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1.1

THE OBJECTIVES AND PROGRAMME OF THE IDDA

Introduction

This National Workshop is being held within the context of
the Industrial Development Decade for Africa, which in
turn grew out of the concern of the 0.A.U. member states
about the pace of development in Africa. It is therefore
necessary, and for the benefit of those who may not be
familiar with those developments, to briefly recapitulate
the history and progress so far, of the IDDA and its
relevance for Nigeria at this time.

The Economic Condition of Africa in the 80s.

Most African countries became independent in the early
sixties. As a prelude to independence most of them had
planned their economic development with the colonial
masters. The United Nations even declared the 1960s as
Development Decade. Twenty years or more since
independence, no appreciable development had occurred
within the Africa region. No matter whichever
socio-economic indicator ocne looks at - whether per capita
income, school enrolment, ratio of doctors to population,
share of manufacturing in GDP, access to safe water, life
expectancy - name it, African Countries are at the bottom
of the scale. Africa accounts for 26 out of the 36 "least
developed" countries of the world, and according to World
Bank figures, Africa also accounts for 21 out of 34 "low
income" developing countries. Towards the end of the 70s,
this had become a source of concern for many African
governments, and so a reassessment of the path of
development was a recurring topic in several international
gatherings. For example, the Fourth Conference of African
Ministers of Industry in 1978 stressed the need to examine
existing policies and strategies with a view to



restructuring them to speed up industrialisation in
Africa. It then requestedkthe secretariats of OAU, ECA
and UNIDO to organise a Symposium on Industrial Policies
and Strategies. This was eventually held in Nairobi in
1979. The fifth conference of the African Ministers of
Industry, after reviewing the recommendations of the
symposium again requested the three Secretariats to take
appropriate action to have the period 1980 - 1990 declared
the Industrial Development Decade for Africa.

Almost simultaneously, the 0.A.U. Heads of State meeting
in Monrovia in 1979 also viewed with all seriousness, the
critical and bleak economic situation facing each of their
countries. 1In that meeting it adopted what has come to be
called the Monrovia Strategy for the Development of Africa
which also included a recommendation that the period
1980~-1990 be declared as the African Industrial
Development Decade Yfor the purpose of focusing greater
attention and evoking greater political commitment and
financial and technical support, at the national, regional
and international levels for the industrialization of
Africa"™. At the extra-ordinary meeting of the OAU Heads
of State in Lagos, April 1980, a Plan of Action for the
implementation of the Monrovia Strategy for the Economic
Development of Africa was adopted and became known as the
Lagos Plan of Action. }

In the meantime UNIDO/ECA took the matter up to the UN
General Assembly which adopted Resolution 35/66B
proclaiming the 1980s as the Industrial Development Decade
for Africa. UNIDO, ECA and OAU were asked to formulate
proposals to implement the programme as contained in the
Lagos Plan of Action.

By 1981, a programme for the IDDA had been worked out
based on the twin principles of self-reliance and self
sustainment embodied in the Lagos Plan of Action. It will

%



1.3

be recalled that the two top most priorities in the Lagos
Plan of Action were: Self sufficiency in food production
and self-sustaining industrialisation as necessary
conditions for the economic freedom of Africa from the
shackles of poveity, disease and dearth of basic
necessities of life. So much for the history.

Objectives and Programmes of IDDA:

The Lagos Plan of Action deals with all aspects of socio
economic development in Africa. IDDA is the industrial
arm of its implementation. The objective of declaring the
decade was "to generate greater awareness in the African
countries of the need to take urgent action towards the
accelerated industrialisation of the continent and,
secondly, to mobilize greater international technical and
financial support for the African countries in their
industrialisation endeavours" Its operational headquarters
is located in UNIDO, Vienna.

The implementation of the programme was divided into two
phases - a preparatory phase (1982-84) and an
implementation phase (1985-1990) It was expected that
during the preparatory phase, action would be taken at the
national level to establish national coordinating
committees as operational focal points for all activities
relating to the IDDA. It was also expected that each
country would review her national industrial planning and
policies and bring them into line with the programmes of
the decade; identify core projects and assess her
potentials, hold national workshops during which the
national industrial policies and strategies would be
reviewed and realigned with priorities consistent with her
opportunities within available resources. There were also
other actions to be taken at subregional and regional
levels.




Although Nigeria’s own national workshop is coming. towards
the end of the decade, it is ' known that Nigeria had taken
several actions along the lines required by the programme
of IDDA. Like most other African countries, she was hit
by the general economic recession of the early 80’s which
led to a heightening of the debt crisis. Attention was
then shifted from the consistent pursuit of the aims and
objectives of the Lagos Plan of Action to Economic
recovery programmes dictated by the need to contain the
debt problem. Nevertheless Nigeria did review its
industrial policies within the context of the Structural

'Adjustment Programme but still requested assistance in

drawing up an industrial masterplan. This then provided

‘the opportunity to examine ' and realign Nigeria’s

industrial development plan with the objectives and
programmes of IDDA in the subregion for wvery obvious
reasons. N / o

Programme for Economic Recovery 1986 - 1990
Perhaps it will not be out of place to mention that

Nigeria is not alone in lagging behind on the programmes
of IDDA. In 1985, worried about the slow pace of action
at the national and sub regional levels, the 0.A.U. Heads
of State reviewed the progress made thus far and then

~adopted the MAfrica’s Priority Programme  for Economic

Recovery 1986 -~ 1990. (OAU, Addis Ababa) .- In it, the
OAU noted the progress made in the implementation of the

programme for the IDDA and in addition recommended the

following specific measures in the industrial field:

"Short term Measures:

i. a critical assessment should be made of major
industrial enterprises in order to rationalise them;

o



ii. Urgent measures should be taken to identify
industrial skills and technical capabilities required
- for the implementation of industrial programmes and
projects; . L
iii. a national programme for industrial maintenance
. should be developed and o =
iv. measures should be taken to promote standardisation
~and quality control on industrial production.

For the medium and 1long term it provided that
"existing national mechanisms should be strengthened
eesse... to mobilize the entire national capabilities
for the identification, preparation, evaluation,
negotiation and implementation of projects especially
the strategic core industries identified in the
programme for IDDA." (1)

IX. It is in this context that this National workshop is
being held. In a way there is an advantage in being
late on this. Nigeria has already installed a
Structural Adjustment Programme. SAP also requires a
fundamental shift of emphasis in the industrial
sector. The objective of this workshop therefore are:

- To analyse the structure and performance of the
industrial sector;

- to identify the subsectors which offer
opportunities for the development of competitive and
efficient industrial systems;

- to review the industrial policies and their impact
on the performance and competitiveness of the
industrial sector:;

- to review the performance of the supporting
institutions - promotional, financial, technological,

training etc.




- to review the consultation system among all actors
within the industrial sector; and '

- to define guidelines for the preparation of an
industrial master plan.

Although there are other papers on specific apsects of
the workshop, the purpose of this background paper is
to give a general overview of the issues and problems
and to situate them in the context of the present
Nigerian economy.

L)



2.2

CHAPTER IT
MACRO-ECONOMIC SETTING
Introduction

Nigeria is one of the few countries in Africa that
have all the potentials for becoming a great
industrialised country. She has natural resources;
minerals, including a large proven reserve of oil and
gas, forest and marine resources, potentially rich
agricultural lands well watered most of the year, a
large population with a vibrant indigenous
entrepreneurial skills and a large internal market.
But somehow, Nigeria’s story of development has not
matched expectations based on assessment of its
potentials. Although the o0il boom of the early 70s
brought some spurts of growth here and there, on the
whole, the country’ did not capitalise on it to create
a base for self-sustaining growth and development. As
will be shown later, the National Development plans of
those years were replete with very good programmes and
projects that never came to fruition. To understand
the problems of industry to day, one has to look at
some of the macro economic indicators in a historical
context. The structure of the economy today is
largely a result of the policies of the 70s and early
80s.

Developments in the economy: 1970 - 1980
The Nigerian economy grew quite rapidly following the

0il boom of 73/74. The period also coincided with the
Second National Development Plan which emphasised post
civil war reconstruction of the basic infrastructures,
and the enlargement of the role of the public sector
in the productive sectors of the economy. The real



TABLE 1.1

IMPORTANCE OF OIL IN GDP (1970 - 1980)

GDP OIL REVENUE CONTRIBUTION OF
YEAR (¥’/MILLION (¥/MILLION) OIL REVENUE TO
GDP (%)
1970/71 9,442.1 219.1 2.32
1971/72 11,177.9 623.0 5.57
L -
1972/73 11,993.1 1,410.7 11.76 e
1973/74 13,135.5 1,582.9 12.05
1974/75 14,410.7 4,181.1 29.01
1975/76 21,326.9 5,202.6 24.39
1976/77 26,655.63 6,105.91 22.91
1977/78 31,283.40 7,071.60 22.60
1978/79 33,471.39 7,568.34 22.61
1979/80 39,906.58 10,479.21 26.26
Sources:
(1) Federal Office of Statistics: Economic and Social

Statistics Bulletin,

January,

1985.

(2) 3rd and 4th National Development Plans.

(3) Eleazu, Uma, General Editor, Nigeria:
ears, (Heinemann Educational Books
(Nigeria) Ltd, Ibadan) 1988. P. 562.

The First 25



TABLE 1.2

CONTRIBUTION OF OIL GOVERNMENT REVENUE
(1970 - 1980)

TOTAL GOVERNMENT OIL REVENUE CONTRIBUTION OF
YEAR REVENUE (CURRENT) (PETROLEUM OIL REVENUE TO
RESERVES GOVT. REVENUE
(¥’MILLION) (¥’MILLION) -~ (%)
1970/71 755.6 ‘ -~ 219.1 i 29.00
1971/72 1,410.9 ‘ 623.0 : r 44.16
1972/73 2,240.0 ' 1,410.7 - ‘ 53.48
_ . _
1973/74 2,171.4 1,582.9 72.89
1974/75 5,177.1 - 4,181.1 80.82
1975/76 5,252.3 ' 5,202.6 99.05
1976/77 7,222.6 6,300.0 87.23
1977/78 7,652.5 5,333.3 69.69
1978/79 7,246.2 4,383.3 60.49
1979/80 13,809.1 8,833.3 : 63.97

Source: Eleazu, Uma, General Editor, Nigeria:
The First 25 vears (Heinemann Educational Books
(Nigeria) Ltd; Ibadan), 1988. P. 562.
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GDP at factor cost grew at an average rate of 6.5% per
annum in the early seventies and then slowed down
after the first weakening of the o0il market in
1977/78. Table 1.1 shows the growing importance of
oil in the economy, rising from contribution of 2.32%
of GDP in 1970 to a peak of 29% in 1974/75, declining
slightly thereafter yearly until 1979/80 when it rose
again to 26.26% of GDP. Encouraged by the increasing
0il revenue, the Governments of those days made
ambitious plans and increased public expenditure.
The Second National Development Plan 1970-74 envisaged
a total investment of ¥N2.5bn, but the Third Plan
1975-80 planned a total investment of ¥30bn 1later
revised to ¥N42bn, although this was not realised
because of later developments in the o0il sector.
Table 1.2 shows the growth in contribution of oil to
total government revenue. Again one can see from
Annex I that from 1974, total Federal expenditure as a
percentage of GDP grew from 11% in 1974 to 22.5% in
1975, 24% in 1976, 22% in 1977 and 24% in 1978. When
the Civilians came in 1979, it rose from 17.2% in 1979
to 28.4% in 1980 and stayed above 20% in 1981 and 82
even in the face of dwindling revenue from oil.
Tables 1.1 and 1.2 show how the economy became heavily
dependent on oil. This dependence was even more
apparent in the relationship between o0il export and
balance of payments. Table 1.3 indicates the
relationship between o0il revenue, balance of payments
position and GDP in the 70s.

That such a large revenue from export of oil to be
turned into deficits, show the degree of openness to

importation.

SN
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Table 1.3 0il Exports, BOP and GDP Growth

1 Export Surplus/Deficit = GDP Non-0il

oi
$ million B.0.P.Current A/C . Growth GDP
rate Growth
3 rate %
1976 9,455 - 414 - 10.4 8.2
1977 11,564 -1,006 | 6.6 8.2
1978 9,455 -3,758 ; -5.6 -4f6
1979 15,657 -1,675 5.9 3.1
1980 22,408 2,952 0.8 3.02
1981 16,746 | -5,570 ‘ 5.2 1.9
1982* 14,282 -4,231 -2.4 -1.0
Source: World Bank Economic Mission to Nigeria

May/June 1982 (*was a projection)

Such massive public expenditure was bound to causé a
lot of structural changes in the economy. Table 1.4
show the GDP by industrial origin. One notable
development was the increasing share of Mining and
Quarrying which includes petroleum. Agriculture which
in the 60s contributed up to 49.5% of GDP had declined

to 38% in 1970 and about 23% in 1980. An apparent

shift of emphasis to the o0il sector and to importation
led to a neglect of agriculture. which declined even in
terms of growth rates. (See Table 1.5).  However
because of investments by both public and private
sectors in Manufacturing, the sector grew quite
rapidly in the 70s achieving growth rateé of 11-15%
and almost doubling its share of contribution to GDP,

from 3.7% in 1963 to 6.11 in 1981. But this was by

far below that of other new industrialialising
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TABLE 1.5
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countries. Table 1.6 shows the rates achieved by
other newly industrialising countries in the same

period.

Table 1.6

Manufacturing Share of GDP for Selected
Large Middle income Developing Countries

Mfg Share of GDP GNP Population
% Per Capita 1979
USss$
1960 1979/80 1979 Millions
Brazil 26 28 1,780 116.5
Egypt 20 28 480 38.9
Korea 10.8 31.9 1,480 37.8
Mexico 19.0 24.0 1,640 65.5
Philipines 20.0 26.0 600 46.7
Thailand 13.0 20.0 | 590 45.5
Turkey 13.0 21.0 1,330 44.2
NIGERIA [5.0] [8.0] 670 [82.6]

The least Nigeria could have done was to double the share
of the manufacturing sector in GDP. Instead the growth
area and the dominant sector was the services sector and
within that Wholesale and Retail trade.

Since the beginning of the 80’s, the Nigerian economy has
been under strain because of its over exposure to the
vicissitudes of the oil market. Table 1.7 shows growth
rate of GDP at Constant (1984) factor prices. The decline
which started in 1977 continued and the growth rate became
more erratic. The modest increase of 2.4% in 1985 (in
contrast to declines of - 5.5.% in 1984 and - 8.5% in
1983) was said to be due largely "to the sustained growth



TABLE 1.7

GROSS DOMESTIC PRODUCT BY INDUSTRIAL ORIGIN
(GROWTH RATES) AT CONSTANT (1384} PRICES

{PER CENT)
1582 - 1987
Sectors 1982 1983 1984 1985 1988 1987
1. Agriculiure 3.07 0.08 -6.66 14.28 9.21 2.14
_ 11 Crops & Others 2.10 -1.58 -8.10 15.84 11.62 235
12 Livestock 386 935 059 7.1 ~2.72 099
2. Mining and Quarrying -4,05 -533 7.10 8.10 -1.85 -9.78
21 Pemoleum -10.45 -4.07 11.75 8.40 -213 | 1040
21 Others -5.46 -18.76 5231 ~0.94 202 " 897
3, Manufacturing 10.75 -24.03 -10.87 15.63 —459 428
4. Public Utility -0.75 16.97 -7.36 —8.14 -22.31 . -783
4.1 Electricity 10.70 -3.84 5.7 12.95 ~-34.66 " 1809
42 Water -15.36 51.69 -21.19 -38.06 9.64 - 7.99
5 Construction -1.78 -23.78 -49.54 -1.7§ 7.70 | -18.02
6. Transportation -2183 -19.19 -5.22 2222 -121 .19
7. Communication -5.80 -10.27 5.07 -~6.15 0.17 1.00
8. Wholesale and Retail Trade 383 2.87 -3.77 -523 3.3 1257
9. Housing 1.05 120 1.08 1.07 1.08 1.3
10. Government Services -0.95 4.33 -6.95 5.04 an - -0.80
11. Other Services 1423 -3.19 -2021 -2.31 478 5.69
12 GDP at Factor Cost 0.50 -4.17 -6.68 287 324 178

Saurce -Federal Office of Statistics

£

9T
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in agricultural production and a reversal in the downward
trend in the growth of industrial production in the
preceding two years." (2) However the change in
administration and policy uncertainties affected
performance in the last quarter of 85 and 1986. Growth in
GDP fell by - '2.11% but made a modest recovery of 1.2% in

1987. Sectorally, manufacturing waxed stfonger by moving
- from 6.3% growth to 9.9%. The spate of new banks and

financial houses, and the activities ehgendered'by the
newly created Foreign Exchange Market must have affected

growth in that sector, showing a growth rate of 10.7%.

Balance of Payments & Debt Crisis

As could be seen, the source of strain was the adverse
balance of payments occasioned by the o0il crisis. Table
1.8 show the Balance of Payments since 1983 and the

emergence of the deficits on current accounts.

Initially the government thought that the oil crisis of
1981 was temporary and the deficit of that year was
financed by a draw down on foreign exchange reserves to
the tune of ¥3 billion. Since there was no corresponding
reduction in imports, the deficits were carried over in
1982 and 1983 and the government resorted to external
borrowing. Contraction of foreign exchange earnings led
to inability to meet certain L/C obligations and short
term trade credits piled up in addition. This was
compounded by maturing debts which bunched together in
’83. The government then opened negotiations with IMF.
Earlier, in April 1982, the Government had introduced the
Economic Stabilization Act which sought among other things
to use tariff and other administration controls to
restrict imports, reduce total money supply, cut
government spending and total credit to the systen.
Although this led to some reduction in imports, it also
affected the performance of the GDP which declined by -
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TABLE 1.3
BALANGE OF PATHENTS - SONMARY STATENENT
(W NILLION)
CATEGORY 11983 ) 194 T 1965 1 1986 1 1987
1 ] ] ] [}
[ : 5 i ;
Carreat Account V-3, 1318 $88.8 ) 42,2154 1 #570.2 ! +46,749.3
] X ] ] []
[ : : E
Herchaadise! Vo784 ) 42,2998 1 45,085.1 ) #3, 4438 1 +13,847.4
1 1 ] % ]
i : : i :
Bxport (E.0.B)2 !o47,502.5 ) 49,088.0  11,720.8 | 0 8,920.5 ! 30,2309
[] ] ¥ 1 )
E : : E i
Isport (F.0.B) ! -3,283.9 | -6,788.2 | -6,855.1 | -5,478.6 | -16,382.5
) i ] ] 1
! : H H '
Services and Income (Bet) ! -2,070.7 | -1,867.2 1§ -2,617.7 ) -2,638.3 ! -T,001.9
[} ] 1] 1 )
: : ! : !
Unrequited Transfers (Net) | -285.8 | -253.8 | -232.0 ! -240.4 | -§6.2
¥ 1 1 \ 1
E — E i E
Long-Tera Capital (Het) 4,338 -38.3 } -3,803.2 } -4,172.8 ¢} -2,481.2
t [] t ] []
: : : i E
Direct Investement (Net) ! +264.3 ¢ 41449 4341 Ji8.8 218.1
1 1] § ] ]
': E : ; i
Portfolio Investaeat H - H - H 183.0 ! i51.8 | 4,331
1 i ] [] 1
i i 5 i :
Other Capital (Lomg-Tera) Nett! +41,108.5 | -183.8 ! -5,019.3 | -4,663.2 { -7,115.0
) t 1 [ 1
3 E : : T
0fficlal vo+1,092.1 ¢ -432.2 ) (-1,288.7) 1} (-1,716.5) !} {308.5)
i ] ] 1] []
1
Other ! #1400 U84 ! (-3,762.6) ) (-2,848.7) © (-6,812.4)
[} ¥ 1 ) 1
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TABLR 1.8 CONT'D -

1984

. 1988

CATEGORY Vo1 \ ' 1981
H H ) | H
: H : : :
*.:Balance on Carreat Accomnt | H o T 3 R
and Long-Tern Capital o . . Y
(Basic Balance) RS 1 {1 % B #9.5 | -1,506.8 | -3,802.86 § -4,262.1
Other Capital (Sort-Term) Net | +1,361.9 | #106.1°7 2,030.2 % 35,3214 | -3.662.1
R TEE ! R T RN RS oo
R R : : H
Balance oa Current and” | o SRS S R
Capital-Accounts Voo-402.2 -155.6. 1 - 4434 - 2168 ) 6000
] ) 1 1 ]
" Balaneing Itea . . Pooo4100.9 ) 41992 843 1. 5208 1 -440.8
! ! H H !
‘Overall Balances HERS |} B¢ #4801 -TRR ) 4159.2
] ] 1] ] []
Reserves Hoveaents? HONR X 1) B B -304.8 ¢ o -Me.1 ) 419640 -159.2
. ! ! H ! |

1)
2)

3)

Bjustuent for Balance of Payaents -
Crude 0il Zxports are valued at realised prices
Binus(-) sign indicates increase in assets/decrease in llabjlities
Plus(+) sign indicates decrease in assets/imcrease in liabilities.

Source:  CBE Annual Beports, 1985 and 1887.
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4.17% in 1983 and - 6.68% in 1984. Probably the magnitude
of the debt problem and the remote and immediate causes

are better summarised in the words of Chlef Sanusi, Deputy

Governor of Central Bank. (3)

“When the debt crisis surfaced, the desperately needed
forelgn loans to tidy over, dried up. ,

"Creditors who considered Nigeria under borrowed and wvere
eager to lend llberally durlng the o0il. boom, suddenly
became;crltlcal if not cynlcal of the polloles of a
country they had goaded into the debt trap. N

"Oon the domestic front, some of the debt problems can be
attributed to excessive reliance on external debt, and
with the eye (sic) of’hindsight,:on inappropriate fiscal,
monetary and external debt policies...........The
expansionary monetary and fiscal policies as well as the
rigid exchange rate and pricing policies pursued, led to
serious adverse consequences for the economy in the form
of domestic inflation, over valuation of the naira
exchange rate, capital flight, distortion in relative
prices, encouragement of imports‘end discouragement of
production for export and other depressant effects on the
domestic economy" (4.) 4 |

Annex II shows the external debt outstandihg at the end of
each year from 1970 to 1987. One notable development is
the appearanced of huge trade arrears beginning 1982 and
the bunching of unrefinance debts from 1983 onwards. The
sudden jump in total debt in 1986 and 1987 (in Naira term)
is explainable by the fall in Naira value in the SFEM
market.

Money Supplyvy and Domestic Debt Situation:

Tables 1.9 and 1.10 illustrate what Chief Sanusi referred
to as the "expansionary monetary and fiscal policies". The

relation- ship between MI and M2 measure the liquidity
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preference in the system. The higher the proportion of MI
to M2, the more likely that investors consider long term
investment risky and prefer staying on the shorter end of

"the market. This has a telling effect on the structure of

growth sectors in the economy.

Table 1.9

_Money Sugply

N»million

Year Currency Demand Mohey 2 as % Quasi Money
Outside Deposit Supply of 3 Money Supply
Banks MI _ , M2
1 2 3
1982 4222.4 5826.6 10048.6 58.0 6845.4 16894.0
1983 4842.8 6439.6 11282.4 59.1 8086.5 19368.9
1984 4883.5 7320.6 12204.1 60.0 9396.4 21600.5
1985 .4909.9 8357.9 13267.8 63.0 10550.8 23818.6
1986 5177.9 7927.1 13105.0 60.5 11487.7 24592.7
1987 . 6298.6 . 8607.3 14905.9 . 57.7 15088.7 29994.6
JUNE
1988 6923.5 9953.8 16877.3 59.0 18011.4 34888.7

Source C.B.N. EFR Vol 26 No 2 June 1988

-The behaviour of money supply and banking system’s credit

to the economy did not reflect much the crisis facing the
economy. MI grew steadily while aggregate credit to the
economy rose. In a situation where GDP was not growing,
but in fact declining, the rate of inflation was bound to
acceleraté, By the end of 1987 total money supply M2 was

almost N30 billion while aggregate credit was ¥42.082
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billion. The various measures introduced in 1982 to 1984

and 1985 had the effect of affecting only the supply side.

‘Shortages in consumer goods and services created an upward

pressure on prices. When SFEM came with 1ts devaluatlon

effect on the Naira, the cost of 1mported factor—lnputs

put on more pressure resultlng in a cost- push
inflationary situation.
Table 1.10
Banking System’s Credit to the Economy.
BMillion '
| Aggregate | credit to | Credit to | By | By
| credit | Private | Govt. | CBN |- Comm
| | Sector | Sector | | Banks
| I I I I
N I | g I
1982 | 21,899.7 | 11,371.5 | 10,528.2 | 8,475 |13,424.7
| o | by s0% | | |
1983 | 28,178.4 | 12,353.9 | 15,824.5 |11,591.0 |16,587.4
I | (8.6%) | by(14.0%) | o
1984 | 31,136.5 | 12,942.0 | 18,194.5 |[10,711.5 |20,425.0
| | (+4.7%) | by 3.9 | |
1985 | 32,680.3 | 13,700.2 | 18,980.1 |10,265.3 |22,415.0
| | +5.8% | 2.59% | |
1986 | 36,820.3 | 17,365.0 | 19,455.3 |16,510.8 |20,309.5
| | 26.75% | +2.5 | |
1987 | 42,082.0 | 19,817.0 | 22,265.0 |16,210.8 |25,871.2
| | 14.1% | 14.4 | |
June | I | | |
1988 | 46,953.8 | 21,856.6 | 25,097.2 |18,137.6 |28,816.2
I | |

Source C.B.N.
Vol 26 No.

2 June,

1988

Economic and Financial Review

o
PN

P
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Public Finance

Another example of inappropriate fiscal policies is
illustrated by publlc flnan01al management. Table 1.11
111ustrates this at the federal level.

Even while oil revenue"ﬁas falling, and hence its
contribution to government revenue, government expenditure
did not reduce. As a result overall deficit showed in
Federal budget 1981 through 1987. - This deficit was
financed initially by drawing down on external reserve and
then from external and internal‘borroﬁinq; Government
borrowing from domestic sources rose by 50% from 1982 to
1983. The'stringent measures of the Buhari regime slowed
it down and 1984 borrow1ng was only 14 9% ' above the
previous year 4% in 1985 and 2.5% in 1986. o

MM_MW

In spite of what has been said ngerlan economy is a
factor to be reckoned w1th 1n both subreglonal and
reglonal context." Properly developed " the Nigerian
ecohomy has the potent1a1 of.maklng all the differehce to
the economy of the whole of ECOWAS. It is probably only
Nigeria that can muster the resources and the finance to
develop certain kinds of basic industries that can link up
with, or create down stream to other industries in the
suhregiOh."éfablezl.lz brihgs”outfin'bold relief the
dominaht position of Nigeria in the sﬁbreqion.”‘In 1960
ngerla accounted for 40/ of the comblned GDP of ‘the area,
1n 1985 it had risen to' 76. 86. Although its share of
value added in Agrlculture declined from 66.72% to 63% it
galned again in manufacturlng value added from '60.3% to
77.3%. It is 1mportant to have thlS at the back of our
mind in discussing programmes that ‘have 1mpact within the

subregion.
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Table 1.11

Federaleovt. Finances 1982-1985
¥Million
1982 1983 1984 | 1985

.Revénue o |

.Tot.Fed.Col'ctdl10,143.9[10,811.4|11,738;5|15,041;8
F.Retained Rev | 5,819.1| 6,594.6| 7,811.9|10,370.1

| I
Expenditure |
Total Expend.
Recurrent "
Capital "

Fiscal Balance
Recurrent Exp.
Overall

I
|
I
I
I
I
|
I

Financing
Net Exter.Loans|
Inter.Loans of |
~which The Bank-|
ing System |

CBN |
Comm. Banks |
Non Bank Public|
Other funds

I I
! I

+313.1|+i,315.8|+1,739.4|

263.5|
3,402.0|
|
2,989.2|
1,975.9]
1,013.3|
412.8|

-6,104.1]-5,070.0|-2,530.7|

I I
I I
I I
| I

1,106.9| 450.0]
7,376.8] 3,450.7|

I I
5,616.1| 3,483.8|
3,324.9| -399.3|
2,291.2| 3,883.1|
1,760.7| -33.1]

I |

|11,923.2]11,664.6|10,342.6|12,079.0
| 5,506.0| 5,278.8| 6,072.5]
| 6,417.2| 6,385.8] 4,270.1|

-3039.7

1,045.9
2,277.0

2,414.4
820.5
1,670.9
-214.4

|+2,438.6|-3,413.7|-1,370.0|-1,614.0

Source C.B.N. Several Annual Reports
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CHAPTER 3

STRUCTURE AND PERFORMANCE OF THE INDUSTRIAI SECTOR

Growth and Change in Nigerian Industry: An overview

The beginnings of industrialization in Nigeria is within
the living memory of many Nigerians. In 1950, there were
just a handful of factories that could pass as industries
- making soap, milling palm o0il, crushing palm kernel and
groundnuts, tanning leather, sawmilling, beer brewing,
bakeries - probably not more than 20 or 30 establishments
accounting for no more than 2.7% of Gross Domestic
Preduct. Talks about local sourcing of raw materials
these days, bring to mind the fact that there were mostly
based on local raw materials except for caustic soda
(soap), imported malt and flour for beer and bakeries
respectively. The combined output of these industries was
just 5.5 million pounds sterling. Today, the story is
different. ‘
According to the latest available industrial survey by the
Federal Office of Statistics, there are today over 2000
industrial establishments employing 10 or more persons.
The total employment of these establishments in 1980 was
453632. Gross output in current 1980 prices was ¥10.24
billion with a total manufacturing value added of ¥5.3
billion. Table 3.1 is a summary of these developments in
1980-1983. The range of goods produced has greatly
increased, from bread and magarine to books and motorcars,
from office pins and filing cabinets to mild steel rods,
carbon black and linear alkyd benzene. A large number of
consumer goods can now be manufactured or assembled in
Nigeria. And yet, in spite of such apparent impressive
figures and array of goods, its contribution to GDP is no
more than 7%.
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3.2 Stfuctural Characteristics of Nigerian Industry

A closer study of Table 3.1 however reveals certain

structural characteristics which show up the weakness of the

industrial sector.

Input Structure: Qné. of the characteristic

~ weaknesses of Nigerian industry is its dependence on

imported inputs. As can be seen from Table 3.1,
imported raw material cost as a percentage of total

; raw material cost was as high as 60% in the
 Agro-based subsector, 67.1% in the chemical based

industries. 73% for iron and steel, with the

1 assembly plants showing an import content of 80% and

above. With this type of exposure, any serious
imbalance in the external trade sector, sends shock
waves into the manufacturing sector. Since the

present foreign exchange  crunch; a number of

companies have tried to source their raw materials
locally. According to .a recent survey by the
Manufacturers Association of Nigeria, not much
change has occured; (see Table 3.2) the Fodd
Beverage and Tobacco sub sector’s imported input
came down to 34% while chemicals sector still
recorded 68.5% and Motor Assembly 78.3%.
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74808 3.1

Bstablishaeats Qaployees  Gross Value Added blal laterlalv Inported - Inported
Responding Oatpat Cost Sav Eaterlal  Raw Naterial
To. "', 1000 ] §000 57800 % of costs
Bakery Products 1 S 11,421 336,630 128,505 194,435 §1,214 2.5
Other food Products | , ' lﬁ 2,188 1,040,515 518,154 426,1}8 292,438 68.6
ilcobolic drinks (maialy beer) 2} 14,439 865,111 684,384 143,548 §9,266 4.3
Soft driaks 2 ' 4,85 146,460 83,823 55,925 48,187 81.3 ~
Spimning, weaving B * 45,768 835,523 383,499 361,199 276,862 12.8 il
Other textiles and finishiag 16 16,502 352,548 167,182 161,028 118,505 n.6 7
Tanaing leather, footwear n 1,801 113,189 - 43,875 44,978 16,762 a3
Sav aflling , 183 19,233 n4an 144,913 131,228 v 48,387 3.9
Bureiture aoz-setal 175 11,857 168,384 §6, 431 105,438 4,10 Q.5
Other wood and paper product ] §,760 140,817 41, 94,338 68,132 12.9
Inill.llnz:hlgﬁd ; 1.221 166.450  L.368.450 2.251.841 1.138,251 L8420 §0.0
Soap, detergeats, toiletry il 1L 632,880 320,281 208,736 131,214 §2.9
Petrolean refineries § 4,631 1,129,112 637,014 o 51,85t 46,531 38.6
Plastic products 8 10,232 285,936 99,170 113,313 153,087 81.0
Cenent, lime, plaster 4 5,228 303,729 128,316 135,875 §2,881 4.2
Bon-netallic aineral 6 11,041 185,016 74,122 86,00 33,85 3.4
Other chealcal - 82 14,096 417,814 231,831 145,809 55,m 65.3
Other chenjcal based (118 SLA0 3017087 L.S4L340 01,685 S3L.881 L1
Ixnl_lnd_lis:l i 2!.1!1 146,068 | -12.186 118,542 31,068 3.4
Structural aetal 61 - 19,412 236,902 108,688 111,522 C 14,535 §6.8
Tabricated metal 58 13,131 416,087 184,048 202,389 164,12¢ §i.1
Nachinery and equipsent = 13 4,085 128,643 80,544 63,288 52,588
Botor vehicles agsesbly,
bodies end parts 1t ] “ 11,680 1,295,478 134,422 457,388 - 407,758 82.6
Bardware, netal faraiture 58 7,58 139,998 §6,679 66,405 45,862 70.6
Qther engineering buged 208 .45 2L LIB4a8 §40.908 148365 18.3
Printise and publications 161 20,128 6218 15334 4,360 35,068 844
Others/ 56 16,140 214,657  120.52¢ 143321 138.222 8.1
Total 2,112 322,396 10,256,186 5,225,47¢ 3,867,146 2,585,817 §7.9

Source: UFederal 0ffice of Statleties/USDP




Table 3.2

SOURCING OF RAW MATERIALS BY SECTORS

SECTOR JAN-JUNE 1987 JUNE 1988
Foreign Local Foreign Local
% % % %
1.{ Food, Beverage &
Tobacco 34.8 65.2 42.0 62.7
2.| Wood & Wood Products
including Furniture 22.4 77.6 N.A. N.A.
3.| Non-Metallic Mineral
Products 23.5 76.5 11.6 88.4
4.| Textile, Wearing
Apparel & Leather 47.6 52.4 47.5 52.5
5.| Chemicals &
Pharmaceuticals 68.5 31.5 63.7 36.3
6.| Domestic & Indus.
Plastics & Rubber 79.4 20.6 47.0 53.0
7.| Basic Metal. Iron &
Steel & Fabricated
Metal Products 50.3 49.7 60.3 39.7
8. Motor Vehicle and
Miscellane.Assembly 78.3 21.8 N.A. N.A.
9.] Electrical & ‘
Electronics 80.7 19.3 N.A. N.A.
10.| Pulp, Paper & Paper
Products 60.1 13.7 84,7 15.3
Average 54.6 42.8 50.30 49.70
Source: Manufacturer’s Association of Nigeria.

This import dependence is even more noticeable within
each subsector. For example while it is 29.5% for
bakery products, it is 87% for soft drinks; 97% for
plastics and 89% for refineries. However because of
incompleteness of surveys, and certain statistical
inconsistencies one has to treat these figures with
some caution. On the other hand, the low level of
capacity utilization as a result of shortage of
- foreign exchange only serves to confirm the degree of

dependence on imported inputs.



Output Structure: The high import dependence is in
turn the result of a low level of development of the
intermediate goods industries. In 1971/72 consumer
goods industries accounted for 70% of total MvA, IN
1977/78, this still recorded 67.3% and in 1984 almost
80%. The weakness of the Intermediate goods sector,
as well as the capitalk goods sector is quite
apparent. Since there is virtually'no engineering
industries, it meant that every new industry had to
rely on importation for its capital goods and spare
parts. It will be noted that the agro-based and
forest resources industries contributed very little
in the intermediate goods sector, which indicates the
underdevelopment of agriculture as source of raw
material for industry. From Table 3.3, it can be
seen that Basic metal’s and Basic chemicals, the real
foundation of intermediate and capital goods
industries were up to 1984 still at a very low level
of development. As will be shown below, some of
these were planned for but somehow never got off the
ground in time enough to make the needed impact.

Size, ownership and Employment Structure: The
introduction of the Nigerian Enterprise Promotion

Decree in 1971 (amended 1977) gave a lot of
opportunities to Nigerians to acquire the enterprises
in the first schedule and up to 60% and 40% ownership
in those in the second and third schedules to the
decree respectively. However as can be seen from
Annex III, the schedule 1 enterprises tended to bunch
on the small scale end of the manufacturing spectrum
- bakeries and bakery products, textiles and wearing
apparel, wood and wood products including furniture,
printing and paper products. Out of a total number
of 2287 establishments in 1980, these small scale
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“TABLE 3.3 _
. -Subseetor . . . 1911/12 1971/18 188t 1884
- COBSEMER GOODS - ' : . ‘
_Tood, Beverages, Tabacco ¥ 26.% 2.8 2.1
Textilés and Wearing apparel  18.0 14.6 8.1 15:2
-Leather goods and Tootwear 0.1 1.2 0.7 2.5
Paper products Printing 4.5 5.2 35 5.2
" Rubber and Plastic 2.3 ] 4.9 3.0
:Pottery, China (other noa ‘
durable goods glass etc) 6.2 10.2 0.9 0.6
Wood and setal faraiture 2.1 38 N 6.8
1.V. and Radio sets - 0.8 0.9 1.0 1.4
_ Pharaaceuticals - - 9.2 8.4
Petroleun Products - - 8.5 5.0
IETERMEDIATE GOODS
Cheaicals and Paiat 11.5 1.9 2.3 -
Leather Tanniag 0.4 0.4 - -
~ Tyres and Tube! 2.4 1.8 - -
Sawsilling 2.1 1.8 - -
Building naterials kR | 4.9 - -
Other iaternediate 8.9 8.1 - -
CAPITAL GOODS
Basic aetal & Products - - - 1.6
Machinery and Equipmeat 0.2 3.5 0.1 0.0
Transport Equipneat 0.4 1.0 19.81 44
Fabricated metal Products 0.1 4.0 4.5 6.9
- Other Capital Goods - - 3.1 8.3

Sources: Federal Office of Statistics, Industrial Survey of Nigeria
1980-83 and World Bank: NIGERIA: A Review and Analysis of the
Iedustrial Incentive System 1883.

1. It would appear that Tyres and Tubes were included under
Transport and Iquipment in 1981.
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industries account for 1489 or 65%. If one includes

Other Non-Metallic Mineral Products (which includes a

lot of block moulding industries) ‘the percentage
rises to neaily“7d%. These same subsectors also
accounted for 281305 of industrial employment out .of
a total of 448130 or 62% of total employment. This
is indicative of the existence of large 1local
entrepreneur class which if prbperlY“nurﬁuredvinto
small and medium scale industries could make a lot of
difference in industrial output industrialldispéréal
and employment. Although the Nigeriah Enterﬁrise
Promotion Decree has largely been implemented, there
are no reliable data as to what percentagé ‘of
industrial investment are now in Nigeria hands."ﬂut
from complaints voiced by some foreigners, it would
appear, that limiting the level of equity holding in
companies is one of the factors discouraging foreign
investment in flow. Now that the new policy has
largely removed that impediment, it is hoped that
many more will now respond to the new dispensation.

Geographical Distribution: The distribution of
Nigerian industry is 1largely a function of
availability of infrastructures to sustain industry.
Hence one of the observed facts is that there>is a
high concentration of industries near the coast, and
along major highways where there is a conjuction of
access road, electricity, easy communication and
nearness to a major port or transport mode. This
accounts for the following areas showihg a high

concentration of industries - (1) Lagos and greater

Lagos extending into Ogun State (2) Ibadan-Oyo

.expressway (3) Warri-Complex (4) Port Harcourt-Aba

complex (5) Kaduna-Kano complex. During the earlier
period of industrialisation, Federal and Regional
Governments created industrial estates served with



roads, electricity and in some cases water. But
since the Seventies, only few states have attempted
to develop industrial estates, hence their inability
to attract industries.  The cry for industrial
dispersal would have been better served if state
governments were assisted to develop . full fledged
industrial estates in state capitals and a few of
their major cities and towns. However nearly all the
state capitals have become new.grow  areas in order
to take advantage of the infrastructural facilities
available in and around capital cities. There is
however a lot of industrial activities of the micro
or cottage scales in the rural areas. Because these
are usually not included in industrial surveys. Many
people who drift to the towns to look for jobs learn
their skills in these micro/cottage industries. The
recently launched National Directorate of Employment
(NDE) Self-employment scheme has helped to create
more of such micro industries. They can become a
major source of increasing industrial output and

employment.

Technological Aspects: Along with the problem of

import dependence in terms of inputs, there is also a
technological dependence because of the absence of
engineering industries. Although this was realised
quite early and the Second and Third National
Development Plans included some engineering projects,
these have either not come on stream or requires
further boost to make the necessary impact (e.g. the
Oshogbo Machine Tools Industry). At present the
automotive industry accounts for more than 70% of the
value added in the engineering related industries.
For most Nigerians, the process of setting. up an
industry consists of shopping for contractors who
will buy install and commission the factory. Even



- most:government projects are executed on a "design
and construct" basis with the result that the
Nigerians who will be called upon to run the
factories never get to know the details of the
blueprint of what they are running. Ability to
adapt, copy or develop new machines depends on having
a reservoir of scientific knowledge and technical
skills needed for designing, erecting, commissioning
and maintaining the machines and these are the type
of skills that many companies say are lacking.

To summarise, the industrial scene is characterised
by:

(a) a preponderance of 1light consumer industries
using low level technologies.

(b) a heavy dependence on imported inputs and
imported technology.

(c) a low level of intermediate goods production
which in turn means a low level of inter sectoral
linkages.

(d) there’s virtually no real engineering industry.
Neither the automotive nor the steel industries has
provided the expected spin off in this area. How did
Nigeria develop such a lopsided industrial structure?
To understand this one needs to look at the various
development plans and the type of economic and
industrial policies pursued. :

Industrialisation Policy before Independence:

As far as the British colonial government of Nigeria was
concerned, the territory was to be developed to supply raw
materials to the factories in the United Kingdom. Even
after the World War II, when it had become apparent that

:\
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African peoples were moving inexorably towards national
independence, the Ten Year Development Plan of 1946 - 1955
did not envisage any real industrialisation programme. Any
industry that developed would be just an attempt by private
capital to pursue a worthwhile economic activity. So
companies ‘like (U.A.C.) United Africa Company, Lever
Brothers, P.Z. found it cheaper to carry caustic soda to
the palm o0il to produce soap for the Nigerian market than
the other way round; to crush the groundnuts and obtain oil
rather than shipping out the nuts; to make the plywood in

‘Nigeria rather than ship out unsawn timber. Hence the early

industries were in these areas. Beer and soft drinks were
little luxuries for the emerging middle class, so they
estabiished those too. There were of course rural crafts
and domestic production of tools and implements of rural
husbandry - cutlasses, hoes, diggers, axes and other
iron/steel based "capital goods" produced with the age-old
technolbgy of the blacksmith. These were not
"industrialised" although there was a real need for industry
to supply these ’capital goods’ to agriculture. Crocodile
Matchets Company in Port Harcourt was a late development.

Industrialisation since Independence:

The first development Plan 1955 - 1962 was a carry over from
the Colonial Ten Year Development Plan. Under it more of
the 1local resource based industries to supply the 1local
market were developed - soap, soft drinks,
tobacco/cigarettes, milling of o0il seeds, bakery,
confectioneries etc. It was during this period that the
African Timber and Plywood Industry came into being. The
classical theory of industrialization then was that newly
industrialising countries had better start by studyinq their
imports and try to substitute these by local manufacturing,
beginning from simple consumer goods to more complex
consumer durables. What is lost on import duties on those
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‘ 1tems could be regained by exclse tax and corporate proflt
L tax. . Capital goods and even 1mported raw materlals were
‘allowed ln w1th minimal or no. duty, whlle the 1ndustr1es
themselves .were protected by high tariffs' as "1nfant
1ndustr1es" B Empha51s was no longer necessarily on us1ng
local raw, materials .as seeing something called an 1ndustry
,in:avfactory.v‘w :

‘,The First Natlonal Development Plan 1962 68 largely followed
the above pattern, empha5151ng 1mport substitutlon. Since
the early post 1ndependence governments did not have much
,_money, ‘1nvestment 1n industry was left largely' to. the
foreign domlnated private sector. However, a number of
._1ndustr1al concerns were started under the sponsorship of
. the. federal and regional development boards. Industries
ilike kthe West African Portland Cement Company, ngeria
Cement Company (ngercem) Nkalagu, Nigersteel (making steel
__rods from scrap), Cocoa Industrles Lt4d, Golden Guinea and
_'Top Brewerles all belong to this era. Empha51s was also
-.placed on 1ncrea51ng local production of the raw material
'base of _some 1ndustr1es in the private sector - groundnuts,
hides and skln, palm oil and rubber estates etc,

The Second National Development Plan 1970-74 retained the
basic philosophy ofiimport’substitution, but also made a
bold decision to shift emphasis from private sector 1led
_1ndustr1alisatlon to more involvement of the public sector
in the direct productive sector of the economy. Also, the
planners noted that althouqh the policy of import
,substitution had earned rich dividends (growth rates of
15-17% over the period was achieved, total MVA more than
doubled from 40.5 million pounds in 1958 to 112.9 million
pound sterling,in,1957) (5), it had also produced some
unintended consequences; thus:

S,

e
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"as the country s manufacturlng consists mostly of
‘goods to flnal consumers 1mport—subst1tutlon .
bbrought in 1ts wake ‘a rlse 1n the 1mportatlon of
Uraw materlals, 1ntermed1ate and capltal goods. ‘The

'_ manufacturlng sector has thus become highly |
'dependent on 1mport "(6)

Further, the planners noted that Nigeria’s’manufacturing had
achleved a very low level of :Lnterdependence which had
serlous '1mp11catlons for the structure of industry and
employment. Government therefore decided that "The answer
lles 1n the upgradlng of local production of intermediate
and capltal goods for sale to other industries." (7) To
achleve this, the follow1ng 1ndustr1es were planned for the
public sector:

- pulp and paper mill

- Chemical complex to produce Caustic Soda

pvc and Polyethylene

- Nitrogenous fertilizer plant

- salt Refinery

- Iron and Steel mill

- Passenger Car Assembly.

Also as a matter of public policy, the follow1ng 1ndustr1es
were reserved for effective direct public sector control, by
stipulating that the government was to hold at least 55% in
each of: '

~ Iron and Steel basic complex

- Petro~-chemical complex

- Fertiliser production

- Petroleum products.
Generally it was thought that the establishment of such
industries would create the much needed 1linkage with
agricUlture, the linkages within industry and with services
such as education, health and transport. A plethora of
'promotional institutions were created to assist private



investment efforts. By the end of the plénkpefiod; none of
the big government sponsored intermediate goods industries
had been created, downstream private ones that were
established in anticipation of the Government upstream ones
were thus left in the lurch and to depend on imported
inputs. Some one summarized the probiem of public sector
industrialization of that period thus:

"Long delays in decision making, politicisation of
choice of location, lack of deeper understanding
of business practices among the bureaucrats who
have to negotiate on behalf of government - these
encourage the foreign joint venture partner to
reckless over-shooting in the mark-up on costs of

initial investment". (8)

Quite apart from this tendency to build in the cost of delay
into initial investment, often the negbtiations could go on
interminably without coming to fruition. Eventually by the
time a decision was taken to embark on the project, all the
parameters in the feasibility calculations and sometimes
technology would have altered radically. This happened in
every single case listed above. None of the projects came
on stream earlier than ten years after, some are yet to
come on stream. In the circumstance, the private sector
continued along its own path of easy manufacturing via
import substitution.

Industrialisation under the Third National Development Plan
1975 - 80 shifted emphasis to heavy industries for the
public sector but basically maintained the philosophy of
public sector led industrialization, thanks to an increasing
0il revenue, it was then said that "money is not the
problem". As a result more heavy industrial investments
were planned. But in the middle of the plan period, the

first o0il crisis developed and money did become a problem
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along with lack of executive capacity to foréstail the
attempt to restructure the industrial sector and put it on a

firmer footing.

Howeﬁer, during this period work on the steel and
petrochemical industries took off. But so also was the
growth of more import dependent industries pandering to the
tastes of the nouveau riche. The structure of tariff was
such as to encourage import of capital goods and raw
materials rather than encourage the search for 1local
sources. Besides, an over valued naira made such imported
inputs cheap vis a vis 1local substitutes. This also
affected agro-based industries in a different way. Because
of the low prices of agricultural produce, farmers were not
encouraged to produce either for export markets or for local
processors. lBesides, smuggling posed a lot of problems to
local industries. These conditions persisted durihg the
Fourth Plan period leading to the structural weakness of the

sector as exists now.

Performance indicators of Nigerian Industry:

Since the 1980s manufacturing activity has not been doing

very well. Table III shows a drop in almost all the
aggregate figures between 1980 and 1983. Total number of
establishments declined from 2315 to 2112; total employment
dropped 29% between 1980 and 1983 from a total of 453,632 to
322,396. Gross output in real terms stood at ¥10.2 billion
in 1980, increased to N12.6 billion in 1981, down to ¥8.88
billion in 1982 and rose again to ¥10.15 billion in 1983.

Annex IIIA shows the table of Index of production. This
again shows the same trend, a general decline in
manufacturing production since 1982 reaching its 1lowest
point in 1984 and thereafter showing signs of recovery
though not to the same level as 1982. The only areas of



‘growth are in Beer and Stout brewing and refined petroleum
production, all the other industrial sectors are far below
their 1982 level. ‘ B I

This decline in manufacturing output can be attributed to
the foreign exchange crunch which compelled government to
restrict all imports including raw materials and spare
parts. This across the .board restriction affected
industries badly. Similarly, the racket over the
administration of import licences which had earlier been
introduced as a means of ratiohing scarce foreign exchange
did not help‘matters at all. But since 1986;'and especially
since the deregulation of some trade policies e.g.
abolishing of import licences and the establishment of a
foreign éxchange market, there has been a marked improvement
in the allocation of foreign exchange to the manufacturing
sector. As a result capacity utilization which had fallen
below 30% in some respécts has improved marginaliy. Annexes
IV - VI show the sectoral allocation of foreign exchange
since the FEM market was established. The industrial sector
has consistently received more than 50% of the available
foreign exchange. Table 3.4 shows the modest changes in
capacity utilization between 1987 and 1988 - attributable to
the enhanced access to foreign exchange by the industrial

sector.

However the real issues about structure and performance of
Nigerian industry are beyond increasing capacity utilization
of existing industries. The burning issues should be the
total performance of industry in the economy, in addressing
the needs of soceity, in reducing

the dependence of the economy on imports, in helping to
improve the productivity of agriculture and so on. These
require fundamental structural transformation which Nigeria
has to deal with now. | -
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Table 3.4
Capacity Utilization by sectors
(%)

- Sector . ~July-Dec . Jah—Jﬁné“ ‘Jﬁiy—Dec
1987 1988 1988
Food, Beverage, Tobacco 44 , 33.62 ’ 42.0

Wood and Wood Products
inc. Furniture ‘ _ N.A. N.A. N.A.
Non metallic Mineral

Products 42.01 | 62.0 58

Textile & Wearing Apparl 46.44 ~ 30.0 33.0

Chemicals & Pharmaceuticals  30.51 | 38.0 45.0

Doméstic & Industrial

Plastics and Rubber 39.38  30.0 38.0

Basié Metal, Iron, Steel , ,

& Fabricated metal 26.65 25.0 30.0

Motor Vehicle & Misc. |

Assembly N.A. | ~N.A. N.A.

Electrical & Electronics 22.24 N.A. N.A.

Pulp, Paper & Paper |

Products ‘ 40.11 27.0 37.0
Average 37 35.12 40

Source: Manufacturers Association of Nigeria.
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Problems and Constraints of the Industrial Sector:

Over the years a number of problems and constraints have

developed that impacted on the growth and performance of the

industrial sector. These can be classified into three main

types (1) Those that have to do with the restrictive and

uncertain policy environment (2) those that have to do with

the inadequate infrastructural support and (3) some purely

adninistrative inconsistencies and bottlenecks.

1.

Restrictive and uncertain policy environment: As
will be seen later, with the onset of the oil crisis
in 1978, the government in an attempt to contain the
problem adopted a number of restrictive measures
including - import licencing, adjustment upwards of
customs tariff, prices and incomes policy that put
controls on factory gate prices and generally raised
excise tax. Apart from these, there were other
restrictions to entry into the industrial sector; one
had to apply for a business permit, approved status,
pioneer status, etc and then wait endlessly or make
visits to the ministries to ’‘check up’ progress. But
more important was the uncertainty about the policy
environment. Each successive government started by
dismantling or ignoring what the previous government
had done. Every new budget put industrialists on the
toe of expectancy, because invariably either the tax
regime, the tariff regime or the incentive regime,

would change. One was always guessing, what the

government would do next which increased the risk of
making any long term investment decisions. As a
result many Nigerian entrepreneurs prefered going
into areas where there were quick prospects of making
money - trading, contracting, real estate - than go
into long gestating fields like manufacturing.

&



Inadequate infrastructural support: Although the
government had made heavy investments in improving
facilities such as generating power stations, road
construction, telecommunications, the demand was
always outstriping the capacity of the agencies to
supply the services. Coupled with this, is the
observed inefficiencies in the operations of these
parastatals such that industry could not expect any
reliable service. Many firms had to resort to
creating their own makeshift solutions - standby
generating sets, boreholes, roads, radio-links etc.
All these add to costs, making the cost of production
in Nigeria quite high. The inadequate infrastructure
was already a major source of under utilization of
installed capacity, before this was exacerbated by
shortage of foreign exchange.

Another aspect of this 1is the institutional
infrastructure for assisting the industrial
development, especially those that had to do with
manpower training and skill development. Although
there were many polytechnics and more recently,
Universities of Technology, there has always been
shortage of skilled local man power and experienced
management personnel. The lack of this technical
competence has meant that opportunities requiring
high level technological skills could not be
exploited unless with foreign input. Hence there is
hardly any manufacturing outfit with an appreciable
level of sophistication that has not got foreign
technical partners. Foreign personnel can be quite
expensive in terms of salaries, housing and other
fringe benefits to attract them in the first place.



3. ' Administrative-inconsistencies :and bottlenecks:: '

Y A" humber-‘of ‘industries interviewed pointed out the
"“various points at which an entrepreneur or investor
“has’'to interface with government officials

-~  Applying for Business permits
’4*”f’AprYing“fOr\répatriatibn'of-dividends,~Fees and
‘Royalties :

- ' Obtaining certificate of compliance with the
' Indigenisation Decree o
- ‘Claiming Duty drawback etc

These often involve frequent visits by the investor
to several ministries and government departments.
Invariably, there will be delays and unexplainable
tardiness to process the papers. Also it was not
uncommon ‘to find rules which tend to negate other
worthwhile objectives. For example, the Land Use
Decree 1978, introduced a requirement that no one can
use land as collateral without the consent of the
Governor of that State. It is not exactly clear why
this provision is necessary, especially if the
company already has a certificate of occupancy signed
by the same governor, and the land is not in any way
encumbered. However, the real complaint is that not
only have state governments seen it as a source of
revenue, more often than not, getting the consent has
created its own bottleneck which can- hold up a
project for months on end and in some cases, years.

‘Similarly, until its abolition in 1986, the
requirement for 1locational approval was another
source of complaint, because that too could mean six
months to one year delay.
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' CHAPTER IV
'REVIEW OF INDUSTRIAL PLANNING AND INDUSTRIAL POLICIES

" 4.1  Evolution of Nigeria’s Planning System

'Nigeria was drawn into national planning as an

‘épprdéch“toideVelobment by the Labour Government in
'the United Kingdom, which in the immediate post World
War II éra, éought to better the conditions of their
erstWhile colonies. It was that government that
established the Ten-Year Plan of Development and
Welfare for each of the colonies. The planning
process was top-bottom, paternalistic and highly
centralised. The plan was put'together by'senior
officials of the colonial administration of Nigeria
" and ratified by the Secretary of State for the
colonies. At the end of that period, another, the
1955-60 Economic Development Plan was drawn up
‘ foliowing 'a Mission Report on Nigeria by the
International Bank for Reconstruction and Development
“(iBRD) 1954. On the recommendation of that mission,
a National Economic Council (NEC) was set up"to

provide:

"a forum in which the Federation and the
Regions might meet to discuss the many
economic problems common to each,
notwithstanding their seperate constitutional
functions, and such of their development
policiésbas may have consequences reaching
beyond their respective constitutional
'Spheres"; >(2nd National Development Plan -

Nigeria. P.7).
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Members of the NEC were ministers representing their
respective governments. In 1958, the NEC set up a
technical committee known as the Joint Planning
Committee (JPC). The function of the JPC was realiy not
planning but one of examining and reporting on matters
referred to it by the NEC, and to assist the NEC in
examining the plans formulated by the various
governments, and advising on modifications to'be made to
- them "in order that the plans together may form a
coherent whole" (2nd National Plan. P.7). The
secretariat of the JPC was given the function of
preparing of studies, reports and surveys; and the
collation, coordination and dissemination of
information. Members of the JPC were drawn from the
Federal and Regional Ministries of Trade and Industry,
Finance, Economic Planning, Agriculture and Natural
Resources, and the Central Bank. It was this body that
also put together the 1962—1968 plan after independence.

The structure of NEC - JPC had many drawbacks.
Membership was always changing depending on ministerial
and civil service postings. More importantly, members
attended with their plans already prepared and often
were not ready to bulge if their governments had taken a
definite stand. It was like trying to integrate the
plans of four separate economies.

By 1968, there had evolved a central planning machinery,
partly as a result of the civil war and partly to
overcome the shortcomings of turning the NEC and the JPC
into mini-United Nations. Besides the o0ld powerful
Regions had been broken up into 12 states. The
structure that emerged is represented in chart 4.1.
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CHART 4.1
STRUCTURE OF PLANNING 1968

Supreme Military Council

Joint Planning Board

Federal Ministries States Ministries

I I I l
Economic Industries Econonomic Industry/
Planning Planning Trade

The Supreme Military Council included the Service Chiefs
and Military Governors of the States. The Joint
Planning Board was made up of:

- Permanent Secretary of Federal Ministry
of Economic Development as Chairman.

- Director Central Planning Office

- Chief Statistician, F.O.S.

- Director, N.I.S.E.R.

- Director of Research, CBN

- Federal Ministry of Finance

- Permanent Secretaries of State Ministries
of Economic Planning.

It was a body like this that presided over the making of
the 2nd, 3rd and 4th Development Plans. The difference
in these ones is that they now adopted a holistic view
of the economy and tried to plan for the whole economy,
but quite often they ended up with a programme of public
sector programmes, with indicative figures for the

private sector.



Review of Industrial Planning System and Policies in
Nigeria o o R

Industrial planning was done within the context
described above.  Usually the Federal Ministry of
Planning would issue guidelines'which set macro economic
targets, reviewed the state of public finances and
determined what was likely to be available. Within
that, it would set out priorities of the economy, and

~even within each sector of the economy where the

emphasis would lay. Ministries and states were then
invited to submit their plans following these
guidelines. Up until 1984, there used to be in the
Ministry of National Plannihq ’as it Waé‘ called, a
division that dealt with the industrial sector; and
within that division there were deparﬁﬁents and sections
dealing with subsectors 1like Agro Allied,
Petro—Chemicals, Engineering etc. At the Ministry of
Industry 1evel;‘there were also planning departments
specialising in Projects, Poliéy and Planning,
Industrial Development Coordination and Inspectorate
Divisions. |

Initiatives for projeCts could emanate from the Federal
Ministry of Industries, from a sponsoring ministry or
parastatal or from the Ministry of National Planning.
The function of ensuring consistency of the plan is that
of the Planning Ministry. Thereafter eupervision of
most public‘ sectors industrial projects is by the
Federal MiniStrY of Indﬁstry; o A |
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- Review of Industrial Policies

Economic and Industrial‘® Policies: The
development of industries ‘are affected by the
general economic policies of the government as

‘well as the specific policies meant to induce
“the development of industries. So one cannot

discuss industrial policies except in context of
the overall objectives of development and the

‘-macro economic policies sustaining them -

fiscal, monetary, —incomes, population,

‘indigenisation and even “foreign economic
policies. ~ Therefore ‘this  section of the

discussion will be on two levels - (a) macro
policies in the recent past as they affect

¢ industrial development and (b) policies specific

to industrial develcpment.
Macro-economic' Policies

Fiscal Measures have been used in two respects

- to improve - or. manage fiscal and external

"balance and to provide incentives to attract

foreign investments, or to direct investments
into specific areas. - In the years before the
0il boom, fiscal policy was dictated more by the
financial requirements of the government than
anything else, although the period 1960-70 also
saw an array of Jlegislation giving fiscal
incentives to investors  in industry (see Annex

" VII). . The - period  1970-74' (immediate post

.civil-war) ‘was one of: tight fiscal policy which

loosened as the oil money: started flowing. The

‘general objectives ‘of fiscal policy as spelt out

in the 2nd plan document ‘weres:. .



"to make available for financing economic
development the maximum flow of material
resources consistent with minimum consumption
requirements;

"to maintain reasonable economic and price
stability in the face of inherent
inflationary pressure; and

to minimise existing inequalities in wealth,
income and consumption standards which may
tend to undermine production efficiency,
offend a sense of social justice and endanger
political stability". 9/

In pursuance of these, and especially the second
objective, the government 1imposed the
Adebo-wage-freeze, 1liberalised imports, imposed
price controls through the Prices, Productivity
and Incomes Decree, Rent Controls and engaged in
direct importation of essential commodities
through the Nigerian National Supply Company.
The fall out of these policies affected
manufacturing industries. The price controls
created artificial scarcities which 1led to
direct imports by government to compete with
local manufacturers. Liberalisation of imports
removed effective protection for industries that
needed it. But the most telling effect was on
agriculture whose prices could not compete.
Soon there were no agro supplies either for food
or raw materials. When the Marketing Boards
were reformed, it intervened to increase
producer prices which only affected the cash

crops for export.

T
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During the preparation of the Third plan
1975-80, there was still the euphoria of the
increased oil revenue, and government expected
it to continue rising. . Fiscal policy was
therefore directed to reduce inflationary

pressire’ expécted from excessive public and

private spending. So it was planned to continue
the price controls, the further relaxation of
administrative controls on imports, and "to
encourage domestic industries, efforts will
continue to be made to offer reasonable tariff
protection to bonafide infant industries on a
selective basis". 10/

Unfortunately this policy of 1liberalisation
could not be sustained in the face of the
collapse of the world oil market in 1978. From
1978 through 1979, there was a series of fiscal
and monetary measures aimed at curtailing
imports. As the country was facing continued
dwindling resources, fiscal policy once again
was directed towards increased domestic
production and enhancing the 1long term
productive capacity of the economy. However
from year to year, the tariff laws changed so
often, that it was not easy to determine the
rationale of having tariffs. Reform was
necessary which has now come in the form of the
Customs and Excise consolidation Decree 1988.

Monetary Policies: The period 1962-68 was a
learning period for Nigeria’s economic
managers,the Central Bank of Nigeria (CBN)
having been newly created in 1959. 1Initially
the objective was to create confidence in the
Nigerian pound through prudent financial

W
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management. . .Credit ‘guidelines to banks,

sinterest ‘rates rand liguidity - ratios were the
ronly 'tools available to the .young CBN. In 1962
. the' Nigerian :pound was delinked from sterling

Y andwits valueiredefined .in terms of gold. Until

1867, there: was no foreign exchange restriction.

“:However, :by 1975, ..when: the o0il money was

: flowing, :“monetary  policy was directed at

s reducing the 'excess 'liquidity in the banking

system due to ‘low borrowing by the government.

c::Credits: were- liberalised . in favour of the

cindustrial .sector and this allowed the expansion

noted in industry during the seventies, and also
assisted the implementation of the

‘indigenisation policy.': But by the 80’s the

policy shifted to tight money policy which is

‘now affecting industrial expansion adversely.

Another

.-aspect of macro economic policies that affect

. .industrial development is the incomes policy,

.especially those relating .to profits and
dividends... The policy on profits and dividends

. was: originally directed mainly. against trading

firms.: But when the government arranged to

import the so-called "essential commodities"™ in
order  to depress excessive priceé charged by

importers; ~ or to. alleviate .shortages, it

s unwittingly: created unfair competition against

local resource based industries. Industries

“- . that: suffered most during this period (1975-84)
' ~are cement industries, clay and: tile industries,

" sugariindustries, milling (flour) industries and

“i7vegetable::0il. industries.. -On .the other hand by

~ 4% 1dmiting : the: level -of. . .dividend that can be

tradeclared:or: paid,:.a disincentive to invest or



expand was created, and this stunted growth. 1In
the end; 'a rational and equitable distribution
of incomes was not achieved. The agency that
was created to administer the policy - Prices,

"“Productivity and ‘Incomes Board (PPIB) -
' concentrated most time on'the supply side of its

“assighment and ‘spent most of the time trying to

control prices and chase dividends. Not much

' 'was done on increasing productivity and here was

U alzsg

the crux of the matter:: to achieve relative
price stability, the nation just had to produce

“more and more. Solving problems of scarcity by

importation only creates 'its own problems -
imported inflation and economic dependence.

Industrial Development Policies

If there is one’' thing consistent in Nigeria’s

" planning ‘it is ‘the objective of supporting
‘industrial development.  With very 1little
~amendments these can be summarized as follows:

(1962-68)

- to stimulate establishment and growth of
industries which contribute directly and
“* materially ‘to economic growth

&~ ‘to enable Nigerians participate in ever
" increasing extent in the ownership and

" 'operation of Nigerian industries
Ve to broaden the base of the economy and
< thus minimise the risk of ‘over dependence

" on imports

Y= to'géctire full ‘employment “for the people
ULTLET o “make” “the fullest: use ‘of available

'resources’



(70-74 additions)

- promote even development and fair
distribution of industries geographically

- ensure rapid expansion and
diversification of the ‘industrial base of
the economy ,

- promote export-oriented industries as a
means of diversifying foreign exchange
earnings base.

- encourage industries that create linkages
in the economy

(75-80 additions)

- liberalise industrial policy to attract
indigenous and foreign entrepreneurs into
manufacturing

- increased self reliance in the supply of
industrial products and factor inputs

- development and support for small and
medium scale industries and their
contribution to MVA;

- improve the efficiency of government
owned enterprises. 11/

In order to achieve these objectives,
governments have adopted two approaches - (i)
creating an investment climate conducive to
attracting entrepreneurs and investment into
manufacturing; and (ii) making direct
investments in manufacturing by establishing
publicly owned manufacturing companies.
However, this is where the problems 1lie.
Although every imaginable incentive had at one
time or the other been introduced, the problem

N
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has always been to implement them in the spirit
in which they were made. Similarly although
governments at both Federal and State levels
have literally poured money into all sorts of
industrial ventures, there is virtually little
or nothing to show for it except monuments to
forlorn hopes. Even those that were expected to
reduce the countries dependence on imports still
remain uncompleted. (Annex VII is a list of
incentives available to industries. Annex VIII
is a list of Federal Government investment in
manufacturing industry).

Administrative Aspects of Industrial Policies:

Policy Instruments for creating a conducive
investment climate involves a number of things
partly official and governmental and partly
unofficial and intangible. Positive action to
create a conducive atmosphere for investment
certainly includes the legal and policy
instruments giving various incentives to would
be investors as 1listed in Annex VII and an
efficient administrative set-up to administer
the incentives. In the past the complaint has
always been about administrative bottlenecks
which either negates the essence of an
incentive, or even prevents an investor from
thinking of Nigeria as a place he would want to
put. his money in. For example a foreign
investor coming to Nigeria to invest will have
to deal with no less than nine different
agencies and pass through eleven steps in
sequence, each of which takes a minimum of three
months, sometimes as long as twelve months to
get a response to an application. There are
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also administrative controls and restrictions
" which act as hurdles for the would be investor.
He must 'show that he had complied with the
indigenisation decree, ‘the number of expatriates
is limited to ‘the quota allowed, he needs a
permit before he can remit his ‘dividends, even
then only ‘a certain percentage of his salary can
Be‘feﬁfftéd*hoﬁe,’nbr'cén he locate his project
where economic considerations “dictate he must
‘obtaln ‘"locatlonal approval" “from an official
‘who 1nvar1ab1y does not even care about the cost
implication of competing 1locéations for an
industry.

As noted earlier, qulte apart fron
'admlnlstratlve bottlenecks, ‘there 1is the
uncertalnty about’ the pollcy*environment. Every
new administration, starts by throwing overboard
' what the previous administration ‘did. Even with
" one administration, every budget brings new
policies. Right now, the fact ‘of handing over
to civilians in 1992 creates its own
‘uncertainties. 1Investments flow to where the
policy environment is stable; and there is
reasonable certainty that rules will not be
switched midstream or without due warning.

Two examples are probably ehbuéh to show the
impact of restrictive regulatory environment on
‘potential investors. ' A ‘foreign investor is
‘expected to have a Business Permit. The main
‘objective of this requirement is to ensure that
the foreigner is a genuine investor and that the
“line of ‘business he is going ifto is allowed to

S
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foreigners. The form he fills is in eight pages
"and to be submitted in quadrupllcate, backed by
the follow1ng documents:-

1. feasibility report
2. Articles and memorandum of Association of
“his proposed - company. -’
‘3. (if already reglstered) the certificate
" of Incorporation
4. certificate of occupancy on any land
acquired for the business or lease
agreement with a landlord
5. proforma invoice for machinery (in case
of manufacturing companies)
6. evidence of source of raw materials, and
7. c¢learance from relevant government
departments/ministries (e.g. if one wants
to manufacture drugs, one must first get
clearance from Federal Ministry of
Health)

After assembling these documents, they are sent
to Ministry of Internal Affairs, and wait two to
six months to be invited for an interview!! Of
all the attachments only No. 1°'is really
necessary - even then it need not be a full
feasibility report. Why should a foreigner take
the trouble to incorporate a company, have a
Nigerian partner, acquire land, get proforma
invoice for machinery when he is not sure if he
will get a business permit? Why get a clearance
from a relevant ministry before the permit?

The second example is the  operation of
Industrial Development Coordinating Committee
(IDCC) (at least 'until 1987). .  : It > was an



inter-ministerial committee with each member
defending the ‘rights’ of his ministry in the
committee. Whatever little part each ministry
played in the investment process was seen as
little fiefdoms where power must be exerted..
" Suggestions - that the IDCC should grant say -
Business Permits - were resisted by the relevant
ministry as encroachment on the powers of
Internal Affairs. Officials were busy
neutralising each other while the investors
waited in vain.

It is against this background that one can then
see the fundamental changes that has been
introduced by the new Industrial Policy
announced later last year.

Public Enterprises in Industry:

Apart from the fact that in the 70s government had the

money to embark on industrial ventures, there were very

good economic, political and strategic
considerations for adopting public ownership as an
approach to industrial development. For one thing, some

. of these projects were so huge that no single Nigerian

entrepreneur would have had the financial resources to
embark on then. Nor would foreigners want to create
such industries in Nigeria except with wvery high
incentives. In some areas, it was therefore considered
expedient that Government should get involved so as to
ensure that Nigerians man the ‘commanding heights’ of
the Nigerian economy. Thirdly there was also the
"pump-priming" argument, and when the industry becomes a
going concern, then they could be sold to Nigerians, and
the money realised would be used to start others.
Finally, some of these publicly owned industries were

RO
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planned to provide the necessary intermediate inputs
into other industries and thus would reduce the
dependence of the latter on imports. Good examples of
these are the pulp and paper plants, petro-chemcial
plants, fertilizer plants, iron and steel mills sugar

factories etc.

It did not quite work out. Public companies proved
inefficient due to political and administrative
interference in management; some were regarded as
amenities or share of the national cake to the people in
its catchment area; others were simply poorly managed
and because they could count on government annual
subventions, could not bother about fulfilling their

function of producing.

In 1984, the government set up a study group on
industrial policy. One of its terms of reference was
"to examine and advise on the desirability or otherwise
of continued government participation in the industrial
sector." (12) After examining the background and
arguments for government embarking on direct
participation in industrial development, it came to the
conclusion that,

"the practical experience of the public sector in
the industrial field during the decade of the
seventies through to the present time has clearly
demonstrated that government is not fully equipped
to operate industrial ventures in a market
economy." (13)

The main criteria used by the study group to assess
performance were - production, employment generation,
industrial dispersal, 1linkage effects, and foreign
.exchange saving rather than the bottom line test of




‘ profit. ' ‘In‘any case, many of the government enterprises

‘failed ‘the test. ®'Among the reasons given for the poor
performance were: . L ‘

Defective ‘management - a situation were
geopolitical considerations were given more
prominence than technical competence in recruitment
of key personnel meant that the key managers were

"~ not always the best the nation:could afford. For

the same reason board members did not accord due
emphasis to economic factors in the decision making

process. "In all cases, top management personnel
- and board members (were) only birds of passage.
-They could be changed or removed by successive

governments." (14) Such high turnover the group
noted, did not conduce to any degree of
specialisation or building up of a pool of

' experience required for effective management of an

industrial enterprise.

Shortage of managerial manpower, dedicated and
reliable to carry out the objectives of public

" policy. Most people were appointed to post where

they had no technical or cognate experience.

"High incidence of ‘Dead Capital’ in the aggregate
“cost structure; this is exemplifiedlby the large
" proportion of project cost that goes into road
‘building, "new townships, custom made
‘infrastructures which have to be put in place to

serve the factory or plant. Sometimes, the initial
funds are ’‘wasted’ on these ’dead capital’ elements

‘while the ‘kernel ‘of the project remains untouched
i oruricompleted:  Iwopin Paper Mill and Ajaokuta
“i.steel Township are cases in point. =i i

P
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4. Absence of personalised accountability: :Unlike the
: fprivaté‘secﬁor“management,-ftheWpublicﬁsector
‘manager has no'Annual General Meeting to report to;

'is 'not particularly worried or interested if
‘economic  indicators show ‘losses; 'is not

' ‘particularly’ worried ‘about costs; 'his personal
survival does not depend on the fortunes of the

company.

“All these peculiar factors affecting publicly owned
enterprises are in addition to the general problems of
poor infrastructural facilities, uncertain policy
“environment and restrictive administrative policies that

“affect ‘industries generally.

Inspite of these comments, +the Study Group:did not
recommend throwing away the baby with the bath water.
Instead, it recommended that government should continue
‘to play a catalytic role by taking the lead in the heavy
industry sector, but in doing so, should be prepared to

- Use ‘available and willing private sector "investors,

technology owners or private management skills to keep
the" 1ndustr1es working efficiently.’

of ‘the Intermediate goods industries - sugar; pulp and
’péperj salt etc, it agreed with the suggestion that
capital’ structure of the companies be reviewed,
restructured and sold as going: cornicerns to private
entrepreneurs who will make them stay alive and fulfill
the functions for which they were conceived and
established in the first place.

Finally, the Group considered the consumer goods
industries in which government had a major share, but
focused mainly on the Vehicle Assembly plants for good
reason. Here again, the reason for encouraging the
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establishment of vehicle assembly plants, was to create
a bridge head into engineering industries. But due to
special conditions of the 70’s and 80’s, the country
~came to depend largely on completely knocked down (CKD)
parts rather than using one or two of the seven assembly
plants to create a growth pole into the automotive
industry.

The Study group did not recommend selling or keeping the
factories but was more concerned with how to get them to
make Nigeria self sufficient in transport vehicles.

This report has been examined in some detail because
between it and the Onosode Report, both form the basis
for the on-going privatisation and commercialisation
effort.

In its heyday, public companies did give rise to
industries. Whether in their privatised or
commercialised form, they will be run efficiently, will
depend on who buys them and who runs them. But there is
no doubt that, something has got to be done to the
regulatory environment to attract would be buyers. Even
after the exercise, that is not likely to exhaust the
issues of managing efficiently public investments that
will remain in those companies. Annex IX is a

classification of government investment to be

privatised, commercialised or for partial divestment of

shares.
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CHAPTER V
SAP AND THE FUTURE OF NIGERIAN INDUSTRY,
Overview and Antecedents of SAP

The introduction of a Structural Adjustment_Programme
was. the culmination of various attempts to contain the

"structural defects which became apparent in the economy
as a result of the 0il slump of 1981. .
- The fall in oil prices led to a dwindling of Nigeria’s

foreign reserve which fell from ¥5.8 billion by mid
-1981 (or equivalent of 4 month’s import) to under ¥N1.2
billion by early 1982. Real GDP fell by 1.9% in 1982

and 6.3% in 1983. As it became apparent that world oil
prices were not going to recover to its 1970 levels, the
~Government applied to IMF for a standby facility of $2.0

billion. After protracted negotiations, the IMF
insisted on its usual conditionalities which it saw as
necessary to restructure the fundamental disortion in
the  econony. Attempts to raise loans through
syndication by a consortium of banks also required "a
certificate of good economic health and management" from
the IMF as a precondition. To achieve this, the
Government introduced the 1982 Stabilisation Act which
brought a number of austerity measures including some of
the IMF requirements i.e. (reduction in budget and
balance of payments deficits, reduction in government
spending, cutting subventions to parastatals etc).
However, the government did not agree to a devaluation
of the naira. There, the negotiation got stalled when
the Military took over. The Buhari/Idiagbon
administration turned inward, and took some very harsh
decisions to discipline both government and people by
curbing their extravagant-life styles that depended
heavily on imports. The Buhari administration refused



to reopen negotiations with IMF, preferring austerity
and prudent economlc management to tide over the
problem. ' SR g

On assuming office in August 1985 the Babangida
administration introduced a period of Economic emergency
which was to last for fifteen months. The Economic

’Emergency Decree of 1985 granted the President wide

powers ‘to deal with the problems of the economy.” Under
it, measures were undertaken to cut wages, remove
subsidy on petroleum products and reduce government

spending. The President also, sensing the mood of the

nation over the debt crises, announced a public debate

‘over whether to borrow or not to borrow from the IMF

(and accept or reject its conditionalities). By
December ’85, it became apparent that the people were
not in favour of any further borrowing from any source.
So the anti-IMF lobby won the day. The 1986 Budget
Speech was really the beginning of S.A.P. because the
President, still armed with the "mandate" of the
Emergency Decree and the "voice of the people" against
IMF loan and its conditionalities, was able to announce
the governments own home-spun "dynamic economic recovery
programme which aims at altering and realigning
aggregate domestic expenditure and production - patterns
so as to minimise dependence on imports, enhance non-oil
export base, as well as bring back the economy on the
path of steady and balance growth". (15)

Installing S.A.P.

The Economic Recovery Programme announced in the 1986
Budget Speech had the following as its major objectives:

(a) "to restructure and diversify the productive
" base of the economy in order to reduce
 dependence on the oil sector and imports;

S,
e
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(b) to aChieVe"fisdalwand*balaﬁce-of payments
' viability over the medium term; and
(c) to lay the basis "'for- ‘a suitable
' ‘non-inflationary growth over ‘the medium and
long term". L :

In order to achieve the above objectives, ‘the following
policy elements were built into the programme.

i. "Strengthening of the hitherto ' strong demand
management policies
ii. adoption of a realistic exchange-rate policy
iii. further rationalisation/restructuring of the
©* customs tariffs to aid the promotion of
industrial diversification:;

iv. simplification of the regulations and
' " guidelines governing industrial investment
and commercial banking activities; and
'v. adoption of appropriate pricing policies
especially for petroleum products and public

entéerprise" (16). ,

In effect therefore, +the 1986 Budget gave the main
outlines of the adjustment programme and policies to
come. When later in the year, the government completed
its package, it published the document -entitled
"Structural Adjustment Programme for Nigeria: June 1986
to June 1988" (17). In this document, the objectives
‘of the programme were lifted from the budget speech word

for word with one addition "(a) to lessen the dominance
of unproductive investments in the public sector,
improve the sector’s efficiency and intensify the growth
“potential of the private sector". ' Similarly, the main
“ features of ‘the programme were lifted from the 1986
- “Budget Speech with the following additions.
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- "adoption of measures to stimulate domestic

production and broaden the supply base of the
econonmy ;

- - .move towards improved trade and payments

liberalisation;
- -item (iv) above became "reduction of complex
administrative controls simultaneously with a
. greater reliance on market forces"; and
- encouragement to rationalisation and privatisation
of public sector enterprises". (18)

The core policies introduced in the S.A. Programme of
June ’86 extended and amplified those already announced
in the budget and involved three main approaches.

1. actions to correct the serious over
valuation of the naira (Second-Tier Foreign
Exchange Market)

2. actions to overcome the observed public
sector inefficiencies (rationalisation/
privatisation and deregulation) and

3. actions to relieve the debt-burden and
attract a net inflow of foreign capital
while keeping a lead on foreign loans.

Policies and measures introduced under SAP

These can only be summarised briefly, as some have
undergone minor and major shifts in response to changing

attitudes or observed defects:

5.3.1 Monetary Policies: The objective of monetary
policy was to reduce inflation which already was
running at 40% in the 84/85 period. Specific
measures were adopted to reduce money supply,
reduce excess liquidity in the system by (a)
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slowing down government borrowing (b) limiting
credit to the public 'sector (c) deregulating
interest rates - and in addition, stringent
credit guidelines were given to the banking
sector thus 1limiting credit also to private
sector. The CBN intervened twice in 1986 to
further reduce liquidity by calling in first the
naira counterpart of external .obligations not
yet met but whose deposits had been made by the
bank’s clients. Secondly, it called in arrears
of deposit to cover the new naira value of the
debts. Since this affected their liquidity
ratios, banks had to restrict credit to their
customers while seeking new deposits. The 1987
budget continued the tight money policy by
allowing credit ceiling to rise by only 8%,
except 1loans to the productive sectors -
agriculture and manufacturing. Maximum lending
rate was put at 15% and the various sectoral
distributions were reduced to two - preferred
and non—preferred sectors with the former being
allowed 50% of total credit. By mid year the
CBN completely deregulated interest rates
(August 1 1987) but raised liquidity ratio to
30% and its own rediscount rate to 15%
However, net domestic credit still grew by 12%
due to government budget deficit and borrowing.
In 1988 the Government came in with a reflation
policy by raising the ceiling for credit to
private sector to 12.5% and also reduced CBN
rediscount rate from 15 to 12.75%. Interest
rate fell and loans and advances rose by more
than 30% in the first half of the year. This
the CBN tried to contain by once more raising
liquidity ratios. 1In April of 1989, it had to
cancel all loan and advances backed by foreign



collaterals ‘and “in June’ followed it by asking

‘all ‘Govérnments ‘and ' parastatals to withdraw
'*”fﬁéfffdépoéits from-the banking system and put
“them’"'in the” CBN. ~ These two measures were
‘“estimated’ to ‘rémove about ¥13 billion from the
“5bahﬁ{ﬁ§“§y5tem‘intd”the CBN. '“This was done to
““shore up the decllnlng Value of the naira in the

‘5éforex market

Exchange ‘Rate Policies: - The Exchange rate

“policy is-the linch-pin of the whole adjustment
" programme in Nigeria mainly because having
"beceme~so'dependent on imports, the over-valued
‘haira was responsible for most of the price
" distortions and hence maladjustments between
"sectors. Prior to the advent of S.A.P., naira’s
‘rate vis-a-vis the major convertible currencies

‘was fixed by the monetary authorities allowing

only a few minor adjustments. Its allocation

‘among contending demands was by import
"licensing. Apart from introducing its own

arbitrariness and rigidity, the import licensing

' procedure was fraught with corruption,
“maladministration and hence mis- allocation of

that scarce resource.

The first reform introduced was a Second-Tier

'Foreign Exchange Market (SFEM) which brought a

- measure of market force determination of the

‘exchange rate. Between September 86 when the
' SFEM waS“lntroduced and ‘April, ‘87 there were
‘actually two foreign exchange markets. One was
’fthe First Tier i.e. o0ld fixed rate to which a
3vcraw11ng ‘peg “had been applled in order to slide

"”down until the ‘gap "pétween it and the Second
R (SFEM) ‘Closed. ‘At the inception of SFEM,
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:wthe: naira, slumped .65%  on _ the first day,

‘:.-exchanging at. ¥4.7 .to. the US$1.00 while the

. first tier was still at ¥1.6 = $1.00.

From September 1986 to early 87, the CBN funded
the market with an average of $50 - $60 million
- weekly.  But as dollar. receipts of CBN were

. ..weakening, . andxtheynéthiations for debt

.. rescheduling protracted‘iqpermihAbly, the CBN
-started reducing its funding and allowed
- "autonomous. funds" (19) to be.sold,through inter
- bank~dealings. At first and officially, the
rate for the autonomous funds was to be no more
. than 1% above the SFEM raté,tbut in actual fact,
banks took differentials of up to ¥3.00 between
the rates. Annex IV-VI show the sectoral
. distribution of the funds sold at the Foreign
Exchange Market in 1987 and 1988, respectively.
(VI are sales of autonomous funds).

~-Three modifications have been introduced into
the operation of the market since its inception.
(1)  The first is the merging of the first and
- second tier in April 1987. . Thereafter all
transactions, both  government and non
government, had to be on the FEM rate. (2) Also
in, April 1987 the CBN introduced the so-called

... 'Dutch auction’  system whereby the banks pay

whatever they bid, instead of paying the
emerging marginal rate for the day. This was
--said to curb "irresponsible" bidding because the
.. differentials between the- highs .and the low
- were . quite large. , (3)  The third major shift
came  in January 1989 to enfqp¢e ;he requirement

..that autonomous funds be sold. at. the rate which

. emerges. The immediate effect was a sharp drop
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in autonomous fund flow into the market. The

‘' Naira immediately lost ground. Besides, the

weekly bidding was changed to daily bidding,
which introduced a new element of uncertainty

and risk in business transactions.

Trade Policies: It 'is in the area of trade

policies that the effect of deregulation is most
noticeable. Before SAP, import procedure was
quite a maze of regulations. Along with SFEM
came the abolition of import licensing. The 30%
import duty surcharge introduced under the
Emergency Decree was also abolished.
Customs duties and excise taxes were equally
streamlined and rates of duty were slashed and
made more uniform. The government undertook a
comprehensive tariff review which eventually
resulted in a Customs and Excise Tariff
Consolidation Decree of 1988. Under this
decree, the rates specified for categories of
import will be for seven years in order to give
more certainty to business planning. The
prohibition list has been reduced to a mere 16
items. In order to ensure the maintenance of
port facilities, there is now a nominal landing
charge of 1% on all imports. More importantly,
the Customs Department has been reorganised to
enhance performance in collecting duty and
reduce (if not eliminate) graft and corruption.

Oon the export side, the devalued naira has
enhanced the naira value of traditional non-oil
exports. The SFEM decree allowed non-oil export
revenue to be retained 100% by the exporter in
his forex domicilary account; they are also
free to convert proceeds in such account into

T
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naira through the inter-bank forex market. This

: was .to be the major source of the autonomous

fund flow into FEM. Export prohibitions too

. have been reduced to a minimum - only food items

. .are now prohibited.~

- Fiscal Policy: Under this we consider

various other policies - taxes, budgetary,

prices and incomes policies which have evolved

concomitantly with S.A.P. It was expected that
in line with the whole adjustment process

‘government expenditure would be trimmed and

budgetary deficits held down to within 3% of
GDP. To achieve this, there was to be:

- restraints on growth of public
wage bills

- « emphasis on maintenance culture
rather than on starting new
projects

- privatisation and/or commercial-
isation of certain parastatals and
government owned companies

- allocation of capital expenditure
to key projects that are near
completion, and which apart from
being economically viable, have
wide impact on other sectors.

- emphasis on market determined
prices: Subsidies were to be
removed, especially those on
petroleum and energy.

However these have not been easy to apply. In
1987 the deficit ran almost 10% of GDP despite
increased naira revenue from o0il and apparent
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‘increases in ‘domestic tax effort. Expenditure
‘exXceeded budgeted revenue by almost' 50%. This was
“‘partly due to heavy debt servicing (domestic and
/ foreign) and pressure to increase non-wage
incomes. Besides, attempts to remove petroleum
subsides have been seen as —"potentially,
politically explosive. ‘So:the :Government has been
very ‘cautions. The big parastatals - NEPA, NITEL,
Nigerian Airways and Nigeriaanéilways cannot be
“privatised or easily commerc¢ialised. So
“government continues to grant subventions to bouy
them ‘up. 1988 started with ‘a reflation package
and ended in a whimper in the face of dwindling
0il revenue and soaring inflation. However the
first step in removing oil subsidy was pushed
through despite the few riots it occasioned.

" The Industrial Dimensions of SAP

The problems of industry were specifically analysed and

- provided for in the SAP document. It noted that given
‘the structure of Nigeria’s industries, its major problem

was 1inadequate ' supply of imported inputs and spare

‘parts, resulting in gross under utilization of installed

capacity. - The Government therefore came to the
conclusion that local sourcing would be the long run
solution, since foreign exchange will never be.adequate.

‘Further, it noted that poor and unreliable

infrastructure such as energy, water supply, roads and

" telecommunications contribute to the poor performance of
‘‘the sector. In effect, government was not unmindful of

the complaints of industry as has always been voiced by

~the Manufacturers Association of Nigeria in its

‘dialogues with ‘government.” The SAP document therefore

“provided specifically for the industrial sector as
- follows: S =

TN
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*The industrial strategy under the present structural

adjustment programme will therefore aim at:

(a)
(b)
(c)

(d)
(e)

(£)

(9)

encouraging the accelerated development and use of
.local raw materials and intermediate inputs rather
than dependbon imported ones; - o
development and utilisation of local technology:
maximising the growth in. value-added of
manufacturing production;

- promoting export oriented industries;

generating employment through the: encouragement of
private-sector small and medium scale: industries;
removing bottlenecks and constraints that hamper
industrial development including infrastructural,
manpower and administration: deficiencies; and

liberalising controls .to facilitate greater

indigenous and foreign investment".
To achieve these objectives, .government is
counting on some of the policies discussed earlier

which include:

a realistic and flexible exchange rate policy

that will reflect the scarce nature of forex and
therefore ensure its efficient allocation;

- structure of tariffs that will ensure effective
protection of industries -that need to be

- protected as well as provide needed support to
the other objective of export promotion;

- review of incentives/disincentives to investors
with a view to improving the investment climate;

- restructuring the Industrial Development
Coordinating Committee as a focal point for all
necessary permit approvals for investment;
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- ensuring that with the establishment of a free

" foreign exchange market, investments and
dividends will flow through it without the usual
administrative bottlenecks.

- 'a'review of the industrial policy of the country
and

- the establishment of a Policy Analysis
Department~in}the'Federal.Minisﬁry of
Industries.- '

The government "has put- a lot .of hope on the
industrial sector as the main backbone to boost
the economy and get ‘it back on a steady path of
self-sustained growth. Besides, it 1is prepared
“to climb down from some of the "commanding
heights"™ and allow the private sector to lead
growth ‘in that sector. As a result the Government
is prepared to divest some of its holdings in
purely commercial type ventures, and most of the
- manufacturing. companies fall under this category.
(20)

The government thus specifically provided for a
broad review of its parastatals and the strategy
for the further development of the gas and
petrochemical subsector. All this go to show
that government was very cognisant that the
industrial sector was crucial to the success of
the whole adjustment process, and wants to use the
opportunity to correct the observed defects of the

sector.



75

Institutional Suppdrtvunder the new Industrial Policy:

The Government has introduced a new Industrial Policy
document which brings together various measures that had
been adopted under SAP which have an impact on
industrial development. As far as objectives go, there
is really nothing new in the document that had not been
said before, except perhaps a reversal to the position
that the realisation of the objectives of accelerated
industrial development hinges on the response of the
private sector to the new set of policies.

"The role of the public sector has now been streamlined

as follows - encouraging increased private sector
participation by privatising government holdings in
existing industrial enterprises:

- playing a cataytic role in establishing new
core industries

- providing and improving infrastructural
facilities

- improving the regulatory environment;

- improving the investment climate prevailing
in the country

- establishing a clear set of industrial
priorities

- harmonising industrial policies at Federal,
State and Local levels of government

Many companies interviewed expressed the view that
improving the investment climate and the regulatory
environment should rank high in government’s agenda of
reforms. Towards that end, the Federal Government is
reforming the institutional framework that .regulate
industrial investment in the country. For example the
Industrial Development Coordinating Committee (IDCC)
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.. Decree; ‘No:36 of 1988 has-now upgraded the membership to .

the level of Ministers. It is now a one-stop agency for

© new :investors -applying . for Business. Permit, expatriate

‘wriquotaizand -pre- investment technical .agreement fees.

. .-Besides there is:now automatic expatriate quota of two

.for:investments: of: ¥5..million and .above;,  four for ¥10

s-million. -and:-above: . Companies .can..ask for more. 1In

znaddition, (:the . following  have. .either- been :created or
(o revitaised, . s v om o '

of the Federal Ministry

of Industries to undertake collection of data, conduct -
;v economic research: and policy analysis- necessary for the

evaluation of ::the effectiveness or otherwise of
i industrial policy. .

2. Industrial Inspectorate Department, also a part of
.. FMI. plays - a- part :in certifying the value of an

investment when it comes in the form of machinery,
-~ certifies date of commencement in the case of companies

enjoying pioneer status. . In-the case of public

projects,. -IID helps: in technical services of selection,

-and procurement of equipment and machinery. It also

acts as a counter check - on the import inspecting
":.agencies. - -

w300, e Data.: Banks'. . to gather, .. store and retrieve
information ‘on :industries in Nigeria. It also provides
information on sources of raw materials production

TR S tEEAR A

#+4s - Investment :Information-and Promotion-Centre:. Guides
“rccandvadvises: pewsinvestors. : It should form:an arm of
st IDCCR T o an

g e g, o syt ey
I Lot e PEECEN SRS S W R St e
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5. Raw_ Materials Research and Development Council:

- This is housed:in ‘the Federal Ministry: of Science and

* Technology. :: "Its ‘function is:to.coordinate efforts of
various public and privater bodies: in: the research and
- development of industrial inputs. It advises FMI on

incentives to encourage such research.

6. Industrial Training Fund: This has been in being
since 1972 and has the function of. promoting and
encouraging the acquisition of skills in industry. It
provides facilities for training in industrial skills,
approve courses of training and assist other to research
into this aspect of human resources.

7. Standards Organization of Nigeria is the body
responsible for standardization and quality control of

goods produced in Nigeria.

There are also in the field of financing other
promotional institutions such as the Nigerian Industrial
Development Bank, the Nigerian Bank for Commerce and

Industries and Nigerian Agriculture and Cooperative
Bank. They perform the function of providing government

sponsored soft loans to industry. Recently the NBCI and
the FMI embarked on Entrepreneurship Development
Programmes whereby would be small and medium scale
entrepreneurs get trained in the art of starting and
managing their own businesses. They are then granted
loans with very little down payment requirements.

There is no doubt of the existence of a well developed
institutional framework to support the new policies,
what probably remains is the retraining of the
individuals who operate these institutions. It is
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equally necessary to find ways and means of harmonising
the interface between Federal and State agencies when an
investor has to deal with both.

()
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CHAPTER VI =& =
ISSUES OF THE WORKSHOP
Introduction

The Structural Adjustment Programme marks a watershed

“'in the development of the Nigerian -economy. By the time

the full ‘effects of the macro-policies adopted under it

" work themselves out, certain changes would have occured

in the ‘economy in general and in:the industrial sector
~in particular. 'To ensure that the structural
transformation that will occur in the industrial sector
is along desired goals, the government has in addition
published a new Industrial Policy of Nigeria (Policies,
Incentives, Guidelines and Institutional Framework In
the foreword to the document, the then Minister of

-Industries acknowledged the fact: that "in spite of
Nigerian’s many natural attractions to investors such as
‘extensive market, natural resources and enormous amount

- 'of entrepreneurial talent, several factors had tended to

discourage investment in the manufacturing sector." He
" then went on to 1list "uncertainty about the policy
environment, a restrictive and cumbersome regulatory
framework and inadequate incentives" as some of the
major factors responsible for retarding investment in
the manufacturing sector. The publication was therefore
an attempt to put together both existing and new
legislation/regulations, the list of incentives and the
institutional framework to guide investors.

We have already seen from the earlier discussions
(Chapter 3 & 4) that there are structural defects and
problems which the structural adjustment programme
hopefully, was designed to correct or solve. In Chapter
2 of the new Industrial Policy document, government has



stated that the objective is to achieve an accelerated
pace of industrial development through which there will

- greater employment opportunltles,,‘,_u;
- increased export of manufactured goods;
- - wider dispersal of industries;
- .~ technological skills and. capabllltles avail-
- able _in the country will improve; . .
-, .-industrial output will have more. local content
= . foreign capital will be attracted and induced
‘to stay and invest in productive industrial
ventures; Lo j,_ L
-  the participation of the private sector
- (indigenous and foreign) will play a major
role in ‘industrialisation of the,cppnppy.

In saying that, government was implicitly. painting a
..scenario of the kind of industrial structure and
- performance it -will like to see emerge. The. task of
‘this workshop, is to look at the structure and problems
as they exist today on the one hand, and on the other to
consider ‘the policies, programmes and institutional
framework that have been established in order to work
out step by step an action plan that will lead to the
realisation of the desired industrial scenairo.

The objectives and policies are not self-activating nor
self enforcing. ' If the country desires to generate more
industrial - employment, one has to decide for example
where employment is to be generated, what kind of

- -.employment, - employing what kinds of skills, where those

-skills are to be trained and to what level, how to test

- those:skills to ensure that when employed, .that they can

‘perform etc.. To .take another example:- . the objective

- .+to. increase -export of manufactured goods .- : Who:.decides
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what kind of manufactured goods will go to which market?
Who are the competitors? What price are they charging
etc. Does the country have the resources that can give
it competitive advantage in those markets? Who is to do
the manufacturing? Does he réquife'speciai incentives
to back his competitive position? = What level of tax or
suBSidy can make the industrialist stayfcompétitive?

How does one increase private sector barticipation in
the manufacturing sector? Should the country allow
investors to set up just any and every kind of industry
where they can make money? How does this 1link with the
question of creating inter-ihdustryllinkaéeé? How do we
guide investors into‘preferred sectors? Government is
currently cérrying out a pri&atiéatibn'ékerCiSé'of some
of the erstwhile publicly owned companies. Is the
insistence on social equity in the distribution of
shares consistent with creating an efficiently managed,
productive'industrial system?  Is there a case for
contract management by the privéte sector of industries
set up with public funds? These are some of the issues
this workshop will be called upon to consider.

Probably, the first set of issues are those of basic
strategy choices. There is also implied in the
governments scenario, a move away from import
substitution "strategy to one of inward-looking, local
resource based industrial strategy. In terms of market
orientation, the country is to diversify so as to export
more of manufactured goods rather than just‘primary
prbduCe; To increase the local content of industrial
output, presupposes the existence of industries that
produce intermediate goods ahd/or‘Capital‘géods Iocally.
These then raise the issue of whether the resources
exist for creating efficient industrial systems that can
bridge the gaps or correct the structural defects
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ex1st1ng. . Accordlngly,k three papersvhave been
commlss1oned to examine the resource base and assess the
opportunltles that ex1st 1n the follow1ng subsector.

”-_ The Agro—allled agro‘and'ferest reseurce
) based 1ndustr1es ' ' -
- ‘,The Chemlcal 1ndustr1es subsector (organlc and
: 1norganlc)
- The Metallurglcal/Englneerlng 1ndustr1es
o Vsubsector.

These areas have been carefully chosen because their
development usually provide w1de links with other
vlndustrles and economic sectors. Be51des, there are
already productlon fa0111t1es planned or in production
in these areas with varying degrees of eff1c1ency and

capac1ty utlllzatlon.

The next set of issues implied in the desired scenairo -
”increased private sector participation, increased
foreign dirsct investment in industry,vtemployment
opportunities‘and improving technological skills - are
all tied up with the question of creating a conducive
climate for investment. When new investments are made,
new jobs are created, the more such investments are made
in diverse technical fields, the more the need for
technical manpower and hence the need for training in
technical skills. The more there are people with the
requisite technical skills, the better the absorptive
capacity of the work force of imported know-how and
’do—how. Technology is a composite of technical,
scientific based knowledge and technical, science based
skills of being able to translate or‘adapt the knowledge
to produce goods and services. "

Ve



In chapter 4 .above, it was noted that théﬁproblems of
the industrial sebtor can be divided into:  (a) the
regulatory environment (b) administrative and policy
environment. and (c) infrastructural-arrangementsi

_Two papers have been commissioned to address these

issues: One looking at thé«policy inétruments and the
- regulatory framework while the other will focus on the
structural and infrastructural issues. The workshop
will be called upon to re-examine the institutional
framework and the policy instruments, as they relate to
various industrial sub-sectors and to recommend ways of
making them achieve the major objectives of policy.

One of the major problems of planning in Nigeria is
implementation. A careful study of the past plan
documents show that at each stage, there was a clear
perception of the direction industrialization ought to
be going. Good programmes and projects were planned,
but on each occasion, there were failures in
implementation. Now, in both the document on SAP and in
the Industrial Policy of Nigeria, there is also implicit
assumption that once industrial units respond to the
dictates of the macro-economic policies which have
exposed them to ’‘market forces’ they will become more
efficient and stay competitive. The workshop will be
called upon to examine whether the market mechanism is
strong enough to bring about the kind of structural
transformation envisaged in the government’s desired
scenario for industry. Is n’t there a case for
establishing a strategic management framework for
guiding industrial development of the country?
Accordingly the sixth commissioned paper deal with
issues related to planning and plan implementation. A
major output of this workshop is expected to be
guidelines for the preparation of an industrial



“'Unlike * the. National
Development' 'Plans ‘which‘state’ 'prdgfammes'f; “projects and
amounts to be invested, IMP is a strategic management

tool'"to “guide,  ‘Support, "drgan‘ise ‘and“monitor the

““““oéncerted actions' 6f ‘government, business and’ financial

communltles and ‘the milti-and bi- lateral donor' agencies
J""V"acti\fe in the 1ndustr1al sector. R

SRRUIE N P R A

"1t shows the network of relationships that must: exist if

e every ‘actor is to perform its assigned role.  There must

‘be d'network of information flow so as to give ‘necessary
feedback on the p0551ble correctlons/adjustments needed

"’:’”’1n order to stay on’ course.

"Now ‘that ‘public policy is shifting grounds to once more
‘“allow 'for private-sector 1led 'ihdu‘stria’l‘i's"ation, the

" WorksHop will have to ‘workout a process of managing the

““industrial”’ system ‘S0 that ‘all actors = government,

business” communlty promotlonal "and supporting

""'”1nst1tutlons, business and industrial organisations from

" thé private’ sector, “Labour  Unions, ‘Universities,

" Polytechnics ' - will all be pulling together in one
""""dlrectlon to achieve the’ objectlves of 1ndustr1a1

o development in the country.




FEDERAL GOVERNMENT: RECURRENT AND CAPITAL EXPENDITURES AS PERCENTAGE OF GROSS DOMESTIC PRODUCT

Recurrent - Lo . Capital : o Total:
: . ‘Expenditure : . Expenditure o “Total Expenditure As
i Recurrent As Percentage : ‘Capital - As Percentage Expenditure Percentage
Gpp! Expenditure ... of GDP Expenditure- of GDP )+ 4) of GDP
(N°'M) - (M) T (%) o (M) (%) . . S (M) L (B
W - o an @ - s (3) : L) ) S e (6) L I
1970 5,281.1 - ) 638.3 121 ' 200.5 3.8 838.8 159
1971 . 6,650.9 - 4928 74 146.2 22 -639.0 ) 9.6
1972 = 7,187.5 .~ 681.2 9.5 2959 4.1 -977.1 . 136
1973 11,329.0 " 656.1 58 435.1 33 1,091.2 i 9.6
1974 = 18,8110 874.0 46 1,223.5 6.5 2,097.5 1.1
1975 21,778.7; - 1,695.0 7.8 3,207.7 14.7 4,902.7 225
1976 275715 -. 2,672.6 9.7 4,041.3 14.7 6,713.9 - 244 .
19777 325104 2,246.7 6.9 5,004.6 15.4 7.251.3 2230
1978 35,545.7- . _ 34217 9.6 50923 14.3 8,520.0 - - 240
1979 . 43,1508 =~ 3,187.1 7.4 42196 9.8 7,406.7 17.2
1980 49,7549 : 6,022.0 12.1 8,091.9 163 14,1139 284
1981 §2,255.3: 5,739.1 . 110 5,699.3 - 10.9 11,4384 ; 21,9
1982- 53,847.5. | 74179 13.8 55225 10.3. 12,940.4 2405
1983; 56,204.2; . 5,656.5 101 4,033.6 7.2 9,690.1 TT17.2
1984 = 60,797.7- . 6,275.4 10.3° 3,277.9 5.4 9,553.3 15.7
1985 67,000.1_ ¢ S 7,215.3 108 6,005.2- 8.2 13,2205 ) 19.7 -
1986 82,928.8% : 7.641.5 9.2 4,882.6 59. 12,524.1 18-

S8

! At cufrent purchases’s value, extracted from Ainual Abstracts of Statistics, 1973 and 1985 editions.
F.O.§. estimates. - - ! by
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ANNEX 11

NIGERIA’S EXTERNAL DEBT OUTSTANDING (END OF PERIOD) 1970 — 1987
(N' MILLION)

Category 1970 1974 1972 1973 1974 1975 1976 1977 1978
SOURCES . - A .
1. Bilateral 100.2 106.1 124.0 150.9 182.8 200.7 - 2331 350.3 210.6
2. Multilateral 379 37.9 102.1 107.1 122.0 126.0 ~119.4 140.2 154.3
L LCM - - - - - - - 641.0
4. Trade Arrears - - - - - - - - -
(i) Refinanced - - - - - - - i -
(ii) Unrefinanced - - - - - - - - -
S. Others (unguarantced . o T ' ' : : .
State/Private loans) 350.7 705 373 18.9 176 232 22.1 6.4 2598
Total 4488 2145 2634 276.9 3224 3499 3746 496:9 1,265.7
Type 2
1. Medium & Long Term 4290 2145 263.4 276.9 3224 3499 374.6 496.9 1.265.7
2. Short Term 59.8 - - - - - - - -
TOTAL 4858 2145 2634 2769 3224 3499 3746 496.9 1,265.7
NIGERIA'S LXTERNAL DEBT OUTSTANDING (END OF PERIOD) 1970 - 1987
(N' MILLION)
CATEGORY 1979 1980 1981 1982 1983 1984 1985 1986’ 1987°
SOURCE
1. Bilateral 405.9 483.8 656.1 163.2 1793 351.3 365.1 :1,159.1 1,968.9
2. Multilateral 163.9 181.6 . 181.9 5304 566.4 1,271.2 1,283.5 4,670.2 8,782.3
3. LC. M. Loans 1,027.8 1,090.2 1,317.5 5,474.4 5,026.5- 6,003.1 7,726.4 21,7253 40, 546.3
4. Trade Arrears - - - 1,981.7 4283.4 6,598.4 7,438.2 12,5973 475936
() Refinanced - - - ~  (1,524.6) (1,155.0)  (1,273.9)  (4,152.6) 2 (32,869.7)
(i) Unrefinanced - - - (1,98L7) (2,758.8) (5,443.4) | (6,164.3) (8,444.7)° (14,723.9)
5. Others (unguarantecd i :
States/private loans) 139 111.2 175.7 669.7 522.1 3126 4714 -1,300.0 1,898.0
Total 1,611.5 1,866.8 2,331.2 8.819.4 10,5717 14,536.6 17,290.6 41,4519 100,789.1
Type . . , ‘
1. Medium & Long Term 1,611.5 1,866.8 . 2,331.2 6,837.7 7,818.9 9,093.2 11,126.3 33,007.2 86.065.2
2. Short Term - - - 1,981.7 2,758.8 5,443.4 6,164.3 - 8.444.7 14,723.9
TOTAL 1,611.5 1,866.8 2,331.2 8,819.4 10,577.7 14,536.6 17,290.6 41 4519 100,789.1

First-tier rate at the end of December 1986 which was used stood at $1.00 = N2.5954 while in 1985 it was $1.00 = N1.0004
Exchange rate of $1.00 = M1.6010 ruling on September 26th 1986 is used.
Exchange rate of $1.00 = N4.2989 is used.

SOURCE ECONOMIC AND FINANCIAL REVIEW VOL 26 NO 2
JUNE '86 P 56



ANNEX IIX

SUNAARY OF SURVEY 0F NANDZACTORIAR [NDUSTRY 1380 - 1983

0. OF RSTABLISHMRNTS

10.  EEPLOTED

GROSS OUTROT B°000

KAROFACTURING VALOZ ADDED K°000

i
H
KL
!
]

!
THDUSTRIAL GROVE R T T T TR T T B T T

S ! : : R : : | : : '
Tood Beverages aad Tobacco o T O W T AN S L | LI | LN | LOGT | LELW | LOLE | LA | L
Textiles, Nearlag Rppeal % 1605 111§ 113% 119§ 0,151 é %600 g o, E TR g 9,190 é 128,363 § 1,000,139 é LI é TR g 7,985 é 550,601
Leather D tentier Produots {08 16 8O nngmm§4mq nnésuué W B W | s W
Yool a1d Rood Products g 549% 4s4§ 413§ 361' .96 {90 E 20,400 é, s g s, 023 é a6 g 116,178 g 19,000 : 202,
Papet aad Paper products éz@z@zMzwanu'mnénﬁﬁzmuéNMug W[ Wy TGN m i W m hLm
Tadustell Cheaicals I T T X X T B T T B T B X T TN T BT T i TR F A N E RN e
Other Chentcal Producte § 14% 11§ ssé 10: 2,021 E TRY % i, é 2,15 é 1,517,290 % 2,223,646 é 1,867,601 g L é‘ 28, 101 g W26,00 | L1518
Rabber Products/Plastic g ssé 9a§ as§ 9a§ W | e e g 5,10 é 6,801 g 59, 802 g A W e | : T, g 135,748 g 161,601
Toa-Betal Hineral Products 5 zoé 1s§ 9% 9% 0 é 2,0 % ¥ g X0 é %,578 é L5 é .38 § [ é B : 15,650 é RS
Other Boo-Retal Hineral Products 3 210% 2ss§ zsoé zsé 19,501 g 29,308 é 1,51 g 5,719 % 300,20 é 706,42 é TR é X § TTRE] g Tz, 1t g a1, 369
Tastc Hetal i é 4§ 1o§ 1o§ - é L, § 10,50 é - § TR é 153, 262 g 146,668 § - é BT g T
Tabrlcated Netal Products é 210% 2215 1oo§ 1so§ 50,00 é 59,550 é TRIT é %002 % 322,015 é 1,309,828 § Lo | v g ‘398,00 g , 43@,591 g 64, 182 5 129,95
Hectrical Nachizery 5 asi asé azé aaé 9,752 g 2,0 g 10,173 % BT 26,08 é TR g T T § | oL é TRIT é 3,90
Transport Rauipuent é z1§ 3o§ 21% 213 w0 § 26,002 g 14.133_% 12,786 é T,675,0 é 1,95, 822 i 1,00 é 1,350,320 T 5 TER g 54,165
Professional Goods Eic. é 33§ i é 5% 4% R é - g m g- m é ITRTE g - g 5,020 g sy waw i - é Lot g T
Dther Tndustrles g X é 315 9% - % 3,050 g m é 0 § - g w050 é 18, 160 i 17,264 é - é 20,30 é 3005 5 7,30

gz TR 849; e, 10 é TTRTT § 09,142 § T, 142 | 9,000,097 | ILOTLONE | 8,750,628 é 9,400,128 é 5,238,000 é UKD g TR é 510,40

2o Al & o .__u.‘.._._t--

3

—

Source Federal Office of Statistics Industrial
Survey of Nigeria 1980 -1983

L8



ANNEX IIT A

_ INDEX. OF MANUFACTURING PRODUCTION.

o : (Base: 1972 = 100) - ,
gt s g e :Sugar .Soft Beer& Cigar- Cotton Synthenc Foot-  Paints Ref ned Cement Roof ing Vehicle Soap & Rad:o & Tofal
“Year- ool . Confec- . .Drinks .. . Stout - . ettes . Textiles. ‘Fabrics wedr R Petro- - _ %' Sheets Assembly ~v“Deler- &7, V. el
e tionery ) ) B ] leum » - gem ) :
i e e T8.50 1,006,007 50930 T — 7 2855 1,175.0 320 4743 3534 2728 2433 54633 4128 (467.0 4327
e 55.3 873.0 306:1 - 1448 11,2620 538 2111 - 255.7 96.6 106.8 2,068.3 ~ 383.8 558.6 319.0
' rerrenen 472 9216  419.4 — 71039 - 6394 - S13 12430 25170 609700 113.2 689.3:.  171.0:- :334.1 2808 © -
.............. 42.5 785.4 489.3 — 110.0 340.2 41.8 177.2 - 3588 303.8 285.1 " 1,341 - '178.3 3679 336.6 co
................ 30.5 5594 - 6174 — . 44,0 - 666.8 . 32.7 140.1 © 3010 - : 328.5 -~ 525.9 629.0.. - 1814 181.4 323.8 -
UL 8.3 S0 639.0 — 71454 768.0 344 151.4 ~ -306.8 ~-332.5 431.8 - 6108 - 185.2 - - 84.1 340.2-
“fst-Quarter - 530 - 8450 SITS - —  MIL1 3572 5.6 .. 179.6 . 3445 | 3067 3767 1,803.0 . 2028 400.1  349:2 -

«2nd. Quarter, - 423 773.2 684.7 116.1 3153 4.2 216.9 286.0  296.2 3304 1,511.2 2328 13819 359.0

“3¢d Quarter-. ... ... e e C..40.8 . 7171 4135 — 7 109.0 374.6 40.3 149.6 389.0 -~ 285.4 - 168.7 11,1207 - 1504 458.2 3295

.4th Quarter Cereaeeeaaes 338  806.2 = 34LS5 - 127.9 313.6 274 163.2 415.0 327.0 265.0 94! 6 127.0 2315 308.5
‘jogs v ) : Lo : . o EVRRN : I

Ist Quartel’ 311 7559 868.2 —_— 749 3118 33.2 142.9 319.2 315.8 3421 836.’5 1718 182.2 387.4 -
2n0d: Quarlef 32,27 648.2. - 6243 —-— 55.1 390.7 - 28.8. . 131.4 . 2940 .- 317.3 .. :453.3 838.9. 102.7.. -194.1 . 308.0

3rd Quarter . 31 522,85 o 4945 - 17.9° 1,044.5 34.5 144.4 307.8 - 348.4- 33995532 . 2200 - 182.6 - 302.4

4th Quarter;. 27.4 310.8 . 482.6 - . 28.2 920.5 4. 141.7 279.7. ... 3325 968.4 237.5 . 2309 . 178.1 290.0

JAst Quarter. .. .oviarsenian S 28.8 . 69%0.1 878.6 - 128.9 358.8 40.0 163.4 232.6 319.4 280.8 812.2 175.4 1125 359.0

2nd Quarter.......... 299 5918 6318 — 1518 -0 4501 ° 28.6 1435 288.7 -0 321.2 ':: 3722 863.2:. - 104.9. 709 3220 °
3rd Quarter .. 23.8 477.1 499.7 -— 146.1  1,203.2 343 150.8 3297 352.8 279.0 5372 02246 69.0 3342 -
4th Quarter - 2558 283710 4817 ¢ -~ 21549 11,0600 - 339 71479 . 376:3 .- 336.5 .. °795.1 230.7;:;  235.7.: .84.1 345.7 R

Source: Data denved from CBN survey and Federal Office of Stausucs (FOS), Lagos
o Rewsed : :
v Central Bank of ngena estimates

' CBN. - ANNUAL REPORT 1987
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ANNEX IV

SKCTORAL ALLOCATION OF POREIGN EICHARGE UNDER PI¥ YOR THE MONTHS OF JANUARY 0 DECENBIR 1937 ($'MILLION)

ar
_.‘_a..‘l__‘_____I___-____0’.__--_.|_.__-__.I
] [} . ' t 1

1
]
]
]

]  JRPUN PR TR

S P ! ! :
1
]
]
]
1
'

OSSR O UL JUNPEIPY PUILRASNS NOUNURRRS FRSRSI SRR BRSNS (SIS

t
1]

)¢
1.3

155,46 3 208.25 ) 161.43 ) 141.%8.
1.16

AR

2.20

1]

50.26 | 61.70 ) 59.88 ; 49.97

19.56 ) 56.83 ) Q.81 4.5

0.3 )

Jar

1107.82 ) 118,33 | 103.26 | 98.42

]
[]
v
]
t
]

wrerenemreomcasacee

(1) RAVNATERLALS:: -
“""_f,?“,“.‘.?‘.',"?;_----:?-?,‘----~-‘---:f~-~--i-_f- : ccerenan : --'-"-0;----—---:-'~~--'-‘

TIOSTRIAL  SRCTOR
(11) NECRINARY, S/PARTS AND CRD. ..

AGRICOLTURAL - SBCTOR

L. INPOBTS

- w = - wy o = = - - -t -~ - o
> o o - o - 3 o 7 >3 - o o> -
Akt . - . . . . > . f
i ™ ] o i —r LN - — - L4 — - - -

- ! ¢ : o

Bt L AR A T T St il ;oo - - e e

~— - - > } > ~ - w wly e - g — Py -—
. . . . . . . . : bk Ce 4l . . .
. i -

L T N T A A TR L e - B S s Tt T Ty S

-— - - - — - ~ - .~ - =] o o -
. . Pe . " . - . T e e . Ce . -
. . . . ”>

- e i e me )y wmem e mw e wme e =, o e o L LN ”ll - - Tr - ww P -
-« o -t ‘e [ < - - “ LI -1 > e > o
b1 - — -— — - -— <. ~ & R ORI - =] “w

3 . . . . - . . ; ;3 3 - . Yeri g N e . .
' : . . N X -

- i m e e A e e e mw W = e - Rl R T A BT e iy m- e wa g -

- w> = *~— ~— > > - o € EDITE Y e e 1O - o~
- . . L. . . . - » e R e . g b Te . .
=9 - - -2 o 6 — R . N o ~—
ittt P R il Tl I T P e R N LR I R S At
o 1 oo 1 € = e~ 3 € .y D ‘-t oy N et ¢ GO o R e I ) o
= ~ - " o~ w@ 1 & ws b - = oy (OIS . Y I T I -
. " - - . - . . L . . e . I ks - .
- < 1 e - -— wy = o3 ‘ - -— S - . e e Ve o
. “ . i . . . . -4
Sl ettt JEtl SED e JELIE Sttt el P SETRE  RI ot Al ST ST SIS SRS . T
) L . . . B . . s F
- -t GO ¢ O ~— - o [ e OOy Y BB C ot DY b e § ey e ~—
> o e " -3 et 4 > o - > u -t [ LT =3 -~ - O LR - RN B o> <o
3R] - . . . . . - e e e . . LN I R, . . 3
O 1 e ) WD ) w1 e o = e e (> f—_ o3 > < D 4 et ) O3 e >
w e3> 1 € ] ] Lo R P - e PR >
] ' [ I ¢ . . . H o~
’ ’ [ ] : B H : -
e e e g Sl JE ol SL et STl SElle Sty SEb it SUTA JELID ettt Jhtde STt B
) N ; * N - s 1 . B AEE
> e P o - o~ > .t - Ut GOy E D O b e o e O o3
o BEE Y BN «> e~ 1 W~ o3 AR IR - ST - -y > TP — - -, 2 -~
« 5 s 1 . . . . - . - P e . . o . 4. T e . ok
€3 ] © 1 e > = - (4 W | e  —t N o ce < - o3 3 403 —
“y 3 o . - o~ — g R " v . - P P O
[ s ' : . o -
- ———— e e e e e wm o o e men e e | e e e on . o am e e o e o e e
s L7 _ : . . s v (s
o 1 o — 1 W M w - — €01 w2 h - oy ey o 1w e Py
- 1 e — 1 = o « oo ;- gy o3 ot A TR E R R R =)
P . " . . . . . " A . . . " P it e e
“r b w o ) w -— <> = > - 3 1 o3 - © ) e < - - e o>
; : : : : , -
e il JE ol JE i SRl Sl b e . | op e . e o -
] s R )
3 - [ L RN ] R R [ g T W [t
-y D - .o o .3 3 o8 1. e - e e R Y B -
o> 3 - — =4 L o 1. . - S 4 . ) e . K. e -
. ¢ . . . - - € iee |, - o -3 e - e ws
-y D 'y - - . 1 2 - Lk . T . ' >
. - § ot =3 - 1 — p . . -
" 4 AL o - o Lo - p N
3 ] . X . . . : [
b s e T Jt Sl S e Shae ettt SR IE SR JEST Rl St ot * e
L L B - PR . L
- e o 1 e - 1 o - el e W DL D e D U PO WD 1 o~
o 5 o™ - e - w b - - = - - &3 1S = — e W IO 1 Bm
PR . . . & « - 4 . . P ST ek . T . [ SN ] .
e~ 1 3 - w — xy 2 > -t e “w> -y e o3 - ) e -~ 0o 1
ws &9 e IR > XN : * . i
! . B . N R e y e
Stk At el JE e [5-S- G S S VTS S T P L S SR S .u...;ll > - -
> i . B [E 14
o~ > 1w w 1 o - - - o3 4 e o -3 s 3 3 1L tTas v 1 e
- oo o - “w - -— — re3 e e - -— == 3 v W e 1 e
. . . e - . M . . e ke DR . e N R} -
- o 1 oo - 1 e - o3 - -— o~ i s -— 1 o 5o -t ) € 1> | e
- - 1 -t 1] -y — 1 . [ e L]
B ] [ R FEE o R S v ) t o3
' 3 [ 1 . a € 0 [ ]
s Tl i e i it et et S e T et Rl e e o i il
N T g : y . 1
o o 1 o - ) o e | wy -~ 1w L IR oy — W e e 3 e ) e
o3 - & o e e =2 - - 1. 60 - - «w C o 4w w4 e
. « & . . o - . « 1. . . . e . . . " PR . A
-~ wr o - ety e -— - - - o« - - - e (o - e o
o -1 ' o~ -— ] 3 “w
[} [} s 1 - - 4 ¥ '™ —
) 1] 3 . 13 ..
e JE e e e et it iy Bl s Sl JEL I Sl e ST
- & v
en o [ -3 ¢ ¢ . [ [N
FIPC ) : 3 ¥ . oY -y
o= S . — 3. » - RS a0
— o . ey gue =
. o [ d [ [ > —t
. o — w [ -
ot Qs v e \ - ~ =
. -i i W3 [ = [3 X . €D ot ~
Sy - e B ¥ . Gy - -ty ”—
i - [ -3 [ ] ) ) > - O P’
. [ -t €5 & =3 4 =1 - ot [
- - ¢ O [ - . =) | ey = <
R RE-EE = = B
“ . L 3 = 3
uth. wxi ¥ B o i . et . BB [ ] . -
e =i & eI [ K . o3 &> ) -3 ¢ wF [ ]
— T - 4 ~a 3 M 0 W ]
=T = -y LB + ] -y . 3 [ <
- N — o . e N e’ o . oS ) oY N
-y e - [ > 2 I [ S . e w2 -
(== 1 B ;WS [ — I S a4 = K 3 gy i3 —
. 1 &> -2 [ - uy: ¢ K3 : By 1 [ -
3 ot 4 - L=-4 [ B S - bW g 3 - [ '
| - -y ) - -4 L 3 ;Y o - L ¥ [ <-4 - ’
-3 P o LN T . it g g i -l g e . B 4 =1 H
I TR g ora o g -F s . -} ot TON - ) . €. i Baa —t 3 N3 [
.- oo ¢ e b b . - P -q o B S =] B — o ¢ =
s : -y e 6 [ = — 1 W3 ¢ e S ke ¢ e WG L O 5 €D ) e (%] - O
TSR b BuEe oy - s R e P =3 b S & G v e b G L e ) €D b e T B ) e §
r—4 oG g e FEN > § g = -t -y - B & P > ¢ em 1 "o
r € [ — e — et b N Ok Be K o b & O o b o— — .
C . )& - A & & = p UD . G b g b e @ T by g H
) — f w— - -4} o € o O o — e~ -t -_— H
: R L et T el B T S T B T S el —r . et - [ —
D g et ; T € emd O BE K el § el 6 el b oeed & D 8 P Lol foad [ ]
it -~ — — — — — — — — — ~—
— — . [
1] .
] ‘
- .




($°NILLIOM)

ANNEX V

SECTORTAL ALLOCATION OF PORRIGN RXCHANGR WITH OPFICIAL PONDS IN 1388
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ANNEX VI

($°MILLIOD)

SECTORAL ALLOCATION OF PORRIGN RXCHANGE WITHE A0TOROMOUS PONDS 1IN 1988

! JANOARY | FPEBRUARY; MARCH | APRIL = NAY | JUNE | JOLY | AUGUST | SEPYEBER  OCTOBIR | NOVENBER | DECENBER ! T0TAL !
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,iCustoms Dut;es (Dumped and Sub51d1sed Goods) Act 1958

;Thls 15+supposed tD permlt the government to 1mpose duty on. anyi
_‘goods belng dumped 1n nger1a in order to protect local producers.

92

Annex. VII

List of Industrial Incentives as at 1980

Industrial Development (Income Tax Relief)Act 1958 (amended 1971)

.. {This Act.provides for .the, ‘grantirig of “pioneer status' to companies
,that‘are produoing certain scheduled:goodsa Ploneer status ,@

- -.confers a -tax- holdlng of 3 years 1n the flrst 1nstance but.ﬂ_
mﬁiextendable to 5 years. Lo :

v PR
"rass

. f,;Customs and'ExclseﬂManaggmentﬁAct'1958.(w1th’several{amendments)

~ Confered “Aoproved"User‘Status“’on industries permitting the
- flmportatlon -of - approved raw materials’ for local manufacturing
gfree of duty or’ at conce551onary rates. (Abolished in 1984)

;j;Customs Duty (Drawback) Regolatlon 1959. This allowed 1ndustrla—
. lists to claim back duty pa1d for 1mported imputs if the resultant .
N product was exported.h_ : o

, fCompanles Income Tax (Accelerated Deprec1at10n) Act 1979

-fThls allows companles a qu1cker wrlte down of their capital’assets,
Coine the early years: of production, amortise the capltal assets by
_;bulldlng up reserves for future expansion.
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-ANNEX VILIA
FEDERAL GOVERNMENT INVESTMENTS IN INDUSTRY AS AT DEC.

1983

STATE
LOCATED

INVESTMENT
(W)

FGN
HOLD
INGS

(%)

Aba Textile Mills

? Imo

:¢ﬁib;§%%$§ﬁ%ﬁ¥;&¥r

XnambiafﬁbtéfﬁﬂahufhcturiﬁQ‘Co.'

Anambra @ -

“indﬁ;bbﬁuﬁim

35

Ashaka Cement CO. :

Ogun S L

: :" 35" 0;010 ' 0:0 O : "“‘ a

72

“ﬁénuq Cement Co.

°éalaﬁar“ééﬁéhf'éo.f

Cross River

" 6,000,000 | "

68

:Eéme@t Co. 'of Northern Nié}’

Sokot&f 7

7,440,000 |-

732

Dunlop Industries

Lagos

iElectr1c1ty Meters Co.jﬂhk

2,700,000 | "

60

fflouf M{fisbaf”ﬁigéria '

“H12

‘Leyland Nigeria Ltd.

Oyo

5,250,000

438

hﬁatiénaiiééiﬁicé. éf Nigeria :

Ogun

100

hh%tiénaf”ffﬁéﬁslNiéeria PR

Kano .

;ﬁ¢7;360f666% |

35

”ﬁige#iaﬁﬁ”aéﬁiné Tools Ltd.

oyo | 18,072,000" "

85

New Nigeria Salt co ta.

Benddl | 16,500,000 |

“100
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ANNEX VIIIA  CONT’D

: STATE INVESTMENT FGN

COMPANY LOCATED (N) HOLD

INGS

(%)

North Breweries LTD. Kano 7,500,000 50

Nigerian Sugar Co. Ltd. Gongola 1,970,106 ;9
Nigerian Yeast and Alcohol Gongola 573,750 SfTE

Nigerian Romaman Wood Co. oyo 3,000,000 25

Nichemtex Industries Ltd. Lagos 1,200,000 10

Nigerian Beverages Prod. Co. Gongola 2,500,000 55

Savannah Sugar Co. Niger 47,120,000 22

Seromwood Industries Calabar Cross River 2,440,000 20
Peugeot Automobile of Nig. Kaduna 5,250,000 3%Qi

Steyr Nigeria Ltd. Bauchi 7,385,000 35

Specomil Textile Ltd. 2,400,000 60

_Sunti Sugar Co. Ltd. Goﬁgola 3,168,000 90

Volkwagen of Nigeria Lagos 6,000,000 35

West African Distilleries Ltd. Lagos 2,000,000 100

West African Portland Cement Ogun 13,000,000 20
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ANNEX VIIIB
" FEDERAL GOVERNMENT INVESTMENTS IN HEAVY INDUSTRY

' STATE ! INVESTMENTS |
- COMPANY ! LOCATED ! (W) ! LOANS
(] . . [] [ ]
[} * ] [ ]
H : !
S ¢ IR !
Ajaokuta Steel Co. ! Kwara ! 1,653,599,866, 252,373,609
[ o ] 1
! 5 E
Associated Ore Min. Co. Ltd. ! Kwara H 500,000} 63,576,730
) [ ]
| E i i
Delta Steel Co Ltd. ! Bendel ! 781,278,061 270,563,548
[ ] [] ]
a | ;
Fed. Superphosphate Co. ! Kaduna H 27,419,533} NIL
[ ] t []
i i i
National Fertilizer Co. Ltd. ! Rivers ! 132,333,112! NIL
] [ ] 1
| s ;
Nigerian Mining Corporation ! Plateau H 150,000,000 35,349,750
1] [] [}
; i a
Nigerian National Paper Mfg. Co! Ondo ! 121,190,900! 57,883,973
) 1 1
s ; s
Newsprint Mfg. Co. Ltd. ! Cross River | 117,622,682 64,382,745
] | H
H H '
Nigerian Paper Mills ! Kwara ! 97,000,000 48,692,965
] ) | ]
2 i :
Steel Rolling Mills ! Jos-Plateau | 147,395,261} 4,612,500
H [l ' .
i E :
Steel Rolling Millse iKatsina-Kaduna| 139,645,307} 4,712,500
[] [} ]
’ E E :
Steel Rolling Mills { Oshogbo-Oyo | 139,895,678} 4,612,500
1 [] §
i s s
Defence Industries ! Kaduna ! N.A ! 28,214,410
1 [ ] ]
L] [ ] 1
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ANNEX VIIIB CONT’D

- wFEDERAL GOVERNMENT INVESTMENTS. IN INDUSTRY
(SERVICE INDUSTRIES)

;Chad Basrn Dev. Authorlty

All River Basin Dev. Authorities

. '.Central Water Transportation Company
: Nigerian External Telecommunications Ltd.
77N1ger1an*Secur1ty Printing and Minting Coui’ fmu
\.ngerlanmRallway Corporation . .. ... ... .
" Nigerian Alrways Corporation
‘National Electric Power Authority ~ NEPA . 3%
Nigerian -Ports Authority - NPA. o,
' Nigerian, Television Authority - NTA L Lk
. 'Nigerian Airports Authority - NAA U S ERRES ESLel

’1“N1ger1anWNatlona1 Shipping Lines = NNSL ~ - oo o
-.Nigerian Post - NIPOST . .
- 'Nigerian National Petroleum
. Corporation - NNPC

9

oo T

"TOTHERS INCLUDE : — INVESTMENTS | FGN HOLDINGS
GEY_LEE AT PODo Lnn gar . R ' codmeearnt i o AR

~ “'Durbar Hotel ' .~ ' o) 10 Millionms i oo iiol 100 n e

" 'National'cargo Handling Co. | 1.5 Miliien - |27 20007

”“N;mﬁiééria;ﬁgtéig‘w : | s.8 Million - = 0 gpecs

' National Freight co. | 8.5 Million | 100"

. Tourist Coy. of Nig. | 27.6 Millien | 100




FEDERAL GOVERNMENT INVESTMENT IN INDUSTRY (1984)
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ANNEX VIIIC
SUMMARY OF

(W)

ORIGINAL

ADDITIONAL

H ' { TOTAL INVEST-
DESCRIPTION OF ITEM { 'INVESTMENT { CONTRIBUTIOR {  MENTS
L P 1 AND (BONUS |
H -1- ISSUES) v
! H H
SR : ' - ' , H _
Manufacturing companies | 3,760,013,1656 | 46,926,961 ! 3,806,840,126
R ML H : H
: o { : H
~'Financial institutions: | _ H !
(1) Banks { 376,544,189 | 216,142,375 ! 592,686,564
[ AR . ] §
. [ o ) 1
(11) Insurance ! 14,651,471 | 26,400,717 H 41,052,188
. ) ) ] ) o] ' o
Service Industries ! 4,275,190,590 ¢ 1,902,999 ! 4,277,093,589
. . 1 ] ]
| | i Ty i
External Investments ! 64,829,292 | 358,209 N 65,187,501
[] [ ] []
] ] §
H ' H
Investmentes forfieted ! H H
to Federal Government { 8,491,919,936 | 291,820,794 | 8,783,740,730
1 ] )
[} ] t

Source:

Federal Ministry of

Finance Inc.
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ARRII VIIID

' GOARS AND INVESTHENTS 1884
10 PARASTATALS & PUBLICLY ONNED COMPARIRS

! ! ORIGINAL LOARS/ ! liPlYIlltl ! BALAKCE OF LOANMS/
§0. | DESCRIPTION ! THVESTMRNT } IRCERASE -1 THVESTHERY

H | ) I | : n

! ! ! !

: : o : »
1. | lLoans with Teras ! 7,781,500,721.43 ! 127,529,993.59 ! 1,659,971,130.8

1 ] 1 ]

! : : i |

! lLoans without Teras ! 192,195,761.54¢ | 623,793.33 ) 191,571,974.21

] 1 [] 1

a e' T
3. | lIavestaents ! 8,491,919,836.00 | 921,820,784.00 | 8,783,740,730.00

1 ] (] [ )

s = i

H H 1 419,973,5080.92 | 16,635,284,438.05

] ] ] 1

] ] 1 )

16,471,816,430.97

Source: Zederal Miaistry of Finance Ine
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Annex IX

Enterprieses in which 100% of Equity held by
The: Federal Military Government shall be
Fully Privatiese

Aba Textile Mills

Nigerian Dairies Company Limited

Nigerian National Fish Company Limited
Nigerian Food Company Limited

New Nigerian Salt Company Limited

National Fruit Company Limited

National Salt Company Limited, Ijoko
Specomill Nigeria Limited

South-East Rumanian Wood Industry Limited
Calabar

Nigerian-Rumanian Wood Industry Limited, Ondo
Nigerian Yeast and Alcohol Company Limited,
Bacita

National Animal Food: Company Limited, Port Harcourt
Opobo Boat Yard

Madara Dairy Company Limited Vom

Ore/Irele 0il Palm Company Limited, Ondo
Okomo 0il Palm Company Limited, Bendel

North Breweries Limited, Kano

‘Nigerian Beveragees Production Company Limited

West African Distilleries Limited v
Electricity Meters Company Limited, Zaira
Poultry Production Units in Jos, Ilorin and Kaduna

Kaduna Abattoir and kaduna Cold Meat Market
Bauchi Meat Factory and Galambi Cattle Ranch
Kano Abattoir Company Limited

‘Flour Mille of Nigeria Limited

Nigerian Yeast Alcohol Manufacturing Company Limited
Nichemtex Industries Limited.

Partlial Commercialisation
AJaockuta Steel Company Limlted

Delta Steel Company Limited
Nigerian Machine Tools Limlted
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Enterprises” in which Equity held shall be
Partially Privatised

Enterprises _ - . . Maximum Federal
‘ ' Government Partici-
pation as ¥ of Equity
(after privatisation)

Agricultural, Co-operative and
Development Banks - ,
Nigerian Industrial Developmént‘Bank Limited..70% by the

- Fed.Govt. e
~and 1its
- agencles

Nigerian Bank for Commerce and Industry Ltd...70%
01l Marketing Companieé

Jos Steel Rolling Mill................ P 40%

Kateina Steel Rolling Mill...... .......f...a...40%
Oshogbo Steel Rolling Mill......... et I 40%

Fertilizer Companies
Nigerian Superhospate Fertilizer Compgny

Paper Mills
Nigerian National Paper.uanufacturing

Company Limlted...... . ..t iieiiinietnnneon c e 40%
Nigeria News Print Manufacturing Company k
Limited. .... ... i, s reeaee.. 40%
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Sugar Companies

Savannah Sugar Company Limited............... 40%
Suntl Sugar Company Limlted............c.ouun 40%
Lafiaji Sugar Company Limited........ R 40%

o Cement Companies
Ashaka Cement Company'Limited ............... .30%

Benue Cement Company Limited................. 30%
Calabar Cement Company Limited............... 30%
Cement Company of Northern Nigeria Ltd....... 30%
Nigeria Cement Company Limited, Nkalagu...... 10%

Motor Vehicles and Truct Assembly'Companies
Anambra Motor Manufacturing”Company Limited. .35%

Leyland Nigeria Limited.., ............ T 35% .
Nigeria Truck Manufacturing Company Limited. .35%
Peugeot Automobile of Nigeria Limited........ 35%
Volkswagen of Nigeria Limited.......... ISP 35%

Steyr Nigeria Limited........ e teereseaaaaa 356%






