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Abstract

This study examined the determinants of informal non-oil exporting behaviour in
selected border markets in Nigeria. It was rooted and guided by pragmatic
research philosophy and used mixed method in data collection. The population of
the study was all informal non-oil exporters in the nation’s selected border
markets while a sample size of 384 was determined using unknown population.
Informal non-oil export opinion leaders were interviewed and analyzed using
mean and standard deviation. Pearson correlation was used to test for
discriminant validity with a highest correlation of .501, while factor analysis test of
not less than .4 communalities show that no item of the variables need to be
eliminated or removed. A one-way between-groups multivariate analysis of
variance was performed to investigate education differences in informal non-oil
exporting behaviour. Four independent variables were used: satisfaction of basic
needs, regulation of formal export, activities of government officials and desire to
own a business. The dependent variable was the informal non-oil exporting
behavior. There was no statistically significant difference between the
independent variables, F(6, 98) = 1.32, sig. = .166; Wilk’'s Lambda = .92; partial
eta = .027. When the results of the independent variables were considered
separately, the only difference to reach a statistical significance using the
Bonferroni and Scheffe post-hoc tests is the satisfaction of basic needs, F(3, 25.4)
= 3.31; sig. = .021; partial eta = .033. The four hypotheses formulated for the
study were analysed using Kendall’s Coefficient of Concordance and they were all
statistically significant. This means that all the four variables: satisfaction of basic
needs, regulation of formal export, activities of government officials and desire to
own a business promote involvement in informal non-oil exporting in Nigeria.
Recommendations were made that government should address unemployment,
monitor the activities of export and border officials, motivate and discipline them
where necessary among others. The extent of over regulation as well as areas
that are over regulated in formal export were recommended as areas for further
research.
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CHAPTER ONE

INTRODUCTION

Background to the Study

Evidence in the literature indicates increasing research interest in the
overarching area of informal economy (Gerxhani, 2004; Hussmanns,
2005). These studies suggest conflicting role of informal economy both at
micro and macro levels. Chambwer and Magregor ( 2010) reported that in
many developing economies, job creation has mainly taken place in the
informal economy where above 60 percent of workers find income
opportunities. Informal economy creates employment and operators can
implement appropriate strategies to exploit opportunities streaming from
weakness in trade and economic policies (Feige and Urban, 2008). On the
other hand, a large informal sector can pose problems for policy makers
and the overall economic development of their country. Organisation of
Economic Cooperation and Development (2004) reported that a large
informal sector could indeed deprive government of needed tax revenue
which could be reinvested into infrastructure development and other
national development priorities. It could influence the development of
economic policy objectives by skewing the reliability of data, breed a
culture of corruption in public administration and hinder further investment
in local (formal) SMEs, which constitute the major part of the private sector

in developing countries and are key to economic development and growth.

Interestingly extant statistics indicate that even though informal economy is
present in most economies in the world, but is more pronounced in the
developing economies (Gagnon, 2009). In Nigeria for instance, the size of
informal economy is estimated to be as high as 65% of the total economy
(Osuntogun and Oramah, 2007). One interesting component of the Nigeria’s
informal market that is receiving research attention, though slowly is the

informal non-oil exporting (Nkamnebe,2008). Informal non- oil exporting is

12



1.2

used in the same sense it was used by the Nigeria Export Promotion
Council (NEPC, 2012) as exporting activities that are not registered within

the purview of government regulation.

Available survey indicates that a substantial proportion of informal non- oll
exports are mainly conducted by individuals, micro, small and medium sized
enterprises and consists of small consignments (Agbogun, 2012). Arguably,
the informal non- oil export has been thriving in Nigeria, yet scanty research
attention has been granted to it. The obvious large size of the informal non-
oil export is reflected in the estimated revenue of the sector. For instance
NEPC (2013), estimated that above N14 billion informal non oil export took
place in 2012 in Dawanau international market corridor in Kano alone.
Interestingly, about ninety-three (93) border markets and loading points
have been identified across Nigeria (NEPC, 2013). If an average of N10
billion is assumed for each of 93 border markets and loading points, it can
be argued that Nigeria’s informal non oil export from land border alone
worth’s over N930 billion or US $ 6.2 billion per annum. Nkamnebe (2008)
reported a case of US$12 billion undocumented informal exporting from the
nations’ seaport, which arguably reduces and skews the reported non-oil
exporting in Nigeria. The fiscal implication of these to government and

Nigerian economy can only be imagined.

Statement of the Problem

Informal export is a major characteristic of most developing nations,
especially sub-sahara African nations. Onayemi and Ishola (2009) reported
that Nigeria’s informal economy is estimated at about 65% of the total
economy, Ghana is approximately 70% (Chu et al, 2007), compared to
European and Asian nations of above 50% and 45% average respectively
(Schneider, Buehn, Montenegro, 2010) This is equally reflecting on the
bouging size of her informal non-oil export (Nkamnebe, 2008).

Interestingly, Nigeria Export Promotion Council (NEPC) has mounted

13



measures to minimize the informal non-oil exporters; this it does through
providing incentives to formal non-oil exporters. The new Export Expansion
Grant (EEG) scheme is an incentive for the stimulation of export oriented
activities that will lead to significant growth of the non-oil export sector.
More so, the Export Development Fund (EDF) is a scheme to provide
financial assistance to private sector exporting companies to cover part of
their expenses in respect of the following export promotion activities such
as training courses, symposia, seminars and workshops ;advertising and
publicity campaigns in foreign markets; export market research studies
among others (Export Guideline and Incentives in Nigeria, 2005) |,
However, through NEPC, Nigerian custom service and other agencies,
government punishes informal non-oil exporters with very severe penalties
such as seizure of export goods and prosecution because the law

stipulates registration with NEPC before formal non-oil exporting.

Despite the obvious risks with informal non-oil export and supposed better
attraction in the formal non-oil exporting, the overarching goal of stamping
out informal non-oil exporters seems not to be yielding desired goals.
According to data from International Trade Centre, aggregated by Nigeria
Export Promotion Council, between 2009 and 2013 the cumulative un-
captured non-oil export is estimated at US$46.19 billion (ITC, 2014), the
foregoing is somewhat suggestive of absence of evidence-based policies;
policy that fails to capture the determinants of these exporters with a view
to controlling it. This arguably is forestalling effective control of the informal

non-oil exporting in Nigeria assumed by the authorities.

The above situations seem to suggest rather forcefully that the
determinants for informal non-oil exporting in Nigeria is deeper than has
been reported. It is therefore evident that the informal non oil exporting is
strong, robust and dynamic enough to support over US$6.2 billion

economy, which evidently has not been documented. Indeed no study has
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1.4

been identified that examined the determinants of informal non-oil
exporting behaviour in Nigeria. This obvious gap in knowledge has both
policy, managerial and knowledge implications, therefore, calling for urgent

investigation.

Objectives of the Study

The main objective of this study is to investigate the determinants of

informal non-oil exporting behaviour and from this broad objective, the

following specific objectives are derived,;

1. To investigate if satisfaction of basic needs promote involvement in
informal non-oil export in Nigeria.

2. To ascertain if regulation of formal export influences involvement in
informal non- oil export in Nigeria

3. To investigate if government officials promote involvement in informal
non- oil export in Nigeria

4. To examine if desire to own a business influences involvement in

informal non-oil export in Nigeria.

Research Questions

Based on the statement of the problem and objectives of the study, the

following research questions were formulated for this study.

1. Does satisfaction of basic needs promote involvement in informal
non-oil export in Nigeria?

2. Does regulation of formal export influence involvement in informal
non-oil export in Nigeria?

3. Do activities of government officials promote involvement in informal
non-oil export in Nigeria?

4. To what extent can desire to own a business influence involvement

in informal non-oil export in Nigeria?

15
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1.6

Hypotheses

Based on the research questions and conceptual framework, the following

hypotheses were formulated.

Hiq: Satisfaction of basic needs promote involvement in informal non-oil
export in Nigeria

H,:  Regulation of formal export influences involvement in informal non-
oil export in Nigeria

Hs:  Activities of government officials promote involvement in informal
non-oil export in Nigeria

H,: Desire to own a business influence involvement in informal non-oll

export in Nigeria

Scope of the Study

The following scopes are addressed: the geographical scope, unit/level of
analysis scope and the content scope.

The geographical scope covers the six geopolitical zones of the country.
Six states in the six geopolitical zones were selected for this study, in 2015

and they are:

North west - Katsina State
North east — Adamawa State
North central --  Niger State
South west - Ogun State
South east - Abia State
South south --  Cross River State

The six states drawn from the six geopolitical zones represent the 36 states
in Nigeria, which is above 16 percent of the states in the county (Okeke,
2011). The sample was drawn from informal non oil exporters in these

states.

The unit of analysis of this study comprises of individuals, small and

medium informal entrepreneurs involved in informal non oil export in

16



1.7

1.8

Nigeria. With respect to content scope, informal non-oil export is a theme
subsumed in the export marketing literature; and it is a topic widely
discussed in marketing as a result of its importance. Accordingly, the
literature focus of this study is on general export marketing but will focus

specifically on informal exporting.

Significance of the Study

The main thrust of this study is to unearth and shed deeper in-sight into the
determinants of informal non oil exporting behaviour in Nigeria and propose
stronger policies towards curtailing it. Hence this study, in no small
measure is significant in several ways to a number of groups and export
stakeholders.

With respect to contribution to knowledge, as a relatively under researched
aspect of Marketing in Nigeria, the findings of this research is a contribution
towards the expansion of the boundaries in stock of knowledge in the
mainstream export marketing literature. It is also a response to the
yearning for more empirical work in this area of Marketing with respect to
sub-Sahara Africa and Nigerian context in particular.

To policy makers, this study is of key significance. It will help NEPC to
strengthen the fight against informal exporting as it will help unveil the
determinants of informal exporting which would guide NEPC in their policy
rethinking. The government and those in key policy positions play very
crucial role in influencing Nigerians towards proper diversification of the
economy away from the oil. Thus policy makers need deeper insight on
determinants of informal non-oil export in order to strategize appropriately

and make future non-oil export policies more effective.

Limitation of the Study
The study has the limitation of some of the respondents not giving accurate
information because of the nature of informal non-oil export even though

they were assured of confidentiality.
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Operational Definition of Terms
The following terms are operationally defined as used in this study:
Informal Economy: All legal production activities that are deliberately
concealed from public authorities to avoid payment of income, value added
or other taxes; payment of social security contributions; and complying with
certain administrative procedures.
Export: It is a function of international trade whereby goods produced in
one country are shipped to another country for future sale or trade. The
sale of such goods adds to the producing nations gross domestic output.
Non-Oil Export: Those groups of economic activities which are outside
the petroleum and gas industry or those not directly linked to them. Non-oil
export in Nigeria are mainly primary products, mostly, agricultural products.
Informal Non-Oil Export: Are exporting activities that are not registered
with government. They engage in unofficial business activities such as the
tax evasion, avoidance of labour laws and other government regulations.
This study excludes exportation of hard drugs such as Indian hemp,
heroine, human trafficking, prostitution etc.
Markets, Loading Points and Corridors of Informal Non-Oil Export:
Most of the agricultural and manufactured products exported out of the
country informally, where sourced from thes markets and loading points.

Informal Cross-Border Trade: Refer to import and export of legitimately
produced goods and services, which directly or indirectly escape from the
regulatory framework for taxation and other procedures, set by the
government, and often go unrecorded or incorrectly recorded into official
national statistics of the trading countries.

Export Stimulation: Stimuli also called motives, incentives or attention
evokers, refers to all those factors triggering the decision of a firm to initiate
and develop export activities.

Simplified Trade Regime (STR): A simplified trade regime (STR) under
the auspices of Common Market for Eastern and Southern Africa

(COMESA) was introduced. STRs aims at reducing documentary

18



requirement by allowing exporters with a value of US$500 or less to be

issued a simplified certificate of origin at the border post.
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2.1

CHAPTER TWO
REVIEW OF RELATED LITERATURE

Introduction

The purpose of this chapter was to align this research with earlier
researches and related works in the area of determinants of informal non-
oil exporting behaviour: a study of cross-border traders in selected border
markets in Nigeria with a view to ascertaining and discussing the
relatedness or otherwise of those works to this study. To achieve this
purpose, review of related literature were therefore presented under the
following sub-headings: concept of informal economy, categories of
informal economy, economic benefits of informal economy, review of
export sector to facilitate understanding of informal non-oil export situation
in Nigeria, concept of informal non-oil export, empirical review, markets,
loading points and corridors of informal non-oil export in Nigeria,
theorizations of informal economy as it relates to informal non-oil export,
modernization theory, structuralist theory, neo-liberal theory, post-
structuralist theory, observed theoretical gap in literature, theoretical
framework for the study based on typology of informal cross-border trade,
concept of informal cross-border trade, types of informal cross-border
traders, push and pull factors influencing ICBT, Impact of government
policies and regulations on informal non-oil export, cost and benefits of

informality to non-oil exporters.

Concept of Informal Economy

The Informal economy became popular in the 1970s and since that time
has been amended and improved to include a diverse array of types and
forms of informality. For many years there was no global consensus on the
definition of the informal economy. Indeed, to date three contrasting types
of definition have been used, namely enterprise, jobs and activity - based

definitions (Williams, 2009). Nowadays international scientists and
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organizations came nearer to universally accepted definitions. However, on
the basis of the examined literature on the definitions of the informal
economy, the conclusion can be made that there are two main definitions:
by OECD and ILO. So the vast majority of existing definitions in most
relevant sources belong to either to OECD camp (mostly European
authors) or to ILO camp (mostly third world authors). No other relevant
comprehensive approaches to defining the informal economy were found.

Therefore it will be appropriate to divide this section into two parts;

1. ILO enterprise-job - based definition ‘camp' (International
Conference of Labour Statisticians,1993; Chen.2007; Hussmanns,
2005).

2. OECD activity - based definition camp (OECD, 2004;
Schneider,1997; Sepulveda and Syrett, 2007).

ILO Enterprise - Job - Based Definition 'Camp".

One of the most widely - used definitions of the informal economy belongs

to the ILO. Its evolution was traced in the Decent Work and the Informal

Economy Report (ILO, 2002). According to this report, the concept of the

'informal sector' was first popularized by the ILO in the 1970s. It was used

to refer mainly to the survival activities of those working in the marginal or

peripheral segments of the economy.

The 1991 Report of the Director-General to the International Labour

Conference defined the informal sector as very small-scale units producing

and distributing goods and services and consisting largely of independent,

self -employed producers in urban areas of developing countries, some of
whom also employ family labour and or a few hired workers or apprentices;
which utilize a low level of technology and skills. This description failed to
capture the various forms of informality and informalisation that have since

grown in significance (ILO, 2007).

In 1993, the 15™ International Conference of Labour statisticians adopted

an enterprise approach to definition of the informal sector. According to 15™

ICLS, employment in the informal sector comprises all jobs in informal
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sector enterprises, or all persons employed in at least one informal sector
enterprise, irrespective of their status in employment. This definition was
criticized for the different reasons among which was its inability to capture
all aspects of the increasing informalisation of employment. For example, it
excludes households employing paid domestic workers from the informal
sector that is included by the 17" ICLS.

At the 2002 International Labour Conference the broader term ‘informal
economy was proposed instead of informal sector. It included the
considerable diversity of workers and economic units, in different sectors of
the economy. The informal economy was defined as 'all economic activities
by workers and economic units that are - in law or in practice - not covered
or insufficiently covered by formal arrangements (ILO, 2002). OECD
Activity - Based Definition Camp. Organization of Economic Cooperation
and Development (OECD) noticed an absence of a strict definition of the
informal economy and the existence of different approaches to defining the
subject matter. They have noticed the co-existence of two major definitions:
Undeclared work and informal economy. The latter is preferred for use in
developing countries (OECD, 2004).

The above reflections drew the OECD to determine two spheres of interest.

First is what they call 'core' definition of the informal economy. It consists

of:

I. Wholly undeclared work (employment status and earnings are
concealed in collusion with the employer).

il. Under-declared work (employee's status is declared, part of
earnings concealed in collusion with employer).

iii. Black market work (work in a secondary job with earnings concealed
in collusion with the purchaser).

V. Purely informal employment (no concealment, because no

requirement to declare employment or earnings).
Second is the broad definition of the informal economy. It consists of the

core definition and is enhanced by including following phenomena into the
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study:

I. Pure tax evasion on earnings that include self - employment;
earnings are concealed from tax authorities, but not in collusion with
the purchaser.

il. Employment in illegal production - is concealed production, sale and
consumption with typical employment status— employee or self-
employed; this is included to GDP, but typically not published.

iii. Employment in household production of goods (included to GDP)
and services (not included to GDP) for own use.

iv. Social security fraud, VAT fraud, pilfering, theft, extortion, these are
quite influential factors, though they may appear on any level with
any employment status and are hard to measure (OECD, 2004).

A number of authors employ an activity - based definition of the informal
economy similar to the OECD. Thus, Pavlovskaya (2004) created "spheres
of dichotomies"”, from which components of the informal economy can be
identified. She divided the informal economy into sectors distinguished by
whether they are state or private, monetized or non- monetized. The
definition of Pavlovskaya correlates the broad definition of the informal
economy by the OECD. In addition, the author included a
monetization/non-monetization parameter to the characteristics of the
informal economy. The notion is also considered by Smith and Stenning
(2004) using the term reciprocity, economy of regard, arranging of matters.
They argue that the informal economy under emergent capitalism
represents a form of self-exploitative social relations, appropriating one's
own labour to sustain a livelihood, often in conjunction with other economic

practices (Smith and Stenning 2004).

One more interesting point related to the informal economy is the work of
Smith and Stenning (2006) is the phenomenon of the multicoloured

economy. The authors differentiate economic practices into those involving
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market relations, those involving non-market relations and those
concerning alternative market relations, similar to Gibson - Graham {2006}.
Sepulveda and Syrett (2007) agree with Schneider (2002) that the informal
economy includes both illegal and legal activities, monetary and non-
monetary transactions (this is similar with the broad definition by the
OECD). Legal activities include unreported income from self employment,
wages, salaries and assets from unreported work related to legal services
and goods (monetary); fringe benefits, barter of legal services and goods,
all do-it-yourself work and goods, all do-it-yourself work and neighbour help
(non -monetary).
Williams and Renooy (2009) used one of the most widespread definitions
from OECD Handbook 2002 (OECD, 2002), where it is defined as all legal
production activities that are deliberately concealed from public authorities
to avoid the following:
I. Payment of income, value added or other taxes;
. Payment of social security contributions;
iii. Having to meet certain legal standards such as minimum wages,
maximum hours, safety or health standards etc.
V. Complying with certain administrative procedures, such as
completing statistical questionnaires or other administrative forms.
Smith (2009) agrees with Schneider and Erste (2000) who employed an
activity-based approach and defined the informal economy as unreported
income from the production of legal goods and services, either from
monetary or barter transactions, hence all economic activities that would
generally be taxable were they reported to the tax authorities. This
definition is also similar to the OECD definition. In this research, the
intention is to adopt the OECD approach to defining the informal economy
and therefore to use the activity-based definition which defines such
activities as any paid activities that are lawful as regards their nature but
not declared to the public authorities (Williams and Renooy, 2009). Thus

24



2.1.1.

.............

the scope of the research excludes prostitution, human trafficking and

harmful illegal goods such as Indian hemp, cocaine, among others,

Categories of Informal Economy

The International Labour Organization (ILO) describes the informal
economy as falling into two rough categories: coping strategies (survival
activities) and unofficial earning strategies (illegality in business), the later
including both unregistered and criminal activity. While there are some
overlap between the two categories much of the informal economy remains

completely legal and accepted by government [ILO,2002].

.................................................................................................................

..............

2.1.2

A. Unofficial business
activities: tax evasion,
Avoidance of labour
regulation,

Coping strategies:
Causal jobs,
temporary jobs,
Subsistence
agriculture, multiple
Job holding

B. Underground
activities:

................................................................................................................

Figure: 1 Categories of Informal Economy

Source: ILO, 2002.

Ishengoma and Kappel (2006) agreed with the categorization as reported
by ILO,2002.

Economic Benefits of the Informal Economy

Informal economy is the main source of job creation in Africa, providing
between 20 percent and 75 percent of total employment in most countries,
with the exception of South Africa, where the estimated figure is 12 percent
of the active population. In West Africa, the informal sector constitutes 20

percent to 80 percent of the national economy; informal trade constitutes a
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large share of the national economy (United Nations Economic
Commission for Africa, 2002),

Could the informal economy be the route to deliver the big sustainable
development ideas such as the green economy, Millennium Development
Goals and poverty reduction strategies, given that its share is rapidly
increasing and that the poor mostly operate here? (Gagnon, 2009). In
some developing countries, the share of the informal economy is greater
than that of the formal economy (Ekpo, 2009). Government planners,
donors and NGOs could use the informal or the formal economy to help lift
up the wellbeing of the poor and address global challenges such as climate
change, but choosing one over the other could lead to most efforts missing
the mark (Kucera and Galli, 2008).

International Labour Organization (2002) reported that informal sector
accounts for over half the global employment, involving an estimated 1.8
billion people as compared to the 1.2 billion of the formal sector. In
developed countries, the informal economy predominates as a livelihood
activity for poorer people. It is of particular importance for people in urban
and rural areas, and for women and farmers. The average size of the
informal economy as a percentage of the Gross National Income (GNI) is
41 percent in developing countries, 38 percent in transition economies and
18 percent in developed countries. (Chambwer and Magregor, 2010).
Enhancement of the Informal Sector in Nigeria

The Nigerian governments at various levels have adopted policies aimed at
enhancing the performance of the informal sector. For instance, policies
have variously been designed to promote small and medium scale

enterprises, Entrepreneurship Development Policy.

Over the years, the federal and state governments have played significant
roles in entrepreneurship development. The federal government in the late

1980s initiated the Entrepreneurship Development Programme (EDP) run
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by the National Directorate of Employment (NDE). Under the policy, the

Federal Ministry of Labour sought to address the graduate unemployment

problem through the NDE programme which provided participants with the

opportunity to acquire entrepreneurial skills and secure loan capital to

enable them establish and operate their own small scale enterprises. The

Federal Ministry of Industry has been in the forefront of efforts to promote

the development and acquisition of entrepreneurial skills as part of its

efforts to support Small and Medium Enterprises (SMEs). To this end, the

Ministry established Industrial Development centres in various parts of the

country with the mandate to:

I. Promote small scale enterprises through the provision of extension
services.

il. Train entrepreneurs and staff;

iii. Assist with product design;

iv. Process loan applications; and

V. Render, free of charge, technical and managerial services

including advice on equality control, product improvement etc.

The State governments have also been involved in providing support to
SMEs. Many states have small scale credit schemes which provide SMEs
with financial and technical support in the late 1980s.

The "Work for Yourself Programme (WYP)" a scheme introduced by the
Federal Ministry of Industry and Assisted by the International Labor
Organization (ILO) and the British Council, which aims to develop
entrepreneurial skills in the sector, is one of such schemes being

implemented with international assistance (Ekpo, 2009).

2.2 Review of Export Sector to Facilitate Understanding of Informal Non-Oil
Export Situation in Nigeria
It has been established in the literature that export is an engine of growth. It

increases foreign exchange earnings, improves balance of payment position,
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creates employments and development of export oriented industries in the
manufacturing sector and improves government revenue through taxes,
levies and tariffs (Onayemi and Ishola,2009; Takatoshi,1997). These
benefits will eventually transform into better living condition for the nationals
of the exporting economy since foreign exchange derived would contribute
to meeting their needs for some essential goods and services
(Olorunshola,1996). However before these benefits can be fully realized, the
structure and direction of these exports must be carefully tailored such that
the economy will not depend on only one sector for the supply of needed

foreign exchange (Todaro,1996).

In the 1960's, Nigeria's export trade was largely dominated by non-oil
products such as groundnuts, palm kernel, palm oil, coca, rubber, coffee,
cotton, coal and others. The same pattern continued into the early 1970s, as
a matter of fact, cocoa was the dominant export product at that time
contributing about 15% of total exports in 1970 (Osuntogun and
Edordu,2001; Olorunshola,1996). However, oil's dominance of the country's
export basket began in 1973/74 and was greatly magnified during the 1980s.
The crux of the problem was that while oil export was growing, non-oil export
was declining making the dominance much more rapid and pervasive
(Teal,1983; Pinto0,1987). As a result of the setting up of commodity board by
the federal government to act as buying agent, this board went about fixing
arbitrarily and below market prices, therefore, farmers moved out of the
business because they no longer found it profitable. The policy effect was
therefore negative development of exports in the agricultural sector.
Moreover available data revealed that the manufacturing sub sector of the
economy had often been making minimal contribution to export. The reason
that can be adduced for this had been neglect for the sector by colonial
masters before independence, poor infrastructure, lack of adequate finance,
high cost of production and low market penetration due to poor quality
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control were factors constraining the manufacturing exports (Ajakaiye and
Ayodele,2000; Onayemi and Ishola,2009; 0j0,1996).

In the 1970s, oil sector experienced price explosion at the global crude oll
market, especially in 1973 as a result of crisis in the Middle East. The
ultimate effect of this was a massive inflow of foreign exchange. Eventually,
during this period, Nigeria became a mono-cultural economy over depending
on crude oil export for her foreign exchange (Ajakaiye and Ayodele,2000).

Subasat (2002) reported that the protectionist policies of the developed
countries and the increased substitution of synthetic for primary products in
the technically advanced countries, the world oil market collapsed in
mid1980s, resulting in a sharp drop in crude oil prices in the international

markets.

Consequently, there was a significant decline in foreign exchange earnings
from crude oil at a time when there was ever increasing demand for foreign
exchange earnings by this import dependent economy. It became clear that
crude oil export should not be looked upon to generate sustained growth
(Ojo, 1996). Therefore, additional sources of foreign exchange must be
sought. All policy measures designed to improve the situation, including the
stabilization measures in 1982 as well as the restrictive monetary policy and
the stringent exchange control measures in 1984, proved ineffective.
Consequently the Structural Adjustment Programme (SAP) was introduced
in July 1986 by the federal government. (Onayemi and Ishola,2009;
Osuntogun and Edordu,2001). One of the principal objectives of the
programme was to diversify export from dependence on crude petroleum
through the promotion of non-oil exports (Olorunshola, 1996). The non-oil-
exports share of Nigeria's total export has remained under 10% for the most
years since the introduction of SAP (Subasat,2002;Ajakaiye and
Ayodele.2000). Lyakurwa (2001) reported that another characteristic of

Nigeria's export trade is the continued reliance on developed countries as

29



markets. The export promotion policy stance, which emphasizes the
diversification of markets, appears not to be yielding desired results because
exports to Organization of Economic Cooperation and Development (OECD)
countries still dominate. What appears to be happening is a shift from
exporting to European community to exporting to USA and Japan
(Walkenhorst and Cattaneo,2006). This market concentration has been
blamed, in part, for the countries misfortunes, as recessions in developed
countries are usually fully transmitted to Nigeria. Negative effects from such
shocks can be minimized by diversifying export markets especially since the
level of economic activity is likely to vary across regions (Efobi and
Osabuohien, 2011; Olayiwola and Okodua, 2009).

2.3 Concept of Informal Non-Oil Export

Export is a function of international trade whereby goods produced in one
country are shipped to another country for future sale or trade. The sale of
such goods adds to the producing nations gross output. If used for trade,
exports are exchanged for other goods or services. Exports are one of the
oldest forms of economic transfer, and occur on a large scale between
nations that have fewer restrictions on trade, such as tariffs or subsidies
(Adenugba, 2013).

Exports have been described as catalysts for overall development and
increase the earnings of the country thereby creating an avenue for growth
by raising the national income of the country (Efobi and Osabuohien,
2011).

Non-oil export sector comprises those groups of economic activities which
are outside the petroleum and gas industry or those not directly linked to
them. It consists of sectors such as manufacturing, agriculture,
telecommunication, service, finance, tourism, real estate, construction and

health sector. Non-oil export in Nigeria are mainly primary products mostly
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agriculture products such as groundnut, cocoa, rubber, cotton, hides, skin,
cattle, fabrics, corn, wheat, beans etc (Abogan, Akinola and Baruwa, 2014).
Informal non-oil exporting are exporting activities that are not registered
with government. They engage in unofficial business activities such as tax
evasion, avoidance of labour laws and other government or institutional
regulations (NEPC, 2012). Informal non-oil export in this study consists
mainly of agricultural products, fabrics and some manufactured products in
Nigeria which the exporters are not registered with government. Note; this
study excludes exportation of hard drugs such as Indian hemp, cocaine,

heroine, human trafficking, prostitution etc.

Informal Non-Oil Export in Southern African Countries

Informal export contributes between 30-40 percent of total intra-Southern
African Development Community (SADC) trade. The estimated average
value of informal export in SADC region stands at US$17.6 billion annually
(Musonda, 2004). Items exported mainly include foodstuff such as maize,
rice and beans although additional products such as handicrafts and
minerals are also commonly traded in the region. The foodstuff data was
extracted from quarterly trade monitoring initiative, a USAID and WFP
funded initiative which established a network of border monitors in selected
border points throughout the Southern African region. The cross border
export monitoring systems include 29 borders from 10 different SADC
countries. Between 2005 and 2012, the total informal export in maize, rice
and beans average 117,606; 31,866 and 42,013 metric tons per year
respectively (USAID, 2010).

In Southern Africa, maize is the most informally exported foodstuff,
averaging approximately 80% of the total recorded informal export in
foodstuff between 2005 and 2012. More specifically, the disaggregated
data points to the fact that Mozambique, Zambia, South Africa and

Tanzania are generally the major source countries while DRC, Malawi and
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Zimbabwe are the major distributions (Musonda, 2004). It is worth noting
that during the 2005 — 2006 periods, many countries in the region
experienced critical food shortages. It is indisputable that the 208,922
metric tons of foodstuff exported informally during that year helped lessen
the impact of the food crises. This underscores the relative importance of
informal non-oil export in supporting food security in the Southern African

region (Chambwer and Magregor, 2010).

Existing research on the key causes of informal export in Southern Africa
point the fact that exporters engage in the practice for wealth creation and
as a means of survival. Lack of other income generation and employment
opportunities in the formal sector is also pointed out as the key factor for
engaging in informal non-oil export. Never the less, in Southern Africa,
informal export has proven to have a positive impact on the economy,
especially with regard to its potential to cushion the impacts of food crises
as was the case in the 2005 — 2006 periods (Afrika and Ajumbo, 2012).

Mwani/Mchinji border is one of the most active market corridors in
Southern Africa. It handles goods largely from Malawi and Zambia. Goods
traded tend to be agrarian and non-processed. 75 percent of the informal
exporters are women and the value of their wares per unit ranges from
US$50 to US$1000 (Ackello-Ogutu, 1996).

Common Market for Eastern and Southern Africa (COMESA) estimates
that an outstanding US$12.9 million per month is exported informally in the
region. This estimate is higher than formal export which is estimated at
US$11.6 million per month. High customs duties are cited by border
officials as main reason why exporters prefer informal channels. Another
reason why exporters avoid formal crossing is to avoid processing fees
under customs clearance. A simplified trade regime (STR) under the
auspices of COMESA was introduced. STRs aim to reduce documentary

requirement by allowing exporters with a value of US$ 500 or less to be
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issued a simplified certificate of origin at the border post. Since
transactional values cannot be as low as US$50, it is understandable why
despite the STR, a large percentage of informal exporters continue to avoid
formal routes (Njiwa, Nthambi and Chinwa, 2010).

Informal Non-Oil Export in Uganda with Snapshots in Other Eastern
African Countries

Eastern Africa is relatively more discernible when compared to other parts
of the continent. Countries such as Uganda, Tanzania, Ethiopia and
Somalia are generally recognized as sources of non-processed exportable
goods consumed in Kenya and South Sudan. Kenya is a major source of
manufactured goods exported informally into the region. This section
primarily focus on highlighting the extent of informal non-oil export between
Uganda and its neighbors; Kenya, Rwanda, Tanzania, Democratic
Republic of Congo and Sudan. This is primarily due to the fact that there
are some aggressive attempts in Uganda to capture informal non-oil export
flow (COMESA, 2008).

Ugandans generate sizeable foreign exchange earnings from the informal
export sector. Deliberate efforts by the government have allowed the
impact of the country’s informal sector. Data from Uganda’s customs
authorities highlights the fact that a thriving informal export exist in Uganda
manufactured goods for South Sudan, DR Congo and Tanzania markets.
Uganda bureau of statistics (2009) reported that in 2006, the value of
Ugandan informal non oil exports to its five neighboring countries; Kenya,
Rwanda, Tanzania, DRC and Sudan stood at US$ 232.89 million,
corresponding to around 83% of official exports to these countries over
same period. By 2009, Uganda’s total informal exports to the five countries
had almost tripled to reach approximately US$790.73 million. The exports
include shoes, clothes, fish, beans, maize grain, sandals, flour, beer,

medicine and alcohol spirits. Sudan and DRC were the main destinations
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for informal exports and accounted for 74.1% and 64.4% in 2009 and 2010
respectively (Dzaka-Kikonta, 2012).

Informal non-oil export has positive effects in Uganda in terms of
employment creation and increased income. The strong regional demand
for agricultural items from Uganda presents lots of opportunities to support
the development of its agricultural sector and enhance regional food
security (UNECA, 2009). The captured data on informal non-oil export is
pushing policy makers in Uganda to give informal export the attention that it
deserves. Through data collection, the Uganda government has gradually
developed greater awareness and appreciation of the potential impacts of
informal non-oil export (Afrika and Ajumbo, 2012).

Ogalo (2010) reported that exports at the Arusha-Namanga border
between Tanzania and Kenya is characterized by perishable commodities
such as tomatoes, bananas and onions. These goods require sanitary and
phytosanitary (SPS) certificates. SPS measures are regulations for food
safety, animal and plant health standards which aim at enhancing
consumer welfare through consumption of safe food products. Challenges
associated with management of SPS and lack of trade facilities push

exporters to use informal routes (COMESA, 2004).

Informal Non-Oil Export in Livestock also Thrives in East Africa

A study conducted by Little (2005) noted that informal non-oil exporters
along the Kenya — Somalia borders were known to realize astounding
growth of 200 percent — 400 percent in the value of their livestock and
generated annual sales in excess of US$111.7 million. The study estimated
that in Eastern Ethiopia annual sales exceeded US$225 million.

The livestock exported informally in Eastern Africa includes camel, cattle,

goats and sheep. Source countries include Somalia and Ethiopia while key
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consumer markets are located in Kenya and Sudan. Livestock trade
requires long distance travel on foot, since in these areas transport
infrastructure is usually poor. There is often lack of adequate security and
market information.

The East Africa Informal Export Bulletin (2011) reported that informal
export in cattle, goat and camel represented more than 60 percent of total
trade in the region. In addition to foodstuff and livestock, a range of
manufactured and re-exports are traded informally in East Africa. These
include sugar, used clothing and shoes, packaged beverages, soft drinks,
confectionary, plastic products and low quality goods from Asian countries.
Afrika and Ajumbo (2012) reported that in Uganda, Somalia or Kenya and
regardless of the kind of goods exported, formal and informal export in East
Africa is plagued by lack of trade facilitation. Frequent inspections at
roadblocks delay exporters and add costs to already costly transport
system. Stringent documentary requirements further exacerbate the
situation. Documentary requirements often involved the need to provide
certificates of origin, or Sanitary and Phytosanitary (SPS) certificates.
These are generally issued in the city centers, miles away from the
borders. Some regions such as COMESA, established Simplified Trade
Regimes (STR) in order to address the issue. Unfortunately small-scale
exporters are generally unable to access STR benefits because of
processing fees, low awareness of STR and its functioning and corruption
(Ogalo, 2010).

Informal Non-Oil Export in Nigeria and other West African Countries

Informal export refers to trade transactions between residents and non-
West African. Trade Hub Technical report (2006) in Afrika and Ajumbo
(2012) started observing and documenting the number of checkpoints on
major West African transport corridors, and the bribes and delays truck
drivers incurred at these check points. It was observed that a truck carrying
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export goods from Lome to Ouagadougou would get stopped a total of 17

times.

Bribes paid at roadblocks amounted to an average of US$48 for exports
per road block. Yet when compared to other countries in the region, both
countries have relatively low level of bribes at road blocks suggesting that
average bribes could be much higher in other parts of the region. The study
estimated that delays caused by check point amounted to about four hours
per trip. The number of checkpoints in West Africa is of great nuisance to
exporters and transporters and significantly adds to the cost of doing
business. Since transactional values in informal export average US$100 to
US$1000, unnecessary checkpoints and bribes provide a great incentive
for exporters to join the informal non-oil export sector in some West African

countries (Ogalo, 2010.)

Huge Revenue Loss as Nigeria Fails to Capture Non-oil Export
Proceeds Between 2009 and 2013

Nigeria’s inability to properly capture the value of non-oil exports moving to
different markets in Africa, Europe and America in five years have cost the
country US$230 million in revenue that could have accrued as export
duties to the federal government.

Between 2009 and 2013, the cumulative total of these un-captured non-oil
export hit US$46.19 billion, according to data from International Trade
Centre (ITC), aggregated by the Nigeria Export Promotion Council (NEPC)
(ITC, 2014).

On the other hand, information obtained from the Manufacturers
Association of Nigeria Export Group (MANEG) showed that the federal
government mandates each non-oil exporter to pay 0.05 percent duty on
the value of the total non-oil exports to the Nigeria Customs Service (NCS).

The 0.05 percent duty is often called Nigerian Export Supervision Scheme
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(NESS), according to MANEG. By implication, 0.5 percent duty on un-

captured US$46 billion implies a revenue loss of US$230 million.

Cobalt International Ltd is the federal government appointed agency that
inspects and calculates non-oil exports pre-shipment. On the other hand,
the ITC is a subsidiary organization of the World Trade Organization
(WTO) and the United Nations Conference on Trade and Development
(UNCTAD), which provides trade — technical assistance to 117 countries.
Findings have revealed that while Cobalt obtained its data from the
volumes of goods leaving the country, the ITC obtains data from import
destination of countries, meaning that the latter obtains data on Nigeria’s

non-oil exports from countries where the exports move to.

Cobalt’s 2009 d