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ABSTRAGT

~ There is a belief that the answer tn undedevelopment
is private forelinn investiment, It bridges the bolance of
payment gap, the savings ond the technological gap and
the long-run per capita incomz gap. Jut others have
argued that private forelign investonent has been one of
the major factors contributing tu the developmeni crises;
thst privete Porzinn invectment ic merely the twentieth
century refimement or the cconomic outcome of the pun=-
boat diplomaocy of Ghe imperinlict powers of the last
centurye. Un thio view, privoate for ign Investment nives
even greater foreion ownerchip of the capital stock,
dominating development of market stpuctures, determinino
the allacation ai resaurces ond diastribution af incame,
more eepecially thes shares guino to the developed
countries, Uy producinng an even greater dependence of
the underdeveloped economies upon those af the developed
countries, rrivete forcion investment is thought to sotand
in the way of npational policy effort: at planned growth,
and to Frustrate th~ local enterprenursl talent and the
ralsinn of employment. Againet thie beckgroudn, the role
of private forelgn invegtwent in the transfer aof tech-
nolony and how apprapriante ic technoluny transfered is
wviewed. Investigation intn some selected sector. aof

the ecanomy like maonufaeturing, huilﬁing and construction,

services and nil sectors reveals that the foreign capital



domination of these sectors is uite substantiol,
Applying 'litmus test' on the ranufacturing and the

0il sectors reveals the tvre of technology transfered.

1t reveals that the tyjpe of :echnology transfered is
besed on a narow product linc - mainly the local sssembly
and processing of imported choemiecolsa, and pariiaelly
knockedown parts, for the production of lighi gansusar
ooods with very litile volue odded.
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problems of the third worlde. On the contrary, it might
well be that a transfer of this technology tends to
aggravate rather than solve the development problems.

The research and development done in the western world

is based upon western requirements, and not upon the
requirements relevant to the LDC's. UWestern technology
are all capital intensive in nature, whereas the relative
factor praportions of the LDC's would require a labour
intensjve or at least an intermgdiate technology. Apart
from being too capiteal intensive, there is the problem
that a substantial part of the research and development
is not relevant for the LDC's. In the developing coun-
tries, new technological innovations arec most needed in
fields like agriculture.s Even here, gt first sight one
would impgine that the import of spricultural tools and
implements would have altered agricultural production

or productivity in a drametic fashion. Most surprisingly,
the available data on land and lahour productivity in
agriculture has changed very little over the last twenty
years and that total agricultural output has not increased
substantially over this period. In addition to tools and
equipment, there has been a considerable investment in
large scale irrigation works cuch as dams and cannals
(River Oasinsg) Yhis is not only characteristics of

Nigeria, but can be noted elsewhere. For instance, since



the introduction aof Green Revolutlion in Mexico in 1965,
total eagricultural production has not risen; some
observers even believe that there has been a slight
decrease. Although the Mexican anricultural output has
been showing steady increases ducsing the period from
1943 to 1965, the new superior technology not only
arrested this growth, but has led to Ffurther social
inequitiess It is clear, then, that machines and new
seeds in themsclves, do not solve agricultural problems.
As most new technologies are developed from
advanced countries, their potential relevance are limited
to the so called modern sector, especially the manufa-
cturing sector. And goven in this limited field, the
technologics avallable may he irrelgvant, and sometimes
harmful to the developing countricse The transfer of
technology may, therefore, well lead to too capital
intensive production methods and hence, less additional
employment opportunities than would have been possible
if the technology developed had been based on the factor

proportions pertaining io LDCs.

Leaving aside the question of whether the tech=~
nology available in rich countries is relevant %o LDCs,
lets now turn to the question of how to transplant
technalgy. GOne of the ways open to LDCs to buy technical
know=how is through licensing agreements. This option is

often used by developing countries, and sometimes guite



successfully. Un the other hand, the market for buying
the know~how is a restricied one, in the sense that it
is not generally possible to buy knou-how, whereas somee
times the strings attachéd to licensing anreemgnts are
such ag to make them unacceptable. OSametimes know=how
may be obtained through technical assistance programmes
of multinational or bilateral donors, but here, too, the

posasiblities areolearly restricted.

Anaother way far LOEs to abtain technolaogy, and
this is the most relevant to our discussion here, is,
to import technology by means of private foreign
investment (PFI). This is what is normally called the
transfer of technology due to PFI. Although PFI gertainly
has introduced a large number of jroductlon procesces to
the LDCs, thet could not have taken rlocc without PFI,
the impression here is that the word 'transfer' suggests
maore than might be appropriate. The new tec™nology
transfered in the sence that, through the PFI, it becomes
avallable in a different country. This doea not mean,
however, that technology is transfered in the sense that
it becomes part and parcel of the econamy where the
investrart is made. Quite to the contrary, the new
technology may well remain an element alien to the
domestic ecanamy, if it is kept uynder the complete contral

of the forelgn firm and its expatriate staff. Of course,



there 1s the tendency to employ more and more local
employveess or even indigenization of some staff functions
and to the extent this occurs, citizens of the host country
may make themseslves familiar with new technologies, or at
least, part. of it, Cven then, it would, however, secem at
least premature to speak about a transfer of technology

as the benefits of the technology may remain internal to

the foreign firm.

Also, the controversy over foreign Investment has
generated more heat of recent. The activities of multi-
nationals (which incidentally perform to a greater extent
in the ficld of private forecign investment) has heen under
debate in both the United flations and in the Farliament of
many Third World Countries these dayse Hence, there are
two major schools nf thought rogarding the issue of FFI in
developing countries, And they noth ocxist at the two

oposite extremes af a continum.

Many beliwue that the key to underdevelopmen  is
PFI. It bridges the balance of payments gap, the resources
gap, the savings and the technological gap, and in the long
run, the per capits 1ncnma-gap. but others have urged that
PFI has been one of the major factors contributing to the
development crises; that PFI is merely the twentieth
cen‘u~y refinement or the cconumic outcome of the gunboat

diplomacy of the imperislist powers of the last century.



Cn this vicw, FFI nives an cven greater foreign ownership

of the napital stock, dominating the development of market
structurce, determining the allocation of resources a=nd

and digtribution of incomz, morc ewpecially the shares

nalng to the developed countriecse 0By producing an even
greater dependence of the underdevoloped economics uypan
thosc of the developed countrics, FFI 1eg thought to stand in
in the way of national policy cfforts at plermned growth,

and ta Frustrate the logal interprenural talent and the

raising of gnployment.

1.2 Jhe Objective of The Study

The aim here 1s to:

(1) Analyse critically, the role and effacts of
Privatc Foreign Investment and its agents,
the multinetionml carporations in the arce
of transfer of technology, and thercfore,
the economic develoyr.cnt of Nigeriaes

(11) Anelyse the form and noture of private
forcign investment by some sectors of che
econamy which arc considered critical to
the country's develapmente

(i11) vcritically evaluate the rclevance or the
appropriatencss of the technologies so far
trenscfered through privaete foreign investment,

To t..isc end, perspeciivies of the proponents



and thowe who hold the vicw that private
forelion invecstment leads to strategic

dependence, are conpldereds

(iv) examinc on the baeis of the perspectives
of the two school of thoughtas, two sectors -
manufacturing and o0il, which are considered
here ta be criticel for the country's
industrialization and gttempt to analyse
the extent to which transfer of technology
has heen successful through the usg of

private fureign investment.

103 Feriod Covgred
The study attempis to govey the perloc since

independencee Althounh the starting point is considered
to be since 1960, historical perspectives are given where
necessarye f(he history of forcign particlpation are
delved into to give & picture of how far back it dominated
that particular segtor ond to nute the extent of changes
that oecured since independences Thus, references are
nade even %o thetime when tinllevér ct-~rted manufecturing
in Nigeria, when the Oitumen Corporation started proge
pecting for 0il, when GhellepdP first exported oil from

Nigeria.



1eb _NBthﬂdﬂlUEl!
Data collection in this study is predominantly

szcondarye In this regard, a numhber aof publications,
texts and pooition papers of scholars who have written
on this area hac been consulted. Ex.ensive use of
Centrel Dank Publicationg, irade journals, and national
daily papers are used to collect data. Inspite of the
abeegnce of primary data due to timc constreint, an optie
mistic stance is maintained that the exercise would add
sameg value €0 growdneg public interest in forelgn

capital particiaption in fiigeria.

Data are drawn through extraction from tables
where available, tabulated and percentages calculated
where appropriatee.

References are made for secturs which are
consldeted impartant for tho country's economic
development, Thus studlcs of sectors like manufecturing,
services, and 0il asre conducted. Manufacturing, beceuge
of its importance to industrial development, services,
particularly banks and the life blopd of econamic acte
ivity and o0il GLecause of its strategic important to the
econamye The bulk of the data are drawn from these
sectors with regards to the anctual operaiion of multi-

national operati:nas in this countrye.



Even though the relevance or not of a particular
technology transfered is hard to quontify, information on
manpower development, nct capital flows, type of products

are refered to, to butress some arguments.

145 Jugtification, Scope and Limitation

There is an urgont need for Nigeria to make
progress in her per capital income, overall income
distribution, health, education and other indigators of
economic and social welfare. These are the indicators
that determinc o country's level of development, Although
pragressec havg bgen miga along all theae ;nd;;ata;a',tbn
changes, yet, are not substantial. For there to be sube
stantial changes, Nigeris has to acguire a more sophistie-
cated technolaqy to produce the right goods in greater
numbers,

One of the mogt important egources of technology
acquisition is through the use of private forcign ine
vestmentd Although private forecign investment brought
about changes in terms of nepwer production processes, the
gquestion whether they arc’ the right changes that help
this country get out of its present soclial and economic
quagmire is posed. There arc‘gg schools of thought as
far as private foreign investment and transfer of teche
nology are concerned, and they are at two extreme ende

of a continum., Unc school of thought maintained that by
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introducing ncw products and processes, this tyre cf
investment hring about increased cconomic capability and
adds to our labour and capital productivity. The ather
school argues that such investment contribute to net
capital outflow, displace indigeneous production facie-
lities and encourage harmful consumption patterns, This
study is aimed to contribute, not by holding brief to
either school, but by taking an objective view to look
at the extent to which transfer of technology has taken
place through the use of private foreign investment and
how that contributed to better our lot in terms of social
and cconomic progresse

The greatest constraint concerning this waork is
the time factor. This fact manifests itself by the absence
of primary data. It alsoc affected the number of sectors
congidered. Had there becn time and resocurccs, a more
comprehcnsive and deteilced exposition would have been made.

The scope has becn limited primarilly to role of
private foreign investment in the transfer of technolugy
gince independence with some touch on historic:l perse
pectives that goc+ beyond 1960, whera relevant, the
sectars considered here include manufacturing, construction,
banking, shipping and oil. Particular attention has been

given to the manufact¥ring and the oil sectors.
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146 Definitio

The Hultinchion.l Corporations: (MNCa)

- B e . e

The MIC hao hocome well recoonised as o Kay
feature of the chungine internntionnl husinenc nattorn,
But generally, onreemnent on tho definision of Zhe MG
dags not cxisie aume of thoe dofinitions proposed emphasloe
structurnl cuwnershir by porsuns from many notions, ar the
nationality compoaition of Sup wonnononte Ubher deriniiiors
str:as porform nece charasgtoeristico ouch ns the absolute
amount « ar the relotive shore - of earninn:, salos, aacte,
or employecs derivaed from or coomittoed to forcign operationn,
S5t111 ather definitilonc ore bosed on hehavioornl charocterise

tics o top managam nt such as 'thinkino internationally ',

Another appr ach o proposed o oet of definitions
that gugnest evolutionary roces: of internnlizotion. Ia
thio stheme , o firm is rluasifled as internctional if it
engages in foreign bucincoe bGué hogs made no direct foreinn
investments, A Fultinational corporation would be one which
sllocates compuny resources withous regard to notional
frontiers hut is nationslly based in terms of awncrohip and
sop managemate A Ltransno ional Firm woull bo a nulbie
national managed and owned by personc of different nation-
alitless A supranantionasl firm would be transnotional Firm
What iz legally denationoliserd by Loecoming incorporoted
through an internstional agency, which or if, this

posibiliticos existe.
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Tha definitionnl deboate 1o simply 2 matter of
gemantica. It is impartant in that senae that 1ag reflecta
the heteronenuity o the ¥iceld and the reality that tihiere
nre o nunber of different kinds of so colled muléinntional
compuniea, It also one that researchers in the field need
gperational definitions thot will permit thew to identify
with firme are to be included in their studico end wiich
are nat, Consenuently, the wserc of research studiecs and
stntiotliecs on multinntionnl ent~rprisec musi be nlert to
the definition used.

Udith the growing internationnl involvement of
busineess firms more and mare compenige - American, Europenn,
Jnpancse, and athera - are findino that a large share of
their aseets are deployed around She world, Lhat many of
thelr employece ara forcign ecitizens, that a large amountg
of their earnings is in fareion currencice and that thoy
are operating to an impeortant 2xten’ outeside th- leqgal
Jurisdiction of the country in whieh the paorent cempany
is oncorporated. In these circumatances, the companics
have become multinetional corvporations, and the nature of
their operntions hns bheen significantly transformede Thay
camg to b. mannged as worl: chnterprices, with international
consideretions dominetinr their decisions,

Not nll internationol husinecss is conducted by
lNCse Export and Import nctiviteis, for exomple, do not

require that a compony estalilish and operate overoeas
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branches, affiliate., or ather units of the home corpo=
ration. Tho licensinn of potents and technolongy in
foreign countrics cen be accomplishied without o predoe
minantly domestic company b :coming o wmultinaticnal. The
dividing lineg to mark tho stenge at which » compony becomas
multingtional, however, is difficult to determine., HWHany
domestic companies go Lhrounh gradual cveolution towards
making direct invesiments, firse cotnblishing marketing,
procurement offices, or wharchouses in foreion countrico
Even if big firm: owes the imacipnocry and mprecice boundry
between domestic and multinationel, itn denrec of multi-‘
natianal commitments and the internotionalizotion may

range aver a wide opectrum.

1642 Technalony

It ig difficult to define what a technulony io,
and correspondingly, it io difficul: %o mepsure. Tech-
nalogy ie ihe stoeck of kKnowledge af induotrial artse In
the brond sense, 1t includec = ecraftsmon know-how, as woll
a8 industrial applications f scientific theoriocs and lows.
In €this sense, internotional direct investment Flows maoy
bz ite agent.* Oouly ond Jonakiraman (19385) made the
following abaervations concerning technolgy:®

1o techiolooy iu not restricted to wmachines

and tools even though they are its most
vigiihle manifestations (the situation is

akin to strikes po the most overt form aof



1k

industrinal ocnflict)

2a technolooy ic required, no® only in Sho
aptual production proecess, but also for
the procurinec of She imput of materiols,
capitol, l1-hour, and the disposing of the
output to smom: athor ornonloation cetec,

. 48 Arigino from tho above, ii ic possible to

distinguish between;

te operctionu technolagy (the uniformity
af the materinl. vaed)

he knowledge tecimology (ihoe proportion
of exceptinnal cases)

Hence, Donly and Janikiraman contended, technology
invelve:s rotional, well o ponised oncorporacion of scientie
fic knowlesine in all processes of production asystem right
fram the ree.itp of raw materinle o the shipment of
finished productas. Technalany is thus, n comnodity which
can bo asquired for o price, sold, modificd, ronted or
abasorbed, but umlike the transfer of other cowsoditics,
the transfer of technulogy doce not deplete the cuppliers
available technology.™*

A widely recogoined carolary of fareign investment
to developing countrics io the flow of technology, nee
praoduction techniqgues, snd processrs, ags well as managerial

anid arganizational know-how. Toehnolony in this brond sense
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denotes the sum of knowlidyReee scientific, empherical,
artistice... or, in generel, experien e and skills nece=
ssary for manufacturing a product or roducts and for
establishing an enterprise for this purpose.®* Tech-
nology flows through the embediment of inowledge in
capital equipient, and intermediaste goods, techniques
or processes, skilled manpower, and through the flow of
propricty and non proprictary information, Virtually,
all technology flows farm the highly industrialised
countries to the developing countries are proprietory,
in that when technology is made 'available' it is cus=-
tomarily paid for by the receipienty Technology has heen
and continucs to be a vitnl imput in the economic deve-
lopment process., Unfort nately, in addition to rapid
socio-economic changes, it cunstantly generates 1its
political abuse has rendered more and more susceptible
and suboptimal use as well as nisusc.

The importance of fechnolony as an intergral
of foreign investment and its cepability of contributing
to long-range economic transformation and growth in the
real income of each person have vet to be thoroghly
examined and understood in tho formationm of political
ob jectivee for the technological develgpment in Nigeria,
Furthermore, the guccesces ar failures encountered in the
flow of technology as a constituent part of foreign

investment have yet to be fully documented.



TeBe3 Pxivote Forcizn Investment

Investment ialany activity far which the reguired
putlays and benefits are not expoected to g cangurrant.
It 15 the spguisition of »ight to property for the con-
servation of gapital or to earn gome income, Thus, private
foreisn invesiment is tho invedment wade by individusls who
gri not citizens of the host country., There are two Lypas
of foreign privete investment, 3 | o

There is the dircct inveasment which glveé the
investor tho right 7or ruﬁning the affairs and thu
exgoution of projecte Thare is algo thelpurtfulic in-
vestment where the investardlu) anly buy(s) s-Sares but leave
the runninn of tne project to the monacements Here, the
méin‘canccxn of the invester is to conserve capital and
earn samae lnoome in the farm af forelgn investment.,
@hereas, an investor ilg exuected €0 participnivc in the !
;unning of the eampony in direct invesument, he s not |
expacted to, nor is ho ealled upon to de so in thz socond
situationd -, o . e .

17 Urganization of Study o SO

Chapter two takog a lack at priuéte fareion ine
vestment in manufacturing, and construccon scofors. 1t
takes a look at the amount that flowed inte the two sectors
and sources of suych investment, It alsu gives the tvpe of

industrial activities undertaken by such investment. Chaptar
: i

ol Y .. B .o T o
1 : L



Three expuses the dominance af multinational perti-
clpation in thc shipping and banking sectors while
chapter Four surveys the amount of foreign panticipation
in our bil sector. Chapter Five deals with the assegge
ment of the types of technologies transfered to the manue
fecturing and pil sectors and chaper B8ix concludes the

work and gives recommendations.
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CHAPTER Tud
201 Privete Foreign Investment In Maonufacturing,
Building, and Construction.

Manufacturing

Manufacturing in the modern sense of the word,
was largely absent in Nigeria until the post-war periode
In 1950, velue-added in madern monufacturing, that is
egtablishments employing more than taen peaple, was only
15,4 million, As a percentage of Lross Domestic Product
(GDF), the share of manufacturing and utilities was only
about T.4 per cent in the s-me yeare Gince thon, the
manufacturing sector has expanded considerably. 8y 1960,
value added in manufacturing was 3109.6 million and 3.22
per cant of the E‘DP.‘1 In 1975, the figure were
#5791 million and 9.49 per cent respectivly. For 1977,
the correspinding figures were #584,.,8 million and 7.8
per cent.* The manufacturing scctor recorded the highest
cumulative foreign private invesiment from 1978 to 1931,
There was a continuous increase in c.mulative investment in
this sector from J1.263 pillion in 1978; #1.403 billion
in 1979, $14504 billion in 19280, to #1.706 billion in 1931,
The sectar also accounted for 44.5 per cent, 41.5 per cent
and 45,5 per cent of total investment in 1970, 1980,

and 1981 respectivelye.



2alet The Urigin of Manufagturing In Nigeria

After 19453, the colonial -overnment launched the

Ten=Year programme of developmont and welfare for Nigeria,
which not only initiated infrastructural development, but
elso brought the Nigerian economy to the attention of
foreign investors, As an indication, the number of
companies rcgistered in Nigeria roce from an averane of
16 per cent between 1912 an! 1946, to 93 campanies ner
vear btuween 1946 and 195&.3 One effect of these develope
ment was the rapid growth of imports ond the general
increas: in demand in the Nigerian marsket.

Until the early 1950's, tho Nigerian cconomy was
dominated by commercial multinationals like W.A.C., John
Hole, A.G. Leventis, and Pmterson Zochonis. With the
attractiveness of the Nigerian markct, these marchants
houses were challenged by other imparters/distributors,
by overseas manufacturers cager to sccure o foothold in
Nigeria, and, to much samller extent, by Nigerien traders,
As a recsult of thee competitive prossures, the leading
foreign merchants found it necessary to deploy part of
thelr capital in the cotablishment af somi-autonameus
manufacturing flrms.u

At the same time, a combination of tax, infra-
structural and credit incentives as well as tariff pro-
tection was being adopted to aid industrainl development

generally,.



The aid to Fioneer Industries Ordinance of
1952, Industrial Davelopment (Import Duties flelief)
Urdinance of 1957, and the Industrial Development
(Income Tax) Act of 1953, are notable oxamples of these
promotional measurese. Insutrial cstates werc also esta-
blished a: a mocans of forsterin investments, and the
averege tariff rete was faiaad from 23 per cent in 1957,
to 37 per cent in 1962, and to 59 per cent in 1967.°

By 1969, the result of com etitive pressures
and government policy had led to import-substitution
industrialization behind high protective tariffse. Taking
advantage of their knowlege of the economy, the trading
multinatioials took the liad in Nigerian manufactiuring.
From the start, therefore, the role of multinational
corporations (MNCs) in manufactuxing has been very

impartant,

2e1e2 The Current Structure of Manufecturing

Uutput in the contemporary menufacturing sector
of Nigeriac is dominated by a few industries nzmely, food,
bzverages, textiles, tobacco and miccallancous products of
petroleun and coal. Over 90 per cent of total output in
manufactusing consists of consumer gunda.G Table (2.1)
shows the contribution of major industrial groups to
manufacturing valeu-added. A sionificant feature of the

industrial atrﬁcture reveal~d in the table is that it is



dominated by low techn . locy ocilvitic o, High Sechnology
notivi:iou like production of baeic iron ani steel, ine-
tdugtr: il choidierd., zlectrienl opplisneces, nachinery and
tranaport equipment o2 egoceniinlly absent. The
pnieture is precented wora slearly in Table (2.2). Monv
af the monufacturing nectivities are me:lv loeal assombly
of completely knceked down parts (CHD) imported from
abroed. Thio 1o thz ces: with thue leenl vehlcle
assenbly plants (Likoe poogeous and Volkswoanon), refrigdo-
erntoru, nir candlil . nery, 2eteCe

Anothes corr cta latico of nultinaltonala in
Nigarin ic the hinh degrez of impord deocndenees  In Ghe
first : lace, “he ratio of imartc to Geial induairial
sup' 1y is very binh; bing per gt and 246 ner cent for
industrin) nnd eericuliural mochinery rospectively; houpe-
hald appliancea, U4 per cens, ship=-huilding, 02 per cent,
baaic industrial chomicols, fertilizoeora and pesticldes,
39 paer send, wearino cppoarel, 079 por cent Cven, more
important, howover, is the Poot thot the nroportion of
imported raw untorials in tot- L manufacturing motericls
i aloo high. Even for food on' baveranes, the ratio
of imported row moierials ronces from 63 per cent for
guoar on! choeolate ci:nfectionery ty Y2 per cent faor

bokery hrnduuta-7
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TABLE 2:1
Contributive of Major Industrial Groups To Manufacturing Valeu

Added in

I o I C CODE

—_—

1970 (%)

- ——

e ——r—
% CONTRIDUTION -

-

311/312
343
31
321
322
323

1 324

334
332

E 349

342

351

352

354

355

356

364

362

369

374

372

334

381

383

304

305

390

e

e

11.73
15.30
B.67
1479
0.51
0.51
1.02
1.53
0.51
153
2.04
0.51
051
B.16
153
1.02
151
Da51
2.04
0.51
5.12
0.21
0451
T o591
Je51
5

SOURCE: Forth National Development Plan. Vel,1 pge. 172 - 173



TAOLE 2,2

Type of Investment In The Monufacturing Suctor 1965 « 75

(3=sed on Total Capital Invested)

—

| yeapl Agro-Industfial; Low Technology] Hight Technolagy| Miscel
Activities Manufaciuring Manufacturing laneous

. | % e % %
1965 171 675 145 13.9 ¢
1966 16,0 69,2 bon 69
1967 2043 65k 6ol 7.9
1968 12:2 7440 3¢3 b7
1969 1549 70.8 4.0 1.3 |
1970 16.9 | 75.8 3e1 o2
1971 1145 7746 10,0 D0
1972 11«2 75.8 12.2 0.8
1973 L 1345 732 12.6 047
1974 12.1 - 7441 13.2 D46
1975 1247 731 135 0,7
SOURCE: Fauxth National Dqulnnmant Plan pge 174 < 175

manufacturing sector,
high rate of return an investment.

result of o

But porhaps thﬁ most important characteristics of the

in terms af the role of the MNCs,

gurvey o thirty-five rendomly

Table 2.3 presents the

gelected

moanufacturing establishmenty in Nigeria conjoy high pro-

fitablity.

would appenr to be the monopoly which most manufacturing

enterprises enjoy,

and the degree of protection given them.

is the

The majaor factora accounting for this profitability
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TAULE 2.3

Average Rate of Returns In Nigerian Manufacturing (%)

- — i .- - _‘_----m-{

1975 | 1976 {1977 | 1978

Frofit bofore tax/copitel

employed U347 | 317 466 | 19,7
rofic after tax/capital

mployed 24,3 | 18,4 14,4 { 10,3
rofit before tox/turnover Je5 | 12,0 9.9 | 4,0
‘zoflt after tax/turnover 30 31 7:3 ] Kl § S,01
ividend/capi‘al cmployed 127 | 73 lhab 7.3

ivilend/issued share capitnl

i

SUURCE:  Fourth Netional De 2 pment Flan nne 406

2elae3 The seope of Multinutional Investment In Monufscturing

The cumulntive foreion privase investment in the
manufacturing sector 1 shown in Table (2.4). Gy 1975,
foreign nrivate invest. ent, which is undertaken mainly
by the MNCs was over 1500 wmillion. The table augoests
an oversll upword trend in foreion Lnvestment Anflaws.

Ae a percentage of sotnl forc*an ernital, investment in
the manufacturing scctor has shown only minor variations
over the ten-year period o7 1965 - 1975. A furthaor
breakdown of furuign cepical invlows by source of funds
reveals that for the whole economy, unremited profits have
be2en the main sources of Poreign iovogtment Ffundse A

contribution of share ea;ital nnd laoan capital to now



-

investment has Deen minor. Thesc foets imply that mueh

of the muléin-tionnl invostment in manufacturcing han arisen
from capiiol formation Wihin Niceric. This impilies that

the extent of importo of eawpdtnl of the manufacturing sector
as chown by tha scope of mulitinotional monufoecturing is
exageraiede Unfortunately, the limitetion of dota do not
pernit an alalyesis of investwent in manufacturing by
functioncl sources of funls.

Table (2.5) showo %ho neographieanl source  of
multin-tional inv:stments in Nigerine. Again, the infor-
mation can only suwgoestive of the manufacturinn sector.
It ic elear, howevor, thot cr (oin and tho Ulu.A dominnte
Pareicn private investment in Nigorine The growing
integrution of tho country inio +he world cconomic system
is reflected by tho declin: i agharc of Uritain, which
fell from 56,0 p=r cent in 1965 to 43.3 por cont in 1975.
Correspondincly, whilc th shoce of the rest of dewtorn
curope hno fallen from 2266, per cent in 1965 to 11.4 per
cent in 1975, the zharee of tho US increassced from 13.4
ner cant in 19265 to 30.6 per cent in 1975,

The information nveiloeble on Fixed Ascets cone-
firms th: relntive position of ranufacturing with the
Nigerian cconomy. Table (2.5) shows the Uonk Volue of
direct foreign invoatment in wmenufacturing. More
important, howecver, it confirm the significance of

multinational invegtrmonié in Higerian manufacturing.



TADLE 2.4
Cumulative Forc! n Frivetoe Investment In The Manufacturing
Sector 1965 - 77 (4 Millions)
vear | Peld Up Capitol | Gther . Tatal . As % Totel
Includuing Re= |y 5onintties | (1) + (2) s et
yes e e ol
1) (2) g (3) | (4)
PRI A S S—
1965 76.4 ; 59,3 . 135.7 18.5
1966 | 90,7 | 49,4 ; 0.1 17.5
1967 105.3 i 6746 ! 172.9 22.2
1968 9,9 ' 7449 { 162,.8 21 .0
1969 119.3 . 7647 ! 196.0 4 22,2
1970 132.8 92,1 1 224,9 | 2ol
1971 2771 | 111.6 ; 379.9 ﬁ A -
1972 241,9 11447 | 35646 227
1973 275.6 133.5 : 409.1 | 23,2
1974 142.9 | b .2 l 287.1 28,7
1975 359.4 146,08 | 516 ¢ 2 22,
1976 437.9 | 112.0 i 550,7 23.6
177 599.8 f 6.0 | 703.3 27.8
1978 934 .5 } 320,9 1,263 .4 bl o1
1979 ’ 1,026.9 I 375.6 : 1,402.5 L .5
1930 1,085.4 41345 1,503.9 41,5
1901 | 1,700 | 550.3 | 1,705.7 454

-—--—L-—.-—- e e b SRR ——

SOURCE: ©C.B.N., Economic & Financinl Review, various years



While the totol multinationel investment in manufecturing
was 4163.7 mil ' ion and 26.4% of total fixed investment

for 1965, the amount was H14.1 million or 32.9 per cent
of total investment in 1975 - it rose by 200 per cent bet-

ween 1971 and 1975,

2,744 The Allocation of Multinntional Investment In Nigeria

Table (2.7) shows a breakdown of multinational
investment by type of manufacturing aciéivity. The im-
portant rola> of the MNCs in individual ac.ivity is evident.
1t is nlso cleor, however, that direct investment by MNCs
has been concontrated in food., boverages, tobacco and
textilcie In 1975, the book rsaluc of fareion investment
in these three activitieo was 19,6 million, .i120.8 willion,
H21+1 million and #80.7 wmillion respectively. The gituation
is coneigitent with th. higtorieal origin of the MNCs in
Nigeria os described earlier.

One significant aapeei of tho tahle is the very
low share of heavy monufacturin activitics. For examplo,
the shares of the machinery, electrical machimery and
transport equipment (last Fiv- years (rows) of the table),
ore uniformly very low throughout (except for tronsport
equiprent in the last two yeors) This shows the virtual
ahsence of capital noonds menufacturing involving heavy
industriecs and 'iigh technalogy in tho countrye Such
heavy memufacturing induvtries also demand large capital

investment involving high risk.
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TABLE 2:6
dool VALUE OF DIRECT FOREIGN INVESTEMNT INMN MANUFACTURING
1965~81 (M Millions)

Year ! Amount As % of Total Fixed Assets
.“#—+ -
1965 163.7 264
1966 1774 264
1967 17042 25.0
19648 174 .3 245
1969 228.08 27.0
1970 281.5 39.5
1971 201.08 25,08
1972 344,.9 25.0
1973 33041 2542
1974 55947 33.2
1975 614e1 32.9
1976 6073 32.7
1977 73040 33.2
1978 1,02240 40.0
1979 939.2 36.2
1980 040.9 3147
1981 772.3 304

SOURCE: C.B.N,, Cconomic end Financial Review, various years



2.2 Fonstruction

Congtructiion counstitute an of the high tech-
nolagy areas, in addition to manufacturing, petroloum,
and mininn. On auecount of hischly skilled technicnl man-
power, sophisticated machimery ond equipment, and large
capital requirements, theue cseciors gen:rate high tech-
nology rent. As o hiogh technnlogy area, that demands
large invastments in rescarch and development (R+D), this
sector has been dominated by multinationel..

The history of foreign investment participation
in construction in Nigeris dates back to the colonial era
when mojor civil enginecorine works were dominated by the
Britishe Thuws, Jilliam Ghelfor! of bossrs uhelford, a
dritish consul®ting firm, wos owarded 2 contract for sur-
veying the routes of WNigeria's first roilway durino
1895/95. Gubserquently, the uritish compnanics, Costain
and Taylor dnodrow, ond latcr the Italian contructicn
firm, Cappa & D'Alberto, %o zthor with Isreal's wolel-
Jonch, daminated the construction sector tduring colo-
nialism, It was much later, during the 19708 and
particularly duvinn the oil boom of 1973/77, that the
multinational construction firms invoded the country.

Table (2.8) shows that buildinog and construction
haboured = maximum of 5.3% &in 1965, and 1976 and a mini-

mum of 1.2% in 1971 during the thirteen vear period.
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TABLE 2:7
Fixed Assets At Oook Value in Manufacturing Sector By Industry
Type (i millions)

Type of |
potivity 1965 ’ 1966 1967 1968 1969 I 1970
Food 23.756 | 21.310| 23.542' 24.812| 32.568. 39.054
Deverages 13.388 | 16.034 ] 18.716] 19.112| 25.098]| 32.072
Tohacco 10.198 | 12.190 8.718§ 11.750| 15.423] 14.980
Textiles 18.182 | 16,240} 21,204 32.304 | 42.463] BL.572
Footwear & _parell 1.584 1,726 1.534 2.388 2,850 4874
Wood & Cork 0.230| 0.248| D.,218) D .250] 0.336| 0.338
Furniture &
Fixturas 1.508 ] 1.582 1.276 1.364 1.790 3,604
Faper & paper
nrgductap d 6.2001 3.992| 5.618{ 3.636| 4.770} 17.708
Printi 8 b-
lféﬂin;g e 2.206| 1.736| 1.634{ 3.818]| 5.009] 2.178
Leather 2 lea=

" . 0.098| 0.104| 0.270| 0.252) 72.331] 0.950
ther products
Rubber products 9.806 | 10 /60| 17.666 0,088 10.615 8,902
Ehumj.calﬁ 90372 10-3‘]4 11,&80 12-578 15.509 18.902
Productse of
Naon-metalic .
WY SEdais 32,200 32.228) 23.800) 22.208) 29.198] 38.436
Iron & S5teel L.2508 24406 14200 3,104 L.671 2528
Metal Products 8.834| 9,610 6.826 5.838| 7.662 B.B14
Machinery 0.096! 0p.312| 0.276] 0.156! 0.208| 0.302
Electrical
Machinary 0.4D0| p.518] 0.816| 0.888 1111 1.088
Transport =
Equipment 0.886} 1,054 6al24 5.038 6.612 6,098
Miscellancuous 1.026( 0.672! 0.312| 0.250( 0.605 9,228
Total 1634712 11714394 1 170,154 11744330 |220,848[ 201,512
SOURCE: Economic & Financial Review, Verious years



%
TABLE 2.7 (ctd)

Typo of 1971 1972 1973 1974 1975 1976
fctivity

Food 33.706 35,630 43,33 64.528 39.563 39,790
Juveroges 10522 28,610 37.648 54,539 123.836 123,772
Tobzoeo 9.538  4.600 15,764 63.386 21.056 20,152
Faxtiles LG.7h2 72,764 70.532 130,900 30.699 81,872
Fortwonr & 790

tood & Cark 0.240  ,234  0.311 5,104 1.823 1,753
Furniture 5 r

8 Fixturos 3.876 .06 0753 15.063  8.660 8,836
i'np:r & ~ an o .6 7206

Dt poveiandin 13.538 16,7198 <20.571 G013 b ) 6,742
Printing & .19 2.060  3.094 8
rublishing 0.0tk 5,318 1.913  2.08 St
Laather & 2.070 5.610 165,990 154,853
Lenrther products 0.664 1590 ! '
Hubber prf_]ductu .0600 5.796 35.811 52.101 43,392 Q,579
Chemicnle 6.868 9,996 35.811 52.101 43,322 43,620
Feandatae OF Ko 7.902  7.4p6 5.006  7.451 10.607 10,552
Nan-mettolic . . L 3
finersl products  22+41% 66.998 37.492 55,009 42,169 42,62
Iron & Ltcel 44,530 5.082 4,486 5.272 G.031 6,269
{letal products 1.380 3.688 7.720 D.721 7.672 8,013
l.~ghinery 0.502 0.376 4.659 7.524 2.023 2,016
cleectricnl :

M-']Chinurv 1-“2“ 1.{}60 G.E}h 0.073 00017 633
fransnort i :

EautnRont 1.100 10,7046  0.685 1°.118 23,279 23,615
Migcellaneous 3,602 192,066 13,462 24,669 16.640 17,961
TOTAL 201,036 346,940 330,099 559.697 614.062 607,255




TABLL 2.7 (ctd)
Yype of 1977 1973 1979 1980 : 1981
Activity
Fond 170,163 75,506 69,570 67,613
duvernges 130,760 136,635 56,101 51,808 45,268
Tubaccu 38,198 84,285 71,247 44,330 35,898
Textilos 99,362 181,021 236,456 196,275 159,659
Footwear 8 . e
Piidnaiet’ 8,282 15,393 11,665 10,107 8,977
sood & Cork 2,320 19,782 8,749 7,478 6,147
Furniture & .
E3sturas 9,962 29,005 30,395 26,234 21,522
iaper &
Paper products 9,361 33,580 15,957 13,517 11,679
HFrinti a
Publishing 4,073 14,735 24,258 21,282 18,110
Leather &
Lengher products 1770402 4,534 7,553 7,110 6,949
{ubber products 9,968 25,236 45,555 38,443 32,330
Chomicols 50,629 72,552 05,732 78,052 71,351
Products of
sgtror 8 Doal 15,433 3,796 2,761 2,179 1,788
Non=metnlic .
bineral products 5121 70,180 72,384 63,172 54,281
Iron & Steel 10,294 15,913 20,619 19,474 17,711
Fetal products 10,483 24,048 36,807 51,875 40,767
Mochincry 4,185 1,810 0,523 7,877 4,030
lcetrical
Mochinooy 1,711 27,600 27,5083 24,281 20,396
Trongport
Eruinment 24,081 1,473 23,558 40,062 61,707
Miscellancous 22,357 ©1,059 176,821 68,738 61, 306
TOTAL 730,036 1,021975 939231 840872 772289




These sharcee hove been ilalne since 1971, and hod a
structurnl hift witsh dncrensed multinasionnl invaositment
ginge the oil hoom in 1973/74. The foom in englneering
works involved in the military's massive programme of
lucrative contracts for roads, oxprossways, flyoverg,
bridges, hubaurs, poric, ce.tec during 1973/79 chould havo
ralses thegse sharce ag they sky-r.ecketed the total multi-
national inviestment in these scctors,. .

The flgure in the table hide soma Factﬁp Unn iu )
the proportion of totalinvostment in the sector rupraaentud-
oy thege sharez of tntal Forzion investment. The figure
offer nuo cluc to the divioclion becween indegencous Nigerian
ang forelgn capitnl sharco represented by these percentages.
Thue, the minimom ghoare of the scetor in Foreign loveote
ment.of 1.2 per cont in 1971 way eccount far wven 60 per
cent of %ho total Investment in the soctar.

hile thoe averaqe proportion of foredgn monapoly
capital invested in caonstruction during 1362 - 1966 was
3,9%, the multinationalo contrulled 29 out of 32, 38 aut
of 41 ghd 3% ovut of 42 gontracis over .1200,000 .n1Y62,

1264, nnd 1966 respectively, unfortunately, that in-
furmation is not yet avalloble for suboczpiuckt years.

Anuther is the exbznt of control of multinationasls
over this nnd other scctor: transeed the relotive size of

Porcign capital. It includes th. supply of capltel] goods,



TARLE 2.8

Relative Share Uf Construction In Totz) Forelgn Capital In
E Nigeria 1962 - 81

Yzar Percentage Share Year Fercentage Uhare
o e T iy
1062 3.4 1970 ' Tels
1963 4,2 1971 - -
1964 3.8 1972 5 _ 2.2
1965 543 1073 L 2.8
1966 2.2 1974 . 3.5
1967 2.5 1975 . 4.9
1968 2.4 1876 : . 5e2
18969 2.5 ' 18727 b3
g — - il PR i .

SOYRLCE: Central Bank of Nigoerige. Econamic & Finamcisl Rerord

like mechinery and eqguipmunt, as well ags technical
norsonnel,

There are three aspects to be observed af
multinatianal participotion in tho construction sector to
be observed. First, it is concentrated in the relatively
high technology cngineering arcas of canstruction of dams,
harboure,, ports, hnuaing,'uxpressmays, flyoiweras, suzanning
bridges, over rivers, ail rcefincry, etc, Theso arc oreas
where the demands of henvy industry impose a8 serious
challenge to Nigerian technical know-how snd creativity,

Leeond is that the multinational invasion of the
canstruction asoctor hus been largely a post-1970 phenomee

non.



This was intensified during the military
regimes of Gowon and Ubasenjo. For example, whilce the
nuwher of foreign eonatruction companics in Nigeria
harely excecded G in 1978, they were about 65 in 1979 at
the end of 14 years of military rule as shown below;

Nigerin: Moajor Foreign Construction Companies, 1979

Foreign Construection Company Country of Origin

— ——— e~ —————— - —
1 Ae Micheletti Limited Fealy

2 dorini PFrono & Co Ltd Ltaly

3 grnilli Construotion Lo Ltd Italy

4 U ever Construction La Ltd dritish
” Cappa & D'Alberto Ltd Italy

6 Castain (W.A) Ltd dritish
7 uubolis Nigeria Ltd

8 D'Alherto Giompaeli Ltd Italy

9 De~SGimone (Nig) Ltd

10 Jimson Construction Co Ltd

11 Dolano & Co (Nin) Ltd Italy
12, Qumez (Nig) Ltd France

13 Dya Troca Valsesia & Lo Ltd

14 Edilit Ltd

15  Edok-Etor Mandilas Ltd

16 €. Me Michaelettl & Sons Ltd Ytaly
17 E. Piass & Co. Ltd
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Table of dompanics (Dtd) t

18. Czicani (Nig) Ltd _

19 Forailametz Construction Co Lid

20 Fongerolle (Nin) Ltd . France

21 G. Cappa Ltd : . Itoly

22 corge Wimpey (Nig) Ltd British

23 Guffanti (Nig) Ltd . Italy

24 Horotio & Co Ltd AR

25 Howard Canstruction Ltd

26 Hokosan <ng. Camrony

29 Itolo uilder . . Italy

28 Impesit Bokolori Ltd

29 domes Milpatirck (Nig) Ltd

30 JLCT Construction Ltd _

31 Julius Berger (Nigeria) Lid - . Germany

32 John Kaild Const. (Mig) Lid | |

33 Joart Inited Construct. & Ingr Ltd

34 Kuepper (Nig) Ltd . . o :

35 Lodigiani (Nig) Ltd R - - Iialy

36 Lovel Stcwart [Nig) - ' .

37 L D'Alberto & Co Ltd S Italy

36 Lning Construction Ltd - |

39 Loandar Congtru & Civil Engr, . ’

4 Mothar Cot Overseas (Nig) Lid

41 NHCCO Ltd I -

L2 NECCO Ltd

b3 Novn Coke Bulilders Ltd

" Oversens Construction Lo

45 Pauling (Nig) 1.td

L6 Fedrochi 2 Co Ltd

67 Fernsythre Nigaoria

La Petra-Monk .ng. Ltd.

49 Flisson Fisko (Nig) Ltd -
50 Poletti Orathers & Co Ltd S
51 Ponto & Co Itawnre Lid o

52 P. Coeoarclli & Co Ltd e e
53 Raycon & Ca (Nin) Ltd T
54 Roccon Ltd .
55 Ranssco Inter GCo Ltd : . f.f. T
56 Sainrapt Brice (Nig) Ltd B
57 shincu (Wig) Ltd | __—




Tublo of Comprnive (otd) f}f ' f

L Tk A W il < s,

58 = GUCEA (Nin) Lid

59 SolclUnneh Qvorsans Lid | Igrenl

60 Songh~i Nig Ltd _ “ _

&1 Stirling G1.4° ._no. Ltd : ; Oritain/ltaly
62  Stabiling Visioni Ltd _ |

63 dtrabag=-lau-Ag (ilipg) Lid .3 bl a Gérﬁany

417 Taylor Yoodreow e _ : Oritain
65 &, Tilhury o ' Britain
66 Znerpopraject Yugulaolavia

At s, . ot e il . - - L

SOURCE: Dally Timon Setur 'ty 3, November 1979,

Third, the inerecte in rumnber of compunieg hus
gorrespunde ! with the virtual explosion of the construction
sector since the end of the civil wara.  The leading
members af tho multinationsle companies in construction are
Jullus werger of Western Uermeny, which contructed fthe
Flyovers in Lagos, Limez of Fronce, wiieh bullt thoe Lokojo
aridge, Gierling Astnldi @ hich 1g Daged in Baduna, and
handled many prujects in the noevihert artoc of the couniry
dtrabog of JWe:t Uermany which Luild the Ilorin and Ibadan
“ alrports in nodition tu ether jrojectus, Guffonti of Itoly
which espeeinliases in housing construciioun in MNligerin,
since the colonisl timeos, -wls Zoneh of lgreanl; Coaotain

af dGritain and Tilbury wlao of Jdritsin and GO on,
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Conclusion

The overall picture theot enernes concerning
manufrzcturing 1o onz af multinntionnl domina%tion of the
sector in !ipgeria since the gtart of industrislization
in the (oot war era, participodion of NCs in Nigeria in
the m nufacturing seci 'r is concenicrated on consumer
goods menufacturing nith 20w teciinolany, high iwnut
dependence and low vuluc=nddeds There are virtunlly no
heavy manufacturing of capit:l ooodo in Higerise In such
critical areas, ac the net export of capltel to the host
country (Nigeria), tecimology :ronsfer and generation of
linkages with thz rest of %ho ecconomy, the nmultinationals
in Niperian manufacturing hove contributed little.
Moreover, the cancentrzotion of research and development
( B & D) activities in th: homs countries of Lhe MNCs
helps to ensure the technological monojpoly of the multi-
nationals and impedes thr technologic-l development of
this country.

Two major effecto of muliinotional domination of
the construction sector involvz the massive tranafer
overgeas of the countrv'e nailonnl economic suplus and
the technolonical preo-cwr cian ot the country. There
recults in the wsunl decapitnlization and technologicnl
stagnation of the couniry. Uvercharring of building and

canstructic contracts are sdditional diverse conseruences.



In buil:ding and canstruction, ccand loursly inflated
cantrocts have nnt only impoged hune losces of funds

v0 the country, but operate? <o rectrict the number of
ecnomically vin:l- projects Shat could b uniertaken at
any given timn. This i4 bDrocause overblown contract
charges are major cout items for enginesring projects
guch nag irrication, haboura, airports, e.tec. witich nust
show economic nrofitanility Loefore they are undertaken.
The fact Gthat all muajor contracts are undertakaen by
fwltinntl nals means custained surplus transfer, tech-
nalagical mononoly by multinebionals in thin sector and

wdverce effect on our balaner of paveentc,.
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CHAFTER THHES

PRIVATE FOREION INVESTMENT IN .
SEUWVIGE GECTUR .

3.1 Shipring

Fureinn domination of oceon shipoino to and from
Nigeria storted in precoloninl dnyn, peraite to the day.
aritain hha persistently doemingted not vnly Nigeria's
imnorf-export trode, bhut the oeean ahipping for conuucting
that trode fram the begining of ligeria'e nii industry in
195%, and parsiculerly after j??ﬂ, ahen crude oil exports
hove baen rising sharply to iy noint of aceounting for
40 per ecens of tho country's oxrort ecreningo, Jdritain and
other countrinzs hove Juminetc 1 the oil Senker trade
Between them and ligerin.

In the colonial ers, G Liyitish Elder Oempnoiaor Lines
operated reguluar mall and pegsenger mservices to and from
Oeat fAfrica. In 1224, the A'ricon Shipiing ring was re-
consitltuted to include th: contiinental linus operating
in liest Afriga. Uther colonial nhipping lines ‘ncluded
the American Woot Fricon French Compagnic Fabre &%
Fressinoe®and the Italinn Woavigazinne Liura Traching Line.1

An analyusic of Nigerie's bolongue of rayments shows
cleoarly that since indepeorencs, Nigeris has alusys
had an unfavoura:le jalance on the maritime account, thie
helng implicii in our ralstively amall share of the world

tannages. The toble (3.1) illustrates the exteni our
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Daulonce on nmoritime transport ancount offopkc the
balance an -ur curreni nccount.

From Table 3.1, it coulds! ne ohzerveld that in all
the years cungidered, Nigéria recordz2d o defieit in the
net baloance on eervices otiherwisce kXnown as She invielbles.
Even in thuase yenrs thobt figeri~ recordzd n surplus on the
balmance o7 trade, th: volume of deflicli in Migeria's in-
vigible trade wined out ¢he suxrplun on the balance af
trade, therehy 1Enving.ua with o staggerling definit of
bulange on current nccount.

For all the yeara sonoidered, our bolance op services
are negative with bDalenco an mnoit*se Arangport accounting
fax wore than half in cur ve ~: revicwoede Th halaonce on
mardtime transpertunceounterd For 68.T, 56.4, 53.9, and
5Z.4 per cent for 1973, 1900, 1902, and 1903 reopectively.
It npeounted Tor looaer portion of Yhe Dolznce of scrvices
rezcording only 11.0 per cend in 1920 nnd 33.2 per cent
in 1975, | | -

Durinn tho Fifth netionzl devolopment plaﬁ period,
1t 1s envigaged that about 0 H1llion would be expoended
en freight paymenta. itk only ahout twenty vessels
currently oun our nativnsl ro loter of siilpws, the disegui-
libirum in %the balan:ze of mmritime trunspnrtgtiun anocount
will coniinug unubutted.z |

The forcnoinn clearly reveals that not only is our

maritime trode dependednt on ond controlled principally



by forcign ahippine lineo, ond intoresan, the maritiog

trang ort services, componant of our halance of poyment

s nogative, towereohy rﬁtmrdinﬁ the ratn oFf socin-ccanomie
tranofarmation of our gountry. ddorgt still, the developed
traditinnal maritime countrics who, incidenitally arec our
mgjor tradi snrtners and whao play a dominant role in the
varlrug ship;:ing conferences serving Mlge:-ia's internaotional
seaborine trade, hove aluo mode gocees o bigly~rvreinhiaed
cargn Jifficult, if not impossible For Winerian carrierse.

TADLE 341

EPYect of dnlance On Haritsime Transport Account Un The
dalanece of Gurrent noccaund

(Millieng oF US 3D

S o e e P o —————

veas | Grsvany " | Gatonoe on | iatonce enf yTIIEE S DI

Aoeoount Tronoport Transport®

—— VRPN ISR SRR MDY SO e -
19740 =321} o0 30U ~74:0 ~35,9 116
1078 57 | N IAN, -2,670 TN 33.2
1974 -3,745,% i, 17h o3 -2,3%0.7 |=1,506.3 6.9
1930 ~4, 435,06 11,180, 2 “(,330.6 1~=3,47240 54,0
19851 ~5,730,.7 ~471.7 -4, 0157 ~2,206,.,6 04741

1202 | =7,239,7 | -3,092.7 -3,058.2 }-1,003,02 5349 ‘
1903 | -4,737.0  {=1,690.6 ' -2,706.0 | =1,531.6 694

bt stmsmimm o b iy ¢ i mmt b i ee s e mew e e 6 v e e e

SOURCE: Chief M.K.U. Abinla: African Uccon Line, Towards
A Maritime Transportation HBdflunce. Habional Ceoncord
Thursday 11, 1905,

*Note: dalance g maritime transyoct, % of balance an services.



In 1981, out of the 23.6 million metric tannes
gengrated by oor intornationsl trade, Nigerian eaerriers
were only able to lift chout 1. Sonnco, representing
o wmengre 7.5 per cent of fhe total volume of gargo
‘nvalleble. In 1934, indegenous shipning companles were
only alile to lift ghows S.41 of $ho total tonnage gene-
rated by our internationol trade. Tho Hingeripn Forts
sutinority envisages chat the volume of general merchandise
handled in our rarts will increoase from 10,7 million tonneas
in 1234 fiscal yesr to 22 million tonnes in 1280,

In 1985, out of 23.6 mi"lien topnes qgonerated by wur
internationel trade, foreion sarriors lifted aeimut 21,0
millien tonnes, representlng o cnlosal Y2.63 por cent of the
totzl volume of varge nvaianlble, Alen, in 1384, forcign
shiprning conpanios lifted hous B4-35 per cent of the totnl

generated by cur intewrnntionzl trade,

3.2 dnnking

The multinationalo aluo participate astively in
“ne country'e flanoncial sector. ot boforo elaborating
on the potiern of multinotionnl control, o brief desecription
of tho structure af the sector will cluclidote the exposition,
Inthis respect, though bhanking and insurancc constituba
the generic structure o the finmancial sccior, some nine
different Fineneial institutions mre in fact identifiable

These lpglude commercial banks, investment comsoning, and
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mortgrge inctitutiona, (uwhich both dominate the cupital
market). Insurance compani g, hire purchase companies
and the dNational provident fund (NFF), wuhich is a

public institution. The commercinl banks dominate the
mancy market. The acuets of thesc major financlal instie
tutions are shown in table 3.3 far 1°70/71 und 1874/75.

TAULE 3.3
ASSETS OF MAIN FINANCIAL IQGTITUTIUNS BY TYPC UF
INeTITUTIOH

1970/71 19?24/75
. o s -
Financial Ingtitutions
4 1’Allion | % Distri! 3 Million | % Die!
e R I —— - -
1« Commercial banks (a) 1,134 .83 57.0 2,767.45 1548
2, Merchant Oonks 13.26 t 1.0 114,25 365
3. Development banks 8 ]
Investment campanies | 54407 42 124,29 3.9
4o HMortgage Inatitutinnq 12.13 ! 0.9 ) 41,08 163
5 Insurance componies Nne@ | Ned Ned Nefl
6. llational Frovident i
Fund, 86.50 ¢ 66 170.78 Sel
i
7  Hire FPurchose |
CBmpﬁniEEQ 3.98 0.3 854 D3
1,304.57 | 100.0 3,226.39 |100.0
- I A

SOURCE: C.8.N (1976) Congoliduted Tohles of the main financial

Institutions .

Note: (a) Includes cooperative hanks, total asseta are net of

customers 1lisbilities,
nea means not avalilable,



ghile tho development banks, lnvestment companies
mortgangn ingtitutions and the Natiunal {‘rovident Fund,
whigh wreounied fFor 10.15 per cent of tho total of 1974/75
are mainly public owned, as porastatols, the others,
conastituting 09,5 por gent of gll tho Tinancial institutions
ere lergely private enterprises. This meana thai the
gactivities of all the imperinlist fimancial instvitutiong
gan both the money ond ocapltal mrrkeos.

The nature of nultinationnl participatian in tha
finanelal sector invelves ocnership of eqguity and pald-
up~copltiol. Uptill 1972, gome finoneisl dnstltutlons were
wholly foreign owned. Gut oincge 1975, 60 per vent eguity
participation wes accorded Minerions in commeorcial banking
and inaurance.3

Forelgn participetion in comwercial Lanking staried
in Nigeria in 18091 with the entry of the Gritish-owned
Africaen {anking Lorporation into the country as the First
banking enterprise. It wos bouch over by the Oritishowned
Elder Dempster Company in 1892, wben i1t becamn banker to
the Oritish Colonial Administration. Then, an 31 May
1894, tho bank of Oritish Lest AfFrica (QUNWA) was gstablished
with wonopol.y of cemmerclal bhanking in the country. In 1912,
1 took over the bank of Nigeria, anothar foreinn honk,
establiaghed in 1899.h This moeant that from 1917, whan
darclays Donk entercd Nigekia, to 1960, QHWA, derclays,

gnd other expat-.iete banks controlled 80 per cent of



comaercinl bankinn, owingin 130 ous af Y5 bank branch:s

in ©h counizye The DhdA, whiech loter hez 'wme Stondord
donk, ~nd is now colloe! Fir-t Unok of NMNigerisn, wa.o uloo

the sole agent af deat Afrlicin Currency Joard, (tie ?oluninl
C-ntral Zonk for Uent Africn), wind tho ealoninl adminise
trations Thure wos no Lndegenous Doank until 1920, nd by
1745, there were only twe Cthe fotiunnl TOank of Nigerin,
eztablichel in 1923, -nd %he Mesual Addo “uninty)..

fache 3.4 .

Indegenuaoun und Foreirn Lenks In MNioeris, .clectod
Indices 1277 - 1975

December 1973 Decenber 1974 ! Daecerbher 1975
. P P '“‘*'-"""0*»-"_% PPttt 20t
(1) : (b) i ¢a)y o (1) (n) ()
- ’—-T_.._.._--.E "‘"‘!“‘““.—4&*"*#‘-—-‘_‘““‘“‘-
Mo of f | '
hrainches | 156 . 201 l 182 228 198 2h7
' |
Foid up ; e | . | :
Crapital 34,057 35,35 { 3,050 46,925 | 42,763 Gk, b0
|

deponite | 261,025 | 764,057 |W23,37111,228,833 | 835,790 !2,016,4927
i
Loone 4
odvances | 790,470

1
465,727 |333,116] 602,906 | 426,452 |1,122, 961

’

Avcapte

enceag, - l

credit,

e.t4C 56,053 | 100,470 | 37,406 1 375,449 | 20,054 | 512,137
PRSP SRS IR S —) .

SUUGECE: Codeile (W78) tionsolidqted Talos of :ha Faoln
Finine I Sligtiona: [ ald ue acpital in 10800«

(2): Indeoomauuun, ()s Forednn



«ince independence, nther expatriate banks have
joined the British banks in the country. The major
expairiste banks in {he country in 1981 werc First Bank,
Union Bank, United dank for Africa (UBA), Internstional
Bank for West Africa, Sunk of America, Chase Mahnattan,
Savannah Bank, Dank of India, Hobib Oank, Arab Bank,
and .oclete Gener .le.

The’funture of foreign dominonce is reflected in
Table 3.4, One of the features is the wi ening gap between
the indigeneious anid foreinn shares in oll the niven
indecies from 1973 {0 1975, Thug, while the foreign
banks lend in deposits was only 4503,1 million in 1973,
it rose to aver 41 billion in 1975, Another feature is
the dominance by faoreign h-nks ol credit as revewsled by
difference: in locne and andvances as well as sccoptances,
credit, e.tesce (Indices & ¢nd 5 in the table). In 1975,
the foreign banks econtrolled a total credit offer of
41,734,3, wheress indigenouc banks provided only [1516.5
million.

A disaggregation of the deposits and loans of the
1nd1geﬁuua and Toreion buanks also recveals the dominant
shares of the expartriote banks in the finnneinal ocector.

This is shown in Table 3.5. Foreign banks accounted for

1i863,230 of current account deposits or 68.14 per cent of
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the total current account deposits for zll banks which 1is
11,266,819, Forelgn owned banks controlled 376,036 of the
total savings accounts depostis compored to 144,470 of in-
degeneous banks out of a total of 521,306, They (the
foreinn banks) controlled 72.28 per cent of the total
savings accounts deposits. UWith 4713,415 put of 31,851,050
foreign benks mecounted for 67.87 of the total of time
deposits of all banks. Foreiogn owned hankog controlled GO.80
per cent of the totel deposits by hsving 31,753,481 out of
42,039,175. They aleo had 71.1 per cent of loand and
advances of the total for all banks combinec by issueing
41,049,159 out of the 1,475,613 issued as loans and

advances in 1975.
TAOBLE 3.5

Deposits And Loana OFf Tho Commercial Hanks, Dece. 31 1975

. -

| Totel in | Totel in {Total in Shares

Items ' all banks| expertr- |indegen- held by
N €D iate hanksieous banks! exp'
Banks
1
1. Current i
account |
deposits ! 1,266,019 863,230 L0D3,589 60e14
2. Savings
adc deposits \ 521, 306 376,036 144,470 72,27

3. Time deposits 1,051,050 713,415 337,635 67.C7
be Total deposits 2,839,175 (1,953,481 885,694 68,80

5. LDnnB B
Advances 1,475,613 {1,049,159 L26,656 71.09

SOURCE: Ce.Be.N. Economic Review & Financial Report 1976
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Banks with some expartriate ownership find
opernting in the country very prafitable. They oparate
at a higher rate of profitaelility than the parent banks
abroad or thelr asuvociate. A case in paint is that of
the Beraolays Bank of Nigeria. OBerclays Bank Internationel
of Landon owns 40 per cent shares of the Union Dank,5
which formally was the Bercloys Benk of Nigeria. With a
total of over 100 branches in Nigerio, the Oerclays Bank
of Nigeria, or the Union Oonk of Nigerla made a profit
af #4344,5 million in 1977 alone. This gave the bank a
profit margin/turnover of 14,5 per cent in 1976 against
the correspinding meagre ration of 3.7 per cent recorded
by its parent compsny, the Uarclaye dank of the United

Hingdnm.6
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Distribution of Commercial Uank franches as At Dec. 1982

-

I Expatriate/Mixed Total No of Branches
1. Savannah Jank of Nigeria Ltd 10
2. Niperia=Arab Oank 19
3. Union Bank of Nigeria Ltd 166
4, Allied Oank (Nig) Ltd L6
5 International Cank for Ueat Africa Ltd 18
be First 0Oonk of Nigeria Ltd 199
7. United Sank for Afriecas Limited 100
O« DolCaCoI 12
g >
O« Socicte Generale 11 PR

II Indigeneous

10. African Continontal Uank 61

11« Oank of The Narth 55

12. Co=0Operative Bank of Eastern Nigeria

(Co-oprrative & Commerce) 34

13. laduna Co-operative Oank 10

14 . lano Co-operetive 9

15. Co=-aperative Sank of Nin., Lid 28

16 Merchantile Cank Limited 19

17. National Cank Limited 81

10, New figerian Oank Ltd 30

19« Pon African Bank Limited 25

20  Wemn Gank Limited 26

21 [|rogress fOank Limited

1
22, Owena Oank 5

404 (LD L.B%)

989
SOURCE: Bullion: CON Silver Jubilee Edition

(19558 = 1984) Vol I pg. 17



Profitability Of The Siggest Three Banks With 40% Foreign Farticipation

TABLE 3.6

£ Total Assets Turnagver Profits (Net Dividend Deposit (Cu- Loans &

Earnings after tax) rent & others] Advances
Unian
1980 1,825,362 138,942 28,7888 6,532 1,624,586 931,654
131 2,567,166 201,817 29,801 6,532 2,318,280 |1,335,593
1982 3,182,266 284,338 32,623 a, 165 2,853,545 11,654,710
Fircs |
1564 2,610,887 126,633 | 17,967 11,754 _ 2,141,980 1,039,239
1271 2,661,547 209,598 2g,402 11,004 2,252,066 1,339,420
1962 n.a n.a 25,230 Nea Nea n.a

{ y

UaB.4
138L 1,715,883 124,699 20,036 6,362 1,576,225 864,836
1981 4 2,518,970 176,335 22,715 6,389 2,407,218 1|1,161,294
19¢€7 2,826,935 232,195 | 26,602 a, 003 2,548,230 1,515,426
S0URCZ: Buasiness Concord, 18th March 1983 Note: Given figures are in thousands (7000s.




The total assets of the three banks in theo country
kept increasing for the three years under revicu. The total
assets of the Union Gank increased from 41.0 billion in
1980 to 13.7 billion in 1982. First bank's assets increaeed
fram i2.617 billion in 1980 ta 42,64 in 1901, Iotsl aceets
of the United Bank for Africe (USA) increased to (2.8 billion
in 1982, form 1.7 billion in 19380, The net profit ‘urn-
aver of the Union Uank increased fram }20.3 millionm in 1980
to 32.6 million in 1902. First baonk'tc net profit alao
increased from 10 million in 1980 to ¥28.4 million in 1981,
This 1is the nnature of the relati.nship to net profit to
total assets for the threc grectest banks in the count-+y

with at least &0 per cent foreirn participetion.

3e3 vigtributive Trade

The domination of Higeria'sc distributive or
commercial sector by the nultinational corporati.ns is
related both to external and domz2utic trade. Foreign
trade consists of exports ofprimary products, whioh are
mainly crude oil, tin and agricultural producta, and
imports of capitnl noods s well as different manufactured
consumer goods. The expo t of the agriculturel products 1s
handled by the Marketing Bonrds and the National Produce
Marketing Corpany in Lanoo, wiile the export of the pre-
dominant crude with has been accounting for about 80 per
cent af all export earnings since 1974, is monopolised
mainly by multin-tionel oil cumpanlea-7

Most of the importe are handled by expatriate

companies, with the government and individuals playing
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very minor roles. HMultinationzl corporations also do-
minate the internal trade with large compenies and depart-
ment stores.

Lverall, the distributive sector nrew from 9.1 pce
cent of L.D. in 1960 to albout 16.9 per cent in 1930.3
during 1960 - 1975, 1ts mean annual nrowth rate was 12
per cent. Thls made 1%t the third fastest prowing sector
in 19280, after the manufacturing and tranuport sectors.
In tho same year, it was tho second largest sector to
il in the ecanomy in terms of its contribution to G.DP.7

The scctorelso attrected sizaeable foreign copital
arising from 522.5 million in 1978, to 550.5 million
in 1978, 3693.3 million in 1340, ang 767.2 million in
1981 Its share of overall investment in the three years
(1978 - 81) amounted to 17.5 per eont 19.5 per cent and

20,4 PET Cants’

34141 The nttern of Foreign |articipation In Oistribution

The start of foreign participation in Nincria's
distributive trade dates baock to 1485, +hen th: Fortuguese,
landed in the old Jenin Hingdom. The dritish challenged
the Portuguese, monopply by granting a royal charter to the
First Ennlish Ahfricon Company in 1588, This was followed
by the "Company of HRoyal Adventurers of England Treding
In Africae.", which was graonted a royal charter in 1662,
with monopoly rights from the atraits of Gibralter to the

cape of Good Hope. The company later sold out to the Royal



African Company and the African trrnde wao oponed to all
Britiah subjects in 1698, Then, the Afrigan Acsoeiatian
for lerchantiliet Adventurere was formed in 1730, after
which MeGregor Lalrd founded the AVrpicun Shipping Company
in 1Bh9.1u ihese pre-~colonisl forcion tradimg companies
sought gold, pepper, Ivory and palm oil,

Thz major commercinl loandmark come after tho formal
colonigation of Nigeria in 1060, Tho United Afpican
sampany (U,A.C) wa formed in 4579 out of four other
3ritish componies: Messrs Alexander Miller Urothers ond
Company (Glassgow), James ! innock and Uompany (Liverpool),
Wnet African Compony Cilancheater) and Central Trading
Company (Londan) ell with a combined trade of over
£300,000 & year amonn themes Then, in 1006, a cherter
was oranted the Royel Niger Uompany for politicsl outhority
over maost of Higerian territory, with its headguarters at
Asabao ant 1ts own constsbulery, High Dourt of Justice, ctc.
The compony monopolised Ale trade and extracted tributes
from foreigners and Nigeriano for permiscion to trade in
its teritorics, However, on Januavy 1, 1900, itc charter
was ubrogated 'ith comp ne Lion of 450,000 and the promise
of a royalty payment of 50% for 99 cears for ol) minersls

found in its teritorien, The U,Ah.0 thon sugceeded thoe

Royal Niger Company in commerciwl domination of the coumtry,

3



Other commerclal multinotionels in Nigeria include
Union Trading GLompony (U.T.C) Leventis, Oohjsons, GChellarams,
May 8 Bnker, (M&O) I'fizer, OEAH(Lritish Equipment & dMachinery)

Rank Zerox, CFAU, HL0A, HR.T. Oristoe. etc.
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CHAFT.R FOUR
- PRIVMATE FOREIGN INVESTMENT IN OIL MINING
INTROIUCTTON
By their very nature, oil and mining constitute

traditional and modern domains of foreign capital in
the Third World Countries. Nigeria was incorporated
into the world oil industry dominated by multinationals
as early 1937 by Shell - BP, and the Nigerian oil
industry remains s foreign dependent enclave economic
activity. right from exploration to development and
production of crude; its export or refininf and mar-
keting. And this dependency is made more pervasive by
the nature of the ownership and control of the tech-
nology and management of the o0il industry which normally
facilitates profit maximization by various multinational

0il corporation operating in the country.

HISTORY OF OI1. CONCESSIONS v

The history of foreign capital in the Nigerian
0il sector dates back fo 1908 when exploration was
started by a German Company called the Nigerian
Bitumen Corporation! It was reported to have drilled
fourteen (14) wells in the present Lagos State
before ceasing operation on the outbreak of the Second
World War. By 1937, interesb in ©oil exploration was
revied with the establishment of Shell D' Arcy Explor-
ation Parties, a consctrim equally owned by Royal Dutch
Shell and British Petroleum, Later called Shell - BP,
In November 1938, the British Colonial administration
declared the total land area of Niger as an oil conces-

sion to the company through an 0il Exploration Licence
(OEL).
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During 1938 and 1941, Shell - BP undertotk prelim-
inary geological reconnaisance with geophysical
surveys in 1945/51 . The first wildcat well was
drilled dry in 1951, when 0il eploration licence was
limited to 58,000 square miles in Southern Nigeria
along the entire East-West Coast. The Company made
the first commercial discovery in 1956 at Obibin

in the present Rivers State.

In 1957, Shell-BP reduce its mainland monopoly
acreage to J0,000 square miles of 0il Prospecting
Licences (OPLs). Before exporting oil from Port-
Harcomrt in 1958, other forign oil companies entered .
the country. The first of the newcomers to bid for
meinland concessions was Mobil Nigeria Limited, an
affiliate of the American Socony - Mobil Cil Company,
that got concessions of 281,782 square miles in
1955, which it returned in 1961 in exchange for other
concessions subsequently. Next was Tenessee, another
American ocil company which got 6863 square miles
from 1960 to 1965, Gulf followed from U.S.A again in
1961/62, Agip from Italy in 1962, SAFRAP frém France,
and Philips and Esso both from the U.S.A. in 1965. By
1960 and 1961, Shell-BP had converted about 15,000
square miles of its concessions into Oil Mining
Leases (OMLs) and returned the rest to the Nigerian

government.

The Continental Shell concessions were also shared

by these o0il multinationals and dominated by Shell-BP.
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On December 1, 1961, Shell?BF obtained Y4 lots, while
Gulf, Mobil and American Overseas Petroleum Ltd., got
2 lots each with each block for ¥500,000 single
premuim payment. In 196l, Mobil got an extra lot.

THE MAJOR OIL ACTIVITIES.

The o0il industry is structured in an way that
makes full participation bk companies from a develop-
ing country hardly feassible. Indeed some of the so-

called minors not accommodated by the Beven sisters!

though having a global networks, still find it difficult
to operate fully in all the activities related with the
0il industry.

The main activities in the oil industry cover mostly
exploration and development, production of crude oil,
refining, transportation and marketing. The amount
of the technology and management skills required for
every phase of oil operation is presently beyond the
reach of most companies in the under-developed countries.
Those activities involve five broad areas of special-
ization involves the mother companies or multinational
corporation which acquire relevant leases and licences
for all the processes from the Nigerian government.
There mother companies are Shell-BP, the largest, for-
mally Dutch - British owned before BP was nationalised
in 1979 to become the African Petroleum (AP), Gulf,
Mobil and Pan - Ocean (American), A gip (Italian),
Phillips American, Safrap and E1F (French) L.
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Next there are four servicing companies, which
got contracts from the mother companies to execute
specific assignments like exploration, prospecting,
production and pipelining for transportation. They
manufacture or import their own equipments such as
drilling rigs, barites and bentonite treatment plants,
safely valves, parkers, pipes etc. These service companies
in 1978 were Forex, Dresser Marcoba, Dowell Schlumberger,
Camco, Otis, Flopetrol, Baker, Bonny and Nisco which is
the only significant Nigerian service company, as the
others are mainly American and French. These service
companies engage in the drilling of wells, rinning pre-
ssure surveys and drill site test, Construction of oil
Flow statins and pipelines, supply of parkers and

valves, etc.

The third specialization in the o0il industry invol-
ves the marketing companies for crude oil, which are the
0il producing multinational companies and the Nigerian
National Petroleum Corporation (NNPC), formally the
Nigerian National 0il Corporation (NNOC). The leading
marketing multinations that correspond to the mother
companies. The NNPC which is authorised to produce oil,
in addition to its marketing and supervisory functions,
is solely responsible for any export of Federal government's
share of crude o0il produced by the 0il multinationals
under their participatory agreement, and for any crude oil
produced by the NNPC itself,
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It now owns BP and Ashland 100% on behalf of the
Federal Government. The introduction of "third party"
buyers from +the NNPC in 1978 has included other-.. -
foreign crude oil marketing companies; Pan Ocean
Nigeria Limited, Phillips oil company Nigeria ldd,

J. J. Brandler, Beijer International etec.

The forth line of specialization is the refining
of crude oil, This is handled in Nigeria and abroad.
Within the country, the Nigerian Petroleum Refining
Company first established a refinery with capacity of
1.9 million tons at Elasa Elema near Port - Harcourt
with 50 percent ownership by the Federal Government,
25 per cent by Shell and and 25 per cent by BF. BP

also acted as the managing partner.

This was the sole refinery up till 1978 before
the Warri Refinery was commissicned., A third refinery
was commissd#oned at Kaduna in 1980. Even with this
refinery, less than 4O per cent of Nigeria's crude oil
output is refined in the country; the bulk of it is
refined abroad in Western Europe and North America
by different multinational corporations. They re-
export some of the refined products to Nigeria since

1973‘

Finally, the domestic distribution of refined
Petroleum products (Petrol, diesel, kerosine, engine oil,
and lubricants) used to be shared between road haulage
subsidiaries of multinational corporation like Shell-

BP, etc., and assorted Levantine companies like Khalil and
Dibbo, until indigenization introduced indigeneous participati




TABLETh. 1

% PETROLEUM CCMPANIES CPERATING IN NIGER,

NOVEMBER, 1973.

——

Company

Fercent
Equity Shares

Affiliation

Nigerian Agip 0il (Nig)

Fhillips 0il Company (Nig)

Nigerian National 0il Corporation

Deminex
NNOC.
Niger Petroleum Company

Japan Petroleum (Nig)

NNOC
Niger 0il Resources Co. Ltd.

Japan Petreleum (Nig.)

Tenneco Cil (lig)

Mobil producing Nigeria

Sum DX Nigeria

33.3

33.3

33.3
30

51

19

L9
51

e

51

37'5

12.5

Subsidiary of the Italian
State Company ENI.

Subsidiary of Phillips
Petroleum Co. U.S.A.

Nigerian (Public Corporation

Subsidiary of German 0il
Consoturin

Nigerian (Public Corp-
oration.

Nigerian (Private) Inde=-
pendent.

Japanese Consotium.

Nigerian (Public Corp-
oration).

Nigerian (Frivate)
Independent.

Nigerian (Public
Corporation)

Nigerian (Public
Corporation)

Subsidiary of Tenneed '

Inc., U.S.A.
Nigerian (Public
Corporation).

Subsidiary of Sun 0.1
Company U.S.A.




Cccidental Fetroleum (Nig) 49

NNOC 51
Pan Ocean 0il (Nig) .8
Delta Qil 0.8
Safrap (Nig) 65
NNOC 35
Shell (Nig) 32.5
British Petroleum (Nig) 32.5
NNCC 35
Hennry Stephen & Sons 49
NNOC 51

Taxaco Overseas Petroleum(Nig)50

Chevron Cil (Nig) 50

Gulf Cil (Nig)

100
Mobil Producing Nigeria 100
Fhillips (Nig) 100

Great Basins Petroleum Dev. Co.100

oubsidiary of Occidental Petrol-
eum Company U.S.A.

Nigerian (Public Corporation)
oubsidiary of Fan-(Ocean U.S,A.
Nigeria(Private) Independent.
Subsidiary of French Elf

Erap group.

Nigerian (Public Corporation)
Subsidiary Royal Dutch Shell,
UK, Netherlands,

British Petroleum Cil
Company, UK.

Nigeria (Public Corporation)
Nigerian (I'rivate Independent
Nigerian (Fublic Corporaticn)
Subsidiary of Texaco U.b.A.
Subsidiary of standard 0il of
California, UbA.

Subéidiary of Guif 0il USA.
subsidiary of Mobil oil
Corporation USA.

Subsidiary Phillips oil
company USA.

Nigerian (Private) Indepen=-
dent.

— — - —————

n.a. = Not available,

Note:

Companies with Nigeria afger their names are Incorp-

oration in Nigeria, in most cases, under the name of

the parent company.
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Sources:~- Thomas, D. Babatunde (1976) Importing Techno
into Africa: Foreign Investment and the supply

of Technological Innovations. Praeger, NY.

TABLE 4.2.
Froduction and Export of Crude Petroleum

1962, 1966, 1969/83

Production ‘ Value of} Petroleum hverage
Year Index Fetroleum Exports as $% of{ Fosted
(1962 = 100)! Export(}¥ M) ! Total Exports price (US)

: i Fer Barrel
1 1962 25.9 | 33.5 9.9 nea.

1966 152,3 181, 0 I 32,4 n.a.
' 1969 1971 | 262,0 | T P 2,17
: 1970 389, 1 i 5100 57.6 2.25

1971 568.5 953.0 73.7 3.39

1972 662,5 1176.2 82,0 4.80

1973 750.0 1893.5 83.1 L.80

1974 822.8 5365.7 92,6 14.69

1975 650.9 4629,6 92.9 12,95

1976 N,a. . 6321.6 n.a n.a
!1977 | n.a. i7969.2 n.a 14,00
£ 1980 2,06 (- About 80 40,00
E1981 | 1.3 | - - 36.00
i1982 1,82 - - 3k.00
i1983 0.75 - - 32,00
g

Source: African Business: various years.
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MARKET STRUCTURE, ORGANISATION AND OUTPUT SHARES

To appréciate the control of the oil mul tinational
Corporations on the Petroleum sector and the surplus
appropriation (profit repatriation) involved, it is
necessary to examine their competitive structure, output
shares costs, pricing and profitability.

One of the most visible signs of domination of the
0il sector by multinational corporations is their control
of output of crude oil, Indeed, until OPEC started push-
ing for participation after 1970, the multinational corp-
oration had 100 per cent control over production and
disposal of output. Even after participation was san-
ctioned, these foreign companies still dominated
production almost completely, though they have been
forced to share the volume of crude oil produced by them

with the Federal Governments NNPC.

TABLE 4.3
DAILY OUTPUT OF CRUDE OIL BY MNCS FEBRUARY, 1976

MNC OUTPUT

1. | Shell-BP 1,250,783

2, | Guif 289,123

3. | Mobil 221,930

L.| Agip - Phillips 182,692

5. | Taxaco 35,873

6. | E1f 75,532

7. | Ashland 11,471
Total 2,070,u2)

Source: Tenisa Turner (1976) "Notes on the Nigerian 0il

Indus try W
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Since 1965, the market structure of Petroleum

production has been a fairly tight oligopoly or cartel

dominated by Shell-PP (See table 4.3) Even the nationaliz-

ation of BF has not altered this structure dramatically

because of the long entrenchment of Shell. While six

of the multinaticnal corporation, constituted this

Oligopoly during 1965/72, sewen of them held sway over the

industry by 1976. Throughout the industry,'the output of

Shell-BF has been persistently greater than the combined

output of all the other multinationals, except in 1968 when

Shell-BP's output was merely 15, 915, 867 while that of

its closest rival, Gulf, was 35, 991, 227 - an exigoncy

of the 1967/70 civil war. The production cartel, more-

over, consists of the mother companies (See tables

U8 Pl eibey

TABLE 4.4

-

=~ )
A S ke .-

SUMMARY OF MONTHLY CRUDE OIL PRCDUCTICN BY

COMPANIES ,JUNE ‘%9

NAIE CF

2
3
4
5. E1f
6
7
8

- —

-

PRODUCTICN IN! % BHARE| CUMULATIVEL EROD..
PRCDUCING COMPANY i BARRELS IN BARRELS

1. Shell-B.P. L0,9u6, 25 55 .6 4,629,662,879
. Bulf 11,690,512 16.2 1,185,986,105
. Mobil 8,061,797 11.1 637,775,457
. Agip 7:200 . 717 10.0 450,570,383
2,268,462 3. 76,143,674

. Texaco Cherron 221,756 2.2 72,927,608
. Fan-Ocean 22,756 0.3 10,341,305
. NNiC 273,405 0.4 - 13,100,449
9. Tenneco 119,634 0.2 3553568462
72,371,002 7,076,663,328

Notes+ The first seven multinational Corporations (1-7) were

vritten jointly in the source table with NNPC because

it cwns partiri=atory shares in them.

Source: The Nigeria Trade Juurnal, April 1980, P.31.



TABLE 4.5 ™

PERCENTAGE DISTRIBUTICON OF CRUDE CIL EXPORTS
BY MAJOR DESTINATIONS - SEPTEMBER]A977 & JUNE '79

Country |June 1979 September 1977
U.S.A. 2.4 L6.0
Netherlands 12.3 8.2

We German; 10.9 6.7

U.K. 10.3 7.9

Bahamas 4.9 3.3

Ttaly 4.0 7.1 (Cacarao)

Source: the Nigeria Trade Journal, April 1980, P. 30

As discused above service Companies are also an oldgopoly
of about nine foreign enterprises. The marketing of crude
oil is also controlled by the oligopoly Companies which
produce the crude, build pipe lines for export from oil
terminals along the coast and organise farthef fleets

for Ocean shipping. The import of refined petroleum
products is controlled by the marketing subsidiaries of
six of the leading oil multinationals, The NNOC and later
NNPC, however, has monpolised the marketing of Federal
Government crude oil and collected royalties and taxes
from the oil multinationals, Before OPEC's price=fixing
intervention, which Nigeria joined in 1971 when the NNOC
was also esterblished, the marketing oligopoly also dictated
crude oil prices.

While refining of crude oil in Nigeria is monopolised
by the Federal Government through the Nigerian Petroleum
Rifining Company, with its three refineries at Port-Harcourt,
Warri and Kaduna, the bulk of Nigeria's crude is refined
Auroad. This makes Petroleum refining the next most
competitive aspect of the oil industry, after the internal

distritution of refined Petroleum products.
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The performance of the oil multinationals and

the Nigerian Petroleum sector itself ia closely tried
to the quality of Nigerian Crude 0il, the sectors cost
structure and the pricing policy. The quality of the
Nigerian Crude is reportedly high with low sulphur
content, corresponding to-0.3 per cent for AP 134.67
crude with high fuel yield and excellent blending
properties, though its low Kerosine yield is said to
render it relatively unattractive for the smaller West

African Market.

The 1966 average production cost associated with
this high quality crude was 30.7 cents per barrel. This
compared with the African highest cost per barrel of
45.9 Cents for Algeria and 15.2 Cents for Libya as
Africa's lowest cost producer. The assoctated world's
lowest cost per barrel was L .2 Cents for Iraqg, while
the USA registered 156 Cents per barrel", This very
high last figure is a major explanation for the number
of American 0il multinational Corporations in Nigeria

and elsewhere in the Third world .

The corresponding prices for Nigerian Crude oil,
which were dictated by the oil multinationals are low.
In 1969 the average posted price per barrel was barely
# 2.17 and $4,80 in 1973 (See table 4.2). Since the
intery_..t% » ~f OPEC, these prices have risen sharply to
14,69 per barrel by the end of 1974 before falling to

#14..00 at the end of January, 1977 for Nigeria's Cru?g 01l
auction sale of 300,000 barrels per day at the time. The
more rccent prices are shown in tables 4.2 and 46).



TABLE L.6

COMPARATIVE QUALITY AND PRICES OF CRUDE CIL, 1977/78

October 1978] January 1978) July 1977 | January 1977
Country Quality $/barrel g/barrel g/barrel g/barrel
1. Nigeria | Medium 26° 13.447 | 13.68 13,73 13.73
Forcado 31° 13.62 v 14.03 k2 144,10
Pennington u9q 13.88 | 1.2 14..54 -
Excravos 36° 13.94 14..30 14.60 -
Bonny 37" 13.97 14.33 14.63 14.33 _
Brass River L1.5°14.00 104,38 14,72 W2, |
2. Libya Es Sider 37° 13.68 13.80 144,00 13.74 _
Zentine 40.5° 1  13.90 11,05 14,00 1,00 _
3, algeria zaraitine 41°] 14.05 | k.02 1. 25 1.25
L. North Sea ! Forties 37° 14.05 13.75 14.05 -
Ekofish 4O° 14.20 13.80 .15 =
! -

Note: -

Posted price of "AF 134 Crude"

Source:- K. Panter - Brick (1978). Scldiers and 0il (London Frank Cass)

Ch
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GOVERNMENT INVCLVEMENT IN THE COIL INDUSTRY .

The initial interest of the governmenf in the 0il
industry was limited to collecting the royalities and
other dues which the oil companies éffered to pay to it,
and making laws albert rudumentary, to regulate the
activities of the industry. Thus the extent of regulation
was rather limited before the late 60°, due primarilly to
the relative insignificance of o0il in the econcmy and

lack of perscnnel with requisite skill and experience11.

Nigeria introduced the oil in Pipeline Act chapter
1442 in 1965 to regulate the provision of transport infras-
trpcture for the export of Crude 0il and in 1968, the
government enacted the 0il in Navigable Water bear,
which prescribed measures to combat oil pullution as the
volume of preduction and expoert increased. In this era,
the primary concern of government was to provide the
right climate for the smooth operation and develcpment cf
the industry, and the enterprenuer c¢il companies resp-
onded by dictating very lcw levels of gcecvernment for oil

produced. They alsc determined production levels,

Nigeria introduced in 1967, the Petroleum profit
Tax (Amendment) Decree No. 1 in an attempt tc improve
its financial receipts from the oil industry. The decree
based the calculation of royalty and Petroleum profit
Tax ¢n posted prices and provided for expensing of royalty.
Immediately after the Civil War, cil became predo-

minant and more strategic tc the economy of Nigeria.



"

Nigeria aslso Jjcined the OPEC in July 1971 as the

e€leventh Member Country and in the same year the

Nigerian Naticnal 0il Corporaticn was established by
Decree number 18 of 1971 and was immediately charged with
responsibilities for all upstream and down stream acte-

ivities of the cil industry.

As a result of these developments, government in its
new stature and association decided on participation in -
the industries activities. These events help this decisicn,
First in 1962 ENI, the Italian cil ccnglomerate offered
tc government the cpticn to acquire 333 per cent equity
interest in the Nigerian Agip Cil Company (NAiCC) in the
event ¢f ccmmercial discovery in its cil concessions. -
Secondly, Nigeria =#s 2 member of OPEC intended tc comply
with the crganisaticn's Resoluticn XVI Article 90 of
June, 1968 which enjcined all member ccuntries to acquire
participating interest in the cperations cf the oil
companies operating in their territories, Thirdly,
government decided that scme cf its goals of rapid
industrial and commercial develcpment would be enhanced
it it has mcre say in the running of its cil industry.
Hence the seccnd Naticnal Development Plan, 1970-74
stated that government wculd participate in exploration
and producticn of Nigeria's mineral rescurces, in view
of the crucial role which the mining sector in general
and petrcleum in particular, was expected tc play hence-

forth, in the econcmy.
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In pursuance of this pclicy, government on Iat April,

1971 acquired 334 of equity interest in NAOC in accerdance
with its ccncession Agreement and stand and posture of
France in the Nigerian Civil War,

T4BLE 4.7 GCVERNMENT JOINT VENTURE F RTICIF 'TION INTEREST
IN THE CIL INDUSTRY.

Cocmpany Particigaticn % Date Acquired No of Licence
ELF 35 /1,771 4
35 1/4/74 L

5o 1/7/79 y

AGIF /FHILLIFS 33 1/4/71 i L
55 14/ 7 : I
€0 1/7/79 L
SHELL =BP 35 1/4/73 58
55 2 vagn 58
60 1/7/79 58
8u 1/8/79 __ 58
GULF 35 | 1/4/73 10
55 1/4/7h 16
60 1/7/79 16
T4XACO 55 1/5/75 6
60 1/7/79 6
MOBIL 35 1/4/73 N
55 1/4/74 L
60 _ 1/7/79 L
F AN=OCEAN 55 1/1/78 1
__60 1/7/79 1
ASHL.ND n,a, June 1973 —2

Source: A review of Nigerian 0il Industry - L. Amu

NNEC Publicaticns.




There was alsc mfﬁistry of Petroleum resources
operating comurdantly with NNOC but its functions were
mainly regulatcry and did not involve any participaticn.

However in 1977 in order to create a more virile oil
agency, and cptimise the scarce human infrastructural
resources available tc the government, the NNCC and Min-
istry of Petrcleum resources were merged to fcrm the
Nigerian Naticnal Petroleum company, by Decree 33, The
functicns of the NNPC necessarily comfined the commercial
objectives of the NNOC antecedent (namel explcration,
production, transportation, refining, processing oil,
marketing Crude cil and products as well as research)
and the regulatory functions are still excercised by an
independent arm of the NNFC called the Petrdleum Inspecte
orate. As at today, NNPC is organised in eight major divisions,

covering distinct activities as follows:-

(1) Expleoraticn and Exploftation Division which
conducts direct exploration actifvities and additionally,
manages government's interest in feoreign companies oper-

ating in the country.

(2) Products Marketing Division which operates and
maintains NNPC's system cf over 3000 kilometres of Crude
0il and products Pipelines and twenty three Petroleum
products storage depots and inaddition has responsibility
for refined prcducts sales,

(3) Product Engineering Division which undertakes
all major engineering and construction activities for all

divisions of the corpcration.
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(4) Commercial Division which is responsible for
marketing crude oil, central purchasing functions and gas
development.

(5) Petrochemicals Division which is charged with the
preduction of petrochemicals from crude oil, gas and refined

products,

(6) Marine Transportation Division which is respon-
€ible for mcving NNFC's crude oil, products and Cargoe by Sea.

(7) Personnel and scrvices Division which provides
the administration, perscnnel and ancilliary support services
for the corporation,

(8) Finance and Accounts Division,

In addition, the Petroleum inspectorate exists as an

independent arm regulatcry arm,

The Warri and Kaduna refineries cperate as autonomous
units of the NNPC. The Nigerian Petrcleum Refining Company
near Port Harccurt, although supervised by NNPC, is a lim=-
ited liability company owned 50 per cent by NNFC, 30 per
cent by Ministry of Finance Incorporated adnd 10 per cent by
Odua Investments (former Western Region) and 10 percent
residual interests of scme states from Northern and Eastern

States,

At different stages in the evclution of the country's
0il industry, government has successfully negotiated and
takenover increasing le¥els of participation interest in

0il preoducing companies,



By 1977 when NNFC was established, Nigeria has acquired
majority participating interest in all the cil producing
cempanies (See table 4.7)

In the early seventies, some OPEC member countries
particularly Indonesia pioneered a productiocn sharing
arrangement which vested 100 per cent control in the host
government, In view of the success of that arrangement,
Nigeria followed suit in 1973 by signing a similer agree-
ment required with Ashland Cil Company. The agreement req-
uired Ashland to put the necessary fund to explore, develope
and produce il on behalf c¢f the Nigerian government. There-
after their proceeds will be shared aside up to 4O per cent
of the products for the recovery of costs and payment roy-
alties, and 55 per cent to offset Petroleum profit Tax,
while the balance defined as "Profit 0il"™ be shared 65/35
per cent between the government and company and 70/30 per-

cent when topped 50,000 barrels per day.

Between January, 1978, and July, 1979, government
increased its participating interests in cil producing
ccmpanies to 60 per cent and in August, 1979, as a political
move against the British government widely publieised
decision to provide crude cil to Scuth Africa, government
nationalised all British Petroleum (BP) in Shell-BP thus
increasing the government's participation interest to 80
per cent. As a result cof this, the Federal Government has
right to about 70 per cent of total oil produced in the

country.



September, 1979 witnessed another experiment in the
Fetroleum industry as NNFC moved from the procduction sharing
contract to Risk Servicing Contract in the unallocated
acreage areas of the country, Agip Africa, ELF Acquitane
and Nigers Petroleum Companies entered into the Risk service
contract under which they are to provide all the funds for
exploration, development and production of oil. Each Service
Contract is related to a separate blocck or contract area,
the primary term is between twc and four years after which
if there is no discovery the Contracteor forfiets all rights
in the contract area. If a commercial discovery is made,
the Contractor will be repaid his investments and as an
active incentive for the risk taken, be paid remuners#tion
based on an agreed formula. He alsc has the first option to

purchase a fixed quantity of crude oil produced from the area.

For completeness, it is patinent to mention that govern-
ment has entered its participation policy into the downstream
cperations of the o0il industry, firstly in cenjunction with
other state governments in the Federation, it acquired 100
per cent equity interest in Port Harcourt Refinery, and all
subsequent additional refineries are wholly owned by the

government,

By provisions of the Nigerian Enterprises Act of 1977
indigeneous participation was fixed at 60 per cent, except

for unipetrol which is wholly owned by the government,



Due to the stpategic importance of the oil service companies
to the industry, government through NNPC acquired an average
36 per cent of equity interest in all thesé services comp
anies while 60 per cent remained with the Foreign owners

and the remaining l per cent went to the workers in the sec=-

tor of the industry.

L.6 CONCLUSICN,

The analysis of the extent of Foreign Capital partice
ipation in Nigeria potrays that multinaticnal corporations
dominated the sector since the commercial production of crude
0il started in the country in 1957. The study demonstrates
the stiffling domination of the most important sector of the
country by private foreign investment. From acquisition of
concession to exploration, production, marketing, refining
of crude o0il and import of refined petroleum products and
derivatives, multinationul'corporations maintain a strong-
hold over the mainstay of the Nigerian economy. Although
Official policies were taken to reverse the situation, what

was done so far was not enough.
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INTRODUCTION.

The two sectors are chosen for study here due to
their importance to the economy in as much as transfer
of technology is concerned. The manufacturing sector is
reviewed here because it is considered to be the most
important indicator for industrialization and therefore
economic development, The transfer of 0il technology is
taken because of the strategre nature of the oil sector
to the nation's economy. In this chapéer the transfer of
0il technology and transfer of technology in manufact-
uring are dealt with, The concluding part assesses the
extent to which the transfer of technology has occurred
in each of the sectors considered and the relevance or

the appropriatiness of the technologies trarsfer so far

is looked into,



TRANSFER OF TECHNOLOGY IN
MANUFACTURING.

HISTBRICALLY Multi{vational Mma@nufacturing companies,
like multivational oil enterprises came to Nigeria
first to sell some established sales Ontlets. No
manufacturing was above before the second world war,
The reason was that the Nigerian Market was not
large enough to warrent manufacturing..Neither
taiff baoriers nor competitive pressures compelled
it. Multivational manufacturing companies also came
to Nigeria for supplies, Some integrated backwards

to invest in mining or agriculture;

To the extent thet the manufacturing companies
was a trader; it introduced new wants as did other
traders, Sometimes in connection with mining and
agriculture, companies built processing plants, Not
until the late 1950s and 1960s did multivational
manufacturing enterprises begin on a general basis
to establish subsidianices with factories to serve
Nigerian markets, When they did so, it was because

they could no longer penetrate those markets with

exports from abroad. From pharmacenticals to deter=-

gents, products once imported were made in Nigeria,

The charge during the postman period was dram-
atic. An example lies in the transformation of
unilever operation from 1949 to 1965. In 1949 unil=-

ever, through United Africa Company, grew bananas,



0il palm, timber, and rubber in Nigeria. By

1965, the company manufactured in Nigeria rubber
cushions and pillows, crepe rubber and sheet, vehicles
(assembly only), leaf springs, cigarettes, meat products,
packing materials, cotton yarn, plastics, prestressed
concrete, cement,bicycles, matresses, furniture, raclios
(assembly only) sewing thread, cotton textiles, jq.e =
cream, car batterres, toilet preparetions, stout, beer,
mineral waters, reconstituted milk, and stationary. By
1965, unilever has univested in 72 factions in tropical
Africa, sometimes on its own and sometimes in joint ven-
tures, mainly with European partners. It provided

commercial management for 55 of these ventures and

technical management for 3l.,

Whether a multimational company established a :
processing plamt in connection with its mining of agre
icultural venture or a manufacturing unit to serve the

country, the multivational corporations transfered
technology. The difusion process was, however, slow, It
took time for Nigerian to learn the foreign technology.
United Africa company, the unilever subsidiany had

established its first training school in Nigeria in 1934,
at burutu, which was the headquarters of the company's

river fleet, The technology taught there was not that of
manufacturing.



At sapele, where it had a timber operation, and came to
manufacture plywood and blockboard as well as crepe
rubber and sheet, united Africa company established
another trajning school. One of %ts partners in manuf-
acturing, Niger Motors opened a training school in kano,

Before the 19508, foreign companies that came to
Nigeria and went elsewhere, difused technology primarily
because it was profitable for them to do so., New
concepts offered the basis of profits. The teaching of
specialised skills meant a better work force or cheaper
higher quality, purchased supplies and services, Indu-
strial discipline meant highér productivity. Sometimes
it is politically desirable, and thus profitable, for
the foreign firm to diffuse technology. The multivat-
ional coroporation in the post-world war II period,
operation are not charitin or pubhlic service enterprises,
They have technological know-=how and talent and can,
will, and do transfer and diffuse this technology
with;n the context of prévate gain lj. They often have
superior access to other's technology than for a firm
in a developing country, This is because they have

the capital and trained man power to do so.

The waves of foreign companies bringing technology

from overseas have acted to alter the economy of the

L 4

CountI‘Y.
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Technology has been transfered to Nigeria, that is,
physically caoried here, in terms of products, concepts
and processes. But the absorption has been a slow and
gradual affair. The result, however, should not be never

estimated., The charge has been substantial, 5

As was noted earlier in table and with the unilevers
example just given above, the type of univestments in
manufacturing is clominated by low technology activities,
Investments in low technology manufacturing stood at
67.5 percent of the total investment in manufacturing in
1965 compared with on 1.5 per cent for high technology
mandfacturing. Also while low technology manufacturing
acconnted for 75.8 per cent of total investment in
manufacturing in 1972, the corresponding figure was only
12.2 per cent for high technology manufacturing.
Therefore the type of manufacturing done by the multiva-
tional corporations are mainly consumer foods like
cigarettes, beer, furniture and so on, But there is no
doubt that transfer or diffusion of technology has taken
place. The question is whether the multivational corpor-
ation is diffusing the right technology, the one appro=
priate in terms of the nations factor costs or in terms

of the country's need to create full employment2,



One of the propornects that technology
traﬁsmitted or transfered by multivational corporation
can be appropriate is professor Raymond Vernor. In res-
ponse to charges by critics of multivational corporation
that the MNCS encourage inappropriate patterns of cons-
umption in underdeveloped countries, he contend: MNCS
even if they influience the patterns of consumption in
the less developed countries they do not distort it,
According to him the multivational corporation uses the
world as its market, it has advantage in the development
and marketing of new products and a bank of information
from which to forecast greener pastures and that employ=-
ing advertising skills to desseminate new products or
create a demand for it is not a distortrin but an exce-

rcise of marketing concept .3

Another view points sees the multivational cor-
poration as the veritable vehicle for transfering {.e~
hnology. The early precepts for development adopted by
the lessdeveloped countries recogorises that to tranf=-
orm their societies, the lessdeveloped countries should
industrialise by encouraging private foreign investments,
Also intetnational trade provides an opportunity for them
to buy technology from the market, The M N C ia recog=-

nised as the commercializer within this market, Having

reduced technology to purchasable commodity, one
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one can acquire the rachines, the materials and the
management staff to operate it for a price. The respos—
ibility rests on the host country to acquire the right
or the appropriate technology - the production technolo-

gy and discard the consumption technology. L

Vernon also rejects the nation that uses of adve
ertising and resulting product dissemination are harm—_
ful to underdeveloped countries, stimulation of demand
for any product is nota distion. So long as the MN C S
intro;uce products and processes that are new to less
developed areas that would otherwise not have been int-

roduced, there is a high probability that such enter-

prises add to the capabilities of productivity the

local labour and capital- 5

Therefore to the proporents, multivational cor-
porations have an advantage in product minovation, de-
velopment and marketability as a result of which it
aspires to maintain digopoly advantages through various
marketing and ddvertising techniques. M N C S uncrease
economic capabilities of the host countries through
product improvements adds to productivity of labour and
capital by establishing subsidiani~s and transfer new
market techniques, finally by establishing subsidianies,

investing capital and providing personel, the MNCS erode
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The base of their bargaining power vi- a- vis the host

country,

But here in this country what we actually have are
bicycle and car assembly plants, paint mixing, canning and
bottling using iImported chemicals, This has led to a type

of strategic dependence, Whereas we were previously depen-

dent on imports of manufactured items now we are increase-
ingly dependent on the importation of equipments and raw
materials and spare parts, without which our manufacturing

industries will grind to a half.,

In 1960 consumer goods accounted for over 60 per cent
of total imports; by 1983 it has declined to about 27,5
per cent, This does not mean successful industrialization
for us. Because now machinery and raw materials accounted
for over 67 per cent of our imports., This high import
intensity lends credence to the suggestion that what is
happening is not production, but really a disguised im=
portation. This high import dependence could also be seen
in another way., There industries have very little, or no’
linkages, with the rest of the economy. In 1966 a study
slowed that 93 per cent of the total sales by the agricu=-
ltural sector is made to other counties and to households,
and only 7 per cent is made to local industries 6,
What situation has not charged much can be seen from

recent reports. Not only have the old establishments



been clither clocing down or working at less then full
capacity. The textiles industry which employ almost 250,000
workers, is in serious trouble because the Nigerian cotton
Board is enable to supply even the 70,000 bales it
promisedfout of an estimated requirements of 650,000 bales
of cotton) (7). The peak milk factory was shut down three
times in 1984 above due to shortage of raw-materials, red-
ucing supply by an estimated 510,000 (8) cartons. The
Nigerian Tobacco Company, the country's largest Tobacco
manufactures, said it may shut down its two factories due
to shortage of raw materials., This was not Tobacco which
was lowally produced by some 60,000 farmers, and account
Tor 97 per cent o1l raw materials imports, but it would not
secure the other 3 per cent - wrapping paper and filter
tips. (9) while the general manager of west african port-
land cement compay, with two factories, and supply over

60 per cent of the total local production of cement, claim
that the major problem of the industry was a shortage of
cement paper sacks 10, Detergent production, one of the few
areas where we are said to be self sufficient also suffered
from raw material shortages. production of detergent decli=-

ned by 60 per cent last year 11.

The other major problem with the manufacturing sectoe

is the types and prices of its products the bulk of the
produc il aro noneentrated on a narrow range of industrial

enterprises
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and product thpeas *ho largac* Lilng fuod, drinks,
beverages and tobacco industries, followed by textiles
and leather rroducts, drugs and chemicals, metal products
(pans, beds, roo’ing heets etc), paper products and, in-
creasing” -, vehicles assembly. The choice of produc$s is
typical of the import substilution strategy, which gives
prominence to consumer goods prewiously being imported,
ostensibly to save foreign exchange. But this strategy
increases import dependence, These products are the wrong
type to start with, because they are neither geared to the
needs of the vast majority of the people of Nigeria, nor
based or: }~r21 resource-use; nor do they develope the
technelogy and skills required to re-pruducs themselves

and other indust:riczs.

Not only are these products the wrong type for any =
country wanting to industrialise, they are extremely
exXxpensive; a combination of lack of competition due to
tariff barriers; high import content; inflated machinery
and building costs, The Cement Company of Nofthern
Nigeria, Sokoto, in a case in point. Commissioned in 1965,
it never really took off, and it soon became obvious that
not only was the price of the machinery 1nflﬂted; but it
was the wrong type of machinery, and a reconditioned one
at that, By 1982 and additional 115,928 million had been

spent and the factory was still in new of a further
#20,773 millior.
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just to make it financially viable, Most of it being pay=-

ments for equipment, and management consultancy, etc, to
a few European firms, It is doubtful if the company could
find its footing even by the end of the resurcitation

programme,

Another example is the savannah sugar company at
Numan, which was conceived in the second Dewelopment Plan
period; 1970-7l, as a complex estimated to cost under
¥60 million. The cost kept on rising until in 1982 when
the government took over full control. By then it was on
the verge of collapse short of chemicals and parts, owning
more than M28 million and unable to operate even at 10
pe; cent capacity, while total amount spent by 198l was
over ¥297 million. The central problem was that all the
machines were old. All these extra costs (plus commissions
and kickbaks) would have to be aharged untimately to the

consumers of the sugar,

Another important problems of this sector are the
extent of foreign control of, and surplus extraction from
this sector. Triba calculated that of the 2079 shareholders
in registered companies, about 39.5 per cent are Nigerian
and 60,4 per cent foreign. The ezxpatriate control is even

higher if we take only those owing shares above #200,000 -
26.4 per cent to 73.6 per cent of Nigerian and expatriates

respectively 13. This was before the indiginiztion deczee.



The financial times estimates are shown for 1966 to 1976

in table Although

Ownership of Manufacturing Enterprises In MNigeria:

1966,1970 & 1976,

YEAR B

1966 1970 1976

Foreign 81.5 57.3 56.7
Nigerian 18,5 42.7 43,3

Sorra: Nigeria Twenty Years of Independence, fina-

ncial Times, 1980 P 70

update table.
the decree had promoted Nigerian shareholding, foreign
control over the economy is still massive,

The near total, effective foreign control over our
economy has serfous consequences, not the least of which
is that, especially in manufacturing, the decissions
about what to pr®duce, with which machines, using what
raw materials, who is to manager the operation, and at
what costs; all there are left to foreign, or ™technicalm
partners as they are called, as they are called, The
Nigerian are mostly concerned with how much equity they
control, who gets the constructing and other subcontruc-

ting jobs and how to conrner the marketing of the products,
The end result is the massive over incoicing, transfer

pricing and excessive consultancy fees, collected by the
foreign méther company.



The issuance of import licences and foreign exchange
for these means taking money to relatively safer places
abproad. What is perhaps not fully appreciated, however,
is the little tpese foreien firms came in with from the
start and the extent to which their past and current
activities have been mostly, financed by loans from local
Nigerian source. The table below (table 5.2) shows how
much foreign firms brought into Nigeria as equity inves-
tment and how much they take out as declared profits,

patent fees, etc.

Flow of Payments on foreign Direct Investments:

Nigeria 1970 - 80

OUTFLOW INFLOW
Year Amount (USS Millien)
1670 385.0 205, o*
1971 4754 285,8
1072 609,1 305.1
1973 937,0 373.1
1974 610.9 275.4
1975 627.7 L71.7
1976 579.6 339.4
1977 763.4 439.0
1978 14088 212.8
1979 205,14 310,1
1980 875.9 600, 00
6,198,2 3,817,k

Source : Alkassum, Abbn And Uthers (1985)
The fligerian tconomic Crises (A 5 U U)




TRANSFER OF OIL TECHNOLOGY

Unlike hight industries = saw milling, bread=-
making, furniture~ in which Nigerian private
capital investment and enterprenuership‘partici-
pated in their development, the 0il industry has
been exclusively a foreign speration, Befare recent
major govermment equity participation and the este
ablishment of the Nigerian National 0il ewrperat-
ian (NNOC) in 1971 and the Nigerjan Natiemal Petro-
leum Carporation (NNPC) in 197%, the expleratien,
production, expart, and marketing cf ewyde. ei} and .
all petréleuym prndqcts and derivativee thero.i. were
undertaken by fereign oil wgmpanies end theiw sub-
sidianies or affiliates in Nigeria and abroag,

The vertically integrated nature of the oil

companies impeded free entry of imdigenoys entee-
prenuers into the oil-related service industries,

The prevailing vertically integrated struefure of

the firms ha@ constrained the indusigges esapability

of inducing investments in othe» aetivities especially
for backward unlikeges. The o0il eompanies sought and,
until recently, maintained contrel over sources of
crude o0il in order to produce it rather than buy,

and also safeguard raw material sgpplies for their
refining and marketing affiliates, This meant that

the oil companies were capable of predesigning

foreign outlets for the processing of oil. One of the
implication of the contiuning high velume crude oil
exports for processing into highly priced chemical
products has been the relatively low value - added

in the producer cé;ntries. Opportunity for the
development indigenous service industrf for oil related
activities like drilling,
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tubes and pipes fabricating and fitting, cement, and eng-

ineering design alsoc has been impeded by vertical integr-

ation in the industry,

In addition to relying on a number of other foreign
firms/contractors for the supply of services, the industry
also imports most of its non-labour imput requirements,
Although the heavy reliance on foreign sources for primary
and intermediate inputs - goods and services - has been
explained by the absence of capital goods producing in-
dustries and the shortage of the appropriate scientific
and technological manpower in Nigeria, these foreign

sources are often affiliates of the parent companies,

Payments for services of e#patriate firms have been
increasing, while payments to indigenous enterprenuers in
construction and marketing remain low and the industries
import in stimlating new major indigenous business
ventures also remains minimal, The few indigenous enter-
prenuers are generally concentrated in areas like prper-
line installation and other labour intensive service
activities, About 33 per cent of 0il pompanies spending
locally go to Nigerian enterprenuers in the construction
and service industries, Like all other spheres of the
industry's activities, foreign entreprenuers and contractors
accounted for about 70 per cent of the inddstries expendi-

ture outlay of #72 million in 1965,

LLCEIVED
£ A2 1004
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Wages and colaries to indigenous employees amounted to about

¥1,5 million, Yhe same condition prevailed until 1971. 14
The factual extent to which the econmic dominance of
foreign capital, the repatration of profits and other
forms of lcakages have offset the positive benefits from
the fpreign investment inflow itself is an important
emperical question of the secrecy and a lack of access to
information that is necessary for such verification. None

the less, on the basis of the difused data ayailable, one

conld safely surmise that the dominance of foreien investment
in a11 the phases of the industry's 2etivity has effectively
impeded the participation of indigenous enterprénuers, and
likewi=e confered undue advangage to the oil. Since the late
1960°, Nigeria enterprenuers have began to develop the
capability to provide most of the services currently under-
taken by expatriate firms. These inc}ude catering services,
transpoi L. sion, pipe laying, and the supply of manpower for
drilling activities, Given vertical disintegration and a
relatively free market in the transfer and acquisition of
0il technology, the requirement for meeting a broader scope
of participation by indigenous enterprenuers in the service
and othcr oil~related industries can be met by minor
improvements upon existing modes of transer and acquisition
of know-how, existing manpower and government legislation
for their effective use, How to promot these conditions, and
meet the r.quirements for indigenous participation, a vital

to the foture role of the NNPC and Nigerian 0il Industry,
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“here rre B2 principal media through which 0il tecnology
Le presuinea BT hove been trensfereed to the Naigerian oil
ustsr. TLoes cre the airact private foreign investment in
Praut «ald ccuisr:nt and the inflow of foreign technical
Jersoanel . - zkilled lsbowr, their interactions with
indigezouous varecnnel, as well as the technical training
»f Nigorians lreally and abroad by oil Companies. However,
the extcat of nctual technological contributions by the oil
irdustry to thc Nigerian ccomomy has been incidental and
minimal g - a7 fagtors sccount for this condition.
These inclucde: (1) the primary in*rcr.5t of oil Companies in
lilgeria, in crude o0il extractinn “nd its export to western
surope and North America; (2) the contuct of research and
dovelopement exclusively outsid> Nigeria - a practice not
Misue %~ Leoo il dndustrv: ‘2% heavv reliance on expatriate
personnel usually from the Country represented by the parent
Comoanyv: and _l) the vertically intigrated structure of the
0il Comprnies. This verticallv embraces all phases of the
influstry oil exploration to the marketing of oil products.

The existcnce of these factors in the developement of
the industry has effectivclv limited active participation by
vdgerians in vpstream or & ...." activities or both and
thereby hampard the direct ~nd indirect acquisition of
eoo=cnrisrte tochnicnal know=hnw through the two principal
medie Just described.

The last of the four fact-rs listed above is perbaps
Too o wneh arve TaY hanguge the extecnt to which the practices
asnoclated with thc ooli. L . «'"rs are maintained depend

7 the ermp” 2teness of the vertical integration of the industry.
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The implication of the third factor is low contribution to

the industry's value - added by indigeneous factor inputs
measured in terms of wages and salaries and expenditure of
the government less intermediate goods, In addition to these
two payments, Scott Pearson included in his study harbour dues
and port charges in measuring the industry's value-added to
gross national product. It ranged from ¥7.7 million in 1963
to #¥32.0 million in 1967, with an average growth rate of
45.8 per cent during the four years. 16 The structure
prevalent in the industry, particularly the fully developed
integration forward into marketing by the major ocil comp-
anies, poses an apparant barrier to the entry of indigenous
enterprenuers and their active participation in downstrean
operation, thus limiting competition to the few major oil
companies constituting the international oil cartel. It is
understandable why the oil companies desire to maintain
exclusion rights to their technological know-how., The
question = how could international oil companies enable
producer nations to master the technological know=how of

the oil industry? - has been asked repeatedly by the producers
nation, but for obvious reasons no definitive answer has
been forthcoming from the oil companies. Clearly, it is

this know=-how and the expertise tc use it effectively that
ensures the indispensibility of the oil companies to the
producer countries. Thus, the game theoretic assessment of
the posture taken by o©il companies vis-a=-vis the producer

countries suggests a zero - sum - game situation.
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On the other hand, making the technological know-how ava-
ilable on a non-propiretary basis to the producer countries
would deprive the cil companies of their advantages and the
useful basis of their existence in these countries; on the
other hand, the issue of fair exchange between both parties
remains perennially mnsettled, The expertation that oncethe
producing countries have acquired appropriate competence in
0il technology they would seek to complete control of their
respective oil industries has also posed a potential, but

a major competitive threat to the vertically integrated
structure prevalent in the industry, and has thus forest-
alled easy availability of oil technology to producer
countries, There is an apparant concern among major oil
companies over the prospert that even if technological
know=how is made available at a "price", it may not fully
reflect to the lost oppotunities to the company supplying
the know-how, namely, the predegifnation of foreign outlets
for the processing of oil and expert market, transfer of
value-added from the producer countries to the affiliates of
the 0il companies in the advanced countries, and maximization
of retained earnings. In general, oil companies have tended
to be relatively less resilient in the transfer of oil
techbology than manufacturing industrges. 0il technology,
particularly in oil recovery, had ensure much higher rate
of return on the oil companies investment than down stream
activities, hence the highly proprietary nature of this

technology.
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The risk factor however, is relatively high. These condition

have tended to constrain both the =>cuisition of foreign
techbology and local initiatives in the development and the

use¢ of local inputs for the processing of oil and gas.

There arc two seemingly facile modes of acquiring tech-
nical know~how in the o0il industry. These are (1) "Learning
by doing" among the indigeneous manpower through the use of
machinery and equipment, and (2) planned company skill
training programmes off and on-the-job in the application of
available scientific knowledge and the development of oil
technology. Each of these parallels the media identified
above., Generall¥ the flow of technonlrey intoc amining and manu-
facturing, for example, in the developing countries tends to
be in a "packaged" fridm leaving no room for active local
participation in its technological adaptation and therefore
leaves little rcom for "learning by doing". Planned company
skilled programmes have also been strictly ceontrolled and
the tendency has been to ccncentrate on the training that
companies consider condusive to their efficient management
and in their corporate interest. Both modes have only become
more apparant since 1970, znd the changes they are undergoing
have been compelled by govermment policy rather than by the

choice of the foreign oil companies17

Like most enterprencurs, the oi) companies were not
interested in developing indigeneous experts and in the early
years most oil field operation problems were solved by
seeking advice from their home Offices or flying down experts

from abroad.
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The 1969 Petroleum Decree was enacted to encourage train
Nigerians to man the industry. The T.cre. reguires the holder
of an 0il mining licence to ensure that within 10 years from
grantimg of the licence, the managerial, professional and
supervisory grades shall reach at least 75 per cent of total
number of persons employed by him and the number of Nigerian
cttizen in any one of such grade shall not be less than 60
per cent of the total. Further 2ll skilled, semi-skilled

and non-skilled workers be Nigerians,

Table 5.3.

No of Nigerians in Managerial & Professional Cadre

by 1979.
Exploration/production companies.
Nigerians Expatriates
Management 50 Ly
Professional 1255 295

0il service companiusi

Management 35 88
Professional 51 212

Source: Nigerian National Petro.icum Ccorporation, Lagos.
up date.
Exploration/production companies have 50 Nigerians to

Y4l expatriates in the managemer+t cadre and 1255 Nigerians to

295 expatriates in the professicnal by 1979 (see table 5.3)
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Inspite of all these impressive statistics, there is still
a measure of window dressing in promoting Nigerians to key
positions for which they are not adequately prepared.
Consequently there is currently a mere intensive use of
consultants and contract staff who are not listed in the

manpower return of the company.

When one looks at the oil service companies that pro-
vide the vital skills and gechnologies required to sustain
the industry, the situation is more depressing. Of the to=-
tal of 123 staff in managerial category in 1979 35 were
Nigerians and 88 were expattriates; at the professional
level there are 51 Nigerians and 212 expatriates. Unfort-
unately the 1969 Decree did not regulate the activities of
the oil service companies, and it is only recently that NNPC
and the appropriate Ministries are co-operating to improve

the situation through the mechanism of the expatriate quota 18.

The worst area of scarcity of local man-power and
effective Nigerian participation is still in the service
sector. This is where the Nigerian enterprenuers, and Niger-
ian directors of the foreign oil service companies can make
a vital contribution by pressing for more rapid and train-
ing Nigerian technicians for o0il industry.

The poor manpower develcpment in the oil industry can-
not be wholly blamed on foreign companies. Nigerians should
share the blame due to their attitude to work and lack of
nztional commitment. The third National Development Plan

(1975-80) made a provision for the sum of ¥5 million to be
spent on manpower training during the period.
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Also a special fund (Petroleum Training Development Fund) for

training Nigerians in oil matters in Universities at home

and abroad was established.

When compared with our counterparts in the oil produc-
ing developing countries, the puhlic scetor has certaihly
not dcona enough in the past to champion the cause of training
Nigerians in any sector in the economy. There appears to be
cn the crucial need for training technicians by the thousands
to man our vital industries but unfortunately, all we seem
to emphasis is university education and waterdown university
courses in our so called colleges of technology. The vital
technician who can repair an electronic piece of equipment,
or a monitorgng investment in the field still has very little

formal training facility in Nigeria.



5-3!

%
CONCLUSIONS

Transfer of technology has taken place in the manufact-
uring sector. What is arguable is whether the multinational
corporations transfered the appropriate technology. To people
like vernon the MNC, with the world as it market place, has
variety of information from which it developes new products
and markets them. It creates demand through the use of ad-
vertising skill to desiminate new products, This dces not
entail encomragement of inappropriate patterns of consup-
ption in a developing country. Multinationals also reduce
technology to a purchaseble commodity and the purchaser, in
this case the host country bears the responsibility of
choesing the'production technology! and eliscord the'cosu-
mption technology!. As long as foreign owned enterprises
are introducing products and processes that are new te less
developed areas, and that would otherwise not have been
introduced, there is a high probability that such enterprises
add to the capabilities and productivity of local labout
and capital. Tc the propornents of M N Cs* operations,
private foreign investment is Menificial to the developing
countries economically in as much as their investments

(a) Ccreate emplcyment, .

(») Save foreign exchange through import subsitution
industries, and (c¢) develop local skills, All these they

argued, benifits the rest of the eccnomy,

But the critics of private foreign investment argued
otherwise., When an investcr decides to invests in a manuf=-

acturing venture, sewveral reasons influence his decissionj;
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(a) He may wish to ccntrol the raw material at the
source so as to strengthen his monopolistic control of the
market.

(b) He may wish to dispose of cbsolete machinery,
which may have given several years of staunch service in
Europe or America, but is now quite unfitted for the cut-
throat competition at home agravated by mounting labour costs;

(c) He may wish to take advantage of low local labour

costs.

Crities urgued further, it is a fallacy to contend that
foreign investments save foreign exchange. It would often
appear adwatageous to the foreign entreprenuer to produce
his commodities in developing countries rather than have
them imported from his Eurcpean or American, or Japanese base
for several reasons, First, he would be assured of an ideal
menepolistic contrel of the market and could thus maximise
his profits, which would far cutweigh the advantages denied
from economics of scale while he would have enjoyed had he
produced there commcdities from his home base. Secend,
because of protecticnist policies for infant industries
which eliminates all existing and potential competition, he
would be in 2 position to raise his prices at will, as well
as lower the quality of his goods., Third, as a result of
government inspired compaigns to 'buy Nigerian', artificial
appetites for his prcducts would be whetted, ensuring a
much higher turnover arnd cunesquently even mere profits.

Finally not cbliged to reinvest lccally he would be
in a position to repatriate his considerably enbanced profits-

all, of course, in forelgn exchange.
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The end result would be no different. On the balance, there-

fore, the advantages to the country of saving foreign exch-
ange, would be out weighed by the disadvantages, not only
in terms of the now cnchanced net cut flcws, but also in terms

of the resultant distorticn cf the econcmy.

On the whole, therefore, it does not seem to be attract-
ive tc subordinate our national interests to those of the
foreign investors, Foreign investments distort the balanced
develcpment ufla naticnal eccnomy in that they entail a div-
erssion of limited notional resocurces from the crutial areas
essential for the development cf a naticnally-oriented eccnomy.,
This is ancther way of saying that foreign investments have

the effect cf perpetuating our under-development.

The vertically integrated structure cf foreign firms in
Nigerian cil industry has feostered conditicns inhibiting the
"free" and effective transfer of technolcegy. Althcugh no
direct cansation has been established between these conditions
and the acquisition of c¢il technclogy in Nigeria, the ability
of the ccmpanies to maintain exclusive rights in the use cf
their technclogical know-how appears to have been facilitated
by the integrated structure cf their operations, Recent changes
in national pclicies tcoward the c¢il industry, especially
the participatory relaticnship between the government and the
0il companies, offer some basis for ancther form of inte-
graticn that has potential benefits; namely, the proper inte-
gration of the industry with the rest of the eccnomy.
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Cf ccurse, there is no autcmatic link between government

participatiocn or majority cwnership and effective technology

transfer.

There is nc ccnclusive evidence that the acquisition of
cquity in itself has any apparant impact cne way or the other
cither on the pace of acquisiticn of technological know-how cr
the development of lcecal technclegy in the oil industry.The
final measure of pcsitive changes resulting from government
participation in the industry depends ocn NNFC's effectiveness
in the acquisiticn of technology, the transfer of technology
frcm the industry to the cther sectcrs of the eccnomy, and on

the extent tc which Nigerian entreprenuers become invelved in

the future develcpement of cil and cil - relatéd industries.

In comparisicn tc Nigeria's weak positicn in its bargain-
ing with the cil companies in the 1950s and 1960s, the NNPC
since its establishment in 1976 has cccupied a strcng bargaine-
ing position in its search for cil technelcgy. This position is
likely to get stronger as a result of its overall participatory
pcsture, and a centinuing relatively high werld demand fer oil

and ©il products,

Itﬂ’ﬁigz;ia's capacity to acquire and absorbd suitable tech-
nclogy and develope indigenecus one shculd be enhanced by the
NNFC's policy tc promote partnership and licencing agreements
with willing suppliers of technclegy, and diversify sources of
technolcgy; ccncentrate cn building up local manpower and
R and D capability; increasing local technical competence, a
factor that may have been under estimated; and continually

court the inereasing number of foreign govermnments that are
pctential suppliers of cil technology.
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In the NNPC's build#up of indigenous technological
manpower, a shift from the planned rapid expansion in
high-level manpcwer development in 1972 to short-and
medium -term development of middle-level skilled techicians
is essential for the effective acquisition of foreign
techmology, because the lates group fews to adapt mere
readily than the former in relating imperted technolegy to
the preveriling naticnal conditions and needs.

The future of the cil industry and its contributicns
t¢ industrial development, cgricultural and manufacturing,
will depend on the practicability of nationzl science and
technclogy policies and stratejies. The effectiveness of
the use of income from cil, which accounts for about 90
per cent of government revenue in the last quarter of
1974, in the acquisition of equity and manpower patici-
paticn at all skill levels for the develcpment of indi-
genous manpower and kncw=how also depend on these overall
pelicies and strategies, The sober fact that oil reser-
ives are ginite sounds an important imperative note for
the rapid expansion in financial benifits, but the opt-
imum plan is the one that includes financial as well as
. long-term technological wenifits. Given that technology
‘ transfer and acquisition has not ®een a corollary of
private foreign investment in the Nigerian oil industry,
public policy must ensure that financial resources from
0il are directed to programmes ana projects capable of

promoting long~term technological benifits for national
industrial and agricultural development.
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Industrialization (manufacturing and agriculture) is, of
necessity, an alternate source of income and employment

after the depletion of oil reserves,
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CHAFTER SIX

CONCLUSIONS AND RECUMMENDATIONS

The overnll plciure that emerged from the foregoing
expogsition 18 that of multinational lominance of the monue
facturing and the congiruction sectorn of the economy.
Multinntional corporations dominated thesc sectors since
the syart of industriliasation in the rost-war era. There
ie heavy caoncentration an consumer good manufacturing
with low technology, hioh import dependence and low vnaleu
added. In such critical areas as the export of capital to
to eountry, transfer of technology and the generation of
linkages with the rest of the economy, the multinationgle
in Nigorian wmonufacturing hrve contributed relatively
little,

In Chapter Three, we 8cw how the multinational core
porations deminoted the baking and shippinn sectorse The
service sector particulerly banking, seen associated with
higher yieldby the Nigerian multinational corjorations than
their parent/ossocinsted compenies in their home countries.
what makes this particularly cxasperating is that unlike
sectora such as 0il, manufacturing and conatruction, the
domination in the baking sector ia not reslly based on
high technoloaical or capiital recuirement. Nigerian

re.ourcee and staff are uned in most cas.ad.
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The study on the o0il secior shows how nirivate
foreign investient and iw vehicle, the multinationals
dominated the sector., The wmultinational corporations
dominoted from exploration, production, refining of
the crude oll, marketing and importantion of refinad
0il and oil releted produc .s. Farticipation in the bpil
sector demands large capltnl investment and cntails the
posession of high and so histicated techwselogy, both of
which the Nigerian enterprencur lacks,

Transfer of technology in two seciors of the sconomy
hae been finally assesscd - transfer of technology in
manufacturing »nd tranefer of gil technollgy through
private foreign investment, Thie kind of investwment only
leads to net Eepitol obtflow, ond therefore contribute
negatively to our bolance of payments position, distort
the balanced develonment of the national economy in that
they entail a diversion of the }imited notional resocurces
from the crucial areas essential for the development of a
nationally integrated economy. They elso hove the effect
of wetting oue appetite for non-gssential products, whose
equivalents are produced locally and thercby displacing
local capital and resources.

As the import cubstitution manufacturing strategy
adopted since independence i n failure, there is a noed for

an alternative approach that establish the basis of a selfe
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gustainino indu: trislisation and engure effective and
genuine control over our dom:stic rescurcee, he products
adopted, especially in our choice of products, industrial
struciure, ownership and distribution patterns, cholce of
technolagy, must be conglstent with these objectives.

1 The first plint to make is that the 'key' teche
nolopies for our purpose can be vinue to us only, Tech=
nologies reluted to troniecal ageiculture, publie sidlitics
and punlic works can be approprisie and therefore ocur
efforte should bo directed towards inuvceting in such areas.
Furthermore, many of the industrial technologico renuirad
are ralntively old ones, often not requiring okills that
only multinationals have, and not involving problems af
patent protectiona That means many technolaglies that is
key to us can be obtained from other unurgea other than
the multinational firm, throunh indigenous development,
through technical ascistance froam governments and private
grganizatlona in the adv.nced cqyntries and through cosul-
tnts, As multinational firmz in this area ie a relatively
old industry with reletively stable anid widely available
technologies, the most ceitical contribution that they can
make 1s probahly through tranafering 'software' technolaglczs,
in other words, okills relatine to management, accountancy
technicians, foremeni, cete.ce Dy treinino and upgrading
logal nationnle and contributineg to local educational

programmes.
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i, To pursu2 an objective of ac uiring of self-
systaining technology, we must bose our chose on the pra-
ductign of the basic matericls required by our population
(food, clothing, drugs, cducationnl materials, household
itemsg); the production of intermediste imputa for industry,
construction, tran port, communication, the praduction of
tools and employments for anriculiural produetion, and most
importantly, the production of machines and touls for the
production gf aother machines.

11i, Aftes all theso h-ve been met, vwe con even elm
at the export maket for manufactured products. T(he pro-
duction of crude and refined netroleum and natursl gas should
aarve this strategy, both in terms of the foreign exchanga)
garnings to import tho canital noods for this industrieali-
zatlon, and in providing tho cheap and reliable energy
base essentinl for ii.

iv., e should definec these producte in specific
terms, We should start by reversing the process, flot in
the sence of going back in time, but of starting, not with
tho import substitution of light congsumer goods, using
imported technology, parts, raw materiamls, and 'exportise';
rather by developing the eepacitv to transform materials
in raw, or ore stage into useable innite of other industrice.
~gpeeclally iron an¢ ateel, and acnuliring the skills, tools
and machines far the raproduction and maintenance of

themaelves and other machine tools. These should be glven
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the highest priority. They actuaslly fall into three
categories:

(a) The first are the capital goods industrics
that produce the tools of in“dustrimlizations, Centrpal
to these are the mochines togls. Machine touls
are thg presses, drills, and lathes which are used to
produce themselves, and other industriel eguipments such
as trans;o-t and communication equipments, agricultursl
machings, textile looms, chegmignl complegxes and .m.il].l.

(b) The second are the basic meteriale industriesy -
These are the industries that tranoforme raw materisls inta
useable intermgdicte ipputs for subsequent utilization by
other industriesg Fogz axémplg* ihe chegmieal ingdustry
produces acids, caustic soda, dyes, chlorine, sodium cer-
banatey, for usc by the phamageutical, fe tilesy, metallurgy.
and other industries,

(e) Thirdly, but as much as posaible, simultancuasly
weg should focus on the industrious use of these products,
especlinlly anro-industrail itemg, that lirectly megt the
consunption need of the pcople. Emphasis should also be
given to goods and services thot maintain and reproduce,

and enhance labour,
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