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ABSTRACT

This study examines the political economy of industrial policy and persistent import dependence in
post-adjustment Nigeria from 1986 to 2024. Beginning with the adoption of the Structural Adjustment
Programme (SAP) in 1986, Nigeria embraced liberalization, deregulation, privatization, and exchange
rate reform under the expectation that market-oriented restructuring would enhance industrial
competitiveness and stimulate manufacturing-led development. Nearly four decades later, however,
the manufacturing sector remains structurally shallow, technologically dependent, and heavily reliant
on imported capital goods, intermediate inputs, and refined petroleum products. Anchored in an
integrated Structural and Institutional Political Economy framework, this paper argues that Nigeria’s
industrial trajectory reflects the interaction between externally conditioned structural constraints and
domestically mediated institutional weaknesses across successive military and democratic regimes.
While commodity-dependent incorporation into the global economy constrained autonomous industrial
upgrading, limited state capacity, policy volatility, fiscal centralization, and weak industrial
coordination mechanisms reinforced import dependence. Using qualitative political economy
methodology supported by documentary and secondary data analysis, the study demonstrates that
liberalization without developmental state reconstruction entrenched structural vulnerability rather
than resolving it. The paper concludes that reversing Nigeria’s import dependence requires rebuilding
state capacity, stabilizing industrial policy, and strategically coordinating manufacturing
transformation beyond episodic reform cycles.

Keywords: Industrial policy, import dependence, manufacturing, Nigeria, political economy, state
capacity, structural adjustment,

INTRODUCTION

Industrialization occupies a central place in classical and contemporary development theory. From the
early structuralists to modern growth economists, sustained development has been consistently linked
to structural transformation — particularly the expansion of manufacturing and productivity-enhancing
sectors (Lewis, 1954; Chenery, 1979; Rodrik, 2016). Manufacturing has historically functioned as the
principal driver of technological upgrading, employment absorption, export diversification, and
domestic value addition.

Yet the trajectory of industrialization in Nigeria presents a troubling paradox. Despite its demographic
scale, resource endowment, and decades of reform, the country has not achieved sustained
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manufacturing deepening. Instead, it exhibits persistent dependence on imported machinery, industrial
inputs, refined petroleum products, and consumer goods (World Bank, 2022; African Development
Bank, 2023). This pattern persists even though Nigeria remains one of Africa’s largest crude oil
exporters.

The turning point in Nigeria’s economic governance occurred with the introduction of the Structural
Adjustment Programme (SAP) in 1986. Influenced by Bretton Woods policy prescriptions, SAP aimed
to correct macroeconomic distortions through currency devaluation, trade liberalization, subsidy
removal, and privatization. The underlying theoretical assumption reflected neoliberal orthodoxy:
reduced state intervention and increased exposure to global markets would enhance allocative
efficiency and stimulate industrial competitiveness (Williamson, 1990).

However, a significant body of development scholarship questions whether liberalization alone
generates structural transformation in late-industrializing economies. Structuralist and dependency
scholars argue that peripheral economies integrated into global capitalism as primary commodity
exporters face systematic constraints in upgrading production structures (Prebisch, 1950; Amin, 1972;
Frank, 1967). Commodity dependence often reinforces external vulnerability, foreign exchange
instability, and limited technological transfer.

Conversely, institutional political economy emphasizes that successful industrialization depends not
merely on market openness but on state capacity, bureaucratic coherence, and strategic industrial
coordination (Evans, 1995; North, 1990; Besley & Persson, 2011). Historical analyses of late
industrializers demonstrate that effective state institutions mediated global pressures through targeted
industrial policy rather than passive liberalization (Chang, 2002; Amsden, 2001).

Nigeria’s post-adjustment experience therefore raises a critical political economy question:

Did liberalization enhance manufacturing competitiveness, or did it deepen structural import
dependence in the absence of sufficient state capacity?

Existing analyses often isolate either external structural constraints or domestic governance failures.
Yet industrial outcomes emerge from the interaction between these dimensions. As Onya’s (2017)
analysis of fiscal federalism demonstrates, rent-centered revenue structures can distort incentives away
from productive diversification. Similarly, governance reform without structural coherence may fail to
transform accumulation patterns (Onya & Elemanya, 2016). Institutional fragility in resource-
producing regions further complicates industrial stability (Onya & Ibori, 2016).

This study advances the central argument that Nigeria’s persistent import dependence reflects the
convergence of:

1. Structural constraints embedded in commodity-dependent integration into the global economy;
and
2. Institutional weaknesses limiting the state’s capacity to coordinate, discipline, and strategically

guide manufacturing transformation.

By integrating Structural Political Economy and Institutional Political Economy, the paper seeks to
move beyond binary debates between ‘“state failure” and “market distortion.” Instead, it situates
Nigeria’s industrial trajectory within a layered framework that explains how liberalization without
developmental state reconstruction entrenched dependency rather than alleviating it.

The sections that follow develop this argument systematically. The next section presents the Analytical
Persuasion of Dual Theories. This is followed by their Integration into a unified explanatory model.
The Methodology section then justifies the qualitative research design with appropriate scholarly
authorities. Subsequent sections provide Conceptual Explications and an empirically grounded
political economy analysis of Nigeria’s post-adjustment manufacturing trajectory. The paper concludes
with policy recommendations and identification of emerging research frontiers in industrial political
economy.

ANALYTICAL PERSUASION OF DUAL THEORIES
Structural Political Economy and the Constraints of Peripheral Industrialization
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Structural political economy emerged as a critical response to modernization theory’s linear
assumptions about development. Early structuralists associated with the United Nations Economic
Commission for Latin America argued that the international division of labour systematically
disadvantaged primary commodity exporters (Prebisch, 1950). In this framework, peripheral
economies export raw materials while importing manufactured goods, thereby reproducing unequal
exchange and deteriorating terms of trade.

Dependency theorists extended this argument by demonstrating that underdevelopment is not a stage
preceding development but a condition actively produced through integration into global capitalism
(Frank, 1967; Amin, 1972). For peripheral economies, industrialization is constrained not merely by
domestic inefficiencies but by structural incorporation into global production hierarchies dominated by
advanced capitalist states.

Later world-systems analysis reinforced this hierarchical understanding of global economic
organization, distinguishing between core, semi-periphery, and periphery positions (Wallerstein,
1974). Peripheral states often remain dependent on imported technology, capital goods, and financial
flows, limiting autonomous industrial transformation.

Applied to Nigeria, structural political economy provides significant explanatory power. Nigeria’s
postcolonial economy became heavily reliant on crude oil exports following the oil boom of the 1970s.
This commaodity dependence exposed the country to volatile global price cycles and foreign exchange
instability (Karl, 1997). The introduction of SAP in 1986 deepened integration into global markets
through trade liberalization and currency devaluation, exposing domestic manufacturing to intense
import competition without necessarily strengthening technological capacity.

Rodrik (2004, 2016) argues that premature deindustrialization has characterized many developing
economies in the era of globalization, where manufacturing peaks at lower income levels than
historically observed in early industrializers. Nigeria’s manufacturing stagnation between 1986 and
2024 reflects this broader structural pattern: exposure to global competition without sufficient
industrial upgrading capacity.

However, structural political economy alone does not fully explain why some commaodity-dependent
states have achieved industrial deepening while others have not. East Asian economies, despite global
constraints, leveraged state coordination to foster manufacturing competitiveness (Amsden, 2001;
Wade, 1990). Thus, structural constraints are mediated through domestic institutional arrangements.
This limitation necessitates engagement with Institutional Political Economy.

Institutional Political Economy and the Centrality of State Capacity

Institutional political economy emphasizes that development outcomes depend significantly on the
guality, coherence, and capacity of state institutions (North, 1990). Institutions structure incentives,
reduce uncertainty, and shape economic coordination. In development contexts, state capacity
determines whether governments can formulate and implement industrial strategies effectively.

Evans (1995) introduced the concept of “embedded autonomy,” arguing that successful developmental
states combine bureaucratic competence with structured engagement with productive sectors.
Similarly, Besley and Persson (2011) conceptualize state capacity in terms of fiscal capacity and legal
capacity, both essential for developmental transformation.

Institutionalist scholarship challenges the assumption that market liberalization alone produces
structural transformation. Chang (2002) demonstrates that historically industrialized nations relied on
active industrial policy, protection, and state coordination rather than laissez-faire orthodoxy.
Industrial upgrading, therefore, requires deliberate state intervention.

In the Nigerian case (1986-2024), institutional weaknesses have limited effective industrial
coordination. Fiscal federalism arrangements heavily dependent on oil rents reduce incentives for
productive taxation (Onya, 2017). Anti-corruption reforms, while rhetorically significant, have
struggled to institutionalize accountability mechanisms capable of disciplining rent-seeking behavior
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(Onya & Elemanya, 2016). Institutional fragility in oil-producing regions has also disrupted industrial
stability and investor confidence (Onya & Ibori, 2016).

Moreover, policy volatility across military and democratic regimes has undermined long-term
industrial planning. Industrial policies have frequently shifted in orientation — from protectionism to
liberalization to selective intervention — without sustained coordination mechanisms. Weak
bureaucratic insulation and politicized policy processes have limited continuity in manufacturing
strategy.

Nevertheless, institutional political economy also has analytical limitations. While it explains
governance weaknesses, it sometimes underestimates the structural constraints imposed by global
production hierarchies and financial integration. Domestic reforms alone cannot fully overcome
external dependency without strategic navigation of global economic structures.

Analytical Convergence: Structural Constraints and Institutional Mediation

The foregoing discussion demonstrates that neither structuralism nor institutionalism alone provides a
sufficient explanation of Nigeria’s industrial trajectory between 1986 and 2024.

Structural political economy explains:

. Commodity dependence

. Adverse integration into global markets

. Exposure to volatile foreign exchange cycles

. Import dependence on capital and intermediate goods
Institutional political economy explains:

. Weak state capacity

. Policy volatility

. Fiscal rent dependence

. Limited bureaucratic coherence

. Weak industrial coordination

However, Nigeria’s persistent import dependence emerges from the interaction between these
dimensions. Structural exposure amplified institutional fragility, while institutional weaknesses
intensified vulnerability to structural pressures.

Liberalization reduced tariff protection and exposed domestic firms to global competition. Yet the
state did not simultaneously construct robust industrial financing institutions, technological upgrading
platforms, or coordinated export strategies capable of strengthening manufacturing resilience.
Consequently, import penetration deepened rather than reversed.

This analytical convergence provides the theoretical foundation for examining Nigeria’s post-
adjustment industrial political economy.

INTEGRATION OF DUAL THEORIES
Toward a Unified Structural-Institutional Political Economy Framework
The preceding discussion established that structural political economy and institutional political
economy each provide indispensable but incomplete explanations of industrial outcomes in post-
adjustment Nigeria. Structuralism highlights systemic constraints embedded in global capitalism,
while institutionalism foregrounds domestic state capacity and governance quality. Yet Nigeria’s
persistent import dependence between 1986 and 2024 cannot be adequately explained by either
dimension in isolation.
This study therefore integrates both traditions into a unified Structural-Institutional Political Economy
framework grounded on three core propositions.
Proposition I: Structural Positioning Conditions Industrial Possibility
Structural political economy demonstrates that peripheral economies integrated as primary commodity
exporters face constraints in upgrading into technologically sophisticated manufacturing (Prebisch,
1950; Amin, 1972; Wallerstein, 1974). Commodity dependence generates:

. Foreign exchange volatility
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. Limited technological diffusion
. Vulnerability to global demand cycles
. Import dependence for capital goods and intermediate inputs

Nigeria’s oil-dependent accumulation structure exemplifies these dynamics. Oil export revenues
dominate foreign exchange earnings, while manufacturing relies heavily on imported machinery and
raw materials. Such structural positioning constrains industrial deepening because domestic production
remains externally dependent for both technology and financing.

However, structural constraints do not determine outcomes mechanically. They establish conditions of
possibility, not inevitability.

Proposition I1: Institutional Capacity Mediates Structural Constraints

Institutional political economy argues that state capacity determines whether structural constraints are
reproduced or strategically navigated (Evans, 1995; Besley & Persson, 2011). Effective developmental
states discipline rent-seeking, coordinate industrial actors, mobilize domestic resources, and sustain
long-term policy commitments.

Where institutional capacity is weak, structural exposure magnifies vulnerability. Liberalization in a
context of limited bureaucratic coherence and fiscal dependence on resource rents can accelerate
deindustrialization rather than foster competitiveness.

Between 1986 and 2024, Nigeria experienced significant regime transitions — from military rule to
democratic governance — yet institutional weaknesses persisted in several domains:

. Limited industrial policy continuity

. Weak coordination between monetary, fiscal, and trade policy

. Rent-driven fiscal federalism (Onya, 2017)

. Governance contradictions in reform implementation (Onya & Ogbede, 2020)
. Inconsistent enforcement of industrial incentives

Thus, institutional mediation in Nigeria has not sufficiently counterbalanced structural exposure.
Proposition I11: Import Dependence as a Product of Structural—Institutional Interaction

The integration of both theoretical traditions leads to the central analytical insight of this study:

Import dependence in post-adjustment Nigeria is not merely the outcome of global structural
incorporation nor solely the result of institutional weakness, but the cumulative product of their
interaction across time.

Trade liberalization exposed domestic firms to global competition. Exchange rate volatility increased
input costs for manufacturers dependent on imported machinery. Yet the absence of coordinated
industrial upgrading policies prevented technological deepening. As a result, manufacturing growth
remained shallow, and import substitution did not transition into export competitiveness.

Rodrik (2004) notes that premature liberalization without institutional preparation may lock economies
into low-productivity equilibria. Similarly, Chang (2002) emphasizes that industrial upgrading requires
deliberate state coordination rather than passive market integration.

In Nigeria’s case (1986-2024), liberalization reduced tariff protection but did not simultaneously
construct:

. Strong development finance institutions

. Technological upgrading systems

. Stable industrial clusters

. Long-term export-oriented manufacturing strategies

The result has been cyclical industrial vulnerability tied to oil price movements and foreign exchange
crises. Import dependence thus reflects a structurally exposed economy mediated by limited
developmental state capacity.

Analytical Model Guiding the Study

The integrated framework guiding this study may be summarized as follows:

1. Global Structural Integration (commodity dependence; liberalization; global competition)
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2. Domestic Institutional Mediation (state capacity; fiscal structure; policy coherence; bureaucratic
quality)

3.Industrial Outcome (manufacturing depth or import dependence)

Where structural exposure is high and institutional capacity is weak, import dependence is likely to
persist.

Where structural exposure is strategically mediated by coherent state institutions, industrial upgrading
becomes possible.

This analytical model allows the study to examine Nigeria’s industrial trajectory across three sub-
periods within 1986-2024:

. Adjustment and liberalization consolidation (1986-1999)
. Democratic reform and oil boom paradox (1999-2014)
. Recession, FX instability, and industrial stress (2015-2024)

By situating empirical developments within this integrated framework, the study avoids reductionist
explanations and instead advances a layered political economy analysis.

Theoretical Contribution

The integration of Structural and Institutional Political Economy in this study advances two scholarly
contributions:

First, it demonstrates that debates framing industrial stagnation as either market failure or governance
failure overlook the interactive nature of development constraints.

Second, it provides a historically grounded explanatory model for understanding why liberalization in
resource-dependent states may deepen rather than alleviate import dependence when institutional
reconstruction is insufficient.

METHODOLOGY

Research Design and Philosophical Orientation

This study adopts a qualitative political economy research design grounded in historical—institutional
analysis. The central objective is to examine how structural positioning within the global economy
interacted with domestic institutional capacity to shape Nigeria’s industrial trajectory between 1986
and 2024. Such a research problem requires interpretive depth, historical sequencing, and institutional
analysis rather than purely econometric estimation.

Qualitative research is particularly appropriate when the aim is to investigate complex social processes
embedded in historical and institutional contexts (Creswell, 2014). Developmental transformation and
industrial restructuring are path-dependent processes that unfold across time and cannot be fully
understood through cross-sectional quantitative indicators alone.

Following Skocpol (1979), macro-political and economic transformations require historically
grounded explanation attentive to structural conditions and institutional configurations. Similarly, Yin
(2018) emphasizes that case-oriented research is suitable when the boundaries between phenomenon
and context are blurred — as is the case with industrial policy, which is inseparable from fiscal
structures, global integration, and governance institutions.

Thus, this study employs a qualitative, longitudinal case study approach to analyze Nigeria’s post-
adjustment industrial political economy.

Case Selection Justification

The selection of Nigeria as a single in-depth case is analytically strategic rather than incidental.
Nigeria represents:

1. One of Africa’s largest economies by GDP.

2. A major crude oil exporter with prolonged commodity dependence.

3. A state that implemented Structural Adjustment reforms early (1986).

4. An economy that transitioned from prolonged military rule to democratic governance in 1999.
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These features make Nigeria a critical case for examining whether liberalization and democratic
transition strengthened industrial capacity or entrenched import dependence.
George and Bennett (2005) argue that carefully selected case studies are valuable for theory-building
when they allow detailed examination of causal mechanisms. Nigeria’s extended post-adjustment
trajectory provides sufficient temporal depth (1986-2024) to examine policy sequencing, institutional
continuity, and structural persistence.
Periodization and Analytical Sequencing
The study covers 19862024, beginning with the introduction of the Structural Adjustment Programme
and extending to contemporary industrial challenges.
For analytical clarity, the period is divided into three sub-phases:
1. Adjustment and Liberalization Consolidation (1986-1999):
Characterized by trade liberalization, currency devaluation, privatization, and deregulation
under military regimes.

2. Democratic Reform and Oil Boom Paradox (1999-2014):
Marked by democratic transition, institutional reform rhetoric, and high oil revenues.
3. Recession, Foreign Exchange Instability, and Industrial Stress (2015-2024):

Defined by oil price shocks, foreign exchange crises, recession episodes, and renewed debates on
industrial protection.

This periodization allows the study to assess whether regime transitions and economic cycles altered
the structural—institutional dynamics shaping manufacturing.

Data Sources and Analytical Strategy

The study relies on multiple qualitative and secondary data sources to ensure analytical robustness:

. Government policy documents and industrial policy frameworks

. Central Bank and fiscal reports

. Manufacturing sector statistics

. International development reports (e.g., World Bank, African Development Bank)

. Peer-reviewed scholarly literature on Nigerian political economy, such as

. Onya’s prior empirical studies (Onya, 2017; Onya & Elemanya, 2016; Onya & Ibori, 2016)

Triangulation of documentary evidence and scholarly interpretation strengthens internal validity (Yin,
2018). Rather than generating new primary survey data, the study interprets existing evidence within a
structured theoretical framework.

The analytical method follows a structured, focused comparison across the three sub-periods,

examining:

. Industrial policy orientation

. Trade and tariff regimes

. Exchange rate dynamics

. Fiscal structure and oil dependence

. Manufacturing output and structural depth
. Institutional continuity or volatility

By tracing these variables across time, the study identifies causal patterns linking structural exposure
and institutional mediation to industrial outcomes.

Justification for Non-Quantitative Emphasis

Although manufacturing performance can be measured quantitatively, the central research question
concerns why industrial stagnation persists despite reform cycles. Explaining causation in such
contexts requires institutional and structural interpretation rather than correlation analysis.

Mahoney and Thelen (2010) argue that institutional change and persistence are best examined through
qualitative historical analysis attentive to power distribution and rule enforcement. Similarly, Rodrik
(2004) emphasizes that development trajectories are shaped by country-specific institutional
configurations rather than universal policy formulas.
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Therefore, this study privileges qualitative political economy reasoning while drawing on descriptive
quantitative indicators where necessary to illustrate trends.

Methodological Contribution

By integrating structural and institutional analysis within a longitudinal qualitative framework, this
study avoids two common methodological pitfalls:

1. Treating industrial stagnation as purely a macroeconomic performance issue;

2. Reducing institutional weakness to governance indices without historical context.

Instead, the research design captures the dynamic interaction between global structural incorporation
and domestic institutional capacity across nearly four decades.

CONCEPTUAL EXPLICATIONS

To provide analytical clarity and enhance the interpretive power of the study, key concepts are
explicated below. These concepts form the backbone of the integrated Structural—Institutional Political
Economy framework applied to Nigeria’s industrial trajectory.

1. Industrial Policy

Industrial policy refers to deliberate state strategies aimed at influencing the structure, composition,
and direction of production within the economy (Amsden, 2001; Rodrik, 2004). It encompasses
policies to stimulate manufacturing, technological upgrading, export diversification, and value
addition.

In the Nigerian context, industrial policy includes measures such as:

. Trade protection and tariff regimes,

. Fiscal incentives for manufacturing,

. Export processing and industrial parks,

. Support for Small and Medium Enterprises (SMES).

Effective industrial policy is expected to link growth with structural transformation, ensuring that GDP
expansion translates into productive employment (Chang, 2002). Where industrial policy is weak,
fragmented, or poorly implemented, growth may remain capital-intensive and jobless.

2. Manufacturing Transformation

Manufacturing transformation is the process through which industrial sectors evolve from low
productivity, import-dependent activities to higher productivity, value-adding, and technologically
sophisticated production (McMillan et al., 2014; Chenery, 1979).

Key indicators of manufacturing transformation include:

. Share of manufacturing in GDP and employment,

. Technological upgrading and automation,

. Backward and forward linkages with other domestic sectors,
. Export diversification beyond primary commaodities.

Nigeria’s post-adjustment economy has struggled with low manufacturing elasticity, reflecting
enclave-based growth in oil exports and limited industrial deepening.

3. Structural Dependence and Enclave Accumulation

Structural dependence refers to the persistent integration of an economy into global value chains in
ways that constrain industrial diversification and technology upgrading (Amin, 1972; Cardoso &
Faletto, 1979). Enclave accumulation is a specific manifestation in resource-dependent economies,
where capital-intensive sectors generate GDP but employ minimal labour or stimulate domestic
linkages (Corden & Neary, 1982).

In Nigeria, oil-led enclave accumulation has shaped industrial underdevelopment by:

. Reducing incentives for import substitution,
. Limiting backward and forward linkages,
. Concentrating revenue in centralized fiscal structures.

This concept is critical for understanding why industrial expansion has not resulted in broad-based
employment or structural transformation.
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4. State Capacity

State capacity refers to the institutional ability of government to design, coordinate, and implement
development policies effectively (Evans, 1995; Besley & Persson, 2011). In the industrial context,
state capacity entails:

. Bureaucratic competence in policy execution,
. Fiscal and administrative mechanisms for supporting industrial sectors,
. Coordination across ministries, subnational governments, and industry

stakeholders.
Low state capacity undermines industrial policy efficacy, leaving structural transformation incomplete
despite formal policy frameworks.
5. Policy Coherence and Institutional Mediation
Policy coherence denotes alignment between industrial, fiscal, trade, and labour policies to produce
mutually reinforcing outcomes (Rodrik, 2004). Institutional mediation refers to the role of governance
structures, bureaucratic capacity, and enforcement mechanisms in translating policy into measurable
outcomes (North, 1990; Acemoglu & Robinson, 2012).
In Nigeria, fragmented institutional arrangements, inconsistent enforcement, and rent-centered
governance have limited policy coherence and industrial impact. These mechanisms explain why
repeated reform packages often fail to generate employment-intensive industrial growth.
6. Industrialization and Development Linkage
Industrialization is central to structural transformation and development (Chenery, 1979; Ake, 1996).
Development in this study is defined as:
“The sustained process of structural transformation, productivity upgrading, and institutional
strengthening that links economic growth with social inclusion and labour absorption” (Sen, 1999;
Mkandawire, 2001).
Where industrialization is shallow, growth remains socially exclusionary, reinforcing inequality and
reinforcing enclave dependence.
7. Meso-Level Enterprise Transformation (MLET)
Meso-Level Enterprise Transformation refers to the upgrading of firms at the intermediate or sectoral
level, bridging macro-industrial policy objectives and micro-level enterprise capacities (Hobday, 1995;
Amsden, 2001).
MLET involves:

. Technological upgrading across clusters,

. Skills development at the sectoral level,

. Integration of SMEs into domestic and global value chains,

. Operationalization of industrial policy incentives at the enterprise level.

This concept is critical for understanding how structural and institutional factors interact to produce
measurable industrial outcomes. In Nigeria, failure to support meso-level transformation has
contributed to shallow industrial depth despite macro-level policy initiatives.

8. Rent-Dependence and Fiscal Incentives

Rent-dependence denotes reliance on resource rents, particularly oil, to finance state expenditures and
development initiatives (Onya, 2017). Fiscal incentives tied to rents often reward capital-intensive,
import-dependent sectors rather than labour-intensive domestic production.

The interaction of rent-dependence with weak policy coherence reduces employment elasticity and
constrains the absorptive capacity of manufacturing sectors.

Conceptual Summary

The above concepts collectively inform the integrated analytical framework of the study. They explain
why industrial policy and growth in Nigeria (1986-2024) have not translated into substantive
structural transformation.

. Industrial policy sets the rules and targets.

. Manufacturing transformation measures tangible outcomes.
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. Structural dependence and enclave accumulation explain macroeconomic constraints.

. State capacity and institutional mediation determine policy effectiveness.

. Meso-level enterprise transformation operationalizes macro objectives at the sectoral and
enterprise level.

. Rent-dependence contextualizes fiscal and political constraints.

This conceptual foundation now enables the empirical examination of industrial trajectories, structural
transformation, and policy outcomes in Nigeria.

EMPIRICAL ANALYSIS AND FINDINGS

Introduction

The analysis examines the trajectory of industrial policy and meso-level enterprise transformation in
Nigeria between 1986 and 2024. This period encompasses major economic reforms, including the
Structural Adjustment Program (SAP), post-SAP liberalization, the National Industrial Policy of 2014,
and recent efforts to deepen manufacturing and SME capacities.

The study situates industrialization outcomes within the integrated Structural—Institutional framework,
highlighting how growth patterns, policy design, and institutional arrangements have interacted to
shape industrial transformation—or the lack thereof. The analysis draws on policy documents, national
statistical data, and scholarly literature, contextualized within Nigeria’s fiscal, institutional, and
industrial landscape.

1. Industrial Policy Evolution and Structural Context

1.1 Structural Adjustment Program (1986-1993)

Nigeria’s SAP, implemented under the guidance of the World Bank and IMF, aimed at liberalizing the
economy, promoting private sector-led growth, and reducing state intervention in production (Ekpo,
1995).

Findings:

. Industrial output declined due to import liberalization, which exposed domestic manufacturing
to foreign competition without adequate protection.

. Employment in manufacturing stagnated, reflecting limited labour-intensive capacity.

. Meso-level enterprise transformation was minimal; SMEs lacked access to technology,
finance, and training.

Interpretation: The SAP reinforced enclave accumulation tendencies by privileging import dependent
sectors over domestic manufacturing, consistent with structural political economy arguments (Amin,
1972; Onya, 2017). Institutional mediation was weak, with limited state capacity to implement
protective or support measures effectively.

1.2 Post-SAP and Liberalization Era (1994-2005)

Following SAP, Nigeria pursued trade liberalization, deregulation of industries, and export-oriented
policies. The National Economic Empowerment and Development Strategy (NEEDS) (2004-2007)
sought to stimulate industrial and SME growth.

Findings:

. GDP growth resumed, largely driven by oil rents and capital-intensive sectors.

. Manufacturing contribution to GDP remained low (~5-6%).

. SMEs continued to operate informally, reflecting weak meso-level enterprise transformation.

. Policy coherence was undermined by overlapping mandates, inconsistent incentives, and weak
enforcement.

Interpretation: Structural dependence persisted, with industrialization outcomes constrained by
enclave-led accumulation and rent-oriented fiscal arrangements (Corden & Neary, 1982; Onya &
Ibori, 2016). Institutional capacity deficits limited the translation of industrial policy into tangible
transformation.
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1.3 Industrial Policy Consolidation (2006-2014)

During this period, Nigeria developed more structured industrial frameworks, including the National
Industrial Policy (2014), targeted interventions for key sectors, and initiatives for SME support
(Federal Ministry of Industry, Trade, and Investment, 2014).

Findings:

» Manufacturing growth increased modestly (~6—7% of GDP), but employment elasticity remained
low.

« Value chain integration and technological upgrading at the meso-level were limited.

» SME financing mechanisms existed, but access and capacity development remained inadequate.

» Industrial policy was hampered by coordination gaps across ministries and subnational governments.
Interpretation: Policy ambitions highlighted awareness of structural transformation needs, but
institutional mediation remained insufficient. Rent-dependence, weak bureaucratic coordination, and
limited meso-level enterprise transformation continued to constrain inclusive growth (Evans, 1995;
Besley & Persson, 2011).

1.4 Recent Industrialization Efforts (2015-2024)

The post-2015 era has witnessed renewed focus on industrial diversification, manufacturing
competitiveness, and SME development. Initiatives include:

. Nigeria Industrial Revolution Plan (NIRP),

. Special Economic Zones (SEZs),

. Technology and innovation hubs for SMEs.

Findings:

. Manufacturing share in GDP remains below 10%, indicating shallow structural
transformation.

. Meso-level enterprise transformation shows promise in digital and agro-processing clusters
but is unevenly distributed geographically.

. Policy coherence improved modestly through coordination platforms, yet subnational
enforcement remains inconsistent.

. Employment creation remains concentrated in informal services, reflecting persistent jobless

growth at the meso-level.

Interpretation: Structural accumulation remains heavily enclave and capital-intensive. Institutional
mediation, while improved, still limits the absorptive and transformational capacity of industrial policy
(Onya & Elemanya, 2016). Meso-level enterprise transformation is emerging but far from achieving
national-scale industrial deepening.

2. Meso-Level Enterprise Transformation (MLET) Analysis

MLET examines the transformation of firms and industrial clusters that act as intermediaries between
macro industrial policy and micro enterprise activities.

Key Observations:

1. Agro-Processing Clusters: Some growth in technology adoption and SME integration into
value chains, particularly in Lagos, Kano, and  Ogun states.

2. Digital SMEs: Technology-driven enterprises in fintech, logistics, and e-commerce show
adaptive meso-level transformation but employ relatively few semi-skilled or low-skilled workers.

3. Manufacturing SMEs: Limited productivity upgrading, weak backward linkages, and low
formal employment absorption.

Interpretation: While pockets of MLET exist, the majority of SMEs remain structurally shallow. This
aligns with the integrated framework: structural accumulation patterns constrain scale, and institutional
mediation determines efficacy.

3. Employment and Structural Outcomes

3.1 Employment Elasticity

Analysis indicates low employment elasticity of industrial growth:
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. Periodic GDP growth in manufacturing and services has not proportionally increased formal
employment.
. Informal sector continues to absorb displaced or new labour force entrants (~65-70% of urban

employment).

3.2 Industrial Depth

Manufacturing remains concentrated in low-technology, low-value-added sectors. Backward and
forward linkages are weak, limiting spillover effects for structural transformation.

3.3 Institutional Mediation

Policy coherence is moderately improved, but fiscal incentives, coordination, and enforcement remain
inconsistent. Rent-dependence continues to shape industrial priorities, often privileging capital-
intensive sectors over labour-intensive manufacturing.

4. Comparative Insights

Nigeria’s industrialization experience between 1986 and 2024 demonstrates:

1. Persistent enclave accumulation in capital-intensive sectors.

2. Shallow structural transformation with low manufacturing deepening.

3. Emerging but uneven meso-level enterprise transformation.

4, Institutional mediation as the key determinant of industrial policy success or failure.

The findings confirm the structural-institutional framework: growth alone does not guarantee
transformation unless industrial policy, meso-level enterprise development, and institutional
coordination are aligned.

Empirical Synthesis

The Nigerian case illustrates how structural patterns of accumulation, rent dependence, and weak
meso-level enterprise support interact with institutional mediation to produce incomplete industrial
transformation. Despite multiple reform programs, manufacturing and SME upgrading remain
insufficient to absorb the growing labour force, reflecting continued jobless industrial growth.

CONCLUSION

This study interrogated Nigeria’s industrial trajectory from 1986 to 2024, focusing on meso-level
enterprise transformation (MLET) and the capacity of industrial policy to generate inclusive,
employment-intensive structural change. Anchored in an integrated Structural-Institutional Political
Economy framework, the analysis demonstrates that growth in Nigeria’s industrial sector has largely
remained jobless, enclave-oriented, and capital-intensive, with limited translation into sustainable
employment or productivity upgrading.

The empirical evidence reveals that:

1. Structural accumulation patterns dominated by resource dependence, capital intensive
manufacturing, and enclave growth, have constrained the scale and depth of industrial transformation.
2. Institutional mediation—including policy coherence, bureaucratic capacity, and fiscal

arrangements—has been critical in shaping the effectiveness of industrial interventions. Weak
institutional enforcement and coordination have limited the impact of otherwise well designed policies.
3. Meso-level enterprise transformation remains uneven. Pockets of innovation and value chain
integration exist in agro-processing, digital SMEs, and localized manufacturing clusters, yet these have
not achieved nationwide structural impact.

4. Employment elasticity of industrial growth is low. Despite periods of GDP expansion in
manufacturing and services, formal employment growth remains inadequate, while informality
continues to absorb the majority of the labour force.

In essence, Nigeria’s industrial policy successes have been piecemeal and geographically concentrated,
highlighting the persistent gap between growth and structural transformation. This underscores a
critical insight for political economy scholarship: industrialization is not a purely macroeconomic or
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policy-driven phenomenon; it requires the convergence of structural opportunity, institutional capacity,
and enterprise-level adaptability.

POLICY RECOMMENDATIONS
Grounded in the empirical findings and theoretical insights, the study advances the following policy
directions:

1. Reorient Industrial Policy Toward Labour-Intensive Manufacturing

. Prioritize sectors that generate substantial employment and facilitate value addition, such as

agro-processing, textiles, and light manufacturing.

. Align industrial incentives with labour absorption targets rather than GDP growth alone.

2. Strengthen Meso-Level Enterprise Transformation

. Invest in technology adoption, workforce training, and innovation hubs to support SMEs in

scaling production and integrating into value chains.

. Foster industrial clusters that link SMEs, mid-sized firms, and large anchor companies to

enable backward and forward linkages.

3. Enhance Policy Coherence and Institutional Capacity

. Establish cross-ministry coordination platforms for industrial policy design and monitoring.

. Ensure consistent implementation of fiscal incentives, export promotion schemes, and SME

financing programs.

4. Reform Fiscal Architecture to Incentivize Production

. Shift subnational revenue and investment structures to reward productive diversification rather

than rent capture.

. Encourage regional industrial competition to strengthen local manufacturing capacities.

5. Promote Employment-Centric Industrialization

. Introduce mechanisms to link industrial incentives explicitly with employment creation.

. Support skills development programs aligned with industrial sector needs to address labour

market mismatch.

6. Formalize and Upgrade Informal Enterprises

. Facilitate access to finance, technology, and markets for informal firms to increase
productivity and integrate into the formal economy.

. Focus on productivity upgrading rather than punitive regulation.

7. Ensure Stability and Security in Industrial Zones

. Strengthen governance and security in industrial corridors and resource-rich areas to attract

sustained investment.

8. Adopt a Developmental State Approach

. Leverage state capacity for strategic industrial planning, technology facilitation, and

coordinated support for SMEs and meso-level enterprises.

. Balance market liberalization with proactive industrial interventions to ensure structural

transformation is inclusive and sustained.

Collectively, these recommendations emphasize that structural transformation requires the
simultaneous alignment of industrial structure, enterprise-level capacity, and institutional coordination.
Addressing jobless industrial growth in Nigeria is therefore not solely a macroeconomic task; it is a
strategic political economy challenge that must integrate policy, governance, and enterprise
innovation.
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