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ABSTRACT

Thisarticleextendspreviousempirical studiesonservice-industrial sector interactionsand their
impactongrowth.ItprovidesevidencefromquarterlytimeseriesdatausingOLS,from2010to2016
toaccountfornewsubsectorsintroducedfrom2010followingtherebasingoftheNigerianeconomy.
Thearticleemploysadisaggregatedmodeltocapturetheindividualproductivitiesofsubsectors.
Seriesstationaritywasdeterminedwith theADFandPPtest, thereafterJohansentechniquewas
applied.Theresultsindicatethatwhilebothservicesandtheindustrialsectorcontributedsignificantly
totheeconomicgrowth(GDP)ofNigeria,somesubsectorsi.e.publicadministration,professional,
scientificandtechnicalservices,transport(road,rail,pipeline,air,water),utilities(electricity,gas,
andwatersupply,sewage,wastemanagement)werefoundtobedeficient.Finally,thisarticledraws
somepolicyimplicationstofurtherstrengthentheserviceandindustrialsectorssoastomaximise
thepotentialsthereinthroughtheprescriptionofsector-specificpolicies.
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1. INTRodUCTIoN

Theservicesector iscurrentlywitnessingan impressiveexpansionwhilecontributingpositively
to theGrossDomesticProduct(GDP)ofseveralcountries.Onewayinwhichtheservicesector
drivesgrowthinthefastestgrowingeconomiesoftheworldisthroughitsimpactontheindustrial
sector.Thisgrowthtrajectoryhasbeentermed“services-led”industrialisation,orevena“services
revolution”(GordonandGupta,2004).Thisrapidgrowthoftheserviceeconomyhasgenerateda
lotofinterestinthestudyofservice.Theseservice-relatedeconomicactivitiesforthedeveloped
countriesaccountforover75%oftheirgrossdomesticproduct,asserviceorientationalsobecoming
increasinglyevidentindevelopingeconomiesaswellMasudetal(2018).

Thesector’sshareofGDPamountedto40%inUganda,50%inZambia,over60%inKorea
andBraziland80%intheUSinthemid-1990s(WTO,1997).EvidencefromIndiashowsthatthe
dynamismoftheservicesector,particularlyinformationtechnology(IT)andITenabledservices
(ITES),hasresultedinanunprecedentedandrapidgrowth(averagingover6percentsince1992),
butalsoahighcontributionwithover60percentfromservices(Hansda,2001).
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Since the rebasing of GDP in 2014, the Nigerian economy became the largest economy in
Africa,withaGDPofN80.2trillion(NBS,2015).1Asaresultoftheexercise,certainsectors,ofthe
economywhichhadbeenpreviouslyunderestimated,turnedoutwithimpressivecontributions.For
instance,contributionfromtelecommunicationsincreasedfrom0.89%to8.69%,servicesincreased
from29.04%to51.59%andmanufacturingincreasedfrom1.9%to6.83%,similarly,servicessector
contributedthelargestshareofrealGDPinthefirstquarterof2014.TheshareamountedtoN8,
181,239.94millionor52.99%(NBS,2015).TheseincreasesinGDPstemfromtheincreaseinthelist
ofeconomicactivitiesfrom32to42.Thisincreasewasoccasionedbytheinclusionofnewsectors
suchasart,entertainmentandrecreationespeciallymusicandthe“Nollywood”filmindustry2,food,
beverageandtobacco,electricalandelectronicsector,motorvehicleandassembly,etc.

Consequently,thenationislookingtowardsrevampingtheservices,industrial,entertainmentand
othersectors,whichhasemergedintherecenttimesasasectorwithhugepotentialsforGDPgrowth
andemploymentgeneration.Thestrategiestoachievetheaboveobjectivehavebeenclearlyspeltout
intheEconomicRecoveryandGrowthPlan(ERGP),2017.Inthelightoftheabovebackdrop,the
paperseekstoinvestigatetheinteractionsthatexistbetweentheservicesandindustrialsectors.In
thecourseoftheanalysisthefollowingquestionswillbeaddressed:

1. HowhavetheservicesandindustrialsectorsinNigeriaperformed?
2. WhatisthedirectionofcausalitybetweenservicessectorinNigeriaandtheindustrialsector?
3. Whatimpactdoestheservicesandindustrialsubsectorshaveongrowth?

Thestudy isstructured intosixsections.Following this introduction,section twopresentsa
robustsurveyandreviewoftheliteratureontheroleofservicesectorinthedriveforindustrialisation
andeconomicgrowth.Sectionthreedwellsonthetheoreticalframework,andsectionfourwillbe
concernedwiththemethodologyforthestudy.Estimationandempiricalanalysisarethefocusof
sectionfive,whilesectionsixprovidessummaryconclusionandrecommendationforthepaper.

2. LITERATURE REVIEw

Thereisagrowingempiricalliterature,whichsuggeststhatservicesdrivesindustrialgrowthand
globalisation,throughreducedtransportcost,propelledbythedynamicnatureofinformationand
communicationtechnology.Thiswindowofopportunityprovidedbymodernservicesanditlinkages
withtheindustrialsectorhasbeenidentifiedasadriverforgrowthindevelopingcountries(Jensen
etal.2005;GhaniandKharas2009;GhaniandConnell,2014;AimirapuandSubramanian,2015;
Yusuf,2015;Khannaetal.,2016).

However,otherauthorshaveleanedontheoreticalmodels,intheirdiscussionoftheinteraction
betweentheserviceandindustrialsectors.Theseauthorshaveembracedthetraditionaldevelopment
paradigmof“agriculturetomanufacturing(industrial)toservices”(Kuznets1959;Kaldor,1966;
packandWestphal,1986).Theyconsidermanufacturingascentraltomodernityandalsonecessary
forsustainedproductivitygrowth(Singh,2008).

Observably,twomajorviewscanbegleanedfromtheliterature.Thetheoreticalliterature,places
emphasisonthemanufacturingsectortoinducethe“takeoff”oftheservicesector,whiletheempirical
literatureisofthepositionthattheservicesectoristheenginethatimpactsontheindustrialsector.
Inanutshell,while,severalstudiesagreethatboththeserviceandindustrialsectors,areimportant
foreconomictransformation,aconsensusisyettoemergeastothedirectionofcausation.

2.1. Theoretical Review
Duringthelastfivedecades,varioustheorieshaveevolvedtoexplainthegrowthofeconomies.These
includetheRamsey’sgrowththeoryin1928,theHarrodandDomarsavingandinvestmentgrowth
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