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Abstract

This study develops comprehensive full-sector macro-econometric models for the
Nigerian economy with the aim of explaining and providing a long-term solution for
the persistent growth-poverty divergence experienced by the country. The models are
applied to testing the hypothesis of existing structural supply-side constraints versus

demand-side constraints impeding the growth and development of the country.

Structural inadequacies have been the major setback to the achievement of the
developmental objectives in the Nigerian economy. The last four decades has revealed
several macroeconomic instabilities that hinder much improvement in the
performance of the economy. Much of these structural inadequacies have been
blamed on the persistent poor governance experienced by the country over the years.
The poor political leadership and instability, corruption and the mismanagement of
the oil resources have halted an appropriate and sound economic policy that should

have alleviated poverty among the majority of the population.
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A review of the historical performance of the Nigerian economy reveals significant

N
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socio-economic constraints as the predominant impediments to high and sticky levels
of poverty in the economy. As such, a model of the Nigerian economy suitable for
policy analysis needs to capture the long-run supply-side characteristics of the
economy. A price block is incorporated to specify the price adjustment between the
production or supply-side sector and real aggregate demand sector. The institutional
characteristics with associated policy behaviour are incorporated through a public and
monetary sector, whereas the interaction with the rest of the world is presented by a

foreign sector, with specific attention given to the oil sector.

The models are estimated with time-series data from 1970 to 2006 using the Engle-
Granger two-step cointegration technique, capturing both the long-run and short-run
dynamic properties of the economy. The full-sector models are subjected to a series of

policy scenarios to evaluate the various options for government.

It is evident from the policy options assessed in this study that there is a need for an
improvement in the quality of government spending. Fiscal policy expansion should
tend towards increasing the component of government expenditure that will lead to
sustained growth and also an improvement in the standard of living of the citizens. In
order to be able to reap the benefits of a positive external shock, there is a need to
increase the level of competitiveness and the productive capacity of the country.
Investment in basic infrastructure such as power and roads is very crucial at this stage
of the Nigerian economy.

There is an urgent need to refocus the government role in certain critical areas of the
economy. Government institutions need to be strengthened by improving the
coordination that exists within the government structures. The political environment
needs to be more secure in order to attract more private investment. The maintenance
of public order, ensuring property rights, a sound regulatory structure and also
creating a framework that will increase the provision of public goods and services and
the maintenance of infrastructure are urgent elements required in order to achieve the

set macroeconomic objectives.
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