the DFI's 

and state-owned Investment Companies were involved in the 

administration of the Federal Government sponsored Small 

Scale Industrial Credit Schemes which was initiated in 

1974. 

The scheme was designed to make credit available to 

the Small Scale Industrialists in the improvement, ex

pansion and modernisation of existing industries and 

facilities and in the establishment of new Small Scale 
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Industries. The Scheme was initially co-financed by both 

the States and the Federal Government. The Scheme in 

Ogun State was operated by the Ogun State Industrial and 

Finance corporation, while the Industrial Investments 

and Credit Corporation (I.I .C.C.) and the Oyo State 

Ministry of Commerce and Industry operated the Scheme in 

Oyo State. Bendel, Lagos and Ondo States also operated 

the Scheme through their respective-Ministries of Indus

tires. Sin.ce tfie Federal Governme·n t laid off the Scheme 

some years ago, the scheme had almost collapsed in most 

of the States of the Federation. Information from the 

States suggests poor repayment performances. Studies by 

Olaniyan (1985)_, George (1986), Omoniyi (1985), 

confirrned these observations. 

For exarnple,Gieorge (1986) found that in Ogun State 

between 1974 and 1976 a total of 246 applications were 

approved throughout the former Western State · (cornprising 

Ondo~ Ogun and Oyo States) out of which only thirty-

six (_36) were approved. In a related analysis for Ogun 

state between 1-9-JS and 1985 only 64 applications were 

approved of a total of 1,081 applications received for 
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assistarice. Thi.s repres€;lnted just about 6% of total re

quests made. 

6.2 Sources and Uses of Funds By DFI's 

Most of the DFI's obtain their funds from various 

sources. Loans and advances from government, loans from 

.international bodies, e.g. IBRD (World Bank, IDA, IFC 

(International Finance Corporation), Loans from the domes

tic money market and repayment made by previous benefi-

. ciaries. 

As enumerated earlier these funds are used for those 

purposes defined in the enabling acts establishing each 

DFI, details of which are contained earlier in this 

chapter. 

6.3 Credit Policies and Operations 

The credit policies are different for each of the 

DFI's. In the case of the NIDB, it finances and invest.s 

only in medium to long term bases to industrial establish

ments either for expansion or start-up of projects. Its 

minimum investment in any one project is NS0,000 and a 

ma,ximum of Nl5 million. It can finance between 75-80% 
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of the entire project cost, in terms of both equity 

and loans. The bank cannot grant financial assistance 

more than 15% of its paid-up share capital and free re

serves to any single project. 

/ The client company is expected to pay interest 

charges at the ruling rate and is expected pay appraisal 

and negotiation fees of\% of total loan sanctioned, and 

a legal and commitment fee of\%. 

As a matter of policy, the bank takes a first charge 

on the company's present and future fixed assets and a 

second on the floating assets as security for its loans. 

The value of such security must be at least 1\ times the 

proposed loan because in the event of possible liquidation 

the intrinsic value of the company's assets may be less 

than the book-value, and hence the bank can be·covered. 

For whatever reason if a company defaults in the 

repay,.nent of its instalmental loan or seeks for à capital 

repayment deferment, a penal rate of 2% is chargeable on 

the outstanding balance on its loan account. 

The bank also reserves the right to appoint a director 

on the board of any company it finances until such loans 
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is fully amortï~éd. Alsb/ before the bank disburses any 

part of its loans sanctioned the promoter must have paid up 

to 40% of his equity contribution or be able tci show 

evidence that the amount had been expended on verifiable 

items. 

', To discourage diversions,the banks loans are usually 

tied to the procurement of some specific capital items of 

_plants and Machineries and in most cases, payments are 

made directly to the suppliers by the bank. 

However because of these ~tringent credit policies, 

many projects have not· been able to take-off because the 

promoters have been unable to meet some of the condition

alities. For example, the process of obtaining loans 

appeared unnece.ssarily too long with f inancial commitments 

along the way. Some other promoters have not been able to 

meet up their own. equity contribution and hence approved 

funds could not be obtained from the bank. 

The bank may have to relax some of these conditions 

in ordèr to stimulate greater interests in their loans. 

N.B.C.I. 

The credit policies of NBC]· are similar to those of 
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the NIDB èxcept for.size and volumes of loans àn.d the 

maturity of loans. Among others, NBCI would accept any 

asset of lawful and commercial value as security for its 

loans. The bank charges interest generally lower than 

commercial rates toits clients. Such rates are subject 

to revision from.time to time but usually in reference to 

prevailing commercial rate. The Bank also imposes pena

lties ~or delayed interest paym~nts énd charges interest 

on arrears remaining unpaid until the next interest due 

to date. 

The bank require a minimum equity contribution of 

10% of total estimated investment in the project from its· 

clients and where the total. capital cost is over Ml,000,000 

(One million Naira) the equity contribution is expected 

to be at least 15%. 

The bank may also provide equity finance in advance 

before all the requisite preconditions are fulfilled. 

Such equity advance are ultimately converted into shares 

after all the other conditions have been fùlfilled. 

NBCI also give guarantees to other banks to secure 

financial commitments by tflird parties. It charges 

commission for this service at not more than 2% .Per annum. 
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NBCI's normal .r~payni.ep..t period is seven years with two 

years moratoifum after the commissioning of the project. 

Up to 15 years repayment period can also be allowed. 

NBCI charges commitment fees only on the und.rawn balance 

of the sum approved for the project. 

In al~ the credit policies of the NBCI appear more 

relaxed than that of the NIDB. Most of the state owned 

DFI's and Investment Companies especially in Lagos, Ogun, 

Oyo, Ondo and Bendel States, adopt wholesale the credit 
. ~ 

. policies of either of the NIDB or ,NBCI; 

6.4 Appraisal of Existing Activities 

In appraising the existing. activities of DFI 's , 

emphasis would be laid on the performances of NIDB and· 

NBCI. Other DFI's especially those owned by the States 

have been inhibited in their activitles by the dwindling 

financial fortunes of their respective state governments 

and the low repayments on pre viously sanctioned loans. 

For this appraisal, reliable data were obtained for the 

period 1978 to 1987 for bath banks chosen, NIDB and NBCI. 

According to NIDB Annual Reports (seve:r:al years) 

NIDB sanctioned a total of 753 projects within the period·. 
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Since 1983, there were reductions in the number of 

sanctions. Total·amount sanctioned was Nll44.4 million 

out of which N638.8 million was disbursed between 1964 

and 1987. (Table ],.2). Fromthe table of NIDB sanctions, 

the highest disbursement was recorded in 1987. This may 

not be unconnected with fact that project costs had to 

be revised.in the light of rising prices associated with 

the effects of the Structural Adjustment Programme. 

This is especially true for projects with high impo+t 

content. From the table; there were some years in which 

actual disburserrents were greater than the amount approved. 

This is as a result of the financing of unfinished pro~ 

jects carried over from previous years. Since inception 
. . 

the bank had approved an average of about 31 projects 

annually. This performance looks like a tip of the ice

berg considering. the investment potentialities in the 

country and the need for development. finance by various 

investors. 

Table (13) also showed NIDB's projeèt sanctions, 

approval.s and disbursements by States between 1964 and 

1985. In all the states of the Federation, Lagos had 

the highest sarictions of 173 projects with NIDB's 
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Years 

1964 

1965 

1966 

1967 

1968 

1969 

1970 

1971 

1972 

1973 

1974 

1975 

1976. 

1977 

"1978 

1979 

1980 

1981 

1982 

1983 

1984 

1985 

1986 

1987 
1988 

1989 

1990. 

Total 
. 1 -

159-

TABLE ~.12 

NIDB SANCT.IONS ~D DISBURSEMENTS (1964-1987) 
1 .... •• 

No. of Ptojects<. Total Amount 
Sancti9_ried · · · /:,. Approved 

.. N ' 0 0 0 , 0 0 0 

26 

18 

.7 

9 

8 

20 

28 

40 

14 

32 

.22 

40 

27 

27 

24 

30 

49 

73 

52 

45 

32 

47 

30 

53 
n.a 

16 

_ 63 

753 

3.4 

2.7 

0.7 

2.0 

1.4 

4.8 

6.4 

11.4 

4.1 

17.8 

19~3 

59.8 

51.4 

74.3 

34.7. 

43.8 

56.9 

93.2 

47.9 

35.7 

· 19. 0 

66:8 

58.3 

.397.8 
ri.a· 

123.6 

_649.8 

Nll44.4 

Total Amount 
Disbursed 

(N'000,000 

2.8 

1.9 

0.5 

1.3 

1.1 

2.3 

2.2 

4.2 

5.1 

3.9 

7.1 

13.4 

31.4 

42.1 

45.8 

46.9 

47.6 

44.5 

54.7 

39,8 

17.5 

22.9 

81.7 

109.9 
_}1._{i 

91·. 9 

218.38 

N638.8 

Source: Cornpiled frorn NIDB Annual Report (1964 - li90)·. 
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TABLE 13 

COMPARATIVE PERFORMANCE OF NIDB SANCTIONS BY STATES 
(1964 - '1985) 

No. of Total NIDB NIDB Partici- % of 
Sanctions participa- pation as % total 

States tion of Total Cost sanctions 
H'000,000 of Project 

Abuja 5 18.5 8.9 2. 8 . 

Anarµbra 47 31.7 33.4 4.8 

Bauchi 24 32.J 22.7 4.9 

Bendel 36 22.7 32.7 3.4 

Benue 9 18.3 . 13 .1 2.8 

Borno 12 13.7 ,8.4 2.1 

Cross Rivers 21 26.7 26.3 4.1 

Gongola 8 11.3 8.0 1.7 

Imo 53 36.4 41.8 5.5 

Kaduna 52 61.3 31.3 9.3 

Kano 21 25.3 21.6 3.9 

Kwara 33 17.5 35.1 2.1 

Lagos 173 140.9 29.0 21.4 

Niger 15 20.9 15.6 3.2 

Ogun . 48 61.3 25.2 9.3 

Ondo 30 22.4 21.4 3.4 

Oyo 41 59.1 30.8 9.0 

Plateau 14 9.6 39.4 1.5 

River 11 7.7 25.6 1.2 

Sokoto 16 19.6 8.4 3.0 

Source: Compiled from. NIDB Annuàl Reports (1964 - 1985). 

. . ·__1''• 
' ___ _...,......_.. . .._..:,__ 
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',··. .·.· . ;.·.:-· 

.:·• 

participation. y_âlued_' at Nl4 0. 9 million representing 29 % 
.. 

of the total project costs. Infact, this sanction repre-

sents about 21.4% of total sanctions in all the states 

of the Federation. Bendel, Ogun, Ondo and Oyo States 

(constituting) this study' s sample area) had 36., 48, 30 

and 41 projects sanctioned within the period. repre-
.. 

senting 3.4%, 9.3%, 3.4% and 9.0% of total sanctions in 

all the states of the Federaiion. Hence, Lagos, Bendel, 

Ogun, Onde and Oyo States had a total of 46.5% of total 

NIDB sanctions between 1964 and 1985. This is an impre

ssive performance compared to other parts of the country. 

Years 

1-978 
1979 
1980 
1981 
1982 
1984 
1985 
1986 
1987 

Total 

TABLE 14 

NBCI SANCTIONS AND DISBURSEMENT (1978-1987) 

No. of 
Projects 
sanctioned 

119 
142 
157 
250 
-52(885)* 
. 24 

10 
40 

173 

1,890 

Amount Approved 
N'000,000 

146 
176.15 
189.6 
267.5 

70.26 
Q.80 
3.70 

25.40 
133.6 

1,035.11 

Amount 
Disbursed 
N'000,000 

44.6 
79.27 
98.08 

132.68 
23.93 
6.80 
9.95 

41.10 
51.60 

522.41 

source: Compiled from NBCI Annual Reports (1978 - 1988). 
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NBCI: 

Between 1978 and 1987 NBC'r had sanctioned a total 

of 1,890 projects. This figure was particularly high 

because of the inclusion of Federal Ministry of Indus

tries, Small Scale Industrial Credit Schemes which was 

operated through the NBCI~ Total annual approved for 

NBCI assisted projects were Nl035.ll million during the

period while actual d.isbursements were 522.41 million 

(Table 14). 

The. projects sanctioned were spread over all the 

states of the Federation · However details of the spread 

were unavailable for this study. NBCI's portfolio were 

spread over fourteen economic subsectors, with the Food 

and Beverage subsector constituting the largest, followed 

by non-metallic mineral products such as granite quarrying_ 

and crushing, cernent, block-making, etc. Others include, ··· 

leather products, foot wears. Details of the NBCI's 

sanction, approvals and disbursements are contained in 

Table (14). 

The performances of NIDB and NBCI in their loan 

portfolio discussed above revealed that not much has 

been achieved in terms of financing of industrial 
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developm~nt in -}Iiger_iâ t.hrough these DFI 's 

Arnong the problems identified which militate against 

these organisations·include:-

(1) The conflict between their social objectives and 

economic realities. These DFI's were supposed to lend 

out to prospective investors at socially desirable rates 

which are usually lower than the prevailing market rates 

of interest. Hence, it be~omes particularly difficult 

for them to·raise funds from the domestic capital markets, 

since such markets have no concessional interest rates. 

(2) Given the inabilities of these DFI 1 s to raise funds 

from the capital market apd other commercial financial 

institution, thère is a greater dependence on government 

subventions and grants. Government funding of these 

DFI's nave been found inadequate in meeting the finance 

requirements of investors in Nigeria, due to the changing 

economic fortunes of Nigeria in recent ye~rs. Hence, the 

Government had to· look beyond the country's shores for 

international financing from the World Bank, Economie 

Commission fôr Africâ (ECA), IDA, IFC, etc. Other dome

stic sources of finance are yet to be exploited as the 
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household sector continues to remain essentially outside 

the formal financial markets. Because of lack of 

adequat~ financial services at the household level, the 

Non-Institutional financial sources e.g. Money Lenders 

·aominate the main source of investment funds to the 

numerous industrialists as found out in this study. 

(3) Government credit policies especially to the DFI's 

have inhibited their profitabilities. Infact, some have 

found it difficult to break-even since their l~nding 

rates were usually lower that the commercial rates. 

Hence, from the above, their roles as prime movers 

and catalysts for industrial and economic development 

is often stultified bygovernment control. During the 

period (1978-1987) both the NIDB and NBCI encountered 

different problems which militated against their effective 

performances. 

The austerity measures of 1978 and other belt

tightening" measures up to the Structural Adjustment 

Programme initiated in 1986 curtailed economic activities 

within the National Economy. Partièùlarly significant were 

governrnent i:nonetary and fiscal policies to stem the tide of 

inflation, These policies affected the DFI's and the 
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Commercial and Merchant Banks. 

Infact, some of the major casualities of the SAP 

policies were the small and medium scale enterprises 

who experienced poor sales, poor profits, underutilisa

·tion of capacities (usually between 30-40%). All these 

resulted in poor repayments to these DFI's, hence cur

~ailing_their lending activities. 

Infact, the introduction of the Foreign Exchange 

Market (floating exchange rate system) necessitated the 

review of_ the capital costs and financial projections 

of a lot of already 9:pproved projects. The Annual 

Reports of NBCI (several years) revealed that as at 1985 

many of the assisted projects not only operated below 

capacity, but some of them actually closed down, while 

some projects could not take-off because of failure or 

delays in obtaining import licences and because of in

sufficient credit lines for the confirmation of the 

needed letters of credit. 

The above led to serious repayment consequences 

with some beneficiaries deliberately ignoring their 

financial obligations to the banks. 

However, there are brighter prospects for DFI's 
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in financing industrial development in Nigeria. 

Over the years, the tight economic measures 

introduced ha.vè led to the current liquidity squeeze, 

qigh interest rates and strict credit guidelines which 

are likely to continue until the economy improves. This 

would definitely pose greater challenges to DFI's since 

these policies are likely to lead to increasing costs 

of projects and probably a reduction ïn the number of 

sanctions and consequently a reduction in the level of 

performance. 

In realisation of the roles of DFI's in the promo

tion of small and medium scale enterprises, the Federal 

Government has improved its attitude towards the funding 

of these agencies. Hence the banks are expected to 

register further progress in the years ahead as the 

government has started creating the base of industrial 

finance. With the aid of the Federal Government the 

NBCI was able to secure $40 million from the ADB to meet 

the foreign exchange requirements of small and medium 

enterprises in Nigeria. The NIDB and NBCI also receive 

assistances from other international financial institu

tions_such as IDA, IFC, ECA, ECOWAS, OPEC, ADB etc. 
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To supplem.~nt the efforts of these DFI's and solve 

the perennial problems of scarcity and high cost of 

loanable funds to enable the small and medium scale 

enterprises play their expected roles in economic growth 

and technological advancement, the Federal Government 

established the National Economie Reconstruction Fund 

(NERFUND) in 1989. The scheme was designed to provide 

medium to long terra loans to participating banks for 

on-lending to small and medium scale industries. The 

funds have 5 to 10 years maturity with moratorium of 

one to three years and concessional interest rates of 

between 8% and 14% for dollar denomi11ated funds and 

an extra 1 - 5% for naira denominated funds. Initial 

capital is 5.6 biilion Naira, out of which loans 

totalling N314.6 m_llion had been approved for 64 

projects in its first years of operation. 

Several arguments have been made against the 

operation of the funds some of which will be discussed 

later in this study. 
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CH~TER SEVEN 

SUMMARY, CôNCiusloNS:·. AND RECOMMENDATIONS 

7.1 Sununary of Findings 

This thesis has discussed and assessed the determi

nants of and levels of availability and requ~rernent of 

funds by Srnall Scale Industries. Additionally, it 

focused on the impact of developrnent finance institu

tions on the growth and flow of credit to Srnall Scale 

Industries and the significance and substitutability. 

of the di1ferent sources of finance in SSI's capital 

expenditures. It therefore indicates vividly the 

considérations that lead to the substitution of 

diffe·rent sources of funds · for each of the investrnent 

expend.1.ture of the SSI's. 

The analysis of data obtained on Srnall Scale 

Industries in the sarnpled area revealed the.obvious 

fact that the major sources of funds to Srnall Scale 

Industries are Equity Capit9-l and Debt Capital. This 

is in conformity with a priori expectations. For the 

total samples, only (TDFI) Development Finance Insti

tutions appeared as significant credit variable 

irnplying that DFI's contribute significantly to the 
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supply of loanable funds. This finding, is corrobo

rated with the·sectoral analysis in which TDFI was 

significant in two of the four sectors .· However, the 

analysis on the states revealed that individually, the 

·Banks and Non-Institutionàl ·financial (BNF) sources 

are significant sources of fuhds in Bendel, Lagos and 

Oyo States while Ogun and Ondo States Small Scale 

Industries had little or no access to credit- facili

ties either from Institutional or non-Institutional 

sources .. This is without prejudice to tfie fact that 

each of the~e stàtes (Ogun and Onde) has several 

Commercial Banks and at least a branch of a DFI (e.g. 

Nigerian Bank for Commerce _and Industry) or astate 

Development Finance·corporation. The significance of 

BNF (Bank an_d Non-Institutional) sources of funds to 

Small Scale Industries in Bendel,.Lagos and Oyo States 

and the insignificance of Net Trade Credit and DFI's 

in the regression equations~suggest that Srnall Scale · 

Industries in this state have some accessibility to 

bank loans, while also relying on non-Institutional 

financial sources which may be money leaders, loans 

from friends and relatives or even equity capital as 
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empirical .evidences from NISER (198 7) stud'ies have 

shown. 

Findings on the determinants of demand of funds 

(i.e. fund requirements) shüvled clearly that nearly 

all the small scale industries required funds for ex

pansion of existing facilities. ·This is ev.idenced 

from the analysi~ of the total samples, the four 

sectors .and the five states which revealed that they. 

all requiréd funds for expansion purposes. The analy

sis further revealed that in addition one of the 

sectors (III) and one of the states (Ondol1 'showed the 

significance of working·capital requirements, while 

Bendel and Oyo States SSI's required funds for Invest

ments in fixed assets in addition to the. requirement 

for expansion programme. The, findings above are in 
. . 

conformity with a priori expectations in .which Capital 

for Expansion (EX), Fixed Asset Investment. (IT), 

Working Capital (INV); Total Gross Investment (TGI) 

and Interest (R) were expected to be significant in 

the equations. 

With respect to the credit variables, the find

ings appeared to be against a priori expectations that 
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TDFI (DeveloprneriJ Finat),ce Institutions) would be 

significant. T~is is ~ec~~se the DFis especially 

NBCI are expected that given the concéssional terrns 

of some loans and the faç:t they were set up principally 

to provide funds to such industries, one would expect 

some reliance on them as reliable sources of funds. 

What the analysis showed was that small scale industiies 

relied much on Net Trade Credits, Banks and Non-financial 

Institutions. This revealed that the DFI's are 

probably inaccessible to some of these small scale 

industries within the sectors and the states, respecti

vely. The significance of Net Trade Credit (NTC) 

is consistent with a p~iori expectations since it is 

expected that NTC would be more significant in inven

tory financing, of small scale industries by SSI 1 s. 

The present levels of interest rate could have been 

responsible for such reliance. Bigger commercial 

enterprises have been known to source their funds 

internally rather than obtain the exhorbitant loan 

from formal sources. 

In the evaluation of the significance,and 
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sùbstitutability .of the different credit variables, 

in this analysis, it was found that Banks and Non-

.. f inancial sources (BNF, TNF and TLB) were the main 

significant credit variables suggesting that credit 

·for fixed assets, investments were_often sourced from 

Non-Institutional sources, while some were sourced· 

from Banks. The signif icance of Banks in fixed As.set 

:çnvestments of some SSI's and the apparent insignifi

cance of DFI's in the equat;ions showed.that Bank credit 

sources cquld be substituted for DFI's finance in the 

acquisition of fixed assets. This therefore raises 

some policy implications. especially for government 

selective credit policies in favour of SSI's. This 

result suggests that any government pôlicy directed 

towards the acquisition of fixed asset should nece

ssarily involve Banks and other Non-Institutional 

sources. DFI's were found significant i:p. Ondo State 

in conformity with a priori expectations. The stùdy 

further showed that Banks (which were supposed to 

lend on short-term basïs are probably restructuring 

the credit programmes to include support for some 

medium term investments. 
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In the analysis of_ tl:}e significance and substitu

tability of other sources of finance for working capi

tal, it was observed that Net Trade Credit (NTC) and 

Banks and Non-Financial (BNF) were the only significant 

credit var.:lables. TDFI was not significant in any of 

the equations which is in contrast to a priori expec

tations. The_significapce of NTC (Net Trade Credit) 

and BNF (Bank and Non-Financial Institutional) sources 

revealed that these sources could be substituted for 

DFI's in the finance of ·the working capital require

ments of Small Scale Industries. This however raises 

some issues for credit policy formulation for finance 

of inventory changes of i:,mall Scale Industries in 

Nigeria. In the analysis of all samples for determi

nants of expansion expendi ture of Small Sc.ale Indus-

.· tries·, the res:ults showed that all variables estimated 

were significant determinants in conformity with a 

priori expectations. The negative signs of R suggests 

as previously explained the disincentive nature of 

Interests cost of debt in the demand for loanable 

funds .in Nigeria. In thè analysis of the significance 
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and substitutability of the different sources of funds 

for expansion programmes of Small Scale Industries, 

the study revealed the significances of all the Credit 

variables in all the samples taken togethe·r. However ~ 

in the individual analysis of states and the sectors, 

TLB (Banks) and (BNF) (Banks and Non-financial Insti

tutions) were found more ·significant as sources of 

funds to Small Scale Industries in the sampled area. 

This has som~ serious policy implications which are 

discussed later in this study. 

Among the credit variables, TDFI (Development 

Finance Institutions) was the only significant source 

of funds for the total Gross Investment. However the 

analysis of the sectors and states revealed that the other 

credit variable~ were also significant in one or two 

equations involving states or sectors. This result is 

conformity with a priori expectations in which they 

· were all expected to be significant sources of funds. 
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This c;orrobora·tei: the ·~ariier findings on f ixed as sets, 

inventory and expansion financing. The insignificance 

of Development Finance Institutions (TDFI) in any of 

the sectors and states individually however revealed 

that, DFI's contribution as a major source of funds 

in the total investment expenditure would be better 

enhanced by improvements in their contributions to 

individual states and sectors. Infact the study re

vealed that none of the states had DFI's significant, 

with Bendel, Lagos and Oyo having banks as major· 

sources of total investment expenditure. Ogun and 

Ondo SSI's had no significa~t access to any loanable 

funds either from Banks, or even Non-Institutional 

Sources. This result has a lot of policy implications.· 

7.2 Policy !mpliçati6ns ·and Options 

In the summary of findings, it was revealed that 

SSI's require funds mostly for expansion o"f their 

capacities and investments in fixed assets. This 

indicates that the most limiting factor to the growth 

and development of Small Scale !ndustries is Expansion 
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of Existing Capacities and Investment irt Fixed Assets 

(start-up capital); The implication oÎ these findings 

is that appropriate policies must now-be designed to 

cater for this basic requirement as against existing 

policies which concentrates most on working capital 

and total Investment Expenditure of SSI's. 

The significance of DFt's in the Money Capital 

availability equations suggeststhat in addit~on to 

Equity Capital of SSI's, DFI's contribute to the 

supply of loanable funds to some extent. _The relative 

insignificance of DFI's in the states and among the 

sectors, and the significance of Banks and Non-Finan

cial Institutions (B.NF) in some of these states suggests 

that bank credit and Non-Financial Institutional 

sources could be substituted for DFI's credit in the 

availability of funds to SSI's. However, the signifi

cance of Devel-opment Financial Institutions (TDFI) 

in the total sample indicate that they could still 

contribute more effectively to SSI's financing if the 

scope of their activities, coverage and operational 

policies are improved within .the states. These 

findings further indicated that DFI's could have been 

• 
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more significant lf the SSI's in the states sampled 

have significant accessibility to DFI's credit. This 

may not be unconnected with the fact that the scope 

of coverage of DFI's are often limited in Nigeria, 

e.g. NBCI which is a major DFI serving each of these 

states has only a single branch, often situated in 

the capitals and apparently inaccessible to SSI's in 

various parts of the states. Based on the apparent 

inaccessibility·of the DFI's to these SSI's, most .of 

them would want to source their funq.s mostly from Net 

Trade Credit as revealed in the Money Capital Require

ment equation. This showed that they have less 

confidence in DFI's~ Banks and other Institutional 

finance sources either because of unawareness of their 

facilities or in reaction to their "unfavourable" 

credit_ policies and requirements. The study also 

revealed that the interest cost of debt, in contrast 

to ~ priori expectati6ns is nota disincentive to 

borrowing by Small Scale Industries. Empirical evi

dence from studies on Small Scale Industries (O.A.U) 

(1972), NISER 1987 studies showed that these SSI's, 

source rnost of their funds needs fron Non-Institutional 
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Credit sources è.g., money lenders at exhorbitant 

interest rates·. The sigrtificance of Banks and Non

Financial Institutions in financing fixed asset Invest

ment, working capital (changes in inventories), 

capital for expansion, suggest the possibilities of 

substituting Bank Credit and Non-Institutional sources 

of finance for DFI's credit for the specified invest

ment expenditure. 

The relative insignificance of DFI's in fixed 

asset investments (start-up capit~l), Inventory finan

cing and capital for expansion further suggests that 

despite their presence in each of the states in the 

sampled areas their contributions to the specified 

investment .expendi ture of SSI' s have not been encoura

ging because, the significance in the overall sample 

has indicated they could be a more reliable source of 

funds than Banks. By.their objectives, they are 

expected.to provide the required funds at more conce

ssional terms than the Banks. Infact the significance 

of DFI's in the total Investment Expenditure equations 

(TGI) lend credence to this assertions. 

In the case of the existing DFI's, discussions on 
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their roles we~e concentrated on the studies made on 

NIDB, NBCI a1id State owned DFI 's. The studies re

veale9 that they were .all set up to provide medium to 

long-term finance to industrial projects, while some 

could take up equity shares, depending on the stated 

objectives of the establishment. However, only the 

NBCI and some state-owned DFI's provide any finance 

to SSI's. In the case of NIDB, SSI's are excluded 

from their scope of activities. The NIDB and NBCI, 

often actas ~pex in~titutions with provisions ~or on

lending to state DFI's, ~ssociations, groups etc. 

Their credit policies differ a lot with NBCI and state 

DFI's having better concèssional terms of loans. Both 

the NIDB and NBCI source their funds from domestic 

and foreign sources. State DFI's often obtain their 

funqs from their state governments. Domestic sources 

of funds to NIDB and NBCI are often subventions ahd 

loans from the Federal Government and repayments from 

previous beneficiaries. Foreign sources are often from 

International Finance Institutions, e.g. the World 

Bank, IDA, I.F.C. and A.D.B. etc. 

In the appraisal of their existing activities it 
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was revealed that between 1964 and 1987, NIDB sanctioned 

a total of 735 loans amounting to about Nl.14 billion. 

However, total disbursement was about N0.64 billion 

representing 56% -of the amount approved. The study further 

revealed that NIDB sanctioned an average of 31 loans 

annually over the 24 year period. Infact data compiled 

from the Research Department of NIDB showed that. Lagos 

had 173 projects sanctioned. Bendel 36, Ogun 48-, Ondo 

30 and Oyo 41 between 1964 and 1985. This appeared to 

be a tip of the ice-berg when compared to the annual 

applications from each state. 

For NBCI, the situation is not different with a 

total of 1,890 projects sanctioned between 1978 and 

1987 giving· average ·of. 189 projects sanct.:j_oned by 

NBCI per year throughout the 21 states in Nigeria. 

The recent NERFUND scheme do not appear to be any 

better, with only 64 projects sanctioned nationwide in 

its first year. The inadequacies of the DFI's and 

the recent NERFUND scheme calls for an urgent review 

of government policies and guidelines. The inclusion 

of Commercial and Merchant Banks in the administration 

of the NERFUND Scheme appears fraught with danger. 
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Past activities and responses of these Banking insti

tutions to- governrnent credit guidelines as it relates 

to _industry and particularly SSI's have not been en

couraging as.enurnerated in Chapte~ Two of this study. 

Therefore, it was observed.that betweeR-1983 and 1985, 

CBN targets of 16% to Commercial and Merchant banks 

with respect to total loan and advances to Srnall 

Scale Enterprises, were not met. Indeed, they could 

only grant 3.8% in each of the years. Hence, there 

is a need for a reconsideration of their ·involvement 

in any scheme such as NERFUND, thàt calls for conce

ssional terms of loans to Small Scale Industries. 

Policy Recornrnendatïon 

From the surnrnary of findings and policy implica

tion arising therefrom, the overall conclusions that 

can be drawn from the determinants of money çapital 

requirement and the assessments of the degree of 

substitutability among the credit variables are many. 

I hi_ghlighted some of these:: 

(1) There js need to know the financial decision 
1 

making processes of the numerous Srnall Scale Industries. 
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This would ensure that only.the desirable Investment 

Expenditures are supp~rted.- For example, any policy 

designed to proyide only working capital to SSI's 

would not be effective in the development of SSI's as 

would that designed to provide start-up capital or 

capital for expansion. Such tests similar to that on 

Money Capital Requirement equations in this thesis 

would provide an adequate basis of knowing some of 

the determinants of the financial decisions of SSI's. 

(2) Goverhment credit policies to faveur SSI's should 

be .directed to the total sources of available credit 

to SSI's. The study has revealed the possibilÎties 

of substitution between the different sources of 

finance, especially the possibilities of substitution 

between Bank Credits, Non-financial Institutional 

Credits, Net Trade Credit, and Development Finance 

Institutions. 

(3) That the existing DFI's have no significant im

pact .on each of the component investment expenditure 

of Small Scale Industries while other credit. variables 

are significant in one or two of the investment 
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expenditures. Hënce any government policy aimed at 

improving the financing of Small Scale Industries is 

likely to be more effective if DFI's operations and 

loans are improved and increased to cater for the 

total investment Expenditure of Small Scale Industries, 

while specialised institutions like Bank~, and Non

financial Institution should be encouraged to provide 

those investment expenditure in which they have the 

best comparative advantage. 

In view of the main conclusions above, the 

following recomrnendati_ons which would ensure that loans 

are adequately available to SSI's, the DFI's contripution to 

SSI's finance are improved and effective mechanisms 

are designed to improve ori the existing funding avenues 

of SSI's:-

(1) Commercial Banks should be inc.luded in any g_ov~rn

rnent credit policies in faveur of SSI's since they 

have been found assignificant sources of funds to 

Small Scale Industries in some states for start-up, 

working capital, expansion investment exp~nditure. 

As enumerated earlier, their inclusion is fraught 

with danger, if government credit guidelines are not 
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effectively enforced on them. Their profit motives 

would definitely overshadow any social responsibili

ties that may be entrusted to them. 

(2) The Governrnent should initiate distinct credit 

policies for Srnall Scale Industries. in Nigeria. This 

should include the establishment of a specialised 

Banking Institution for the finance of each of the 

Investment Expenditure of Small Scale Industries, viz: 

Fi.xed Assets Acquisition (start-up capital), Working 

Capital and Capital for Expansion. Such institutional 

arrangements would be sirnilar to the _Indonesian 

experience where there were separate loan schernes· for 

Fixed Asset Investrnents; Working Capital and 

Expansion Capital, .. 

Interest rates for each of these investrnent expendi

ture of Small Scale Industries are differentiated in 

.terms of size and purpose. Such schemes could be 

effectively initiated in Nigeria if the National 

Association of Srnall Scale Industries (NASSI) are 

involved, since they could take such loans and on

lend to their rnembers without collaterals. 
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It is . there.fç,re sÙ
0

~_gested that the Nigerian Bank 

for Commerce and ·i:ndustry r>e reorganised and turned 

into Small Scale Industries Bank of Nigeria (SSIBN) 

mainly to finance the investrnent expenditures on start

up, changes in Inventories, Expansion and even Total 

.Investrnent Expenditure. The present banking activities 

of NBCI are diversionary. They would contribute more 

effectively to the Small Scale Industries finance if 

they specialised mainly on Small Scale Industries 

without duplicating the activities·of the N.I.D.B. 

(3) Developrnent Finance Institutions in Nigeria should 

be encouraged or rnandated to caver more effectively 

their locations; through establishment of more branches 

to improve their accessibilities to Small Scale Industries 

in their locations. The situations in which they 

have a single branch, and located in the State capitals 

is not good enough. 

(4) As an alternativ~ finan~ing strategy, it is · 

suggeated that a selective financing policy be initiated. 

This would entail diffe:œntiating between Export

oriented Industries and Inward-o.riented industries. 

This differentiation is particular].y necessary for 
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Nigeria to enhance improvements in hitherto unfavour~ 

able balance of payments. The strategy should be so 

designed to encourage those Small Scale Industries 

that are export-oriented with large size loans at more 

concessional terms than the Small Scale Inward Indus

tries. The.experien6e of South Korea is a lesson to 

Nigeria. 

5. Finally, it is suggested that the Government 

should set upas a matter of urgency a list of items 

for the exclusive procurement by governmen.t 

This would ensure that the linkage effects in 

the industrial process are effective. It would also 

enhance the growth and development of the numerous 

Small Scale Industries. 
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7. 3 L'i.mi tation of The Study 
··:: 

A maj6r problem encountered was in the 
.. 

quality of data obtained; ·the study was expected to 

cover certain periods necessitating the use of time 

series data, originally, however over 90% or these 

Small Scale Industries did not keep records of past 

·activities. Sorne had folded up some years back and -just 

resuscitating the business. Given that most of the 

listed industries were no more in existence, some of 

the interviewed .industries were only few years old and 

hence there was limited data to be collected from them. 
' 

All these necessitated the change from a time-series 

analysis to a cross sectional analysis. Finally rnajority 

of the Srnall entrepreneurs·did not keep adequate records. 

Sorne of the information obtained frorn thern were of 

rnernory recall which rnay not be too reliable, and problerns 

of internal inconsistency rnay arise. However, the 

research did all hu~anly possible to irnprove the quality 

of the data by pre-testing the questionnaires and making 

repeated visi ts to clari·fy points or inconsistent 

information with the interviewees. 
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Suggestions for Further Research 

Empirical studies and surveys by researchers and 

Institutions have proved conclusively that Small Scale 

Industries contribute immensely to the national product, 

-value-added, employment generation etc. in Nigeria 

and other developing economies. Infact earlier studies 

proved conclusively that Small Scale Industries are the 

key to industrial development in Nigeria and other 

developing countries. However, the scope of their 

contributions have been limited by inadequate finance 

and other institutional and non-institutional factors. 

This thesis was designed to caver the South-western 

zone of Nigeria and it was envisaged that findings 

from this study would have similar implications for 

Small Scale Industries in Nigeria. However, for further 

empirical validity, it is expected that this study be 

extended to the other parts of the country, the North

Eastern, North-Western, South-Eastern and Middle-belt 

zones of Nigeria, so that a coherent~ nation-wide 

financing policy can be made for Small Scale Industries 

in Nigeria. 
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NATURAL LOG REGRESSION RESULT FOR M.C.A CMONEY CAPITAL AYAILABILITY} 

EQUATION 

CONSTANT 

19_ M 

17_ KE 

1A 2A 3A 

1.07410 1.07577 1_38078 
(3~253) (3.066) (3.154) 

-6_46E-03 -0.01032 0_01381 
(-0.104) · (-0_159) (0.182) 

4A 

0.51039 
( 1. 392) 

0.01784 
(0.286) 

SA 6A 

1_30380 1. 74721 
(L 120) ( 1.087) 

5_18E-03 -0.01513 
(0.026) (-0.042) 

0_58972** 0_61417** 6153410** 0.63769** 0.66226** 0_72184** 
(24.036) (24_818) (21.366) (24.752) (11.984) (5.565) 

18_ D 0_26542** 0_33651~-* 0.36263** 0.35229** 0_37534** 0.17509 

10. TAD 

11. BNF 

12_ TLB 

13_ TDFI 

14_ TNF 

15_ NTC 

D_W_ TEST 
F-VALUE 
S_E _ 

(5_606)· (6_048) (5_405) (7.807) (3_154) (0.929) 

0_12027 
(2-847) 

0_02630 
(0_546) 

-0.0902 
(-0.467) 

0.035766 
(0.703) 

-0.09034 
(-0.853) 

0_01523 
(0_ 119) 

0_90982 0_90336 0.87582 0_97290 0.86165 0_70655 
1_82267 1_81848 1_85914 1.96184 2_18244 2_09507 
361-6896** 325_8271* 202.0097** 359.9'360** 77_29123** 17_85417** 
0_27357 0_28450 0_30617 0_16819 0_35829 0-45$40 

_ , -----------------------------------------------------------------·----------. 

NOTE: () T-STATISTICS 
** T-STATISTICS SIGNIFICANT AT THE 5% LEVEL 
*: T-STATISTICS SIGNIFICANT AT THE 10% LEVEL 
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. --

NATURAL LOG REGRESSION RESULT FOR M.C.A.CMONEY CAPITAL AVAILABILITY) 

EQUATION 

CONSTANT 

19. M 

17. KE 

. / FOR. SECTOR I 
·. !-

-7A ' ~·'. . 8/i 

O. 95565** . .<;i-_. 7904().°;; .•. 
(2.001) .. (l.577)" 

-0.10044 -0.12965 
(-0.948) (-1.167) 

9A lOA 

· .0.81961 0.39308 
·.·( 1.163) (-0.871) 

-0.11372 0.07736 
(-0.788) (0.548) 

llA 

2.56910 
(-1. 493) 

0.07772 
(0.278) 

12A 

6.70057* 
(-1.856) 

0 .13963 
(0.177) 

0.59273-** 0.63175** 0.65819** 0.55496** 0.69696** 0.84893** 
(15.017) (16:906) (13.119) (14.660) (7.731) (3.283) 

18. D O. 21853** 0. 33239** 0 .42338** O .44420** 0 .40702** -8. 84 770E-03 

10. TAD 

11. BNF 

12. · TLB 

13. TDFI 

14. TNF 

15. NTC 

R2 
D.W. TEST 
F-VALUE 
S.E. 

(2.679) (3.619) (3.366) (6.886) (2.634) (-0.021) 

0.18204** 
(2.518) 

0.04991 
(0.046) 

-0.07013 
(-0.610) 

0.03483** 
(0.474) 

-0.29031 
(-1. 405) 

-0.41198 
(-1.203) 

0.89798 0.88963 0.84360 0.98087 0.80644 0.47994 
1.78196 1.80799 1.82788 1.99036 2.07214 1.32548 
172.6986** 154.14103** 79.21204** 257.3936** 35.37160** 3.99932** 
0.29237 0.30723 0.34437 0.14247 0.42353 0.57714 

NOTE: () T-STATISTICS 
** T-STATISTICS SIGNIFICANT AT THE 5% LEVEL 
* T-STATISTICS SIGNIFICANT AT THE 10% LEVEL 

• 
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NATURAL LOG REGRESSION RESULT FOR M.C A.CMONEY CAPITAL AVAILABILITYl 
FOR SECTOR III 

EQUATION 19A 20A 21A 22A-

CONSTANT 2.09049 2.10424* 2.43425* 0.39871 
(2.081) (2.070) (1.480) 

19. t1 

17. KE 

(2.065) 

0.17723 
(0.856) 

0.17367 
(0.840) 

0.14946 
(0.694) 

0.09955 
(-2.280) 

0.48531** 0.48861** 0.48579** O. 77741-** 
(25.904) (5.983) (5.545) (31.480) 

18. D 0.37510** 0.38323** 0.40776** 0.19542** 
(2.658) (2.636) (2.582) (4.682) 

23A 

10. TAD 0.01538 Multiple 
( 0 .131) R -= 1. 0 

24A 

------------------------------------------------------ No variance-----------
11. BNF · 3.42E-03 remains in 

(0.028) dependent 
-------------------------------------------------------variable--------------
12. TLB -0.042333 Proportion of 

(-0.268) Unexplained 
---------------------------------------------------------------variance is -
13. TDFI O. 05222' less than 

14. TNF 

15. NTC 

-2 R 
D.W. TEST 
F-VALUE 
S.E. 

(0.955) 1.0E-30 

0.88200 0.88186 0.86129 0.99775 
2.31213 2.32536 2.34438 2.86432 
34.63409** 34.58979** 25.83657** 778.19106 
0.33496 0.33515 0.35071 0.05038 

NOTE: () : T-STATISTICS 
**: T-STATISTICS SIGNIFICANT AT THE 5% LEVEL 
*: T-STATISTICS SIGNIFICANT AT THE 10% LEVEL 
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-;.. 

NATURAL LOG·REGRESSION RESULT FOR MC A.(HONEY CAPITAL AVAILABILITY} 

EQUATION 

. \ . ' FOR BEN DEL STATE } 

33A 34A 

CONSTANT 1. 08356*~_:_. 1.10,:18.0:**{·.· 1. 01515** O. 73422 
(5.570) . ·:,-·:.(5-432) \\ (3. 714) (1.819) 

35A 

0.49740 
(0.699) 

36A 

la35842* 
(2.1.46) 

----------------- ... -----------·----------------------------------------------.. -.. 

19. M -0.070773 -0.06512 ~0.08989 7.86E-03 -0.16460* -0.07750 

17. KE 

18. D 

10. TAD 

11. BNF 

12. TLB 

13. TDFI 

14. TNF 

15. NTC 

. -') R,_ 
D.W. TEST 
F-VALUE 
S.E. 

(-1.483) (-1.247) (-1.306) (0.118) (-1.829) (-0.462) 

0.56756 0.56791** 0.58794** 0.44791** 0.52839** 0.49172** 
(31.324) (30.565) (21.038) · (20.513) (17.466) (4.602) 

0.38724 0.38117** 0.42509 
(10.223) (6.702) (4.730) 

0.02222 
(0.661) 

0.02543 
(0.519) 

-0.02836 
(-0.326) 

0.55131 
(9.126) 

V.A. 

0.42362 
(7.196) 

0.095894 
( 1. 339) 

0.98914 0.98810 0.98793 0.99939 0~97536 
2.02937 2.06083 1.97115 1.44119 2.77959 
1025.934*~ 893.8025** 594.2155** 2191.050** 169.2221 
0.08513 0.08710 0.08502 0.02153 0.09563 

0.40572 
(4.219) 

0.06450 
(0.524) 

0.98430 
1.55074 
126.351** 
0.10948 

NOTE: () T-STATISTICS 
** T-STATISTICS SIGNIFICANT AT THE 5% LEVEL 

* T-STATISTICS SIGNIFICANT AT THE 10% LEVEL 
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NATURAL LOG REGRESSION RESULT FOR M.C.A <MONEY CAPITAL AVAILABILITY) 
FOR LAGOS $TATE 

EQUATION 37A 38A 39A 40A 41A 42A 

CONSTANT 0.75461 0.50907 
(0.8~4) 

0.55542 
(0.901) 

-1.31302 -1.40136 -0.10441' 
(-1.454) (-0.844) (0.000) ( 1. 460) 

19. M -0.10792 -0.22304* -0.21262* -0.72109 -0.69482 0.59032 
(-1.106) (-1.806) (-1.712) (-.1.800) (-0.887) (0.000) 

17. KE 

18. D 

10. TAD 

11. BNF 

12. TLB 

13. TDFI 

14. TNF 

15. NTC 

D.W. TEST 
F-VALUE 
S.E. 

0.57068** 0.60932** 0.6154~** 0.67352** 0.65306** 0.60962 
(19.251) (18.673) (19.226) (13.760) (7.853) (0.000) 

0.15435* 0.29054· 0.22787 
(1.737) (2.733) (1.471) 

0 .48106** 0. 51875* 
(3.709) (2.617) 

V.A. 

0.29728 
(3.886) 

0.16110 
( 1. 676) 

0.96239 0.94785 
2.19912 2.08757 
212.0819** 150.9471 
0.18495 0.21778 

0.21362 
( 1.473) 

0.138416 
( 1.608) 

. 0.13454 
(0.764) 

0.48307 
(0.000) 

0.94678 0.97263 0.94799 · 1.00000 
2.06466 2.69969 2.63660 N.A. 
147.7613** 89.85082** 32.90042** UNDEFINED 
0.22001 0.17030 0.23679 

-----------------------------------------------·--------------- ----------------

NOTE: () T-STATISTICS 
** T-STATISTICS SIGNIFICANT AT THE 5% LEVEL 
* T-STATISTICS SIGNIFICANT AT THE 10% LEVEL 

CODESRIA
 - L

IB
RARY



AppencJ.ix ~.6 
196-

REGRESSION RESULT FOR M.C.A.CMONEY CAPITAL AVAII.ABILITYl 
FOR OGUN STATE 

EQUATION 43 44 45 46 47 48 

CONSTANT 38851_52 36009_34 4575_51 13096_94** -138544_6 -160077_2 
(0_446) (0_411) (0_427) (8_692) (-0_239) (-0_176) 

19_ M 5340_55 
(0_155) 

7286_78 
(0_207) 

13554_24 -5207_73** 202501_59 202834_10 
(0_318) (-8_739) (0_631) (0_481) 

17_ KE 1_06081** 1_08097** 1_06226** 1_11438** 2_39775 
(3_053) (3_143) (2_545) (80_243) (0_893) 

0_45732 
(0_096) 

18_ D 0_54933 0_57725 
(0_4378) (0_829) 

0_51197 
(0_648) 

0_83323** -17_31196 -4_45634 
(37_859) (-0_557) (-0_401) 

10_ TAD 2_56E-03 
(0_008) 

. -------------------------------------------------------------------------------
11- BNF 

12_ TLB 

13_ TDFI 

14_ TNF 

15_ NTC 

-0_04140 
(-0_132) 

-0_ 10322 
(-0_ 189) 

-2 R 0_60788 0.03334 0_52915 
D_W_ TEST 1_87808 1_91362 1_93259 
F-VALUE 11_46433** 10_88679** 6_90001 
S_E_ 182541_18 186344 209312 

NOTE: () T-STATISTICS 

-0_09466 
(-1-830) 

8_20987 
(0_352) 

0_99997 0_31270 
2_87301 2_04696 
64827_38** 0_64676 
1786 446171 

** T-STATISTICS SIGNIFICANT AT THE 5% LEVEL 
* T-STATISTICS SIGNIFICANT AT THE 10% LEVEL 

7 _ 14115 
(0_178) 

0_24524 
L 76194 
-1-101276 
534186 
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Appendix 7NATURAL LOG REGRESSION RESULT FOR M,C,A CMONEY CAPITAL AVAILABILITY} 
FOR ONOO $TATE 

EQUATION 49A 50A 51A 52A 53A 54A 

CONSTANT -0.49119 -0.30369 9.87E-03 -1.48514 2.09027* -2.97710** 
(-0.258) (-0.162) (0.005) (-0.951) (2.580) (-4.800) 

------------------------------------------------------------------------------
19. M -0.55600 -0.53434 -0.52357 -0.57839 0.49104 -0.82667** 

(-1.385) (-1.396) (-1. 389) (-1.437) (2.188) (-7.082) 

17. KE 0.56323** 0.57618** 0.56243** 0.69048** 0.57288** 0.78883** 
(7.596) (8.305) (8~505) (15.894) (22.684) (38.797) 

18. D 0.64672** 0.68963** 0.71568** 0.64108** 0.29935** 0.66438** 
(2.621) (2.996) (3.134) (3.016) (3.243) (9.003) 

10. TAD 

11. BNF 

12. TLB 

13. TDFI 

14. TNF 

15. NTC 

-0.01245 
(-0.118) 

°'I(2 0.79806 
D.W. TEST 1.77399 
F-VALUE 25.69930 
S.E. 0.33986 

-0.08561 
(-0.937) 

-0.12760 
(-1. 261) 

-0.05787 
(-0.718) 

-0~05431 
(-1.987) 

-0.02946 
(-0.805) 

0.80604 0.81215 0.97355 0-99727 b.99717 
1.75323 1.68938 2.37509 2~69878 2.37277 
26.97299** 28.02184** 102.2352** 640.7287** 529.78380** 
0.33308 0.32779 0.13868 0.04923 0.03706 

NOTE: () T-STATISTICS 
** T-STATISTICS SIGNIFICANT AT THE 5% LEVEL 
*: T-STATISTICS SIGNIFICANT AT THE 10% LEVEL 
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EQUATION 

CONSTANT 

198 

REGRESSION RESULT FOR MC A.(MONEY CAPITAL AVAILABILITY} 
FOR OYO STATE 

55 56 57 58 59 60 

2345.10 -4891. 135 320000.00 -10714.29 19981.91 63333.33 
(0.239) (-0.746) (2.195) (-0.048) (1. 372) (0.000) 

----------------·-------------------------------------------------------------
19. M 

17. KE 

18. D 

10. TAD 

-1964.03 4460.738 
(-0.244) (0.854) 

1.00202** 1.02101** 
(24.010) (27.367) 

1.14957* 1.35076** 
(27341) (4.672) 

-0.03110 
(-0.058) 

-55000.00 414128.57 
(-1. 270) (0.540) 

V . .A. V.A. 

V.A. V.A. 

-17703.52 V.A~ 
(-1.465) 

1.00665** 0.8333 
(22.317) (0.000) 

2.17355* 
(2.751) 

V.A. 

-----------------------------------------------------------------------------•. 

11. BNF 

12. TLB 

13. TDFI 

14 .. TNF 

15. NTC 

-0.58001* 
(-2.507) 

V.A. 

V.A. 

-0.30486 
(-1. 329) 

V.A. 
! 
) 

--------~---------------------------- --------------------------------------- \ 
°R2 0.99266 0.99563 0.23469 0.54834 0.99097 1.00000 : 
D.W. TEST 2.22147 2.82931 1.41008 1.09684 2.43764 N.A. : 
F-VALUE 305.3783** 456.1690** 1.61333 0.29171 192.978 UNDEFINED 
S.E. 4158.476 2827.732 35355.34 82850.99 4000.223 · ~ 

------------------------------------------------ ----.--------------· -------7 
. ,. 

NOTE: () T-STATISTICS 
** T-STATISTICS SIGNIFICANT AT THE 5% LEVEL 
* T-STATISTICS SIGNIFICANT AT THE 10% LEVEL 

·i 

'J 
,., 
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l 
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aendix a _NATURAL LOG REGRESSION RESULT FOR M.C.R. 1l10NEY- CAPITAL REQUI!ŒHENT) 
SECTOR III 

EQUATION 79A BOA 81A 82A 

CONSTANT 2.90614 1.77315 
( 1. 338) 

1.18240 
(1.576) 

V.A. 

9. S 

. 6. EX 

7. TGI 

4. IT 

5. INV 

8. R 

10. TAD 

11. BNF 

12. TLB 

13. TDFI 

-
14. TNF 

15. NTC 

-2 R 
D.W. TEST 
F-VALUE 
S.E. 

( 1. 584) 

0. 306314 O. 36530,t<:~ 0. 25206H · V. A 
(2.109) (3.706) (5.253) 

0. 55964* 0. 5 7843** 0. 71 779:+..+: V. A . 
12.295) (3.867) (8.687) 

O. 278:34 
( 1. 043) 

0.02095 
!0.161) 

O. 2781:3 
( 1. 897) 

0.03719 
(0.482) 

0.31579 
(3.913) 

0.04126 
(0.987) 

V.A. 

V.A. 

-0.43495* -0.41684** -0.48658** V.A. 
(-2.~22) (-3.608) (-7.444) 

O. ô:3116 
( 1.011) 

-0.46392 
(-0.903) 

0.87598 
2. 0E,416 
12.09947 
0.22214 

1.04116 . 1.16739 
(2.735) (5.892) 

-0.83345 
(-2_fl86) 

0.94411 
1.34945 
27.54437** 
0.14913 

-0. 8982 7 ,jcf<, 

(-5.630) 

0.98327 
2.43837 
93.35804 
0.08159 

V.A. 

V.A. 

V.A. 
V.A. 
V.A. 
V.A. 

NOTE: () T-STATISTICS 
** T-'.;TATISTICS SIGNIFICANT AT THE 5% LEVEL 
* T-STATISTICS SIGNIFICANT AT THE 10% LEVEL 

83A 84A 

V.A. V.A. 

V.A. V.A. 

V.A. V.A. 

V.A. V.A. 

V.A. V.A. 

V.A. ·v .A. 

V.A. 'Ï .A. 

V.A. 

V.A. 

V.A: V.A. 
V.A. V.A. 
V .. A. V.A. 
V.A. V.A. 
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. ~...,uu 
1:>endix 10- REGRESSION RESULT FOR M,C.R,{MONEY CAPITAL REQUIREMENT) 

VOR BENDEL STATE 
·, 

EQUATION 91\:: 92 93 
· 7i. -

CONSTANT -27447. 7-3;. -3386/S:~22 -34022.63 
(-Q.95:f' ·:::=.:(i.144{. (:;'1.109) 

0. 369~7-. <:::;~,ci. 2116-cifr :.,_{ 'b. 35274 

c 1. s28) .. ·. :<:-c 1. 21êf": . \·o. 67 4 i 
.:.:...... . '. ·:: . 

9. S 

94 95 96 

-163599.67 108265.73 
(-27.252) (1.893) 

-0.31629 
(4.350) 

0.01333 
(0.078) 

------------------. ------------- ------ ---------- ------ ~------------------
6. EX 

7. TGI 

4·. IT 

5. INV 

8. R 

10. TAD 

11. BNF 

12. TLB 

13. TDFI 

14. TNF . 

15. NTC 

112 
D.W. TEST 

. F-VALUE 
S.E. 

1.12982** 1.10115** 1.15994'+:* 
(8.131) (7.496) . (7.944) 

0.02639 
( 0.165) 

-292E-03 0.06422 
( -0.018) ( -0. :385) 

0.85972** 0.83140** 0.80365r* 
(3.393) (3.175) (2.968) 

0.93250** -0.82237* -0.8915:+: 
(-2.121) (-1.841) (-1.908) 

-10.14338 V.A. 
(-1. 458) 

1.52523* 
( 1. 7805) 

0.34:319::t: 
( 1. 841) 

V.A. 

0.24108 
(1.303) 

0.94792 0.94415 0.93999 
2.37371 2.25701 .2.07062 
71.20394** 77.07090** 71.48421** 
58982.01 61079.98 63314.49 

NOTE: () T-STATISTICS 
** T-STATISTICS SIGNIFICANT AT THE 5% LEVEL 

:A<' • 'î'-!~'î'A'î'TS'T'Ti;~ ~.H;~T1HCAl'fT' A'T' 'l'HR mi r:wvvr. 

-0.13733 0.1945 
(0.0) . (0.0) 

2.17481** -0.42108 
(20.227) (-1.038) 

0.19979 3.10025 
(0.0) (0.0) 

-034034 -0.51665 
(-4.265) (-2.143) 

3.40748 
(0.0) 

7 .00883-"t. 
(20.385) 

-2116085 
(-2.862) 

6. ô5339:+-,+: 
(lt!.715) 

0.99949 0.99672 
2.33473 2.40174 r 

2436.13694 365.21954**; . 
3882.90 10999.08 

CODESRIA
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NATURi\L Wli i:fr.Ght,;;iSiùN RE;:iULT i!Uf:{ li Ç R, 1 Mutll'.i t;Ai:'lTAL t-.t;liUlfdil'lEN1' l 
•?\.pperidix 11 1 :: . · FOR Lt).GOS STATE 

EQUATION 97A .98A 99A 100A . ' 101A. ,102A 

CONSTANT 1.-18717 1.09828 1.20352 . -0.40056 ·0.66357 9:93996 
(Û. 7°58) (0.746) (0.801) (-0.138). (0.512) (0.Ô) 

. - . . -- -- --- ---- ------~ -- - - --------------------------
9. S 

6. EX 

.-0.14849 
C:-0- 490) 

-0.13717 -0.14293 -0.19927 -0.15555 ·V.A. 
(-1.380) (-0.408) (-0.940) (-2.129) 

0- 78154-+-* O. 79422** O. 77833** 0 .87718*_ . 1.06741** V .A. 
(10.471) (10.827) 111~004) (6.760> (14.277) 

---------.-------------- - ------------------------- -------------------------
7. TGI 3, 690E-:3Q -0, 02960 

0.303 (-Ô.244) 

4. IT -0.16233 0.16543 
· (1.327) 1.426 

-9.730E-04 0.18ô63 
(-0~008) (0.643) 

0.15900 
( 1. 353) 

0.06191 
(0.181) 

V.A. 

V.A. 

1.22664 
(0:0) 

. O. 73213 
(0.0) 

----------, --- ~·--------------------- ------------------- -----------------
5. INV 0.99876 

( 1. 684) 
0.28107 
( 1.593) 

0.29665 · 0.27540 
(1.672) (0.957) 

o_:32341 
(3.214) 

V.A, 

--------------------------· - .--------------------------------------·----------
8. R 

10. TAD 

11. BNF 

12. TLB 

-0.22538 -0.45191 -0.23111' -0.03598 V.A. 
(-0.737) r-1.159) (-0.942) C-0.130) 

0.05930 
(0.202) 

0. 280:38 
(0.754) 

0.07227 
(0.285) 

V.A .. 

-------------------------------------------------- ~-- -----· ----- ---------
13. TDFI -0.08837 

(-0.426) 
- - - . . '. . . . 

. 14. TNF· 

15. NTC 

-0.J0516 
(-2.526) 

-2.38098 
(0.0) 

. - -- -----.-----------------------------------. ----------.-------------R2 
D.W. TEST 
F-VALUE 
S.E. 

0.87108 0.87475 
1.94467 2.15915 
25.13142~* 25~9420** 
0.34302 0.33810 

0.87137 .. 0.91673 
1.89283· 2.98957 
25.19372** 13.58154 
0.34263 0.28722 

0.97870 
1.34247 

. '58 _ 44076. 
,0.12160 

1.000 
N.A. 
_UNDEFINED 
N~A-

-------J -----------------·-----------------.-----------------------. ----------

NOTE: () T-STATISTICS **' T-STATISTICS SIGNIFICANT AT THE 5'7~ LEVEL 
*: T-STATISTICS SIGNIFICANT AT THE 10% LEVEL 
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2,0,2 
NATURAL LOG REGRESSION RESULT FOR M.C.R.(MONEY CAPITAL REQUIREMENT> 

. 'EOR OGUN STATE 
,. 

EQUATION 103k 10!.lA 105A 106A 107A 108A 
-

CONSTANT 3.92040 · ::'.:3_ 9279i 3 .. 08429 8.74962 -4.48271 ll .3~.195 
( 1~168). >:.( 1.171 )._··. •· (0.824) (0.0) (-0.632) (-0.0) 

._, .. . .... ,· 
-------------. ------. -:: ... · ___ .. ·; ·.-- _.·----------------------------------------------
9 ,:: 

• L) 

6. EX 

7. TGI 

4. IT 

5. INV 

8. R 

-0. 53853*·+::<:,;o. 53797** \:,.o. 54098:t* --0. 49101 V. A. 
(-2.178).·. (-2.178) ·(-2149) (0.0) 

0. 93658:+.:+: 0. 93638:t::+: 0. 94937** l. ~~6056:t:* V. A. 
(6.016) (6.014} (5.957) (0.0) 

0.13625 
(0.560) 

0.09511 
(0.318) 

0.01239 
(0.036) 

V.A 

0.13424 
(0.552) 

0.09537 
(0.319) 

0.0133:3 
(0.039) 

V.A. 

0.10550 V.A. 
( 0 .420) . 

4.846E-03 V.A. 
(0.015) 

V.A. 

V.A. 

0.08660 
(0.239) 

-0.26953 V.A. 
LO.Cl l 

-0.43687 0.44936 
(-0.531) (0.0) 

V.A. 

-0.86212 
(0.0 l 

V.A. 

0.20906 
(0.0) 

V.A. 

V.A. 
(0.0) 

V.A. 

-------.-----------------------------------~----------------------------------
10. TAD 

11. BNF 

12. TLB 

13. TDFI 

14. TNF 

15. NTC 

0.08196 
(0.502) 

0.08207 
(0.505) 

. . . . . 

0.56517 
(0.6577) 

1.61930 
(_ 2. :320) 

1.60179 
(2.320) 

0.97503 
(0.0) 

--------------------------------------------------------------------------·-----'i R~ 0.69167 0.69171 0.68056 1.000 O. 138666 1_000 
D.W. TEST 1. 79687 1. 64792 1.f,9899 UNAVAILAB- 1.73529 UNAVAILABLE 
F-VALUE 8 .85131*:t: 8.85299** 7·. :39135 UNDEFINED 5.38291 · UNDEFINED 
S.E. 0_74449 0.74443 0.75778 0.0 0.99233 0.00 

NOTE: () T-STATISTICS 
f;i<; '11-s;TA'l'T~'ï'ff'.~ i:;rrmTFTCANT A'T' 'T'HR fi'.~ LRVRT. 
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20.3._ <, 
REGRESSION RESUL'l' fOR M,C.R, CMONEY CAPITAL REQUIREî1ENT l 

fendix 13 . FOR ONDO STATE . 

EQUATION 109 110 111 · 112 113 · 114 

CONSTANT 180284.60* 185542.~6t: 98739.80 -626457.8 100326.69 323003.04 
_(1.845) (1.816) (0.895) (-0.603) (0.167) (22.040) 

-------------------~·------------- -------------~ ----------------------------
9. S 0.74620** 0.71510~* 0.26295 

(3.259) (3.020) (1.556) 
-0.084682 V .A ... 
l -0 .159) 

V.A. 

--- . ------------------------------·--------------. -----------------------------
6. EX 1.12355** 1.11531~~ 0.93254** -0.17316 1.08043 

(7.980) (7.6581 . (5.971) (-Ô.105) (2.433) 
1.15528:+-:* 
(28.116) . 

. - ---- ------------------- -----------------------------·--------------· -
7. TGI · 

4. IT . 

0.34504. 0.35167 
(1.242) (1.2421 

0.24465 
( 0 _ :320) 

0.20587 
(0.260 l 

0.53602 
( 1. 644) 

0.37795 
(0.413) 

-2.82316 0.63765 
(-0.498) (0.1441 

17.49964 
l O. 723) 

V.A. 

V.A. 

V.A. 

" --- - -- - - ~ -- - ----
5. INV -4.86083** -4.6629S*i ~1.81851* 0.56555 . -3.04748 V.A. 

·(-3.318) (-3.080) (-1.860) (0.139). (-0.424) 
-----·----------------.-·-----------------------------------------------. -----
8. R -14. 746-t:.+: -i3.864:f-* . 26. 72121 

(-2.413). (-2.192} (1:436) 
-19.85083 - V.A. 
( 0.823) · 

-4.25656** 
(-14.930) 

-----· ---------.-------------------- ·--------------------------------------- --
10. TAD 2.65604** 

(2.672) 
. . . -----------------------------------------------------------------------------

11. BNF 2 . 4 7 589:t:"..+:: 
(2.428) 

---------------------------------- ·----------------·.--------------------------
12. TLB 

13. TDFI 

14. TNF . 

'-4.62604 
(-1. 454) 

.23.24270 
(0.817) 

5.27983, 
(0. 331) .. 

- . . . . 

15. NTC . -2. 23462**
( -21. 042) 

--------·-----------------------· -------------·--------------------.----------
~ 0.86157 0.85194 0.81277 0.61078 o .. 63955 0.99716 
D.W. TEST 2.59341 2.61335. 3~12632 3.00193 1.40988 
F-VALUE 17.89405** 16.61770** 12_74449** 2.79341 3. 21788 469. 91141** 
S.E. 173706 179652 202288 356031· 424624 5636.1848 . . 

------------------·--------------· ----------------· .----- ·---------------~----

·MfVP1;'. . -
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Appendix .,.T4 

EQUATION 

REGRESSION RESULT FOR M.C.R.CHONEY CAPITAL REGUIREMENT) 
. . ,.FOR OYO STÀTE . 

117 

CONSTANT 589515.: 68 .845228 ::5.5 83034. 27 
' 1 ')9<-=:'-)·. .... <i 1 37? l \ ·.· .. ·(. 0 ~ 2_43 l {_ • ,J v,, .. . :. . ... ' .·. . 

9. S 

6. EX 

7. TGI 

4. IT 

5. INV 

13. R 

. . . - .· · .. . ·:·. '· ... :· 

6.34257 
(l.261) 

·5-, 59734:: ·.· ÏL 00126 
l0.967) (1.782) 

-1.58150 -1.74644 -1.50463* 
(-2.402) (-1.841) (-2.986) 

2.27048 
( 1. 280) 

2.56345 
r l. 202,) 

1.21816 
(O. 63!::,) 

-0.92511 -0.24452 -1.16132 
(-2.645) (-0.594) (-3.113) 

-12.98420 -14.33884 -14.92306 
1-1.911) (-1.486) (-2.334) 

V.A. 

118 119 

13140.00 
(0.000) 

V.A. 

V.A. 

.. 1. 20000 
(0.000) 

V.A. 

V.A. 

120 

10000.00 
{0.000) 

0.66667 
(0.000) 

V.A. 

V.A. 

V.A. 

V.A. 

------------------------------------------------------------------------------
10. TAD 

11. BNF 

12. TLB 

13. TDFI 

14. TNF 

15. NTC 

R2 
D.W. TEST 
F-VALUE 
S.E. 

2.04316 
( 1.. 658 l 

1.78965 
( 1. 291) 

0.89171 . 0.85976 
2.15987 1.90798 
11.97891** 9.17391* 
157131.35 178815.11 

NOTE: () T-STATISTICS 

2.41779 
(2.065) 

0.91791 
2.86562 

· 15.90952* 
136804.50 

' 

*·* T-STATISTICS SIGNIFICANT AT THE 5% LE'ilEL 

1.42867 
(0.000) 

V.A. 

1.00000 1.00000 
N.A. N.A. 
UNDEFINED UNDEFINED 

CODESRIA
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rAppendix 15 

EQUATION 127 

20?.. _ 
REGRESSION RESULT FOR IT. C 

EQR SECTOR I 
'·-

128- . 1'29 - . 

-.-

130 131 132 

CONSTANT -60996.91 -71976.95* -61721.50 -45520.15 - -5789.14 111591.35** 
J-1.427) (-1.-742) (-1.463) (-0.805) (-0.2611 (5.882) 

--------------.---------------· -------------------· ----- .-------. -------------
6. EX · -0.06211 

(-0.855) 
-0.-05820 
(-0.836) 

-0.05570 -0.03127 
(-0.774). (-0.308) 

-0.01906 0.41587 
(-0.4911 12,100) 

9. S ~Q.06109 -0.06603 -0.02178 -0.13507** -0.12449*-+ -0.28939* 
c~o:822) (-0.925) r-0.288> c-2.641) C-4.423i (-2.138) 

------------·------------ ------------------------------------------- ---------
7. TGI 

5: INV 

8. R 

10. TAD 

11. BNF 

12. TLB 

13. TDFI 

14. TNF 

15. NTC 

-') 
R.:.. 
D.W. TEST 
F-VALUE 
S.E. 

0.67058** 0.66273** 0.67067** 0.40661:t. 0.48422*l<: -0.24394** 
ra:664) (8.946) (8.801> c2.079) (2.698) r~4.131) 

0.47855 
i 1.373) 

0.54994 
( 1. 644) 

0.39447 
C 1.164) 

0.73006 
(2.574) 

1.79485 10~80238** -4.19945 1.13578 
(1.981) (3.304) (-1.197) (0.593) 

-0.78981 
(-1. 443) 

0.84744 
1.93524 

-1. 23541** 
( -2.713) 

0.85939 
1.88082 

1. 09489*
. ( 1.883 l 

0.85095 
1.s:3971 

0.46095 
( 0. 666 )-

0.90920 
1.63369 

0.66370~* -0.04435 
(4.094) (-0.334) 

-1.011ss 2:sos22 
(-1.354) (0.999). 

0. !:i8Ei4~:'. 
(Ù.444) 

0.92255 
2.83229 

-0.64921 
(-1.>354) 

62.10441** 68.23320** 63.80103** 27.70047** 34-,7422*:* 
2.19823 
2873950 
12409".88 205843 197616 203463 96008 · 24650 

NOTE: -() T-STATISTICS 
** T-STATISTICS SIGNIFICANT AT THE 5% LEVEL 
*: T~STATISTICS SIGNIFICANT AT THE -10% LEVEL 

'! 

1 

/, 

,· ,. 
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206-
REGRESSION RESULT FOR IT.; - _ 

EQR_BEt,JDEL STATE 
--- .... -l ., , ... 

. _ Appendix _.16 · 
EQUATION loi·: 153 154 155 156 

CONSTANT -41731. 59 ; ... -40789.,96* -41087 .18* -52949. 10 27962. 2550 
(-l.809) '/.'(-L8140 . (~l.824) (-6.3:35) (7.433) 

" . ·.-· ...... · ··: 
-------------- -. - .--·: - ·_ . ~·- ---· .. ·:::· - .. - . ------------------------------------------
6. EX 

9. S 

7. TGI 

5·. INV 

8. R 

10. TAD 

1L BNF 

12. TLB 

13. TDFI 

14. TNF 

15. NTC 

R2 
D.W. TEST 
F-VALUE 
S.E-

-0.10328 · o::.~:ô.09929 i-0.11014 
(-0.879), ·: :·(-0.843) ·,,{-0.979) 

-0.24430 
(1.470) 

0.07816 
(O _ 571) 

0.25328 0.2~861 
(1.541) . (1.442) 

0.08450 
(O. 6:35) 

0. 09:3~,8 
lO.nl) 

1.01194** 0.99724** 1.02686** 
(3.290) (3.276) (3.445) 

1.92740 
(0.:311) 

-0.27167 
(-0.369) 

0.67477 
L 76095 
10 . 33654:t.:t: 
50795.96 

V.A. 

-0.04504 
(-0.297) 

0.68793 
2.01932 
12.90382** 
49757.96 

V.A. 

-5.92E-03 
(-0.041) 

0.68670 
1. 74998 
12 _ s:3596..t:i< 
491355.81 

NOTE: () T-STAT1STICS 
i<* T-STATISTICS SIGNIFICANT AT THE 5% LEVEL 

·:i( T-STATISTICS SIGNIFICANT AT THE 10% LEVEL 

V.A. V.A. 

-0.03495 0.03559 

-0.64555 -0.68636** 
(-4.449) (-25.738) 

0.97190 
(9.025 i 

V.A. 

3. 390::iG+. 
( 7. 307 i 

0.98715 
1.99757 
96.99769* 
5420. 6:3 

0. 65636+-* 
( 41. 395) 

1.55833** 
l :31. 390 i 

. 0. 792:36** 
(26.ô49) 

0.99966 
2.40174 
:3512. 7 4457:t:* 
723.:32834 
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' c./, ; 
; Appendix }!1: ·t 

EQUATION·_ 157 

2<J7 

REGRESS I Oij RES[!LT_F_QR IT ~ C '; 
EOR LAGOS STATE .. 

158 > -159 160 161. -162 
-·---"~------'----"-----------~------,-,--------
CONSTANT -B7784. H:t -86400 .1** -87917 .8** 15870.86 39579. 260 . -90418. 62 

(-2.146) (72.113) .- (-2~146) (0.621) (2.099) (-1.397) 
------·---------------------------- ------------ ·----------------------- -- -
6. EX · -0.16792** -0.16815** 0.149544** 0.03073 

(-2.707) (-2.710) (-2.314) (0.992) 
-0.01766 
1 -0 _ 492 l -

V.A. 

----- --------------------------- ---- ---------------------------------------' 
9. S 

7 .. TGI 

-0.12969 . -0.12922 
(-1.359) _(-1.3511 

-0~104231 -8.72E-03 V.A.· 
J-i.050) (-0.983) 

V.A. 

0.66611**. 0.66695** 0.61650** 0.32735* 0.586895 V.A. 
(7.610) (7.627) (5.912) (2.282} (2.850) 

' ' ' -~----------------. --------------- ------------------------------------------T 
5. INV 0.80047 

( L408 l 
0.79672 
( 1.398 l 

0.67763 
11.158) 

V.A. V.A. 2.19301 
f 3.539) 

----------'. _________________________________________________________________ i 

8. R V~A. V.A. 0. :38100 
(0.052) 

-0.25316 0.36866 
(-0.232) (0.645) 

V.A. 
1 
1 

.. -- . ----." ------------------------------ '-------------------------. ------.------; 
10. 'TAD 0.88084** 

(2.213) 
l 

/ 

---- ~-------~ --- ----------------- -------------- --------------------------~ 
11. BNF · 0.87777**-

(2.207 l 

12. TLB 1.13256 
(0.861) 

---------------------------------------·---------. ·---------------------------· 
13. TDFI -0.10432 

(-0.363) 
- ------------------- .--------- ------- --- . -- . ___ . -- ' -

14. TNF -1. 88541. 
(-2~709) 

---------' ------------------------------------------------------------------·-' -
15. HTC. -4.20:261 

(-0.475) 
------------------------------------ ------------------------~-------------~--
-9 w· 0.95010 0.95006 0.94994 0.29750 
D_W_ TEST 1.58513 1. 61468 1.80688 · 1.95739 
F-VAL!JE 1:34. 2708** 1:34 . .1589** 111- 6927:+::+: 1. 76228 
S.E. 149620.317 149679.921 149855.18 31516.23 

NOTE: () T-STATISTICS 
** T-STATISTICS SIGNIFICP...NT AT THE- 5% LEVEL 
* T-STATISTICS SIGNIFICANT AT THE 10% LEVEL 

0.87252 0.77888 
2.86239 1.41521 
9_5555:3 6. 28,359 
13580.696 26290.667 

CODESRIA
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EQUATION 163 

.208 
REGRESSION RESULT FOR IT.{: 

FOR OGUN STATE 

165 

' ,, ' 

166 · 167:. 168 

CONSTANT ~=~~:s:~Itt :;t:b~~!i}~,. ::t:~·~~~3~4 7~g~~~~) 78 ~~;~~l7.~5 f~~~~l;(;5 . 
------------- ... -.---- .· ·-{:\·: ____ ._::_~~;-;._ ·~:~:~;;::;·. ·---------------------------·- --------------
6_ EX 

9_ S 

7 _ TGI 

5_ INV 

8_ R 

10_ TAD 

0_05095 ,::.:ü_o5012: · :o·,~03579 
(1-169) :. (-1-172) (0:736) 

-0_10848 V.A_ 
(-0_301) 

-0_01020 -9_94E-03 · ~8_82E-03 0_25960 
(-0.17,3) (-0_170) ·:(-0_149). (0_127) 

0_04652' 
( 1-019) 

0 .0472:3 
( 1-041) 

0_05581 
( L 176) 

o _ 98776'+·* o _ 98166** o _ 93236** 1. 21208 
(5_4741. C5.466l (4_789) lD-959) 

0_28460--f-:-+
(2.854) 

6_78659 
( 1-223) 

V.A_ 

0.83262 
(0_000) 

-0 _ 387:39 
(-0_000) 

-0_91737 
(-0.000) 

--------------------------------------------------'---------------------------
11- · BNF 0. 29198:+.·t. 

(2_919'ï ·. 
----· ---------- .- .---. --------------------------------------------------------
12_ TLB 

13_ TDFI 

14_ TNF 

-0_74091 
(-0_881) 

1_44584 
(0_528) 

4.i34317 · 
(5.352) 

• s ' . . • 

15. NTC 0_9;3931 
(0.000) 

--· ----------------------------·---------------------------~~-----------------
1.2 0_74229 
D.W. TEST 2_09976 
F-VALUE 15.402:t::+: 
S.E. 104816_99 

0.74570 0.73912 0.02636 
2.11900 2.07083 2.02838 
15 _ 66151:f::+: 12 _ 80502:t.:+: 0 _ 96790 
104122 105460 241242 

NOTE: () T-STATISTICS 
.+.:.t. T-STATISTICS SIGNIFICA,NT AT THE 5% LEVEL . 
* T-STATISTICS SIGNIFICANT AT THE 10% LEVEL 

0.93254 
1_88903 
28.6464 
55047 

1_00000 
N_A_ . 
UNDEFINED 

j . 

,'I 
; 
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209 
NATURAL IDG REGRESSION RESULT FOR IT. , 

EQR__QNDO STATE 

. EQUATION 169A 170A 171A 172A . 173A 

CONSTANT -2_16602 -2-14885 -1-13199 7_36317-+-* 2_82461 

6_ EX 

g_ s 

7~ TGI 

/-0_803) (-0_774) (-0 __ :382) (6_433) (1-616) 

0_78683** 0_79171** 0.83162** Q_51193i-i< 0_38663 
(4.047) (3_979) (3_805) (7_189) (2.880) 

0.08812 
( 0.438) 

0_09029 
( o _ 4:3s) 

0_12773 
(0.562) 

0_33107* Q_:32203* 0_26675 
12.005) (1_908) (1_384) 

0.13338 
(1.111) 

V_A_ 

0_28004* 0_18292 
(3.497) (1_163) 

174A 

-9_32249 
(-0_000) 

1.59265 
(()_000) 

i/ _A. 

-0.21596 
(-0.000) 

5_ INV -0_23766 -0_25622 -0.44622 -0_49678* -0_15041 V_A_ 

8_ R 

( -0 _807) ( -0. 848) (-1. 388) (-3.(>63 l ( 0_597) 

0 _ 68545** 0 _ 63948* 0 _ 26:394 
(2_248) (2_034) (0_455) 

0_46997+* _V.A_ 
(6.759) 

1-27807 
(0_000) 

-----------------------------------------------------------------------------rl 
10. TAD -0_47754 ! 

(-1.741) 

11. BNF 

12_ TLB 

13_ TDFI 

14_ TNF 

15_ NTC 

-? R-
D.W_ TEST 
F-VALUE 
S_E_ 

0_65300 
2_28612 
6_95915 
0.44518 

-0 _42142 
(-1-516) 

0_63637 
2_'16406 
E;_54188** 
0_45572 

NOTE: () T-STATISTICS 

-0.03380 
(-0.069) 

0.57222 
2.70191 
5.23588 
0_49429 

-0 _ 63044-r:·+. 
(-4.884) 

0_97432 
1_09619 
51- 57994** 
0_10176 

-l<-* T-STATISTICS SIGNIFICANT AT THE 55'~ LEVEL. 
* T-STATISTICS SIGNIFICANT AT THE 10% LEVEL 

-0_03087 
(-0_213) 

0.90670 
1-89481 · 
13_14699 
0_15867 

-U _ :3E,919 
(-0_000) 

1_00000 
t--L A_ 
IJNDEF'INED 

1 
\, 
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·_ Appendix 

EQUATION 

·, ;·- ... ..__-. 
. . ··.:· 

175 .· 

210-

REGRESSION RESULT FOR I'r. 1 i 
FOR QYO $TATÉ 

11.6 
... 

177 ·. 
•' : ;_ 

178 179 180 

CONSTANT 16480°,'178:.::.-_31682~'33. 10536_364 13421-622. 90000.00 -'140000.00 

___________ ra.~t5i) ·._ ·':./_-~-~o. 5,~~j;: L(o_ 100 )_ ---~~~~~~2----~~~~~~2--~-~=o-~~~2 ___ _ 
6. EX 0.-01794-... :~0.012°70-. 

0

'3a88E-03 0.22599 V.A. V.A~ 

9 .. s 

7. TGI 

5. INV 

8. R 

10. TAD 

.(0.093)·:· (-0.134) (·0.020)' (0_000) 

0,62177 
(0.781) 

-0.46744 
(-0.723) 

0.34176 
(0.249) 

V.A. 

0.67292* 
(2.024) 

0. ::.19206-** 1. 04672 
(2.463) 

-û.:35008 
(-1. 095) 

( 1. 206) 

-0.57011 
(-0.866) 

V.A. 

V.A. 

-0.22078 -0.07159 V.A. 
·c-0~311) c-o.o4s) 

18.91348:t* V.A. 
( 7.179) 

' 

V.A .. 

V.A. 

-V.A. 

V.A. 

V.A. 

1.33333 
IO .000) 

V.A. 

V.A. 

V.A. 

---------------------------.--------------------------------------------------
11. BNF 

12. TLB 

-2.17545** 
i -5. 968) 

0.72647* 
c 2. 102 .l 

------------------------~ ----. ----- ---~------- ---------------------------
13. TDFI 

14. TNF 

15. NTC 

2.13110 
( 0.000') 

0.66667 
. (0.577) 

V.A. 

--- ------- - - . ' 

R2 
D.W. TEST 
F-VALUE 
S_E. 

0. 74300 0. 93847 Q _ 7 4834 ·. 1. 00000 . 
1_98950 2_35531 2_03322 N_A_ 
10_25150:+::+: 41.!37177** 10_51567** UNDEFINED 
171646_39 83988_20 169854.05 

0.50000 
1~77030 
o_:33:333 
14142.14 

1_00000 
rLA~ 
UNDEFINED 

------------ ·------------------------------------------·----------------------

NOTE: ( l T-STATISTICS 
:t·.;t. 'f-STATISTICS SIGNIFICANT AT THE 5% LEVEL 
* T-STATISTICS SIGNIFICANT AT THÉ 10% LEVEL 

CODESRIA
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Appendix 21 

~11 
REGRESSION RESULT EOR INYCINYENTORIES} 

FOR SECTOR I 

EQUATION 187 188 189 190 191 192 

CONSTANT 26233.98 26919.17 26535.62 -18227.89 -8724.93 -12328.43 
(0.822) (0.851) (0.814) (-1.649) (-0.236) (-0.047) 

6. EX - -0.04407 -0.04259 -0.04346 -0.14780 -0.01096 . -0.12520 
(-1.568) (-1.530) (-1.508) (-1.538) (-0.214) (-0.101) 

9. S 0.15049** 0.14962** 0.15110** 0.14354** 0.17184** 0.47985 

7. TGI 

5. INV 

8. R 

10. TAD 

11. BNF 

12. TLB 

13. TDFI 

14. TNF 

(7.660) (7.679) (7.079) (6.B59J (13.424> (0.517) 

0.10963** 0.09665** 0.11566** -0.11901 -0.24067 0.05042 
(2.619) (2.262) (2.701) (-0.740) (-0.857) (0.118) 

0.05740 
( L 176) 

0.07295 
( L 459) 

0.05018 
(0.991) 

-2.50444 -2.64874* 0.31607 
(-1.647) (-1.931) (0.222) 

0.32392 
(1.562) 

0.34226* 
(-0.386) 

-0.9135-
(-0. ;3ss) 

0.47606** 0.72329** -0.68930 
(2.701) (2.796) (-0.332) 

-4.91857* 0.46097 
(-1.964) (0.409) 

0.62824 
( 1.046,l 

-0.73081 
(-0 .419) 

-4.47971 
(-0.717) 

-------------------------------------------------------------------------------~ -

15. NTC -0.56851. 
(-0.289) 

19 M 12473.97 13080.47 12428 .. 89 103412. 78**16323.00 42009 -
c1.324> c1:3s9J (1.2ss) ,2.4681 ll,420) ro.766) 

-') 

R~ 0.78687 
D.W. TEST 1.60932 
F-VALUE 32.6458-** 
S.E. 782363 

0.79064 0~77769 -0.88171 0.96626 0.30010 
1.66059 1.68054 1.69699 2.62752 2.49274 
33.36981** 30.98455** 16.97271** 66.45291** 1.64316 
77541 79904 67736 28762 55355 

--------·---------------------------------------------------------------------

NOTE: () T-STATISTICS 
** T-STATISTICS SIGNIFICANT AT THE 5% LEVEL 
*: T-STATISTICS SIGNIFICANT AT THE. 10% LEVEL 

63 

·' 
' ._, 
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ppendix f2 
REGRESSION RESULT FOR INV<INVENTORIES) 

. . ~ FOR SECTOR I I' 
·, 

. EQUATION 19'3"·/ · 19,t 
' .. ·., •. ' . }5 . . 

195 

CONSTANT 99536 _ 22:t,i/99599 ~·59** 191.392 _ 72** 
(4.69,ü. '. \){4.712)+ .. (4:::881) 

.')' 

196. 197 .• · . 198 

70852.54 
(0.598) 

• . •. :•or •,• '• • 

-------.------._-~--~-0 ~--j .~;-~.,~ ·.----- ---- --. -------------------------· 

6_ · EX 0_06233 ·>:0~0627,(}:\ :0.04921 V.A. 
( 1. 686 ) :, , '(i. 698) . h . 309) 

-------------------: .·:·-··: . -----------. ·. - . ------------- .. -----------------------· ',. 

9 C . ._, -0_01550 -0.01550 -0_02796 
(0.745) (0.747) : (1.249) V.A. 

J) 

---------------------·----·-------------------·------------------------------+ 
7_ TGI 0_06070 ~o.06087 -0_07804 ·-o.06086 ( 

'. 
( -0 _ 652) . ( -0. 654) ( -0 _ 849) - ( O _ 348) /' 

. . . ~ ---------------------- .-------------------------------------------------------
4~ IT 0_6761 

(0.499) 
0_06630 
(0.490) 

()_03997 
C0.298} 

. 'l V_A_ 
. . 

----------------. ------------------ .. ----------- .-------------- - -------------7 
5_ INV - - . )i 

' . ------------------------------------------------------------------------------
8_ R 

10_ TAD 

V_A_ 

0_53250** 
( 2-416) 

V_A_ 10·_43435 
(1~051) 

-------------------- .--------. - - ----------------.,------ -- . ----. ------------ . ,·j 

11 _ BNF O _ 53001** , ) 
(2.418) 

-------------------------------------------------------------------------- ·--' 
12_ TLB 

- - ( 

13. TDFI 

.-L19038 
(-0.680 

-· 
·---------------------------------------· -------------------------------------7) 
14_ TNF · 

15_ NTC 

19. M -15919. 32**-15967 _ 13**-12367 _ 7 4** -29206 _ 87 ') 

--------~~-~=~~=~=2---~=~~=~=2---~==~:::2 ______________________ ~-~=~~:~~2 ____ ~3 
R2 0.37661 0.37856 OA0470 1.00000 . 1-00060 -0~07726 
D.W. TEST 2.20962 2_20261 1_88393 N.A. N_A_ 2_19373 
F-VALUE 3_21515 3_23363**. 3_13662** UNDEFINED UNDEFINED 0_91035 
S_E_· 40155_29 40092_35 39240.04 54668_88 
- . ------------------------------------ ·---------. -------- - .-

/ 

;. 
; l 
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Appendix .~ 3 

..... · 
EQUATION 199 

•. "-_.!...) 

REGRESSION RESULT FOR INY<INVENTORIES) 
FOR SECTOR II\ 

200 201 202 203 

CONSTANT -386.86 20235.29 20235.29 
(-0.009) (0.529) (0.529) 

204 

------------------------------- ---------------------------------------------' 
6. EX 0.10174 

(1.442) 
0.11050 
(1.578) 

0.11050 
(1.578) 

9. S 0.15342*-* 0.14814** 0.14814** 

7. TGI 

(6.829) (6.781) (6.781) 

0.01681 
(0.500) 

6.306E-03 6.306E-03 
(0.197) (0.197) 

4~ IT -0.08124 -0.03302 -0.03302 
(-0.471} (-0.199) (0.199) 

5. INV 

8. R 

10. TAD 

11. BNF 

12. TLB 

13. TDFI 

10.47200 1.39607 
(1.442) (1.578) 

-1.11576 
( -1. 003) 

-3.08384 
( 1. 500) 

1.39607 
(1.578) 

-1.39936. 
· ( -0. 951) 

----------------------------- ·----------· -------------------------------------
14. TNF 

15. NTC 

19. M -257.67 -1851.74 -1851.74 
(-0.020) (-0.146) (-0.146) 

-2 R 0.75786 0.75773 0.7577 
D.W. TEST 3. 05376;1<* 9.34025** 9.34025** 
F-VALUE 8.15376** 9.34025** 9.34025** 
S.E. 0.45638 0.45606 0.42527 

1.000 1.00 
UNDEFINED 0.00 
N.A. N.A. 

0.18359 
------------------------------------------------------------------------------

CODESRIA
 - L
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·214 

REGRESSION"RÊSULT FOR INV{INVENTORIES} 
FOR.BENDEL STATE 

EQUATION 211 

., 
:.-

213 214 215 216 

CONSTANT 1524'4~6;5 .·. ,i2120.so·-:._ .:19828.31 56754.47 
(O. 505 >'.· >(}: 451):')/ · \JÔ. 679) ( 7. 446) 

---------------------- - ---- ·~-. -------------------------------------------
6. EX 

9. S 

7. TGI 

4. IT 

5. INV 

0 ~ 22030**' : . 0. 22893** .•. 
(3.728) (4.211) 

0.11968 
(0.957) 

0.13203 
( 1.124) 

0.20936** 
(3.334) 

0.09282 
(0.806) 

-0.13065 -0.14169* -0.11242 
(-1.698) (-1.982) (-1.494) 

0. 32379:+:* O. 31406** O. 33681** 
(3.186) (3.201) (3.400) 

V.A. 

V.A. 

0.68632 
(4.675) 

1. 08677:r.-l< 
(9.186) 

-------------------------------~ ------ ~---------------- --------------------
8. R 

10. TAD 

-1. 9562 V .A. 
(-0.337) 

7.258E-03 
(0.002) 

V.A. 

-------------------- ··------------------------ ·-------------------------------
11. BNF 

12. TLB 

13. TDFI 

14. TNF 

15. NTC 

-0.19586 
(-1.567) 

·-:--0.14869 
( -1.169) 

R 2 o.81192 o.82685 o.s11so 
D.W. TEST 2.27770 1.82971 2.25098 
F-VALUE 16.41755** 20.89713** 19.6734** 
S.E. 28979.36 27805.53 28538.84 

NQJl; () î-STATISTICS 

· -3.40209 
(-6,689) 

0.99093 1.00000 
1.97078 N.A. 
137.56742**UNDEFINED 
563~57 
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Appendix 

EQUATION 217 

215 
REGRESSION RESULT FOR INV<INVENTORIESl 

FOR LAGOS $TATE 

218 219 220 221 222 

CONSTANT -11792_46 -11575_52 -6563_31 201040.45 -75929.68 38750.00 

6_ EX 

(-0.479) (-0.471) (0.257) (3.230) (-0.499) (1~799) 

0.01500' 
(0.648) 

0.01501 
(0.649) 

0.01872 
(0_791) 

-0.01523 -4_410-03 V.A. 
(0.~91) (-0_028) 

9. S O .15339:+.:+. O. 15340** O. 15451** 0 .17588-l<- 0 .1586fri< V _A_ 
(12_444) (12_459) (11.818) (26.524) (6_446) 

7 _ TGI 

4_ IT 

5_ INV 

8_ R 

10. TAD 

lL BNF 

12_ TLB 

13_ TDFI 

14. TNF 

15. NTC 

0_02036 
(0-414) 

0_07122 
( L 193) 

0_26891* 
( L 824) 

0_02020 0_01168 
(0.411) · (0.227) 

0.07111 
(1.194) 

0.27024* 
( 1-839) 

0.05144 
(0.805) 

0_61388 
(0_249) 

0. :31689 
(0_627) 

-0.30714 0_12177 
(-1.9~6) (0.134j 

1. 02696 V .A-
( 3. 044 l . 

6.62959 V_A_ 
(4.215) . 

-0.18973 
( -1. 285) 

V.A. 
·/ ---------------------·-----------------------------------. ------------------~ 

19_ M. 

-2 R . 
D.W_ TEST 
F-VALUE 
S_E_ 

7815_09 
( 1-225) 

777L52 
( L 219) 

5513.60 
(0_792) 

-72410.17 31416.52 14250.00 
(-3.049) .(0_887) (2_194) 

0_93055 0_93069 0_93037 0.89479 0_93964 
2_37512 2_35523 2.416108 2_98712 1_77910 
70_23044** 70_38043** 60_17561** 219_15651* 20-45759 
48286.24 48237_64 _ 48348_74 15247_73· 63436.82 

0.65596 
L 77910 
4.81333 
15909_90 

CODESRIA
 - L

IB
RARY



216 
REGRESSION RESULT FOR INV{INVENTORIES l 

.'· EOR·. OGµN $TATE . 
/- ; ',· ,. ;7 

Appendix 26·.: .,. s 
.-~ 

EQUATION 22à. 224 . .~· 227 228 225 226 

CONSTANT 31,63_8-03··/: 31638)93 · 3J069_ 19 -188155 _29 -7750_ 00 -290. 7504,3 ,,, 
(0.7:5,9) .,:.-_ (0_759):. (0.727) (-0.377) (-0.171). (0.0) 

------- ------ .. _____ .. •.· .· ___ ·::· :':_<--·.· .. __ ·------------------------------------------

6. EX 

9. S 

-0. 04155. ·:'<.:::o. 04155 '. .c.Q. 04790 -0. 07542 V. A_ 
C-1~171Y .. C-l.17i\ :(-1.216) !0.196) 

3_530E-03 3.560E-03 3.530E-03 1.02381 
(0.064) (0.790) 

0_73784 
(0.0) 

------------------ ----------------------------- ---------------~ ------------
7 _ TGI 

4. IT 

5_ INV 

8_ R 

0_020988 0.02998 
(0_774) (0_774) 

0_03487 
(0_843) 

0_58338*~ 0.58338** 0.56131** V.A. 
(4.691) (4_691) (4_071) 

-0_96279 -0.96279 1_01600 
(-1_421) (-1.425) (0.212) . 

-0_30110 
(0_0 l 

-08.1974 
(0_0) 

-------------------~---------------------------------------. ---------------~' ' ' l 
10_ TAD 0_17522 

(0_127) 
·, 
1 

. J 
·1 

11- BNF 0_87197 \ 
(0_391) ~ ------------ ----------~ ___ · ____ . _______ ----------------------------------- 1 

12_ TLB .-0_29663 : 
(-0-417) 

13. TDFI -0.83614 
c_-o _ :392 i 

------------------------------------------------------------------------------\ 
14_ TNF y_A. 

15_ NTC 
! _____________________________________________________________________________ j 

19_ M 8454.63 8454_63 8634_61 42953_38 39833_3 21161.Bj 1 
-----------~~~~~~2 ____ (o_so11 ____ ~~~~~~2----~~~~~~2 ____ r2.449l ____ co.01 ______ 1 
~ 0_64033 0.64033 0.62303 -1_35168 0_71428 1_000 

D_W_ TEST 1-87862 1-87862 1-88387 2.04094 L 71231 lJNAVAILABLE 
F-VALUE 1_12120 8_12120** 6.66652** 0.28154 5_99989 UNDEFINED 
S_E_ 85734 85734 87772 166720 34496 - 0.00 
------------------------- ----------------7--------------------------~ ------~ 
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/ 
Appendix 2.7-

REGRESSION RESULT FOR INV<INVENTQRIES) 
EOR ONDO STATE 

EQUATION 229 230 231 232 233 234 

CONSTANT 25674.41 33084.19 21852.91 83678.76 -48151.42 -11676.97 

6. EX 

Q C ..,_ ... 

7. TGI 

4. IT 

5. TNV · 

8. R 

10. TAD 

11. BNF 

12. TLB 

13. TDFI 

14. TNF 

15. NTC 

19. M 

(0.877) (1.131) (0.398) (0.801) (1.194) (0.0) 

0.04839* 0.04826* 0.05199 
(2.017) (2.012) (1.197) 

0.30459 4.039E-03 V.A. 
12.502) (0.149) 

0.15083** 0.15054ti< Oal5293*-* 0.10823 V.A. 0.11485 
(0.0) (12.242) · (12.216) (6.713) (4.819) 

-0.01571 -0.0176 0.03201 
(-0.285) (-0.319) (0~326) 

1.02081 -0.05233 0.06005 
(2.234) (-0.184) (0.0) 

-0.02015 -0.01024 -0.17567 -5.03572 V.A. 
(-0.121) (-0.061) -0.618 -2.548 

-2.93499** -2.91634** 3.50824 1.65948 V.A. 
(-3.390) (-3.382) (0.614) (0.679) 

0.55797** 
(5.007) 

0.5556T.t.·t: 
(5.010) 

-0.53169 
(-0.532) 

-:3.681ô8 
(-1.182) 

-1. 26023 
1-0.826) 

4.25419· 
(0.0) 

375.09699 -1330.77 
(0.050 l (0.176) 

4700.33 
(0.334) 

Ei:3568. 06 
( 1.920) 

49696.08 -51422.63 
< 2. 078) (O. O J 

~ 0.90948 0.90956 0.72682 0.92787 --;~74839 1 .. 000 
UNVAILABLE 
VNDEFINED 
0.0 

D.W. TEST 2.86206 2.79495 2.35903 2.97295 1.89408 
F-VALUE 28.27236** 2829613** 8.22166** 15.70083 4.71797 
S.E. 34224.69 34211.13 59456.44 40501.30 25649.16 

( 
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REGRESSION RESULT FOR INV<INYENTORIE6l 
,. FOR OYO STATK 

' : 

,pendix 213 '> ( . . / 

EQUATION 235:':J:.:. 23i 237 238 239 
. " 

. ":~:·-.:;-. 

CONSTANT 50853 ~ i:7 \.'·:' :50853 _jJ 45.053 _ 37 83980 _ 66 184000 _ 00 
(L1S8:J._;c :>:(1-198)\ 'dL109) (0_0) (0_0) 

· 6_ EX -o: 02554· ··::;::~o _ 02~if \'iLo _ 02s69 v _A_ 
(0_554) ... (-0_554) 'i(-0_642) 

9_ S 0_37878** 0_37878**. 0_43001** 0_24427 
{2_371) (2_371) . (2_665) (0_0) 

7 _ TGI -0_18174 -0_18174 -0_20228 V_A_ 
(1_196) (-1_196) (-1_356) 

V _A_ . 

V_A_ 

V_A_ 

~ . 
' 

240 

-.-----------------------------------------------·------------ ·---------- ·----
4_ IT 8_948E-03 8_94BE-03 -7_424E-04 V_A_ V_A_ 

(0~126) (0_126) (-0_011) 

. 5_ INV 

• 1 

------------------------------------------------------------------------------1 
8_ R 0_858219 0_85819 V_A_ V_A_ V_A_ 

(1_514) (1_514) 
- .---------------------------------------------------------------------------' 10_ TAD V_A_ 

11_ BNF · V_A_ 

12_ TLB 0_14149 
· ( L 756) 

13_ TDFI V_A_ 

14_ TNF V_A_ 

15~ NTC 

19_ M_ -570_09 
(0_059) 

-570_09 
(0_050) 

346_63:t:* 094_55 -16000_00 
(0_0) (0_037) (Q_O) 

-R.2 0_89395 0_89395 0_90091 LOOO LOOO 
o_w_ TEST 1-28999 ·1_28999 1_33366 N_A_ N~A-
F-VALUE 22_07352** 22_07382** 23_73889 UNDEFINED UNDEFINED 2- 57:399* 
S_È_ · 40048_26 40048_26 38712_35 
------------------------------------------------------------------------------. . 

'1 
' 

) 
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' Appéndix 2 9 r 

EQUATION 247A 

. 2i9 
'-.!--. 

NATURAL' uxf REGRESSION RESULT FOR EX. 
. FOR SECTOR I 

248A 
·_(. 

249A 250A 251A 2~,2A 

CONSTANT -2. 29643 \i:-0. 2016'6 -3 •. 675E-03 -4. 92992 3. 61294 -10 .11171 
c-o.i:96).<·:(-ü.13~\ -(-0 .. 002) (-0.943) (0.747) (-0.990l 

------- - ---------- ···.,": ..... -- ··'7'" ·:·:·· .. - '~.·: .... - . --------------------------- ·-------------. 

9. s o. 43872i<* :,~o: 44826** '.o. 50565** o. 44161 1. 10319** 1. s2562i< 
( 3. 222 J :: ( 3. 293·) ( 3. 37 4) t 1. 380) ( 2. ï77) ( 3. t:369 l ; 

------ ----------- --- _____ · ---- _____ · __________ · __________ · -- ------------~· 
7. TGI 0.09582 0.07336 0.09515 0.74370 0.15175 0.78368 

4. IT 

(0.704) (0.531) (0.635) (1.693) (0.246) (2.409) 

0. 30822:t::+: 0. 34188** 0. 22186-* 
(2.468) (2.622) (1.726) 

0.24379 
(0.777) 

0.53127* 
(2·. 004 l 

-033539 
(-0.ci84) ) 

' ---------------------------------------------------------------------------~ -
5. INV 

8. R 

-0.06127 -0.05015 -7.951E-03 0.088481 -0.82194:+: -0.73472 
(-0.339) (-0.278) (-0.042) (0.233) (-1.976) (-1.098) 

-0.36834 -0.37109 -0.04014 .. 0.13006 0.56524 -0.53028 '1 
(-1.317) (-1.295) l-0.126) (0.481) ll.210) (-1.344) ~ 

------------------- ---------------------------------------------------------~ 
10. TAD 0.56918:+:+. 

(2.155) 
I j 

------------------------------------------------------------------------------. 
11. BNF 0.56277** 

(2.107) 

' 

l ------------------------------------------------------------------------------1 
12. TLB 

"13. TDFI 

14. TNF 

15. NTC 

-2 R 0.65538 0.65385 

0.24008 
(0.774) 

0.62266 

-4.7505 
(-1.090) 

0.53511. 
D.W. TEST 1.96464 1.93080 2.15873 3.16166 
F-VALUE 14. 31250:t* 14.22259** 12.55092** 2.97321 
S.E. 0.56551 0.56676 0.59175 0.68944 

r 

NOTE: () T-STATISTICS 
** T-STATISTICS SIGNIFICANT AT THE 5% LEVEL 
* : T-STATISTICS SIGNIFICANT AT THE 10:t LEVEL 

-0.79221 
(-0.762) 

0.60825 
2.31265 
4.77065** 
0.59615 

-0.37983 
(-1.073) 

0.89101 
2.28567 
11. 51060" 
0.29067 
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.. ppendix :rcrt' •·· · 

EQUATION 
., 

220 
NATURAL LOG REGRESSION RESULT FOR EX . 

EOR SECTOR III 
259A · . 260A 261A 262A 

CONSTANT -10.23424 -13.61532* -10.85106 -8.35372 
(-1.747) (-2.476) (~1.727) (3.292) · 

. . 

.. ' 

263A · 264A 

------------------------------------------------------------------------------
9. S 0.28985 -0.01690 -0.28945 N.A. 

(-0.530) (-0.035) (-0.613) 
. . ------------------------------------------------------------------------------

7. TGI 

4. IT 

5. INV. 

8. R 

10. TAD 

11. BNF 

12. TLB 

13. TDFI 

14. TNF 

15. NTC 

·-0.10104 0.18768· 
(-0.214) (0.476) 

0.16189 
(0.362) 

L 13601 
( 1. 682) 

0.07601 
(0.205) 

1.06123 
( 1.851) 

0.65529 2.81347 
(0.301) · (1.486) 

-4.362E-03 
(-().003) 

-1.85785 
(-1.164) 

-0.03697 N.A. 
(-0.074) 

0.14941 
(0.361) 

1.10354 
( 1. 658) 

1.00692 
(0.498) 

-0.29399 
(-0.180) 

0.15510 
( 1.367) 

1.73678* 
(6.850) 

-------·. -------------------------------------------------------. ---·------ . __ : -2 R 
D.W. TEST 
F-VALUE 
S.E. 

0.59561 
1.73397 
3.52492* 
0.8:3680 

0.68188 
1.80267 
4.67457* 
0.74219 

0.59822 
1.71630 
3.55246* 
0.83409 

0.95149 
1.30067 
30. 41975 . 
0.23749 

1.000. 
UNAVAILABLE ·' 
UNDEFINED . , 
0.00 

-------------------- .------------- ~---------------------.--------------------

NOTE: () T-STATISTICS . 
** T-STATISTICS SIGNIFICANT AT THE 5% LEVEL. · 
* :. T-STATISTICS SIGNIFICANT AT THE 10% LEVEL 

.1 
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Appendix .,3 f · 

EQUATION 

REGRESSION RESULT FOR EX. 
,.FOR SECTOR IV,. 

267 268 

CONSTANT -23595. 51 ·; .. -19101:. 77 32719. 30 
( -o., 35.5/ './.: ( -0. 289) l O. 638) 

269 270 

. ,• ... · .. ·· . . ·•· 
---· ---------- ··- . ,:·.--: =··· ------- .: .. . - .. :. --------------------------------------------

9. s o.37356 >./-.·o.38152:. i··o.47683* 

7. TGI 

4. IT 

5._ INV 

8. R 

10. TAD 

lL BNF 

12- TLB 

13. TDFI 

14. TNF 

(l.223) ,-\1.2Gs/ <c2.125) 
.:. :· 

-0.06621 
(-0.388) 

0.56665 
( l. 303) 

0.09450 
(0.123) 

-2.00121 
(-0.855) 

0.37437 
(1.217). 

-0.06795 0.03490 
(-0.400) (0.270) 

0.54153 
( 1. 268) 

0.06956 
(0.091) 

0.02580 
(0.073) 

-0.03482 
(-0.062) 

-9.71473 32.70171** 
(-3.056) (3.119) 

0.37084 
( 1. 237) 

-5 _ 52865-t,.f.: 
(2.938) 

·------------------------------------------------------------------------------
15. NTC 

-·, 
R'"' 0,48::,:37 0.48805 0.72893 0.52102 
D.W. TEST 1. 60947 1. 60179 1. 45497 2.96863 
F-VALUE 3.20069 3.22440* 6. 3780:3+:* 2.63166 
S.E. 83683.01 83465.04 60734.49 52403.69 

NOTE: () T-STATISTICS 
** T-STATISTICS SIGNIFICAl\JT AT THE 5% LEVEL 
* T-STATISTICS SIGNIFICANT AT THE 10% LEVEL 

. . 

1.00000 1.00000 
N.A. N.A. 
UNDEFINED UNDEFINED 
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Appendix· 32 

! ?,'.'.;.. - .2-22 
. RÊGRESSION RESULT· FOR EX. 

FOR BENDEL STATE 

EQUATION . 271 272 273 

CONSTANT -37282_94 -31206_76 -32670_18 
(-1.883) (-1_440) (-1.471) 

274 275 276 

-68987_87 -53949.28 
(-0.889) (-0.635) 

---------------·----------·---------------------------------------------------
9. S 

7. TGI 

4_ TT 

5_ INV 

8_ R 

10. TAD 

11. BNF 

12. TI.B 

13. TDFI 

14. TNF 

15. NTC 

R2 
D.W_ TEST 
F-VALUE 
S.E. 

0.24138 
( L 733) 

0.23003 
i 1. 479) 

0_30651* 
(2.011) 

0_77035 
(6_997) 

0.86495** 0.73327** 
(7.159 16.076) 

-0.02929 0.01617 
(-0.168) (0.084) 

-0.04249 
(-0.217) 

-0_13719 -0.16315 -0.21439 
(-0.454) (-0.489) (-0_631) 

16.39650 V.A. 
(3.428) 

-1_42008 
( -2 .. 411) 

0_91924 
2.51999 
44.90583** 
40540.97 

O. 76375:** 
(5.593) 

0.90168 
2.02640 
42.26749*-i< 
44733_68 

V.A. 

0.71927** 
(5.371) 

ü.89689 
2.46137 
40.14095 
4E,810. 61 

-0.44992 -0.04820 
(-0_479) [-0.191) 

1.02305 
. (_0. 736) 

V.A. 

0_ 11809 
( 0 .115) 

V_A_ 

5.91146 
( L 331) 

0.52771 
1.75!.:i89 
2_39669 
50170_35 

l _ 54113 
l2.558) 

0.01099 
(0.031) 

1.60137 
t 1.428 > 

ù.64ô42 
f 0.862) 

()_98512 
2.40174 
30.42848:t-: 
16340_46 

--------------------------- ·--------------··-----------------------------------

NOTE: (.) T-STATI~TICS . 
** T-STATISTICS SIGNIFICANT AT THE 5% LEVEL 
*: T'--STATISTICS SIGNIFICANT AT THE 10% LEVEL 

,· 
; 
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Appendix 3 3· · 
NATURAL IDG REGRESSION RESULT FOR EX . 

EOR LAGOS STAT.E 
,: . 

EQUATION 277A 279A 280A. 281A 282A 
. t, 

. · /· •: :· .. :: ... 

CONSTANT -4:59570 ·:::.,;0.7481&1· -2.74963 -7.40419** 6.05686 
(-l-~438.) -=:·(--L1Q7)\ : _C-L901) (13.228) (0.0l 

- ~ -. -; " .. -.. : 

6.40308. 
(0.0 l 

------------·-------.. --Y------------------------------------------------
9. s o .. 34545- .. 6'~34302 .·· ··:o.28583 o.s215H* 0_279.31 o.32971 

(1.687). (1.618) il.399) (25.911) (O.ùi (0.0i 

7. TGI 0.05332 0.14936 0.32181 V.A. 1.59400 V.A. 
(0 ')14) , o ~87) .. 1 ···59 ) ··c (' · - .:... . l - :) . \. - .c:'. .:... . ( ) • .) ) 

--------------------- ~- ----------------------------------------------------- 1 

4. IT 0.53942:t-* 0.48518* 0.44250* 1.3:3134:.t-* V.A. V.A. 
(2.138) Cl.937) r:1.844) (42.a70) 1 

------------------------------------ ----------------------------------------- f 

5. INV 0.45009 0.46360 
(1.197) (1.196) 

0.50275 
( 1. 369 l 

-0.31760 -0.20548 V.A. 
( -6. 250) ( 0. 0 l 

8. R -0.72024 -0.25023 0.36889 0.25992 V.A. V.A. 
(-1.156) (-0.287) (0.738) (5.399) 1 

----- ------------------------------------------------------------------------·, 
' 10. TAD 0.51607 

(0.858) 

îi_-;;;---------------;~;;;;~-----~--------~----------------------------------:i 
(0.041.) 1 

~;~-i~------------~-------------=~~:6~~~----~------- ·----------------------·1 
____ · _____________ ----- ________ (~l.276> ____________________________________ j 
13. TDFI . -0.17512 ! 

( -4. 715) ;. 

14. TNF 

15. NTC 

-0 R.::.. 
D.W. TEST 
F-VALUE 
S.E. 

0_64162 
2.04826 
6.88249:t;t: 
0.69278 

-0.5S'731 
(0.0) 

0.1218G 
(0.0) 

0.62516 0.66530 0.16124 0.27796 0.49946 
2.01100 1.74501 2.86504 N.A. N.A. l. 
6.47984** 7.37058** 460. 75484**UNDEFINED UNDEFINED t1 

0.70851 0.67505 0.05066 1 
1 -------.---------------------------------------------------------------------1 

NOTE: () T-STATISTICS 
ic+: T-STATISTICS SIGNIFICANT AT THE 5% LEVEL 
*: T-STATISTICS SIGNIFICANT AT THE 10% LEVEL 

( 
\ 
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Appendix.3-\ REGRESSION RESULT ~OR E.:L. 
FOR OGUN.STATE 

<:.,- . '. / 
. 1' " 

EQUATION 283 284 285 286 .. 287 288 

CONSTANT -38671_21 -4589_63 -10518_02 1.84295 -41413_43' -57276.22 
(-0. 611) (-0_704) (-0_274) (2.903) (0_0) (0_0) 

. ~ - . 

9 C 
- u · 0_72818:t.:+: 0.81498** 0.52701** -0.:28523 

(2.264) (2:548) (2.717) (-1.493) 

7_ TGI -0_02299 ~0.02323 -0_03281 V.A. 
· (-0.462) (-0.451) (-1.097) 

Q_ 19013 . 
(0.0) 

--- ----' ----------' -------- --- ------------ -----------------------------
4_ IT" 

5_ INV 

0~03264 . 0_03888 
{0_101) (0_125) 

~0-21745 0.49413* V.A_ 
(O.i709) l9.670J 

-0.44241 -6_47051 -0_22188 V.A. 
(-1.003) (-1.037) (-0.829) 

0.66449 
(0.0) 

' ' " 

0_36366 
(0_0) 

0.52072 

---------. --------------------------------------------------------------------
8. R 1. 65601 

(0.151) 
-19.37853*:tV_A_ 
(-3.221) 

. . ' ------------------------------------------------------------------··-----------
10. TAD 

11. BNF 

0. 66018 
(.0.488,) 

. 0.86975** 
(2.443) 

i ------------------------------------------------------------------------------
12. TLB 4 _ 41232** 1 

(4.506) \ 
----· ---.-------------------------------- --------------- ---- --------------~ 
13_ TDFI -0 _ 78557 . 1 

C-2.516) 
" . ' .~ 

14. TNF 2a77828 
(0.0) 

15. NTC :3_84758 ''I 

· . . (O. O) ': 

---------------------------------------------------------· ------ ---------- ·-~ 
R2 o.57213 o.54192 · 0.84638 0.96491 1.00 1.00 · . .J 
D.W. TEST 1.29526 1.24554 2.08777 1.06481 · UNAVAILAB. UNVAILABLE .} 
F-VALUE 4.43834** 4_54902** 15.16769** 37. 66480 . UNDEFINED UNDEFINED · .~ 
S.E. 99127 1025:36 59395 17070 0.00 0.00 i 
-------- ----------------------------- ------------------·-------------------~ 

NOTE: () T-STATISTICS . 
** 'i'-STATISTICS SIGNIFICANT AT THE 5% LEVEL. 
*: T-STATISTICS SIGNIFICANT AT THE 10% LEVEL 

1 

l 

l 

CODESRIA
 - L

IB
RARY



-~25. 
. ' .. ~ .,, . . . ): 

Appendix'- /.;3 :S 
.:-.·.- ,· 

REGRESSION RESULT FOR EX. 
FOR ONOO STATK 

,. 

EQUATION 2s9''\ ·. 296{ 291 · 292 293. 294 
.... · !-

CONSTANT -39:13 âO. '.::..:. 2355. 98' .. ,..2{345. 84 -109861. 05 -076651. 98 -185895. 63 
(-0.106). :'j~O.OS,;a.j\ ).(.cO~ 580) (-Oa942) (-1.128) (-0. 553) 

9. S . -0 _ 12320 ... \:o _ 1265{· :·k6. 22186** -0. 28683 V. A. .V. A. 
( -1. 416 f : , ... ( -1. 452) · (.:3 _ 9;33 ) ( -4. 795 ) 

7. TGI -0.16001 -0.15931 · -0.11563 -0.14511 -0.21294 V.A. 

4. IT 

5. INV 

8. R 

(-1.521} (-1.507) (-1.063) (0.228) (-0.425) 

0.05943 
(0.205) 

0.05254 
(0.181) 

0.10683 
(0.350) 

1. 54776 
(0.569) 

V.A. 

0.97688 
( L 760) 

0.99687:t: 1.58365:t-:.+: 2.11951 2.89763 
(1.789) (4.854) (4.652) (3.559) 

-0.19577 -0.10932 9.92363 2.61329 
(-0.085) (-0.047) (1.598) (0.966) 

V.A. 

V.A. 

V.A. 

-6. 72472 
( -1. 0:30) 

-------------·---------------------------------------------------·-----------. 
10. TAD 0.53959 

( 1.433) 
' ------------------------------------------------------------------------------

11. BNF 

12~ TLB 

13. TDFI· 

14. TNF 

15. NTC 

0.51955 
( 1. 384). 

-1.23355 
(-:-1. 161) 

0.47188 
(0.148) 

0.73106 
(0.404) 

4.70959 
( 1. 937) 

-0 ' 
R,_ O. 7 4292 0 .7 4037 O. 72935 · 0. 93244· O. 788759 0. 35755 
D.W. TEST 1.56738 1.57159 1.60734 3.00193 0.94754 2.48629 
F-VALUE 8.84400** 8. 74030** 8.31445** 16. 77232*-* 11.95542 1. 74204 
S.E. 65796.8:3 66122.35 67511.61 39953.26 48152.91:} 129069.04 

NOTE: () T-STATISTICS 
** T-STATISTICS SIGNIFICANT AT THÉ 5% LEVEL 
*: T-STATISTICS SIGNIFICANT AT THE 10% LEVEL 
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EQUATiü_N 

. 226 
REGREssrm[ RESULT FOR TGI ( TOTAL -GROSS INVESTI1E~) 

FOR SEC'TOR I 

307 308 . 309 310 311 

)~ ':·. 

. , ' 

312 

CONSTANT -873.63 2742.62 -1836.33 159818.83 -36431.69 192164** 

6. EX 

9. S 

(0.009) 

0.10558 
(1.205) 

(0.028) _ (-0.019) (0.600) (-.898) (3.596) 
. . . 

0.09873 
(1.144) 

0.09896 · -0.12168 0.14537** -0.32910 
(1.131) (-0.532) '(4.442) 1-0.424) 

-0.13003 -0.11757 -0.14709* 0.10197 
( -1. 508) ( -1. 376) ( -1. 686) ( 0. 918') 

0.04492 
(0.688) 

-0 .48116 
(-2.017) 

. . ------------------------------------------------------------------------------
19 M 

4. IT 

5. INV 

-9022.54 -5686.26 -7531.04 -28016.57 ~10059.58 68821.71 
(-0.305) (-0_195) (-0.256) (-0_238) (-0_212) 12.327) 

0.83097** 0.86:381** 0.84328** O. 70985 
(8.202) (8.455) (1.564) 

0.67250*. -3.70322** 
12.003) (-7.731) 

1.04542** 0.91115** 1.04593:-i<* -0.53886 -0.31367 0.21936 
(2.619) (2.262) (2.701) (-0.740)" (-0.857) (0.760} 

------------------------- ·----------.-----------------------------------------
B. R -1.37905 -5.17285 3.59761 

(-0.287) (-1_203) (0.847) 
1.85990 -0.79014 22_85910** 
( - . 288) _ ( -0. 621) ( 1- .14.1) 

-- -- -- ---.------ ----------------------------.--------------------------
10. TAD 

11. BNF 

12·. TLB 

13. TDFI 

14. TNF -

0.22247 
(0.340) 

· O. 74975. 
( 1.302) 

-0.59030 
(-0.833) 

- - . - . -- --- -- -------. 

1.10835 
(0.850) 

3.85385** 
(2-495)' 

-------------------------------------------------------------- .-----------.·---
15. NTC -2.53660* 

- (-2.585) 

-;2 
h'. 0.84303 o.a4756 0.84472 0.88943 0.97053 0.97599 
D.W_ TEST 1.85102 1.83498 1.86619 2~45671 2 .. 54931 2.01628 
F-VALUE 47 .0:3356** 48.650** 47.6288** 18.23659:t::t. 72. 28116** 61. 98254** 
S_E_ 241593 238078 240287 144134 _ 32836.75 27720 
----------------------------------------------------· ---------· -------------. -

NOTE: () T-STATISTICS 
** T-STATISTICS SIGNIFICANT AT THE 5% LEVEL 
* T-STATISTICS SIGNIFICANT AT THE 10% LEVEL 
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_, . ·:, . . Z2 7_ . 
.· · · ~- : 1\ .:. REGRESSION RESUL'l' FOR TGI< TOTAL GROS$ INVESTMEN:I') 

.,. 
•' 

Appendix _:p:- ~ 
.•· 

., EQUATION 331 33:f 333 334 335 336 

· _CONSTANT 24383/:Z.4. <30638.2if . 849. 75094 14767 .83 
(,0. 28àf .. ·'_:· (Ç>..3~q_).')' / .. ( 0. 017) ( 1. 069) 

------------- .. ----- . ·.~:~·: ·. --- .?.' - ~···:.: .. · ------------------· ------------------------

6. EX 0.54800:+:t ::ù~ 56103**· ·o _ 74747** 0. 59858 
(2.999) ... (3.070) iB.7031 (3.5771 

--------- ·----------------------------- ·--------------------------------------
-9_ S 0~ 11968 

(1. .180) 
0.13203 
( 1.277) 

0.48725:tt 
l2.-.W7) 

-0.09669 
(-0.745) 

------------------------------------------------------------------·----------. 
19 M 

4. IT 

5. INV 

8. R 

10. TAD 

11. BNF 

623.47397 -400.32682 6191.82844 
(0~025) (-0.016) (0.429) 

0.22627 
(0.633) 

0.25646 
(0.718) 

-0: 15672 . 
( -0. 711) 

-1.05684 -1.12175 -0.70502* 
(-1.698) (-1.807) (-1.902) 

-4829.74897 
(-1.169 l _ 

V.A. 

V.A. 

8 ~ 91937. -1. 08755 -:35. 366554** V.A. 
(0.901) (-0.407) (-6.056) 

' ' . . 

-1.25211 
(-1.049) 

V.A. 

. . ------------------------------------------------------------------------------
12". TLB. 5. 03294·Jst-: 

· (6.097) 
·, -- - -- ----- - .:. 

13. TDFI 

14. TNF O. :31002 
(0.480) 

------------------------------------------- ---------------------------------~ 
15. NTC 1 . 

_,· 

~') 

R~ 0.53621 0.53375 0.83945 0.95773 1.00000 
D.W. TEST 2.14791 2.13039 1.95813 2.40228 N.A. 
F-VALUE 5.12903:+::t. 5. 76983** 19. 67237:+::+: 29.:32229 UNDEFINED ; 
S.E. 8.2420.56 82638.71 48493.59 9022.19906 · 
---------------------------------------- --------------~---- -~ ----- -- -----~ 

NOTE: () T-STATISTICS 
·t··!.. m r,mAmT,.....mTr,n ·"""'Tft~'JTr.iTr1~r...~11n .o\rn rnrrfil ii.ii' T PT7r.:tT 

:; 
j 
! 

· I 
1 

{ 
j ·, 

CODESRIA
 - L

IB
RARY



·228 

NATURAL LOG REGRESSION RESULT FOR TGI < TOTAL GROSS I NVESTt1ENT l 
,pèndix 38 

EQUATION 337A 338A 

CONSTANT -0_41191 -0_04298 
(-0.182) (-0_020) 

FOR LAGOS STATE . 

339A 

0:09108 
(0.042) 

. . 

340A 341A 342A 

-3.94169 -7.39563 11_02511 
(0.599) (0.0) (10_213) 

-----------------------------------·-------------------------------------------
6. EX 

9_ s 

19 M 

4_ IT 

5. INV 

8. R 

o_ 11222 
(0_002) 

0_07251 
(0.682) 

0.07329 
(0.675) 

-0.01562 0.09440 V.A_ 
(-0.051) ((J".0) 

0.17764 
( L 169) 

o _ 18021 
(1-205) 

0.23237 
( L 511) 

0.43028 
( 1.070) 

0.46843 V.A. 
(0.0 l 

0.06818 
(0 .189) 

0.08433 
(0_237) 

-0_18232 -3.04415 1.38316 0.94649 
(-0_487) (-1.170) (0.0) (0.954) 

0. 52658** 0 _ 52163:t.'t O _ 44966** 0 _ 83276 
(4.539) (4.567) (3.663) (1.960) 

1.06577 V_A_ 
c o_ o 1 

-0.01225 -3_542E-03 3.487E-03 -0.24752 -0.11358 V.A. 
(-0.048) (-0.014) t0.014) (-0.37~) (0.0) 

- L 10970* - L 29483·+-* -0 _ 67891* O _ 9637 4 
(-2.004) (-2.271) (-1.773) (1.053) 

V.A. V.A. 
/ 
1 

-------------------------------------------- -----~---- --------------------- ·1 
10. TAD 1. 21024°+::i( ', 

(2.256) ,. 

--------------------------------------------------------.---------------------1 
11. BNF 1. :36857t 1 

(2.461) 

. 1 

------------------------------------------------------------------- ---------~ 
12. TLB O. 89865** -

(2.214) ~ 
---------------------------------------------------.--------------------------1 
1:3. TDFI -0.06388 'I 

(-0.137) 
------------------------------------------------------------------------------. 1 ' 

14. TNF . V.A. ); 

------------------------ -------------------------------------. - -------- ---4 
15. NTC · . . V. A. · l 

. . q 
. j 

-----------------------------------------------------------------------------~ 
R2 

~n 0.64585 0 .. 65724 . 0.64353 0.25B52 LQQQ -0.04716 )_). 
D.W. T!!.oT 1-61708 1.57570 1.82458 2.61789 N_A_ 1.736:36 _.,1 

F-VALUE g _ 07624:ict 9. 49157:+:·f 8. 99487::+~.+: 1. 39845 . UNDEFINED O. 90992 :) 
S.E. 0.61081 0.60091 0.61281 0.64255 0.74234 J 
-----------------------------------------------------------------------------c, 

ri \, 

) 
., 

NOTE: () T-STATISTICS 
:t::t: 1'-$TA'n~î1Ç~ ~IGNIFICANT AT TH~ 5% kEVBJ., 
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AI;'PENDIX ~9 

Other Development finance Institutions owned .. _ 

and controlled ·by the states in Nigeria. 

Bauchi State Investment and Property Development 

Company Ltd. · 

Benue Investment Company Ltd. 

Central Investment Company Ltd. 

Investment and Credit Corporation of Oyo State (IICC) 

Kaduna Investment Company .Ltd. 

Kano State Investment and Properties Ltd. 

Kwara State Agric Development Corp0ration 

Kwara State Investment Company Ltd. 

Lagos Building and Investme_nt Corporation 

New Nigeria Development Co. Ltd. 

Niger·state Development Co. Ltd. 

Odua Investment Company Ltd. 

Ogun State Industrial Firiance Corporation. 

Ondo State Investment Corporation 

Sokoto State Investment Co. Ltd. 

All these perform the basic functions of providing funds 

for industrial projects and economic development in 

general. 
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APPENDIX 40 

QUESTIONNAIRE FOR SI'-lALL SCALE INDUSTRIES 

1. Name of Organisation~-------------~----------~-----

2. Date. of Registration/Incorporation:------~---~----

3~ Location and Site: ---------------------~----~----

4. Name of Promoter/Shareholders/Directors:· ----::-----

--------------------------------------------------
s.· Educational Background of Promoter(s): 

Degree; WASCE; PRY. 

6. Age of Promoter (.s) : 

7. · Experience of the Promoters/~o'rking: -------------

------------------------------.----- -- - ---, - -

8. Partners/Directors: -----------~------------------

--------------------------------------------- -----
9.. Da te of Commencement of Business: ----------:-:...------· 

--- -------------------------------------~---------
10. Items of Manufacturing/Nature of Business: 

(.a) 

(b) 

Exîsting: 

Proposed: 

--. -------------------- ----·---. -. ---
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Annual Prcrluction 
Q.iantity Valeu (N) 

% of Capacity 
Utilised 

(a) 

(b) 

Existing 

Prop:>se:::l 

11. _Fac tory and .. Buildings 

As at ------------

Area of the Plot 
(Sq. m/hectares )_ 

covered Area. 
Value/Annual Rent 

Accommodation )sq.m) 

(a) Office 

(b) 

(.c) 

. (_d) 

(e) 

(f) 

Existing Date Proposed Date 

------ -------- --------

* Delete if factory is not going to be considered as 
security. 

Estimated Cost of: 

(_a) Land N ------- ------- ------- ----------
(b) Buildings N ------- ------- ------- ----------
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Owner Exist.ing Date . Proposed Date 

If r~nted,annual 
rental value N------ ------- -------- --------

12. i.vlachienery and Equipments 

EqLiipnents Sources Purchase Price Present Value Date 

l.· 

2. 

3. 

4. 

s. •. 

etc. 

13 . Vehicles Make 

14 .. 

a. 

b. 

c. 

d. 

l. 

2. 

3. 

4. 

Sources of Financ.ing 

Total .Equity Capital 

Total I.oan Capital 

Medium terrn Loan 

Sh::>rt Terrn I.oan (0/D) 

Purchase Price Present Value Date 

Exist.ing_ Date Int. Payrnent Date 
Interest Obta.ined Proposro (N) Obta.ined 
rate (3) 
------- ------- ----------- --------

------- ------- ------------ --------

------- ------- ----------- ---------
------- -------- . ----------- --------
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e. Total IDans fram 
canmercial Panks 

) 233 

f. wans fran Developnent 
Finance Institutions e.g~ 

NIDB 

NBCI 

State Finance Corp. 

g. Lœns fran Nan-Bank --------
Financial Institutions------- . 

. h. :eorrowing frcm relations 
and friends --------

i. Credit fran the Market 
('I'rade Credit) -------

j. Other sources of financing ---

-------·---

15. Interest cost of Debt Interest Maturity 
Payments of Loan 

Loans fran Commercial 
Panks: 

(a) 

(b) 

(c) 

Loans fran Developnent 
Finance Institutions 
NIDB 

·mcI 
States 

(N) . (N) 

Collaterals 
(N) Date 
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Loans fran NJn-Eank 
Financial Institutions 

:sorrowing fran relations/ 
friends 

·Trade Credit 

Others 

Total 

234 

16~ Uses of Loans Fixed Asset Changes in 
Investment Inventories 

(W:>rking 
capital) 

IPans from ccmner
çial Banks 

Loans fran Develop
ment Finance Inst. 

NIDB 

NFCI 

State Fin. 
Corp. 

Others 

I.oans from Non-Bank 
Financial Institutions 

Net ']):"ade Credit 

-- ·--------

'lbtal Date 
Investment Obtained 
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··.: 

17. Uses of ü:>ans .(Breakdowns). 

r.oan Requirements 

Nature and Amount Date 

(a) Aachinery LOan 

New Project 

Expansion 

Acx:lernisa tion 

B:tlancing of 
Capacity 

Replacement 

(b) Egllipnent Wan 

New Project 

Expansion 

Modernisation 

Balancing of 
capacity 

Replacements 

(c) Building: LOan 

New Project 

Expansion 

Repairs and 
alteration 

Replacements 

Sources 

Value 
(N) 1 2 3 4 5 
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(d) W:>rking Capital. 

New Project 
Supplernentary 
requirerrent fo:r: 
existing industries 

W:>rking Capital 
Production 
Capacity 

236 

Date Value 1 
. (N) 

-------:------% 

2 3 4 5 

(i) Stock of Raw Materials N---- for---- months requirernent 

(ii) W:>rk in Progress 

(iii) Stock of finished · 
goods 

N---- for --- months Il 

(iv) · Accounts Receivables 

(v) Iess Accounts Payable 

N--- for --

N---- for---

N---- for----

Il 

li 

Il 

(vi) · 'Ibtal W:>rkirg Capital= -----------------, 

18. Annual Production/Sales (since inception) 

(a)· Existing 

Year 

19 ••• 

19 ••• 

19 ••• 

19 ••• 

19 ••• 

Quantity/Nurnber Rate *Net Ed-Factory 
Sales/Prices (N) 

li 

li 

li 

'Ibtal Value 
Sales Turnover . 
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'As After Expansion-_. 

Year 

19 ..• 

19 ..• 

19 .. . 

19 .. . 

19 ..• 

Quantity/Numœr Rate *Net Ex-Factory 
Sales/Price (N} 

Total Sales 
Turnover 

19. Changes in *Inventories 

Year Çuantity Value (N) 

20. 

19 ..• 

19 ..• 

19 •.. 

19 .•• 

* Net Ex-factory Sales Price (N) includes excise duty of trade 
camnissions. 

Inventory of finished and Intenœdiate proclucts and Raw 
Materials 

Year Çuantity Value (N) 

19 ..• 

19 .. . 

19 .. . 

19 ••• 
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21. 'Ibtal Gross Investrrent 

Year 

19 ••• 

19 .•• 

19 .•• 

19 ••• 

19 ••. 

etc. 

(b) (i) -· Machinery 

Present Value 

S<:urc~s of 
Procurement 

238., 

'Ibtal Value 

Existing PrOJ;X)Sed 

N •••• N ••••• 

N •••• N ••••• 

22. Raw Materials, Labour and Ut.:j.lities (based on 100%. Capacity)p.a. 

(a) F.aw Materials 

(b) labour' 

(c) Electricity 

(d) Fuel 

(e) water 

Existing Prop:>sed 
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Employrnent Potential . (for each year) 

Skilled Labour 

Semi-skilled Labour 

Unskilled li:!bour 

Ternporary Staff 

l'Jo. Res. No. Pan. No. Rem. No. Rem. No. Res. 

Ma.in Problems of the Business/Solutions Offered 

(a) 

(b) 

(c) 

(d) 

23. Contribution to Internal Revenue (Tax) 

Value 

19 •••. 

19. ~. 

1_9 ••• 

19 ••• 

19 .•• 

19 ••• 
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24. Contribution to Ehlployment Generation 

25. 

19 .•. 

19 .. . 

19 .. . 

19 ..• 

19 ... 

'J'.'otal Number .'Ibtal Rerrruneration 

Contribution to GDP/Local Value .Added 

19... Value . .Added 

19 ... 

19 •.. 

19 ... 

26. Incentive Enjoyed/Disincentives 

e.g. Tax, Interest Rate 

27. .Reasons for failure to expand. 

28. E>tpected: Rale of Governrœnt . œ Enhance SSI Developnent 
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