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utilization fell drastically to about 49.0 percent and declined further to about 36.0 percent 

in the late 1990s and early 2000s. It can be said therefore, that average capacity utilization 

was very high during the period of the implementation of import substitution strategy 

but became relatively low during the period of the adoption of export-oriented strategy. 

During the recapitalization period (2004 – 2018) average capital utilization rose again. 

Figure 3 shows the rate of capital utilization in Nigeria during various reforms phases.

Figure 3: Rate of capital utilization in Nigeria during banking sector reforms 

Source: WDI (2019)

The contribution of manufacturing sector to the overall output of the economy (GDP) has 

not been substantial over time as in Figure 4. It was a little above 7.0 percent in 1970 and 

declined to 5.6 and 5.4 percent in 1975 and 1980 respectively. It rose and reached a peak of 

about 11.0 percent in 1985. However, it fell to about 8.0 percent in 1990 and to about 6.0 

percent in late 1990s and 2000s. Similarly, the contribution of the sector to total export is 

nothing to reckon with. The share of manufacturing in total export which was 7.4 percent 

in 1970, fell to 1.1 per cent in 1975. It has been less than l.0 percent in the l980s and 1990s 

except in 1998 when it was 1.7 percent. This shows that, irrespective of industrialization 

strategies adopted in Nigeria, manufacturing sector did not perform well in terms of its 

contributions to GDP and export (Adewuyi, 2005). 















Table 1: Description and Sources of Variables

Variables   Description     Sources

Gross Manufacturing 

Output (GMO)

 

Gross manufacturing output refers to the total 

-adopted value of output produced by 

time period

 

CBN Statistical Bulletin/CBN 

Annual Report and Statement 

of Accounts (various years).

Bank Credit to 

Manufacturing sector 

(BCM)nominal exchange 

rate, EXR

 

 

This is the total amount of funds which the 

banking -

manufacturing sector for productive activities.

 

CBN Statistical Bulletin, Reports 

of the Manufacturers 

Association of Nigeria (MAN).

Nominal exchange rate

 

(EXR)

 

The exchange rate is the nominal exchange rate 

between the naira and the dollar. This variable 

has become an important policy variable in that 

CBN has been intervening in the foreign 

exchange market (EX)

 

CBN Statistical 

Bulletin/International 

Monetary Fund Financial 

Statistics.

Interest rate spread, IRS

 

The difference between the average yield 

banking srecieves

 

from loans 

and other interest-accruing activities and the 

average rate it pays on deposits and borrowings.

 

CBN Statistical Bulletin and 

CBN Annual Statement of 

Accounts (various years)

Market capitalization 

MCAP

 

The market values. The share price times the 

number of shares outstanding for listed domestic 

companies

 

Reports and Annual Statements 

of the Nigerian Stock Exchange 

(NSE).

Manufacturing capacity 

utilization (MCU)

It measures the proportion of the potential 

output that is actually realized by the 

manufacturing sector. It is calculated as actual 

output divided by potential output, multiplied 

by 100.

Reports and Annual Statements 

of the Manufacturing 

Association of Nigeria

Dummy variable. DUM The policy shifts and regime phases of the 

banking sector reform in Nigeria.

Source: Researcher's Compilation (2020). 

Result Presentation and Analyses

Data Presentation

The results of the correlation matrix are presented in Table 2



      
      Correlation     
Probability

 
LGMO

  
LBCM

  
EXR

  
IRS

  
LMCAP MCU

LGMO

  
1.000000

    

 

-----

     LBCM

  

0.454305

 

1.000000

   

 

0.0000

 

-----

    

     

EXR

  

0.642167

 

0.540076

 

1.000000

  

 

0.0000

 

0.0000

 

-----

   

     

IRS

  

0.659152

 

0.564629

 

0.595073

 

1.000000

 

 

0.0000

 

0.0000

 

0.0000

 

-----

  

     

LMCAP

  

0.345210

 

0.676797

 

0.659251

 

0.497004

 

1.000000

0.0000 0.0000 0.0000 0.0000 -----

MCU -0.260669 -0.118763 0.221410 0.035517 -0.139676 1.000000

0.0002 0.0973 0.0018 0.6212 0.0509 -----



Table 3: Augmented Dickey Fuller (ADF and PP Unit Root Tests Results

Variables   Level      First difference

 
I(d)

 

   
ADF

  
PP

   
ADF

  
PP

LGMO

   
-2.6359

 
-2.7176

  
-14.4079***

 
-14.4021*** I(1)

   

(0.0875)

 

(0.0728)

  

(0.0000)

 

(0.0000)

LBCM 

  

-1.0106

 

-4.0370***

  

-10.0177***

 

-19.4337*** I(0)

   

(0.7494)

 

(0.0091)

  

(0.0000)

 

(0.0000)

EXR

   

0.9818

  

2.0377

   

-4.6489*** -14.4823***

 

I(1)

 

   

(0.9964)

 

(0.9999)

  

(0.0002)

 

(0.0000)

IRS

   

-0.3442

 

-3.8969**

  

-11.6257***

 

-26.0962*** (0)

   

(0.9145)

 

(0.0139)

  

(0.0000)

 

(0.0000)

LMCAP

  

-0.5977

 

-0.5900

  

-15.0900***

 

-15.1922*** I(1)

   

(0.8670)

 

(0.8687)

  

(0.0000)

 

(0.0000)

MCU 

   

-1.5954

 

-1.2866

  

-4.4994***

 

-14.2222*** I(1)

(0.4830) (0.6358) (0.0003) (0.0000)

Critical values:           @level @difference

1% -3.4639 -3.4641

5% -2.8762 -2.8763

10% -2.5747 -2.5747



Reform Phases      I(0) bound  I(1) bound F-

Statistic
 

1.
 
Full Sample (1970 –

 
2018)

   
2.39

  
3.38

 
4.05**

2.

 
Pre –SAP Period (1970 –

 
1985)

  
2.39

  
3.38

 
14.39* *

3.

 

Deregulation period (1986 –

 

1993)

  

2.39

  

3.38

 

1.020

4.

 

Regulation Period (1994 –

 

1998)

  

2.39

  

3.38

 

4.92**

5. Liberalization Period (1999 – 2003) 2.39 3.38 5.56**

6. Recapitalization Period (2004 – 2018) 2.39 3.38 6.16**



Variable 1

(1970 –

2018)

2

(1970 –

1985)

3

(1986 –

1993)

4

(1994 –

1998)

5

(1999 –

2003)

6

(2004 –

2018)

LGMO(-1) 0.998***

(0.006)

[181.3]

0.967***

(0.016)

[60.18]

0.942***

(0.037)

[25.23]

0.971***

(0.071)

[12.32]

-0.004

(0.154)

[-0.023]

0.907***

(0.031)

[29.26]

LBCM 0.113***

 

(0.013)

 

[8.457]

 

0.131***

 

(0.020)

 

[6.691]

 

0.634***

 

(0.028)

 

[22.77]

 

-0.327***

 

(0.012)

 

[-27.23]

 

-0.007

 

(0.008)

 

[-0.929]

 

0.308***

(0.010)

[30.74]

LBCM(-1)

 

-0.116***

 

(0.013)

 

[-8.649]

 

-0.123***

 

(0.020)

 

[-6.557]

 

-0.601***

 

(0.033)

 

[-17.95]

 

0.285***

 

(0.028)

 

[10.090]

 

0.007

 

(0.010)

 

[0.619]

 

-0.280***

(0.014)

[-20.42]

EXR -0.00005

 

(0.00009)

 

[-0.541]

 
5.110

 

(0.609)

 

[8.390]

 
-0.042***

 

(0.002)

 

[-23.31]

 
0.001

 

(0.012)

 

[0.083]

 
-0.001

 

(0.004)

 

[-0.171]

 
0.0003***

(0.0001)

[4.188]

EXR(-1)

  

-5.123

 

(0.609)

 

[-8.425]

 0.040***

 

(0.002)

 

[17.38]

 

 

-0.069***

 

(0.004)

 

[17.0]

 -0.0003***

(0.0001)

[-3.612]

IRS -0.006***

 

(0.003)
 

[-2.050]
 

0.116***

 

(0.027)
 

[4.314]
 

0.008***

 

(0.001)
 

[14.29]
 

0.129***

 

(0.006)
 

[20.505]
 

-0.062***

 

(0.012)
 

[-5.213]
 

0.001

(0.001)

[1.001]

IRS(-1) 0.005 
(0.003) 
[1.605]

 

-0.117*** 
(0.027) 
[-4.288]

 

-0.007***  
(0.001) 
[-12.19]

 

   

LMCAP

 
0.083***

 (0.023)

 [3.593]

 

0.279***

 (0.053)

 [5.207]

 

-0.001

 (0.006)

 [-0.202]

 

0.001

 (0.006)

 [0.101]

 

0.0002

 (0.012)

 [0.020]

 

0.060***

(0.004)

[14.084]

LMCAP(-

1)

-0.078***

 
(0.023)

 

[-3.388]

 

-0.235***

 
(0.055)

 

[-4.252]

 

  

0.0004

 
(0.004)

 

[0.103]

 

-0.054***

(0.005)

[-11.24]

MCU 0.018***

 

(0.002)

 

[8.271]

 

0.051***

 

(0.005)

 

[10.318]

 

0.002***

 

(0.001)

 

[3.268]

 

0.013***

 

(0.001)

 

[19.29]

 

0.007***

 

(0.0001)

 

[50.08]

 

-0.003***

(0.001)

[-2.596]

MCU(-1)

 

-0.018***

 

(0.002)

 

[-8.003]

 

-0.049***

 

(0.005)

 

[-10.035]

 

-0.002**

 

(0.001)

 

[-2.580]

 

-0.012***

 

(0.001)

 

[-8.756]

 

-0.006***

 

(0.001)

 

[-5.775]

 

0.003**

(0.001)

[2.294]

Constant

 

-0.017

 

(0.039)

 

[-0.443]

-0.081

 

(0.310)

 

[-0.261]

0.264

 

(0.164)

 

[1.609]

1.424

 

(0.781)

 

[1.822]

0.885

 

(0.754)

 

[1.540]

0.490***

(0.159)

[3.086]

Adj. R2

F-stat

Durbin 

W.

0.998

24.69***

2.05

0.996

37.06***

2.09

0.997

26.94***

2.05

0.996

51.31***

1.94

0.994

39.68***

2.02

0.993

42.10***

1.95

Table 5: Summary of unrestricted ARDL Estimates











Test-statistic  F-Statistic  Prob.(F-stat)

Value obtained

 
1.493045

 
0.2353

Test-statistic  F-Statistic  Prob.(F-stat)

Value obtained 1.771360 0.1958

Test-statistic  JB Statistic  Prob.

Value obtained 

 
2.620899

 
0.428718



Test-statistic   F-statistic  Prob.

Value obtained 
 

1.287738
 

0.2801

Chow Breakpoint Test: 1986M01 1993M01  1998M01 2003M01

 
Varying regressors: All equation variables

 Equation Sample: 1970M01     2018M12

 

   
   

F-statistic

 

105.3881

  

Prob. F(18,564) 0.0000

Log likelihood ratio 866.2787 Prob. Chi-Square(18) 0.0000

Wald Statistic 1896.986 Prob. Chi-Square(18) 0.0000





(b) Response of gross manufacturing output (GMO) to a unit shock in credit to 

manufacturing sector (BCM)



(c) Response of gross manufacturing output (GMO) to a unit shock in exchange 

rate (EXR)



(d) Response of gross manufacturing output (GMO) to a unit shock in interest rate 

spread (IRS)
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