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INTERSTATE TRADE
DEVELOPMENT

AND EGONOMIG
IN NIGERIA

1. lntroduction: On Trade
and Development
We live in a very unequal

world. Table t highlights the Ni-

gerian Condition by comparing

its performance on selected de-

velopment indicators with those

of the world as a whole, the

INDICATOR

high-lncome economies, the

middle-income economies, and

the low-income economies. lt
is clear that Nigeria ranks very

low, even among the low-in-

come economies.

Table 1:

NIGERIA IN WORLD DEVELOPMENT, 1994

WORLD HIGH MIDDLE

INCOME INCOME

COUNTRIES COUNTRIES

Prof. Ukwu l. Ukwu

LOW NIGERIA

INCCME

COUNTRIES

Area (sq km)

Population (m) 199a

GDP ($m) 1994

Commercial Energy Use

(000metric tonnes oil equivalent)

World Exports ($m) 199a

World lm 1 994

133478

5601

25m2
8035058

4326096

4391666

31824

850

20120240

4392058

61263

1570

4069532

2501145

826822

89081 I

40391

2182

1208422

2306666

202239

21 8966

924

108

35200

17503

9378

6511

SOURCE: World Development Report 1996

Professor Ukwu l. Ukwu is of the lnstitutefor Development Studies, University of Nigeria, Enugu Campus
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The great disparity be-

tween the high-income and the

low-income economies lies not

in any perceived inequalities in
natural resources endowment:

on the contrary many of the low-

income economies, including
Nigeria, are very well endowed.

Rather it lies in their relative will-

ingness and ability to mobilise,

develop and utilise resources
for productive use.

The major premise of this

article is that a necessary con-

dition forthe realisation of these

objectives is the proper devel-

opment of domestic trade.
The critical linkage be-

tween trade and development is

captured in Adam Smith's dic-

tum that the degree of speciali-
zation in an economy depends

on the size of the market. ln-

exorably, the evolution of the glo-

baleconomy has led to the es-

tablishment of a market-driven
global system based on in-
creasingly complex and ever-

changing patterns of specializa-

tion and trade. However, the
gains and pains of international

trade have not been the same
for all countries. The low-in-

come countries have very small
domestic markets and contrib-

ute very little to world trade.
They are more pawns than play-

ers in the global market place.

Yet much of the develop-
ment effort of low-income coun-
tries is directed toward the pro-

motion of external trade, particu-

larly, exports, as the engine of

growth. This strategy has not

always worked. Thus in Nigeria,

in spite of the heroic efforts at

non-oilexport promotion by gov-

ernment over the years, non-oil

exports currently account for
less than 5 per cent of export

earnings.
The poor performance of

non-oil export earnings in Ni-

geria is a true indicator of the

weakness of our domestic
economy. We cannot effectively

trade internationally what we
produce competitively. And we

cannot produce competitively
abroad when our home market

is small, fragmented and ineffi-

cient. lt is my argument that our
poor export performance is the

effect, not the cause of our weak

economy. lf we take the trouble

to promote and expand our do-

mestic market, we will enlarge

and strengthen our domestic
economy and equip it to deal

more autonomously, more com-
petitively and more productively

in the global market.

Accordingly, in this article

I will attempt an analysis of the
present size and structure of
the Nigerian domestic market,

examine the patterns of trade
among states and zones, and

consider what needs to be done

to improve the domestic trade

system and enable it play its
appropriate role in the overdue

transformation of the Nigerian
economy.

The Nigerian Domestic
Market

Size and Composition
Although there has been

no detailed study of the size and

composition of the Nigerian mar-

ket, information available from
various sources enable us to
outline the broad picture. Com-

modities entering the Nigerian
economy are either locally pro-

duced or imported and destined

either for domestic use or for
export. Thus on the basis of
analysis of published national

income statistics, a summary of
the commodity structure of the
Nigerian market in 1993 is pre-

sented on Table 2. The esti-
mated total value of commodi-

ties handled in the economy
was N879.5 billion. lmports ac-

counted for 18.8 per cent of sup-
plies, domestic production for
81.2 per cent. Exports
amounted to 24.9 per cent of
supplies.

The food sector is the larg-

est in the Nigerian products
market, in 1994 accounting for
39 per cent of total supplies and

45.7 per cent of domestic con-

sumption. More than 95 per

cent of the supplies are domes-
tically produced, imports ac-
counting for less than 5 per cent.

Only 0.3 per cent of the total
supplies are exported; the ex-
port crop economy is now a
ghost of its former self.

2.
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DESCRIPTION

Food, Beverages

& Tobacco

ul814 326080 1 5735 341805 38.87 45.68 9.50 38.87 95.40

lnedible Crude

Materials (c)

10100 5794 4306 10097 1.15 0.81 2.60 '1.15 57.38

MineralFuels and

Related Material

267993 267165 828 267gg3 30.47 37.43 0.50 30.48 99.69

Chemicals and

Plastics

74547 46224 28323 74530 8.48 6.48 17.10 8.48 62_02

Goods Classified

By Material

90287 50536 39751 90263 10.27 7.08 24.00 10.26 55.99

Fabricated Metal

Machinery & Eqpt

87544 17317 70227 87501 9.95 2.43 42.40 9.95 19.79

Other

Manufacturing

7198 738 6460 7194 0.82 0.10 3.90 0.82

TOTAL 879/8,2 713853 165629 87938,2 100 100 100 100 81.18

Table 2:

COMMODITY STRUCTURE OF THE NIGERIAN PRODUGTS MARKET 1993

SOURCES:
DOMESTIC PRODUCTION: Calculated from as statistics for Gross Domestic Output and Gross

Output of Manufacturing adjusted for SITC Commodity Groups

IMPORTS AND EXPORTS: FOS Annual abstract on Statistics 1997 Edition

The bulk of crude materi-
als are domestically produced
and consumed, in contrast to
mineral fuels most of which are
exported. The domestic con-
sumption of N268 billion worth
of mineral fuels in 1993 is in-

dicative of a trend which will be

accelerated as the Nigeria
economy grows.

The market for non-food
manufactured goods is still
dominated by imports, which in

1993 contributed 56 per cent of
supplies. For the machinery
and transport equipment sector
the share of imports was 80 per
cent, but for consumer goods it

was 44 per cent. The underde-
velopment of the industrial sec-
tor is reflected in the very small
contribution of the inedible
crude minerals sector (1.2 per

cent) to the product market.
Even so, a significant proportion

of this (43 per cent) is imported.

The oil and gas sector is basi-
cally export-oriented (79.8 per
cent), but the rise of domestic
consumption to more than 20
per cent reflects the increasing
energy demand in Nigeria as
well as the use of oil and gas as
industrial raw material. While
Nigeria has achieved some
measure of self-reliance in
Chemical and Paints (62 per
cent) and in general household
and personal goods (53 percent)

10.26



Volume 24, No. 3 July/September, 2000

the market for fabricated metal
goods, machinery and equip-
ment is heavily import-depend-
ent (80 per cent).

Supply Patterns
Another useful way of

Iooking at the Nigerian market is
to consider the structure of sup-
plies. We may distinguish four
categories of suppliers:
1. AgriculturalProducers
2. Extractive lndustries
3. Manufacturers
4. lmporters

Tables 3,4 and 5 summa-
rise the spatial pattern of pro-
duction of the major staple
foods, livestock and fishery
products, mining operations and

major industrial establishments
respectively.

The bulk of agricultural
produce comes from the enter-
prises of millions of small-scale
farmers, animal rearers and
fishermen. Small-scale agricul-
tural production is unspecialised
and most farmers produce the
range of crops and animal prod-

ucts suitable for the ecological
zone. For historical reasons,
involvement in export crop pro-
duction is very restricted, the
bulk of the groundnuts, cocoa,
palm produce, etc. coming from
a few favoured districts in the
producing states.

Plantation agriculture ac-
counts for less than one per cent
of agricultural output, but is an

area in which increasing public
and private investment is being
made.

Although large-scale min-
eralextraction looms so large in

Nigeria's economy, its role in
internal marketing is marginal,
its output being sold directly on

the world market with minimal
handling in Nigerian territory,
especially in the case of crude
oil. Considerable attention is
now being paid to solid miner-
als, but the distribution of min-
ing operations is still highly con-
centrated.

Table 6 summarises the
distribution of mining operations
in 1995. Most of the abundant
solid mineral resources in most
states of the Federation remain
unutilized, undeveloped or unex-
plored.l

Nigeria remains one of
the least industrialised countries

in the world, with only 7 per cent
of its labour force engaged in

industrial production, compared
with an average of 15 per cent
for low income countries, 27 per

cent for middle income coun-
tries and 31 for high income
countries. (DR 1996). The dis-
tribution of modern industries is

very uneven, being heavily con-
centrated in a few zones, a few
states and a few cities.

There are also hundreds
of thousands of small-scale in-

dustrial establishments. Some,
like weavers and brewers, are
reliers of a once vigorous indig-
enous industries; others, like
printers and furniture-makers,
are more dependent in new tech-
nology and materials as well as

new demands. While most of
them are based in the large
towns, significant number are to
be found in most towns and ru-
ral centres. They are of special

importance in providing the
needs of the lower-income
groups for whom.the 'superior'
imported factory produced
goods are often too costly.

The importation of goods
for the Nigerian market used to
be dominated by a few large
firms with traditional connection
with Western multinational cor-
porations. ln the last twenty
years, however, indigenous im-
porters have become very ac-
tive particularly in the importa-
tion of food and other essential
commodities under government
patronage, as well as develop-
ing new connectiohs with Japan,
Eastern Europe and Third World
Countries. lmporters are heav-
ily concentrated in the major
ports and regionaltrade centres.

Demand Patterns
We may distinguish four

categories of consumers:
1. Households
2. Firms
3. Government
4. Export Market

With private consumption
expenditure accounting for per

ce0t of gross domestic expendi-
ture in 1996, household demand
is a major factor in the charac-
ter size and performance of the
Nigerian products market. The
most critical determinant of
household demand patterns is

income, the income level of the
household affecting not only the
level of expenditure but its dis-
tribution among different catego-
ries of goods. There are also
significant differences between



Volume 24, No. 3 July/September, 2000

urban and rural areas as well as
among zones and states in con-
sumption patterns.

Consumption by firms is
mainly by way of intermediate
consumption, which in 1993
amounted lo 26.7o/o of gross
output. Analysis of the detailed
national input-output tables for
1993 gives further insight into
the size and pattern of commod-
ity flow among firms. (Table 8).

lntermediate consumption is
dominated by a few activity sec-
tor: Manufacturing (27.0o/o), Ag-
riculture (2O.6Yo). Wholesale
and Retail Trade (20.3%), Min-
ing and Quarrying and Trans-

NE
NE
NE

Bauchi
Borno

port 5.7%). Government ex-
penditure has special signifi-
cance forthe development of the
Nigerian market. Not only does
Government Final Expenditure
accounts for a significant pro-
portion"of Gross Domestic Ex-
penditure (11.9% in'1996). Gov-
ernment in Nigeria has tradition-
ally been the prime mover of
gross capital formation and
capital investment. Other as-
pects of government expendi-
ture patterns also have consid-
erable significance for the over-
allstructure of the market. Gov-
ernment expenditure, particu-

larly capital expenditure, tends
to be lumpy, a few major
projects account for the bulk of
the budget. The size and direc-
tion of government contracts
and purchases have significant
impact on the performance of
many segments of the Nigerian
market.

We have already re-
marked on the weakness of the
Nigerian export market. Essen-
tially it is a one-commodity mar-
ket controlled by others, OPEC
on the one hand, the consum-
ers in industrialised countries on

the other.

Table 3:

MAJOR LTVESTOCK AND FTSHERY PRODUCTS (PERCENTAGE SHARES)

STATE POULTRY GOATS SHEEP

SE
SE
SS

SW
SW
SW
SW

Anambra
lmo
Akwa lbom

Lagos
Ogun
Ondo
oyo
NIGERIA

NORTH CENTRAL ZONE
NORTH EAST ZONE
NORTH WEST ZONE
SOUTH EAST ZONE
SOUTH SOUTH ZONE
SOUTH WEST ZONE l

8.81
2.19
5.09

7.51
7.21

0.01
0.39
0.75
2.09

100.00

21.17
16.f 0
40.78
14.72
4.31
3.23

12.27
5.40
6.19

5.25
3.76

0.00
0.13
0.27
1.48

100.00

13.02
23.86
48.25

9.01
3.98
1.88

13.69
5.99
3.49

2.72
1.70

0.00
0.08
0.12
0.86

100.00

8.79
23.17
62.98
4.42
1.25
1.06

22.04
6.49

10.31

0.94
0.20

0.00
0.00
0.16
0.00

100.00

13.12
38.83
46.07
1.13
0.69
0.{6

0.05
24.75

3.93

0.65
0.45

6.45
0.82
4.97
0.09

100.00

1.45
28.73
11.33
10.83
40.23
12.33

DATA SOURCE: Federal Office of Statistics

Kwara,

NW' iKan '.,

MW' 'Katsina
' 10^44'

" 29.74
12 56

'.12.94

1

1

, 11!!
5./5 0':44 0.1
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TabIC 5: PERCENTAGE DISTRIBUTION OF INDUSTRIAL ESTABLISHMENTS,
BY TYPE AND STATE, 1995
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3. Commodity Flow Patterns

The patterns of commod-

ity flow within Nigeria reflect the

balance of supply and demand

across and the location of the

major trade centres. The under-
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Table 7 summarises the
relationships with regard to the
dominant commodity catego-
ries, domestic agricultural pro-
duce and manufactures. The

pattern of inter-regional food-
stuff shipments in 1964, as re-
vealed in a study by Hay and
Smith (1970) is presented in
Table 10. Analysis of data from

a Ministry of Transport survey
highlighting the shipment pat-
terns of manufactures and im-
ported goods is presented in
Table 11 .

Table 7:

TABLE 8:

SOURGE: Ukwu 1983

TABLE 9:

INTER.ZONAL COMMODITY BALANCES

North
Central

North
East

North
West

South
East

South
South

South
West

Population % 14.1 13.4 257 12.1 19.6

Major Staple by Value 21.5 10.2 29.3 16.2 17.9 4.9

lndustrial Output by Value 5.0 0.4 17.2 3.7 5.6 68.0

',;,'3.4 ,.,:,r,,,r, 3.6 ,:,, ,14i7,

BaliilCb on Manufactures -9.1 ''' -1,3 0 2.1 ,, -8.3 ' -9.5

ESTIMATED INTER.REGIONAL LOCAL FOODSTUFFS SHIPMENTS IN 1964
(uNrTS PER THOUSAND OF TOTAL SHTPMENTS)

TO
FROM

LAGOS WEST MID.
WEST

EAST NORTH DESTINA-
TION

LAGOS X 2

WEST 36 X 12

MID-WEST 16 X 8 26

EAST 112 10 X 108

NORTH 160 331 246 X

ORIGINS 323 341 214 122

INTER.REGIONAL FREIGHT FLOWS IN MANUFACTURED AND IMPORTED GOODS, 1981
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3. lmproving Distribution
Distribution plays a cen-

tral role in connecting the pro-

ducer/importers/sellers of
goods and services at one end
and the consumer/importer/
buyer at the other. The role is
unavoidable; it has to be played.

But it does make a difference
who plays it, what institutions are
involved and how they relate to
both the production and the con-
sumption ends. lt matters what
types and levels of distribution
services are offered and at what
costs. These factors often de-
cide the availability or non-avail-
ability of goods at the prices
some people can afford.

On the other hand distri-
bution is not an independent vari-
able, notthe unchanged changer
in the economy. Rather, the dis-
tribution system derives its
structure, organisation and be-
haviour from the structure and
organisation of the economy it-

self, the general marketing en-
vironment, the state of technol-
ogy and the economics of sup-
ply and demand for specific
goods.

Distribution has always
been one of the largest sector
of the Nigerian economy. Up till
the early seventies it came sec-
ond in size after agriculture.
The spurt in oil prices pushed

mining to first place by 1974
while agriculture declined to
second place. With the peak-

ing and decline of oil revenues,
distribution is now, in terms of
output, the largest sector in the
economy, accounting for 24o/o of
gross domestic product. With

15o/o of the population, it is the
third largest employer after ag-
riculture and manufacturing.

The distributive system,
fully shares the weaknesses of
the Nigerian economy. lf it is to
play an active role in our recov-
ery and sustained health, we
need to look into what can be
done to correct its weakness,
reinforce its strengths and en-
large its potential for stimulating
productivity.

Probably because the dis-
tribution sector has always
been more able to look after it-
self, seems to prefer to be left
alone and is in any case too
large and too diffuse to be ame-
nable to simple categorisation,
direction and control, govern-
ment has not paid it much at-
tention. ln our development
plans it is not even accorded the
dignity of its own sectoral clas-
sification. When it features, it
is usually in association with fi-
nance, and then only in connec-
tion with government investment

in trading parastatals and com-
panies, export promotion and
price control activities. Except
regarding indigenization there
has been no articulation of a

comprehensive national policy
on the distributive sector. Yet

the sector plays so central a role

in the economy that even a

slight improvement in its per-
formance can have a significant
impact on national productivity.

Through appropriate policies
and measures government can

affect the structure and environ-
ment of distribution enabling it
to improve its performance.

One area where a small
investment can reap a large
benefit is that of market and
price information, by enabling
traders and consumers to iden-
tify the best sources of their re-
quirements thus reducing the
scope for exploitation2. This
service would contribute to-
wards the closer integration of
the national market by linking
producers, traders and con-
sumers closer together. lt would
be most critical for the centres
and rural areas more remote
from the commercialcentres. A
related measure would be the
control of advertising to ensure
truth in advertising, with full dis-
closure of price and quality in-
formation, forthe protectorof the
consumer. Government can
also do a lot directly by improv-
ing transport and communica-
tions in the rural and remote ar-
eas thus reducing the cost of
access.

ln the arca of agricultural
marketing, government has al-
ready taken the strategic deci-
sion of creating commodity
boards3. But owing partly to
under capitalisation and partly to
unrealistic pricing and opera-
tional policies, the potential of
the system has not been tapped.
Another area of potential benefit
is the support of marketing co-
operatives, effective marketing
co-operatives not merely organi-
sations for the acquisition and

distribution of "essential com-
modities".

Turning to the private sec-
tor, we insist tho established
trading houses have a respon-
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sibility to the nation to see that
their resources and channels
are redirected towards stimulat-
ing and sustaining localproduc-
tion rather than distributing im-
ports. Already serving as finan-
ciers and marketing outlets for
manufacturing industries they
are in a position to establish their
requirements of dependence
and its attendant vulnerability.
They are also in a position to
expand bulk warehousing facili-
ties at the major centres to ease
the problems of the smaller
traders. ln this regard there
would seem to be a need for
functional specialisation among
the larger firms so that each can
acquire a special competence
in servicing particular sectors of
the market. As a major stake-
holder in the state of the distri-
bution system government can
initiate and encourage corporate
policies more relevant to na-
tionalneeds.

Of the auxillary services
necessary to the development
of the distribution system,
transportation and finance de-
serve specialmention. The high
cost of transport is a serious
limitation of the size of the Ni-
gerian market. lt is a function
both of the over-reliance on road
transport and of the state of the
roads. The recent government
decision to implement the long-
overdue programme for a mod-
ern railway grid to inter-connect
the various zones, states and
economic centres systemati-
cally is very welcome indeed and

should be pursued with des-
patched and vigour.

On firrance, the on-going
transformation of the financial
sector augurs well for the evo-
lution of the financial institutions
and products more effectively
targeted at the distribution sec-
tor.

Finally, if government is to
play its proper role in the pro-
motion of domestic marketing,
it must seek to understand the
marketing system. There is

need for proper background and

benchmark studies at federal,
state and local government lev-
els. State and localgovernment
should regard themselves as
the chief marketing promotion
agencies for their people. They
should set up appropriate insti-
tutions for collecting and dis-
seminating relevant market in-
formation, promote linkages and

bring together all the
stakeholders in their areas for
the development of a more ef-
fective marketing system.
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1 See Skoup (1991) and
FMPMR (1993) for details of the
size, variety and location of Ni-
geria's solid mineral wealth.

' Eyo (1997) has stressed the
need to develop effective price

information systems for the ag-
ricultural sector.

3 See Ojo (1995) on the proper
role of commodity boards.
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