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Abstract: Democracy in Nigeria has been marred with a lot of tribulations threatening continuity of this
form of government despite what the nation underwent before changing from military regime to civil rule.
These threats include rigging, victimization of voters, imposition of candidates, godfatherism, ethnic and
religious hegemony with incidental crisis; lack of respect to due process, corruption, poverty and economic
recession bred inter alia by bad governance. If the problems are not nip in the bud, it can lead to secession
by an integral part of the economy;, serious crisis or another civil war. These lingering problems threatening
the sustainability of democratic form of government in Nigeria have triggered serious concern. Despite
problems experienced in democracy in this nation and some developing countries, it is still patronised by
many countries because of benefits derived from it which has made it to be embraced by them. This form of
government which has fortified many developed nations has also triumphed and stable in those nations that
had developed good legal frameworks and system of conducting hitch free elections. The contrary is the case
of Nigeria where it is wrongly practiced. It has been discovered that the crux of the matter is that
constitutional provisions and other legal frameworks are often breached and wrongly executed in Nigeria
and many developing countries. These have inter alia been adduced in the past as justification for aborting
democracy through military incursion. This paper has considered relevant local statutes, the international
standard and the legal framework of countries that have been practicing democracy successfully for a very
long time. This has assisted tremendously to reinforce the legal framework with strong antidote against the
venom threatening the peace, sustainability of democracy and progress of the nation.

Keywords: incursion, democracy, tribulation, sustainability.

Introduction

Despite global outstanding performance of democracy, it has not recorded
impressive performance in Nigeria and many developing nations. It has been rated as the
most efficient form of government in the world and most successful nations in the world
are democratic. (Green Garage Blog, 2015) The reason for the clamour for democracy is
evident in the growth and development of democratic nations. It gives the people
opportunity to choose their leaders through elections. The way it is practiced in Nigeria is
different and cannot be referred to as a paradigm of good democracy practiced in
democratically successful nations. Elections in the country have always been conducted
inter alia amidst fear, victimization and intimidation of voters, threat of military
intervention, war and secession. People have always been taking steps that can truncate the
democratic process and there have been display of despair about sustainability of
democracy in the country. A country where the military regimes have always been accepted
with jubilation depicts triumph of autocracy over democracy despite the global rating and
alluring performance of representative government. The country’s democracy is far below
international standard. According to Ajayi, 1998 (as cited in Lawal and Olukayode, 2012)
the generally accepted archetype of governance especially in developing countries has
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suffered impaired growth in Nigeria. This can be corroborated in lack of development and
good governance through poor infrastructural facilities, bad roads, incessant power outage,
lack of adequate health facilities among others despite the wealth of the nation.

It is necessary to look into the constitutional provisions and implementation of the
country’s legal framework in order to have sustainable democracy and good governance in
Nigeria. This paper has however delved into the international and regional instruments so
as to recommend a review of the local statute in conformity with the international and
regional instruments. It has also examined the legal frameworks on democracy in other
democratically successful jurisdictions.

Statement of Research Problem

The Nigerian independence from Britain in 1960 was full of great anticipation of
socio-economic development and doable democratic process to the nation. After 50 years
of independence, the hope of developing for better standard of living has been mere
hallucination and not yet achievable. Democracy in Nigeria is now a truism and slogan
used for estrangement, domination and maginalisation of Nigerians. Instead of galvanizing,
democracy discourages the people. De-democratization and tyrannical propensities are
rapidly embryonic in Nigeria. (Muhammed, 2017). Democracy has been stable in America
for over 230 years while Nigeria has just spent a short period of time as democratic nation.
(Akintide, 2009)

The country ought to be used to democratic ethics and norms since it has spent over
20 years on democracy but the contrary is the case. There are numerous encumbrances
against democracy which include incapable and impracticable rules; lack of check and
balance of agency in charge of policy formulation and implementation of rules and lack of
confidence in Independent Electoral Commission since its officials are still appointed by
Government who also fund it. (Arowolo and lawal as cited in Lawal and Olukayode 2012
p.449)

Historical Background

Democracy as a form of government was practiced in the Ancient city — states
where all Adult males would assemble to discuss public affairs and made decisions. It was
at such forum that death penalty was meted out to Socrates in Athens when he was found
guilty of treason. (Johari, 2011). With the increase in the number of people in the world, it
became difficult to have all the people gathered at one place to formulate policies and make
decisions on how the people would be governed. In the course of the evolution of the world
there were modifications on democracy as a form of government. As a result of
modernization, democracy was seen in the modern age in a modified manner to improve
the ancient practice. This became noticeable during Glorious Revolution in England in
1688. The same was manifested in America as a result of American Declaration of
Independence in 1776. The Romans also imbibed democratic tendencies but not like the
Greek. The Roman Empire (509 — 27 BC) exhibited this tendency traceable to the Greek
through the practice of representative democracy. (Microsoft Encarta, 2009.

Monarchical form of government was the government operating in England until
the Magna Carter Charter which gave room for the absolute power of the King to be
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reduced. The Charter was actually the pillar of democracy in England. It paved room for
the commencement of democracy by maintaining that no freemen should be punished
except through the Law of the Land. (Magna Carter and the Pillars of Democracy in
England, n.d)

In 1628, Petition of Right was also created which gave the Parliament power to
approve tax before it would be imposed on the people. At that time it was the king that was
imposing tax. Also in 1689, Bill of right was created which created freedom of speech.
(DeMichele, 2016) Modern democracy also appeared in France as a result of French
Revolution. (France This Way, 2006) In 1762 in Europe, Jean Jacques Rousseau expanded
John Locke’s ideology in his book titled ‘Social Contract’ by maintaining that the people
should have impute in the running of the government affairs. (Microsoft Encarta 2009
(DVD) Redmond, WA: Microsoft Corporation, 2003)

New form of democracy became manifest through the glorious Revolution in
England in 1688, America Declaration of independence in 1776 and French Revolution in
1789 which is known as Representative government. (Johari, 2011, p.492) In the 19th
century democracy was existing in Europe and gradually spread round the continent. It also
became a form of Government in North and South America. It later got to ex colonial
countries in Asia and Africa. (Microsoft Encarta 2009 (DVD) Redmond, WA: Microsoft
Corporation, 2003)

With the study of the history of democracy as analysed above, it is clear that many
of these contributed to its development in Europe and America which had great effect on
its stability. It naturally developed and it is clear that the people themselves developed it.
This form of government in Africa is still struggling to be of the standard in developed
nations. It has been tested in the Western World and other parts of the world and it has also
contributed to the development of those nations. It has developed some features that are
making it popular and attractive to people to continue to desire it.

Meaning of Terms

The word Democracy originated from the Greek Words ‘demos’ which means
‘people’ and ‘kratein’ which also means ‘rule’. Pericles, the great Athens Leader defines
democracy as ‘a government in which people are powerful’. Abraham Lincoln defines it
as the government of the people, by the people and for the people. According to Sir John
Seeley, ‘it is a government in which everyone has a share’ (Seely cited in Johari, 2011,
p-324). Dicey maintained that ‘it is a form of government in which the governing body is
comparatively a large fraction of the entire nation’.

International Instruments

It is provided under Article 21 (1) of the Universal Declaration of Human Rights
(UDHR) (1948) that everyone should be given opportunity to participate in the government
of his or her country by himself or herself or through freely chosen representatives of his
choice. Article 21(3) provides that the will of the people shall be the basis of the authority
of government and it shall be expressed in periodic and genuine elections conducted
through universal and equal suffrage and through secret vote or of equivalent of free voting
procedure. Article 25(b) of the International Covenant on Civil and Political Rights
(ICCPR) (1966) provides that member nation shall ensure that every citizen is given right
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and opportunity without restrictions and distinctions which include discrimination on the
basis of race, colour, sex, language, religion, political or other opinion, national or social
origin, property, birth or other status as provided in Article 2 of the ICCPR. Every person
is to be allowed to vote and be voted at genuine periodic elections through universal and
equal suffrage in an election conducted by secret ballot which guarantees free expression
of the will of the electorate.
Regional Instruments

Article 13(1) of African Charter on Human and People’s Rights 1981 provides that
every citizen of member nations should be allowed to participate freely in the government
of his or her country directly or through representative as provided by the law of his or her
country. Article 17 of African Charter on Democracy, Elections and Governance (2007-
2012) reiterates commitment to hold transparent, free and fair elections in conformity with
the principles governing democratic election in Africa. It provides for well established
impartial national electoral body that is responsible for the management of elections.
Article 17(2) provides for establishment of national mechanisms that will redress election-
related disputes without delay. It also provides under Article 17(3) that parties and
candidates should be given fair and equal access to state controlled media during elections.
Article 17(4) provides for state parties to ensure provision of a binding code of conduct
that will govern approved political stakeholders, government and other people involved in
the elections before, during and after the elections. Political stakeholders should be
committed to accept the outcome of the elections when the result is announced and be given
opportunities to challenge the results.
Local statute

The preamble of the 1999 constitution provides that the people of Nigeria have
firmly resolved to live in unity and harmony as one indivisible and indissoluble sovereign
nation under God dedicated to the promotion and inter-African solidarity, world peace,
international co-operation and understanding. They are to also have a constitution to
promote good government. Besides, the country is to provide for the welfare of every
person base on the principles of freedom, equality and justice in order to consolidate the
unity of Nigerians. It is provided in section 14 (1) of the 1999 constitution under
Fundamental Objectives and Directive Principles of State Policy that Nigeria shall be a
country guided by democracy and social justice. It further maintains that sovereignty
belongs to the people of Nigeria who give power and authority to the constitution.
The United Nations

The United Nations General assembly has been having at least one resolution
annually on democracy since 1988. It has been the major issues in conferences of the
United Nations. Increased representation of women in decision making process of member
nations has also been promoted. In 2015, the Assembly of Heads of States and heads of
Government has adopted sustainable democracy in 2030 Agenda to make the world to have
sustainable democracy. It reaffirmed the commitment that democracy is valuable for good
governance, rule of law, creation of national and international enabling environment
essential to sustain development. The United Nations has been supporting democracy inter
alia through the United Nations Democracy Fund (UNDEF), The United Nations
Development Programme (UNDP), the Department of Political Affairs, (DPA), the
Department of Peacekeeping Operations (DPKO), the office of the High Commissioner for
Human Rights (OHCHR) the United Nations Entity for Gender Equality and the
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Empowerment of Women (UN-Women). It has also provided electoral assistance to more
than one hundred countries since 1991. Nigeria is one of the nations that have benefited
from the electoral assistance. United Nations Development Programme (The United
Nations , n.d)

Essential Features of Democracy

There are essential features of democracy which will assist in explaining it for better
understanding of this form of government. They are as follows:
I. Free and Fair Election
Free and fair election is a good and major attribute of democracy. Gathering in a place as
done in Greece will definitely be difficult now that population of the people has increased.
What is in operation in the world today is election through vote which will be done to
choose few people that will serve as representatives of the people. It is a good method of
determining accuracy of the number of voters for each candidate. It is essential so as to
know the candidates that win elections. The voters are to be free to elect their candidates
without any imposition or victimization. Votes must be counted accurately and rule must
be strictly followed to determine the winner to serve in public workplace.
2. Human Right
The right of the people is essential and there are civil and political rights available to them.
They should be free to vote and be voted for; free to assemble and join any party of their
conscience. They should also have freedom of private Life and freedom of expression
among others.
3. Political Parties
There should be parties that will assemble people of the same ideologies or same goal of
producing victorious candidates that will win the election from their parties. The parties
should be given avenue to compete in an election without victimization or intimidation.
4. Constructive Criticism
While the victorious parties are ruling, Criticism should be allowed. the parties that did not
win the elections should be free to criticise the ruling party. This will definitely assist the
nation to progress.
3. Accountability
The system through the ruling party has to ensure that accountability and due process
measures are in place. They are to block loop holes that could affect their party and to
ensure progress and development of the nation.
6. Independent Judiciary
The judiciary should be in place to ensure the rule of law is in place in the country. They
are to ensure that the right of the citizen is protected and that the judicial power is excised
without depending on the executive and the legislature. (Johari, 2011, p.498)

Mainstay of Sustainable Democracy
There are many things that are very important for democracy to be perfectly realised

and sustained particularly in Nigeria. These include the following:
Constitution
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The constitution contains the precepts of democracy. The principles, limitations and
privileges and democratic limitations are stated in it. It contains words which are very
sacred and are binding the people and their representatives. They are supposed to be
followed and if this is done democracy will be sustained. (Ogunleye, 2005 The Constitution
is a good weapon to sustain democracy. It has guaranteed the right of the citizen. Many
people can seek redress against the government and challenge any infringement of their
rights. In (A.G.F. v Atiku, 2007) Alhaji Atiku, who was a Vice President, was able to
challenge the Federal Government when he wanted to defect to another party and still
remain the Vice President. Former President Olusegun Obasanjo maintained that it was not
possible for him to do so. The constitution was interpreted to the favor of Alhaji Atiku.
Democracy will allow people that want to result to self help and cause crisis to take
appropriate legal step enshrined in the constitution and other laws. The Fundamental
Human Right of the people is guaranteed by the constitution. The political and social rights
of the citizen are not to be infringed upon. Although the state cannot be challenged on the
infringement of the economic, social and cultural rights covered under Chapter II of the
constitution under the Fundamental Objective and Directive Principles of state Policy as
held in (Arch bishop Olubunmi Okogie v The Lagos State, 1981) but it has been held that
it contains guidelines as to what court should do when confronted with interpretation of the
constitution.

The Rule of Law

The government should make efforts base on impersonal law instead of claim of

man which is not reliable. The summary of the rule of law is as follows:

(1) Equality before the law

(i1) Governmental ability to stay clear of arbitrary coercion.

(ii1))  People’s liberty

Where the rule of law is absent, people will lack adequate protection against tyranny,
dictatorship and totalitarianism.(Oyediran et al, 1991) . The constitution contains sets of
rules that are governing the state. The Rule of law is a state of mind that guides the people.
It is a situation where the people obey the rules spelt out in the constitution and the bye-
laws. It is the rule of the land or the acceptable standard of behavior which is also referred
to as due process. It does not give chance for anybody to maneuver or manipulate. It is the
rule of law that depicts the practice of the people in a legal and acceptable manner which
is due process. It gives room for precedents which must be followed. Sanctions effectively
carried out without sparing anybody encourages the people to adhere to democracy. If
properly followed, it will lead to fair play, good conscience, justice, predictable
administration, policy implementation and sustainability of democracy. In (Government
of Lagos State v Ojukwu, 1986), the court noted that the right of the people should be
respected under the rule of law. Meanwhile India Judiciary and the constitution of South
Africa have made it possible for people to challenge government on infringement of
economic, social and cultural rights. This is maintained by the court in (Government of
Republic of South Africa v Grootboom, 2001)

People’s Involvement

People are to sustain democracy through their involvement in government policies
and democratic process. They are to defend democracy from the powerful people that want
to use their power against the progress of the people. They are not to just be bystanders
after voting but to monitor governmental activities. They are to be aware of what the
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government is embarking on so as to hold government accountable. The Leaders will be
careful of the people when they are aware that they are being watched. (Ogunleye, 2005)
Good Conduct of Election

Observers have reported irregularities during elections generally in West Africa.
Besides, the region has experienced crisis and election-related violence during elections.
This is a serious concern. There were coups in Mali and Guinea-Bissau in March and April
in 2012. There have been cases of election violence in Nigeria and Cote d’lvoire. These are
threats to sustainability of democracy and regional stability of the region. Election is an
element of self governing and validating process. If there is no constructive, institutional
and standard democratic order to suck up and sort out pressure likely to develop at the time
of election and after it, it can breed dangerous hostility. By virtue of its contestable quality,
election can breed ethnic, religious and other societal disagreements whereby people will
be used to foment brutality. Holding regular and translucent election is a serious aspect of
democratization process. Genuine election enhances authenticity of the Government and
increases trust that the people have in Government. It is an avenue where political
disagreements can be solved through debate. The risk factors of democracy should be
analysed, monitored and addressed. (International peace institute, 2012)
Thriving Economy

There are many classes of people in the economy. The gap between the rich and the
poor should not be too wide. A situation whereby the poor will become aggressive against
the rich should be avoided. Everybody should feel the impact of democracy. There should
be job opportunities for the people. The private sector should be expanded with investment
especially on Agriculture. There should be infrastructural and health facilities created by
Government. When the people see all this, they will have the feeling that democracy is
good for them and it should be sustained. (Ogunleye, 2005)
Education

Education is a precious legacy that can be given to citizens of a nation by its
government. The government is not up to its responsibility, if it fails to give education to
its people. Politicians use illiterate as thugs and hatchet men. Majority of those use for
political violence are illiterates. (The Sun 2016) Education is the pillar of national stability
and security. It is instrumental to political and economic growth. Citizenship education
developed in Nigeria is not meant for training of individual to be just and skillful but meant
for people to contribute and participate freely in democracy. (Sadiq, n.d.)
Electronic Democracy

Electoral system in Nigeria is notorious for electoral malpractices in numerous
ways such as hijack of ballot boxes, voiding of votes through incomplete thumb print,
absconding with ballot boxes, insecurity of voters, delay in supply of electoral materials,
long queue of voters, falsification of election results among others. It is necessary to
introduce electronic democracy at this period of communication and information
technology. It contains E-voting system whereby there will be use of computers and
computerized voting equipments for easy calculation of votes in a credible way. The
system will enable voting and counting of votes very easy and perfectly handled. Brazil,
Japan, Belgium and some countries have been making use of E-Voting system. (Kuye et
al, 2013) The passage of a Bill to allow E-voting in Nigeria is a successful step on reform
of election in Nigeria to ensure free, fair and credible election in Nigeria. (Nwachukwu,
2017)
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Conclusion

Sustainability of democracy is a heavy task in Nigeria. Democracy as a form of
government should be properly learnt and accepted as the government of the people so that
involvement of the people would be the general focus. All impediments to sustainable
democracy should be jettisoned so that the people can have a stable and developed
economy. If we are able to achieve this, the efforts of the United Nations, Pericles, John
Locke, Jean Jacques Rousseau, Sir John Seeley, Dicey and Abraham Lincoln and others
who imbibed democracy and agitated for its practice will not be in vain.

Recommendations

Having studied democracy in Nigeria, the situation at hand can still be improved
upon and the following recommendations will assist greatly:
After election to appoint their Leaders people don’t bother themselves on governmental
policies. People should be encouraged to contribute to national issues so as to give room
for more people to contribute to their own affairs. This will give the law makers and
government opportunity to assess people’s view on decisions or policies being planned.
The constitution contains the rules governing the people and government in the country. It
is based on the constitution that a state is governed. The country should be run according
to the laid down rules. There are procedures that have to be followed by the various arms
of government, Ministries, Departments and Agencies. With the rule properly followed,
the system of governance will become easy and smooth.
Election plays a dominant role in a democratic dispensation. It is through election that the
country will elect the leaders for a specified period of time. Post election crisis can disrupt
democratic processes and lead to crisis. The first and third republic in Nigeria derailed as
a result of post election crisis. Elections should be free of manipulations and people should
be convinced that it is transparent.
The people while exercising their franchise should do so in good faith. They should elect
the type of leaders that are honest and transparent in performing their duties as good
representatives of the people. If the people are well represented, the country’s wealth will
be well managed, invariably; there will be little or no crisis.
The people while exercising their franchise should do so in good faith. They should elect
the type of leaders that are ready to be honest and transparent in performing their duties as
good representatives of the people. If the people are well represented, the countries’ wealth
will be well managed, invariably; there will be little or no crisis.
Corruption is a bane to the development of a nation. People should look for God fearing
people to manage the economy. Each time there was Military intervention, corruption has
always been one the reasons for overthrowing the government. Voting corrupt leaders and
allowing rigging in election or people’s participation to rig should be discouraged. Such
candidates will lead the country into problem through manipulations if elected.
There should be a focus on how to improve the economy of the nation. If people are
expected to vote, there should be benefit that will serve as incentive to the people. These
should be in form of employment opportunity. Hungry electorates can be easily bought
over. Poor turnout of electorates will be experienced on the Election Day. When the
economy is improved the quality of leaders that will be elected will be different. Besides,
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any misunderstanding can aggravate to a situation where the poor will gather and steer up
crisis against the Rich. It is from the poor that those who are used as Assassins are
employed to kill or terrorise the people.

Education plays a dominant role in sustaining democracy. The type of democracy practiced
in Greece has been greatly improved. The method of voting requires literacy. The Party
Agent to monitor Poll on Election Day should be literate so as to be good Agent of his
party or Candidate. People that are educated will be useful as officials and they will
perform better than those with little or no education. In the election conducted in 2015 and
the one conducted four years earlier in Nigeria, highly educated people were used. Vice
Chancellors of universities were involved and the end result was a successful conduct.
The armed forces are meant to secure the country especially against external aggression.
What has been practiced so far in West African sub region is a different thing. To have a
sustainable democracy in Nigeria, the military should stay off governance and they should
focus on security of the nation. Each time the Military takes - over, what they allege leaders
of and which they say is their reason for coming to power to correct, has been what they
would end up doing. There has always been a promise of returning the government to
democracy but this hardly happens and at times another military government eventually
takes over.

It is very important for the Politicians to imbibe spirit of practicing politics with ideology.
The party manifesto and ideology will help a lot; it unites the members and guides them
on their contract with the people. When they are ruling the people the ‘social contract’
principle will assist the government to make progress. Crossing of carpet is too common
to many of them especially when they lose in an election. Desperate tendency is displayed
with this attitude and it can affect sustainable democracy.

Electronic voting should be properly implemented in Nigeria in order to reduce the problem
encountered during voting and collation of results of votes in Nigeria. There should also
be introduction of CCTV to monitor election at every Polling Booth.
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Abstract: The study investigated the extent of compliance with the Lagos state public procurement law in the
study area. These were with a view to assessing the extent to which the implementation of public procurement
policy has enhanced openness and efficiency among the Ministries, Departments, and Agencies in Lagos
State. The study utilized primary and secondary sources of data. Primary data were collected through
administration of questionnaire and conduct of in-depth interview. The study population of 1,398 comprised
the staff and stakeholders from agency, ministries, construction companies, and civil societies. The
distribution was as follows: Lagos State Public Procurement Agency (100) ministries of Works and
Infrastructure (240); Justice (481); Finance (89); and Housing (110). In addition, Hitech Construction
Company (70); Craneburg Construction Company (69); Planets Projects (64); and Messers (FIDC) 58.
Furthermore, BudgIT (31); Socio-Economic Rights and Accountability Projects (32); Ymonitor (29); and
Coalition Against Corrupt Leaders (25). The study adopted a proportionate random sampling technique of
15%. In the long run, sample of 210 respondents were selected for purpose of questionnaire administration.
Also, two senior procurement officers in the Ministries of Works and Infrastructure, and Housing, with one
senior officer of Lagos State Public Procurement Agency were chosen for in-depth interview. Data collected
were analysed using percentage, mean, regression, and content analysis. The study revealed that the
implementation of public procurement law enhanced compliance among the procuring entities in the area of
professionalism (68.3%), competitiveness (59%), and adjudicatory mechanism (59.9%). The results also
showed a statistically significant relationship in the extent of compliance with the public procurement law
variant (openness and efficiency) and the selected procuring entities with the result of P-value 0.000, and
the chosen a-value of 5%, 0.000<0.05 respectively. The regression indicated multi linear relationship among
the procuring entities and variables of probity, openness, efficiency, N=2.413-0.044P+0.173R+0.212E. The
study concluded that there was low compliance with the Public Procurement Law in the Implementation of
Public Procurement Policy in Lagos State.

Keywords: compliance, procurement, policy, law, openness, efficiency

Introduction

The need for government across the globe to sanitize institutional purchases and
supplies, which gulped large chunk of establishments appropriated budget, and coupled
with the attendant effects on the various activities of procurement expenditure necessitated
the adoption of public procurement policy. Government at various tiers deemed it
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necessary to address the trend through the various rules, regulations, treaties, and
enactment of Law in order to ensure probity, effectiveness, value for money, transparency,
and accountability so as to address sharp practices in public procurement and disposal of
assets. However, despite these regulations and laws; public procurement still continues to
witness hitches especially in most third world countries, where public procurement is
characterised with shoddy practices. Similarly, public investments in physical
infrastructure, institutional and human capacities, which ought to help in laying
foundations for national development has been in a state of despair. Similarly, in the
Western world such as the United States of America and the United Kingdom, public
procurement was guided with the principle of utilitarianism as posited by Mills (1871),
which follows the mathematics of utility as thus: the greatest good for the greatest number
of the people. Public procurement must be for the greatest good of the citizenry, or perhaps,
the taxpayers which is what good governance entails. In addition, citizens’ active
participation in the contract award and implementation was lacking in Nigeria as
procurement was ridden with sharp practices chief among them are the contract inflated
cost, non-budgetary spending, lack of openness, accountability, and transparency (World
Bank, 2000).

Public procurement at different tiers of government faces the problems of shoddy
implementation, lack of competitive bidding among others. The reasons for this is not far-
fetched as procurement in Nigeria is characterized by corruption, lack of value for money,
inefficiency among others as a result of non-enactment of procurement Act, Law, or Bye-
Law which ought to strengthen the budgetary allocation of various ministries, departments,
and agencies (World Bank, 2000). Instead of statute, procurement was guided by financial
regulations, which is a tool of the finance ministry in the award of a contract, and it was
shielded in secrecy. The narratives changed with the advent of the fourth republic in 1999
and coupled with the desire of the federal government to sanitize the procurement process
and the recommendation of the World Bank that was submitted through the Country
Procurement Assessment Report (CPAR). The assessment report prompted the federal
government to enact public procurement Law in order to check the abuse of contract
processes, inflated contract cost, and ensure value for money so as to end the endemic
corruption that characterized the procurement process and which has become a conduit
pipe for siphoning off the public money (World Bank, 2000). The report prompted the
federal government to set up an office called Budget Monitoring and Price Intelligence
Unit (BMPIU) also known as Due Process in 2001, which helps in regularising public
procurement process and assists in promoting transparency and accountability to the
process of contract award for the first time in Nigeria. The BMPIU was to make sure that
due process is followed in the award of contract and there should be value for money. This
gradually replaced the old method of issuing circular for procurement. Subsequently, the
Bureau of Public Procurement (BPP) was set up because of the enactment of the Public
Procurement Act (PPA) 2007, which finally gave constitutional provisions for procurement
process in the country. Since the country operates a federal constitution, the Public
Procurement Act of the National Assembly is not binding on the states. Hence, each of the
states enacts Law that guides the states procurement process in form of domestication of
the Public Procurement Act through the passage of Public Procurement Law by State
Houses of Assembly. Therefore, the enactment and subsequent assent by the Ex-Governor,
Babatunde Raji Fashola of Lagos State, which brought the Lagos State Public Procurement

Issue 28/2023 16



Journal of Public Administration, Finance and Law

Law 2011 into existence. The law came with the establishment of the agency called Lagos
State Public Procurement Agency (LSPPA), which replaced the State Tender Board for
proper implementation of the Law. Section 1 of the procurement Law created the Agency,
while section 2 created the Lagos State Public Procurement Agency Governing Board
(LSPPAGB), which plays a supervisory role over the Agency.

The drive to address the sharp practice in the public procurement as a result of the
lack of public procurement law with clearly defined roles which the state tender board
performs in the award of the contract and the dual functions of the commissioner for
establishment, training, and pension, which also chairs the state tender board in the award
of a contract, and this is often done in a joint session with the State Executive Council
where contracts are awarded to the preferred contractor (Press release Governor’s Office
2012). Previously, the public procurement in the State was guided by Section 121 of the
1999 constitution as amended that stated the procedures for budget appropriation and
various regulations. Section 121 makes provision for budget preparation, appropriation,
and spending. However, the section was silent on the payment of mobilization fee, and this
was performed in line with the whims and caprices of the State Executive Council who
approved contract with little or no objection from the State Tender Board, which was
chaired by a member of the State Executive Council. This subsequently gave room for
various sharp practices. This lacuna was corrected with the establishment of Lagos State
Public Procurement Agency (LSPPA) after the passage and subsequent assent to the Lagos
State Public Procurement Law 2011. This Law clearly stated the objectives, functions, and
powers of LSPPA in the following sections: 8, 9, and 10 respectively. The Law scrapped
the state tenders board and replaced with LSPPA, with separate Head; General Manager,
and to be assisted by directors so as to ensure effectiveness, efficiency, value for money,
transparency, openness, and accountability inter alia.

The Law gave (assigned) for the agency functions and objectives to be carried out
so as to ensure strict compliance by the procuring entities, suppliers, contractors, or
consulting firms. The whole essence of the enactment of the public procurement Law is to
bring transparency, accountability, and fairness into the business of governance through
the acquisition of goods, services, or works for the public. The law made the procurement
processes a constitutional matter that must not be breached, and if it is breached, there are
adequate sanctions for the erring procuring or disposing entities, suppliers, contractors, and
consulting firm to be punished or sanctioned. The enactment of the law, especially in most
third world countries became indispensable as corruption takes precedence over and above
good governance, and where cronyism and favouritism are considered in the award of the
contract. This showed in the rate of flagrant violation of procurement laws, the high cost
of procurement of goods, works, or services, cheaper disposal of government goods, and
non-disclosure of the actual costs of projects among others.

Literature Review

Public Procurement

Countries in the world engage in public procurement in order to engender growth
and development. Public procurement enhances governance as it shows the needs for
having value for public funds spent by people’s representative, which is the government.
Walker and Brammer (2009) posit public procurement as it relates to the taxpayer’s money,
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and the manner in which public entities use the taxpayer's money in acquiring goods,
works, or services. For Walker and Brammer (2009), the efficient and effective use of
taxpayers’ money in order to acquire public goods, lie at the cores of public procurement.
Public procurement should be carried out in accordance with the rules and regulations so
that taxpayers’ money would be judiciously spent and accounted for. World Bank (2003)
posits that public procurement is related to the use of public funds by the government and
its various ministries, departments, and agencies (MDAs). Public procurement is
undertaking on behalf of citizens in order to better their lives via the acquisition of the right
quality and right quantity of goods, services, or public works at the best price, from the
best sources, and with best procedures in accordance with the grundnorm. The World
Bank’s definition of public procurement regards the ground norms as key in the public
procurement process which must not be subverted so as to avoid unbudgeted spending as
against the appropriated funds in the process of acquiring goods, works, or services.

Public Policy

Public policy seeks to achieve the desired goals, which is in the best interest of all
members of a state or country. Public policy is specific and target driven (Torjman, 2005).
Public policy, therefore, is specific on the way and manner in which government performs
its responsibilities which are in form of supplies, works, or services, which are expected to
be carried out effectively, efficiently, and competently so as to get value for money without
compromising the laid down rules and regulations. Dye (1972) argues that public policy is
whatever government chooses to do or not to do. This definition is a clear departure from
Torjman’s definition. In addition, for Dye government action or inaction could be referred
to as public policy while Torjman sees public policy as the action of government so as to
influence or make things happen. It is, therefore, concluded that public policy is an
indispensable act of government, which it is adopted in order to improve upon the standard
of living of the citizens, which makes governance felt across the board rather than action
or inaction as posited by Dye

Theoretical Framework

New Public Management (NPM) theory was the swivel in which the study anchored
on. The choice of NPM theory was because of the involvement of non-state actors in the
implementation of public policies as advocated by Hood (1996) through privatization, the
adoption of separation of policy from the delivery agencies so as to ensure that efficiency
and effectiveness are enshrined, with public-private partnership evolvement. Also, the
theory sees the need for shift from bureaucratic administration of public service to the
professional business-like approach in the same way with private investors, individuals,
and corporate organisation that carry out the implementation of public procurement
policies in order to ensure efficiency, effectiveness, probity, accountability, and openness
which are hallmarks of public procurement law through indirect procurement. The theory’s
relevance is affirmed in the cost of governance in line with a business-like approach, which
prioritizes the need for value for money, contracting out several services, and reduction of
the stiff hierarchical bureaucracy of public service, in the same manner, the private sector
grasps the satisfaction of customers in order to remain in business. The findings of the
study showed that business-like approach for public procurement among the procuring
entities had not been carried out in the professional business-like manner has advocated by
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NPM theorists in the contract award, with emphasis on quality and efficiency of public
service in order to ensure the core of citizens in the public procurement activities and as
well as how taxpayers money were expended. Similarly, the theory argues on performance
through audit, benchmarks, and evaluations which grasps the need to get value for money
expended on the part of either the government or the taxpayers, which is most attainable
where competitiveness is engendered with the importance of making improvement a
continuous strides. The business-like approach management as canvassed by NPM
theorists would have been engendered are they being the Lagos State Public Procurement
Governing Board (LSPPGB) has been constituted, this would have enhanced the procuring
entities procurement through the Lagos State Public Procurement Agency. The changes
become imperative as it affects the mode of operation by the government in the public
sector, which means there is an urgent need to shift from bureaucratic administration to
business-like professional management. Contracts award processes were being undertaken
by government representatives, civil society organisation, and professional in order to
endear competitiveness, transparency, and accountability. The NPM theory also favours
the disaggregation and decentralization of contracts award processes into different MDAs
tender board, which is in line with the constitutional provision of Lagos State Public
Procurement Law this in according to the reorganization of the procurement process in line
with private sector method of acquisition and award of contracts. The approach is adopted
so as to address accountability, waste, and inefficiency that characterized centralized
procurement in the public sector. Private investors through competitive bidding which is
the hallmark of public procurement policy better handle these contracts.

Methodology

This section presents the methodology that was adopted in the study. It further
discussed the methods and techniques that were used in order to achieve the paper’s
objective, with data analysis techniques to test hypothesis. The study was carried out in
Lagos state, southwestern Nigeria. The State was created in 1967, formerly comprised of
the two parts, the Lagos colony, and part of Western Region. It was administered with the
creation of 20 Local Government Area, and with the advent of fourth republic in 1999; the
State government created 37 Local Council Development Area. In order to ensure that
good governance are brought closer to the grass roots, as the State represents a commercial
hub of the country and with its attendant effects on the infrastructures in the state. The
target study population of this study was one thousand four hundred and one (1401), and
this comprised of 1398 respondents and 3 interviewees. This consisted of the top
management level and middle level from GL 07 to GL 17 as the majority of the staff in
these levels determined the procurement plans in each of the ministries that formed the
budgetary allocation for the ministries and agencies of government and which formed
procurement for that financial year. The population comprised Housing 110, Finance 89,
Works and Infrastructure 240, and Justice 481. The top and middle levels of management
in the ministries and agency were considered since they are actively involved in the
procurement process that is, award and implementation. Also, 100 staff from LSPPA in the
GL 07 to GL 17; the construction companies with their senior employees which formed
the respondents are Craneburg Construction Company 69, Planets Projects 64, Hitech
Construction Company 70 and the Messers First Investment Property Company 58. Civil
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Society Organisations; Coalition against Corrupt Leader 25, Socio-Economic Rights and
Accountability 32, BudgIT 31 and Ymonitor 29. The reasons for the selection of these
construction companies were in the number of projects they had carried out in the state in
the past six years for the two administrations under review and the involvement of new
ones by the present administration.

Data Analysis And Interpretaion

Testing of Hypothesis

This section analysed and interpreted the hypothesis formulated for this study. A
regression analysis was used as the statistical tools for testing the hypothesis. The
hypothesis stated that there is no significant relationship between compliance with Lagos
State Public Procurement Law in the variant (probity, openness, and efficiency) and
procuring entities. To test the above-stated hypothesis, data gathered from respondents on
the extent of compliance with public procurement law in the variant (probity, openness,
and efficiency) and procuring entities were standardised into regression analysis and was
subsequently run on SPSS.

Model Unstandardized Coefficients | Standardized t Sig.
Cocfficients
B Std. Error Beta
(Constant) 2413 336 7.178 .000
The public procurement
law has brought probity in -.044 .067 -.053 -.649 517

the procurement process

The ministries compliance
with openness in the 173 080 164 2163 | 032
procurement process has
improved public trust
Procuring entities
compliance with
procurement law has 212 .076 .209 2.799 .006
enhanced efficiency in the
contract execution
a. Dependent Variable: The performance function of the procuring entities complied with procurement law
Source: Fieldwork Analysis, from SPSS, 2019

Interpretation

The regression coefficient table 4.3.1 gives a p-value of 0.000 which is less than
0.05 level of significance, this implies that the model is fit for use as multiple linear
regression. The Table 4.3.1 gives the model as N=2.413—0.044P+0.1730+0.212E where N
is procuring entities and P, O, and E are probity, openness, and efficiency respectively. The
model of the study identifies the strength of the effect of the independent variables of
probity, openness, and efficiency on the dependent variable procuring entities. Whereas,
the probity figure shows a negative relation with the procuring entities, this implies that an
increase in the level of probity process leads to decrease in the procuring entities
performance compliance with the implementation of public procurement law unlike the
openness and efficiency which have positive effect on the procuring entities performance
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compliance with the public procurement law. There is a positive relation in openness and
efficiency with the performance function of the procuring entities in compliance with the
implementation of public procurement law. That is, an increase in the level of openness
and efficiency will lead to an increase in the performance function of the procuring entities
compliance with implementation of public procurement policy respectively. The last
column depicts the significance of each coefficient (the coefficient is significant if p-value
is less than 0.05). From the model both openness and efficiency are statistically significant
since the level of significance is (0.05), and p-value for openness is (0.032) and efficiency
is (0.006) respectively. Therefore, the model is now N=2.413—+0.1730 + 0.212E in
accordance with the statistical significance of the variant tested. The column of the
standardised coefficient gives the relative importance of each variable to the dependent
variable. The importance is ranked base on the absolute value of its standardised
coefficient, in this case the variables in their order of importance is efficiency, openness,
and then probity. It is therefore apposite to infer that the importance of efficiency,
openness, and probity among various variable of public procurement cannot be over
emphasized in the level of compliance with the public procurement law in the various
procuring entities of government. Conclusively, there is statistical significant relationship
between compliance with Lagos State Public Procurement Law variant (openness and
efficiency) and procuring entities.

Extent of Compliance with the Implementation of Lagos State Public Procurement Law
among the Procuring Entities

This part investigated the extent of compliance with the implementation of Lagos
State Public Procurement Law among the procuring entities. In order to achieve this, items
in the research instrument were designed to gather perception of the respondents on the
extent of compliance with the policy. The measurement scale adopted were very large
extent (5), large extent (4), undecided (3), fair extent (2), and less extent (1). The responses
were rated so as to infer the perception of the majority of the respondents regarding the
extent of compliance to the implementation of the Law with very large extent and large
extent were assigned significant while less extent and fair extent were assigned
insignificant. The decision rule is that any responses which are more than 50% are either
significant or else insignificant. The result of the survey showed that compliance with the
implementation of the procurement law has not engendered value for money with an
insignificant level of compliance extent. This position was buttressed by 58% of the
respondents and with a mean value of less than 3 (x=2.49, 6 =1.57). Another finding also
showed the extent of compliance with probity in the implementation of the procurement
law was significant with 56.4% of the respondents. This implies that probity in the
implementation of the procurement law has brought about the needed appreciable level of
confidence in the contract processes. This was further buttressed by (X =3.01, 6 =1.60).
Another variable tested was the level openness in the procurement process. The survey
sought to know the extent of compliance among the ministries and improvement it had
brought to public trust as it relates to contract. The result showed that a significant level of
compliance with openness has been achieved with 54.4% of the respondents that agreed to
the claim. The distribution affirmed this (Xx=3.30, 6 =1.25) with the inference that openness
has had a greater impact in the implementation of the procurement law through the
competitive bidding relatively adopted by the procuring entities. The result of the survey
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also revealed that procurement law has enhanced efficiency in the contract being executed.
71.2% of the respondents agreed with the assertion, with the extent level of being
significant. Therefore, the extent of compliance with the implementation of the
procurement law has significantly enhanced efficiency in the award and implementation
of contract in the state. Also, the distribution result of (X = 3.61, 6 =1.30) acknowledged
this claim.

The performance function of the procuring entities complied with procurement law
was verified here. It was shown from the survey result that their compliance with the
procurmnet law was significant with the respondents level of agreement at a 69.8%. The
result was as well asserted by the distribution of (X = 3.62, ¢ =1.44). In conclusion, it now
suffices to infer that the procuring entities extent of compliance with the implementation
of the procurement law has been huge and significant in the state. The sixth assertion was
to determine if the procurement law has ensured cost-effectiveness. The result of the survey
proved contrary as 55.9% of the responses showed an insignificant level of compliance
with the claim. This was further confirmed by the distribution of (x=2.78, o =1.51). This
result showed that compliance with cost-effectiveness in the contract implementation has
not been adequately adhered to. The respondents rated the extent of compliance with
professionalism in the implementation of the procurement law as significant with 68.3%
most effective responses. This implies that the state of professionalism in the
implementation of the procurement law has considerably and significantly been
impressive. This was further supported by the mean value of 3.46 and a standard deviation
of 1.36 which avowed the views of the respondents.

The responses generated as it regards to the competitiveness in the award of
contract showed that extent of compliance level with competitiveness in the
implementation of the procurement law among the ministries was significant with 58.5%
of the respondents confirmed this assertion, with the distribution of (x=3.34, ¢ =1.58) that
also affirmed the claim. 55% of the respondents rated the appropriated budget and actual
release of a fund as significant in the extent of compliance with the implementation of the
procurement law. This implies that the significant level of compliance with the
procurement law among the ministries has been attributed to the accessibility of funds.
This was further confirmed by the (X = 3.28, o =1.60) which subsequently avowed the
respondents’ views. The extent of compliance with the establishment of adjudicatory
mechanism has been insignificant with 59.9% of the respondents which affirmed this claim
as it concerns different legal issues and cases in the contract implementation in the state.
This was also confirmed by distribution with a mean value of 2.61 and a standard deviation
of 1.31. The conclusion from the above therefore was that the adjudicatory mechanism of
different ministries in conjunction with the Ministry of Justice has been insignificant as it
concerns the implementation of the procurement law in the state.

Table 2 Extent of Compliance with the Implementation of Lagos State Public Procurement Law
among the Procuring Entities (N=202)

Assertions VLE | LE UD | FE LE X c
f f f f f
(%) | (B) | (%) | (%) | (%)
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Compliance with the procurement law 28 48 9 27 90 2.49 | 1.57
engendered value for money (13.9) | (23.8) | (4.5) | (13.4) | (44.6)

Public procurement law brought probity in 38 76 7 13 68 3.01 1.60
the procurement process (18.8) | (37.6) | (3.5) | (6.4 (33.7)

Ministries compliance with openness in 36 78 10 67 11 330 | 1.25
procurement improved public trust (17.8) | (38.6) | (5.0) | (33.2) | (5.4)

Compliance with procurement law enhanced | 53 91 5 33 20 3.61 1.30
efficiency in contract execution (26.2) | (45.0) | (2.5) | (16.3) | (9.9)

The procuring entities complied with public 59 82 3 41 39 3.62 | 141
procurement law (29.2) | (40.6) | (1.5) | (20.3) | (19.3)

Procurement law compliance ensured cost- 38 44 7 61 52 2.78 | 1.51
effectiveness in contract process (18.8) | (21.8) | (3.5) | (30.2) | (25.7)

Compliance with the procurement law 43 95 4 31 29 346 | 1.36

stimulated professionalism in contract process | (21.3) | (47.0) | (2.0) | (15.3) | (14.4)

Compliance with procurement law promoted | 69 49 4 41 39 334 | 1.58
fairness (34.2) | (24.3) | (2.0) | (20.3) | (19.3)
Appropriated budget and actual release of 70 41 8 41 42 328 | 1.60
fund enhanced compliance (34.7) | (20.3) | (4.0) | (20.3) | (20.8)
The agency complied with the procurement 14 61 6 75 46 2.61 | 1.31

law in establishing adjudicatory mechanism (6.9) |(30.2) | (3.0) | (37.1) | (22.8)

Source: Fieldwork Survey, 2018

VLE (very large extent), LE (large extent), UD (undecided), FE ( fair extent), LE (less extent) X (Mean),
and o (standard deviation)

f=frequency, %=percentage

Discussion of Findings

The paper interrogated the extent of compliance with public procurement law
among the procuring entities. The study finding showed that there is a significant
relationship between the compliance with procurement law of variant (probity, openness,
and efficiency) and procuring entities with result of p-value less than 5%; (0.000<0.05).
From the study, it was revealed that the public procurement law variant that has desired
relationship with procuring entities are openness and efficiency. It was concluded from the
result that an increase in openness and efficiency would lead to increase in the of
compliance level by the procuring entities which enhances judicious spending of budget
appropriated and minimum expenditure on frivolities is enhanced so as to achieve the
policy’s target of accountability. This affirmed the work of (Eyaa &Oluko, 2011) on the
need to ensure compliance with efficiency in the public procurement policy among the
procuring entities. It suffices to say that the importance of complying with openness and
efficiency in the procurement process by the procuring entities is the heart and soul of the
government procurement process. That is the procuring entities compliance with minimum
expenditure on materials, time, cost, among others would ensure accountability and
transparency. This is in line with the view of Amayi and Ngugi 2013 who both postulated
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that a government gets more on its commitment if efficiency is complied with strictly in
the course of procurement process. This was further supported by the study with 71.2%
respondents of the quantitative data verified the fact that efficiency drives the ministries’
activities. This is in pact with the finding of Agbesi (2009) where he recommended that
efficiency should be entrenched and sustained in the public procurement process across
ministries, department, and agencies.

The second variant, openness was also impactful as it subsequently had relationship
with the procuring entities as revealed from the model. Also, an increase in the extent of
compliance with public procurement law with the variant openness would have a direct
relationship in the activities of procuring entities. The quantitative finding affirmed this
result with 56.4% of the respondents who agreed strongly. The summary of the finding,
therefore, affirmed the need to embrace openness closely in the procurement process of the
procuring entities so as get value for money expended and to improve people’s confidence
in the procurement process. This result also got literature support from the work of
Dakwanya and Murispshaka (2017) where both discussed extensively on the need to ensure
compliance with openness in the public procurement policy.

Conclusion remarks

The study further showed that the policy objective of efficiency, probity, and
openness among the various procuring entities as to a large extent being achieved, though
with various challenges undermining the implementation of public procurement policy,
which needs prompt consideration. Policy should be formulated which would mandate
audit of account for money expended on all the capital expenditure contracts so as to
strengthen and empower the agency’s activities on how funds were appropriated, released,
and expended as provided for in the appropriated budget. Hence, budget for the previous
year should be audited and published for each of the ministries, departments, and agencies
before the passage of the current year’s appropriation. This would further ensure stricter
compliance with fiscal discipline as envisaged in section 19 of Lagos State Public
Procurement Law 2011 (LSPPL) as well as the provisions of the Fiscal Responsibility Act
2007 respectively
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Abstract: This study examined the effect of interest rate and savings on industrial productivity in Nigeria.
The Ordinary Least Square OLS multiple regression analysis was applied on data from Central Bank of
Nigeria (CBN) Statistical Bulletin in a model where industrial sector output was the dependent variable while
national savings, interest rate INTR and inflation rate INFL were the explanatory variables. The result of
the analysis at 5% level of significance shows that savings exerts a significant impact on industrial output in
Nigeria. The result also showed that interest rate and inflation rate does not have a significant impact on
industrial output in Nigeria. The study concluded that, savings has a significant positive impact on industrial
output while the impact of interest rate and inflation rate on industrial output in Nigeria was positive but
insignificant. It was recommended that there is a need to bridge the widening gap between lending rate and
savings rate to encourage savings to generate needed loanable funds for investment in Nigeria.

Keywords: Interest rate, Savings, Industrial productivity, Inflation

Introduction

The development of a nation hinges significantly on a robust high-technology
industry. The industrial sector holds a pivotal role in shaping economic transformation of
a nation or region. It contributes to expansion in productivity through import substitution,
export expansion, foreign exchange earnings and employment growth (Imoughele &
Ismaila, 2014). Most of the developed and emerging market economies rely heavily on the
industrial sector, which generates the majority of their goods and services due to the
advancement in technology and mechanization. The industry through the multiplier effect
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of productivity in the sector by enhancing growth in other sector of the economy facilitates
economic expansion and prosperity (Tabi & Ondoa, 2011). According to Ogunjobi (2015),
industrial growth or industrialization is a deliberate and consistent amalgamation of
suitable technology, infrastructure, managerial expertise, and other essential resources to
bolster output. Interest rates constitute a pivotal aspect of the financial landscape and a
pivotal instrument of monetary policy. This significance of interest rates emerges from its
role as the cost of capital and the opportunity cost of funds, thereby fundamentally
impacting the economy (Okonkwo & Egbulonu, 2016). It plays a critical role in
determining the efficiency of resources allocation and serves as a demand management
tool to attain internal and external equilibrium thereby fostering economic growth and
development. It facilitates deposit mobilization and credit creation and thereby promotes
economic progress (Ebirigan, 2012). Also, interest rate has a substantial influence on
savings and investment. Savings, as defined by Olusoji (2003), constitutes the after-tax
portion of income not expended on consumer goods. In the context of capital investment,
savings drive output growth. Financial sector institutions like deposit money banks
(DMBs) or commercial banks channel savings deposits, providing interest payments.
Effective savings mobilization necessitates relatively high deposit rates and stable inflation
rates, resulting in a positive real interest rate that incentivizes investors to save from their
disposable income (Ebirigan, 2012).

The drive to achieve sustainable growth and development in Nigeria is facing
challenges including the low savings and investment climate, volatile monetary and fiscal
policies, high and volatile interest rates (Ajudua & Okonkwo, 2015). Despite government
efforts to enhance productivity across sectors through savings mobilisation and the
promotion of investment, interest rates remain volatile, and the desired high investment
levels have not materialized (Oweoye, 2007). Obtaining funds for investment is
challenging in Nigeria, with lending rates significantly surpassing deposit rates (Maiga,
2017). Despite decades of policy adjustments, particularly on interest rate and exchange
rate management, the Nigerian economy has not reaped substantial benefits from these
processes. The broad objective of this study is to examine interest rate, savings and
industrial performance in Nigeria. The specific objectives are to:

Analyze the trend of interest rate, savings and industrial performance in Nigeria

Investigate the effect of interest rate on industrial performance in Nigeria.

Examine the effect of savings on industrial performance in Nigeria.

The policy outcome of this study will of immense benefit to the monetary authority,
commercial bank, investors, government and academia and researchers. To the monetary
authority, the policy outcome of this study will be of an immense benefit as it will shed
light on the implication of the prevailing interest rate on industrial performance. This will
assist them on their effort achieve macroeconomic stability through appropriate policy
framework capable of mitigating against the adverse effect of interest rate instability which
has been recognised as a prominent factor accountable for poor savings mobilization. This
research work will further serve as a guide and provide insight for future research on this
topic and related field for research scholars who are willing to improve it. Hence, the
importance of this study cannot be overemphasized.
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Literature Review

An economy comprises four interconnected sectors: the industrial, external, fiscal
or government, and financial sectors. The real sector encompasses activities such as
agriculture, industry, construction, and services, serving as indicators of living standards
and the effectiveness of macroeconomic policies (Mamman, 2011). The industrial sector
holds strategic significance for several reasons. Firstly, it produces goods and services to
meet aggregate demand, reflecting people's standard of living. Secondly, its performance
gauges macroeconomic policy effectiveness, evaluating policies based on their impact on
welfare-enhancing production and distribution. Thirdly, a dynamic real sector, especially
in agriculture and manufacturing, fosters strong economic linkages and reduces external
sector pressures. Lastly, the industrial sector contributes to capacity building, employment,
and income generation (Anyanwu, 2010).

Keynes defined interest as the compensation for foregoing liquidity for a specific
period (Adebiyi, 2002). Interest rates encompass the return on equity or the opportunity
cost of deferring consumption (Adebiyi, 2002). The different types of interest rate include
saving rates, lending rates, and discount rates. Jhingan (2003), described interest as the
price balancing credit supply, net money increase, demand for credit, and net hoarding.
This underscores interest rates as credit prices determined by supply and demand forces
for loanable funds. Savings, according to Olusoji (2003), denote income not allocated to
immediate consumption, representing deferred consumption. Savings are preserved for
future needs, capital purchases, or financial provisions (Giordano, 1983). The Marginal
Propensity to Save (MPS) or Average Propensity to Save (APS) describes the rate at which
people save, directly linked to the interest rate and investment through capital markets
(Giordano, 1983). Classical economists theorize that interest rates balance saving and
investment, averting inventory overloads. However, Keynes challenged this, asserting that
both saving and investment were unresponsive to interest rates, necessitating significant
interest rate changes to restore equilibrium. Keynes further argued that the short-term
interest rate is determined by the demand and supply of money stocks, enabling saving to
exceed investment, potentially leading to overproduction and recession.

Theoretical Review

The Keynesian liquidity preference theory, put forth by Keynes in his General
Theory, posits that the equilibrium level of interest rates in an economy results from the
interplay between money supply (government expenditure) and money demand (liquidity
preference). In contrast to the Classical Quantity theory, Keynes challenged the notion that
interest rates are merely a reward for saving, contending instead that they serve as an
incentive for relinquishing liquidity. The Keynesian approach retained certain elements of
the quantity theory while reconfiguring others in a novel manner. Concerning the demand
for money, it expanded upon the earlier Cambridge approach and organized its exposition
around the motives for holding money. This categorization eventually culminated in the
contemporary classification of four motives: transactions, speculative, precautionary, and
buffer stock. Moreover, Keynesian emphasis on money as an alternative asset to bonds led
to Friedman's asset-based analysis of money demand, thereby harmonizing this approach
with the classical paradigm. At the macroeconomic level, Keynesian analysis made
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commodity market assessment, founded on consumption, investment, and the multiplier,
an integral facet of macroeconomics. This approach also integrated monetary sector
analysis into the comprehensive macroeconomic model for the economy, hinging on the
previously unknown concept of the multiplier.

The endogenous growth theory, introduced by Paul Romer (Romer, 1993),
constitutes a pivotal element in the developmental theory of developing countries. This
theory posits that sustained growth is determined by the production process itself rather
than external factors (Grandy, 1989). A significant driver of this theory arises from the
neo-classical theory's inability to account for differing rates of economic growth among
countries possessing the same technological level. Modern theory also assumes increasing
marginal returns stemming from the scale of production factors due to external effects on
human capital investment, resulting in enhanced productivity. Growth is contingent upon
savings and investment in human capital (Lucas, 1988), as well as research and
development investments (Mattana, 2004). Furthermore, the theory contends that free
markets may lead to suboptimal levels of capital accumulation in human capital and
research and development. Consequently, governments can enhance resource allocation
efficiency by investing in human capital and encouraging private investment in high-tech
industries.

Empirical Review

In the literature several studies abound linking interest rate and savings to
productivity in industry or investment. For instance, El-Seoud (2014) conducted a study
examining the impact of Real Gross Domestic Product (GDP), interest rate, and inflation
rate on the national saving rate in the Kingdom of Bahrain over the past two decades.
Employing the Augmented Dickey-Fuller unit root test and cointegration analysis, the
research aimed to unveil the long-term relationship among the studied variables. The
findings revealed that Real GDP growth rate exhibited a positive influence on national
saving rate in the short run and demonstrated statistical significance at the 5% level in the
long run. The nominal interest rate demonstrated a positive and significant effect on the
national saving rate at the 1% level in the short run; however, its long-term effect appeared
positive but insignificant. Conversely, the inflation rate, serving as an indicator of
macroeconomic uncertainty, displayed a positive and significant impact on the national
saving rate in both the short and long run.

Similarly, Mudaki, Ojala, Mwangi, Charle, and Kevin (2014) explored multiple
factors influencing lending interest rates and their ramifications on the general economic
performance. The study specifically investigated the impact of international interest rates
on local lending interest rates in Kenya and assessed the effects of budget deficit financing
on lending interest rates. Utilizing annual secondary time series data from 1980 to 2010
from sources like the World Bank, IMF, and government publications, the researchers
employed EVIEWS for parametric analysis including descriptive and inferential statistics.
The investigation involved unit root tests, co-integration tests, and the Error Correction
Model to uncover the model's dynamic behavior. The results unveiled a positive and
significant impact of budget deficit and inflation on interest rates in Kenya, suggesting that
controlling interest rate escalation requires addressing expansionary macroeconomic
policies and curbing budget deficits to mitigate inflationary pressures and structural causes.
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Also, Thaddeus and Anyaogu (2014) explored the intricate nexus between exchange rate,
interest rate, and inflation using autoregressive distributed lag (ARDL) co-integration
analysis. The study sought to ensure exchange rate stability through a structurally linked
relationship between interest rate and inflation volatility. Analyzing historical data from
Nigeria (1971-2010), the study established a significant short-term and long-term positive
correlation between inflation and exchange rate. In contrast, the relationship between
interest rate and exchange rate was negative but insignificant. The study underscored the
necessity for collaborative efforts by monetary authorities to minimize periodic inflation
variations for achieving exchange rate stability.

In another study, Samuel and Peters (2014) investigated how interest rates
influenced the profitability of deposit money banks in Nigeria. Their research spanned
thirteen years (1999-2012) at the aggregate country level and employed multivariate
regression analysis under an econometric framework. The Augmented Dickey and Fuller
unit root test results determined the series' stationarity. The estimated results demonstrated
that Maximum lending rate, Real Interest rate, and Savings deposit rate exhibited negative
and significant impacts on the profitability of Nigerian deposit money banks, measured by
return on assets, at the 5% level of significance. Additionally, Real interest rate had a
negative and significant relationship with Return on Equity at the 8% level of significance.
However, the study found no significant association between interest rate variables and Net
Interest Margin of Deposit Money Banks. Similarly, Akinlo and Lawal (2015) delved into
the impact of exchange rate on industrial production in Nigeria from 1986 to 2010.
Utilizing the Vector Error Correction Model (VECM), the study confirmed the existence
of a long-term relationship between industrial production index, exchange rate, money
supply, and inflation rate. While exchange rate depreciation exhibited no immediate impact
on industrial production in the short run, it manifested a positive impact in the long run.
Furthermore, money supply emerged as a significant determinant, explaining a substantial
proportion of the variation in industrial production in Nigeria.

Anigbogu, Okoli, and Nwakoby (2013) investigated the impact of financial
intermediation on the performance of Small and Medium Enterprises (SMEs) in Nigeria.
Employing the Ordinary Least Square (OLS) econometric model, the study explored
variables such as financial intermediation, commercial bank loans, bank lending rate,
exchange rate, and monetary policy. The results unveiled a positive and significant
influence of all variables, except for bank interest rate to SMEs, on small and medium
enterprises' performance in Nigeria. Also, Zacheus, Opafunso, Omoseni, and Adepoju
(2014) conducted a study on the impact of SMEs on the Economic Development of Ekiti
State (2006-2013). Employing a survey research design, data was collected from 150
respondents representing various SMEs across 16 local government areas. The study tested
three null hypotheses related to the effects of SMEs on poverty reduction, employment
generation, and improvement in the standard of living in Ekiti State. Statistical Package for
Social Sciences (SPSS) and Chi-square analysis were employed, and the results indicated
a positive and significant relationship between SMEs and poverty reduction, employment
generation, and improvement in the standard of living. The study also revealed a substantial
increase in the number of SMEs in the state between 2009 and 2013.
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Methodology

This study adopts the ex post factor research design. This research design is so

selected because it is a quasi-experimental research design particularly useful in examining
how an independent variable, present prior to the study in the participants, affects a
dependent variable. The quantitative aspect of this study was carried out using graphical
presentations, descriptive statistics and the estimated parameters of the model for the study
generated from the results.
The model specification used in this research followed the model of Romer (1986), which
was established due to the weakness of the Solow growth model. The production function
under the Solow growth model implies that Y =f(K, L) , where technology is exogenously
determined. The Romer model is different as technology which is seen as energy, is an
endogenous variable. Romer takes investment in research technology as endogenous factor
in terms of the acquisition of new knowledge by rational profit maximization firms. His
aggregate production function of the endogenous theory is as follows:

Y =f(A,K, L) (1)

Where: Y= aggregate real output; K= stock of capital; L= stock of labour; and A=
Technology (or technology advancement). Adopting this model, Y or the aggregate real
output is used as a proxy for Industrial output growth is expressed as a function of capital,
labour employed, energy disaggregated into electricity generation and consumption.

In order to examine the relationship between interest rate, savings and industrial
productivity, the Romer model is modified in line with the study conducted by Bennett,
Anyanwu, and Kalu (2015) on the effect industrial development on the Nigeria’s economic
growth where Gross Domestic Product at current basic price was the dependent variable
while industrial output growth, total savings, foreign direct investment and inflation rate
were the explanatory variables. In the present study, economic growth proxy by real Gross
Domestic Product is the dependent variable while industrial output, foreign direct
investment and inflation rate are the explanatory variables. The functional relationship
among the variables is specified as follows:

IOU = (NS, INTR, INFR)......coiiii (1)
For the purpose of estimation, equation (1) can be expressed as:
IOU =0+ BINS + B2 INTR + B3INFR+Ut.......coviiiiiiiiiina, (2)

Where:
I0OU= Industrial Output
INTR= Interest rate
NS= National savings
INFL = Inflation rate
Ut =Stochastic error term at time t.
The theoretical expectations of the least square regression model analysis
require that the relationship between interest rate and industrial output should be negative.
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1.e0IOU/OINTR<0; A positive relationship is expected between national savings and
industrial output. i.e JIOU/ONS>0; and inflation rate in line with economic theory is
expected to have a negative impact on and industrial output. i.e JIOU/0IBFL<0

This study used secondary annual time-series data for the period of 1981 to 2016
collected from the Central Bank of Nigeria Statistical Bulletin and World Bank
Development Index. The choice of the period was inform by the need to cover the period
for which data on rural area is available for Nigeria and to ensure that the period of
observation is large enough to ensure that the estimates of the model approach a normal
distribution such that they closely approximate the true parameters. The Ordinary Least
Squares (OLS) approach is employed in this study in the estimation. The choice of OLS as
the estimation technique was based on the fact that the technique is easier to use and also
has all the computing power required. Another main reason why the OLS was selected is
that OLS results have desirable characteristics. A desirable attribute of any estimator is for
it to be a good predictor. The study also adopts the following methods of evaluation for
analysis and the estimates. The estimated model of this study is evaluated using based on
a priori criterion, statistical test, Jarque-Bera test for normality, the test for multicorrelation
and trend analysis using the line graph.

Results and Discussion

This section presents the analysis and interpretations of the regression result
estimated from the model. The scope of the analysis trend across 1981 to 2016 and the
result generated from the econometric estimation of the model facilitated through the use
of econometric view (E-Views 9) is presented below:

Table 1 Regression Result

Variables Coefficient Std. Error T-value T-Prob

NS 0.667173 0.111921 5.961095 0.0000

INTR 1.094792 0.844829 1.295874 0.2024

INFL 0.124297 0.283829 0.437929 0.6638

Constant 0.860678 1.591383 0.540836 0.5916
R-Squared 0.75
Durbin Watson Statistics 1.552

Source: Author, 2020

Table 1 shows that in terms of direction national savings conforms to a priori
expectation on the estimate. While interest rate and inflation failed to conform with the
prediction of economic theory on the estimates. This result suggests that savings exerts a
positive impact on industrial performance in Nigeria. The coefficient of savings (0.667173)
shows that a one percentage increase in savings will on the average bring about
approximately 67% increase in industrial output in Nigeria. The coefficient of interest rate
INTR (1.094792) shows that a one percent increase in interest rate will on average bring
about approximately 109% increase in industrial output in Nigeria. The coefficient of
inflation (0.124297) shows that a one percent increase in inflation rate will on average
bring about approximately 12% increase in industrial output in Nigeria.

The above result shows that among all the explanatory variables, savings (2
=0.667173, t=5.961095, P<0.05) is the only variable that exerts a significant impact on
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industrial output in Nigeria. Interest rate (B2 =1.094792, t=1.295874, P>0.05) and inflation
rate (B2 =0.124297, t=0.437929, P>0.05) does not have a significant impact on industrial
output in Nigeria. By and large, savings has a significant impact on industrial output in
Nigeria.

Summary, Conclusion, and Recommendation

This study examines the effect of interest rate and savings on industrial productivity
in Nigeria using annual time series data from 1981 to 2016. The study specifically, analyze
the trend of interest rate, savings and industrial performance in Nigeria, investigate the
effect of interest rate on industrial performance in Nigeria, examine the effect of savings
on industrial performance in Nigeria. In the analysis, the Ordinary Least Square OLS
multiple regression analysis was adopted for the estimation of the regression model
formulated. The data for the analysis of the model were collected from Central Bank of
Nigeria (CBN) Statistical Bulletin and National Bureau of Statistics. In the model,
industrial sector output was the dependent variable while national savings, interest rate
INTR and inflation rate INFL were the explanatory variables. The result of the analysis at
5% level of significance shows that savings (B2 =0.667173, t=5.961095, P<0.05) exerts a
significant impact on industrial output in Nigeria. The result also showed that interest rate
(B2 =1.094792, t=1.295874, P>0.05) and inflation rate (B2 =0.124297, t=0.437929,
P>0.05) does not have a significant impact on industrial output in Nigeria.

From the result, it was concluded that, savings has a significant positive impact on
industrial output in Nigeria. While the impact of interest rate and inflation rate on industrial
output in Nigeria was positive but insignificant. Based on the findings, the study
recommended that the need to encourage savings through education and incentives to boost
funds available for industrial development. Government and policy makers need to align
monetary policy, including interest rates, to support industrial growth. Finally, there is need
to strengthen supply chain management to mitigate the impact of inflation on industrial
output.
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Table 2 Relevant Data

YEAR 10U (N’million) NS (N’million) INTR INFL

1981

6,603.25 23801.3 10.00 21.42

1982

6,272.83 29651.2 11.75 7.16
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1983 5,264.88 37738.2 11.50 23.22
1984 5,621.18 10988.1 13.00 40.7
1985 6,379.60 12521.8 11.75 4.7
1986 6,234.41 13934.1 12.00 54
1987 6,135.33 18676.3 19.20 10.2
1988 6,474.98 23249 17.60 56.0
1989 7,100.76 23801.3 24.60 50.5
1990 8,531.59 29651.2 27.70 7.5
1991 8,094.63 37738.2 20.80 12.7
1992 8,170.47 55116.8 31.20 44.8
1993 8,122.08 85027.9 36.09 57.2
1994 7,917.40 110966.8 21.00 57.0
1995 7,985.54 108490.3 20.79 72.8
1996 8,450.31 134503.2 20.86 29.3
1997 8,561.92 177648.7 23.32 10.7
1998 8,515.83 200065.1 21.34 7.9
1999 8,031.92 277667.5 27.19 6.6
2000 8,808.65 385190.9 21.55 6.9
2001 9,351.86 488045.4 21.34 18.9
2002 9,061.67 592094 30.19 12.9
2003 10,893.91 655739.7 22.88 14.0
2004 11,418.60 797517.2 20.82 15.0
2005 11,674.74 1316957 19.49 17.8
2006 11,481.76 1739637 18.70 8.2
2007 11,332.36 2693554 18.36 54
2008 11,068.22 4118173 18.70 11.6
2009 11,353.42 5763511 22.90 12.4
2010 12,033.20 5954260 22.51 13.7
2011 12,874.25 6531913.009 22.42 10.8
2012 13,028.05 8062901.347 23.79 12.2
2013 13,014.51 8656124.802 24.94 8.5
2014 13,791.25 12008210.00 25.80 8.0
2015 13,319.13 11418405.55 26.96 9.0
2016 12,062.05 12118210.00 18.5 10.5

Source: Central Bank of Nigeria Statistical Bulletin, Vol. 27, 2017

m This article is an open access article distributed under the terms and conditions of the

Creative Commons Attribution - Non Commercial - No Derivatives 4.0 International License.
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