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INSTITUTIONAL AND OTHER CONSTRAINTS TO NON-OIL
EXPORTS
BY
DR. R. O. MADAKI*
INTRODUCTION

fn he positive contribution of
I trade to the economic
I transformation of nations is
well documented in the literature
(See Barrow and Sala-i, 1995 for a
review of econometric literature).
The positive relationship between
openness and growth has also
been supported by a number of
case studies (Bhagwati 1978; Little,

David, Scitovisky and Scott 1970;
and Papageorgiou, Choksi, and
lVlichaely 1991). lt is believed that
when borders are opened to trade
and countries specialise in the production of commodities in which
they have comparative advantage,
the national income and standard
of living in each and every trading
country will improve through the
productivity gains that result from
the allocation of scarce resources
to efficient sectors and via the acquisition of goods and services
from other countries at considerable savings. lt is these positive
and dynamic contributions to the
growth and development of the
trading economy that has increased the focus on trade in recent times, especially as it relates
to exports. lt is also this recognition of exports as a basis for promoting rapid economic transformation that had led many countries to
abandon the erstwhile import-substitution industrialisation strategy
for export-led growth strategy.
Although the movement away
from autarky had led to a growing
interdependence among countries,
there has been variability in the
growth performance among regions and countries, especially in
the developing world.This variability in growth performance is not only

attributable to resource endowment

but also to the various policies
adopted in the different countries,
among others. While countries that
adopted policies that exploit the
internationalisation of production
and distribution strategies showed
remarkable growth performance,
others that remained wedded to
strategies that limited links with the

global economy witnessed

a

lacklustre performance.

The introduction of Structural
Adjustment Programme (SAP) in
Nigeria in 1986 was expected to
boost exports, particularly non-oil
exports. However, the non-oil exports sector in Nigeria had since
then, witnessed a lacklustre performance despite the several state-

ments of government's interest in
export-biased groMh strategy and
the establishment of several exportfacilitating institutions. A major
problem with Nigeria's non-oil export sector is that it is not predicated
on the design and implementation
of appropriate and coherent economic policies as there is no clear
export promotion blue print in Nigeria. Consequently, the sector is facing a number of institutional and
other domestic and external problems.

The remaining part of the paper attempts to briefly highlight
some of the institutional constraints

and other problems and policies
(both internal and external) hampering the performance of the sector.

The discourse is concluded with
summary, concluding remarks and
policy proposals.

trade promoting institutions for the
implementation of export policy
measures. Since such measures

touch on many spheres of

a

country's activity - from production,

transportation, financial, quality
control, marketing, etc. emphasis
is often given to the establishment

of a central coordinating instituNigeria is not oblivious of
these facts. Consequently, Gov-

tion.

ernment had established and reformed a number of institutions either to specifically provide institutional support for the promotion of
increased output and export of Nigerian goods and servlces or to
facilitate exports, among other responsibilities. These institutions
include the Central Bank of Nigeria (CBN), Nigeria lndustrial Bank,
Nigerian Agriculture and Rural Development Bank, Nigerian Exportlmport Bank (NEXIM), Nigerian Export Processing Zone Authority
(NEPZA), National Plant Quarantine Service (NPaS), Standards
Organisation of Nigeria (SON), Nigerian Export Promotion Council
(NEPC), Nigerian Ports Authority
(NPA), Nigerian ltlaritime Authority
(NMA), Nigerian Shippers Council
(NSC) and the Nigerian Customs
Service (NCS).
An evaluation of the performance of these institutions would
show that most, if not all of them
have performed below expectation
due to a number of institutional
constraints faced by them. Some
of these constraints are highlighted
below.

export-biased development strategy

Firstly, most of the institutions
are under-funded. lnadequate injection and/or untimely release of
funds have often crippled the capacity of these institutions to per-

is the establishment of effective

form their expected roles creditably

lnstitutional Constraints
A major plank of a successful
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with a consequent adverse impact
on non-oil exports. The commercially oriented ones amongst them
are often under-capitalised while
late releases of funds to those that
depend on budget appropriation
inhibit their capacity to carry out
their statutory responsibilities.
Secondly, management inadequacies in some of the export-facilitating institutions also constrain
virile growth of Nigeria's export sector. Government is often responsible for the appointment of board
and management teams of these
institutions. Many a time, people
without the requisite know-how are
imposed on the institutions. Such
management inadequacies often
led to reduced effectiveness in the
discharge of statutory responsibilities, wastage of resources, employee cynicism and dampened
employee morale.
Thirdly, the bureaucratic pro-

/ssues of Export Supply
The level of production from the
real sectors of the economy is still
very low. The low output is attributable to a matrix of factors including
poor access to medium- to longterm credit, high cost of capital,
poor state of essential infrastructures, low capacity utilisation, inadequate supply and high cost of raw
materials for the prevalent importdependent manufacturing industries, unfavourable land tenure system, dependence on rain-fed agriculture, inadequate supply of high
yielding seeds, fertiliser and pesti-

cedures for decision taking in
some of the institutions are detri-

cides, and large post-harvest
losses due to ineffective storage

mentalto the groMh of exports. Exporting is a time sensitive venture
and decisions or issues that affect

system. lnadequate geological information had also hampered the
exploitation of the rich solid minerals potential in the country. The
near neglect of the services subsector, particularly, shipping and
tourism as well as the uncoordinated export of professional services by the large array of Nigeri-

it should be handled

promptly.
However, a system of administration marked by red tape is the order of the day in ministries that
supervise most of these institutions
and their non-business like approach to issues often affect the
parastatals they supervise.
Fourthly, most of the institutions lack the autonomy to impact
positively on the growth of the export sector. A situation where government for example, gives waivers and concessions that lead to
revenue losses and leakages or
imposes incompetent contractors
on parastatals might lead to demise of the organisation.
Fifth ly,cumbersome documentation procedures in these institutions cause undue delay in the
export process. This makes it almost impossible for exporters to
benefit from the incentives or services provided by most of the in-

stitutions

Other Domestic Constraints
Apart from institutional problems, other major constraints that
stifle exports can be viewed from
supply, demand, infrastructure and
policy-induced dimensions.

ans abroad is also not helping matters as their foreign exchange earning potentials are not fully exploited.

Demand Related Constraints
Primary commodities export
dominates Nigeria's export basket.
These commodities have relatively
low income and price elasticities of
demand and are therefore not very
amenable to manipulations compared to manufactures and semimanufactures. To compound the
problem, world trade in primarycommodities is much smallerthan manu-

factures and is also growing at a
slower rate. The volatility and decline in real commodity prices are
also major problems that primary

29

commodity exporters have to contend with as they have the effect
of reducing earnings from exports
as well as discouraging production.

Most of Nigeria's primary commodities export are destrned for the
markets of the industrialised coun-

tries and the ups and downs

in

these countries influence the demand forthe commodities and fluctuations arising therefrom adversely affect Nigeria's foreign exchange earnings.
nfra stru ctu re Defi c i encies
Available evidences show that
the level and state of infrastructures in Nigeria have failed to keep
pace with the demand for the services. The level of infrastructures
is not only inadequate but existing
ones are decaying due to lack of
maintenance. For example, most
manufacturing concerns install
generators as the marn source of
power supply and the energy from
the National Electricity Power Authority (NEPA) is used as standby
because of its epileptic nature.
The deplorable condition of the
transportation system cannot also
give support to the efficient performance of a modern economy.
Nigeria's air and seaports are beset with the problems of inadequate
and malfunctioning facilities while
the road network, where it exists,
is begging for maintenance. The
Export Free Trade Zone in Calabar that is expected to provide comprehensive infrastructures for export-oriented industries is taking
too long to complete despite the
enormous resources already expended on its establishment. The
implication of these constraints is
that it increases production and
handling costs and reduces the
competitiveness of Nigeria's exports in the international market.
I

Pol icy-l nd uced Probl ems
Over the past one decade, Ni-

geria had made substantial

progress in reforming her trade
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and exchange rate policies that are

geared to stimulate the development of the export sector through
the institution of market-oriented
policies. Not only were tariffs reduced on a variety of items but the
use of quantitative restrictions and/
or prohibitions have relatively disappeared. Some weaknesses in
trade-related policies had however,
continued to impede the groMh of
the export sector. Although Nigeria now relies on market forces
rather than administrative fiat to
allocate foreign exchange, real
exchange volatility had continued
to constrain export planning. The
relatively high premium between
official and parallel market exchange rates has also impacted
negatively on official export statistics as exporters are often inclined
to take advantage of this premium
by exporting unofficially. ln addition, the unintended effects of the
inconsistent synergy between monetary and fiscal policies of government had continued to produce
erratic macroeconomic results that
constitute impediments to the acceleration of output and export
groMh. Government policies in the
export sector have remained in the
main, general, spurious and unstable because of the almost total
absence of a blue print for export
promotion. Consequently, the sector is characterised by the implementation and establishment of a
few inadequately articulated policies and programmes.

Other Constraints
Other problems that put Nigeria at a competitive disadvantage
on the international market include
the procurement of production licences that often preclude the exporting of products or restrict it to
particular countries or region,
dearth of commercial information
and market intelligence, absence
of credible machinery for accessing relevant and timely information
on market and prices, absence of

modern designs and packaging,
inadequate entrepreneurial training

and awareness, inaccessibility of
many exporters to existing exportfacilitating incentives, restrictive
regulatory policies that limit competition, imposition of multiple levies
and taxes and lack of export culture.
This litany of constraints in the domestic environment further helps to
stifle the initiative of the best of exporters to penetrate foreign markets.

External Barriers
Apart from the terms of trade
that is generally against most developing countries due to the largely

primary nature of their exports,
trade barriers imposed by the
industrialised countries also limit
their level of exports. These barriers generally take the form of import restrictions on both agricultural
and manufactured products from
developing countries as well as subsidies on the agricultural outputs in
the industrialised countries. Generally, developing countries often
lack the financial and technological
resources to meet the product standard requirements stipulated by the
industrialised countries to discriminate against imports from developing countries. These policies not
only limit the growth of exports from
developing countries exports, they
also impede their efforts to diver-

sify to downstream processing for
the production of value added products.

Summary and Concluding Remarks
This paper reviewed the desirability of export-led growth strategy
and the capacity of outward-looking strategy to ensure that an

economy remains competitive in
this era of globalisation. The paper however observed that barriers
to Nigeria's efforts to accelerate the
growth of her non-oil exports are
traceable to both domestic and external factors. The domestic fac-
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tors derive from institutional problems such as the under funding of
export facilitating institutions, man-

agement inadequacies, bureaucratic procedures and lack of autonomy. Other domestic constraints also relate to issues of low
output, low income and price elas-

ticities of demand, inadequate
infrastructural facilities, policy-induced barriers, etc. On the external scene, the constraints are
traceable to unfavourable terms of
trade and the imposition of import
restrictions on the exports from
developing countries as well as the
subsidies granted to agricultural
output from developed countries.
It is pertinent to remark here
that the dramatic acceleration of
world trade due to the fast pace of
global economic integration had
accentuated competition and that
the export opportunities in the international market can only be exploited to the fullest if an internal
environment supportive of export
trade was maintained. Whatever
exports promotion strategies are to
be evolved or adopted by Nigeria,
should assist the nation to reduce
the impact of the identified domestic
weaknesses and counter the
threats in the international trading
environment if she is to remain
competitive in a changing world of
globalisation. lt is on this note that
we recommend the concerted pursuit of the under-listed lines of action by both government and the
private sector for the improvement
of the domestic and international
environments under which Nigerians export in order to stimulate increase in volume and value of exports as well as the diversification
of the nation's export basket and
markets.
(a) Formulate an explicit export
promotion programme based
on the principle(s) of comparative and or competitive advantage.
(b) Create a consistent and stable
macroeconomic environment
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that is conducive for exporting
activities.
(c) Pursue a rigorous real foreign
exchange alignment policy, as
instability in the exchange rate
is deleterious to exports.
(d) Encourage the production and
export of value-added products because of ,its relatively
high price and income elasticities of demand, storability and
adaptability over primary products.
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mestic environment, thus im-

(l)

lmprove the administration of
export incentives to ensure
transparency and greater effi-

ciency.
(m) Give adequate education and

information to exporters on the
requirements on quality, pack-

aging and labelling of export
products to specific markets.
(n) Encourage domestic innova-

(e) Production and export incentives should be continually reviewed and rmproved.
(f) Encourage the establishment
of industries that make use of
local raw materials.
(g) lmprove the level of geological
exploration in the country for
the purpose of providing requisite geological information for
the re-awakening of the slumbering solid minerals sector.
(h) Encourage commercial and
merchant banks as well as relevant Development Finance
lnstitutions to purvey medium
to long{erm finance to manufacturers of value-added products as the dearth of such
funds is inhibiting production
activities.
(i) The three tiers of government
should invest more in the provision and maintenance of infrastructure facilities such as
electricity, water, communication and a good network of
roads as they facilitate the reduction of production cost and
improvement in the competitiveness of products in the international market.
(j) Expedite the completion of the
Calabar Export Free Trade

proving the fortunes of the nonoil export sector.

tions and inventions, as this will
facilitate the reduction of franchise agreements that preclude
Nigerian companies from export-

ing.

(o) Reduce the premium

between

official and parallel market exchange rates in order to reduce
the incentive for the high level
of informal trade in West Africa.
(p) Exporters should be made to
cultivate good business ethics.

The honesty of their trading

tion.
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