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DATE 

• May 15 
(S?t.) 

May 16 
(Sun.) 

May 17 
(Mon.) 

May 18 
(Tues.) 

May 19 
(Wed.) 

May 20 
(Thurs) 

ITINERARY FOR VISIT TO NIGERIA AND GHANA, MAY 15-23, 1971 

TIME 

1530 
1628 

:. 745 

1125 

0900 
.._ 00 

:.::> 00 

~6 30 

2000 

""' 30 
.) -' 30 

=- 130 
:!.. 200 
1300 

~. 30 
. 800 

. ~ 30 

·oo 
..:,s3o 
l..L 30 

: _· oo 
~· 30 

: 630 
_730 
_ ·Joo 

: :oo 
.. ' JO 

- _)0 

GMT 

1930 
2028 

2145 

1025 

1600 
1650 

1830-2000 

Depart Washington--National 
Arrive New York--La Guardia 

Depart New York--JFK 

Arrive Lagos--met at airport by Mr. 
Ayida, Permanent Secretary, Federal 
Ministry of Finance 
Remainder o! day free 

AA386 

PA182 
(B 707) 

Meeting with Resident Mission ~ ~ 
Chief Awolowo, Federal Commissioner for 
Finance 
Joint meeting with Permanent Secretaries 
of Economic Ministries · 
Lunch free 
Lagos Chamber of Commerce and business 
leaders 
UNDP ResRep 
Dinner hosted by Chief Awolowo 

Depart Hotel by car 
Cocoa Research Institute of Nigeria (CRIN) 
Governor of Western State 
University of Ibadan 
Working lunch at University (Vice Chan
cellor and professors) 
International Institute of Tropical 
Agriculture (IITA) 
Depart Ibadan by plane 
Arrive Kana--meeting with Governor of 
Kana State 
Reception by State Government 
Dinner free 

Visit city of Kana 
Depart Kana by plane 
Arrive Port Harcourt--visit to industrial 
area and meetings with government and 
industry personalities 
Lunch free 
Depart Port Harcourt by plane 
Arrive Benin 
Meeting with Governor of Mid-Western State 
Depart Benin by plane 
Arrive Lagos 
Dinner hosted by Mr. Ayida 

Commissioner for E~tern£1 Affairs 
Secretary to Federal Military Government 
General Gowan 
Lunch free 
Depart Lagos GH555 
Arrive Accra--met by Minister of 
Finance and others 

Reception hosted by Minister of Finance 
Dinner free 
Stay overnight at Ambassador Hotel 

I 

May 14, 1 , 
(Revised) 

REMARKS 

Non-stop 
Met by PanAm car 
for transfer to JFK 

Via Casablanca 
t .'fs - a.o-o 
Federal Palace Hotel 

Non-stop 



DATE TIME .Ql1! 
REMARKS 

May 21 0900 President of Ghana 

. (Fri.) 1000 Prime Minister 
1045 Joint meeting with Ministers of Finance, 

Agriculture, Transport, Communications 
and Education 

j_l30 Minister of Finance 
:.215 Depart .Accra by helicopter 
1330 Arrive Akosombo (Volta River Dam) 

Lunch on board Presidential Yacht 
1630 Depart Akosombo by helicopter 
1745 Arrive Accra 
1930 Dinner hosted by Prime Minister Block Star Hotel 

May 22 . 0045 0045 Depart Accra LH551 Non-stop 

(Sat.) (B 70 7) 

0800 0700 Arrive Frankfurt 
1000 0900 Depart Frankfurt LH498 Non-stop 

(:6707) 

1335 1735 Arrive New York--JFK 
1425 1825 Depart New York--JFK · DL915 Non-stop 

1656 2156 Arrive Houston 
1720 2220 Depart Houston TT607 Non-stop 

1805 2305 Arrive Austin 

May 23 1600 2100 Depart Austin BN168 Non-stop 

(Sun.) 1640 2140 Arrive Dallas 
1800 2300 Depart Dallas BNlO Non-stop 

2146 0246 Arrive Washington--Dulles 

LEC 
May 14, 1971 



Sunday, May 16 

1125 

Lunch 

Monday, May 17 

0900 - 1000 

1030 - 1130 

/ 

/tl3o-13oo 

Lunch 

-/r 1530 - 1645 

MR.. ROBERT S. McNAMARA 

President of the World Bank Group 

Visit to Nigeria: May 16-201 1971 

Arrived Lagos - flight PA 182. 

~Received by: Mr. A. A. Ayida, Permanent Secretary, 
Federal Ministry of Finance. 

v 

Mr. Otto Essien, Principal Assistant Secretary, 
Federal Ministry of Finance. 
(Liaison Officer during entire trip) 

Dr. (Miss) S. 0. 0. Johnson, Official Hostess 
to Mrs. McNamara during latter's stay in Lagos. 

Brief press conference on arrival. 

Stay at: 

Private 

Federal Palace Hotel - telephone 26691 
Victoria Island 

No official program. 

Met with IBRD Resident Mission in Nigeria 

Met Chief Awolowo, Federal Commissioner for Finance. 
Messrs. Ayida, Obi and Essien present. 

Place: Ministry of Finance, Tinubu Square 

Met with Permanent Secretaries - Federal Economic Ministries 
(Ayida - Finance; Ebong - Economic Development; Asiodu -
Mines and Power; Lawson - Transport; Longe - Works and 
Housing; Shaib - Agriculture and Natural Resources; 
Williams - Communications; Ciroma - Industries; Adegoroye -
Trade) and Daniyan - General Manager, Nigerian Industrial 
Development Bank. 

Place: Federal Ministry of Finance, Tinubu Square 

Private 

Met selected members (about ten) of Chamber of Commerce; 
President of Chamber, Chief Henry Fajemirokun, in chair. 



Page Two 

Monday, May 17 

0900-1000 : Meeting with Resident Mission (Bank's Office) 

1800 

~ 

. . 

Address: 17, Kingsway Road, Ikoyi or 

Federal Palace Hotel 

Meeting with Chief Awolowo, Governor for the Bank 
and Federal Commissioner for Finance. Messrs. Ayida 
and Essien will be present. ~ 

lace: Ministry of Finance, Tinubu Square ,./uJ!.~?~ 
(15 minutes from Federal Palace Hotel 
and 30 minutes from Bank's office at , 
17 Kingsway Road, Ikoyi) h?i./;Z::!;.· . 

z;; ; .J_ )I 
Meeting with Permanent Secretaries, Federal Econom c ht ~-:' 
Ministries {Ayida - Finance; Ebons - Economic~z/ 
Development, Asiodu - Mines and Power; Lawson - '~~ 
Transport; Longe - Works and Housing; Shaib - ~ lrv 
Agriculture and Natural Resources; Williams ~~- ~~ 
Communications, Clr , - Industries; Adegoroye -h-V~j~~ 
Trgde) and Dapiyp. General Manager, Nigerian I ) ' 

-r-
1 

Indus trial Development Bank. ~ 
f.Ld... ·a.A ~ f; ~ 

: 

. . 
: 

Place: Federal Ministry of Finance, Tinubu Square~~ 

Private J).__Jf 
~, 

Selected members (about ten) of Chamber of Commerce 
*(Chief Henry Fajemirokun will give a brief welcome 

speech and is likely to address a few questions to 
Mr. McNamara. After Mr. McNamara's reply, meeting ~ 
will be open to participants. (Names of participant 
included in Black Book.) 

Federal Palace Hotel 

Return to Federal Palace Hotel 

Leave for residence of Chief Awolowo or uffet ~~ ll 
Dinner - 18, Andrew Street, Lagos ~~ ~~ 

?· , 
!2!!: A separate program for Mrs. McNamara for Monday, May 17 is being 

prepared by Government. Mrs. Burney has arranged a tea party 
at her residence (29, Queens Drive, Ikoyi) for Mrs. McNamara to 
meet about ten Nigerian ladies and Mrs. Fryer (wife of UNDP Resident 
Representative and Mrs. Hanson, wife of Resident Representative, ~ , 
Ford Foundation from 4:30 - 6:30 p.m. ~'f~~: 7 .& '7J 

~ - ~ ?¥-" ~ r~J ~ .. * President, Lagos Chamber of Co11111erce 
4 
~s .. ~ · _ 
~~:r-~7~ 
~ 





Tuesday, May 18 

0730 

...lZ3(r 

,.v'-1~ 
i31S 1330 

litOO 

I'~; I~ 
~ 

1830 

1930 

Dinner 

: 

• . 

. . 
: 

. • 

: 

. . 

Page Three 

(Mrs. McNamara will accompany party) 
/)1~ 

Leave Federal Palace H~~or Ibadan (by car), 
Enroute and via Ijebu-Od (Bank financed road). 
Arrive at CRIN at about hours. Dr. Opeke 
Director, CRIN, will me t at gate of Institute 
and conduct tour. 

Leave CRIN for Ibadan 

Arrive Ibadan 

Call on H.E. Governor of Western State 
- Colonel Rotimi 

Arrive University of Ibadan Campus and call on 
Vice-Chancellor - Dr. Lambo 

Working Lunch at Sultan Bello Hall (University 
of Ibadan campus) 

Host: Dr. Lambo 

Leave Ibadan for IITA 

Arrive at IITA 
Dr. Albrecht, Director, IITA will receive party 
and conduct brief tour and discussion. 

Leave ·fer Ibadaa Airport 

Leave Ibadan Airport for Kano 

Artive Kano Airport - Drive to Governor's House 
for courtesy call 

Cocktails by Kano State 
(Before cocktails, brief stop at Guest House) 

Free 

(Stay overnight at Government Guest House) 



Wednesday, May 19 

730 

0800•0815 

1100 

1115-1130 

1300 

1500 

1600 

1700 

1800 

2000 

. . 
: 

. . 

. . 

Page Four 

Leave Guest House for Airport - brief trip 
around town enroute 

Leave Kano for Port Harcourt 

Arrive Port Harcourt 

Call on Military Governor, Lieutenant Commander 
Diete Spiff 

{Program not known: visit industrial area; 
Port area?) 

Lunch - Host: Military Governor 

Leave Port Harcourt for Benin {Mid-Western 
State Capital) 

Arrive Benin 

Leave Benin 

Arrive Lagos 

call on and have discussions 
with Governor Ogbemudia 

Dinner at residence, Permanent Secretary, 
Federal Ministry of Finance {Guest list 
not known) 



that I shall have the oppor tunity of meeting General Gowen~ vw~~~ep~n 

~c::;rc-::.d · -i-~s-,..,bor..der-s~.- From him, and from the others I will be seeing, I hope to 

gGin a better understanding of your economic problems and opportunities, and 

o: you~ plans for the future. 

The purpose of my visi t ~s to learn how we in the World Bank Group ~ight 

e able to support more effectively your plans for the economic and social 

~ 
?-o;:r ress of the people of Nigeria. In doing so, I J.-J~temai n eeep-1-y consci ous 

(\ . 

of the fact that the support \ve prov~de 'tvill be.~---a-s ... '"l:~"':\rnys-l-rc1-s-been.,. modest 

-~~ ~ :.-:1 -elation to your ovm efforts. -~Lnde.~il....., that is as it should bEVr the essence . /--'' 
o ~ true progress is that it is inspired, shaped and led by the people of the 

cou11try itself. 

l'igeria occupies a place of special importance in the Bank Group's scheme 

o~ activ~ties . This is indicate~ by the fact that we have provided more 
...r 

. assistance for the development of this country than for any other nation in 

Africa . Our first operation here was a loan of $28 million (1Nl0 million) f or 

c: rai. ~vay project 13 years ago, \.;hen Nigeria 'hras moving to\vards the threshold 

of independence. Since then, the cumulative total of our financing commitments 

~as gro\vn to $375 million (bN134 m~llion) . It is my hope that, in the years 

:~:s country has already totaled $97.2 million (1N35 million); at that _evel , 

: t i2 nearly three times the 'figure for fiscal 1970 . 
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"'\. ._· -, .. __ ;:· \, 

Bank-Gr~up assistance to Nigeria has in the past been spread over a wide 
.'\ 

ra~se of sectors, including transportat~on, electric power, industry and 

education . Last month, we ~ppYoved a loan of $30 million (~N29 million) ~n 

support of your rehabilitation program. This month we approved our first 

opcr~tion in the agricultural sector-- a loan of $7.2 million (bN2 . 6 million) 

for a cocoa project in the Wester~ State. 'He exr:>ect, in the years to come, ... o_ 
l j-; , I ~ 

• (. ...... ""'·:: .......... : -'. -"' .J- " I 

be able to finance additional pro~ ects in the agr1.cultural sector ~. '!.'.:1'1.-s J.s t:l('2.3 .. ,/. 
sector \vhich does, ·and ~vill continue to, provide employment for the great 

maj or:ty of Nigerians. 

The increase in our activi~ies in Nigeria is symbolic of the increase th~~ 

is taking place in Africa, and indeed ~n the world as a whole . Nearly th~ee 

yez.rs ago, \·ie launched a program under wh.:.ch ~ve proposed that the world'~'.¥ide 

total of our lending in the five years thr~gh 1973 should be more than _wice 

';·7: a~ i~ had been in the previous ·'"ive years. Furthermore , while the g .... obal 

total would double, the Afric.:-.n tota., ~vould triple . We are already v:rell · on 

the 't.;sy to achieving these goals. In F :...sc2l 1970, the 'tvorlchvide financi:1g 

co~~itments of the World Bank Group were 98% above the annual average for 1964- 68 . 

Com..~:· tments in Africa were 170% higher. 

The purpose of our assistance in N~geria, as elsewhere, is not si~ply to 

support a project here or a project there. The purpose is to help to att2ck 

the crucial bottlenecks to economic progress \·7hich you yourselves have dete!"m:.ned 

to attack -- and thereby build a better, fuller and happier life for the peo?:~ 

o this country. He count it as a privilege to be participating~ 

~. ~~ . ..... , .,..! t'" d d . ,ihth ••t•t• -''-'h __ ._ .. ~8 ~ ..:..-.-}~ ..... n n~s great en eavor -- an en eavor 1:1. wn c ~. e ~nJ. J.a ~ve anc. .... ,e 

leadership lies with you. 





RECEiT TOPICS. OF _INTE!i.EST 

Decimal Currency 

Currently the currency is the Nie~rian pound (£N) subdivided 

into shillings and p~nce, ZNl = $2.80. Nigeria proposes to adopt a 

decimal system on January 1, 1973 based upon the NIAFA which would have a 

value of $1.40. One Niara would consist of 100 Kobes. • 

The Commonwealth and South Africa 

Nigeria supports the opposition of other African countries to the 

present South African regime. At the January 71 CommonHealth Conference 

in Singapore, Nigeria played a leading role leading to the formation of 

. ~he Committee of Six charged-with reviewing the situation regarding the 

·sale of defence equipnent to South Africa by the U.K. and reporting back 

within six months. . It was assumed that ·a moratorium on su~h sales would 

be in. effect pending the report of the Committee but when U.K. decided to 

sell helicopters to South Africa, Nigeria lvithdreH from the Committee, l-lhich 

is now b9lie~ed to be moribund. 

Canada 

Canada is actively involved in providing fina~ce and technical 

assistance for telecon~unications, railways and power. During a recent 
• 

visit t~ N1geria by~~. Sharpe, the Canadian Foreign ~linister, a no- . 

interest loan agreement for $20 million for the supply of 54 1500 h.p. 

locomotives \vas signed. A Canadian team is currently in Nigeria revie1dng 

and assisting the management of Nigerian railw·ays. TaL~s are also pro-

ceeding regarding the supply and financing of track. 



( 

-~ 

In the power sector Canadian financed consultants are revie1v.ing 

the operations of ECN and NDA 1vi th a viev1 to making recommendations for 

the merger of these two corporations into a single authority. 

In 1970 Canada financed a survey by consultants of the needs and 

feasibility of rural electrification. There are indications that Canada 

might .be interested in providing some financing in this field. 

The engineering and final design of ~vo additional generating units 

at Kainji is likely to be financed by Canada, on a loan basis. At present, 

Kainji has four English Electric units installed, with capacity for eight 

more. 

Nigeria is also discussing Hith Canada the financing of the engineerin 

for a transmission line to provide p01-Jer from Kainji to Niger. 

NIGZR 

After a recent visit to Niger, General Gowan announced a program 

for cooperation on econonuc, monetary, co1mnercial and customs affairs, the 

supply of povTer to Niger from Kainji, postal and telecommunications services , 

navigation on the Niger road, including the provision of tugs f or barges, 

road links, agricultural development and cultural and educational exchanges. 

CZECHOSOLVAKI A 

A Czech Trade Mission visited Nigeria in Februa~ for discussions 

on an extension of the Trade Agreement which expires in March, 1972 . 

Czechoslovakia has now started to import Nigerian oil and has announced that 

$40 million in aid is available for Nigeria's Development Plan and is 

releasable v-Then needed. 

HU!1ANIA 

A Rumanian delegation visited Nigeria in March for talks on possible 

co~peration with the newly established Nigerian Oil Corporation (NOC) in 

1vhich the Government is to be the majority stockholder. These talks w-ere 

said to cover the whole field envisaged for NOC, prospecting, production, 

r _ 



transportation and marketing of crude, refining and marketing of refined 

products, .and the development of petrol-chemical industries. 

L.4.BOR UNIONS 

There have been signs of increa sing labor unrest. During the 

war, wages were not increased commensurate 1Ji th prices. After the 1var, 

the Government introduced wage and pr ice controls in an effort to stem 

inflation. About the same time, a Corrnnission -vras established under the 

leade r ship of Chief Adebo to review -vrages and salaries throughout the 

count~J and in the civil service in particular. Work stoppages and go-slows 

developed in several indus tries and are as , including the dockers at Apapa 
_If 

l~Jl.1a rf, Nigerian Air~·Jays pe rsonnel and even among the doctors at Lagos 

Hospital. The Adebo Cor.uni s sion handed dovm an interim award covering the 

r.1a j c:ri t y c f tlu.G-colla r 1vol--ker , bu t slovJU&ss l n i lllpl~mt::n Gl11g -Ll:1lc; a:wa.cci gave 

rise to further protests and demonstra tions. It is expected that the final 

report of the Commission, when i ssued, will recommend wage and salary incr ease 

of not less than 20%, with some retroactivity. 

There are t 1vo main unions operating in Nigeria and both have been 

gaining some strength. Tile Nigerian 'l'rade Union Congress (NTUC) is a 

Moscow leaning organization claiming about 400,000 members. The :president 

and Secretary of NTUC, both regarded as leading :Marxists, vrere recently 

placed under detention for making anti-goverrunent speeches and advocating 

go-slows and strikes. This resulted in some demonstrations in L3.gos. 

other trade union, the United Labor Congress (ULC) is West-oriented and 

claims about 600,000 members. 

It was recently reported that the Govern..ment has announced its 

intention to nationalize Nigerian External Telecommunications Ltd. The 

Company which handles all Nigeria's external links is o-vmed 51% by the 

Nigerian Government and 49% by British Cables and Wireless. 

'fne 



FOREIGN POLICY 

At the time of the announcement of the decision to exchange 

diplomatic representation with mainland China, it was stated that this was 

in uniformity 1vi th Nigeria's policy of 11posi ti ve neutrali ty11 • At the 

same time Nigeria 1 s attachment to the principles of the OAU and Ul\f WAS 

re-affirmed. With the conclusion of the civil war, it is apparent that 

Nigeria is making known its willingness and even desire to play a more 

dominan t role in Africa affairs. The celebration of the lOth Anniversary 

of Independence on October 1, 1970 Has one of the first open demonstrations 

of this position. The Heads of State of all African countries (except S.A., 

Rhodesia, rfozE·.mbique and Angola) were invited, including the four countries 

which gave formal recognition to Biafra during the war. Attendance uas 

disappointing since it coincided with the funeral of FreEd dRnt 1\T::iSRP.l". 

Those that attended were treated to an impressive display of Nigeria's neHly 

developed r,U_litary might and offers of cooperation and solidarity. In 

furtherance of this policy General GoHon, during recent months, has pai.d 

formal visits to several neighbouring countries and more are planned for tha 

near future. 

SII:TTIEHENT OF BORDER DISPUTE 1rJI TH C~'l11lEROON 

The Akpa-Yafe - Calabar region betvreen \rJest Cameroon and South Eastern 

State has been the scene of frequent incidents over the past feH years. 

Off-shore oil exploration in progress to the South of the area has intensified 

the necessity for precise border delineation. 

During a State visit to Cameroon in April, a joint settlement by_. the 

Heads of State announced agreement on criteria for the settlement of the 

dispute. A team of experts from the tl~o countries 1-Till 1v-ork out details of 

the settlement. 

Cholera 

Some three thousand cases of Cholera have been reported in Nigeria 



( during the past year, resulting in 481 deaths. The Federal Government, 1·r.i. th 

the assistance of ~mo, has conducted a vigorous educational and immunisation 

campai~n and vaccine is now being manufactured in Nigeria. 'Ihe number of 

nevJ cases reported has declined rapidly in recent 1-1eeks. 

Urbani sa t:Lon 

Lagos is a classic example of urban drift v-rhich is well described 

in a recent article in 11vlest Africa" (Ann ex: 8A). It is interesting to note 

that the article suggests that a solution to the problem demands the 

resources of the Vlorld Bank . 

Establisrenent of National Corporations 

Steel: 

Under a decree dated April 26, the Nigerian Steel Development 

Authority 1v-as established to operate an iron and steel complex estL"nated t0 

cost approximately $335 million. The Authority is emp01-1ered to acquire · 

land an3nrv-here in Nigeria for· the complex, the feasibility of vJhich is beine; 

studied by a Russian Technical 11ission. 

Oil: 

On the same date, the Nigerian National Oil Company was also 

established vJhich is empo1v-ered to explore, prospect and mine oil, and lay 

pipes for crude oil, natural gas, water or any other liquid. It has Hide 

descretionary poHers to pursue any line of action which ·vrill f2.cili tia. te its 

operation, including entering into contracts or partnerships 1-J i th any 

company, firm or person. 

The Corporation will be subject to all regulati ons regarding licenses 

or leases, except that its prospecting and exploration licences -r·Iill net be 

limited in duration. 

The Company will be managed by a Board, cha ired by the Permanent 

Secretary of the Federal Hinistry of Hines and Power. 'Ihe Permanent 

Secretaries of the Federal J.vlinistries of Finance, Industrie_s :1nd Economic 



Development vdll be Board Hembmers. 

Earnings will be retained by the Board but investments in projects 

or award of contracts in excess of $140,000 ~~11 require the approval of 

the Federal Executive Council. 

TRAFFIC - EIGHT-HAND DRIVE 

'Ihe Government has set April 1, 1972 as the date for changing to 

a right hand drive traffic pattern a.n.d is spending I:,N1 . .5 million on a 

public educational program • 

• II 
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. INTERNATIONAL MONETARY FUND 
I NTER~,ATIONAL BANK FOR RECONSTRUCTrON AND DEVELOPMENT 

INTERNATIONAL FINANCE CORPORATION 
INTERNA lOr AL DEVELOPMENT ASSOCIATION Press Release No. 55 

HOLD FOR RELEASE 
UNTIL DELIVRBY 

Thursday, September 24, 1970 

September 24, 1970 

Statement by the Hon. C. N. ISONG, Governor of 
the Central Bank of Nigeria and Governor of the _Fund for 

NIGERIA, at the Joint Annual Discussion 

I should like to thank the President and the Executive Directors of 
tl;le Bank for the moral and financial assist ance given to my country for 
the last three years despi te our unf ort tma-Ge civil 'v·Jar. \:-Je appreciate this 
stand because of the effects the unique 1nfluence of the Bank Group decision 
had on governments, the private sector, a..Yld other well-intentioned 
institutions during the most critical period of our national history. The 
immediate and massive capital aids given to my country _.at the end of the 
conflict have, in addition to our internal efforts, enabled us to make a 
quj_ck recovery, which in tur n has made it possible for us to embark on a 
Four-Year Economic Development and Reconstruction Progrrun estimated at 
approximately £N 1,~00 million in both the public and the private se~tors. 
Jve intend to finance much of our capital requirements from internal 
resources with the support of foreign assistance. Naturally, we expect 
further assistance from the Bank Group in the process of laying a firmer 
foundation for our reconstruction and rehabilitation efforts, 1vhich are 
aimed at giving birth to the new nation for which we have fought so hard and 
sacrificed so much. • 

Having said this, I should like to touch on a number of important 
points concerning the objective role of the Bank Group. We have been 
inspired by the enormous achievements of the President of the Bnnl\: and his 
able supporters, since his taking office, either in reappraising this role 
or in al terin·g the basic administrative struct1.lre of the organization of the 
Bank Group to make these institutions more efficient and adaptable in meet
ing a ne\"1 challenge. In spite of these efforts, hovJever, it is no secret 
that, each year during these meetings, \~e continue to witness the unde
sirable phenomenon of the ever-increasing gap betv1een the poor and the 
rich nations. We see also the effects and the dangers of ever-increasing 
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debt burdens on the poor countries, resulting in some cases in attempts to 
meet these corr:mi tments by increasing taxes, a situation -vvhich, in turn, 
creates a vicious circle by generating a disincentive for investment in ...,.A~s 

their economies~ VIe experience, from year to year, the dangers of inflation 
in both the developed and the developing nations and the grim consequences 
of an alternative policy of deflation. The perennial problems of interna-
tional liquidity and balance of payments, resulting .in a number of economic 
ills, are still with us. . 'Ihe fact that these problems occur in ever-increas-
ing momentum, from year to year, must inevitably lead us to reappraise con-
stantly the basic role of the Bank Group in both tl1e economic and the 
political field. 

In our view, the Bank Group cannot aspire to eliminating absolutely the 
gap bet~·Teen the rich and the poor countries, since that would be aiming at an 
impossible goal. All that the developing countries are asking for is for a 
narrowing of this gap, and this cannot be done by merely increasing the growth 
rate in the developing countries. This point has been ably stressed by the 
President in his opening address. vfuatever may be the objectives of the 
Bank Group, these objectives rnust include the essential elements by \~lhich, in 
the long term, a developing nation achieves a balanced grm'lth rate in a 
manner tvhich engenders economic and political stability. 

V.Je believe, however, ·that through its constructive roles and the use of 
its development funds in the right direction, at the right time and place 
and with the minimum of cost, in terms of money and time, combined with its 
influence at the world level--as we have explained--the Banl~ Group can assist 
the economies of the developing nations to mal<.:e a great leap forward, given 
the VJill and proper planning. It is our view that, despite the dramatic 
changes i<'lhich have taken place as a result of a redefinition of the prior
ities of the Bank Group, we must still consistenly strive to evolve a new 
organic role· for the Ba~~ Group. If we accept the basic proposition that the 
role of the Bank Group is_ to provide an essential lever for rapid and 
bu.la.nced. development, i..l1en a ~i1arp · di vis.ion between rich and poor coun-
tries as regards the conduct of their business must be avoided. This is 
one sure way of avoiding disillusionment. IV1ore understanding between the 
poor and the rich :nember ccuntries is necess&ry in the evolutionary process 
of reaching out for the maxlmwn satisfaction of the member states in the long 
term. If the rich countri~s are content with becoming richer year by year, 
sometimes at the expense of the poor, and if the poor countries fail to 
take full responsibility for their actions or to evolve a rational economic 
policy to reduce their state of poverty, then, clearly, a state of economic 
and political disequilibria will be reached which wil~ defeat the objectives 
of the latter. 

One way in which the World Bank Group can assist in developing this 
philosophy and attitude of mind is to forget, in the consideration of the 
affairs of the developing nations, that there is a divicion between the 
·private and the public sectors. Each nation's economic problems should be 
viev1ed pragmatically vli thout ar:.y preconceived ideas, but only in the light 

i '·-· 
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of the proble!·ns posed. In the final analysis, what has been said here is 
merely a question of emphasis, since the principle has, in the main, been 
accepted by some members of the Barile Group. Ue would need to continue to 
stress this point from year to year. 

Take, for example, the emphasis placed on the development of infra
structure, VJhich in turn is based on the asseurnptioa that by laying a firm 
foundatio11 for development there would be an automatic infloH of private capital 
from the developed nations. In consequence, because the developing nations 
are :..1ot. finane;ing their own infrastructure, mostly from internal savings, 
pressures develop on fiscal resources as regards short-term con1111itments. 
I have cited this example merely to demonstratE' that rigidity in a particular 
concept, while solving a particular problem, may also create a serious disequi
libriwn in some other essential sectors of the economy. It also follows from 

\ 

this that the principles governing the disbursement of loans received from the 
Bank Group should be more flexible, and that all projects should attract Bank 
Group loans, subj2ct to GUarantees, if the recipient countries are to reduce 
disequilibria to the minimwn. If we accept this proposition, it follows 
further that the reallocation of the Bank Group resources, as betwee11 IDA, 
IFC, and the Bank, is both necessary and desirable. Plnally, the proposition 
entails a closer coordination between the Bank Group and the recipient coun
tries at the very beginning of the planning. Put bluntly, recipient countries 

/ should be ,.,able to determ~ne how mu~h of such loans should go in~o va:i~~s. 
1 sectors or the economy, 1n order, 1n the long term, to reduce d1sequll1Drla 
1 to the minimvJ:1. The continued imposition of a concept by the Ban.~ Group on 

the recipient nations may, indeed, under certain circumstances do more harm 
than good. It is with this in mind that I would recommend a further reap
praisal of the approach to development finance by the Barllt;: Group. 

Related to vJhat I have S3.id is the question of the burden of debt 
servicin;::;. To sortJe Cie·v·elop2.ll[; natio1lS t~1e problem is no't loans but the 
effect of the machinery of the Group lending whieh gives rise to debt burdens. 
Takine at random six major Group projects in Nigeria, a rise in the price 
of the original contracts is estimated to be, en the average_, 25 per cent. 
In addition~ thPre e.re the ccsts of co:t-15U.lta1lLs auu excet>sive dra1ns o·f 
foreign exchange -;•Thich result from the contractors taking to their home 
countries a di-sproportionate amount of the foreign exchange made available. 
Such contractors invariably utilize local overdraft facilities and thu..:>ly 
add to the costs. This has arisen because a tripartite control of foreign 

\ 

contractors and consultants, in practice_, poses enormous administrative 

\. 

problems as \·lell as problems ~f responsibility. Usually, a rigid adherence 
to the legal format devised by the Bank Group raises fundamental, legal, and 
constitutional issues. The channeling o·f the Group funds to industrial sectors 
on the basis of rigidly held views leads to distortions where capital is 
diverted to expatriate interests. VJe suggest, therefore, a reappraisal in the 
conduct of the affairs of the Ban].{ Group for the sole purpose of reducing 
dis~ortion, disequilibria, and waste. 

I now take up the question of IDA. \'Jhile ·appreciating the enormous 
increase in IDA funds within the last two years, we urge that more effort 
should be made not only to increase IDA reso~rces further but also to evolve 
a more equitable formula for their distribution. It is not the intention of 
my Delegation to urge that those countries who have benefited most from IDA 

' -
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~hould be deprived of their legitimate needs, but we do seriously urge that 
a large proportion of IDA funds should go to Africa and other developing 
countri -:. :; which have hitherto benefited the least, by reviewing the 
principles governing their disbursement. 

'I·his brings me to another basic issue which has often been raised by 
the developing na·cions, namely, the question of study:Lng a possible link 
betMecn development finance and SDRs. fVly Delegation fully appreciates the 
arguments advanced for and against the proposals but we must nonethele3s 
stre:>s the need for such a study on the grounds that any Hay of ensur1ng 
increased development f:i.nance to developing countries is both desirable and 
healthy for the rich as well as for the poor countries. It is an accepted 
fact that the SDR system is noN off th2 ground and, from all accounts, it 
is v;e>rking satisfactorily. But this should not be merely a palliat1ve. It 
must form a part of the cure for t h e serious ailment and mala.ise of the 
developj_ng nations. Some of the objections to this link do not take into 
account the long-term political and economic stability of the developing 
nations. In the final analysis, when the demands of the developing nations 
a~:'e seen against the spectrum . of world events, tl're link bet11'1een the SDR system 
and development finance would be found to be desirable. 

I . nov: raise another basic issue, namely, the question of participation 
in the ownership and management of projects financed by the Bank Group. 
Reference hc.s.been made to this earlier. More and more developing nations 
Nish to participate in both the management and m·Jnership of businesses 
developed w:i.thin their countries. It is a good sign that this concept is be
':-min;;; increasingly acceptable to do:1or countries at public and private 
levels~ The Bank Group should e •olve a way of accelerating the development 
in this field by making foreign exche>..nge available to foreigrl investors. 
In most cases such capital will be reinvested in the fields reserved for 
exl;atrlatl3s. The 3cheme itself will p!'oduce a climate of J;:utual conf2.dc:!1Ce 
and reduce tension, and thus minimize take-over b :i d.~ by gove-rnn10nt.~ ~ 1_Aji t.h0~.1t 

an indigenization of certain sectors of the economy of the developing nations 
tb.ere can be no long-term Northvlhile satisfaction of a political and ecori.cmic 
nature. 

Finally~ I come to the question of the effectiveness of the conduct of 
the Annual Meetings of the Batik and the Fund. It seems to me that this is 
a formal and official forum where the rich and the poor nations of the club 
!'rieet to air their respective points of view. The meetings of regional groups 
and thej_r informal consultations i'rl th the officials of the. Bank Group and 
the Fund a.:re i:;.islll:l desirable. But controversial issues seem to tear 
apart the rich and the poor member countries and all one hears are rumors 
from the corridors. It is the vie\·l of my Delegation that such an atmosphere 
does not generate mutual confidence. It may be necessary for informal 
meetings of the Big Five, t-"li th representatives of the poorer nations, to 
take place during Ar..nual I'~eetings under the chairmanship of the President 
of the Bank or the Managing Director of the Fund to discuss matters of 
mutual interest with a viev; to understanding each other's point of vie\·r. 
It is not ·intended that decisions should be taken at such meetings nor that 
forr.:e.l agenda should be drawn up. Even if the rich nations become cnly a1·1are of 
ou.r feelings, and vice versa_, positive achievements t-muld have been realized. 
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Population (mid-1970) 

Current rate of growth 

Denai ty ot population 

GDP per capita 

(1969/70 at current factor coat) 

GDP at current factor cost, 1969/70 
of which: 

~riculture 
Mining, manufacturing 
and crafts 
Genera+ government 
Other 

GDP at 1962 ~ctor cost, 1969/70 

Rate or growth, 1965/66-1969/70 
1962/63-1965/66 

Percent of GO? at current factor cost 

Grona domestic capital formation 
Gross d~estic savin~s 
Balance df payments deficit 
on goods and services 

Money e.nd credit ~ N million) 

. Money supply 
Q;uasi-money 
L.omestic credit 
lto gover~~ent sector (net) 
_to private sector 

Consumer prt~~ index (1960 : 100) 

Government finance (£N m~llion) 

Current revenue - Total 
Collected by F~deral Government 
Current expen1iture 
CUrrent def'ici t 
Capital expe~1iture 
Overall deficit 
Internal sources 
External 1oa."ls and grants 

JriGERIA 
!} 

BASIC DATA 

924,000 lqu&re kilometers 
!I 

66 million 

2.~ p.a. 

71 per lqu&ro kilcimeter 

About US$ 70 

~ N 1,639 million 

13.~ 
3.4~ 
30.~ 

£W 1,514 million 

-0.5 p.a. 

'·' p.a. 

~ 1968/69 1967/68 

n.a. n.a. n.a. 
n.a. n.a. n.a. 

4.9 4., 3.0 

August 31 End o~ period 
lli.Q 1969 1968 

272.9 222.1 169.6 
147.8 107.7 91.7 
5o4.4 415.4 312.3 
n.a. 293.4 198.3 
n.a. 122.0 114.0 

196'~·L62-19§2.L67 

14.5 
11.2 

. 4.6 

Averagn Annua.J. Ir.crflQSe 
1967 1966-1969_ 1954-1966 

162.7 7.ilf. 11.~ 
65.6 9.~ 20.5~ 

246.8 22.5~ 28.8~ 
99.9 69.CJI, 1~~ 146.9 . -9.~ 

November . Annu,e.l Average a Average Annual Increase 
1970 1969 1968 }-967 1967~1962 1964-1967 

1~ 134 119 122 '·~ 2.9'J 
1jJ Averaee Annual Increase 

1970L71 19§9/70 1968/69 ];2§Jj68 19f:bl67-1969L7o 1~4L6C.1'¥-hL67 

n.a. ~9.4 166.6 . 157.9 7.1~ 3.4j 
326.0 210.1 142.8 142.0 10.~ 3.~ 
n.a. 392.4 222.6 175.8 33.5~ 5.1~ 
n.a. 163.0 56.0 17.9 ~ -7.2S 
n.a. 72.7 68.7 65.7 -12.~ 13.~ 
n.a. 235.7 124.7 83.6 46.8~ 22.5S 
n.a. 225.0 117.7 64.4 60.~ 17.~ 
n.a. 10.7 7.0 19.2 ~l,.l~ 44.~ 
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External public debt (US$ million) 

Total debt (including undisburaed) aa or Dec. 31 
Total debt service 
·nebt eervice relative to foreign 

exchange earnings of Nigeria 

Balance or pa:,'ll\ents (US$ million) 

Total erchar.Use exports including petroleUII 
Hon-petrole~ exports aector 
Net foreign exch&nge receipts from petroleum/ 
FoNtgn exchange earnin'!• of tl~~eri& 
Total i~~~ports of goods nd net services or 
non-petrol ~ sector 
Deficit on goods and services 

Commodit cor.centration o! e orts 
P reent of d~estic merchandise 

export earnir.~s) 
Crude petrole·.Jm 
Cocoa 
Groundnuta a.n:l products 
Palii produce 

Orrtcial external reserves (ust Million) 

Central Bank §.1 
Other ot'ticj,a.l 

Total 

1270 
~ 

!27.2 

57 
15 
9 
3 

~ 
151 
63 

21~ 

!2§.2 

661.1 
6o.4 

9.1~ 

~ 
890.8 
'24.2 
156., 
680.7 

945.3 
264.6 

~ 

41 
17 
16 

3 

1970 

146 
107 

253 

~ 
583., 
479.9 
8o.6 

56<).6 

760., 
199.9 

~ 

18 
25 
25 
5 

.!2§2 

131 
22 

IMF position (US$ million) 

Quota 

~ 

135 
Drawings outstanding 
Gold tranche position 
SDRs 
Allocation 
Holdings 

Rate of Exchange £Nl.O $2.8o 

15 
ll 

31 
3l 

!/Because of the civil disturbances, _the coverage ot' the three Eastern 
States during the period 1966/67-1969/70 11 uneven and incomplete. 

gJ Official estimate. Other estimates are as =uch as 10 =illion lover. 
if Credit to government sector (net) at the beginning of 1964 waa 

virtually zero. 
!/. Provisional and/or partly estimated. · · 
5/ I.n 1966/67 there was a current aurplua ot £ N21.4 million. 
~ Includes SDR's. · 

April 13, 1971 

~ 

631.2 
162.1 

7." 
~ 

668.6 
467.0 
136.4 
6o3 ... 

730.0 
126.6 

~ 

30 
23 
16 
4 

~-

115 
28 

1~3 

1966-1969 

,.6~ 
-1.~ 
8.~ 
o.~ 

2.~ 
6.~ 

~ 

1' 19 
22 

1' 
~ ~ 

~ 
15.~ 
2.~ 
31.~ 
6.6j 

3.~ .... ~ 
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After the tragic events of the pastten years, which almost 

balkanised Africa's most populous and promising country, Nige ria is 

begirining to consolidate its political unity. Early years of independ-

ence sa11 little political and economic progress due to Heak Federal 

direction. The three pm.rerful regions, distrustful of each other , struggled 

f or the domination of the cent er, which sv-;rayed indecisively, trying t o 

minimize tribal and provincial anj~osities, until in 1966 a coup ended 

the first republic. · The coup 1~hich is said to have been moti vat2c1 by a 

desire to curb nepotism and corruption, unfortunately turned into c:.n 9ffort 
~'* 

by one ethnic group ( Ibos ) to take over the effective control of the 

acL~i nistration. An effo~t of the coup le~_ders to do away 1'Jith the I'·3gions 

organized by soldiers, mainly from the North (Hausa ). In 1967, the 

military government, under General Go1-ron created the p:t~e sent tHelve state 

structure in order to minimize the domination by and conflict bet1-..een the 

t hree major ethnic grm.::.ps - Rausa, Yorruba and Tho - and als o to better 

protect the jntsr2sts of smaller ethnic groups. Before Gowan's l eadership 

and hi s intentions could be tested, Ojula·ru, convinced of his role as a 

saviour of ,tbe Ibos , called the easterners to "fight for survival 11 and 

thus pl unged the count0J in a long and e~~ensive civil war. 

after th9 end of thi3 three-year 1tJar, Nigeria has begun t o give an i:rnpression 

of normalcy but it still suffers from deep Hounds i nflicted by the 1--rar 

and the ills which caused the near dis-memberment of the country. The 

Government under Gowon, however, seems to be determined to reconcile 

internal differen~e, to mobilize its material resources and thus crea.te a 

"self-reliant egalitarian society" . It is a tall order for the military 

government no1.; and the civilian government when it takes over in 1976. 
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In spite of these obstacles Higeria, with its resources, could become the 

first black African country to reach an economic "take-off point" within 

the ne:;ct, dec'lde. Political leaders, acono~ic plan3ers and administrators 

have to thi~~ in national ter.ms to be 2ble to guide and direct the national 

effort for development · - this has been lacking in the past. , 

The creation of the twelve-state structure has been the most 

significant development since ind8pendence. The increase in the number 

of states mean a substantial increase in expenditure on administration and · 

is likely to cr~ate problems of coordinating efforts touards national 

economic/political progre_ss. Cre~tion of more states, has, hcwever, given 
. 

a sense of seturity to smaller ethnic groups by undermining the domineering 

posture of the old regions. Ho1-v effectively it -..Jill be possible to 

administer smaller states 1vi th more homogenous groups than before 1-:ill 

depen:l on P.m·T soon effective state adninistrations are set up, especially 

in ne:-r and bacl{l·Jard states like RiYer, South-Eastern, Horth-Eastern, and 

North-Wsste~n; the degree of Federal Government assistan~8 ani guidance 

in directing th~ states to formulate and implement their plans, VTithin the . 
fraJileHork of national priorities; and the ability of the Federal Government 

to allocate . ~esources on .the basis of the needs of the states rath9r th~P 

on the principle of derivation. It might indeed t~e several years before 

th13 states 1-1ill look to the center as the guardian of their interests rather 

than as an un1Syr.lpathetic aut!lori ty. The center, itself hc.s suffered from 

lack uf _tr~1ned staff and froin bui·aaucratic jealousies. The recent re-

shuffli~g of Per.man8~t Secretaries and senior personnel should result in 

considerable improvement. 

The 1-!a:t.io!'lal Plan (1970-74) launched on November 11, 1970 gives 

high priority to the !Y'.ining industry, transport · and ccrnmllnicntions, educatic·n: 

and agriculture. Implem'3nt.ation of the Plan {total £.Nl.6 b i1lior. public 
Q 

and private investment) will 

----
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depend, among other things, on the executive and coordinating ability of 

the Federal and State administrations and on the degree of political stability. 

The success of the Plan (intended to move Nigeria out of the war economy and 

on an accelerated gro1.ftl1 path by the mid-seventies) is crucial for political 

harmony. Nigerians are said to be obsessed with politics but they are 

also "little entrepren~urs 11 , and, given the choice, they 1-Jould not hesitate 

to give up the political pastime for improving their economic -r.-rell-being. 

Government's commitment to the Plan is the first constructive step 

tm-Jards political harm.ony. Implementation of the Plan 1vill require re-

organization and strengthening of Government machinery, streamlininr; of 

administrati ve .. P.procedures and effective l eadership. Although national 

efforts so far have been s-pent in t ackling provincial problems, the grmf~Ting 

class of facto-ry 1-rorkers, Hage earners (organized labour) in major citi3s 

( and cocoa and groundnut farmers (suffering from the short-sighted pricing 
I 

policies of marketing boards and Nage freeze improsed du!'ine; the lvar on 

the one hand, and rising price levels of agriculture inputs and consumer 

goods on the other ) are challenging ethnic divisions ' ani st&te boundaries 

to collaborate and to assert their rights. In an attempt to attain 

national stature, prominent politicians are openly preaching socialism 

as the answer to Nigeria 's social ills. The Plan itself recognizes the 

need for th-3 re-distribution of income, to create "a just and egalitarian 

society Hhere the Government is guided by the true aspiration of the people" . 

Organized labour is no serious threat so far, but if the farme1· and the 

working class is not allowed i ts rightful share , localized unrest and strikes 

are bound to haunt the Government , c.,S they have since just before the end 

of the rar . 



- 4 -

Yet another f~ctor which -vrill play an important role in Nigeria 

is the oil boom. Given the quality of its oil, nearness to European 

markets and little or no fear of nationalization within the next 7-10 years, 

Nigeria has become the most attractive source of supply for oil companies. 

It is important whether by 1974-75 Nigeria produces 2.5 million barrels a 

day or 3 million, but more important is the -vray the income from oil is 

spent - conspicuous consumption or investment to uplift the majority of 

Nigerians who live ~n ramote areas in utter poverty. If Gowan and his 

close advisors have their ·ilc;,.y, everyth:_ng 1vill be done to help Nigeria 

become one country, 1.vith mobility of people and. economic opportunities for 

all. 
_II 

There are some who accuse the military generals and Gm·ron 1 s close 

advis ors (a few highly-placed civil servants) of retaj_ning povr3r by delaying 

the return to the civilian rule. Corruption, 11hich probably w-as one of 

the strongest reasons for the January 1966 coup, still thrives and is re-

garded as the 11 cost of doing business 11 • To shake do-vm blatant corruption 

·Hill mean the sacking of many senior n:ili tary officers, civilian corrmd.s sioners 

(both state and federal) and screening of civil servants. The best one 

can expect is to check corruption, especially in the light of increasing 

oil revenues 1-;hich is attracting "carpet baggers 11 by the score. . In spite 

of the disappointment on the part of politicians and vested interests, the 

masses support the Government in carlJring out the program but their support 

1vill be conditional on the progress mB.de in ensui g years. The next 2-3 

years are crucial not only for rehabilitation of Har affected areas but 

for establishing ground rules for future political and economic progress. 

Th3 Government needs to concentrate its energies on domestic issues for a 

number of years to come , but the leaders of Africa's most populous and one 

of the richest countries are bound to play a leading role in African and 

international politics. 
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It is unlikely that Nigeria "Hill involve itself directly in 

assisting independence movem3P-ts in Southern Africa, but with its resources 

and a large army (200,000 esttmated) it is bound to assume a leadership role 

in championing the cause of black Africa,~~rough the illJ, OAU and other 

international forums. Although closely associated 1vith the West, in its 

poli tica.l orientation and trade, it is trjing to establish itself as a 

non-align2d force in Africa. 

Support to the Federal Government during the war has given the 

Soviet Union a unique political advantage which surprisingly the latter has 

not apparently cashed in on. Soviet interests so far have been limit-ed to 

supporting som2 trade union act i vities , one or t-vJo ne-viSpapers and easy access 

to the Head of §tate by Soviet diplomats. Relations w-ith a n-mnber of other 

Eastern bloc countries are good and improving. UK continues to be the most 

influenti2.l 'IJestern CouP-try because of its private investment and trade 1·Jith 

Nigeria. Important as they are , relations 1.Ji th UK might suffer if the arms 

deal vath South Af ica is consun@ated . Relations 1rith Canada, Netherlands, 

West Germany, Japc..n and the USA are good and relations with France are irn-

proving. The recent decision of the French Government to join the Consultative 

Group is the best manifestation of this. The -French oil company, SAFRAP, has no-H 

reportedly reach8d agreement rri th the Federal Governrnen-1:, 1-Jhich will permit it 

to resume its operations. The agreement is said to provide for the 

Government to r eceive immediately a 35% interest in its opera~ions, rising to 

SO% when SAFRAP production reaches its pre-war production of 400,000 b/d. 

As the sensitivities of the civil war are diminished it is expected that 

relations vrith 1vestern countries will impro,-e. Nigeria has friendly relations 

uith Arab countries and it maintains diplomatic relations with Israel. 
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Since the end of the war, Nigeria has made overtures of economic 

cooperation 1~ri th Niger , Cameroun, Chad and Dahomey, planning regional 

development projects for roads and pm,rer . Relations with Ghana are still 

strained but reconciliation with four African countries (Ivory Coast, Gabon_, 

Tanzania and Zambia) which supported Bi3.fra is an example that frictions 

lvi th other African countries should not be taken too seriously . 

Conclus ions 

After ten year-s of frustrations, Ni.:seria is startin~ ane-vr , to prove 

that the Nigerians can and should live together as a nation despite their 

great diversity. Lm·r per capita income , lack of trained manpo-vrer , bribery 

and corruption, _tribal and religious tensions, unbalanced developm3nt c:.nd 

lack of corrlTlu!lications are eome of the serious constraint3 that may continue 

to inhibit political stability and frustrate efforts ·co develop national 

resources~ On the othe r hand, the 3ize and +.h::.: resources of tho country, 

the tHelve state structure and th2 Government ' s comrnitm~nt to set the house 

in orde r are important develop::ncnts 1-rhich co:1ld yield handsome dividends. 

Although another attempt at 3ecession can be discounted, loc3-lized unrest 

(because of soc:Lal imbalan.-;e) a:1d pro"~.rincial coni'licts can result in "t,raste 

of resources. Generally speaking, peo;>l.e do not recall Hith a.ffsction the 

former ci ' .... ilian regime. They Hill judge the p~esent military Governm~:mt or:. 

its accomplishi·nents in the next 2-3 years. 

The Federal Government has a formidable task in ca r ::.--yinrr out 

effectively General Gm·Jon' s 9-po2.nt program (Ann ex .5A). The question is 

Hhether the Gener.J.l, Hho runs the Government as a chairm;;tn runs a corporation, .. 

is strong enough to lead }[igeria during peace time . He enjoys the 8Upport of 

senior civil servants ar:.d 111Tould need the backing of' the a.rmy, and the .full 

coo~erqtion of states and of ~ocal leaders to concentrate national efforts 

r 
on such thorny problems as taking a c~nsus , allocabion of revenues , and 
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organization of electi-ons. He is the best compromise candidate and 

there seem to b~ no contenders. The Federal Government is taking its 

taslr seriously and one can look -vri th some confidence to the next 3 to l~ 

years as a period of reasonable political stability during vJhich time 

basic institutional changes necessary for effective administration would 

have been made . 

. Self-confic~ence 7 national r~sources and the promise of e1:-bernal 

help places Nigeria in a unique position to develop its resources rapidlye 

It must succeed, hecause the alternativ~. s are not attractive. Failure 

of the present Government might mean a long period of political and econom.:_c 

staGnation ,rit}! misuse of national resources. This might Hell take N.i.~eria 

b ck into the crisis of the past , with tbe prOS?3~t of )olitic~l lisinte3rat:on 

arising 2-~ain . 
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ANNEX )A 

GENERAL GO~..JON' S NI1~E POINTS 

On October 1, 1976) Nigeria celebrated the lOth Anniversary of its 

independence and at that time, General G01·1on addressed the nation and set 

out a nine point program of tasks to be achieved before the government can 

be handed over to civilian rule with a full sense of responsibility. 

(i) Reorganisation of the armed forces; 

(ii) Implementation of the National Development Plan 

and the repair of the damage and neglect of the Har ; 
..If 

(iii) The eradication of corruption; 

(iv) Settlement of the question of the creation of more states; 

( v) Pre!)aration and adoption of nelJ constitution,; 

(vi) Introduction of a neH revenue allocation formula; 

(vii) Conducting a national population census; 

(viii) Organization of genuinely national political parties; 

(ix) The organisation of elections and installation of 

popularly elected governments in the states and in 

the centres. -

Background Notes on the Nine Points 

Point (i) 

During the civil ~-:ar , a small colonial army, 10 to 20 thous;;,nd strong, 

Has expanded to an estimated strength of 200,000. 'fne Navy a::1d 

Airforce "tvere also substantially expanded. During the Plan period,_ it 

is proposed to reorganise and redeploy the armed forces to maintain 

internal security, defend against external aggression and preclude 

future political interference 1rrth the armed forces. 



Considerable sums are to be spent on barracks and equipment 

and large scale barrack building has already begun in several 

areas of the country. 

Hassive demobilization of the Arrrry would serve only to aggravate 

the serious unemploJ~~nt problem which exists, particularly in 

the urban areas. 

Point (ii) 

The General announced the draft Plan Hhich envisages expenditures 

of bNl,595 million ($4,466 million) based upon five objectives: 

(a ) A united, strong and self-reliant nation 

(h) A great and dy~anu c economy 
-"' 

(c) A just and egalitarian society 

(d) A land of full and equal opportunities for all its citizens 

(e) A fr·ee and ueHtoc;ra Lie; c;oclety 

He emphasized the difficulties of i mplementation and the need for a 

higher level of domestic savings and stressed the need for more even 

development in the country as a whole> both economically and 

educationally. 

Point (iii) 

General Gowon spoke strongly of the need for observance of stringent 

moral standards and his refusal to tolerate abuse of office for personal 

enrichment. He promised to establish tribunals to deal speedily wi.th 

corruption both in public service and in society in general and that 

the military government Hould set a nell pattern before the return of 

civilian rule . Several tribunals to investigate alleged corruption 

have already been in operation. To combat an increase in violent 

crimes, the death penalty has b'3e·.1 extended to robbery wl th violence. 

Since the end of the war, fifteen people have been publicly executed 
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by firing squads in South Eastern State, and three persons, including 

a former Lieutenant in the Nigerian Navy -vmre similarly publicly 

executed in Lagos in April. Executions have also taken place in 

other states. 

Point (iv) 

In 1967, the country was divided into twelve states -previously it 

had consisted of four regions and the federal capital (Lagos ) . The 

criteria applied for the creation of states 1-vere : 

(a) No one state should be in a position to dominate or control 

the Central Govern~ent; 
.. ~ 

(b) Each state should form one compact geographic area; 

(c) Administrative convenience taking into account th9 facts of 

histt:n-y and the 1-vishes of the people; 

(d) Each state should be in a position· to discharge effectively the 

functions allocated for former region~l governments. 

The applications of these criteria c.ould have given rise to not less 

than eight or more than 14 states. In spite of certain grievances, 

the General is convinced that the tuelve states established provide the 

basis for political stability and their creation has corrected the 

structural inbalance of the t1,v-elve states and it is not the intention 

during the next four years to consider changing the structure . The 

matter will be revieHed at the end of the Plan and if the need for more 

states should then be apparent, they -rill be created before handing 

over to an elected government. The General warned of the dangers of 

ethnic and clanish exclusivity and affirmed. the right of every Nigerian 

to free mobility and to settle and Hork 1vherever he chooses, 

irrespective of ethnic origin. 
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Point (v) 

Probably the most important and difficult task of the military 

government will be that of preparing a new constitution. A panel 

is to be set up to draft a constitution, to be followed by a 

Constituent Assembly. 

The Federal Constitution will be rnaintained based upon the concept 

of ON'~ NIGERIA. 

Point (vi) 

The allocation of revenues has been a continouous problem since 

independence. It has been the subject of several especially established· 

bodies _and an interim formula was agreed upon in mid-1970. The 
_it 

problem has, of c9urse, been further complicated by the fact that oil 

production to date is limited to the Eastern and Hid-vJest States. 

A Fiscal Cmmnission 1..rill be set up to review the present formla and 

recommend a new formula, taking into account the final distribution 

of functions betNeen Federal and State Governments. 

Point (vii) 

The last Nigerian census, in 1963, was conducted amidst considerable 

acrimony and the political repercussions contributed to the political 

uprisings 1•Ihich led to the civil "YJar. 

General Gowan announced that the military government vdll conduct a 

national census, to be used for purposes of economic planning and the 

organisation of elections, before handing over to civil government. 

r. 
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Point (viii) 

The old political parties and all political activities v-rere 

dissolved by decree in 1966. C-eneral Go-vron recognised the need 

to organise new parties, founded on the widest possible national 

basis, but only after consolidation of national unity and purpose. 

He precluded the organisation of parties based merely on state, 

regional or tribal blocks. 

Point (ix2 . 

\:Jhen the objectives of the above eight points have been accomplished 

the military goverlli11ent will organise and supervise free and fair 
.II' 

elections. Tne target year for co:npleting the political program 

and returning the countY~J to normal constitutional government is 1976. 

General Gouon pledged that Nigeria 's first concern would be to 

contribute to the stability of Africa through the elimination of colonialism 

and racism, the fostering of African unity and the establishment of regional, 

economic unions in Africa. 

Outside of Africa, Nigeria -vJill work 1-wi th all developing countries to 

sustain the independence of small countries ~1nd. to remove obstacles to rapid 

development from economic domina.tion, and trading practices of richer 

countries. 

Nigeria 1-1ill support the 0!"1U and theUN and expects the developed nations 

to make a constructive effort in the Second Development ~cade to promote 

world peace and economic development. 

Nigeria's foreign policy is described as one of 11 active non.:.alignment 11 

under vJhich it will work Hith all countries 1dlling to assist it in 

developing its resources and i mproving the well-being of its people. 



THE ECONOMY 

·r. Background 

Nigeria is one or the poorest countries in the world, with an 
estimated per capita income of about U.S. $70 in 1969. It is predominantlY 
an agricultural economy. In recent years the agricultural sector 
contributed about 55% of GDP and employed 70% of the working population. 
In view or the rapid expansion of the oil industry, agriculture's share in 
GDP is expected to drop below 5o% this year, although its contribution to 
total employment will remain high. A wide range of agricultural products 
are produced, the major rood crops being 1naize, millet, cassava, yams and 
rice. Exports of agricultural products such as cocoa, groundnuts, palm 
oil and rubber accounted for about 45 percent or domestic exports in 1969 •· 

· Within agriculture, subsistence production accounts for about half of value 
added. 

Price and quantity fluctuations of agricultural exports have 
traditionally been responsible for income changes in the non-~~bsistence 
sector. Recent economic growth, however, is attr.butable primarily to 
development in the petroleum and manufacturing sectors, and will most likely 
remain so in the near future. Export of crude oil has resumed the rapid 
rate of growth maintained before the civil war and now represent more than 
So percent of total exports. - This ratio is expected to continue to rise 
·until at least 1975, but the direct impact of petroleum development on 
employment and private income will remain small. The mining sector, including 
the production of tin, columbite and other minor products as well as 
petroleum, accounted for only about 6 percent of GDP in 1970, and employed 
less than 1. percent of the labor force. 

Manufacturing industries have also grown rapidly in recent years, 
with an average annual growth rate of over 15 percent from 1960 to 1967. 
Despite the loss of production in the Eastern States, manufacturing output 
actually increased during the civil war years as a result of import substitution 
induced by restrictive import policies. Manufacturing now accounts for about 
10 percent of GDP, compared to only 4 percent in 1958, and employs about 12 
percent of the a~tive labor force. 

Development prospects for the Nigerian·economy are favorable. 
The country possesses substantial and diverse resources. Current land/labor 
ratio in agricu~ture is •relatively high and considerable amounts of arable 
land are unutilized. Ecological conditions are favorable for the production 
of a wide range or tropical crops which tends to moderate adverse effects of 
commodity price fluctuations. In addition to petroleum, tin, coal and limestone 
exist in large deposits. Over the next five years, petroleum revenues will 
ease considerably the constraints that limited foreign exchange and savings 
traditionally impose on developing economies. 
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On the other hand, negative factors in future development are: 
(1) the lack of skilled manpower in both the public and private sector 
compounded with increasing unemployment of unskilled workers, (2) inflationary 
pressures resulting from frustrated consumption and investment demands over 
the civil war years, and (3) possible political instability due to the ethnic ~!~.s 
and economic diversity of the population. Social and political considerations 
are likely to be at least as important as economic considerations in the 
determination of the Nigerian Government's development strategy. The 
Government's strategy over the period 1970-74 is formulated in the Second 
National Development Plan which projects an average real GDP growth rate of 
6.6 percent, with investment at 20 percent of GDP. 

II. Recent Economic Development 

Sustained Growth Prior to 1966 

Between 1962 and 1965, GDP in real terms grew at an average rate 
of 4.4 percent annual~, or about 2 percent per capita. Domestic capital 
formation averaged about 15 percent of GDP during this period, with private 
investment accounting for about two-thirds of the total. Domestic saving 
amounted to nearly 12 percent of GDP. The engiries of growth were the 
production of export crops, petroleum and manufacturing. A sizeable surplus 
on government's current account was maintained throughout the period while 
goyernment•s.capital expenditure increased at the order of 12-13 percent 
per annum. 

Impact of the Civil War 

The civil war caused major losses in production and investment, 
and serious damage to the country's infrastructure. Growth of GDP is 
estimated to have dropped to minus 6.6 percent in 1967/68, resuming an upward 
trend only in 1969. Investment, especial~ private foreign investment, declined 
sharply. Damage to infrastructure occurred not only in the war areas but 
also in the rest of the country as a result of over-utilization and insufficient 
maintenance particularly of transport facili-ties. Reconstruction costs in the 
public sector are put at about u.s.$850 million, while the corresponding private 
sectors costs are $650 million. The disturbances preceding the war and the 
war itself displaced a large number of Ibos who are now crowded in East Central 
State. On the other hand, industrialization was spurred by the wartime 
adoption or import restrictions initial~ designed to protect balance or payments • 

• 
Government's Financial Position 

The budgetary cost of waging the war amount to virtually all of 
the Federal Government's current revenue during the war period. The foreign 
exchange component of this cost may be put at between $300 and $400 million. 
During the war period, the Government increasingly resorted to deficit 
financing, virtually all or which was covered by domestic bo-rrowing. As a 
result, the Federal Government's internal debt near~ tripled. 

External public debt increased by less than 10 percent over the 
period of the disturbances. All militar,y imports apparently were paid for in 
cash. However, the Government had to resort to delaying payments tor 
commercial imports and barring remittances of investment income. Short-term 

·liabilities to the private sector representing approved applications for 
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foreign exchange, primarily on account of merchandise imports, amounted to 
. $400 million at the end of March, 1971. At the same time, foreign exchange 
reserves stood at $200 million excluding SDR's (equivalent to about 2 months 
merchandise imports ) or $230 million including SDR's. 

III. The Second National Development Plan 1970-74 

Nigeria's Plan -- covering the period April 1, 1970 to March 31, 
1974 but announced only in November 1970 -- postulates that the rate of 
growth of real GDP will rise from less than 5 percent in 1970/71 to 9 percent 
in 1973/74. Petroleum production and manufacturing are expected to be the 
major growth sectors, while agricultural output, still the mainstay of the 
economy, is projected to rise only 2.4 percent per annum, or at about the 
same rate as population. Total planned investment of $4.5 billion, roughly 
half public and half private, represents about 20 percent of GDP. '!he 
Government expects that nearly half of the private investment will come from 
abroad and much of this will be in the petroleum . industry. Government 
investment, on the other hand, is to be financed primarilY (70 percent) 
from public savings, while projected external capital aid during the Plan 
period is estimated at nearly 20 percent of planned public investment. 

The emphasis in the first two years of the Plan period is largely 
upon reconstruction and rehabilitation with a view to restoring productive 
.capacity and making good losses and darr~ge suffered during the war. Roughly 
$840 million or three-fourths of planned public capital expenditures during 
1970/71 - 1971/72 are for rehabilitation; these investments have an estimated 
foreign exchange component of about $335 million. The strategy underlying 
the Plan is sound. The concentration of planned investment on reconstruction 
and rehabilitation duril1g the first half of the Plan period is fully justified 
to get the economy moving again. Public investment in 1970/71 almost 
certainly fell far short of the projected level, but may be higher than the 
Plan target in 1971/72. Some of the investment in Federal programs planned 
for 1970/71 will be carried out in 1971/72 and this, together with improving 
investment performance of the State administrations, could result in a peak 
of investment activity in 1971/72. On the other hand. investment mav 
continue to rise if there is appreciable carr,yover from 1971/72, if ~ 
executive capacity expands sufficient~ fast as a result of steps now. being 
taken to improve Plan administration and irnplementation, and if rising oil 
revenues are channelled to public investment. 

Longer-term development priorities and growth strategy for the economy 
are yet to be formulated. A s~~r.Y of the Nigerian . Government's positions 
on a number of immediate issues relating to the financing and implementation 
of the Plan which was given to the Bank during negotiation of a program loan 
{February 1971) is attached as Annex-A of this section. 
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. IV. Development Problems and Issues 

In the wake o.r the civil war and the recent administrative 
reorganization of the countr.y, Nigeria is beset by not only the usual 
constraints associated with low-income countries attempting to embark upon 
rapid development, but also by a host of other limitationsdirectly 
attributable to the crisis of the past few years. 

Y~jor development problems and issues over the current Plan 
period are likely to be : 

(1) Public Administrative Capacity 

Administration has been weakened by recent events in Nigeria. 

" . 

The return of many Ibos to the East just before the outbreak of hostilities 
and the diversion of scarce administrative talent to running the war further 
weakened \executive capacity in the area of development planning and project 
implementation. At the State leveJ, administration suffered severly as a 
result of the break up of the four former regions into twelve .new political 
entities. Some of' the States have barely begun to create their own 
administrative structure and virtually all State governments have substantial 
starr shortages, especially at the intermediate and lower executive levels • 
. !Q the North, expatriate officers and advisers are still employed extensively • 
. The Nigerians recognize their weaknesses in this regard and are tald .. ng steps 
to remedy them (see Section F of' attached Annex 6-A). In the meantime, 
however, public administrative capacity is likely to be the limiting factor 
in Plan implementation. 

L~plementation of the public investment program of the current 
Plan will undoubte~ require substantial technical assistance. The 
Nigerian Government appears to be senai ti ve, however, on the issue of external 
technical assistance, particularly foreign consultants. 

(2) Ec.cm.orrd .. c Rel~,t-ions b4?-t.1JePn the St-~t.eB anri. t.}1P 
Federal Government 

The division of economic responsibility between the 12 new.States 
and the Federal Government still remains to be defined. A specific issue 
is the distribution of fiscal revenues, particularly from petroleum, between 
the Federal Government ~ld the States and among the States. A Constituent 
Assembly is expected to resolve these and other issues sometime before 1976, 
the date the present Government envisages for returning the countr.y to 
constitutional government. The present firm control or the Federal 
Government over the economy may be expected to continue until then, but the 
diversity of economic interests among the different States will probably 
remain an obstacle to the national development effort. 

(3) Inflationa;r Pressures 

As a result of the heavy borro1-Ting by the Federal Government, the 
money supply in Nigeria increased rapi~ since 1967. During the first halt 
of 1970, the money supply amounted to about twice the level two years before. 
Prices began to increase signficantly in early 1969 and the available data 
indicate that consumer prices rose by 12 percent in 1969, and by a further 13 
percent during the first half of 1970. Since last summer, however, prices 
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appear to have stabilized. '!he Government instituted price controls in 
1970 which, however, appear to have been largely ineffective. Government's 
assurances of its intentions to control inflationary {>ressures have been 
given to the Bank (paragraph 11 of the attached Annex). The increase in 
oil revenue will make deficit financing unnecessa~ and strengthens the 
outlook for ~estoration of monetar,y stability. 

(4) Manpower and Employment 

Manpower development is one or the most serious problems in 
future development efforts. At present, the country is faced with a 
situation of a severe shortage of intermediate and senior technical and 
skilled personnel. On the other hand, there are large numbers of unemployed, 
and their situation is expected to deteriorate during the next four years: 
The majority of the new unemployed will be school dropouts and Government 
will have to make available technical and vocational education on a large 
scale to equip these people for employment. Wage employment will absorb 
on~ a fraction of the total labor force. The rest will have to be · . 
absorbed in agriculture and self-employment in services. lhe.problem of 
unemployment will be more severe in s orne regions because of reduced labor 
mobility since the war,and the special problem of the many people in the 
war affe.cted areas who used to work elsewhere. Unfortunately, the favorable 
development of the petroleum sector over the next few years will have 
:virtually no direct impact on- employment. 

(5) The New Five Year Tax Agreement on Petroleum 

The Nigerian Government has just negotiated a new five-year price 
and tax agreement with the major petroleum producers (April 1971). The 
new agreement increased the posted price (the artifical price on which profit 
taxes are computed) from US$2.42/barrel to $3.21, increased the profit tax 
rate from 50 percent to 55 percent, and eliminated substantially the time-lag 
in payment of oil revenues. As production has now reached a level of 1.5 
million barrels/day (about half of Venezuela's current output), the net 
foreign exchange L~act of oil is expected to be ~400 ~~lion or $1.1 billicn 
in FY 1971/72. This is about $550 million above the estimate contained in 
the Plan and about $660 million greater than actual net receipts in 1970/71. 

The increase in oil revenue should great~ strengthen the Government's 
ability to implement the Plan's public investment program and to achieve other 
policy targets. At the same time, the increase in. oil revenue should enable 
the Government to provide more incentives for agriculture (e.g. by reducing 
export taxes and increasing producer prices) and to strive for a better 
agricultural growth rate than the 2.4 percent foreseen in the Plan. 

(6) Balance-of-payments 

The Nigerian Government estimates that net foreign exchange 
receipts from oil (including both Government revenue and net petroleum company 
spending in the country) will rise steeply to ~400 million (or some 
US$1.1 billion) in the current fiscal year (ending March 1972 ). These 
revenues will permit the Government to follow a policy of continued import 
liberalization in support of the rapid recovery of the private sector and to 
accelerate repayment of the commercial backlog. Imports are projected to 
increase to bN480 million (or US$1.34 billion compared with US$1 billion 
last year). The commercial backlog current~ amounts to ~80 million. 
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Assuming that the normal credit noat of Nigeria is about I.Nl.OO million 
(equivalent of some 2~ months imports), elimination of the backlog will 

-require a net reduction of lsN80 million in short-term liabilities this year. 

The accompanying balance-of-payments table suggests that Nigeria 
will require official capital inflow of about ~00 million, or some US$2 80 .-AJf-~ 
million in 1971/72 to achieve its objectives. This estimate is, or course, 
provisional, based on our best judgment and the data provided by the Government. 
Prospects are good that official assistance will reach this level. 
Disbursements from existing commitments - bilateral and multilateral - are 
likely to be around US$80 million, while the IBRD rehabilitation program loan 
will provide another US$80 million. This leaves a residual gap or US$120 
million to be provided from new commitments, some or which are already in 
sight. Part of this residual is likely to be provided by IMF drawings. 
The Nigerians propose to ask the IMF for a drawing through the second credit 
tranche which together with SDRs could provide up to US$110 million. Given 
present policies and prospective domestic resources (which make deficit 
financing unnecessar,r), Nigeria and the IMF should be able to agree on the 
necessar.y conditions for a standby credit. 

From the statements at the Consultative Group meeting, it seems 
likely that bilateral programs will cover whatever balance remains after the 
IMF credit. The bilateral donors all took a positive attitutde towards 
Nigeria's problems and generally recognized its current need for quick ' . -disbursing aid. . 

We were informed that General Gowon wishes to ask the IBRD for 
a further program loan. Given the present outlook for foreign exchange 
resources and the plans of bilateral donors, there seems, however, no strong 
case for continued IBRD progrrun lending. In the near-term, through December 
1972, Nigeria is likely to have sufficient resources from existing 
commitments and additional commitments indicated during the Consultative 
Group meeting. This judgment will, of course, need to be reviewed by the 
economic mission this fall. For the balance of the plan period 1972/73 -
1973/74, there is a strong need for technical assistance and institution 
b".lilding in the pt!.blic sector wh.; ch will .; !!!prc"\re the Govern..'!lent 1 s abi 1; ty to 
make use of the ver.y substantial increases in available foreign exchange 
resources. This objer,tive will be served better by sector or project loans 
with a reasonable disbursement pattern than by continued program lending • 

• 
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BALANCE-OF-PAY}ffiNTS 1971/72 

Current Account 

(1) 

Imports (no~-oil) 1f 
Exports (non-oil) 1/ 

Net services (non-oil)~ 

Net petroleum impact ~ 

Current balance 

Capital account;. 

Private capital - non-oil 

Debt serVlce 

Short-term capital 

Reduction of arrears 

NeH trade credits 

(Hillions of Nigerian Pounds ) 

- 480 

190 

- 120 

hoo 

10 

25 

80 

- 180 

100 

(2) 

(3) 

(4) 

Public long-ter::n cRpital (existing commitments) 

Balanc3 of C~tal 

57 

33 

43 Adm_tional Disbursements Required (1 + 3) 

Total Official Caoital (2 + h) 

1( Bank/Fund estimate 

Y Nigerian estimate 

100 
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. Al\11'JE:X 6-A 

HEHORANDUH ON ECONOHIC POLICY ISSUES 

A. Settlement of commercial arrears 

1. The Nigerian Government is currently preparing a scheme for the settle
ment of the commercial arrears. This will involve adopting a system ~vhich would 
isolate the existing pipeline of foreign £xchange applications and henceforth 
providing foreign exchange in respect of all imports \•lithin either 90 days or 
180 days of the arrival of the goods in Nigeria, depending upon the category of 
the items involved. The Government would revieH its import policy periodically 
with the purpose of keeping payments within the limits of available resources. 

2. At the end of February 1971, applications accepted by the Central Bank 
for foreign exchange in respect of merchandise imports amounted to nearly 
~NlOO million. In the Government's view some bN50 million of this may have · 
represented claims that had been in the pipeline for more than 90 days and were, 
therefore, due and payable. This amount the Government plans either to settle 
immediately or to refinance; and over the balance of the Plan period this amount 
will be fully liquid~ed. The remaining applications, also amounting to approxi
mately ~NSO million, are in the nature of normal commercial credit and can be 
shifted to the private sector once the new system for import payments has been 
initiated. These claims together with all new applications, will be honored 
promptly as they become due, i.e. Hithin 90 or 180 days of the arrival of the 

3. Approximately 90 percent of those exchange applications currently con
sidered due, i.e. pending more than 90 days, is on account of a relatively small 
number of importing firms. Part of these arrears Hould be settled from current 
export earnings and from the use of existing reserves during the first fe~v months 
af ter the introduction of the ne\v system. The Government is currently exploring 
the possibility of funding a substantial portion of the remaining arrears by 
obtaining ne"tv credits from sources in supplying countries. The Government ~vill 
also consider an approach to the lliF in connection Hith its balance of payments 
problem. 

B. Import Policy 

4. The Government has provided detailed information on Nigeria's 1970 
imports and exports. This information is summarized belo"tv: 

Imports 
Non-Petroleum 
Petroleum sector 

Exports 
Non-Petroleum 
Petroleum 

1969 1970 
(I-N Million) 

248.7 
237.6 
11.1 

318.2 
187.2 
131.0 

376.2 
353.0 

23.2 

443.6 
188.9 
254.7 

Percentage 
change 

51.3 
48.6 

109 

39.4 
0.9 

94.4 
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Of the bNl30 million increase in imports in 1970 more than SO percent was 
accounted for by machinery and transport equipment and another 33 percent by 
items in the manufactured goods (SITC 6) category. The Government believes that 
much of the increase in imports last year -- which substantially exceeded Plan 
estimates-- may be attributed to special needs associa~ed ~vith relief, reha
bilitation and reconstruction and to the rebuilding of inventories. Imports are 
expected to rise further in 1971~ but not as much as during the past 12 months. 

5. With a view tO\vard improving the implementation of import policy and 
providing better management of the country's foreign exchange resources, Govern
ment is considering establishment of an Inter-Ministerial Committee on Foreign 
Exchange Allocations composed of representatives of the several departments 
exercising responsibilities in this area. 

C. Reserve Policy 

6. During CY 1970 Nigeria's official reserves rose by about bH25 million 
(including tN6 million equivalent in the first SDR allocation). Hmvever, during 
the same period offi~ial short-term obligations (lar gely comprising payments · 

. due for commercial i mports) increased by a greater amount so that the country's 
net international financi a l pos~tion actually deteriorated. Anticipated settle
ment of some portion of the payments arrears at the end of the current fiscal 
year may result in a substantial drm.;down of reserves. Fer the financial year 
1970/71 ;::l~ ::I nhf"'l P f"h01~.0 ; C , . ;lro1"1J' f-A hO 1; t- t-1n "1-,,..,..-.n-,... f.:-p...-~·•,._....,,..._._\ ..:_ "1\l..: --,~.!- f-

'. - - - • .... .... .. ~ . ._.. _ .._ _ ._ -- __ ..... __ .) _ ._.. -- __ ....._~---- -l..~o-......,.a...&.O""- '""'-L'-t 1 ~VV\,...U.l'"-i.LL..j ...L!.L "-'t..L.Q\.-.LJ..O. ~ 

official reserves. The Government's policy is to maintain reserves at about this 
level through 1971/72. 

D. Official Capita 1 In£ lm·7S 

7. During the t\-.'0 years 1970/71 - 1971/72 the Government now anticipates 
that foreign official capital receipts (including the Bank's proposed rehabili
tation program loan) will amount to ~~87 million. This estimate is based on an 
analysis of existing and prospective aid. Prospective official capital inflmvs 
fall short of Nigeriats total aid requirements, estimated at bNl20 million over 
the first two years of the Plan if the country is ~o implement the public invest
ment program anticipated by the Plan and capital budget. The Government is 
approaching other lenders with a vie,~r to obtaining additio~al financing for its 
rehabilitation pro3ram. 

E. Fiscal and Monetary Policy 

8. The Federal Government has recently 3dopted a two-year capital budget 
for 1970/71 and 1971/72 which -- in both level and composition -- conforms closely 
to the estimates presented in the Second National Developmeut Plan. For these two 
years, financing sources for capital expenditures are the Federal current account 
surplus (bNl20 million), internal loans (development loan stock) (bN60 million), 
external loans and grants (bN87 million). The Government also has authority to 
issue up to bN15 million in additional Treasury certificates. 
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9. The Government expects to issue development loan stock of tN30 million 
at the end of . the FY 1970/71 and another bN30 million in 1971/72. A portion of 
these securities is expected to be taken up by savings institutions. However, 
it is likely that a part of the issue will be absorbed by the Central Bank. 

10. The current account position of the Federal Government has improved 
over original estimates because of higher than expected receipts from customs 
and excise and frcm income taxes (including the petroleum profits tax). Total 
revenues collected by the Federal Government are estimated at bN326 million in 
1970/71 ccmpared with ~N218 million in 1969/70. The strong upward trend is 
expected to continue in 1971/72 ~vhen revenues may reach bN475 million (assuming 
a continuation of present tax rates and petroleum prices). The Government will 
exercise restraint in recurrent non-development expenditures, so that public 
savings Hill be available to finance an increasing share of rehabilitation · 
and development outlays in line Hith Plan projections which anticipate that by 
1973/74 public savings will exceed public investment. Continued improvement in 
the Government's fiscal position is expected to eliminate the need for Central 
Bank financing of capjtal expenditures during the second half of the Plan period. 

11. The Government is a~var~ of the existing inflationary pressures and 
will manage its monetary and fiscal policies to keep them under control. As 
indicated above, however, the Central Bank will almost certainly be called upon 

ment intends to continue its present policy vlith respect to permissible rates 
of expansion of credit to the private sector. Priority is being given to pro
ductive activities in agriculture, manufacturing, ·construction and transpor
tati9n. Thus, monetary policy will be made compatible with the execution of 
the rehabilitation program, the requirements of groHth in key sectors of the 
economy and the need of . gradual~y eliminating inflationary pressures. GDP is 
expected to expand by some 7 per cent in real terms in the year ahead. In vie~v 
of the existing liquidity, prices are expected· to continue rising in 1971/72 
at about the same rate as last year. Thereafter price increases are expected 
to be mitigated by improved availability of imported and domestic corrmodities 
and, more generally, by improvements in public services (p~rticularly trans
portation) resulting from the rehabilitation program. 

F. Improving Plan Administration and Implementation 

12. The Nigerian Government has, from experience of the 1962-68 Plan, 
recognized the need to improve its machinery for the administration and 
execution of the programs and projects in the new Plan. To this end it has 
embarked on revie~vs of the functioning and staffing of its various ministries 
and agencies with a view to making them more effective. 

13. Already, far-reaching reorganization proposals have been approved 
and implemented in respect of the Federal Hinistry of Economic Development 
and Reconstruction and the Federal Hinistry of Finance -- the two Ministries 
most concerned with the administration of the Plan. The erstwhile small 
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Economic Planning Unit in the Ministry of Economic Development and Reconstruction 
has been expanded into a much larger Central Planning Office with a large cadre 
of professional planning staff who will not be subject to movements to other 0~ 
administrative duties. This change will permit the allocation of projects and 
programs to specific officers whose responsibility will include the constant 
prodding of executing agencies and the identification of bottlenecks in the 
implementation procedures. 

14. The Federal Hinistry of ·Finance, Hhich has responsibility for harness
ing and managing the financial resources for implementing the Plan, has now been 
completely reorganized to make it more effective.and to facilitate quick decision 
making. Hore high calibre personnel have been provided for and the Ministry 
rearranged in a manner that will facilitate quicker action. For example, an 
additional Permanent Secretary has been provided to take charge of External _ 
Financing and matters concerning the oil industry and the public corporations. 
The External Finance Division has been strengthened to ensure more effective 
use of external finance, by closer folloH-up of progress of projects and quicker 
disbursement of loan finance. In addition, Government has decided that all funds 
approved in the Capitad Budget should be released en bloc at the beginning of the 
financial year to remove the delays caused in executing projects by piecemeal 
release of funds. The Federal Hi-nistry of l·Jorks and Pausing is now authorized 
to enter into contracts for executing projects as soon as such projects are 
approved by Go·'!ernrnent instead of m:.vaiting release of funds. These procedures 
shv~ld lead ~u ~uicker execution of projects. 

15. Proposals for the reorganization of the Federal Ministry of Works and 
Housing with a view to ensuring quicker execution of public works projects are 
being considered by Government as well as proposals in respect of _the }1inistry 
of Industries and other Agencies of Government concerned with implementation 
of the Plan. To back up these reorganizations, provision has been made for 
additional staff and operational expenses for the ministries in the Recurrent 
Budget for 1971/72. 





· BAN!~ GROUP CPE ~l.\ TIONS 

The folloHine is a summ:1ry of Bank loans and IDA credits to Nigeria as of 
April 30, 1971. 

]JOan or Credit 
Nurnhcr Year 

1/ 193 
326 
372 
383 

72 
73 

!,26 
427 
~72 

588 

6ho 

694 

705 

2/ 732 

3/ 

1958 
1962 

-· 1964 
1964 

1965 
1965 
1965 
1965 
1968 

1970 

1970 

1971 

1971 

Borrm-.rer 

Federation of Nir;eria 
Nigerian Ports l:..u thori ty 
Electricity Corp of' Nieer:i.a 
Niger Dams Authority 

Republic of Nigeria 
R2public of' Nie;cria 
Republic of Nigeria 
Republi~ of Nigeria 
Niger D3~s Authority 

Nigerian Industrial 
Develop::.cnt B~.nk 

Republic of ~igeria 

Republic .of lligeria 

Nigeric.:n Industrial 
Df;velop1:1cnt Bank 
Republic of ~Ji.geria 

Republic of Nigeria 

Purnose 

Rail1·:ays 
Apapa i.·iharf 
Tra.n0rnission 
Kainji 1·1ul ti
Purpose Project 
Education 
Northern Eoads 
il.papa Hoad 
vJestern Roads 
Kainji :1ulti
Purpoee Froje~t 
Supplem2ntary 
Industry 

High1·Jc.:.y 
Rehabi1itation 
Tranfjport 
Rehabilitati.cl! 
Industry 

Rehabilitation 
Program 
l.Jes te:cn. State 
Cocoa 

ID'rAL (less cancel1a tions) 

TOXAL Undi~burssd 

1/ Guarantsed by the United Kinr;d0n 

2/ Approved j~pril 20, 1971 - Not yet ef'feci..i ve 

3/ Approved ;·.fay 4, 1971 - Not :ret signed. 

Amount (US ~; millior 
Bank ID/:. Undi2bu~~ 

28.0 
13.5 
30.0 

82.0 

11.5. 
14.5 

1}~ .5 
6.0 

10.6 

r-.r '"' c.:.;.v 

10.0 

80.0 

20.0 
15.3 

17.9 

17.9 : 
- --

7.5 
4.9 

1.3 
2.4 

10.6 

"'~ '"' C./eU 

10.0 

80.0 

166.8 

·' 
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As a result of the civil war and the constitutional changes, 

Nigeria is sadly lacking a pipeline of projects. Stemming from the Plan, 

a multi tude of projects suitable for and requiring external financing will 

emerge but project identification, preparation and evaluation are lacking, 

particularly at State level. One of the objectives of the Rehabilitation 

Program Loan was to provide an interim source of foreign exchange while a 

pipeline of projects is established. 

The Bank envisages an annual lending program of about $100 million 

for the next five y~ars, all on a project basis. To establish a pipeline 

the Bank has taken the follo~d~g actions in the last six months 

1. C.D.C. has provided a livestock mission to the Northern and 

1·\Testcrn States. 

2. A Project Preparation "'Hiss ion, in conjunction -v;i th C .D.C., has 

assessed tne possibilities of rehabilitatinf_; tree crop plantations 

in South Eastern Stat~. 

3. A possible pulp-wood project in the East has been identified. 

4. A UNESCO Sector Survey Nission cor.1pleted its field vJork in April. 

5. A Bank Agriculture Sector Hission is no1-1 completing its field 

work. 

6. A Bank Transportation Sector Hission is noH in the field. 

All of these sector missior1s h2.ve been specifically project identific2tion 

oriented. They are expected to advise · the Bank on projects from Hhich the Bank 

can formulate a lending program best suited to foster · development in Nigeria 

over the next 5 - 10 years. It is likely that considerable technical assistance 

Hill be needed, particularly at the State level, to assist in preparation and 

evaluation of the projects 1·lhich will be identified. 



J.. 

As a result of the civil war and the constitutional changes, 

Nigeria is sadly lacking a pipeline of projects. Stemming from the Plan, 

a multi tude of projects suitable for and requiring external financing will 

emerge but project identification, preparation and evaluation are lacking, 

particularly at State level. One of the objectives of the Rehabilitation 

Program Loan was to provide an interim source of foreign exchange while a 

pipeline of projects is established. 

The Bank envisages an annual lending program of about $100 million 

for the next five y~ars, all on a project basis. To establish a pipeline 

the Bank has taken the follo~d~g actions in the last six months 

1. C.D.C. has provided a livestock mission to the Northern and 

1·\Testcrn States. 

2. A Project Preparation "'Hiss ion, in conjunction -v;i th C .D.C., has 

assessed tne possibilities of rehabilitatinf_; tree crop plantations 

in South Eastern Stat~. 

3. A possible pulp-wood project in the East has been identified. 

4. A UNESCO Sector Survey Nission cor.1pleted its field vJork in April. 

5. A Bank Agriculture Sector Hission is no1-1 completing its field 

work. 

6. A Bank Transportation Sector Hission is noH in the field. 

All of these sector missior1s h2.ve been specifically project identific2tion 

oriented. They are expected to advise · the Bank on projects from Hhich the Bank 

can formulate a lending program best suited to foster · development in Nigeria 

over the next 5 - 10 years. It is likely that considerable technical assistance 

Hill be needed, particularly at the State level, to assist in preparation and 

evaluation of the projects 1·lhich will be identified. 



· BAN!~ GROUP CPE ~l.\ TIONS 

The folloHine is a summ:1ry of Bank loans and IDA credits to Nigeria as of 
April 30, 1971. 

]JOan or Credit 
Nurnhcr Year 

1/ 193 
326 
372 
383 

72 
73 

!,26 
427 
~72 

588 

6ho 

694 

705 

2/ 732 

3/ 

1958 
1962 

-· 1964 
1964 

1965 
1965 
1965 
1965 
1968 

1970 

1970 

1971 

1971 

Borrm-.rer 

Federation of Nir;eria 
Nigerian Ports l:..u thori ty 
Electricity Corp of' Nieer:i.a 
Niger Dams Authority 

Republic of Nigeria 
R2public of' Nie;cria 
Republic of Nigeria 
Republi~ of Nigeria 
Niger D3~s Authority 

Nigerian Industrial 
Develop::.cnt B~.nk 

Republic of ~igeria 

Republic .of lligeria 

Nigeric.:n Industrial 
Df;velop1:1cnt Bank 
Republic of ~Ji.geria 

Republic of Nigeria 

Purnose 

Rail1·:ays 
Apapa i.·iharf 
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- --
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As a result of the civil war and the constitutional changes, 

Nigeria is sadly lacking a pipeline of projects. Stemming from the Plan, 

a multi tude of projects suitable for and requiring external financing will 

emerge but project identification, preparation and evaluation are lacking, 

particularly at State level. One of the objectives of the Rehabilitation 

Program Loan was to provide an interim source of foreign exchange while a 

pipeline of projects is established. 

The Bank envisages an annual lending program of about $100 million 

for the next five y~ars, all on a project basis. To establish a pipeline 

the Bank has taken the follo~d~g actions in the last six months 

1. C.D.C. has provided a livestock mission to the Northern and 

1·\Testcrn States. 

2. A Project Preparation "'Hiss ion, in conjunction -v;i th C .D.C., has 

assessed tne possibilities of rehabilitatinf_; tree crop plantations 

in South Eastern Stat~. 

3. A possible pulp-wood project in the East has been identified. 

4. A UNESCO Sector Survey Nission cor.1pleted its field vJork in April. 

5. A Bank Agriculture Sector Hission is no1-1 completing its field 

work. 

6. A Bank Transportation Sector Hission is noH in the field. 

All of these sector missior1s h2.ve been specifically project identific2tion 

oriented. They are expected to advise · the Bank on projects from Hhich the Bank 

can formulate a lending program best suited to foster · development in Nigeria 

over the next 5 - 10 years. It is likely that considerable technical assistance 

Hill be needed, particularly at the State level, to assist in preparation and 

evaluation of the projects 1·lhich will be identified. 
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The Government is · convinced that the civil 1-1ar v1as prolong~d by 

foreign assistance to the rebels and this has resulted in an extreme sensitivity 

for "foreigners and foreign interference". Their national pride, the fact 

that they did a most co@nendable job of managing their economy with little or 

no outside help during the 1-Jar and the obvious desire of everyone to provide 

finance and advice no~v that the war is over and the oil is flmving adds to this 

sensitivity and their dete rmination to manage their o-vm affairs and make their 

own mistakes. 

The Bank, by supporting Nigeria financially during the latter stages 
Ji' 

of the 1var and subsequently, is1 at present, unquestionably in the position of 

the most favoured lender. Their acceptance, at the urging of the Bank, of the 

reconstitution of the Consultative Group is tc:.ngible evidence of this. 

The Government is fully aHare of the need for substantial tech..nica1 

assistance if their plan is to he implemented but their sensitivity gives rise 
#' 

to inhibitions. Perhaps the most valuable contribution the Bank could make 1-vould 

be to ensure that this assistance is obtained or provided in a timely and 

o.ciequate rnannc:r aceeptable Lo r~igerl~i. 

No1v that Nigeria's most pressing problems of rehabilitation and need 

for a rapid infloH of foreign exchange a.re being substantially met, thanks 

largely to increased oil revenues and the Bank's efforts through the Rehabilitation 

and Program Loans, and the Consultative Group, the Bank's strategy must be one 

of encouraging the establish'1lent of a pipeline of projects, vii thin the context of 

the Plan, suitable for external financing over the next 2 - 5 years. Tnis Hill. 

entail close and extensive consultation (frequently frustrating) ivi th Nigeria to 

ensure that adequate planning machinery (most likely aided by consultants) is set 

up, at both Federal and State levels, to provide for sound project preparation. 

A continuing coordin.!ltion effort through the machinery of the Consultative Group 

will b8 of great i mportance , and the Bank's Resident Hission Hill also play an 

important role. 
--------~==~~====~====~==~~~~~~~ 
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During the remaining three years of the Plan, 1-1e envisage Bank 

lending in the fields of agriculture, education, power, transportation and 

industry, including Development Bank. Many of our prospective operations 

remain unidentified and their amount is necessarily notional. These 

proposed operations .are explained in more de tail in the sector papers which 

follow. 
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NIG~HJA ~ 5 YBAR OPEflATIONS Al{D LF.:HDING)PROGR.A !·~S 
\By Fiscal Year - Amounts in ;p millions 

'{ . :;TUtTI ONS PHOCm_!\1·1 
- . .. - -· ·- - - _.; --~ -- ·-

- 7 --i'J I R-AC-01 
7-NTR-AC-02 
7-NIR-At-01 
7-NIR-AL-02 
7 -NIH-A l,-OJ 
7 -I~IR-AP-01 
7 -N Il1-AP -02 
7 -:,nll-AT'-03 
7 -N I !t-AX-\)1 
7-NIR-AX-02 
7-NIR-DD-02 
7-NlH-DD-03 
7-HJR-DD-Ch 

Agricultural Credit 
Agricultural Credit II 
!,ivesto~k 

Li vc st.oc k II 
Ljvestock III 
Cocoa - Hestern State 
Cocoa - VleRtern State II 
Tree Crops 
Acricu l ture TTnidentified 
Agriculture Unidentified II 
DFC - NIDB II 
D~C - NIDB III 
D~.,C - NIDB IV 

7-NIH-~S-02 
7 -N l:t-E i~-03 

7 -NIR-r~ ;~~-04 

Educ.J.tion II 
Education III 
Education IV ; 

7-Nlfl-PH-03 Power V 
7 -l!IH--FP·-02 Fo~-J er IV 

·r--NlH-UG-01 Hehabilitation 1-'r·)gram Loan 

-!IR-11-01 
·-!llR-I X-01 

7 ··N I I-t--I X:--0? 

s~all-Scale I n dustDr 
ll"ldustry Unidentified I 
Industry Unidentified II 

7-N1R-T4-05 Roads - Federal & State 
7-NIR-TH-06 Hoads VI 
_ 7 -~~IR-Tq-08 Hoads VII 
7-NIR-TX-01 Roads - Unidentified I 
7-NIH-TX-02 H.oads - UnideJ.1tified II 
7-NIH-TA-01 Airports 
7-NIR-TP-02 Ports II 
7-NIR-TR-02 Hailways II 

7-NIR-X:X-01 Unallocated 

Total 
19t)}~:t;g 1S:59-T~ 1972-76 

JRRD 144.0 330.0 457.0 
IDA 35.5 
Tot.a1 -~ 79.5 ))0.~ h57.0 

(t ' 0 19 27 

.. ~DING PROGlU·: (11/23/7L)) -- - - -- ---- ~- ------
IlJHD 144.0 309~2 454.5 
IDA 35.S 
Total 170.5 3cr..2 h5Jt.5 
tJo. ----

6 16 27. 
.--- · -~ -- ----~ .. .._ ·-

1971 1972 1.973 
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4 

IBRD 98.6 

'fotal 98.6 
No. 

5.0 

10.0 

-35 .o 

20.0 

-70.0 

70.0 

4 

65.0 

6).0 
1 3 

--~----.. -· ..... ._ ... - ... ~ ---~-

s.o 

10.0 

12.0 

2.5.0 

3 0 

. 20.0 

lS.o 

90.0 

90.0 

7 

89.5 

89 .s~ 
6 

l ' 
-' 

l C 

1c· 

, 
·----

5 

1 ( •'' 
..L.. .. ~ • 

] " . ' 
- --

. 



BACY.:GP.OUND 

( There has been rapid growth of both consumption and generation 

of electricity ;in ·Nigeria since Independence in 1960. At that time, total 

maximmn demand was 73.2 NH but this had risen to 195 !ftl in 1966. Demand 

fell during the civil uar but has picked up rapidly to 227 1-:IH in Harch 1971. 

Installed capacity in 1960 ~as approximately 180 Wtl, almost entirely pro-

duced by Electricity Corporation of Nigeria (ECH). This increased to 

307 r·Tiv with the commissioning of Kainji Dam in 1968. Today, the effective 

installed capacity is apuroxim2..tely 671 MVl . 

Nigeria's immediate problem, therefore, is to reduce costs by the 

full utilization of e:;~isting e:<:cess capacity and, in the longer term, to 

provide for load gro-vrth, estimated to be c:.bout 15 - 20 percent per annum, 

Hhich rrould increase maximum demand to about 835 F ItT by 1978/79. Failure 

to use existing capacity and provide for loai 6rov~h would be a major constraint 

on the achievement of the overall Plan obj9ctives. 

The present system whereby both ~Tiger Dams Authority (NDA ) and 

EC1T ovm and operate separate generation and transmission facilities but 

only ECN markets power to consumers, has cre .T~3d difficulties and duplic2..tion 

of assets. The Federal Goverrunent has therefore decided to merge ::;:;:::·r and 

ED ... into a sine;le en+,i +.~.- .:or the gene ration, distribution and marketing of 

po1-rer. 

The Canadian Goverrunent is financin~ a consulting group novr 

revie1·ring the sector Hith a view to recor.unending a plan of action and a 

proposed organizational structure for a neH corporation ;v-hich would be 

responsible to goverrunent through the I1inistry of _tines and Pm·rer. The 

Bank stron~ly supports this proposal . 

Under the Plan, capital expendi_tures totalline £R45 .3 ·million 

($127 million) are proposed. Of this, £30.3 million ($85 million) would be 
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spent on rehabilitation of the power system in the East, extension of the 

grid system, the expansion of distribution in the densely populated in-
( 

dust rial areas, ' th.e electrification of some 225 grid connected tm,mships and 

rural el2ctrification, all designed to increase the effective use of the 

excess installed capacity and greater utilisation of existing facilities. 

The remaining £15 ·million ($42 million) is provided for the 

installation of two additional 80 11H units at Kainji, the erection of 

additional 330 KV transmission lines and substations at Benin and. Onitsha, 

all currently under the jurisdiction of riDA . The installation of the t1,ro 

additional units at Kainji is based upon forecasts which indicate the need 

for additional capacity by about 1975/76. 

The Bank has been financiall~r associated 1-Ti th the pm·rer sector 

since 1964 itrhen it made a loan (3 72 illJI) of =·30 million to ECN . Tt-ro other 

loans (J83 lJITI and 572 UNI) for the construction of Kainji follovr8d 

and total Bank lending to the sector is no-vr $126 .) million (34 percent of 

total Bank Group lending to Nigeria) . The Bank has followed closely develop-

ments in this sector and expects to be asked to provide a substantial loan 

to the new authority when it is established. As of nov-1, we expect to be 

in a position to make a project appraisal in Novembar for a loan of $35 -

40 million in FY 1972 (medium probability). It is likely that such loan 

would provide the foreign exchange for the two additional ·units at Kain~i, 

tog8ther with funds for the extension of transnission lines, erection of 

substations, expansion of distribution in industrialized areas and possib2.y 

for distribution to grid connected to1-msh:_:;:Js c:nd for sor.12 rural electrif~-~at ion. 

Apart from the provision of foreign exchange financing, . such a loan would 



- 3 -

have as an objective the establishment of a well-structured, efficiently 

managed pm·rer a~thori ty which could provide, at reasonable rates, the 
/ . 

p01•Ter to ira:;?lement Nigeria 1 s Plan objectives. If the demand for povrer 

gro1-1s as per forecasts, it is conceivable that further financing would 

take place some t-v1o or three years later. 

An interesting facet of the power sector is the proposal to 

provide power fron Kainji Dam to Niger and Ghana. Studies of the proposed 

liiger connection have been conducted by consultants on behalf of both 

Niger and Ni6eria and arrangements are being made for engineering by 

consultants. The price to be paid for the po-v;er is likely to be the 

most difficult problem to settle, but it should be possible to arrive at 

a price which i·rould benefit both countries. 

The proposed Ghana interconnection is still in the early stages 

of discussion since Ghana will not require additional sources of power until 

about 1978. Ind~cations are that at that time, the cheapest way to solve 

Ghana 1 s problem 1v-ould be to import power from Nigeria, most likely at loH 

load factor. 

There has been a recent announcement that Western State has 

arranged for a foreig~ exchange loan from Hunga~ for rural electrification 

in the State. According to the sketchy reports received, it appears that 

a foreign cont ractor will install the d.is~ribution system under State plans 

and direction, for hook-up to ECN1 s grid 1·rith little, if any, consultation 

1v-ith ECN. This piece-meal approach could aggravate Nigeria's pm'1Ter 

problems, particularly if similar action should be taken elsm.;here in the 

country. It is important that power deve~opment should be carried out 

under a centralized, -vrell coordinated· plan and the proposed power authority 
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should be the vehicle for developing and carrying out sucrr plan. . The 

early establishment of an efficient, well-structured authority would 

therefore appear to be of highest priority. 
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TRANSPORTATION 

BACKGROUND 

Nigeria has an extensive road, rail, and water network, a 

national shipping line and a national airline. In 1965, the most recent 

"normal year", about 61 percent (ton/miles) of goods were transported by 

road, 27 percent by rail and 12 percent by water. 

The sector was severely affected by the civil war. Although 

military action was largely confined to small areas in the East, reper-

cussions ·were felt country-wide. With the closing of Port Harcourt and 

the Eastern Railway Line, all export and import traffic was diverted 

through Lagos and Western Nigeria resulting in overloading of road and 

rail capacities. 

(-- '. Nigeria has about 9,)00 miles of paved roads and 46,000 miles 

of unpaved. 

Vehicle fleet is estimated to be 75,000 cars, 30,000 trucks 

and buses and 35,000 motor cycles, with heavy concentration in Lagos and 

in the south. 

NIGERIAN RAILWAY CORFDRATION (NRC) has 2,200 miles of single line track 

of 3 feet 6 inch gauge. Its rolling stock consists of 89 diesel and 

214 steam locos, and 6,700 freight cars, 35 percent of which have been 

in service over 35 years. Steam locos are being replaced by diesel and 

Canada has recently granted a no-interest twenty-year loan of $20 million 

for the purchase of 54 1500 H.P. diesels. 

NRC has serious deficiencies of management, operation, staffing 

( and fiscal control, in addition to the war damage. Canada has also provided 

0 a substantial team of experts to assist in the rehabilitation and reorganization. 
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NIGERIAN NATIONAL SHIPPING LINE, fully government owned, owns 

thirteen vessels, eleven of which were purchased for over £Nll million 

between 1962 and 1969. The Company suffers from serious over-investment, 

poor management and rapid personnel turnover. 

~ITGERIAN PORTS AUTHORITY, an autonomous corporation, operates 

the ports at Lagos (8 berths), Port Harcourt (3 berths), Calabar (3 berths), 

Warri (1 berth), and Koke (1 berth). Pre-War, Lagos and Port Harcourt 

handled 70 percent of total imports and exports. Serious congestion 

existed at Lagos during and for some time after the war as a result of 

the closing of Port Harcourt. 

NIGERIAN AIRWAYS owns six F .27's and leases one F .28 and one 

Boeing 707. Accounts have not been published since 1966 and losses are 

apparently substantial. Nigeria has thirteen airports, two (Lagos and 

Kano), being international terminals operated ~y the Aviation Department 

of the Federal Ministry of Transport. Runways at both Lagos and Kano 

are below international standards and Lagos suffers from inadequate 

terminal buildings. The Federal Government recognizes the urgent need 

for substantial investment in these areas. 

TRANSPORT PLANNING AND COORDINATION, the responsibility of the 

Ministry of Transport, needs improvem~nt particularly vis-a-vis Federal 

and State Governments and the Federal Ministries of Transport, Economic 

Planning and F:inance. This is being actively pursued by the Government 

and initially a Transport Planning Unit has been established in the 

Ministry of Transport, manned by a team from Robert R. Nathan Associates, 

financed by a USAID grant. 
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Under the Plan, mvestment of £N243 million ($679 million) ·is 
( 

proposed for public investment in transport, which is 26 percent of all 

public investment, as follows: 

PLANNED PUBLIC INVESTMENT IN TRANSPORTATION, 1970-74 
(In millions of £N) 

Total Share 
1970/71 1971/72 1972/73 1973/74 1970/74 % 

TOTAL 62.8 72.7 61.7 45.5 242.6 100 -- -
Roads - Total 42.3 50.8 41.9 31.3 166.3 69 

Roads - Federal 29.3 32 ·3 19.8 12.5 93.9 39 
Continuing projects (13 .5) (10.6) (1.9) (1.5) (27.6) (11) 
Rehabilitation 

projects (11.0) (14.0) (6.8) (1.1) (32. 8) (14) 
New projects (2.9) ( 5.3) (9.9) (8.8) (26.9) (11) 
Planned and engi-
neering design (1.9) ( 2.4) (1.3) (1.1) ( 6.7) ( ---

Roads - States 13.0 18.5 22.1 18.1 72.4 30 ·...._ 

Railways 6.5 ..:1_:1_ 5.0 ~ 21.8 _2 

Airways & civil 
aviation 5.6 ~ .:l:.l 4.9 25.6 ill 

Ports 6.6 4.4 4.1 2.8 18.0 __J_ 

Maritime services & 
mland waterways 1.5 1.9 M ~ 9.1 __1! 

Miscellaneous federal 
projects 0.3 0.5 0.8 0.1 1.7 

Note: Differences due to rounding. 
Source: Second National Development Plan 1970-74, Chapter 19. 
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Bank Group Activities in the Nigerian Transport Sector 
/ . 

The Bank Group has made six loans and one credit for the devel-

opment of transport in Nigeria, and has made two technical assistance 

grants. Brief details are as follO'WS: 

193-UNI (1958) - Railway Loan 

A US$28 million loan to help finance a five-year development 

program of the Nigerian Railway Corporation. The loan provided for the 

supply of diesel locomotives, rolling stock, workshop plant and track 

equipment. 

326-UNI (1963) - Apapa Wharf Improvement 

A US$13.5 million loan to the Nigerian Ports Authority for a 

wharf extension at Apapa Quay in the Port of Lagos, completion of ware-

houses, and provision of port equipment. The loan was intended to be 

the first of a series of port development loans; a further port devel-

opment loan is tentatively foreseen for FY 1973. 

Credit 73-UNI (1965) - Northern Roads 

A US$15.5 million credit for the construction of 220 miles of 

main roads and 50 miles of feeder roads, and equipment for vehicle control, 

:in the north of the country. The project, which is nO'w completed, ·was 

executed satisfactorily, but difficulties have been experienced ·with 

base failures on the 14 mile Gumel-Maigatari road. Remedial measures 

for these failures are being discussed with the Kano State Ministry of 

Works and Survey. 
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426-UNI (1965) - Apapa Road 

A US$l7.5 million loan for the construction of about 4 miles of 

4-lane expressway, partly elevated, leading to the Port of Lagos; for 

highway feasibility studies of Federal roads and the detailed design of 

some sections; and for a stuqy of the classification of major roads and 

of the distribution of road use revenues. The Apapa Road project has been 

delayed, partly as a result of changes in FMWH's design, necessitated 

after a review by consultants revealed ·weaknesses in the original design. 

The cost of the re-designed project (essentially an elevated structure 

resting on piled foundations, as against the original ground level pavement 

on sandfill) has increased from £N8.7 million as estimated at appraisal, 

to some £Nl3-14 million, and the project is not likely to be completed 

until 1973. Concern over escalating costs led the Federal Military 

Government to appoint a Tribunal of Enquiry in May 1970; this tribunal 

has now made its report, the main recommendations of which are: 

i) complete the construction works, and provide the 
necessary funds; 

ii) limit the scope of work by omitting certain items 
previously added by FMWH; 

iii) retain the same contractor, but negotiate new unit 
prices ·with him; and 

iv) retain the same consultants to assist in supervision. 

The recommendations have been accepted by the Federal Government. 

427-UNI (1965) - Western Roads 

A US$14.5 million loan for the construction of three roads 

totalling 100 miles in length; for detailed engineering of a further 
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300 miles of, roads;for technical assistance to advise the Western State 

MWT on maintenance operations; and for the procurement of road maintenance 

equipment. The roads constructed under the loan are now open to traffic, 

but claims arising from the war activities in the area are still to be 

settled. Nevertheless, final costs are expected to be within the estimates 

at appraisal. The detailed engineering under this loan forms the main basis 

for the loan now proposed. The technical assistance operation, including 

5 maintenance advisers, is complete, but implementation of recommendations 

has been slo·w. The purchase of maintenance equipment will probably be 

completed by the extended Closing Date, October 1, 1971. 

640-UNI (1970) - Highway Rehabilitation 

A US$10.6 million loan for the rehabilitation of 204 miles of 

the Lagos-Ilorin and Lagos-Ewekoro trunk roads; for detailed engineering 

of the 70 miles new Lagos-Ibadan expressway; for a feasibility study of 

an improved road connection between Ibadan and Daura on the Niger border; 

and for a preliminary study of improving the Benue River crossings near 

the Cameroon border. There vrere lengthy delays in awarding the road 

rehabilitation contracts under this loan. These works and the final 

engineering for the Lagos-Ibadan expressway are no·w under way, but a 

contract for the Ibadan-Daura feasibi~ity stuqy has not yet been awarded. 

The project will not be completed by the Closing Date of the loan, June 30, 

1972. 

694-UNI (1970) - Transport Rehabilitation 

A US$25 million loan to assist in urgent rehabilitation works, 

namely: 
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Ports- Repair of sheds and ·warehouses in Port Harcourt, 
and acquisition of port handling equipment for 
all ports. 

Railways - Acquisition of rolling stock, motive power and 
track equipment and materials. 

Roads - Rehabilitation of up to 500 miles of trunk roads, 
including bridges, and provision for consultant 
services. 

This loan was made, after very brief appraisal, shortly after the end of 

the civil war. There have been difficulties in getting this project going, 

mainly because of disagreements ·with the Government, in principle on the 

Bank 1 s requirements on economic justification for works 1mder this loan, 

in practice on the selection of roads for Bank financing. Thus far the 

equivalent of about US$11 million has been allocated for roads, US$5 mil

lion for railway equipment and US$3 .3 million for port equipment. The 

project will ~ot be completed by the loan's Closing Date of December 31, 

1972. 

Bank Technical Assistance Grants 

In 1963, a technical assistance grant of US$125,000 was made 

for feasibility studies of twelve Trunk B roads feeding into the Bornu 

railway extension, and for 25 other road projects in the Northern Region. 

The construction of three of these roads, Maiduguri-Baga, Biu-Gornbe and 

Gumel-Maigatari formed the basis for Credit 73-UNI. Certain others of 

these roads are being studied under Phase II of the Northern States Road 

Development Survey (see below). 

In 1965, a US$240,000 technical assistance grant was made for 

a comprehensive stuqy of regional and local authority roads in the Eastern 
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Region, to assess the existing transport system, to identify future needs, 
.. 
i 

and to make recommendations for .road construction, road maintenance and 

highway administration. The stu~, which ·was completed shortly before the 

outbreak of the civil ·war, identified 14 priority projects totalling 295 

miles which should be constructed or reconstructed b.y 1973. The priorities 

listed by the consultants now need revision in the light of present conditions. 

UNDP-Financed Studies for Western and Northern Roads 

In addi.tion to the Bank financed projects listed above, the Bank 

also acted as Executing Agency for UNDP-fin·anced regional road studies in 

the ·west and north, similar in scope to the Eastern Roads Stu~. The . 

Western Nigeria Road Development Survey has identified about 300 miles of 

priority road projects, and the final engineering for most of them has been 

carried out under Loan 427-UNI. Field work for the Northern States Road 

Deve~opment Survey started in October 1968, and the report on Phase I was 

submitted in October 1969. Phase II;which is to comprise detailed engineering 

of 273 miles of high priority roads identified in Phase I, is no·w being prepared. 

Proposed Bank Lending Program - Transport Sector 

Nigeria's 4-year Plan investment is likely to involve fore.ign 

exchange requirements for the transport sector of about $400 million, of 

which the Bank may wish to lend $150-160 million. 0 f this amount $60 mil-

lion is committed through the undisbursed balance of Apapa Road loan (426-

-UNI), the two 1970 Rehabilitation Loans (640-UNI and 694-UNI) and the Fifth 

Highway Loan for which negotiations were recently completed. This leaves 

a balance of $90-100 million which accords with the $95 million provided 

for transport in the Bank's proposed lending program for FY 1972 through 1974. 
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In view of the recent social and economic changes brought about 
( 

I 

by the war, and of the uncertainty about the Government's transport policies, 

it is not possible to identify the most urgent investments suitable for Bank 

Group f:inanc:ing, other than those covered by the Rehabilitation Loans. A 

port project to expand the facilities of Lagos is likely to merit high 

priority. The requirenents of the railways are not known; their ma:in 

priority now is for technical assistance. The four-year highway program 

could probably ab~orb US$110 million, but the :investment priorities for 

roads are not clear. A Bank loan to assist the development of :internal air 

service in Nigeria may deserve serious consideration. 

One of the objectives of the Transport Sector Mission, now :in the 

field, will be to try to identify and assign priority to projects which 

could form the basis for the Bank's lending program :in this sector. 

The Federal Goverrunent of Nigeria should encourage the new 

Transport Plann:ing Unit and associate Nigerian officials ·with its work. On 

the basis of its studies, and of the advice received from the various con-

sultants worldng on the highways, railways, airways, ports and ·waterways 

sub-sectors, the unit should reconrrnend transport policies and investment 

programs suitable for Bank Group participation. Until the necessary studies 

are carried out, the Government should try to conf:ine its commitments :in the 

transport sector to rehabilitation work and to completion of ongo:ing programs. 

1. 

l · 



AGRICULTURE 

BACKGROIDJD 

Agriculture Hill remain the main-stay of the Nigerian economy 
I 

and the sourcG of livelihood of most of the population for many decades. 

Of Nigeria's 231 million acres, about 1/3 is arable land 

and land under permanent crops. A further 40 percent of the countr.y, 

over 90 million acres, is presently not used for any specific purpose, 

thus more than half the potential agricultural land is at present un-

utilised. 

Over the last two decades, Nigeria's economic grov-rth can 

largely be attributed to agriculture which provided the foreign exchange 

for the importation of capital goods, in addition to generating domestic 

income. In 1961, agricultural exports of $375 million represented 89 

percent of all exports. 

With the advent of petroleum, the contribution of agricultural 

exports -fell to 64 percent in 1965 but rose again during the war when 

petroleum activities were restricted. Although the proportionate con-

tribution has fallen again since the end of the war, agriculture isstill 

a major foreign exchange earner and is counted upon to provide the foreign 

exchange to finance a significant part of the development plan. 

Under Nigeria's First Development Plan 1962/68, the agriculture 

sector grew at an average rate of only 2 percent and the agricultural share 

of GDP dropped from 61 percent to 55 perc~nt. These disappointing results 

stemmed largely from the lack of effective planning in the Federal and 

Regional Ministries of Agriculture 't·Thich resulted in only half of the 

expenditure program~ed for the plan being made. 

Nigeria's agriculture suffers from low productivity resulting 

from poor techniques and low imputs. Infrastructure, marketing, storage 
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facilities and the credit system all need reform, as do pricing policies. 

Nigeria recognises these problems and has accorded high priority to 

agriculture under; its Second Development Plan for 1970-74. 

Agriculture is the basic responsibility of State Governments 

but the Federal Government proposes to provide active leadership and 

financial support .to the States to increase the historic and present low 

growth rate, with the objective of rehabilitating its export crops {cocoa, 

ground nuts, palm oil and rubber) and ensuring that supplies of food crops 

keep pace vrith population growth . and urbanisation, with particular emphasis 

on increasing protein ·and calorie intake, especially in urban areas. 

To achieve these objectives, the Federal Government proposes 

to provide funds and technical assistance; to encourage the States to 

institute land tenure reforms; to promote and coordinate irrigation and 

soil conservation schemes in the Northern States; to establish a national 

Agriculture Credit Bank with centralized control but decentralized field 

operations. (£N 6 million - $16 .8 million) has been ear-marked for this 

Bank); to rationalise, revise and adapt technical education to meet the 

requirements of a modernized agriculture·; to restructure and expand the 

training of extension workers; to reform and coordinate agricultural re

search through Federal Research Centres and Universities under the super

vision of a National Agricultural Council; to establish planning units 

at Federal and State levels which will facilitate, coordinate and improve 

project identification, preparation and evaluation. 

The Government also proposes to encourage, by subsidy, the 

increased use of fertilizers and pesticides; provide grants , loans and 

technical assistance, to encourage the establishment and expansion of 

Producer Cooperative Marketing Societies; to establish research 

programs; to develop simple motor pm·rered and animal drawn implements 

which can be produced domestically and establish a National Seed Multi-
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plication scheme for the multiplication and distribution of improved 

varieties of sorghum; maize, rice, pulses and assava. 
( 

; . 
During the four years of the Plan, total projected capital 

expenditures by the government on agriculture are $300 million. This 

amount represents about one-fourth of total public investment in the 

economic sectors. 

Proposed Bank Lending Program 

The loan of $7.2 million for cocoa rehabilitation in Western 

State, approved by the Board on May 4, was the Bank's first lending for 

agriculture. However, we expect that a significant portion of the Bank's 

lending to Nigeria during the Plan period will be in support of agriculture. 

The Bank's lending program through FY 74 envisages projects for 

tree crops in the East, livestock in the West and North, a second stage 

cocoa rehabilitation project in the West, and a possible loan for the 

proposed National Agriculture Credit Bank. A notional total of $45 

million has been assigned to these projects. 

As in other sectors, project identification/preparation and 

assignment of priorities are S8~ious restraints. In an effort to build 

a pipeline of projects the Bank has taken the following positive steps 

over the last six months. 

1. A team of consultants provided by CDC has recently completed 

a review of the liV:estock sector, ranching, ranch management, 

tese-tese fly eradication, meat processing and cold storage 

transportation in the North and West. We expect that projects 

will be identified leading to loans ranging from $5 - 15 million 

in each of FY 72, 74 and 76. 
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2. A mission, assisted by CDC personnel, has completed identi

fication of a tree crop project in· the· East involving the 

rehabilitation of estates formerly operated by the Eastern 

Nigerian Development Corporation~ 

3. A possible pulpwood plantation project in the East has been 

identified. 

4. On the basis of a proposal made by the Bank, the Federal 

Government will approach UNDP for technical assistance which 

would result in the establishment, and management during its 

formati~e years, of a National Agriculture Credit Bank. The 

Bank has indicated its willingness to act as Executive Agency 

for this project and it may be assumed that Bank financing for 

the institution will be requested, although probably not 

befo~e FY 73 or 74. 

·s. Funds have been provided in the Western Cocoa Loan for equipn1ent 

for a survey unit to obtain the data necessary for a second 

phase of the cocoa rehabilitation program being developed by 

Western State. This and the improved management, credit 

facilities and agricultural techniques which could arise from 

the present project should provide the basis for a second expanded 

project in about 2 - 3 years. 

6. An Agriculture Sector Mission is now completing its field work 

designed primarily to identify projects for preparation which 

could form the basis for a meaningful Bank lending program 

over the next 5 - 10 years. 



- 5 -

For the effective management of agricultural projects, substantial 

institution building within the states will be necessar,y. For the Bank 
{ 

to make a meaningful contribution in this ·field, some financing of local 

currency costs will continue to be necessary. 

The need for substantial technical assistance, more fully explained 

under Item 9, is of particular importance in agriculture. 



EDUCATIO~ 

BACKGROUND 

Nigeria's education system made modest progress during the 

1960s. Enrollment in primary schools gre-v1 by some 2 percent p .a. and in 

secondary schools by about 1.5 percent p.a., compared to a 2.5 percent annual 

population grovrth. Enrollment in technical and vocational schools doubled 

in the 60s and university enrollment tripled, both from low base figures. 

About 3.2 percent of G.D.P. was spent on education in 1970. This percentage 

has remained relatively constant since 1963, is low compared to similar African 

nations, and is not projected to increase during the Plan period 1970-74. 

The States have primary responsibility for financing educatio~but receive 

considerable Federal grants for capital expenditure. Education expenditure 

t~fes from OQe-third to one-half of the State Governments' recurrent budgets 

and one-fifth of the Federal's. 

One primary objective in the education sector of the current Plan 

is the restdration of facilitie s and services damaged or disrupted by tha 

civil war. The other major objective is the development and expansion of 

education at various levels in order to achi9ve higher enrollment ratios, 

States by "levelllng upwards". Aside from the rehabilitation needs, the 

following are the major problems of the education system and Plan proposals 

• for their solution. 

(a) Low level of enrollment and geographical imbalances 

Universal prima~ education remains the aim, but only some 30% 

of the primary school age-group attends school. .On the seconda~ 

level only 4% of the age-group attends school. Furthermore, 

~erious imbalances exist among diffe:::·ent areas of the country. 

Enrollment ratios at the prima~ level range from a low of 4% in 

some States to a high of 70% in others. At the secondary level 
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the r ange is between 0.4% and 12%. The six Northern 

States are at the louer end of both scales. The Development 

Plan objective ·· is -to achieve a national minimum enrollment 

ratio of 50% at the prima~ l evel by the mid-1970s and 25% 

at the secondary level by the end of the 1970s. The Plan puts 

a premilli~ on equalizing educational opportunities among the 

States and most Federal education assistance wlll·. therefore go 

to the North. 

(b) Qualitative defects 

Even thougl1 ther e has been no sharp increase in e~rollment, 

wastage at the prima ry level is over 60% and one of the highest 

-
in the 1·J"orld. Inadequate facilities and poor quality of 

teaching, reflecting poor financing, are the main deficiencies. 

These deficiencies are common to all levels of education in 

Nigeria, although wastage is lm·rer at post-primary levels. 

(c) Outda~ed curriculum 

The present seconda~J school curriculum is gear2d t o university 

ent.l,ance and bia sed tm-Jards the arts. It has not been able to 

supply sufficient numbers of science trained students for higher 

studies in science and technology, nor enough middle-level man-
• 

power -with vocational training . In recognition of these short-

comings, science is nm~ being strengthened and practical shcp 

wo~k introduced in the curriculum (comprehensive or multilateral 

schools). 

("d) Uncoordinat ed ex-pansion 

The expansion in primary education has no~ been accompanied by 

a proport ionate expansion in secondary education. This has 

resulted in s erious unemployment and frustration among primary 
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school leavers. At the same time, the·re is a serious shortage of 

skilled and middle-level technical manpower. The Plan aims at 

expanding seconda~ education, especially technical and vocational 

training, to absorb an increasing number of primary school output 

and remedy the manpower shortage, reducing the level of unemployment 

among primary school leavers. 

(e) Shor~age of teachers 

Serious shortage of qualified teachers is one of the major con

straints to the development of primar".f and second:1~. educatioh. 

The Emergency Teacher Trainine Program introduced in.the late 1960s 

is a recognition of the aerious nature of the problem. The Program 

has hi~h priority and is being continued during the present Plan 

per-iod. 

(f) Lack of technical education 

Technical education has received insufficient emphasis. Lack of 

middle-level manpower from technical institutes and colleges of 

technology relative to university output has led to uneconornic use 

of hig~-level manpmver a·nd a growing demand for foreign middle-level 

technical personnel. Federal assistance to expansion of technical 

education has ~eceived high priority in the Plan. 

The wider provision of educational facilities has be~n a matter of 

priority with all the Governments 1.vithin the Federation . But ambitious 

educational development policies, like free primary education, have not 

always rec 3ived proper government financing and quality has suffered. 

In the 1960s education budgets were thinly spread in an effort to extend 

education to as many as possible. The Plan rightly emphasises that in 

the 1970s high priority should be given to consolidation, rationalization 

and quality imp:::'ovement l .. ather than quantitative e ~yansion. 



- 4 -

BANK ACTIVITIES AND PROPOSED LENDING PROGRAM 

The Bank group's only lending for education has been IDA Credit 
I 

72 for $20 million made in 1965, of which $17.9 million remains undisbursed. 

' 
InitiaJ..ly, delay was ·encountered in the appointment of consultants and 

executive architects. The civil ~ar and the constitutional changes 

under which the twelve states replaced the four regions resulted in 

further delays and complications. Planning and design work in the areas 

outside the former Eastern region continued during the :vJar but the po!'tion · 

of the credit ($2.6 million) allocated to the East was frozen by action of 

the Federal GoverQment. 

Since the end of the Nar, considerable progress has been made . 
outside of the Eastern States. Over 80 percent of the contracts for 

construction, furniture and equipment have nmv beel1 a-vrarded and some 

construction has already sta rted. It is expected that all contracti:1g 

will be completed by the end of July. 

1rJith a vieH to its reactivation a Bank mission has revie1ved the 

pa!'t cf the prcject ir1 tlJ.e Lla·ee Eastern States, in the light of the 

area's urgent rehabilitation needs, current costs, and the revised 

educational policies of the governments which place greater emphasis on 

• vocational and ~eacher training facilities. A revised project has now 

been agreed 1vith the Federal and State Governments concerned and as soon 

as the legal complications arising from the constitutional changes are 

clarified, a proposal for the reactivation of this part of the project 

will be submitted to the Executive Directors. The adoption of standa~ds, 

designs and plans prepared for the rest of the country will speed up con-

struction and disbursement but it is unlikely that full disbursement of 
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the $2 .6 million allocated to the three Eastern States will be 

achieved by the present Closing Date, December 31, 1972. 

As a result mainly of increased construction costs, this. IDA 

Credit vdll now only represent about half the cost of the project 

instead of the two thirds it was originally intended to cover. The 

Federal Government requested a suppl~menta~ credit to maintain the 

Bank's percentage of participation. Rather than provide supplementa~ 

financing for the project the Bank has appraised an additional project 

for the reconstruction of 20 seconda~ schools and 7 prima~ teacher 

training colleges in the three Eastern States. This proje?t, for which 

an appraisal is being prepared, combines reconstruction with reform and 

would result in the expans-ion of the project institutions into viable 

comprehensive schools and regional teacher training colleges. The 

estimated cost of the proposed project is $22.6 million and it is 

likely that the proposed Bank loan ($13 million) vJould finance the 

foreign exchange component or 57 percent of total project cost. This 

operation is scheduled for Board consideration during the first half 

of FY 72. 

A UNESCO mission has recently completed the field portion of an 

educational sector study and it is expected that this will lead to 
• 

larger country-wide projects. Projects have been tentatively included 

in our five year lending program for fiscal years 1973 and l975 and 

notional amounts of $25 million and $20 million respectively have been 

applied. 
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BRIEF ON 

NIGERIAN INDUSTRIAL DEVELOPMENT BANK (NIDB) 

Origin 

1 . The Nigerian Govero...ment approached the Bank Groupin 1961 for 
assistance in establishing a national development finance institution. 
NIDB carne into being in January 1964 following three years of preparatory 
work in which the Bank Group played a leading role. NIDB is a reconstruction 
of the Investment Company of Nigeria (ICON), founded in 1959 before Nigeria's 
independence, under sponsorship of the Commonwealth Development Corporation (UK). 
NIDB' s share capital is EN 2 million ($5.6 million) with IFC and the Central 
Bank each holding 25%, private Nigerians another 1%, and foreigners making 
up the rest. 

Relations with Bank Group 

2. Relations 1iith the Bank Group have been close. Upon the Bank's 
initiative, ICICI in Bombay agreed to release Mr. James Raj as NIDB's first 
General Manager, a post which he held until 1966 before joining the managerrEnt 
of IFC. Ln 1966, a Nigerian General Manager, Mr. Silas Daniyan, was appointed. 
At that time, the Bank Group seconded Mr. P.M. Mathew as Advisor; he was 
with NIDB until mid-1967 before becoming Deputy Director of the DFC Depar~rnent. 
Since NIDB s establishment, IFC has been represented on NIDB's Board, first 
by Hr . J. Beevor and since Ju.ne 1967 by Mr. A.A. Khosropur. 

3. Negotiations for a first Bank loan took place in 1966 but were not 
completed at that time because of the outbreak of civil strife. As the 
situation became more settled in large parts of Nigeria, as business prospects 
improved and as NIDB had survived the civil war with its organization intact , 
the Bank made a first loan of $6 willion in 1969, followed by a second for 
$1 0 million in August 1970 . The balance of NIDB r s resources (nm.; totaling 
$35 million) comes from its own equity and from Government loans made on 
concessional terms. 

Operations and Rol e in the Economy 

4. In each of its first two years (1964 and 1965), NIDB approved loans 
and investments totaling somewhat less than EN 1 million. The pace dropped 
considerably - to about LN 0 .. 3 million - in 1966 when the civil r,;ar slowed 
do~m all activity in the country. However, · since then, and despite the civil 
war, approvals totaled TIN 1 million in 1967 and increased practically every 
year, reaching over EN 3 million in 1970. This increase in activity was due 
to several factors: one was the growth of the industrial sector favored by 
import restrictions imposed during the war; NIDB became an attractive financier 
through access to scarce foreign exchange resources, i.e. Bank loans;a~d 
finally NIDB gradually beca.rne better lmown to potential investors par
ticularly Nigerians. Indeed, NIDB is at present the only long-
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term lending institution with a ~igerian image in the country and operating 
on a nationwide basis. Even vtith its sizeable business grmvth in recent 
years, 1 IDB 1 s investments accou..n.t for only 3% of total private industrial 
.investment in Nigeria at present; NIDB hopes to increase this share to 
3bout 6% by 1975, meaning that its business -vwuld have to grow annually by 
more than 25%., 

5. Foreign capital and management continue to play a predominant 
role in igerian manufacturing. In its early years much of NIDB 1 s financial 
2.ssistance ·~rJent to foreign controlled enterprises. NIDB faced severe 
criticism, both from Government officials and from the public, that it was 
not doing enough to help indigenous entrepreneurs. To answer these justified 
criticisms, NIDB has made efforts, especially recently, to fin2nce Nigerian
sponsored projects. These efforts have begUJ."'1 to pay off. Thus, -vrhile 85% 
of approved investments in 1968 -v1ere for foreign-owned projects, this 
proportion 1-rent dovm to 70% in 1969 and 40% in 1970. Now P.bout 80% of the 
applications before NIDB represent Nigerian-sponsored projects. Other points 
of concern stemm~ng from IDB 1 s operations were its heavy concentration 
on textiles (nearly half of its end 1970-portfolio ) and in the area of Lagos 
(nearly 70% of portfo:Dio). NIDB is noH making efforts and ·has had success 
in moving away from these concentrations. 

Portfolio 

6. .1JIDB 1 s loan cmd equity portfolio outstanding at Decemb~r 31, 1970 
amounted to nearly YJ 5 million ($_4 million). Due to the war, the Bank 
had been concerned. about the quality of NIDB 1 s portfolio, particularly its 
Eastern i nvestments, no"~"tJ accounting for about lO~b . A mission visited NIDB 
in Harch 1971 and found. that potential losses on NIDB's portfolio, including 
those arising from the war, are at present more than covered by NIDB 1 s reser\~es. 
As a general remark, NIDB's portfolio is still quite young and it will still 
haYe t o stand the test of time against the operating results of client 
cor1.panies. 

7. In comparison to other development banks, NIDB holds a high pro-
portion <?fits assets in equity investments. They accounted for 28% of the 
consolidated loan 2nd equity portfolio of NIDB and a subsidiary. Due to the 
high profitability of many Nigerian manufacturing enterprises largely as a 
result of protection and the high earnings from some of NIDB 1 s investments, 
NIDI3's equity portfolio has had a good yield, nearly 13% in 1970. 

Financial Results 

8. NIDB 1 s portfolio still has to catch up with the increase in opera-
tions approved. NIDB 1 s profi t2.bili ty is still modest and net profits after 
taxes as a percentage of NIDBts year-end share capital amounted to 10.5%. 
Also, its administrative costs are high due to a large staff and high liv:ing 
costs in Nigeria. . NIDB just declared its first dividend on 1970 resu~ ts, 
ioe. 6.5% of share capital. 
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Management 

9. NIDB's General Manager, Mr. Silas Daniyan from the north of 
_ igeria, has been with NIDB sinceAugust, 1964 as Deputy General Manager. 
Lr~ Daniyan had held several senior positions in the Northern Nigerian · 
and Federal Civil Ser~ces. He has done a good job of keeping NIDB to
gc~he~ a~d ofcoping with drastic changes in NIDB's surroundings. However, 
there ere also incidents of error in judgment. Mr. Mathew Adejoro has 
been IDB 1 s Deputy General Manager since January of this year after a 
career dth the Central Bank·of ·igeria where he was Deputy General Manager 
prior to joining NIDB . (He had also been on NIDB's Board for the past 
five years). In early 1970, the Bap~ seconded one of its staff members, 
Mr. Z.R. Ahmed as Advisor to NIDB. 

Outlook 

10. NIDB's outlook is good. It expects to approve in 1971. as much 
as :£N 4 . .5 million (nearly $13 million) of loans and equity investments;· it 
projects increases by about 25% in its business through the mid seventies. 
These goals are ambitious, but attainable in view of the prospective demand 
for capital a11d 1 IDB' s grovlL'11g project pipeline. NIDB' s processing capacity 
seems to be the real constraining factor for NIDB in stepping up its business 
1vit o~t suffering a deterioration of standards. To achieve its goals, 
further staff strengthening of NIDB is needed. This is a necessity recognized 
by l IDB' s management. 

11. On the basis of present forecasts, NIDB will need additional 
foreign exchange resources by June 1972. (This need will be reassessed by a 
Bank mission in December 1971). NIDB's foreign exch&~ge conmitments through 
June 1974, which are not covered by resources are now estimated at approxi
mate_y $20 millione Our present forecast for a third Bank loan provides for 
$1 ~ million in FY 1973. 

12. NIDB is a company operating in a large economy with attractive 
growth prospects. Its evolution has suffered setbacks due to the Nigerian 
civil war which affected both the normal development · of NIDB's org~11ization 
a..11d of its business volume. Hov-Tever, NIDB has been able to survive these 
difficulties. Since more settled times have arrived in Nigeria, NIDB has 
consolidated its organization further. NIDB is now facing a situation in 
which it can expect· a considerable growth of its operations. Still, 
organization~l ~rovements will be needed both as to processing of ne't.J 
operations and keeping track of the growi_ng portfolio. NIDB is aware of 
thes .... needs. The process of strengthening of NIDB has had substantial 
assistance from the Ba~ Group, both as to staff deployment to Lagos and 
through training outside Nigeria including ·i.n the World Bank. NIDB n 
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term lending institution with a ~igerian image in the country and operating 
on a nationwide basis. Even vtith its sizeable business grmvth in recent 
years, 1 IDB 1 s investments accou..n.t for only 3% of total private industrial 
.investment in Nigeria at present; NIDB hopes to increase this share to 
3bout 6% by 1975, meaning that its business -vwuld have to grow annually by 
more than 25%., 

5. Foreign capital and management continue to play a predominant 
role in igerian manufacturing. In its early years much of NIDB 1 s financial 
2.ssistance ·~rJent to foreign controlled enterprises. NIDB faced severe 
criticism, both from Government officials and from the public, that it was 
not doing enough to help indigenous entrepreneurs. To answer these justified 
criticisms, NIDB has made efforts, especially recently, to fin2nce Nigerian
sponsored projects. These efforts have begUJ."'1 to pay off. Thus, -vrhile 85% 
of approved investments in 1968 -v1ere for foreign-owned projects, this 
proportion 1-rent dovm to 70% in 1969 and 40% in 1970. Now P.bout 80% of the 
applications before NIDB represent Nigerian-sponsored projects. Other points 
of concern stemm~ng from IDB 1 s operations were its heavy concentration 
on textiles (nearly half of its end 1970-portfolio ) and in the area of Lagos 
(nearly 70% of portfo:Dio). NIDB is noH making efforts and ·has had success 
in moving away from these concentrations. 

Portfolio 

6. .1JIDB 1 s loan cmd equity portfolio outstanding at Decemb~r 31, 1970 
amounted to nearly YJ 5 million ($_4 million). Due to the war, the Bank 
had been concerned. about the quality of NIDB 1 s portfolio, particularly its 
Eastern i nvestments, no"~"tJ accounting for about lO~b . A mission visited NIDB 
in Harch 1971 and found. that potential losses on NIDB's portfolio, including 
those arising from the war, are at present more than covered by NIDB 1 s reser\~es. 
As a general remark, NIDB's portfolio is still quite young and it will still 
haYe t o stand the test of time against the operating results of client 
cor1.panies. 

7. In comparison to other development banks, NIDB holds a high pro-
portion <?fits assets in equity investments. They accounted for 28% of the 
consolidated loan 2nd equity portfolio of NIDB and a subsidiary. Due to the 
high profitability of many Nigerian manufacturing enterprises largely as a 
result of protection and the high earnings from some of NIDB 1 s investments, 
NIDI3's equity portfolio has had a good yield, nearly 13% in 1970. 

Financial Results 

8. NIDB 1 s portfolio still has to catch up with the increase in opera-
tions approved. NIDB 1 s profi t2.bili ty is still modest and net profits after 
taxes as a percentage of NIDBts year-end share capital amounted to 10.5%. 
Also, its administrative costs are high due to a large staff and high liv:ing 
costs in Nigeria. . NIDB just declared its first dividend on 1970 resu~ ts, 
ioe. 6.5% of share capital. 
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Management 

9. NIDB's General Manager, Mr. Silas Daniyan from the north of 
_ igeria, has been with NIDB sinceAugust, 1964 as Deputy General Manager. 
Lr~ Daniyan had held several senior positions in the Northern Nigerian · 
and Federal Civil Ser~ces. He has done a good job of keeping NIDB to
gc~he~ a~d ofcoping with drastic changes in NIDB's surroundings. However, 
there ere also incidents of error in judgment. Mr. Mathew Adejoro has 
been IDB 1 s Deputy General Manager since January of this year after a 
career dth the Central Bank·of ·igeria where he was Deputy General Manager 
prior to joining NIDB . (He had also been on NIDB's Board for the past 
five years). In early 1970, the Bap~ seconded one of its staff members, 
Mr. Z.R. Ahmed as Advisor to NIDB. 

Outlook 

10. NIDB's outlook is good. It expects to approve in 1971. as much 
as :£N 4 . .5 million (nearly $13 million) of loans and equity investments;· it 
projects increases by about 25% in its business through the mid seventies. 
These goals are ambitious, but attainable in view of the prospective demand 
for capital a11d 1 IDB' s grovlL'11g project pipeline. NIDB' s processing capacity 
seems to be the real constraining factor for NIDB in stepping up its business 
1vit o~t suffering a deterioration of standards. To achieve its goals, 
further staff strengthening of NIDB is needed. This is a necessity recognized 
by l IDB' s management. 

11. On the basis of present forecasts, NIDB will need additional 
foreign exchange resources by June 1972. (This need will be reassessed by a 
Bank mission in December 1971). NIDB's foreign exch&~ge conmitments through 
June 1974, which are not covered by resources are now estimated at approxi
mate_y $20 millione Our present forecast for a third Bank loan provides for 
$1 ~ million in FY 1973. 

12. NIDB is a company operating in a large economy with attractive 
growth prospects. Its evolution has suffered setbacks due to the Nigerian 
civil war which affected both the normal development · of NIDB's org~11ization 
a..11d of its business volume. Hov-Tever, NIDB has been able to survive these 
difficulties. Since more settled times have arrived in Nigeria, NIDB has 
consolidated its organization further. NIDB is now facing a situation in 
which it can expect· a considerable growth of its operations. Still, 
organization~l ~rovements will be needed both as to processing of ne't.J 
operations and keeping track of the growi_ng portfolio. NIDB is aware of 
thes .... needs. The process of strengthening of NIDB has had substantial 
assistance from the Ba~ Group, both as to staff deployment to Lagos and 
through training outside Nigeria including ·i.n the World Bank. NIDB n 
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longer seems to be a problem company; but close superVls~on, and technical 
assistance from the Bank Group addressed to specific areas of weakness, are 
still needed. Since NIDB is becoming a significant factor in the economic 
development of Nigeria and its importance is likely to grow, such assistance, 
as well as continued financing, will be provided within the Bank's lending 
program and technical capacities. 

Attached for convenience is a summary of basic data on NIDB. 

Development Finance Companies Department 
May 11, 1971. 
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longer seems to be a problem company; but close superVls~on, and technical 
assistance from the Bank Group addressed to specific areas of weakness, are 
still needed. Since NIDB is becoming a significant factor in the economic 
development of Nigeria and its importance is likely to grow, such assistance, 
as well as continued financing, will be provided within the Bank's lending 
program and technical capacities. 

Attached for convenience is a summary of basic data on NIDB. 

Development Finance Companies Department 
May 11, 1971. 
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Ba~i~ Data On 
Nigerian Industrial Development Bank (NIDB) 

Resou-rce Position - Consolidated basis 1 

(as of Decenber 31, 1970) 

Equity 
1st Gove1LUnent loan 
2nd Government loan 
1st IBRD loan 
2nd IBRD loan 
Total Resources 

Loans outstanding 
Equity investments 

Resources available for disbursement 

Approvals of Loans and Investments 

· Long term loans (more than 5 . years.) 
)1edium ·term loans (up to s ·years) 
Equity investments 

Total 

Earnings Record 

Profit before _tdf and provisions ·· 
t o average total assets 

Profit before tax and provisions 
. to. average equity · 
Net profit to year-end share capital 
Dividends paid to year-end share capital 

inancial Position (as of December 31, 1970) 

Total debt/equity ratio 
Conventional debt to equity plus 

qi1asi-equi ty 
Reserves and provisions to loan 

and. investment portfolio 

Effective as of Februar,y 26, l971. 

(in t...TIJ million) 

2 •. 89 
2.00 
1.93 
2.14 
3-57 ll 

12.53 

3-.45 
1.16 

. 7 ~92 
. .. 

(in £N million) 

1967 1968 196~ 1970 

. . 0.49. 0.34 0.93 2.01 
0.20 . 0~31· 1.14 0.88 
0.32 

1.01 --

1967 

3.82 

8.7 '{-2.S; 
5. 

1.62:1 

0.58:1 

17.5%-

0.07 0.36 0.28 

0.72 
_:__ 2.43 3.17 

(p-ercentages) 

1968 1969 1970 

4.28 . 4".47 4.06 

9.9 10.4 10.5 
9-~ 12.~ 10.3 
5. 5. 6.5 

11 
?! NIDB is exempt on profits transferred to reserves UP to a total of 

£N · 2. 0 million from tax. Ta""<es are however due on dividends and 
certain disallouable items. 

5~5% on preference _shares totalling £N 250,000 only. 

::: ~ .. ·. ~ . .. • r. ~ -• •#•(':' ttL 

...... _ .. 
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Interest Rates and Ch~xges on Loans 
(as of December 31, 1970) · 

(a) Interest on existing portfolio ranges from 7 1/2%-9%; 
presently NIDB charges 9%. 

( ) Comrrd.tment charges 1 1/~-1 3/4% per annum.y 
(c Finance Negotiation Fe~ 1/4:£( 

Basic Data on Bank Group Loans and Investments 

I. Bank Loans 

a) Amount ~ 
b) Rate of interest 
c) Commitment charge: 

d) Date approved 
e) Date ·effective 
f) · Free limit 
g) Aggregate free lLmit · 
h) Terminal date for 

project sub~ission 
i) Closing Date for 

disburse!i.ent 
j) Foreign exchange risk 

assumed by: 
k) Status of loans 

{March 31, 1971) 
Ameunt credited 
Disbursed 

Balance available for 
Comrni tments: 

.5'88 UNI 

$6 million · 
6 1/2% 
3/4% from date of crediting 
each project 
Febrtia.ry 18, 1969 
May 29, 1969 
$100,000 

Sept6nber 30, 1971 

December · 31, 1972 

$5,999.184 
$3,365.062 

$816 

705 UNI 

$10 million 
7% 
3/4% 60 days 
after signature 
July 21, 1970 
Februa~J 26, 1971 
$200;000 

.$2,.5'00,000 ' 
December 31, 1972 

March 31, 1974 

End borrower 

$353,000 

- $9,647 ,ooo 

1/ Co~~tment Charge, at 1 1/Wb, is calculated on the undisbursed part of 
the approved Loan, begiP~LDg one month after acceptance of app~oval by 
the client. 1m additional 1/2% Commitment Charge may be levied if no 
part of the Loan is disbursed six months after acceptance of approval 
by client. · 

y A Finance negotiation fee of 1/4% of 1% is charged as a comp.ensation for 
appraising projects. This is payable by the. promoter "ivhen submitting 
the letter of acceptance. 



II. IFC I~ves~~ent: 

A. Basic Facts 

Date approved: 
Date paid in: 
Number of shares 
subscribed: 

. Par value of share 
Price paid per sh$re: 
Total ~i1ount paid in: 
Share sales: 
Investment no-vr held: 

• I 
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·September 10, 1963 
. Janu~ 22, 1964 

499;827 Class A OrdinarY Shares 
-tN 1 
PAR 
tN 499,827 (US$1,399,516) 
NONE 
499,8?7 Class k shares. 

· B. Special Agt-eements and ·Arrangements ·Hi th IFC~ 

Restriction on Sales: IFC ~Dd the Central Bank of Nigeria have pledged, iri 
an Agreement d.ated January 22, 1964, to sell all of their shares to Nigeria.Tl 
private investors. IFC 1 s shares and the Central Ba.'r'lk 's shares are to be sold, 
in equal proportion, at prices not less· than par to oo agreed upon from time to 
time. 

Directorshin: SLnce NIDB's establishment on January 22, 1964, IFC has been 
represented in NIDB's Board, first by Hr. J.G. Beever and since June 21, 1967 

· by Dr. Ali A. Khosropur. Dr. Khosropur has been proposed by IFC for re-election 
in 1971. · 

Joint Operations IFC[NIDB: NO~ffi 
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THE MANUFACTURING SECTOR AND THE STRUCTURE OF 
INDUSTRIP .. L PROTECTION IN NIGERIA - February 1971 

SUMMARY AND CONCLUSIONS 

i. This report analyzes recent developments in the manufacturing 
sector and the most important government policies ·affecting industriali
zation in Nigeria. Moreov~r, it represents the first attempt at defining 
the structure of industrial protection in Nigeria in terms of effective 
rates of protection, based on data for 42 industries in 1968. The find
ings have important implications for industrial policies in general. 
Considerable study remains to be done before detailed policy recommenda
tions for specific industries can be developed. 

Recent Developments in the Manufacturing Sector 

i.i. The manufacturing sector's contribution to GDP is still small -
about 10 percent in 1969/70; but rapid rates of growth - estimated at 
close to 10 percent per annum - have been achieved over the 1965/66 to 
1969/70 period despite disruptions by the civil disturbances. Nigerian 
manufacturing is characterized by low value added industries, this being 
the case both for the export industries engaged in semi-processing primary 
products and import substituting industries putting final touches to im
ported inputs. 

iii. There has been a pronounced shift from manufacturing in the 
early 1960's based largely on processing traditional primary products 
for export towards processing imported materials for the domestic market. 
As a consequence, industrial activity has become geogr~phically more 
concentrated in areas with easy access to imported raw materials and 
large urban consumer markets. 

iv. The limits of import substitution have been reached for a 
number of consumer goods including beer, soft drinks, cigarettes, 
matches, bakery products, confectionery, soap and cosmetics and foot
wear. There remains extensive scope for further import substitution in 
textiles, especially in intermediate products (grey baft). Of inter
mediate goods, only cement, paints and tires and tubes have reached 
advanced degrees of import substitution. 

v. Foreign capital and expatriate management play a predominant 
role in the Nigerian manufacturing sector. Over two-thirds of paid up 
capital in manufacturing firms with ten or more employees is held by 
private non-Nigerians. There has been no decline in the importance of 
foreign capital or expatriate management in the three-year period from 
1965 to 1968. 

vi. The reliability of statistics on manufacturing in Nigeria is 
open to question on several accounts. In particular, the concept of 
value added used is not appropriate for showing the valae of output at 
factor cost; and adjustments made to account for small scale production, 
non-reporting firms and price increases tend to overstate manufacturing 
production in real terms. 

EX-6 
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Government Policies -

vii. Since Independence, Nigeria has moved from 'a relatively open 
economy towards a highly protected domestic· market. This trend has 
been reinforced by tariff increases and quantitative restrictions im
posed during the war for balance of payments reasons .. 

viii. In order to raise additional government revenuea . export taxa-
tion on processed raw materials was substantially increased during the 
war, from a basic rate of 10 percent to 15 percent. for most commodities. 

ix. Special fiscal incentives to industry were widely used in 
the 1960's. These incentives have been used more stringently in the 
last three years and will be employed in the future only in support of 
high priority industries or to allow less than (economically) optional 
location of industries where differences in profitability are marginal. 
Tariff rebates on imported inputs into manufactured exports have been 
·used as an export incentive but long delays in obtaining these rebates 
are conunon. 

x. A \-lartime super-tax on prof! ts in excess of· 15 percent of 
paid-up capital and capitalized earnings · has. been retained up to the 
present (fall 1970). Its effect is to increase the rate of taxation 
on profits from 45 percent to a rate approaching 65 percent. 

xi. Excise taxe are an important fea~ure of the Nigerian 
tariff-tax system, accounting for an expected 20 percent of Federally 
collected revenue in 1970/71. Since 1964, the policy has been to in
crease excise taxes on domestically produced commodities in line with 
tariff increases, thus reducing protection afforded import substituting 
indus tries. 

xii. A quota system for expatriate technicians and skilled workers · 
is used to encourage the employment of Nigerians in the foreign con
trolled industrial sector. 

xiii. An enlarged role for the. public· sector is envisaged in the 
1970-74 Development Plan. This will take the form of significant 
government participation (either at least 55 or at least 35 percent of 
equity investment.) in a wide range of large scale industries. 

xiv. Priorities in the industrial sector · have been redefined with 
greatest emphasis given to agro-based, producer goods and export-oriented 
industries and with reduced emphasis on further import· substitution in the 
consumer goods industries. 

• 



- iii -

Structure of Industrial Protection 

xv. The present study of industrial protection is based on data 
for 42 industries in 1968. It involved large scale data collection 
and processing in which the Federal Statistical Office actively coopera
tE!d by making available the raw data of the 1968 industrial census and 
other pertinent information. The data underlying the calculations of the 
effective rates of , protection are presented in the Industry Notes appended 
to this report. They represent an important first step in deriving a 
detailed input-output table for Nigeria. 

xvi. On the whole, the structure of industrial protection in 1968 
favored low value added industries thus encouraging the growth in low 
priority final touch assembly plants as opposed to industries better 
integrated with the local economy. 

xvii. There is a considerable difference in the degree of protection 
afforded different processing activities in Nigeria as defined by the 
effective rate of protection calculated for a 42-sector breakdown of 
industry. The structure of industrial protection discriminates heavily 
against export processing activities and in favor of import substituting 
industr ies. In 1968, the average effective rate of protection was minus 
24 percent on the former and plus 85 percent on the latter. Import sub-

. stituting industries processing domes t ically produced inputs enjoyed 
greater protection than those processing imported inputs. 

xviii. The structure of industrial protection also discriminates 
against intermediate and capital goods industries relative to consumer 
goods industries , the effective tariff rate on the l.atter industries 
being 55 percent higher than on the former. This is also the case for 
the •ore recently establishe d indus tries in Nigeria. 

xix. Excise taxation has had a pronounced effect in reducing the 
protection afforded import-substituting industries, the degree of pro
tection that would otherwise exist being reduced by over 45 percent for 
the potable spirits, matches and candles, tobacco, travel goods, beer 
and stout, cement, soft drinks, drugs and medicines, and textiles in
dustries. 

• 
xx. Among the major industries, protection is highest for textiles 
and metal products. If adjustment is made for excessive profits in the 
textiles industry the level of its processing cost relative to world 
prices is not excessive. The benefit of further growth of the textiles 
industry would appear to compare favorably with most other import sub
stituting industries. The metal products industry would require even 
higher protection if a high cost domestic steel producing complex were 
established. · 
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xxi. Profits on capital of 18 percent or higher could be maintained 
under world market conditions in the beer and stout, tires and tubes 
and textiles industry. The metal products industry would barely make 
profits without protection. 

Policy Implications 

xxii. The policy irnpli·c.ations of this report are centered on the 
strategy for import substitution followed in Nigeria; the tax system 
with specific reference to export taxation, excise taxation, and the 
super tax; and the need for further researcl) and data improvement. 

· xxiii. Import substitution. A large part o.f import substitution 
has developed behind tariffs and quotas imposed for revenue and balance 
of payments purposes. For these commodities, there is a rough tendency 
for nominal rates of protection to be similar. This leads to a higher 
degree of effective protection to industries with low ratios of value 
added to gross output and thus encourages the bias towards final touch 

. assembly industries. 

xxiv. Protection is designed to permit the domestic producer - to 
earn a 15 percent net · rate of return on investment. Tariff policies 
designed · to ·equalize the rates of return on capital .among industries 
will prevent the market from allocating factors of production between 
industries. Along with this restriction of market forces, industries 
facing international competition will tend to seek increased protection 
from the government rather than to increase . the efficiency. of their own 
operations. Moreover, the potential export . market will be neglected since 
it is more profitable to produce · for the highly protect~d domestic market. 

xxv. A more ·rational approach is to give the same d~gre·e of protec-
tion to different processing activities, thus permitting market forces 
to influence the allocation uf resources between industries. While ex
ceptions to this principle might be advisable due to special aspects of 
certain industries, the adoption of such a general guideline would stop 
the discrimination in favor of low value added industries ·which now 
benefits the assembly type consumer goods industries relative to the 
intermediate and producer goods industries, accorded high priority in 
the 1970-74 Development Plan~ 

xxvi. Under a policy of equal protection tariffs on competing imports, 
raw material inputs, and excise taxes would be set so as to equalize the 
effective rate of protection among industries. The lev~l of effective 
protection would be decided on the basis of a decision·on the extent to 
which industry is to be favored relative to other activities because of 
the beneficial results of industrial activity in developing entrepreneur
ship, improving the quality of labor, and absorbing excess labor. 
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Structure of Industrial Protection 

xv. The present study of industrial protection is based on data 
for 42 industries in 1968. It involved large scale data collection 
and processing in which the Federal Statistical Office actively coopera
tE!d by making available the raw data of the 1968 industrial census and 
other pertinent information. The data underlying the calculations of the 
effective rates of , protection are presented in the Industry Notes appended 
to this report. They represent an important first step in deriving a 
detailed input-output table for Nigeria. 

xvi. On the whole, the structure of industrial protection in 1968 
favored low value added industries thus encouraging the growth in low 
priority final touch assembly plants as opposed to industries better 
integrated with the local economy. 

xvii. There is a considerable difference in the degree of protection 
afforded different processing activities in Nigeria as defined by the 
effective rate of protection calculated for a 42-sector breakdown of 
industry. The structure of industrial protection discriminates heavily 
against export processing activities and in favor of import substituting 
industr ies. In 1968, the average effective rate of protection was minus 
24 percent on the former and plus 85 percent on the latter. Import sub-

. stituting industries processing domes t ically produced inputs enjoyed 
greater protection than those processing imported inputs. 

xviii. The structure of industrial protection also discriminates 
against intermediate and capital goods industries relative to consumer 
goods industries , the effective tariff rate on the l.atter industries 
being 55 percent higher than on the former. This is also the case for 
the •ore recently establishe d indus tries in Nigeria. 

xix. Excise taxation has had a pronounced effect in reducing the 
protection afforded import-substituting industries, the degree of pro
tection that would otherwise exist being reduced by over 45 percent for 
the potable spirits, matches and candles, tobacco, travel goods, beer 
and stout, cement, soft drinks, drugs and medicines, and textiles in
dustries. 

• 
xx. Among the major industries, protection is highest for textiles 
and metal products. If adjustment is made for excessive profits in the 
textiles industry the level of its processing cost relative to world 
prices is not excessive. The benefit of further growth of the textiles 
industry would appear to compare favorably with most other import sub
stituting industries. The metal products industry would require even 
higher protection if a high cost domestic steel producing complex were 
established. · 
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xxi. Profits on capital of 18 percent or higher could be maintained 
under world market conditions in the beer and stout, tires and tubes 
and textiles industry. The metal products industry would barely make 
profits without protection. 

Policy Implications 

xxii. The policy irnpli·c.ations of this report are centered on the 
strategy for import substitution followed in Nigeria; the tax system 
with specific reference to export taxation, excise taxation, and the 
super tax; and the need for further researcl) and data improvement. 

· xxiii. Import substitution. A large part o.f import substitution 
has developed behind tariffs and quotas imposed for revenue and balance 
of payments purposes. For these commodities, there is a rough tendency 
for nominal rates of protection to be similar. This leads to a higher 
degree of effective protection to industries with low ratios of value 
added to gross output and thus encourages the bias towards final touch 

. assembly industries. 

xxiv. Protection is designed to permit the domestic producer - to 
earn a 15 percent net · rate of return on investment. Tariff policies 
designed · to ·equalize the rates of return on capital .among industries 
will prevent the market from allocating factors of production between 
industries. Along with this restriction of market forces, industries 
facing international competition will tend to seek increased protection 
from the government rather than to increase . the efficiency. of their own 
operations. Moreover, the potential export . market will be neglected since 
it is more profitable to produce · for the highly protect~d domestic market. 

xxv. A more ·rational approach is to give the same d~gre·e of protec-
tion to different processing activities, thus permitting market forces 
to influence the allocation uf resources between industries. While ex
ceptions to this principle might be advisable due to special aspects of 
certain industries, the adoption of such a general guideline would stop 
the discrimination in favor of low value added industries ·which now 
benefits the assembly type consumer goods industries relative to the 
intermediate and producer goods industries, accorded high priority in 
the 1970-74 Development Plan~ 

xxvi. Under a policy of equal protection tariffs on competing imports, 
raw material inputs, and excise taxes would be set so as to equalize the 
effective rate of protection among industries. The lev~l of effective 
protection would be decided on the basis of a decision·on the extent to 
which industry is to be favored relative to other activities because of 
the beneficial results of industrial activity in developing entrepreneur
ship, improving the quality of labor, and absorbing excess labor. 
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xxvii. To be consistent with the priorities established in the 1970-74 
Development Plan, the degree of .protection accorded · intermediate goods 
industries should be increased 1·elative to that afforded consumer goods 
industries. However, raising ta.riffs on intermediate goods and/or lower
ing tariffs on consumer goods would tend to reduce the profitability of 
the consumer goods industries, many of which are high cost and inefficient. 
Preference should be given to industries processing domestic inputs as 
opposed to imp~rted inputs. 

xxviii. Quantitative restrictions entail administrative costs and 
monopoly profits for those fortunate in obtaining import ·licenses. In 
the interest of administrative efficiency and increased government reve
nues quantitative restrictions should be replaced by tariffs designed to 
have an equivalent protective effect, except where they are felt to be 
temporary emergency measures. 

xxix. Taxes. The heavy penalization of export industries processing 
primary products in conjunction with protection of high cost import sub
stituting industries is unfortunate. The benefit is additional government 
revenue, the more important loss is an inefficient allocation of resources 
and an income transfer from domestic consumers not only to the government 
but also to predominantly expatriate producer groups. More moderate export 
taxation and heavier excise taxation of import substituting industries . 
obtaining very high levels of protection would lead to a more efficient 
allocation of resources ben~een industries and would be consistent with 
the priorities established in the 1970-74 Development Plan. 

xxx. There appears to be some potential for exporting manufactures 
to other African countries even without preferential'treatment. Two 
obstacles to this are the high profitability of the domestic market and 
delays in receiving tariff rebates on imported inputs used in producing 
export manufactures. The tariff rebate scheme should be modified so 
chat rebates are either received in a reasonable cime or are waived 
subject to verification that the final products have been exported. 
Excise taxation should a~so be eliminated on manufactured commodities 
for export . 

Xxxi. Given the revenuft constraints facing the government, the 
system of high tariffs with corresponding high excise taxation is an 
efficient way of generating revenue. Consumers lose through higher 
prices of imported goods but most of this loss is in the form of 
transfers to the government via import and excise duties collected. 
The high level cf excise taxation greatly offsets the distortion in pro
duction that would otherwise result from high tariff protection. The 
loss in consumers' surplus due to the consumption distortion·may well 
be an acceptable cost for generating, in recent years, almost 50 percent 
of Federally collected revenue. 
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xxvii. To be consistent with the priorities established in the 1970-74 
Development Plan, the degree of .protection accorded · intermediate goods 
industries should be increased 1·elative to that afforded consumer goods 
industries. However, raising ta.riffs on intermediate goods and/or lower
ing tariffs on consumer goods would tend to reduce the profitability of 
the consumer goods industries, many of which are high cost and inefficient. 
Preference should be given to industries processing domestic inputs as 
opposed to imp~rted inputs. 

xxviii. Quantitative restrictions entail administrative costs and 
monopoly profits for those fortunate in obtaining import ·licenses. In 
the interest of administrative efficiency and increased government reve
nues quantitative restrictions should be replaced by tariffs designed to 
have an equivalent protective effect, except where they are felt to be 
temporary emergency measures. 

xxix. Taxes. The heavy penalization of export industries processing 
primary products in conjunction with protection of high cost import sub
stituting industries is unfortunate. The benefit is additional government 
revenue, the more important loss is an inefficient allocation of resources 
and an income transfer from domestic consumers not only to the government 
but also to predominantly expatriate producer groups. More moderate export 
taxation and heavier excise taxation of import substituting industries . 
obtaining very high levels of protection would lead to a more efficient 
allocation of resources ben~een industries and would be consistent with 
the priorities established in the 1970-74 Development Plan. 

xxx. There appears to be some potential for exporting manufactures 
to other African countries even without preferential'treatment. Two 
obstacles to this are the high profitability of the domestic market and 
delays in receiving tariff rebates on imported inputs used in producing 
export manufactures. The tariff rebate scheme should be modified so 
chat rebates are either received in a reasonable cime or are waived 
subject to verification that the final products have been exported. 
Excise taxation should a~so be eliminated on manufactured commodities 
for export . 

Xxxi. Given the revenuft constraints facing the government, the 
system of high tariffs with corresponding high excise taxation is an 
efficient way of generating revenue. Consumers lose through higher 
prices of imported goods but most of this loss is in the form of 
transfers to the government via import and excise duties collected. 
The high level cf excise taxation greatly offsets the distortion in pro
duction that would otherwise result from high tariff protection. The 
loss in consumers' surplus due to the consumption distortion·may well 
be an acceptable cost for generating, in recent years, almost 50 percent 
of Federally collected revenue. 
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xxxiL The super-tax encourages the capitalization of earnings but 
discourages new investment by raising the rate of profits tax on new 
firms which typically have attempted t_o maintain low ratios of equity 
to debt capital in- the early years of operation to minimize risk. 

xxxiii. Further research and data improvement. The present study of 
effective rates of protection could be refined by further efforts to 
(a) derive satisfactory data on comparisons of ex-factory and c.i.f. 
prices, (b) indicate more reliably the extent to which an industry's 
effective rate of protection reflects the level of factor costs or the 
existence of excessive profits, (c) calculate a 'net' effective rate of 
protection which adjusts the rates calculated here for possible exchan3e 
rate over-valuation as compared to the free trade equilibrium and 
(d) carry out industry studies designed to isolate special aspects of 
particular industries that would justify special tr~atment. 

xxxiv. In _addition to the effective rate of prote.ction, it would be 
useful to calculate an alternative criterion to evaluate domestic indus
tries. This is the domestic resource cost measure which indicates the 
cost of a unit of foreign exchange earned in an export industry, or 
saved in an import industry in terms of the domestic resources used in 
.producing this earning or saving. 

xxxv. The industrial statistics should be adjusted so as to show 
value added at factor cost as usually defined. Surveys should be under
taken to improve the adjustments made for small scale industries and _non
reporting firms. Appropriate price indexes for _manufacturing inputs and 
outputs should be constructed in order that .manufacturing production and 
value added can be accurately measured in .real .terms . 

• 
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IFC OPERATIONS IN NIGERIA 

Existing Investments 

Arewa Textiles Limited. IFC has invested a total of $1.6 million 

:in Arewa. After sales to participants and repayments, IFC now holds 

$48,480 under the loan and $0.5 million under the equity investment. The 

company has been an outstanding success, largely due to the excellent 

management provided by the Japanese sponsors and the shortage of textiles 

in Nigeria. 

Because of Nigeria's foreign exchange problems, IFC has experienced 

substantial delays in receiving exchange control clearance for its dividends. 

Dividends awaiting approval by the Ministry of Finance are now as follows: 

Declaration 
Date 

9/18/69 
2/18/70 

11/12/70 

Form A Submitted 
to Exchange Con
trol 0 ffic e in 
Min. of Finance 

10/17/69 
2/18/70 

12/2/70 

Amo1.n1 t Due IFC 
(in Nigerian £) 

Original Received 

65,191-4-0 
88,268-5-4 

128,410-8-0 

26,076-8-10 
17,653-12-0 

Total 

Balance 

39,1:11-15-2 
70,614-13-4 

128,410-8-0 

238,139-16-6 

(equivalent to $666,792) 

IFC is actively following this matter with Mr. Ayida, Permanent Secretary 

of the Ministry of Finance. 

Nigerian Industrial DevelopiTEn t Bank. IFC has invested $1.4 mil

lion in the equity of NIDB, representing approximately 25 percent of the 

outstanding shares. In addition, the Bank has made loan cormnitments for 

$16 million and has seconded advisors over the years -- James Raj, P.M. 

Mathew, and no·w Mr. Z. Ahmed from Pakistan. Dr. Khosropur represents IFC 

on NIDB's Board. The Board has recently recommended a first dividend of 
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~percent on . the common shares for calendar 1970. NIDB has been criticized 
/ . 

by the Government for failing to play a more active role in promoting and 

financing Nigerian enterprize; NIDB is taking steps to improve its performance 

in this regard. 

Projects under Discussion 

Automobile Assembly Plant. The Government proposes to set up 

three automobile assembly plants to produce a total of 30,000 ·vehicles per 

year. A number of foreign firms that have submitted proposals have approached 

IFC for possible financmg. The Government has not yet decided which proposals 

to accept. 

Liquified Natural Gas. Shell and BP are cons1dering an LNG 

project that ·would call for total investments in Nigeria of $500 million. 

IFC is revie·wing a preliminary report and is awaiting further information. 
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