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ABSTRACT

This study aims at providing gquantitative analyses of the
effects of the various policies in the adjustment programme
(interest, exchange and trade policies) on the performance of the
industrial sector of the Nigerian economy. The study also
verifies whether or not structural shift occurred in the
industrial sector as a result of the introduction of structural
adjustment programme in mid 1986.

The analytical technique specifics the relationships between
the major industrial variables such as output, employment, and
profits and the quantifiable aspects of the structural adjustment
programme. Primary data were collected from the manufacturing
industries by the use of a questionnaire. The secondary data
were obtained from the Central Bank of Nigeria and Federal Office
of Statistics. Applying the least squares techniques parameter
estimates were derived.

The results of‘ the interview show that the adjustment
programme adversely affected profitability, output, productive
capacity, employment and production costs of all categories of
manufacturing industries. However, the effects were more intense
in the producer good industries than in the consumer goods ones.
The major shocks identified in the study include increased cost
of working capital, increased prices of domestic raw materials
and changes in tariff system. Manufacturing industries became
more cautious  in decision making and adopted the following

strategies to adapt to the shocks posed by the adjustment



xi

programme. These strategies include prudent = financial
management, reduction in labour force, increase in the unit price
of output, improvement in the quality of their production and
reduction in their stock of inventories.

The results equally indicate that exchange and interest
rates have adverse effects on the performance of the industrial
sector through their effects on the costs of raw materials both
imported and locally sourced which in turn adversely affects the
level of prices, sales, capacity utilization, employment and
profitability. The liberalisation policy instead of enhancing
increased production precipitated high cost of production as well
as unit price and thus decrease in capacity utilization.

Finally, the structural shift tests show that structural
shift occurred in the industrial sector with the introduction of
the structural adjustments programnme. In all, only few
manufacturing industries especially the consumer good ones have
benefited marginally from the adjustment programme. Majority of
the manufacturing industries were adversely affected by the
programme. However, the results may be tentative in view of the
duration of the study. A different picture may emerge iﬁ the

long run.
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Table 1.1

Major Economic Indicators (1970-85)

Abstract of Statistics.

Year| INDEX OF CONSUMER |BALANCE OF | CUMMULATIVE |FOREIGN

REAL PRICE OF PAYMENT |PUBLIC RESERVES

INCOME INDEX Nm (3) EXTERNAL Nm (5)

PER 1962= ‘ DEBIT (Nm)

CAPITA 100(2) (4)

1973=100 o B

(1)

1970 12.0 134.4 +59 175 158.20
1971 27.0 156.1 +129 215 275.60
1972 29.0 160.6 -40 263 224.60
1973 100.0 169.4 +174 277 370.10
1974 100.3 190.6 +3102 322 3492.30
1975 105.6 255.0 +153 350 3723.30
1976 111.6 316.0 -340 375 3265.80
1977 116.1 367.0 -527 365 3225.90
1978 106.9 425.1 -1294 1252 1453.3
1979 109.5 475.1 +1869 1612 3067.0
1980 108.6 522.2 +2403 1867 5456.4
1981 103.7 631.1 -3021 2331 2427.0
1982 90.1 679.6 -1398 2595 801.0
1983 70.0 837.4 -275 8500 747.7
1984 68.2 11,482.9 +355 14537 1080.0
1985 69.7 1,233.4 +561 17290 1641.1.
1986 70.8 1,298.7 +796 41452 3587.4

Sources: (1) Federal Office of Statistics: Annual

(2) Central Bank of Nigeria, Annual Report
and Statement of Accounts,
Issues).

(Various



1.1 11¢ubtr ted these deteriorating economic conditions

Many reasons had been advanced by various authors

for these ©problems and inability .of +the various
governments to ameliorate thew. Such reasons include,

G
2
o
&
o
A

excessive public sector domination of the econ

and constrained agriculture growth®. Egually important
was the technological backwardness, import oriented
consunption habit and profligate ilifestyles which are
rather incouwpatible with the economy’s productivity
ievel.

While the above enumerated domestic factors
contributed to poor economi performance, external
factors are egqually palpabie sini the Nigerian econowy
is highly dependent on the economies of the
industrialized world. EBxternal factors consist of the
adverse effects of the operations of transnational
financial institutions, adverse trends in the

United Wations Econowic Commission for Africa (ECA),
"Accelerated Development in Subsaharan Africa: An
Assessment by the 0AU, ECA and ADB Secretariats (ECA
Edited Version)", Africa Developmeni, vol. IX 1884, ovp.
112,



consists of expenditure reduction policies such as

domestic creadit restraints and fiscal policies
o . 3 13 T Ts ko) 3 T 4 T m

(Scammell’, W. W., Polak, J.J.', E. Tower and T.D.

TT2 3 T o~ 5 T 3T 3 am — TaT = G ~3

Willet', R. I. Mckinnon and Wallace E. Oates) and

expenditure switching policies namely devaluation of the

oy

LN« s § 2~ P P T -~ e b R = [, -~ -~ 3 S S
infiation. Howeve "y t:'al’ly doubts were voiced in the
development literature by some structuralists (see
oo 1 I T b N S i I - L R - -
SGaﬂlmE‘:lJ_, W.W. , intex national Mo J.t:!tztf‘y P ]_J.C‘y . Lul‘luui‘l,
B S =17 o~ 1 Q
'L"fd,Lm_L.LJ.ah, 1875,
L N T WA . et = P o o .. : ,
Polak, J.J., Monetary Analysis of Income Formation and
. " L0 X U [«Yor
dements y IMF Staff paver, Hovember, 1857.
e =37 " Ta T ) - o ke [,
Tuwcvj’, Y and T.D. W‘i_.J_J_F-f', The Tht:u.‘r:‘y of Gy'f'.-uuum
o v < [ = . . o s 4 T o et S M
Curyrency areas and Exchange Rate Flexibility, Special
P [ S, LSRN | I R IR - [ S S
Papers in International Economics, Princeton University,
T 44 - 2
No. 11, May, 1876.
-3 R T I fie T P S "mL. . < i I T -~ L
Mckinnon, R.I and E. OGates, The TImplications of
P s J— T U 2 T R 2 0o e s e o
International Fconomic Integration for Monetas ¥ Fiscal
- U T ] Ty an 2 i o A s
and k¥ poLiicy Princeton Studies in
T e —~ ~— L | TS am oo — T Y ad - Fal¥a,
Internationatl Fina 1ICe, NO. 10O, 1966.




ES PRy -~ T 2 o~ 4 ey 3 PP I - ey — O | o~ - . R, |
strand of litevature is lublhlLy summarized ana exitendaed
: 3 1
. T — cir em my Lo Fal e T » U | ’d R, [ N,
in the works of C 1OTET, R. ana hl"tlgluall and Ta.y_l_ o .

I N ra e e |, K T PO

D] int out VAarious channels (d_l_St} ibutional l:'ll\f'(_tb,
e g -~ ~ = 2 2 = 13 L2 - e e

consequences of initial fiscal Or current ACCcount

P [ 3 s L PR, | P A - R . I« S B Y - w3~

AeLICILE ana reaa balance effects ] Via which

-8 on aggregated demand may reverse

the expenditure switching a

-3

20

un

ITL e TS e o AL UGN . R =T aneco .
irschman, A., 'Devaluation and the Trade Balance: A
] 3 —— D —~ — K - .. — s LI — - N
note", Review of Econowmics and Statistics, vol. 31, No.l,
1949, pp. 50 - 53.
Diaz - Alenjandro, C., "A note on the impact of
devaluation and the redistributive effect", The Journal
of Political Econowmy, vol. 7i, 18863.
— . " s oy i o o —— - 2 LI R _— -
Cooper, R.. SUrTrency Devaluation in Developing
- 2 " bl — e e s —~ 2 am . T L. i o
Countries Essavs in Internationa Finance, Princeton
University, 1871.
Krugman

devaluat

]
S
‘

!
%

-
i

Van Wignbergen, 5., Stagflationary effects of Monetary
stabilization Policies: A guantitative analvsis of South
Korea, Journal of Development Economics, veol. 10, No.2,
1982, op. 133 - 169. Van Wijnbergen, S., "Exchange rate
Management and Stabilization Policies in Developing
Countries", Journal of Developwment Economics, vol.23,
1886, pp. 227 - 247,
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devaluation on the local currency costs of intermediate
LA SO D —~ PO 3 ey e o P T ~ ey~ U4 . p—
11|pui,.._ : [aXyt NOWMinag.d wages in the presence ) T Wage

A 3o - . R, B A PR S ey e = C.

Adverse credit conditions occasioned oy regstrictive
S - T T oo PR i T T SR, R

monevanry 0IL1Cies and N} devaluation artfects

Though the structuralists did not enunciate an
alternative approach to short run economic wanagement,
they suggested +that the essence of a fundamental
stabilisation policy ig a long term development programme
to achieve the structural changes which are needed (Seer,
1982w),”. in particular, they stress lessening the

vulnerabhility of the economy to Tluctuations in foreign
exchange earnings and conseguently in public revenue,

—
]

wobility of resocurces and increasing or at least
Seers, D., "A Theory of Inflation and Growhth in
Underdeveloped Economies Based on the Experience of Latin
America", Oxford Econowic Papers, vol. 14, June 1862,
v.152.

or outlines of the kind of programme the structiuralists
would favour; one may consult Grunwald, J., "The
*Structuralist’ School on Price Stabilisation and Fonomic
Development: The Chilean Case", in Meier G. M. edj,
Leading issues in Development Bconomics, Oxford
University Press, New York, 1864, vp.21i3 - 218.
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atructural adjustment DTOETTaANMNE unlike the
- P AL 2 e —— 1 3 —<r 3 = 2 e 3 Ll . e e P [,
stabilisation TOLICY 1§ des.Lg ied tTo simultanecusly

e structural changes needed to

-
=

responsiveness of current account deficits to the growth
of output,

Hence, for less developed countries {LDCs )
characterised by imbalances and distortions, the basic
approach is liberaiisation of the various sectors of the
economy. Market liberalisation in highly distorted
economies will presumably imbrove existing resource
allocation across sectors, across firms in a sector and
within firm in a sector. In a dynamic sense,

- Faip] P T L g Y VI W ol PRI . B, R S fxrs 0 o2 L
profitable under incentives free of distortions {(Vittorio
i . T s e
Guitan Manuel, Fund Conditionality: Evolution of
e e 2 T o~ o 3 P ER I " o i e v 2 = T a0
Pl"_LuC_LP_Lt:‘b and Practices’, Pamyl.u.t:t weries, No. 38, IMF
T . Iy Qa4
Washington D.C., 1881.
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an countries,

Bank formulated adjustment programmes has increased
tremendously over the years following the deepening
economic crisis since eavly 1980s.

designed to effectively alter and 7tvestructure the
consumption, ©Droduction, exchange and distribution

. 1] 0 ~ —_—— T .
Corbo, V. and Melo, de Jaime, "Scrambling for Survival:
How firms Adjusted to the Recent Reforms in Argentina,
Chile and Ilrueguay; World Bank Staff Working Paper, No.



controversy in its conceptualisation and pains in its
implementation. These facts have led to increase and
intense criticisms and doubts both within and outside the
country of the efficacy of the adjustment programme in

some tundamental questions among which are the following:
Has the implementation of structural adjustment programme

icant effect on the industirial

behaviour of firms especially in terms of local sourcing
of industrial raw materials? How do the Tirms judge the

adjustment programme on the profitability of industrial
firﬁs? Has it produced any significant effects in terms
of increased capacity utilisation and employment? And
finally, what have been the effects of the adjustment
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specific - country approach, as we caunnat say, a priori,
whether or not structural adjustment has significant
positive or negative effects on these industrial
variables . wmentioned above. Moreover, given the
importance of the industrial sector in terms of

there is need to study properly and scientifically the
effects of the programme on the economy. The objective
of +this study therefore 1is to provide answers to
gquestions raised above on the impact of the structural

To accompiish this task, a survey of Nigerian
industrial firms is redguired, with such a survey, we
would be able +to know the effects of structurail
adjustment programme frow the point of view of the
manutachtiurers. In addition, we try to specify wodels for
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adjustnent programme on industrial development in the

Nigerian economy. The effects of the various policies
incorporated in the adjustuent Progranmns on  the

B

industrial firms need to be studied as this would help to

bases for evaluating whether or not the

PR S avs e — s R R 3 e - o — o -y o - .
adjustments in the industrial sector as well as evolve
4 Ve e .n._,._‘:hl,_ . PR ey ey o ey 2o, o s oy £ 2 T .Ll.._.
otvnext POSSsIDLe Measures necessanry I IMPTOVINgE Lae

Specificaily, the objectives of this study are:-

i) to review the performance of the industrial
sector of the Nigerian economy before the
structural adjustment programme.

23 to test for structural shift in the industrial
sector occasioned by the introduction of the

- e o PO | L e e .y -~ M Daor E E.
structiural delet IenT Drogramme i laoG, Cne
e e de 2 e [ | 10 Qr L.
existing trend for 1870 to 1884 is




empt is made here to show how the present study

compared with some previous ones on the same subject.
. . - . 18
Unlike the studies by Overseas Development Institute

rica {(ECA)", this study is

18

d

15 Kirkpatrick, €. and Z. Onis, "Industrialisation as a
Structural Determinant of Inflatioun Performance in IMF
Stabilisation Programme in Less De ] ", The
Journal of Development Studies, vol. 21, No. 3, 1885.

u United Nations Economic Commission for Africa {RECA),
African Alternative Framework to Structural; Adustment
{for Socio-Economic Recovery and Transformation (AAF-
SAP), Addis—Aba‘ca, 1888 E/’ECA/CP& 15/6/?\,6‘"\7.3.



Although, the present study draws on the earlier
At e o Tataed amd Meal bl - R 1 B
studies by Petrei and Melo", Corbo and Sanchesz and

24 . . . . o
Mezerrva and Melo , it is more comprehensive in terms of
cCoverage. Apart from this, the present study goes
further to make a guantitative estimation of the effect

of the programme on the industrial sector. As regards
the few reviews and works appearing on the adjustment for

. ) LN PO 1~ 2 b T, 2"’ | 7 P ..25 - 3 DL 2 :_26 FE N
ngella like Ohiorhenuan s mdyudt ) and Phillip . e

o
—_—

22
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ina During 1876-81’, World Bank Sta
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analysis but also on primary data obtained through field
SUrvey.
This study attempts to enhance existing knowledge in

i. Comprehensive empirical study that involves
both cross sectional and time series data Torvr
analysing the effect of structural adjustment

2. Rigovrous, scientific and guantitative analysis
of the impact of the adjustment programme oun
the industrial sector.

3. Empirical determination of +the nature and

’ significance of the various forms of
adjustments adopted at the firm level in

ment programme on T



THEORETICAL BACKGROUND AND LITERATURE REVIEW

—d e 2 M L. - B o e - .. — P o~ =
empi rical st Id_Lcn_ on the Programine. T}..IC MacroeCoOnomic
2 Y - T e U o = = 3o - — - - - = 1~ 1. ~ T =
theories of adjustment are considered with the relevant

— — e i < - [P P S— ~ D PR S oy LR | o -~

economic u LdeT’yJ_”luJ_ug‘-« (o the conventional isdom on

tx....,, K s Iy ) o, o s OTevioi U . ,.l ot d' o oo
nose igsues., Mmoreovey, prev ious empirica stuaies are

guide to our study. In this respect, this chapter
consists of four main sections. Section 2.1 examines the
macroeconomic Theories of Adjustment Programme. Section
2.2 analyses Issues in the Adjustment Programmes.
ection 2.3 previous empirical studies on
Adjustment P“ogrtnmes and the final section 2.4 is the
concluding remarks.
2.1 Macroeconomic Theories of Adjustment
The core of the currenf adjustment rogramme is
market libevalisation. Liberalisation simply wmeans
reliance on market mechanisms as a means of Tresource



...... T ~ T - = 1 { e e e —_ 1 3 - — — P 2 o~
between the classical {(neo-classical) and the Keynesian-
A
- < PO I —~ 2 L - L 1 . P : -1
structuralists . The main premise oI the aclassical

economists is that market works and that price signals

R R 1 Chle . PR L. . L o D e R LR
model built on the 'a,S::‘umth_un oL pe fect competitic 1y

smooth convexities, significant price elasticities and

frictionless wage adjustments. Thus, the adjustment to
the warket clearing position is virtually automatic and

moneLary

output,

employment and real wages. The aggregate demand part
which equilibriates the goods sector while the monetary
sector determines the price level., Thus, given the

(%]

—~

This is not fo say that the keynesians and the
structuralist schools agreed on all issues relating to
the removal of distortions and imbalances in the domestic
@COoNomy . However, the two schools agreed that
distortions and imbalances in the domestic econowy result
from the excessive degree of openness in the sconowy.



for the purpose of reinterpretin t as a theory. One,
that woney is a measurable entity with a stable
~ . RN N S T S . ' o
composition over time. Two, aggregate monev demand is
also a stable measurable function of income and of the
expectation of the price level; and lastly that income
velocity of circulation is constant or suffers mino

variations over. a long periaed of time.

Given these assumptions and the features enumerated
above, the fundamental postulates on which the theory
raests are:

One, ful bour and productive
capacity d so that output in
the shor . That is output,
emplioymei es are determined
independ t of +the economic
svstem, I , growth of labour
supply, cap on and technological
change, ¢ tely chosen in a,
SICCEesSSio 1 edquilibria will
determine itput.
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Thr , stable growth of money supply
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ensure that price expec tations Wlil "®B1IS0
PR, R < S o g e e T o er o e ] ot 17
stabl ..,md,hd therefore economic rowth will
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1. R S Y 1. U, DRI ; ot e mmr e ot s
that consistent with the conditions of Jleissez-faire,
- -

- 1. ~ o s s RN o G o B 2 L0 - M ~, B I
ith guve’uueht efforts, if need be, directed towards
F— S 3 - —~, o R N PR < M e e mmen s e e - ~-3 711 ~1 3 - —~
ENSUTInNg stable growth of money ::'u_yyly will eliminate
distortions and i

in view of the above, it may be argued that to a

28

ohnson, H.G., "The Market Mechanism as an Instrument of
Development" in Meier {(ed), Leading Issues in Economic
Development, Oxford University press, Oxford, Fourth
Edition, 1984.
The kevynesian-structuralist concepis derived basically
from th negation of the basic assumptions of the
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price cl,dJU,LLTIC‘ 1TE Dy the so called free wmarket but

govermment aimed at influencing the volume of investment

assumptions underlying the classical analysis. One, that

P

real wage is always egual to the marginal disutility of
the existing enplovment. Two, is the impiicit denial of
the involuntary unemployvment AT three, is the
acknowledgement of Says law which states that supply
creates its own demand. Arising from this, Keynes
posited that there is the need for increased government
intervention in the economy through {fiscal actions.
Fiscal actions are viewed as exerting important
influences on economic activity. Increases in the level
of government expenditure are directed at aggregate
demand while reduction in tax rates will have the effect
of  increasing disposable income and hence increase
aggregate demand. Both actions work thought he
multipiievr and result in increase in income. Likewise,

lower interest rate and the like will neutvalize as far
as possible the harmful effects of speculative private
capital flows.

Worthy of note in the kneynesian and strucﬁuralists
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doubtful in a wmodern dy 1aimic environment as tut'y were
30

- [ RRPIR. L o W AU et at it~ £ NI, T i
formulated for recovery in a static {framework. Tc va

has argued +

are not taken into consideration. Likewise, t
: 1 - ) - -
Harrod and Domar addressed themselves
been answered: if investment creates n

o~ -r —~ PR | N
ot only demand but

R, . . LR S - I W R . T o o g oy i
Toyo, Eskor, Recovery form Rconomic Decline: Lessons
oo PR | KO A ) o R, T s . 10
for a Developing FEconomy’, Africa Development, vol. 12,

o 10 7
No.3, 1887.

- . T P - - ——— J—. — [ ~ 3 i RS,
Harrod, R.F., Towards a vnamic Economics, Macmillan,
o~ i~ [a W o}
Londomn, 1948.
" s . - . 2 - ] Yy et T
Domar, E., Capita Expansion, Rate of Growth and

S, [ P S P 1A ~ (o] A oy 4 QaAs

Emplovment Econcmetrica, vol. 14, No. 2, April 1846,
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in the vrate of profits conseguent on it and the panic
T~ - P N i [ — U o~ L. 2 b P
that causes the down-turn. Also contentious is the
— . ., 4 1. o~ L 3 - - I
argument that the multiplier is at best a +too fTor

s neo- Ricardian analysis, Kalechi and even in

Marz have not produced any lasting impact in the
¥ Y P
33
literature .
The third theory (New classical theory) is

aquantities as postulated by the keynesians, which
nonetheless, is consistent with the vesults of Walrasian
general - equilibrium models. Essentially, the failure

s . -~ AT O o A g RO S, (e S, I L S ] - U4
Elch'le,r, A‘-‘\J.J..Ll:'ll Dy A FUI1IGE TO Pos t—kcy 1Ie8SiAans ACONOmMLICS,
Mascmillan k SIPSNSRL. IR 1 Q00
Mascmiisian, oOnNaoiln, iLvid.



in budget deficit, and privatisation .

By and Large, in contradistinction to the keynesian

theory but in support of the classical theory, the

=71 S [ O S, BN R R . B . JRETRLr T a e S
cL] i out utward orientation anda market orientation as

:M L s = L R PR TN + 1 W TR L] b S 2 T o e AT ~
t, Brice The Case of Tax Cut’, Economic Impact, No.



the secret of successful development. Tt

ural Adjustment Prograume

Structural Adjustment Programme {(SAP) which became

i 2 _ 4 = = T 5 0 3 T €5 =3 2 -~
prominent in the 15880s has pecome a bde&Ct ox
o~ A ~ - 2 PR 1 —~ PR R PR Y e m

CONLToOversy 111 MmOST LEe8s dcvelwad countries. The

in wmost programme countries have continued to tax the
vesearch efforts of wmany economists all over the world.
While the Fund and the World Bank in their official
35 . .
publications believe that the wmodel will help in
solving various problems that afflicted the less
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it is this monetary exzpansion that precipitates changes

in relative prices which in turn culminates in high

developed countries. Similarly, they argue that LDCs
currencies are over-valued thereby undermining the
profitability of the exports and impori competing sectors
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and practicability of liberalisation, devaluation and

enlarge the slasticities of export supply, import demand,
and import substituting SuUpply with respect to
devaluation as well as to more dirvectly shift resources
. kR

into tradeable goods sector. As noted by S. Fisher'’,
many factors have been advanced for the incorporation of
liberailisation in - the IMF/World Barnk adjustment
e ey o b o T e ™2 - 4 L R W fag ™ R V4 *'-.....\.40 F S >

ITOB T AINME . FirsSc, in Cnils Shaw-Mckinunon thesis
regarding the positive role of liberalisation in ¥orea's

Fisher, 5., "Issues in Medium—-Term Adjustment", World
Bank Research Gbserver, vol. 1 and 2, 1886, pp. 163 -
i82.

See the works of Mckinon, R., Money and Capital in
Fconomic Development, Washington D.C Brooking Institute,
1878 and Shaw, E.3., Financial Deepening in Economic
Development, New York, Oxford University Press, 1073.
Balassa, Bela, "Structural Adjustment Policies in
Developing FEconomies", World Development, vol. 10, No.12,
1832 and Balassa, Bela, "Adjustment Policies in
Developing Countries: A Reassessment”, World
Development, vol. 12, No, @ 1884,




premised on the proposition that given certain conditions

such as perfect competition and free flow of information,
free wmarket equilibrium entails the maximisation of

LS S e S e Tm e, PSR T - LR e ey
efficiency in the Pareto Optimum sSense .
LR Y o o i 1n ~amaa £ o s an e . .
With respect to the manufacturing sector,
= - o R R o - £ o - =1 N —TTE S Q] o -, 3 M
restrictions in the form of made-to-measure protection

Moreover, barriers to entry benefit existing firms

as they have more leeway in their pricing policies - a

situation which contributes to the coexistence of Tirus
with a wide range of technical efficiency. The net
effect of these problews in an economy is the prevalence

Krueger, Anne G., et al (eds), Trade and Employment in
Developing Countries, val. i, Individual Studies
University of Chicago Press, Chicago, 1881.

P RS ¥ s.4

Gritf [=]

A 332 o Wa . T3 10 -
Addisson Wasley, London, 18706, ».21.
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activities that would be more socially productiv

to its constraints on the input markets of the firms as




unrealistic in most LDCs considering their economic

structures. The wmain thesis here is that econowmic
efficiency in the pareto - optimum sense reflects only

LI SO T S o P T o 24 2 P PR _ -
distribution of income. Hewnce, it is necessary Lo note

1. o -~ o T RN 4 G, = R, I <4 —y ~ 1 o2 T ] ~ B L JPuL I S Y
that assessment of social welfare should not be made with

PR 4 R L, -~ s e, -— - I . = . . P L, P =
reference to the _yl"‘udu >tion ide aione. As o inted out
4
o ] ER T K CO — . - K e i e o
b T Killick 9 it 1s dyi‘l&mlc a1 distributional
[ 3 o A 2 ey 1. = & = o £ L . - ~ 1~ o~ — 2 '
efficiency that are of. importance to the developing

o~

Fin

Killick, Tony, Policy Economics, Heinemann, London, 1881,
v, 14.



cvess.in many developing countries, Nigeria
inclusive, the condition gveguired for the
efficiency functioning of the "free" market do
not exist. These include perfect competition,
availability of correct information about and
future price and non-price variables, given
and independent consumer tastes, capital
aivisibility and absence of increasing return
to scale etc.

The non workability of the market wechanism is the

P

e

. - e aae 2 - £ N L 17 v w3 3 T = -
Todaro, M.P., Bconomics for a Developing World, Longmwan
1{\’77 — ner
18797, p. Jdo04.

- . " iy = L] - £ o JF R .
Soludo, C.3., Theoretical Basis for Structural

LI - ey o A e o 2 T 2 — LA S A ¢ [ R —
AdeStIﬂeﬂt Programin in Nigeria: Two iLternacvive

s s Ot L P s PR . 1- 100 3 - 1 L e -~
Jritigue" in Proceedings of the 1988 Annual Conference of

14 R R o PR -y £ N r7 [o¥el — oA
Nigerian Economic Society, May 3 - 7, 1388, vp. 1 - 24.






suggesting that the less developed countries should d

those key controls that they are able %o operate
efficiently. Giveun +the above arguments, one might
suggest that the focus of attention in the less
development countries should be on the determination of
the particular circumstance and sechor when and in which
reliance can be placed on market mechaniswm and also the
character of the regulation and controls desived in other
cases.
. . . - 7
Besides +the consideration above, A. Krueger ,

A v L A -— A ey e = o 3 — P 2 . 4 - o
their VJ_(“LbLthy. rioreover, increases in i1mport ma
U o I o SO B Tou oo mem de e o] oo ) Y e L3 o — P . L UG o, [ o, R [,
aoffset the intended trade balance benefits of devaluation

O S, o b o g PR - o PR Lot PRSIV FC B . —
iv 10 stro 18 eXD( rt. response is rtorthcomil 18 while the
BRI K] - LN . . PRI 3} ooy L CRD s 2 P
unification of the tariff rat in liberalisation schemes
= = e L - 2 IR L + § o~ LR, -~ P ]
W&y LnIvVo Lve CaALBILNE taritfs D7 LInPd rted C‘Ex_y_-_‘ca,. and
"l? "
Cmre P A e m —— o~ L2 Py —~ e £ LA, -
Krueger, Anne O., Interactions Between Inflation and
PO, ~, LS ) T L L i S ] JRCI . o L
Trade Rt'gluuz' Ciu,_;eCtJ. eS8 n Stabilisation P"ugram e , 1
2 an - T S e - ~ A Py ~ I, L 4 R e
Cline and Wintraub ({(eds) Economic Stabilisation in
- JNL S - LA . . — 7 P T
Develoving Countries, Washington b.C., Brooking
o 3 23 e ne 1001 —— a9
Institution, 1581, pp. 83 - 114.



To be able to take a position on these issues as far
as Nigeria adjustment programme is concerned, an
enpirical study is reguired. This therefore constitutes

2.2.2 Devaluation
No other policy in the adjustment package seems to

have had so much discussion of package effects as the
48
issue of devaluation by primary producing countries .

e S R LI & S -~ P AR+ 2N P~ - o [ -
devaluatiorn, if had real effect at all, was expansionary:
the wresulting increase in competitiveness would switch
£ ey -~ 2 - e P . | - . o~ o . 1. P,
foreign and domestic demand towards home goods, which, in

an expansion in output, thus supporting one of the aims
of adjustment programme {output and, via output,

See the works of Goldstein Morris, "Global Effects of
Fund Supvorted Programme", Finance and Development, March
1986 and Obadan, WM.I. and B.U., ekuerhare, "The
Theoretical Basgis of Structural Adjustment Programme: An
Appraisal”, Proceeding of 1288 Annual Conference of
Nigevian Economic Society, May 3 - 7, 1888.



- dinvestment mix as well as an the profitability of
exports and income competing activities of the
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Thus, to reverse ove,

there is need for adjustment and the key antidote should

Zulu, J. B., and S.M. Nsouli, "Adjustment Programme in
Africa: The Resent Experience", The IMF, Washington
D.C., 1985,

Tseng W., "The Effects of Adjustment", Finance and
Developwment, December, 1384.
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ig couched in terms of the so called Marchsll-Lerner
52
condition®. Briefly stated, this condition that the
sum of elasticities demand for a country’s export and
of its demand for imports wust be greater than unity if
53
the country is to gain from devaluation' .
Despite the seeming simple logic of the above
argument on devaluation, early doubts were voiced in the
7
development literature (A, Hirschman , Diaz -
A LR, --3 T K - _54 . 1 4 4 | ]
mlx‘:“ﬂJ-hd CO i SJ.TIEE‘-.C’ ) l:'u,;,). that StIarnc SN
literature is lucidly surmarised and extended in the
—— 1~ -~ LN i JSNE, 9 RS, § = = O e e} —_d T [ J— ) _10 T Y £
OrKsS OT n. LOoOper ana lfugman, P. and L. Tayvlor . What
11 these contributions have in common is that they point
out various channels {distributional effects,
5} A nle o 32 w7 AL o Neanl 243 oo £ A [ T . <
ATKAMGLE, DeV e, oome fnearitles oL nd_;*us tment An
. " 1 . —— -
Introduction”, Journal of Development and Change, vol.
3 7 't o} 1{'\0- -~ ﬂ70
1f, NOJI, S0, D.slo.
52
For classical discussion of the Marshall-Lerner
condition, see Kindleberger, C.P., Iinternational
Economics, Homewood, (III), Irwin, 1868, p.253.
53 .
It needs be pointed out that the Marshall-Lerner
condition is a sufficient but not a necessary condition
for balance of payments improvewent. The Elasticity
pessimism of the 1840s throws doubt on the effectiveness
of devaluation to correct a balance-of-paymnents
diseguilibrium. It is this development that led to the
formalation of the absorption approach.
54 "
Singer, H., "The Distribution of Gians between Investing
: o R : " L J— . o e
and Borrowing countries’, American Economic Review;




current account

deficits and real balance effects) via, wnich
contractionary effect on aggregate demand may reverse
the expansionary effects of expenditure switching a

Also, as earlier wnoted in chapter 1, 8. Van
.. i . .
Winjnbhergen has shown varioius ways by which

. \ X A
developed countries {LDCs ) considering the high
-~ R, - O - 1. — R < < & 3 g P - —~
dependency nature of the manufacturing industries on
3 e~ - 2 _— . T~ PRI, N 3 e - ooy 3 e -y E AN fagrad -
1mpor ted inpuits,. For examplie, in Nigeria up to 66 per
P £ 11 | T, . . 2 - - e ~ T o
cent of all the raw materials and components that local
55
LR P - - -~ = 4 Qaa - o~ * - . - 2 e oo -1 S o
industry used in 1884 were imported . Thus, giveun this
P e = POl PO . 3 e S -, < RO = 2 . ~
fact 2 devaluation would o 1LY precl sitate increase in the
-~ <+ JR o g . - : = = -3 o~ = < 3 B - o~ - o~
cost of raw materials and new capital thereby leading to
P )~ - L -~ . 3 oy -~ S - LI, — -~ 2 e
high P duction costs. This tends to iead to increase in
—— b 2y ) - ~ L -~ T L — PR, DI P [P o G, e ——
the price af locall ki proqaucedq manufactures. The
- g P, ES £~ L. — o~ e ] et 37 R EN T - —~ -
consegquent 1 11 in their demand will r:vc'nmlalJ_y lead te
~
23 . T2 P [ ey A 3 f— < e L 3 - Japeap |
declin in output and capacity utilizgation and
— g h P . e e e = 2 Sa o 2 o
retrenchment of workers in 1any firms.
Besides this onsideration, certain peculiar
— = JUN L. L L ) . P = = ey e o e o -~ ) D o- e - -
characteristics of the N_Lgcl’lrﬁ,l’ eCconomy tend to rule out
; b R S Y - - P TN -~ L PR T~ 18
MAN-HYER, Manufacturer’s Association of VNigeria, Half
b - P £ 3 T onr
Yt:&l”].y Fconomic Reviews, 1985,
7



devaluation.
Leaving aside the contractionary and stagflationary
~ L e e T . K - RIS B R N S t o e -y
effects of devaluation, its potentially confidence
. | U Pl R | 1 s e e e WR . WY - Tle & o 2 om oo ™ Sﬁ ORI
reducTion errect has heen n« Ted ., Whi Cing ., 1.P. 1oTes
that devaluation could reduce the confidence in a

in the

et
>
judl
t-f.
n

-

of the country. Leads and lag occur when a currency
weakens in the foreign exchange and it is in danger of
depreciating further.

Specifically, a lag ocours whnen exporters who are to
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of the
Foreign
©. 36 -



. 3 Y Y - T DN LI
depreciated currency. As noted by 0. Ogun’' withholding
foreign currencies in this way keeps up their value and

Lead on the other hand depicts a situation where
importers obtain the foreign currency theyv reguire
earlier than they would otherwise thereby forestaliing

the effect of depreciation. In this way, the currency is
made weaker by an accelerated demani for Tforeign
currencies.

Really, enpirical studies on  the impact of

1 exports, imports and the balance of the

payments abound ’Olayide“, 5.6., Knana, J. O, i
Ajakaive, D.O.sa eta), Olavide'’s study show that the
supplies of Nigeria's foremost agricultural exports crops
are inelastic. This by impliication means that
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erected against most primary commodities by the
industrialized countries. Also, very impovtant is the
persistent deterioration in the terms of trade of these
commodities over the years.
59
On the import side, Nnana, G.J. and Ajakaive,

PR I I = e - - P NN o d 4 P !~
\_’l_»l_nzldvz:l"J_ug the structure [oN Y ngel ia’ 8
- PR, 350 S e 3 -~ - Tm o~
yTuuuC'Llu"l, € .}_JOI’tS and 1mpurtb, the
L3 R = = O — . . — - T <F o~
confidence so far reposed on the capability of
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devaluation to stimulate the 1O th of non oil
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exports, capital infliow as sell as stem
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capital outflow and curtail imports seew to bhe
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over-optimistic. it has not had any
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signiricant J_Tﬂyu.ct on these fTiows (p. 15 J e
Prappao = - 1 - ~ ~ | R o 4 - - £ . g ~ e .
Essentially, based on the totality of the evidence
. - ~ - - PR ORI . R 4 -, £ 1. ! FJ] L E— 3 e e e
before us . e have much belief in A. Su:gu S testimo 1y
;
that:
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Singh, A., Tangania and the IMF: The Analytic of
; RS S - . S P JERN.. |
Alternative AdJ ustment Programmes , Development ana
o . trs . a3 Qo ——m A ~ A /!
Change, vol. 17, Wo. 3, 1986, pp. 425-454.
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primary commodities in most less developed countries
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commodities OW represent a significantl

decade ago. And indeed, not all programiie countries
change their exchange rvate at the same time and those
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affects assoniated with niltilateral excha g e rate
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action. At any cat ’ this fact was noted hy Goldstein
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in his. testimony that:
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still much interdependence and aggregation
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contain inflation. As noted by LAagCclL Fahretftin et

o

-~

A > = o g, U 1 3 - - = A x - - - e
Yagci, Fahrettin et al., "Structural Adjustment Lending;
. Tarm 1oz o 5~ P PR . — g g PR = £
An Evaluation of Programme Design , World Bank Staff
A — e e - T~ n K A 1.2 3 . d 1000
Worki ng FPaper, No. 7.).), Washington D.C. 1585,



ic

ot

linked with the levels of output. Conseguently, domes
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Though a s could be inferred from Keller's
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the effective worl iNng o1 expenditure I rduction DPOLICY O

inability to produce domestic substitutes. In such
civrcumstance, improved current account deficit can only
bhe effected through considerably greater monetary
restraint and contraction with potential adverse effects
on the output, emplovment and capacity utilisation in
domestic firms. This view has gained a lot

b
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among economists, these days (Crockett, A.D.) .

most appropriate aggregate target is: should it he the
central bank domestic credit, unarrow or some Dbroad
liguidity measure? While conceding the fact that broader

t0
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it ig less easilyv controlled. Yagci Fahrettin in his
view note - that evaen with the liguidity wmeasure
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Countries: Some POLICY congiderations ’ IMF Statt
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Papers, vol. 28, No.l, March 1981, pp. 54 79



Tight money policies push firms into the unorganised
money markets, drive up interest rates there and
conseguently initiates stagflationary effects.
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e imports are financed throiugh credit.

veduction pollicy has been noted. red
tends to limit futuvre outpul growth and hinders at
to shift relative sectoral capacities

fidsd
goods’ ' . Many structural rigidities are found
prevelent in the less developed counﬁries {LDCs )
constrain attempts to reduce the ocutput/absorption
rely exclusively upon costly output and inve
reduction. Among these are bottlenecks and 1Tigi
inhibiting sectoral shifts, ineffective tax syste
public sector operations which limit savings
underdeveloped capital markets and financia
limiting private savings mobilisation.

Hence, the incorporation of {inancial
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studies on adjustment programme into two. These are
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studies outside Nigeria and tho 1 nge Tia. in woae

Overseas Development Institute {CpI1 ™™ Economic
F o [P s 2 < L A D2 TN 20 -~ o mem T ¥ ?1 P ~ W
LONMiSS 10N 107 AITICA (E.LJI.-L‘ s Donaova Ty e y Gu_LtaI.l, e
72 22 3
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) Corbo . . oana M. Sanchesz ’ Mezze fa., J. o ana J. ae
—~ 1 ..23 -~ = -~ o~ —~ oy o S 3 g, | P S 1 _21 —— .
Melo as well as Petveil ’ H. and J. de Melo . In the
0 oy — = P, S . s ) N Y 2";
second Categor:) are studies Lly Ohio Clenuan, J.F ’
25 p v 1
1 ~ TE o5 oot o . % - v
Kayode, M.0", Nigeria Economic Society (NES) etc.
T e - 2 - —— . .,]9 n < Fa P, 3 A — £
Kirkpatrick and Ounis ', Economic Commission for
AL s
Africs
12{) P, | B LT TS mxren 1 R o U ( 7‘13 L.
Beiie A ana iverseas Develq opment Institute ODT ) in
> VAL . 3 . " e ocrmamr At £ e
their reviews Tound that SA 148 nad very 1nSigniildant

impact on the main target variables. Specifically, the
18 . . s o ]
OD] in & cross-country study using the ’'before and
72 " . .
Guitan, M., Fconomic Management and International
Monetary TFund Conditionality", in Adjustment and
Financing in the Developing World; IMF Staff Papers, vol.
29, No. 2, June 1982.
n
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Nigerian Economic Society {NES), Structural Adjustment
Programme (8SAP) and the Nigerian Economy'® Proceeding of
1988 Annual Confervence of Nigerian Bconomic Society, Ile
- ife, May 3 - 7, 1888.
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time, exhibiting only marginal changes in their growth
rates of real Gross Domestic Product {GDP) and

- e £ o o —~ Prapount: N § P P RS -, ..23 PR &

and M. Sanchez™”, and Mezzera, J. and J. de Melo™", went
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further to undertake SpP L rical a Laly S18 (¢ e Lmpaco Of
y L0l

. . S S . oy P U ™ -~ 3 —~ 3 -~ P = e [,

the au_yu.:‘\:meut programme . retrei and Melo’'s btuuy

package by examining the adjustment experience of nine
Argentine Tirws during 18%76-81. The data for the study
are the main results of the interviews with nine
manufacturing firms in Argentina. The interviews probed
how the changing economic conditions during 1876-81

R o - A E L 4 b . 22 = - T ot — P S T TR B,

CeTorms, ana wlicies the firms followed to A0 JUST O Thne
reforms.
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The results of the interview indicated that managers

o e g DD [ A P O - 2 o] ey U E . |
devoted incre 1S I NE time to firm financial managemendt and

E T . R S | . . PRI A 23 3~
that the managers gr zeted the reforms with considerable

skepticism. Also, the interviews reported that firms
adopted a wait - and - see attitude after the
announcement of reforms, often delaying action for
several months. In spite of this cautious attitude, it
was found that adjustment int he form of increase in
product quality, often made possible by acqguiring foreign
know-how in the blue-print for new or existing product



system. Financial groups which controlled some large
banks and had an important participation in industrial
firms found the resources to purchase additional shares.
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tradeable thereby revers
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given at the beginning of the reforms, to the expart
oriented firms.
23 . .

Mezzera and Melo examined +the impact of the
econcmic reforms between 1874 - 82 in Uruguay and the
industrial firms. For the purpose of the study i1 firms
selected non randomly were interviewed. Of the 11 firms
interviewed, 3 were subsidiaries of large foreign

were strictly family affairs. The interviews confirmed
that during 19874 - 78, the policy package that included
incentives for ezporters led to a new set of profitable
opportunities. Industrial firms rationalised their
production activities by greater specialization in fewer

provided during the reforms were perceived as credible -
a manifestation of which were seen in the strong growth
of manufacturing, and of exports in particular during the
period.

The study also reported that the anti-inflationary



reorientation of sales towards foreign markets, the
resiult of the interviews indicated that firms introduced

level of competition from abroad allows domestic firms to

establish dominant market positions and to behave
noncompetitively., Pricing to maintain market share and

ore the reforms with
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the result that Drices WeIe above largina.s COSLS,
e e e Y K S T — . CRN. R, ] T mde m o e o o o
Interviews in the three countries indicated that managers

room for biases. It is therefore



non—-random samples.

the impact of SAP on the

- 1
industrial sector by Ohiorbenuan, J.F.", he noted tha

likely to witness increased employvment.
Finally, he argued that the debt-eguity swap is
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not conducive to long term industrial development.
5
Rayode, M.O. in his own review of SAP effect on
the industrial sector found that there was significant

increase in prices of manufactured products after the
announcement of SAP. According to him, cz>numbe“ of
factors are responsible for the increase in prices, the
most significant being the proportion of off-shore
inputs. On the profitability of the industries, he found

some merits in the argument of those who said that t

industries are still wmaking huge profits ~ a situation

profits by lowering prices. Finally, he noted that the

=5
)

controls and marvket forces

{

the industry in guestion and in particular the

e . . . 73
The Nigerian Economic Society {(NES) noted the
likely positive effect of SAP as including increased

production of agricultural output, reduction of foreign
exchange wastage an increased government vrevenue.



Essentially, the Nigerian studies reviewed above

were not based on adequate and rvigorous empirical work as

they relied only on aggregate data and casual
observation. Iin addition, none of the studies has
attempted a guantitative investigation of the impact of

make a priorvi judgement on its iwpact on the industrial
sector of the econowy. Also, very important, we have
noted that the existing empirical works on the adjustment
programme are based on limited and non-random sampie
sizes. Much in the same way, the existing studies were
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NIGERTAN TNDUSTRIAL SECTOR _ANT THE

CURRENT ADJUSTMENT PROGRAMME

have been carried onm by the public sector, the

foreign-dominated subsidiaries of mualti-national
corporations and the indigenous private sector. The
public sector accounts for the major share of economic
activities. This was a result of historical perception
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nificant in terms of contribution to the

early period, public policy and private
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Industrialisation in an Open VO 3
- 1966, <Cawbridge University Press,
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metrolopolitan country - Britain served as a supplier of
78 .
manufactured goods. As noted by Uzocaga , this
unfortunate pattern of investment promoted a
specialisation based on a static scheme of cowmparative
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cowpanies only imported ‘whole hug’ their production
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Uzoaga, Okefie W., Money and Banking in Nigevria, Fourth
Dimension Publishers (FOP) Enugu, 1881, p.il.

11 . " : : '
Glukoshi, Adebayo, "The Performance of Nigerian Industry
under the Structural Adjustment Programme: A Critical
Assessment" in Glukoshi (ed) "Crisis and Adjustment in
he Nigerian Economy," JAD Publishers Ltd., Lagos, 188i.
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way, as noted by Bangura , the companies were not onl:
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usuaf, ‘Structural Adjustment ani De-

, 1887, pp.2-5.



inevitable for government fto introduce stricht aconowic
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industries and to ensure that the private sector

- o~ S - Toe on R N L o e e IR, S, s = PP,
relative to the EEI10ONS 1IN the 1370s under the milites v
ST - O, . - e 4 . R . U T
rule. And seguel to the creation of wmore states which
oy s S S A . 3 T oo o - 1. . F o o
P bJ.PJ.b':tt:‘u cnanges 1un the .“y:tem ot J&dt‘ld,_i_ revemnue



— 2 [ . e ] - - - R -, S - P ~ 4 o
participatin directly in industry through state
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and 19278 alone, total Federal goverinment

0il industry accounting for the larges share of N1,321.1
. . 8D . . : . . .
million . This when considered along with indirect
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Bank for Commerce and Ji’\ud._tI“v as ell as the state ievel
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investment corporations demonstrate +the dominance of

However, in spite of the increased government dirvect
— s R N Ao [ - | - ame S wew P SN <. I T,
_l_.l?tl"t]f.!.yctt.l.ull in INAUSTITY , the P edominance of f Grelgners

in industrial activities in the country was evident,.

This , of course, led to the promulgation of the
V81

indigenisation decree in 1972 {amended in 1877;"". In

For details of the ownership structure of Nigerian Banks
as at December 195 ne may consult the Research nd

Forest, Tom, Recent Development in Nigeirian
Industrialisation, in Martin Fransman {(ed) Industry and
Accumulation in Africa, Heinemann London, 1382, p. 32%.
For details of this indigenisaftion decree one way consult
Federal Military Government Official Gazette, voi. 61,
No.13, 268th March 1974, NEPD (Amendement No.2, Decree
18745 .



the ownership, coutrol and management of certain
enterprises so as to maximize local retention of profits,
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absentee control of th nation’s industrial s
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certain types of businesses such as entertai
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media activities ., BA rments, brick and bread while soae
o o~ wze 12 S PR Y T < P Ty = o - = PR,
others could be Jjointly owned by boeth Higerians and

32
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roreigners 1In the atio 40 to GO equity shares .
89
Essentially, as noted by Forest , a significant
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were reserved for foreign ownership, though there were
exceptions. These exceptions could be found in +the
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enterprises reserved exclusively for Nigerians. Schedul
- 3 3 B S 5 P 3 - AAY — e - S
T i ived te 8 it at ast 60 per cent
= : 1 R T .. T PR - |
Nig i 1 schedul 111 contained
4 10 —— e ~ 2 AR oy
nt 4u per cent Nigerian
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various industrial development policies, guideline and

strategies enshrined. in the various hudget speeches and
development plans, the first industrial policy in Nigeria
was launched in 19880, The policy cleavly articulated
government UNEASLTNIESS OVET the DOOT state of

industries in the country had to re

ot
~3
o

e waximisation of value-added through (a)

utilisation of local resources (b)) agro-based

: - o \ b R TR {4 Tm = S

innustries {c) lingages Lol backwaird
LA ey L. { . " = o e ey P Iy — f o0
integration le) manpower development v

2. Research and development;

3. Employment generation;

4. Steady growth of technological and material
self reliance;

5. Promotion of export-oriented industries, and;

Sanusi, J. G., Reflections on the indigenisation exercise
{mimeo) Lagos, 19878.
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G, Industrial dispversal’ .
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in addition to the previous package of incentives

3.4 Analysis of the Performance of the Industrial
Sector Before 3AF

There are various measures of industry’'s

periformance. These include the value-~added, the level of

empilLoyment generated and the percentage of used inputs

generate locally, among others. in terms of

PR E Qrn - A ony R R Qan . o -~ N A
rent in 1960 to 5.4 per cent in 1883 (._c«-: table -J.l). A
e = b ~ o~ 1 U o PG A S RO |
critical look at manufacturi 1€ sector ' s to
.
PR N Fakats) { - P R . | L. S W I 4 | P ~ o .
the GDP {as obtained im table 3.1) shows a rwvathe
= LR U « g — g - PO J— P Ty 1. Ll JE S
insignifticant ¢ ffects when compare to the 20 to 40
3
Federal Ministry of
T 2 - s | B e e
pOlJC‘y and Stj_ctf..ttg.y.
Printers Nigeria Litd.




trend of growth in the manufacturing

table 3.3. The smaller figure for 1987 - 72 can be
explained in terms of the Nigerian civil war which
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enterprises showed No remar able contribution rather Oniiy
1oy - & P RN, DO T | DR S SR e i it
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Establishment, Value-added and Employment Structure in Nigeria manufacturing
. Group 1965, 70 75 and 83

74

Table 3.4

1965 1970
Industry
Establishment Value-added Employment Establishment Value-added. Employment
Group -
Total| As a Total| As a |Total |As a |[Total As a |Total [As a |Total| As a
No % of N % of No % of No % of N % of No % of
Total m Total | Employ ! labo Total m Total |Emplo| Labo
ed ur yed ur
force force
Consumer 411 53 105.5 56.4 [116649| 0.2 413 60 261 66 92394 | 0.35
goods
Interme-
diate
good 326 42 46 26.6 35867| 0.1 252 37 126 32 34335} 0.13
Capital
goods 39 5 21 17 2155; 0.06 23 3 7.24 2 2393] 0.0




75

Table 3.4 (Contd.)
1975 1983
Industry : ‘
Establishment value-added -Employment Establishment Value-added Employment
Group :
Total| As a Total| As a |Total |As.a |Total As a |[Total |As a |Total |As a
No % of N % of No % of No % of N % of - No % of
Total n Total | Employ!|labo Total m Total |Employ | Labo
ed ur ed ur
force : " |orce
Consumer
goods 847 66 776 65 173639 0.59( 1417 67.09 12947 56.41157742]0.52
Interme-
diate
goods 406 31 339 28.6 32835 0.11 631 29.88 {1389 26.6|48535 |0.16"
Capital
goods 37 3 70 5.9 37769 0.13 69 3.03 888 17.0{27301 |0.09
Source: See Fabayo, A., Two Decades of Import Substitution Industrialisation in

Nigeria - Stocktaing, the Social Review, vo.

FOS, Annual Abstract of Statistics, various Years.
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79
Table 3.6

Registered Unemployment and Vacancies
(Lower Grade Workers)

1982 1983 1984 %Change Between
1 2 3 1&2 2&3
1. Total
Registration 106,496 112,588 120,945 5.7 7.4
a. 0ld Registration 15,688 25,131 30,670 60.2 22,0
b. Fresh
Registration 59,259 55,339 50,108 -6.6 -9.5
c.Re-Registration 31,549 32,118 40,167 1.8 25.1
2. Vacancies 19,943 18,310 14,612 -8.2 -20.2
Declare
3. Placements 8,276 - 7,394 3,865 -10.7 -47.7
4. Ratio of
Registered Job
Seekers to Job
Openings. 1:5 1:6 1:8
5. Placement as a
Proportion of
Registere Unemployed 7:8 6:6 3:2
Source: Federal Ministry of Labour, Employment

and Productivity, Laygos.
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insignificant as shown

the years {see tablie 3.5). In fact, it has suffered

(] r7 LA, I P —y B - N o —~— o~ 1. —~ o e 2 g
433,518 in 1883 & a vesult of vetrenchment. This was
4+ 1~ <7 —~ - .. 2 o e P PN ad ] o g Fg. 4
the wild economic TeCess8ion oL 1978 nicn
1 e PRI SR | : .+ o o m e . aon 1
became intensified since the last g rver O 1Lvolu. The

e ot Tonigin A Aol 2 T o cotien ey t e wmrimnles e
the data shown in table 3.0 bel oW, wrnere Toe numoer vkl
- o~ | T -1 < ~3 e 3 e Y T oo o ~ - P
registered unemployed &among Lne iLower radae NOTRKers
[
[ P, B o N | ~ /4 o 2 TOOO —~ 11 = £ PN | (o3 A 3 -
inc ased IrIroi Ou,dgu in 1882 to _L.L2,588 ana ]4.0,94.0 i

1TQaOnN < S - q .- Te o — ey o = oy - — Lrs —
1983 and 1384 t‘esper’tlvely . These 'l"ey]?l:tb‘ttut-cd 5.7 Der
. T = gen o oo A [o No] — 1 aQn PORUSP. | 7 A o, = o

> it Cl ang from 1882 to 1883 and 7.4 per cent C‘hcx,ngt:‘
A - DN IR, | -1 o/ e P 2 PRGN <) LA - Y P
between 1983 1l 1884, The ratio of job seekers to job-



4 .0 L 100 T - o, 2 . 2 1~ - | P, —~ —~ Fag —
i:8 in 1984. The same situation have been recorded forn

.. b L U — —~ - [ - T e = £ o~ 3 o~
the higher grade workers., The rate of graduate

unemployment in Nigeria.
The insignificant proportion of industrial
employment in the total labour force in Nigeria has its

high ratio of the price of labour relative to that of
capital thereby discouraging the use of labour. Others

luence of government policies such as low
1

o, o — [ S > men oy 3 e =+ e -~ 10
3.3, The of manufacturing production between 1570-
oS Lrd . T~ = = L O - Progr P, L oo r e e o 1~
1883 ith 1872 as the bhase increased on the average DY
R o -~ < [ o = 2 — P—— P . o~ - 3 R
1806 e cent. Siguniticant increases were recorded in the



production of such items as soft drinks, paints allied
products, sovap and detergents. However, increased index
of manufacturing production should not veil an important
issue namely., that import substitution bhrought in its
wake a rTise in the importation of raw wmaterials,
e s Ty 50T 3 T T Sy g T e -5 —--~d ArCETOr T oo e
macninery, eguipne 1t, spare parts an acceggsories (see
table 3.7).
Tabie 3.7
inmports by Major Groups % Selected Years
1860 1865 1970 1974 1980 1984 1885
Total Consumer
Goods 61.0 45 26.3 28.2 3.6 37.0 22.%
Capital Goods/
Raw Materials 35 55 8.7 70.2 60.3 6i.5 76.3
Capital 22 31 37.7 37.2 36.5 22.2 34.8
Raw Material 17 24 31 33 26.8 25%.7 41.3
Miscellaneous - - 3.5 6.6 0.1 i.1 1.6
sSource Central Bank of Nigeria Annual Reports and
Statement of Account {Various Issues).

00
-t



materials and capital good in total imports has
consistently been on the increase since 18960, 'It
increased from 39 per cent in 1860 to 76.23 per cents in
1885, The increased share of raw material and capital
goods shows the high dependency mnature of Nigerian

titution strategy in *the

development of local technology has been minimal. The

imported technology of manufacturing firms has failed to

upliift and transform the domestic technology. AS
et kT < i T Tm T OB
SUCC LTS bly DULT Oy c\.b'a,yu .
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ne industrial sector was ADrLe Lo o survive

L o e = 1 —— - [ < — o - 33 i o~ 3 —
e of general low performance and distortions

becatise of huge revenue formwm o0il. However, this was not

N 5 N QUL - 2 -— ~ T LANNURp, B = T 1. . -— . £L
The immediate impact on the industry was the ¢ -hay:e aY

inputs, particularly spare parts and raw materials. The
few industries that survived, produced at low capacity

came under considerable strain and wmany workers were
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As a rvesult of the widespread collapse of factories
and also because of the shortage of foreign exchange
whnich made it difficult to import various items, an acute
shortage of the consumer goods developed in Niger]
especially since 1883. The net effect of this is high

g >
8.9 per cent in 1982 to 30.8 pevcent in 1885 {see table
3.85. uite clearly, the country’s economy was in
serious problems and the industrial sector in parvticular
was bedeviled with distortions and c<rises which
necessitated an adjustment

For origins, ] ing
mech C Nigeria’'’s external debt, see Akinlo,
E.A. "Nigeria’s Debt, Structural Adjustment and Growth",
National - Conference on Debt, Financial and Economic
Stability and Public Policy, Bendel State university
' Ekpoma, Nigeria, 19881.
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3.5 The Nigerian Adjustment Programme July
1386-1988
The Wigeria’'s adjustment programme 1is a recovery
programme designed in July 18586 to eliminate the various
distortions and crises that enguifed the economy and the
industrial sector in particular.
3.5.1 Objecti"és of Nigeria's Structural
Adjustment Proramme {(SAP)
As officially spelt out by the government, the
obhjective of structural adjustment pWﬁgraﬁme include:
i to restructure and diversify the productive
base of +the economy in order to reduce
dependence on the oil sector and on importis;
ii. to achieve fiscal and balance of payments
viability over the period;
iidi. to lav the  basis for sustainable noo-
!
inflationary or minimal inflationary growth;
and
iv. to reduce the dominance of unproductive
investments in the public sector, improve that
sectors’s efficiency and enhance the growth
votential of the private sector
And with respect to the industrial sector, the
objectives of structural adjustment programme are as
follows:
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Areas Final Intermediate Policy Instrumencs
Objectives
increase the Increase the Limit Central Bank
private share of credit to the public
sector private sector to avoicd
participation investment crowding out.
in the Encourage the
economy availability of medium
term credit +to
prospective investors.
Elimination of
subsides to inculcate
the idea of self-
sustained and self-
reliant development in
enterprices.
Management of
Commerciallzed
enterprises in order
to become more cost
cornscious in thier
operationg than
before.
ffficiency Tnerease Reduce Liberalize trade,
efficiency protection financial market and
in production on domestic prices. Limit the
and investment sales. Ensure scope and extent of
both i public efficiency in of selective credit.
and private &CONomic Simplify adminstra-
sectors. mangement . tion and procedure
through civil servic
™ —



4

-t
d

Y]

=

~h Cl

j
g}

ct

?

L

i
4

=te

o

lmnd

Iintermediate Policy JInstruments
Reduce Let the prices adjust
subsidies to the trend value of
and controls. worlid prices by
Rely on market windning up the
forces. comnodity boards.
improved Gradually eliminating
agricultural fertilizers subsidies.
logyv. Removal of rest tion
O exXports.
Improvement med iwm
term plann and
research capabilities.
BEstabilishment of
Directorate of Food,
Roads and rural
infTrastructure.
Introduction of more
incentives Abolition
of import duties on
some agriculitural
inputs.
Improve Reforn introduce higher taxes
performan industrial on luxury goods to
of indust incentives to discourage non-
through increase essentlal consunption
increased enhance access to
growth. for exchange by
Enhance local the industrialists
sourcing of through SFEM now IFEM.
materials. Amendment of the
En irTage more Nigeria Enterprises
efficient use promotion Decree 1877
of capital and to encourage more
greater regional foreign pavticipation.
dispersion privitisation and or
commercialisation of
some government
parastatal
Introducti
draw-back -
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rate, various
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f successful
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approach due to its , the
unsatisfactory performance of the marginal rate in
fostering competence and professionalism in bidding
prompted 1its Feplacemejﬁ by‘the Pricing
System on April 2nd, 1887. Soon after the adoption of
the bi-wonthly bidding session, specifically 2nd july,
1887, the first and second tier rate converged thus
metarmophosing into Foreign Exchange Market (FEM).
However, in an attempt to address the problems
associated with FEM the system was re-organised. Both
the auction and the autonomous segments of the market
were merged resulting in the new system of Interbank
Foreign mxchange Market {IFEH}: Under the systewm, the
rate of exchange was determined on a daily basis in an
interbank systew under the supervision of the Central
Bank of Nig . And in an to the need




e funding of IFEM under the
1

villion was supplied to the market wt

b 7 2 T IRCRN K et gt v A Pt e me v s 1
of $8.7 biilion. This short su PLY O IOTrelgn excnange

sector, the value of Naira has depreciated continuously

D

<>

Omoruyi, S.B., ‘A review of the Structural Adjustment

Programme the Foreign Exchange Market and Trade Polici

in Nigeria CBN, Econowic and Financial Review, vol. 25,
1
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This provides higher degree of protection for local
industries. The number of excisable products were
reduced from 412 to 182 and a harmonised commodity coding
system operationalized. Import duties on battery parts,
cold and hot rollied sheets for metal packaging were
reduced from 45 per cent to 25 per cent and 10 per cent
fespé?tively. However, duties on syringes/needlies and
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were established to insure exporters Trom political and
other vTisks. There were also Bxport Development and
Export Expansion Funds. !
3.6.3 Fiscal and Mometary Policies

Fiscal and Monetary policies form another key
features of the Nigeira's structural adjustuent
programme. 1ts introduction midway in 1986 precivitated

1. - <, o —— A 2 9 - B9 - 5+ JNCRR

the rveview and rvationalisation of the existing fiscal
81

. - —~ g oy 1. wr St T L P _— [ T~ i e e 4 -
measiures with & View [ damye 111g the e \_qu.t.,t:d
AN b S o ma o mm e P - 3 s g = ~ » T TITONE ml. .. —— e
inflationa "V o1l Jguences o1 SFEM now foM.,. L] 30 er
e 1 —— e = OGP, - ) - R, L T~ NI SR A <
cent import levy was abolished and J.upcnf’t P ohibition
T3 o+ P P D | £ -~ A + .. 1o T S et o 2 — ey ~ e o~ P
L1187 Teduced Irom i4 TO 106, wikewise, 1mporit a 1id excise

hese measures see CBN, Annual Report and
e}
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were to adjust upwards accordingly. The banks and their

customers were authorized to negotiate deposit and

e . e s o E -~ 2 en P Q0
Further measures incorporated it August 1887
2 N — P | - ~ T 1 P I —~ 3 4 R JUNEIUE S L
includes removal of all controls on interest rate in
T 1 4T LIS S M . S IR SIS EI. [FRS TR
1ine wWIitn Lne POiaos80pDay of dereguiLaction ir the

the minimum rediscount ratio for commercial banks was

fixed at 15 per *eﬁég. The minimum liguidity ration

for commercial bank was raised from 25 to 30 per cent.
One important feature of monetary policies under the

S R P, SR, [ I o P B R -~ O T - I
review aevending (e X} Lile aynamics o1l Tae economy .
RS SN PR T, g e S < o o4 1
Monetes Ty DOLLCLES too a restrictive StTance atv, Lne

E A oy e e . . s - = ey oo o~ o~ P R ) e 2 1 o

incepiion o SAP but were relaxed =i ]ght N in 1588
£ o~ o T B R 2 = -3 1 s S
following the lov tated by the

Falae, Olu, 'Two Years of Structural Adjustment Programme
in Nigevria: Achievements Problems and prospects’, Paper
Presented at the International Symposium on Development
Strategies for Third World Countries in Beijing China,
April 18-21, 1989,



and merchant banks revised to 12.5 per cent in 1988 as

of aed from 30 per cent
in

r
3.6.4 Agricultural ang Rural Development

s T - T g SR
to ¢ Den up the 1ur al areas and to work in concert with
4 Y~ 7 - 1 T o 1 A = 2 < X S, 1 TN o oy o e e kel o~ - 4 ATy

the World Ban Agricultural Develc pument rrojecus (HUF‘J)



2 = o Lo P e e =i~ 11 .
invest funds and Tl“lctﬂi:tgt:mcut skill in ©

S e en O T P R S T - — oy e = ~7 P 3 4 — e 4 =7 -~ 1
Some goverume 1t companies involved in direct a.E,TJACU_LtuT'd,_L
— - - = e -~ = L — - P A S - = - e T 3 2 3

production e.g. Nigerian Daries Limited, Madara Limited,

U R 1 |
O eCOonomic 510»\7th ana

development and the need +to correct the structural
L1
weaknesses of the manufacturing industries , new

—y TSy oS ~ = 3 2 oy e~ ey <4 R . R P < —
Teduci 18 the anti-eas IJU_Lt bias (&l the trade regime.
Reforms in this ares - ed PR R trallv oF THheTeAas N
L OTE Y LOLE ATesa 1oclused DTYINCLPaLLy 0O LDCTeasing

. . . e A spmanm ot g m i maT R R .

incentive wmeasures and wore rvigorous analysis  of
1o = 4 s — -, o~ L [~ - LT = o o 2 A= Tl - —-— R

eligibility for incentive. The WNigerian Enterprises



Promotion Tecree 1877 was amended with Turther innovation
. 35
in the new investment dispensation’ .

Moreover, repatriation of capital and dividend is
made zasier through Jjwproved and less cumbersome
procedures. Also, a new Industrial Developwent
Coordination Committee {IDCC) is established to serve as

U . - S P P ¥y 2 o PR+ R 3 ~ 2 P
step agency for the establishment of new industries.

Under this decree responses to application submitted to

IDCC wust be wade within 30 days . Other policy wmeasure
is the privatisation and or commercialisatioun policy and

Finally, in the spivit of SAP and with respect to
manufacturing, the new industrial policy was launched in

188%. This is briefly discussed in the next Subsection.

with all Nigerian enterprises classified under scheduled
For details of this amendwent and other innovation in the
new investment dispensation, one may consult Federal
Republic of Nigeria, Structural Adjustment Programme for
Nigeria, July 1986 - June 1688: Government Printer.
Lagos.



are those reserved exclusively for Nigerians but which

veigners are allowed to invest in with a minimum o

markxet forces as against tariff protection and other
restrictions in the economy. Likewise, it advocated
export promotion in place of import substitution as a way
of diversifying the sources of foreign exchange earnings
which had hitherto been restricted to c¢rvude oil.
Finally, the implementation of the above policies are
expected to take place within a new culiture of

106



CH FOUR
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The methodology of the research is discussed in this
chapter with reference to the framework of the study,
research instruments, coverage and sampling procedure,
data collection and analytical technigue.

4.1 Framework of Study

The study focuses on economic devel nt through

removal of distortions and imbalances in the domestic

U o ¥ o B o~ P, [ LR L - —~ — ~ e T . PR — & e o
efficient resource use in the econowy. The two competing
E - 3 4 . —— P, | ~ U - D
theories in this rEgard are those of the
o — 7 e — - 1 JE— PR | . -3 1. =
classical/ neoclassical an d t he
) a7
Pp—— . . o - < - 2 . 2 e e T~ - 0
kKeynesian/structuralists” . As mentioned in chapter N

R O - e Y . S g o 2 T T U . R

ASSUMPTIONS O35 Der)d ect competitio 1, smooth onvexiti Sy
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§ elasticities and frictionless price and
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TP B P —~ el 2 o~ - - £y 4+ 1, L~ . = 2 em e £ 1~ o~
exXcinange rate which esmanates frowm the free sing of the
A m D o T o im e SR e O T i T s ey :-‘1...-.,..-...-4__',-. 3
SrRCNANEe TAate. gxcegsgive governent intervencion causes
P S | . 2 . - Praenap | . o £ 1o oy e, i~ o [N S T o 3 T I~
productivity and thus threatéens further growth.

2 - P ) I~ M e LA LN B e —, 3w s
1T TemOVvVing the distortions anda imbalances in the
s al

domestic SCONOmY . This kevnesian-structuralist
ORI - 2 [ ~ L ———— ¥ « QPR 1. o RS o
of liberalisation derived from the negation of
— R = P, 2 e DL 3 P N - =t~ £ - -
the basic aASSUMDTLONS highlightea bove rTor the

o ~ = 2o o~ o~ i e B 1~ -~ P T 1 P- ey, Wy o~ e s —~ 7 —~ A
excessive openness ot the economy which on the real side

-~ . - o, ~ 17 S oy B LA S e o~ PR T
led 1o current account aiseguilsl brium ana on the




bolster investment and output. Looking at it from this
perspective, adjustment DTrOgTrAallie would Seern to
precipitate increased industrial prices, reduction in
output and employment level. The same applies to

reason for choosing one approach in preference to the
36 i
other’ . However, we recognize +the {fact that high

iy b —~ e e - 4 T -~
SemnpiLoyment race, LoOow

price level among domestic firms especially in a highly

dependent economy. This, of course, is a possibility
that needs to be examined in our study. And of course,
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guestionnaire to obtain the wnecessary information and
data from rvrespondents. Specifically, the information
98 . . . . .
This is particularly true when one realizes that the
origins of the Nigerian economic crisis is both external
» . K ) . ""\~l : - s . 2 e Y L
and internal. See skinlo, BE.A. "Origins of the Nigerian
. . . ) < . [1] o -
Economics Crisis: Review of Recent Studies", Ife Journal
of History, 0.A.U., Ile-Ife {forthcoming).
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ught in this guestionnaire, can be categorised into
types:
Information pertaining to how the changing economic

f firms. In particular, how the f{firms
respond to the various shocks introduced by

4]
Lal
@
1
C

justment - oproduction strategy, warketing,
piricing, financial and labour adjustment.

nformation relating to the nature and extent of

industries for the purpose of determining the
purp =4

. [ DU SO X T i O e A s g8 S T M.
extent to which the adjustment programime <Cchnanged

o~ - < Lo - ) . [ . 3 e e 2 0% 4= T b - ——y
the structure of the wmasy ktff- i WnNicn the i idustr v
e om ey o~ . | g PP S ) s ¥ o S -} 3 2 .
op rated anda whneuoner Li1is aftected Pricing



A copy of this questionnaire is reproduced in
full Appendix I.
4.3 Coverage and Sampling Procedurse
The study focused on the manufacturing industries in
Nigeria. For the purpose of data collection we divided

-~ R R 3 b B . _ 1 T ey . -
three TegLonarL UDLOCKS namesy Western e 1LOn, Bastern
P . B X U I N o Y S P T L T T .
TELION aidd NOi thern = eg 100, Constrainea v time and

Therefore, in each region we picked the town with the
87

highest industrial concentration’ . Based on the

information obtained from Federal Office of Statistics

{FOS) and Manufacturers Association of Nigeria (MAN), we

o L [ b o i oo O T . . o s LI T oo e os
Northern regions respectively as these three cities hav

1~ .. h) - P, . R g LINGR, [P B S . - .y P ml. .
the LFJ’ngt nuinbenr 1L LIS TINies in each zZone., L e
—~ = 2 P 4] =z pop - . - . 4 .. - 4 3 . —~ PR ——
extension of the survey areas t0 these three =zones

o L2 o~ .- - p— - Py — o = - = S s o om e 1 o U
ol COUTSa, a, ftu.l“iy g,Oud representative SampilLe a1
FURPENINN o . 3w = 2 . -1 cm P I~ o S, -3 s e PO mil. 2
manifachtiuring industries located in the country. This

L8 = Number Bopvloved in Manufacturing in a Town
Number Buployed in Manufacturing in Wigeria
Town Population
Population of Wigeria
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m- 1717 - 4 -1
L et 4. L
industrial Classification by Cutput
L o YU, SO
r Ll ern’
Product I.5.1. Product
Dairy products 3213 Knitting mills
Oils and fats 3215 Cordage Rope and Twine
3218 Textile n.e.c.
Grain mill products 3233 Leather Products
Bakery vproducts 3311,3312 Sawmill, Planning
mills etc, wooden and
Sugar Confectionary cane contalners.
Animal Feeds 3318 Wood Products n.e.c.
Malt liguiors and
Malt 3420 Printing and
Publishing
Canned fruits &
Juice, soft drinks 3511 Basic Industrial
Chemical,
t —- 2 & e oy o= ~
! 3;)12 Fertiilizsers cud
Pesticides
Food products
n.e.c 3521 Paints, Vanishes and
Cacaguers
1 " "
" PR T oy - —~
3529 Chemical Products
n.e.c
Spinning Weaving
etc/ 3540 Petroleum Coal
Products
Made-up textiles
excluding apparels 355¢ Rubber Products n.e.c
Carpets ana Rugs 3620 Glass and Glass
Products
Tanneries 3681 Structural Clay
Products
Footwear 3682 Cement line and Plaster
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Table 4.1 (Contd.)

Consumer

I.S.I.C Product I.S.I.C
3320 Furniture etc.

Non-metal 3699
3412 Containers and

boxes of paperboard

3419 Paper and Paperboard
articles n.e.c

3522 Drugs and Medicines

3523 Soap, detergents,
cosmetics, toilet goods.

3551 Tyres and tukes ‘

3560 Plastic Products

3610 Pottery China and

earthern ware

3220 Wearing apparels

Producer

Produét

Non-metallic mineral
products n.e.cC



manufacturing industries were rvandowly picked frow the
selected city for each zone. The list of manufacturing
industries for each ity was obtained frowm their

Mo s e T T et o = S NI T 2 o~ R S W= S N, 2 Y
manutractu iNg 3 idustries were listed for the thr > cities
Lagos, ®ano and Aba. 337 of these industries were
classified under producer good industry. Lagos has 312

with 133 and 178 producer and consumer good industries
respectively. Kano has 248 manufacturing industries with

respectively while Aba has 235 with 97 and 138 producer
and consumer good industries respectively.
With respect to the method of enguiry, the interview

vrestricted to the two classifications made above.
A P Sy -~ 1 =S
4.4 Data ’}Ul_LE‘Ct,L& 1
. . K I e PR - T ez e
The data collection exercise took place between
i — JE - —~ N O . - PRI i S R A - D I
January and Mavch 1882. A reasonable number of the



.
- - UL J. -
1€ responaents. T

of the managers interviewed to know the impact of the new
programme was also an important reason for their
cooperation. Many of those interviewed showed their

N ST S P O Ll mmmim] @] Elaame e 3 s o S R
LNAausTries out o©of the sampled three hundred and six 7
a <, P o u = 3 e 25 TRT G ST ~ I g = e oAy
\-.)GG) weie SUCL‘{:‘SSfu]_].Y interviewed. This gave an
P T i o — L n B en ey ~ iy 1 a - o~ 10
achievement. TAaLe O 93 e cent. 173 01 e 180

4 S Z N S SR o I | oy .., [a) PR, B -
151 representing 84 per cent of the 180 pTI ducer g0 v}
LENUR, D, NI R, BRI, | PR - . 3 U P S, |
industries s anpbied were Sl]CCt“S,_.llllly interviewed.

A S T L ans T LR, PR, o= 1t 2 1 . * -
4.5 Model Formulation and Analytical Technigues

Ly ~ P R LT oY, ey T <rm [ - O TS g P TR U} o

for some industrial variables namely emplo gient, capacity
T =73 3 = - 3 - =g P4 1 P T 2 2 o 3 [—— . P |
utilisation, industrial QUTPUT, industrial Drices AT
production cost. However, our guantitative analysis was



ramme affect the industrial sector.

m\j.‘ P AL 2N (1\
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CAPUJ = CAPUj (r3j, GM3, Lsj, Fed, AFF) v« v v oo (5)

Princing Eguation

Pj = Pj (FC3, ©3, Wi, Vi) e e e e e e {6)
Egquation (1)} relates profitability (PCMj) to the

nominal interest rate {vj), output measured as value-

S mmaas 3 -1 PR 1 2 - % Y e T - ! 5 - [ Y
irmJj, 10Ca.L SOUrCILE varliaoie \L.:-J), uhaugcs

nominal interest rate {(rj) and accessibility to foreiegn
exchange {(AFj).

Equation (3) relates employment {(EMJ) to wages (Wj),
nominal interest rate {(rj), local sourcing wvariable

accessibility to foreign exchange {(AFj) and profitability
{PcMj). Eauation (4) related production cost (Pcj) to

changes in prices of output relative to input prices
{GMj) and local sourcing variable {L3Sj). Egation {5)
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measiure of foreign competition (FCj) and accessibility to
. P N foaTe 2 --h . o~ LI, adh) . PR B
fore 1EN eXcaange (AFJ ) . ud._tly 3 t:'g_uat_l_u 1 (G relates

 y . . . .
{Fcjj, nominal interest rate (rj), wages (Wj) and ocutput
/37 2
LI

wmodel (R) 1870-85 and completed model (C)

1870-9%0 and the wodified complete wodel (MC) which

incorporated & dummv variable +to account for the
adjustment programmne since 198§, The objective is to
test for structural shift in the industrial sector
occasioned by the introduction of the Structural
Adjustment Programme in 1888, the existing trend from

0 to 12885 is compared with the trend in the period

F = {Uy - U. U, /1
({IU,)/ﬁl—K ‘
1 -1




[
fta]
x
~
@
ol
]
T
u
]
ol
=
®
fnd
4]
-
]
ot
=
D
3
M
4]
it
3
’_J -
0
A—f-
@
jol

k = number of independent variables in either
©
model.
n = sample size of the complete model.
1y = sampie size of the restricted model
ny = nuiber of omitted observations in the
restricted models ﬁ% = n - nl)
The Eguations:
Industrial Output Eguation
YN = ¥y {Em, ER, R, Ls, TIME) . . . o {7
) )
Industrial Price Eguation
P, = P, {W, RP.. ®, ER, F. ) . . . .. (8)
t t 1, ¢ ! t-1-
Employment Eguation
Em = Bm (W, Yy, B, ER, Ls) .. - e e {8
Capacity Htilisation Equation
U =0 RP., R, FE3V, Ls, P.) . ‘e .o e (10D
int, T r Ei gy
Production Cost BEguation
Pc = Pc (W, B, ER, Rme) . - . oo {11
The eguations specified in this aspect of our study
considered the key industrisl variables namely industrial



constituted the major instruments in the adjustment

Eguation 7 relates industrial output (Y,) to

RN, S e e { A - -0 . ol D N % Wi e S
industrial wages (W), cost of Credit {R), exchange rate
T A -~ - Lrm T e o B . T puipi S DD A
{ER) s & id relative price oI intermediate i 1PATE (n'riﬁﬁ Joe



intermediate imports:
Tam A~ - g +hh~ o0 o~ 2 rm mee - [ . — Y
in daeriving the effective t:LC-ha'lgc rate and price
P g LI Sy - ~ ey o P i SR | o P e o ~ 1
incvermediatce imports we followed COe approacn

. e 1- -~ . LS — PR 3 o e ~— A — e wey e -
Assuming we have n countries as our major trading partners
™ = h P - — [ 1 P 1 . 2 . — o, 3 1~

Di is the trade wc‘j_g“ut vith the ith cou lt]_"y (_vt'J_gu’L b

effective exchange rate of the jth country (BERJj) is given
n : .
™o T — 2 — ™ = 4 2 nJ) [l “V“' . . k]
B = ZJ - 5] D& = \DJ - D Ly i, M = 0 T 1,
JFi (1 = M) (M =z 1)
where B! = (Bl’ va oGy ..,Bi): B, are the trade
AY
{1 % M)
weights with zero in the jth position;
Z, = {zl, Zg . .zm}

D = (0, +..1,...0): Country Dummy; (1 x M) with

Y

on. If the jth

j=le

zeroes in n places and i1 in the jth posit

country pegs to the kth country, then,
n
'hR.: = - - — LS = — , 7 ,xo:_
nn,) Ak .C BJLJ.L \ Dk B‘]) ._.ll’ i
39 e . .. .

. Jimoh, Avodele, "The Role of Economic Policies in
Management of the Nigeria Balance of Faym
Diseguilibrium" An Unpublished Ph.D Thesis Faculty
Social Sciences, Obafemi Awolowo University, Ile-~If
1888. '
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I\l.uu’lli’lml iNiterest raves LT 18 1impossliole to use the
a1 | . . t e . . P . | SIS 1 I
=N DA racte since = are concerneda vith CTOSS

sectional data. Therefore, we measured our nominal
interest rate by the ratio of total financial costs over
total debts. This is based on the reasoning that unless
an industry is self- financed its mnet earnings flow are

S T o Lo &t b o PR T A n r I
inTluenced by interest rate flunctuations. But from our
1. g B, [ . o) 1 .. .y o o\ A [ [N, U —— EagiLy P PR

Knowliedge of the economy, most industries finance theirx

o o £ 3 3 1 — [ ) T = i e 3 P Al b [ 4 L, o i b
Le8s TilanclialL SaTnings. The wovement of the financial
—~ - i . 1~ ey e ey ew g 1. -, 2 oea i - — o
costs reflects the movement of the interest rate and

RN DL S U SO - U S 1 — = < 2 T T P I U
constitites &yl 1mporcantc 3 )l 1Cy i1 Cre rul,_;u: CIeTLT
T W T .o . R U S L
programme tThere is the need to incorporate it in our




proxy woiuld have to be constructed. A proxy that rveadily
comes to mind is the gross margin (GM). This is the
changes in the prices of output relative to input prices.
It was measured by the ratio of gross earnings to sales.
Gross margin is closely influenced by exchange rate and
ite movement vividly shows the trend of exchange rate and
credit policies that affect these variables. As such, it
is au approximate of exchange rate shock.
Foreign Competition

A .core element of the adjustment programme is the
liberalisation of the trade sector. Liberaiisation of

the various sectors is expected to lead to more efficient

—y o ——— £ L P Py e 2 L - - . - -~ | A [E U PR
Proxy ror it. Foreign competition was measured b cne
— S UL L L . -~ LA, - - o =
ratio of imports to industry outwvut.

~ e~ 3 S [ A . “£0 4 Py - h P -
Accessibility to foreisgn Exchange

. : . R B N I e S T, R
i our discussion of structural ‘c\.uJUt\tmtﬂn'{,- nrogramme
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this consideratio 1, e marKeT is
mme e ed vt s s e e N P,
PpPresumed YOUui1a ennance O ToTrelign

b individua

B P RV T PR ST B - = e — 2 B O Yy esun, [y
De InTerpretveda as indicati 18 easy c.(iPeSS]b_LJ__Ll,y Bgtel ice—
versa.
Fal - 2 e TTL 2 = LS e e
Capacit Utilisation:
ml. -~ P . - =+ 1 i~ -~ == _ - P i T
inere are two Oo8sioLe measures » £ CaApacCity
P 51 3 o~ 2 e e N m oo < N R— s e b m - o= 4 L3 o = <+ 1.
utilisation. Gn ® is the overhead cos t8, LTiiat 18 Lne
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Statie 1 Lhne 1Tace ol TLUCTUALTIONnS, 1T

B R R Y AL, caiwren el Fmay AT amm de e D
one S e asselt LUrnover Tartio measureda oYV oLne rvatio ox

N N e — e A P U AT A —— P L o= P
sales o hotal assets. At ANV given oo Kk valiue of assets

JRR. FoS E S m e wt 1]
aina y L& assetn ratio Wilild
..... K. e T T T T N E R | ey ¥ 1T e g
move in direct Proporcion To the physical volume of
ol e Tn = P . 41 TR S, <+l R 3 T 4T T a7 — L
581€8. The 111_51] i tae ratio, The h.l_g,utfl the level of

-~ . P § — o L .- P [ 7 4 £o 08 PO, ~ + 3 -~ e e
second set of eguations 7 - 11 fitted to time series
e B o g ey o e ~ 3 £ [ N £, ES [ S 1 . LR % 3 an 4 -
u“ta, were ised O CEe8T LOYX STrUuCLiara.L S}'I_L [ it thf

with respect to the wost appropriate functional form to
use, the choices appear to be either linear or
logarithmic relationship. However, wa adopted
logarithmic specification for the following heuristic
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Lifnea function 1S stimated there could be P shilem of a
Porppputt B £ 11 L - S T =y - £ 3 = 2 = [ < S T T e R g
Seciiiar iat i the various elasticities if the d .J_uv:'.i‘ldl:'uu
(RPN S T - R . < - Lo [ . 4+ 1. = 4- T 2 i O i R
variabies happt"] to rise rasuve Lnan e indepenaent

Information Maziwum likelihood (FIML).

i Realistically, for simultaneous and over-identified
model the best wmethod of estimation is the Full
Information Maximum Likelihood (FIML). FIML being a
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WMONSY . ALB8G, the FIML wme
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specitications errvors than ot
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possess software for FIML.
did not empioy FIML method

Following closely to FIML in terms of suitabiility is
the three stage least sguares method {35L3) of
estimation. Just like the FIML, the 33L5 method is a
system method meaning that it is applied to all the
egquations of the model at the same time and gives
estimates of the parameters simultaneously. 33L5 has
almost the same efficiency as the FIML method except in
exceptional case where before the estimation, the

— PP P . b P « B 2 s o K o~
esearcher has information on the

L L Ye s D <rmand 2l o £ L
T the random variables L0 0 N
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statistical properties. , to restore the desirable
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properties of the OLS estimates, the method of
L B U ~ 1 L 3\ e 1 P 1. P < I < S, N S
instrumental variapties (I”) repLaces the oTrrenaing
R N F T I . ~ PR S =
"egressor with an instrument Vi.82 Aa DProx ) and estimates
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the e-formulated progiem US1INg OLS ).

One , the
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< 2 1 2 4o e s PR IR & RS TR RN SR 1 RO N s T
variable is to some extent - itTAar which wmakes the

—— 2 2 ~ £ S S 3 e = 4 - p— -~ -~ -~ < o | g P A L
ysition of thing s that a pufﬂylct«—: causatl Cnain 1is
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innerent AN any simultaneous eguation model .
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variables in the wodels in terms of the structural
parameters and the wpredetermined wvariables. This is
followed by the estimation of the reduced-form estimates
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his precliuded the iise of OLs in our study.

Sguares estimating technigue to estimate models fitted to

the cross sectional data.

4.7.1 The Two Stage Least Sgusres Method {2SLS)
Two stage least square (ZSLS)‘metho% is a single -

equation wmethod being applied to one eguation of the

svstem at a time. The method provides a very useful
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least sauare {(23L3) method invelves one, application of

least sguares to the reduced-form equations in order to
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towards szero, that is, the 23L53 estimates are
assyoptotically unbiased. Also, in large sample, the
estimates of 28L5 are consistent and asvoptotically
efficient.

However, as suggested in the literature, the
conventional t-test of significance of parameter

N PR, - 3 S TR [ T U « SO e S s e o
but can Oﬂly be taken as suggestive fTor two main reasons.
One, not wuch is known about the finite sample properiies
. 0oT IGZ M. e 3 ~1-1 o oy R, R, . o =
OL 4oL . LWO , available evidence tends *o SUEEesT

that 283L53 yields somewhat conservative t values meaning

1 Iy o o | P, | P — [, | - 3 L. R P UL o ) PR, ~ . 2
that, the method tends to understate the significance of
- — . s - = PR C i LR 4N, [ £~ [ | S <
a, yaltluulcr coefticient,. In view of this tutj, much

Other statistics that are often utilized in

assessing the results of 28L5 are the coefficient of
2

multiple determination (R°) and the sauwpling error of

estimates. The coefficient of wmultiple determination

YRR - .
(R) is & measure of the extent of the wovement in the

—_—

oD

Kmenta, J., Elements of Econometrics, New York, The
Macmilian Press, 1871, ». 583.



dependent variable that is explained by the independent
variables. The higher the R2 the more useful the model
will be for policy and predictive purposes.

Lautly, multicollinearity can be tested by examining

the correlation watrix of the independent variables, a
value of one indicates pevfect orthogonality while value
of ZET0o indicates matrix singularity or periect
multicollinearity., This study utilises most of these
tests.

4.8 Notations

Yg = non oil industrial output

B = industrial employment

ER = Exchange rate (effective)

Time = Trend variable

W = Industrial Wages as given by the index of
wages and salaries 1in the industrial
sector.

Rpht = foreign price of intermediate imports.

U = Iindustrial capacity utilisation measured
by +the radio between the index of
industrial production and the index of
maximum iodustrial production - where the
later is generated by the peak-to-peak
interpolation of the index of industrial

134



FESV = The ratio of foreign exchange allocated
to the industrial sector over  the
available foreign exchange reserves.

LR = Local raw matevials component of total
raw wmaterials.
R = interest rate in official money market -
maximum bank lending rates.
Pc = industrial production cost
Py = industrial price
Pt_.j = industrial price lagged one vear.
PaMj = Profitability mwmeasured as firm J profi
sales ratio.
©J = nominal interest rate

GM j = gross margin

LSj = local sourcing given by the percentage of
raw materials sourced locally.

AFj = Accessibility to foreign exchange within
a reference period.

Bmj = absoliute number of labour employed in a
firm

Wi = the annual money wage rate per employee
in an industry in Naira.

PJ = domwestic selling price of an industry’s
most important commodity.

CAPUS = capacity utilisation level in a

particular industry given as asset-
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ADJUSTMENTS BY MANUFACTURING INDUSTRIES IN WIGERIA

DURTNG 318986 - 80

p R - 5 —~ L T mwren ] — -~ a— —
his chapter uses firm level data to pregse it an

2 P I Sy M. i [ e ey [ S P e m3y ~ UGN &

.S yL“-'."ttlu,-(:d- The data were the wmain results of the
2. P R UV S N N0 A PR s P o ma  wew o AN, Lo 3 — U D | L.
int > TVIeWws Wi th 324 manutfacturi 1§ ingusdries located in

programme, and the policies that manufacturing industries
followed
R

R, R
the data

with thos




alvsed the overall adjustment to the

~ o A —_— .. 3w = o oy o ~ i . L. - . § - f 4 o !
5.3 analysed the various adjiustments in the industries
operations. While section 5.4 provided the auantitaltive
assessment of the impact of the structural adjustment

(%)

Lo . —~ 1
L) Lne ]Jal:_l

e

Fal
(& 4

introdiced since wmid 1886  we discuss the expected

Drogranme o srofitability, local sourcing of raw
materials, prodictive capacity, capacity utilisation,
unewployment, industrial production costs and sales.

As clearly summarised in section 3.6 of chapter 3,
with the introduction of the structural adjustment

I n___ ¥ o e 7 s et T s - 3 R IR PR Lo
programne, government started dismantling gquantitative
g e 2 —_ . | 2 R, R, | - 2 oD PR | 4o 2 e _—
‘esbtrictions ana introduced tariff rTedudiTtions., The

3 ey ey g —~ — T < -] T =4 < U - o R P - - E
interest rate was llk‘:.L'(:‘-E.ll.L'r.tl_.L‘:d while attempts were mads at

N o S - 3 - - B N o L S S o e S N R Py . b I Ry -
retorms inciuded tne Lorelgn e \(.’.hculg = market derxn g U lation
3 PR . T £ o n [ . 3 e = 3= .

through SFEM L Now IFEH) ’ privatisation ana or



o and many  others noted in chapter 3,
manufacturing industries have to react to a series of
exogenous factors if they were to maintain their
profitability and even remain in business. In the
manufacturing sector, we would expect the following
effects, with differences depending wmainly on nature of
their output and sources of their raw materials and
market orientation of their sales.

One, manufacturing industries generally are likely
to raise their unit prices during the adjustment
programme so as to offset the increased production costs
that are likely to emanate from exchange Tate
deregulation and interest rate deregulation.

industries rely wore on imported inputs than the
good industries.

Three, given the probable impact that the
rate deregulation will have on the production
all categories of industries we ezxpect them to
their efforts towards sourcing their raw
locally.
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In general we expect all categories of manufacturing
industries t.o have suffered decreased capacity
dtilisation and productive capacity. However, tliose
that depend heavily on imported raw wmaterials inputs
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prices directly and indirectly affect the selling prices
of "goods, prices of ditermediate inputs, cost of
production and cost of local sourcing, the reaction of
profit-maximizing maﬁufacturinv industries should have
been to change the structure of goods produced (including
their guality) and the structure of input used. However,

have low substitution ({(as often the case in the
intermediate and capital good industries) the bulk of the
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5.1.1 Structural Adjustwent and Profitabilityv
As regards the impact of the adjustment policies on
the profits of the manufacturing industries, i28

S — 3 s - LA, 3] oo 3 i P N ] 3 s oee . ~ o
respondents indicated that the adjustment programme
2 PR L —m o O3 a2 2 - [a) e -~ —~ LA, I . o~ )
increased their profitability, $.86 per cent indicatec

— ey - [ R o -~ ‘ 51312 -~ LT 4 Ll 3 - o~ < ! =
decreased their o il tability. What CNis Suggests 18
1. o TN PR, BRI e J—_— o - I T i Yoy A FE T
that tne acaJjus tnent Programnme nas reduced cne

A miich clearer picture emerges when ©

are broken down into econsumer good and producer good

industries. This 1is shown in table 5.1. More
respondents in the consumer good industries specifically
32 per cent of all industries interviewed indicated that

good industries where 104 representing

~ L2 o o ) 1. B . [ . Sy A o P, S . —~ = P _— ~
affirmed that aaj ustment pProgramme aecreases their DIrOox

level. Thes producer good industries include printing

\]

and publishing, .chemical products, structural clay
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responses on the impact of SAP on their profitability and
b

T B L e N ad 2 A -0 . .. 1
the nature of firms by Calculatlig the X' value The
2

~rfh

005 5 value of 76.51 showed that there is relationship

! !

between the category of firms and the impact of SAP on
¥

L tability level. A possible reason fTor this
could be the high inelastic demand (since they are mostly

cies) for these consumer goods in contrast to that

producer good industries. Thus, with high inelastic

Moreover, as most consumer good industries reguire less

ital eguipment and imported raw materials than capital

Moreover, where ithe SAP policies enbance consumer good
industries’ effort at sourcing their raw materials

5.1.2 Structural Adjustment and Local Sourcing
Table 5.2 summarises responses to guestions about
the impact of BSAP on local sourcing of raw materials.



Structural Adjustment Programme and  Local Sourcing of
Material

ENB COR NEF CAN TGTAL
All Tndustries 168 98 32 23 321
as % of the Total 52.34 306.53 9.%87 7.17
Consumer good Industries 128 i2 28 5 7i
as % of the Total 38.88 3.74 8.1 1.56
Producer good Industries 40 86 G 18 50
as % of the Total i2z.468 2%.7% 1.87 5.61%1
Source: Author’s Field Survey
Key: ENH = EBnhanced, COR = Constriant NEF =
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guestionnaires, most respondents that asserted that
adjustment programme constrained their efforts toward
sourcing raw maberials locally attributed this +to
increased cost of procuring raw wmateriais locally,

. P | ) - B - ~ . oy oy i} e A . v b -, PR R I -~ I U,
navailabiiit of the needed raw materials locall 3 and
T oo P S . | £ - . o R | T B . e L. S I L, SR
low demand for their goods. Essentially, this finding

5.1.3 Structural Adjustment and Productive
Capacitv

Cn the impact of the adjustment programmne on the

productive capacity of the manufacturing industries,

decreased during the adjustment programme. As shown in
table 5.4, 48.44 per cent of all the industiries
interviewed indicated that their productive capacity
ievel decreased. This is against 34.38 per cent that
affirmed the positive effect of SAP on their productive
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INC DEC CON FLU TOTAL
All firms 110 165 24 31 320
as % of the Total 34.38 48,44 7.5 S.GS
Consumer Good Industries 83 &7 17 1§ 172
as % of the Total 25.%4 20.94 5.31 1.56
Praoducer Good 27 38 7 26 148
as % of the Total 8.44 27.5 2.18 5.13
Source: Author’s Tield survey
Key: INC = Increasing, DEC = Decreasing
JON = Constant, FLU = Fluctuating

U S T I 2 e
gonod industries, a better pictiure

b I R, [ ——y [EE S RN o2 o AN R | .
the industiries that affirmed the

impact of SAP on their productive capacity level are
bl
, . J T S ~ . b IR B
those manufacturing consumer goods. Oul Xi)%ﬁ value of
ll’




e P T, e, B = e = w3 -~ = S me o 3 =
VAT eAaTrilielr LiINAaLngs that SAP has enhanced local sourc: ng
R P - o o~ e e T ey oD Pl SR 2 ml. 2

v raw materialsamong the consumer good inustries. This

1 - [ —_— - == 2 2 - 2o e S S v
at the average capacity utilisation level of the two
- JRRpp P — -2 2 — o Yo PR : -~ =4 =4 — T <
categories f  industries shown in tabi 5.5, Really,
[ I s Sl R | oo PIL T - .
Capac_lty utilisation ieve.u rTor the whole

moved from 38 per cent in 1984-85 to 23 per cent in the
post SAP period (1986-90).
Table 5.5
Structural Adjustwent Programme and Capacity Utilization Leve
FPRE SAP: 1984-8% POST SAP: 1886-50
All Industries 53 44
Consumers good Industries 72 GS
Producer good Industries 38 23
Source: Author’'s Field Survey



To find out reasons for decreased productive
capacity and capacity utilisation level, we asked
interviewees to rank some probable factors. As expected,
the average scores for the groups indicated that
incireased cost of production, which limit employwment;
lack of foreign exchange to procure raw materials an

these factors conspired to increase the c¢cost of
production leading to prohibitive product prices in the
industrial sector especially in the producer goods

| =4 / - - JE U 2. P S Py J———— . e e
5.1.4 Structural Adjustment and Employwment
3T e - P . | o - P - e de Y PR, P o]
W attempted +to ascertain the impact of BSAF on

i —— = -~ L Fn o~ 2 . 2 em <= Y w LA - T~ = [, 2 -~
retrenched in their industries since the introduction of
. 5 - - . . [— - mey e L) P N S =
SAR, The sSummary of the fesSponses 18 as snow in table

3.
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Structural Adjustment Programme and Industirial Fuplovment
YES NO TCTAL
All Industries 243 73 322
as % of Total 75.47 24.53
Consumer Good Industries 128 4z 171
as % of Total 40.06 13.045
Producer Good Industries 1i4 37 161
as % of Total ‘ 35.4 11.49
Source: Author’s Field Survey
Table 6.6 shows that 243 interviewees affirmed they
retrenched between 1986-20. This represented 75.47 per
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questionnaire showed that retrenchment occured more w:

the unskilled workers than skilled workers. In addition,
the result equally showed that retrenpchment of unskilled
workers occurred consumer good industries
than the prodiucer good industries. This is vividly



shown in table 5.7, As indicated in table 5.7, 1,72%
unskilied workers ware retrenched by all the
maniufactiuring industries interviewed as against 298
skilled workers. On  breaking the industries into

in the consumer good industries while the rest 558 were
in the producer good industries
Table 5.7
PRE-SAP 1984-35 POST SAP 1886-30
SKILLED UNSKILLED SKILLED UNSKILLED
All Industries 105 336 298 1,728
Consumer Good
Industries 46 248 167 1,171
Capital Good Industries 598 88 131 558
Source: Author’s Field Survey
This should not come as a surprise, as the unskilled

[P o« B . = [, B 2 mi. 2 - 2 s ~ 32 B - T =,
ManuyacCTtuUring inadustries. This is in addition to the
£ ES EN | P - - - P - Ny 31 o~ ~ sea e o~ = ~Y- - —~ -
fact that they are easy to train. Also, as most producer
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Table 5.8
~ ~ NAMAT
INC DEC CGN TOTAL
T3 I oo o aan
industries 400 37 - 40
P - . - a E4 4 e
as % of the Total 88.54 11.486 -
I'al P —~ R | potg Y — B s ind r7
Consumer good Industries 136 37 - 173
- - 2 h T . -1 . A2
as % of the Total 42.1 11.486
n 3. o e T3 K 1 En 10N
crodaucer good industries Loy 15G
L I -~ A K
as % of the Total 46.44
A TR W < S b i} -3 oy
Source: Author’s Field Survey

1. 3 i} T L P . - =y < 3 2 —— - o P I 2
behind the increased production costs during the
. R T S 1. L SR S S, [, .
add stument Jwriud, th interviewees were lequebted to
- 1 ~ £~ o~ - =er g . L - h PO 2 - -, o~ Y
rank some factors according to their importance. The
= — S, RPN SRR S P P - o~ T - ey -, NS I
result of the ranking showed that on the aversge high
- - o, — S o P . 3 LI 1a - . -~ T 2 am
exchange rate, that is depreciation in the value of Naira

P, . <Fen ey of cn ~ P ~ 3 T e .
sScoreda an average or 3.00, out of maximum 4. Increased

{

o5t £ horrowing and raw materials scarcitie e ared

COST 0O PDOTTOWINE aIC T aw naterials Scarclities scored
153
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3.18 and 2.10 Othex easons mentioned by
R T N T I ey 4 crvmm s £ 3 . POl Y
inverviewees wWilicin weie notv sSpeciried ir (VRS

guestionnaires included withdrawal o

PR D — [ P P < = - 1 T - o LA .
veTroieldn yroduutw subsidies as well as changes in the

What this tends to suggest when related to our previous

I o R, R P = P R ey~ — — = -~ . O £
TINJ1INES is that increased unit Drice enanavin Lo
A o e e i e & PR, L | DA SIS 1. 71T S
increased Prodauctc 1 costs te 1dS to benefit the consumer

good industries more than the producer good industries as
the former can easily retrench their unskilled workers as
5 T~ R - - 3
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Table 5.8
o o ALY S PR S - ~ ‘.J PN 2 Ry 4 — e o fon S S
5t ctu-al Adjustment and 4aunlacbullug nailes
INC DEC CON DONT TGTAL
PN | - = g o] Lo ]
All ITndustries 123 186 - 3 322
p— PR SN m . 3 Y] [p} Fad Q7 [s)
as % of the Total DO & 60.87 - .83
P PP, — Y . | I R (o]
Consumer Good Industries 70 83 - &
- £ 11 m .. ~ 1 " A an iy i~ } Ay
as % of the Total 21.74  30.75 G.62
ORI, S — Vo IS, | O, S . [=e ] O 4
Producer Good Industries o3 S7 - i
— - —~ . ay A £ | n o
as % ot the Total 16.46 36.12 0.31
<= - A g4 —~ 1o T2 LT3 [
SOUrce: Author’s Field Survey
o L P O . [ SR [ P H N on o7 . - PR W
HManuracCcturing inaustries represeniting ouv.of per centc
- ~ S - o 1. ~ 1n ~ U, B PRSI WY 3ae ama o~ | S - U, 1. LI
indicated that the adjusitment programnme has caiused their




manufacturing industries., The percentage of
manufacturing industries in consumer and producer good

s that experienced decreased sales during the

increased wunit price might have offset the loss that
R P i n ce 4@ <1 (I, -1 -
could have arisen from decrease in sales. This 9 pI’uuably

The case of producer good industries is highly
consistent with our earlier results. increased
production costs and unit price lead to decreased sales
and productive cavacity and capacity utilisation levels
which cannot be offset by increase in unit price thereby

the key SAP policies namely the curvent tariff structure,

rate deregilation and exchangea rate
deregulation. The summary of the respondents’ views is
presented in table 5.10., From the information provided
in table 5.10, ‘just fTair’ had the greatest percentage
out of the three S5[AP policies mentioned . The
percentages for  tariff structure, interest rate
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OF PRODUCER CONSUMER TOTAL
IES/ GOOD GOOD
WNT INDUSTRIES INDUSTRIES
13 88 101
Total 4.04 27.33 31.37
T 63 52 i21
Total 21.43 16.156 37.58
4G 26 72
Total 14.29 ].07 22.36
v Bad 23 5 28
Total 7.14 1.585 8.868
151 171 322
rce: Author’s field survey.
i es indicated that the SAP package was 'just Tair’
while i intervieweses {about 31 ver cent) perceived the
Dacka as Good. 72 industries representing 22.36 per
cern ranked SAP. package as being ‘bad’ while the 28
in es indicated ‘extremely bad’, We +*iried to
C sed interviewees responses according to nature of

what obtained among the producer good
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to have affected +the LJLOdIlC“&:L" gO ya industr moire
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adv =TrSely than the counsumern 50ud inustries.
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5.2 How Industiries Assessed the Shocks and Adjusted
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Table 5.12
| o PR AL 1 [ o PAN -
rercepi,loil 10% Shocks
ITNTT ATYT T ."'1??[\' aknial b
VOURABLE CHANGES AVE
A 3 p - g~ - [ .4 3 — 08 . 2 e
Better access to working capital financing
e e e e L. + S < P — | T S e m
Better opportunities to Luy rorelign macnin ¥y ana
-3 e e e o~ on g e 2] 1 e <«
edulpment now available before
ductia
waterials
TV e 1 oo LR, PR g - ay 3 = o~ o ] P £o0 O T | 3 2 s
Relaxation I Drice controls over Tirm production
Thncirease 1i7n exXxoort opportiunities
increase i eXport OpPPOTLUNLTLIEeS
b P D LR 3 e P 4 E- £ -~ Y ke - [ |
Reduction in C',Ouyt:etlt_l,u 1 from international
rProduct
oy s < o ey a3 v i N < 3 e o oo o 4 [ P
Increase in earnings resultin LYom incireased
eXpPOTrLS
T -~ —~ 3 — e o = oy e -2 S o oo Lo~ - 2 P TS
Lncrease 1t earning zgulting from h_Lghc: o ailue
g o - - iy [
of export products
FAVOURABLE CHANGES
T oo e 3 4—1 cost of
icrease 1n cne Cos8tT 01
TTem o2 i P N - o 2 e S e e
Unit labour cost TILS1nNng
—an 3 Yy 4P - B T, N
prices of the pr yducts.
[ -~ S e o -~ T e 2 e s AT JoAr e LS
Iincrease in prices of dom stic raw materials
.y —~ = JA EE . LA, . L. I~ — 2 -~ L
greater than the increase in the price o1
i g .
proauct
Y oy o~ . EE . mms O£ PR Sp—.
Cha 1Iges 1 tne tariff Systein
[ Assd la oon ? 213 s m sy e v
pource: Author’s field suwrv =B
1(.‘0
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RAGE
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2.24
2.15
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1.10
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what emerges from the recorded perception of the
interviewees is that the adjustment programme were notl
viewed as particularly helpful for the operation of the
because the Tfavourable werea

nullified by unfavourable ones.
A much clearer picture emerges from the responses on
unfavourable changes. Scores fTor them were generalily




] pen el emereden A lyan e 1. emd it e 1 T Yy o
1i8ned gOOds TATrougn Credlis both from
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LNg€ Cnanges 1n TaArlLill was S1lgnadieda ur favourable as




This is in(fact, consistent with the assessment that SAP
precipitated retrenchment {see tables 5.6 and 5.7).
Faually signalled as important was changes in the price
decisions. Many industries charged higher wunit prices
{see table 5.]1Q so as to offset increased production
costs wprecipitated by exchange and interest rates
deregulation. The ability to increase their unit prices
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Adjustment by Manufacturing Industries
STRATEGY AVERAGE SCORE
01 Alteration of the package or produced goods 1.44
02 Changes in inventory policy 2.346
03 Changes in product guality 2.35
04 changes in market strategy R 2.33
065 Changes in price decisions 3.01
06 Reduction in labour force 3.17
07 Greater caution in financial management 3.62
08 Increase in investment 0.02
0% Plant closing'and/0r line consolidation 0.58
10 Changes in the composition of the labour force 1.71
11 Iwmprovement in the selection and training methods .

for workers of different skill categories 1.83

12 Net changes in Assets and/or liabilities 0.686
i3 Competitiveness {internal and external) 2.20

Source: Author's field survey.

- 2 -~ e o ~ -~ o = . £ S e — — 242 mi.
by increased domestic and foreign competition. The
fap ~ oo - - e - | P 3 an A o ~ —— —~ = =~ L.
importance attached to cha iges in inventory management is

the conseguences of higher financial costs. Under the

!—J
N
-2



subsidized rate. But with
cost of credit soared and

to be cautious in their financial management. And since

adopting a careful inventory policy was one way of
rediucing financial costs the decision among industries
was to minimize the financial costsof carrying domestic
inventories. Thus drastic measure to reduce inventories

1 43 e Cup i | . ooy e A on oy 1 A s e 2 [k T gy P . ..
both internal and external. Almost unanimous] Y LIe
: [ SO . e L. o L e o b v P Pt S S
industries stated that increaserd rTOTELEI COMPectitLOon

EUR N — LI e . S TS [ - R

Other less i uy(‘x‘f‘ﬁ& 1% Al JusStinent DOLIC1ES were
S T T ey, I S S . O T, .

Mprovemens il Thie Seilecrlion and Training m sthods for

s s mm Y e . LoD -2 1Y o — P o o i KR, P T,
workers of different skills categories, cnanges 1n th

composition of the labour force and alteration of the
package or produced goods. Manager did not attached much
importance to investment, plant closing and/or 1line
consolidation. This might be duse to low credibility of

the vrogramme which caused many industvies to posipone
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IVidley 1 wlicated that oo uyt.l,J.t.L .\ both from domestic

PGt | [ R T o = e = P ~ = R e T« JOR

and exieriiaa ) wWas 1ot perceived as _Lm_pur’i”..flj t before

I, [P e 12 e __L..._.t At: . L. | Ty L. R T

XpLrain Since nign pProTtecition jJjoyvea 0y ingusories
k ey 77 o T I < B o S N LI, o s ) PR o i o m am . P
th TOIg N tariff yl_”ut\—;t:t 1O, OVervs lued exch Vg e ate as

ITEM AVERAGE
BEFORE REFORM  AFTER REFORM
a Maintaining market share 2.06 2.36
b Fulfillment of salary and
employment rules 2.61 2.85
¢ Competition awong domestic ,
producers 1.55 3.67
g Cost of capital and raw materials. 2.58 3.00
e Import 1.84 2.72
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Industries: The Empirical Results

Given our findings in the foregoing section, it will
be of interest to explore a quantitative assessment of
the impact of the guantifiable vpolicies of the adjustment
programme. To this end, the regression egquationsg i- 6

least sguares {(25LS) method. The result is as shown in
table 5.17.

The rvesults as presented in table 5.17 suggest
several findings. From eguation I - the profitability
eguation, there 1is a negative relationship between
profitability and gross margins. As the gross margins is

oreign exchange rate and

rveducing the profit margin of the wmanufacturing
industries. This finding actually contirms the
respondents views on  the impact. of BAP on their
profitability.

Also, accessibility to foreign exchange which we
used as a wmeasure of foreign exchange scarcity has a
significant negative sign. This indcated that foreign
exchange availability was restricted durin the
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Table 5.17

TWO — STAGE LEAST SQUARES ESTIMATION OF THE IMPACT OF SAP ON INDUSTRIAL DEVELOBPMENT

Variable . . . y - . L 2
Cor P L AF3- W F P Bcy Yj : 3
Dependent onstant Pcmj rj Gmj s 3 3 j cj 3 , Bcj Yj CAPU Emj R™
PcMj 0e22 . -0.021 -0,029 -0,062 ~0e17 "0 004 055 - - - --®
a (5.,01) (=0487)  (=0445) (=0.45) = (=2.35) (0.803) > :
Y, 22459 ~2428 2,01 0e 12 -4,58 0608 50 . - - -(2)
J (4,61) . (2482) (=1494) (0.08)  (~1.84) (0,52) °*
EM; 53,15  13.47 -0492 -3.11 -1.02 -0.60 0,081 0.29 -~ ° '_B)
(3.68) (0063)(—20097) (—Ocsg) (—3.58) (—0038) . (0043)
. Pe) 1e46 -0.006 0662 0.083 0.17 | =D 006 0e31 - - -~
(3.68) (=0,02) (3.48)  (0.43) (2,95) 7 (<=0.87)
CAPY 6a61" 176 —1.52  =5499 -1.08 -1e49 0u35 - - - ®
i (3'99) (0.19) (2.45) (1017) (0061) (-5.70)
P 25479 7447 2.84 1.87 0.04 0.50 - &)
(2.62) (2¢46) (1.18) (1.98) (0,013)
. t-ratios.

The figures in parenthesis are the
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adJustment peridoa wnicn Dy 1 npiicaitons means that SAF
3 . PN HTNE g, 1= - 1 12 ~r - g T e g v e 3 = ey -~
has not enhanced the accesibility of entrepreneur LTo

U LT T, R R T o 1 e o A4 a4 N | L. o 2 -~ P B
unfavourabie shock that arfrected their operatiat.
T - = N T s — - “r e PN S | =y o s T - In =
LoCalr SOUrCifng OX AW materials variable 0as
e e = Y LR LI, (S EE M N N e T h S I A P S - — ey
negative sign indicating that the hi gner TLae leveli O Taw

materials sourced locally, the lower the level of
wrofitability. This seems to contradict one of the
objectives of 8AP, that is, encouragemsn of local
sourcing of raw matevials. The reason for negative
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31 an e de [ RO T R 4 1. £ . - o~ e IR 4+ 2 o
our interviewee A8VBEeTrTion Tnat prices 01 JdOomesStlic T4

With regards to output eguation, the major
significant factors are nominal interest, gross margin
and accessibility to foreign ezchange. Others, namely
local sourcing and ewmployuent variables are rtvather
ingignificant. Nominal interest rate measure of interest

- P S - J—. PU—— 2 e o PR ey - Ed 3 e .. e P
rate shock has negative sign indicating that interest
- e B Py Iy s | . - - 2 < .y - = . O, SN
rate deregulation reduces output. This is so because ban
e = = [y €™ O e - D - IS S S JRa— - . 2
credit is a major C )mpoucnt Ox produc tion costs. This

R T N . mi. . IR, DA - F SR S,
excnange NEeaSure . Lne TresSuLt indicate that IOFYelign
T T T Y S PR S b D A
exXcnange I1navail labili Ly ~onstrained OQULTPUT JQUITing LI
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) Lne negacvive relatio }_b}jL_LJ between local
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consistent with oux pPrevious Llndlng. . Increased costs
PO o] P T S R ~ P L Iy P 1 B b — L8 ~)} 7 3 -
31 SOUTCILINE L(J"od.,l aw materials reduces the pProx J_td.b_L_LJ.ty

exchange shock, as well as wages increased the production
costs of wmanufacturing industries. Local sourcing

PR | T 2 = o 2 [P, P [ S | - PR LI o~ B T
level. This view is corrohorated b our interviewees
— e — e [ JU o 4. 2 aa e o o — s R [FON. S ~3 PR
per .t:'pt.Lu 15 DL Lie adJllbt nent Programme sSulmarlizea in
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table 5.12 where it poi ited out that ane 01
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Table 6.1

INDUSTRTAL _ OUTPUT EQUATION

Dependent, Variable (YN)
Equa Cons W ER - R LS TIME  SAPD R F DW N
tion tant
Ta 18.96 0.637 -0.127 -0.103 ~0.424 0,001 0.98 171.41 2.180 186 (R)
(2.34) (3.12) =(2.17) —-{(1.07) -(0.63) (0.401)
7b 0.375 1.093 -0.299% -0.477 3.163 . 0.143 . 0.97 166.83 1.654 20 .. (C)
(2.48) (6.62) -(2.03) -(2.358) (K.52) (0.80)
Tc 4,013 1.049 -0.512 -0.472 2.76 0.079 -0.504 0.98 179.584 1.684 20 (MC)
(3.01) (7.14) -(2.87) -(0.9%) (5.18) (0.49) -(2.24)
The figures in parenthesis are the t-ratios
R_'3 = adjusted value of the coéfficient of determination
D-W Durbin Watson

R

C

MC

Statistic
Restricted Model
Complete Mode]

Modified Cowmplete Model
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Table 6.2

THE TINDUSTRTAL

PRICE -EQUATION

Dependent Variable (P”
Equa Cons W, ER Wint R t-1 SAPD R P Dh N
ion tant ;]

8a 4.682 0.011 -0.716 0.37 0.13 0.397 0.94 1043,75 0,081 16 (R)
(2.12) 0.25) -{(0.69) (3.71) (1.07) {4,03)

8b 11.37 -0.15 1.21 1,67 0.9 6.461 0.95 72.83 0.094 20 (C)
(2.64) -(0.52) {2.93) (3.17) (2.46) (6.185)

8c 14.39 -0.25 1.456 1,85 1.375 0,471 0.54 0.95 62.72 0.12 20 {MC)
(2.14) -{0.84) (3.19) (3.42) (2.658) (5.38) {1,39) '




THE EMPLOYMENT EQUATION

Dependence Variable (Em)

Equa . Cons W ER R v, LS SAPD R P DW N,

tion tant

9a  12.51 L95 0,28 ~0.53 0.309 0.64 0.98 125.01 2.147 11 .. (R)
(4.25) (7.05) (1.81) -(2.78) (2.48)

9b  15.49 0.49 -0.19 -0.23 0.25 = -0.15 0.87 - 26.79 1.703 20 .. (M)
(5.14) (3.76) -(0.73) —(1.05) (2.09) -(0.16

9c  17.18  0.43  -0.31 -0.08 0.19 -0.24  -D.24 0.96 38.85  1.803 20 .. (MC)
(5.22) (4.83) =(1.38) -(0.23) (2.49) -(2.12) -(2.42)
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Table 6.4

TNDUSTRYAT, CAPACITY UTTLTISATION EQUATION

Dependent

Variable

(CAPU)

Equa
tion

Cons

stant -

RESV P. R

I..l »C;

. -5
SAPT R “

F DW N

10a
10k

10c

8.86
(3.18)

~(3.48)

.28 0.22 -0..
JBOY (R 1Ry =0,

-0.15% 0,94

{0, 19)

399,41 1.72 16

45.96 1.76 20

36.27 1.73 20

(MC)
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Tahle 6.5

2 A

INDUSTRTAL PRODUCTION COST EQUATION

Dependent, Variable: Tndustrial Production Cost (C)
Equa Cons ER  Mint R W SAPD R R DW N
tion stant 4
1la 13.89 0.08 0.70 0.42 -0.11 0.94 160.39 2.25 16 .. (R)

(1.14) (0.03) (2.88) (1.09) -(0.43)

11lb .14 0.21 1.46 0.69 -0.43 0.87 123.83 1.81 20 .. (M)
(2.19) (2.70) (3.17) (1.356) =(1.97)

llc 2.15 0.14 1.37 0.987 -0.31 0.44 0.99 107.96 1.85 20 .. (MC)
(2.01) (2.11) (3.03) (1.19 -(1.356) (2.27) '
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speac better than eguation (7h). This is

shown in the adjusted value of the coefficient of
=2

miltiple correlation (R’). A 95 per cent confidence

interval for the exchange rate elasticity in 1870 - 85

~ I R 70 AGoN . A 31 o S 40 on
eqguation 1is (—0. iG9; -0.485) while that for 1970 - 30
L2 Y o e et 2T o K) {f_NnN 791 . N o9y . -
with dLuuuy varlaopie is t—U.{JlL; —UedUA ] A CiLoser

2% [ R o~ e LA S - T e - Ph ) P -
COMPparisoin f the two intervals shows a marked variation

output (YH) but the positive sign it came out with is
less easy to explain. A priori, a negative coefficient

Essentially, wo explanations for

increase in nominal wages such that a ©wositive
reiationship exists between real industrial output and
nominal wages. Two, that wage increase precipitates a
more than proportionate increase in unit price which
enhances the profitability on the industrial sector and



gign in all the eguations {7a to 7c¢). This shows that
devaluation reduces industrial output EN). Eguation
{7a) suggests that 1 per cent increase in the exchange
rate will precipitate 0.13 per cent decrease in

10 FaY SO0 PR | n = ” [ an e e Pt 1y N [ S L R o L
0.13 to $.288 and 0.512 Pe cent with the extension A
| PN [ U . (U, | P 1TQo0Nn P S Tm = e o 1. Tn o, WS e e wey 2 e
the bﬁudy perioa to 1850 fugcfnu" with the LLU!IPULatLUL
of SAP dummv. This tends to suggest that exchange rate

LA, DU 0y S - — R S N I 2 i~ 2 -~ o~ — 2o P
industrial output thr U Enn its .mecu"f 0N DToOoAucTtion CosST ~
J— RS, 4 -, PRGN g [ 2 T 2 L | SR, S PRSP .. LR P
an indication of negative shift. This conclusion will
- m e L. 2 S e e - U, f |
be verified in our production cost model.

though its effect is significant only in the complete
model (eguation 7b). As eguation (7b) and (7c) show, 1

{(7a) ~ the restricted model. They all indicate negative

shift. The arguments raised in support of the negative
effect of exchange rvate egually holds hervre, The non
significance of the interest rate variable in the
restricted model {equation 7a) is mnot difficult to



expiain. The interest rate during this period (1870 -
85) W&aS administratively fixed. As for its
nonsignificance in the modified complete model, a
possible reason could be the incorporation of the

)

rwdjustment duwny which in fact, has a significant

- FRCINU < I < S NN DUV SR | Lt (22 M 1. IS SV I I
iegative effect on industrial output. Though tentative,
. Tn e - PO < - —~ B PPN SV | [ o 1
in view oif the no —S1gNiTiICANCEe OL Tne variaole Iin all
Y o, R, L, - e \ - - s3] 1. - 1
the E,'L_Ud.tLU 18 except (7b/ , the resudt SNnows that

increase in local sourcing reduce industrial output by

[y
ol
[0}
=
1
e
=i

cost of sourcing local raw materials have been made
cheaver relative to imported ones by the exchange rate
depreciation cccasioned by FEM. In this way, increase
local sourcing of raw materials would precipitate a more
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negative sign. A possible explanation for this could be
that the oil boom of the 70s and early 80s which
precipitated increased industrial activities created high
gPO"{h industries whose labour demand seem to be wag

ineiastic. Indeed, this is consistent with the result
obtained in eguations 7a - Tc¢  in which positive
relationship 1is found between industrial output and
wages. However, the import of the argument tends to he

L ey [N P R Y o R - o I 2 . P+ s PRGN .
SBAOWINE vnat, excnarnge Tace has d 2Pressing erirect  on
T Qe g 5 £ 2171 <5 o R . L P E [N o) TR
empi1Loy nent. Specit iCailLiy, as i idicated in eguations i ab)

108
L3O



sl
-
)
Tl
N
[
S
[I §
e
Qe
=i
7y
=
e
[N
]
@]
Ll
E)
13
X
n
q
l_l-
]
aT
i
¥
9]
iyl
O
]
o
(]
3
[a%]
ok
il

- I - b P - L R o~ — 4+ —y o A £0 4
t‘&tt::, LOCAL SOUrciig (:‘Lj_e"-t, interest CaAve errect,
s LIS i o 3 T O, P P N
STLCT., ) ’ mlgut have escalated the I ogduction costs since

O T S, [ Sy — S, 1~ LR L - 1 P T - N S
the industrial sector. The 1LmportT O the above assertion
T : - R . T RN, PR e o L 4 1. o~ 4 B QAT % e e
is better appreciated when one note that the BSAF dumll.y

Q4
=
o
B
ey
—
ot
48]
o)

=3
but
{8b) and {(Sc) respectively. The result suggests that
although increase in industrial output leads to increase
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extension of the study periad to 1980 reversed the sign
-2 . 1 - ~ 3 e ! A . . L mi. *
ol the lagged empioyiment Ef_lj Lo negative, This

present year empiovment. One might attrvibute this
development to +the various effects {exchange rate,
interest rate, exchange rate scarcity and relative price
of intermediate inputs) which became intensified with the
introduction of the structural adjustment programme.

But, this result is only suggestive as the coefficient is
rather insigunificant in the eguation.

Table 6.4 shows the results for the capacity
utilisation eguation. Eauation {(10a) gives result for
restricted model while equations {10b) and {10c¢) show the

T L T R, . e e . JUR- ST T L s 1
nypothesis can be accepted at 5 per cent confidence level
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production cost . iz highly sensitive to the price pf
intermediate input which indeed must have been affected
by the depreciation of Naira. A variable whose sign is
rather difficult to explain is the wage {(W). A priovi,
a negative coefficient woul

estimation shows wages (W)

significantly related to production cost. Rerll&, this
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of this study are evaluation of the impact of the
structural adjustment woprogramme on the industrial
development using both Tirm-level and aggregate data on
profitakility, output, production cost, price, capacity
utilisation and emgloyment as well as the evaluation of
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sector before BSAP that the import substitution strategy

prachticed between 1860-85 did not provide sustained

stimulus to growth. Rather, it precipitated serious
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eguipment not available before.....ci v

03 opportunities to substitute local raw materials
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4 Reductions in restrictions for importing raw materials

06 Increase in export opportunities . oivii i ianarenoons

07 Beduction in competition form international products...
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If wvou thought that the shocks were temporary, what
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Please indicate vyour aftevr-tax-profit lievel for the
following years: 1984 ¥....... 1985 ¥Weoooe.. 1586
H...... 1887 H.... 1888 H..... 1888 E..... 1880
Moo .
Please indicate how vyour firm compares with its
competitors in terms of each of the followig items using
the appropriate code:
O=irrlevant; l=less competitive; '2=equal; dzmore
itive.

the reform After the reform

0 1 2 3 0 12 3
Product prices 012 7% 0 23
Product gualiity 12 3 612 3
Quality contro 12 3 01 2 3
Scales of production 012 3 012 3
Marketing and
Administration 01 2 3 01 2 3
Financial Management 612 3 612 3
Flease rank the following factors according to their
importance.
O=not applicable; i=not important; Z2=somewhat important;
J=important; 4=very important.
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U?iﬁg the code as in H.10 above, please
factors which have contributed +to your
participation in the market.

a) Sales

b) Advertising

c) Changes in guality of products
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