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PREFACE

This Industrial Development Review is one of a series of country studies
prepared by the Regional and Country Studies Branch of the United Nations
Industrial Development Organization (UNIDO).

The Reviews present brief factual and analytical surveys of industrial
development in developing countries. Such industry-specific Reviews are in
demand for a variety of purposes: to provide an information service to
relevant sections within UNIDO and other intermational organizations and aid
agencies concerned with technical assistance to industry; to be used as a
reference source for financial organizations, public and private industrial
enterprises and economic research institutes in developed and developing
countries; and to serve as a handy, useful information source for
policy-makers in developing countries. The Reviews do not represent in-depth
industrial surveys. With an ex~lusive focus on industry they present
information and analyses on the broad spectrum of the industrial development
process in the countries concerned in a condensed form.

The Reviews draw primarily on information and material available at UNIDO
headquarters from national and international sources as well as data contained
in the UNIDO data base. Generally specific field surveys are not undertaken.
The presentation of up-to-date information on sub-sectoral manufacturing
trends is usually constrained by incomplete national data on the industrial
sector. To supplement efforts unde: way in UNIDO, to improve the data base
and to menitor industrial progress and changes on a regular basis, it is hoped
that the relevant national authorities and institutions and other readers will
provide comments and further information. Such response will greatly assist
in updating the Reviews.

The present Review was prepared on the basis of information available at
UNIDO headquarters by mid-1988. It 1is divided into two rather distinct
parts. Chapter 1 and 2 are analytical in character, giving first a brief
overview of the country's economy and its manufacturing sector and then a more
detailed review of the structure and development of its manuvfacturing
industries. Chapter 3 exemines the problems and prospects of selected
sub-sectors of manufacturing. Chapter 4 reviews policy measures relevant to
industrial development and presents information on the more important
governmental and other institutions involved in industrial development.
Chapter 5 looks at emerging issues and future options for industrialization in
Nigeria and identifies crucial areas requiring multilateral technical
assistance.

It should be noted that Reviews are not official statements of intem ion
or policy by governments nor do the views and comments contained therein
necessarily reflect those of the respective governments.
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EXPLANATORY NOTE

Regional classifications, trade classifications, and symbols used in the
statistical tables of this report, unless otherwise indicated, follow those
adopted in the United Nations Statistical Yearbook.

Dated divided by a slash (1986/87) indicate a fiscal year or a crop
year. Dates divided by a hyphen (1986-1987) indicates the full period,
including the beginning and the end years.

References to dollars ($) are to United States dollars unless otherwise
stated.

Percentage may not add to 100.0 precisely due to rounding.
In Tables:
- Three dots (...) indicate that data are not available or not
separately reported;
- Two dashes (--) indicate that the amount is nil or negligible;

- A hyphen (-) indicates that the item is not applicable.

The following abbreviations are used in this document:

ASC Ajaokuta Steel Company

CBN Central Bank of Nigeria

DSC Delta Steel Company

EC European Community

ECOWAS Economic Community of West African States

ERP Effective rate of protection

FEM Foreign Exchange Market

FDI Foreign Direct Investment

FIIRO Federal Institute of Industrial Research Oshodi
FNDP Fourth National Development Plan

FOS Federal Office of Statistics

Gbp Gross domestic product

GNP Gross national product

GSP Generalized System of Preferences

IDC Industrial Development Centres

IDCC Industrial Development Co-ordinating Committee
IID Industrial Inspectorate Department

IMF International Monetary Fund

ISIC International Standard Industrial Classification
MAN Manufacturers Association of Nigeria

MFA Multi Fibre Agreement

MVA Manufacturing value added

N Naira

NBCI Nigerian Bank for Commerce and Industry

NECA Nigerian Employers Consultative Association




NEPB
NIDB
NRC
NTMA
ODA
OPEC
PAD
SAL
SAP
SFEM
SITC
SON
SSICS
STABEX
INC
TNDP
UNIDO

Nigerian Enterprise Promotion Board

Nigerian Industrial Development Bank
Nigerian Railways Corporatien

Nigerian Textile Manufacturers Association
Official Development Assistance

Organization of Petroleum Exporting Countries
Policy Analysis Department

Structural Adjustment Loan

Structural Adjustment Programme

Second Tier Foreign Exchange Market

Standard International Trade Classification
Standards Organization of Nigeria

Small-Scale Industries Credit Schemes
Stabilization Programme for Exports
Transnational Corporation

Third National Development Plan

United Nations Industrial Development Organization
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BASIC INDICATORS 1

The economy

GLP (1986)
Population (1986)

Labour force (1986)

GNP per capita (1986)

Annual growth rate of GDP
(per cent)

GDP by sector of origin
(per cent)

Agriculture

Mining and quarrying
Crude petroleum

Manufacturing

Coastruction

Services and others

Average annual rate of
inflation (per cent)

Currency exchange rate
(Naira equivalent to $)

$49,110 million

(]

103.1 million

34.5 million

:  $620%
: 1960-1970 1970-1975 1975-1980 1981
4.4 7.4 2.5 -2.9
1982 1983 1984 1985 1986 1987%°
0.0 -8.4 -5.4 1.2 -3.4 1.2
1988<”
3.5
:  1976/77 1980 1985
23.5 20.6 23.8
26.4 23.6 19.8
23.9 21.4 18.7
5.0 11.0 9.3
8.8 9.7 5.1
36.3 35.1 42.0
* 1960-19/0 1970-1981 1983 1934
4.0 144 14.2 3.4
1985 1986 1987 1988%"
5.5 5.4 11 20
: 1980 198L 1982 1983 1984
0.55 0.61 0.67 0.67 0.79
1985 1986 1987 1988 (Oct.)
1.00 3.32 &4.14 .63

a/ Estimate for 1986 based on World Bank Atlas methodology which uses the

average of

the exchange

rates in 1984-1986 for

measured in local currency into US dollars.

b/ Estimate.
¢/ Projection.

converting

1986 GNP




- viii -

BASIC INDICATORS 2

Resources

Agricultural resources:*’

Food crops (1986)
(in '000 tonnes)

Cash crops (1986)
(in '000 tonnes)

Fisheries (1986)
(in "000 tonnes)

Forestry (1986)
(in '000 tonnes)

Livestock (1986)
(in '000 tonnes)

Mineral resources:

0il reserves

0il output

Natural gas reserves
Natural gas output
Coal output (1986)
Tin output (1985)

[

es 40 on o0 o0 e

Cereals (1,326), sorghum (5,455),

millet (&,111), maize (1,336), rice (283),
roots and tuber (6,773), plantain (1,127),
sugar cane (897)

Palm kernel (350), cotton seed (100),
cocoa (123), rubber (190), groundnut (640)

Catches (128), inland lakes and river
catches (104), fish farm (n.a), industrial
coastal fish and shrimp (14.0)

Roundwood (92,562), sawnwood (926), wood
based panels (118), paper and paper-
boards (14)

Poultry (67), goat meat (192), lamb and
mutton (68), beef (223), pork (33),
milk (180), eggs (399)

20 billion barrels

534.2 million barrels

2.4 trillion cubic metres
18.7 million cubic metres
144,383 tonnes

1,221 tonnes

a/ Provisional.
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BASIC INDICATORS 3

Foreign trade and balance of payments

Exports (1987)

Products (1986)

Main destinations
Imports (1987)

Products (1986)

Main suppliers

Balance of payments (1986)
(current account surplus)

Official reserves (1987)
(excluding gold)

External debt (1987)
Debt service ratio

(as p2rcentage of goods and
services exported)

$6.4 billion®”

Petroleum (93 per cent), cocoa, rubber,
timber and groundnuts

United States, F.R. Germany, France, Italy
$3.8 billion?®”

Machinery and transport equipment (38 per
cent), manufactured goods classified by
material (21 per cent), chemicals (17 per

cent), food (13 per cent)

United Kingdom, F.R. Germany, France,
United States

$365 million
$1,165 million
$26.2 billion

1974 1982 1983 1984 1985 1986
1.7 10.3 18.6 28.4 34.1 19.3

198727

20.9

a/ Estimate.




BASIC INDICATORS &4

The manufacturing sector

Manufacturing value added MVA (1985)

Average annual growth of MVA
(per cent)

MVA per capita (1983)

Structure of MVA
Mainly consumer goods
Mainly intermediate s ods
Mainly capital goods

Employment in manufacturing and
processing (1985)
as percentage of total
labour force (1985)

Trade in manufactures®’
Export (1986)
Import (1986)

Share of manufactures®’
In total export (1986)
In total import (1986)

$7,773 million

1970-1975 1575-1980

-37.5

9.2 13.0
1983 1984 1985 198627
26.8 -il.9 19.2 -6.4

$52 (at constant 1977/78 prices)

1973 178
48.9 46.6
39.4 31.1
11.7 22.3

6.57 million

18.2 per cent

N3.5 million
N4,800 million

0.04 per cent
80.3 per cent

ot
e
=]
(98]

|

-
S~ N~
™ 00

a/ Estimates.

b/ SITC 5 to 8.




BASIC INDICATORS 5%°

Inter-country comparison of selected indicators

Unit Nigeria Cameroon Cote d*Ivoire Egypt Chana Kenya
I. Demographic ludicaturs
Area ‘000 sq ke 924 475 323 1,001 239 583
Population (mid-198s) million 1013.1 10.5 10.7 49.7 13.2 21.2
Population growth (1980-198e) per cent 3.3 3.2 4.2 2.7 3.5 4.1
(average annual growth rate)
Primary school cnroilment as per cent 101/8: 116/97 92/65 94/76 75759 97/91
percentage of age groups (1%%3) wmale/temale
II. Econumic Indicators
GDP (198¢) $ million 49,110 11,280 7,320 40,850 5,720 5,960
GDP growth (1980-1986) per cent -3.2 8.2 -0.3 4.7 0.7 3.4
(average annual growth rate)
GNP per capita (1986¢) 3 640 910 730 760 390 300
Agriculture (i986) per cent of GDP 41 22 36 20 45 30
industry (1986) per cent of GDP 29 35 24 29 17 20
Manufacturing (1986) per cent of GDP 8 ven 16 . 12 12
Services (1986) per cent of GDP 30 43 40 st 39 50
Gross domestic investment per cent of GDP 12 25 12 19 10 26
(1986)
Merchandise trade
Exports (1986) $ million 6,599 2,059 3,200 4,617%7 863 1,216
Imports (1986) $ million 4,498 1,512%7 2,024 9,517%" 753 1,649
i1, Industrisl Indirators
MVA (1985)(current dollars) $ million 7,773 952 889 .. 526 631
Manufacturing growth (1980-1986) per cent 1.0 15.9%7 -1,9%7 6.3%" -1.9 4.1
(average annual growth rate)
Share of manufactured exports per cent 1 [ 9 13 2 1e
in total exports (1986)
Share of manufectured imports per cent 84 86 75 69 74 73

in total imports (1986)

8/ Based on the World Bank data presented in the World Development Report 1988,

data base, Unfted Nations statistics, natfonal ststistics and World Bank dats base
and, therefore, discrepancies may be found between Basic Indicators 5

b/ World Bank estimate.

¢/  Industry as a whole.

It should be noted that the UNIDO

do not always tally precisely

» 8nd the text and Tables.




SUMMARY

The economy of Nigeria recorded a positive growth rate of 1.2 per cent in
1987 after several years of sombre economic environment in the 1980s,
excepting a temporary improvement in 1985. The pace of economic expansion in
1988 is unlikely to be significantly higher than what was achieved in 1987.
With an estimated annual population growth rate of about 3 per cent coupled
with a 20 per cent increase in inflation, real income per capita tends to
decline.

Amidst signs of reluctant economic recovery, there are indications that
the sacrifices made in the mid-1980s have established the base for
accelerating economic growth. Successful renegotiations of debt payment
arrangements with the majority of bilateral lenders in mid-1988 indicate that
the country's improved economic prospects have been widely recognized ia the
international financial market. Msny bilateral and private sector creditors
seem to appreciate the Nigerian government's concern to sustain real income
growth.

A key constraint on recovery stems from slow growth of export earnings.
Major expansion of balance-of-payments support assistance and commercial bank
lending is likely to follow an accommodation with the IMF and the World Bank
on a new Structural Adjustment Programme following the collapse of the 1986
Structural Adjustment Programme and a suspension of the disbursement of the
first instalment of the World Bank's second Adjustment Loan in 1987. The IMF
is currently insisting on the implementation of a comprehensive reform package
including a substantial reduction in the budget deficit, accelerated
depreciation of Naira, and instalment of its own team within the appropriate
government departments.

Nigeria has gcne some way towards meeting these requirements. The value
of the Naira has fallen from N1.00 per dollar in late 1985 to over N&4.63 in
late 1988. Official and auction market exchange rates have been unified.
Interest rates have been de-regulated and a comprehensive  import
liberalization programme has been implemented. The concern to reverse the
declining trend in per capita income growth has prevented it from going all
the way.

MVA per capita in Nigeria is still only 70 per cent of the average for
Africa, despite the fact that the manufacturing sector grew at almost twice
the African average during 1970-1984, Growth rates vary across the
sub-sectors of manufacturing. Beer had the highest growth rate in terms of
annual output, followed by vehicle assembly, soap and detergents during
1977-1981. Negative growth rates were recorded by vegetable oils,
pharmaceuticals and cigarettes. Annual variations in production were very
large. In all cases, the standard deviation was significantly greater than
the mean. Variations were particularly large in the case of vehicle assembly
and pharmaceuticals, but these branches accounted for a relatively small
proportion of manufacturing output over the period 1977-1981.

The period 1982-1986 stands in sharp contrast to the earlier years. The
index of total manufacturing production (1972 = 100) fell from 432 in 1982 to
321 in 1986. The volume of production in 1986 was thus 25 per cent below that
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of 1982. The largest contraction was recorded in vehicle, cotton textiles,
soaps, detergents and pharmaceuticals. Cotton textile production fell in
every year during the 1982-1986 period.

Although manufacturing growth had been rapid during the 1970s,
particularly by African standards, structural imbalances contributed to a
virtual evaporation of the growth of MVA during the first half of the 1980s.
The drastic cutbacks in imports following the introduction of the austerity
programme in April 1982 and the revision of government plans announced in the
budgets for 1983, 1984 and 1985 exposed the weaknesses of the Nigerian
manufacturing sector. The manufacturing sector recorded a 19.2 per cent
increase in MVA in 1985, compared with a 11.9 per cent decline in 1984.
Growth once again faltered to a negative rate of 6.4 per cent in 1986. The
sharp depreciation of the Naira adversely affected most manufacturing branches
except for a few consumer goods due mainly to higher costs of imports, lack of
spare parts and limited impact on exports. As a result MVA declined by 10 per
cent in 1987. A recovery in manufacturing production is under way in 1988
depending on the rapid success achieved by domestic producers in switzhing
from imported to local sources.

Although Nigeria followed an import-substitution strategy, the net import
requirements of the manufacturing sector have continued to grow rapidly during
the 1970s. Resource-based industries - both agro- and hydrocarbon-based
branches - have stagnated, at least partly, because of a system of protection
and state intervention which discriminated against them.

Of greatest importance perhaps is the need to increase the integration of
the manufacturing sector within the domestic economy. At present over 50 per
cent of the raw materials consumed by the manufacturing sector are imported.
Industrial concentration remains very high within key manufacturing branches.
Many enterprises employ relatively capital-intensive technologies.
Unemployment within the formzl sector is currently estimated at about
4 miilion by unofficial sources and has not fallen substantially despite the
economic recovery of 1987 and 1988.

There are indications that capital-intensity has increased significantly
during the 1970s. Public investment remains concentrated in highly capital-
intensive industries and efficiency in the public manufacturing sector remains
low. The cost of plant and equipment in Nigeria is relatively high due to
high costs of construction and of expatriate skilled labour and the need for
infrastructural investment by the firms themselves. The average cost of fixed
ascet per job in modern Nigerian industry has risen significantly in the 1980s.

When most manufacturing branches experienced severe difficulties during
1982-1986 the breweries continued to thrive. 1} .duction is reported to have
fallen marginally during 1987 and !988 due to restrictions on the imports of
malted barley and problems associated with the locally produced substi*:. _es.
The import ccntent of domestically produced beer is unlikely to fall despite
the ban on malt barley imports.

The import content of raw materials used by the Nigerian textile industry
declined during 1986/87 but has remained stagnant during 1987/88, suggesting
that the limit of efficient substitution of locally produced for imported
inputs has been reached. An improvement in domestic cottonseed production
during 1987/88 has been accompanied by substantial increases in producers’
prices. This has made continued substitution of domestic inputs for imports
difficult.




Stimulated by strong domestic demand during the second half of the 1970s,
the domestic production of passenger vehicles rose by 44 per cent. In 1987
Nigeria produced around 10,000 cars which represented about 12 per cent of the
production level achieved in 1980. In the wake of falling per capita income a
major revival of domestic demand for passenger cars is not expected. However,
as the Nigerian economy recovers from the crisis of the 1980s, the demand for
transport equipment could revive. A viable programme for increasing capacity
utilization within the transport equipment branch needs to be drawn up, with a
focus on the role of medium~ and small-sized engineering firms in
subcontracting.

Although employment in the Nigerian steel industry is relatively small,
two-thirds of the labour force of the steel sector constitute technicians and
engineers representing a high prcportion of the nation's scientific and
engineering capacity. There is a need to upgrade local skills in order to
reduce the dependence on expatriate workers within the iron and steel
industry. Capacity utilization within the highly import-dependent steel
sector is estimated at around 11 per cent.

The government embarked upon a major policy reform programme with the
introduction of the Structural Adjustment Policy of 1986. A prime concern has
been the achievement of a significant reduction in the import content of
production and some success has already been registered in this direction. A
resource-based industrialization strategy aimed at an effective and efficient
exploitation of the potential for import-substitution can reduce economic
dualism and enhance the manufacturing sector's contribution towards the growth
of employment.

The industrial policy framework to stimulate a restructuring of
manufacturing investment is deemed vital for fostering the growth of domestic
resource-based and relatively labour-intensive industries. This is
particularly necessary to strengthen manufacturing inter-sectoral linkages
with agriculture. This cannot be achieved by an industrial policy package
which relies on the dismantling of controls. There is a need to develop a
creatively interveationist industrial policy package which can arrest the
de-industrialization process that has occurred over much of the 1980s.

Policy-makers have sought to introduce comprehensive changes in the
industrial regulation and incentives system. Main emphasis has been placed on
a large-scale privatization programme involving the privatization and
commercialization of over a hundred government companies. However, within the
manufacturing sector, the government seeks to maintain equity and managerial
control of the enterprise within the heavy industrial sub-sectors (steel and
petrochemical) and to concentrace the privatization initiative on the consumer
goods branch. The success of the privatization programme should be judged in
terms of its impact on reducing industrial dualism through the exploitation of
existing opportunities for efficient import-substitution and increasing
manufactured exports.

Multilateral technical assistance can be of considerable importance in
stimulating efficiert industrial restructuring in Nigeria and sustaining
industrial recovery. Because of the relatively high levels of export earnings
during the 1970s, Nigeria has received very little concessional assistance
since independence. A major expansion in the concessional assistance programme
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- a major techmical assistance component - is required to facilitate the
rehabilitation and res‘ructuring programme. Within the manufacturing sector
good  growth prospects exist for industries which can substitute
domestically-produced raw materisls for imports. Multilateral assistance
could be directed towards creating opportunities for domestic resource-based
light wmanufacturing industries which are pivotal to bridge the "missing
middle” in Migeria's dualistic industrial structure.




I.  THE ECONONMY OF NIGERIA

1.1 Recent economic trends

The pace of economic recovery in Nigeria remains svbaued. A positive
rate of growth estimated for 1988 is unlikely to ke significar :ly higher than
the 1.2 per cent grcwth of real GDPY’ achieved during 1987. Rapid increase
in import prices resulting from the Structural Adjustment Programme (SAP)2’
impedes sustained industrial expansion. With an estimated annual population
growth rate of about 3 per cent coupled with a 20 per cent increase in
inflaticn, real income per capita tends to decline for the tenth consecutive
year since 1978, with the exception of temporary gains in 1979 and 1985.

The government has been concernzd to reverse the declining trend in GDP
per capita. Tke 1988 budget specifically scught economic reflation through
the establishment of a N2.5 billion special r=flationary fund (representing
about 9 per csnt of total prcjected expenditure). Allocations from this fund
are to he made for the rehabilitation of the rransport system and the
educaticnal infrastructure, stimulation of employment, expansion of the
product ra. ge of the steel industry®’ and the tightening of inventory
control. In order to consolidate the reflationary impact of the budget, the
government has announced an end to the wage freeze in operation since 1987.

Tre  total budgetary expenditure during 1988 has been estimated at
N10.58 billion (over 10 per ceat in excess of the 1987 level in nominal
terms). Although federa! budget estimates show a surplus of N31 million, only
about 65 per cent of the expenditure is to be funded from regular revenue
sources. The remainder of the revenue is to be obtained from borrowings from
the domestic banking system (including a N2.5 billion "self-liquidating” fund
to be funded froem Central Bank loans) and from project related external
borrowing.

It may, therefore, be held that the reflationary impact of the 1988
budget is likely to be modest and if revenue estimates turn out to be
conservative (and there are reasons to believe that this might well be the
case particularly if the reorganization of the customs collection system
proves to be effective) the fiscal deficit to GDP ratio may decline from about
Il per cent in 1987 to about 8 per cent in 1988.

A key constraint on growth stems from the balance-of -payment situation
which registered a current account deficit of $200 million in 1987 against a
surplus of $365 million in 1986. The government expects to balance its

1/ At 1977/78 factor cost.

I

/ In operation during July 1986-June 1988.

1w

/ N350 million is allocated for this purpose.
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foreign exchange budget for 1988 by reducing its imports from $5.7 billiox to
S.1 billion and cutting debt servicing payments from $5 billion ir 1987 to
$1.7 billion in 1988. The reduction in debt repayments has been necessitated
by the slow growth in export earnings and the rising volume of net capital
outflow.

In early 1988 the government achieved a significant success in
rescheduling of wuninsured trade debts which followed earlier agreement with
the London Club of Commercial Banks. Bilateral agreements had also been
reached with 14 of the 19 Paris Club Official creditors by mid-1988.
Nevertheless the inability to reach an accommodation with the IMF and the
World Bank on a new Structural Adjustment Programme has delayed the provision
of export credit cover and the availability of balance-of-payments support and
commercial bank lending to Nigeria.l”

The IMF requires a substantial reduction in the fiscal deficit ratio,
accelerated depreciation o the Naira and inclusion of its own team within the
relevant ministries to m-~itor progress as part of its conditicnality for the
conclusion of a new agreement. During 1987 Nigeria moved some way towards
implementing thesz measures. The value of the Naira fell from N1.00 per
dollar at end 1985 to N4.63 in October 1988. The official and auction market
exchange rates were merged in July 1987. Interest rates were de-regulated, a
wage freeze was in operation during 1987 and a comprekensive impcrt
liberalization programme was implemented. In April 1988 the government tock
the first step towards a reduction in petrol subsidies?’ and alsu announced
2 programme for the privatization of 96 state-owned companies.

The crucial issue posing the Nigerian policy-makers 1is the pace of
implementing the reform package and the resultant impact of these reforms cn
growth. The primary purpose of the reform package is to be directed towards
reversing the declining trend in real income per capita. Given the continued
depression in the world o0il market and the domestic demand-oriented
production, economic restructuring could hardly take place if domestic demand
continues to contract over the medium-run.

There is a strong case for linking debt rescheduling arrangements with
export growth as to enhance the importance of achieving the target for
increasing earnings from non-oil exports from N560 million in 1986 to
N1.2 billion in 1987.2 The government's target of maintaining debt service
to exports ratio of between 20 to 25 per cent can provide a realistic basis
for debt rescheduling negotiations. A cohesive policy package could enhance
Nigeria's capacity to restructure and maintain a positive per capita GDP
growth rate in the medium-run.

1/ The 1986 agreement with the IMF expired in 1987 without a successful
review, and the disbursement of the first instalment of the World Bank's
second Structural Adjustment Loan (SAL) remains suspended.

2/ Although the 150 per cent increase in petrol prices is currently being
advocated by the IMF, it seems unlikely to be adopted in the current year.

3/ Earnings from oil exports declined from $6.4 billion in 1986 to
$6.1 billion in 1987 and are expected to decline to $5.5 billion in 1988,
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Tabla 1.1: Nigeria's external debt, end-1987
($ billion)

Sources of debt $ billion

Official debt 8
Arrears/rescheduled claims 2
Multilateral agencies 2
Other official 2

Total official 15.2
Banks 3.4
Arrears/reschedulings 2.5
Promis.ory notes 4.9
Short-term loans 0.2

Total non-official 11.0

Source: Financial Times, March 7, 1988.

The sources of external debt presented in Table 1.1 reveal that total
official debt stood at $15.2 billion by end 1987, while unofficial debt
amounted to $11 billion. The country has already demonstrated its ability in
concluding successful rescheduling agreements with London Club Creditors and
the majority of bilateral donors despi:e the delay in the negotiations with
the IMF and the World Bank. It is increasingly being recognized that Nigeria
is capable of eahancing its economic base for self-sustained growth and
stability.

1.2 Economic structure

Nigeria accounts for about a fifth of Africa's population and about a
quarter of the region's GDP (Table 1.2). Nigeria's share of Africa's MVA has
gignificantly risen from 21 per cent in 1970 to 29 per cent in 1984,
reflecting the relatively more rapid development of the Nigerian industrial
sector during the period of the oil boom. A trade/GNP ratio of about 40 per
cent retained in the 1970s declined significantly in recent years, and
currently stands at less than 30 per cent (1987). The share of Nigerian
exports and imports in Africa’s total trade has declined over 1982-1985,.

The achievement of a sustained growth rate of GDP in excess of the growth
rate of population has to be the main focal point in view of the fact that the
country's 1987 GDP per capita recpresented only 66.6 per cent of its level in
1975 (Table 1.3). Despite the gains in the period of the oil boom (rouguly
1974-1979) GDP per capita in 1987 was 21 per cent below the level achieved in
1970 in real terms. The 1980s have been a period of great economic stress
when most of the gains made during the period of the oil price rise have been
jeopardized as a result of the impact of the global economic recession.
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Table 1.2 Nigeria and Africa : a comparisom, 1960-198b, (s:
(in millions of doliars, unless otherwise stated)

i

Nigeria as per

Indicator Year Africa®’ Nigeria cent of Afrirca
Population (million) 1986 524.5 103.1 19.6
GDP 19602 25,630 3,150 13,2
1982% 307,550 71,720 23.1
19852 258,700 75,300 26.1
MUA 1970 2223 2,012 21.3
1984%7 27,489 3.039 29,3
Exports 198247 73,145 19,484 26.6
198527 60,288 12,567 20.8
Imports 1982+ 83,863 29,821 24.8
1985417 59,983 8,877 14.8
Net direct 1970%" 382 205 33.6
fcreign private 1982%° 734 358 L7.5
investment 19852 1,516 351 22.5
Gross net 197027 4,229 223 5.2
reserves 19822 24,040 1,927 8.0
198527 20,159 1,893 9.4
Guaranteed debt 197047 8,531 460 5.6
public and 19829 86,204 6,085 7.¢C
private 1985% 110,430 13,016 11.8

Source: World Bank, World Development Report 1984, 1987 and 1988.
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Tanzania, Togo, Tunisia, Uganda, Burkina Faso, Zaire, Zambis and Zimbatwe.

Date not available fur Sierra leone, Angols, and Mozambique.

Cata not availaeble for Somalis, Mozambique and Angola.

Data no: avaiilable for Uganda, Mozaubique and Angola.

Mi!'ions of dollars in constant 1980 prices. Dsta not available fur Burkina Faso, Mali, Mo-ambique, Medagascar,
Nigeria, Central African hepudlic, Cuines, Chad, Mauritania, Egypt and Congu.

Cate nutl availeble fur Burkiua Faso, Mali, Malawi, Madagascar, Mozasbique, MNiger, Sudan, Chad, Mauritius, Egypt
and Angola.

Data not available for Rwands, Guinea, Benin, Mozembique snd Angol..

Data not available for Central African Republic, Lesoths, and Botswana.

Uata not avaslable for Lesocho.

Data not available for Lesotho end Botswans.

Data not available for Mali, Burundi, Tanzania, Cuinea, Mozambiyne, Suden, liberia, lesoths, Egypt, Zinbebwe,
Congo People’s Reputlic, Angola and Libyan Arad Jamshiriya.
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Tanzanias, Guinca, dScnegal, Zambia, Ugands, Cote a'ivoirc and Angola.

lla Bot available tor Guinea, Mozambique, Liberia, [esorhe arnd Angola.

Data not availatle far Guinea, Mozsmbique and Angola.

Datae not avsilable for Mozambique, Cuinea and Ugands.

Duta not available tor Angula and Mozarbique.

Data not avallable for Mozambijque.
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In 1970 Nigeria accounted for over half the net direct foreign investment
in Africa. By 1985 this share had fallen to 22 per cent. As an 0il exporting
coun.try Nigeria's share of concessicnal assistance has always bz2en small. In
1985 Nigeria received only $32 million in the form of ODA loans. Nigeria's
share of Africa's publicly guarantead debt has more than doubled over the
1970-1985 neriod. The need to service this rising volume of debt has
significantly constrained Nigeria's economic performance in the present decade.

The country's relatively better <«conomic performance awong the African
countries in the 1970s was largely riae to the growth of oil revenues. During
1970-1981 Nigeria's GDP per capita prew at a real rate of 1.8l per cent per
annum - the corresponding rate for the whole of Africa was 1.12 per cent. GDP
per capita in the group of all developing countries as a whole, however, grew
at a much faster rate - 2.67 per cent per annum - during this period. MVA per
capita growth in Nigeria was significantly greater (6.7 per cent) than in
Africa (2.77 per cent) and the developing world (3.98 per cent) during
1970-1981. MVA per capita in Nigeria was $48 in 1981 (at constant 1975
prices) as compared with $101 in all developing countries and $46 in Africa.
Over the period 1980-1987 CDP has fallem by about 17 per cent and GDP per
capita has declined by 34 per cent in real terms -~ the largest annual falls
being recorded in the years 1983 and 1984. (Table 1.3)

Table 1.3: Nigeria: GDP and GDP per capita, 1975-1987
(at constant 1975 prices)

Year GDp Growth rate GDP per capita Growth rate
(N billion) (per cent) (Naira) (per cent)

1975 27.2 360

1976 30.0 10.3 365 1.4
1977 32.1 7.0 405 10.9
1978 30.2 -5.9 370 -8.6
1979 32.2 6.6 380 2.7
1980 30.8 -4.3 355 -6.5
1981 29.9 -2.9 335 -5.6
1982 29.9 0.0 325 -2.9
1983 27.4 -8.4 290 -10.7
1984 25.9 =-5.4 255 -12.0
1985 26.2 1.2 260 1.9
1985 25.3 -3.4 245 -5.7
1987 25.6 1.2 240 =2.0

{
'

1987 as per cent
of 1975 9.1 66.6

Source: Government of Nigeria, Annual Abstract of Statistics, various issues.

A significant shift in the structure of production ocrcurred during
1960-1981. The share of manufacturing in GDP rcce from 5.38 per cent in
1977/78 to 9.30 per cent in 1955 (Table 1.4), due to the rapid growth of the
manufacturing sector at an annual rate of Il per cent in the 1970s. During




Table 1.4: Gross domestic product by industrial origin, 1977/78 - 1985

(percentage)

1977/78 1978/79 1979/80 1980 1981 1982 1983 1984 1985
Agriculture, Total 23.48 22.98 20.14 20.61 21.16 25.04 25.91 25.72 26.56 |
Crops and Other 19.55 18.80 15.60 15.67 15.76 19,25 19.37 19,37 19,18
Livestock 3.93 4,18 4.%54  4.94 5.40 5.79 6.54 7.35 7.38
Mining and Quarrying 25.08 23.52 27.59 23.57 18.47 16.73 17.16 19.62 19,82
Petroleum 22.44 21.31 25.50 21.41 16.00 14,61 15.20 18,11 18.68
Qther 2.64 2.21 2.09 2.16 2.47 2.12 1.96 1.51 1,14 !
Manufacturing 5.38 7.42 8.68 11.05 7.54 6.% 8.84 8.22 9,30 i
€lectricity, Gas and Water 0.31 0.38 0.46 0.46 0.59 0.69 0.76 0.83 0.82 !
Construction 9.49 9.85 9.28 9.69 11.09 9.56 8.82 6.78 5,15
Transportation 3.13 3.48 3.24 3.70 4.84 5.17 4.12 3.27 2.63
Communication 0.17 0.20 0.20 0.18 0.21 0.21 0.22 0.23 0.22
Wholesale and Retail Trade 21.48 19.67 19.31 20.03 21.95 20.17 18.97 18,35 19,16
Housing 3.43 3.76 3.20 3.10 3.55 3.78 3.03 3.19 3.95
Government Services 5.32 5.92 5.26 5.32 7.41 8.12 8.11 8.70 8.18
Other Services 2.73 2.82 2.64 2.29 3.19 3,99 4,06 4,09 4,21
GDP at Factor Cost 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100,00 100.00

Source: Government of Nigeria.
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1980-1985 the share of agriculture in GDP rose sharply from 20.61 per cent to
26.96 per cent after having suffered sharp declines in the late 1970s. The
share of mining and quarrying in GDP fell from 25.1 per cent in 1977/78 to
19.8 per cent in 1985 against sharp increase in 1978/80. The service sector
accounted for 40.3 per cent of GDP in 1963 and 36.7 per cent in 1981, despite
fluctuations during the 1960s and 1970s.

Exports have  fluctuated widely during 1983-1987 rising from
$10.36 biliion in 1983 to $12.57 billion in 1985 but declining every year
since then. Export earnings in 1987 were $6.4 billion, representing a decline
of 7 per cent in dollar terms from the previous year. The government's export
projection for 1988 is only $6.9 billion and even this forecast reflects an
optimistic expectaticn that non-oil exports will increase significantly. 0il
continues to dominate the Nigerian economy. Over the period 1982-1985 it
provided an average of between 90 to 95 per cent of export earnings although
the government expects this share to decline significantly in 1988. The share
of the petroleum sector in GDP stood at 17.5 per cent in 1987 but oil receipts
still accounted for over 70 per cent of federal revenue in 1987. With known
0il reserves in excess of 20 billion barrels, Nigeria is likely to remain
dependent on oil revenues particularly as a means of financing public sector
investment for a significant time period.

Agricultural output grew at an annual average rate of 4 per cent during
1980-1984 but the droughts of the mid-1980s have offset some of the earlier
gains. On the other hand MVA contracted at an annual average rate of
-12.5 per cent during 1980-1984 followed by a rapid growth in 1985, which
represen‘=2d only a temporary recovery since MVA declined in both 1986 and
1987. Thc share of the service sector in GDP rose significantly from 8.6 per
cent in 1980 to over 12 per cent in 1984 while the share of trade and
transport remained almost constant.

The recession has also seen a marked shift in the structure of aggregate
demand. The share of private consumption has increased from 71 per cent of
GDP in 1982 to 77 per cent in 1985. The share of government consumption had
declined to 9 per cent by that year. Gross domestic investments have declined
sharply from 25 per cent in 1982 to just over 10 per cent in 1985 - it is
estimated that in real terms gross domestic capital formation has fallen by
about 66 per cent during 1982-1985. Domestic savings have fallen much more
moderately - from 16 per cent in 1982 to 14 per cent in 1985. It is estimated
that the Nigerian terms of trade index declined by about 7 percentage points
over the period 1981-1986.

The rising volume of external debt obligation coincided with an increase
in both federal and state governments domestic debts.t” The federal
domestic debt has increased from N14.85 billion in 1982 to over N31 billion at
end-1988. Interest payments have become an increasingly important drain on
the recurrent budget (on average representing about 25 per cent of the
recurrent expenditure during 1984-1988). Increased borrowing from the banking
system has tended to fuel inflationary pressure within the econony. As the
import liberalization measures introduced during 1987 and 1988 under the SAP
accelerates inflationary pressure, the government remains sericusly rconcerned
to dampen the inflationary impact of an economic recovery prngramme.

1/ Owed to domestic banks (including the Central Banl) and suppliers.
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The contours of this programme are not entirely clear as yet since the
government has postponed the inauguration of the Fifth National Development
Plan until the beginning of 1989. The government remains concerned to
accelerate the rate of per capita income growth and to restructure the economy
so that the dependence on oil is grauually reduced and the national economy
becomes increasingly diversified. The development of the manufacturing sector
can contribute towards increasing inter-sectoral integration within the
national economy, accelerating the growth of agricultural productivity,i‘
enhancing the technological and entrepreneurial capability of the ccuntry and
reducing the level of urban unemployment - estimated at almost 40 per cant
among school-leaving youth in 1986. The growth of manufacturing sector «ould
also provide important opportunities for the expansion of employment iun rural
areas.

1.3 An overview of the manufacturing sector

With MVA valued at $3.4 billion in 1985, Nigeria ranks as Africa’s
largest manufacturing economy after Egyptg' and twelfth among develcping
countries.®” MVA per capita in Nigeria is still only 70 per cent of the
African average (it was less than half this level in 1970) and it is abont
35 per cent of the average level of MJA in the developing country group (Apnex
Table A-2). The share of MVA in Nigeria's CGDP is estimated by UNIP'U at abcat
5 per ceat in 1985 (at constant 1580 prices) (Annex Table &-1). T =
government estimates a 9.3 per cent GDP share of manufacturing at constant
1978/79 prices (Table 1.4). In the West African region, Nigerian MVA per
capita is higher only than that of Togo, Ber:in and Guinea.

The manufacturing sector in Nigeria grew at more than twice the average
the African state during 1970-1980 (Annex Table A-3). While average Afvican
MVA grew at the rate of about 3 per cent per annum during 1981-1685, Nigerian
MVA contracted at an annual average rate of 9 per cent during this period.

The manufacturing sector remains heavily import-dependent, despite two
decades of growth sustained by import-substituting policies. A wide range of
light consumer goods are currently produced. Their development represents
what can be aptly described as 'easy” import-substitution, localization of
assembly and final processing of relatively simple products. The earliest
manufacturing units to be established were the agro-based industries,
especially vegetable oil-extraction plants, tanneries and tobacco processing
units. They were soon fo!lowed by textiles, breweries and cement.

The First National Development Plan (1962-1968) was drafted with the
anticipation of the first substantial increase in foreign aid. It retained
the emphasis on light industry and assemblage. Manufacturing projects
included simple machine tools, kitchen utensils, electric fans and motor
vehicle assembly. This strategy was broadly retained in the Second National
Development Plan (1970-1975). The Third National Development Plan (1975-1980)
shifted the emphasis to heavy industry. Within the manufacturing sector the
major projects were in steel and the petroleum refining sectors. Industrial
production failed to maintain its momentum during this period due to rising

1/ Particularly by increasing its contribution to the production of
agricultural inputs (fertilizers, farm tools, tractors etc).

2/ Estimates of MVA of Egypt are not provided by World Development Report,
1988. UNIDO estimates Egyptian MVA at $5.5 billion in 1984,  UNIDO,
Industrial Development Review Serics: Egypt, 1986, UNIDO 15.637, p.viii.

3/ World Bank, op. cit., 1988.
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inflation, increased competition from imports and growing inefficiencies
within manufacturing enterprises. The Fourth National Development Plan
(1980-1985) retained the emphasis on heavy industry but, many of its policies
and strategies remain unimplemented due to the economic crisis which has beset
the Nigerian economy since the late 1970s. In the wake of balance-of-payments
difficulties the government had to postpone some projects and abandon others.
The iron and steel sub-sector has been particularly seriously affected oy
these developments.

Within the new framework of priorities the Structural Adjustment Policy
adopted in 1986 by the government, emphasized increasing domestic sourcing -
with dcmestic sourcing targets of between 50-100 per cent being set for the
soft drink, food processing, petrochemicals, chemicals and machine tools
sub-sectors. The large-scale devaluation of the Naira during 1986-1988 led to
a massive escalation in import costs, and tariff cuts introduced in 1986 and
1988 created severe probléems for domestic manufacturers and have led to
several representations by the Manufacturers Association of Nigeria (MAN) to
the government. The severely restrictive monetary policies of 1986 and 1987
have reduced credit and more seriously prevented a growth in effective demand
thus seriocusly constraining manufacturing markets. Capacity utilization rates
fell significantiy during 1986-1987.

A recovery in manufacturing production is under way during 1988 depending
on the rapid succes. achieved by domestic producers in switching from imported
te loucal scurces. The growth momentum can be maintained if domestic demand
expands ~ a likely consequence of the mildly reflationary 1988 budget and the
associated decisicn to 1ift the wage freeze - and if the Naira stabilizes in
world markets.

The  Structural Adjustment Policy also envisaged a large-scale
privatization initiative on the part of the government. Early development of
the manufacturing sector was largely due to the investment of foreign
capital. The role of public sector has grown following the oil boom and the
increased emphasis on heavy industries. The indigenization laws of 1973 and
1977 have contributed to an expansion of domestic private sector investment.
In most of the larger manufacturing <nterprises, foreign capital retains a
presence in collaboration with state and domestic private sector investors. A
large proportion of fcreign investment was located within the mining and
manufacturing sectors.

Foreign interests currently represented in major Nigerian companies
include UAC of Nigeria, We.t African Portland Cement (blue circle) Peugeot
Automobile Nigeria, Volksvagen of Nigeria, Chemical and Allied products
(ICI), Metal Box, Dunlop, Michelin, John Holt (ionrhn), SCQA Nigeria, CFAO
Nigeria, the Leventis and Mandilas groups, and PZ |Industries. The
privatization initiative that commenced in 1988 include 96 public enterprises
- about 50 per cent of these are involved in manufacturing.

Consumer goods industries have usually achieved relatively high growth
rates but since 1980 the goverament has concentrated much public investment in
the steel, petrochemical ai.d fertilizer branches. It is likely that this
emphasis will be retained ir the Fifth National Development Plan to be
announced in early 1989.

The expansion of the manufacturing sector is necessary for achieving
inter-sector integration and balance. The present emphasis on increasing
domestic sourcing is likely to contribute to this end. A stimulation of
effective domestic demand is seen as a fundamental prerequisite for enhancing
growth and performance of the manufacturing sector in Nigeria.
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REAL GROWTH RATES OF GDP AND MVA, 1970-1988
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DISTRIBUTION OF GDP BY SECTOR OF ORIGIN, 1977 AND 1986
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COMPOSITION OF MANUFACTURING VALUE ADDED, 1981 AND 1984
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2. STRUCTURE AXD PZRFORNANCE OF THE MANUFACTURING SECTOR

2.1 Growth and structural change

The manufacturing sector in Nigeria grew at an average annual real rate
of 9.2 per cent for the first half of 1970s and 13.0 per ceant for the last
half. With the exception of the year 1974 the index of manufacturing growth
was relatively steady in the 1970s. Table 2.1 presents estimates of changes
in the index of manufacturing production and of selected prcducts over the
period 1977-1986. The major omission from this Table is petroleum products
(ISIC 3530) which was estimated to account for on average 12 per cent of MVA
during this period. During 19231-1987 the manufacturing sector contracted
largely due to the unavailability of required imported inputs. This trend is
likely to be reversed in 1988 partly as a result of success in .witching from
imports to domestic input sources.

Growth rates vary across the sub-sectors of manufacturing. Beer had the
highest growth rate in terms of annual output, followed by vehicle assembly,
soap and detergents during 1977-1981. Negative growth rates were recorded by
vegetable oils, pharmaceuticals and cigarettes. Annual variations in
production were very large. In all cases, the standard deviation was
significantly gresater than the mean. Variations were particularly large in
the case of vehicle assembly and pharmaceuticals. Both these branches
accounted for a relatively small proportioa of manufacturing output over the
period 1977-1981.

The period 1982-1986 stands in sharp contrast to the earlier year. The
index of total manufacturing production (1972 = 100) fell from 432 in 1982 to
3121 in 198€. The volume of production in 1986 was thus 25 per cent below that
of 1982 and roughly equivalent to the fall of GDP per capita. The largest
contraction was recorded in vehicle, cotton textiles, scaps and detergents and
pharmaceuticals.t” Annual wvariations in production have once again been
very large. This would suggest that the recovery of some consumer products
branches in 1988 may represent no more than an early temporary gain. Beer is
the only industrial product which has shown a sustained growth trend during
the depression.

Estimates of structural change over the past decade are difficult to make
because petroleum products are included in the manufacturing output and value
added calculations only since 1981.%2° Annex Table A-4 reports estimates of
gross output and value added (excluding petroleum products) for the period
1973-1980. It shows that structural change during the period has been
relatively modest. The value of Spearman's rank correlation coefficient
between industries, ranked by value added in 1973 and 1980, was as high as
0.83. The top four industrial branches in 1973 were food manufacturing,
textiles, fabricated metals and other chemicals. The textile and fabricated
metal product had dropped down to ranks five and =ix respectively in the 1980
ranking. Other industries which experienced a substantial relative decline
include leather, footwear, miscellaneous petroleum, coal and wood products.

1/ Estimates of pharmaceuticals production are not reported by CBN but low
capacity utilization rates in this branch indicate negative output growth.

2/ Output and value added estimates in the time series data are reported
only up to 1983,




Table 2.1:

Index of total manufacturing production and of selected products, 1977 and 1981-1986

(1972=100)
Total Beer Cement Cotton Rubber Soap & \Veqgetable Vehicle Cigarettes Pharma-
textiles detergents oils assembly ceuticnls
1977 266.8 185.5 117.1 179.2 109.3 328.4 14,8 1097.3 122 186, 6
1981 394.9 497.3 232.8 212.9 . 470,5 12,5 1227.8 121 127.9
1982 432.7 509.3 272.8 285.5 . 467.0 . 5463.3 oo .
1983 319.0 3ng ) 96.6 144.8 e 558.6 ceo 2068,3 Ve Ve
1984 280.8 419.4 60.9 103.9 con 324.1 con 689.3 ' |
1985 336.5 489.3 303.8 110.0 e 367.9 ‘e 1344, Ve . =
1936 321.2 587.3 285.1 73.5 . 247,5 con 687.8 . . ]
(Annual growth in per cent)

1977-1951 10.3 28.0 18.7 4.4 A -4, 2,0 0,2 9.0
1582 9.6 2.4 17.2 34.) e -0.7 vee 216,2 . vee
1983 -26.3 -39.9  -64.6 -49.3 19.6 ~62.] :
1884 -12.0 37.0 -37.0 -28.2 e -40.2 o 66,7 . v
1985 19.8 16,7 398.9 5.9 10.1 Ve 95.0 .
1986 4.6 20.0 -6.2 -33.2 . -32.7 e -48.8 . Ve
Source: Central Bank ot Nigeria, Annual Report and Statement of Accounts, var lous issuws,
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Branches which significantly increased their value added share included
transport equipment and other chemicals. The share of consumer goods
industries (ISIC 311 to ISIC 332) fell from S8 per cent of MVA in 1973 to
41.6 per cent in 1978. The fall was almost entirely due to a marked decline
in the share of transport equipment from almost 20 per cent in 198l to 4.6 per
cent in 1984.

Table 2.2: Structure of manufacturing value added, 1981, 1983 and 1984

(percentage)
Sub-sector of manufacturing 1981 1983 1984
Non-durable consumer goods 64. 66. 71.
Food, beverages and tobacco 27. 27. 32.
1 1

Textile, wearing apparel
Footwear and leather
Paper and products
Rubber and plastic
Pottery and china
Pharmaceuticals
Petroleum products

.
.
.

VOO WOO NS
L ]
WO O WV NN e
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L]
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L]
OO ONWVNm~-D

et

Durable consumer goods 8.2 8.8 6.8
Furniture 4.4 5.0 2.2
Non-electrical household goods 1.1 1.3 1.2
Radios and TV sets 1.0 0.4 1.4
General electrical household goods cee cee cen
Other consumer goods .7 2.0 .2
Capital goods 36.0 24.8 21.3
Basic metal products .o .o 1.6
Fabricated metal products 4.5 5.8 6.9
Machinery 0.01 0.1 0.0
Transport 19.6 14.4 4.6
Other capital goods 3.7 4.7 8.3

Source: Federal Office of Statistics, Industrial Survey of Nigeria,
1980-1983, Industrial Survey of Nigeria, 1984, Lagos (mimeo).

The structure of manufacturing gross output and MVA for 1981-1984 may be
compared on the basis of industrial survey results published by the Federal
Office of Statistics.?” The relative weight of the non-durable consumer
goods industries can be seen to have increased significantly during the
recession of the first half of the 1980s (1984 in particular). The food and

1/ The survey is limited to manufacturing enterprises each employing 10 or

more persons. The response rate is not reported for the 1980-1983
results. The relationship to statistics reported by UNIDO in Annex
Table A-4 is uncertain.
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beverages branches produced almost one-third of Nigerian MVA. The share of
the textile and wearing apparel branches has also continued to increase during
the 1981-1984 period. The share of petroleum products and transport equipment
has declined dramatically, particularly in 1984. The share of ‘"other
chemicals” has also fallen.!” The relative weight of intermediate and
capital goods branches has declined significantly during the recession - from
€3.1 per cent in 1981 to 43.5 per cent in 1984.% This reflects the higher
import intensity of the heavy industry branches and thke consequent greater
impact of the severe fcreign exchange shortages on their performance in recent
years.

Despite the emphasis laid in the Fourth Development Plan (1980-1985) on
the growth of the petroleum products and the steel industries, the structural
change achieved during the 1970s reflected a significant decline in the share
of the consumer goods industries.?’ However, neither 1983 nor 198% could be
taken to be 'normal’ years as manufacturing production declined by 26 per cent
in 1983 and by 12 per cent in 1984. The data in Table 2.1 shows that when
industrial recovery occurred in 1985, non-consumer goods branches - vehicles
and cement - recorded a stronger growth performance.

2.2 Performance and efficiency

According to UNIDC calculations, positive labour productivity growth in
real terms!’ was recorded for only 13 of the 26 branches for which data is
available for the 1973-1983 period. Productivity growth in the case of three
of these sectors (electrical machinery, other chemicals and leather products)
was not significantly greater than zero. The productivity growth performance
of the intermediate and capital goods industries was particularly
disappointing.

For an earlier period of 1973-1978 the World Bank has estimated that
employment within the manufacturing sector expanded by 83 per cent while MVA
(measured in constant 1977 prices) grew by 79 per cent.®” This would
indicate a small decline in MVA per employee measured in real terms. This is
a particularly sombre finding since the period 1973-1978 represents the high
point of the oil boom.

1/ This is not shown in Table 2.2 where "other chemicals” have been
classified among "other capital goods and pharmaceuticals”. UNIDO
estimates that the share of "other chemicals” (ISIC 3520) declined from
11.7 per cent in 1981 to 8.4 per cent in 1983.

2/ Intermediate and capital goods are here defined as paper products, rubber
and plastics, pottery, pharmaceuticals, petroleum refineries, basic and
fabricated metal products, machinery, transport and other capital goods.

3/ As conventionally defined ISIC 311 to ISIC 332.

4/ Measured as VA/E at constant 1980 prices (VA = value added,
E = employment).

5/ World Bank, Nigeria - Macroeconomic Policies for Structural Change,
Report No.4506-NIG, 1983, p. 35.
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Estimates of total factor productivity growth within the manufacturing
sector for the period 1962-1980 are provided in a study:” of factor
productivity trends in Nigeria. The estimates show that total factor
prouuctivity increased from an index of 100 in 1962 to an index value of
239.91 in 1970. Total factor productivity growth was negative for most years
during the 1970s. UNIDO estimates of total factor productivity growth in
Nigerian manufacturing during the 1980s is presented in Table 2.3. It is
clear that factor productivity has declined substantially during the first
half of the 1980s.%” It has been argued that productivity levels in
mid-1980s were about a third of the levels achieved a decade earlier.

Some indicators of the financial performance of the manufacturing sector
are given in Table 2.4. The most striking aspect of the pre-recession period
(1970-1978) was the relatively high level of the gross profit to value added
ratio. The mean gross profit to value added ratio was as high as 80 per cent
during this period ¢{with a very low standard deviation). This declined to
75 per cent during the recession of the 1980s. Profit levels have risen even
in years when industrial output has fallen drastically (such as 1983).
Despite t'e growth of wages they still constitute only about a quarter of
value added. There is also no indication of rising industrial cost during the
1980-1984 period - the average value added to gross output ratio actually rose
to 46 per cent during 1980-1984 from 44 per cent during 1970-1978. The
decline in factor productivity must therefore be attributed to a high level of
monopolization of the Nigerian manufacturing sector. This monopolization
inhibits the growth of investment, modernization and wupgrading of the
productive equipment in most manufacturing enterprises.

It is important to stress that the healthy growth of the manufacturing
sector depends not only on the generation of high profit rates - this has
already been achieved during the 1970s albeit in an inefficient way, i.e.
through excessive government protection - but also on a sustained and rapid
growth of self-financing ratios within the sector. Given the high level of
foreign participation within Nigerian manufacturing - and the consequent high
relative level of transfer payments on Nigeria's current account, increasing
industrial efficiency must involve a recognition of the need for an
improvement of the terms on which Nigeria supplies exports and receives
imports and capital from international markets.

1/ A.C. Olaoye, "Total Factor Productivity Trends in Nigerian
Manufacturing”, Nigerian Journal of Social and Economic Studies, Vol. 2,
No.3, 1985, p. 322.

2/ Table 2.3 shows an increase in factor productivity in 1983. This is a
paradoxical finding where the index of industrial production shown in the
Central Bank of Nigeria's annual series shows a decline in production of
26 per cent in 1983, the value of both industrial production and value
added recorded in the Federal Office of Statistics (FOS) Industrial
Survey, are shown to have gone up. This would show that the productivity
gains recorded are something of a statistical illusion - due not to an
increase in physical output for factor input by changes in output and
factor prices.
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Table 2.3: Indices of total factor productivity growth in Nigerian
manufacturing, 1980-1984%72"

(1980=100)

Total factor

Labour Capital Factor productivity

Year Value added services services input (percentage)
1980 100.00 100.00 100.00 100.00 100.00
1981 90.06 129.95 127.68 128.80 69.92
1982 74.09 134.44 184.49 157.49 47.04
1983 97.83 134.81 73.51 99.54 98.28
1985 86.97 154.65 95.79 121.71 71.45

a/

Source: Federal Office of Statistics, Industrial Survey of Nigeria,

1980-1983 and 1984.

For an explanatiorn of the usefulness and limitation of these measures,
see Jorgensen D.W. and Grilliches III, "The Explanation of Productivity
change”, Review of Economic Studies, Vol. 34, No.67, 1967, pp. 13-24,

Value added is measured in millions of Naira.

Capital services are measured as net capital formation in manufacturing
enterprises with more than 10 employees.

Labour services are measured as total wages and salaries upon total
manufacturing employment.

Factor input = V (index of wage per man)(index of net capital-formaiiég)

Index of value added
Total factor productivity =

Factor input
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Table 2.4: Selected indicators of tne financial performance of the
manufacturing sector, 1970-1984

Year/Ratio Gross profit Gross profit Value added
wvages value added output
1970 3.41 0.82 0.46
1971 3.95 0.80 0.46
1972 3.64 0.78 0.47
1973 3.90 0.83 0.44
1974 3.98 0.80 0.46
1975 3.73 0.79 0.43
1976 3.96 0.80 0.38
1977 3.28 0.77 0.42
1978 3.48 0.78 0.45
1979 - . .ee
1980 3.57 0.78 0.51
1981 2.29 0.70 0.38
1982 2.69 0.73 0.46
1983 3.88 0.79 0.52
1984 2.91 0.74 0.43

Source: UNIDO, Industrial Development Review Series: Nigeria, IS.557, 1985,
p. 20, UNIDO data base.

2.3 Trade in manufactures

Manufactured exports accounted on average for less than one per cent of
total export earnings during 1981-1987.1" Non-oil exports accounted for
6.3 per cent (N561 million) of total exports in 1986. In 1987 the value of
non-oil exports doubled to N1,157 million mainly due to the depreciation of
the Naira; yet its share declined toc 4.6 per cent. Major non-oil exports
consist of cocoa and cocoa products?” followed by rubber and palm kernels.
Given the relatively depressed prices in international cocoa markets a
s.gnificant increase in its share of non-oil exports will be difficult in
spite of the government's effort to promote the non-oil exports sector.

1/ Manufactured exports are narrowly defined as SITC 5 to 8 (less 68).
Within this definition manufactured exports would account for only
0.04 per cent of total exports in 1986. However, exact estimations of
manufactured exports are difficult to obtain since petroleum products,
processed food and some manufactured goods are classified in non—
manufactured products categories. If the exports of processed food,
mainly cocoa products are included in addition to the narrow definition
categories, the manufactured exports would account for 0.4 per cent of
total exports in 1986.

2/ Cocoa and cocoa products have traditionally been Nigeria's second ma jor
exports accounting on average for about 2 to 3 per cent of export
earnings during 1981-1987.
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The evolution of Nigeria's industrial structure has been heavily
influenced by tariffs, quantitative restrictions and exchange-rate
management. Up to 1986 Nigeria had an exchange rate which has tended to
depress the 1level of manufactured exports. Moreover, many manufacturing
enterprises - particularly foreign ones - grew up behind high protactionist
barriers during the 1960s. Nigerian manufacturing enterprises have remained
mainly domestically oriented.

During this period the share of manufactures in total exports also fell
from 12.6 per cent to 0.3 per cent. Since 1981 the share of manufactured
exports in total exports has approximately doubled. This is explained mainly
by the relative decline in oil receipts, although manufactured export growth
has been less affected by declining prices than agricultural exports.
Nevertheless the impact of the protection system on manufactured export
performance has been significant. Effective protection of manufacturing
actively increased during the 1970s.t” Import restrictions during 1982-1986
are also likely to have further increased the effective protection rates for
most manufacturing products. The highest values for the Effective Rate of
Protection (ERP) are estimated for assembly industries and consumer goods
industries with high import content. Export-oriented®” and domestic
resource-based industries have generally had low ERP values. In 1980
relatively high negative ERPs were estimated for fertilizers, cement, sugar,
finished textiles and industrial products.?’ These branches generally
tended to have a relatively high domestic resource use ratio. Up to 1986 it
was possible to discern a relationship between the level of protection and the
level of industrial efficiency at the branch level.

A striking feature of the protection system that existed until the
adoption of the SAP related reforms in 1986 was the high degree of variance in
relative net ERPs both between activities and within end-use groupings. The
metal working sector, e.g., iron rods, wires and matchets, had negative ERPs
while the value of the ERPs, ranged between 30-65 per cent for products such
as metal, furniture, tin containers and household utensils (Annex Tables A-6
to A-8).

During 1988 the government announced a major policy initiative for a
comprehensive reform of the industrial incentive and protection system. The
cornerstone of this new reform package is the emphasis placed on de-regulation
and liberalization of the economy. On the lst January 1988 the government
announced a comprehensive new tariff structure to remain in operation for a
seven-year period.?” Whereas, it is too early to assess the overall impact

1/ World Bank, Nigeria - The Industrial Incentive System Report, No.4272 -
UNI, 1983, pp. 31-40.

2/ These include particularly leather and natural leather products.
3/ These are domestic demand-oriented industries.
4/ The detailed coverage of the new tariff structure is reflected in the

following document: Federal Republic of Nigeria, Official Gazette,
Lagos, lst January 1988.
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of the neow tariff structure on industrial protection!” a major aim is to
reduce the import content of manufactured output. The strategy has therefore
been to reduce duties on imported finished products and to raise the tariffs
on intermediates. These measures go hand in hand with policies aired at
increasing “he access of traders to the foreign exchange market (through the
auction operations cf the Foreign Exchange Market and provisions of a
proportion of foreign exchange earnings by exporters). These policies may
provide a stimulant for the expansion of imports of particular industries -
such as automobile assembly and packaging - and may find themselves exposed to
greater international competition.

Table 2.5 shows that the import content of apparent consumption in
Nigeria remains very high as far as manufacturing products are concerned
despite more than two ard a half decades of intensive pursuit of
import-substitution policies. The Table is of course incomplete with the
major omission being products in the ISIC category 38 (i.e. machinery and
transport equipment). Even so it is clear that import-substitution has made
effective inroads into a very small number of product areas - mainly confined
to the food manufzcturing, footwear, wearing apparel and petroleum related
branches. The impo-t to apparent consumption ratios approach 100 per cent in
the case of no less than 65 per cent of the products for which data is
available. A comparison with similar data for other African countries shows
that import-substitution in Nigeria is not significantly above average.Z”
Significant scope for import-substitution remains in the paper, chemical,
petrochemical (particularly fertilizers and pesticides) and metal product
industries. Any viabie industrialization strategy must concentrate on the
opportunities available for efficient import industrialization. This is
particularly important because as the export to apparent consumption is
significantly positive ir the case of only 6 of the 67 products {(cocoa powder,
cocoa butter, residual fuel, distillate fuel,?” zinc plates and un-wrought
tin) for which data is avasilable (Annex Table A-9).

Turning to the share c¢f imports in industrial inputs, it can be seen from
Table 2.6 that the import content of industrial inputs is the highest in the
intermediat=z and capital goods branches. It stood at 80.7 per cent for
electrical machinery in mid-1987, followed by industrial plastic and rubber
(79.4 per cent), vehicles (78.2 per cent), paper products (60.1 per cent),
chemical and pharmaceuticals (55.8 per cent), and basic metal and fabricated
metal products (50.3 per cent).

1/ This is so because, following the introduction of the tariff structure,
changes in fiscal measuresr have been announced in several cases to
compensate at least partizlly the effects of the reversed tgoriff
schedules. Also the continued (and accelerated) depreciation of the
Naira makes a stable estimation by the structure of branch level ERPs
difficult,

2/ Thus the average import-to-apparent consumption ratio for manufacturing
products for 40 African countries approached 100 per cent in 63 per cent
of the cases for the 1981-1983 vceriod, see UNIDO, "Industry and Debt in
Africa", Industry and Development, No.17, 1987, pp. 1-6.

3/ The value of the export to apparunt consumption ratio in the case of
distillate fuel for the 1982-1984 period is only 5 per cent.




Table 2.5:

lmport to apparent consumption ratio, 1979-1984

(percentage)
0% - 9% 106 - 2% e - 4% 5Fs - NTs 105

Cocoa tutter Raw Sugar Prepared animal feed Cotton yarn Refined suger

Cotion worven fabrics Cocoa powder Non—cellulosic staple Lubricating oil Wool yarn

Knitted fabrics Veqetable oils and tow Class bottles Wollen waoven fabrics
\eneer sheets F ootwear Motor gasolire Wood pulp

Part:cle boards Residual fuel oils Lead refired Fibre pulp

Kerosere Tin uwrought Wood pulp dissolving

Distillate fuel
Liqufied petroleum gas

Wood pulp sulphates
Wood pulp sulphite
Wond pulp semi-chemical
Newsprint
Other printing paper
Kraft paper
Other paper
Methanol
(hiorire
Sulphuric acid
Nitric acid I
Zinc oxide 9
Titaniun oxide
Lead oxide '
Ammonia
Caustic soda
Dye stuffs
Nit.rogenous fertilizers
Phogpatic fertilizers
Poltaric fertilizers
Ruber synthetic
Regererated cellulose
Plates and sheets
Railway tracks
Steel castings
Copper refined
Copper hars
Copper plates
Copper tubes
uninjum urwrought
uninium bars
Aluminiun plates
Aluminium tubes

2ine U t
linc platgém

Source:

UNIDG data Lase.
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Table 2.6: Share of imports in industriai inputs, mid-1987

(percentage)
Sub-sector of Imports as per cent
manufacturing of industrial inputs
Food, iheverages, tobacco 34.8
Wood and wood products 22.4
Non-metallic minerals 23.5
Textile and wearing apparel 47.6
Chemicals and pharmaceuticals 93.8
Industrisi plastic and rubber 79.4
Basic metal aund tubricated metal products 50.3
Vehicies 78.2
Electrical machinery 80.7
Paper preducts 60.1

Sourve: Manulacturers Association of Nigeria, Sample Survey of the
Manutacturing Sector, Jure 1967.

Tre relatively slow growth of Nigerian export earnings has, as iandicated
earlier, inducod the government to lay special emphasis on the need to reduce
the impert coutznt eof masufacturing output. UNIDO previous survey had found
that in the early 1980s, 60 per cent of the raw material consumed in the
manufacturing  scctor  was  imported.®’ A sample conducted by MAN in
mid-19877 found that trne use of imported raw materials had declined
significantly particularly in the consumer goods branches. The principle
cause of this decline was the devaluation of the Naira and the rapid increase
in the cost of imporied raw materials - on average import costs rose by 47 per
cent faster than the cost of domestic raw material inputs in the period
January -June 1937.°7 Invesiments undertaken during this period have been
"mainly directed at adapting plants for local sourcing of raw materials or for

wo

plant replacement™.”

There is an urgent necessity to accelerate the use of domestic resource
content of manufactured output. There is a need to increase the backward
integration of the Nigerian manufacturing industry., This is of particular
importance with respect to the agro-based industries for which there exists an
enormous resource potantial. wigeria is rich in agricultural resources which
could provide a basis for the rapid development of export oriented food
processing, textiles and other consumer goods industries. Nigeria's climate

1/ UNIDO, industrial Development Review Series: Nigeria, 18.557, 1985, p. 27.
2/ The sample contained responses from 222 manufacturing firms. The Survey
does not state the sharc ot the respondent firms in terms of MVA, gross
output or manufacturing employment.

3/ Manufacturers Association of Nigeria, op.cit., p. 7.

4/ Manufacturers Association of Nigeria, op.cit., p. 1.




is suitable for a wide variety of crops. Before the oil bcom the agri:vitural
sector provided some 80 per cent of Nigeria's exports. After a decline
lasting several years agricultural production has picked up sirre 1984
(Table 2.7). Physical volumes of output reported in Table 2.7 show positive
growth rates during 1984-1986, with a few exceptions. The agricultural sector
has benefitted from the government's decision to raise producer prices anc the
de-regulation of agricultural marketing. Export levels have tended to iag
significantly behind production partly due to depressed world commcdity prices
and partly due to the repatriation of foreign exchange earned through
agricultural exports.®’ A strengthening of inter-sectoral linkages between
agriculture and manufacturing is thus both a viable and an essential step in
the development of a resource-based industrialization strategy for Nigeria.

Equaily important for the develcpment of such a strategy is the growth of
a local capital gocds industry which carn benefit from the =xistence ecof
relatively cheap energy resources. Nigesria is the fitth largest oi! producer
in OPEC, with a capacity of 2.4 miliion btarrels a day of light, high quality
with low sulphur content. Proven oil resources are currently estimated ac
well above 20 biliion barrels which is sufficient to last for about w0 years
at present rates of extraction and large areas remain to be explored.

Proven gas reserves stand at 2.4 trillion cu m, and additiona! res=rves
of 1.84 triilion cu m are estimated. Around 60 per cent cf thesc reserves lie
to the east of the Niger delta, and the remainder to the wes:. Most of the
gas produced is flared at the well head. In 198> produ:tioa was tc the tune
of 18.5 billion cu m, of which 2.5 tillion cu m was solé te local industry,
543 miliion cu m cousumed by the oil companies and remaining 1? billicn cu m
flared. In addition Nigeria posseses extensive coal and hydro-electric
resources.

Development of both steel and petrochemical branches degpends crucially
upon the efficient domestic utilization of the ample energy rescurces Nigeria
possesses. The development of a local machine tool and fertilizer industry
can play an important part in reducing impor: dependerce ard stimul:ting
productivity growth. The expansion of these branches can be at the heart of
an industrialization strategy that seeks inter-sectoral integration .and the
enhancement of the technical skills of manufacturing workers. A
resource-based import-substitution industrialization strategy can prove viable
in the Nigerian context given the large domestic market arnd many obstacles
which .mpede the growth of manufactured exports. Such a strategy can airn
make a significant contribution towards the expansion of manufarturing
employment and the strengthening of inter-sectoral linkages within the
Nigerian economy.

The concern with increasing exports snmetimes obscures the continued
importance of an efficient import-substitution strategy for Nigeria. his is
because during the 1970s, Nigeria lost the ground that it had covered during
the 1960s in this respect. Table 2.8 presents sources of growth estimates for
Nigerian manufacturing production, and shows that import-substitution came to
a halt during the 1970s when high o0il prices enabled Nigeriz to expand
manufactured imports at a phenomenal rate - for 12 of the 28 sectors for which
results are reported in Table 2.8 import-substitution was significantly
negative. Import-substitution remains confined to the chemical, petrochemi.a!

1/ "Cocoa Fxports Gets Foreign Exchange Out™, African PRusircss, November
1987, p. 60.
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Table 2.7: Estimated catput of major agricultural commodities, 1984-1986

(209 tonnes. except otherwise stated)

._Percentage change

Commodities 19342 19852 1986°" 1984-1985  1985-1986
Crops

"Maize 1,058 P, 190 1,336 iz2.3 12.3
Miliet 3,349 3,684 4,111 16.90 11.6
Sorgtaa 4,608 L,89] $,435 8.3 9.3
Rice i57 i% 283 2508 i3.8
Eears Lii7 611 732 2R} 19.8
Cassava 1,204 1,178 1,564 14.0G 1.8
Yam LLEGA L,718 3,209 2.0 9.9
Plantain 1,080 1,11 1,127 Z.3 i.3
Soy.a beans 43 5C 73 39.3 21.7
Melon P4z ih, 152 z.8 5.1
Creundnu 561 621 640 5.1 3.1
Beniseed 3 35 35 i2.9 c.0
Coronuts 10: 102 104 1.0 2.0
Sneanet 3 9% 100 103 1.0 3.0
Cotton sesd 103 1§84 100 5.5 -12.3
fFalm kerrnel 340 360 350 5.9 - 2.8
Faimcit 550 615 630 11.8 5.7
Couca 140 160 123 14.3 -23.1
Rukber 199 226 199 13.6 -15.9
Sugar cane 82 8§62 897 5.0 4.1
Livestock

Poultry 52 64 67 3.2 4.7
Coat meat 177 186 192 5.1 3.2
Lamb and Mutton 65 66 68 1.5 3.C
Beef 199 212 223 €.5 5.2
Pork 28 31 33 10.7 6.5
Miik 164 172 180 L.9 5.7
Eggs 180 290 399 2.6 2.3
Fish

Artisanal coastal

and brakish water

catches 228 142 128 -37.7 -9.9
Lakes and river catches 92 61 104 -33.7 70.5
Fish farm 22 15 cee -31.8 cen
Industrial coastal/shrimp 25 25 14 0.0 -44.0
Forestry (093 cu m)

Roundwood 89,8413 92,538 92,562 3.0 0.0
Sawnwood 900 910 926 1.1 1.8
Wood based panels 110 113 118 2.7 4.4
Paper and paper boards 12 13 14 8.3 7.7

Source: Derived from data from Federal Office of Statistics (F0S), FA0,
Production Yearbook; CBN, Annual Survey Reports; Annual Reports of
the Federal Ministry of Agriculture. Water Resources and Rural
Development and Returns from State Ministries of Agriculture and
Natural Resources.

a/ Revised.
b/ Provisional.




- 28 -

Table 2.8: Source of growth in gross manufacturing cutput, 1970-1373

(percentage)
Domestic External Import Statistical’’
demand denand substitution discrepancy

Total manufacturing 99.75 .25 -00 1.4k
Food products 166.96 .10 -67.06 3.54
Beverages 99.90 .01 .09 .0C
Tobacco 99.77 .00 .23 .09
Textiles 92.53 -.31 7.78 .80
Wearing apparel 211.19 -3.83 -115.02 .09
Leather and fur products 99.06 39.31 -29.38 1585
Footwear 94.19 .00 5.81 .00
Wood and cork products 113.14 -2.90 -19.24 3.90
furniture and fixtures 94.78 .01 5.21 .G
Paper and paper products 64 .82 13 35.95 00
Printing and publishing 105.14 .98 -6.12 12
Industrial chemicals 548.21 .10 31.69 .03
Other chemical products 82.01 .03 17.9¢ .02
Petroleum refineries 84.76 6.64 8.6G .07
Mix petroleum and coal

products 108.86 .07 -8.93 2%
Rubber products 156.13 .00 -36.13 .01
Plastic products 92.33 .CO 7.638 .04
Pottery china 570.47 .48 -470.96 .00
Glass and glass products 92.16 .05 7.80 .60
Other non-metallic

minerals 110.76 -39 -11.14 .00
Iron and steel .00 .00 190.36 .00
Non-ferrous metals 162.93 -25.09 -37.84 74.61
Metal products

excluding machinery 114.13 .63 -14.76 .01
Non-electrical

machinery 12.15 .02 87.83 .00
Electrical machinery 82.83 .06 t7.12 .0G
Transport equipment 11.34 .00 88.66 .00
Professional and

scientific goods -468.10 -.14 368.24 ~-.19
Other 154.32 -.02 -54.30 .07

Source: UNIDO data base.

a/ Statistical discrepancy in matching ISIC gross output data with SITC
trade statistics.

Note: "Sources" of growth have been estimated using the following formula:
AX=M (-.D+ W +M (VNE) +M: - M) (Z))
Where X = domestic supply, M; = X,/2,
(D + W) domestic + intermediace demand, E = exports,
M2 = X:/Z2, Z = total supply.
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and capital goods branches. There thus remains ample scope for recouping
the losses of the 1970s tihrough the implementation of an efficient
import-substitution strategy. This requires, however, that the production
technology by the import-substituting branches should not itself be import
dependent. Tt should be capable of utilizing Nigeria's national resource base
and of contributing to a significant expansion of employment within the
country.

An important probiem in this respect is the very limited growth of
sub-regional trade within West Africa. Nigeria is an active member within the
Economic Community of Wes: African States (ECOWAS), established in 1975. Yet
trade with ECOWAS partners constituted less than three per cent of total
Nigerian trade in the =id-198). About 70 per cent of total manufactured
exports are destined fcr developed market economies. An expansion of Nigerian
manufactured exports must mean increased penetration of these highly
competitive markets. This would be facilitated if the level of discrimination
against labour-intensive manufactured exports is reduced - through, for
example, an expansion of Stabilization Programme for Exports (STABEX) and of
the Gereralized System of Freferences (GSP) schemes and implementation of some
of the trade liberalization propcsals currently being negotiated within the
context of the Uruguay round. An expansion of developed country markets can
e awost fruitful if regional gioupings such as ECOWAS provide a framework for
the co-ordination of national export strategies so as to limit cut-throat
campetition among the developing countries seeking to supply these markets and
to enable the devsloping countries to benefit from economies uf scale ian
developing appropriate production and investment strategies for capitalizing
or. the new market opportunities.

<.% Investment ang ownership patterns

Investment has declined significantly during the recession of the 1980s.
The gross domestic fnvestment to GDP ratio has declined from 19 per cent
during 1955 to 12 per cent in 1986. The gross national saving to GDP ratio
staod at only about !9 per cent ir 1986.%° The Fourth Plan expected a gross
domestic investment ratio of 15.6 per cent and a gross national saving ratio
of 8.4 per ceut by the end of 1938. Under the Structural Adjustment
Programme, total capita! expenditure was planned to be of the order of
N17,710 million (in current prices). Industry was to obtain N2,693 million,
i.e., 15 per cent of the total pudbiic investment.®” Only the agricultural
sector’s share of total planned investment expenditure was significantly
higher (18.] per cent). This would reflect the relatively high priority the
government places on investment in manufacturing industry. Although the
postponement of the Fifth National Development Plan has meant that the
sub-gectoral investment priorities cannot be drawn at this stage, it can
neverthelass be predicted that manufacturing will remain a favoure!l sector and

1/ With the important exception of metal products.
2/ World Bank, World Development Report, 1988.
3/ The investment in the oil and gas was to total N1,954 million (11 per

cent of the total) an unspecified proposition was allocated to petroleum
refineries.
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public invesiment will be mainly directed tcewards the intermediate and capital
goods branches particularly steel and petroleum refineries. Estimates of
inter-branch investment in Nigerian manufacturing over the period 1971-1683
are presented in Table 2.9.

These estimates are very tentative, being based on a variety of sources.
Comparability in terms of sectoral shares, particularly over :ime is strictly
limited. Nevertheless, they permit a few generalizations. First, the
importance of the public sector in Nigerian industriaiization ciearly stands
out.%” It is responsible for the bulk of investment in the intermediate and
capital goods sector - according to Table 2.9 about two-thirds of investmert
in the interwediate and capital goods industries originated in the public
sector during '971-1978. This proportion is ualikely to have fallen during
1981-1983. Investment levels during the Fourth Plan envisaged only a smali
reduction in the publiic sector’'s participation withir the intermediate and
capital goods sector. The state sector participatess in many joint ventures
with both domestic and foreign capita:. Particularly important is the role of
the state financing institutions, such as the Nigerian Industrial Cevelcopment
Bank (NIDB) sn¢ the Nigerian Bank for Commerce and Industry {(NBCI). Public
industrial investment has tended to grow faster than private invesimerI, bul
institutions such as NIDB and NBCI have ensured that this growth goes hand in
hand with increased collaboration with domestic and foreign private capital.

Secondly, Table 2.9 shows that private investment remains con-entrated in
the consumer-goods branches. The data suggests that the share of private
investment in the consumer-goods branches has risen and that of public
investment has fallen, at least unt;l 1973, Private sector investment has
grown faster in the consumer-goods than in the intermediate and capital-goods
branches.

Over the period 1970-1978 investment in manufacturing industry grew
rapidly. Gross investment has beern estimated at N500-N530 miltion during
1971-1974. During 1975-1978 this ronse to N3.6 billion.®’ Direct public
investment contributed at least 60 per cent of this amount. Private
investment which had grown rapidly during 1975-1977 slowe' down somewhat
following the indigenization decrees of 1977. This s..,wdown, however,
represents two different tendencies: direct foreign investment contracted,
while domestic private sector investment continued to grow. After 1978,
investment levels within the manufacturing sector have generally been reduced,
pa-ticularly following the government's decisions in and after 1982 to
severely restrict imports and to postpone and reschedule major industrial

projects. UNIDO estimates that gross fixed capital formation within
manufacturing declined by 60 per cent in 1983%° and by a further 46 per
cent in 1984 - this is evidence of large-scale depletion of capital stock

within the manufacturing sector.

1/ This is also illustrated for an earlier period 1971-1978 in a study
undertaken for UNIDO. See, The Role of the Public Sector in Nigeria's
Development, Udo-Udo Aka, UNIDO/IS.363, 1982.

2/ These estimates are in 1975 prices.

3/ Compared to the 1982 level of gross fixed capital formation in Nigerian
manufacturing.




Table 2093 Distribution ol manutacturing iavestment, 1971-198%
{value in N willion)
Private Public
Congumer Intermediate Total Consumer Intermediate und lotal
jJoods and capital goods copilal goods
qoods
vear catue Peroent Value Percent Value Value Percent Value Percent Vialue
97
1574 252.- EORS 0.2 29.4 57,6
.o 12¥ 1,206.2Y 85,572 1,647.2

1875
1978 1,439.2 73.2 527.1 26.8 1,965.3
1975
1931 . .o . . 782.0 20.€60 3,017.2 79.40 3,799.2
1981-
1995 b .o e o 3,000 500.0 9.21 4,924,0 90,78 5,424,0

Source !

Heinman, London, 1983, p. 335

al  1v970-1974.

Lo Planned investment in the Fourth Plawn,

forrest, T., "Recent Nigerian Industrialization®, in Fransman, M., Industry and Accumalation in Atrica,
and Government of Nigerla (Fourth Plan),
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Foreign investment has also continued to contract during 19738-1984.
Until 1975 foreign investment had been an important - many would argue
dominant - factor in Nigerian manufacturing. In 1975, private non-Nigerians
held 42 per cent of the equity of large-scale manufacturing enterprises.®’
Foreign manufacturing ianvestment represented about 22 per cent of total
foreign investment in Nigeria during 1965-1976. The United Kingdom was the
largest foreign investor during this period. &lthough foreign private
investment grew from 1963 to 1970 (including the period of the Nigerian war)
and again between 1974-1977, there was an impor%ant difference in the
experience of the 1960s and 1970s.

During the 1960s annual inflow of net direct private forzign investment
on average exceeded outflows in the form of profit, divideands and other
service payments by about 18 per cent. This situation was reversed during
1970-1978. During this period outflows exceeded net direct, private foreign
investment. Moreover, the period since 1672 kas seern a rapid rise of service
payments in comparison to profit repatriation. [t is int:r2sting ta mole that
this trend predates the indigenization decree cf 1977 by five years. it
reflects the rising price of technology ard maragerial services MNigeria has
had to import and Nigeria's weakening bargaining pesition in i marxels ior
these services. There has been relzatively littie new foreign investment
during the 1980s but unlike many other African rountries this flow has oot
entirely dried up. Thus during 138%-1956 net foreign investrment <qualied
about $800 million in view of the derliniu:y levels of domestic gprivate and
public sector investment particularly withiin manatacturing. This woila mean
that the relative importance of foreign investment is unlikely to decslive in
the medium-run. The government's privatizaticn prograsme (disiussec  in
Chapter 4) is designed to encourage tie grewth of direct fereign investment
and is sometimes interpreted as a sigrifirent policy departure from  the
emphasis previously laid on the indigenization of management and contral
structures within the large-scale enterprise sector.

The indigenization decrees were promuigated in 1972 and 1577, The 1872
decree cnvisaged the transfer of those businesses “n the private sertor
believed to be within the competence of indigenous expertise and Migerian
equity participation to a minimum of &40 per cent in I3 mure advanced
enterprises. Eighty capital-intensive modern enterprises wore exempted from
this decree and remained in foreign hands. The 197) decree (effective
December 1978) provided for the whole or part indigenization of all foreign
enterprises. The mirnimum level of Nigerian equity partnerdhip in industries
previously exempted was 40 per cent. FEquity participation raised ta 60 per
cent in other czi:s.

The effects of the implementation of the indigenization decre=cs have Leen
widely studied. A survey of industrial wunits in Kanc, with particular
reference to indigenization, found a high concentraticn of indigenous equity
ownership and the emergence of new patterns of collaboration between local and
foreign investors. The technological control of the latter group is secn to
have increased, registering a negative impact on the rate of growth of
manufacturing employment in Kano.>” Another study nutes that indigenization
has "not affected the basic fact that the most important cconomic activities

1/ Forrest, op.cit., p. 325.
2/ Hoogvelt, A., "Indigenization and Foreign Capital Industrialization in

Nigeria", Review of African Political Fconomy, No.l&, January-April 1979,
pp. 56-68.
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has "nct affected the basic fact that the most important economic activities
going on in Nigeria are foreign directed or fcoreign derived”.!” In this
study emphasis 1is also placed on Nigeria's high 1level of technological
dependence. Finally, another study opines that "indigenization encouraged
collaboration between Nigerian and foreign capital and enhanced the national
credentials of foreign companies”.?” Thus, although indigenization raised
the level of local participation in Nigerian industry and led to a slowing
down of the net inflow of private capital into Nigeria, foreign investment has
retained an active presence in the Nigerian manufacturing sector.

2.5 Manufacturing employment and geographic distribution of indestrial

enterprises

Risirg urban unemployment has become a particularly important concern in
receat years - some unofficial estimates put the rate of unemployment among
schooi leavers as high as 40 per cent.?” Manufacturing and processing
currently empicy about 6.6 million people and as Tabie 2.10 shows, the share
of manutacturing in total! employment has risen though at modest rate during
1377-198>. Manufacturers Associuztion of Nigeria on the other hand reports a
significaut aeciine in manutacturing employmert during 1986 and 1987%° - no
less than 13.7 per cent in one year. Using standard regression techniques,
emplcyment 2lasticity estimates were calculated for 25 branches for the period
1970-1983. The results are summarized in Table 2.11. High values of the
emplovment elasticity coefficient are concentrated in a relatively small
nurber of bhranches (8 cut of 25).

Most branches have iow employment elasticities. Moreover the branches
which have grown relatively slowly tended to have higher employment elasticity
estimates.® Fmployment elasticities are significantly higher for most
branches ir the 197¢-197S period than for the period 1980-1983.°° For the
period 1989-1%83, cnly :five branches had positive employment elasticity
estimates. Employment growth was significantly in excess of value added in
the case of iror ani steel, leather and printing. For this period negative
employment growth was registered in the case of 17 branches and negative value
added growth wias recorded in 9 cases. Thus the impact of the recession on
ranufacturing empicyment is s-—en to be significantly greater than its impact

1/ Osoba, 5., "The Deeprrning Crisis of the Nigerian Naticnal Bourgeoisie®,
Review c¢f African Political Econcmy, No.l13, May-August 1978, p. 66.

2/ Beckman Bjorn, ‘'Whuse State? State and Capitalist Development in
Nigeria'”, Review of African Politicai Economy, No.23, January-April 1982,
p- L48.

3/ "The Slowing of the Engine of Industrial Growth”, The Financial Newsline,
April 1988, pp. 10-11.

4/ Manufacturers Association of Nigeria, op.cit., January-June 1987, p. la4.
5/ With the exception of plastic products.

6/ No national data is available for 19:9. If the time series is broken
into two, there are insufficient observations for regression estimates,
hence the elasticity coefficient was measured as L EL/E,, where ,

A VA /VA,,
is the ycar at the beginning of the two periods and , is the ith sector.
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Table 2.10: Sectoral distritution of labour force, 1977, 1980 and 1985

(percentage, unless otherwise indicated))

Sector 1977 1980 1985
Total labour force (million) 30.50 32.20 36.10
Agriculture 62.3 60.0 57.8
Mining and quarrying 0.4 0.4 0.4
Manufacturing and processing 16.8 17.0 18.2
Building and construction 0.9 1.1 1.2
Electricity, gas and water 0.1 0.2 0.2
Distribution 13.5 15.2 16.9
Transport and communications 0.6 0.6 G.6
Services 5.4 5.5 S.6
Total 100.0 100.0 100.0

Source: National Manpower Board, Federal Ministry of Natioral Planning.

Table 2.11: Employment elasticity, *’

estimates for 25 Nigerian

Value of elasticity coefficient

Positive but signi-
ficantly below unity Negative

Significantly above Approximates
unity o ___unity o

Food manufacturing Furniture

Tobacco Glass

Textiles Other non-

Footwear metallic-

Paper products minerals

Plastic Transport

Machinery Other manu-

Electrical machinery facturers

Source: UNIDO data base.

a/ Estimated using the following equation:

Beverages Pottery
Wearing apparel Non-ferrous-
Leather metals

Wood

Printing

Industrial chemicals
Other petroleum & coal
Rubber

Metal products

Other chemicals

lﬂE;:‘-GflﬂVAi# ¢
Where E = Employment

VA = Value added measured at
constant 1980 prices for the
ith sector, ¢ ronstant and

¢ residual.
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on tae generation of value added within the sector. Whereas over 1980-1983
MVA fell at an annual! average rate of 12.7 per cent, manufacturing employment
declined at an annual average rate of 7.8 per cent during this period. The
contraction rate was sharpest in the intermediate and heavy industry branches.

Although Table 2.10 suggests that some of the employment losses of the
recession had been made up by 1985, there continued to exist a need for
enhancing the employment potential of Nigerian manufacturing industry.!’ In
general the relationship between value added and employment growth seems to be
significantly weak.®’

An increase in the employment impact of manufacturing growth can be
achieved through increase in the backward and forward linkages of
manutacturing with the agricultural sector. The very high degree of
industria! conceatration characteristic of Nigerian manufacturing is reflected
in terms of the geographic dispersicon of manufacturing units. Lagos' share in
industrial production is estimated to have risen from 38 per cent in 1968 to
71 per cent in 1976.27 The Federal Office of Statistics has discontinued
presenting figures cn the regional distribution of manufacturing value added
or production in the Surveys for 1977 to 1984.

A detailed study of industrial concentration in the Kwara state has been
undertake:: by UNIDRQ. The study found that whereas in 1967 only Ilorin, the
state capital had any manufacturing establishment employing ten people and

atove, by 1782 nine cof the twelve local government areas in the state had such

estab!ishmeuts. Furthermore, the (iIndigenization policy of the federal
government has resulted in a greater involvement of Nigerians in the ownership
and management of manufacturing activities. However, despite these, many of

the enterptises are still technologically dependent on foreign sources.®’

The Kwara state analysis reveals that most of the establishments have no
backward linkage effects on activities in their surrounding areas and have
only very limited forward linkages. Most of the establishments are geared
towards final consumption. In addition, a majority of the establishments rely
on raw materials imported from foreign countries or from inputs obtained from
other states in Nigeria. The result of a high dependence on foreign raw
materials is the vulnerability of these establishments at a period of foreign

1/ Trends revealed in Tables 2.10 and 2.11 are at least potentially
contradictory. Since the data for both tables is obtained from a variety
of national! sources, it is difficult to assess reliability. The source
on which Table 2.10 is based shows manufacturing employment rising in
1984 when gross output and value added declined substantially. This
creates some doubts.

2/ Most elasticity coefficients (both positive and negative) were found to
be not statistically significant,

3/ Federal Office of Statistics, Industrial Surveys, 1968 and 1976.
4/ J. Abiodun, Industrial Policies and the Pattern of Manufacturing in

Nigeria, Symposium on Regional Development Processes, Vienna, 20-24
August 1984, UNIDO Conference Paper No. 24.
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exchange restrictions, as was the case during 1982-1985. Scme of these
establishments were likely to be faced with possible closure conseguent upon
the lack of imported raw materials.

In terms of labour, the grestest favourable impact occurs in Tlerin where
59.5 per cent of the industrial workers are either indigerous or =are
indigenous to other towns in the Kwara state. The analysis also reveals that
other centers of manufacturing activities 1in Nigeria are succeeding in
attracting labour away from metropolitaan lLagos, thus indicating a positive
impact on the decentralizaticn efforts of the federal govermment. Another
finding of the analysis indicates a positive relationship between the regional
(states) population and the size of employment in manufacturing activities.
The improvement in the pattern of the regional distribution of industry
requires correcting important structural imbalances within the sector and
indeed within the economy as a whole,
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3.  SELECTED :INDUSTRIAL BRANCHES: PROILENS AND PROSPECIS

3.1 Food manufacturing

Food, beverages and tebacco constitute the largest sub-sector in Nigerian
manufacturing, accounting for over 30 per cent of MVA in the mid-1980s. The
Nigerian's staple foods are traditionally millet, sorghum, yam and cassava
produced by small-scale and subsistence farmers. They produce crops in the
manner of so-called "bush-faliow"” farming, a traditional system which involves
an extremely inefficient use of land. The government banned wheat, rice,
meat, maize and barley imports in January 1987.%7

The severe drought for both 1987 and 1988,%" and the SAP related bans
on fcod imports, have severely affected Nigerian food manufacturing industry.
The capacity utilization of the food, beverage and tobacco sub-sector has
declined from 44.6 per cent in 1986 to 33.6 per cent in 1988. However, the
food, beverage and tobacco sub-sector increased the ratio of domestic to
imported raw materials from 52.1 per cent in 1986 to 65.2 per cent in 1987.%

The food manufacturing sub-sector is dominated by cottage and small-scale
enterprises. There are 20 flour mills in Nigeria, but currently almost all of
them have reduced their operations due to the depletion of wheat flour stock.
Navertheless, many flour mills made substantial investments to coanvert their
plants for maize milling, but consumer acceptance of maize flour has been low
andd output has remained constrained by falling demand. Sowe biscuit-makers
have experimented with the production of composite flour, made up of wheat
flour (75 per cent) and maize flour (25 per cent), but the tests had to be
stopped because of pocr market response.?’ Bakeries have also suffered a
decline in demand. Total ioss of jobs in the flour milling and the bakery
industry was to the tune of abcut 60,000 during2’ 1986-1988. The
availability of wheat and wneat based products has not declined following the
import bans of 1986 and 1987. Smuggled goods have taken the place of
imports. The mills which invested heavily in converting wheat to maize have
been severely affected by the illeg:i trade in wheat. Moreover domestic wheat
production has declined as the level of illegal whez. imports has gone up.
The import ban on vegetable o0il since January 1986 has been gradually
affecting the vegetable o0il industry in Nigeria. The major cooking oil
suppliers, Ola's company and Nigerian 0il Mills Ltd. have had to close down.
Domestic production of raw material such as ground nuts, soya beans and palm
nuts have been in short supply. Similar probiems have affected other sectors
of th2 fcod processing industry.

1/ The imports of wheat flour, corn, vegetable oil, poultry and eggs, soft
drinks, beer and sparkling wine had been banned in 1986.

2/ According to the FAO estimates, the total crop production in 1987 went
down by 20 per cent from the previous year.

3/ MAN, sSample Survey of the Nigerian Manufacturing Sector, January-June
1987.

4/  African Business, January 1987, p. 4l.

5/ MAN, Half Yearly Economic Review, January-June 1988.
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The development of this industry is of particular importance because cf
its capacity to generate employment - employment elasticities are
significantly above unity in the fuvod processing branch - and because its
development provides investment opportunities for cottage- and small-scale
enterprises,

The revitalization of this industry requires:

(a) strict control to hinder the smuggling of banned imports into
Nigeria;

(b) incentives for the expansion of production of crops used by the focd
manufacturing industry;

(c) financial assistance for the conversion of production units to
accelerate the use of domestically produccd raw materials;

(d) the establishment of subcontracting and trading links between large-
and small-scale enterprises witiin this sub-sector.

The beverage industry currently accounts for about 20 per cent of MVA in
Nigeria and about 6 per cent of total manufacturing employment. Breweries''
produce over 90 per cent of MVA and about 80 per cent of emplocyment generated
in the beverage sector.?” Presen:ly Nigeria's 31 brewery makers produce
more than 40 brands of beer. In addition there are four brands of stout and
five brands of malt beverages. Total employment is currently estimated at
30,000 persons. In 1987 an estimated 2 billion litres of beer was consumed in
the country.

Production within the breweries sub-sector has grown rapidly. It was the
fastest growing branch in Nigerian manufacturing during 1980-1982. The level
of gross production in 1982 was 5 times greater than the 1970 level in volume
terms. Even during 1982-1986 when most manufacturing branches experienced
severe difficulties and production levels fell significantly, the breweries
continued to thrive. Positive growth was registered during this period but
production is reported to have fallen marginally during 1987 and 19887 due
to restrictions on the import cf malted bariey and problems associated with
the use of locally produced substitutes. An increased use of locally grown
white rice and sorghum for beer production can have serious implications, for
these crops represent Nigeria's staple foods. However, increased use of
domestic resources could provide incentives for increasing agricultural
production of staple food. Furthermore, an increase in domestic raw material
sourcing can lead to a serious escalation of cost.

The industries’' capacity to meet the domestic demand is constrained by
the fact that virtually no barley is grown in the country. The impact of the
January 1988 ban on imports of malted barley has yet to have its effect felt
because the breweries had stockpiled malted barley during 1985 and 1987 in
anticipation of this ban. As these stocks are exhausted, the breweries face
the problem of substituting locally sourced products for varieties based on
imported malt barley.

1/ Defined in ISIC 3133 (malt liquor and malt),.

2/ These ratins are calculated from the FOS, Industrial Surveys, 1980 and
1984.

3/ African Business, May 1988, p. 48,
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The Federal Institute of Industrial Research, Oshodi (FIIRQO) has since
1974 been involved in research concerned with developing the use of locally
produced inputs to the beer industry. In 1987, the FIIRQO demounstrated that
lager beer could be produced using sorghum exclusively (i.e. involving a
100 per cernt sorghum content). The breweries themselves have undertaken
research to substitute wheat, rice and maize for barley in the production
process. Although some success has been achieved and technical difficulties
in substituting locally produced raw materials for barley have to some extent
been surmounted, several problems remain for beer production. There is a
concern that a sudden increase in demand generated by the brewery industry in
the grain market may distort the supply balance and price structure of the
local grains. It will be extremely difficult, in particular, to supply a
sufficient quantity of sorghum. Demand for sorghum is expected to increase
rapidly as stocks of imported barley run low.

The production of beer alss requires the import of large quantities of
expensive enzymes. Research on the domestic production of enzymes based on
local raw material have not so far been very successful and without such a
breakthrough the import content of domestically produced beer is unlikely to
fall despite the ban on malt barley imports. Moreover, the production
technology employed by the breweries will have to be significantly modified
and the use of malt barley is to be substantially reduced. This will require
the commitment of foreigr exchange for technology imports on a large-scale.
I+ is thus evident that if the beer industry is to continue to expand, the ban
on the import of malted barley is unlikely to lead to a significant saving of
foreign exchange in the medium-run.

The further development of the industry therefore requires several
important policy choices on the part of the government. The most important
concerns the extent to which staple food crops can be diverted for use in the
beer industry. This can be a very important consideration in years of
droughts and crop failures. The expansion of the alcoholic beverage should
not be pursued at the cost of a deteriorating national food balance -
particularly because Nigeria's share of the world food aid programme is small
and unlikely to rise substantially over the medium-run. The brewing companies
could conrsider the establishment of farms for rice and sorghum. Similarly,
the government could encourage the cultivation of these crops. It would also
be prudent to explore the possibility of expanding the use of fruit-based soft
drinks in the Nigerian market to take up the slack resulting from a slower
growth of heer production. This industry is likely to have linkages with the
agricultural sectcr which can stimulate production and employment within that
sector without creating the type of problems that are generated by an
increased demand for the staple food crops by the breweries. Careful demand
marnagement is therefore important with respect to the determination of the
future prospects of the beer industry in Nigeria.

3.2 Textiles*’
The textiles sub-sector currently accounts for 22 per cent of MVA.

During the 1970s when the economy was hooming, textile production ecxpanded at
an annual average rate of 12.5 per cent, but as Table 3.1 shows, the impact of

the recession was very severe - the cumulative textile production index
(1972=100) declined from 427.1 (its highest level ever) in 1982 to 157.1 in
1984, Production levels had been significantly higher in the early

1/  This section is based on information contained in World Bank, Nigeria -
NIDB Textile Sub-sector Strategy, October 1986,
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1970s.2” Although detailed statistical information is not availabie it is
clear that no recovery has occurred during 1984-1988. Production levels
remained significantly below those achieved during the mid-i970s. Capacity
utilization rates have however improved from 38 per cent in i986 to 46.4 per
cent in mid-1988.%"

Table 3.1: Indices of textile production, 1974-198%

(1972=100)

Cotton Synthetic Total?®’
Year textiles textiles textiles
1974 118.4 393.7 163.9)
1975 144 .9 611.0 230.7
1976 161.0 1,051.8 324.9
1977 i72.9 9¢4 .7 318.5
1978 167.1 1,129.3 3441
1979 184.2 1,267.1 38K.9
1980 196.2 1,412.9 474.2
1981 212.8 1,031.0 38:.6
1982 258.5 1,175.2 427.1
1983 146.3 1,262.9 351.8
1984 76.4 515.2 137.1

Source: Nigerian Industrial Development Bank.

a/ From the indices for cotton and synthetic textiles with weights of
81.6 per cent and 18.4 per cent, respectively.

The Nigerian Industrial Development Bank (NIDB) and Nigerian Textile
Manufacturers Association (NTMA) have estimated that total emplovment of the
textile industry ranged from 60,000 to 100,000 in 1986. Since the peak year
of 1979/80, sectoral! employment has dropped sharply. According to an estimate
of the Nigerian Industrial Development Bank, employment fell by 40 per ceut
during 1983-1985. Table 3.2 shows the emplcyment trends of 22 textile
companies in Nigeria.

The textile industry is mainly controlled by large private scctor
companies often involving substantial foreign investment participation.
Nigerian laws have limited this tc 60 per cent of the total equity ot textile
sector firms but it is likely that the current privatization initiative will
lead to an increase in the permitted level of foreign investmenl participation
within the textile sector from 60 to 90 per cent. Major foreign investors
within the textile sector are from Hong Kong, India, the United Kingdom,
Liechtenstein, the Netherlands, the United States, Japan and Colombia.

1/ Index value for 1974 was 169.0 (1972=100) and had never fallen below
this level during 1974-1984.

2/ MAN, Half Yearly Fconomic Review, January-June 1988; and Survey of
Manufacturing , 1987. The representativeness of the MAN sample is not
known.
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Table 3.2: Empicyment in selected textile companies, 1983 and 1986
(Number of perscas)

Compary 1983 1986 Required®’
Afprint, Lagos 3,600 2,181 3,000
Enpee industries, Lagos 1,706 850 1,100
Bendel Textile Iadustry 430 210 cee
Arcee Textiles 750 180 320
Woollen and Syrthetic Fab. Ltd. 286 17G 300
West Ccast Weaving Work, Lagos 176 €35 170
General Cotton Miils limited 3,500 2,703 .es
Jnitex Limited 594 678 8§80
sba Textiles 1,752 1,668 ces
Kaduna Taxtiles Limitad 3,668 2,400 2,600
Nigerian Textile Miiis Limited 3,093 2,109 2,700
bive Star Industries 2,83 1,8¢2 3,000
Funtuza Textiles 8zi 830 1,200
stlantiz Textiles 825 700 1,680
United Nigerian Textiles itd £.973 2,640 8,7C0
Zamfara Textiles 1,582 1,569 e
Freside o . lorliiing 1,067 1,000 1,300
Elite &) 400 340
Nichemt. v 3,524 2,907 3,600
Specumii. 1,500 1,200 1,500
western Jaxtile Mills 1,3C0 790 .o
Superlex 7G0 399 670
Tatatl 40,099 30,30 33,186°7
S e Nigerian Tudustriai Development Bank.

3/ For operating at capa-it;

ity.
b/ Total including the faour

eslimated ~t 41,200,

companias for which no data is available is

Table 3.3 pro<onts dats on fustalled machinery in the major -extile

firms.  Au cai De seon mere lhan 4 per cent of the spindles and 46 per cent
6f the leoms remain cancentrate! in the Lagos area. Together lLagos and Kaduna
aceannt aGr JhA per cear of the total number of spindles and 76.7 per cent of
the spindles in Nigeria. Thin very high degres of regional concentration is a
reflection of the market deminance of the major manufacturing industrics. In
1986 /87 there were 37 wajor textile manufacturing firms organized as an
influential interest  group  within  the  Nigerian  Textile Manufacturers
Association (NTMA),

As Table 3.4 shows, the output of total woven fabries increased at an
average annual rate of 12,9 per cent in the period of 1972-1982, Following
the peak in 1982, output dropped dramatically by 38.9 per cent and 33.5 per
cent in 1983 and 1984 respectively. There has been a further fall of 4.6 per
cent in 1985 and there are no signs of strong recovery in the period 1986-1988.




- 42 -

Table 3.3: Installed spindles and looms in textile firms, 1986/87
(Number of spindles and looms)

Textile firms Spindies Looms
Lagos Area
Afprint (Nig.) Ltd. 46,080 1,030
Arcee Textiles .es 224
Atlantic Textile Mfg. Co. Ltd. 12,000 114
Aswani Textile Ind. Ltd. .es 080
Bhojsons Industries Ltd. .- 97
Dalamal Textile Mills Ltd.(DALTEX) --- 208
Enpee Industries Ltd. .- 408
Elite Textile Industries Ltd. .-- 24
Five Star Industries Ltd. .on Ly
GDM Textile Manufacturing Ltd. ... 187
Nichemtex Industries Lid. 35,912 1,622
Nigerian Textile Mills Ltd. 45,000 1,538
President Clothing Co. Ltd. .. 364
Specomill Textiles Ltd. 36,000 540
Woolen and Synthetic Textile Mfg.Ltd. .. 58
Western Textile Mills Ltd. 12,096 1i2
West Coast Weaving Works Ltd. .ee 48
Hong Kong Syrthetic Fibres Ltd. .o 500
Spintex Mills Ltd. 25,592 1GG
Sunflag (Nigeria) Ltd. cen 295
207,680 8,153
Kaduna Area
Arewa Textiles Ltd. 52,200 1,644
Kaduna Textile Ltd. 42,000 720
Nortex (Nig) Ltd. 25,490 320
United Nigerian Textiles Ltd.(UNTL) 33,260 2,240
Funtua Textiles Ltd. 15,360 37¢
Unitex Ltd. 55,000 cen
Supertex Nig.Lltd. 72,218 .o
295,528 5,250
Kano Area
Gaskiya Textile Mills Ltd. 22,472 174
Nigeria Spinners and Dyers Ltd. 10,000 cee
Northern Textile Manufacturers Ltd. 620 123
Kano Textile Printers .o 304
Universal Textile Ind.Ltd./
Universal Spinrers 26,000 79
59,092 677
Other Areas
Aba Textile Mills Ltd. 28,800 850
General Cotton Mills Ltd. 36,640 540
Bendel Textile Mills 20,160 509
Other Mills 28,020 1,497
113,620 3,396
National Totals: 675,920 17,541

Source: Nigerian Textile Manufacturers Asso-iation.
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Table 3.4: Production of textile fabrics, 1972-1985%"
(million metres)

Cotton Woven fabrics,

and synthetic and Knitted

cotton artificial fabrics
Year lends fibres Total Total®”
1972 190.3 5.0 195.3 cen
1573 291.6 9.6 3c1.2 can
1374 274.8 21.4 296.2 12.9
1975 333.4 38.1 372.5 16.8
1976 367.9 52.7 420.6 25.8
1977 398.2 47.0 445.9 36.0
1978 385.7 55.6 442.3 3.2
1979 297.3 L0.8 328.1 21.4
1380 526.8 60.0 486 .8 14.9
1381 591.3 51.6 542.9 14.9
1982 396.9 58.9 655.8 15.0
1983 337.7 63.2 401.0 12.8
1984 239.8 26.8 266.6 12.4
19557 230.0 25.0 275.0
Growth rates (per cent)®’
1972-19£2 12.1 27.0 12.8 .
19R2-1983 (43.4) 7.4 (38.9) -
1°43-1684 (29.0) (57.7) (33.5) eve

Source: Nigerian Industrial Development Bank.

al Subsequent information submitted by NIDB in July 1986 does not coincide
with figures given in May and at least one of tuem (for 1980) seems to be
out of line.

b/ Calculated from weight data assumiug average weight of 200 g/m’.

¢/ Estimates.

d/ Annual average growth rate.

The major product of the woven cotton fabric branch is printed cloth
foilowed by shirtings and drills. The typical design of cotton prints, known
as African print, accounts for 135 to 40 per cent of total cotton fabrics
production. Until the end of the 1970s, Nigeria produced more than enough
cotton to satisfy the demand of the textile industry. Indeed Nigeria was a
significant African exporter of raw cotton. But cotton-seed production is
currently one-tenth of the level achieved during the mid-1970s. This bhas
meant that the cotton fabrics has become increasingly dependent on raw
material imports. The import content of raw materials used declined during
1986/87 but has remained stagnant during June 1987 to June 1988. An
improvement in domestic cotton-seed production has been accompanied by
substantial increases in producer prices during 1987/88. This has made
continued substitution of domestic inputs difficult and has contributed to an
increase in unit costs within the fabrics industry.




Table 3.4 alsc shows that the share of synthetic in total wover
currently stands at about 1T per cent having risen trom 2.3 per c2utl
Despite the fact that the manufacturing cipavity Is small and the
synthetic fibres ars at preseat i=mparlea, capacity ut £

itization witl .
branch is only abcet 23 per cont (s agninst 46 por Cent ir the tewr i
wearing apparel industry as a whclel. he growtih of demand for syo
fsbrics - like that of coz:on fabrics - outstripped the growth of proedes
during 1977-1982. 1In 1377 the government sarned the impors of botn of

synthetic fabrics.

Paradoxically the supply of foreign fabrics iIncreased during the
1977-1982 period despite the officiai ban an imporis. After 1952 bBoih cutpnt
and import (including smuggling of textile produ~ts} declinrd.  This was duc
to 2 sharp fali in per capita inccme following b= recassion.  Tre taxtile

industry has been severely affected by the foreign oxttang: shortag:.  There
has in particular been an acute shortage of spar: parts and many I

had to reduce output anrd capacity utilization r

machinery. Capacity utilization has decliined f
46.5 per cent in 1983 - this represeats something of
utilization rate was estimated at about 4§ per cent i

rroee N

Even if we assume the relatively low per capita level ot tentite
consumption existing in the peak year 1382 as 3 baxis f i tor
domestic demand levels, total annual apparent covsumztion
700 miilion square metres in the late 1980s. i
increases from the 1.3 kg level of 1982 to the 1.7 kg
average for West Africa, the level of dosiestic demend wouid oo in arecers ol
9GO million sq m. Given that domestic predu:tio: Tared :

370 million sq m, it is evident that there is = ciderah.
expansion of domestic demand-orientzd textil
however depends «rucially on the assumption that per cap
and the foreign exchange constraint gradually eased. i
continues to fall, as it has done in every yea
demand for textiles can be as low as 480 million sg = in 199

there will be an excess supply of 71 million sq m by that yoar.  Sver on the
basis cf the most pessimistic scenazrio however thire 18 likely to be 2 rxcess
of demand of about 6 miliion sq m frr yarn-based products by 19zi.

for projeatiog fularg

.

in

» prodaction

”,

Capacity within the textile sector has b=zen reduced by ahtout 0 por ont
since 1980 due to cicsures atnd obsolescence of cquipmen. winich has nofr boer
replaced.kl Obsclescence of egquipment has become a1 major prot.len. {n
particular the design capacity of 22 operating milis is not geared to moul tie
increasing demand from finer cotton-yarn, polyester {PES) and cotten polyestoer
blends. The fact that demand for sucn fabrics has iatreassd  even during
recession indicates the growing inejuality of income distrivntion in Mijeria.

Technological gaps are also illustrat-d hy the fact that welve miltls
representing 61 per cent of the totel «capazity spin  only oottt
Modernization of spinning capacity is laggirg behind technological
improvements in the weaving mills. There is serious shortage of spinning
capacity for easy care blends. Labour productivity in spinning operations is
nct significantly higher than in other African countries and lags behind
productivity levels in developing countries such as India and Hong Kong. This
is mainly due to the low ievels of rcapacity uti'iration and the inadeguate
provision for on-the-job training of workers.,

1/ Total capacity is currently estimated at about 530 million sq m,
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Low praoductivity levels limit export possibilities. Nevertheless some
Hong Kong entrepreneurs have established export-oriented plants in Nigeria
with a view o escaping the quota restrictions imposed by the Multi Fibre
Agreeseat (MFA) on their country - Nigeria of course does not have such quota
restrictions. European firms have expressed an interest in establishing
textile cperstions in Nigeria integrated within a larger international network
of textile and aprarel producrion ventures. If these investments are proved
to be successful, Nigerian {irms may bs enccuraged to develop an active export
strategy perhaps in collaboration with other ECOWAS members who have an
interest in the developm=nt of their own national textile industries.

There is a need for the zovernment, in association with NTMA to develop a
national textiie strategy. The objectives of such a strategy could be:

{a} toc ensur=s suoply availsbi!ity through schemes aimed at 1increasing
domestic coiton production;

¢ production of the cheaper woven products and
itv of the textile sector to meet the btasic needs of
i) to halt the infiow of smuggied textile products into Nigeria;
{d) tc redure industrial concentra.ion within the textile and apparel

ub-sectcr through encouvabi g the growth of subcontracting links
bertween small and large firms (the dominance of the major firms
r

rep esents the single most Tpor;ant barrier to strengthening of
nitra-sentor ilinkages and the growth of efficiency);
{e; re develop a national training programms for enhan~ing labour

rroductivity within the textile sub-sectcr;

{f) to enccurage the development of domestic textiie manufacturing and
to  deveicp a tecthnolagy acquisitiocn polie in this field in
azrordance with Nigeria's nezds and technological and managerial

capacitiss; and

to roustruct a viable evpor-t stratzagy in collaberation with foreign
investars with a view to harmonizing the strategy with the regionatl
temt il investment  and  export  strategy negotiated within the
£ antnq'k of ECOWAS.

E - - 1.
3.3 Transpsrn :psipmeal -

The evolution cof the Nigerian automeotive industry dates back to the
cstahlishrent of pasic bux;.-up units undertaking simple fitting and bolting
operations a few decades ago. These simple assembly operations were pioneered
by Levents, SCCA, BEWAC, CFAO, RT Brisne and Federated Motor Industries
(v, With the beginning of twos technical partnership agreements with
Pcugeot Autwobiies and Volkswagea in 1972 passenger car assembling and
manufacturing came on stream. This was followed by the signing of similar

1/ This section draws largely on icformation contained in M.D. Ogegbho and
T.A. Tlori, Policies and Strategies for the Development of a Viable
Automotive Industry in Nigeria, NISER, Lagos 1984,
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agreements with four commercial vehicle assemblers and manufacturers, British
Leyland, Daimler Benz, Fiat and Steyr in 1975/76. Both production and
profitability levels rose rapidly during the 1970s, as bucyant domestic demand
ensured a healthy pace of expansion.

The transport equipment sector has suffered negative growth every year
since 1982. In 1983, the share of the transport sector in MVA was 14 per
cent, while its share of manufacturing employment was about 4 per cent. By
1987 this share had declined to 5 per cent of MVA. This drastic fall reflects
very high rates of capacity under-utilization in the industry. Manufacturers
Association of Nigeria has estimated that in mid-1987 capacity utilization in
this branch was below 20 per cent.®” There is no indication that capacity
utilization has increased significantly during 1988.

The assembly operations were employing highly import-intensive production
technologies. In 1983 the import cost cf automobile assembly component packs,
fully built-up vehicle units and spare parts was about Nl billiom, roughly
equivalent to 2 per cent of CGDP. According to the MAN survey the import
content of production has declined from 80.8 per cent in 1986 to 78.3 per cent
in 1987.%2" However, high import content of vehicle assembly operations
poses a major problem. Vehicle assembly operations and manufactures of
electrical equipment have the high=st ratio of imports to total raw materials
used within the Nigerian marufacturing sector. The growth of indigenous
suppliers of automotive parts has been extremely slow. Although local
purchases are made from domestic producers of electrical equipment, the import
content of these operations is itself very high. The high import content in
the wake of accelerated devaluation of the Naira since 1986 has resulted in a
dramatic increase in production cost.

Over the period January 1987 to June 1988, unit costs have increased by
150 per cent and ex-factory prices have risen by about 140 per cent on average
in the motor assembly industry. The government's decision to reduce
subsidization and investment levels within this sector has also created
significant difficulties. The Customs and Excise Schedules announced in
January 1988 has reduced the duty differential on locally assembled busses
between imported inputs and final product from 10 to 5 per cent.
Paradoxically the duty schedules on passenger cars have remained unchanged.

In the immediate future the industry may gain substantially from the
government plan to invest N700 million in the transport sector - most of this
money is likely to be allocated for the purchase of busses. The major firms
which produced such vehicles, Federated Motor Industries, Amambra Motor
Manufacturers and Steyr Nigeria, expect a major revival in business during
1988. All the companies are involved only in the semi-knocked down componeats
assembly operations. This implies that the employment opportunities for these
operations are limited. In 1984 the total number of employees in the industry

1/ MAN, Survey of Manufacturing Industry, January-June 1987, p. 5.
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on import sourcing of the vehicle operations are not given for the 1988
period in the report.
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was about a mere 11,000. In order to have a self-sustaining and viable
automotive industry, it is very important to establish a domestic capacity for
the production of automobile parts and components.t’

Niger‘a at present lacks the network of parts and component manufacturers
- specially foundries and forgeries which can enhance domestic sourcing and
reduce the import dependerice of the automobile firms. If domestic sourcing is
to be increased, a rapid growth in the intermediate industries - iron and
steel, non-ferrous metals, metal products, etc - which produce automobile
components is urgently required. There is also a need for a rapid expansion
of small- to medium-scale engineering firms which specialize in providing
subcontracting services to the major automobile manufacturers.

The esctablishment of the assemblage operations has contributed
significantly to an expansion of maintenance facilities. Despite its high
import content the assembly operations have served as a conduit for the
transmission of production technology to indigencus entrepreneurs. A major
reduction in automobile manufacturing will lead to a collapse of the repair
and maintenance industry. Given the rapid growth of wurban population, this
will place a very heavy burden on the transport system. An improvement in the
transport system - better roads, improved driving, reduction in traffic
corgestion etc. - can also enhance average vehicle life significantly.3/

The potential backward and forward linkages of the transport equipment
industry are likely to be significant, particularly in a densely populated and
large country like Nigeria. Before the current r=cession, the rapid growth of
the transport equipment sector reflected the strong domestic demand for its
products. As Tab'e 3.5 shows, the domestic production of passenger vehicles
grew by 44 per cent per annum during 1975-1980. Currently the prices of the
cars have been pushed up to the point where a bottom of the range model
retaiis for around N42,000 which is far beyond the purchasing power of an
average car buyer. In 1987 Peugeot Automobile Nigeria assembled 7,323
pass:nger cars against an installed capacity of 65,000 cars. Total car
production stood at 10,000 in 1987,2” representing about 12 per cent of the
production level of 1980.

The government does not expect a major revival in the domestic demand for
passenger cars. This is coustrained by falling per capita income. On the
other hand, the government is keenly concerned to inject new money into the
public transport system and as noted earlier, N700 million have been allocated
for this purpose in the 1988 budget.

A special interest has bheen shown in the modernization of the railway
network. The government has given Lhe Nigerian Railways Corporation (NRC)
(with a workforce of 32,000) a NSO miliion subsidy. Foreign expertise is
expected to assist the programme. Many NRC locomotives and coaches are
presently lying idle due to the unavailability of spare parts.

L/ An automotive vehicle contains on average moure than 2,000 crmponent parts
which are manufactured from steel, cast iron, copper, pla.tics, rubber,
glass and aluminium.

2/ The average life of passenger cars, commer:ial vehicles and motorcycles
is reported to be just six years in Nigeria - this compares with an
average life of 15 yeais or more for motor vehicles assembled in India
and Pakistan.

3/ Financial Times, March 7, 1988.
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Table 3.5: Demand for passenger cars in Nigeria, 1975-198:2
(Number of cars)

Local
Year production Imports Demand
1975 13,728 57,321 71,04¢%
1976 31,003 42,221 73,224
1977 40,223 50,727 90,950
1978 42,841 24,523 67,364
1979 56,880 6,501 63,1381
1980 83,984 (-7,912) 75,413
1981 82,684 23,045 16,097
1982 71,001 18,817 89,818

Source: M.D. Ogegbo and T.A. Ilori, Policies and Strategies tor the
Development of a Viable Automotive Industry in Nigeria, Nigerian

Institute of Social and Economic Research (NISER), 1984 (mimco).

Coaches and locomotives are ncw being precured for the NREC. Ihe
government has also announced glans to improve the urban transport systen
through a large-scale addition to city and regiovnal bus fleets and a programme
for the privatization of the coastal skipping service.

As the Nigerian economy recovers from the crisis of the mid-1950s, tie
pressure on the public transport system could increase, leadiung to the revivatl
of demand for locally assembled transport equipment. A viable programme for
iacreasing capacity utilization within the traamsport equipment sector needs to
be drawn up. Without these the repair and maintenance industry will become:
increasingly unable toc meet transport vehicle servicing needs.
in this respect is the creation of an instituticnal support systen which can
encourage the emergence of medium- to small-sized engineering {irms capabie of
playing an active subcontracting role vis-a-vis the major enterprises in tie
transport equipment sector. Attention needs to he focussed on probioms
reclated to the rapid development of a technical and mavagerial programme which
can stimulate the growth of such firms and indoce them Lo manaiacture
standardized products, designed to mest the specific requivemcols of the large
manufacturers. If multilateral concessional assistance can be provided o
assist in the development of such a prograsm: it will make 2 sigaificent
contribution towards enhancing Nigeria's technological capacity within the
sub-sector and reducing its level of import depradence,

Ihe kev issue

3.4 Iron and steel'’

During the 1960s investments within the iron and steel seclor were
undertaken by private companies mainly without significant government
involvement . Following the increase in oil prices in 1973-197/4] the

1/ This section draws largely on informiation contained in F. Igwe, Towards a
Local-Resource-Based Steel Industry in Nigeria, NISER, TIbadan, 1986; and
M. 0Ogegbo, The Role and Future of Iron and Steel Industry in Nigerias,
NISER, 1984.




- &9 -

government developed a keen interest both in response to the rapid growth of
demand for steel products and due to a heightened perception of the
significant linkages between the iron and steel branch and the rest of the
industrial sector. Achieving self-sufficiency in the steel sector became an
important policy objective in the mid-1970s.

As of 1985, there were 16 steel mills in Nigeria, five of which were
wholly owned by the federal government, two jointly owned by the government
and domestic and foreign interest and eight companies were exclusively within
the private sector.

The Delta Steel Company (DSC), the largest operating steel plants in the
country, started production in 1982 in Nigeria. It has an installed annual
crude steel production capacity of about one million tonnes (equivalent to
about 82 per cent of the nation's operating liquid steel- making capacity).
Since its initiation, however, DSC has not been operating its direct reduction
plant at anything approaching designed levels. Three rolling mills have been
established in Oshogbo, Katsina and Jos. The largest mill in Oshogbo was
designed for an initial capacity of 210,000 tonnes per year with facilities to
expand capacity to 420,000 tonnes per year and 720,000 tonnes per year in the
second and third phases of project development. These mills produce bars for
the construction industry and wire rod for downstream operations manufacturing
wire mesh and nails. It was expected that DSC would provide the billets used
by the mills but billets are now imported from Europe and the United States.
Increased import dependence has significantly constrained capacity utilization
of these mills, which was estimated at only about 10 per cent in 1985/86. The
government envisages a partial privatization of these companies and intends to
reduce its stock holding to less than 40 per cent.l”

The Ajaokuta Steel Company (ASC) is the other integrated government-owned
steelworks, employing a blast furnace/basic oxygen furnace-based production
technology with a first-phase crude steel production capacity of about
1.3 million tonnes annually. ASC has been designed to produce reinforcing
bars, wire rods, light sections and medium sections. Eighty per cent of the
work on the first phase of the project has been completed by mid-1988 and the
mill is expected to start production in 1989. Upon completion of the Second
and Third phases of the Ajaokuta steel pronject, annual production capacity
will be increased to 3.2 million tonnes. Although the current developmert
plan places strong emphasis on the investments in the steel sector, it is
unlikely that the second development phase of ASC will be completed in the
near future.

The private sector mini-mills are spread all over the country. They use
scrap that is melted in small electric furnaces on site for production of
crude steel and also depend on imported billets. The product-mix includes
rounds, channels and shapes. Private sector operations also suffer from heavy
under-utilization capacity and associated inefficiencies of production. An
improvement in the technology employed is an essential prerequisite tor
widening the range of products manufactured by the private sector.

Capacity wutilization within the steel sector as a whole has been
estimated at about 11 per cent. There is high dependence on imported inputs.
Restrictions on the import of billets during the 1980s has seriously affected
the steel producers.

1/ In 1985 the government owned 100 per ccnt of the paid-up capital of the
mills, Metal Bulletin, August 1988.
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Another important characteristic of the iron and steel sector is the very
narrow range of manufactured products. The plants produce only products such
as bars, rods, angles, sections, channels, light rails, etc., but it should be
noted that some steel plants manufacture flat steel products although the
consumption of flat products accounts for 45 to 55 per cent of Nigeria's total
steel demand. The existing steel plants provide necessary materials for
construction and building industry, but not for the manufacture of automotive
vehicles, storage and processed tanks, ships, cylinders, enamel-ware, etc.
The government intends to establish a flat steel production plant at
Ajaokuta. Production in this plant is scheduled to begin in 1990.

A summary of the raw materials required for steel production in Nigeria
and locally available input materials is presented in Tables 3.6 and 3.7.
Import dependence on raw materials is currently estimated at about 60 per cent
and the decline since 1986 has been relatively modest. Production technology
within the steel sector is entirely imported. Multinational engineering and
construction contractors provide capital equipment and technological know-how
within the context of turn-key project agreements.

Table 3.6: Raw material requirements for steel production in Nigeria, 1985
(tonnes per day)

Raw materials Ajaokuta Steel Co. Dzlta Steel Co. Rolling mills Sources

Iron ore 2,135 1,500,000 - Local/
foreign
Limestone 635,000 50,000 - Local
Dolomite 265,000 65,000 - Local
Coal 1,400 - - Local/
foreign
Refractory-clays 63,000 1,500 - Local
Natural gas - 2,000,000 m3 - Local
Ferrous-alloys
a) ferrous-silicon 13,000 - Foreign
b) ferro-manganese 9,200 - Foreign
Manganese 85,000 - - Foreign
Bauxite 13,000 - - Foreign
Alumina 650,000 250,000 - Lozal/
foreign
Scrap 260,000 250,000 - Local/
foreign
Billets - .- 660,000 Local

Source: E. Igwe, Towards a Local-Resource-Based Steel Industry in Nigeria,
NISER, Ibadan, 1986, p. 12.
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Table 3.7:

Locally available input materials, 1986

Effort to use

Application in

Material Source them steel industry
Iron ore Itakpe, Chokochoko, Govt.Metallurgical- Liquid metal,
Ajabanoko Research & Explor- sponge iron,
ation Groups in and direct
Jos and Kaduna input arc
respectively furnace
Coal Lafia-0Obi, Enugu Govt.Metallurgical- Cooking coal,
Research & Explor-  Fuel Bof steel
ation Groups making
Limestone Jakura, Ubo, Production of
Mfamosing * burnt lime,
making chalk
Dolomite Burum, Osara Furnace,refrac-
" tory paste of
blocks
Refractory Onibode, Oshiele " Ladle,Tundish,
clay etc, Lining
Sea-sand Coastal, Cities DSC (R&D) Tundish-for
and Towns turdish prepar-
ation, etc.
Zircon Niger state DSC (R&D) Tundish nozzles
& associated
application for
Tundish
preparation
Palm oil Rivers,Oyo, DSC (R&D) & Palm Casting mould;
Bendel, Imo 0il Research Ins- for lubrication
titute.
Graphite Niger state ~unknown- Furnace,Tundi:h
Ladle,foundry
Lead Plateau state ~unknown- Tundish: for
casting
Silver Plateau state ~unknown- Plating
Columbite Plateau state -unknown- Alloying agent
(Niobium)
Rice Kwara,Amambra Tundish,Ladle;
Cross river, for insulation
Niger,0gun,
Sokoto
Cotton oil Sokoto,Kano DSC (R&D) Mould for
lubrication
Guinea corn Borno,Sokoto —unknown- Mculd for
oil Benue states lubrication
Rubber Bendel ,Rivers -unknown- Seals tyres.etc
states
Source:

NISER, Ibadan, 1986, pp. 13-14.

E. Igwe, Towards a Local-Resource-Based Steel Industry in Nigeria,
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As Table 3.8 shows, European firms account for a large proportion of
technology imports by Nigerian public sector firms within the steel sector.
TNCs hold exclusive responsibility for provision, construction and maintenance
of production technology. There is no significant involvement of Nigerian
engineering and consultancy firms, except in its on-site construction and
erection of structure and units. Because the steel plant projects have all
been contracted out to multinational firms, the Nigerians have lost many
opportunities for acquiring know-how and technological skills in the
engineering, design, fabrication, construction, commissioning and consultancy
spheres.

Table 3.8: Countries of origin of major technology suppliers in Nigerian
public sector firms in iron and steel, 1986

Company Country of origin

Ajaokuta Steel Co. USSR/F.R. Germany/France

Delta Steel Co. F.R. Germany/Austria/
Switzerland/India

Oshogbo Steel kolling Co. F.R. Germany/Austria/
Switzerland

Jos Steel Rolling Co. F.R. Germany

Katsina Steel Rolling Co. Japan

Source: E. Igwe, Towards a Local-Resource-Based Steel Industry in Nigeria,
NISER, Ibadan, 1986, p. 21.

Although employment within the steel sectors 1is relatively small,
two-thirds of the steel sector labour force -~ 8,000 out of about 12,000
employees - are technicians and engineers representing a high proportion of
the nation's scientific and engineering capacity.t’

A high proportion of the technical staff has been trained overseas under
the terms of the agreements with the multinationals, but the training imparted
under these agreements were mainly in the operation and maintenance of
equipment and machinery, so-called "passive” technology transfer. There is a
need to upgrade local skills in relation to the functions of technology
adoption, improvisation and manufacture. Without this the high dependence on
expatriate workers within the iron and steel sector cannot be reduced.

1/ Total employment potential of the steel sector (i.e. at full capacity) is
estimated at 18,000 of which 12,000 are expected to be technology
operators.
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In summary, a viable sub-sectoral strategy could emphasize:

1. Strengthening forward linkages of the iron and steel industry with
other sectors. There is a special need to develop the production of
flat products and consider how to lay groundwork for establishment
of a local agricultural machinery industry.

2. Stimulating backward linkages through efficient substitution of
domestic for imported inputs. Some progress has also been made in
this direction and a significant proportion of R and D expenditure
needs to be allocated for this purpose.

3. The integration of the steel sector and also the establishment of
institutional links between the major firms within this sector and
the small engineering firms and metal product manufacturers
scattered throughout  Nigeria. Possibilities for extending
subcontracting links should be explored and support for
strengthening institutional ties should be provided. The current
privatization and commercialization programme provide an important
opportunity in this respect.

4, Finally, the reduction of import dependence requires the rapid
development of an effective technology acquisition policy which can
regulate the inflow of both capital equipment and technical know-how
into the country and co-ordinate the firm level on-the-job training
programmes that are the main conduits for the transmission of
production skills and technical know-how within this sector.l’

3.5 Small-scale industries®”

The 1987 census of small-scale establishments®” in Nigeria (Table 3.9)
shows that 87 per cent of all small enterprises and 80 per cent of the total
employment they generate are in the rural areas. The majority of the
small-scale sector encompasses cottage establishments, which include
self-employed workers, household operations particularly in the food
processing, tailoring and handicrafts branches.

1/ Developing countries such as Algeria, Brazil, India, Pakistan and (to a
lesser extent) Kenya and Zimbabwe have accumulated experience in this
respect which might be of considerable relevance to Nigeria. An effort
may be made to develop a technology co-operation programme with
developing countries so as to upgrade Nigeria's technology acquisition
capacity in the iron and steel sector.

2/ The findings presented in this section are based on information contained
in E.I.K. Sule, "Small-Scale Industries in Nigeria: Concepts, Appraisal
of Some Government Policies and Suggested Solutions to Identify the
Froblems', Economic _and Financial Review, Vol. 24, No.4, Central Bank of
Nigeria, December 1986.

3/ A small-scale industry in the census is defined as an establishment with
less than 10 workers.
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Table 3.9: Estimates of small-scale manufacturing establishments,®’ 1987

Number of Number of economic Number of Number of persons
enumeration activity units Persons engaged per
Sector areas (EAU) engaged EAU
Urban 14,554 59,962 171,491 2.86
Rural 96,394 408,710 702,981 1.72
Total 110,948 468,672 874,472 1.87

Source: FOS, Preliminary estimates.

a/ Less than 10 workers.

The development of small-scale industries would create eminent
opportunities to employ a large workforce, mobilize available local resources,
mitigate rural-urban migration and above all to disperse industrial enterprise
within the country. In an attempt to promote small-scale industries the
government initiated small-scale industries incentive programmes.t” The
major mechanism consists of (i) federal government-controlled Industrial
Development Centres (IDC) (ii) the States Small-Scale Industries Credit
Schemes (SSICS).

IDCs were initiated during the Second Development Plan (1970-1974) and
were greatly expanded in the 7Third Development Plan (1975-1980). It was
envisaged that one IDC should be located in each state of the federation, to
perform the following functions:

(i) technical appraisal of applications for loans;
(ii) provision of industrial extension services;
(iii) training of entrepreneurs and staff including management; and
(iv) applied research into industrial products, the design of products
for small-scale industries and management training.?’

SSICS was a system of matching grants under which each state government
sets up a credit scheme or fund from which loans were made to small-scale
industrialists. During the period 1970-1974 the financial commitment of the
federal and state governments to SSICS was N2.4 million or 2.8 per cent of the
total allocation to manufacturing sector. During the 1975-1980 period this
was raised to N48.0 million.

1/ Small-scale enterprises are defined in various manners by banks and the
federal government. The Small-Scale Industries Division of the Federal
Ministry of Jndustry defined small-scale enterprises as any manufacturing
processing or service industry with a capitai not exceeding N150,000 in
machinery and equipment,

2/ The Smali-Scale Industries Division, Federal Ministry of Industries,
Industrial Development Centres in the Service of Small-Scale Industries,
Lagos, p. 8.
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However, the administration of the credit scheme was not able to avoid
misuse. Defaults payments significantly reduced the volume of funds available
to meet the loan demands of small-scale industrialists. As a result, the
federal government discontinued the scheme in 1980.

With a view to establishing a better system the government reorganized
the scheme. Instead of a matching grant to each state, a new schewre arranged
two lines of credit for small-scale industries. On one line each state was to
continue its credit through its Ministry of Commerce and Industry, on the
other line the federal government continued its loan scheme through the
Nigerian Bank of Commerce and Industry (NBCI) so that the scheme might be
better managed and the chances of loan repayment would be better ensured.

The Fourth National Development Plan (1980-1985) planned to raise
resources to N124.0 million for 17 states and to N294.5 million for the
federal government. Although the governments' financial inability prevented
the practical implementation of the scheme, it showed that the government was
paying serious attention to the development of the small-scale industry sector.

There remain many problems to surmount in the development of the
small-scale industries. After SAP was adopted in 1986, the fragile Nigerian
small-scale sub-sector has been facing a critical situation. As the majority
of the small-scale industries exist in rural areas, infrastructural
developments are urgently requiree to ease transportation, communication and
electric-power difficulties, and to raise efficiency and productivity of the
industries.

Small-scale sector growth is seriously constrained by lack of finance.
Credit receipts from the government have declined since the onset of the
foreign exchange crisis in 1982. Loan proposals have often not been properly
appraised and adequate feasibility studies have not been prepared. Poor
management practices have led to high default rates leading to the
disappearance of commercial credit lines over the medium run.

The government's adequate financial assistance in co-operation with the
banking sector would encourage the small entrepreneurs to initiate or expand
their operations. The foreign exchange crisis has had a severe indirect
impact on small enterprises due to the rapid rise in prices of imported raw
materials, largely as a consequence of the sharp depreciation of the Naira.
In order to resolve the wunder-capitalization of small-scale enterprises,
specially under the current shortage of foreign exchange, the government has
been urged to establish small businesses Loaa Guarantee Schemes which would
raise the flow of funds from private banks to the small-scale enterprises by
providing guarantee for loan repayment and reducing the risk element in credit
transactions. Improving financial management is an important prerequisite for
effective credit utilization within the small-scale industries sector.
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4. PLANS, POLICIES AND INSTITUTIONS FOR INDUSTRIAL DEVELOPMENT

4.1 Plan objectives and strategies

An important objective of the Third National Development Plan (INDP),
1975-1980, prepared in the expansionary period immediately foilowing the first
oil boom, was attended to the develupment of a more diversified and integrated
industrial structure based on the large domestic market and rapidly rising
incomes. A significant proportion (25 per cent) of the greatly expanded
public investment programme was allocated to manufacturing, mainly to projects
for heavy and intermediate industrial goods. With the coming on stream of
several large-scale investments initiated wunder TNDP, real manufacturing
growth was projected to average 15 per cent annually.

The Fourth National Development Plan (FNDP), 1981-1985, stressed the
importance of rapid economic growth especially in the non-oil commodity
producing sectars and greater local participation in ownership and management
of productive enterprises. The FNDP laid particular emphasis on the
development of heavy industries. This was evident from the fact that over
60 per cent of the expenditure of the federal govermment during the period
1981-1985 was allocated to steel and petrochemical projects.

The foreign exchange crisis of the early 1980s led to a signi{icant
scaling down of both public and private sector investment under the FNDP. The
government announced project rescheduling schemes for the manufacturing sector
in the budgets for 1982, 1983, 1984, 1985 and 1986, with major cutbacks and
postponements affecting the steel sub-sector. In 1986 the government drew up
the Structural Adjustment Programe (SAP) for a two-year period. As far as the
industrial sector is concerned, SAP represented a continuation of the policies
adopted since the 1982 budget of downgrading public sector investment and of
constructing a macroeconomic framework and an incentive syster for the private
sector to assume the leading role. Thus SAP placed strong emphasis on the
need to diversify the productive base of the economy in order to reduce
dependence on o0il and imports. Demand management policies were adopted during
1986 and 1987. These were accompanied by efforts aimed at dismantling of
price controls leading to a very large devaluation of the Naira in 1987 and
1988 and a rationalization of the tariff structure broadly in line with the
government 's commitment to reduce the import content of domestic production.

The strategy outlined in the SAP also includes an ext: _ e privatization
programme.t” SAP commits the government to a substantial reduction in the
parastatal's share of federal expenditure. The programme stresses the need to
commercialize the operation of most public sector enterprises. Finally,
despite the emphasis SAP placed on the need to economize on capital
expenditure, it retained FNDP'S commitment to the development of petrochemical
projects and gas infrastructural development. Projects within the steel
sub-sector on the other hand were to be restructured and scaled down.

Nigeria is expected to announce the details of the Fifth National
Developmeni. Plan (1989-1994) in early 1989.27 It is unlikely that there
will be major departures from the industrial strategy pursued during the SAP
period. The need for tight monetary and fiscal pclicies will be reduced as
the dependence on imports falls and self-sustainable growth becomes possible.

1/ The privatization programme is discussed in Section 5.2,

2/ The Fifth National Development Plan had initially been planned for
1987-1991, but the economic crisis deferred the launching of the Plan to
1989.
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The Fifth Plan is likely to lay stress on the need to reduce the import
content of manufactured output and on the importance of achieving an
integration of the rural and urban economy and to provide resources for
strengthening the socio-economic infrastructure particularly for securing an
improvement in the provision of transport services and power supplies. The
Tifth Plan is expected to contain an incentive package for accelerating the
domestic production of industrial raw materials and intermediate products. An
incentive system for encouraging private investment in industries in which
Nigeria is seen to have an international comparative cost advantage is also
expected to be provided by the Plan. The Plan will endorse the privatization
initiatives announced as part of the SAP initiatives and to provide a policy
framework for the commercialization of virtually all parastatal operations
within the manufacturing sector. This will probably involve a major reduction
in the subsidization of parastatal enterprises by the government. The
emphasis placed on commercialization and the need to reduce parastatal
subsidies require the rapid development of management skills within the
parastatal sector. The Fifth Plan is therefore expected to provide resources
for the upgrading and development of project selection, evaluation and
expertise within the public sector.

As far as investment priorities are concerned the Fifth Plan will
probably allocate a relatively reduced share to steel projectst” following
the extensive review of these projects during the period 1986-1988.
Nevertheless work on the Ajaokuta plant is to v~ speeded up. The phase 1
project, which has an annual output capacity of 1.3 million tonnes of liquid
steel, is expected to be completed during 1989. The government's insistence
on the maintenance of a viable national steel industry, despite international
pressure, reflects the recognition of the importance of the steel sector in an
integrated industrialization strategy which seeks to link agricultural and
manufacturing development through the domestic production of light engineering
products geared to increasing agricultural productivity. Petrochemical
projects in which substantial investment has already taken place are also
unlikely to be shelved during the Fifth Plan period.

According to preliminary estimates, the manufacturing sector is expected
to grow at an annual average rate of 7.5 per cent during 1989-1994 and to
account for over 10 per cent of GDP by the end of the Fifth Plan period. The
Plan expects most of the growth to stem from medium- and small-scale
enterprises using domestic resources and employing labour-intensive
technology. It is within this sector that private enterprise is expected to
play a leading role. Government investment is 1likely to remain of
considerable importance in the heavy industries - particularly steel and
petrochemicals. The Nigerian government is keenly interested in developing an
investment partnership with transnational enterprises across a whole range of
public enterprise activities and as noted earlier it is devising a
comprehensive policy package to encourage private investors - both local and
foreign - to switch from assembly type operations to manufacturing activities
which increasingly utilize the resource potential of the country.

1/ Steel investments accounted for 9 per cent of public capital expenditure
during the Fourth Plan period.
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4.2 Macroeconomic policy environment

Nigeria pursued a restrictive macroeconomic policy during 1980-1987 under
the SAP framework. The year 1988 is mildly reflationary involving a modest
increase in the real fiscal deficit to GDP ratio and the establishment of a
N2.5 billion special reflationary fund. A key feature of the 1988 budget is
the streamlining of the revenue collection system and if the government is
successful in implementing its reorganization proposals in this respect, the
revenue estimates of the 1988 budget may be significantly exceeded and the
fiscal deficit may turn out to be considerably smaller than the forecast made
at the beginning of the year.

Although government expenditure level will continue to be a key influence
on the level of industrial investment in the foreseeable future, the emphasis
currently placed on privatization, commercialization of public sector
operations and liberalization of the economic policy framework, will mean that
industrial activity is not likely to receive the level of subsidization that
it enjoyed during the 1970s when most firms, including TNCs!’ benefitted
from government intervertionist investment and pricing policies within the
manufacturing sector. The direct investment activity of the government is
likely to be constrained because of the need to reduce the public sector
borrowing requirements in order to reduce domestic credit expansion and
restrain inflationary pressure within the economy.

The government has been committed to the pursuit of a tight money policy
under the framework of the SAP. Nevertheless government borrowing from the
Central Bank and the Commercial Bank has increased during 1988. Money supply
growth (Ml) has accelerated from 11.8 per cent in 1987 to almost 16 per cent
in 1988. Bank credit to the private sector rose significantly during 1988 and
total bank credit growth almost doubled - from 4.4 per cent in 1987 to 8.1 per
cent in 1988. This, coupled with the very rapid increase in the price of
imports (estimated by the Manufacturers Association of Nigeria to be well over
30 per cent on average for manufacturing inputs during the first half of
1987), dve to the operations of the Foreign Exchange Market and the
large-scale devaluation of the Naira, has led to a major escalation in the
rate of inflation. The consumer price index which rose by about 11 per cent
in 1987 is expected to show a growth rate of over 20 per cent by the end of
1988. Nevertheless the government remains committed to maiataining Iits
control over credit expansion and the allocation of credit to prio-ity sectors
- particularly agriculture and manufacturing. Despite the government's aim to
divest much of its equity stock within the banking sector, the Central Bank's
ability to control the activities of the 28 commercial?” and the seven
merchant banks was clearly demonstrated during the period of the establishment
and operation of the Second Tier Foreign Exchange Market (SFEM).2”  The
Central Bank withdrew about N8.5 billion from the financial system over the

1/ For details pertaining to the impact of government interventionist
policies on the private foreign investment firms, see N. Kelley, Nigeria:
Industrialization of an Open Economy, Cambridge University Press, 1978.

2/ The leading clearing banks in 1988 are the United Bank of Africa
(Banker's Trust and Banque Nationale de Paris shareholdings), Union Bank
of Nigeria (partly owned by Barclays) and First Bank of Nigeria (40 per
cent Standard Chartered shareholding).

3/ SFEM was established in September 1986 and the official and second tier
markets were merged in mid-1987.
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period August 1986 to March 1987 (almost 40 per cent of ML) and induced the
banks to lower credit growth substantially during this period. During
1986-1988 the Central Bank has also authorized several increases in the
interest rate structure. Escalating prices have meant however that keeping
interest rates positive in real terms will not prove an easy task in the
medium-run.

Whether the private sector response to the new macro-policy initiatives
is in accordance with the expectations of the architects of the SAP strategy
cannot of course be predicted. Both commodity and factor markets remain very
imperfect instruments for the transmission of policy signals in Nigeria. The
private sector is expected to accelerate the rate of investment (to compensate
for the fall in public capital expenditure). This is not likely to occur
merely as a consequence of greater opportunities for retaining dividends and
making higher profits. Profits of major Nigerian manufacturers have remained
high in recessionary periods such as 1982-1985 when investment has been cut
back sharply. High profits earned by a few companies in 1987 were by no means
exceptional.il MAN on the other hand estimates that investments declined
during 1987. "No new foreign investment came into the country. The little
investment expenditure that took place was mainly for adapting plants for

- - 2
local sourcing of raw materials or for pure replacements".®”

Investment growth seems to depend on market expansion and also on the
lowering of the barriers to market entry by new firms and the growth of
competition. The attainment of both these objectives requires direct
government intervention and indeed cannot be effectively pursued without
public investment levels both to stimulate domestic demand and to support
investment by the medium— and small-scale units. The government sees the
expansion of the medium- and small-scale units as crucial in the execution of
the current industrialization strategy which stresses the need for the growth
of domestic resource-based labour-intensive manufacturing activities. A
revival and restructuring of public investment can thus go a long way towards
accelerating the pace of industrial development in Nigeria.

4.3 Trade policy initiatives

As part of the SAP framework Nigeria has developed a liberal import
policy and a comprehensive set of incentives to encourage exports. In
accorcance with the SAP's principles, the Nigerian government abolished import
and export licences, dissolved Nigeria's six agricultural boards, ended most
price contruis and permitted exporters in the non-petroleum sector to retain
100 per cent of the foreign exchange earnings in the domiciliary accounts.
The government also reduced the list of banned imports from 74 to 16 product
groups. Currently, those goods banned from importation include wheat, wheat
flour, rice, corn, vegetable oil, poultry and eggs, plastic goods (except for
baby food bottles), soft drinks, beer, sparkling wines, cigarettes, textiles,
wood and furniture, jewelry, and precious metals and gaming machines.

1/ African Business, April 1988, pp. 31-32.

2/ MAN, Sample Survey, January-June 1987, p. 1.
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A 30 per cent import levy was also removed, although three minor import
duty surcharges (totalling 6 per cent) were left in place. The tariff
structure was reformed in January 1988, and import duties and the level of
effective protection accorded to Nigerian industries were reduced.

Export promotion measures

A variety of measures ranging from export insurance to outright grants
are applicable to manufacturers producing for export.

(i)

(iv)

(v)

Import duty drawback

Under the Customs (duty drawback) Regulations 1959, importers can
claim repayment of import duty paid for materials used in producing
export goods. Repayment will be made in full if materials are
imported for use in the production of goods which are exported. In
the case of certain composite goods which contain wholly or partly
duty-paid ingredients the Customs and Excise Department may grant
bonafide applicants a "fixed rate" drawback on proof of exportation
of such goods or their disposal in an approved manner. The
objective of the duty drawback is to encourage the production of
various export goods as a means to diversify the economy away from
oil. To encourage non-0il export development and to enable
exporters compete effectively on international markets, a duty
drawback scheme involving duty suspension for qualifying exporters
backed by bankers' guarantees, has been put in place.

Export proceeds retention

An exporter is allowed to retain his export proceeds in foreign
currency in his "Domiciliary” bank account in Nigeria. The amount
so retained may be used to pay for specified activities as contained
in the Export (Incentives and Miscellaneous Provision) Decree of
1986 .

Export licence waiver

No export licence is required for the export of manufactured or
processed products.

Export credit guarantee and insurance scheme

In order to make Nigerian products compete effectively in the
international market as well as to insure genuine exporters against
some political and other risks including default in payment, the
government has approved the establishment of an export credit
guarantee and insurance scheme. Exporters will also be in a
position to grant their customers some credit facilities.

Export development fund
The export development fund shall be used to provide financial

assistance to private exporting companies to cover part of their
initial expenses in respect of export promotion activities.
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(vi) Export expansion fund

The export expansion fund shall be used to provide cash inducement
for exporters who have exported a minimum of N50,000 worth of
semi-manufactured or manufactured products.

(vii) Export adjustment scheme fund

An export adjustment scheme fund has been established to serve as a
supplementary export subsidy. Proceeds will be used to compensate
exporters for :

a. high costs of production arising from infrastructural
deficiencies;

b. purchasing commodities at prices higher than prevailing world
market prices but fixed by government; and

c. other factors beyond the control of the exporter.

(viii) Rediscounting of short-term bills for export

This facility will enable all exporters to rediscount their
short-term bills under a scheme provided for in the Central Bank of
Nigeria (CBN) (Amendment) Act 1967.

(ix) Capital allowance

Additional annual capital allowance of 5 per cent on plant and
machinery for "manufacturing exporters” (those that export at least
50 per cent of their annual turnover), provided that the product has
at least 40 per cent local raw materials content or 35 per cent
value added.

(x) Tax relief on interest income
The Companies Income Tax Act 1979 has also been amended to grant tax
relief on interest accruing from any loans granted to aid investment

in export-oriented industries.

Financial support

Industrial development banks have been set up at both Federal and State
levels to offer specialized services to industry. Paramount among these
services is the provision of soft loans and advances to large-, medium-,
small-scale- and cottage industries on concessionary terms. These concessions
are reviewed regularly in line with policy objectives of governments.
Development banks include among others Nigerian Bank for Commerce and Industry
(NBCI), and the Nigerian Industrial Development Bank (NIDB), Kano State
Investment Corporation, etc.

To sum up, the broad thrust of Nigerian industrial policies is
increasingly liberal. Nigeria operates a flexible trade and exchange rate
system with comparatively few restrictions on the movement of capital and
commodities. However, an import-substitution process remains evident in its
protectionist structure despite significant modifications. The government has
actively sought to encourage direct foreign investment and has developed an
extensive privatization programme. Nevertheless the need to reduce the import
content of domestic production significantly and to stem capital repatriation
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levels necessitate the existence of an industrial policy framework capable of
redressing private sector complaints and of promoting desirable changes in the
structure of investment and production. The institutional framework for
industrial policy-making and implementation cannot therefore be focussed on
the limited task of the dismantling of controls. It must be developed as
instruments which can enable the government to play a creative, directive role
in accelerating the pace of industrial development in Nigeria.

4.4 Institutional infrastructure

Nigeria has a relatively well developed institutional infrastructure for
industrial policy-making and implementation. Guidelines for the development
of the system have been provided by a series of legislature acts summarized in
a document entitled, Industrial Policy of Nigeria, published in late 1987.
The Ministry of Industry has traditionally been the central decision-making
institution. It advises the government on the formulation of industrial
policy, assists in the operation of federal industrial projects, supervises
parastatals, and is responsible for the regulation of private industries.
Other institutions involved in the industrial policy process include:

(i) The Industrial Development Co-ordinating Committee (IDCC)

Initial authorizations for the establishment of new industries were, in
the past, requested from several government ministries and agencies. Delays
inevitably slowed down the establishment of new industries. The government
has, therefore, established a new central agency known as the Industrial
Development Co-ordinating Committee. The committee comprises representatives
of the following ministries: Finance, Internal Affairs, Trade, Science and
Technology, National Planning, Agriculture, Industries, Employment, Labour and
Productivity.

The functions of IDCC are:

(a) granting approvals for the commencement of new business and relevant
expatriate quota for such businesses (expatriate quota approvals by
IDCC will be limited to new business only);

(b) granting approved status in principle for imported capital in new
ventures;

(c) approving technology transfer agreements as they relate to:
- assistance in procuring machinery plant equipment and components
- engineering design services
- plant installation and
- plant commissioning;

(d) advising on the administration of govermment industrial incentives;
(e) making recommendations on pertinent policies including tariff and
various measures aimed at ensuring the industrial development of the

country; and

(f) other relevant functions assigned to the committee from time to time
to facilitate meaningful industrial development.
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The IDCC Secretariat functions as a cc-ordinating centre for receiving
applications from prospective investors, channelling such applications to the
appropriate ministers for their action. The decree provides that every
application shall be processed within three months.

(ii) The Policy Analysis Department (PAD)

The govermment has established an organ known as Policy Analysis
Department within the Federal Ministry of Industries. The functions of this
department are to undertake the collection of data, conduct economic research
and policy analysis necessary for the evaluation of the effectiveness or
otherwise of industrial policy.

(iii) Industrial Inspectorate Department (IID)

The Industrial Inspectorate Department of the Federal Ministry of
Industries plays a pivotal role in verifying the actual values of capital
investment in buildings, machinery and equipment of various industries. The
Department also certifies the date of commencement of production for companies
that enjoy pioneer status, and the value of imported indust-ial machinery and
equipment for the confirmation of approved status for non-resident capital
investment. Furthermore IID issues certificates for granting concessionary
rates of duty on imported industrial machinery and equipment and provides
in-house technical services for the ministry, including negotiations for
equipment selection and implementation of public sector projects.

It also plays a key role in the monitoring of the Comprehensive Import
Supervision Scheme (CISS) to ensure that the operations are in the spirit of
the Agreement. It is the intention of the government to indigenize
pre-shipment import inspection currently being undertaken by foreign
companies. The IID which presently monitors the operations of the Inspection
Agents is expected to be directly involved in pre-shipment import inspection
in due course.

(iv) Standards Organization of Nigeria (SON)

The Standards Organization of Nigeria continues to set standards for and
maintain surveillance over the products of Nigerian industries and important
products to ensure that they meet national and international standards.

(v) Data Bank

An Industrial Data Bank has been established in the Federal Ministry of
Industries to gather, store and retrieve data. The Bank will provide
information on existing industries in the wvarious sub-sectors, their
production capacities and expansion plans, production costs, the state of the
market, price movement, raw materials available in various parts of the
country, etc.

(vi) Raw Materials Research and Development Council

A Raw Materials Research and Development Council has been established and
housed at the Federal Ministry of Science and Technology. The Council is the
umbrella organization for all the various efforts by public and private
sectors in the research and development of 1local industrial input. The
Council works in close collaboration with the Federal Ministry of Industries
which has the overall responsibility for the development of incentives
pertaining to raw materials utilization.
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(vii) Investment Information and Promotion Centre

In practically all cases, whether the prospective investors are Nigerians
or foreigners, it is advisable to contact the Investment Information and
Promotion Centre of the Federal Ministry of Industries for the latest
information on procedural matters. The Centre can advise and guide investors,
free of charge, on most aspects of their investment proposals.

(viii) Nigerian Enterprises Promotion Board which was set up by law as an
instrument for the implementation of government policy determined to closely
involve Nigerians in the industrialization process and to have them ascend to
the commanding heights of national economy. Under the Nigerian Enterprises
Promotion Act, all business enterprises are grouped into three Schedules.
Those classified in Schedule I are reserved exclusively for Nigerians. They
are relatively simple enterprises in terms of technology and capital
investment. Foreigners can participate in Schedule II, enterprises with up to
90 per cent of equity ownership. It 1is permissible for companies with a
amximum of 60 per cent foreign ownership to invest in or form partnerships for
Schedule II enterprises.!” The Board is to ensure compliance with this
requirement by all business enterprises in the country.

(ix) The Nigerian Industrial Development Bank (NIDB) and the Nigerian Bank
for Commerce and Industry (NBCI), which are two financial institutions set up
by the government dealing with industrial financing. As Table 4.1 shows,
total disbursements of the NIDB have increased at a relatively moderate rate
during the 1980s. Table 4.2 shows that NIDB's loans are not evenly spread
across the sub-sectors of manufacturing. In 1986 more than 50 per cent of
total disbursements were sanctioned for the textile sector. The government
makes funds available to these banks for on-lending to industrial ventures.
The terms of development institutions are less stringent than those of the
commercial banks. In addition, the guidelines issued by the Central Bank of
Nigeria to the financial institutions in the country provide for preferential
lending to industry, especially to small-scale industries. There are other
financial arrangements to enhance availability of funds for small-scale
industrial development throughout the country.

(x) Industrial Research Institutes

In order to stimulate relevant applied research and development, the
Federal government has established 22 research institutes. Two of these - the
Federal Institute of Industrial Research, Oshodi (FIIR0O) and the Project
Development Institute, Enugu, are charged with special responsibilities for
industrial research. Accordingly, their major focus is on development of
resource-based processes, projects and equipment, as well as adaptation of
industrial technologies to the Nigerian environment. Particular emphasis is
currently being placed on the agro-allied and mineral-based industrial
sub-sectors.

Since Nigeria is a mixed economy, government bodies are only part of the
whole infrastructure for carrying out overall industrial policy in the
Federation. Many semi-governmental and non-official agencies have been
created to provide infrastructural and other support services. These include
development banks and other financial institutions for industry, training
institutions, industrial business-information services, project analysis and

1/ The Federal Ministry of Industries, Industrial Policy of Nigeria,
November 1987, p.18.




Table 4.1:

Total sanctions and disbursements of NIDB, 1983-1986

(N '000)
1983 1984 1985 1986
Sanctions and disbursements
EQUity  gebentures  EMIYY  dobentures  EMUALY  geponiones Eauity  onte e
Gross sanctions for the year 723,720 35,019,200 1,040,000 17,915,000 3,681,000 63,145,000 2,215,850 52,580,000
Cumulative sanctions 62,020,672 515,683,912 63,080,672 533,598,912 66,741,672 596,743,912 68,957,522 649,723,912
Lapsed cancelled & fully liquidated 2,110,000 8,764,168 200,000 9,006,101 40,000 42,036,749 543,200 18, 334,800
Cumulative lapses, cancellations &
fully liquidated 6,467,459 80,301,402 6,667,459 89,316,503 6,707,459 131,353,252 7,250,659 149,688,052
Net sanctions for the year 1,386,280 26,255,012 840,000 8,908,899 3,641,000 21,108,251 1,672,650 34,645,200
Cumulative net sanctions 55,553,213 435,373,510 56,393,213 444,282,209 60,034,213 465,390,660 61,706,863 500,035,860
Gross disbursements for the year 1,317,380 38,532,336 1,215,527 16,318,873 3,273,614 19,640,552 5,912,825 75,827,479
Cumulative disbursements 52,296,291 346,994,684 53,511,818 363,318,874 56,785,432 382,959,426 62,698,257 458,786,905
repayments etc. for the year 1,500 19,047,989 63,561 16,417,284 459,500 20,450,896 - 17,906,000
Cumulative repavments etc. 747,798 8,045,577 B11,359 102,462,861 851,859 122,913,757 851,859 140,819,757
Net disbursement./repayment for
the year 1,315,880 15,484,347 1,151,966 (93,094) 3,233,114 (810,344) 5,912,825 57,921,479
Cumulative net disbursements/Re-
payments 51,548,493 260,040,107 52,700,459 260,856,013 55,933,573 260,045,689 6],846,398 317,967,148

Source: Nigerian Industrial Development Bank.
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design services, testing services for raw materials and finished products,
industrial standardization, quality control services, technology transfer
advisory services, private consultancy services for industry, and export
promotion services.

Among various oJporting institutions listed above the so-called interest
groups are of p: cular importance. They not only attempt to influence
administration but une administration itself consults them in the formulation
and implementation of government policy. The formally organized interest
groups in Nigeria comprise the manufacturers associations and the chambers of
commerce and industry. The most important are the three largest groups. They
comprise the organizations which are open to all industrial firms: the
Manufacturers Association of Nigeria (MAN), the Nigerian Employers
Consultative Association (NECA), and The Chambers of Commerce and Industry.
In addition, there are other associations representing the interest of
industrial firms of specific branches. The formal interest groups frequently
collect their own information on the activities ol their members, and are
familiar with the attitudes and opinions of the firms they represent. This
information is often of great importance in the formulation of directives and
decrees. When an interest group has participated in formulating a policy, it
can also be asked to contribute to its implementation.

The main objective of the Manufacturers Association of Nigeria (MAN) is
to develop and promote the contribution of manufacturers to the national
economy through representation in all repmtable bodies, government and others,
whose work may affect directly and indirectly the interest of manufacturers.
The MAN collects information and surveys data which is processed and made
available to members. It has representatives in various government
organizations, for example, the National Economic Advisory Council, the Export
Promoiion Council, the National Wages Advisory Council and in the National
Standerds Organization. It also prepares on a half yearly basis a survey of
manufacturing industry for the ‘ederal cabinet. Through participation in
decision-making in these organizairions it can exercise a direct influence on
industrial policy formation.

The Nigerian Employers Consultative Association (NECA) was founded in
1957 to provide a means for consultation and exchange oi information on
questions arising about the relations between employers and workers. The NECA
carries out its own data surveys and analysis, which are then sent to
members. As one of the central employers' organizations it represents, in a
similar way to tlie MAN, the opinion of the majority of the employers vis-a-vis
the government. The NECA is also represented in various government
organizations where it can exercise influence. In addition, it sends
delegates on government invitation to IO conferences. In this way Nigeria's
employers are able to express their views on internatiomal recommendations
which could subsequently become law.

The Chambers of Commerce and_ Industry regard their main task to be the
protection of all matters affpctmg trade and industry for the promotion of
the economic growch of the country. They collect and analyze information.
The Lagos Chamber of Commerce, for instance, has its own Statistics Standing
Committee. Members are mainly given information on questions con.uected with
the establishment of new industries and commercial relations on industrial
fairs, customs tariffs and incentives. The various chambers which exist in
almost all of the 21 States, are members of the Nigerian Association of
Chambers of Commerce, Industry, Mines and Agriculture. Thic Association
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(N'000)
Sub-sector Equity Loan Total Per cent
Food - 3,750.4 3,750.4 4.6
Beverages 132.8 12,711.4 12,844.2 15.7
Textiles 30.0 3,015.7 43,045.7 52.7
Footwear and leather products - 1.2 1.2 0.0
Wood products and furniture - 176.2 176.3 0.2
Paper products - 1,293.1 1,293.1 1.6
Chemicals and petroleum products - 7,919.1 7,919.1 9.7
Rubber products - - - -
Cement - - - -
Glass, clay and stone products - 1,069.2 1,069.2 1.3
Iron and steel - 4.1 4.1 0.0
Metal fabrication - 4,911.7 4,911.7 6.0
Electronics and electrical
appliances - 1.3 1.3 0.0
Transport equipments 500.0 - 500.0 0.6
Mining and quarrying - 4.4 4.4 0.0
Hotel and tourism - 318.8 318.8 0.4
Miscellaneous 5,250.0 650.8 5,900.8 7.2
Total 5,912.8 75,827.5 81,740.3 100.0

Source: Nigerian Industrial Development Bank.
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appoints representatives from the private sector who are delegated to tae
government organizations. The representatives sit in the bodies already
mentioned, in which ‘he MAN ard NECA are also represented. The Chambers also
maintain close contacts with the Ministries.

Thus, Nigeria has a dense organizational and iastitutional network for
the development, implementation and monitoring of industrial policy
initiatives. Effective utilization of the institutional framework for
industrial restructuring could be directed towards eliminating functional
overlaps and filling the existing gaps withia the system. This would enhance
the opportunities available to Nigeria for making optimal industrial use of
its resource potential and strengthening the organizational ratwork to cope
with emerging issues and options.
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§.  ISSUES AND OPTIOKS FOR INDUSTRIAL DEVELOPKENT IN THE 1990s

5.1 Industrial dualism: bridging the "missing middle"”

Although Nigeria's manufacturing sector is the most diversified and
relatively the most developed one in Sub-Saharan Africa, it is characterized
by severe structural imbalances. The sector consists on the one hand of a
small number of large manufacturing enterprises which dominate key
sub-sectors - food and beverages, petrochemicals, automobile assemblage -
and have considerable monaopoly power. On the other, there is a large number
of operations producing goods for the lower income end of the domestic
market. Links between these two sub-sectors remain extremely weak and it is
extremely rare for the small-scale enterprises to have a sub-contracting
relationship with the major firms because of the "missing micddle'.

In the engineering industry the large number of fabricated metal products
producers are oriented towards supplying the needs of the construction
industry. There is a great shortage of foundries, forges and machine shops
producing inputs for firms manufacturing final engineering products. This
leads to an excessive dependence of the major engineering firms on imported
inputs and to an inefficient cost structure - domestically produced
engineering goods have been estimated to be 30 per cent more expensive than
competitive imports. Siace the establishment of the auction-based foreign
exchange market, the price of imported engineering inputs have gone up by
almost twice as much as the price of domestic inputs and although the share of
imported inputs in engineering production has fallen during 1987, it still
accounts for over 50 per cent of material cost. The "missing middle”
represents the absence of an institutional conduit for the transmission of
production technology from the 1large firms to the indigenously-owned
enterprises and to the consumers of manufactured product.

The development of subcontracting and other institutional links between
large and small enterprises can be an important means for accelerating the
diffusion of technological skills throughout the economy and for orienting
manufacturing industry towards the production of agricultural inputs. It can
also stimulate the growth of productive employment, and this is a particularly
important consideration at a time when wurban unemployment has risen
sigrnificantly. The evolution of production linkages between large and small
enterprises can thus lead to increazsed efficiency in factor use, the adoption
of a more efficient domestic resource-based and labcur-intensive production
technology and :che utilization of indigenous entrepreneurial and managerial
talent which exists in the country. Nigerian policy-makers may thus benefit
from paying close attention to the experience of other developing countries -
suct as Egypt, India and Birazil!” which have consciously fostered
subzontracting arrangements as a m2ans tc parry problems of industrial dualism.

Nigeria has in recent years been increasingly conscious of the need to
reduce industrial dualism aad strengthen intra-sectoral ties. The Industrial
Policy Statement of 1987 places particular emphasis on the need to provide
greater employment within the manufacturing sector, stimulate the regional

1/ Nigeria's relatively extensive counter-trade 1links with Brazil may
provide a basis for the transmission of organizational and technological
know-how between the two countries.,
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dispersal of industrial units and the expansion of the small- and medium-scale
enterprise sector. Product areas in which small-scale enterprises are to be
encouraged have been identified to include food manufacturing agro-industries,
building materials, pharmaceuticals and low cost trarsport equipment. A
series of measures have been announced to increase the provision of financial
support and other auxiliary services to small-scalz enterprises. In order to
increase the impact of the programme, particularly in rural and semi-urban
centres, there may be a need to reduce thke 1lower investment limit which
qualifies an enterprise for government assistance and support!”’ and
restructure the financial support delivery system to cater to the needs of a
much wider entrepreneurial client than currently envisaged. Institutional
development outlined in the 1987 Policy Statement for facilitating the growth
of the small-scale sector needs to be integrated within the context of an
incentive system which avoids institutional and functional overlap on the one
hand and on the other provides a basis for increasing the institutional and
market 1links between small-scale enterpiises and major manufacturing
enterprises. This must crucially involve an extension nf subcontracting links
as indicated above. Major enterprises may also be encouraged to produce
appropriate (and appropriately priced) inputs for the small-scale sector.
Incentives may be provided for strengthening the commitment of the major
enterprises to small-scale enterprise development. An incentive system which
can effectively strengthen inter-enterprise 1linkages can make a major
contribution towards reducing industrial dualism and enhancing the role of
particularly indigenous private enterprise in Nigerian manufacturing.

5.2 Privatization: from indigenization to foreign investment

The privatization scheme was announced in early 1986 and was incorporated
as an essential element within the Structural Adjustment Programme announced
later that year. A basic objective of the privatization strategy announced in
1987 and 1988 is to attract foreign capital into manufacturing which is
crucial to the attainment of many of the policy goal’s of the government. The
SAP was designed with the explicit objective of increasing the inflow of
foreign capital into Nigeria.

Table 5.1 presents the most recent privatization list issued by the
government. One-fifth of these firms operate mainly in the manufacturing
sector. Two-thirds of the manufacturing companies included in the
privatization programme are earmarked for full privatization - i.e. 100 per
cent divestment. Most of these firums are in the food manufacturing, beverages,
textiles and wood products sub-sectors. All government-owned companies in the
cement, paper, automobile assembly are to be partially privatized as are the
steel rolling operations outside the main iron complex. Nigerian Super
Phosphate Fertilizer Company and two sugar companies are also to be partially
privatized. The government is to reduce the equity ownership in the partially
privatized firms to under 40 per cent.

1/ The Industrial Policy Statement of 1987 fixes this lower limit as
N100,000 in terms of total investment. This is a large sum for an
artisan entrepreneur. Moreover assessing the value of fixed investment
is problematic., A case may therefore be made for re-defining the lower
investment limit in terms of the total number of people for whom a given
entecprise can provide employment.
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Table 5.1:

List of companies involved in privatization exercise

in Nigeria, 1988

Companies for full privatization
Aba Textlile Mills (M)

American International Insurance Co
British American lnsurance

Central Water Transportation Co Ltd
Crusader Insurance

Durbar Hotel Ltd.

Grins Productions Co Ltd

Guinea Insuranc:

Impresit Bakalore Nigeria Ltd

Law Union and Rock

Madara Dairy Co (M)
Mercury Assurance

National Animal Feed Co

National Cargo Handling Ltd

National Film Distribution Co Ltd
National freight Co

National Fruit Co Ltd

National Livestock Production Ltd
National Root Crops Co (and other
such food production companies’
National Salt Co Ltd (M)

NEM Insurance

New Nigerian Salt Co Ltd (M)

Niger Insurance

Nigeria Beverages Co Ltd (M)
Nigeria Hotel Ltd

Nigeria Ranches

Nigeria -Romania Wood Industries Ltd (M)
Nigerian Dairies Co Ltd (M)
Nigerian Film Corporation

Nigerian Food Co Ltd (M)

Nigerian National Fish Co

Nigerian National Shrimps Co Ltd
Nigerian National Supply Co

Nigerian Poultry Production Co Ltd
Nigerian Transport Ltd

Nigerian Yeast and Alctiohol Co Ltd (M)
North Breweries Ltd (M)

Okomu 0il Palm Co (M)

Opobo Boat Yard

Ore/Irele 0il Palm Co Ltd (M)
Prestige Assurance

Road Construction Co of Nigeria
Royal Exchange Assurance

South-East Romania Wood-

Wood Industries 1Ltd (M)

Specomill Nigeria ( td

Sun Insurance

United Nigeria Insurance Cn

West African Distilleries (td. (M)
West. African Prudential Insurance
Companies for partial privatization
All cement companies (M)
All commercial and Merchant
All oil market ing companies
All paper mills

hank:s

Source: Africa Business,  Jaly 1988, p.l4.
Note:

All steel rolling mills operating outside
the iron complex M)

All truck assembly companies (M)

All vehicle assembly companies (M)
Bacita Sugor Co (M)

Daily Times of Nigeria

Electricity metre Co of Nigeria Ltd

New Nigerian tlewspapers

News Agency of Nigeria

Nigeria Airways

Nigerian Agricultural and Cooperative bank
and other-development banks (five of them)
Nigerian Engineering

Construction Co Ltd

Nigerian Fertilizer Co Ltd

Nigerian National Shipping Line

Nigerian Super Phosphate Fertilizer Co (M)
Savannah Sugar Co Ltd (M)

Tourist Co of Nigeria Ltd

Companies for full commercialization

Moandicates that major activity andert aken

Associated Ores Mining Co

National Insurance Corporation of Nigeria
National Properties Ltd

Nigeria Re-Insurarce Corporation

Nigerial Coal Corporation

Nigerian Mining Corporation

Nigerian National Petroleum Corporation
Nigerian Telecommunications

Tafawa Balewa Square Management Committee

Companies for partial commercialization
All federal hospitals
All River Basin Development Authorit_.es
Ajaokuta Steel Co
Delta Steel Co
Feder Housing Authority
The Federal Institute of Industrial -

Research
Federal Radio Corporation of Nigeria
Kainji Lake National Park
National Electric Power Authority
National Provident Fund
Nigerian Airport Authority
Nigerian Institute for 0il Palm Research
Nigerian Machine Tools Ltd
Nigerian Ports Authority
Nigerian Railways Corporation
Nigerian Security and Minting-

co Ltd.

Nigerian Television Authority
The Project Development Agency

va o manfactur g,
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The list presented in Table 5.1 indicates that the government seeks to
involve private firms, both domestic and foreign, in the industrial
rehabilitation exercise within the consumer goods branches. Divestment within
the heavy industr:al branches is aimed at the construction of debt-equity
swaps and at attracting mainly foreign manageiial expertise to restructure
these companies in participation with the government.

The government expects to mobilize N2.3 billion from the privatization
programme. Its total investment in the rirms within the privatization
programme during 1980-1985 was N23 billion, roughly half taking the form of
equity participation and half the form of loan capital. Besides these the
government spent over Nl billion in subsidies to these parastatals.!” The
privatization programme is thus substantially larger than the indigenization
programme of 1978 which involved the sale of stock worth N210 million invested
in 78 companies through the National Stock Exchange. The devising of an
i1stitutional system for handling stock market sales on such a large-scale is
a challeznlging task although Nigeria has a considerable experience in this
respect.”

Despite its keen interest in the success of the privatization programme
the government intends to retain control of the major industrial companies
with a new thrust on business-like operations. Thus the Nigerian National
Petroleum Company is to be fully commercialized (i.e. all government
subvention is to be discontinued over time) but is not to be privatized. The
Ajaokuta Steel Company (including its rolling operations) is to be partially
commercialized and government subsidization is not likely to be phased out
over the medium-run. Given the persistence of significant levels of
investment in the steel and petrochemical complexes envisaged in the Fifth
Plan, It is clear that the government retains its interest in playing a direct
investment role in key manufacturing industries. The emphasis on
commercialization thus indicates however that the government is seriously
concerned to improve the performance of public mauufacturing enterprises and
to establish a framework for co-operation between private and public
enterprises to enhance productivity growth within the manufacturing sector.

The impact of privatization on ent:rprise performan:e is likely to be
determined by several factors. Public firms suffered losses due largely to
the legal constraints placed on their pricing, investment and employment
policies. Lifting these constraints will have a social cost which will show
up elsewhere in the economy. There is in particular the possibility that
rrivate investmenct wiil concentrate on a small number of key projects with
short gestation periods and will not provide resources for the type of
industrial restructuring that 1is necessary to 1iacrease inter-enterprise
production and linkages and a wider diffusion of technological know-how within
the Nigerian economy. This is particularly the case, because there exist very
few domestic investor groups (such as the Ihuru Group of Companies), which are
likely to take up the investment slack.

Jo—
~

Rate of return on the total investment was estimated at about 4 per cent.

1SS
~

In 1978 the specially established Nigerian Enterprise Promotion Board
(NEPB) handled the privatization sales, but only 78 of the 1,120
companies made use of the services of the stock exchange of NEPB.
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On the other hand. many transnational corporations have expressed an
interest in the privatization programme. These include Metal Box, Chemical
and Allied Products (Nigerian affiliate of U.K.'s ICI), Soclinco (Belgium)
Kobe Steel (Japan), Unde (FRG), and Lever Brothers (Nigeria). Bringing such
interest to fruition is an act of careful and protracted negot_ations,
sometimes involvin, complex debt-equity deals with the involvement of
international financial institutions. Moreover there is a need to ensure that
privatization does not lead to a substitution of private monopoly for public
monopoly and an increase in the level of industrial concentration in Nigeria.

Privatization is thus a strategic option which can ensure significant
gains for Nigeria in keeping pace with the changing industrial realities,
which would probably require the supplementation of the divestment effort by a
rehabilitation programme with the support of multilateral institutions. Steps
must also be taken to ensure that industrial concentration does not increase
as a consequence of privatization in view of the fact that the major
constraint on the growth of factor productivity is the high level of
monopolization of the manufacturing sector.

Government has been conscious of the need to restrict industrial
concentration. This is reflected in its decision to channel 80 per cent of
the shares through the stock market and the limits imposed on individual (but
not group) holding of these shares. Government needs to develop an incentive
system and a regulatory mechanism to foster the growth of investment and
management co-operation between public and private enterprises and to ensure
that this co-operation leads to appropriate investment patterns, technology
choices, employment and labour policies and the strengthening of viable links
between large manufacturing firms and the small-scale sector. If the
privatization scheme is to succeed, it requires a policy initiative on the
part of the government which goes beyond the limited task of dismantling
control. It requires a policy of creative involvement which can identify the
strengths and weaknesses of the private sector and provide a framework for
utilizing private sector financial and entrepreneurial resources for the
achievement of the major objectives of Nigeria's indurtrial policy.

The cut-back in public sector investment has led to an increased emphasis
on the role of Foreign Direct Investment (FDI) within the manufacturing
sector. Net direct foreign investment has however continued to decline in
recent years. This is of particular concern because it is estimated that
roughly one-third of FDI is concentrated in the manufacturing sector.:’

Since the adoption of the SAP, the macroeconomic policy framework has
become particularly favourable for foreign investors. It hLas been argued that
the establishment of the Foreign Exchange Market (FEM) and the subsequent
large-scale devaluation of the Naira has increased the competitiveness of the
TNCs against smaller indigenous firms in the Nigerian market. Moreover the
FEM could also be used (TINCs and also their Nigerian shareholders) to
repatriate funds., This would presumably enhance the capability of
Nigerian-based TNC subsidiaries to raise money abroad. It has been agreed
that the establishment of the FEM represents a major departure of the
indigenization policy that had been in operation since the ecarly 1970s and

1/ Manufacturing is the leading sector in this respect followed by trading
and mining. M. Akor, "Indigenous Industries and Multinational

Corporations in the Second-tier Foreign Market’, The Nigerian Journal of

Economic_and Social Studies, 1986, 2, pp. 89-104.
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that an important consequence of the new macroeconomic framework would be to
induce many indigenous firms (both private and public sector ones) to seil
equity shares to the TNCs.t” This is already reflected in the extensive
privatization programme announced by the government during 1988. The
government has in 1987 announced a major modification of the indigenization
policy framework. Amendments have been made to the Nigerian Enterprise
Promotion Decree 1977 significantly expanding the scope for foreign investment
corporation. Majority foreign ownership is now possible in most manufacturing
enterprises.?

The subsidiaries are also likely to benefit from the liberalization of
imports and the authorization of the retention of foreign exchange earnings by
exporters. It has also been decreed that over the period 1987 to 1992 foreign
investment in Nigeria will be exempt from taxation for a three to five-year
period.

5.3 Manufactured exports: the need for a selective policy package

The manufacturing sector is a large consumer of foreign exchange - the
import content of manufactured raw material is still well in excess of 50 per
cent - but its capacity to earn foreign exchange remains very low. Export
potential was identified in a relatively small number of manufactured products
- palm oil and cake, cement, finished steel products, LNG, carbon black and
caustic soda. Manufactured exports have not responded significantly to the
large-scale devaluation of the Naira. A comprehensive export incentive system
has been developed. The Industrial Policy Statement of 1987 describes the
stimulation of manufactured exports to be provided by greater access to
foreign exchange earnings, devaluation of the Naira, the establishment of
export free zones, etc., as an '"important policy shift".2” But it is
doubtful whether the import-substitution orientation of Nigerian manufacturing
production can be changed within the short- to medium-run.

Most Nigerian manufactured exports are destined for developed economy
markets, particularly the EC and the USA. Major export items include cocoa
powder, cocoa butter, cocoa liquor, 1leather products, synthetic rubber,
petroleum products, non-ferrous metal scrap, gum arabic, glycerol and personal
effects. The expansion of these exports is either limited by low-income
elasticity of demand or by the operation of international commodity
agreements. An expansion of the product coverage in internationa’ trade
agreements to allow duty exemptions for more processed products can however be
of considerable assistance to Nigeria.

An important problem with respect to the growth of manufactured exports
has been the very limited growth of sub-regional trade within West Africa -
despite the usual level of smuggling across national borders. An expansion of
Nigeria's manufactured trade must involve a regularization of the illegal
trade as well as the construction of a policy framework which can harmonize
the production and investment strategies of the ECOWAS member countries in key
product area.

1/ Akor. Ibid., pp.97-100.

2/ Detailed revised schedules of the Amended Act have yet to be announced
however.

3/ Federal Government of Nigeria, Industrial Policy of Nigeria,

November 1987, p. 4.
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Manufacturing firms operating in Nigeria - both domestic and foreign -
have traditionally preferred to concentrate on producing for the domestic
market. There are sound economic reasons for this. Nigeria has a population
in excess of 100 million. The scope for import-substitution remains
unexhausted. Industrial efficiency cannot increase when industrial
concentration remains high and import costs soar as a consequence of the
de-regulation of the foreign exchange market. Increasing international
competitiveness requires the construction of a selective policy package which
can support production restructuring and marketing strategies in key product
areas in which Nigeria enjoys a clear international comparative advantage and
can co-ordinate Nigeria's trade strategy with that of its neighbours.
Multilateral assistance - both technical and financial - can play an important
role in facilitating the development and implementation of such a cohesive
policy package.

5.4 Manufacturing prospects and the role of multilateral technical assistance

Successful re-negotiation of debt payment arrangements with London Club
Creditors and with the majority of bilateral lenders during 1988 indicate that
Nigeria's improved economic prospects have been widely recognized by bnth
public and private sector interests in international financial markets. This
is despite Nigeria's reluctance to accept the terms of a new stand-by
agreement proposed by the IMF which is normally a pre-condition for this type
of debt rescheduling.

Within the manufacturing sector, good growth prospects exist for
industries which can substitute domestically-produced raw materials for
imported inputs. The import content of industrial raw materials has fallen
for most industrial branches during 1987 and 1988 - the most significant
reductions have been experienced by the wood product, food manufacturing,
beverages, textile and wearing apparel branches. These industries benefitted
from import cutbacks on competing commodities during the mid-1980s and from
substantial reductions in unofficial import operations. Effective
implementation of such measures can create opportunities for domestic
resource-based light manufacturing industries in Nigeria.

Prospects are also good for industrial establishments which can service
Nigerian engineering industries. Difficulties in importing spare parts have
stimulated the rapid development of an indigenous maintenance and repair
industry. Foreign investors have realized the potential for such activities.
Spare parts and component shortages also create opportunities for small-scale
operations - such as foundries, forge shops, etc. - in the metalworking
industries. Their rapid development through the encouragement of
intra-industrial subcontracting is essential for filling wvital '"gaps" in the
production structure of the manufacturing sector.

Finally, within the heavy industry sector the government remains
committed to an accelerated development of the petrochemical and the iron and
steel sectors in order to meet growing domestic demand and establish a range
of downstream activities. Foreign partners are actively being sought for
completing the second phase of the national petrochemical complex!” by 1990.

1/ Involving the creation of capacity for the production of ethelene

(200,000 million tonnes/year), LDPE (110,000 million tonnes/year), HDPE
(70,000 million tonnes/year), VCM (145,000 million tonnes/year), PVC
(140,000 million tonnes/year).
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There are, thus, grounds for cautious optimism for Nigeria's medium-term
industrial prospects. The Fifth Plan envisages an annual average MVA growth
rate of 7.5 per cent. This can be attained provided sectoral import
dependence could continue to fall and/or more foreign resources become
available. The redressing of fundamental structural imbalances is also a
precondition for restoring self-sustaining growth  within Nigerian
manufacturing.

Of greatest importance perhaps is the need to increase the integration of
the manufacturing sector within the domestic economy. At preseant over 50 per
cent of the raw materials consumed by the manufacturing sector is imported.
Increasing intra-sectoral production and marketing linkages between large- and
small-scale enterprise could absorb unemployed labour force.”

Equally important is the need to increase efficiency levels within the
manufacturing sector. The system of taxation subsidies, import licensing and
investment allocation and sanctioning have been streamlined in 1987 and
particular stress has been placed on privatization and liberalization of the
policy framework. Protection could be accorded to genuine infant industries,
particularly those capable of increasing the forward linkages between the
manufacturing and the agricultural sector (such as fertilizers and
agricultural machine tools) and those which can contribute towards a reduction
of import needs (such as forge shops, foundries and engineering workshops).
An improvement in accountancy practices and a closer and more rational system
of company investigation are required to ensure that government subsidies have
an optimum effect.

It would also be useful to pay attention to the importance of providing
essential services to industry. Thus, engineering consultancy, management
consultancy, standardization, R & D and quality control are key requirements
for the export strategies, the privatization policy and the innovation process.

UNIDO is currently involved in projects related to managerial services,
textile testing and quality control, transfer of technology and industrial
research. Further technical assistance 1is required for restructuring
production wunits in branches such as agro-industries, engineering and
textiles. Assistance 1is also needed for regularization of accountancy
procedures and practices, for the development of management skills and for the
promotion of subcontracting linkages between small, medium and lagge firms.
There 1is also a need to provide assistance for improving the operational
efficiency of the parastatal sector and for the development of an
institutional framework for the provision of public sector support for private
industrial enterprises. A careful monitoring of sub-regional and regional
markets and an .ncreased awareness of actual export potential can bring rich
rewards in the future.

The privatization programme represents the single most important
initiative of the government. Its success should be judged not merely in
terms of the volume of private manufacturing investment (both domestic and
foreign) that it attracts but in terms of its impact on 1increasing
intra-industry linkages and the linkages of the manufacturing sector with
Nigeria's rural economy. Multilateral technical assistance could be directed
towards crucial areas that would ensure that the privatization exerrise makes
a positive contribution to the integrated development of the manufacturing
sector.

1/ Unemployment within the formal sector is currently estimated at about
4 million by unofficial sources and has not fallen substantially despite
the economic recovery of 1987 and 1988,
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ANNEX A
STATISTICAL TABLES




Table A-1: Distribution of GDP at constant (1980) prices, by sector of origin

Year JAgriculture]Total Manufacturing|Construction |wholesale and|Transport, Other Statistical GOP
Industrial retall trade, [storage and services|discrepancy
Activity hotels etc. communication

(percentag e ) (million §)

at constant 1980 pr1ces
1970 39.5 25.2 2.3 4.6 21.3 2.4 6.8 0.1 56832.9
1971 37.2 30.8 2.0 5.5 20.4 2.4 6.4 -2.7 63177.8
1972 32.6 34.4 2.3 6.2 18.6 2.7 6.7 -1.3 66970.7
1973 30.0 36.7 2.7 5.9 18.7 3.2 6.3 -0.8 71078.5
1974 29.5 39.7 2.3 5.3 17.3 2.9 6.7 -1.4 79799.2
1975 27.2 33.4 2.9 5.5 18.1 3.1 9.3 2.5 77613.9
1976 24.2 37.0 3.3 6.6 19.3 2.9 8.7 1.4 B5745.4
1977 24.0 35.4 3.2 7.1 20.2 2.8 8.4 2.1 92265.5
1978 23.4 34.7 3.9 7.3 19.2 3.1 8.7 3.6 86589.1
1979 20.6 40.7 4.3 7.2 18.3 3.4 8.6 1.2 85246.7
1980 20.9 36.6 4.9 7.6 20.1 3.7 8.6 2.5 88221.6
1981 20.1 29.0 5.5 8.2 21.9 4.2 10.6 6.1 86180.2
1982 23.3 26.8 5.7 6.9 20.4 4.4 11.5 6.7 84743.9
1983 23.6 27 1 5.4 6.4 21.0 4.0 11.9 5.9 79071.2
1984 24.9 29.1 4.6 4.9 20.2 3.2 12.2 5.4 74722.3
198S% 25.1 29.3 .7 4.5 20.3 3.1 12.2 5.5 76519.8

Source: Staivistics and Survey Unit, UNIDO.
o Based on data supplied by the UN Statistical Office,
with estimates by the UNIDO Secretariat.

Notes: () Due to statistical discrepancies GDP may differ from the sum of 1ts components.
11) Total Industrial Activity comprises of Mining and Quarrying, Manufacturing, Electricity, gas and water,
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Table A-3:

Comparative average annual rates of growth by economic sector

(at constant 1980 prices)
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Table A-4: Gross output and value added in manufacturing, 1973 and 1980

(at current prices) (currency = Naira)

Share in total
(percentage)

TOTAL MANUFACTURING(300)

Food products(311)

Beverages(313

Tobaccc(314)

Text1les(321)

wear ing apparel,except footwear(322)
Leather products(323)

Footwear ,except rubber or plastic(324)
wood products,except furniture(331)
Furniture,.except metal(332)

Paper and products(341)

Pr\ntin? and Dublisntng(aaz)
Industrial chemicals(351)

Other chemicals(352)

Petroleum refiner tas(353)

Misc. petroleum and coal products(354)
Rubber products(355)

Plastic products(356)
Pottery,.china,earthenware(361)

Glass and products(362)

Other non-metaliic mineral prod.(369)
Iron and steel(37l*
Non-ferrous netals(372)
Fabricated metal produrts{(381)
Machinery,except electrical(382)
Machinery electric(383)

Transport eguipment(384)

Professtional & scienti1fic equipm.(385)
Other manufactured products(390)

Source: Statistics and Survey Unit
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Table A-5:

Food produ ts(211)

Beverages(313)

Tobacco(3 )

Textiles(321)

Wear \ng apparel, exce?t footwear(322)
Leather products(323

Footwear ,except rubber or plastic(aza)
wood products except furn1ture(
Furniture, except metal(

Paper and products(3

Printin? and Dub\ish1ng(342)
Industrial chemicals(351

Other chemicals(352)

Petroleum refineries(353)

Misc. petroleum and coal products(354)
Rubber Droducts(355é

Plastic products(356)
Pottery,china,earthenware(361)

Glass and oroducts(362

Other non-metallic mineral prod.(369)
Iron and steel(371}

Non-ferrous mata1s(372)

Fabricated metal products(381 g
Machinery,except electrical(382)
Mach!ner¥ electric(383)

Transport equipment (384)

Professional & scientific equipm. (385)
Other manufactured products(390)

Source: Statistics and Survey Un*lt6 ggéggig??:g on data supplied by the UN Statistical Office,

with estimates by the UNID

Footnotes: a/; 1981-1983
g/ 1975-1983

/ 1975-1984

/ 1975-1980

/ 1975-1982

/ 1975-1981

Growth of
value added

at
1980 prices
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Table A-6: Industries receiving negative net effective rate
of grotectmn, 1979-80%"
(percentage)
Nominel Net effective
Industry rate of rate of
protectioa protectios

Heat and poultry prodects
- Meat prodects b/ 10 -20.6
Dalry prodects
- Tianed milk 20 -25.0
- Assorted dairy products (mainly yoghurt

and flavoured driaks) 15 -16.5
Vegetable and oil ailliag
— Croundast oill 14.3 -23.
- Cottoaseed oil 9.7
- Palm oil o
Suger cubing b/ 3 —40.
Cocoa Dutter and cake 2
Beer and stost ¢/ 25 - &0 -6.
Soft driaks b/ 20 - 3
Spinaing, weaving end finished textiles
- Sewing threed b/ 10 - 20
- Yara from syathetic fiber 10 - 20 -20.
- Cray beft ¢/ 20 - &0
Lesther belts 3% -
Lumber (] -3
Tollet end tissue paper b/ 23 ~46.
Industriel cases 10 - 20 -32.4 -1
Pertilizers 0o -10 -62.4 - 2
Paints b/ 25 - 33 173 ~3.4 - 36.
Drugs and medicines 8
Vaselime products 20
Blended lubriceting oils aad 2 .
Tires and tudbes 20 - 30 -15.9 -1
Other rubber products

- Neturasl rubber, fully iategrated o -25.4
- Natural rubber, mon-istegrated 0 ~53.7
Bricks aand tilles
- Terrs 220 tiles 12 -26.1
- Structural cley products 20 - 33 173 -8.4 - 4.3
Cement ] -31.1
Concrete-asbestos roofing

Sheets and pipes b/ 18 - 25 -3.3 - 8.3
Iroa rods 20 -12.7
Aluminum sheets, coils, and circles S -10 -23.0 - 8.2
Natchets -31.7
Trallers, tippers, end tanks b/ 15 - 20 -14.1 - 3.2
Presses aad crushes (] -38.6
Tape saws, block molding, mechines, otc. S -22.7

Insulated electric cable B/ 10 - 30 -28.1 - 10.1
Tugs, barges asd small boets -24.6
Ball point pens ~2.3

8w

fource: James V. Robertsos, The Structure of Ir
Nigeris, 1979-80, World Bank, 15 September 1981.

8/ Assuming 35 per ceant overvelustion of the nsirs.
b/  Requires import 1icense.

g/ Under import ban.
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Table A-7: Industries receiving net effective rate of protection, 1977

(percentage)
Nomisal rate Wet effective Net eoffective
Industry of protectioca rate of rate of
protectiont/ protectiocad’
A. Nomipal Rete of protectios { 35%
1) Beat products [} -22 =31
2) Deiry products [ -25 37
3) CGrousdast oll aad ceke -2 -174 -79
) Cottoaseed o0il and ceke 18 -1 -11
3) Pala oll eilliag ¢/ (doudtful) 0 e/ -25 ¢/ -33
6) Sugear factories ead refimeries -13 -23
7) Owsltise substitetes, etc. 23 -1 -19
8) Tea sad coffee 16 -10 -23
9) Prepered snimal feeds 10 -29 -20
10) Soft ériaks and carbonsted waters 22 -4 -13
11) Cottoa yara S -20 -35
12) Grey beft (possidly) 10 - 30 -16 - +13 -20 (average)
13) Pisished textile fabrics (possibly) 14 - a0 -22.3 - +130
14) Woodea fixztures aand furaniture 35 - SS -12 - 10 -38 (evarage)
(possibly)
15) Drugs aad mediciae 8 -1 -34
16) Cemesnt [ -30 —-41
17) Cotton wool and gasze 17 -5 -55
18) Natches -16 -33
19) BNatural rubber o -25 -35
20) Tis emelting [ -23 -32
21) Agricultural mechinery and equipment ] -25 -35
22) Industrisl mechinery and equipmeat 11 -22 -31
B. Wominal rate of protectios { SO%
(not listed 1o A.)
1) PNowr 10 10 -1
2) Bekery products o0 26 -38
3) Beer brewsries 27 6 -10
4) Knittisg fishing mets 35 23 -9
S) Weeriag spparel except footwear a4 -9
6) TYasmeries asé leather finishiag 8 8 -6
7) Sewmills, plasniag and other wood 26 - 33 13 - 28 -2
8) Pertilizers 21 [ -5
9) Disinfectests, iasecticides ead 12 1 -14
fengicides
10} Tire and tube industries 22 2 -13
11) BSricks asd tiles 17 4 -11
12) Comcrete products: asbestos roofisg 18 2 -12
13) Ceast iros prodects 45 20 -1
14) Alwminium sheets, coils and circles 10 ] -1
15) Netal furniture esd fistures without 30 18 -2
"approved user stetus”
16) Structurs]l metel products
- Iros rods 21 ] =7
- Trailers end tenkers 18 15 -9
- Windows and doors 20 11 -6
17) Motorcycles 1% 16 -4

gource: J. Bertcend asd W. Robertsos, Ap Anelysie of Induystris] Incentives and
Locetion fn Wigerjs. World Sesk, 1978,

a8/ Asswming 35 per ceat overveluation of the mairs.

b/ Assuming 50 per cent overveluetion of the meirs.

¢/ Accourding to Bertrand snd Robertson, however, the oil-pslm subsector report
suggests s positive and large net effective protection for oll-pelm nilling i»

receat years.
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Table A-8: Industries receiving positive net effective rate
of protection, 19772
(percentage)

Semninsl rate et offective et offective
Ioduetry of pretectiog cote of rate of

protect]ead’ protoctioat’

4. Beninal rete of pretectiop (30 per cest

1) Greins 8ill preducts 10 10 -1%
2) Deer and steet ¢/ n [ -10
3) Grey baft 10 - 3 -16 - 13 -20 (average)
4) Yars frem systhetic fiber 22 - A3 - 33 - 800 102 (everage)
3) Waste cettes bleaksts 23 13 [}
¢) Teaserles end lecther fisishisg ¢/ ] ] -6
7) S=mille ead other weed aills % -3 13 -28
8) Pertilizers 21 [ -3
9) Pesticides 12 1 -8
18) Pelats, stc. F ¢ 19 1
11) Tire esd tube induwstrl.> n 2.2 -13
12) Plastic sheoes 13 269 192
13) Plastic sheeting sad imitatiea lesther 23 189 119
14) HEiceecs n 5 e
13) Bricks end tiles 12 4 -13
16) Concrete products ¢/ 18 4 -12
17) Wetal ceatainers F 2] 37
18) Netel furaiture end fiztures
- with appreved user status 30 (2] a2
- withbout appreved user status 3 18 -2
19) Ices ruds 21 ] -7
20) Trailers asd teskers 18 13 -0
21) WViadous sad deocs 20 11 -
22) Eneselwear 19 32 [
23) Galvesized iroe sbests ¢/ 16 b } U
24) EKlectrical cebles 20 0 20
23) Shipbuildiag ead repeirisg - small boats 28 18 H
26) Notor vebkicles
~ segine capecity 1800 ccs 23 L 1) 19
27) WBotorcycles 13 16 -4
) Isk 20 109 20
B. Nominal rate of protection 3}1-50 per ceat
1)  Bekery preducts ¢/ 20 3 -3s
2) Chocelste confectionsry ¢/ L.} 7 62
3) Cigarsttes [}3 18 2
4) Finished testile fadrics 14 - 40 -22.3 - 130 -43 (average
3) Yars from systhetic fiber 22 - A3 33 - 860 102 (sversge)
6) Terpeslime 34 137 0
7) viebisg sets 33 235 -9
8) Kaitted fedrics ¢/ 3 138 106
9) WVearing epperel pt feot o -9
10) Lesther preducts and sudstitutes 33 - &S 21 - 74 23 (aversge)
11) Sowmills sed other woodaills 2 -3, 13 - 28 -2 (average)
12) Costalsers, bozes of paper and [}] 3 L ]
paperboard
13) Pulp, peper sad paperboard 40 33 L ]
14) Electrodes 3 127 [}
13) Sosp, detergents, perfumes, aad 43 39 13
cosmetices ¢/
16) Class contsimers 62 n 8
17) Csst iros prodects ¢/ s 20 -1
18) Rets]l contaimers o0 4 25
19) Television, radio, communication 1) 47 23
ogulipment
20) EKlectrical eguipment end bossewares 3 790 199
21) Notor vepicles
~ engise capscity 1800-2000 ces [, ) s0 F44
22) Ballpoist pens 33 16 [
€. Nomingl rete of srotection> 30 por cest
1) Spirits 38 40 13
2) Cordege (14 cee .
3) Leesther footwear s1 [ 3] } 1
4) Woodes ferniture sad fiztures ¢/ 3 -5 -12 - 10 38 (everage)
3) PFeem cushions sad msttresses 111 54 2
6) Ceramic tadlewsre [ ] 36 78

fonree: J. Bertrand and N. wnm;.mm.uummmmu
Locetion lg Nigerig”, Verld . .

&/ Assvaing 33 per cest corrency evervslvetion.
R/ Acowming 33 por cont exchange-rate overvelustion.
g/ Asseming 30 per cost eschange-rete overvaluetion.

4/ Industries with escess profits (im 1977) thowght sulficiont to perwit
obsorption of losses from @ removel of sl) merbet distortions
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Table A-9 (continued)

v Average Imports | E€xports Or'owth rate
n ‘p ‘r.n' ceesceeawewenee - - Av.r.g.
Product grouping and commodity (138IC) 1 con.um tion As percentage annual .ppnr.nt
t 00 of apparent production consumpt ion
|nhab itants cansumpt ion
l902-l004 1982-19084 lDl!-lO!d l082-3934 1973-1884
or gasolene A) w 4% .08 43.0 0.2 2348000 20.90
Xerosene (333013A) w 12.77 0.0 1.3 11828687 14.682
Oistitlate fuel ofls (333019A) w 20.91 7.7 8.0 23318687 17.08
Res idual fuetl ofls (383022A) w 18 .99 13.4 31.4 1837333 16.12
Lubricating ofls (3%53028A) al W J3.80 72.68 0.1 90000 14.78
Ltiquefied petroleum gas (333037A) w 0.91 0.0 0.0 81333 2. 88
ass bo o8 and containers (3820108) w
Comgnt (389204} B/ |w 74 .89 83.2 0.0 3070000 8.2
g Tron L3 010) w . . 90 .83
wWire rodl (371028) w - .
Angles, shapes and sections (37103%) w o .
nuulhnvy) oyer 4,78 mm (371040) . o o
Piates(medium}, 4 Fs mm. (371043) , . e C S
Plates and th.o! < mm. (371048 +« 371049 + 371082) a’/ W 4.77 10Q.0 0.0 0 17.9%
Yinnlll. (3710 w Vs ‘e L . -10.33
Ratiliway track l\at.rul (371087) al W 0.17 100.0 0.0 [s] 22.22
Wire, plain 37!?10) w “ -2.03
Tubes. seamliess 37!370) w L .. , -4.27
Tubes. we lded (*7!01 a’ (W 0.88 100.0 0.0 0 -4.11
Stee! castings in the rough state (371088) w o o Ce e C
Steel forgings (371088) w ..
!a%%gr. ro"nth unwrought (372004) n/ |w 0.0g 100.0 0.8 ) 18.40
Copper vars, rods, angles, et:. (J?!Ol? + 372013) /7 W 0.0 100.0 0. 0 24.3%
Copper plates, sheets, tr!s and foil (372018) /7 1w 0.82 100.0 0.0 0 23.80
Copper tubes and pipes (372019) /7 W 8 8 10 g o.g 8 -2.37
Alumintum, unwrought (372022) w .0 Ig . 0. 8.88
Aluminium bars, rods, angles, etc. (372028 + 372028) R/ W o.g‘r 1 .8 2.8 0 21.24
Aluminium plates, shoo!.. :trls etc. (372031) Al W 0.21 108.0 0.0 0 10.9!
Aluminium tubes and pipes (372034) w 3.00 100.0 8.8 0 17 .40
Lead, ref ined, umn-og,. t (372037 B/ |w .04 4% .0 . 2000 62.31
5322'.?278. oon (37' N d foll (372048) a1 3'3‘ }?3'8 vg'g 8 '5'&3
. r an o . . . .
Tin. Gnmrougnt ?3136 = e w 0.03 1301 348 .6 1418 -26.07 |

3oyrce: Statistics and S\.lrvoy Unlt UN1DO
Sased on data supplied by the UN Statistical Office, with estimates by the UNi1DO Secretariat.

Note: ISIC J11810° consists of J11510 « 311813 ¢ 311518 ¢ 311819 ¢ 311522 ¢ 311828 + 311828 + 11831 + 311834 ¢ 311837,
Growth rates have bo.n cnleul-!od on the basis of available annual data over the period indicated.
Footnotes: I Oata 'or 1982 \y.
?“}I 984 not available.
</ tric tounnes
S = Square metres
P = Pairs
V = Cubic metres

0L/~ -
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ANNEX B
LAWS AND REGULATIONS RELATED TO INDUSTRIAL DEVELOPMENT, 1958-1988
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Annex B - Laws and regulations related to industrial development, 1958-1988

The following are the laws and regulations related to industrial
development in Nigeria:

l. Customs and Excise Management Act 1958, No.55 of 1958
2. Customs (Drawback) Regulations Legal Notice, No. 70 of 195°
3. Customs Duties (Dumped and Subsidised Goods) Act No. 9 of 1958
4, Income Tax Management Act, 1961, No.21

5. Factories Act Cao, 66

o. National Provident Fund Act 1961, No.20

7. Workmen's Compensation Act; Cap. 222

8. Merchandise Marks Act Cap. il7

9. Registration of Business Names Act 1961, No.l17

10. Trade Marks Act 1965, No.29

11. Immigration Act 1963, No.6

12. Exchange Control Act 1962, No.l6

13. Companies Act No.51 of 1968

14. Patents and Designs Act 1970, No.60

15. Industrial Inspectorate Act 1970, No.53

16. Industrial Development (Income Tax) Act 1971, No.22

17. Nigerian Standards Organization Act 1971, No.56

18. Industrial Training Fund Act 1971, No.47

19. Wages Boards and Industrial Councils Act 1973, No.l

20. National Bank for Commerce and Industry Act 1973, No.22
21. Trade Union Act 1973, No.3l

22. Excise Tariff (Consolidation) Act 1973,No.7

23. Customs Tariff (Consolidation) Act 1973, No.6

24, Labour Act 1974, No.21
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Annex B (continuecd)

25.
26.
27.
28.
29.
3e.
31.
32.
33.
34.
35.
36.
37.
38.
39.
40.
41.
42,

43.

Trade Disputes Act 1976, No.7

Trade Disputes Essential Services Act 1976, No.23

Nigerian Export Promotion Council Act 1976, No.26

Nigerian Enterprises Promotion Act 1977, No.3

Productivity, Prices and Incomes Board Act 1977, No.30
Pre-shipment Inspection of Imports Act 1978, No.36

Companies Income Tax Act 1979, No.28

Industrial Promotion Act 1979, No.40

Import Prohibition Order L.N. 10 of 1979

National Office of Industrial Property Act, 1979, No.70
Securities and Exchange Commission Act, 1979, Nc.71

The Electricity (Private Licences) Regulations 1965, LN 76
Bankruptcy Act 1979, No.l6

Nigerian Industrial Policy and Strategy Guidelines, 1980
Company Income Tax Act 1979 (Amended 1985)

Excise and Tariff (consolidated) Act 1973 amended January 1988
Customs Tariff (consolidated) Act 1973, amended January 1988
Export Incentives Decree, 1986

Industrial policy of Nigeria December 1987
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Annex C - Legal framework governing foreign investment in Nigeria

The cut-back in public sector investment has led to an increased emphasis
on the role of Direct Foreign Investment (DFI) within the manufacturing
sector. Net direct foreign investment has however continued to decline in
recent years. This is of particular concern because it is estimated that
roughly one-third of DFI is concentrated in the manufacturing sector.l”
Since the adoption of SAP, the macroeconomic policy framework has become
particularly favourable for foreign investors. It has been argued that the
establishment of the foreign exchange market and the subsequent large-scale
devaluation of the Naira has increased the competitive advantage of the TNCs
against smaller indigenous firms in the Nigerian market. Moreover the Foreign
Exchange Market (FEM) could also be used (the TNCs and also their Nigerian
shareholders) to repatriate funds. This would presumably enhance the
capability of Nigerian based TNC subsidiaries to raise money abroad. It has
been agreed that the establishment of the FEM represents a major departure
from the indigenization policy that had been in operation since the early
1970s and that an important consequence of the new macroeconomic framework
would be to induce many indigenous firms (both private and public sector ones)
to sell equity shares to the TNCs.2” This is already reflected in the
extensive privatization programme announced by the government during
1988.2° The government has in 1987 announced a major modification of the
indigenization policy framework. Amendments have been made to the Nigerian
Enterprise Promotion Decree 1977 significantly expanding the scope for foreign
investment corporation. Majority foreign ownership is now possible in most
manufacturing enterprises.®’

The subsidiaries are also likely to benefit from the liberalization of
imports and the authorization of the retention of the foreign exchange
earnings by exporters. It has also been decreed that over the period 1987 to
1992 foreign investment in Nigeria will be exempt from taxation from a three-
to five-year period.

Administrative procedures for the sanctioning of foreign investment and
the operation of the foreign firms have been simplified. An Industrial
Development Co-ordination Committee has been created to streamline sanctioning
procedures. This is an inter-ministerial committee located at the Federal
Ministry of Industry. The Minigstry of Industry offers information facilities
to assist foreign investors seeking information on investment laws and
procedures. Other information sources include:

1/ Manufacturing is the leading sector in this respect followed by mining.
M. Akor "Indigenous Industries and Multinational Corporations in the
Second Tier Foreign Exchange Market’”, Nigerian Journal of Economics and
Social Research, 1986, 2, pp. 89-104,

2/ M. Akor. op.cit., pp. 97-100.
3/ The privatization programme is discussed in Section 5.2.

4/ Detailed revised schedules of the Amended Act have yet to be announced
however.
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(a) Nigerian Investment Promotion Centre, Ministry of Industries, now
located in the new Federal Capital of Abuja, has information on all industrial
development matters.

(b) The Nigerian Export Promotion Council!’ has information on all
laws tariffs and taxes conceraning exports and identifies possible export
markets.

(c) The \Nigerian Enierprise Promotion Board?’ implements the
government's indigenization decree. Address inquiries to the secretary of the
board.

(d) The Investment Promotion Centrel” can also advise potential U.S.
Investors.

Foreign investors must take the following steps in order to conduct
business in Nigeria.

(1) Permission to Establish a Business and Employ Expatriates. The
application must include a Form T-1 and a detailed project outline addressed
to the Federal Ministry of Internal Affairs, Business Division, Abuja.
Without an approved T-1, a firm may not employ foreigners in Nigeria. The
Industrial Development Co-ordinating Committee will determine what concessions
and incentives may be offered to investors. Generally, the applicant will
receive approval and obtain a business permit and authorizatinn for an
expatriate quota within six to eight weeks. The government expects an
enterprise to employ as many Nigerians as possible so obtaining an expatriate
quota often involves direct negotiation with the governmment. Quotas are
normally granted for a three-year period and may be extenaed upon request. If
commercial expansion requires a €irm to seek a larger quota, then it must file
a Form T-2. The government closely monitors and enforces expatriate staffing
quotas.

(2) Incorporation and Registration of Companies. Following approval
from the Ministry of Internal Affairs, the firm must file these documents with
the Registrar of Companies, Ministry of Trade: memorandum of association,
articles of association, statement of nominal capital (Form C.0.2) (for
companies limited by share), declaration of complaints with the Companies
Decree of 1968 (Form C.0.l1), notice of location of the registered office of
the company (Form C.0.6), and particulars on the directors and secretary
(Form €.07).%

1/ Export House, plot 1230, Ahmadu Bellow Way: Victoria Island, P.M.B.12776,
Lagos, Telephone: 611012, 611426.

2/ 72 Campbell St.Tafaw Balewa Square, Lagos, Telephone: 631564,
3/ 100 E.42nd Street, Room 1002, New York, NY iL,17, U.S.A.,
Telephone: 212-883-1980.
4/ The statutory application forms are available from book stores. The

memorandum and articles of association anust be printed. A stamp duty,
assessed at scaled rates, is payable on the authorized share capital,
along with filling and registration fees.
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The memorandum of association must contain:
- the cvjectives of the company;

- the company's name with the word "limited"” as the last word (the
name must not conflict with that of any other company and wust have
prior approval of the Ministry of Trade);

- the amount of the nominal share capital, the number of share into
which it is to be divided and the nominal or per value of each; and

- the location of the registered office of the company.

It must be signed by the subscribers to the original issue of shares and
witnessed. If an undertaking is a sole proprietorship, a partnership or for
professional practices, the application for the registration of the business
name is required on Form 1 or Form 2.1

(3) Application for Approved Status. Approved status (as well as
tax-clearance certificate) is needed to qualify for pioneer status or
import—duty relief. Approved status does not serve as any sort of guarantee
for foreign exchange availability but it is required in order to apply for
repatriation of earnings and capital and implies that the Ministry of Finance
will give sympathetic consideration to such applications.

Application for approved status is generally a two-step process. It must
be made before bringing capital into Nigeria. The application consists of a
letter based on a Ministry of Finance questionnaire and submitted to the
Ministry's Exchange Control Division. The letter must fully describe the
proposed project, its initial and future objectives, the proposed capital
structure of the company (distinguishing among loans debentures, and preferred
and common shares), and the project’s over importance to the national economy
(i.e., export earnings, foreign exchange savings, and new employment and
technology). Copies of the memorandum and articles of association, the
business permit, and the certificate of compliance issued by the Nigerian
Enterprises Promotion Board are required to support the letter of
application. Approved status is valid for 12 months but can be extended.
Final approved status is granted once the capital has been imported to
Nigeria. Petroleum and mining ventures must also obtain approval from the
NNPC and the Ministry of Mines, Power, and Steel, respectively.

Investors should obtain professional advice and assistance from Nigerizn
lawyers and accountants throughout the investment process. The process of
officially establishing a company in Nigeria can take 6 to 12 months, perhaps
longer. Foreign iavestors also benefit from a host of measures and incentives
available to all investors within the manufacturing sectors. These are
described below:

1/ Both are obtainable from the Registrar. Registry officials will issue a
certificate of incorporation once all documents are reviewed and found in
order.
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Taxation: Fiscal measures have been devised to provide for deductions
and allowances ia the determination of taxes payable by manufacturing
enterprises. The fiscal measures are targeted at aspects of industrial
activity as follows:

(i) Pioneer Status

By the provisiorn of the Income Tax Relief Act 1958 (Amendment by Decree
No. 22 of 1971), public companies are granted specific tax holiday on
corporate income. The objective of the Decree is to encourage the
establishment of such industries that government considers beneficial to
Nigeria. During the period of the exemption, the companies are expected to
achieve a reasonable level of profitability. To benefit from the Decree, the
relevant company (or the product) is declared a pioneer industry (or pioneer
product). The Act is applicable to both public and private and public limited
liability companies.

The relief covers a non-renewable period of five years. A review of this
incentive (to incorporate award of tax credits and to varying periods of
eligibility) is being undertaken to make it applicable to companies that
embark of novel technological initiatives in the areas of: a) local raw
materials (b) labour-intensive processes (c) export-oriented activities (d)
in-plant training (e) infrastructural facilities.

(ii) Tax relief for Research and Development

Industrial establishments are expected to engage in Research and
Development (R & D) for the improvement of their processes and products. Up
to 120 per cent of expenses on R & D are tax deductible, provided that such
R & D activities are carried out in Nigeria and are connected with the
business from which income or profit is derived. For the purpose of R & D on
local raw materials, 140 per cent of expenses are allowed. Where the research
is long-term, it will be regarded as a capital expenditure and will be written
off against profits. In administering this tax relief, the Federal Ministry
of Finance shall consult the Federal Ministry of Science and Technology to
determine the genuineness of such R & D activities. The result of such
research could be patented and protected in accordance with internationally
accepted industrial property rights.

(iii) Companies Income Tax Act

This act has been amended in order to encourage potential and existing
investors and entrepreneurs. Henceforth the following reliefs and regulations
shall apply:

a) Corporate Tax Rate is 40 per cent from 1987;

b) Penalty for failure to pay on due date is 10 per cent per annum of
the outstanding amount;

c¢) Section 49 (3) if the Companies Income Tax Act requires companies
to submit detailed tax computations along with their returns and
audited accounts; and Industrial Inspectorate Department Acceptance
Certificate;

d) When a tax payer wants to appeal against a court decision, the
disputed tax shall be paid. The body of Appeal Commissioners as the
courts have been empowered to impose a penalty for 10 per cent where
an appeal proves to be frivolous or groundless;
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e) Power to obtain information by a tax authority on banks' customers
wvhich has been provided in the Income Tax Management Act is also
applicable to Companies Income Tax Act 1978:

f) Capital Allowance: The rates of allowance are as follows:

Initial Annual
Qualifying Furniture and Fitting 152 102
Qualifying Research znd Development
Expenditure 252 12.5%
Qualifying Motor Vehicle 25% 20%

(iv) Tax Free Dividends

An individual or a company deriving dividends from aav company as from
1987 shall enjoy tax free dividends for a pcriod of 3 years il:

a) the company paying the dividends is incorporated in Nigeria;

b) the equity participation is imported into the country between lst
January 1987 and 3lst December 1992; and

c) the recipient's equity in the cowpany constitutes at least 10 per
cent of the share capital of the company.

In addition to a, b, and c above, if the company paying the dividends is
engaged in agricultural production within Nigeria or processing of such
Nigerian agricultural products within Nigerian or the production of
petrochemicals or liquified natural gas, the tax free period shall be 5 years.

(v) Tax Relief for Investments in Economically Disadvantaged Local
Government Areas

Entrepreneurs who invest in economically disadvantaged local government
areas are entitled to special income tax and other concessions. These include:

a) Seven years income tax concessions under the pioneer status scheme;

b) Special concessions by relevant State Governments;

c) Additional S per cent over and above the initial capital
depreciation allowance under the Company Income Tax Act (Accelerated
Capital Depreciation)

For the purpose of administering these incentives, the country has been
grouped into the following zones:

Zone 1 - Industrially and economically developed local government

areas
Zone 2 - Less industrially and economically and local government
areas and
Zone 3 - Least industrially and economically developed local

government areas

Less industrially and economically developed and least industrially and
economically developed local government areas are defined in terms of
inadequacies of :
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- industrial production in gross and per capita basis available
- social and economic infrastructures
- level of labour market development

(vi) Double Taxation (Income Tax Act 1979)

By Decree No.4 1985 {(Miscellaneous Taxation Provisions) the Income Tax
Act of 1979 was amended. The effect of the amendment was to eliminate double
taxation on investment income.

(vii) Group of Companies Taxation

Companies can now pay interim company dividends without any double
taxation since the amendment on foreign investment income came into effect on
lst January 1985.
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ANNEX D
MANUFACTURING PROJECTS SEEKING EXTERNAL ASSISTANCE
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Annex D - Manufacturing projects seeking external assistance

(x:gugam. NUMBER : gg2425
ECT NUMBER:™ NI3?5537"\?7“:55""”""Cﬁm'“‘?ﬁ?’:'"ﬁ"iﬁéf'ii T
PRO.ECT TITLE: Latex Rubber Froject

PRODUCT & CAPACITY: Swmgxldomes"oagg ?o? n?irs De;szeoso

e HusSENO ) rial _gloves: pairs per year
Condoms : soo 000 pleces per year
Balloons: 300 000 plieces per year
Teats. 440 000 g:xecﬂs per year

_COOPERATION SOUGHT: JVE. SOT, EOS. TRX

TOTAL PROJECT COST: n.a. JEC‘I’ is: “"New
STUDY AVAILABLE: No oc SPONSOR: Yes
PROJECT STATUS: Active AS ON (DATE): 866410
_SPONSOR: . PROMOTER:
M. S.Y. Eke :r"amglmlgdoe;:!o?ment Degt.
r{an elopment Bank
P.0. Box 240 ge Box 2351 v
......... L, QM Lane _NIDO
63-71 Broad Street
mgerla Lagos
Nigeria
CWISICIRG. NUMBER : 602441
. PROJECT MAMBER: ...um/ossum,,os ___COUNTRY : Nigeria
PROJECT TITLE: and Food Products (Nigeria) Ltd.

PRODUCT & CAPACITY: Glucose syrup. 15,000 tons per year
Corn germs: 1,500 tons per year
_Cluten_feeqa: 5.100 tons per year

" COOPERATION SOUGHT : SOT,

TOTAL PROJECT COST: US$19.652.200 PROJFCT 1S: New

STUDY AVAILABLE: Yes LOCAL SPONSOR: Yes

PROJECY STATUS: . _Active ... . _AS ON_{(DATE): 860509
PONSOR : PROMOTER:

Alhaj‘l Ismatla Muntart Niger tan Industrial Development

Corn 8 Food Products (Nigeria) Bank (Mr. E J Ekere)

c/o _Bagauda Biscuits Co. Ltd, . .M. 1.0.8. .

27/37A Sharada Industrial Estate 63-71 Broa:! Street

P.O. Box 932 P.0. Box 2357

Kano Lagos

Nigeria O . b [ - - off - S

(I:gNEROL NUMBER : 002933

JECT NUMBER : uxa/oss/v/es -08 COUNTRY : Nigeria

PROJECT TITLE: Processing of coucua

C%TT%OSAQACITV. C:)é:oa‘_butter and cocoa powder : 2,000 tons/year
A L » &... 0N T .

TOTAL PROJE g ¥: uSs ] égo 000 PﬁOJECT is: New

STUDY AVA!LABLE. SPONSOR: Yes

PROJECT STATUS: Act‘lve AS ON (DATE) 870105

SPONSOR : .

Tunde Okunrinboye Partnership
23 Awolowo Avenue

Bodija
£.0. Box 2573

Ibadan
Nigeria
CO!I!EROL NUMBER : 202934
S 0JECT uuuae7 ER ::R/?SG(V/BG 0ta cCOUNTRY: Nigeria
H nyfacture of star .
Pnggsgy TogliPAClTY: Starch glucose and dextrose: 3 tons/day
OOPERATI OUGHT :
$0TAL PROJE%T (EZOST: 353 4,366,500 tﬁogtcgpéaéo New
A e
5&83&‘:“’ %‘iru ' Ag?ivo Agc()N (DATE): 810105
Ebun Niger ta) Limited
} 6089:"" AwolowO Way
keja
Lagos

quoru
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!I:(SNEM NUMBER : 002935
“PROJECT W i':“""'“"”" 057T/V/86-06~COUNTRY: Nigerta
PROJECT TITLE: Manufacture of vaa st

Baker'’s yeast: 1,000 tons/year

o TAL P 3?’ ¥ Egvf 4,500.000 PRO.ECT i$: Ne-
STIVY AVAILABLE - Yes SPONSOR :
PROJECT STATUS: Active AS ON (DATE): 810105

.- SPONSUR :
Fiyin Folu Nig. Limited
14 OIaselnde Musin Street

Olor
...,B.,.Oz,..BO& 266.. ..

Nigeria

CONTROL NUMBER : 002936

ISIC: 3511

PRIOJECT NUMBER: NIR/058/vV/86-06 COUNTRY : moer ia
- PROJECT TITLE: _ __ Manufacture of calcium carbonate

PRODUCT & CAPACITY: Lime: 70,000 tons/year

Calcun carbonate 21,000 tons/year
COOPERATION SOUGHT: L

...JOTAL PROJECT COST: USS 11,530,000 ... PROJECT IS: _New. . .
STUDY AVAJLABLE: LOCAL SPONSOR: Yes
SPRO.ECT STATUS : Actlve AS ON (DATE): 870105
...,..._...BHL Limited R e e e eaeeR Ao e oo e oot eeeee et e eeemeeeeeeeeme eeeeeeoee oo .
P.0. Box 2978
Ikeja
Lagos
L. D 1 - o T S
CONTRL. NUMBER : 002938
JECT NUMBER : NIR/060/V/86-06 COUNTRY: Nigeria
PROJECT TITLE: Manufacture of ceramic tableware

PRODUCT & CAPACITY: Flat plates, dishes, teapots. CupS and saucers, mugs.
ik e e s ‘lfn’zgre- soo tons/year )
COOPERATION SOUGHT: EQY

TOTAL PROJECT COST: US$ 4, 93é 000 PROJECT IS: New
STUDY AVAILABLE : Yes LOCAL SPONSOR: Yes
N ’28;,’5 T STATUS: . Active .. . ... .AS ON (DATE): 870105

nokoloran Ceramic and Allisd
Products Lta.
..P,0. Box 1108

""Abeokuta
n State
Miger1ia
?g'gno'. NUMBER : 002940
. NUMBE K NIR/062/V/86-06... ... RY:. T
oy e T
09:5“:;63?(:5 COST Ug:t:‘l":ns:S a electrical parts and components
. : 0 conv . P [ 1Sz . 1z.
g?ubv AVA ;L ngxls.cgpousls OR: ”32"" z
PROJEC; sutus Acuva AS ON (DATE): 870105
........... 33.,...1.1'1& Manufacturing Ltd.
AJQ "’00

Nigcria
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D (continued)

%glém NUMBER : 3003‘29
et R RS OB3IV/BE=T6

PRDJECT TITLE: wWoven polypropylene

PRODUCT & CAPACITY: Woven Dolynropylene

o SACKS ar.....
- COOPERATION SOUGITT TV L
TOTAL PROJECT COST: USS 6,975,900
STUDY AVAILABLE: Ye

T _STATUS:: Active

" COUNTRY: Nigeria
sacks
sacks (50 kg tynes)- 12,000, 000

PROQJECT 1IS: New
LOCAL SPONSOR: Yes
AS _ON (DATE): 870512

HIC International Plastics Ltd.
Plot No. 40

Irans-Amadj Industrial Layout

P.0. Box 7
Port Harcourt
Nigeria
gg?EROL NUMBER : oostso

..PROVECT NMUMBER: uxnloealvzas-to
PROJECT TITLE: Fruit juices
PRODUCT & CAPACITY: Citrus olls, lemon

orange

COOPERATION SOUGHT : SOT, MAX, TRX
TOTAL PROJECT cosr- uss 4,000,000

.mgisgéc?vamm_ﬁ?mm

STUDY AVAILABL
EBDJECI.STATUS, ..mActIXQ

uice, pineapple juice,
Orocess. ng&mlz.&oo tons/season

-COUNTRY: Nigeria

juice, grapefruit juice, gu
fresh grapefr

PROJECT IS: New
LOCAL SPONSOR: Yes
AS_ON (DATE): _B70512 . . o e

ava juice,
uit

Godvln E. Bienoseh

African BQVQP! s Ltd.
Bl x°r

Lagos

Niger 1a

CONTROL NUMBER: 003131

-

312
"NIR/085/V/86-10
PROJECT TITLE: Salt production

PRODUCT & CAPACITY:

RAT T M T TRX .
Yar BRosECt Lost: US% #5%300 500
STUDY AVAILABLE:

Active

PROJEST STATUS:

Salt: 50,000 tons/year

"PROJECT IS New
LoC AL SPONSOR: Yes
AS ON (DATE): 870512

fef Onwuka Kaju
Natural Chemical Company Ltd.
152, Awolowo Road
Ikoyi

. CONTROL A

Lagos
Nigeria

'665132
3

610

NIR/066/V/86~-10
eramic . tableware
eramic tableware,
plieces/year

PROJECT NUMBER :

”ggggsgg JIJLE ;.

COUNTRY: Nigeria

“souvenir and gift Ttems (migs): 804,000

Ceramic flower vases: 60,000 vases/year

cvgamtc nigégnd Oz

USS 2,923
Active

CAPALITY:
COOPERATION SOUGHT:
TJOTAL PROJECT COST:
STUDY AVAILABLE :

MggggggagstATUS;”m“

Mr. Sotomon 0. Olabod

Plot 41, 0{00010 Ogunniyi.Sireet. .
Anthony V

fkorodu Road

Lagos

..Niger ia

1r$n 1nsu1ators 00,000 pleces/year
MK X

is. Expansion
5§’°“L 552'1'23’" 590512
B3O TOMTEY: 870512

Oceans Five Industries
Nigeria Ltd,.

B '.Ov Box 10348

Lagos

Nigeria
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Annex D (continued) AO@

ROL NUMBER: g??aoa .
—BR8SE et R B BT OT COUNTRY + NiGaRTa " e e
PROJECT TITLE: Manufacture of metal cans. Canning of vegetables, fruit
and fruit juices.
- PROQUCT & CAPACITY: Metal cans: 24 million pieces/year .

rocessing and canning of baked beans, peas, corn, other
vegetables, fruit and frult juices: 4 million kg/year
COOPERATION SOUGHT: EQY, LNS, JVE TE

’ » MAX, X
e JOTAL PROJECI..SOSI..:.....?%&.ﬂ..5.5.0‘.3,3.9,,. v PROJECY IS: . New .. . . . . .

TUOY AVAILABLE: LOCAL SPONSOR: Yes
IS’ROJECT STATUS : Active AS ON (DATE): 870812
SPONSOR :

M. Mholy
Mome 1d (Nigeria) Ltd.
x B

P.0. Bo

Aba
. NIiQECAQ T e e e e

”...........CDQ.EE.EA.I.IDM..SQUGH....I.5...EO.Y.....M!S......J.VE.....M)&.....IE)&. IRX

CONTROL NUMBER: 3ggsosaﬂs
:sgg‘ég}f;ml:;ﬁ """""""" gy"ﬁ%%\{}éi;wucm{nmv mag;ia - “ ’ 1
: sposable plastic syringes a armaceut ical drugs
PRODUCT & CAPACITY: Disposable plastic syringes {2.5 ml): 6 miltion oggces/year
Risposable plastic syringes (5.0 ml i 8. million _pDieces/year .
Tablets: 360 mi11ion pieces/year

Oral 1iquids: 260 million 1itres/year
Capsules: 26 million piece:/year

-
Q
pert
>
|l
3
m
[y}
-y
o
@
putt

US$ 3,750,000 PROJECT 1IS: New
3 Yes LOCAL SPONSOR: Yes
PROJECT STATUS: Active AS ON (DATE): 870812
SPONSOR : et e e e et et oo,

Mr. I. Mboiu ;
Momeld (Nigeria) Limited
P.0. Box 85

Niger1ia

CONTROL NUMBER:

003310

SIC .""mmm“mMm“QJ.AJ.3.1...m“"mmmmm..NNHmemmmmmwmm"mm”“NMH”“N_N

%JECT NUMBER m%?o'io}vga’l-w COUNTRY: "Nigeria

PROJECT TITLE: Infant cereal, corn flour and bran for feedmilils

PRODUCT & CAPACITY: Infant cereal: 1,000 tons/year

v it e GOPD FlOUR: 1,000 tons/year e s e e e v s
ran and vegetable oil: 200 tons/year

COOPERATION SOUGHT: EQY, LNS, JVE, MAX, TEX

g?Teb :5gJEgg SOST: gss 2,350,000 EROgECgPégé R vew
PRgJEC‘I‘ S%ATU%: Active Agc ON (DATE?: 390812
SPONSOR;
Mr. I. Mbolu
........... goge.m....w.égema.).. L8 2«
.0. Box
Aba
Nigeria
AFM Access to foreign markets MAX Kanagement expertise
CTR Compensation trade MKX Karketing expertise
EQS Equipment supply RMT Raw material supply
OF ABBREVIATIONS
JORE1GN CO-OPERATION SOUGHT: QY Equity participation 8CT Subcontricting
Jve Joint venture soT Sale of technology
Lic Licensing TEX Technical exjpertise
LNS Loans TKP Turnkey project

T Training expertise
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ANNEX E
LIST OF SELECTED NIGERIAN MANUFACTURING ENTERPRISES




Annex E - List of selected Nigerian manufacturing enterprises

Sales volum:/turnover

Nusber of (N million 1985 except
Name of enterprise Products employees as indicated)
Food and tobacco
Cadbury Nigeria Confectionary 2,000 113
Flour Mills of Nigeria Flour milling 232
Food Specialities Nigeria Confectionary 1,454 102
Lever Brothers Nigeria Food detergents 3,500 266
Nigerian Tobacco Tobacco 3,600 116
Beverages
Guiness Nigeria Beer 5,200 258
Nigerian Bottling oft drink 4,33 309 (1986)
Nigerian Breweries Beer 4,000 179
Paper and paper products
Nigerian Newsprint Manufacturing Mewsprint .o .en
Nigerian Paper Mill Paper 1,023 eee
Textiles, wearing apparels and footwear
Areva Textiles Prints 4,200 aee
Bata Nigeria Footwear 2,000 &7
United Nigerian Textiles Textiles/priats cee 76 (1/2 year 1982)
Western Textile Mills Spinners/textiles 1,021 22
manufacturers
Automobile and transport equipment
Leyland Nigeria Commercial vehicles 1,100 cee
Peugeot Automobile Nigeria Vehicle assembly 1,995 $118 million (1987)
§.C.0.A. Motors Nigeria Vehicles .es vee
Iron and steel
Ajaokuta Steel Iron and steel 7,650 &0 (1986)
Delta Steel Iron and steel 5,400 86
Construction and building materials
The West African Portland Cement Cement 2,500 110 (1982)
Glass, ceramic and ciay products
Metal Box Toyo Glass Nigeria Glass bottles 1,250 38 (1982)
West African Glass Industry Class products . 28
Chemicals, petroleus and petrochemicals
AGIP Nigeria Petroleum products 315 S& (1/2 year 1984)
Berger Paints Nigeria Paints 550 32
Chemical and Allied Products Chemicals/pharmeceuticals voo 58
ELf Nigeris Lagos 0il/gas vee ces
Gulf 0il Company Nigeria 0i1 vew vor
Mobil 0il Nigeria “etroleum products ver 329
Nigeria National Petroleum Corporation Petroleum products 1,500 $6,500 million (1987)
Shell Petroleum Development 041 voe e
Company of Nigeria .
Texaco liigeris Petroleum products 240 213
Total Nigeria Petroleum/gas 800 345
Pharmeceutical products and detergents
Beecham Pharmaceuticals 600 42
Claxo Nigeria Phormaceuticals 534 2
Paterson Zochonic Industries Detergents/pharmaceuticals ves 242 (1982)
Nousehold electrical equipment and = pplisnce
Leventis Technical Zlectronic products 1,016 69 (1983)
$ource: Marketing Invegtment and Development, MIAD Nigeria, Lampeda Company Ltd.. Ibadan, 1986; and

Soyth, July 1988, p. 95.

Note: The above source of "Marketing, Investment and Development” furnishes the complete list of
industrial enterprises in Nigeris, with details of product, employment and turnover.
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ANNEX F

THE COMPLETED, OPERATIONAL AND/OR APPROVED TECHNICAL
CO-OPERATION PROJECTS OF UNIDO
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Annex F - The completed, operational and/or approved technical

co-operation projects of UNIDO
I. The completed projects

Federal Republjic of

1)

since 1972

Backstopping
Responsibilit

Spec.Act./

All.Acc,.Code Project Number

GERIA

Project tle

10/11S/INFR 31.1.00 DP/NIR/71/002 Assistance to the Nigerian Standards
Organization

I0/11S/INFR 31.3.A DP/NIR/75/023 Assistance in textile testing and
quality control

10/1I1S/INFR 31.3.N DP/NIR/75/069 Federal Institute of Industrial
Research

I0/11S/INRFR 31.3.N DP/NIR/83/003 Data-bank project

I0/11S/INFR 31.1.02 TS/NIR/75/002 Standardization and quality control

I0/11S/INRFR 31.3.K DP/NIR/75/070 Standardization and quality control

10/11S/INFR 31.3.K DP/NIR/75/143 Weights and measures training school

I0/11S/IRFR 31.3.2 VC/NRIR/74/102 Textile testing equipment for
quality control

I0/I1S/INFR 00.0 IB/NIR/74/005 Small-scale industry mission

10/11S/INRFR 31.4.01 IS/NIR/71/805 Development of small-scale industries

I0/11S/INFR 31.3.D DP/NIR/72/004 Small-scale industries

10/11S/INFR 31.3.L DP/NIR/73/014 Industrial Development Centre,
Oshogbo

10/11S/INFR 31.3.L DP/NIR/75/075 Small-scale industries services,
East Central State

I0/11S/INFR 3i.3.L DP/NIR/75/068 Industrial estate development

10/11S/INFR 31.3.L DP/NIR/78/002 Advisory services to small-scale
industries

10/11S/INFR J12103 D}/NIR/83/022 Federal Institute of Industrial
Research, Industrial Information
Centre (phase II)

10/118S/INFR 31.3.M DP/NIR/75/066 Strengthening of the Nigerian
Industrial Investment Information
and Promotion Centre

10/118/IMR 31.3.00 DP/NIR/71/006 Assistance to the Mid-West glass

industry




Annex F (continued)

Backstopping

Res sibjlit

I0/1IS/IMR

10/11S/IMR

I0/I1S/PLAR

I0/11S/PLAN

I10/11S/PLAN

I0/11S/PLAN

10/11S/PLAR

10/11S/PLAN

I0/11S/PLAN

I0/115/PLAN

10/T/AGRO

10/T/AGRO

10/T/AGRO

I10/T/AGRO

10/T/AGRO

I10/T/AGRO

10/T/AGRO

10/T/AGRO

Spec.Act./
All.Acc.Code Project Number

31.3.00

31.4.B

32.1.01

32.1.01

31.2.A

31.2.A

31.2.A

31.2.A

31.2.B

31.2.C

31.7.B

30.6.02

3l1.7.C

31.7.C

31.7.C

00.0

30.6.00

31.3.00
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DP/NIR/74/002

DP/NIR/75/067

DP/NIR/68/007

DP/NIR/69/020

DP/NIR/71/003

DP/NIR/75/073

SI/NIR/79/801

SI/NIR/79/802

DP/NIR/76/006

DP/NIR/75/003

DP/NIR/75/076

DP/NIR/73/015

DP/NIR/76/013

US/RIR/80/069

VC/NIR/76/091

RP/NIR/72/006

RP/NIR/73/006

RP/NIR/74/003

Federal Repub of NIGER
(2)
since 1972

oject tle

Industrial development management
training

Industrial management

Industrial programming

Industrial economics

Industrial economist (OPAS), South

Eastern State

Industrial economic adviser, River
State

Advisory services for the
prepzration of an industrial sector
national resources survey

Industrial project implementation
assistance

Industrial advisory services, Kano
State

Project analysis, Oyo State
Preparatory assistance in textile
technology to the Kaduna Polytechrnic
Gari production and enrichment
Integrated food industries complex
Integrated food industries complex
Agro-industry development
Agro-industrial management
Agro-industrial development (Arthur

D. Little course)

Agro-industrial and industrial
management (Arthur D, Little course)
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Annex F (continued)

edera o
(3)
since 1972
Backstopping Spec.Act./
Responsjbility All.Acc.Code Project Number Project Title

I0/T/Mes

I0/T/MET

10/1/MET

10/1/MET

10/T/ENG

10/T/ENG

10/1/ENG

10/T/ENG

10/T/ENG

10/T/CHEM

10/T/CHEM

10/1/CHEM

10/T/CHEM

10/T/CHEM

31.8.B

J13210

J1i3210

J13210

30.1.03

00.0

30.1.00

31.9.B

31.9.A

00.0

32.1.B

J13420

J13424

32.1.C€

DP/NIR/80/001

DP/NIR/85/022

DP/RIR/86/007

ST/NIR/80/T01

IS/NIR/71/803

IS/NIR/71/807

DP/KIR/72/035

DP/NIR/76/011

DP/NIR/78/012

IS/NIR/71/802

DP/NIR/74/015

US/NIR/84/246

SI/NIR/85/801

SI/NIR/82/801

Nigeria-Zambia copper fabrication
project (see also DP/ZAM/78/004,
DP/RAF/79/006)

Central metallurgical research and
development institute (phase II)
(continuation of ST/NIR/80/001)

National metallurgical research and
development centre

Central metallurgical research and
development institute (continued
under DP/NIR/85/022)

Assistance to .he telecommunication
and electronics industry

Passenger car assembly, local
manufacture of components,
feasiblity study

Study tour of three representatives
of the Nigerian Technical Standing
Committee for the automotive
industries to developing country

Machine tools industry, feasibility
study

Assistance for the establishment of
a training centre for a machine tool
complex

Technological economical surveys,
assistance to cement company of
North Nigeria Ltd.

Glass production adviser, Bendel
State

Demonstration plant for salt
production by women in the Plateau
State

Assistance at the evaluation of
tenders for factories to be
established in the Bendel State

Fact finding mission for a solar
salt project in the Plateau States




Annex F (continued)

Backstopping
bilit

I0/SD/FEAS

I10/SD/FEAS

I0/SD/IRNG

10/SD/TRNG

I0/SD/TIRNG

10/SD/IRNG

10/SD/TRNG

10/SD/TkiG

10/SD/TRKG

10

1PCT/11

IPCT/DTT/TEC

IPCT/DIT/TEC

Spec.Act./
Acc.Code

31.6.A

31.6.A

31.5.A

J12309

31.5.B

31.5.B

31.5.B

31.5.B

31.5.B

32.4.2

00.0

62.4.2

603300
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4)

since 1972

oject

RP/NIR/82/002

RP/NIR/84/002

RP/NIR/82/001

DP/NIR/75/012

DP/NIR/71/022

RP/NIR/78/002

RP/NIR/80/001

RP/NIR/85/001

SI/NIR/77/801

SI/NIR/78/801

AR/NIR/74/004

DP/NIR/80/003

DP/NIR/78/006

Training workshop in industrial
project preparation, evaluation and
financing (continued under
RP/NIR/84/002)

Training wvorkshop in industrial
project preparation, evaluation and
financing (continuation of
RP/NIR/82/002)

Strengthening of the training
capacity of the industrial research
and development unit of the
University of Ife, Nigeria

Industrial management development
services

Management programme for
administration of industrial
development

Study tour of Nigerian officials to
selected developing countries
(Brazil, Mexico, Algeria)

Development banking course

Training in quality control

Study tour of Nigerian officials to
selected developing countries, India
and Republic of Korea

Advisory mission for the
establishment of a national office
for technology transfer and a
national industrial consultancy

agency

IBRD appraisal mission

Trade fair technology for the people

Establishment of a national office
for technology transfer and a
national industrial consultancy

agency




Annex F (continued)

II. The operational and/or approved projects

Federal Republjc of NIGERIA

Backstopping

Responsibility All.Acc.Code Project Number Project Title

10/1I1S/INRFR J12101 DP/NIR/83/021* Federal Institute of Industrial
Research, Industrial Information
Centre (phase 11 of DP/KIR/75/069)

10/11S/INFR J12102 DP/NIR/78/001%* Assistance in textile testing and
quality control (phase II)

10/11S/1IMR J12206 DP/NIR/85/023% Assistance to the new Nigerian
Development Company

10/T/ACRO J13102 SF/NIR/87/002 Diagnostic appraisal for
rehabilitation of Kaduna Textiles
Ltd.

10/T/MET J13210 DP/NIR/87/031**% Assistance to the National
Metallurgical Development Centre, Jos

10/T/CHEM J13419 SF/NIR/86/001%% Assistance to the Cement Company of
Northern Nigeria (CCNN), Sokoto,
Nigeria

10/T/CHEM J13427 DP/NIR/87/005% Assistance to rural vomen engaged in
salt processing

10/SD/FEAS J14101 DP/NIR/87/017% Feasibility study on the
establishment of a multi-purpose
pesticide formulation pilot plant

10/SD/FEAS J14100 SF/RIR/88/001* Studies on investment opportunities
in selected industrial subsectors

PPD/AREA/AFR E02101 DP/NIR/86/001 Preparation of industrial section of
4th country programme (1987-1991),
programming mission

PPD/SPA/COOP/STF E05201 SF/NIR/87/001 Project development facility for the
Nigerian Industrial Development Bank
(NIDB)

IPCT/DTT/TEC G03300 DP/NIR/87/006% Assistance to the National Office of

Industrial Property (NOIP)

* Large-scale project (= total allotment $150,000 or above)
% Total allotment $1 million or above
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Previously issued ia the Industrial Development Review Series:

Indonesia
Kenya
Argentina
Paraguay
Uruguay

Bangladesh
Swaziland
Zambia

The Philippines
Pakistan

The Sudan
Malaysia

India

Thailand

Peru

Nigeria
Bolivia

Chile

The People’s Republic of China
Bahrain

Sri Lanka
Cuba
Tanzania
Egypt
Malix
Zaire®

Pacific Island States:
Papua New Guinea, Fiji,
Solomon Igslands, Western
Somoa, Vanuatu, Tonga
Kiribati, The Federated States
of Micronesia and Micro States

Cote d'lvoire®

Saudi Arabia

Congo*

Central African Republic*®
Colombia

Ghana

UNIDO/IS.458
UNIDO/IS.459
UNIDO/IS.460
UNIDO/IS.461
UNIDO/IS.462

UNIDO/IS.510
UNIDO/IS.516
UNIDO/IS.520
UNIDO/IS.527
UNIDO/IS.535
UNIDO/IS.541
UNIDO/IS.545
UNIDO/IS.547
UNIDO/I1S.548
UNIDO/IS.552
UNIDO/1S.557
UNIDO/IS.564
UNIDO/1S.579
UNIDO/IS.582
UNIDO/1S.592

UNIDO/IS.613
UNIDO/IS.615
UNIDO/IS.628
UNIDO/IS.637
UNIDO/IS.640
UNIDO/1S.644

UNIDO/IS.645

PPD.6
PPD.7
PPD.10
PPD.11
PPD.16
PPD.18

1984
1984
1984
1984
1984

1985
1985
1985
1985
1985
1985
1985
1985
1985
1985
1985
1985
1985
1985
1985

1986
1986
1986
1986
1986
1986

1986

1986
1986
1986
1986
1986
1986

(Continued)
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Previously issued in the Industrial Development Review Series:

(Continued)

The Republic of Korea
Botswvana

The Caribbean Region:
Jamaica, Trinidad and Tobago,
Guyana, Barbados, The Netherlands
Antilles, The Bahamas, Belize,
Bermuda, St. Lucia, St. Vincent &
The Grenadines, Grenada, Antigua
and Barbuda, Dominica,
St. Christopher-Nevis, Cayman
Islands, British Virgin
Islands, Montserrat, Turks and
Caicos Islands, and Anguilla

Malawi

Indonesia: "Changing Industrial Priorities”

Zimbabwe

Burma: "Transition to agro-based
industrial economy"

Jordan: "“Stimulating manufacturing

employment and exports"

Liberia: "Resource-based industrialization
and rehabilitation”

Qatar: "Towards industrial diversification
of an oil-based economy”

Nepal: *Industrialization, international
linkages and basic needs”

Kenya: "Sustaining industrial growth
through restructuring and
integration”

Angola: "Stimulating industrial recovery”

Somalia: "Industrial revitalization through
privatization”

The Philippines:
"Sustaining industrial recovery
through privatization and foreign
investment”

#* Also available in French.
% Restricted.

PPD. 29
PPD.37

PPD.51

PPD.58
PPD. 60
PPD.63

PPD.65

PPD.67

PPD.74

PPD.75

PPD.79

PPD.85

PPD/R.15%*»

PPD.91

PPD.92/Rev.1

1987
1987

1987

1987
1987
1987

1987

1987

1988

1988

1988

1988

1988

1988

1988






