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Thiz study was undersaken withir the framework of the research and

studies programme on the role of the rublic sector

(¥

n the indusirialiczatiorn
cf developing countries conducted ty the Regional ard Country Studies

Branch of the Division for Industrial 3tudies, UNIDC. Through thics research
programme, an attempt has been made to analyze the role and function of

the public industrial sector in developing countries and to examine the

crucial issues surrounding their operations.

The country studies have drimarily focussed upon the rele of zutlic
industrial enterrrises as an instrument of indusiriel policy and siratesy;
their contribution tc growth and development c¢f the industirial sector and
nationel economy; their operstional vperformance as well as their organiza-
tional framework and institutional infrastructure. 2y exeamining the role
of public industrial enterprises and identifying the major constraints
facing these enterprises in various developing countries the uncerteinties
surrounding their operational performance may be reduced and a basis laid
for improving their efficency and enhancing their contribution to industrial

growth and national development.

In this country study the role and function of the public irdustrial
sector in Nigeria is analyzed. The study was prepared by Mr. Udo Udo-Aka,
Director Genersl, Centre for Management Development, Lagos, Nigeria, as
UNIDO Consultant.
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The purpose of this vaver iIs to discuss the rcle of the vutlic
industrial sector irn HNigeria's development. Tiae paper focuses on the
evelution of putlic industrialization volicy, institutional infrasiructure
crganizational framework, and the strategy anu verformance of putlic

industrial enterprises.

Though there is no consensus on the precise definition of public
enterprises, the term is used in this paper to refer to enterprises in
whick government (Federal, state or local) has majority equity holdings or
organizations which are fully financed and or controlled by government.

In this broad sense, Ligerian public entervrises include:

- Putlie utili<ies
-~ PFinanecial institutions
.. - Commercial and industrial companies

- Regulatery, and welfare services agencies

The scope of this paper is limited to the public industrial sub-
sector as different from the broader coutext of the public erterprise
sector. The sub-sector of interest here covers wholly - or partially-owned
limited liability companies established under the Companies Act 1968 to
produce goods and or services on commercial basis. In the narrower
context of this paver, a public industrial enterprise in Nigeria refers to

any industrial enterprise which is:

(i) 100 per cent owned by the Pederal Government of Nigeria; or
{1i) 100 per cent owned by any of the State Governments of the Federation;
or
(iii) Jointly owned by both the Federal and State Govermment; or
(iv) Jointly owned by two or more State Goveraments; or
(v) Jointly owned by any one or more of the above Governments and private

interests, where the Government's shareholding is above 50 per cent,

The crucial role of the Nigerian Government in the industrialization
of the economy is enshrined in the country's Constitution. The Constitution

provides, inter alia, that:

The state shall...

control the national economy in such manner as %o secure the
maximum welfare, freadom and happiness of every citizen ...;




- without prejudice to its right to operate or participate in areas
of the economy other than the major sectors of the economy, manage
and operate the major sectors of the economy;

- ... protect the right of every citizen to engage in any economic
activity outside the major sectors of the economy;

- ...ensure the promotion of a nlanned and balanced economic
development .,

- ...ensure that the economic system is not operated in such a manner
as to permit the rconcentration of wealth or the means of production
and exchange in the hands of few individuals or of a group...

Consistent with these provisions of the Constitution, Nigeria operates
a mixed economy with increasingly dynamic private and public sectors competing
in almost all fields of economic activities. The increasingly dynamic market
economy also exists side by side with a large traditional or subsistence
economy reflecting, as it were, the degree of the country's underdevelopment.
Like most developing countries, Nigeria uses systematic planning as a tool for

ordering and monitoring the deveiopment process.
2. INDUSTRIAL SECTOR: PLANNING OBJECTIVES

In the various Devzlopment Plan documents, Nigerian planners treat
the industrial sector as "manufacturing and crafts'". The Central Bank of Nigeria,
on the other hand, defines the industrial sector to include manufacturing,
nining, and utility. Though data reflecting both approaches are used in this

paper, emphasis is placed on the Planning Ministry's relatively narrower

clagsification.

Nigeria's development planning experience dates back to the 1946
"Ten Year Plan of Develoﬁment and Welfare'. This, as well as the 1962-68 First
National Development Plan were both basically a series of unrelated projects.
The importance of the industrial sector in the development process was recognised
early in Nigeria's economic planning history. However, the strategy for industrial
development was that of a total reliance on private sector (mostly foreignm)
initiative supported by generous tax and other incentives, The objective was
import substitution particularly for basic consumer goods. Up till 1970, the

impetus for the growth of manufacturing activities came mestly frorm private

sector injitiative.




The Second National Development Plan 1970-TL marked +he becinning
of a serious articulation of Nigeria's broad naticnal es well es indust-
rial sector vlanning otjectives. Being prepared towards the end o %he
Kigerian Civil War, emvhacsis was, understandably, vlaced on
unquantifiable end non-economic otjectives of socio-political integration
and develovment. The vhenomenal increase in government revenue from
vetroleum brought about substantial public sector investments in
menufacturing in the 1970s, to the extent that, today, manufacturing
is as dependent on government investment as it is on investment by the

orivate sector.

The public industrial sector was accorded the highest priority,
next only to agriculture in the sectoral focus cf.the Second Plen. The
specific vlanning objectives of the industrial sector were:

- promotion of ever development through fair distribution o~

industries in all parts of the country;

- ensuring e rapid expansion and diversification of the industrisl

sector of the economy;

-~ increasing the incomes realised from manufacturing activity;

- creeting more employment opportunities;:

- promotion of export-oriented industries in order to earn foreign

exchange;

- continuation of import substitution programme while increasing

the production of intermediate and capital goods;

- increasing indigenous ownership of industrial investment.

The industrial sector continued to be accorded high priority in the
sectoral focus of the Third National Development Plan 1975~80. The
specific planning objective for the sector was to transform the structure
of menufacturing with emphasis on intermediate, heavy, consumer and

capital goods, as well as on an increased capacity for export.

Under the Fourth National Development Plan 1981-85, high priority
continues to be accorded to the manufecturing sector. Specific planning
objectives for this sector include:

- ensuring increased level of self-reliance in the supply of

industrial products;

- maintaining rapid growth of the manufacturing sector with a view

t. increesing its share in the GDP to 12.9%;
- increasing the local resource content of manufucturing output

through increased substitution o: local for imported rev materials
and manpower; | |




- increasing emplovrant opportunities;

- vromoting the development of expor:t industries:

- imerroving the price and guality competitiveness of Kigerisan
nmanuraectured goods:

- promoting a more even regional dispersion of industries.
3. TEEZ ROLE 0¥ THE PUBLIC INDUSTRIAL SECTOR

The importance which government attaches to the public industrial
sector can alsc be assessed on the basis of planned and actual
investment in the sector. Available records show the following planned

allocation of Public sector investment in industry:

TLRIE 1

PLANNED INVESTMERT I PUBLIC INDUSTRIAL SECTOR

Period 3m % of total capitsal
allocation
1956-60 1k4.00%* 2.0
1962-£8 180.00% 13.k
1970-Th 172.00 8.4
1975-80 5,486.00 13.0
1981-85 8,065.00 . 9.8

Source: First and Second Progress Reports, Second National Development
Plan 1970-Th; O. Teriba and M.O. Kayode. Industrial Develcpment
in Nigeria, 1977 p. 308; Outline of the Fourth National
Development Plen 1931-85, p. 1L7.

In absolute terms, planned public capital allocation to the industrial
cector has been impressive and reflects the importance accorded the sector

in Nigeria's development planning.

The relative importance of the industrial sector can also be
essessed by examining the percentage distribution of gectoral contribution
to GDP as shown in Table 2 below.

# Capital allocated to Ministry of Trade and Industry
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TABLE 2

GROSS DOMESTIC ®RODUCT*
PERPCENTACE DISTRIBRUTION

Sector 1970/ 1971/ 1972/ 1973/ 197k/ 1975/ 1976/ 1977/ 197%/ 1979/
71 72 73 7L 75 76 77 718 ¢ 80

Agric, Fores- 7 " % % * 4 4 7T % v
try and fishing L4.8 k1.8 k1.5 24.7 23.4 22.6 21.9 21.0 20.1 19.0

Yining and

YJuarrying 1.8 18.5 1k.8 5.1 k45,5 Lh.6 k3.2 Ll.5 30.6 37.5
Mfe and Crefts 8.2 g.s 7.6 L.8 L7 L.9 5.2 5.7 6.2 5.9
Plect. and
Water Supply 0.6 C.€ 0.6 0.k 0.L C.bk 0.5 0.5 0.6 0.7
Bldg. and
Construction L.8 L.o 7.7 5.4 5.7 6.1 6.7 8.1 9.0
Distribution 11.8  11.5 11.1 6.9 6.7 6.9 7.0 7.2 7.3
Transp. and
Communications 3.7 3.7 2.3 2.1 2.3 2.4 2.5 2.0 2.9 3.2
General: Govt. 5.7 5.3 7.5 5.8 6.3 6.7 7.1 7.8 8.5 0.1
Education 2.7 2.6 2.5 2.3 2.6 2.9 3.2 3.6 k.o L.}
Health 0.7 0.7 1.0 0.8 0.9 1.0 1.1 1.2 1.3 1.4
Other Services 2.1 2.1 2.8 1.5 1.5 1.5 1.5 1.5 1.5 1.5
TOTAL 100.0 100.0 100.0 100.0 1100.0 100.0 100.0 100.0 1C0.0 100.0

Source: 2nd Nationel Development Plan 1970-T4
(2nd Progress Report)

3rd National Develorment Plan 1975-80
Vol. 1

The above percentage distribution of sectoral comtribution to GDP
does not revesl a consistently rising trend in the contr:’ Sution of the
industrial sector between 1970 and 1980. The contribution of the sector
dropped from 8.5% in 1971/72 to L.7% in 1974/75 end rose marginally
every year to 6.9% in 1979/80. During the same period, the contribution
of the agricultural sector declined from LL.8% im 1970/71 to 19% in
1979/80, while mining increased from 14.8% to 37.5%. The industrial

# GDP from 1970-73 are at 1962/63 Factor Cost
GDP from 1973-80 are at 197L/75 Factor‘Cost




policy objective Is Lo iucrease ih
sector to the CGDP to a minimum of 12.0 per cent Quring the Fourth

Develoovment Plan (1991-85) period.

Ir. absolute terms, the contribution of the manufacturing sector,
to the %Bross Domestic Product et 1973-Th factor cost is vresented in
Table 3. The sector's contribution has grown in imrportance from
B511 million in 1973-Tk to ¥1.15 tillion in 1979-8C. An annual average
growth rate of about 1L.7 per cent considerably greater than the

snnuel average growth rate of GDP over this period.

TABLE 3

GROSS DOMESTIC PRODUCT AT 1973-T7h FACTOP COST
(¥ Million)

Activity Sector 1973-Tk  197k-75  1975-76  1976-77 1O077-T2 1978-79  1979-80
Agriculture 2,183.3 2,203.8 2,1k3.1 2,251.9 2,336.6 2,k06.7 2,k86.€
Livestock 1488.8 bor.2 392.9 300.6 408.9 Lz2.2 LL0.6
Forestry 215.0 302.7 328.8 355.1 383. Li2.2 §L3.2
Fishing L6s.0 567.6 573.8 607.1 658.7 698.2 Th2.6
Crude Petroleum 2,771.6 2,797.6 2,345.3 2,676.8 2,715.7 2,480.0 2,866.5
Other mining and

Quarrying 198.8 2L7.8 310.5 372.6 436.0 492.7 5hh .4
Manufacturing 611.0 601.L 729.7 8sh. .k 9k3.0 1,040.6 1,151.0
Utilities k5.2 51.8 59.7 4. L 95.2 117.3 136.6
Constructinn 884.1 1,108.4 1,k11.4 1,693.6 1,981.8 2,239.7 2,k7Lk.7
Transport 429.6 403.3 448.2 636.8 T6L.1 878.7 966.9
Cormmunication 33.2 38.9 L7.7 54.9 60.3 65.2 1.7
Wholesale and :

Retail Trade 2,268.1 2,295.1 2,k91.5 2,788.5 3,043.9 3,2k5.2 3,k92.2
Hotels eand

Restaurants 32.4 35.6 29.1 43.0 L7.5 52.0 57.2
Finance and

Insurance 140.5 155.0 . 170.4 187.6 206.4 226.7 2Lo. 4
Real Estate and
Business Services 61.1 67.3 T74.0 81.4 89.5 98.5 108.3
Housing 625.9 688.2 756.6 832.% 915.6 1,006.4 1,107.7
P-oducer of Govern-

ment Services 66L.4 743.4  1,049.1 .,082.4 1,208,5 1,299.3 1,399.8

Total 12,118.0 12,798.9 13,392.8 1k4,992.5 16,285.2 17,182.2 18,7hko.L

Source: Guidelines for The Fourth National Development Plan, 1981-85, .1k
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Certain strategic industries have been reserved for direct public
sector ownershir and control. Such sirategic industries incluie:

- Petro-chemicals

- Petroleun rroducts, exvloration. refining and distribution

- Fertilizer vproduction

- Iron and steel

- Machine tools

- Liquefied Natural 3as

~ Cement producticn

- Vehicle assembly plants

As elready indicated, the public industrial sector in Nigerisa is
financed variously by the three tiers of govermment (Federal, States,
ILocal). Of the total planned investment in this sector for the 1981-85 Tlan
Deriod, the Federal Government accounts for 78.9 per cent, the State
Government for 20 per cent and the Local Govermments for 1.1 per cent.

The Federal Government's rlanned investment in this sector for the perioé
is made up of capital allocation to the Federal Ministry of Industries
(27.1%) Steel Department (37.27) and the Nigeriar Fational Petrcleunm
Corporetion (14.6%). Table 4 shows the breakdown of the Federal Government

industrial investment expenditure.

TAELE &4
PUBLIC INDUSTRIAL INVESTMENY FXPENDITURE (FEDERAL LEVEL)
BY SUB-SECTORS

Sub-Sectoz Allocation Percentage
B million of Totsal
Engineering 107.0C 1.7
Basic Steel and Metal-
lurgical Products 3,030.00 k7.6
Building Materials 85.00 1.3
Chemicals 303.00 4.8
Financial Institutions
and other investment provisions T43.00 11.7
Guality Comtrol 6.80 0.1
Agro-Allied 532.00 : 8.5
Small-3cale Industries 29k.50 4.6
Refineries and
Petrochemicals 887.00 13.9
Liguefied Natural Gas 265.00 4.6
Others T17.00 1.2
TOTAL 6,367.30 100.0

Sources: Fourth Mational Development Flan 1981-85- p. 1L8,




Vithin the public industriazl sub-sectors, there is an arrsy of
specific industrial enterrrises ranging from beer brewing and texiile
manufacturing to food processing, flour milling, ceramic, giass and
vharmaceuticel industries. The capital ellocations to puklic
industrial enterprises do not necessarily reflect the overall cost
of the projects. Instead, such ellocations reflect govarmment direct
contribution whick in most cases range from 10 - 60 per cent of total
cost. The size of public industrial sector reflects not only its
imooriance but also the capital-intensive nature of strategic

manufacturing activities.
L. INSTITUTICNAL SUPPORT FOR THE FUBLIC INDUSTRIAL SECTOR

A large number of supporting institutions have been established
in Nigeria to facilitate public industrial development. Important
in this connectinn are:

(1) industrial developmernt banks, e.g.
- Nigerian Industrial Development Bank Limited
- Nigerism Bank for Commerce and Industry Limited

(2) state Investment companies, e.g. .
- New Nigerian Development Company Limited
- Investment Trust Limited
- Central Investment Company Limited
- 0du'a Investment Company Limited
- Sokoto Investment Company Limited
- Benue Investment Company Limited
- Plateau Investment Company Limited
-~ Kano State Investment Company Limited

(3) industrial research institutes, e.g.
-~ Federal Institute of Industrial Research
- Project Development Centre

(4) industrial extension services centres, e.g.

Industrial Develomment Centres

(5) quality control agencies, e.g.

- Nigerian Stendards Organization




The above list 1s by a0 means exhsustive but shows some industiry-
»elated govermment instituticns established to facilitate the achievement

of ingustrislization otjectives of the various governments.

The industrizl develovment banks. ané investment companies are
wholly-owred govermment holding companies. Thev promote, establish and
finance industrial and commerciel enterprises which have economic
viability and rrofit votential. They provide management services to
businesses owned by or located in the comaunity where they operate.

The importance of this group of institutions is illustrated by Nigeria's
premier develooment bank - The Nigerian Industrial Development Bank (NIDB).

The Nigerian Industrial Development Bank was established as an
industrial develovment finance company. As a development bank the KIDRB
has two major functions. As a banking institution it is concerned with
the provision of medium-term and long-term finance to industriel vrojects.
As a development agency it attempts to contribute to the identification
of bottlenecks in the process of industrializetion. The banking function
of the KIDB has two aspects: sanctioning of prospective clients'
applications for'assistance, and the disbursement of the sanctions.

During the current pian period (1981--85), the Federal Government intends
to support the NIDE and the Nigerian Bank for Commerce and Industry (NBCI)
financially to enable them to discharge their functions effeectively. To
this end, the two industrial development banks have Leen allocated

®¥770 million to firance private sector and state governments' industrial
efforts. In addition, %200 million is ellocated for finarcing small

scale industries and another N80 million for the establishment of

industrisl development centres in states where they are non-existent.

The scope of investment of the NIDB is limited to manufacturing,
non-petroleum mining and tourism. However, each year about 90 per cent
of the bank's investment is made in manufacturing. Between January 196k
when the bank was established and December 1980, the bank sanctioned a
total of ¥395 million (¥37.8 million in equity and ¥357.2 million in loans)
in aid of 422 industrial proj-cts. These projects offered employment
to over 110,000 people. The foreign exchange savings accruing from those

projects amounted to over ¥300 million annually.

Before 1979, NIDB's financial share in total project cost averaged
17.2 per cent. In 1979 it rose to 26.8 per cent. This growth in
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participation clearly Illustrates the bank's commitment tc indigenisation
of the economy. The role of the bank ir the economic development of
Nigeria can he better aprreciated, howev2>r, when one considers its totel
investment in projects rather then its financiel partisivation. This

is so since any rroject financed requires technical and material assistance
to succeed, apart from the bank's financial assistance. Table 5 shows the

distribution of NIDB funds by sub-sectors in 1980.

TABLE 5
SUB-SECTCRAL DISTRIBUTIOF OF i..DB
SANCTIONS IN MANUFACTURING, 1280
(VALUE IN ¥°000)

Qub-Sectors No. of & of
Projects Equity Loan Total Sanctions

Food L 785.7 5,277.5 6,063.2 10.66
Beverages 2 313.0 700.0 1,013.0 1.78
Textiles 2 12.1 oLs.0 957.1 1.68
Footwear and
Leather Products 2 252.0 €00.0 852.0 1.50
Wood Products and :
Furniture 1 - 720.0 720.0 : 1.27
Paper Products L 50.4 720.0 770.4 1.36
Chemical Products 7 213.k 5,660.0 5,873.k 10.33
Rubber Products - - - - -
Non-metellic
Mineral Products 2 66.0 100.0 166.0 0.29
Metal Products 7 110.0 6,380.0 6,490.0 il.h1
Electrical Appl. 1 - 1,950.0 950.0 1.67
Hotel and Tourism 11 L,804.6 21,310.0 26,11L4.6 45.92
Miscellaneous 6 - €,900.0 6,900.0 12.13

TOTAL 49 6,607.2 50,262.5 56,869.7 100.00

Source: Nigerian Industrial Development Bank.
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From the activities outlined atove, It is clear thet the role of
the Nipgerian Industrial Development Bank in the economy is two-fold.

Firstly, it invests directly in incustriel projects; seccrndly, it helps

other neople to invest (by lending to them), The second funciion is
clearly of primary importance. As can be seen from Table 5 equity
particivation represents oaly 11.€ per cent of the banks total
financing in 1980. The Bank attempts to promoie co--operation between

the public and private industrial sector in Nigeria.
5. TUBLIC INDUSTRIAL SECTUR PERFORMANCE

The performance of the putlic industrial sector is reflected in the
Index of Industrial Production in Tsble 6, the percentage changes between
the last three plan periods in Teble 7 and the Index of manufac . uring

production in Tsble 8.

There has been & rapid increase in public capitel investment in the
iﬂdustrial sector end growth introduction has also been impressive. In
spite of this, the industrial sector has not made much impact on the structure
of the economy through its contridution to GDP, employment, forward and
backward linkages, and conservation of foreign exchange. It is fair to
note, however, that the public industriel sector Las stimulated a more
deliberate entry into the intermediate goods sub-sector of the economy.
The contribution of manufacturing has without doubt, been dwarfed by the
weight of the oil sector as already shown in Tables 2 and 3. As the
prime contributor to the develorment of the economy, it is’ pertinent to
discuss the oil sub-sector of Nigeria's public industrial sector.

TABLE 6
INDEX OF IKDUSTRIAL PRODUCTION
(Base Year 1972 = 100)

Period Manufacturing Mining Uility Aver;ge Totel
all Industriles
Veight 233.5 480.6 18.0 7324
1970 81.0 58.9 - 66.3 66.2
1971 92.8 85.6 - 87.9 87.9
1972 100.0 100.0 100.0 100.0
1973 123.6 112.6 117.5 116.2
1974 119.5 123.4 130.3 122.3
1975 147.7 97.8 153.8 115.1
1976 182.2 113.4 18L.5 1371
1977 193.5 11k.5 212.3 1k2.1
1978 221.4 103.6 260.6 k5.0
1079 225.6 141.8 284.7 172.0

~ Source: C.B.N. Annual Reports and Statement of Accouat 1971-1979.
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TABLE 7
INDUSTRIAL 2DOVTH 1670-1930

(Bese: 1972 = 100)

1970 - 75 1975 ~ 80 1970 - 80
Sectors % Chenge Averare|% Change Averane|% Change Average
Annuel Annual Annusl
Rate Rate Rate
Manufec-
turing 82.3 16.L6 52.7k 10.5 178.5 17.9
Mining 66.0 13.2 k5.0 9.0 1h0.7 1k.1
Utility 132.0 26.% 85.1 17.0 |329.% 32.9
Aversge Total 73.9 1k.8 ho.h 9.9 }159.8 16.0
Source: Calculated from-Teble 6
TABLE 8
INDEX OF MAMUTACTURTIZ PRODUCTION
Base: 1972 = 100
Products 1970 1971 1972 1973 197 1975 1976 1977 1978 1979
Vegetable Oil 163.3 118.5 100.0 151.2 k3.8 35.7 3%.3 L8 15.k 16.6
Sugar 62.7 112.% 100.0 98.6 106.5 125.8 111.1 123.2 111.8 115.3
Sugar Confec-

tionery 79.7 61.2 100.0 101.0 85.9 118.% 1339.5 207.3 201.§ 210.1
Soft Drinks 53.k 76.7 100.0 161.5 15k.0 224,9 323.6 303.6 332.3 32%,3
Beer (incl.

Stout) 64.0 8.6 100.0 130.5 21k8.% 178.5 223.1 185.6 285.2 287.9
Cigarettes 89.5 95.3 100.0 89.7 96.7 107.0 129.2 122.0 129.0 127.h
Cotton Textiles 119.3 1206.3 100.0 127.3 118.8 14k.9 133.4 172.9 167.1 202.3
Other Textiles p.s. b5.3 100.0 133.5 393.7 611.0 611.0 96L.7 1129.3 1156.8
Yoot Vear 107.2 109.9 100.0 B85.0 111.k 122.6 99.9 123.5 119.3 1i25.0
Paints and Allied :

Products 8k.0 92.0 100.0 122.2 113.8 151.7 173.6 2k1.8 280.3 279.4
Soep and . -

Detergent 70.8 88.5 100.0 161.3 168.,6 177.9 225.3 328.h 362.5 36.5
Refined Petro- .

leum Produsts - k5,3 100.0 127.0 12k.k 105.% 126.9 123.6 12h.5 120.6
Other Petro- .

lewm products 76.9 95.0 100.0 1}8.7 Lo.6 160.8 83.6 B86.6 Tsi.6 T1.5
Pharmaceutical 60.2 109.7 100.0 1k41.2 8L.9 1LB.3 262.9 186.5 352.9 338.%
Rubber 138.5 117.2 100.0 78.5 68.3 1k0.1 35.0 109.3 122.6 124.6
Cement 53.9 65.8 100.0 112.5 108.7 1.15.6 115.0 117.1 139.6 172.0
Tin Metal 115.2 105.1 100.0 85.5 79.2 161.4b S6.2 k7.h b2.6 39.3
Roofing Sheets 60.5 90.9 100.0 11k.2 82.3 137.9 134.0 21k.7 191.7 192.8
Vehicle Assenmbly 118.3 120.3 100.0 118.4 130.7 302.2 751.9 1097.3 992.7 1077.2
R;?é?'nggnnser' 182.4 135.3 100.0 97.9 66.2 108.0 113.7 128.1 95.7 99.0

31,0 52.8 100.0 123.6 119.5 1L7.7 170.6 193.5 221.k 225.5

Scurce: C.B.N. Annual Report and Statement of Accounts 31 December, 1976

PP. 16 and 17; 31 Dezember 1979 p.15,
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Nigeria is the world's seventh largest producer of crude o0il and
Joined the Organization of Petroleum Exporting Countries (OPEC) in 1071.
As & public entervrise, the Nigerian National Petroleum Corporation (KNPC)
has majority participation in oil production in Wigeria on behalf of the
Government. In 127L the o0il industry coniributed about 45 ver cent of the
Gr>ss Domestic Product (GDT), 12 per cent of export eernings and 52 per
cent of the total revenue aceruing to the Govermment. In 1675 its
contribution to the GDP fell to about 30 per cent, owing to a f&ll in
demand in the world market. In 1978 it contributed about 68 per cent of
total govermment revenue. During the first half of 1980, Nigeria's
petroleum output averaged 2.2 million barrels ver day, which dropped to
1.9 million barrels per day during the second half. Consequently, the
average daily petroleum expori in 1980 wes slightly less than 2.0 miliion -
barrels per day as against 2.2 million parrels in 1979. However, owing
to the rising price of crude o0il from 26 U.S. doilars per barrel in 1972
to as much as LC U.S. dollars by December 1980, what the country lost iz
physical oil output was more than o7fset by price increase. Table 9
below shows oil revenue in relation to total Government revenue btetween
1970 and 1980.

TABLE 9
CONTRIBUTION OF THE OIL SUB-SECTCR
TO TOTAL GOVERNMENT REVERUE

Year Total Govt. 0il Revenue 0il Revenue as %

Revenue of Total Govt. Revenue
N million N million

1970-T1 758.1 196.4

1971-72 1,410.9 7L0.1 .

1972-73 1,389.9 576.2 41.5

1973-Th 2,171.3 1,461.6 67.3

197L-75 5,177.1 4,183.8 80.8

1975-76 5,861.6 4,611.7 73.7

1976-T77 7,070.3 5,548.5 78.5

1977-78 8,251.1 5,821.4 70.6

1978-79 6,815.2 4,2k9.2 62.3

1979-80 8,805.3 7’3500 3 83- 5

Source: TFederal Ministry of Finance

The three existing refineries in the country have capac.ties for
refining 60,000; 10,000 and 120,000 barrels of crude oil daily
respectfvely. A fourth refinery estimated to cost ®1.5 billion is.




- ik -

provided for ir the current (1981-85) Nstional Development Plan. As
indicated elsewhere in thic paver, a liguefied natural gas project

estimated at ¥300 million is alsc pienned for during this vplsn periocd.

Tne effect of the oil industry on the nztional economr is
reclected in the developmen:t plans mede since 1952. The colonial Develovment
Pian of 1955-62 was estimated to cost ¥323 milliorn whereas the estimeted
cost of the 19€2-68 First Nationsl Development Pian was K2,368 million. The
1970-Tk Second National Development Plan estimatec e total capital
exprenditure of ¥3.3 billion and the Third Nationel Develooment Plan
1975-80 was co cost Mi3.3 billion. The 1981-85 Fourth Kational Development
Plan projects the investment of %82 billion ir the economy.

Of the W6,575 miilion earmarked for investment in mining and related
gctivities, during the 1981-85 development tlar period, 9:.5 per cent is
allocated to the NNPC. This further highlights the rrominence of the cil
sub--sector of the economy. The objectives set for this sub-sector are:

(i) achievement of internal self-sufficiency in the supply c*

petroleum products;

(ii) prevention of wasteful disposal of associated gas;

(iii) commercial utilisation of ges;

(iv) effective internsl distribution of petroleum products;

(v) greater participation by Nigerians in the o0il service sub-sector;

(vi) npore rapid acquisition of cil exploration and comservation

technology;
(vii) providing effective organization for govermment participation in

the o0il industry.
6 PROBLEMZ CF THE PUBLIC INDUSTRIAL SECTOR

Public enterprises the world over heve identical problems which vary
only in degree reflecting the different enviromments in which they operate.
In Nigeria, problems of public industrial enterprises, as well as public
enterprises in gereral derive from and are traceable to:

- Vegue and conflicting Government policy objectives and directives;

- Inadequate physical infrastructure;

- Capital structure;

-~ Shortage of manpowver;

-~ Undue and excessive political/administrative interference;

- Unwieldy ard poorly ccnstituted boards;

- Poor personnel practices;

- Overdependence on external sources of rav materials;
- Shortage or lack o7 dats for planning aad ﬁorecag@ing trendqr‘




There is a universal recognition of the important role of the public
industrial sector in the development process. At least, in Nigeria, the
right of the governments to particivate directly or indirectly in eccnomic
activities is well established end ccnstitutionally reccgnized. The modern
industrial sector is a relatively new phenomenon in Nigeria. The sector is
cheracterized by the lack of industrial labour culture arnd dearth of
menagerigl ané technieal skills. Nigeria's publice industriel sector is in
its infancy and does not have much more than & decade's history. Maay of
the large and strategic public industrial enterprises are still at the
construction stage. The growth of investment in this sector Is impressive

though the contribution or impact of the sector cannot be easily assessed.

In this discussion, the rationale, planning objectives ard importance
¢® the public industriael sector have been reviewed. The major investment
focus, and institutiona! in®rastructure have been identified and problems
sumarised. Public enterprises in developing countries are generally not
known for their efficient performance, and their poor verformance is &
matter of global concern. Nigeria has joined in the serious and
continuous search for practical solutions to the problems of pubdblic

enterprise ineffieciency.










