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THE NIGERIA STRATEGY SUPPORT PROGRAM (NSSP) 

 
ABOUT NSSP 
 
The Nigeria Strategy Support Program (NSSP) of the International Food Policy Research Institute (IFPRI) 
aims to strengthen evidence-based policymaking in Nigeria in the areas of rural and agricultural 
development.  In collaboration with the Federal Ministry of Agriculture and Water Resources, NSSP 
supports the implementation of Nigeria’s national development plans by strengthening agricultural-sector 
policies and strategies through:  
 

 Enhanced knowledge, information, data, and tools for the analysis, design, and implementation of 
pro-poor, gender-sensitive, and environmentally sustainable agricultural and rural development 
polices and strategies in Nigeria;  

 Strengthened capacity for government agencies, research institutions, and other stakeholders to 
carry out and use applied research that directly informs agricultural and rural polices and 
strategies; and  

 Improved communication linkages and consultations between policymakers, policy analysts, and 
policy beneficiaries on agricultural and rural development policy issues. 

 
 
ABOUT THE REPORT 
 
The Nigeria Strategy Support Program (NSSP) reports either contain preliminary results or support 
ongoing research.  They are circulated in order to stimulate discussion and critical comment. 
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Introduction  

To understand how different sectors in an economy interact with each other, economy-wide 
analyses, such as the computable general equilibrium (CGE) model, are often required. The 
database of a CGE model is usually the Social Accounting Matrix (SAM), which is designed to 
capture the micro and macroeconomic structure of the economy.  A SAM provides a snapshot 
of the economy by showing the circular flow of income and expenditure, usually for a given year. 
It also sheds light on the activities of different economic agents by describing the 
interrelationships between firms, farms, households, investors, and the external sector. While a 
SAM is usually constructed for a country as a whole, it can also be constructed at the 
subnational level in cases in which a state or region is the focus. A national SAM can also 
include disaggregated subnational economic activities and can be organized geographically 
according to a country’s administrative or economic regions.  The level of regional and sectoral 
disaggregation in a SAM depends on its purpose and the availability of data.   

The 2006 Nigeria SAM was built for the dynamic CGE (DCGE) model that examined the 
agriculture growth and investment options for reducing poverty in the country.  This report 
provides a detailed description of this SAM, while the DCGE analysis using the SAM can be 
found in Diao et al. (2010). In the next section, the overall structure of the SAM and its 
components are presented following the technical guide by Breisinger, Thomas, and Thurlow 
(2009). Next, a detailed discussion of the 2006 Nigeria SAM accounts is provided. The SAM is 
contained in the Excel file that accompanies this report.   

The SAM Structure  

A SAM is organized into a square matrix with multiple accounts that include activities, 
commodities, and economic agents. Each cell in the matrix represents the flow of economic 
activities in monetary terms from a column account (expenditure or outflow) to a row account 
(income or inflow) (Table 1). For example, household consumption indicates a flow of funds 
from households to commodity markets. Following the double-entry accounting design, total 
revenue equals total expenditure, which means that the total of each account’s column and row 
are equal. This equality is also referred to as the SAM “being balanced”.  

Activities and Commodities 

In a SAM, the “activities” account differs from the “commodities” account. As Breisinger, 
Thomas, and Thurlow (2009) noted, activities are the entities, such as domestic firms and farms 
that produce goods and services, while commodities are those goods and services produced by 
activities (Table 1). To produce commodities, the activities employ raw materials that are 
available in the domestic market as intermediate inputs, in combination with factors of 
production such as labor, land, and capital. The activities pay owners or suppliers of factors, 
such as households (wages and rents [R5-C4]), government (profits [R7-C4]), and the rest of 
the world (payment to foreign capital [R10-C4]. The profits of the firms or farms can also be 
treated the same way as payment to hired factors (e.g. labor [R6-C4]). By definition, the column 
sum of these payments [C4] is the country’s GDP at factor cost and is equal to the sum of factor 
incomes [R4-C1].  



 
 

Table 1. The basic structure of a SAM 

Activities         Commodities  Transaction 

costs               

Factors Households Firms Government Taxes Savings and 

investment

Rest of the world Total

C1 C2 C3 C4 C5 C6 C7 C8 C9 C10
Activities           Domestic 

supply

Gross output

R1
Commodities  Intermediate 

demand

Transaction 

costs

Household 

consumption

Government 

consumption

Investment 

demand

Exports Total demand

R2
Transaction 

costs                  

Transaction 

costs

Transaction 

costs
R3
Factors                Factor 

incomes

Factor income

R4
Households     Wages, rent Profit income Transfers to 

households

Foreign remittances Household 

income
R5
Firms Profits Firm income

R6
Government Government 

share of profits

Direct and 

indirect taxes

Net government 

income from abroad

Government 

income
R7
Taxes                  Production 

taxes

Consumption 

& import taxes

Personal 

income tax

Company 

income tax

Taxes

R8
Savings and 

investment

Household 

savings

Government 

savings

Current account 

balance

Total savings

R9
Rest of the 

world                  

Imports Payments to 

foreign capital

Foreign exchage 

outflow
R10
Total Gross output Total supply Transaction 

costs

Factor income Household 

expenditure

Firms 

expenditure

Government 

expenditure

Taxes Total 

investment 

Foreign exhange 

inflow

In
co

m
e 

ro
w

s

Expenditure columns
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Similarly, intermediate demand is a payment from activities to commodities for the goods 
and services in the domestic market used in the production process [R2-C1]. Firms or farms 
also pay production tax (indirect tax) to the government [R8-C1]. Adding together the 
intermediate inputs [R2-C1], factor incomes [R4-C1], and production taxes [R8-C1] gives the 
gross output.  

The “commodities” account represents the total domestic and imported supply of goods and 
services available in the economy at market prices. The domestic supply [R1-C2] captures 
the flow of domestic production from commodity to activity accounts and its value should be 
equal to gross output, i.e. the sum of column C1. The cell “imports” [R10-C2] describes the 
value of import at the world market price measured in domestic currency. The taxes imposed 
on commodities, such as consumption- and import-related taxes (import duty and levies), 
[R8-C2]) are also included in this account. The account is also set up to obtain the difference 
between the farm or firm gate price and the market price that consumers pay for a particular 
commodity. Such mark-up price or market margin is represented by the transaction cost [R3-
C2] and is equal to the total of the column “transaction costs” [C3].   Although transaction 
costs are not defined as a specific economic activity in a SAM, they must be fully captured in 
the double-accounting system to assess their magnitude with respect to the economy and 
the possible implications for economic outcomes.  

Aside from the intermediate inputs for production [R2-C1], the total demand for commodities 
consists of household consumption spending, [R2-C5] government [R2-C7], investment 
demand [R2-C9], and export demand [R2-C10]. These sources of demand make up the 
commodity row [C2] and represent the payments by the different entities for commodities. As 
mentioned by Breisinger, Thomas, and Thurlow (2009), the commodity row and column 
accounts on their own are sometimes referred to as the “Supply-Use Table,” or the total 
supply of commodities and their different kinds of uses or demands.  

A SAM can consist of different activities and commodities. Activities can be divided into 
agriculture, manufacturing, and services. If data is available and the analysis requires it, the 
SAM can contain more highly disaggregated activities. For example, a SAM for a 
manufacturing-focused study can also include textiles, beverages, and paint, among others, 
as sectors. The 2006 Nigeria SAM, which will be discussed later, is designed for agriculture 
policy analysis and thus includes a large number of agricultural subsectors.  

Domestic Institutions 

In addition to tracing the income and expenditure flows of activities and commodities, the 
SAM also documents information on different institutional accounts, such as households and 
government (Breisinger, Thomas, and Thurlow 2009). As mentioned earlier, because 
households are usually the ultimate owners of the factors of production, they receive income 
earned by factors during the production process in the form of wages and rent [R5-C4]. 
Households also receive profit incomes from firms [R5-C6], and transfer payments from the 
government such as pensions and social security [R5-C7], and from the rest of the world 
[R5-C10], in the form of remittances and gifts.  Households use their incomes to purchase 
commodities [R2-C5] and pay direct taxes to the government [R8-C5]. The remaining 
income is then saved (or dis-saved if expenditures exceed incomes) [R9-C5] (Breisinger, 
Thomas, and Thurlow 2009).  

The government mainly derives its revenues from direct and indirect taxes [R7-C8], profits 
from factors of production [R7-C4], and transfer payments from the rest of the world such as 
returns to foreign investments, foreign grants, and development assistance [R7-C10]. The 
government then spends its revenues to pay for its spending [R2-C7] and transfers to 
households [R5-C7]. The difference between total revenues and expenditures is the 
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government savings (or deficit, if expenditures exceed revenues) [R9-C7] (Breisinger, 
Thomas, and Thurlow 2009).  

The “firms” account is included in the institutional accounts for the Nigeria SAM. Firms are 
often highly aggregated in a SAM and are treated as intermediate agents; that is, firms 
transfer the profits that they earn [R6-C4] to households [R5-C6] and other agents such as 
the government (in the form of taxes [R8-C6]). Hence, the “total” column total of the firm 
account, representing the firm’s expenditure [R6], is equal to the “profits” cell [R6-C4].  

Savings, Investments, and the Foreign Account  

The “savings and investment” account captures the sources of savings that are used to 
finance domestic investments. Savings in the economy are classified into domestic and 
foreign savings. Domestic savings include savings from households [R9-C5] and the 
government [R9-C7] as mentioned above. Foreign savings [R9-C10] reflects the status of a 
country’s current account balance.  

If a country’s current account is in deficit, it implies that foreign outflows (import payments 
and other types of payments going abroad) are greater than foreign inflows (foreign 
exchange earned from exports and other types of income received from abroad). This also 
implies that a country’s total expenditure (in terms of final consumption and investment 
demand) is greater than the country’s total income. Such a gap between income and 
expenditure in the SAM is filled by foreign savings, which is equal to the difference between 
total domestic savings ([R9-C5] + [R9-C7]) and investment demand [’Total’-C9]. On the other 
hand, it is also possible for a country’s total income to exceed its total expenditure in 
instances where the country’s current account is in surplus. In this case, foreign savings 
becomes negative.  

The foreign account, which is often called the “rest of the world” account in a SAM, 
summarizes the economic interactions between the country and other economies in the 
world. International trade is captured in the interaction between the “commodities” account 
and this account by tracing the import payments [R10-C2] and export earnings [R2-C10]. It is 
also possible for a country to have interactions between the foreign account and the “factors” 
account if some capital employed in domestic production is owned by foreign companies as 
in the case of oil production in Nigeria. Capital income earned by the foreign companies that 
operate in the country is captured as an outflow from the factor account to the rest of world 
[R10-C4]. Thus, import payments [R10-C2] and payments to foreign capital [R10-C4] 
comprise total foreign outflows. On the inflow side, the SAM also captures the net remittance 
received by Nigerian households from abroad [R5-C10] and the foreign income/grants 
received by the government [R7-C10]. Together with export earnings [R2-C10], these three 
accounts form total foreign inflows.  

  

2006 Nigeria SAM  

This section discusses the specific cell entries of the SAM constructed for Nigeria and 
provides the sources of the data. The Nigeria SAM represents the economy in 2006, the 
most recent year for which sufficient data are available. The data used to build it were 
obtained from publications of the National Bureau of Statistics (NBS), the Central Bank of 
Nigeria (CBN), and the Federal Ministry of Agriculture and Water Resources (FMAWR).  
Data from an earlier SAM developed by UNDP (1995) representing the country’s economy in 
1989 are also used. Nigeria as a whole is the geographic level of analysis because the 
issues analyzed are national in scope and not exclusive to any subnational unit. The SAM 
was built following the International Food Policy Research Institute (IFPRI) standard format 
(Lofgren, Harris, and Robinson 2001). 
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Because a typical SAM requires data from various sources, the incomes and expenditures 
are unlikely to be balanced or consistent. This is due to differences in the definitions of 
economic variables used in different datasets, as well as errors in measurement. Several 
methods can be used to make the data consistent and balance the SAM. For the Nigeria 

SAM, the cross-entropy estimation method documented in Robinson and McDonald (2005) 
is used. In the balancing process, adjustments are often made to the raw data obtained from 
different sources to ensure that each of the account’s row and column totals are equal. This 
is carried out under the overarching principle that a SAM is meant to reflect the structure of 
the economy as accurately as available data permit. The balanced SAM for Nigeria is shown 
in Table 2 in which the value of each of the cell entries is in trillion Naira. Similar to Table 1, 
the cell entries are identified as row-column combinations.  



6 

 

Table 2. 2006 Nigeria aggregated SAM (current trillion Naira) 

Activities         Commodities  Transaction 

costs               

Factors Households Firms Government Taxes Savings and 

investment

Rest of the 

world

Total

C1 C2 C3 C4 C5 C6 C7 C8 C9 C10

Activities            26.87         26.87

R1

Commodities  6.81  0.68  12.79  3.72  0.98 7.84 32.81

R2

Transaction 

costs                   0.68         0.68

R3

Factors                19.91          19.91

R4

Households        11.29  2.63 0.17   1.36 15.45

R5

Firms    4.87       4.87

R6

Government    2.76    2.8  0.21 5.77

R7

Taxes                  0.15 0.3   0.13 2.23     2.8

R8

Savings and 

investment     2.54  1.88   -3.44 0.98

R9

Rest of the 

world                   4.97  0.99       5.96

R10

Total 26.87 32.81 0.68 19.91 15.45 4.87 5.77 2.8 0.98 5.96  

Expenditure columns

In
co

m
e 

ro
w

s

 
Source: 2006 Nigeria SAM results. 
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Factor Incomes  

[Factors, Activities: 19.911] 
 
The total factor incomes, also known as “value-added” or “GDP at factor cost”, is estimated 
at N 19.91 trillion (Table 2). This cell represents the total earnings received by the factors of 
production in the form of wages, rent, and profit. In other words, these are the factor 
payments made by economic sectors to produce goods and services. Hence, the column 
total of the account “factors” [C4] is equal to the value of the cell [R4-C1]. It is helpful to split 
up households into different groups to capture the distributional impacts that can arise from 
policies. For the Nigeria SAM, the households in the Nigerian Living Standard Survey 
(NLSS) 2003/04 are first grouped according to the six geopolitical zones: North West, North 
Central, North East, South West, South East, and South South. Due to the importance of the 
rural areas in the agricultural sector, the households are further split into urban and rural 
areas. Overall, there are 12 types of households represented to which the factor incomes 
are distributed accordingly2.  

There are three factors of production and 61 sectors (Table 3). The factors are land, labor, 
and capital. Land is mainly employed in crop production, while labor and capital are 
employed in all sectors of the economy, but with significant variation in intensity. In the 
absence of domestic information, the value added from each sector is distributed on the 
basis of factor shares commonly observed in Sub-Saharan Africa (SSA). For crops in the 
2006 Nigeria SAM, for instance, labor on average receives or accounts for 54 percent of 
value added, while land receives 45 percent. Capital has very little share since it is not 
intensively used in most farms in Sub-Saharan Africa.  

Because the 2006 Nigeria SAM is designed for agriculture policy analysis, more than half of 
its sectors and activities fall under agriculture. This allows a more detailed observation of the 
effects of policies or exogenous shocks on the different agricultural subsectors. The 
agriculture sectors are chosen based on their economic importance as documented in 
Manyong et al. (2005) and by the Central Bank of Nigeria (2007). The second determining 
factor is the availability of data. The sectors that are selected include the key cash and food 
crops produced in Nigeria. “Cow”, “sheep”, “goat”, and “poultry” refer to live animals while 
slaughtered animals are in the “other livestock products” sector. “Donkey”, “horse”, and 
“rabbits” also fall into the “other livestock product” category.  

In addition to the 34 agriculture sectors, the SAM includes 12 manufacturing sectors (such 
as beef, textiles, and wood products), two mining sectors (such as crude petroleum), and 13 
service sectors (such as building and construction, electricity and water, and hotels and 
restaurants) (Table 3). In view of the importance of fertilizer in crop production, the Nigeria 
SAM treats it as a separate commodity. Data from the Food and Agriculture Organization of 
the United Nations (FAO 2008) indicates that fertilizer was not produced in the country in 
2005 and its level of production in 2006 is unclear. At the same time, fertilizer was imported 
into the country in 2006 as a commodity for sale. For this reason, fertilizer is included as a 
commodity but not as an activity or sector.  The inclusion of fertilizer makes the number of 
commodities 62 while the number of sectors (“activities”) remains at 61.   

                                                
1
 The number inside the brackets from this point onward is in trillion Naira.  

2
 The 12 household types are: Urban North West, Urban North Central, Urban North East, Urban South West, 

Urban South East, Urban South South, Rural North West, Rural North Central, Rural North East, Rural South 
West, Rural South East, Rural South South. Such household disaggregation in the SAM can be found in the 
Excel file accompanying this report.  
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Table 3. Sectors/subsectors in the Nigeria SAM and their shares of GDP and agricultural GDP 

Sector/Subsector GDP (current million  
Naira) 

Share of GDP in 
2006 (%)   

Share of Ag GDP in 
2006 (%) 

    

TOTAL GDP 19,908,533   

    

AGRICULTURE 5,913,648 29.7  

     Crops 5,211,702 26.2 88.1 

       Rice 526,484 2.6 8.9 

       Wheat 7,160 0.0 0.1 

       Maize 433,601 2.2 7.3 

       Sorghum 317,979 1.6 5.4 

       Millet 248,917 1.3 4.2 

       Cassava 867,097 4.4 14.6 

       Yams 782,609 3.9 13.2 

       Cocoyams 42,397 0.2 0.7 

       Irish potato 58,693 0.3 1.0 

       Sweet potato 115,263 0.6 1.9 
       Banana and plantain 122,092 0.6 2.1 

       Beans 202,894 1.0 3.4 

       Groundnuts 213,503 1.1 3.6 

       Soybeans 223,501 1.1 3.8 

       Beniseed 21,410 0.1 0.4 

       Vegetables 395,745 1.8 6.7 

       Fruits 343,403 1.6 5.8 

       Cocoa 19,871 0.1 0.3 

       Coffee 31,353 0.2 0.5 

       Cotton 15,795 0.1 0.3 

       Oil palm 91,252 0.5 1.5 

       Sugar cane 60,197 0.3 1.0 
       Unprocessed tobacco 29,180 0.1 0.5 

       Nuts 5,065 0.0 0.1 

       Cashew 714 0.004 0.0 

       Rubber 32,050 0.2 0.5 
       Other unspecified crops  3,477 0.017 0.1 

     Livestock 385,581 1.9 6.5 

       Cattle 121,545 0.6 2.1 

       Live goats and sheep 182,687 0.9 3.1 

       Live poultry 71,565 0.4 1.2 

       Other livestock  9,784 0.0 0.2 

    

     Other agriculture 316,365 1.6 5.3 

       Fish and fish meat  207,695 1.0 3.5 

       Forestry 108,670 0.5 1.8 
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Table 3. Continued 

Sector/Subsector GDP (current 
million  Naira) 

Share of GDP 
in 2006 (%)   

Share of  Ag 
GDP in 2006 (%) 

    

MANUFACTURING 1,373,745 6.9  

     Beef 124,362 0.6  

     Goat and  sheep meat 429,901 2.2  

     Poultry meat 49,358 0.2  

     Eggs 5,952 0.03  
     Milk  1,976 0.01  
     Other meat 4,907 0.02  
     Beverages  50,274 0.3  
     Processed food products 85,917 0.4  
     Textiles  104,381 0.5  
     Wood , wood products, furniture  51,083 0.3  
     Transportation and other equipment 183,423 0.9  
     Other manufacturing 224,054 1.1  
     Refined oil 58,157 0.3  
    
MINING 6,887,581 34.6  

     Crude petroleum and natural gas 6,860,390 34.5  

     Other mining 27,191 0.1  

    
SERVICES 5,733,557 28.8  

Building and Construction 235,766 1.2  

Electricity and water 624,578 3.1  

Road transport 446,506 2.2  

Other transportation 26,113 0.1  

Wholesale and retail trade 1,652,736 8.3  

Hotel and restaurants 231,952 1.2  

Telecommunications, post, broadcasting 156,261 0.8  

Finance and other business services 363,907 1.8  

Real estate 508,228 2.6  

Education 255,885 1.3  

Health 118,530 0.6  

Public administration 915,889 4.6  

Other private services 197,206 1.0   

Source: 2006 Nigeria SAM results. 

 
NBS (2007a) provides national accounts data on Nigeria GDP and its 33 sectors which are 
aggregated or disaggregated, as necessary, to the 61 sectors in the Nigeria SAM. Data on 
agricultural production and prices came from the CBN (2007), NBS (2007c), FAO (2009) and 
CBN, NBS, and NCC (2006) and are used to determine the value of gross output for each 
agriculture product. Using the gross output as a weight, the components of gross output 
(value added, intermediate inputs, and production taxes) of crop production and livestock are 
then distributed among the individual crops and livestock in the SAM. The national accounts 
(NBS 2007a) data for the manufacturing sector are disaggregated into several 
manufacturing subsectors using national manufacturing sales data from CBN, NBS, and 
NCC (2006). The crops and livestock for which prices or output data cannot be obtained are 
grouped under the “other crops” and “other livestock products” categories, respectively.  

The results of the SAM show that the sector that has the largest GDP share in 2006 is 
mining (34.6 percent), followed by agriculture (29.7 percent) (Table 3). It can be observed 
that the most important crops in terms of their share in agricultural GDP are cassava, yam, 



10 

 

rice, and maize (Table 3). Among the major agriculture subsectors, crops have the largest 
share of agriculture GDP (88.1 percent) while livestock, fishery, and forestry account for 6.5, 
3.5, and 1.8 percent, respectively. In terms of the overall GDP, the crops subsector 
accounted for almost one third (26.2 percent) indicating the importance of crops not only in 
the agriculture sector but in the economy as a whole.  

Intermediate Demand and Transaction Cost 

[Commodities, Activities: 6.81]; [Commodities, Transaction costs: 0.68] 

 
The data for the input-output (IO) coefficients are obtained from several sources, namely 
UNDP (1995), FMARD (2007), and responses obtained at a workshop on farm expenditure 
patterns held at the International Institute of Tropical Agriculture, Ibadan in 2008. The IO 
coefficients were based on adjustments made on the previous 52-sector SAM (UNDP 1995) 
which are then modified to correspond to the 61 sectors of the 2006 SAM. The estimates of 
transaction costs, which represent the difference between the farm or firm gate price and the 
market price that consumers pay for a particular commodity, are also adjusted accordingly to 
correspond to the recent SAM.   

Factor Income Distribution  

[Households, Factors: 11.29]; [Households, Firms: 2.63] [Firms, Factors: 4.87]; 
[Government, Factors: 2.76]; [Rest of the world, Factors: 0.99]  
 
Factor incomes can be both paid to aggregate households and nonhousehold accounts. 
Again, it is helpful to split up households into different groups to capture the distributional 
impacts that can arise from policies. Hence, the factor payments are allocated to the 12 
household types according to the regional distribution of production of each of the sectors. 
The SAM shows that labor is the source of more than half of the Nigerian households’ 
incomes (Figure 1). This is expected because labor is the most important asset of poor 
households (Agenor, Izquierdo, and Fofack 2003) and the majority of Nigerians are living on 
less than $1 dollar a day. The firms use the profits made from capital to pay households. The 
factor payments on nonhousehold accounts, on the other hand, can include profits of 
government in the form of government earnings from oil exports, federal government 
independent revenue, and other government earnings. The nonhousehold account also 
includes profits earned by firms and by capital paid to foreign investors. The investment 
income to foreign investors refers to dividends and profits earned by external sector which 
can be found in the balance of payment (BOP)3 account (CBN 2007). 

Household Consumption 

[Commodities, Households: 12.79] 
 
When constructing a SAM, it is important to disaggregate private consumption across 
different commodities and household groups because households’ consumption patterns 
vary (Breisinger, Thomas, and Thurlow 2009). Households spend most of their incomes to 
purchase and consume commodities. For example, poorer households typically allocate a 
larger portion of their income on food than wealthier households. Hence changes in the 
supply of foods will affect poorer households more (Breisinger, Thomas, and Thurlow 2009). 
Such disaggregation is important because it enables the analysis of the effects of such 
household differences on the distributional impacts of external shocks and government 
policies.  
 

                                                
3
 The balance of payment (BOP) account provides an accounting record of all the monetary 

transactions between a country and the rest of the world. 
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Figure 1. Income sources of Nigerian households 

  
Source: 2006 Nigeria SAM results using NLSS 2003/04 

 
 
For the Nigeria SAM, the sectoral and regional distribution of household consumption is 
based on the NLSS 2003/04 dataset of 19,158 households on 261 commodities. The 
expenditures are grouped according to the sectors, arriving at consumption expenditure 
levels and patterns for each of the 12 household types.  National aggregate consumption of 
commodities by households is obtained from the national accounts (NBS 2007a). The 
sectoral distribution was adjusted to ensure that total supply equals total demand.  
 
The Nigeria SAM shows that households spend the bulk of their income on crops (40 
percent) and manufactured goods (22 percent) (Figure 2).  Manufactured goods also include 
products from the informal and small-scale manufacturing sector, such as those sold at the 
roadside. 

Figure 2. Consumption shares of Nigerian households 

 
Source: 2006 Nigeria SAM results using NLSS 2003/04 
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Government Consumption and Investment Demand  

[Commodities, Government: 3.72]; [Commodities, Savings and investment: 0.98]. 
 
In Nigeria, the expenditures of the general government include those of the federal, state, 
and local levels of government, as well as regional agencies such as the Niger Delta 
Development Commission (NDDC). Because of the type of fiscal federalism practiced in 
Nigeria, some expenditures pertaining to lower levels of government are recorded under the 
federation account rather than under relevant level of government.  Government expenditure 
data can be found in the financial summary of the federal, state, and local governments 
published by the Central Bank of Nigeria (2007). All intra-governmental flows are deducted 
to avoid double counting. Investment demand includes public and private spending on 
schools, roads, and housing among others. Hence, investment demand is therefore mainly 
for commodities like cement and construction services (Breisinger, Thomas, and Thurlow 
2009).  

Foreign Trade  

[Commodities, Rest of world: 7.84]; [Rest of world, Commodities: 4.97] 
 
The trade data comes from CBN’s BOP account and summary of the federal government’s 
account (CBN 2007), as well as from the NBS’s Nigerian foreign trade summary (NBS 
2007b). It is normal to observe a high degree of annual fluctuation in the trade values of 
many goods. Hence, the trade values for one year may not reflect the actual structure of 
trade. To have a more realistic representation of the country’s trade structure, the average 
values during a five-year period (2001-05) are used. However, the Nigerian trade summary 
has no trade data on services other than electricity imports. To obtain estimates on service 
imports and exports, the balance of payments data from the Central Bank of Nigeria (2007) 
are used.  
 
The data show that the bulk of imports are manufactured goods that make up 66 percent of 
total imports, followed by services with a 22 percent share (Table 4). Among the agriculture 
subsectors, the largest import volume is recorded for the crops. On the other hand, with over 
90 percent of total exports, mining (mostly crude oil) has the largest export share (94 
percent), thereby reflecting the country’s high dependence on oil in its foreign trade.  
 

Table 4. Nigeria import and export shares (%), 2001-05  

  Import Shares  Export Shares 

Crops 6 0 

Livestock 0 0 

Fishery 3 0 

Forestry 0 0 

Manufacturing 66 1 

Mining 2 94 

Services 22 5 

Total 100 100 

Source: 2006 Nigeria SAM results 
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Government Taxes 

[Taxes, Activities: 0.15]; [Taxes, Commodities: 0.3]; [Taxes, households: 0.13]; and [Taxes, 
Firms: 2.23] 

 
The government earns revenues from direct and indirect taxes imposed on economic 
agents, activities, and commodities. In a SAM, taxes are often treated as a separate account 
that serves as an intermediary because all tax revenues are eventually transferred to the 
government (See Table 2 [R7-C8]). As can be observed in Table 2, the sum of the row 
“Taxes” [R8] (N 2.8 trillion) is equal to value in the cell [R7-C8].  
 
In the Nigeria SAM, the tax revenues are collectively derived from: production taxes on firms 
or activities such as excise taxes and production subsidies; sales taxes; import tariffs and 
other port levies and surcharges; households’ personal income taxes; and company income 
taxes which includes the taxes levied on non-oil companies and the petroleum profit tax 
imposed on oil companies. Information on tax rates is obtained from tax authorities, custom 
data, and household income and expenditure surveys (Breisinger,Thomas, and Thurlow 
2009). The income tax data are taken from the summary of the federal government’s 
finances (NBS 2007a) and the national accounts.  The Nigerian foreign trade summary (NBS 
2007b) provided data on indirect taxes. Import tariffs on commodities are obtained from the 
detailed breakdown of the Nigerian foreign trade summary (NBS 2007b).  

Remittances and Social Transfers 

[Households, Government: 0.17]; and [Households, Rest of the world: 1.36] 
 
Households have other sources of income aside from factor payments, in the form of 
transfers from the government and the rest of the world. Data on household income from 
abroad are taken from the BOP accounts (CBN 2007). As shown in Figure 2, household 
income from abroad contributes a sizeable portion (9 percent) of income and is therefore an 
important income source as well. Government transfers to households represent the sum of 
federal, state, and local government pensions and social security payments. The Nigeria 
SAM shows that such transfers contribute 1 percent of household incomes (Figure 2).  

Foreign Grants and Loans 

[Government, Rest of the world: 0.21] 
 
Nigeria, like many low-income countries, receives loans and grants from international 
organizations, donor agencies, and the African Union, among others, to cover government 
spending and investments. In the Nigeria SAM, this account is represented by the net 
government income from abroad and is calculated from the country’s balance of payments 
account (CBN 2007).  

Domestic and Foreign Savings  

 [Savings, Households: 2.54]; [Savings, Government: 1.88]; and [Savings, Rest of the world: 
-3.44] 

 
“Savings” is the difference between incomes and expenditures and it can be negative, 
indicating dis-savings when expenditures are greater than incomes. Three types of savings 
are captured in the SAM. Two of these are from domestic sources while one is from foreign 
sources. Domestic savings takes the form of household savings and government savings, 
and the latter is also an indication of fiscal surplus or deficit (if it is negative). Foreign savings 
is from the “rest of the world” account and is calculated as the difference between foreign 
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outflows (imports and outgoing transfers) and foreign inflows (exports and incoming 
transfers). A negative (positive) foreign savings implies that a country’s foreign inflows 
(outflows) exceeded foreign outflows (inflows) and that the country’s current account is in 
surplus (deficit).  
 
With huge oil export revenues, Nigeria has been experiencing trade surpluses in recent 
years, including 2006, which is the base year for the SAM. In 2006, the trade surplus was 
about US$ 22.5 billion (N2.87 trillion) and the net foreign transfers amounted to US$ 4.5 
billion (N 0.57 trillion).These two factors combined allowed Nigeria to have a current account 
surplus wherein foreign inflows were more than foreign outflows. This resulted in negative 
foreign savings of US$ - 27 billion (N -3.44 trillion in the SAM) or a current account surplus of 
US$ 27 billion (N 3.44 trillion) in 2006.The data for the current account balance are acquired 
from the balance of payments information published by the Central Bank of Nigeria (2007). 

Summary 

In summary, the SAM can depict a country’s economic structure and key characteristics. The 
2006 Nigeria SAM, for instance, shows that the mining sector, which includes crude 
petroleum and natural gas, has the largest GDP share in 2006. This reflects the country’s 
continued high dependence on the oil sector. Nigeria also remains agriculture-based, with 
crops playing an important role not only in agricultural GDP but in the whole economy. Like 
in other Sub-Saharan African countries, the Nigerian crop subsector is labor-intensive. The 
country’s current account balance is in surplus, indicating that foreign inflows exceeded 
foreign outflows. The SAM reveals that more than half of household income comes from 
labor and it is spent largely on crops and other agricultural goods. Determining the structural 
characteristics of the Nigerian economy and understanding how its different sectors interact 
is necessary to understand the economic linkages and multiplier effects in CGE and related 
models. Thus, the 2006 Nigeria SAM has laid a good foundation for robust policy analysis in 
the future.   
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