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ABSTRACT

Nigeria is a richly endowed country with abundant human and
natural resources. The country is blessed with a variety of mineral
deposits including petroleum, natural gas, uranium, tin, columbite,
cool, precious metals and gemstones. Over the last three decades,
the country has earned over US$300 billion from oil sales (Imevbore,
2001). in spite of this wealth, the country's economy has tended to
fluctuate widely over the years. The average GDP growth was 1.2
percent between 1979 and 1989 and 2.7 percent between 1989 and
1999 {Imevbore, 2001). Inflation rate continued to increase with the
purchasing power of the naira declining steadily over the years. it
tan also be seen that even though Nigeria is a major supplier of
crude oil, about 2 million barrels per day, and an influential member
of the Organization of Petroleum Exporting Countries (OPEC), it is
still a big debtor nation. Despite substantial adjustments during the
past decades, Nigeria's industrial policy adopted since
independence in 1960 was dominated by the goals and instruments
of the 1970's. The policy has been one emphasizing import
substitution (IS) strategy, which was necessary and inevitable for
Nigeria having regard to her colonial experience in the area of
€conomics and trode. In the 80's, it was felt that-the straotegy ought
to have advanced to the stage of import displacement; that is
Producing locally made goods which are different from or at least
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only similar to former inputs, but which are based on locally
available inputs and technology and on real needs (as distinct from
imported consumption patterns) of the economy. Nigeria’s
numerous surface-level challenges with industrialization are well
documented. They include weak infrastructure, weak private
sector, dumping of goods, effects of globalization, corruption,
inadequate government support to industry, and so on. In
particular, there is a widely held assumption that Nigeria's
chdllenges are consequences of its status as an oil-producing
country and suffers from the 'Dutch Disease’. Based on these
assertions, this study tends to examine the Nigeria's Industrial
policies, Sustainable development and the challenges of
globalization. This study uses the Modernization theory as its
theoreticdl framework, since the theory recognizes the process of
Modernization within societies.

Key words: Industrial Policies, Globalization, Sustainable
Development, Economy, Modernization

Introduction

industrial policy is an element of the global concept of economic
development of a country. Its construction and reaiization entail an
assumption that the state, its divisions and institutions, participate
in the process of shaping the industrial development. A major
dilemma connected with shaping the industrial policy is its scope
and the instruments of intervention to be applied (Pierscionek,

1993).

The industrial policy ought to take into account the newest trends
in economic and social development which fulfill the requirement
of a balanced development, the nature of which consists in
establishing the connection between the economic and social
development by assuring an access to the renewable and non-
renewable resources together with improving quality of life in a
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natural and clean environment. Economic development ought to
assure a more effective utilization of natural resources and other
resources of nature, rationalization of the input of energy and work

as well .as the development of pro-ecological technologies and the
protection of environmental and cultural heritage.

Thus, the continuous and sustainable development is a
_numar?itarian concept of global development, whose basic feature
is the improvement of the quality of life and welfare of mankind
un(fier the conditions of a limited availability of natural resources
1aking into account the far-reaching consequences of industria;
development. This concept assumes a common responsibiiity and

solidarity of the present and future i
ki generations (Ad
Nitkiewicz, 2007). (Adamczyk,

Newgr definitions of the industrial policy do include aspects of the
sustainable development; nevertheless an attempt at providing a

nomogenous definition of the concept of “industrial policy”
encounters many difficuities.

75:5 is due to the fact that the concept in question is often mistaken
with other spheres of economic policy, because both its objectives
anq the instruments implemented within its scope, as well as the
entities which create these instruments, are frequently not specific
'o the industrial policy, but can also refer to other sectors of
Econon?y and other spheres of social life (Kazarowicz and
:kowronska, 2005). One of many definitions of the industrial policy
as been formulated by Bartosik (1993) according to whom it
:Em;?rises all the_ c.oordinat-ed government activities directed at the
_apmg of conditions defining the reactions of business entities
¥ith the view of achieving goals considered to be important.

]‘ 2 v
, threfor(?, t-he industrial policy ought to be perceived as the
terventionist activity of the state conducted towards the industry,
121 '




which focuses on modifying the allocation performed by the |

market (Janasz, 2000). Under the conditions of market economy, °!
business entities make decisions based on the genals from the 3

market. As long as the requirements of competitiveness are met, !

there is no reason for the state tointervene.

The problem begins with the activation of mechanisms distorting #

the market, and thus also the competitiveness (e.g. state support,!
duty charges), which render the efficient functioning of the market;
impossible (Rainelli, 1996). At the time when such phenomenat
occur, the state authorities have to intervene in order to help the
economy reach an optimal condition. In this situation itis necessary
for the state to conduct the industrial policy. ;

However, according to Rainelli (1996), failures of the market do not ‘, ‘
necessarily have to lead to the implementation of instruments of 4§
the industrial policy. A majority of distortions can be regulated or, 3

contrarily, deregulated. On the other hand, implementation of thei
instruments of the industrial policy may be justified by twos
premises which do not stand in opposition to the market: 1

Firstly, the industry plays a major role in the economic growth; this §
role results from the relation between the growth, the investment%'

and the efficiency in particular branches of industry

.

Secondly, the results of international competition have to bg§
appeased by staté authorities; the industry constitutes a part Ol
national economy which is subjected to the competition provided ]
by foreign producers. The process of restructuring the productio

agents in particular sectors is very time consuming, and leaving the '

task exclusively to market regulations would have somg

burdensome SOCIO-eCONOMIC CONSEQUENCES. Nowadays, the

industrial policy is conducted by all industrial countries, regardles
of the model of market economy which can be encountered in

these countries.
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presently. the functions of the state are not solely political ones.
Apart from these, the state also focuses on the indirect regulation
snd coordination of economic activity. In some cases the state is
also involved in direct management, st2ering selected areas of the
industry by establishing the pace and directions of their
development. Should the state not participate in the industrial
economic activity, it would be impossible to solve the most
significant contemporary problems which have a serious sccial
impact, such as, for instance, mass poverty in the regions where
old-fashioned industries have been done away with, the increase of
regional economic disproportions, as well as the protection of
resources and natural environment (Biator and Obrgbki, 1993). The
state may effectively influence the industrial economy, being a
significant economic entity itself; it also possesses appropriate
economic foundations which result from the following
conditionings:

The state owns a certain number of companies and with respect to
these companies it performs the function of an entrepreneur,
regulating, for instance, their production, investments and'
technical development (Mazurkiewicz, 2000).

in the public sector, under the direct state supervision and
regulation is taking place the realization of some investments which
are the main form of introducing scientific and technical
deyelopmenl in economy. A large part of the national income is
being transferred through the state budget, which means that the

state is an important contractor on the commodity market where it

?;l;chtase:s industrial investment goods, materials and equipment.
lakess alte is an important contractor in the credit market, because it
s oans 19 cover some Iarge-fscale expenditure, e.g. in
A nnection with undertakings which are especially capital-
onsuming,

Th . -
ecl‘ necessary functions performed by the state in the national
Cnomy are also due to the fotlowing reasons:
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The necessity of performing by the state some indispensable.
functions having the character of social and infrastructural services,
whaose rendering requires the provision of material and financial 3
means, as well as establishing and collecting ta¥bs to attain such
objectives. The necessity of performing some legislative and?
executive functions which establish, organize and correct the
functioning of the regulatory system, and the legal and
organizational order in economy. The necessity for the state to}
establish some general conditions {legal, institutional;
organizational, monetary and currency ones and others) in order to
assure the functioning and development of economy, economic
cooperation with abroad, protection of the economic interests of a}
given country in international relationships, improvement of social’
cohesion, etc,

Through the industrial policy the state exercises its influence in a
specific way, with the help of specific measures and specific §
institutions, in order to stimulate the economic development in 3§
accordance with social objectives. The necessity of conducting:
industrial policy as advocated by Markowski (2003) is to contribute
to the reduction and even distribution of costs borne by the society
due to structural conversions. The cost of adjusting some groups of &
industry to new conditionings ought to be distributed in such a way &
thatitis borne by the whole society, which is possible only with the ;
help of state intervention. The state, by developing programmes of 8
re-qualification and re-allocation of workforce and capital, may’

reduce the social, political and economic costs of economic .3
restructuring. :

The state intervention is indispensable due to the disparity ofA
criteria governing investment decisions of private and public,
investors. Private investors often do not take into account thej
external results of their investments. Under some circumstances
(e.g. slow economic growth, high rate of inflation or uncertainty
with respect to the shaping of demand), the market reacts too}

124

siowly to affect the growth of production and work efficiency, and
thus improve the competitive stance of industry. Under such
conditions many investors assume a conservative investment
strategy (Janasz, 2000)

several other reasons for conducting the industrial policy by the
government have been listed by Janasz (2000), accordingtowhom:

The necessity to conduct such a policy is due to the very nature of its
structure; only an economic centre is an entity endowed with a full
picture of the development of the economy and industry as a whole;
the response of supply and demand to market stimuli is varied;
under the market economy the functions of economic objectives in
the macro scale and the micro scale (companies) are separate.

Apart from the aiready mentioned ones, the following arguments
can be added in support of the necessity to conduct the industrial
policy. According to (Karpifiski 1994), the argument of pragmatism,
as the worldwide experiences shows that the measures of
macroeconomic policy are insufficient to stimulate positive changes
in the structure of industry. Decisions made solely within the
framework of market mechanisms have a short-term harizon and
the long-term development strategy cannot be founded on them;
the argument of effectiveness; without the industrial policy which
specifies structural goals and preferences the state cannot influence
the industry in an effective manner.

The absence of an industrial policy has negative consequences with
reference to the privatization policy, trade policy and employment
Policy; equal treatment of all industries remains in contradiction
With their objectives, processes and the roles they play in technical
and technological development, as some of them perform the
function of a driving force in the technological development, while
Others only use this d riving force to their advantage.

Thus, various industries are not equal. What is more, particular
125




sectors of industry behave in the market in their own peculiar ways'
being threatened by the competition due to an active industrig|]
policy conducied by foreign partners and interngtional corporationcg
operating on the domestic market; the absence of the state’s ow
industrial policy does not allow for a counteraction in the cased
when they bacome a threat to the national interests; stat
interver.tion supports the synchronization of the processel
connected with liquidating old-fashioned industries and replaciri
them with new ones; if such processes are not supported in any 1
by the state the society may suffer from their negativg
consequences, e.g. one of them being the mass scalg
unemployment.

According to Sadowski (2008), the necessity for conducting thé
industrial policy is further justified by the benefits it entails. Theg
author claims that the competitive status of a particular count 3_
depends not on its total economy, but rather on the successes o 5
particular companies. A large-scale establishment of conditionsg
generally conducive to expansion by the macroeconomic policy is
useful, but more benefits result from accompanying this kind of
policy with the concentration of measures in the specific, mosty
promising areas of economy. Then the growth of competitive forcel
of domestic companies takes place not only thank to thé;
establishment of generally favorable conditions connected witi
finance, taxes, credits and currency rates, but also thank to thes
focused activities which provide the companies producing particuldj
goods with support in the sphere of export expansion or innovativeg
processes (Sadowski, 2008). A

Despite the presence of such considerable disparities in thy
opinions about the industrial policy, @ majority of countries Gf
conduct such a policy to a greater or lesser extent. The acceptanced
negation of the industrial policy is not, however, a key dilemn]
connected with it. A more vital problem is to determine what thige
policy ought to be like, what objectives it is supposed to attain, angs
to specify the structure of future investments and name the sectO. 3
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that ought to be developed or restrained, as well as to decide what
instruments should be implemented in fulfilling its tasks.

Thus, the industrial policy is an intentional activity. Playing the role of
a corrective agent with reference to the market mechanism, the
industrial policy enables the authorities to achieve goals, which are
ysually unattainable in any other way (Kazarowicz and Skowronska,
2005). Thus, it may be concluded that the industrial policy can
constitute a specific antidote to the imperfections of the market
mechanism and supplement its functioning. This being so, the
industrial policy is complementary, not competitive, with reference
to the market mechanism. In the light of everything that has been
said so far, it becomes justified to state that the industrial policy
promotes the development of industry, improves its
competitiveness in foreign markets, stimulates structural changes in
the industry and alleviates the social effects entailed by the decay of
some branches of industry. Furthermore, it improves the
effectiveness of utilizing resources by their appropriate allocation,
and stimulates innovativeness in the industry (Janasz, 2000).

However, independently of any peint of view, it is a fact that the
Industrial policy, being a stimulus for certain expected changes in the
economy, constitutes a kind of the state's interference. Based on the
sbove assertions the paper tends to examine Nigeria's industrial
policies, sustainable development and the challenges of
globalization.

Evolution of Industrial Policies in Africa

Prior to gaining their independence from colonial rule, African
“@untries' production patterns and markets were mainly organised
0 suit western interests. The continent's main raw materials,
Namely, minerals and agricultural goods, were produced and
ported in their crude forms thus ensuring a steady supply of raw
Materials for the industrial expansion of some of the countries of

Europe and the USA.
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At the same time, African countries provided a willing outlet fg
manufactured goods, the raw materials of which were also g
African origin. With independence, those production patterns an|
trade were easily inherited and, in the absence of appropriat
policies and strategies, perpetuated by African governments. Beig
producers of raw materials in an increasingly buyers' market notey
for its violent price fluctuations also had serious consequences ol
the implementation of national development plans which invariab
depended on the proceeds of exports. Having endorsed agricultugg
development in the 1960s, as well as expanding mining activitie
increase export earnings, African countries were self sufficienty

foodinthe 1960s.

« M

However, the relatively low demand for agricultural producf
resulted in a fall in the prices of many of such raw materials in thes
world market. The developed countries' corresponding large-scal
production of all sorts of synthetic products or alternatives

Africa's raw materials frustrated the countries' efforts to mobiligg
adequate foreign exchange earnings to transform the econom§
landscape. The prices of manufactured goods were rising; Afri"
countries had to produce more primary goods to purchase the samg
amount of manufactured goods or alternatively, had to procure leg

manufactured goods for the same amount of primary produce.

The fall in prices of primary produce, therefore, had catastrop
declines in the growth rates, as well as in export volumes of mg&
commodities and in export earnings with tremendous deficit in
balance of trade of the African countries. The dependency #&
reliance of African countries on the export of primary produgg
whose prices were determined externally for foreign exchankg
earnings, made African countries very vulnerable and contributel
immensely to their 'underdeveloped status’, )

These countries were characterised by poverty, illiteracy, ill healtd
high mortality rates, etc. Realising the dangers of depending SOIe
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on 'raw maten:al exports, the African countries began to di i

their economies through multifarious, but quitegho ot
programmes of industrialisation with a view to moife"e‘?us
cCoNOmIC growth, generating employment and incomzc:zeevri:g::

poverty and raising standards of livi d
iving. T :
independence was extremely small. g. The industrial base at

In the early 1960s the contribution of manufacturi

(Tj:gy::rt:/c :::d;tct (GDP), in n‘mst‘countries, was less tha:gs g:rizrsts

He R cr empt to .defme industrial polices in Africa focused.

' prf: uction of basic consumer goods and a limited ran f

;ntzfr?ednate ggod; to replace imports. Africa was not alg 1
ra @onfal pol.raes In Asia and Latin America also aimed at | o

substitution with elements of state control and growth poles"'l‘::)t(::ret

A go : ;

cofnt‘:?es::mber oF 'nc!ustnes were established in individual

domestices rOUShOU.t Africa. Such industries utilised very little or no
W materials. The raw materials and other inputs were

th i i
€ processing of basic metals was al
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sector grew at a rate of 8.3 percent. The contribution of industry to
the GDP rase from about 14.5 percent in 1960 tgapproximately 20 ¥
purcent in 1970, and to about 25.8 percent in 19771 (UNIDO,

1983). ,
The chere of value added of manufacturing in industry at constant

factor cost {1970) was approximately 13 percent. The percentage S8

share of ind,vidual countries, Nigeria included, was between 6 ta

20 percent.

According to the Ecotiomic Commission for Africa, (ECA, 1974), of 3
the 39 countries for which data was available, in the 1960s and s
1970s, the share of manufactur'ng to GDP was less than 5 percent #
in 15 countries in the 1960s. Hov/ever, by 1974, seven countries §

had a share of less than 5 percert {UNIDO, 1983).

Twenty-three countries had a manufacturing contribution of 5 to

15 percent to GDP in the 1960s, but by 1974, there were about 28 :
countries in this category (FCA, 1974). Some countries recorded 15  ;
to 20 percent manufacturing contribution to GDP. The main reason .:
for the growth was increased production in response 1o growing 5
real demand in the countries. The increased prosperity in the
industrial sector was accompanied by increased population growth &
rate and low agricultural productivity (UNIDO, 1983). The §

industries that were established produced mainly light consumer ; :
goods to satisfy the demands of a relatively small sector of the:

urban population. Such industries failed to establish meaningful
forward or backward linkages within the industrial sector and with
other sectors of the economy, notably the agricultural sector.

The continent was littered with non-competitive high cost import;
substitution industries, heavily dependent on external sources for
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raw materials and other factor inputs. In addition, industries so
established did not mitigate the problem of unemployment.
Requisite knowledge of engineering design, process technologfes
and production methods were held back by the foreign partners.
The full range of knowledge required for the efficient and effective
operation and maintenance of plants and machinery were hardly
shared with the African industrial labour force a trend, which
perpetuated the continent's weakness in technological capacities
and capabilities for sustainable industrial development.

The import substitution policies in Africa did not resuit in the
desired transformation of the economic landscape. Because of the
heavy reliance on light consumer goods industries and total neglect
for the production of intermediate and capital goods, Africa
continued to rely on external sources for such goods, including
spare parts and components - a trend which also encouraged an
unprecedented borrowing of foreign capital from abroad, rﬁainly
from private sources, on onerous terms and conditions.

Thg export promotion strategy, adopted by some African countries,
as indicated above, encouraged the ploughing back of foreign
exchange earnings into downstream processing activities.

In Egypt for example, the country's natural resources and relatively
ctheap labour were favourable factors for success at the initial
stages. However, in common with the import substitution policy,
Most export oriented enterprises maximised the importation of
factor inputs, thus frustrating the domestic production of such
factor inputs and suppressing the development of entrepreneurial
Fapabilmes and technology development. Export oriented
INdustries were also heavily protected by tariff and non-tariff
Measures, as well as being subsidised.
131
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Historical Perspective of Policy Development in Nigeria
Nigeria's industrial policy adopted since indepegdence in 1560 was
dominated by the goals and instruments of the 1970's. The policy
has been one emphasizing import substitution (IS) strategy, which;
was necessary and inevitable for Nigeria having regard to her
colonial experience in the area of economics and trade (Ajakaiye
and Akinbinu, 2000). In the 80's, it was felt that the strategy ought
to have advanced to the stage of import displacement; that is]
producing locally made goods which are different from or at least
only similar to former inputs, but which are based on localiy g
available inputs and technology and on real needs (as distinct fro
imported consumption patterns) of the economy (lmevbore;
2001).

Such a strategy of import displacement was meant to significantl /
replace the erstwhile strategy of simple import substitution, which’
involved the importation of inputs for the local production of goods!
identical with the former exports (Dayo, 2000). An input
displacement strategy was considered to be a most effective
avenue for significantly enhancing local value added, stimulating '
the development of home grown and madified or adapte of
technology and minimizing the offshore cost of manufacturing. The
government also agreed thatimport substitution and displacemenigg]
ought to be complemented by the stimulation of export oriente.
industrial enterprise.

One philosophy which was utilized with the hope to promoté
economic development in the 1970s was the Indiginization Decre eS
of 1972 and 1977. The idea behind Indiginization was to givg
Nigerian's greater opportunities compared to preceding years '3
participate in the productive sectors of the economy. The decree gy
sought also to limit the sections of the economy in which foreig i
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companies could operate.
The overall aim was to push foreign capital into higher technology

areas thereby creating opportunities for Nigerian's in other areas
(Imevbore, 2001).

The Indiginization Policy was only partly successful in that it did not
shift control to Nigeriansand it reduced the extent of Foreign Direct
Investment (FDI) which came into the country (Dayo, 1999). In 1986
a technology policy was formulated to complement the industrial
policy whose major strategy was import substitution. The
technology policy relied on transfer of foreign technology as well as

endogenous technology development as vehicles for achieving the
nation's industrial goal.

These policies gave rise to the promotion of large and medium scale
light consumer goods industries, through Foreign Direct
.lnvestment (FDI) and joint ventures: large scale public core projects
in the area of steel, cement, pulp and paper, fertilizer
petrochemicals, sugar, machine tools and the like using the same'
mechanism for private small and medium enterprises and
employing considerable labour.

:f' Overview of Nigeria Industrial Policy in the Present Political
'Spensation (1999-2015)

Z'rf;:oltZQ'S,dthe .civ-iliar-1 government has stepped up measures to
e l:; us:'allzanon through various policies that are putin
s in;enh: es the drafting of a new industrial policy-with the array
e con:es, ch.ernme.rft has also embarked on two new bold,

roversial, initiatives to boost industrialization- the

133




setting up of the new Bank for Industry (BOI), and the Small and
Medium Industries Equity Investment Scheme (SMIEIS). The bank
was introduced as a development institutich to accelerate
Nigeria's industrial development through the provisions of term
loans, equity finances and technical assistance to industrial
enterprises. It is a combination of the Nigerian Industria)
development Bank (NIDB) and Nigerian Bank for Commerce and
Industry (NBCI) (Uzochukwu, 2008).

The orientation has been developmental in nature to make a 3
considerable impact in terms of long-term (sanctions and .

disbursement), employment generation, industrial dispersal and

promotion of indigenous entreprencurship. It inherited under its &%

fold the Industrial and Insurance Brokers (IDIB), Leasing Company
of Nigeria Limited (LECON), NIDB Consultancy Limited and NIDB
Trustees Limited, which belong to the old NIDB. The Nigerian Bank
for commerce and Industry another bank which it inherited was
established in 1973 with an authorized share capital of N200
million while its capitalization was expected to be N60O million at
the conclusion of the re-structuring in 1999 to enhance its delivery
capacity (Uzochukwu, 2008) . '

The bank was established to provide financial, technical and A
management support services to Small and medium scale
industries. The SMIESIS Fund, to which commercial and merchant 3§
banks are expected to contribute about 10 percent of their profits 1
is another scheme directed at promoting the SMEs. The major _'

pressure point about these measures pertains to the non-market

features and hence the susceptibility to failures as with the earlier |
directed credit schemes. Given the pervasive corruption and the 4
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weak institutional foundations, many analysts fear that the funds
might end up as another piece of 'national cake’ to be eaten up by
corruption. The funds are unlikely to get to the intended
beneficiaries, and the loans might end up as bad and doubtful
debts-which would cripple the operations of the funds in the future
(Ikpeze, 1991).

Small and Medium Industries Equity Investment Scheme {SMIEIS)
The Nigerian Bank for commerce and Industry another bank was
estabiished in 1973 to provide financial, technical and
management support services to Small and medium scale
industries. The SMIESIS Fund, to which commercial and merchant
banks are expected to contribute about 10 percent of their profits
isanother scheme directed at promoting the SMEs,

The Smali and Medium industrial Development Agency of Nigeria
(SMIDAN) is set up to help in the coordination of the scheme with a
guideline that 60 percent of the SMIEIS fund should BO to core real
sector, 30 percent to services, and 10 percent to micro enterprises
through NGOs. The objectives envisaged for SMIEIS are as follows:
L Increasing per capita output/income and iniiating/
constituting changes in the structure of business and the
society through growth, increased output and employment
Opportunities
2. Enhancement of Regional economic balance through
industrial dispersal
3. Moderating rural urban migration
4. Easily ada ptabie tolocal technology
5 Promotion of effective resource utilization
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Incentive Structure for SMIEIS in Nigeria
Tax relief in the first five years of operation (company's

income tax policy of 1930) <@
| ii. Lower duties on imported raw materials by small and
medium scale businesses
Review of the seven-year tariff regime (1995-2001) in 3
consonance with economic realities and the desire to :
builda stronger and more viable real sector
iv. Tariff on industrial machinery and spare parts have been
reviewed downwards to as low as 2.5 percent
v. Duty on imported finished goods have been substantially
increased to discourage dumping in Nigeria '
Numerous problems are faced by SMEs while trying to assess the ¥
fund and they include: poor management, poor internal control
system, improper keeping of financial records, high rate of business 4
failure, lack of technical and economic counseling, weak working 1
capital base, non disclosure of information, susceptibility to sudden &
policy changes, poor accounting standards (improper records of 4 ;
business transactions), limits accessibility to institutional credit and ; 3
shortage of skilled manpower {lkpeze, Soludo and Elekwa 2001). 4

iil.

Summarily the SMEIEIS funds suffer from inadequate financial
resources to hire skilled manpower, which has restrained the §
expansion-and limits productvity. Others. include financial
indiscipline, loan diversion, aversion to disclosure of informationon
supply sources, production processes and production costs.

Nigeria's Industrial Policies in response to the challenges of

Globalisation

in an increasingly globalised economy with emphasis on
competitiveness, the increasing role of the private sector iNg
136 '

| o

economic development, in particular industrial development, it has
pecome quite apparent that traditional approaches to policy
development, implementation and monitoring, whereby the
government is the only stakehoider responsible for all three
functions is no longer appropriate. Prior to the 1990s, an industry
p9]icy was considered as a policy towards industry whose essential
ingredients are the specific objectives of the policy and the strategy
for its implementation, highlighting the policy instruments to be
employed and the policy environment in which the industrial policy
would be applied (UNIDO, 2007).

An industrial policy was, therefore, a framework for industrial
development covering such aspects as macroeconomy, fiscal factors
and infrastructure that should be in place forindustry to thrive. Such
policies were considered as reactive and bureaucratic, By the early
1990s, there were signs of discontent. The key stakeholders, namely
the government and the private sector, began to recognise that
neither the government nor the private sector, per se, could
promote and develop the industrial sector. It was no'longer
considered appropriate for the government to formulate industriai
master plans.

;::elr;semto Pr:)minence of the private sector in the economic
i :f ;l:tto t‘he develop.mg countries in Africa has led to various
i ategic networking among the stakeholders and the
responSibmfer:ent by government of its facilitating role and
5 the pro ny; olr governance and economic management, as well
o r:hohn a.nd development ?f public private sector
o ec .amsms anfj partnerships. The latter provides a
Hines Pportunity for policy development to be done in an

sphere of transparency and trust. The continuing importance
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of public private partnership has enabled the government and t18
private sector including, where appropriate, academia " 1
collectively adiress the complexities of econdnic developmeng

the implications of industrialisation in an increasingly globahs '
economy and to make informed policy decisions that will improy8®
the enabling environment for a competitive and sustainabj '
industrial sector (UNIDO, 2007). ]

The 1990s witnessed the emergence of policies focusing g
industry level competitiveness with the firm as the core fa
Policy instruments were designed to improve first and foremg
productivity, while at the same time promote and facilitate t
introduction of new technologies, organisational method§
research and development (R&D) resources, including knowledgg

resources to strengthen the capacity of the industrial firm 3§
produce good quality products at reasonable prices. industrig
policies were therefore targeted at “the facilitating firms to acquirg
the knowledge embodied in capital goods, design and other nong
tacitsources of technology (Claudio, 1997). ;

According to Claudio (1997), the buildup of capabilities is g&
purposeful act of creating comparative advantages while helpi g |
more firms along the technological gradient. Thus, in attempting{§ ]
build industrial capabilities, the-object is not only to improve tHEE
environment for technology development, but materia[
contribute to enlarge the endowment base (Claudio, 1997). 3

The main issue, however, is that firms should be in a position
master and use technologies bearing in mind the pressures ang
influences, both internal and external that could impact positive g
or negatively on technology decisions. With the current thrust {0
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export promation in a competitive global economy, some countries
are opting for sub-sectoral targeting of industrial policies. In
general, specific sub-sectors contribute substantially to
manufacturing output, employment and, in some cases, export
earnings. Nigeria, by the end of the 1990s, was seriously thinking in
terms of increasing the competitiveness of its products through
“increased research and development (R&D), introduction of new
technologies and the overall restructuring of its production
patterns (UNIDO, 2007).

essential Elements of Industrial Policies in a Globalized Economy
Academic literature took the lead in defining how in a globalised
world a future oriented industrial policy could be different from the
past. The following elements seem to be common to these 'new
approaches’ (Aiginger, 2014):

Industrial policy should be a state of mind create a climate of
cooperation between government and the private sector a
discovery process generate positive spillovers to other sectors and
not be based on purely financial incentives (Rodrik, 2011). It should
target activities and broad sectors, never firms; it should promote
new activities not prevent exit, that is follow markets instead of
leading them (Aghionetal., 2011).

Industrial policy is necessary to prevent 'lock-in' situations, of
'“Vemng in old technologies. Producers of 'dirty products' tend to
iNnovate in 'dirty programmes'. In a nutshell Aghion et al. (2011)
3gue that new research follows old paradigms and that companies
invest where they have been successful in the past. The task of
'”dustnal policy is to prevent conservative path- -dependent
de‘C'S!ons Industrial policy should create new comparative
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help developing countries like Nigeria to diversg
Hmulate exports, not prevent imports. New indu '
uldd Livour competition, instead of Being an adversa "
piition pelicy. industrial policy should not protect no:x-vig
prnetic firms (a criticism of older industrial policy); Aghion et¥8
(1081} ‘
Governments should only intervene where they have a long-t
interest (not just short-term goals such as saving jobs in distresg
reglons or during
with societal needs. Industrial policy should benefit society;
whole, not just individual companies (Aghion et al., 2011; Rodh
2008, 2011). Industrial policy should no longer be- an isolaté
policy. It has already merged with innovation policy, it has to buig]
up and be supported by education policy. It has to be syste i
pushed by competition, pulled by ‘beyond-GDP' goals (Aiging ‘
2012).

the depths of a recession); it has to be conne tt ‘

industrial policy should start from the vision of where an econo 3
wants to be in 20 or30yearsin the future, of which factors (incomg
social goals, ecological sustainability) will define welfare, and &
which capabilities will provide competitiveness and growth ongE
path aligned with these pillars (Aiginger-Bérenthaler—Sieber-Vo
2013). Mazzucato (2011)-focusingon the interface of industriala
policy that active

innovation policies - advocates a procurement
promotes innovation, specifically innovation in non-technical fie
i e. social and ecological innovation.

The state is an important source and catalyst in virtually all ng
technologies. The vision of an entrepreneurial state facilitating 4
emergence of new generic technologies may be a little ove
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n‘miSf'C' nonetheless because of path dependency, government
Jecisions are vital, if big changes in technology or society are to

cuf- mMeanwhile, Johnson (2009) calls for industrial policy to
rebalance the economy towards non-financial sectors (such as
manufacturing) and away from the financial sector.

5ustainab|e industrial policyin a Globalised World
sustainability is defined as meeting the needs of the present,
without compromising
theirs. That implies a heaithy environment, a healthy economy, and
3 healthy society,
{hrough good global governance.

the ability of future generations to meet

byilt on sound foundations and maintained
An industrial policy is a plan to
encourage desired patterns of industrial development and growth.
it should strategically target specific industries and sectors, as well
25 consider broader needs such as transportation and
communications infrastructure, education and skills training,

research, and energy (IGU, 2013).

Asustainable industrial policy must create 2 healthy economy and
guality employment (decent, secure work that pays a living wage)
while minimizing negative environmental impact and advancing
the interests of society as a whole. Sustainable industrial policy is
not about creating conditions for companies to thrive at the
expense of workers, society and the environment. It's about
Creating conditions under which companies'can operate in orderto
make a sustainable contribution to society. Global corporations act
!0 maximize private control over resources, production,
©nsumption and investment, while spreading the costs and risks
of their activities over the rest of society. Their focus is on
:‘:Sx"mifing short-term profit, in full knowledge that this is
ustainable (IGU, 2013).
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