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Abstract 
 This study examined the industrial strategies and manufacturing sub-sectors 

performance in Nigeria: a valuation of two regimes. The theoretical relationship 

between industrial strategies and manufacturing sub-sectors performance in 

Nigeria with a valuation of two administrations was critically examined and 

established in the study. The researcher made use of six explanatory variables for 

his study. The use of Analyses of table was employed. The result revealed that 

there is average annual growth rates of the manufacturing sub-sectors output 

during six sub-periods. The Study recommends that the rate of growth of most 

manufacturing sub-sectors even those that were targeted did not change much 

positively with the implementation industrial policy. Really, in some cases firms 

performed better under a ‘de facto industrial policy regime than an explicit 

industrial policy regime. Really, in some cases firms performed better under a ‘de 

facto industrial policy regime than an explicit industrial policy regime. 
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Introduction 
Since 2013, Industrial strategy has 

resurfaced fully on Nigeria’s 

development agenda after decades of 

several pendulum swings beginning from 

independence. The industrial policy 

episodes during these swings can 

formally be characterized into two main 

regimes. The first, is the ‘implicit (or de 

facto) industrial policy regime (1962-

2006) when industrial strategies and 

plans were mainstreamed into the 

national development plans, rolling plans 

and government economic blueprints. 

The second, is the ‘explicit (or formal) 

industrial policy regime (2007- 2016) 

when stand-alone strategies, plans and 

policies have been developed for either 

small enterprises, targeted sectors or for 

all industry groups.  

Surprisingly efforts at quantifying the 

causal impact of these various industrial 

policy regimes on firm/ industry level 

performance and productivity in Nigeria 

have been very limited.  Earlier studies by 

Udo (2014), Aza and Dodo (2014), even 

though insightful have focused on the 

aggregate manufacturing performance 

and therefore unable to link the trend of 

sub-sector firm growth and performance 

to industrial policies. Chete et al (2014) 

appear to be the only real attempt at 

linking industrial policy to manufacturing 

sub-sectors performance but they use 

only single year data on performance 

(World Bank Investment Climate Survey 

of 2006 on Textiles, Garments, Food, 

Wood/Furniture, Other Manufacturing). 

Interestingly, this lack of conclusive 

micro-economic evidence of the causal 

impact of industrial policies on firms and 

industries is not limited to Nigeria alone 

(Griliches et al, 2000). The main 

constraint to credible empirical analysis 

of industrial policies impact is mainly 

estimation issues such as the lack of a 

clear identification strategy and absence 

of counterfactual (Harrison and 

Rodrigues-Clare, 2009). This often 

renders arguments on either side of the 

age old theoretical debate on the 

relevance or otherwise of industrial 

policy less empirically convincing. 

For Nigeria, changes in the performance 

of the manufacturing sub-sectors since 

recent efforts to re-engage with industrial 

policy warrant the need to assess whether 

the new explicit industrial policy regime 

would have contributed to the growth of 

some firms more than others. For 

instance, the contribution to 

manufacturing GDP of the food, 

beverage and tobacco sub-sector which 

has been the dominant sub-sector 

declined from 98% in 2006 to 56.5% in 

2012 and further to 48.8% and 47.8% in 

2014 and 2015 respectively.  In contrast, 

the contribution of the textile, apparel and 

foot wear sub-sector increased from 9.8% 

in 2006 to 16.6% in 2012 and 20.9% in 

2014. Similarly, the cement sub-sector’s 

contribution increased from 5.6% of 

manufacturing GDP in 2006 to 8.3% in 

2014. 

A key question is therefore whether
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instruments under the new industrial policy regime are better suited for growth and 

performance of some manufacturing sub-sectors as compared to the earlier regime? 

Even at the aggregate manufacturing sector level, are there noticeable changes within 

the different industrial policy regimes? Estimating the micro economic effect of 

industrial policy on either targeted or non-targeted firms/industries have always been 

fraught with various methodological and factual problems especially the difficulty of 

achieving credible identification and causal linkages.  Chang et al (2013) reviews the 

three common approaches and the associated challenges but recommends the use of a 

plurality of both quantitative and qualitative methods in quantifying impacts of 

industrial policy.  

In practical terms, it is easier to characterize the pattern of industrial policy in Nigeria 

into various regimes and to compute the performance of the manufacturing sub-sectors 

during the same period but not to establish causality between both. Nevertheless, a 

cross-period comparison of movements in these focus variables will help some 

inference on linkages. Our empirical implementation approach is therefore to use 

stylized facts with simple statistical tests to gauge the impact of industrial policy on 

all 13 manufacturing sub-sectors performance in Nigeria. While this approach may not 

resolve all the estimation challenges observed in literature, it surely provides good 

information on the causal effect of industrial policy in Nigeria better than earlier 

literature. 

The rest of the paper is structured as follows: Section 2 describes the Rationale and 

Theory of Industrial policy based on extant literature. Section 3 is a historical review 

of Industrial policy across the two regimes in Nigeria. In Chapter 4, the method of 

analyzing the impact of industrial policy regime on the manufacturing sub-sectors are 

discussed as well as the analysis and discussion of results while chapter 5 provides 

comparative perspectives. In Chapter 6, Strategies for making industrial policy process 

more effective in Nigeria are discussed while Chapter 7 concludes the paper. 

 

Rationale and Theory of Industrial Policy. 

Despite its current widespread use in many countries, the critical question of ‘why do 

countries need an industrial policy in the first place’ remains controversial. 

Apparently, the lack of a consensual definition on industrial policy for several years 

appears to have also contributed to this unending historical controversy surrounding 

the rationale for industrial policy. Two strands of the theoretical debate; in favour of 

industrial policy and against industrial policy are dominant and the literature is very 

extensive (Pack and Saggi, 2006; Peres and Primi ,2009), Chang et al ,2013 all provide 

rich summaries). 

According to the standard neoclassical theory, the most widely accepted argument in 

favour of industrial policy is based on the notion of market failure whereby a 
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competitive market system does not yield the socially efficient outcome. State 

intervention in the form of industrial policy is therefore justified because of the 

presence of externalities, market imperfections and economies of scale. The theories 

in the 1950’s and 1960s such as Rosenstien-Rodan’s ‘big push’ recognized the need 

for massive investments by the government to exploit returns to scale, not only through 

financing heavy industries, but also through the provision of necessary complementary 

investments. 

Somewhat related to the neo-classical view is Schumpeterian Evolutionists, 

Revisionists and Structuralist economists who consider the market failure only 

argument as somehow too restrictive. This group thus justify selective industrial 

policies and ‘picking winners’ because of the need to stimulate learning, accumulation 

of capabilities and innovation which market signals might discourage. This view 

which is often the basis for the ‘infant industry argument’ has often been used to justify 

industrial policy in developing countries (Soludo, Ogbu and Chang, 2004). The view 

is also now well discussed in new literature (Peres and Primi,2009; Cimoli, Dosi and 

Stiglitz, 2009).  According to the ‘New Structural Economics’ although markets are 

the basic and first-best mechanism for the effective allocation of resources, the State 

should provide an enabling environment for firms to thrive -in (Stiglitz et al, 2013; Lin 

and Monga, 2011). Another second rationale identified in literature for industrial 

policy is due to the presence of coordination failures (Pack and Saggi, 2006). 

The main argument against industrial policy is based on the long-held view of 

‘government failure’ which is often caused by lack of information, excessive 

bureaucratic corruption, lack of financial resources and weak state technical and 

administrative capacity (Bhagwati, 1988; Krueger, 1990; Pack and Saggi, 2006; 

Rodrick, 2004). The belief of this theory is that the ‘invisible hand’ of the market 

automatically selects sectors and firms, guaranteeing the efficient allocation of factors 

of production and thus industrial policy will only distort the working market 

mechanism. 

After three decades, the debate has now shifted away from whether industrial policies 

should be adopted or not but to the more pragmatic issues of ‘how they should be 

designed’, ‘how they can be implemented more effectively’ and ‘what works for each 

country and context’. This is because evidence and examples of both failed and 

successful industrial experiments are abundant in Asia, Europe and Latin America 

(Wade ,1990; Krueger, 1993; Robinson (2009), Rodrick (2008) Peres and Primi, 2009; 

Chang et al (2013). There are also excellent but limited documentation of the stock 

taking of successes and failures of industrial policy in Africa (Killick (1978), Soludo, 

Ogbu and Chang, 2004; UNCTAD, 2011; Stiglitz, Lin and Patel, 2013). 

The new thinking is that ‘well designed and implemented industrial policies can 

promote industrial (or firm level) growth and employment’ and the results vary by 
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country. As such, the growing belief is that ‘no comparison of industrial policy effect 

will find a silver bullet’ (UNIDO, 2013), and the differences in binding constraints or 

in ideas about what to do can lead to different country level results (Robinson, 2009). 

The call for ‘New Industrial Policies’ emphasizes interacting the role of governments 

with the private sector (Rodrick, 2004). 

The industrial policy debate is also believed to be more objective by identifying the 

causal effects and impacts in each country.  Based on a panel dataset of large Chinese 

firm collected for the period 1998-2007, Aghion et al (2012) show that when subsidies 

are allocated to competitive sectors (or in such a way as to preserve competition), the 

net impact on total factor productivity is positive and significant. Similarly, Criscuolo 

et al (2012) find that the UK subsidy programme (Regional Selective Assistance) had 

strong positive effects (increased employment) for smaller firms, but almost zero 

impact on larger firms. 

 

Historical Review of Industrial policy in Nigeria. 

There are excellent historical reviews of industrial policies in Nigeria since 

independence (Dauda, 1993; Ikpeze, Soludo and Elekwa, 2004; Amakom, 2008, Uzor, 

2010; Iwuagwu, 2011; Chete et al 2014; Dagogo, 2014 amongst several others) There 

are also several other studies that have reviewed specific industrial policy phases (Aza 

and Dogo, 2014; Udo, 2014; Raimi et al, 2014; Usman, 2015). 

In this paper, we characterize the different historical episodes into two regimes; the 

first is the De facto industrial policy phase (a term used by Perez and Primi, 2009) 

when there was no formal industrial policy in the form of industrial development plan 

with goals, instruments and explicit institutional relationships but there were policies 

that called for government actions such as regulations, subsidies and incentives to 

develop or strengthen specific activities. These were often mainstreamed as part of 

national development plans. This regime has many phases which include the Pre-

Independence Era (1950-1959), The immediate post-colonial period (1960-1969), The 

1970’s oil boom era (1970-1979), The Decade of the 1980’s and the Structural 

Adjustment Era (1980-1989), the period before Civilian Rule (1990-1999) and the 

Early Civilian Rule Period (2000-2006). The second regime is the Explicit Industrial 

Policy Regime when government prepared industrial policies and industrial 

development plans with clear goals, instrument and targets were initiated and 

implemented. This regime has two phases the; Economic Growth Era (2007-2012) and 

the Economic Decline Era (2013-2016) 

The De-facto Industrial Policy Regime: 

(a)  Pre-Independence Era (1950-1959) 

During this colonial era, there was no formal or explicit industrial policy, but 

as described by Ikpeze et al (2004) and Uzor (2010), there were incentives, 
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support programmes as well as promotion and protection activities designed to 

encourage industrialization. During the first half of this era, industrial 

development was influenced largely by the provision of physical infrastructure 

such as roads, rail tracts to the hinterland to ensure massive movement of goods 

and people. In second half however, some institutional framework for 

industrial development was established. For instance, the ‘Industrial 

Development (Import Duty Relief) Act of 1957; the Industrial Development 

(Income tax Relief) Act of 1958 and the Customs Duties (Dumping and 

Subsidized Goods) Act of 1958 were established to advance Industrial 

development Programmes. The colonial government promoted industrial 

development by establishing two agencies; the Nigerian Local Development 

Board and the Department of Commerce and Industry (Ikpeze et al). 

(b) Immediate post-colonial period (1960-1969) 

The post independence administration as from 1960 prioritized rapid 

industrialization and without a formal industrial policy, but outlined the 

strategies in the first National Development Plan-NDP (1962-1968). A key 

strategy at this time was the ‘Import Substitution Strategy-ISI’ which 

emphasized the local manufacture of goods that were hitherto imported. The 

key objectives were to lessen the over-dependence on foreign goods, and to 

save foreign exchange by producing those goods locally (Dagogo, 2014). 

During this first NDP (1962-1968), about 14 percent of government investment 

was directed at industrial development activities eventhough the civil war of 

1967-1970 truncated several of the efforts during that time. A significant step 

during this period, was the establishment of the Nigerian Industrial 

Development Bank-NIDB in 1964 to ensure the availability of financial 

resources to indigenous entrepreneurs. 

(c) The 1970’s oil boom era (1970-1979) 

The second National Development Plan-NDP (1970-1975) heralded several 

new initiatives aimed at industrial development. These include; the decree 

establishing the Industrial Training Fund which was promulgated in 1971, the 

Nigerian Enterprises Promotion-NEP Decree of 1972 (also called the 

Indigenization Decree of 1972) which was later revised as the Indigenization 

Decree of 1977. The primary focus of industrial development during this 

second NDP was on capital intensive industries and to protect the new 

industries, government introduces several types of import restrictions (Uzor, 

2013).  Another key aspect of the second National Development Plan (1970-

75) was the establishment of ‘Industrial Development Centers-IDCs’ so as to 

provide extension services to MSMEs especially as they relate to product 

development, entrepreneurial training and technical appraisal of loan 
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applications as well as managerial assistance. Also in 1973, government 

established the Nigerian Bank for Commerce and Industry (NBCI) to 

complement the efforts of the NIDB in providing financial resources to 

indigenous entrepreneurs. 

With the oil boom, the third National Development Plan (1976-1980) focused 

on the fair distribution of industries in all parts of the country so as to ensure 

rapid expansion and diversification of the industrial sector (Dagogo, 2014). 

With oil money, the government invested directly in establishment of heavy 

and capital intensive industries in strategic sectors- the so called ‘Core 

industrial Projects, notably iron and steel, paper, fertilizer, petrochemicals, oil 

refineries, machine tools, liquefied natural gas and aluminum smelting (Ikpeze 

et al, 2004). In all these, the strategy emphasized the import substitution 

strategy, the promotion of indigenous manpower development schemes and to 

indigenous ownership of industrial investments. The Nigerian Enterprises 

Promotion Board and he Bank of Commerce and Industry were all set up at 

this time to facilitate Nigerian entrepreneurs. 

(d) The Decade of the 1980’s and the Structural Adjustment Era (1980-1989), 

The 1980’s which also coincided with the fourth national Development Plan 

(1981-1985) was a bitter period with the collapse of the oil prices in the 

international market which necessitated the Economic Stabilization Act of 

1982 /1983 and subsequently the Structural Adjustment Programme (SAP) in 

1986. The Economic Stabilization Act which yielded no or very minimal 

results contained reforms in exchange controls, fiscal and monetary policies 

including the re-introduction of pre-shipment inspection for spare parts and 

raw materials, banning the importation of certain items including frozen 

chicken and the removals of 29 other items from general license o specific 

import licensee, introduction of import duties or increase in the rates of 49 

import items among others (Dagogo, 2014).  

SAP was introduced to roll back government presence and increase private 

sector presence based on market principles and competition. Thus, the 

privatization and commercialization programme, the liberalization of aspects 

of the economy including interest rates and bank credit, as well as exchange 

rates was all intended to foster a competitive private sector.  In addition, the 

government abolished the import licensing regime under a trade liberalization 

policy which caused massive importation of all sorts of commodities thus 

reducing protection of the local industries. 

In a surprise twist of policy during this era, government for the first time 

produced a formal and explicit industrial policy in 1988. This policy titled 

‘Industrial Policy of Nigeria: Policies, Incentives, Guidelines and Institutional 
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Framework’. This policy contained several strategies including; promoting 

increased private sector participation in the industrial sector, privatizing and 

commercializing government holdings in the existing industrial enterprises, 

playing catalytic role in the establishment of new core industries, improving 

infrastructural facilities, improving regulatory environment, establishing clear 

set of industrial priorities and harmonizing policies at the federal, state and 

local government levels (Iwuagwu, 2011).Unfortunately by 1989, this policy 

was jettisoned by the Federal Ministry of Industry as many Nigerians are 

believed to have hated the policy eventhough it was hailed by some foreign 

partners (Obikili, 2014). 

(e) The Period Leading to Civilian Rule (1990-1999) 

The first National Rolling Plan (1990-1992) had a component of an industrial 

plan aimed at promoting the development of an efficient industrial system. 

Also, contained in the first rolling plan was the privatization of public 

enterprises through the ‘Technical Committee on Privatization and 

Commercialization’. The plan also contained strategies to grow and support 

small scale industries through the establishment of industrial estates and 

entrepreneurial development programs (EDPs) which was aimed at developing 

a corps of entrepreneurs needed for successful implementation of the small-

scale industrialization strategy. 

Two significant things for industrial development happened during the Second 

National Rolling Plan. Frist in 1995, the Nigerian Investment Promotion 

Commission (NIPC) was established to promote, coordinate and monitor all 

investment in Nigeria. Second, between 1996 and 1997, some Industrial and 

Technical Research Institutes (including Federal Institute of Industrial 

Research, Oshodi, Project Development Institute, Enugu and Raw Materials 

Research and Development Centre, Abuja) were established in the country to 

provide technological support for industrial activities especially manufacturing 

establishments. 

(f) The Early Civilian Rule Period (2000-2006) 

The early years of civilian rule in Nigeria as from May 1999, witnessed several 

new strategies targeted at industrial development. In 2001, the Bank of 

Industry (BOI) was created as a merger of the Nigerian Economic and 

Reconstruction Fund (NERFUND), the Nigerian Bank for Commerce and 

Industry (NBCI) and the Nigerian Industrial Development Bank (NIDB) as a 

primary development financial institution in Nigerian for lending to Industries 

(Iwuagwu, 2011).Similarly, in the same year, the Nigerian Agricultural, 

Cooperative and Rural Development Bank (NACRDB) was set up to facilitate 

the availability of primary industrial inputs though the provision of medium to 



207  africanscholarpublications@gmail.com                                                                               

 2022 

 

long term funds for agriculture and agro-allied industries (Dagogo, 2014).In 

2002, the government launched the Small and Medium Industry Equity 

Investment Scheme (SMIEIS) which mandated banks to dedicate 10 percent 

of their annual profit for equity investment in small and medium enterprises. 

In 2003, another industrial policy (the second formal one) was introduced, just 

four years after the termination of the first one that existed only between 1988 

and 1989. The objective of the new policy per the Federal Ministry of Industry 

was to ‘accelerate the pace of industrial development by radically increasing 

value added at every stage of the value chain’. By this policy, the government 

proposed to focus on improving Total Factor Productivity by pursing 

knowledge and skill intensive production on the basis of available best 

practices. 

In a bid to embrace free market capitalism and move away from state 

intervention policies, the civilian government of Obasanjo produced the 

‘National Economic Empowerment and Development Strategy (NEEDS) in 

2004. This policy document placed a lot of emphasis on small and medium 

scale enterprises especially the establishment of Enterprise Clusters (Uzor, 

2014). In line with the National Development Policy, NEEDS, the Small and 

Medium Enterprise Development Agency was also established in 2004 

eventhough its Act was passed in law by the end of 2003. The agency has the 

responsibility for promoting and facilitating the development of programmes 

in the Small and Medium Scale Industries Sub-sector in Nigeria. 

 

The Explicit Industrial Policy Regime: 

This phase is an era of full return to industrial policies, strategies and plans. 

There has thus been a plethora of government initiatives (policy and 

institutional reforms) targeted at the industrial sector.  The regime can also be 

categorized into two phases; first when the economy was buoyant and oil prices 

were still high (2007-2012) and the economic recessionary era (2013-2017). 

(g) The New Economic Growth Inspiring Years (2007-2012) 

First, early in 2007, there was an institutional restructuring with the merger of 

the Federal Ministry of Commerce and the Federal Ministry of Industry to form 

the Federal Ministry of Commerce and Industries mainly to emphasize the 

business end of industrialization especially for small and medium firms. 

Second, at the policy level, the first-ever National Policy on Micro, Small and 

Medium Enterprises (MSMEs) was developed and launched in July, 2007 and 

it outlined key objectives, strategies and programmes for influencing the 

development of MSMEs. 
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Also in 2007, the Federal Ministry of Commerce and Industry adopted 

formally the ‘Cluster Concept’ as part of a new industrial development 

strategy. The cluster concept is to operate in five planks: Free trade zones; 

Industrial Parks; Industrial Clusters; Enterprise Zones and Incubators and the 

central idea is to create a community of businesses located together in which 

members would seek enhanced environmental, social and corporate 

performance towards effective global trade competitiveness (Iwuagwu, 2011). 

According to Dagogo (2014), through the support of UNIDO, four clusters; 

Nnewi Automobile SME cluster, Aba Shoe and Leather products SME clusters 

and the Kano leather cluster were established in the first instance. 

The Federal government also in 2007 adopted the ‘National Integrated 

Industrial Development (NIID) Blueprint’ which is a service framework, while 

the Lagos, Kano, Aba and Port-Harcourt (LOKAP) Industrial plan was also 

developed to give further impetus to the cluster enterprises. A Presidential 

Committee on the ‘Revival of the Textile Industry in Nigeria’ was set up in 

early 2007 and submitted its report within the year with several 

recommendations including the funding by the Central Bank. 

(h) The Economic Decline and Recessionary Era (2013-2017) 

Between 2013 and 2017, a plethora of polices and strategies for industrial 

development have been unleashed by the government. These include; the 

Nigerian Industrial Policy (2013) by the Federal Ministry of Industry, Trade 

and investment, the Nigerian Enterprises Development Programme –NEDEP 

(2014), the Revised National Policy on Micro, Small and Medium Enterprises 

(2014) by the Small and Medium Enterprises Development Agency of Nigeria, 

the Nigerian Industrial Revolution Plan – NIRP (2014), the ‘Presidential 

Advisory Committee on Nigeria Industrial Revolution Plan’, the Nigerian 

Industrial Policy and Competitiveness Advisory Council (2017). First, the 

Industrial Policy of 2013 was aimed at liberalizing the industrial space by 

removing constraints to private investment in key industrial activities; reducing 

the cost of doing business and creating conditions attractive to foreign direct 

investment in selected sectors of the economy.  

The Revised National Policy on ‘Micro, Small and Medium Enterprises, 2014’ 

identified 14 special target enterprises/sub-sectors for focus. These include; 

Cottage Agro and Agro Allied Enterprises, Cottage Arts and crafts, Textiles 

and Clothing, Wood Processing and Furniture, Leather and Leather Products 

and others. The Nigeria Industrial Revolution Plan -NIRP (2014) is a five-year 

plan to rapidly build up industrial capacity and improve competitiveness in 

Nigeria and has identified as priority, seven industry groups where it is 

believed the country has comparative advantage; Agro Allied and Agro 
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Processing; Metals and Solid Minerals Processing; Oil and Gas related 

industries; Construction, Light Manufacturing and Services. Similarly, the 

Nigerian Enterprises Development Programme- NEDEP is aimed at 

addressing the barriers to growth in the identified four priority focus sub-

sectors; Agro-Allied Sector, Metals and Solid Minerals, Oil and Gas Industrial 

Activities; Bulk Consumables and Services. As a component of the NIRP, the 

Automotive Development Policy-ADP’ commenced in 2014 with the signing 

of MOUs between three indigenous vehicle manufacturing companies and 

their foreign partners for the operation of assembly plants for cars, buses and 

trucks. The National Sugar Master Plan also received a boost in 2014 while the 

government also launched the National Cotton, Textile and Garment Policy in 

2014 as part of the NIRP. 

 

Assessing Manufacturing sub-sectors Performance during phases of Industrial 

Policy: Methods. 

In the literature, there have been three main methods to evaluate the impact of 

industrial policies on industrial performance. The first, is to ascertain the effectiveness 

of selective industrial policy by examining the relative performance of the targeted 

industries against those of non-targeted industries (World Bank, 1993; Lee, 1996). 

Second, is to examine the correlation between several industry performance indicators 

(labour productivity, total factor productivity and capital intensity) and selected 

industrial policy instruments (such as tariffs, non-tariff barriers, tax incentives, 

subsidized loans, import quota removal etc.) (see for eg. Kiypot and Okazaki, 2013). 

Third, is to use micro data and industrial surveys to identify the effect of these 

industrial policy programmes/instruments by comparing the ‘treated firms’ with ‘non-

treated firms’ using the randomization technique or the ‘differences in difference’ 

technique (Rodrick, 2008). The main challenges with these approaches as discussed 

by Chang et al (2013) have been the problems of identification, linkages and time lags 

of impact.  

 

Empirical Application:  

Has the performance of manufacturing firms improved because of the explicit 

industrial policies in place in Nigeria? Did firms/ sub-sectors targeted by specific 

industrial policy strategies perform better than others? In answering these questions 

while also avoiding some of the pitfalls of these other methodological approaches, we 

follow a somewhat simple approach. Eventhough we are not able to completely 

resolve the estimation issues usually associated with quantifying the impact of 

industrial policies on firms’ performance and productivity, this simple approach 

provides rich evidence to help draw useful conclusions. The approach thus requires 
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the computation each sub-sector’s performance indicators (annual growth rate of 

output, employment, number of firms or productivity) over several episodes of 

industrial policy and ascertaining and comparing the direction of change (increase or 

decrease) during these sub-periods. 

Apart from the size and direction of change, we also compute the speed of change of 

these same industry performance indicators (especially output growth) and compare 

the results across the different industrial policy regimes. We introduce the speed of 

change analysis to address the challenge of ‘time lags and time scales’ noted by Wren 

(2007) and Chang et al (2013). For instance, what is the amount of time that firms 

require to increase output as a result of say and infant industry policy? The assumption 

we introduce in this research is that the speed of change in output growth for subsectors 

targeted by industrial policy should be higher than others. Similarly, the speed of 

change for most sub-sectors should be higher during the regime of explicit industrial 

policy than during the de-facto regime. 

(a) Size of Change: First, for the two characterized industrial policy regimes, we 

conduct cross-period and cross-industry comparisons on the structure of 

industry sub-sector basic growth rate of GDP as a measure of performance. 

While other performance measures as factor contribution, earnings per worker, 

and capital productivity are also used in literature, data availability on the 13 

sub-sectors within manufacturing in Nigeria for long periods is a challenge. 

Similar approaches have been used by Broadberry and Leuning (2013) for UK 

manufacturing sub-sectors, Kumar (2016) for Indian manufacturing sub-

sectors and Mbate (2017) for Ethiopian Leather sector only. We focus on the 

growth rate of sub-sector GDP (ie between two years) rather than on 

percentage share of GDP in any given year. 

(b) Speed of Change: Second, we calculate the speed of change for each of the 

manufacturing sub-sectors structure (output in the different industrial policy 

regimes. Since we have chosen GDP at current prices as our growth variable, 

we proceed to measure the speed of change consequently by adding up the 

changes in the structure of GDP at current prices. This can be done at the two 

digit level (adding changes in the shares of the aggregate Manufacturing sector 

only) or at the 3-digit level (adding changes in the shares of sub-sectors).  The 

diagnosis of speed of change of the sub-sectors structure (output growth) can 

lead to two different types of analysis and policy conclusions (Aiginger, 2014). 

First, it can trace the impact of government interference in a sector through 

either sectoral planning, industrial policy, structural targeting through how the 

speed of change evolved over time since it is expected that the speed of change 

will higher in sub-sectors that are targeted by the industrial policies than in 

others. In our analysis, the speed of change (in output growth) should also be 

higher during the explicit industrial policy regime than the De-facto industrial 

policy regime.  

 

Following Aiginger (2014), we calculate the indicator for the speed of change in two 

steps: first, we calculate differences between the share of sub-sector in total 



211  africanscholarpublications@gmail.com                                                                               

 2022 

 

manufacturing over period starting in year (t-n) and ending in the final year (t). Then, 

we sum for each sub-sector for the period and sum for all sub-sectors for the time 

period. Each change for a sub-sector’s share contributes to the indicator, independent 

of its direction (plus or minus).  

 

Speed of change =∑i│ ai, t-ai, t-n│, where a I, t, a I, t-n are shares in final year, starting 

year for sub-sector i 

 

The variable we use is the same GDP at current basic prices (also used in calculating 

the growth rate), and the shares of each sub-sector is calculated as part of the 13 sub-

sectors manufacturing).  

 

Results and Evidence: 

In this sub-section, we present the average manufacturing sub-sectors performance 

during various phases of industrial policy. Table 1 shows the average annual growth 

rates of the manufacturing sub-sectors output during six sub-periods (which is the 

varying phases of industrial policy discussed in section 3). Thus, 1980-1989-phase d 

(the decade of the 1980’s and SAP); 1990-1999-phase e (the period leading to civilian 

rule); 2000-2006 –phase f (the early civilian rule period); 2007-2012 – phase g (the 

New economic growth inspiring years); 2013- 2016- phase h (the economic decline 

and recessionary era). For the 1980-89 era, we also separate the period 1980-1987 and 

1988-1989, the latter meant to capture the specific period when the first ever explicit 

industrial policy was introduced and implemented. The earlier phases of a- c as 

described in section 3 of this paper are not covered in this analysis because of the non-

availability of data for all manufacturing sub-groups. 

We obtain our data from several complimentary publications of the National Bureau 

of Statistics. Our measure of output is the GDP at Current Basic Prices for the 

Manufacturing Sub-sectors as provided by the National Bureau of Statistics (National 

Accounts Division) for the periods 1981- 2016. The employment data for the few 

available years of the manufacturing sub-sectors are also obtained from manufacturing 

surveys conducted by the National Bureau of Statistics in specific years. 

Table 1: GDP at Current Basic Prices for the Manufacturing Sub-sectors (Annual 

Growth rates) 

 1980-

1987 

(phase d 

-i) 

1988-1989 

(phase  d- 

ii) 

1990-

1999 

(phase 

e) 

2000-

2006 

(phase f) 

2007-

2012 

(phase 

g) 

2013-2016 

(phase h) 

Oil Refining 0.50 1.10 0.45 0.59 0.08 0.07 

Cement 0.73 -0.14 0.16 0.25 0.16 0.23 

Food, Beverage and 

Tobacco 

0.06 0.57 0.27 0.14 0.15 0.09 

Textile, Apparel and 

Footwear 

0.09 0.28 0.25 0.14 0.3 0.22 
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Wood and Wood 

Products 

0.07 0.28 0.27 0.14 0.14 0.11 

 Pulp and Paper 

Products 

0.07 0.28 0.27 0.17 0.15 0.21 

Chemical and 

Pharmaceuticals 

0.08 0.28 0.27 1.14 0.25 0.30 

Non-Metallic Products 0.09 0.28 0.27 0.90 0.25 0.49 

Plastic and Rubber 

Products 

0.08 0.28 0.25 0.14 0.40 0.25 

Electrical and 

Electronics 

0.08 0.29 0.46 0.16 0.24 0.05 

Basic Metal, Iron and 

steel 

0.07 0.28 0.15 0.14 0.36 0.12 

Motor Vehicles and 

Assembly 

0.08 0.28 0.26 0.14 0.20 0.10 

Other Manufacturing 0.09 0.28 0.27 0.14 0.23 0.17 

Total Manufacturing 0.09 0.30 0.26 0.16 0.17 0.17 

Source: Computed from NBS National Accounts Data 

 

Starting from the aggregate manufacturing data, basic growth rate is highest during 

phase d(ii) and phase e , which corresponds to the periods 1988-1989 and 1990-1999 

and worst in phase d(i) which is the period 1980-1987. Looking at the yearly growth 

rates for aggregate manufacturing (appendix 1), it is highest in 1994, 1988, 1993 and 

2011.  

Moving to the sub-sectoral manufacturing breakdown in table 1, more puzzles show 

up. During the period, 1980-1987 (phase d-i), cement sub-sector followed by the oil 

refining sub-sector had the highest average growth rates, while in the 1988-1989 

period, oil refining and food, beverage, tobacco ranked as the highest two respectively. 

In the period, 1990-1999, electrical and electronics followed by oil refining ranked the 

highest in terms of output growth rates while in the period 2000-2006, the growth rate 

of chemical and pharmaceuticals sub-sector as well as the non-metallic products were 

above the other sub-sectors. During phase g, 2007-2012, the average growth rate for 

all sub-sectors looks low (just like the 1990-1999 phase) eventhough the plastic and 

rubber products sub-sector and Basic Metal lead others. The growth rates are also low 

for the 2013-2016 period, but the non-metallic products sub-sector and the 

chemicals/pharmaceuticals sub-sector lead others in growth.  It is clear from table 1 

that five sub-sectors (textile, apparel and footwear; wood and wood products; pulp and 

paper products; motor vehicles and assembly; other manufacturing) never ranked in 

the highest two in all the phases. 
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The yearly basic growth rates in appendix1 seem to corroborate this evidence. For 

many years the oil refining sub-sector followed by cement seems to dominate other 

sub-sectors in terms of yearly growth rates in the manufacturing sector. This 

dominance somewhat changed slightly in the years, 2011, 2012 and 2014 when such 

sectors as textile, apparel and footwear; chemical and pharmaceuticals and non-

metallic products showed strong potentials. 

The key question is; does the performance of the aggregate manufacturing sector or 

the sub-sectors in these sub-periods reflect the characteristic of the industrial policy 

regime in place? The results look mixed as the output growth rate of the manufacturing 

sub-sectors do not strictly respond to the industrial policy changes. The evidence in 

some cases show possible roles of explicit industrial policy in influencing the 

performance of the manufacturing sub-sectors but in many other cases, the role of 

industrial policy is not evident. First, as shown in table 1, aggregate manufacturing 

performance looks even better during the de-facto Industrial policy regime rather than 

the explicit industrial policy regime (except for 1988-1989 when a formal explicit 

industrial policy regime was implemented briefly. Second, some of the focus sectors 

emphasized by specific industrial policy strategies rarely performed better than others. 

For instance, as part of the NIRP in 2014, there was an automotive development policy 

which did not significantly affect the motor vehicles and assembly sub-sector as its 

growth rate slumped between 2012 and 2014/2015. Similarly NEDEP 2014 

emphasized Basic metals as part of the four priority sub-sectors, but surprisingly, the 

growth rate shrank between 2014 and 2015/2016. Event the textile, apparel, and foot 

wear sub-sector which received support through explicit polices in 2007 such as the 

‘Presidential Committee on Revival of Textile Industry’ and the 2007 cluster policy 

(Aba Shoe and Leather products SME clusters and the Kano leather cluster) did not 

significantly affect the growth of the textile, apparel and footwear sub-sector from 

2008 up to 2010, but surprisingly the sub-sector experienced high growth rates in 2011 

and 2012. 

Leaving the basic growth of GDP as a performance indicator, we now look at 

employment as another indicator of sub-sector performance. We have challenges here 

because the employment data for all 13 manufacturing sub-sectors are not readily 

available for all the years since the National Bureau of Statistics conducts 

manufacturing surveys only in selected years. We have fairly sufficient data for the 

periods 1994/ 1995 (De facto industrial policy regime) and 2011/2012 (explicit 

industrial policy regime.). Using these available data, we compare the performance of 

aggregate manufacturing over these two regimes as well as the performance of the 

sub-sectors in the same sub-periods. Table 2 shows the employment for each sub-

sector for the two regimes. 
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Table 2: Employment in the Manufacturing Sub-sectors (number of persons) 

 Total No of Persons Engaged Total No of Persons Employed 

 1994 

(De 

facto 

regime) 

1995 

(De 

facto 

regime) 

2011 

(Explicit  

regime) 

2012 

(Explicit 

regime) 

1994(De 

facto 

regime) 

1995(De 

facto 

regime) 

2011 

(Explicit 

regime)) 

2012 

 (Explicit 

regime)) 

Oil Refining         

Cement         

Food, Beverage 

and Tobacco 

66,985 55,249 549,267 311,892 63,669 52,409 456,507 205,124 

Textile, Apparel 

and Footwear 

152,717 96,674 69,218 71,587 133,527 86,109 38,157 40,199 

Wood and Wood 

Products 

23,269 12,400 39,165 38,475 19,072 10,708 27,259 27,348 

 Pulp and Paper 

Products 

13,329 12,338 219,486 221,944 10,978 11,956 197,204 201,507 

Chemical and 

Pharmaceutical

s 

37,891 26,711 1,245,339 1,397,163 35,719 26,023 1,102,469 1,137,729 

Non-Metallic 

Products 

21,961 21,992 84,070 86,936 21,558 21,709 76,949 74,724 

Plastic and 

Rubber 

Products 

  111,530 122,211   96,643 107,280 

Electrical and 

Electronics 

  11,282 11,838   11,060 11,594 

Basic Metal, Iron 

and Steel 

4,730 4,259 112,910 116,292 4,689 4,244 73,178 75,270 

 Fabricated 

Metal Machinery 

39,249 21,021 37683 20,618 

Motor Vehicles 

and Assembly 

  280,910 290,849   273,682 282,614 

Other 

Manufacturing 

3,430 2,566 306,708 311,892 1,658 2,566 202,076 205,124 

Total 

Manufacturing 

363559 253,210 3,029,884 2,98102 329561 236,33 2,555,184 2,368,514 

National Bureau of Statistics (Annual Abstract of Statistics, 1999 and Nigerian 

Manufacturing Sector Report, 2014) 

We compute the labour productivity for each sub-sector (LPtysi) by dividing each sub- 

sector’s GDP at Naira current market price by the corresponding level of employment 
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for the periods 1994/1995 (the De facto Industrial Policy Regime) and 2011/2012 

(explicit Industrial policy regime). Thus; 

𝐿𝑃𝑡𝑦(𝑠𝑖) =   
𝐺𝐷𝑃𝐴𝑠𝑖

𝐿𝑠𝑖
   ----- --  

In Ethiopia, Mbate (2017) as an additional performance measure computed the average 

monthly earnings and average monthly distribution of earnings for each sub-sector in 

addition to the number of employment as measure of industrial performance. 

 

Table 3: Labour Productivity across two Industrial Policy Regimes. 

 De Facto Industrial Policy 

Regime 

Explicit Industrial Policy 

Regime 

 1994 1995    2011 2012 

Food, Beverage 

and Tobacco 

3.93 5.4 5.8 15.4 

Textile, Apparel 

and Footwear 

0.28 0.5 15.9 23.0 

Wood and Wood 

Products 

0.70 1.4 5.1 6.5 

Pulp and Paper 

Products 

0.24 0.2 0.15 0.16 

Chemical and 

Pharmaceuticals 

0.07 0.1 0.03 0.06 

Basic Metal, Iron 

and Steel 

1.0 1.3 1.4 1.8 

Other 

Manufacturing 

7.6 5.0 0.85 1.1 

Total 

Manufacturing 

1.4 1.7 1.7 2.3 

Source: computed using National Bureau of Statistics Data (national accounts and 

manufacturing surveys). 

 

Tables 2 and 3 provide interesting revelations. First between 1994 and 1995 as well as 

between 2011 and 2012, there were declines in the number of employment but with a 

larger percentage decline in the latter period (coinciding with explicit industrial policy 

regime). The striking results are with Textile, Apparel and Footwear, as well as 

Chemicals and Pharmaceuticals. In 1994, a total of 133,527 persons were employed 

in the Textile, Apparel and Footwear sub-sector, but by 2012, the number had 

diminished to 40,199. In contrast, for the Chemical and Pharmaceutical sub-sector, 

35,719 persons were employed in 1994, but by 2012, this number had jumped 



216  africanscholarpublications@gmail.com                                                                               

 2022 

 

astronomically to 1,137,729. In 1994 and 1995, Textile, Apparel and Footwear sub-

sector had the highest number of employees followed by Food Beverages and tobacco 

as the second highest. This story changed in 2012, when the Chemical and 

Pharmaceutical sub-sector had the highest number of employees with Motor Vehicles 

and Assembly sub-sector as the second highest. 

The computations of labour productivity in Table 3 show that between 1994 and 2012, 

that average productivity declined for Pulp and Paper products as well as Chemical 

and Pharmaceutical sub-sectors while it increased for the other sectors. The aggregate 

manufacturing only had minimal increases in labour productivity during these same 

time periods. Kiyota and Okazaki (2013) observe that both real value added, 

employment and labour productivity increased after the removal of import quota in the 

Japanese Industrial Policy but note that the results look insignificant and may simply 

reflect factors other the removal of the import quota. 

Is the speed of change in output growth for sub-sectors targeted by industrial policy 

higher than other sub-sectors? Moreover, is the speed of change higher during the 

regime of explicit industrial policy than during the de-facto regime? We now compare 

our computed indicator of the speed of change (which is the absolute sum of all 

changes in the GDP shares of each sub-sector) for each sub-sector and in each sub-

period. Thus for the sub-period 1981-1987, the indicator of the speed of change is the 

sum of all available changes in the sub-sector shares between 1981 (first year) and 

1987 (last year). This is repeated for all other sub-periods; 1988-1989, 1990-1999, 

2000-2006, 2007-2012, 2013-2016. 

In figure 1, we plot the speed of change for all sub-sectors and the aggregate 

manufacturing sector in the six sub-periods. 

 
Computed by the Author from NBS Data 
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What is clear from figure 1, is that the speed of change is highest in the period 1981-

1987 than any other period even more than the regime of explicit industrial policy 

(2007-2012 and 2013-2016). A possible explanation for this may be the sudden change 

in the performance of firms and industries during the Structural Adjustment era. This 

is more so since each difference in share is counted when calculating the speed of 

change whether it is positive or negative. One other expectation is that the Textile, 

Apparel and Footwear as well as Motor Vehicles and Assembly sub-sectors were both 

increasing in share at a fast pace when compared to other sub-sectors especially during 

the period when certain industrial policies favoured them (2007-2012 and 2013-2016). 

Such a speed ‘of increases in shares’ are however not significant as it is difficult to 

observe major differences in the sub-sectors. 

As a check for accuracy, we test the correlation between our computed basic growth 

rates and the speed of change. The expectation is that sub-sectors with the highest 

basic growth rates will be the same as those with the high speed of change. The sub-

sector’s pattern of basic growth rates to some extent matches the sub-sectors’ speed of 

change, and even where there are differences such as oil refining, it still looks very 

minimal. 

 

Comparative Analysis of Manufacturing Sector Performance. 

The foregoing analysis suggests that the performance of the manufacturing sub-sectors 

did not significantly alter with industrial policies whether fully targeted or not.  A 

necessary analysis is to put the performance of the Nigerian manufacturing sector in 

comparative perspective. First, did other sectors such as agriculture, mining and 

quarrying perform better than the manufacturing sector? Second, did the 

manufacturing sector in other countries perform better than Nigeria during these same 

periods? We focus here on aggregate sector data only. 

(a) Manufacturing and other key sectors in Nigeria 

 
Computed by the Author from NBS Data 
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The basic growth rates in agriculture as well as mining and quarrying remained higher 

than manufacturing in many of the sub-periods except for 2013-2016. This may also 

have coincided with the economic recessionary years with slowdown in oil related 

activities. 

In figure 3, we compare the concentration index (HHI) for these three key sectors; 

Agriculture, Mining/ Quarrying and Manufacturing. With the HHI, we measure the 

extent to which a sector is dominated by a few sub- sectors (ie if a monopoly exists) 

and can be calculated as follows; 

Hirschmann-Herfindahl Index=∑ 𝑆𝑖
2𝑛

𝑖=1
 

Where Si is the share of GDP by sub- sector i in total sector GDP). The value of the 

indexes ranges from zero to one. A sector which is perfectly diversified will have an 

index close to zero.  

Figure 3: Average HHI for the different sectors. 
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sub-sectors would dominate others in terms of market share. This appears not to have 

been the case in Nigeria. 

(b) Manufacturing in Nigeria versus other countries. 

We next turn our attention to comparative analysis of the Manufacturing sector in 

Nigeria and other countries both in African and other developed/emerging non-African 

Countries. 

 

Table 4: Evolution of value added of manufacturing in selected African Countries, 

1990-2015 

 1990 2000 2005 2010 2015 

Cameroon 14.5 20.8 29.9 16.2 14 

Gabon 6.4 4.4 4.8 4.9 6.9 

Ethiopia 6.4 5.5 4.8 4.1 4.8 

Kenya 11.8 11.6 11.8 12.6 11.4 

Algeria 11.0 6.2 4.8 4.5 4.7 

Egypt 11.8 19.4 18.3 16.9 16.6 

Angola 5 3.7 3.9 4.6 5.4 

South 

Africa 

23.6 19 18.1 14.4 13.2 

Ghana  9.6 10.1 9.5 7 5 

Nigeria 5.5 3.7 2.8 6.6 9.5 

Source: Derived from AfDB, OECD and UNDP (2017: 177) African Economic 

Outlook 

 

Table 4 shows that the value added of manufacturing sector remains small eventhough 

there were increases in 2010 and 2015 which also corresponds partly with figure 2. 

Interestingly key oil producing countries in Africa such as Gabon, Angola and Nigeria 

all have single digit value added of the manufacturing sector and much lower than 

Cameroon, Egypt, Kenya and South Africa. These countries with higher value added 

of the manufacturing sector also have industrial policies in place just like Nigeria, 

Gabon and Angola. For instance, South Africa currently have an ‘Industrial Policy 

Action Plan 2014-2017’ in place, while Kenya has the ‘Kenya National Industrial 

Policy Framework 2010 ‘in place. Similarly, in Egypt there is an industrial 

development strategy, 2010-2015 (AfDB, OECD and UNDP (2017: 189).  

We also compare manufacturing performance in Nigeria with some other developed 

and developing economies especially those that have been largely identified in 

literature as successful with industrial policies. This is presented in table 5 but for only 

two years, 2006 and 2011. 
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Table 5: Indicators of Manufacturing Performance (Nigeria versus 

developed/emerging countries) 

 Manufacturing 

value added per 

capita ($) 

 Share of 

manufacturing 

value added in 

GDP (%) 

Share of World 

Manufacturing 

value added (%) 

Share of 

medium and 

high 

technology 

activities (%) 

Country 2006 2011 2006 2011 2006 2011 20016 2011 

Argentina 1097 1396 21.53 20.60 0.54 0.65 25.84 25.84 

Brazil 737 779 15.11 13.60 1.74 1.76 33.27 34.97 

Canada 4764 3867 13.33 10.77 1.96 1.52 37.34 37.35 

China 631 1063 32.62 34.15 10.44 16.42 41.29 40.70 

India 116 158 14.78 14.89 1.70 2.25 36.14 37.27 

Japan 8006 7347 21.80 20.53 12.74 10.70 53.36 53.70 

Korea Rep of 4770 6046 25.37 27.74 2.84 3.36 54.65 53.41 

Malaysia 1639 1673 29.84 26.73 0.55 0.55 48.95 41.76 

Netherlands 5116 5094 12.69 12.26 1.05 0.97 39.73 40.07 

Pakistan 129 142 17.90 18.04 0.26 0.29 24.57 24.57 

Singapore 8027 8966 26.35 26.24 0.45 0.53 77.80 73.41 

USA 5901 5714 13.70 13.50 22.25 20.52 48.25 51.52 

UK 4518 3882 11.69 10.32 3.44 2.78 42.33 41.99 

Nigeria 24 32 2.89 3.08 0.04 0.06 33.44 33.44 

South Africa 897 897 16.62 15.19 0.55 0.52 23.47 21.24 

Ghana 44 45 8.48 6.70 0.01 0.01 0.80 0.80 

Source:  UNIDO (2013) Industrial Development Report 

 

It is clear from table 5 that for all the countries reviewed only Nigeria and Ghana had 

single digit share of manufacturing value added in GDP for the two years. This is the 

same for Manufacturing value added per capita which was lowest in Nigeria. 

Interestingly, countries such as Korea Republic, Singapore, Japan, China and Brazil 

often cited as success cases of industrial policy regimes also have high levels of 

manufacturing value added in GDP. 

 

Getting Industrial Policy to Work in Nigeria. 

The foregoing analysis suggests that the impact of industrial policies seems not to have 

been very significant even for targeted firms and sub-sectors. Eventhough there are 

some shortcomings of the methodological approach in asserting causality, but the 

evidence is copious enough to make sincere deductions. The evidence and results 
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seems not to have changed much from the conclusions reached in earlier studies that 

analyzed the impact of industrial strategies in the 1970’s and 1980’s for Africa (Soludo 

et al, 2004) and in Nigeria (Ikpeze et al, 2004), Uzor, 2014).  

The question now is; how can industrial policy be more effective in Nigeria? Can 

industrial polices be designed and implemented in a way to spur firm level 

performance in Nigeria. The literature is rich with suggestions on how industrial policy 

can be more effective in Africa especially learning from several advanced and 

developing countries that have successfully implemented industrial policies. As 

UNIDO (2013) however suggest, ‘the industrial policy process can look very different 

in one country than in another, and industrial policy should not follow a universal 

blueprint’. There are useful lessons from suggestions by Robinson (2009), UNCTAD 

(2011), UNIDO (2013), UNCTAD (2016) amongst several others. 

For Nigeria, two key areas need to be re-emphasized if the benefits of industrial policy 

are to be realized; 

• Strengthening the current tools of industrial policy in Nigeria 

• Integrating and aligning industrial policy and other policies (macroeconomic, 

structural etc). 

We shall briefly discuss some possible options within these two highlighted areas. 

 

Strengthening the current tools of industrial policy in Nigeria 

Four main areas which have also been identified in literature as weaknesses of current 

industrial policy in several developing countries also apply to Nigeria. These will 

include; ensuring a combination of vertical and horizontal industrial policies, 

strengthening learning and skill formation capabilities, strengthening political 

leadership and industrial policy management capabilities. 

Usually, vertical policies target firms, sectors or activities, while horizontal policies 

aim at improving the larger economic enabling environment including transport, 

energy, financing, security and access to educated workforce. The combination of 

these policies is critical for success in sub-Sahara Africa given the fact that most of 

the countries are still predominantly poor and rural, with less developed markets and 

institutions and unfortunately these are where most of the small industries operate. The 

policy mix and sequence of reforms will however be tailored to the individual country 

conditions, considering resource endowments. Geography and level of institutional 

development (UNCTAD (2016). There are several past studies that have documented 

the limitations often posed by horizontal policies for manufacturing performance. 

The strengthening of political leadership is key enabler for industrial policies to work 

especially for Sub-Sahara African countries where governance and institutional 

deficits are pervasive. Robinson (2009) note that ‘the successful promotion of industry 

requires change in the political equilibrium in such a way as to align the incentives of 



222  africanscholarpublications@gmail.com                                                                               

 2022 

 

the political powerful with those of the society’. The successful industrial policy of 

East Asian Countries according to him reflects the very different political equilibrium 

which emerged historically in this part of the world compared to Latin America or 

Sub-Sahara Africa. These views corroborate earlier arguments by Rodrick (2004) and 

Lall (2004). According to Rodrick (2004), it is absolutely essential for high ranking 

government officials to be responsible for industrial policy so that they can be held 

accountable if these policies fail. In the 1970’s, the president of the Republic of Korea 

took the lead role in championing the country’s industrial policies and strategies. 

According to Lal (2004) the importance of industrial policy in East Asia was partly 

reflected in the power vested in the ministries responsible for the sector. In Singapore 

for instance, ‘the management of industrial policy and FDI targeting has been 

centralized in the powerful Economic Development Board’. 

Recent developments in Nigeria seems to suggest a critical move towards strong 

political leadership for industrial policy. For instance, the ‘Presidential Advisory 

Committee on Nigeria Industrial Revolution Plan’, the Nigerian Industrial Policy and 

Competitiveness Advisory Council (2017) are good indicators of evolving political 

leadership. However, the consistency of such initiatives especially in the long run just 

like in the Republic of Korea is critical. 

Closely related to the issue of political leadership is the capacity gaps which are often 

of two forms; the industrial policy management capabilities of the public sector and 

second, the human capital shortfall of the manufacturing firms. On the first one, 

Altenburg (2011)highlight that ‘the key problem of industrial policy in poor 

developing countries is that, while the need to correct market failures is much greater 

than it is in highly developed societies, the ability of the public sector to tackle such 

failures is also much more limited'. The capacities often needed in the public sector 

according to Altenburg (2011) include, analytical capacity to thoroughly diagnose 

industrial performance, constraints and potentials; decision making capacities and 

implementation capacities. The second form of capacity gaps are those inherent in the 

manufacturing firms. UNCTAD (2011) note that manufacturing firms need reliable 

access to labour with appropriate skills to produce high quality goods that can survive 

competition in international markets. As such, policies aimed at increasing human 

capital should be designed to improve the quality of human capital as well as respond 

to the needs of the industry. 

The lack of capacity for innovation has also been identified in a recent manufacturing 

sector survey in Nigeria (CSAE, 2106). This is often caused by the low levels of 

investment in Research and Development. 

 

Integrating and aligning industrial policy and other policies (macroeconomic, 

structural etc). 

UNCTAD (2011) note clearly that ‘industrial policy is likely to be ineffective in the 

absence of complimentary polices. Such complimentary policies may include trade 

policy, exchange rate policy, foreign direct investment policy, monetary and fiscal 
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policies and sometimes competition policy.  According to UNIDO (2013), successful 

countries with industrial policy such as China and Republic of Korea previously used 

trade policy instruments to restrict imports but a much later time, replaced it with non-

tariff barriers. Similarly, macroeconomic policy involving interest rates and exchange 

rates should be critical components of an integrated industrial policy package. As is 

well described in literature, low interest rates and an undervalued exchange rate can in 

many cases support the development of domestic manufacturing firms. In Rodrick 

(2008)’s analysis, closely monitoring the real exchange rate and keeping it 

undervalued to support the tradeable sector, primarily manufacturing has featured in 

almost all successful catch-up countries.  Zalk (2015) note that even when South 

Africa embraced a proactive industrial policy regime through the ‘National Industrial 

Policy Framework’ and the Industrial Action Plan’ both of which are aimed at 

structural transformation but were frustrated by the existing tight monetary policy. 

The CSAE (2016) survey also find out that the increase in costs of imports occasioned 

by the depreciation of the Naira in the foreign exchange market coupled with increases 

in the cost of credit and energy raised production costs and constrained manufacturing 

capacity utilization and output, leading to low growth of some sub-sectors and outright 

contraction of others. The challenge thus for policy makers in Nigeria is to ensure that 

these complementary policies align with the current ‘Nigeria Industrial Revolution 

Plan’. Expectedly, the new ‘Economic Growth and Recovery Plan’ should align the 

trade, labour, macroeconomic policies with the new industrial polices.  This 

interconnection is not fully present and may be limiting severely the performance of 

manufacturing firms. 

 

Conclusions: 

This paper is an attempt to analyze the impact of industrial policy on the performance 

of the manufacturing sub-sectors in Nigeria. We have reviewed historically the various 

episodes of industrial policy in Nigeria and the events that characterized them. In 

addition, we computed several indicators of manufacturing sub-sectors performance 

during these episodes. There are however challenges of establishing causality and 

identification especially since firm performance are not only affected by industrial 

policy (when they exist), but by other key economy related policies.  We however rely 

on the simple statistical measures to make deductions on correlation and linkages. 

The evidence does not suggest significant improvement in manufacturing performance 

even when explicit industrial policy is used. In cases when targeted sub-sectors are 

identified in the policy, the differences in performance are still not significant but in 

some few cases, targeted sub-sectors performance seem to respond to the industrial 

policy regime. The rate of growth of most manufacturing sub-sectors even those that 

were targeted did not change much positively with the implementation industrial 
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policy. Really, in some cases firms performed better under a ‘de facto industrial policy 

regime than an explicit industrial policy regime.  

These findings do not in any way diminish the role and importance of industrial policy 

on manufacturing growth. As Rodrick (2008) state, the debate has moved beyond 

whether industrial policies should be considered or not at all, to how these policies 

should be designed and implemented for good performance of firms. In this regards, 

the use of complementary horizontal polices as well as other macroeconomic policies 

to complement the industrial policy is very key if significant success is to be recorded 

from industrial policy experiments in Nigeria. 
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Appendix 1 a: Real Output Manufacturing Sub-sectors (Annual Growth rates) 

 1982 1983 1984 1985 1986 1987 1988 1989 

Oil Refining -0.02 0.30 0.07 0.66 -0.56 3.2 0.24 1.97 

Cement 0.31 -0.63 -0.34 4.83 0.35 -0.11 -0.86 0.57 

Food, Beverage and Tobacco 0.06 0.13 -0.12 0.26 -0.09 0.14 0.48 0.09 

Textile, Apparel and Footwear 0.06 0.13 -0.12- 0.26 0.09 0.14 0.48 0.09 

Wood and Wood Products 0.06 0.13 -0.12 0.26 0.09 0.14 0.48 0.09 

 Pulp and Paper Products 0.06 0.14 -0.12 0.21 0.07 0.14 0.48 0.09 

Chemical and Pharmaceuticals 0.06 0.14 -0.12 0.26 0.01 0.14 0.48 0.09 

Non-Metallic Products 0.06 0.14 -0.12 0.26 0.07 0.14 0.48 0.09 

Plastic and Rubber Products 0.06 0.13 -0.12 0.26 0.01 0.14 0.48 0.09 

Electrical and Electronics 0.05 0.14 -0.12 0.28 0.03 0.14 0.48 0.10 

Basic Metal, Iron and steel 0.03 0.13 -0.12 0.26 0.03 0.14 0.48 0.09 

Motor Vehicles and Assembly 0.06 0.13 -0.12 0.26 0.03 0.14 0.48 0.09 

Other Manufacturing 0.06 0.13 -0.12 0.26 0.08 0.14 0.48 0.09 

 
Appendix 1 b: Real Output Manufacturing Sub-sectors (Annual Growth rates) 

 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 

Oil Refining 0.02 0.36 1.02 -0.03 -0.08 2.63 0.57 -0.10 -0.33 0.50 

Cement -0.24 0.20 0.22 0.29 0.140 0.27 0.09 0.13 -0.02 0.06 
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Food, Beverage and Tobacco 0.21 0.32 0.39 0.45 0.63 0.15 0.15 0.14 0.15 0.15 
Textile, Apparel and Footwear 0.21 0.32 0.39 0.45 0.63 0.14 0.15 0.15 0.14 0.16 

Wood and Wood Products 0.21 0.32 0.39 0.45 0.63 0.15 0.15 0.15 0.15 0.14 

 Pulp and Paper Products 0.21 0.32 0.39 0.45 0.63 0.15 0.15 0.14 0.14 0.14 
Chemical and Pharmaceuticals 0.21 0.32 0.39 0.45 0.63 0.14 0.15 0.15 0.15 0.14 

Non-Metallic Products 0.21 0.32 0.39 0.45 0.63 0.14 0.15 0.15 0.14 0.15 

Plastic and Rubber Products 0.21 0.32 0.39 0.45 0.63 0.15 0.15 0.14 0.15 0.14 
Electrical and Electronics 0.21 0.32 0.40 0.45 0.64 0.15 0.14 0.14 0.14 0.15 

Basic Metal, Iron and steel 0.21 0.32 0.39 0.45 0.62 0.15 0.14 0.15 0.15 0.14 

Motor Vehicles and Assembly 0.21 0.32 0.39 0.45 0.63 0.15 0.14 0.15 0.14 0.15 
Other Manufacturing 0.21 0.32 0.39 0.45 0.63 0.15 0.14 0.15 0.14 0.14 

  

Appendix 1 c: Real Output Manufacturing Sub-sectors (Annual Growth rates) 

 2000 2001 2002 2003 2004 2005 2006 

Oil Refining 0.90 2.1 0.06 0.25 0.29 0.29 0.28 

Cement 0.06 0.25 0.09 0.19 0.29 0.55 0.38 

Food, Beverage and Tobacco 0.15 0.14 0.15 0.14 0.15 0.14 0.14 

Textile, Apparel and Footwear 0.15 0.14 0.14 0.15 0.14 0.14 0.15 

Wood and Wood Products 0.15 0.15 0.14 0.14 0.15 0.14 0.15 

 Pulp and Paper Products 0.15 0.15 0.15 0.14 0.15 0.15 0.15 

Chemical and Pharmaceuticals 0.15 0.15 0.14 0.14 0.15 0.15 0.14 

Non-Metallic Products 0.15 0.14 0.15 0.14 0.15 0.15 0.15 

Plastic and Rubber Products 0.15 0.15 0.15 0.15 0.14 0.15 0.15 

Electrical and Electronics 0.14 0.15 0.28 0.15 0.14 0.15 0.14 

Basic Metal, Iron and steel 0.15 0.15 0.14 0.15 0.14 0.15 0.14 

Motor Vehicles and Assembly 0.15 0.15 0.14 0.15 0.14 0.15 0.14 

Other Manufacturing 0.15 0.14 0.15 0.15 0.14 0.15 0.15 

 

Appendix 1: Real Output Manufacturing Sub-sectors (Annual Growth rates) 
 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 

Oil Refining 0.10 0.15 0.13 0.13 0.14 -0.12 0.61 -0.06 -0.35 0.11 

Cement 0.26 0.15 0.13 0.13 0.13 0.19 0.49 0.34 0.24 -0.13 
Food, Beverage and Tobacco 0.15 0.15 0.15 0.12 0.16 0.18 0.20 0.11 0.11 -0.04 

Textile, Apparel and Footwear 0.14 0.15 0.15 0.12 0.72 0.52 0.40 0.39 0.03 0.08 

Wood and Wood Products 0.14 0.15 0.14 0.12 0.12 0.28 0.14 0.16 0.08 0.06 
 Pulp and Paper Products 0.14 0.14 0.15 0.12 0.25 0.10 0.50 0.18 0.10 0.06 

Chemical and Pharmaceuticals 0.14 0.15 0.14 0.12 0.73 0.23 0.56 0.41 0.22 0..03 

Non-Metallic Products 0.14 0.15 0.14 0.12 0.73 0.22 0.43 0.42 0.21 0.90 
Plastic and Rubber Products 0.14 0.14 0.14 0.12 1.42 0.46 0.34 0.37 0.20 0.09 

Electrical and Electronics 0.15 0.14 0.15 0.12 0.90 0.01 0.07 0.10 0.04 0.02 

Basic Metal, Iron and steel 0.15 0.14 0.14 0.12 1.38 0.28 0.18 0.20 0.05 0.05 
Motor Vehicles and Assembly 0.15 0.15 0.14 0.12 0.27 0.40 0.30 0.31 0.04 -0.24 

Other Manufacturing 0.14 0.14 0.15 0.12 0.48 0.37 0.37 0.33 0.07 -0.09 

 

 

  


