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ABSTRACT

In this research project effort has been made to see the effect of
international trade on the economic development of Nigeria. In recent
years, the inflow of foreign direct Investment and Intra-Nigeria
investment by foreign investor and indigenous respectively has
witnessed many retrogressive changes especially in the area of
manufacturing and other enterprising requiring large capital base. The
researcher undertook this investigation to properly find out the causes
of these unfavorable changes in Nigeria.

International trade is triggered by a nations insufficiency and the
need for economic and technological advancements.

International trade brings nations together in a global
environment for exchange of wealth knowledge and has lead to rapid
change in standards of living.

Economists were prominent in the fight foi recognition that the
causes and consequences of inter nations domestic trade but saw it in a

different light.

A favourable investment climate naturally attracts. Inflow of
foreign direct investment. The contribution of international trade
activities to a host country cannot not be over emphasized therefore

every tiling reasonably possible should be done to encourage and
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sustain existing investment and attract more. Nigeria stands to gain

more than loss, if the country industrialists rapidly and positively.
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CHAPTER ONE
INTRODUCTION

1.0 INTRODUCTION

Frade s a repeated sequence of exchanges of goods and service s
through market transactions. It is referred to as “International” if it
nvolves bransactions heyond the houndanes of 4 covererqn polie o
authonty. When such transactions involved the exchange merchandise,
it is termed visible trade while the exchange of setvices is referred to as
mvisible trade. The outtfow of goods and <ervices s tegarded as export -
while the reverse is calted imports, (C.B.N. Bulletin, Octobet/Docombior,
1995, Volume 19,. No. 4. The structure of Nigena's External Trade. A
Focus on Export: By Hammed A. Abebefe. page 39). International trad
is a concept based on two fundamental principles: comparafive
advantage for what gouds does a country have most abundant
resources to produce and export relative to other countries? And terins
of trade. What will be the best or the ratios at which the exports of one
country exchange of its trading partners? N ‘78058

Exports, more often that not, reflect production beyond what s
requited for domestic consumption on a situation where a deliberate
policy 1o prodioce solely for expoits 15 not oursued. In addition 1o
oxpotting cconomy will benefit from increacod production of aoods and

soovices, employment and a more optenal utiization of  productive



capacity.  These heuﬁ#ﬁts eveloally  transforms  into better  fiving
con.c.iitions'; for he nationals of the exporting ceanuimy,  siice foran
exchange eamed viould conlribute to meeting their needs for some
essential goods and services,

Recent development in the Nigetian ol dependent mono- cuitun
econonty have lod 1o the recognition of the importance of export as a
verilable engine of economic development. One major viable source for
a nalion desirous of reducing its dependence on foreign bon.'owil'u.i anid
for a Self--Sl_lsléilliflgl growth is through the development of its export
potentials and an aggressive marketing of its export in the global
market.

Nigeria's .over dependence on crude oil export is dicey owing to
the fact that, the vagaries of the ofl inarket has resulted in a significant
decline in earnings. This rose from the worsening lerms of tade
confronting the il export seclor as both the barrel price and preduction
level of crude ol are  exogenously  determined .mainly hy the
O;'Qanizati(_m of Pebrolemm Exporting Counteies (OPYC),

A way out of the foregoing guaamire is to diversify export away
from dependence on crude petroleum as a ma}'or foreign exchanue
earner antd to encourage aggressive drive for non-oil commodity export.

However available data have revealed two {acts: non-oil export

have continuerd to be dominated by primary agricullural commoditie;

| wREE R
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with littie valuer added. Second as & proporfion of aggregale exporl
receint remamned msigmiicant inspite of all export stimulation incentives
put m place. These facts reflects that the nation’s non-oil export have
[anled to make sigmiticant penetration into the international market.

A well-developed form of international trade will often lead to
improved productivity, higher level of employment, and greater profits
from which to pay higher wages and retirn Lo stockholders, imcreasiig

the standard of fiving of the citizenry as well as foster the economic

development of the nation,

What have been the effects of social, economic, political and
refigious instability on the level of internatioral trade and economic
development in Nigernia,

Foreign investors to Nigeria may be permanently scared due to
political inatabitity i the conntry, national income or teyennee a1y
scuttled, if these 1ssues are not properly addressed

Balance of payment may be thrown into disorder due to
unfavourable terms of trade waith other countries.,

fhie whole development plan may be aberted, if the piofit of

!

international trade in Nigeria is not properly managed, towards

ecconomic development of Nigeria,



A qgovernment  can be  overthrown  and political  instability
unleashed as a result of scandalous and lopsided legislation amidst
cortupl pohcy executors,.

What then makes a healthy economy? What is international trade
and how is it operated?

How does a country attract foreign investors? What are the
contributions of foreign trade in a host country to her national economy.

The researcher explores in dept, the causes and effects of these
anti-economic  development,  These variables never allows  any

meaningful development in the country,

1.2 OBJECTIVES OF THE STUDY

Nigeria has not been guite fortunate in tapping foreign investment
though international trade and her investment in international trade has
been unfavout able.

. « The objective of this research is to examine the factors
conshaining international trade and economic development in
Migetia with a view to suggesting soiuhons Lo redress the

situation. |

2 Socondly to assist the government in her effort in expart

development and promotion by generating ideas, suggestions



and measures des@nvd to advance the course of Nigeria’s
Cxport Grade.

3. Thirdly, (o oilically observe ot examine the instruments
invoived in internationat t'ralde transactions.

1.3 SIGNIFICANCE OF THE STUDY

The significance of this research is to update previous works done
and gccommodate the views of the chanaing environment and it witl
sensitise international brade in Nif)f#riﬂ anel Iz.:umplemer"tl gaver e
effort at improving international  brade.  Practical  solutions will be
preferred to them. Undoubtedly, this will increase knowledge on the
part of those involved in this trade and the general public,

it will also go a long way in stimulating exporters to carty ot
export trade with less hitch. This will go a long way in generating
employment opportunitics for our teaming popula:ion, thereby aliowing
private sector contribution to the economic develepment of the country
in genernl. | |

This stucy i also relevant to the government, as it will analyse
the shortcoming involved in carrying out infernat'onal trade. Measures
and policy reviews can be carried ot by the fjovernment in order to
shiilale foreng tade thereby increasing her balance of  payment

surplus.,



Alvo  the reidence of  the host countey can benehl from
mternational trade by way of investors assisting communities by
providing community health centres, employment for their youth, etc,

Organisations alsu will have an opportualy ta benefil fron
international trade by means of technicat assistance from foreign
countries therelyy Hnproving o her produtts. Joint ventures and
bilateral trade agreement will EJSSI\St the host coutttry 'rh benelitiig fram
the lalest lechnology and financial assistance from then  parthers

abroad.

1.4 SCOPE OF THE STUDY

The researcher in no way altempted 1o go into the details of the
effect of international trade on the economic development in Nigeria of
the late sixtics, seventies, eighties but the challenges of the late nineties
specifically, the period hetween 1994 to 2000. ‘

The study will hopefully unravel the peculiar and persistence
problems of the past six years with its devastating and epileptic tool.s on
the national economy. Emphasis have been laid on the use of oil and |
non-oil seclor foreign exchange; proceedé in setfement of international

trade transaction and also government guideline in respect of

international Wracle. ' ' EE
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1.5 LIMITATICN OF THE STUDY

The researcher is not exempted from the hardship of the

devastated  economy. The following factors nmutgate  agamst  hasing

information m conducting the research on the eifect of international

frade on the economic development of Nigeria since 1995 to 2000.

The sonnces of data are not readily available as most business
otcgatitzations in Nigetia are not prepated o telease the volume
of their mternational trade as they regard this as a trade
secret,

Most business organizations are not prepared to grant oral
mterviews  for fear of being quoted as most business
arganizations in - Nigeria render impropet returns to the
government agencies,

The published Central Bank of Nigeria statistics on
international trade are not easily availabie. Consequently, the
researcher resorted o make do with the publication on hand
and corroborated it with experience. Thus the researcher was

this way restrictod.

1.6 A SHORT HISTORY OF INTERNATIONAL TRADE IN NIGERIA

(e genesis of Nigeria's international trade dates back to the pre

colonial pened, when the European first came 1o Lagos in 1896, (A



decade of the Commonwealth 1955-1964, Page 434, Wiritten by
Hamilton  Robinson  and Godwin, Eds.) During the colonial petiod,
Nigerias external trade was dominated by Britain its colonial master
with less volume of trade with other nation«.

Historically foreign private investment in commonwealth Afnican
countries had gone into only there channels: hade, plantations and
mining. When the slave trade was abolished i nineteenth century,
many of the slave dealers on both sides reverted to the legitimate items
of commerce: in west Africa this took the form of trade in palm oil and
kemels, in return for those exports, the Africen imported alcoholic
diinks, textiles and glass jewellery, But trade was largely by barter and
the hinterland not been opened up. It is of interest that the United

African company, the longest trading firm in Nigeria, had in 1939 only

£.75 milhon m fixed assets of £2.5 milhon in floating assets,

The achievement of independence by N getia brought a drastic
change-in the direction of Nigeria's external trade, which was diversified
Nigeria served as a source of raw materials to Uk industries durimg the
days of colonial rule, As time went on Nigeria’s export to Western
Futope <tarted dechining while that of the U.S.A witnessed steady
mcrease. LLSA served as the aicatest buyer of Nigeria’s crude oil. The
nctease i impor! led to Nigeria suffering from serious balance of

payment deficits.



Prior to the ol br)o'n.) of the early 1970s, agricultwe was the
mainstay of the Nigerian economy. it supplied most of the food needs
of the populace and accounted for the bulk of foreign exchange
earnings of 1he country. The arlvent of crude petroleum production and
relaled activities especially in the eailly 19705 changed drastically the
structure of the Nigerian economy. (C.B.N. Bullion, April/June 1994,
Non-oil export in Nigeria's changing policy dispensation by Dr. M.O. Ojo

Director of Research, C.B.N. page 9). The huge foreign exchange

earnings from crude oil exports encouraged the imports of finished

goods (inciuding food) and services. However, as the world oil market
collapsed in the early 1980s, resulting in a drastic reduction in earqing

from oil exports, the import dependent industrial structure that had

emerged became  unsustainable.  Farnings  from exports  becane

“increasingly inadeqguate to pay for an alarming growing import bills, All

policy measures designed to improve the sitvation, including the

stabitization measure of 1982 as well as the tedrictive monetary policy
and lhe slringent exchange control measures of 1984 proved
ineffective. However, what we see today is igh inflation in the

ECONIMY.,

......



1.7 DEFINITION OF TERMS

Bills of Laden - Is a <hinping dooomant vsed v Lhe
transaction of goods from the exporter to the importer.
Letter of Credil- A commercial lelter of credit is issﬂed by a
bank on behalf of the importer.
Counter Trading- A counter rading agreement is where
the selling parly accepts payments in the form o( goods as

' oﬁposed to currency. |
Balance of Payment- The net value of all economic
transactions including trade in goods and services, transfer
payment, loans and .investment between resident of the same |
country say Nigeria and those of all other cbl._miries.

- Balance of Trade- This is a comparison of the country’s
totak visible exports with her total visible iinports.
E.P.Z.- | Export Processing Zone_ e.g. Calabar.
N.E.X.I.M.-The Nigerian Expori-lmport Bank.
N.E.P.C- Nigerian Export Promotion Council.
Bilateral Trade- A lrade agreement helween two countries,
Multi-lateral Trade- A trade agreement between two or more

countries.

10



1.8 CHAPTER REVIEW

This chaptar contains the inlroducmn to this work. Statement of
the problem, the objectives of the study, the significance of it lrJ Il‘h&é
Sociéty as well as the Iimila.tion.s of the study. A short istory ol
international trade in Nigerian was also discussed followed by a
definition of some relevant teims, The chapter was concluded by a
review of the enlire chapter e, the lughlights of the w_holc: chapter o,
Each chapter is previewed iﬁ t!;is chapter.

.. Chaj:ler two will consist of the litaiature review in a related field,
This will also include the introductory part as well as the financial
faciliies for Nigerian importers and expotters followed by the
methodology of international trade financing in Nigeria and a conclusion.

The chapler three of the erojzcl contains the conceptual
frameworlk, which is divided into seven headings starting with an
introduction and then followed by economic development and
international trade, réasons for international trade, factors affecting
international  trade, instrument of international lrade, financing
international trade and finally the risk of international trade. o

Chapter four contains the research méthcdo(ogy used and is
dividled into seven sub-headings. That is thé tntroduction, the technigue

selecled, methods used in data colleclion, advantage of the method,

'Y Y. .



disacvantage  of  the methad, jostification of the method and a

conclusion.

The chapter five contains the data presentation and anal,sis 1t s
also divided into six sub-headings starting with an introductory part,
followed by data presentation, economic, socizl, political and religious
effects on the economy, the analysis of the data presented, reseaich
findings and a concluding part.

Finally. the chapter six of this project will contain the summary,
conclusion and recommendations of the entine chapter and toliowed by

bibliography and appendices.



CHAPTER TWO
LITERATURE REVIEW

2.0 INTRODUCTION

According to Horne (1971), "1he mativation Lo invest capital in a
foreign operation, of course is 10 provide .n retarn in excess of that
requir(-zld”‘

Economists have long recognised that the principle governing gain
from trade apply equally well to both foreign and domestic trade
Economists were prominent in the fight for récognition that the causes
and consrnenees of international trade ware maioly an extension of
the principle goverping domestic Uade but saw i in o differont Tight.
Some of these principles were developed quite eatly but it was nol until
M 19th. centtny that Lthe British economist Jo.‘lm Slélnt (1958) Mill
advanced a theory showing salisfactorily how inlernational bade could
be explained by exactly the saive principles as those explaining
domeslic trade (Lipsey:1979). |

The researcher’s intentior.\u on lhi.s chaptar is o review some
relevant lileralure on internatio.nal trade both from within and outside

Nigeria.



2.1 FINANCIAL FACILITIZE FOR NIGERIA IMPORTERS
| Ovwefuoma (1988Y states that importers may be sole traders,
very long industrial concerns engaged in the manufacture of heavy plant
and machinery or the construction of dams, power stations etc.. Their
needs obvicusly differ according to their capital resources, their
requirement can range from short term finance, cash against documents
up to two years through Lo medium t-rm credit facilitios of five years or
more. |
He further s.ays that, finance for Nigerian importets may be

provided through e following faclities.

1, Loans and Overdraft

Before a bank grants loans or overdraft facilities to an importer,

[
Mr. Ovwefuoma went further lo say 1hat, it tonsiders the Credit
worthiness of the importer.

2. Open Account Payment

Under open account payment, method, the documents and goods
are sent directly to the importer who arranges to pay for the goods as
agreed hetween the importer and exporter.

3. Credit Against Term Bill of Excliange

The overseas exporter may be prepared to grant a period of

credit, but only on the condition that importers open a documentary

credit in his tavour,



4. Produce Loan
If the exporters want sight draft, then the importer has no choice
than to mstruct his bank to open documentary credit sight in favour of
the exporter. But the imporler can still use this documentary sight credit
to obtain what is called produce loan or merchandise advance.
Securities required fer any of these facilities includes:

A The bank having control of shipping documents as
security and as means of repayment.

[ The importer will be required to sian a certificate pledage
or letter of hypothecation giving bank power to sell the
goods where necessary.

( The bank will require a full set of bills of lading endorsed
in the bank or to the order of the bank.

(l The goods will have to stored in the bank’s name with
msurance policy covering the warchousing of the gonds

According Lo Ojo (1994)°, there are many problems constraining
the dovelopment and arowtih oif non-cil exports in Nigeria, some of
these problems are analysed below.

I Export Disincentives

Exporlers are often faced with various disincentives especially in
the provision ol services such as guality mspection and certification,

movement of export gonds and clearing of importers goods, among



others. These disincentives could frustrate a lot of exporters out of
hisiness as a result of high cost of output owing to time lost and money
wasted.

I, Poor State of Infrastructure

He further contended that the various states of distepair of
infrastructure militate against the effective manufacturing of products to
services export trade and in most cases result in outright delay or
spillage. For instance the poor state of the roads often result in delays in
transportation of goods to the ports, causing detenioration in goods
(especially perishabie) in transit, and in some cases result in spoilage.
Facilities at the ports are also at various stages of disrepair making port
services inefficient and increasing the cost of handling exports. The
stale power supply and telecommunication facilities are inadequate for
the dynamic requirtements of foreign trade and this hampers the growth
of non-oil exports in Nigena.

iii. Inpdequate Knowledge of Export Processes and Procedures

He went further to say the exporters of all categories require
accurate and timely information of markets, prices, quality standards
and export procedures. This information is often not readily available to
most exporters in Migeria, The situation is compounded by the ahaenen
of wholesale exporters (usually called Export heuse) that can harness

internationally sourced markets information to the advantage of small

16y



and meditim scale expaorters. In the absence of aff these facilities, it is
dilficult to achieve a significant breakthrough in the international
marked,

Having analysed these loophotes, Dr. Qjo mglvanced some useful

suggesti{.;mﬁ, Lhese are: |

1. Promotion of foreign private investment,
2. Upgrading of basic infrastructures.
3 | Improved designs and packaging.

4, Diversifications of export products.

2.2 FINANCIAL FACILITIES FOR NIGERIAN EXPORTERS
Brockington (1993)° says that a number of commercial
documents have become of particular importance in facifitating foreign

trade and a number of these are defined below.

1. Bill_of Exchange: The bill of exchange is‘a_document, which
allows o bader who gives credit nevertheless to receive
immediate cash in respect of the transaction. It operates very like
the cheque, which actually developed out of the bill of exchange.

2. l_w(g_;;!;_'e‘l_mq_f_(;_!;@.(j_ig:l\ léttec of credit is issued by a bank and
enablés A lrader to givlf? credit to an overseas customer nnt welt

known to him with confidence that the debt will be settled,



3 Biil of Laden: A bill of laden in effect a recept from the carin

for the goods, which are to be delivered to an overseas customer,

Since it is a proof of despatch it may be used to claim payment

under a letter of credit.

According to Mustapha et al (1989)°, attempts have been made to
standardise the terms and conditions on which banks issue letlers of
credits. The formation of this acceptable international set of standard

rules for documentary letters of credits date back to 1993, The bold step

was taken by the international chamber of commerce because of its
concern for ntermational trade and settlements, The first revision was
undertaken in 1951 followed by that of 1962, 174 and 1983 revision,
which is the latest, The 1983 revisior was made and adonted on 21st
June, 1983, published as a publication number 400 in July, 1983
effective 1st October, 1984.

The aim of this rule is to avoid trade disputes confusion and
unnecessary court case. Also ambiquity in credit instructions is taken
care of and so also will the need for new development in international
trade be catered for, Many banks all over the world subscribed to these
set of rules and Nigerian banks are subscribed to the Universal Crodit
Policy (UCP) and vﬂmm they are so referred to, they form part of the

credit terims and conditions, However, it is also possible to exclude these

rules by express stipulation in the credit. It must be noted that where a



term of credit contradicts the provision of the U.C.P the credit term
must prevail so far it is specifically expressed in the credit.
They went further to analyse the different types of credits

available Lo exporlers in Nigeria.

TYPES OF CREDIT:

Letters of credit may be isstied in two basic forms, revocable and

irrevacable credits. They contended that, to avoid confusion, all credits

must  clearly  <late whether  that  ace  revocable  or  irtevocable
Notwithslanding, the fact thal they are only two basic forms in which a
credit may he issued, they are more types of credits. These other types
of crédit arc variations of one of the basic forms, the irrevocalie credils,
1. REVOCABLE CREDITS
A revocable credit is a credit that can be amended or cancelled by
| the issuing bank at anytime to protect its own inlerest or for his
customers interést prior notice to tlie beneﬁciéry. It can only take by the
intention of the applicant and the issuing bank. The beneficiary consent
is not required but only needs to be nolified, This type of credits is
covered in article 9 of the UCP,
2. IRREVOCABLE __CR_E_D_II:
An irrévocable.creclit is a credit, which cannot be cancelled or

amended without the consent of all parlies including the beneficiary.

B



It consists of the definite undertaken of the issuing bank subject
o compliance with the terms and conditions of the credits by the

beneficiary.

THE VARIANTS

a. Confirmed lirvevocable Credit- A confitmed irrevocable is a

credit beaving the additional undertaken/responsibilities of the advising
bank in addition to that of the issuing bank. No advising bank wilt 1e

willing to add its confirmation/undertaken to a credit, which s

revocable. - | | - 478 058

b. Back-to-Back Credit and Counter Credit- Not all credits are

issued to be transferable. Notwithstanding these facts, the beneficiary of
such credit {the exporter) might need to obtain soime or all of the goads
mvolved Trom another supplier, Certainly he musl make payments lor
such supplies. In this circumstances payment Ibet.ween the beneficiary
and h.is..supplier, guaranteed by a bank and und.er dodnrﬁentary Iett..er of
credit can be made by means of either back-to-back credit or a countor
credit. Two credits will be involved and these are;
(a) The origjna! credit in favour of the Leneficiary and

(b} A second credit in favour of the supplier.



OPERATION OF A BACK-TO-BACK CREDITS

THE ORIGINAL CREDIT THE SECOND CREDITY
I AP AN (O0ODS SFCOND BINEFICIARY
pe T INIPOOR TR Lo THE SEPPLHIER
LEHISSEES G AN FHT ADVISING

CONPFIRNIING BANK

T ADVISING FHEISSE NG BARKK
ISUALLY CONFIRAING
BANK 11HEF ADVISING BAN]
OF TP PIRSTE ORY D

T TIRST BENFTICIARY FTHE APPLECANT e
e THE ENPORIER FNXPORTER BENEFTICITARY O
[T ORIGIN AT ORI DI

SOURCE: Adapted from Finance of International Trade (1989) page 95
hy Ramaori S Mustapha and Babatunde | Fabumi

2.3 METHODOLOGY OF INTERNATIONAL TRADE FINANCING IN

NIGERIA

Abebefe  (1995)7, there are several methods of  fnancing
international trade in Nigeria. Some of these involves export credit
guarantec departments (E.C.G.D) giving direct guarantee to thenr bank
and also export quarantee faclity C.C.G.F. as an instrument operated as
A gnaranter o banks in respect of credit given by them to exporters in

support of the exporl of goods and services from Nigeria.,



He also went further to analyse the other methods available ir

financing international trade in Nigeria. These are as follows:

iv.

Price Guarantee Facility: An instrument, which insures its

holders/purchasers  against  advance  movements  price,
exchange rate or interest rate.

Manufacture In-Bond Facility: A facility operated as a bond

whuth  guarantees raw materlals and intermediate  inputs
imported into Nigeria by a potential exporter and on which

duty has been suspended. . .

Mutual Export Guarantee Facility: A facilily to provide
guarantee to banks to cover the credits given by them to
smali/infant exporters belong to a mutual export guarantee
association (MEGA) recognised by NEXIM, |

Export Processing Zone: An EPZ is a special enclave outside

a nation's normal custom barrier where foreign or domaestic
firms may manufacture or assemble goods for exporl without
being subject to the normal customs duties on imported raw

materials,

Ulbiich et al (1986)7 says that one of the greatest mysteries of

economics is the exotic world of international finarce. Faoreign exchange

markets, hedgers and spectlalions, floating rates and gold holders.



He further analysed some of these metiiode of international trade
financing as follows. These are:
. Foreign Trade

The supply of foreign exchange is offered so that foreigners can
by LS. exports, travel or invest in the United States, or purchase U.S
services or assels. The demand for foreign exchange reflects the desne
of .S dtizen to import foreign goods and services, invest in foreign
assels and travel abroad,

2. Forward Market

Another special feature of the foreign exchange market s that
there 15 a well developed forward market, in which contract are made
for future delivery of a currency at an agreed on price.

3. Hedgers and Speculators

Traders who try to reduce their risk by buying or selling fortunes
are called hedgers. Those who are willing to assume risk in return fo
the chance of a quick profit are called speculators.

Orgler ef al (1999)"; says that the reduction of trade barriers and
world wide over capacity in many industries have substantially increased
competition in international tiade where exporters compete vigorously
i prises, aedit terms, delivery scheduoles, services and so on. A
competitive dovice that has been almost neglected. A favourable

selection of mvoice currencies. Exchange risk can be covered by using



external and internal hedging melhods. Thé most popu.la.r external -
hedging device is the forviard market for foreign exchange. }-!owevel',
the forward rate, determined by covered interest arbitrage, often falls
beyond the rate in which the firm believes the fulure spot rate Lo be, so
that covering is either (ucrative or prohibilively coslly.

The internal hedging procedures such as specification of invoice
currency are increasingly used by exporters and importers v different
counitries for hedging the firm's own exchange position, _but less so as 4
competitive device. Due to t.he coél of these methods, complete
tovérage is generally not optimal. Therefore a seller and a buyer in an
international  transaction are likely to have different initials open
positions i various currencies resuiting from otier foreign exchange
transacl;iom. Moreover an expotter and an importer may have differeﬁt
lexpectations about the future spot exchange rates at the time of
payment. Al these leads to the possibility that both the seller and the

huyer can gain from the proper selection of the invoice currency.

2.4 SUMMARY | { —— EBY?_,A,!-!“!';{ e

This chapter has attempted to review the linkages among the
facilities used in international trade financing, the state of the fadilities
vis-a-vis the bank’s instruments available Lo exporters of Nigerian goods

as well as those in the import sector.
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The inbroductory part of this chapter cntically reviewed the
purpose of international trade to the individoal as well as multinationals
from an expert point of view, where major authors such as James C,
Van Horne views was analysed,

Secondly, the financial facilities available to Nigeria impotters was
critically reviewed and the problems facing it. A solution as viewed by
experts in the field was also reviewed. Papers presented by some € B H
staffs on export trade in Nigeria were used in the analysis and some
textbooks on economics, international trade and finance journals,

Thirdly, the exporter, and the vanous facilities available to him
were discussed including the export processing zones in Nigeria.

[he fourth part of this chapter discuses the methodology of
international trade financing in Nigeria and from an international point
of view as well, reviewed some views about some experts in the field of
international finance. The chapter was rounded upr by a summary of the
enlire chapter. The next chapter however, is on the conceptual

framework of the project.
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CHAPTER THREE ‘
CONCEPTUAL FRAMFWORK

3.0 INTRODUCTION
In the “one world” of today, the close interdependence among

nations 1s pamfully obvious. The big economic issue fill the newspapers

Should we "buy American” and shut out home goods or should we buy
Nigerian and shut out foreign goods? Is the dollar weak, or strong? Is
the Naira weak or strong?

England must import most of her food or starve, and she can pay
for these imports only by selling her exports abroad, likewise Nigeria.
And also it 15 with olher nations that their living standards depend
heavily on foreian trade. (Micro Economics. BACH, Analysis and
application, page (334), 1977).

Inspite of the importance of foreign trade, governments long
followed policies that restricts rather than encourage such trade tariffs,
quolas, . exchange controls, prima facie, the case for international
division of labotn and exchange is as clear as it is i domestic affairs. On
the surface, there would appear to be no reason te suppose that human
welfare could be improved by obstructing the processes of specialization
and exchoangee,

Yobe state produces beans, Kano state produces chilly pepper

and hides and skin, Kogi state produces steel. Each sells it products to



the others. When each specializes in what it does best, we produce
more in total and we all have more to consume than if we each tried to
be self-sufficient. In the same way, America sells computers to us, we
soll gum Arabic to France, France sells clothes to America. When each
nation <pecializes in what it does best and then exchange with others,
we produce more in tolal and we all end up consuming more than, if we
each tried to be self-sufficient. The advantage to all in the first case to
Yobe, Kano, Kogi states are obvious. No one would question them. For
each area try to live alene, barring trade with the others, would be
foolish. The advantage to nations from specialization and exchange are
identical: more is produced for all to consume. The case for free
international trade is that simple and that powetiul. By using its total
resources most efficiently through specialization and exchanae, the
world can move all the way out to its combined production possibilities
frontiers.

This chapter talks about the concepts behind international trade
and the reasons for international trade and also factors affecting

international trade.

3.1 ECONOMIC DEVELOPMENTS AND INTERNATIONAL TRADE
Fveryone knows what an underdevelnpiient or underdeveloped

country looks like, it is a country characterised by poverty, with beggars



in the citins arid vill.a.ge'r.s eking dut a bare suibéfﬁ;tetim in the rural areas.
It is a country lacking in factories of its nwn, usually with inadequate
supplies of power and light, It usually has insufficient roads and
railroads, insufficient government services and a poor communication. It |
has few hospitals and few.insl_itutions of higher iear'ning Most of ils

people cannot read or wiite. inspile of the isolated islands of wealth

with o Tew poersons living in ik y, 1ts banking system is poor; smafl |
toans have 1o be obtained through money lenders who are often Iitt.lel
than  extortionists,  Another  striking  characteristics  of  an
underdevelopment is that its exports to other countries usually consists
almost entirely of raw materials, ores, fruits and :ome staple products
with possibly a small admixture of |u_xyn'yl ‘1a_r_1r!ictrafts. Often the
extraction or cultivation bf these raw materiélé exporls is in the hands of
foreign companies {Principles of Macro-economics, Ulbrich, et al, [jiage
430), 1986.

From the analyses above, it is quite obvious that any country
which does not suffer of experience the factors analysed above. cah be
said to be developed. In other words, the reverse is the case for
developed economy. Inlernational trade creates an atmosphgre whicre
resources can be exchanged for those needed by the less developed

economies who are yearning for the development of their hesne

country, while the developed economies are locking for cheaper ways of
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getting raw materials from the developing nations. International trade
leads to the means by which countries can achieve or allain rapid

economic development and substantially.

3.2 REASONS FOﬁ INTERNATIONAL TR.ADE |

The reasons for trade between countries are not different from
the reasons why individual trade. Infact, most of what we call trade
hetween couhtries is really trade between individuals and/or
.organizations in different countries. In a market économy, very fittle of
the trading is dene by their country as a whole acting through its
government. Below are some reasons why international trade take
place. To e_*.xplain.how people and nations decide what to produce for
trade, 'We need to understand the concepts of absolute advantage and

comparative advantage.

2.  ABSOLUTE ADVANTAGE

According to Lipsey (1979), describes aksolule advantage as
relates to the quantities of a single products that can be produced with
the same quantity of resources in two different regions. One region 15
"said to have an ahsolnte arivantagé Over armﬂmr in the prodl.lction nf

commaodity "X il an equal guantity of resources can produce mote X' in

the first region.
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One unit of Resource can produce

W heat ( loth
(Bushelhs (Y ardsy

Mnerican (3} "
I neland s 11}

SOURCE: Adapted from Introduction to Positive Economies; 1979, by
R, Lipsey.

Changes resulting from the transfer of 1 unit of American

resources into wheat production and 1 unit of English resources into

clothe production.

W heat Cloth
(Bushely s {Yionly)
AT R IR in M
I ngland -5 10
5 -4

'I'hr' table above provides a simple example on the assumption
that with a given quantity of resotnces, Ametica can produce 10 bushels
of wheat or 6 yards of clothes, while England (with the same quantity of
resources) can produce 5 bushels of wheat or 10 yards of a cloth. The
top half of the table shows the production of wheat and cloth that can
be achieved in each country by using one unit of resources. Suppose

that at first America and England are both self-sufficient each producing

- ——
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wheat and clothes for its home market. Now astne tha.t the trade is
dpened between the two countries and America moves resources out of
cloth inlo wheat, while England moves resources out of wheat inlo
cloth. The gains and losses in each country are summarised i second
tablle.-There is an ihcrease in the.worid production of 5 bushels of wheat
and 4 yards of cloth: world wide there are gains from speciatization. The
total world production of both wheat and doth increases when this
reallocation of production takes place as is shown by the fact that there
is boih more wheat and more cloth for the sarﬁe use of reéources. |

- In the analyses however, if consumer in both countries are to get
cloth and wheat in the proportions in which they desire them, it will be

necessary f.or America to export wheat to England and to import cloth.
from that C(Jtmtry. | |
b, COMPARATIVE ADVANIAGE

If each produces the commodity in the production of which it is |
more efficient than the other, world production would be higher th-an if
each tries to bé SE?|f*SLIJfﬁCiEﬂt. But what if Americé can produce both
wheat and cloth more efficiently than England? In essence, this was the
question David Ricardo posed over 150 years ago (introduction to
positive Econotiic, 1979), and his answer forms' _t.he hasis of the theory

of comparative advantage thal is still accepted by economists as a valid

statement of the potential gains from trade.
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Assume that America oifiéieullly Im(."ei.faseﬁ above the .Ir..rvnlc
recorded in the previous example, so that a unit of America resources
can produce either 100 bushets of wheat or 60 yards of cloth, while
England efficiently remains unchanged. Now America, which is better at
producing both wheat and cloth than England, has nothing to gain by |

tra'ding with this inefficient Istand country! Tt does have something Lo

gain however and it is important to see how this comes about.

GAINS FROM SPECIALISATION WITH COMPARATIVE ADVANTAGE

Wheat _ {'loth
(Bushefy s _ _ : { Yards)
America . 104 ' )
Foelandd 5 Lo S i 1)
Whet . ' ' ' lothy
{Hhely s T I
Americi o0 S
frugland s " - o
Werld LS ' _ -4

ONF UNUVT OF RESOURCES CANTPRODDCT

Whent : L _ Cloth

(Bushedy s S ‘ EYads)
Anuwaben . i) o ¢
Engbuoud _ 10 : 6
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Wheat | - Cloth

B hehr s P Y ards)y
Anwericn <t _ hi)
I ngland '_U}l.i L s O B

SOURCES: Adapted from_ lntroduﬁtion to positive Economies; 1979, by
- R. Lipsey. | - o |

In the final analysis, however, there is a gain from specialisation
because although America has an absolute advantage over England in -
- the production of both wheat and cloth, its marjin of advantage differs
in the two commodities. America can produce 20 times as much wheat
as can England using the same quantity ol resources, but only 6 times
as much cloth. America is said to have a comparative advantage in the
production of wheat and a comparative disadvantage in the production
of r..loth. England has a comparative disadvantage in the production of |

wheat and a comparative advantage in the production of cloth.

RE



3.3 FACTORS AFFECTING TNTERN2TIONAL TRADE

Fhere are quite a number of factors afiecting international trades,

theae factors o lodo
| Tariff

A tanff is a tax applied on imports ofterr on an ad valorem
(percentage of value) basis. Such a tax has the effect of raising the
price of the taxed commodity, Tariffs can be used for two different and

opposite purposes. For revenue and for protection.

2. Quota ‘

Quotas work pretty much the same way 2s do the tariffs. The
main difference is that quotas restrict quantity, while tariffs work
through prices. A tariff raises revenue for the government. A quota
doesn't. All the benefits of a quota go to protect domestic producers and
to those importers who manage to get some of these scarce and
valuable import at the low foreign price and resell it at a higher

domestic price.

3, Other Barriers to Trade

In addition to tariffe and quotas, there are other kinds of
government bartiers to trade. Some of them are intentional, such as
domestic preferences, laws which give preference io domestic suppliers
in governments purchases. Others are laws, which are passed for

domestic reasons but makes it more difficult for foreign suppliers to

A



complete, such as differences in  safety ctandard  and labelling
requirements. Laws such as this are called non-tariff barriers. Also
lactors such as culture, distance, exchange rate, interest rate, political

systemy and political instability affect international trade.

3.4 INSTRUMENT OF INTERNATIONAL TRADE

1. Status Inquiries

It is not enough to have the .names of pros.aeétive pu_rchaéers or
agents in overse.as markets: the exporter must be sure that they a:'-e
reliable parties. Banks maintain status reports on overseas firms and
individuals. On the other hand if a particutar buver is not on their list,
they can quickly obtain_lhe sltatus roport ot @ buyer also using their

-

overseas connections.

2. B.T.A. (Basic Travel Allowance) And Business Travel
Allowance
It may be necessary for an Exporter. to travel to an overseas
co'unt.ry to .study thé market and obtain further information on the
buyer., Banks provides travelleis cheques and foreign currencies to
travellers abyroad, A Nigerian is entitled to $500 & year as Basic Travel

Allowance and this the hank can arrange for the form of travellars

cheques, forecign currencies or drafts, if it is a registered business,



3. Letters of Introduction

To assist the exporter further, in overseas countries, the hank can
arrange to give a lelter of introduction to the exporter either using his
correspondent banks or other business advisory organisation to enable
the exporttﬁ‘ disc:uss.hié potential business plans wilit them.

4, _E_erforlnan(.:e_Bond

Banks can issue performance bonds in suppot of an exporter who
is tendering for a capital project contracis abroad. The bond guarantee
thé IIJI,I‘;fi}!' that the eiporter has both the physical and financial
resources to enable him execute the contract and that in event of the
exporler (the bank’s customer) not being able to complete the contract,
the bank will make payment to the buyer. This is usually 10% of the

contract amount.

5. Proforma Invoice

- A proforma invoice is o form of quolation. by the seller to a
potential buyer. The only difference in appeérance to a commercial
invoice i< that proforma invoice has the word proforma will appear on it.
It is invitation to the buyer to place a firm order ardd is often required by
him so that the authorities of the importers country will granl him an
—import licence and or foreign exchange permit. The proforma invoice
notmally s;hrﬁWq the terms of trade and prik:o s0 that once the bityer has

accepted the ordet, there is a firm contract to be settled as stipulated in

7



the proforma. .Dntails' from tﬁe accepted profoﬁna rhust' be Idczntlcahl {o |
the commercial invoices thal goods are in accordance with proforma
invoice. Proforma invoice aie also used when settlements is to be made,

a. In Advance: that is pending cash payrient of goods states
.before shipment, | | |

b. On Consignment: where gyoods are exported before a firm sell
contract and place in the hands of an agén_t to whom the
proforma will ask for prices he should obtain.

c. Subject to Tender: where the proforma is used to support a
tender for a sell contract which if accepted by the buyer will
win the contract from other suppliers also tendering
competition, |

d.  After an invitalion to the tender has heen accepted by the
saller, The proforima will not have any amount shown agains!
the goods, and potential buyers are invited to make an offer or

- tnnrlof which,lif accebted by the seller v&iil form a contract of

Sethee,

Features of Proforma Invoice

I Nameos and address of buyer and seller and dates of invoice,

reoca

2. Complete description of goods

o

3. Unit prices where applicable and final prices against shipment terni,
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. .

Fornms of setboment ©

[y |

Shipping marks and nuimbers

6. Weight or quantity of goods

7. Name of the vessel, if known or applicable.

8. Seller signature

9, Origin of the gnods

10. Port of loading and discharge

L1. Details of freight and insurance changes specified separélely where
applicable. |

12. Agent commission

6. - Consular Invoice

The imploring au"thoritie.-es of sevefal cbuntrir—zs require ém_mcillor’s
invoices (o be produced before the goods could be declared by the
customers. Pegulations differ from country Lo country an_d ‘those, which
séquire.ccmnc.il!or invoice have designed their own form. These are
obtained from the importers country by the exporter who complete thé
details and submil them to the embissy for the stamping for which a

charge is made.



3.5 FINANCING INTERNATIONAL TRADE IN NIGERIA
3.5.1 | In Nigeria, the various insurance covers and direct
guarantee to banks, which the exporter can take to enable him obtin
Export Credit Guarantee Department (ECGD). To be precise the facilities |
provided can be categorised as follows: |
1, Short term insturange and guarantee,

a. The E.C.G.D. comprehensive Insurance Cover

b. The E.C.G.D. comprehensive bank gua*antee (Bilis and Notes).

¢..  The Comprehensive Bank Guarantee Open Account.
2. Medium and Long term insurance ccver guarantees,
3. The specific guarantee

b.  The specific bank guarantee

c.  The buyers credit guarantees —

- 3.5.2 WAYS OF FINANCIN.G INTERNATIONAL TRADE
1. BankLoans | |

E}anks also  provides loans for exports. Repayment may
oceasionally be made in one sum at an agreed date or more usually by
instaiments aver a period. Banks also demand security for this type of
lending., | |

. Bz__lhk Overdraft




In Nigeria, banks can ‘give overdraft facilities for financing expért.
toweaver, Sinee overedrafts aré subjact to repayment on demand, thoey
are only appropriate for the finance of short-term credits.

3. Leasing | - - | 5

A lense is a2 contract whereby the owhef bf an asset (the lessor)
grants to another party the (lessee), the exclusive right to use asset
usually for an egreed period of time in return for payment of rents.

4.  FEoifeiting

This fs éndther secured method of export financing. Forfeiting'is
an arrangement whereby exporters of capilal goods can oblain medium
diid tonhy et finance, usually for a penod of 2 - } years in respect of
purchase of obligation falling due at somé future date arising out of the
delivery of goods or services relating Lo export.

5. Consignment

Under a consignment transaction, the goor!s are not sold to the
importer but entrusted to the importer until he sells the goods, it should
be noled that the title of the goods under this arrangement still remain

in the name of the expaorter.

3.6 RISKS OF INTERNATIONAL TRADE

According to Olanegan F. (1990). International Banking Operation

Course. “inspite of the advantages and benefits of international trace,
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there are risks involved in these transactions. They can be treated under

(3) broad yroups:

1. Commerciat risks
2. RPolitical risks

3. Foreign exchange risks

Commercial Risks

These emanates from the default oy the foreign trading parthe

(importer) to meet his contractual obligation and when due. They are

the result of:

al

d.

Clnadequate devel of giowth of domestic economy ol he

buyer/importer.  This situation as Nigeria experienced
beginning in the second half of 1981 affects the ability of the
mporters to honaw his international finence obligation,
Time.and Distance. This relates to the length of time 51‘
shipment and/ or time for the shipment ¢f the goods.
[hadequate foreign exchahge in the importer's ecohomy ; since
international  payment are mastly  effected i forcign
currencies, these may not be readily awaiiable.

I3elay/refusal to éccept the bilf of ex.cha.hge

Discrepat%cy in the quality, qﬁantity ancl. weight or other

physical attributes of the imported goods.



T

,g’

2.

Credit ricks relates to the exportess requirements for additional
credits facilities that are not forthcoming.

Bad debl arising hom insolvency of the irmporter,

Political Risks

The basis of this risks are traceable to the fact that trade is

conducted between and among nalions governed by different laws

regimes, political system, etc. The ramification of political risks are:

il

Differences in laws and regulations governing trade. These'
relates to rules for collection customs and other practices,
Government restrictive  trade policies, examples include
exchange control regulaﬁons (u.f-;e.of forexs, importation,
exp'ortation etc).

War o other national disasters: Wars generally have a
disruplive impact on  ecohomic aclivities. Consequently, in
periods of war, intern'ationa.l lrade is disrupled as business
activities are suspended. This may affect the use of forex.
Political instability arising say from coup d'elat, that lead to a
forceful change of a government and affect trade in the sense
thidt o new regime may decide o cancel an éarlier order or
trade agreements. The new regime .may also have new foreign

system different from the previous renime,



V. . A sudden unfriendly attitude between the importer/exporters
counnes by thes verous government,

vi.  Risk of netionalisation,

FOREIGN EXCHANGE RISKS o I
A major risk associated with foreigh exchange centres is the
fhuctuations in rale of exchange. The rate of excha_nge is the rate at
which onc currency 1s‘lexclzanged for another or the. price of one
currency in terms of another. Foreign exchange risk may include:
iy Exchange rate fluctualion
Which may occur to the influence of
- Demand for and supply of currenﬁy
- Price level and rate of inflation
. Rate of interest. If domestic rate is high than the foreign rate,
there will be more inflow of capital and consequently increase
. i..n foreign demand for local currenty and thué increase in
exchange rate, |
- Centrat bank interventions e.g. the new [inancial measwe of
the Central Bank of N_igeria.
. ..D.ﬁq__t_l'bis:__,d_ea_l_mg |
This may occur when a bank mistakenty purchase a third currency

for an importer more than once. For instance, if a bank purchased

dd



forcign curency for an importer who later decling to utifise it, the bank
may likely sustain some loss when sclling the foreign currency
depending on the rate al the time of sake. This happens when dollars

has been used to purchase a third currency which has to be sold later o

realise back the daflar,
iit.  Credit Risk

This is likely to occur when a bank has financed an export
transaction and the exporf proceeds become insufficignt to cover the
amount of loan (plus interest) gra'n.ted to the exporter. Such a situation
arises when the Naira appreciates in value at the time of receipt of the

export proceeds against the currency in which the export was invoiced.

3.6.1 MANAGEMENT OF RISK IN INTERNATIONAL TRADE

When the risk have been identified and evaluated, an optimum
method of treatment must be selected, The strategies available for
haridiing th@sé. internalt-ional trade riéks can be adopted singly or in
comhinatlion. These include; risk a\foidancelr lisk assumption, risk
prevention, visk reduction and risk transfer. |

Risk assumption is a non-insurance technic.lue strategy which
could f?'ﬂ,l.wr he planned or unplanned, Unplanned a%qumpt:ion of risk.(or

retention) is mainly adopted e to ignorance.

45



In an organised international business, risk may be assumed as
deliberate export strateqgy. This is planned risks assumpt'ron.. Risk
prevention and risk reduction are unigue tools in risk management. This
strategy may concentrate in two areas — physical and human hazards.
Physical Iactoré concern such dcv.ices as the provision of sec.urily ldck
alarms, bars, fire equipment elc., to reduce the possibility of loss, |

Risk transfer under this strategy, the risk manager has a number
of options to adopt. The condilion of sale of goods might allocate
Iiah'rlilwlg fnr any contihgent liability, personal injury o.r def(.:c'ts ih the _'
goods to either the buyer or the seller, But, the most important device
for transferring risks is inswance, this is because insurance deals with
both “bought goods” and “unsaught goods”.

Some insurance p&%cies that could be used to reduce international
Lrade risks are:

a. Fite Policy

S S =L e

This covers the exporter against ss or daimage to the insured

property, resulting from an accidental fire. In recent times, fire policy

includes not anly ordinary fire policy but also special perils insurance

and a combines comprehensive insurance,

A



Hhis covers personal  acadent  insurance, employers fiability

nsurance, burglary, fidelity guarantee, goods in transit and other

miscellaneous policies.

e Marine and Aviation Policies

Marine policy is concerned with ship, freight and cargo against
marthime psks, marine policy includes: ship msirance, cargo mstance
and foreign insurance etc., on the other hand, aviation policy may be
needed by an importer/exporter that may use craft for his/her goods.

d. Life Assurance

Against loss of future income which may érise as a result of the
premature death of the exporter/importer, The various forms of policies
issued include whole life insurance, endowment policy, pension scheme
and family income benefits etc.

In conclusion however, the risks in international trade have been
explored. The varnous techniques banks can adoplt to advice then
customers have also been disclosed. It is necessary to note that
exporters must liase with export promotion council to find enongh
information about the organizations that they want to deal with. It
should also be noted that combination of methods or techniques should

he used 1o reduce of not eliminate risks in mternational trade.
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International Transfer

Imagme that one country is called upon to make a net payment
to another country. The payment can be effected, of course only by
exporting qoods and services, The deprivation of those goods and
setvices constitute the primary burden of the payment. The question
which has long interested economists is whether the paying country
must suffer, in addition, a secondary burden in the form of a
deterioration of its terms of trade. (The pure theory of international
trade, Muiray C. Kemp, page 79), 1965. The nature of the payment 1s
from this point of view, of no consequences: It may be a war indemnity
payable by the government of a defeated countiy or it may be a loan, or
repayment of a loan or interest on a loan, either between two
governments or between individual or between individuals and a
government.

It follows that analysis can proceed only after specific
assumptions have been made concerning the fiscal arrangement of the
countries involved in the payment. The possible assumptions are legion.
It will be assumed here that each counlry varies the average rate of

personal income tax to absorb the shock of the pavment.



KEYNESIAN ECONOMIC THEORY

During the great depression, the U.S. economy was mired in a
situation  of severe  unemployment. As we have seen, laige-scale
unemployment  was  not  dealt  with  very effectively in  classical
microeconomic theory. In developing an alternative theory, Keynes and
his followers focused attention on the question, "what determines the
level of employment in a capitalist economy?” They know that if
employment could be explained then unemployment could be explained
too. In attempting to identify the cause of employment, Keynesians
reasoned as follows (principles of macro-economic. Ulbreach et al

pages, i74), 1986).

. the level of employment is directly related to the level of
production,
2 In a modern capitalist economy, the level of business

production will be determined by the amount of planned
« spending  to purchase  business  products, or aggregate
demand. Business will adjust  ther level of production to
accommodate the demand for their oroducts. Put simply,
“supply adjusts to demand”. This is contrast to Say's law,
which said, "Supply creates its own demand”. The Kzaynes in

model suggests that the A's supply curve is horizontal.



3. Hince employment  depends  on production and production
tesponds 1o spending, the level of employment in a capitalist
economy i1s ultimately determined by the level of planned
spending i the economy.,

In conclusion however, using this simple but logical analysis, the
cause of high national level of unemployment was apparent. If a high
level of unemployment exists, it was because spending for business
production was insufficient to cause business Lo operate at a full level of
production. Thus insufficient spending was identified as the cause of

unemployment.

3.6.2 THEORY OF INTERNATIONAL TRADE AND GROWTH
The relationship between growth and trade had remained a
subject of controversy in developing nations (Krueger, 1984; Findlay,
1984). The central proposition from normative trade theory is that there
are gains from trade and that free trade is, supericr to autarky, under a
certain assumptions and is also superior to all forms of trade restrictions
(Corden, 1984). The gains from trade proposition rest on very simple
arguments. Under antarky, a country’'s consumption possibitbies are

limited by its  production possibility  frontier.  The  consumption

possibilities are increased by net trade with the rest of the world.
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.Thus with the tfade, thé cdnsn.m‘*,-lrﬂion prc;f-;sil.o.ihties front.ier lies
~ outside the country's product possibility frontier and touches the latter
only where the marginal rates of transformation (MRT) in domestic
production equal those attainable with trade. For the small country the
: m}:\rglnal rate of transformation are given by world prices, For the large
country, where the countty has no monopoly power in trade, the
marginal rates of transforination no longer equal the price ratio, except
by applyiigg the optimal tarlff at the chosen point, Consequently, feasible
consunplion under autarchy can be dominated by combination of trade

and domestic production,

THEQRY OF DEVELOPMENT ANI_?_T_,M;_Q!; |

Although theoretically literature on the subject suggeéts that
some trade is better than no trade and that free tiade might Pareto
(Ic)mina}& both under given circumstances.

- Bevelopment economists have nevertheless, remained divided
over the i<sun of trade liberalisation. Major arqument often used to
justify departires from free trade include exporc pessimism, strategic
interest and infant industry cases, for instance pessimism concerning
the: ability of developing countries to get their exports int.o the market of
.deveioped countries underlies 5omé of the demands for import

substitution. At one extreme is a claim associaled with Raul Prebischt



and Blans Singers that the terms of trade must '.hc-zvitably move against
primary _erz)ciucts in favowr of manufacturers. The global demand for
primary products is such lhat_ developing countries generatly cannot
expand the supply of primaiy products without suffering terms of trade
losses. The underdeveioptinent and unequal exchange schools argué
. that, because of the skewed nature of the international system, free
lrade tends to promote the exploftation of poor nations and thf}
development of the centre at' tHe' expense of the periphery, poss,ibly
because of the unequal exchange and economic dependence. |
However, Lthe next chapter taiks about the methodology used in

carrying out the research.



CHAPTER FOUR
RESEARCH _METHODOLOGY
4.0 INTRODUCTION |

The r1zz?r_"§-!ssilies that prompted the researthelr.lc.a undertake_this
study in lhé first place also maké it impér.ati\}e fﬁr the rééeércher to givé
a graphic and systematic analysis of the methoo used in gathering the
dala -~ anstorind Intollnl‘unnal-lun complled in this study.

This research project has made use of Ithe.use of fibrary research
method: examination of documents, journals and related documents for
obtaining dala to help in the analysis of the finding of the study.

4.1 VARIOUS METHODS OF RESEARCH AND DATA COLLECTION

Primary data can be collected in flwree dirre.rent ways, |
Observation, survey and exporiment, |

a. Survey Research

Survey research stand midway between the casuainess of
observation research and rigour experimental research. Generally

speaking, observation is suited exploratory research, survey are hest

fitted for descriptive research and experimental are best suited for
casual research,
h.  Observation

One way Lo gather fresh data is to observe the relevant actors

and setting.



C. Experimental Survey

The most Tormed Lype of research is experimental rescarch,
Experimental research calls for selecting matched groups of subjecl,
giving obsérved different treatment, controlling extracts variables and
checkitg on whether or not observed differences are slatistically
significant. In ordar to communicate or observe, there must be a means
of recor_dmg responses or behaviour, Thus, the process of measuring
and the deve\opme:nt.of a measuring instrument and closely connected

to the decision of which data collection technique should be userd,

.4.?..0 TECHNIQUES OF SOCIAL SCIENTIFIC RESEARCH SELECTED

FOR THE STUDY

Obviously, the research is conducted by means of sample from
which generalization about the econoimy from which it was taken was
drawn. 1L is practically bmpossible (or if possible will involve a fot of
difﬁcult'ies) to _take afl the opinion from members: of the general public
oh the effect of international trade on the Nigerian economy. For this
reason, the selected samples of economic indicalors i Nigeria as
provided b.y the .Ce.ntral Bank of Nigeriaﬂ (C.B.N). qmre we know thaf the
C AN is ropresentative of the nation’s banks and if'l.('rmjunr,l_ion with the
federal Office of Statistics keep the nation’s record on trade, income

and expenditure of the country’s international tracle.
T .
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4.2.1 QUESTIONNAIRE

A auestinnnaire 1§ siinply a farmalisad schedule 1o obtaln and
record specifiedt and relevant information with tolerable accuracy and
completeness. It is also a list of questions or statements, which requires
the interview or respondent to make a reply., The questionnaire also

contains instructions on how to answer Lthe questions.

4,2.2 PERSONAL INTERVIEW

In a personal interview, the inte_rviewer asks the queslions of the
respondent in a face-to-face situation. The interview may take place at
the respondent home or at a central location.

)

The personal interview also works with well structured question.
Indivicdual ilf?!ll'll can be more complicated and the questionnaires
themselves longer than with a phone or mail survey.. The non

respondent errors atso can be minimised by using skilled field workers,

The interviewer covers some substanlial ground which throw more light

on the bhaviour of the subject matter, . T 478058
- - 398]
4.3 METHODS USED IN DATACOLLECTION A Ja

The main source of data is secondary. The secondary source

includes:  magazines, journals, newspapers, seminar  papers,

[ KASHIM IBRAHIM LIBRARY |

At e b o i i -




government documents and Central Bank annua* report and statement

ol accoumnts.

4.4 ADVANTAGES OF THE METHOD USED

1.

Secondary soﬁrces Eli"é used as a hypothesis to bridge the. Qaps
between the various pieces of primary data and at times fl;e
histosian may have Lo rely on secondary sowrces,

It creates an opportunity for the researcher to analyse views

from those who have wilhessed events.

Data can easily be achiever by micans of past publications.

4.5 DISADVANTAGES OF THE METHOD USED

1.

The policies listed in a University buiietiti (req.uently are
nuflified through exceptions. |

In the memories of faculty members, occurrences of many
years past frequently, take on a new light as the author sees
his career in perspeclive,

Manuscripts ate .frequently subjected lr) so many cditorial
changes that they no longer resemble their form.

Newspapers article of events are particularly Isubject to
chistortion, either through careless I-,-'eporti'ng | or  throtgh
emphasis on the sensational aspécrs with a .corresponding'

cisregacd for the truth,
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4.6 JUSTIFICATION OF THE METHOD USED
All factual knowledge, which is ascertained research may be
classified in terms of three atreas of time,
I The present: What is now occurring? Normative survey
research method, experimental research method.
2. The pa<t: What has been? Historical iesea ch method.

3. The futme: What probably wil! be? Prognostic predictive

research.

A researcher must decide in which area of time his problem is
mainly centied. On the basis of that decision he selects his basic
research method, the distinctive criteria of which he must carefully
observe in the investigation of hi< problem,

fhe techmques adopted in analvsis and treating the data
gathered through publications, include explanation of data and graphical
demonstration of information. This will of course h=2lp to convey clearly

and precisely the information to pass across by the researcher.

4.7 CHAPTER SUMMARY
This chapter tries to analyse the methinds used in the collection of

data and sources, It states the methods and also that of data collection,

Also the vanous methods of research and data collection were

analysed.,



The advantages and disadvanfagés r:.)f.the methods usedl v;rere
also analyscd. 1t was followed by the justification of the methods used
and a summary.

The next chapter is going to be the presentation of data and the
analysis of it in respect of the effect of international trade on economic

development of Nigeria,



| ::”C?IiAPTER. FIVE
DATA PRESFNTATION AND ANALYSIS

5.0 INTRODUCTION

The research questions raised in chapter one cannot be pr(}perly
answered without a com{;rehensive presentation of the raw dala
colleclerd and s inlerpictation o analysis nerein. This  chapter
therefore breaks down dala collected in  this investigation into
components for the required analysis. The data to be presented and
analysed include: domestic output and prices, {ederal glovernment
finance, external sector and finally the social indicator and money and

credit. Also included is the customs tariff changes between 1999-2000,

51 DATA PRESENTATION

This research work was undertaken to identify the effect of
international trade on economic development of Nigeria. Due to the
| problems méntioned in chapter oné, data coﬂection' WAS concentra'te.d in
the Cential Bank of Nigeria Bullion of January/Mar-h 2001 edition as the
most recent publications on selected economic ind:cators.

Below are <ome of these indicators from the year 1995 to 2000.
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NGERIA: SELECTED FCONOMC INDIC ATOR

A: DOMESTIC OUTPUT 1995 1996 1997 1998 . 1999 2000

AND PRICES ,]
Real GDP growth cade i %a 2.2 3.3 3.2 2 2.7 2.8
Oil sector 25 6.9 84 76 G2 62
Non-oit sector 2.4 2.7 ] 3.1 3.8 |26 ! 01 |
Qi production 196 2.7 Q21 21 |20 l 2.25
- Manufacturing Capacity 293 368 337 1324 E 34.4 { 34.5 :
Iflation 728 293 ‘85 10 - ] 6.6 1 4.5

- B: FEDERAL GOVERNMENT 1995 1996 1997 1998 1999 ' 2000
FINANCE (%o of GDP) |

Ovoerall fiscal balahee 0.1 1.2 0.2 . —4_3 L -8.8 : 18
- Primary halance \ 36 35 2.1 '-2 3 E ‘1.4 06
. Net domestic bank borrowing 0.9 1-5.6 j’ 2.2 i 3 ‘ 1.5 i
Domestic debt stock . . 12.7 126 12 7 l 146 245 | N/A a
. f 1 H
- External debt stock : 1366 22{5 ! 21 i : 22.9 ! 29 2 N/A '
. e e e t DY SR W -
| C:MONEY AND CREDIT | 1995 | 1996 | 1997 | 1998 1999 ] 2000
GROWTH (% of GDP) | . | L i
“Net domestic credit X N ~?3,4 2.8 ' 40.8 A
Net credit to goveinmernt 9.5 -55.6 . -53.5 1009 119.3 R
. _ | ,
evedit to private secton 48 L 23.9 23.9 2/ 4 ] 27.3 125
. i i
| Neltrove inoney 16.3 145 182 ZU 5 1220 5l

Broad money 194 168 169 (233 1 202436

b e
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D: EXTERNAL SECTOR 1995 1996 1997 1998 1999 2000

Cuorrent A/C balance in ™ of -9 .4 8.5 1.2 -11.6 0.4 8.5
i,r}[' ]

Overall balance (n 2. of GDP) Q0.9 {6 (1.0 -7.8 1.1 11.72 -
External reserves L o 4,074/ 7,581.2 7,100.0  5,450.0 9,399.9
Averadg ol witpul prce 106,/ 19.5 19.5 ‘ 12.9 18 o3
(US%/banret) j

Averrage edhioist exc-rate () AT 1.9 1.9 1 21.9 N/A N/A

Average AFEM/IFEM Ex. Rate 811 81.5 81.7 838 923 101.65
(N/$) .

E: SOCIAL INDICATORS 1995 1996 1997 | 1998 | 1999 | 2000

GDP per capital (N) 1073.6 1090.7 1081.5 ' 1057.0 1057.0 1044.6
Population growth rate 2.1 2.8 2.8 | 2.8 2.8 2.8
Life expectancy at birth (years) §2) 53 53 | 53 53 N
Adult Iterary (70) 5 h7 h7 57 57 57
Human development index 0102 0.4 0.4 0.4 0.4 0.1

SOURCE; C.B.N. Bullion, January/March, 2001, Vol. 25, No. 1. page 35.



5.2.0 DATA ANALYSIS

e analysing these data pr'e_'._%en.tq_?d, the first data, which is the
Nigerian selectod econumic mtﬁc:atn.r will be anatysed fist then followed
by the second data, which i custom tariff « hanges between 1999-2000.

Inflation Rate

»
-

The level of inflation was uhder controt during the whole of 1997,
The rate foll from 72.8% in December, 19945 Lo 20%, in-[)ie(:{:mlw.s', 1996 |
and as al 31st December, 1997 the projecting outgoing of inflation was
8.5%, it 1s obvious that the macro economic policieg that were -
introduced in 1996 have posilive impact on reducing the level of
inflation. It is e‘xpected that the tevel of inflation will not be more than
9% in 1998 but it increasnd by 1%, |

In the ye\ar 1999, nflation rate remained low from 10% in .1998
to 6.6% in 1992 and finally to 4.5% in the year 2000.

Gross Domestic Product, Tn the budget of 1997, it was anticipated
thét the growth rate would not be less than 5.5%. The gross domestic
{fmfllul in l‘l‘i? (pew by L77% representing o m;nk:‘t! ill]l”‘(_lV(‘IHl‘IIN
from 1 3% in 1994, 2.2% mn 1995 and :3.25”1-1 in 1996, The GO
continued Lo fall from 2.4%% with little improvement in 1999 and 2000,

External Sector

The external reserves has continued to rise from 1995 to 200 and

consequently the outpul price of oil per U.S. dollar per barrel has
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continued to rise significantly from $16 per baniel through te 19,12,18
and 2753 by the year 2000 leadimeg to oxooss windfall for the Nigenan
CLORONY,

[he exchange rate was a little bit stable between 1995 o 199,
stabilising at 81-83. But the exchange rate increases to 92.3 and an all-
high time of N101 to the dollar by the year 2000. The pressure on the
Naira mtensified as the Nana exchange rate in the inter bank foreign
exchange market (IFEM) on the average depreciation by 7.0 percent
from 9483 U5%1.00 between and November 1999 to N102.02

US$1.00 in the first 11 months of the year, 2000,

Money and Credit

The highlights of the monetary credit and other financial ¢ector
policy measures were as follows:
o Broad Moncy (M) fell from 19,4 by the year 1995 o
16.9 through 16.8 in 1996. It increased dur!ng the year
and was higher than the programme targets.
D Provisional hgures mdicate that (M,) and (M;) grew by
43.6 and 57.7 percent during the year as against their
r*'ﬁpe(llw* targets of 14.6 and 9.8 percent.
€. The rapid arowth i money slock was allitbutable

largely to the sustainable increase in foreign assets (net)

fa s



of  the (Tr.ﬁwlml Bank as a result Q{[ favourable
develnpments o the mternational petroleum market.

(o, Provivandg dat meheates it domestic credit which
rincreased by 55,7 percent in 1999, fell by 9.5 percent in
1‘2000 following lhe decline in net credit to government,
credit o the private sector grew by 17.5% compared

with 27.3% i 1999,

Sacial Indicators

Tha  poverty  situation  continued to worsen doe Lo visine
imemployment, low capacity utilisation and poor performance of the
non-oil sectar. The nation’s stock of economic public utilities remained
very deficient as a result of ageing and deteriorating machiﬁery and
equipment, among other faclors, |

Howevar, Lhe economy suffered some setbacks, which adversely
affected the implementation of the 1998 budget and the realisation of
the set tangel, The alsbal dedline o the nternational vude ol prices,
the reduction in or OPEC quota and the temporary closure of oil wells in

the Niger Delta led to a sharp reduction in government foreign

exchange earning from crude oil, | KASHIM IBRAMHIM LiL.

A
-~

Besides the decline in oil revenue, overall economic performance,

mcluding teal sector growth was stultified by erratic supply of petroleum

(!



products, epileptic power supply situation and  persistent crumbling
infrastructure. These  diminished  the  potential  for raising low  oil

revente,

521 DATA ANALYSIS OF CUSTOM TARIFF CHANGES

The year 2000 custom tariff changes were largely aimed at

L

addressing the concerns of manufacturers who seriously  complained
about the tarill changes in 1999 (o the effect that the duty rates were
increasecd on a number of mmorl‘cfl raw materials for IHE{HLIfE’rC[LII'il](_'],
white the, duty rates on a nomber of imported finished goods were
reduced, Um_c," exposing  locally  manufaclured  goods Lo unfair
competition: fr0{11 imported goods produced under more favourable
eéonomic environment.

To assuage the feelings of manlufactures, the years 2000 custom
duty rates on major matenal inputs for the manufacturing of various
products were reduced inorder to u'lcyitaii/a,: afling industries, increase
.s;f:clu_ral (..a[_Jilcity utili;a‘tmn, enllahc:e industrial compaotitiveness anrd
increase employment generation.

The table shows czunu_mtct_l averaye taniffs in the terms of old
tariff, new tariff and the resulting percentage changes in tariffs for 9
broad .import categories ranging form he agricultural sector to

1
miscallaneous manufactured articlos, All the sector is recorded reduction
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W average  taoffs  ranging  from 3.7 percent for  miscellaneous
manufactured articles o textiles anrl footwear with 18.5 percent

reduction,

5.3 ECONOMIC SOCIAL POLITICAL AND RELIGIOUS EFFECTS
ON THE ECONOMY : .

i The Economic Effecl

Despite the risk inherent in exporting as _Well as importing il's
most advantage is the additional sales and profits, which are generated.
Internabional trade more often than not, reflect products be;zond what is
required for domestic consumption in a siluation where a deliberate
policy Lo produy o solely o ei;.n)rt s onol patsued. Inoaddition the
exporling cconogny will berelit from increased production of goods and
SOTVIC 0, rwnplm,-/mnnt anda mr.'n"v optimal utifization ol productive
capacily. These benelits  eventually  tansform into better  living
cohdilions for the nationals of the exporting economy  Since er't‘:igl"l
exchange earned would contribule to meeting their needs fof sQImMe
essential goods and services. |

Recent developiments i the Nigetian aill dependent monacultve al
econony have led to the recognilion of Whe importance of international
bade as a veritable engine of growth. The decline in foreign vxchdnc_w

carnimgs ond ever increasing demand for foreign exchange by a large
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import dependent economy imply that additional sources (.Sf foreign
exchange earnings to fimance the gap between the demand for and
supply of foreign exchange must be found. And this can only be done
- thirough I;I(Z'Jl‘f.‘. inllmrmtimml lrade (Qjo, 1994, ~ 478“53

-f\hohi‘.fe, A (1995) is of the opinion that, the petroleun industry
plays o If?at'iing_\ role in Nigevia's external trade in particular and the
economy in general. For instance, in 1970, the oil sector accounted for
58% of tolal éxport carning, 9% of GDP and 20% of government
revenue. These rose further to 91.27 and 79% respectively in 1980 and
more than a decade laler, Lhe fater rates are oL maintained. Crade ol
therefore displaced he agricultural sector, wihich hitherto, was the
miainstay of the Nigenan cconomy, ospecially dinmg 1he pro-opdl vey
poriod, 1t hecame a major variable in the dotermination of the terms of
trade, government finances and aedit worthiness of the economy.

.By the end of 1985, the debt siuation worsened and the
recession deepened. The government reahsed that more austerity
without structural adjustment conslituted an inadequate response to the
fundamental econonvic and financial preblems confronting the country,
thus the structural adjustment programme (SAP) was intll'oduced in July
1086, The programme’s objectives in specific terms were to fosler

balance of paymoents viability, teduce the dependence of the cconomy

"
-

on imports and the oil sector and increase efficiently in resouirces

Iy
]
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allocation by ensuring that the Naira exchange rate was determined by b
an anteptay of market forces, the Nana was devalued and trade
Hher'alise('i i additton to the abolition of the ymport licensing system
hitherlo in placé.

2.  SOCIAL EFEECT

Ani, A, (1998) "we want to learn from the mistakes of 1997,
renew ow hope and aspitations in the cconomy and move forward.
Governiment s determined Lo show thal it cares for the Nigerian people
by implementing an appropriate social and economic {iogrammes and
Sstrategies that will altor posttively  the production brontior of  the
cconoimy”. N |
Nigeria’s cnergy sedlor has never had it so rough. Nalional
. ..[ li_‘{.\l'i;t Power Anthonity (NEPA) ond the Nigenan National Petioleun)
Corporation (NNPC), the nation’s two main sources of enérgyl came.
under the barrage vandals. Vandalism led to numerous deaths, injurtes
and left crippling effects on the Nigerian economy, Between July 10 and
17, 200-500 people died in pelroleum pihelines explosion.

Government has for a long time nol been able to live up Lo its
responsibiities in providing social amenitics to her citizens espé’cial'.y in
the Nigor Delta area where the vast miajority of the nation’s wealth

comes fron, The poople in that part of the country have Deen

(IH | L



marginalizéd in terms of equitable distribution of the nalion.’s wealth and
this has led to a lot of sabulage of the oil pipeline and abduction of
expatriates by the youths of the host communities. |

lrate youths, particularly in the Niger Delta area are generatly,
betieved to be responsible for oil pipeline sabotage in protest against the
governiment neglect of then area (Newswalch, January 1, 2001 page
18). Thus ted to the death of thousands of innocent people within that
area,

Also, despite the huge amount of money the g(;vernment IS
naking flom international trade transactions, one can hardly see the
positive effect on its citizenry. The tate of unemployment is so high.
When unemployied graduates are still roaning our streets, people who
WI;I'fj appointed 1o pian for the well being of such people were busy
planning for the economic downfall of the country. |

Finally, despite the huge windfall from crude oil sales, our
hospitals are stifl a mere constitting clinics devoid of drugs and facilities

so also the same is our primary and tertiary institution-:.

3. Political Effect

The Nigerion polity has beete a one of instability especially since
the cancollation of the June 12, 1993 election by the then Babangida
administration. On several occasions, it was one transition programme

1
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to another and these have adversely  affected the fiee flow of
imvestment into the country. Investors are not sure of their investment
m Nigenia and those who are intending to come into the country hos
bema scared away as a result of the negative political report comimg out
of the country. ‘
Nigenan trade policy mstruments can bhe grouped into two, first
best and second best policies, First best policies aimed at liberalising
trade by removing aheady existing anti-export biases such as those that
cofor highey levels of progection on wdustiies, quantitative export and
import s.r;ntmls and reqgulations on forewgn transactions and exchanege
rates, Second bést palicies on the other hand, involves the institution of

: 3\ . )
trade mcentives'and exports subsides that could offset observed anti-

export biases,

28 RELIGIOUS EFFECT

Nigetia has withessed a lot of religious riots i the past but i the
year 2000, it was more devastating than one could naame. Porhaps o
an over camage of the joy of liberation from the claws of militany
regime, fanatics, zealots and ethnic crusaders had filled days unleashing

terror, violence and mayhem on the country’s citizens,



The introduction of the Sharia legal systom by some potthern
states nearly I)l(mqrfl the countiy to o stand still, Redicme niels brokae
out in Kaduna which led to the death of many.,

Also in June 2000, Warri an oil rich city in Delta state exploded in
vio!enge. Also in the following month, a viclent clash between the O'dua
peoples (Zohgress,. (OPQ) aﬁd Igho traders erupted at the Alaba
international market in Lagos state.

However, these vinlent clashes have created a state of insecurity
within the countty and thorefore Jed to divestiment from the cconoimy.
Investors prefer where their capital are safe, in order word, inveslors

prefer safe mvestment haven,

5.4 RESEARCH FINDINGS

A spimmary of .Hw halances standing on the reserve accounts as
al 31st December 1997 in appendix Tour (4) sfwfﬁws that ._th(_-:r‘e is an
accruation of $3.295 billion in our foreign leserve. When thle accrualtion
(s taken rinto consideration with other reserves brought forward,
Nigerta’s as at 31st December, 1997 stood at $f’..7 billion.

Our foreigln. reverse at the end of November, 1998 stood ot
U§$7.6 billion. Tﬁe year witnessed some measure of macroeconomic

stability and consolidation of economic gains atlained in 1996 and 1997,

Nigerias gross external reserves increasad substantially from US$5.5
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bithon in December 1997 to US%9.4 hillion in Decombor 2000 (New
Nigetia Monday January 12, 1998 Transition budget e akdovm, pae
thiee),

On the extormal secton, the overall balance of payment position
showed  an estimated surpltus of 11.2% of GDP in the year 2000.
Pressures mtensified on the Nawa following the liquidity in the banking
as well as speculated activities of some markets operations. The growth
m reat Gross Domestic Product (G.D.P) was estimated at 2.8%
compared with the 3.0% anticipated in year 2000 and 2.7% achieved in
1999 (CBN Bulhon, January Farch, 2001 volume 25, No. 1, page 27).

Although come electrome indicators improved marginally relative
o 1998, the overall petformance continued to be below the poténtial
while inflation remained low and the desired single digit and the balance
of payment showed improvement, Other economic indicators reflect
poor performance.

The observed poor performance in 2000 includes:

L. ('_ontinuud depreciation of the Nava exchange rate.

2. Shgyish growth in the GDP.

3. Contintd high mcidence of poverty situation due to the high
lovel of imemployment, low capacity utilization and the poor
petformance of the non-oil sector, and defict stock of

economic and social infrastructure facilities as a result of



ageing and detenorating and machinery equipment, among
othor factors
Hhe contmtous expansion of the world economy, particularly the
sustamed growth i the US. and consolidation of recovery m Asia
contitbuted to - Nigena's  ccononne  qrowth e 2000, The  robust
mternational econamy  led to increased demand for Nigerian’s major
export product aude ol and concomitant accumulation of huge external
reserves, I the same vewn, the generally low level of inflation in the US
and  Europe, impacted  positively  on imports meant  for domestic
production, Nigeria’s economic conditions showed some improvements
which engendered confidence in foreign direct investors.
The International Monetary Fund {(IMF)'s approval of a standby
At angement (SBA)Y for Migenia also areated an avenue for seouniwg debt

refief from the Paris club of creditors.

5.4.1 The year Y000 custom tanffs changes were largely aimed at
addressing the concern of manufacturers who seriously complained
aboul the tanff changes n 1999 to the effect that the duty rotes weie
mereased on a number of imported raw matenials for manufacturing
while the duty rates on a number of impoited fmiched goods vere

reduced thus exposing locally manufactured goods 1o untoair competition



from impaorted  goods produced  under more favourable  economic
Covitonmient.

1o asciaqge the feeling~ of manufacturers, the year 2000 custom
duty rates on major materials inputs for the manufacturing of various
products were reduced i order to revitalise ailing industries, increased
sectorial capacity utilization, enhance industries competitiveness and
ncrease employment generation. This changes is shown in Appendix
three (3).

Furthermore below are graphs indicating the provision of GDP and
nflation 1ates from 1995 to 2000 and secondly the external recerve and

average exchanges.



FIGURE 1. REAL GDP ANG [N= _ATION PATES (1995 / 2000)

-

PERCENTAGE

N _
20
- T e _
) L. = - e sl W Sl i o |
LOSH LN wats M{TIT

e Reat GDP Girowth rate ; inthation Rate
] —_———



. ' /

i 4

\ / ~ 478058

\ /

\_, _ {"\?:
N

o
~

= - -~ - -
- - - — - —
o 7z - -+ L —

S3IAYIASIY YNHTLXT

NITHE!

[RYIVH]

[ous

HE

1996

1:.;95

YEARN

Rualin g,

Coilge

!I.'\

. Extemal Reservon it SSimiftion .

[N L NN



5.5 SUMMARY

This chapter starts with an introcductory part and followed by a
presentation of data in respect of the subject matter. It s o data
irﬂ!udnwg some selectod macroeconomic indicalors and a change i
custom taiffs on impotted items.,

-~ The social, cconomic¢ politicat and religious effects of internationai
trade on the economy was olso anatysed with the data provided.

Hs aso was followed by H1C analysis of the data on changess on
custom’s tariffs.

Finally, some findings were observed in the data presented and
aBO graphs were presented for an casy graphical undc{mﬁndnug of
some relevant indicators of the cconomy. This includes the GDP and
inflation and also external reverse and average exchange of the Naira Lo
the doilar between the period of 1995-2000.

The next iheu)tur s going to talk about the summary, conclusion

and recommendations.
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CHAPTER SIX
SUMMARY, CONCLUSION AND RECOMMENDATIONS |

6.0’ INTR(\DUCTION

The rescarcher chtered e tunnel of mvestigation with regards to
the subject matter with courage and determination, though it was found
luo be hectic, deceptivaly easy and difficult to start, Now there s some
light at the end of the tunnel. I the course Qf investigation howevet,
new discoveries were made, facts W(-?ré obtained and fancies buried,

Hus chaplor thetelore presents an overview of the whole exerese,

6.1 SUMMARY OF THE STUDY

[n this research project effort has heen made tg see the effect of
ternational trade on the cconomic development of Nigeria. In recent
years, _the inflow of foreign direct investment and ilntra-Nigeria
investnﬁ-mt by 'Ifr;)r'eiun inmﬁslors; and indigenous  respectively  has
withessed  many  rettagressive  changes  especially  in the area of
manufacturing agd other enterprising requiting large capital base. The
reéeardmr underltook this investigation to properly find out the causes
of these unfavourable chénges in Nigeria. |

This project provides an insight inlo the challenges and effect of
inlernalional trade on economic development of Nigeria., Their effects

W —— —
AR vt o,
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were andlysed, 1t also lighted on the relevance and contribution of
suhject matier o Nigeria,

ANy hi:gi-'rry covere intornational Bade in Nigeria and canomie
development and this obviously shows the importance of international
trade m the development countrics at large. The role of interational
trade in Nigeria cannol be over emphasised,

This project no doubt will inctease knowledge provides a basis for
conception of the Nigerian economic environment as a delerminant
factors for investiment, 1L will also compliment government's cffort ol
scrulinising the investment environment.,

The researcher found that the effect of imternational trade and the
choice of wading partner(s) are mul.tHaceled, viewed differently by
different entrepreneurs and therefore has no universally accepted effect.

However, job creation, improved balance of payments, increased
revenue rapid industiiatization and so on were identified as the
importance of investment and mternational trade.

Rolovant htevatines viere reviewed  in respect to o the ‘Slllljf‘.{.'L

maller.

L]
e

The concepls underlining international trade was also analysed
“and theories of international trade were reviewed,
The ftibrary rescarch methodology was then selected. This

mothodnlngy is considered valid i thal it is a generally accepted



Ll

procedure for evaluating performance of the effect of international trade
Y

on the ecanonue dovelopmeat of The Mugeruan o onomy,

In the data presentation and analysis chapter, conclusions drawn
from the stindy were <tated and relevant recommendations put forwaid

to faciitale improvement i o iternational trade,

6.2 CONCLUSION

International Liade 15 a very wvital sector in the economic
dovelopment  of any nation and  all hands must be on deck 1o
revolutionalise it m hine with the principles of liberalisation.

During the period of liberalisation, government has opened up its
market both home and abroad in order to create demand and
competition for Migeriy expart goods. This 1s a welcome development.
The setting up of export piocessing zone (EPZ) by the government at
various angles of the country is a welcome development as it will go a

long way m enhancing prodoctivity and generate employment for the

-

poptlace.

A favourable investment climate naturally attracts inflow of
foreign diect nwvestiment. The contribution  of international  trade
activities to a host country cannot be over emphasised.  Therefore

everything, reasonably possible should be done to encourage and



sustain existing mvestnient and atbact more, Nigeria stands 1o gain

more than loss, f the country industrintises rapidly and positively.

6.3 RECOMMENDATIONS
Inspite of the declining rate of international trade lransactions
and the new wave nof divestment, the situation is not totally
ntedecmable, if onty the nght actions are taken, before it gets 1o an
iHlusionary level. [Lis i view of this that the researcher reconmends the
foallonving medsu es,
b Both the ottractors and attractees shouwld undr-;rst'mm rach
other’s motives clearly i.e. their expectation of each other. Il is
'eﬂso important to know the type of international trade to
embatk upon.

2. The iskue of security, government should embark on adequate
measures 1o minimise GF not totat eradication) acts of violet
cime andreligious  disturbarces, Government  shiouid
.consolidate on the democratic dividend to assurc forgign
iwvestors of domestic political stability.

3. Government  shoutd embark  on ihe rehabilitation  of
infrastructural - facilities.  To - cosure speedy  tepairs  arxd

adequate maintenance of export/import facilities at the

It =, T e e
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hation’s ports. Private sector participants shoutd be allowed in
Lhe power dictiibution and telecommunication <ervices,.
4, Dbnoxious poiicies shiould De relioved in other to create a less

congested ports. Provision of an enabling environment and

facilities such as x-ray, scanner and other sophisticated

L3

machinery to enhance the work of the custom, police, SON,
NAFDAC, NDLEA and other agencies at the ports.

5. Putting in place urgent machinery to discourage the
mpottation— of  on-essential (oods esp'éé;ialiv those
;manufactured in the country, in order to protect the local
industries and tnvestment.

*
Curbing the essence of miscreants by law  enforcement

oy
agencies, slate governments.

)

/. Government should find solutions to the issue of corruption at
the ports and sthe areas of inlernational transactiotis.

}. Finally, the government shordd mvest more al home lrom tho

—

profils generated from international trade Lransactions m order
lo create a positive effect on the citizenry by creating Jubs,
improving the standard of living by providing essential needs
of the people and increasing economic development generally

and also improving the purchasing power of its citizenry,
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APPENDIX
I Selectod econonme dheators 199 2000
2. Selected mlerest rates End December, 2000

3. Custom tauff changes End December, 2000
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