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EXECUTIVE SUMMARY 
The research in this report aims to contribute to a better understanding of 
urban economic development in the cities and towns in Nigeria. It 
considers: 

ƴ The overall composition of the national, regional and local economies 

in the formal and informal sectors, and the broad emerging spatial 

patterns of agglomeration. 

ƴ Economic performance in the formal or informal manufacturing, or 

service sectors, and the contribution of urban infrastructures to 

productivity enhancement.  

ƴ Economic development policy and the institutional environment at the 

federal, state and local levels, and within national development 

programming. 

Findings and policy implications at this point are provisional in nature. 
They can be summarised as follows: 

ƴ Since the re-ōŀǎƛƴƎ ƻŦ bƛƎŜǊƛŀΩǎ D5t ƛƴ нлмпΣ ƛǘ has become apparent 

that Nigerian industrial structure over the decades has experienced 

substantial re-balancing across sectors, and is thus more diversified as 

a result. About a third of 1990-2010 growth has come from ICT, Oil & 

Gas and Real Estate1, the three most productive sectors of the 

economy. These three sectors, while accounting for almost 35 percent 

of GDP in 2010 and 36 percent of 1990-2010 GDP growth, together 

employed a mere 1.5 percent of formal workers in 2010. This may 

ǇŀǊǘƭȅ ŜȄǇƭŀƛƴ ǿƘȅ bƛƎŜǊƛŀΩǎ ƛƳǇǊŜǎǎƛǾŜ ƎǊƻǿǘƘ ƻǾŜǊ ǘƘŜ ƭŀǎǘ ǘǿƻ 

decades has done little to reverse the trends of rising unemployment 

and poverty. 

ƴ The Manufacturing sector was the second smallest contributor to 

1990-2010 GDP growth, accounting for just 5 percent. The sector has 

declined as a share of total GDP from more than 10 percent in 1990 to 

just 6 percent in 2010, and employed 11 percent of the workforce in 

2010. The majority of Manufacturing output is composed of Food & 

Beverages. Unlike the Services sector and the economy as a whole, the 

Manufacturing sector failed to diversify since 1990. The lacklustre 

performance of this sector over the past two decades also partly 

explains why GDP growth did not translate into a reduction in 

unemployment and poverty. 

ƴ Nonetheless, Manufacturing has emerged as the single largest 

contributor to economic growth in 2013, contributing 22 percent to 

2013 GDP growth. The majority of Manufacturing growth has been in 

                                                           
1 Throughout this report we have used capitalisation of sectors to differentiate when 
referring specifically to the National Accounts Framework definition of the sector from NBS, 
rather than referring to a sector in more general terms. 
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the Food & Beverages subsector, although other subsectors have also 

been growing. It is yet to be seen whether the recent growth in 

Manufacturing can be sustained, and whether it can become a 

significant contributor to employment growth. 

ƴ The informal economy is widespread, a little larger than the formal 

sector in terms of employment, and diverse. While limited case study 

evidence suggests it is often an extension of the formal economy, 

formal-informal linkages are poorly understood. Regions are the 

appropriate scale for analysing such linkages, and would be an 

appropriate extension of intra-regional cluster analysis. Such an 

understanding of the informal economy is an essential precursor to 

appropriate policy measures. 

The spatial economy 

Analysis of the spatial economy demonstrates the existence of strong 

patterns of agglomeration across the country. The distribution of sectors 

across states can be used as an adequate proxy for city-level 

agglomeration: 

ƴ The analysis identified three main zones where economic activity is 

concentrated. The first is in the South West, centred around Lagos and 

the surrounding cities and the corridor to Ibadan. This zone is 

specialised in ICT, Professional & Scientific Services, Financial Services 

and Manufacturing. Urbanisation economies are evident in the high 

number of firms from all sectors located in the zone. The second zone 

is an industrial corridor running from Abuja to Kano in the north of the 

country, and including Kaduna and Jos. Kano is the second largest city 

and historically a manufacturing hub, while Abuja is an emerging 

industrial centre, with very little known about the nature of 

manufacturing in the city. The final zone is in the South East, primarily 

the cities of Port Harcourt, Onitsha and Aba. These latter three cities 

between them account for a significant percentage of manufacturing 

activity in the area.  

ƴ A key finding is the prevalence of manufacturing in the medium-sized 

cities (500,000 to 1 million). This is due primarily to the existence of 

establishments in the cities of Aba, Ilorin, Onitsha, Kaduna and Jos. 

Given the relatively small size of these cities, these may be  

manufacturing firms in the same or inter-related subsectors, driven by 

localisation economies.  

ƴ The analysis thus identifies large agglomerations and major centres of 

industrial concentrations across states and cities, as well as makes a 

start in identifying and analysing clusters of interrelated firms at the 

intra-regional scale. There is need to develop further understanding of 

ǎŜŎǘƻǊŀƭ ŘȅƴŀƳƛŎǎ ƛƴ ǘŜǊƳǎ ƻŦ ŦƛǊƳǎΩ ŀŎǘƛǾƛǘƛŜǎ ǿƛǘƘƛƴ ƎƭƻōŀƭΣ ǊŜƎƛƻƴŀƭ 

and local value chains (including local inter-firm linkages), their final 

markets (local, national, regional or international) and their industrial 

organisation (the role of business associations, unions and systems of 

learning and upgrading). 
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Economic organisation and performance 

ƴ The aspects of the business climate hampering the development of the 

manufacturing sector are well-researched and widely recognised 

(notably the role of infrastructure provision and services), but what is 

less well understood are the institutional weaknesses, within both 

both political and civic/business spheres, that impede addressing these 

obstacles. 

ƴ bƛƎŜǊƛŀΩǎ ǊŜŎŜƴǘ ŜŎƻƴƻƳƛŎ Ǉƻƭicy has favoured the development of 

clusters and use of special economic zones (SEZs) to drive growth in 

several key sectors and their value chains. However, a number of 

factors must come together simultaneously to make a successful SEZ, 

including location, policy, strategy and planning, the legal and 

regulatory framework, customs, administrative capacity, management, 

as well as political will and long-term commitment. To date, political 

economy problems have largely undermined the success of SEZs in 

Nigeria by distorting one or more of these factors. 

Urban economic development  

ƴ Economic development policy interventions are often not guided by 

clear spatial considerations and there is generally little focus on urban 

and local/intra-urban economies, which are at times also not well 

understood or characterised (including the informal sector component 

and formal-informal linkages). While there is ongoing interest in how 

best to promote urban economies, local economic development is not 

a widely-held objective of policy and programming. Nigerian cities and 

towns need an integrated approach to local economic development 

that recognises and responds to the specific needs of its industrial 

clusters (characterised by localisation economies), as well as of the 

broader urban agglomerations within which they are embedded.  

ƴ In the absence of city-level governments, local economic policies and 

programmes often require formulation and implementation through 

state governments. It is therefore crucial that the policy environment 

(and intergovernmental relations) at the national, state and local levels 

are well understood. 

ƴ It is widely recognised that better economic opportunities are required 

to reduce poverty in Nigeria. Research that provides a better 

understanding of the conditions of urban poverty also has implications 

for economic policy and development. The available evidence 

reinforces the argument that urban economic growth is an important 

contributing factor for poverty reduction in Nigeria ς but more and 

better research is needed. 
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INTRODUCTION 
Nigeria has seen remarkable economic growth in recent years, linked to a 
potentially transformative urbanisation process, and based on large-scale 
demographic and social change. The key issue of why high rates of 
economic growth in recent years have not been translated in urban 
settings into real improvements in economic opportunity ς employment 
creation, livelihood provision and poverty reduction ς is, however, as yet 
largely unaddressed, as is the contribution of infrastructural investments 
and improvements to urban productivity.  

Moreover, there is a limited understanding, at overall or sectoral level, of 
ǘƘŜ ŎƻǳƴǘǊȅΩǎ ŎǳǊǊŜƴǘ ŜŎƻƴƻƳƛŎ ƎŜƻƎǊŀǇƘȅ όŀƴŘ ǎǇŜŎƛŦƛŎŀƭƭȅ ƛƴŘǳǎǘǊƛŀƭ 
location), and of sector-level organisation and performance (formal or 
informalΣ ǿƘŜǘƘŜǊ ƳŀƴǳŦŀŎǘǳǊƛƴƎ ƻǊ ǎŜǊǾƛŎŜύ ƛƴ bƛƎŜǊƛŀΩǎ 
urban/metropolitan regions, cities or towns.  

The research in this report aims to contribute to better knowledge about 
the urban economic growth and performance of cities and towns in Nigeria 
and considers: 

ƴ The overall composition of the national, regional and local economies 

in the formal and informal sectors, and the broad emerging spatial 

patterns of agglomeration. 

ƴ Economic performance in the formal and informal manufacturing and 

service sectors, and the contribution of urban infrastructures to 

productivity enhancement.  

ƴ The economic development policy and the institutional environment at 

the federal, state and local levels, and within national development 

policy and programming. 

The methodological approach to the research involved both primary and 
secondary data analysis.  

Box 1 on the next page gives a detailed description of the methods used 
for the analysis of the industrial composition of bƛƎŜǊƛŀΩǎ spatial economy, 
with focus on leading metropolitan regions. 

The analysis is subject to data gaps and limitations. Important caveats are 
incorporated in the discussion and should be taken into account. 

The report serves as a detailed ΨbaselineΩ report for the urban economic 
growth theme of the Urbanisation Research Nigeria (URN) programme ς 
and as a foundation for the later, targeted and more detailed research in 
the years to 2017.  

The report is designed to be read and discussed by academic and policy 
making constituencies alike. Research findings will be presented to 
relevant Nigerian stakeholders and policy makers to create a platform for 
exchange, to obtain critical feedback to inform the research process, and 
ensure that the outputs are policy relevant. 
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Box 1: Analysis of spatial data for industry  

Spatial data on industry in Nigeria is available at the state level from the 
National Bureau of Statistics (NBS). To corroborate the NBS findings, 
bottom-up cluster analysis was also conducted by analysing the location of 
firms in the Nigerian Association of Chambers of Commerce of Commerce, 
Industry, Mines and Agriculture (NACCIMA) business directory. 

The spatial scale of analysis encompasses each sǘŀǘŜΩǎ ƳŜǘǊƻǇƻƭƛǘŀƴ ǊŜƎƛƻƴ 
as well as numerous smaller cities, towns and villages, and swathes of rural 
areas. With the exception of Agriculture and Mining & Quarrying, the 
distribution of sectors across states (in the absence of city or metropolitan-
level data) must serve as a proxy for the distribution of industries across 
cities. This is feasible given the fact that each state typically has just one 
large metropolitan region. In order to use state data as a proxy for the 
industrial composition of the leading metropolitan regions, employment 
data is analysed as follows: 

ƴ Each sector is analysed by its employment size, that is total 

employment for the sector and its corresponding share of national 

sector employment ς a measure of sǘŀǘŜǎΩ ŀōǎƻƭǳǘŜ ǎǇŜcialisation in 

broad sectors and subsectors. 

ƴ Each state industry is also analysed by its share of state employment 

and its Location Quotient (LQ)2 ς a measure of sǘŀǘŜǎΩ ǊŜƭŀǘƛǾŜ 

specialisation in broad sectors and subsectors. 

The two levels of analysis, absolute and relative specialisation, capture two 
important and different aspects of a regional economy. The sheer size of 
an agglomeration reflects advantages from scale. These advantages are 
the positive agglomeration economies that emerge from the degree of 
matching (firms find workers and people find jobs with greater ease), 
sharing (input-output linkages and sharing the costs of infrastructure) and 
learning (from the interacting of people in related fields) that accrue when 
a large number of workers and firms are spatially concentrated.3 

The second level of analysis, relative specialisation, is the degree of sector 
employment in a region versus its overall share of national employment. 
Note that while in many cases the employment size and LQ of a sector will 
both be comparable, they may also be very different. A relatively small 
region can have a relatively small sector whose share of regional 
employment is high. Such high levels of relative specialisation might not 
have the same extent of agglomeration economies as a much larger 
ƛƴŘǳǎǘǊƛŀƭ ŀƎƎƭƻƳŜǊŀǘƛƻƴΣ ōǳǘ ǎǳŎƘ ǊŜƎƛƻƴǎΩ ƘƛƎƘ ƭŜǾŜƭǎ ƻŦ relative 
specialisation could indicate the seeds of growth in that sector. 

                                                           
2 A location quotient is the industry share of state employment divided by the National 
industry employment share of total national employment. For example, an LQ=2 means 
that there is twice the ǇǊƻǇƻǊǘƛƻƴ ƻŦ ǘƘŀǘ ǎŜŎǘƻǊΩǎ ŜƳǇƭƻȅŜŜǎ ƛƴ ǘƘŜ {ǘŀǘŜ ǘƘŀƴ ǘƘŜ bŀǘƛƻƴŀƭ 
economy. Absolute and relative specialisation measures are calculated excluding 
employment in Agriculture and Mining & Quarrying. 
3 A good proxy for the spatial boundary of what constitutes a spatial agglomeration is 
whether workers can get to work anywhere in the region and back home in the same day, 
and whether firms can interact in one day without having to catch a plane. 
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bLD9wL!Ω{ 9/hbha¸ 
TODAY 
The section provides an overview of the key trends emerging within the 
Nigerian economy which underpin the main analyses of the report. 

KEY MACROECONOMIC TRENDS 

Nigeria recently became the largest economy in Africa, overtaking South 
Africa, which has ǊƻǳƎƘƭȅ ŀ ǘƘƛǊŘ ƻŦ bƛƎŜǊƛŀΩǎ ŜǎǘƛƳŀǘŜŘ мтл Ƴƛƭƭƛƻƴ ǇŜƻǇƭŜ 
and a far slower economic growth rate. ¢ƘŜ ŎƻǳƴǘǊȅΩǎ ŜŎƻƴƻƳƛŎ ƻǳǘǇǳǘ ƛǎ 
outpacing population growth. GDP increased from $31 billion in 1990 to 
$522 billion in 2013 (averaging an annual growth rate of 5.9 percent), 
whilst the population increased from 96 million to 170 million during the 
same period (averaging an annual growth rate of 2.6 percent) (World Bank, 
2014a). 

Figure 1 Rebased GDP and GDP growth rates, Nigeria, 1990-2013 

 
Source: World Development Indicators, Online Database, 2014. The CC license does 
not apply to this figure. 

GDP per capita has increased from just $321 in 1990 to $3,010 in 2013, the 
second highest in the Economic Community of West African States 
(ECOWAS) region after Cape Verde ς and almost three times more than 
the average for the region of $1,115. Nigeria in fact accounts for 77 
percent of the total GDP of ECOWAS.  

It also accounts for 53 percent of the total population and 59 percent of 
the urban population. Just over half όрм ǇŜǊŎŜƴǘύ ƻŦ ǘƘŜ ŎƻǳƴǘǊȅΩǎ 
population now live in urban settlements, a similar percentage as Ghana 
ŀƴŘ /ƻǘŜ ŘΩLǾƻƛǊŜΣ ǘƘŜ ǘǿƻ ƴŜȄǘ ƭŀǊƎŜǎǘ ŜŎƻƴƻƳƛŜǎ ƛƴ ǘƘŜ ǊŜƎƛƻƴΣ ŀƴŘ ƘƛƎƘŜǊ 
than the regional average of 44 percent. 

Nigeria has become increasingly integrated into the regional and global 
economy in recent years, as evidenced by increasing levels of foreign 
direct investment (FDI) inflows and trade. FDI inflows have increased more 
than fivefold from $1 billion in 1990 to $5,6 billion in 2013, averaging over 
$7,2 billion over the last five years with a peak of $8,9 billion in 2011 
(UNCTAD, 2014). 
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Although the oil and gas industry still accounts for the bulk of these 
inflows, a noticeable shift has begun over the past decade. From 2009 to 
2013, the services sector received an estimated 51 percent of FDI inflows, 
up from 12 percent between 2004 and 2008 (Leke et al., 2014). Nigeria is 
the top destination for investment in Africa and accounted for 43 percent 
of all FDI inflows to ECOWAS in 2013.  

The total value of trade has also increased eightfold since 1990 to $170 
billion in 2013, although it has decreased as a percentage of GDP trade in 
recent years, from a peak of 82 percent in 2001 to just over 36 percent in 
2013 (UNCTAD, 2014). 

Despite the remarkable economic growth in recent years poverty remains 
prevalent in much of the country. The absolute number of Nigerians living 
in poverty has not decreased and remains at 58 million. The per capita 
national poverty rate based on the official poverty line has been reduced 
but more than half of the population is still considered vulnerable to 
economic shocks and other crises, such as unemployment, illness, natural 
disasters, or conflict (World Bank, 2014a). Inequality, as measured by the 
Gini index,4 has also increased and is the highest in the West Africa region.  

Recent poverty data from the NBS and the World Bank show some 
progress in poverty reduction in all southern geo-political regions (South 
West, South East, and South South) and the North Central geo-political 
zone. The North West has witnessed little change, while the North East is 
experiencing an increase in the poverty rate. Urban areas in particular 
appear to have experienced measurable progress in poverty reduction 
(World Bank, 2014a). 

Figure 2 A map of Nigeria showing geo-political zones, states and their 
capitals 

 
Source: Own elaboration. 

                                                           
4 The Gini index is a measure of the inequality of income or consumption expenditure 
among individuals or households within an economy. 
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However, this is not to say that poverty is not a real problem in urban 
Nigeria. Evidence from other developing countries shows that the 
proportion of the urban population Ψliving in povertyΩ is usually much 
higher than the proportion defined as poor in official statistics based on 
poverty lines (Satterthwaite, 2014). Measurements do not take into 
account other costs, such as housing and other basic services, such as 
electricity and water, transport, health and education, which are all 
particularly high in urban areas. 

Due to rapid population growth, Nigeria needs to experience a strong 
reduction in the poverty rate in order to reduce the absolute number of 
poor people. Poverty trends also suggest that the increase in inequality 
could have offset the poverty-reducing benefits from economic growth in 
recent years (World Bank, 2014a). 

NBS data shows unemployment rising from 8.2 percent in 1999 to 21.4 
percent in 2010, as illustrated in Figure 3 below. The gender disaggregation 
of unemployment rates in 2010 show that unemployment is higher for 
women (24.9 percent) that for men (17.7 percent). 

While the unemployment rate in Nigeria according to the International 
Labour Organization (ILO) definition is likely lower compared to the official 
unemployment estimate,5 the extent of the problem is real, although it 
might best be interpreted as underemployment, particularly for those 
working in the informal sector, filling in various low productivity and low 
paying occupations (World Bank, 2014a). 

Figure 3 Unemployment in Nigeria, 1999-2010  

 
Source: !ǳǘƘƻǊΩǎ ŎŀƭŎǳƭŀǘƛƻƴǎ ǳǎƛƴƎ NBS data. The CC license does not apply to this 
figure. 

Unemployment rates are uneven across States. The three States with the 
highest unemployment rate in 2010 were Bauchi (31 percent), Yobe (31 
percent) and Bayelsa (30 percent), and the three States with the lowest 
unemployment rates were Kwara (10 percent), Plateau (11 percent) and 
Nassarawa (12 percent). The variance in State unemployment increased 
from 2 percent in 1999 to 3.3 percent in 2010. The State unemployment 
rankings have also changed significantly over the decade, as illustrated in 
Figure 4 below. 

                                                           
5 The official definition of employment in Nigeria which is working for 40 hours or more in a 
week is unusual. The ILO defines employment as working for any amount of time in the 
course of a week. 
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Figure 4 Unemployment rates by State, 1999-2010 

 
Source: !ǳǘƘƻǊΩǎ ŎŀƭŎǳƭŀǘƛƻƴǎ ǳǎƛƴƎ bŀǘƛƻƴŀƭ .ǳǊŜŀǳ ƻŦ {ǘŀǘƛǎǘƛŎǎ όb.{ύ ŀƴŘ Labour 
Force Survey (LFS) data. The CC license does not apply to this figure. 

NATIONAL INDUSTRIAL COMPOSITION AND 
PRODUCTIVITY  

Since the re-ōŀǎƛƴƎ ƻŦ bƛƎŜǊƛŀΩǎ D5t ƛƴ нлмп, it has become apparent that 
the Nigerian industrial structure over the decades has experienced 
substantial re-balancing across sectors of its economy, and is thus more 
diversified as a result.6 All industrial sectors have shown tremendous 
growth and new sectors such as ICT, Real Estate and Professional, Scientific 
& Technical Services7 have emerged since 1990 (Annex 1 provides the 
official NBS definitions of sectors).  

                                                           
6 National composition of GDP by sector for 1990 and 2010 was extracted from the 2013 
Statistical Bulletin provided by the NBS. For real inflation-adjusted analysis, the 2010 GDP 
figures were deflated to 1990 prices as per the historical Consumer Price Index figures 
provided within the World Bank Development Indicators online database. 

National and State employment by sector for 2010, as well as data on State-level informal 
employment, were extracted from the 2010 National Manpower Stock and Employment 
Generation Survey provided by the NBS. 

The industrial categorisation of National employment data was aggregated to match the 
GDP industrial categories for a direct comparison of output and employment by sector, and 
consequently labour productivity. Details of the aggregation process are available upon 
request. 
7 Throughout this report we have used capitalisation of sectors to differentiate when 
referring specifically to the NBS definition of the sector, and hence using NBS data, rather 
than referring to a sector in general terms.  
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Figure 5 shows the change in the share of GDP in each of the sectors of the 
economy from 1990 to 2010. 

Figure 5 Share of GDP by sector, 1990 and 2010 

  
Source: NBS data, constructed by authors. The 2010 figures are de-based and 
deflated to 1990 prices. The CC license does not apply to this figure. 

The ICT sector has emerged in recent years as a key component of the 
Nigerian economy, from a negligible share of GDP in 1990 to 11 percent in 
2010. Just over 80 percent of ICT output and 75 percent of ICT 
employment are accounted for by the Telecoms & Information Services 
subsector, while the ΨNollywoodΩ Motion Picture & Television Production 
complex accounts for 8 percent of ICT output and 12 percent of ICT 
employment. ICT employs a mere 1 percent of total national employment, 
but it is highly productive.  

The Real Estate sector is another highly productive sector and key 
contributor to growth since 1990, but also contributes little in terms of 
national employment.  

The Mining & Quarrying sector is composed of the Oil & Gas and Solid 
Minerals subsectors. The most productive of these, and by far the most 
productive subsector of the Nigerian economy, is Oil & Gas, which 
contributes over 99 percent of Mining & Quarrying output and 15 percent 
of total GDP. The Solid Minerals subsector, despite contributing less than 1 
percent of Mining & Quarrying output, employs the majority of workers in 
the sector (85 percent). Productivity in Solid Minerals was $2,768 in 2010, 
compared to $2.57 million in Oil & Gas.  

About a third of 1990-2010 growth has come from ICT, Oil & Gas (Mining & 
Quarrying) and Real Estate, the three most productive sectors of the 
economy, as shown in Figure 6 below. 

Agriculture contributed 20 percent of GDP growth over the past two 
decades, followed by Services (18 percent) and Wholesale & Retail (17 
percent). The ailing Manufacturing sector, however, was the second 
smallest contributor to 1990-2010 GDP growth, accounting for just 5 
percent of GDP growth over the period. 
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Figure 6 Contribution to Real GDP Growth 1990-2010.

 
Source: AǳǘƘƻǊǎΩ ŎŀƭŎǳƭŀǘƛƻƴǎ ǳǎƛƴƎ b.{ Řŀǘŀ. The CC license does not apply to this 
figure. 

Table 1 below ranks sectors by productivity in 2010. These three sectors, 
while accounting for almost 35 percent of GDP in 2010 and 36 percent of 
1990-2010 GDP growth, together employed a mere 1.5 percent of formal 
ǿƻǊƪŜǊǎ ƛƴ нлмлΦ ¢Ƙƛǎ Ƴŀȅ ǇŀǊǘƭȅ ŜȄǇƭŀƛƴ ǿƘȅ bƛƎŜǊƛŀΩǎ ƛƳǇǊŜǎǎƛǾŜ ƎǊƻǿǘƘ 
over the last two decades has done little to reverse the trends of rising 
unemployment and poverty. 

Table 1 Productivity by broad sectors, 2010 

 Employees  Output ($'Bln) Productivity 

Real Estate 68,697 27.46 399,799 

Mining & Quarrying (incl 
Oil & Gas) 

146,485 56.25 384,007 

ICT 469,513 39.66 84,471 

Construction 1,142,569 10.45 9,148 

Agriculture 14,737,693 86.42 5,864 

Whol. & Retail Trade 11,363,603 59.28 5,217 

Manufacturing 5,335,898 23.81 4,462 

Services 15,234,466 57.00 3,761 

TOTAL 48,498,924 360.64 7,436 

Source: AǳǘƘƻǊǎΩ ŎŀƭŎǳƭŀǘƛƻƴǎ ǳǎƛƴƎ b.{ ŘŀǘŀΦ The CC license does not apply to this 
table. 

Overall, the majority of employment is concentrated in the low 
productivity sectors of Agriculture, Services and Wholesale and Retail 
Trade, which account for 85 percent of all formal employment. Figure 7 
below shows the share of employment and output in 2010 by sector. 
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Figure 7 Share of GDP and employment by sector, 2010 

 
Source: NBS data, constructed by authors. The 2010 figures are de-based and 
deflated to 1990 prices. The CC license does not apply to this figure. 

The Agriculture sector is the largest employer in the country, employing 30 
percent of formal workers and contributing 24 percent to total GDP in 
2010. The vast majority (90 percent) of agricultural output is in Crop 
Production, which also accounts for two-thirds of agricultural employment. 
Crop Production was also the most productive subsector, with an average 
employee productivity of $7,933 compared to $5,864 for the sector as 
whole. The other significant subsector, Livestock, contributed just 7 
percent of output, but employed 28 percent of workers making it the least 
productive subsector ($1,526). 

The Manufacturing sector has declined as a share of total GDP from more 
than 10 percent in 1990 to just 6 percent in 2010, employing 11 percent of 
the workforce in 2010. The majority of  Manufacturing output is composed 
of Food, Beverage & Tobacco (64 percent), and Textile, Apparel & 
Footwear (10 percent). These two subsectors account for 74 percent of all 
manufacturing employment. 

Figure 8 Manufacturing map of absolute and relative specialisation 

 
Source: AǳǘƘƻǊǎΩ ŎŀƭŎǳƭŀǘƛƻƴǎ ǳǎƛƴƎ b.{ ŘŀǘŀΦ The CC license does not apply to this 
figure. 
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While both are relatively low productivity subsectors, the Food, Beverage 
& Tobacco subsector is more productive than seven other Manufacturing 
subsectors, at $6,584, as illustated in Table 2 which ranks manufacturing 
subsectors by productivity. Textile, Apparel & Footwear, however, is a very 
low productivity subsector at $1,448 of output per worker per year. We do 
not need wage data to infer very low wages for workers in this sector. The 
top four most productive subsectors, Oil Refining, Non-metallic Products, 
Pulp, Paper & Paper Products and Plastic & Rubber Products account for 
10 percent of manufacturing output, but just 1.4 percent of Manufacturing 
employment. 

Table 2 Productivity by Manufacturing subsectors, 2010 

 Employees  Output ($'Bln) Productivity 

Oil Refining 12,532 1.70 135,467 

Non-Metallic Products 23,271 0.40 17,025 

Pulp, Paper & Paper  
Products 

11,478 0.16 14,118 

Plastic & Rubber 
products 

26,677 0.23 8,445 

Food, Beverage & 
Tobacco 

2,322,863 15.29 6,584 

Chemical & 
Pharmaceutical 
Products  

42,771 0.17 3,915 

Motor vehicles &  
assembly 

38,686 0.15 3,765 

Wood & Wood Products 247,200 0.82 3,321 

Textile, Apparel & 
Footwear 

1,620,004 2.35 1,448 

Basic metal , Iron & 
Steel 

214,283 0.30 1,381 

Other Manufacturing 759,028 0.77 1,018 

Electrical & Electronics 17,105 0.02 975 

Cement N/A 1.47 N/A 

TOTAL 5,335,898 23.81  

Source: AǳǘƘƻǊǎΩ ŎŀƭŎǳƭŀǘƛƻƴǎ ǳǎƛƴƎ b.{ ŘŀǘŀΦ The CC license does not apply to this 
table. 

Unlike the Services sector and the economy as a whole, the Manufacturing 
sector failed to diversify across subsectors since 1990. The lackluster 
performance of this sector over the past two decades also partly explains 
why GDP growth did not translate into a reduction in unemployment and 
poverty. 
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The majority of workers in the broad Services sector work in Other Services 
(32 percent) and Accommodation & Food Services (18 percent). These 
subsectors, however, contributed just 11 percent and 3 percent of Services 
output, and are the two least productive subsectors.  

At the other end of the spectrum, Finance & Insurance accounts for 1 
percent of employment and 14 percent of Services output, with a 
productivity of over $45,000, while Professional, Scientific & Technical 
Services account for 5 percent of employment and 20 percent of Services 
output, with a productivity of over $15,000. Thus, the majority of Services 
employment is concentrated in the lower productivity of the Services 
sector (Figure 9).  

Figure 9 Services subsectors share of Employment & GDP, 2010 

 
Source: AǳǘƘƻǊǎΩ ŎŀƭŎǳƭŀǘƛƻƴǎ ǳǎƛƴƎ b.{ ŘŀǘŀΦ The CC license does not apply to this 
figure. 

Dispite its lackluster performance over the past several decades, 
Manufacturing has emerged as the single largest contributor to economic 
growth in 2013. The Manufacturing sector contributed 22 percent to 2013 
GDP growth. Non-oil growth accelerated to an estimated 8.4 percent in 
2013, while the strong decline in Oil & Gas (-13.1 percent) brought down 
the overall growth rate for the year.  

The majority of the Manufacturing growth has been in the Food & 
Beverages subsector, although other subsectors have also been growing. 
Plastic & Rubber Products had annual growth rates over 30 percent in the 
period 2011-13 and the Cement subsector experienced a 39 percent 
growth in 2013 only (World Bank, 2014a). It is yet to be seen whether the 
recent growth in Manufacturing can be sustained, and whether it can 
become a significant contributor to employment growth. 

ICT growth has slowed considerably since 2010 and contributed just 5 
percent of total non-oil GDP growth in 2013. While growth of this sector 
might be slowing due to mobile phone saturation, it is yet to be seen 
whether a new growth phase driven by a rise in broadband penetration is 
about to drive a new wave of growth. 
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The informal sector 

A picture of the economy is incomplete without a thorough understanding 
of the informal sector. The term informal sector is an illusive one, due to 
its complexity and the various ways in which it can be understood and 
cetegorised. The NBS use an approach consistent with that of the ILO. It 
defines the informal economy as άǘƘŀǘ ǿƘƛŎƘ operates without binding 
official regulations (but it may or may not regulate itself internally) as well 
as one that operates under official regulations that do not compel rendition 
of official returns on its operations or production process (NBS, 2010:51).έ 

According to NBS data, there is approximately one informal worker for 
every formal sector worker:8 54.6 million informal workers versus 48.5 
million formal sector workers. In other words, informal workers make up 
53 percent of the active labour force.9 

Workers in the informal sector are categorized into seven categories. The 
majority, 62 percent, are categorised as proprietors and/or partners. A 
staggering 17 percent are unpaid workers, followed by 9 percent 
Apprentices and 9 percent Hired labour & Casual Workers Operatives, as 
illustrated in figure 10 below. 

Figure 10 Share of informal workers by categories of worker

 
Source: NBS data. The CC license does not apply to this figure. 

Greater insight into the industrial composition of the informal sector is 
gauged from NBS data on informal sector owners of micro-enterprises, 
defined by the NBS as informal sector enterprises. There are a total of 13.6 
million individual informal sector business owners in Nigeria, of which 55.4 
percent are female.  

                                                           
8 It is not clear whether a worker could be categorised as formal and informal 
based on survey data. We proceed with our analysis under the assumption that 
workers are categorised either as formal or informal workers, although in reality 
we expect many formal workers to also be active workers in the informal sector.  
9 Formal and informal employment data was obtained from the Household and 
Informal Sector surveys conducted by the NBS as part of their National Integrated 
survey of Households (NISH). 
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Over 40 percent are categorised as Wholesale & Retail and Repair of 
Motor Vehicles & MOT, by far the largest category of informal businesses. 
Unlike the formal economy, Manufacturing is the second largest informal 
sector, accounting for 17 percent of informal sector micro-enterprises, 
followed by Other Social Activities (11 percent), and Accommodation & 
Food Services (10 percent). These four sectors comprise almost 80 percent 
of informal micro-enterprises. Agriculture, Forestry & Fishing accounts for 
7 percent, followed by Transportation & Storage (5 percent) and 
Construction (2.3 percent) (see Figure 11). 

Figure 11 Industrial composition of the informal sector 

 
Source: NBS data. The CC license does not apply to this figure. 

The above data shows the informal economy to be composed of a diverse 
range of sectoral activities. We know from the literature that informal 
sector activities are often interlinked with formal sector firms (Chen, 
2007). The informal sector is linked to the formal sector through 
production, services, logistics and trade, in both forward and backward 
linkages (Arimah, 2001). The exact nature of this interaction however is 
poorly understood, and requires further research. 
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THE SPATIAL ECONOMY  
In this chapter we shift our analysis from the national level to the regional 
level. As will become apparent, regional economies differ markedly across 
the States and cities, in terms of per capita incomes, literacy rates, 
infrastructure provision and the composition of industrial structures. We 
begin by placing the spatial economy in historical context. 

DEVELOPMENT OF THE NIGERIAN SPATIAL 
ECONOMY: HISTORICAL CONTEXT 

The present-day Nigerian spatial economy can trace its origins to the 
colonial period and the economic system that developed under colonial 
ǊǳƭŜΦ ¦ƴŘƻǳōǘŜŘƭȅΣ ƘƛǎǘƻǊȅ Ƙŀǎ ǎƘŀǇŜŘ bƛƎŜǊƛŀΩǎ ǇǊŜǎŜƴǘ Řŀȅ ǎǇŀǘƛŀƭ 
industrial structure as it developed. Such spatial-economic dynamics go on 
to have an impact on cities at regional level. 

As Mabogunje (1965) describes, prior to the penetration of European 
powers in the second half of the 19th and the early 20th centuries, a 
complex system of trade and urban economies existed in Nigeria. This 
system of towns and cities had been developing since the early mediaeval 
period (circa 7th Century) and was particularly evident in the north of the 
country.  

The Hausa States and the Kanem Empire, centred on Borno, were part of a 
trade network stretching across the Sudan region northwards to the ports 
of North Africa and on to Europe. The principle products of the region 
included gold, slaves, ivory, Kola nuts and textiles. Specialised urban 
centres of trading developed as a consequence of this trade, including 
Katsina, Kano and Zaria, with Kano the commercial metropolis of the 
region with a population of between 30,000 and 60,000 and a thriving 
textiles industry.  

Urban settlements also developed in the south-western Yoruba part of the 
country at around the same time. These towns developed originally as a 
result of Yoruba colonisation, rather as a consequence of long distance 
trade, but soon became trading centres themselves (Mabogunje, 1965).  

This trade had a local dimension involving the exchange of agricultural for 
craft products, as well as an inter-regional element of trade with the 
kingdoms further north. The most important urban settlements at the time 
included Lagos, Oyo and Ibadan. With the arrival of European explorers 
from the late 15th Century onwards, the flow of trade began to orient 
towards the coast increasing the importance of the Niger and other rivers 
as a means of transporting slaves and commodities from the heart of the 
territory. Consequently, new settlements developed in the Niger Delta, 
including Calabar and Bonny.  

Under British colonial rule from 1885 to 1960 the spatial economy 
developed in response to several factors. The first factor was the 
construction of the railways across the country. The western line between 
Lagos and Kano was constructed by 1912 and an eastern line from Port 
Harcourt to Jos, which joined up with the western line in Kaduna, was 
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constructed by 1927. This substantially reduced transport times and costs 
from the north of the country to the coast. For example, the journey time 
from the tin mines in Jos to the coast decreased from 35 days to less than 
35 hours, while costs reduced by three quarters (Mabogunje, 1965). The 
result was a huge increase in the production of agricultural and mineral 
commodities for export in the north of the country, with the direction of 
trade now channeled almost exclusively towards the ports of Lagos and 
Port Harcourt, which became the most important nodes in the transport 
network (Mabogunje, 1965).  

Pre-colonial towns connected to the rail network (e.g. Kano and Ibadan) 
grew rapidly, while new urban centres emerged, including, Kaduna and 
Enugu. On the other hand, traditionally important towns that were by-
passed by the railways, such as Oyo, Ile-Ife and Benin City, declined in 
importance (Aka, 1994).  

Another important factor was the integration of Nigeria into the larger 
spatial economy of the British Empire. Nigeria, along with other colonies in 
West Africa, were part of the periphery of this spatial economy, with 
Britain as the metropolitan core. In this system, the country became 
primarily a market for British manufactured goods and a supplier of raw 
ƳŀǘŜǊƛŀƭǎ ŦƻǊ .ǊƛǘƛǎƘ ŦŀŎǘƻǊƛŜǎΦ /ƻƴǎŜǉǳŜƴǘƭȅΣ bƛƎŜǊƛŀΩǎ ǳǊōŀƴ centres did 
not develop as industrial centres because of the steady supply of 
manufactured goods from mainland Britain, while pre-existing local crafts 
and industries were undermined by the flood of cheap imports.  

The final major factor from the colonial period that influenced the 
development of the spatial economy was education. Under colonial rule, 
schools were mostly established in the south of the country, particularly in 
the south west around Lagos. Consequently, the north lagged behind the 
south in terms of the number of schools, literacy rate and general human 
capital development (Aka, 1994) ς a pattern that exists to the present day.  

Following independence in 1960, Nigeria pursued a policy of import 
substitution industrialisation, outlined under the first National 
Development Plan for the period 1962-68. The plan period witnessed 
significant investments in infrastructure to support the nascent industrial 
sector. These included the Kanji dam in Niger state, the Ughelli thermal 
plants in Delta state and the oil refinery in Port Harcourt (Chete et al., 
2014). 

After the end of the civil war in 1970, Nigeria embraced its status as an oil 
producing country. As the economy benefited from enormous foreign 
exchange inflows, the government established ambitious and costly 
industrial projects, firstly in subsectors such as iron, steel, cement, salt, 
sugar, fertilisŜǊΣ ǇǳƭǇ ŀƴŘ ǇŀǇŜǊΦ ¢ƘŜ ǎƘŀƭƭƻǿ ƴŀǘǳǊŜ ƻŦ bƛƎŜǊƛŀΩǎ 
technological capacity, the impact of corruption on decision-making, as 
well as flawed policies on spatial development, however, prevented the 
economy from moving beyond the elementary phases of these projects 
and many were subsequently abandoned. Later, during the height of the 
oil boom in the 1970s, private firms opted for investments in low 
technology consumer industries, which were dependent on imported 
machinery and raw materials (Chete et al., 2014). 

Throughout the post-independence period, manufacturing was 
concentrated primarily in four areas of the country (Iloeje, 1981): 
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ƴ The western industrial axis: Lagos; Ibadan; Abeokuta; Epe; Ilorin; and 

Ewekoro 

ƴ The south-east industrial zone: Onitsha; Port Harcourt; Oji River; Enugu; 

Aba; Umuahia; and Calabar 

ƴ The north-central industrial zone: Kano; Kaduna; Jos; and Zaria 

ƴ The mid-west industrial zone: Benin City; Sapele; and Warri. 

Although the areas above are described as industrial zones, they did not 
constitute continuous regions of intensive industrial activity; rather the 
vast majority (over 90 percent) of manufacturing establishments were 
concentrated in urban settlements found in these areas (Iloeje, 1981). 

According to data in Aka (1994), in 1970, Lagos, Kaduna, Kano, Ibadan and 
Jos between them accounted for 87 percent of total industrial output, 60 
percent of establishments and 77 percent of industrial employment, with 
Lagos itself contributing 58 percent of this output.  

By the early 1980s, it was apparent that the grand industrial projects 
pursued under the import substitution industrialisation strategy had failed 
to translate into meaningful ŘŜǾŜƭƻǇƳŜƴǘ ƻŦ ǘƘŜ ŎƻǳƴǘǊȅΩǎ ƛƴŘǳǎǘǊƛŀƭ 
sector. ManufacturingΩǎ share of GDP was just 5.6 percent in 1981. The 
global recession, and subsequent drop in oil prices, left the economy facing 
a balance of payments crisis and dwindling foreign exchange earnings 
undermined a manufacturing sector reliant on imported raw materials and 
machinery (Chete et al., 2014).  

A Structural Adjustment Programme was adopted in 1986, marking the 
end of import substitution industrialisation and the beginning of economic 
liberalisation and the development of the spatial economy to its current 
state, which is described in detail below. 

REGIONAL DISPARITIES: INCOME, POVERTY, 
INEQUALITY AND LITERACY  

With the exception of the Federal Capital Territory (Abuja), overall GDP is 
largely concentrated in the states representing the former Southern 
Nigeria Protectorate, while GDP per capita is noticeably lower in the states 
of the former Northern Nigeria Protectorate. The average GDP per capita 
of the northern states is just $1,153, compared to $2,432 for the southern 
states and $5,612 for the Federal Capital Territory (see Figure 12). 
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Figure 12 GDP and GDP per capita by state, Nigeria, 2010 

 

Source: NBS data, constructed by authors. The CC license does not apply to this 
figure. 

The regional disparity in output is reflected in other socio-economic 
indicators, including state-level poverty and literacy rates. The absolute 
per capita poverty headcount was 62.6 percent in 2010, down from 64.2 
percent in 2004. Poverty was more prevalent in rural areas (69.0 percent) 
than in urban areas (51.2 percent) and in the north of the country than the 
south. In 2010, Osun State had the lowest poverty rate (37.5) and Jigawa 
the highest (88.5).  

Figure 13 below shows the poverty rate in Nigerian states in 2004 and 
2010. Significant progress has been made to reduce poverty in some 
states, while others have seen poverty increase: poverty in Lagos reduced 
from 69.4 percent in 2004 to 40.3 percent in 2010, while in Ebonyi it 
increased from 63.2 to 82.9. There is no clear pattern to this variation in 
poverty reduction, implying that reductions may be due to conditions in 
the individual states, rather than to nationwide factors.  

Figure 13 Poverty headcount by state, Nigeria, 2004 (left) and 2010 

(right) 

 

Source: NBS Revised Absolute Poverty Report, 2010, constructed by authors. The 
CC license does not apply to this figure. 

Figure 14 shows the adult literacy rate by state in 2010, illustrating a clear 
north-south divide in educational attainment. The lower skills of workers in 
the north reduces productivity and deters investors, as well as posing a risk 
to social stability.  












































































































