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STRUCTURAL ADJUSTMENT PROGRAMMES AND EXTERNAL
TRADE IN DEVELOPING COUNTRIES:
LESSONS FOR NIGERIA

E.E. INANG

The failure of trade liberalization in developing countries is attributed to
the economic dependency relationships initiated during the colonization period
when the developed countries exploited their colonies as a source of cheap raw
materials. After independence, and especially in the 1970s and 1980s, most sub-
Saharan African countries experienced stagnation and decline in their share of world
trade. The introduction of the structural adfustment programmes with its attendant
trade liberalization prescriptions has further worsened the terms of trade in devel-
oping countries. Neither complete trade liberalization nor complete protectionism
can be of benefit to developing countries. These countries need to reduce the com-
petitive disadvantage against their manufactures in international markets, explore
both regional and multilateral channels of trade and develop their common inter-
ests through mutually beneficial regionalism, rather than relying completely on the
World Trade Organization.

1. The modern economic history of developing countries is replete with attempts
to introduce structural economic policy reforms, a major aspect of which involves
trade liberalization. Many of these experiments have not-been very successful. In
most cases, the failure has not been that of trade reform per se, but of inconsistent
macroeconomic policies, as most of the eountries have cmbarked on trade
hberalization in the wake of economic crises associated with unsustainable fiscal and
balance of payments deficits, as well as high rates of inflation. The main thrust of
this paper is to highlight some of the arguments for protectionism, review alternative
trade strategies and assess the types of trade policy measures included in structural
adjustment programmes, with particular reference to the Nigerian experience.

The paper begins with a brief review of some of the theoretical arguments on
the importance of external trade to developing economies. Focus then shifis to exter-
nal trade policies as they relate to the structural adjustment programme, which basi-
cally promotes trade liberalization. The paper then reviews the Nigerian experience
between 1986 and 1993, Some of the controversies associated with tradc
liberalization are highlighted in order to drive home the point that free trade policy
should not be taken dogmatically, however, the major issues which have informed the
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4.6 Credibility, investment and sustainability

Trade policy reform works only to the extent that resources are able to be
moved to sectors that have become more productive under the reform. The process of
moving such resources involves costs that entrepreneurs will be willing to incur only
if the new set of relative prices ansing from the reform is expected to be sustaincd. In
most developing economies, especially those with high inflation, policy credibility is
often undermined.

5. SUMMARY OF FINDINGS AND CONCLUDING REMARKS

This paper has examined the essence and implications of trade reforms as
they relate to structural adjustment in developing countries, especially Nigeria. The
literature review suggests that while there are likely to be gains from trade
liberalization backed by exchange rate deregulation, complete /aissez faire is not a
desirable policy option, and neither is tradc protection. Most developing countries
have embarked on trade liberalization in the wake of economic crises associated with
unsustainable fiscal and balance of payments deficits, and inflation. Unfortunately,
the balance of ~1yments of most of thesc countrie. :ontinue to show a deterioration,
largely due t¢ leteriorating terms of trade and mounting debt obligations. These
arguments bring to the fore the issue of the proper sequencing of economic reforms,
particularly trade liberalization. The most popular view is that trade liberalization
should be preceded by fiscal discipline and realignment of real wages. Implicit in this
sequence is the need for incentives to be provided and be predictable overtime, if the
private sector is to invest in new sectors rather than hold tenaciously to previously
protected ones. Thus, unless incentives for export promotion are greater than for
Luport substitution, no firm would be willing to sell its productsi  he world market.
There is also the problem that producers of primar’ ~ommodities arc perpetually ata
disadvantage vis-a-vis producers of manufactured g . . 4s. While technological progress
leads to increased prices and real incomes for producers of manufactured goods,
technical progress in the case of producers of primary commodities ofen leads to a
state ¢ ~ sversupply in the world markets, resulting in price declines and loss of
income. here is also the problem of how to identify which commodities to promote,
given the increasing difficulty of developing countries to access the markets of de-
veloped economies, particularly for export of manufactured goods. Developing coun-
tries, therefore, need to increase their efforts at improving the quality of manufac-
tures in order to reduce the competitive disadvantage against them in international
markets. Although the multilateral trading arrangement offers opportunities for im-
proved world trade, the gains of developing countries are still slim, as mutually ben-
eficial trade depends on the adherence of the developed countries to the fair trading
rules embodied in the World Trade Organization (WTQ) and their willingness to make
the Jesired concessions to the countries of the South. Thus, the destiny of the devel-
oping countries seems to lie in their ability to develop internal cohesive trade mecha-
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