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ABSTEACT .

This thesisanalysed the role import 51.|b:;tltuiinn.-
industrializalion strateqgy (151) could play in the
Industrial pevelopment of Nligerlaj; using Nigerlian Papoer
Mill, Jebba, as a case study. We analysed *and éxplained
the activities of NPM, Jebba from its Inception up to
1988, This we did with the sole alm of exposing Lhe
trend of aclivities in Epis import su!sfllntinq intustry
as the economic situation of the nntif-n ~xhibit, which
is pecullar to most import substitutino injustrics in

Nlgeria. The approach adopted in this resdarch is Lhat

of descriptive analysis.

We advanced a case for 151 as the haen for inmg-
trial development and that export promotion straleay
should be a follow up after the industrial base is con-
cretized via 151. This is I\a:‘-;:"l N fh!".f'-\"_‘i_ that a
nation thalt aims at self reliance shnnid abttemplt meeting
the domestic demand in term of qgoodls and corvices
before exportation. The nation must look Inwards 1o

exploit
/ : all available resources with which to produce

the needed goods and services. Wwe discovered thatlt, the
fallure of 131 in the past was due to defects and con-
ventional approach in the implementation of the policies.
The bouyancy of the economy in the 1970s aided the
deviation from the achievemont of self reliance objeclive

of the nation, as the revenue from oll was mis-used,

We also discovered that the weaknesses in the execulion
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of I‘f}lif‘ insa anave the foraianeors the o aala 'Hlil".' nf
managing ond controlling the sensnitive sectors of Fhe

=¥

economys, At the ol'jectives of the fareianoers diffor
from that of the natien, the achinvenonl ! tho nationsl
objectives Lo some extent became an iVlusion,  Thizo®
manifested itzelf in the contimious dopondoncy of the
nation on the uestern nations, even aftor Luonly-~icht
y2ars of indepepndence. The t*damageg' associatad with
this dzopendency syndrome bocame exposcd in the narly
19805, as developed countries lost confidence jn the

nation's capahility to pay back her dolts, honce ajgnre-

vated the ecconomic crisis.

Cur findings indicated that this poviod of ccononic
L4

crisis serves as a point of inflexion in the nationts
industrial developrentes twost of the impert substitaling
industries that were not encouraged to source their in;uls
locally arr nou force to look inwards for most of those
inputs, This ve attributed to the scarcity and hich

rate of forrion exchange, which makes it Aifficull to

import most of the rav materials.

12 alse discovered that, with this hard timee,
these indvstricrs are hecoming Innovative and the linta~on
that were lacking in the past is waxing stroncer ancng
the industfies. The industries are forcedlo dejend on
each other for inputs to survive. The economic situa-

tion and the tharsh*' policies takan to achieve ecrn nic
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recovery has forced most foreianers in some of Lhonss
industries to lrave the country and they are being

replaced by capable nNigeriansa,

Based on our findings, we concludned 'llmi'. T
should be aiven top priority, which will enhance oovern-
ment export promotion policy. policy makers and axacu-
ters should make sure conflicts do not exist in policy
mair:ing and execution. Flnally, the aclivities of
foreign {irms and thelr local a ents ::ht\:t':l.]'.rl ha ‘moni Loy

effectively.
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CHAPTER CNE .

Historlcal development has shown that inductriall: a-
tion played a leading rele 1n economic deve‘upmon{ of
the developed countrlies (pCs) both capltalist and socialist
alike. Emplrical evidences are avallable (o butlress
the fact that the country that eslablished a struna Inddné
trial base lays a solid foundation for economic growkh
and developmnnt-1 For instance, fritain was a net oxporteg
of agricultural goods, but after her industrial rovnlutlon,.
exportation of manufactured goods carried ; lion chare of
her exports. The united Slales of amerlca by late 19Lh
century started changing her structure of preduction,
For example, the proportion of her worklng force engaged
in agriculture in 1870 that was more than 505, fell to 40%
~ by the end of 19B6h century, as labour moved Lo induslrial

sector, with output of the agricultural scctor on the

increase,

some of Lhe reasons that motlvated these countries

to change were the risks involved In agricultural business.

such include uncontrolable forces llke ralnfall, drought,
pest and diseases. Others are the high Income elasticitles
for industrial goods in the world market énd the exposure

of agriculture to the law of diminlshing returng.

e
b i

It is the recognition of the impact-of Industriali-
zation on the pritish, American, Japanese and the pussian

economies, that makes the concept of industrialization

v



almost become a magic wand for soclo=econonic development
of the thlrd world countries, Moct lass developod connt-
ries (mMigeria Inclusive) have accepled il ac Lhe Wh)ﬂrf
panacea to their development prohlems; forelqgn exchange
scarcity, unemployment, inflation etc. 1n addition, the
experience of some less developed countrie’s (5.0Cs) during
the Great depresslon of 1930s and during the Zecond world
wWar, such as stoppage of supply of manufacknred qgoods
encouraged them to take to industriallzatlon as a strateqy
of development. .

Higeria, on attaining political Independence i _
1960, continued to find herself as a prlma;ily raw malberials
producer for Britain and other industrializod cuunlriﬂn;
These exports were processed, turned to finished products
which were imported at exorbltant prices. 17his newvor,
augured well for the country hoping to achieve economic
independence and rapild develcpment;, hence, the nead Lo

adopt an Industrlalization strategy.

Nigeria like most LDCs opted for Import substitution
strategy of 1nduntriallzatlon.2 Import subsbtitulion
Implles productlion locally of goods which were hitherto
1mported.3 This 1s supported by 1lmposltion of tariff
and using quota on those goods locally prodficeds The
aim 1s to Industriallze the country and‘to.aédress the
balance of payments problem facing the natlon. Some of

the industrles established under this strategy in Nigeria

were textlle, footwear, matches, cement, sugar, paper etc,



with the ropen doort pollicy of the governmont,

foreign investors were allowed to establish or invest in
some of these import substituting induslries, Thoono
Investors managed and controlled the aclivities of Lhiese
industries, hence dominating the manufacturing soeclor-of

the economy. These forelgners, that are in Pigerin

mainly to protect the interests of Uhelr counlrics succeeded
in exploiting the country and repatriating the“huge

profits reallzed under the tcanopy' of the incenlives given

to them,

Twport substitution strateqgy that necessitaled the
establishment of those Industrins mnngiunnﬂ-vnrliﬁr
continued till the early of the 17°20s, when the cconomic
crisis of the decade exposed the weaknesses of the slyucs
ture of the esconomy, hence, the emphasls on export promo-
tion by the government.

rulp and papzr Industries

Pulp and paper products play a vital role in Lhe
development of a natlon as they congtitule the componenls
of Industrial package materials, text-books, newspajers,
varlous other publications and for sanltary purposes.

The requirement for these products Increases ag Lhe popu-

lation of the nation increases.

-

World-wide, the production of pulp 1s sald to have
reached 139 milllion tonnes by 1986, however, the roo
Agriculture oOrganlzation (FAQ) review shows Chat less

than 40% of the paper consumed In Africa was produced

1°C311Y-4 while Egypt is the lafaest producer of paper



— 4 —

in Africa, swazliland has the largest wood pulp production

in Africa.S

Fulp and paper industry as at 1929 In iigeria conpyises
of three major mills; Nigerian Paper 1ill, Jobba in puara
State, that speclalizes 1n the productlon of industrial
grade of papers, Nlgerlan Newsprint panufacluring Company
(NNMC) at oku=iboku In Akwa Ibom state and the uncompleted
mill at Iwopln In oOgun state, that is expectad to rroducé
stationaries. Other mills in the industry are converlers
of paper producls (as inputs) into fiﬁlshnd paper projuctse
The pioneer mill in pulp and paper productlon In Hiageria

is the nigerian paper nill, Jebba (NPM).

tigerian praper 11111, Jebba

Nigeria paper Mill in Kwara State 1s situated in the
historic railway town, Jebba, along Lhe bank of piver tliger.
The locatlon of the mill at Jgebba was pyrely on political
grounds, as over half of all paper products were purchased
In Lagos and all the raw materlals imported come through
Lagos. It is the largest in west Africa, mainly own~od by

the Federal Govérnment,.

The Mill could be divided Into two with Lhe recent
expansion exercise i.e. the old mill and the new mill,.
The erectlon of the old mill was contracted Lo Coultinho

Ccaro (a German company) and company of Hamburg at the rate



of £3 milllnn.G The construction work commenced arcnnd
1962 and by 1966, the mlll was embogaged in a financial

crisis.

The government was formally owing ©0% shares of the
mill, but later hought over Lh2 shares of cConlinho Caro
(10%) after the termination of the ceontract due to Lhe

civil war. The project was later commissioned in 1067,

with tessrs Blrla Brothers of Indla as NManaging Agenkbs

The mill specializes in the production of .dAndustrial
grades of papers and had the productlion rﬁﬁaclty of
12,000 tonnes of Kraft and dupllcating papers per annum.
This was only 107 of the country's requlremont of indus-
trial grades of paper, thereby leaving a larqge gap belbween
the demand and domesflsﬂsupply.7 The Importation of jraft
paper and kraft pn;of;rose from 10,887.1 tonnes in 1962
to 20,55741 tonnes and 56,044.2 tonnes in 1975 and 1283
renpcctlvely.8 -
At the beglnning, the mlll comprised of six deparviment:;
Mechanical, Pajper HMNachlne Number One, Elcctrical, Instru-
ment, Accounts, and Finisﬁing papartments, with the produoce
£1on exerclse Lakinq plaqe.in the, paper Mechine Hunber One
and Finishlng departmmnté. In order to mect the gnp
between the demand ané domestic supply for paper products,
expansion projects was embarked on. Thls brought into

existence additional elght departments; rulp 1Mill, sSoda
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Recovery, Flbre rrocessing rlant, wood vard, Tuwlin~
(Paper house), Effluent Treatmentl, tachine tumbere oo
and Three peparlments. This expansion exercice cost Lhe
government abent 225 mllllf'mQ and was commicaionod in
1985, The capaclty of the Industry increacad from 1.0,000
tonnes of paper to 65,000 tonnes of pulp and pnynr'ﬂ;rh

.

per annum,

The labour in the mill increased frem less than GOU“
workers In the 19605 to about 2,559 wurkerﬁ,_aé of'&uly
1988, with the number of forelgners rapidly decroanzing.

As of July 1988, only 12 Indlans were sLLll wilh the mill
compared to 61 Indians in 1984.10 The mill Lrics to take
care of the welfare of her weorkers by IUW?viﬁjng facilities
such as Industrial clinic, Ranking Services, rrimary Scheold,
Club and Accomodatlion faclililies. There exists a Training
Centre, with nrcessary faclllitles for Lhe Lraining of

their workers, workers from other mills and studoenls from

higher instlitutions all over the cowntry.

Nigerian paper mill, slncnvits inception, imported
pulp until 1982 when the mlll ﬂtﬂ?t“d-uslﬂj natural hard-
wood avallable in ligeria. The Long Fibre largely imported
‘allow paper to be stretched. the mill needed about 6,000
tonnes of thls fibre every year. Shortage of this fibre

due to difficultles In getting forelgn exchange hod led to
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harvesting aboul 3,500 trees dally [or the produclion of
some 200 tonnes of short fibre pnlp.ll

The raw malerial of the industry comprisen of fjimber,
Bleached Pulp (short fibre), unbleached pulp Ei.nn-_: ribra),
waste Paper, Alum, Roslin, Starch, Sodinm Sllicabe, “unﬁllc
Soda 5alt, sodium Sulphate, sodium Sulphide, Limestone,
Talcum powder, Hydrozlne hydrate, Cychohexanine, .'.-'l.rT[-hn:.‘l'Ir:,
acid, soda Ash and ruel 0il. tost of Lthese raw malerinls
are lmported. lowever, the mill i: now 10'".:!:1,11(; Muord
for substltutes, particularly with the (irsb Indioenous
chief exacutive of the organlzation. The ‘mi.ll i3 the

first of the two major paper mills to be hoaded by a Nigerian

Chief Execulive.

The Paper Hachines(gschnr Wyes) belng used in,the mill
are manufactured in Germany and spare-parls are painly
imported. The mill gpeclalizes In the producbion of indus-
trial grades of papers; krafl paper, sack kraft, kraft
liner board, flutting paper and white puplex Bhrocde  “leoo
materials constitute 98% of the mill's oultpul. The re—
maining 2% . is made up of slallonary !Iémx.L'Thv establishe-
ment of the mill is sald to e gavlng mora tth #650 million

"in foreign exchange per annum for the countwy.

Generally, the mill is sald to be pé;furming falrly
well. For instance, wlth structural Adjustment prooranme,
most industries are operating below 307 of Lheir capacity,
NPM however has been one of these few industries that has
been able to raise her 'head abové water' as she produced

42,960 tonnes in 1986 which represented 66% of her Lotal



— 8 -
capaclty utllization. The turnover of the company roce
from NA9 million in 1985 to 1174 million In 1786, e

. 12
Increase of 50,9%.

.

with the present effort of Lhe governmenbt to with-
draw from active participatlon in manufacturing acltivi-
ties, the mill is finding new sourcee of income. tor
instance, the mill has invested in other companics such

as Jakura Marble Industry (200,000 sﬁgrvn §[=u1.“n nrach)
and a majority share holder (75%) in Cﬂnirnl Fackages
Nigeria pimlted in order to generate revemie, The
mill's linkages with other compnnios.ls analysed in

chapter four,

Statement of rroblem,

Nlgeria, one of the former colonies of the pritish
empire, served as an agrlcultural estate of amall peasant
farmers, producing food for self generation and cash
crops for export (mainly to fAritain). 7The. Interest of
colonial maslers became clearer as they deyveloped physical
Infrastructures to link mainly areas within the counlry,

where cash crops and valuable minerals could be exploited,

The colonial industrial pollcy for Higeria reflected
and prombted the imperial interest. nigeria bacame a
major market for their finlshed goods. This markel, is
sald to be Africa' second largest market after that of
south aAfrica. 1Initlally, the manufacturinag seclor was

neglected. For instance, It was after the second world

war that Levenltlne, started to explolt the local market,



— 9 Lad
13 i
with the establishment of loc:al industries. Hounver,
foreign firms (multinational corporations) entercd Lhe
sector with the snle aim of protectina the markels for
their goods as this can be mustered from the survey cons-

14 The Ten Year

ducted by A.M., Hakam and Ronald NMaye.
Programme in 1945 by the colonial government aftractad

more forelgn Investors. For Ilnstance; the npmher'uf'com—
panies reglstered In Nigerla rose from an average of 18

per year between 1912 and 1946 to 93 gompanies per. year
between 1948 and 1958.15 The contribution of manufacturing

sector to Gross pomestic Product (GpP) increased fiom 0,49

iIn 1950 to 3.2% in 1960, .

Afler accepting Indusirlallizatien, as lthe key 1o
real progress and lasting prosperity, plioeria opted for
151 as a straleay of development byk]qﬂﬂ. The policy
‘makers felt il necessary to change the dependency relation-
ship thal existed between Nigerla and the estern yovld,
In the late 19508 and early 1960s, Hiveria Jike most
developlng nations was faced with a chronie balance of
payments problem and ;hg daploriqn of her external rescrves.
From appendix el ?-'“i_/_.;f@- discoverad that overall balance
" of the balance of payment was in deficit for the half of
the first decade of the nation's pollitical independonce
i.e. from ~78,4 in 1260 to =33.4 in 1964. gxternal reserves

of the nation decreased at an average rate of N23Z2.4

million within the same perliod.
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The terms of trade worsen, especially agalnzl [ nCs,
Fldel Castro at the 17th sumnit of the non=allian~d
countries In 1983 pointed out that in 1976
"One ton of cocona beans could buy sirxleen tons
of wheat, but In 1981, the same ona Lon of cocoen
beans conld only buy nine tons of uheat; a

decline of over 407 in Lhe export Lerm of trade
of cocoa exporter agalnst breadeceeeeee" 16

Manufactured goods were commandinag hlgh;r.prirﬁn
in the world market than the primary products, ﬂonrﬂ
LDCs have to export more of thelr primary, products for
the required manufactured products. Those mollvalaed most
LDCs to opt for I5I.

181 was saeen as the flrst step in Qhﬁ Industriali-
zation process. The cholce could nls; be PFased on gimple
technology involved at the initial stngq.. This strateqy
is implemented through the 1mposition of heavy tariff and
'quota on the goods affected. The argument used te butlress
this action, Is the protection of Infapt industries theory

of the classical economistse.

The economle ratlonale for this gtralegy iz that in
the long-run, the Import substituting industries will be
- able to reap Lhe.benefit of‘large scale productlon and
lower costs with tarlff protection. mMoroever, the pors

will improve as fewer consumer goods are imported,

On embarking on 151, our structure of production

changed, as raw materials that were formally exported

became unfit for the imported machines. e have to import



not only machines, spare-parls, experts, bul also raw

materials to be used in the production evercise, yvor

example, Importation of capital equipmenl and . raw malerials

was responslile for more than 70% of Lolal LImporis

1961 and 1971.1? This worsened our poprs situation and

boturen

hightened the dependency relatlonship that existed between
Nigeria and the western world. This 1s mailnly due to the
fact that, even the technology to bhe u;nd'wzs dictated to
us from outside, therefore the benefits of ISI; such as
employment generation, preservation of the country's forecion
exchange, promotlon of small scale manufacturing induslriers,

putting the country on sollid industrial p&th and improve-

ment in the welfare of the people achieved were minimal,

There 1s no doubt that manufacturing sector has

exhibited an Impressive growth, tinder 1271 , for instance,

 between 1980-1970, value added grew from M923,3 million

to N269.1 million to register an average annual growth ; EY
o
rate of 19%. 1In the early 1980s, the impressive growth - =%
rd -
= g K
rate recorded shrunk to 3%.: As a proportlon of apr, the'iﬁlﬁ
contribution of manufacturigq aortor rose from 1,8% in -;'%
. t1n7_’1, 100) Cr
1960/61 to about 9% in 19821 ‘rhe index of manufacturing £3
e
production rose by an annual qgrowth rate of 19%% in Lhe -
sixties to reach its peak of 394.7% (1972 = 100) in 1983. ’

The index grew at an average of 30% annually between 1971

and 1981, in constrast to a decline of 19% during 1280
to 1983.18



Precisely, the manufacturing sector was charvaclerized
by industries with low valu~ added and 1iLble inkra .
sectoral linrages, The import sub t1iv! "y indusiries
are sald to be substituting nolthing bul aszemblying
already fabricated and processed parts from abronde For
instance, several tlmes, many of these Inidustries ﬁnve
closed down productlon for a long perlod dun tp.iﬁnhility
to procure 1mported 1nput'.:=.19 The capital lnfen§lvé
nature of these industries makes the employment dencoration

effects minimal.

It was due to the apparent fallure of ij:Lﬁ
address itself to economic prublemé of the hﬁfion Lhat
warranted the demand for export promotlon industrinliza-
tion strateqy (EP1) in 1970-74 plan. NIQﬁqia éxport
pPromotion council was estﬁbllshéd In 19?6.20and began
" full operation in 1978, F£ven then, the sudden increase
in the price of oll from $14.6pb in 1977 to $40pb by
1980, coupled with increase In oll production from 2.1mbd
to 2.3mbd In 1977 and 1980 reSpectivel?,21 made the
activities of the Export promotion counci] to be taken
with levity. A serious emphasds on tie activities of the
councll started in the'earlg 1980s, when Lh? foreian
exchange earning from oll was seen declining and unstable.2?
The objective of the export oriented Industrial policy

is to generate foreign exchange from export.



This ralses the cruclal question of whother thiﬂ-
policy (EP1) will solve our economic problems and put
the nation on a solid industrial footing. However,
knowing that our output does not seem to be high enoudh
to meet the domestic demand, there may be nolhing Lo
export, PBasides, most industries still npernté balow
half of their capacity, the technological knowhow ls not
within Nigerian control and standard of ilving continues

to worsen in the 1980s, especially after the commancement

of the structural Adjustment Programme (SAP) In 1786,

After twenty=elght years of polltlical independence,
we are yet to attain economic independence. Hence,
there is the need to access 151 i Nigerla and establish
where the problems specially lieg. The oparations of
import-substituting industries need to be studied to
show theilr performance over the years. This has becone
necessary, as industriallzation 1s sern ag the solutlion

to the developmental problems,

This study will focus on the nigorian paper 1ill,
Jebba, as a case study. It will serve a good basis for
possible generallsation of the effects of industrial
policles in Nigeria, especially with regard to import-
substituting industries.

AIN3 OF THE STUDY

First, the research intends to analyse the
industrial policies vis-a-vls the performance of 'Lhe

manufacturing sector since independence. This will

.



enable us understand the *root' of the probloenms tho

manufacturing lndustries are experiencinag.

Secondly, the research will attempb to identify
problems that have limited the extent to which o7
would have served as a basis for the transformation
of a dual economy such as lligeria, to a dynamic and

self=rellanl one.

Thirdly, we shall try to show that 150 iz a base
for a solld inlustrial development for tlacria, using

NPM as a case nludy.

Finally, the research alms at analysing I51 on
NEM, with a viow Lo suggesting the most ~flfeclive uays
of lmy;lementing 151, so as to provide a basis for Lhe

successful transformatlopn of the ﬁlgerian ACONONY o

Justificallon of the s5tudy

It is a fact that any meaningful research must
have to investligate the causes, that have relarded
prooress in lhe past and then jproceed to make recomnen—

dation on how Lo remove these causes in Lhe fulure,

" This study is very important because 1L hopes to
address itself to the cruclal lssues ralsed against

IS5I 1In Nigerla.

In Latin America, where this strategy started

as a strateqgy of industrialization in LpCs, much has



been written about 1ts failure, The failuce of Lin
strategy in Latin america can definalely 1o ablrilnbed
to the actlvitles of forelgn firms. 1In fazl, 1L waco

the alarm ral=ed about the exploitative acbiviling

of these flrms in Latin Amerlca that forced tmited
Natlons organs, especially UNCTAD to set up n‘vnwmlﬁsjun

to view the global significance of transnationnlizgltion

of capital.

Nigeria 1s blessed with abundant resources; bthe
forest resources of the country are numcrous. [or
instance, mora than 600 specles of trees wern identifind
in the country of which about 100 are known to be usable
and only 30 are currently belng exploited cﬁmmﬁrciqlly.?‘
Though, wood forms the main raw mn{erla}_nf.tho pulp and
paper industry in Nigeria, pulp is still‘leing imported.
In terms of mineral resources, the nation 1s recognlzed
as one of Lthe richest countries In Africa. Tin, coal,
limestone, gold, lead, clay, marble depnsits are available
in abundance In the country. It is however surprising
that most of these minerals used iIn the paper industry

such as marble, starch, limestone, alum etc are imported,

It is Just of recent that the trend changed.

The delay 1in sourcling these resources that have

been with us for decades with the government as a

Joint partner in these ventures, indicate a defect in



policy making and implementaticon. This study will try
to identify the reasons for this fallure and provide
insight for scholars and planners on how policies in
the past have come oul to ba a defeating faclor to the

attainment of national objectives.

It 1s expected that the suggestions derive £rom
the research would form the basls for the tranasforuantion
of the economy and hence a meaninaful and dynamic Indus—

trialirzatlon process.

Methodology

The research has taken Nigerlan raﬁnr M11l, J<bba,
the ploneer paper makers of Nigerla, as a case study.
The researcher vislted the mill several times to collect
relevant primary materlals: type and sources of rawu
materlals, employment trend over the years and its compo-
sition etc. Of course, questions regardinag the back-
ward and forward linkages of the Industry were forth-
rightly directed to the top personnels or their able re-
presentatives. For instarce, o gol Sn Louch with the
Forestry Manager, Assistant Productlon Hanager, pirector
of Converting, pDistribution and Ha}kelinu, the senior
Training Managdr, Senlor Manager (Soda Recovery) and
the personnel MHanager. General Information was sought

from the p.,R,.0. section of the mill.
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These and other materials {rom Sﬂfnndﬁlyiéhnt-ﬁs
were analyzed ualnag the descriptive statistical Loechni-
ques. wWe would have used the statlstical Informabion
to examina the relevance of the framework, but fovr The
difficulty posed by the pauclty of data. This has

forced us to remain at this level of analynin,

Sources of pata

The research statistical informatlion was obtainod
mainly from the mill through discussions with the
Public Relation COfficer,interviews with some senior

staff, som» of whilch are ploneers of the mill.

other sets of data were from publications such as
books, journals, newspapers, quarterly house journal
of the mill, central Rank Annual peport, Central Dank
Financial and Economic Review, aAbstract of stalislics

(FO3) Lagos and plan documents.

Scope and Limitation

The study covers the activities of thae mill from
1962 to 1288. The research limited itself to 1m,
Jebba, the ploneer paper makers and the largest in
west Africa. we examined the activities and the impact
of the mill on the development of Nlgerla vis-a-vis
the critics views as regard the strategy that led to

her establishmant in the 1960s,



The research did not concern itselfl much wilh other
mills; Nigerian Newsprint Manufacturing company al Oku-
Iboku, which was commissioned In 1906, rTwopin 1ill,
still under construction and other small mills, which

serve merely as converters.

In a research of this nature a lot of pruhlﬂhs are
encountered. These problems range from time, cost
constraints to unwillingness of the mill to reicnﬁe
some vital primary data. The cost constraint prhhlcms
became inevitable, with the daily rise in the prices

of materials used for the study.

The data problems seems to be more chronic as
the mill's officlals refused to release some vital in-
formation. To worsen the situation, the annual reports
of the mill are not published since her inception,
except the chairmants statement report for 1986, T7This
was published with the inception of the first indlgenous
Managing pirector.

Chapter Scheme

The regsearch 1s arranged sequentlally over five
chaplers. Chapter one introduces the study. This
includes the Introduction, a bit of the field research
on the mlll, statements of problem, obje;tives of the

study, methodology, scope and the limitation of the

research.
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Chapter two reviews somn of tha exiecting 11l altnee
on the title of the work. The aragumenl for and aaninat
IST are examined and reasons for the fAailnr- of 750 in-.
Nlgeria discusced. The theoretical framewverl that
1l1lustrates the vital role thot f:I cenld play in fndar-
trial development via the bmpozition of twir: i

analysed in this chaptler.

Chapter three lr exclusively develad 1o Lhe 19 o-
senlation of a briel account of Lhe s#éln of Higrrian
econony. Emphasis here 15 wore on the performance of
the manufacturing sector in the economlc growth and

development of the nation,

In chapter four, we analyzed the activities of
NPH, Jebba and 1its extent of achloving Lhe expected
beneflts of Industriallzation. fThese benefits Include
the linkages with other Industries, employment gencra-
tion and development Impact on the immediate environ=-
ment and the nation at large. cContalned 1; this chapter

also are some of our findings.

Flnally, chapter flve presents a summary of the
research work. Based on our findlings, a set of re-
comnendations have been made in order to provide a
condusive and solld base for the natlon's industrial

development.



; —
;'- 12¢

PG S -
{_/ “\‘\ 1 G |2 n —— H’Kl\ s
‘ s -~ . i

M
. . /
— —
{ N
> f
\

\
]

F
fosn
! i b~
\\.f J, ] > 2 N\
N I

1 /
\ __‘Kanuna ) i .
- | STATE '

-
~
-

r
L]

‘KWA*IBDM
L RIVERS STATE 28
5°JGTATE {
~REFERENCE~—

A_ _LOCATION OF PULP AND PAPER MILLS
1_ _ TME NIGERIAN PAPER MILL, JEBBA
2 _ NEWSPRINT MILL "OKU-IBOKU

7. _ PARER MILL,IWOPIN (UNDER CONSTRUCTION)

0 100 200 100 L0 500 KILOME TRES
W | )

b ) | e
|




- 21 -

Fooltnoltnn

1le 3€€ yu-nnats sSinon 'Economic Growth and Structnre!
We.W. Norton and Co. Inc. New York, 1265,

2. Kootze (1200) deflned strateqies as genecral
programmes of actlon and the resultant deploynont
of resources almed al attaining scme comprehensive
objectives.

3. This strateqy started in Latin america, and later
popularized by Brazil, India elc.

4, The Guardian 17/12/86, p.3.

5¢ Other countrles known for the productlon of paper
in Africa include Alpria, renya, porocco,
Tunisia, zimbabwe, Nigeria, 7Tanzanla, Angola and
Cameroon.

6. Kilby peter 'Industrialization in an Cpen Economy;
Nigeria 1945-1966' cambridge University Press,
1969, p. 120.

7« Kilby reter opscit, p. 29.

8. See Table 4,.3b.

9. Business Times Monday July 21st, 198G, p. 241,
10. Ssee Table 4.4,
11. 7he Guardlan 21st gseptamber, 1986,

12. Nigerian Faper 1nill, Jebba Chairman Annual
Report In The jigerian Economist vol.l, No.23
August 2-15 1988,

13. Ukwu I. Ukwu "Industrialization and gconomic
pevelopment in Nigeria; the significance of
Structural Adjustment Programm® Nigerian Economic
‘Society Conference, 1988. The term Leventine ls
sald to be use for some 15,000 Lebanse, Palestinians
Cyporlots, Syrians and Greeks whose familles come
to settle in Nlgeria between 1910 and 1940, ‘They
engage in development of some Important industries;
soap, groundnut crushing plastic.

14.  Kilby retergp.cit, p. 56=57 - Hakam conducted a
sucvey ot 68 forelgn owned manufacturing firms
in 1964 while Renald survey on the 26 foreign
firms between 1953-1963.

15. Onimode Bade et al. "Multlenallonal cCorporations
in E%qerla" Less shyreden Nigeria Limited, 1903,
De »



164 QUOtEd from Fadahunsi 2kin 'f-]!l\(‘l'i. Promotion as a
strategy for industriallizatlon: Trade and Induslriali-
zation in the Third world* B.uU.¥., Kano 1786, p.2.

17 190 c.3. 'Export Promotion strateqgy: Tmplemenlations
and likely Consequences for Namifacturing grouwth in
Nigeria'. Conference procecdinags on Lxport Promo-

tion, B.U.K., Kano 1986,

18. 3see Nigeria *'ei ook, pDilaly Times publlcation,
1985, p. 97.

19. MNPM, VICH, PAN are some examples of those indusriocs
that have on several occasions close down produc-
tion due to lack of imported inputs,

20. The Nigeria Export pPromolion cCouncil Dhecree lo,.206
of 1976, '

21e Althouqgh there was decline in output and price
Iin 1978, the market recoverad immedlately,

22« The Presldent (Babangida) 1Include and emphasizn~d
the activities of the council in 1285 and sulino-
quent annual budgets. '

23 Terlba © and Kayode M.Oe. 'Issue in Induslrinliza-
tion, 1ndustrial pevelopment In Nigerla, paltern,
problem and Prospects'. Unlversity press, Ibadan,
1977, p .



- 23 -

CHAPTER THCO

2el Introductlon

This chapler reviews the relevant lilevabme on
import substitution and gxport rromobtion Indaslirializalion
strategies. Wwe started with the definition of Indunri-
alization, and went on to examlne the vicuz of Jdiffnsront
authors on the strategles of Industriali-atlon abhove,

The theoretlcal framework iIs also discnsced in Uthir

chapter.

22 Definitlon s

The term industriallzation 1s a multiferious con-
definations

cept, however, we try to limit ourselves Lo those/re-
levant to this work. Industrializati¢gn could be definad
~as 'the system of production that has arisen {rom the
steady development of study and use of sclenlific
kHOWInge‘-1 This definition seems to be consistent
with that of united nations committee which sees jndus-
trializatlon as 'a process of ecaopomic development in
which a growing part of the national resources Is mobillsed
to develop a technlcally up~to-dale, dlversified domeostic
economic structure characterised by a dynamic manufaclur-
Ing sector having and producing means of production,
consumer goods and capable of assuming a high rate of
growth for the economy as a whole ﬁnd of achlicving

2
economic and social progress',
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A crilical aceessment of Uts deliail ion reoms Lo
sugaest that indusirialization prewsuppnesc cvavechonting
sldes of technolaoy, steucture and inve=tven! neeel of
industrial establichment. foweyer, ullh thess poo.

supposltlons, it Iz consnidered as Lhe earcinl and nont

. = x S
rapid inexpensiin process of Industrializationi=" indnre
trialiration channelled threugh the mob 111 0" ion of the

growing part of the societal resources,

23 Literature povirw

Economists have looked dif({erently al how ipndugledo-
lization should be appreoached. varlome proposnls have
been made by economizls; Lewls, fmghes and poslou on

the apjproach to industriallzalion, easpecially in LI 5e

Lewls and n-u*k:*.!?4 opted for *balanced groulht
approach for LnhCcs. This strateqy is consldered as o
means of steppling up the rate of growih, vhen Lhe thond
in external trade and flow of forelgn capilal is sluggich,
It advocates, an aspiring economy to supply ils own
market and production inputs, with all Lhe soclors urov-
ing simultaneously. HNurkse deplcted Lhe 1elationship
balance growth and the classlcal law of markel j.e. 3ay's
Lawe He belleves Lhat supply creates 1lls own demand
provided the goods supplied are properly dislributced in

accordance with consumer's want, Tndustrios should he



allowed to advane on an expon~icn path detseined by
the incom» elnrticity of comwsy dewmand 7 the indun-
trial products. He arquad, that, Ihis <henld b the
starting point in any oexpansion of praoduaction for

domestic mart:«t In the L.Cs.

this appreach has heen criticized Yy many econonistss
Hu«;thsﬂ revealrd that the hivtory of ancressful Indus-—
trial qgrowth deon pot gshow evidapaes of this strateqgy,
In addition, it is even doubitful 10 Ihi appeasch 2aan
work effectively in thivd world conntrics, whore fipince,
skilled manporer are a eritical dovelopment conctkrainks,
Moreover, bal nce growth theory gasumad . unl imited suiply

6 )

of capital, uwiich is unrealictic.

Hoffman il r‘ru;l.uwrJr arqued for unbal aanzed arowth

approache Thn, 'wlinve thot intustrialTzalion had been

as a result of cortain industiries, or group of iInduslrias
regavded as *leading Industries or *dorminant indusiriese
or 'qgrowina pelnbl' pushing ahliz2ad of others an technolo-
gical braeak-throudh occurs and now market oprned. This
seem conzistent vith tnited ptation's definition of indug-
trialization aiven earliecre The Ieadting Intustrics or
‘dominant inductries are seen as the prime mover of the
economy. Purns and lf.u:ann!;R supported the view on unbalanccd

growthe They believe that regardlesns of Lhe 1ag in the

-

industrial development system, maximum qrouth rates can

still be attaincd by the new industria) venturcs that come

. -
into existence amd cdn:;::quontly movas the ecconomy along.



Thic appro.ch is more relovonl and congistent th
the steps most 1nos are following, due to inadagn to
finance and exprrts that have hwoeome a formicabhle dove
lopmental constraints In Migerio, vptil) ecarly 19605,
it was frem acricultural sector, that ke natizn qgo!
the '‘grewing natural rasecurces' used te fincres and
develop other soctors. However, since eprly 19705, the
source of thone reseuarces has ~honged te mining socton

as the contritu!’cn of the faormee sector ddclined drans-

-

tically.

>

with the "“-’}'f"l'i'!'ltl‘ 0f some n':‘"ﬂ"r\!w-rl comntrieag
pritain, cermony, Jaran and others; seme writors hove
heen ahle tn brea¥y incductrial procesa inta ntaqges, FPor
instance 31 _ir'!d"r” identified threa slages in Lhe precess
of industrialization. The flrst being the preliminary
state, which ir characterized by a dorinant aaricultural
secteor and asseociated with exjortation of -primary products
and importation of manufactures., Thir 15 clasely followed
by the interm~diate slage, with lP} foatnre of fairly
manu€facturing cecter wilth income and employment generaticn

A

as major focus. 1In this stage, aariculture bocores over-
shadoved and import consists mainly of fncd, raw materials
and equirment and exports comprised of marufactures, and
in the last stage, the employment that is not directly

concerned will creabinn .of qonds and foed is more Lbhon

the sum of Incomre and Labour in Manufacturinge.



10
Rostow ~ came cut with a thorry that resemi:la Lhe'

clarsical ataae gsyntem wherrby a courtry procress from
agriculture and mining te indu-~trialization., This i=s
characterized by an increasing part of tke labcur force
employed in s~condary and tertiary activities, iin
identified cconomic developmont with tha traditionn]

’ :
economy, vwhich finds resourcrs aradu-lly fnr;inwnﬂtwont.
A level is later attaipred, witl an nﬁcnlnrntﬁd¥|rﬁwih
of per capita ircecre which forms an vff@r{ibe tako-coff
of self-sustaincd qrowth, This, then enables the

eccnory move towrards a maturity and hich mass conmmeption
lavel., Hirctory has shown that most devg)npw; countries;
Britain, Amcrican and Japanene industrializatfon develop-
ment confirms with these theories, Using postow's
classification, one can say industrialized economies are

now in the la~t stage of industrial process, while mosk

LDCs are still '"bhattling' with the first staqe.

{aldor analysed the tyre of gonds to be produced
in his own staces of indurtrialization process. These
are: import substjitution witr'ewrh;nis on production of
consumer goeds for demestic consumption, then production
‘of consumer goods for export. The prodnction of capital
goods for domestié consbmption 5hould come next and
finally production of capital qoods for export. This

analysis implies that, with aradual movement alconag the



stated stages via fmport subctitution, a mation con
attain the highest peak In ber industrial purauil,
;{m]l‘1 revealed that Lthe trend of Indua'yialisaltlion in

pakistan seems Lo have been of this pattein.

Nany literature on Import Subatitnti-m aned peacd
promotion Slrategies of Industrialization oXist.”

&
According Lo Slrnntnni“

rexport promolion sltrateqay
encourayes free trade, free movemont of copd bal s
attract multinational corperatlions f(itis), vith the open
system of commmication, while fmport -:n‘--'.".’.lnf Teu,
policies emphasize the need for 1LCs Lo avolve Lhalr
own slkyle of development and to ba muysteprs of Thely ovn
fater, 1Import :vlstitution Is =ald to encoryeage Tndige-
hous learning by Lrial and error In Lhe muamfiacliaring
and improves on technologies apprepriale 1o the nolionts
resource enlowment, However, thils Ias jpossible i0 Trade

and actlivitles of the 1'NCs are reslbricled.

11
Chenery has attribuled Lhe neod Cor dmpor!

subzstitution to the experience of the indusiyipl iced
countriers. pecords of some of Lhese counlrios have
shown that the share of industrial oubput not only rises
with development, but also that, the growlh ol industricos
based on import substitution accounts for a large propor-
tion of the total rise In industry. He argued that this

rise through lmport replacement was  mainly due Lo
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systematlc changns of demand as Income risea, [eior
accepted Chenery's view, but uraerd Lp_s ol to expoct
changes in factor supply: capital, human 51111 and
other resources to favour Lhelr lmport subslitulion
pelicy. T7This ls because changes in shwpply condiltions
that favour the developed countries can nal he duplicateorl

simply by a pollcy of Industrial protecliosn,

The critlics of import subslitution arque i‘h:it._ N
growth in imports subsequently Induces dnmostic-rfﬁducLlﬂn,
that is, import can act as a catalytic agpnt-that will
mobillige unused and under-employed resourcos lnthhor in
order to exploit their uses, WMyrdal leliaves thalt LDCs
could impose the tarlff protection (l.e. via impork
substitution) as soon as the domestic Industiries are
established. 7This restriction, he sald will ~nable LDCs
by pass the difflcullies of having to build up inl~rnal

demand simultaneously with supplye.

S
Galenson opted for the protection of Induslirvlies

under import substitution strateqgy, in order to of [(=anl
the effects of excessive high'wagq rate for labour in
the manufacturing Industries, that mainly lmport final
products. However, his view has been criticized on

the basls of tariff protection. 1t is the belief of the
critics that, thls actlon will lead to inefficiont

allocation of labtour between the sectors, especially



between agriculture and manufacturing, as il wil)l eneoayae
movement of labhour bto manufacturing. hiz pmolection
of manufacturing wlll increase real lncome ol ove wvhi!

obtains under free Llrade, thereby maklng Lhe products of

this sector costly and tend to meve labowy Dron aorienliove

to iImport compoting Industries., neler js of Lhe view
that, wage differential should bhe explained by ralional
consideration of differences In cost and preforenchs as
between agriculture and Industrial work. In case of any

distortion, he argued for domestic policics To ho yead

rather than tariff on industrial tmporteo.

Power 16 1= of the opinion thal Imporl sohslilualion
is a barrier to qgrowth in its subsejuent slaans of
industrial development; due to m:nnnmh; tne{ficicrney,
technical inefflciency and its rnl?nr@ to rajae doemeslic
saving. As regard the economy Inefflciency, he argued
that since import substltutlon favour Lmport control than
export promotion, we wlll nead to save nore, Lo carn
additional wnit of “aieton 22changs throagh the forvney
than the later. This he consldered as voellae loss and
th.al; other conslderation rather Lhan economic officioncy

are given more priority.

In addition, iImport substitulion 14‘bLi.sed againzt
the productlion of inlermediate goods, capital good aud
raw materlal which are baslec need of the Inluslyies at

the first stage: that is to say it is biaced against

¥
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vertical balance. This verslon we disaaree wilh as
import substituting industries have to someon theiy

raw malerials and some of thelr Inltermedinde goods withe
ing thelir domain. This depends malnly on the btyje of
leaders that rule the country. For instance, Lewis and
Soligo17 revealed thal Import substitulion based on
consumer goods iIn paklstan created increasod demand for
import of investment goodse.e The study indicates Lhat in
1954-5, the share of consumption goods In total value
added in large scale manufacturing was over 717%, .l‘nf,
declined to 54,67 by 1263-64, while the share of inlrpr-
mediate and investwment rose below 20% Lo 4%.”?.1g they
were criticlzed on the basls of statistical melhod ond
industrial classification by Eysenbech, Mocswen andd
W:ngfnn.1o Winston and Macgwen, using Time-stern inpul-
output table for 1963-«4 re-adjusted lewis-30ligo data

and the result they got was far lower share (200) for

capital and Intermediale product,

on technical ineffliciency, rover observed that
tarlff protection allow for manopollistle and oligopolistic
- market positions and glive rnum.furffnn?[lcinncy that
retard technical projrpss. Hq_wnnt Purther to argue
that most of the industries protecled have real cownporo-
tive advantage and reasonably efflclient, so that this

policy encourages high factor income. por inslance,

labour is pald for above his opportunity cost. ‘'this

BT
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view is contectable, as empitical evidoncoas hivee clwam

that 1nucs, thaot dominate the manufachwring soctbor in

most developing counlries 2yploit Ialam o Fop ctianpde,

10

oninode shows that, the Industrializat icn of Sonth

Bast Asian countries like Taiwan, thillipines, sinaarore
and South korea fa merely a refllectlon of the explolto-

tion of their cheap labour by foreiqp fivms from nis.p

.I'\.'
Japan and Western suropeg ilgeria) Kenya, trasnil ondd

other LpCs are oxperiencing the same expleilotion.. For

example, paymenl per hour for a manulactur ing vorlor

in parent companles of U.5. MNC was 48.67, vhile 1That

1

Ls ]
of thone in the subsidaries in s vas V1.71.

Looking al the effect of Lwmporl subatiial iogy on

savings, usine the identity below:
. I'! ‘l - -~ i
Ca® g ¥ By ® G ¥ C % 3

where

ar 14 @nd By

duction for censumption, Investment and expostn.

C are valys added In domegtic joo-

and Cm are domestic saving and lmported i.‘.‘f,?'ti".lJH"’H| 0o f
consunption vespectively. while the 1efL hand side of
the identity represent national prodnct, the viaht hand
side is the disposal of HNational Incowe. 10 ¢ 4 <, 1n

1 3]

not a2lloved to rise, then an increase in the [LLionnl

Income in the form of rise in g °F By will Pl on

equal rise In 3. lowever, a rise in domeslic produelion
of consumpl ion quods for domestlic gbporption wil alen

increage f""\\-"u\l]f% A8 leif‘, r:n["['uf:‘.r.ur_llt\'ﬂ'r‘ reosediieedd
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Thus a pure care for lmport avbstitutiongpover el [,I::mp3
worked on Indugtrialization pattern in praliisian -d
arguend that predominant patliern of inoustrd alization via
Import=substitution of consumer qgoods hasz 14 Lo
taxcessive! consumption and thus thwarted the qoal of
increasing domestic savings. They ohcarvad that sinee
capltal goods and intermediate productls woere 1ilerally
Imported and import of non-essential Eousung Eion aonods
heavily taxed or banned, larage inveskbment in donealic
production of consumer goods wera encour T‘I-_I“tl.- This,
they observed, not only competed AWaYy *resQuUIces {rom
production of investment qgoods, but alga'plif%gwll1ﬁ
aggregate consunption function to r,hlI.I: wltl*;':'gi- ._".r:;f._"fui:'o'-_
quent fall in the aggregate saving raln..fahlu‘lﬁnnln
was buttressed by the trend of saving rate in 19005, -
The marginal rate of saving declined from 22.7% betucen
1949-50 and 1954=5 to =1.4% between 19545 and 1979-60,
Khan discovered that high proportion of outpul increase
in the import substituting indUStfl?ﬂ; coktten, clnlh,
sugar, cligarettes and paper for 1951/52-1352/60 was

due to high consumption liberalization. This, he avaued
was the cause of low saving rate in paklstan <degsnite

the rapid industrialization that followed the production
of consumption good for the home market within this
period. 'I‘hi.s Increases the trend in the dependence on
forelagn financing in pakistan, a{?&r 13 yoars of

e

executing import=substitutioni- .

vyl AV
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Huq?d'crii.iclzml Power—-khan arqumenl, Te ayomed
that 1f thelr deduction were to be correct, ono wmld .
expect a substantial fall in consumptlion, dus Lo a
radical shift in the domeslic pattern of indusbrialis. -
Lion toward Inlermediate and capital qoods indualries
and the rise in the domestic saving rate, e discovered
that the gposs domestic saving rose on average Lo 10,77
of GHP during the second plan period, in view Q(-ihn
increase of about 274% in the uulphl of consumption,
goods between 1954 and 19644 1In addltinn, ha2 is of the
opinion that, since growth of Intertediate FIfl;i'-f,'Dl‘_it:I].
goods industrirs was malnly conditioned by the need for
satisfying the demand of the existing industries in
pakistan, the development of such industries could hardly
restrict the production of consnmer goods, lience, ke
concluded that, there was little relation between lou
saving and excessive consumption In the 19508 and Lhat
Lthe trend is best explained with reference to Lhe rates

of growth of G durlng the period.

We have discovered that the opponenls of import
substitution strategy, did it mainly on the basie of
tariff protection. However, overy country protect her
Infant industrles, even U.,5.A. A yood example is Lhe
unresolved 'economlce crisis' belween Japan and 11,.:.A,

America is worriod about the flooding of iks markets

with electronles and cars, hence, measures are taken i¢



reduce the flow of the materials. pkuerhare ‘“'m o]
for protection of Indigencus manulfactaring Industice in
LDCs by DCs agalnst the rubrics of Infant inducstr)
argument, as olher countrles 1ike Germany and V..,
did during the rarly stages of theiy industrial r-vo=

1U|.‘.1FJI‘I-

26

lleler , after criticizing 1m|\-m'[ substitnling

stralegy sald 'Industrialization sltrateqy, Lhal ig

. 0

blased toward import substitulion does not promiso o
smooth path around the difflculties faclng 7 0Cs and

that alternatives Lo this strateqgy is nolt very promicing
elther'y e then advocates for a cholce botweon ;ir‘.q--m: t
substitution and gxport promotion among various poleon-
tlals of Import substitutlon industrles, Thiz contlu-
sion is already embedded in import substitubion slrateoy
as it 1s in sequences or stages.

'\7 .
Bruton reveals that lmport subztitulion sbrateay

is being looked at from the narrow sense, i.e, The
strategy is limited to specific activitlies which is
measured by Increases in the ratio of domestic produc-
tlon to domestic absorption. jiowever, in a l&nqdvr
term, the objectives cof most LnCs will boa achizved
through 1its strategy, but the rate of the success will
depend on which specific sectors 1t Is applied and

method chosen In executing it Le bring abont slrucltural
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changes in the economy, e belioyes, that, th2 foilwe
of the strateqy In mosl developing counlrisn, g roeanyd
distortions and misallocation of resoutces 1s do~ Lo
the conventional appreach to import subsatifobion Jmposed
on them. For Instance, in Lhe Imp lementation of The
policy, most developing countries uscd inctruinenls,
technlques that prevented the succaess of Lhe policy.

28
Teriba supported thls view, as hno r=vealed Lhe dacision
to opl: for industriallzation was neot a conscions e,

but one that is greatly Influenced by some form of inte-

llectual dependance on the wesl,

With the simple nature of technology Involyed at
2"'\

the inltial stage of production, Teriba and Kayaeln
opted for 151 as the flrst step toward industriallzalion
process. 7They however frown at the dominalion of bthe
manufacturing sector with final stange or assenbly induse
triese These industries are characterized by high
import bills and low level of structural intevdepondence,
They arqgued that export promotion will nol be Lhs solu-
tion to cur natlon's problemsy as concentraltion of
processing of primary products give rise ko induciries
that are characterized by weak forward linkaaos vith

other domestic industries.

According to pwveyemonu, import subsbtitalion
"appear to have implied merely an adoption of more sophi-
sticated patterns of consumption, withent the correspond-

-ing process of caplital accumulatlon and technical
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embodied in the cquipment Imported wera nob 1olat-a

to the level of caplital accumulated, tul to L Ayl
proflle of the modernized snctor of the =cci-t o 1L
is this partleular orientallen of technical prenror
and its lack of organic connection 't he 17ycl oof

capiltal previously accumulated thal glves a cjoni e

characler Lo indar=deovelopment In relation Lo 107 jJopmie-

30
tion of an induetrlal atrateaym. °  Uslng this svooment,
.31
rar; - =
: / “hllnr,]gs_l atlpibuted the wvastaae of rosonpess gt

under-utilization capaclties In Industa o oo 0
in ifigeria to lack of organic conneciion —ibh thn
loval of pevicusly accumulaled capital, sharbtags of
manpover, lack of and poor nature of the infrastroctural
facilities. lNe, howsver, reconndzes Lhe poltenlinlditiossg
of import substituting Industries® and called for atop

to Importation of yarns from razil for our texlile

industry.

-

12 y
Odejlde " measured the «xtent of Import smaloLitu-

tion in scme industries and its contritution to
industrial growth, " she discovered that most industries
showed positive contribution, although the conlriluation
of some were very low. She therefore emphasizod on

the encouragement of import substituting industrics.
she used the low contributing figures for interm-diote
goods sector from one period to another to bulbross her

39

suggestion. Like Neler, ”¥ she recommended Lhe uce of
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subsidies instead of tariff protection for Lhe indngiries
if not for the presenl econcmic predicament in the
counlry; unstalble oil revenue and the adminioctratjivo=
bottlenecks in adminisiering Lhe subsidles. She concludes
that, there is the need to identify Individual [iruz
and the type of assistance they noed, Insbtoad of an“rl—

lizing the tarifif protection.

The economic ratlonale for 151 In the long xuﬁ
for Automoblile Industry has remalned an l&lnaimn.
Since the inception of pan, 1t has launched alont six
brands of peugeot (304, 404, 504, 505, Gﬁd; 305)s 'The

34 : i

same goes for VuaM., Uwujaren  discovered thal proli-

feration of plants producling dilferenl brands ol

.
.

vehicles has reduced the effective scale of productlon

and the economies of scale are nol reaped. ‘This winifen—
ted itself in the high cost of producing vehicles and
dependence on lmports to flll the demand-supply gape.

After 14 years of operatlion in uiqo}ln FAN and ViCil have
only attalned about 15% local scalurc?inr.].?rJ Brazil, Araeontina
and Kenya, uwujaren disclosed, have boen successiul in
this area, with Increase local conlenl of thez? Automobils
industry. This he attdlbuted to t helr conislent poelicies
and resistence to the urge to proliferate models and
assemblers. He concluded that Rigeria should veduce

the number of models, assemblers and concentrate more on
the development of local source of CKD componcit and

local integration of the industry.
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Ekuerhare °° who worked on Nigeria Tertile Incctry,
using soclal-cost-benefit analysis, observed Lhat me gt
LDCs find it difficult to move to Ihe goecond sbatie of
import substitution sequential procesc. This he alirie
buted to the activilies of Lhe foroign Cirw. and e
nature of tarlff imposed In these countricas  Tho
countries that succeaded In moving to Lthe ne<dl stage aro
India, ®Brazil, pexlco and Argentina, Hn-37ﬂHborvnd Ehat
tha 'nde ~“rial policies were formulated on ihﬁ kagis lhot
NCs should bo the hub of Hlaeriats lnrh::.trj..u.‘-:i."-'.- L1on
process. The Indiqgenlisation decree (1272) alio inlensifis
the actlivities of Lhoege irms in tho .';.lr‘-'ll,"'_llt,' snclors
of the economy. Jolnk venlures bhelween er:”\‘;r.m“w .'m.‘.
foreign firms was encouraged. For exawple, by the ond of
1977, Federal Government had Laken majority of Lh% shoves
in six o0ll companies, fourteen financial Institulion:,
fourty=one manufacturling firms nnu-slxtnnn jpml:lie corpoera-
tion, whose activities affect the }erformanco of manmifiace=-
turing establlishmnent. However, the manaarment and conlrol
of these Inztituilons were still within Lthe reach of
foreiunprs.qn An Indication of the domination of fericagn
firms is clearly shown In textlile industry, as at 1772,
foreign private investments were responsible for 607
pald-up capltal. + He also argued that discrimination
against the development of capltal ooods inductry in the

country, is as a result of pattern of 1lnvesluent declcion

of the 1MpCse They decide on what to produce, vhore to
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produce and the technologles to be used in the [lLG“?S
of production., Hence, with their oligopolistic

structure, they have opted for the protection of itheir
parent companies, which has manifested in Lheir glabal

industrial investment strategy.

ad

Ekuerhare also disclosed that hichdifferentiatod
tariff on which import substitution strateqgy has
resulted to a wide range of ecenomic coste 7Thin has
led to 1Inefficiency in the activities, whir,'h. alno treakenad
the incentives to improve on the poor quality of qoods
produced, Thils structure of tarlif, he ohserved acted

as a dislncentive to domestic capital producltion.

Export promotion stralegy ls sald Lo qivae lers
severe dlstortion in LDCs than 121 and very often,
south Korea, Talwan, Slngapore, H?ng-Kong have boon
cited to have successfully practised this straleay. ¢
Frank dihas shown Lhat the uhjnqtlves of Lucﬁ; Induse
trial development, emrloyment aeneration, foreign oxchange
gencration ele, will be a f.ai'lurs: under oxport promotion
strategy. According to Frank veciting the debt burden
.and immiseration of large masses of people lefl in its
trall in apparently successfnl export promoting countries
llke Brazll, Argentina, Korea and far eastern counlrles
showed that these successes are in fact a mirage".42
Ige 3concluded that axport promotion has its merils
but the cost are much that It 1s not the best option

for Niceria. The systam, he believes can improve by
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elimination of corruptive practices and casing Lhe
bureaucratic rad-taplism without lncre-sing the invest-
menlk level. I-

14
Cirom :
Sk Is of the opinlon that Higeria shoul:d nol

think of export since the nation is nol relf —ulfficiond
In the production of any particular .pror'nr_'lr. The
inatability in the oil market is fr::'r.'lnf_] Lthn '-'_I-_"!f"zrjl‘.»“tli
to diverslfy her sources of foreign exchang andk 1T
possible increase it. fe argued Lhat durdng the tepoaks
of rconomic crisis in pigeria, the nalients €5 exchan je
earning was on2 of the highest in j»,_fr'tc'.a. Compaeing
Nigeria and Tndia, which has at ]-‘:n.'"-'i elx Fimes Higegiats
population, he showed that igerla ecarned movre ioaedan
exchange than India. For instance the tsoutht socvey
shous Lhat oul of the 120 developlng -:rmlr‘ﬂ cles pnl 1ished
in geplember 1925, lilgerla rarned over Lwo times, i
earning of india from export within five year. ilioeria
earncd 3$80,377.83 million (U,3, hollar) 1:r:l:wer;n .l‘_"}."-

and 1983, while India earned $39,282.72 milllon (v',5 3)
during the same perlod. However, Lhere Is no any
struclural transformation of Lhe socicty to show [op

the huge earning revenue than the white elaphant jrojecls

and fly-overs in some urhan centres,

kwanashiel® emphasized deeply on how fereign firms
have aided the fallure of import substitution glr.legys.
He showed how these forelgners came 1Into the counlry

as investors or technical partners to syphon the natleonts
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foreign exchanue abroad, h2nce making thn strateoy to
constitute a drain on the economy. The stratoqgy Ivcane
incapable of expanding backward and aggravating bhe

BOFs problem. He argued that even with }hrcxport Promo—
tion, import substitution is still 1In place, with only

a sllght modification, although foreign capital ics

still aldowed to repatriate profits. He ol'served {h;t
the growth 1n most LpCs has nol transformad thn_si}uctgrn

of theie economies, hence "exports have not beon alle

to act as propelling force In thesge eronnmionJ a8 fhé
classical theorists on International lrade em}hnsj?nd;
Export premotion based on a capital Intensive me Ll

of production, he viewed, will encourage seeling
foreign assistance in form of caplfgi”nnd ldnnu,-uhicﬁ
wlll in effect worsen the outflow of cabtﬂﬁl and incrense
our debt servicing rate. He therafore saw an urgeont

need to mobllize the people for transformation of Ihe

soclely by addressing the gnnnsié of the problaoms and

not the symptoms.

Ly's

Osagle ™™, on the 1ssue of policy change in indus-
trial development in Nigeria attributed the lack of
linkages within the economy to mncs thal deminated the
manufacturing sector. These firms prefer purchasing
from their subslidiaries 1In other parts of the globe,

while raw materlals are in abundant supply in Bigeriae.

No serious attempt was made to move Nigeria into production
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of intermcdiate, capital and even raw matarials as
these firms try to repatriate as much valne added as
possible to thelr home base; by using mach injulp from
their home base, paying unreaslistic salaries to
foreigners, over inveicing of imported input »nd
sub=contracting of work to forelgn subsidharics. 7his
he sald, has led to the fallure of imjort RUhﬁ}itHLiOH'

strateqy In Nigeria. X

He also observed that, the move to'uxpprt_!royu~
tion through the use of foreign firms {n'r.' Lhe government
continue to call for foreliqgn Investment) will not resull
to achieving the national objmctiv;s. This is because
government objectives differ from that of Ibrﬁlgu'
investors. ror Instance, the linkayes effect connol e
achleved as most flrms will 1Llie to TLeport thﬁif inpute
for productlion. gEmployment effect wl]lhhn ﬁiﬁimn}, ns
the welhod of production to be used.yill he;cnpilﬁl
intensive. Ioreover, a country like piceria, already
facing shortages of goods and services, wilh export pro-
motion, the limited resources would be diverted into
production for export, thereby worsening the RhorLug;S
'problem, Increesing inflatlon rate and other relaled

problems,

Though a lot has been Qritten on 151 in Nlgeria,
none of these researchers have worked specifically on
the Nigerian paper Industry. A few like gluethare (1978)
made effort to relate 15T to the Textile 1ndﬁ3Lry and

Uwujaren (19813) related 151 to Automobile Industry. cone
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of the major contributlons of this sludy therefore,
shall be that of relating 131 to the paper Industry, as
represented by Nlaeria's ploneer taper Industry, the

Nigerian praper riill, Jebba.

2.4 Theoretical rarspective.

-

Natural resources in the world are not evenly
distributed, therefore no counlry is solf sufficients
This necessitates the nedd for exchange of coods and

services (i.e. inlernational trade). Y.

Many theories have been developsd on intérnationai
trade by the classicals and neo-classical, 'moderate?
econcinists and the Marxlst economlsts. The CIassicals.4
have emphasized the need for lnternational trade. the
trade is sald to stimulate development by promoting
- individual countries to speclalize in the production of
goods and servilces in which they have comparativﬁ‘ndyantage.
According to rill vThe opening of foreign trade..e..
sometimes works a sort of industrial revolutien in a
country whose resources were previously unde’z.ruleve.'l.oped-”“48
The classical concept nf free trade model was modiifiled
by the neo-classical 4® as factor endowment approach. to
international trade. 1In addltion, the neouclassicals,
believe that, with trade, factor prices will equate

across the world.

However, the aésumptlons on which the theory are

based, such as perfect competition, full employment of

Y“OoosmAatirreao nea bFrada hiaeedarne e kivmram ) sran il il -,
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not realistic. This makes the theory unsuitable for
the development of LDCs. Herce, in the 20th century,
the 'moderate? economists50 started to doubt the posgibi-
litles of the trade serving as "engine of qrowth" in
LDCs. This was due to the fact that the trade was in
favour of DCs at the expense of-LnCs, hence, these group
of economists called for a change in the trend o; the
trade. .

The marxist economists sces internatidnal trade as
an extencion of imperialism and economic domination,
They, therefore urge LDCs to delink from thé coéventiﬁnnl
pattern of international trade and trade mo;e with each

.
other.J1

The instability in the prices of primary prbdyrts
from LDCs, unfavourable term of tradé as shown earlier,
development of substitutes for agricultural products,
increases in the demand for manufac(ured qnqdé édupl@d
with the higher prices of these goods in the world mnrketﬁz
motivated most LDCs to search for a better strategy of
development. Industrialization ;as seen as the solution.

With the immediate economic problems; BOPs problem,

inflation, unemployment, most  LDCs, opted for 1351,

I5I borrows from the Keyneslan model of deficiency
in demand, with infinite elasticity of supply: Using
this idea, industrial development could best be initiated

by starting wilh the production of those goods, which
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demand already exist. The role of tariff prolection 1z
vital and inevitable in this strategy. The diagram
below illustrate the role of tariff protection as 2

yard stick for industrlal development

pomestic rroduction with/without Toriff protoclion
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The measure of Import substitution could be delined
as the proportlon of total supply which 15 produced
“locally and the total demand for the preduct. The made
is based on the following assumptions: that import
supply curve is infinitely elastic and Lhalt tarif{ forms

the only cause of divergence between domestic price and

the world market price.
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The diagram above shows two different situalionsg
a free trade situation and when tariff protection was
Imposed. O©On the diagram pp represent domrstic demand
curve for commodity X and S5 represent domestic supply
curve for commodity X. PPu represents the world Market
import supply curve at world price (Pw) while PU+T
represent a situation of tariff lmposition (i.e. powestic

price plus tariff).

From the hypothetical diagram, at p_p i.0. bhefore

w ow!?

the imposition of tariff, the country produces 0O

(., and

1
consumes 0q, of commodlty X, hence 449, of the commodlity
will be imported to fill the gap of the demand surplus.
The 1mport substitution is oqi/oqz. with the imposition
of tariff, the world market Import supply curve shifts
pD+T PD+T and the domestic prlice rlse from Pw to p

It became expensive to purchase the commodity, while

to .
. D+7

the production of the commodity 1s 0y the quantity
demanded 1s oqé, thus 949, will be imported., Therefore
less of the commodity is Imported. The import substitu-
tion ratio is now oq3/0q4, which 1s greater than the

~same ratlo before impositlion of tariff.

At the end of a successful Import substitutlion,
the possible outcome of the analysls on the structure of

cost of goods produced locally is lllustrated below,.
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The strateqy is considered successful in thn sense that
Import substitution ratio is equal to unity or cven
greater., 1t could even be agrealer than unlity as indicaled
below and the removal of tariff protection thal exposes
the industries to foreign competition did nolt have
adverse effect on thelr performance.

WSUCCESSFULY IMPORT SURSTITUTION

o g »
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Jo 3 > dwn by
gram 'above, due to a decrease in Lhh

From Lhe di:
cost of productlon in the domestlic industrins, the
domestic supply curve shifts from 5636 to 3151. The
domeslic equilihrium is established at polint pj. Al
point pi, the quantity demanded and supjlied 1gs Cqy

at price P .. The domestic price al point 11 is less

wl
than world markat price Fu and excess domestic produce
tion of 9449, has resulted. Hoace, Y15 can be exportled
to earn forelgn exchange. There 1s no need for protec-
tlon, as the "infant industries" have fully grown up

L
to compete with imported goods. 23



rootnotes

1le lieler 1'.Gep 'Leading Issues In Economic pevelopmontt,
Studies 1n Internatlonal poverty, 2nd odition
Oxford University FPress, 12970,

2« U.N., Committee for Industrial pevelopment Report
of the Third session (13th-=31st 1ray 1263).
E/3781, E/C5/37, New York, 1963, p. 23.

3¢ Ayodele, 5.A., ‘Process of Industriallzation
Ondo State, Wigeria. NISER, Ibadan, Novenber,
1985, p.4d.

4. Lewis, W.A. 'The theory of gconomic Growth'
Free Press, Hew York, 1955. Roger rtiurkse '7The
Conflict between Balance Growth and Intdrnational
Speclalizatlon', Istanbul uUniversity, Istahbul,
1958,

5¢ Hughes ( J.,R.T. 'Forelgn Trade and nalance Growtihg
The Histerical Framework® Amerlcan Economic
Review 49, No.2, 1958, pp. 330-237,

6« Ayodele, Op.clt, p.d. Auqustine 1keln "pRarrviers
to BalancedGrowth in peveloping Countriesm in
Development Cutlook vol,1, HNo.10, April 1287,
pe2l.

7« Hoffmann, wW.G, 'The Growth of Tndustrial Eeonomics '
Manchester uUniverslity Press 1258. postow t1.i',
"The Process of Economlc Growth", pevised edition,
New York, Norton 1960,

8. Burn, A,F. ‘Production Trends in the united sStates
since 1B7C ', New York, HNational Bureau of Economic
Research 1934, Kuznets 5.5. 'Economic change 's
selected Essays in Business Cycles, Mabtlonal
Income and Economic Growth. Free I'ress, New York,
1959.

9. slichter 3.H. ‘'Economlic Growth in the tinited
States: 1ts History, propsect and problems s
Loulsions state University pPress, paton Rouge, 1961.

10. Kaldor 1¥; 'Strateqy Factors in Economic Developments
Cornell Unlversity Ithaco, New York, 1967,

11, sayeedul Huq ‘pattern of Industrialization in
rakistan ' In Economic pevelopment in south Asia,
E.A.G. and Michael Kidon (ed) macmillan Fress, 1270,



- 51 =

12¢  strecten p.p ¢+ 'Trade Strateqgies for pevelopment:
some Themes for the Seventies' World pevelopment
6 June 1973, pp. 1-10.

13. Cchenery li.i.s ‘vattern of ‘ndustrial Growthe,
America Economic Review, September 1960, pp. 624-54.

14. jieier Gelles Opecit,.

15« galensen We (ed) "Labour and Ecencmic pevelopment!
New Yorik, 1959,

16« rower J.l. 'Industrialization In rakistan: A Case
of Frustrated Take=0ff' in pevelopment Economic and
Policy Reading. 3lan Livingstone (ed) George Allen
and unwin 1981,

17« Lewis (1966) and Soligo (1965) - cited in sayeadul
Huq opecit., p. 154,

18. 1Import sSub-titution in Intermodiate Goods Inducstries
were cxperlienced in petrcleum Refining, Chemicals
and paper lanufacturing.

19. Eysenbach (1969), MacEwen (1°66) and winston (17°67)
cited in gayeedul Huq Ibid, p. 155.

20« Onimode pade et.al *tultinational Corporationt in
Nigeria' Less shyraden Niceria Ltd., 1983,

21. Ibid, r‘-:’.

22 Frovier J.He '"Industrialization in rakistan' a cas~ of
Frustrated Take-Cff op.cit, p. 179,

23. power JIl and Khan (1963) cited in sayeedul Huq ope.cit,
Pe 157.

24. Sayeedul Huq, op.cit,

25« Ekuerhare, np,v. 'On Industrial underdevelopment in
Niceria: A Theroetical cCelebration of yalter Rodney
in Africa pevelopment in Industrialization in Africa',
Abdalla S. Bujra (ed) Vol.X, No.4, CODESRA 1285,

26. Meier G.l"}. Op.Citc

27. Bruton H.,J. 'The Import Substitution strategy of
Economic Development: A Survey' Ppakistan pevelopment
Review, Vol.10, No,2, 1970.

28+ f7Teriba 0 and Kayode, M,C, ‘'Issue in Industrialization,
Indusrrial pevelopment in Nigeria, Pattern Problem
-and Prospects, Teriba and Kayode (ed) Ibadan University
Fress, 1977,



31.

32.

35

36.

37.

%%

3%
40,

41,

12

43,

Ibid.

Cited in padahunsi aAkin "Waduna state niamfacturing

Industry, Prospect for Future pevelopiosnt!
CeS.E.R, A.B.U, Zarla, 1978,

fadahunsi pkin Ibid, p.30.

Odejide, A.F, Import substitubtion as a Strateay
of Industrial nevelopment in Nigeriat Journnl

of Faculty of soclal Sciences, iniversily of
Ife, vol.6, No. 1 & 2, 1983, pp. 32-38,

G.M, Neier op.cit,

Uwu jaren, G,p, ‘Reflections on Hlgeriarts
Industrialization strategy: the case of Lhe
Auteomoblle Industry' . Journal of racnliy of
social seiences, University of Ife, Vol,G, 1lo.
1 & 2, 1983, pp. 74=02,

pusiness Times 24/11/86, p.31.
Ekuerhare, B.,U, 'The Economic Appralsal of

Import substituting Industrialization with
Reference to the Nlgerla Textile Tnduslry?

Fhens Thesis In Economics, University of Hanchesler,

1978,

'The Impact and Lessons of illigerints
Industrial policy uUnder the pilitary covernment
1966~1979' proceeding of the 1780 Annual Con-
ference of the Nlgerian Economic jociety, pemi
Kayode (ed)e.

saymport Substituting Tndustrializakion
(I51) oxperience in Niloeria: préndings and
reflections'. conference Proceredings on

Export rFromotion, Bayero Universily, Kano,
1986,

op.cit, 1978,

op.cit, 1978,
rrank (1981) in Ige, C.3. %Export promolion
Strateqy; Implication and likely consequences
for Manufacturing Growth in nloecia s DU,
1986, p.3.
Ibid' p.3l

192y CeSejpid, 1986,



41.

45Q

46 o

47,

48,

49,

50.

51.

52

53.

- 53 -

Ciroma Ali "Expert prive and Counter Trade®
conference Proceeding on Export premotion, DU,
1986,

Kwanachie M. 'From Import sSubstitution to Exprort
Promotion, Analysis of rolicy shift in Nigeriav
Conference P'roceedings on Export Promotion, P,ULV
Kano, 1786,

Osagie E. 'Fernfgn Private Investment and gExport
promotion in Nigeria® Conference proccedings on
Export rromotion, RP,U.K., Kano, 1986,

Classical Economists such as Adam Ssmith (1776),
pavid Ricardo (1817) and John 5. nill (1B4A6) .,

see NM.P. Todaro: Economics for a pevelopina world
2nd edition, Longman, 1982, p.2B81.

some of the neo-classical economists are B.F. Heclksher
(1912)y Pe Ohlin (1933) and P.A. Samuelson (1949).

Todaroy V,rP. Mydnt, paul rrebish, cGunner Myrdal,
Ragnar !urkse are classified as moderate economiats,

Example of authers in this qroup are 5. Aamin, A.
Emmanuel, Evans etc,

Fadahunsi A. (1986) quoting UNCTAD Report 1976

wThe pelative pecline in Export rarning of most
Third yorld countries ean nnt pacessarily be
attributed to just their dependence on export of
primary products, but to their lack of control

over the institution and organizations that operate
the International Ccommodity Trade....."

It is also assumed that tariff is levied on imported
inputs needed as it would affect the cost structure
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the modification of the agricullural seclor, to serve
as a solid foundation for effective Indnstrializatlon,
This sector was expected to serve as raw mabterial base

for the import suhstituting industrinon,

The mining sector, with the explaoration and eyvporta-
tion of crude 0il from the early 12705 tool the leading
role from {he agricultural sector Iin all aspects, rxeepl
for employment and supply of food. 011 sector; a seqe
ment of mining and gquarrying sector contributed about 247
to the total forelgn exchange ecarning and over 207 of
the natlont's export in the late 19705 and 1200s,

Appendlx 3.1 clearly shows the proportlon of oll In

total exporl carnings at different periods, 1k rone

from 57.6% In 1270 Lo 928,67 in 1982 and sllghtly decreanecd
to 97.2% in 12265 thus the sector contrituted over 707

of Federal Govarmment revenmue within this period.

The risze 1n the pr1C01 of crwude »il1 wilh :lwﬂ1fr:.%
neous increan in o!l preadnction contrilbuted o Lhe =
Increase in the axporb earninga,; heoce increased govarn.
ment revenun {rom this eector. for instance, uptil
‘1;“70, the price of crude 0il was $2.0pbe Tthis roco to
$8+3pb, $14.6pb and $40.0pb in 1973, 1977 and 17°°P0
respactively. lligerian crude oll preduction increaced

from 0,5mbd in 19270 to 2.1mbd, 2.3mhd in 1377 and 1700

rnspecllvely.2
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Crude oil became the 1lve wire of the oconwns ag
the country depended mainly on the prococnds freon thie
snctor, The increase In the rovopnue o the gouernment
from the sale of oll, manifested 1ts1f Iy the conlionous
grovth in the sccio=cconomic Iindicaters.  por inctanpce,
the nation's gor atbt 1977/79 conptank fac tor cost rose
from about ji2.7 million 1265 to p21.7 billion fn 10900,
Total private consumplion expenditure rose from 10, %m
In 1960 to }26.8 billion in 1920 and p32.2 biliion in
1972, Pederal vovernment budget increasod from i0,1b,
{stability budgetl) in 1960 to j13.B bhillien in 1771 and
}30 billlon in 19292, planned invesled in the dovelopmont
plans rose frem j§2.4 billion In the first development
plan to §N3.6 billion, HAS5LI7HL and }82b, in the second,
third and fourth development plans respocltively,  However,
no serlous effort was made In intensifying domestic raw
material sourcing and production of mos! intermediate
and capltal goods for sound indusiriall=ation take-off

of the nation.

The "windfall galns® frem the oil sactor led to Lhe
neglect of agricultuwres The boom here led to the secm-
ing overall doom of the olher sectors of the econcmy.
Attaining self sufficiency in food production was nover
realised neither that of agriculture forming a raw
material base for the import subgstituting industries

achieved. Uncmployment became pronounced in the second



decade, as people miorated from rural Lo urban avras

in search of 'whiin colar Jobst. tHigorians developed

a sophisticated and conspicuous concunmption lm‘.tmn,?
investment and production patbterns changed,  covernmont
invested in almost every sector of e economy, iy
1980, there wore around 70 non-commercial and 110
commercial jederal Government pm.'aslatn]s..ﬂ Gover nmoent
parastatals were also many at state levels. 7Thas,
governmenl started Lo play a dominanl role in the
economic acltivities of the nation, acconniing for aboul
50% of the bt and 60% of modern sector emplayment in
the 1980s, Dpespilte the active role of the government
in economic activilies, most of Ler parastatals in the
manufacturing seclor imported all the needod inpuls or
assembled the partly finished preducts, junt to pul
finishing touches to them. This reliance on foreiqgn
Inputs was Inimical to the otherwise well articnlaled
government policies of import substitution Industriall-

zatlon strategy.

The discovery of new il fields; In Alaska and horth
Sea, invention of substitutes for oil usage coupled
with reductien in the demand for oil in 1972 crntritwted
to a drop in oil revenue 1In 1978, 1t dronped from
about 6.4 billion in 1977 to n5.2 Villlon in 1978.°

Howevery the nalion's imporl bill Increased; as Lhe

scarce forelqgn exchange was used to import food itens,



for which the counbry was once self-cufficiont, oy
example, betweon 1270-1981, the averaos annual forelan
exchange cypondilnre en food was 531, million.  foreepd
for 1979, ecach yoar witnessed an fncrease in foodl Linpor-
tation within 1270=1981. Th=e annual porcontage fncrease
of food lmporbkaklion was 3'?..‘?"".';‘1 loreover, Hluerla Lurned
to impertation of palm oll from tinlayslan to ferd her
soap and oil indusltries. As the groundnul pyramiad in
Kano suddenly disappeared, we braan to imjpert gronndnut,
For instance, DIatwecen tarch and April 1978, aboulb 1'9,1m,
was spent on Importation of palm oll and groundput lo
supplement. lozal supply for the domestic soap Industry

etc.s

The currenl debl crlsis had iLts root g911d1f710q
in Ehe second dacade, as the goverument (i.2. Obasanjo's
regime) chlained a pguro=dollar loan of 11 Fillion in the
early 1978 to promobte some of the natlon's Llmport sub-
stituting industrics and other public projecls. [Host
of these projects benefiting from this loan were: pulp
and paper mill at Jebba, Iwoplin paper mill at calabar,
Sugar projeclks at Savannah and santl 1afiagl, cement
factories, plpeline, storage tank refineries at ¥aduna
and warrl, Iron and Steel plant at Ajaokula and varri.
The loan was supposed to have retired in 21 years time
Including 3 year grace perlod. The repayment was not
tled to the progress of the work on these projects.

This 1s a clear indication that our creditors are nnt



particularly worried about our developmenl, rather, they
are more interested iIn getting thelr capifal and the
interest which in most cases 1s more lucrative than Lhe
capltal. pespite the alrigent conditians alttached to
the former loan, the governm~nt tiught il expedient Lo
opt for addition loan of $l1.2b, thus brounaht the toial

debt from the same source Lo $2.?h,q

In the early part of the third decadn (17°00-1270)
the economy Look her share of the oll glut. ‘his lod
to a cut=back in the nation's oil produclion quota from
an average of 2.1mbkd in Jganuary 1981 to 0.7mbd in
Auqust and later rose to 1.3mbd iIn 1983, Simultancously,
the oll price fell {rom $40pb at the beginning of 1701
to 335pb, $22.%ph and $3.9pb 1in 1982, 1203 and guly 1°P6

respectlvely,

Export revenue declined from n14,106,7 million in
1980 to N10,B76.8m, 18,722.5m, §§7,502.2m in 1281, 1902
and 1983 respectively (see Appeondix 3.1). The natlon's
forelan reserve was depleted as the civilian reaine
{l.e. Shagarl regime) could not reduce the nationt's
dmport bill in the face of declinlng export revenur,
The reserve declined from :5.1billion In July 178131 to
N1.1 Pillion in 1283, 7The debt plus trade arrears which
stood abL about 1117.7 Pillion In 1782, rose to aloul

#20.9 billion, iI29.3b in 1984 anad 1°P5 rF“r‘HliV“];.1“



- 6N -
The tontal -“x" .l (Inb't af the counlry vivd pat ol L1270
by October 1287, 16 rose Lo $20b by Jomaey 1707, 4
debt service rallo which stond gk Z.3Y in 1771 ha
rapldly increancd to 29.,1% in 21984 and slichily decponosn

at 287 in 1906431

suidenly, the cconomic indicator stavied recponi-
ing negatlvely as the economy plunce into revere cricls
The six fronts of Lhe economy; Pidgat daficit; Trade
deficlt, Infiation, tnewnplayment, pomestlc debts and
External debl vorceneds The nation witnhoscod scareily
of goods and rceyvices. contribution of manufactur Dy
seclor dropped from positive growth rate of 22,77 in
1982 to negallve of 40% in 19204 (1975:100) and cap ity

utilization fell below 307,

In order Lo revive the ailing economy, several
economic measures, such as the gconomic Stabilization
Programme of 1982 and the Natlonal [Lconomle Emergency
pecree of 1985 were taken, but they had minimal impact,
bacause the symplLomzs of the economic problems were
addressed instead of Lhe roolt causrs. On vecoanlsing
‘the problem Lo be Lhat of the structure of the econciny,
structural Adjustment Frogramme surfaced on 27th Juna
1986 and officially terminated on 31st July 1988, but

we are still vcongsolidating the galnsv.

The generality of the Nigerlans have accepled

that sAp is a failure, as it has falled thosccountries;
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Ghana, Uganrla, Lalin America rountries eotc that have
earlisr appllied it as recovery panacen Lo thaly economic
crisis. This assertion could be justified as the nix
fronts of the economy mentioned earlier are yel Lo
Improve. This, Lhe president {(1.08.R.) accepled in bhis

1989 hudget speech, hence the need Lo scrap SAR.

3.2  The Hanufacluring gectoy in ngﬂrlﬂ'ﬁ‘ﬁﬂuﬂomi;

Manmufacturing seoctor Is =een as the hnb of Industriali-
zation in LpCs. It is accorded the prime moves of the
other soctors, due te its linkaye offecls. The denrec
of development of wmost nations is measured in bterm of
the growth on th2ir industrial activities. Accordina to
Chenery "e..e.s not only iIs Lhere strong statistical
assoclalion between rise of Industry (Industrianllization)
and the level of per capita income {growlh), but virlually
all countries that have achieved high living sbtandards
by any measurs have also industrialized to a substanlial

measures".12

As at 1960, Nigeria's industrial soctor was small
and made up of liaht manufactures; milling, rubber
ﬁrocessing, tanning, saw milling etc. 1t 1ls In recognition
of the role of Industries in econcomic growth and develop-
ment that some industrial policles have bean articulatknd
ln the varlous daveleopment plans; 196G2-G8, 1270-74, 1075-

80,-and 1980-85, .

In the first <development plan (1962-68), the indus-

trial peollciecs ingluded; stimulating Lhe establicshmant
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and growth of Industries, which could contrlbnfe to
economic growth, while enabling tligerians to participate
Increacingly in thelir ovnership and -Ij_rw-llnn.‘l‘3 1t

was within this premice of the agovernmenl polley Hhiat
I51 was adopled during thr fhiet 00 mubeagquent plana,
The conditions favourable for the strateray were alyeady
in existence; i.c. potential markets for the prodocts,
natural resources, fertile land to produce suffici-nt
raw materials Lo svstain the Indurtries and avallabhilily
of unskilled and fow skilled labour force that could bhe

trained,

speclal lnconltives wersa offered to Industrial enter-
prises in order to achieve their objectives as contained
in the first developnenl plan. These Incentives as
embodied In five basic legal instruments wereg
- The Industrial pevelopment (Income Tax Relief) Act
of 1258, whilch was amended by pecree to. 22 of 1271,
- The Imndustirial pevelopment (Import putles peliefr)
Act of 1957,
- The Income Tax (Amendment) Act of 1259,
- The custom puties (pumped and subsidized cools)

ﬁct of 1958,

- The Cusbtom (praw Back) Regulation of 1259 and
- The Approved User Scheme 19633- a temporary rollief

to manufacturers whlch goods cannot compete with imported

onesa.



The objecltives of these acts wers to create a con-
ducive environmenl for Lhe development of indnatries by
abolishing or reducinag dutlies pald en certaln ealeqories
of imported goods; Industrial 1"achinery, spare parts and
raw materlals. Income Tay pelicof - was provided o
certain sets of industrialists during the infank stages
of their business. #estrictive trade policies
were taken to protect locally produced qgoods via, tariff,
quota and llcenslne., For example the essence of thoge
protection was emphasized In the mobilizotion budacl of
1962 thus;

"eweo GoOvernment will exlend protection to

industries where this is n-cessary, but this

weapon will be used with cavtion. This pur-

pose of protection 1s not to providn undue

profits for an indefinite period to the manu-

facturer at the expense of the consumnr, nor

will government allow a hligher cost Industrial

economy to be built up under the umbrella of

excessive proltection. nlgerian products must

be peasonably compatitive with imported goods,

not merely so as to provide Nigeria with

quality goods at falr prlces, bul also so that

Nigerian mamufacturers may competle offectively
in the markets ol the worldr, 14

The government also leproved on the provision of
Infrastructural facllities; transport, communication,
electricity and water supply. Industrial estates
were created. (ligerian development pank was esltablished
in 1964 by the government to assist in the Industrial
take-off of the nation. However, the achlevement of the
plan was nol much, due to the political Instability
that resulted Lo civil war (1968-70) and Inadequate

financlal resources.
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Tt was under these incentives

to spread their tentacles cover the mamifactarineg oo

that

Toveignors

The agents of induclirianlization (i.e. 1'173)5 UAC,

Holt, urc, HCOA ele established In

thins

srcthor

related and sengsilive srctors of thoe 2conomp,

Areld

Tamo

rtor.

Johin

LR AiTal

Thejit

establishments in voriousn cectors of Lhe noonemy ic choun

on Appendix 3.2 and 3.3. 70 furiber

table 3.7 below chous the ownorchip strusture of

prises in Uigerl- b iy en 1966170

Tab\ln 2.1

~
‘e

mttress

this

roint,

ctvlivre-

ownership Structura of pnterp icee in (iaepin 170h-7(1n 7'),
Economic Activity 1765 1770 1275 1°ne  eon
1. Ninlng and guarrying: roreigne 100 WG 3.6 248,85 D)
MHigoerian - - PR | 751 P
2. Agqricul hive, rorestry
and Filshing Fornaign 82,1 81.7 G3.08 B3,8 Gh.n
Migerlan 17.9 A2.7 Ih a4 A2,6 7.5
3. Nanufacturing 2 rro-
cessing Foralgn 81,8 67,3 62,7 47,6 60,7
Higerian 18,5 42.7 47,3 L2.4 47,3
4. Building & Construc=
tion Foreian n.Aa M3 61:3 K232 505
Nigerian n.a Bs7 28,7 AT 40,5
5. Tradina: Foreign 92,9 94,0 73.5 50,4 A7,
Nigerlan 1,1 6.0 ?2B.7 A2.6 52.5
n.a. = not avallable
+ Foreiaon here consists malnly of such countries as

UeK, UusS.A. and Western puropean Countries.

Sources John E,U, ldebblo "Fheory and practlce Under-
lying the SFEM and its effecls on capital flows,
Investment and General FPrice In fliceriav.
precanted at a Conference on SFE held at An,u,,

Zzarla, 1987,

A paper



Table 3,1 confirms the assertlon that,
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foare Lan

firms dominated Lhe economy in the 19605 and had Lhejr

base solldificd in all the scctors.

Toriba worked on

ownershlip of buslnesses and industries helore 1977 and

discovered that out of 2,079 shareholders in reqgiastered

companics, aboub 39.5% are Nlgerlan and 60.A% forsigners.

The expatrlate control 1s sald to be higher,

L we cone-

sider those owlng shares above §200,000; 26.4% to 73.67%

15
for Nlgerian and expatriates rasp@ctlvnly.l

The ol nne

tion enahle them to manipulate industrial pollcies to.

sult their objectives.

These {irms utilized Nlgerians, only te pay them

a token amount as wages and salaries. Thils plcture is

depicted in Tioble 3.2 below.

Talle 3,2

Utilization of Indiagenous lanagerial and Professlonal

Resources in Nigertan Manufacturing lnduslyiese

Humber Employed

wages & Salaries(n)

Year Nigerians Non=-Nigerians Nigerians  Hon-ligorians
1963 1,326 1,643 2,255,058 7,239,444
1965 1,203 1,818 2,156,000 7,672,000
1966 1,314 1,719 2,504,000 8,606,000

» published figures avallable for only these years,
source; Clted In Teriba and Kayode, p.2d,
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The table above shows the skewness of wages and
salaries in favour of non-Nigerians. This has the of fnct
of draining our foreign exchange resources, as non=liaerians
repatriated their earninos. The trend continuesd to the
1970s. Ukwu'JG argurd that wages/salaries to ligerians
were generally low; the manufaclturing wages in Nigeria
in 1978 amounted to 22% of value-added in the manufactur-
ing sector compared to 38.4% in Ivory Coast, 48,67 for
India and 48.87 in UK. It is said that of 67 countries
for which relavant statistics were available, only ?; 7
in Latin America and 2 in Africa treated their indus-
trial workers worse than Nigeria, by favouring non-
Nlgerians over Nigerlianse. There was no job security
and little opportunity was provided for strongly motivated
cadre of skilled industrial workers to emerge. All thege
go along way Lo bultress Ekuerhare, oOsaale and pikek
views on frustration of our industrial development by

foreign firms.

It was the dominance of the economy by foreiqners,
among other things that the second National pevelopment
Plan addressed. ©n the industrial policlies, the plan
.emphasized on "the progressive elimination of foreign
dominance in the national economy, not only in terms of
nominal financial ownership, but really in terms of the

’
level of managerial and technological cnntr01217
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Other objectives as regard Industrialization as
contained in the plan were:-
- promolLe even development and fair distritation of
industries in all parts of the country.
- Ensure a rapld expansion and diversification of the

industrial sector of the economy.

- Increase the income realised from manufacturing
activity.

- Create more employment opportunities.

- Ccater for overseas markets in order to earn foreian

exchange.

~ continue the programme of import substitntieng as
well as ralse the level of intermediate and capital
goods production and

- Initiate schemes designed to promote indiqgenous

manpower development in the industrial sector.

The policy instruments used to achieve some of these
objectives remained the same as contained in the first
plan, although, the measures were discriminately applied
in favour of some industries (iron sterl, fertillzer
industry etc) that government regarded as priority
areas. However, the desired structural transformation
of the economy was not achieved, as investors invested
in import substituting industries that produces highly
profitable goods. Thus, firms such as petroleum refinery,

cement, fertilizer, paper products, engineering, iron and
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steel, etc, that provide scvlid foundation for the lnpdus—
trial take-off of the nation, were neqglected hence,

the government went into these areas with foreign partners.

The Nigerian Enterprises promotion pecree (NEPD)
surfaced 1in ‘1972,18 to check the domlnant role of
foreigners in the economic activities of the nation,

Thls actlon of the government is belng precticed in other
countries; developed and less developed alike to check

the excesses of forelgn firms. Appeddix 3.4 shows actions
other countries are using to control the role ?f f?reignefs
in their economiese. The application of this dégrgézfgla a
fallure, as the decree encourages foreigners to establish
in the production of capital and lntermediate goods that
will aid in the industrialization of the country, hence,

indirectly deepening the economic dependency with the

western Nations.

In addition, the management and control of the
enterprises exclusively reserved for Nigerians remained
in the hands of forelgners. 3Some Nigerians were
employed to camouflage as chairmen on the board of
dlrectors. Thus, Lhe decree had succesded ;n enabling
some Nigerians to share oul of the profits of such comp=
anles, The current pebt equity swap programme thalt tends
to create the fourth schedule; comprising iron and sleel
mandfacturing industries, automobile industries, pulp and

paper industry, self-refinery, fertillizer plants, drug
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and chemical manufacturing in which {oreigners would be
allowed Lo own up te 100% shares will worsgen Lhe

economic sitvation. This action, 1f implewonted, will
enhance the dependency relalionship between Nigeria and
0Cs, thus the achievement of our economic independenca

will become bleak.

The thivrd pational pevelopment Plan {(1975-80)
regonized the obstacles to industrial development in
Nigeria asj; inadequate infrastructural facilities, frus-
tration of investors due to adminlistrative bottlenncks,
shortage of manpower and slow implementation of publie
manufacult@fing projects. Thus, the plan intended to act
as a catalyst for the growth of the manufacturing sector.
Measures contained in the plan to tackle these obsiacles
Include; luring inveglors to invest in different segments
of manufacturing sector, a review of the exlisling incen-
tives, the establishment of financial institutions to

assist lnvestors financially and direct goverpment paryi-

cipation in economic activities. 7The plan assiqgned priori

to aexport indusliries and ewmphasized on small scale indus—

trialization.

The basic presumption underlining the desirability
of nurturing the small scale induslrial sector are the

perceived multiplier effects, which they can exhibit in

attaining economic growth and development. 1t is believed

that the chronic unemployment problem, particularly graduate

unemployment, can be tackled if small busincsses are
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encourangnd to developes In addition, it will bring abent
the development of indigenous eplerpréncurships for
according to Lewis "The crucial test of indnslrializalion
policy is not how rapidly it increases employmenl or
output, but how rapidly it builds up local enbterprisest, &
This will enhance the utiligation of local resowrcns,
mobilisation of domestic savings, rveduction of rural-

urban migration and raising the standard of living of

the rural population.

The federal qovernment in pursuance of the objsctivor
went into direct participation in the economic activi-
ties. As at 1977, she has majority shares in 6 oil
companies, 14 Financial institutions, 41 marufacturing
firms and 16 public corporation wvhose activities direclly
or indirectly affect the performance of manufacturing

v . establishments. Government investrment In
manufacturing activities alone in form of loans, grants

and equity was aboub 3§2.0 billion by the middle of 1“?7.;”

The industrial objectives stipulated in the fourth
plan (1980-85) are similar to what obtains in the previous
plans. Precisely, the objectives are:-

- ensure increase level of self-relliance in the supply
of industrial producise.

- increase the local resource content of manufaclturing
output, through increase substitution of local raw

materfials and manpower for exportse
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- maintain rapid growth of Lhe manufacturing sector,
with a view to increasing its share in Lhe arogs domes-
tic product to a minimum of 12%.

- increase the contribution of small scale industrines
to the total value added in the manufacturing sector.
- remove Inslitutional constraints and boltlenccks
which constitute obstacles to industrialization.

- promole more even dispersal of industries.

- promote the development of export industries

- improve the efficiency of agovernment owned enter-
prisese.

- rationalize and consolidate the gains derived

from the enterprise promotion acts of 1977 and 1977.

- improve price and quality competilivencss of

Nigerian products.

The plan really recognized the vital roles industria-
lization could play in the transformation of the economy
as it says "For developing country of the gize
and potential of Nigeria, indurtrialization 1s essential
for rapid economic and social lrrm:sfurmatirm".?“1 The
measures used to achieve some of these objectives are

similar to those contained in the previous plans.

The fifth National Dpevelopment plan is still in
the pipeline, but industrial policies and measures are
embodied in programmes of economic recovery and the

Annual Budgetse. For instance, SAP surfaced in 1986



- T2 -

with its main elements directly or indirectly affectinag
the performance of manufacturing sector. The elements
of SApP are as follows:-

- trade and payment liberalization

- tariff{ reform and rationallzation to promote
industrial diversification.

- deregulation, reduction of administrative conlrols
and greater rellance on markel forces

- adoption of appropriate pricing policles for
petroleum products and public enterprises output,

- rationalization and privatisation of public

enterprises.

- strengthening existing demand management policies
and;
- adoption of measures to stimulate production and

broaden the gupply base of the economy.

The execulblon of these elements of SAP has made
many enterprises to fold up, while few managed to survive
with a lot of hardships. For example, In a survey
carried out by National Association of Small Scale Indus-
. trialists, 1t was revealed that between January 1987 -
June 1987, up to 720 small businesses folded up in
Lagos state alcme.22 Those sub-sgsector heavily affected
include printing and publishing, food processing,
plastic, shoe manufacturing, furnitue and bakery. The

Manufacturers Association of Nicerlia (MAN) half year
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survey of Lhe economy observed the closure of small
scale industcrios which they acknowledged, cansed thousands
jobless and huge investment lost.23 some of the firns
that manage to be surviving suspend production on
several occassions and examples are; a case of flask
manufacturing company closed down for lack of space
to store 1ts products i.e. low demand for the products
due to 5AP, Niverian Newsprint Hanufacturina Company
{NNIIC) in Oku=Iboku suspended production three times in
1988 and NiT1 also experienced the same on many occasions,
MAN's half year report 190724 gave the difficulties
manufacturing Indusiries were facing as;
- depreciation in the exchange ratn of naira whicl
makes it costly to import manufactiuring inpuls apart
from limilting access to forelgn exchange.
- additional bank deblits on importers, especially
the small scale business sector.
- tight monetary and fiscal policy
- the tariff structure that place local manufacturer
at disadvantage and

- low levels of salese.

The v"New Industrial bolicy which is the latest in
series of industrial policlies the nation has embarked on,
was launched at pbuja in January 1989, it aims at
/4

attaining "an accelerated pace of industrial dnvelopmnnr:

The objectives of the policy25 are ;-
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- providing greater employment opportunitins

- increased export of manufactured goods

- disprrsal of Industries

- improving the Uechnoloqgical skills and

capabilitby avallable in the counlkry

- increased local contenls of in-dustrial ouljput
- attracting foreign caplital and
- increased private scctor participalion,

A crilical assessment of these objecltives shows
that it is a synthesis of some of the objectives contained
in the previous plans and sap policy package. The rnow
policy focuses on small amd medium enlerprises as the
plvot of industrialization., The financial consteaint
facing these sebt of onkerprises hope Lo be tackled by
a group of financial institutionsi;- five commercial banks
three merchant banks, Nigerian Bank of comnercn and
Industry, Higeria Agriculture and Cooperative pank and

the state pDevelopment Pinance Corporation.

The policy rocognizes the debt equity programme,
which 1s a temporary relief Lo cur debl crisis.
Approval of application for investment is to he granted
within 60 days.z6 Sources of funding industrial projects
surfacing as a result of this new policy, is the national
Economic Recovery fund,. The contributors for this fund

are the world Bank ($230m), AMrican pevelopment pank




($230m)lcznchnlosvnkin (450m) and rederal covernmont of

Nigeriaj; Lhe Central Bank ($300m).2;

we obsorve that Lhe measures to be ulilize in
attalning the set down objectives conkain in the nrw
policy are met to recolonize our economy. This will
not auqur well for a sound industrial development of
this nation. Let us now try to analyse the performance

of manufacturing secltor since 1260,

3.3 The pPerfcrmwonce of Manufacturing gector in nigeria.

The manufacturing secter in pliaeria has not generally
28
achieve much, however, the overall average annual
growth rate of 6.5% for the period between 1960-1987 is
impressive. The growih rate of this secter is shown in
Table 3.5 belows The overall average annual growth we
appreciate in the light of the soclo-economic problems

the seclor has witnessed since 1960 and the low bagse

on which the seclor took-off in 1960.



Average Annual Growlh pates In Planmufacturing rndustries

Table 3.3

at 1980 raclor Coot 1960/81 = 10

e

‘{n.‘ll‘

1960/61
1961/62
1962/63
1963/64
1964 /65
1965/66

Average Annual

1966 /67
1967/68
1968/69
1969/70

Average Annual

1270/71
1971/72
1972/73
1973/74
1974/75
1975/76
1976 /71
1977778
1978/79
1979/80

Growth Rate

crowth Rale

Average Annual crowlh Ralte

1980
1981
1982
1983
1984
1985
1986
1987

Average Annual Growlth Rate
Overall Average Annual Growlh Rate 6.5

nrovth Rate %

13.7
1245
iy A
-n-.l
18,5

10.7

-0."
=17.08
D6

251
G5

19.3
7B
207
-33.1
-12.9
48,4
9.6

w33

20.9
354

0.6
17.8
10,4
-6 .3
-?23.1
~20.6

2e0
-11.7

- '].2

Source:

Computed from Column 5

Of, the Table in AP et
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The period (1960~87) is broken into four distinct
phases as depicted in the table above; pre-civil war
phase (1960/61=1965/66), the civil war phasa(19°66/67-
1979/80), post civil war phase (1970/71-1979/80) and
economic crisis phase of the 1280s (1980-1987). The
average grovlh rate in the first phase was 10.77. This
impressive rate could be associated with the domination
of manufacturing sector by foreign firms and the imposi-
tion of restrictive trade policies to protect the firms.
The role of regional and federal governments to the
attainment of this impressive growth cannot be overemphasi:
These state of governments undertook some direct Indus—
trial investments, in which 20% or more of the capital
were provided by their agents. For insltance, total
investment in industries; rPruit cannery, rPour Cement nills,
Two large sack Factories, a Paper [ji11, Two Breweries,
an Integrated Textile Mill, Two Soft prinking pottling
Plants, A Ceremic Factory, a Mint, a Glass Factory and,
Four 011 Seed Crushing Plants within this perlod was
estimated to be in excess of £35 million (ﬂ'}'Om).29
Oyejide30 work on Nigerian's industrial development
(1957-1967) shows that import substitution Industrlializa-
tion strategy emerged as the dominant source of growth.
It was responsible for B80% of the growth in output of
manufacturing industries, while domestic demand contribute
19.8% to the growth the contributlion of export expansion

was Insignificante
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The average growlth rate declined to G«5% in the
civil war phase., Manufacturing activities were interrup
by the civil war, hence the decline. 1In additlon, con-
tribution of manufacturing activities in the eastern
states were not included in the computed figures during
this period, and the excluded reqgion is known for her

creative and innovative activities in this sector.

The average annual arowth rate for the third phase

was 11.8%. 7This period coincided with the oil boom
period of the 1970s. Government took active role in
economic activities with the "windfall gains® {rom oil
sector. Fporeign exchange was available for importation
of inputs for the industries that have turned external

orienled,

The fourth phase witnessed a decline from an
average annual growlth rate of 11.8% in the third phase
to =3.2%. We can attribute this sharp decline to the
economic crisis the economy is experiencing; shortaqe
and lnaccessibility to foreign exchange. However, the
overall average annual growth rate for the seclor is

impressive.

On Table 3.4 below, we present the contribution of

the manulfacturing secctor to Gpp from 1960/61-1986.
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Table 3.4

oross Domeshbic produet nlu!ILvUifanUEjng_Fgmuljv*nl of
GOP afb 1900 constant raclor cost (i niTiton).

Year GDp H%nufauturing Componank 2 as Y of -
1960/61 1764534 .48 A.R
1961/62 184,671 9.641 S«?
1962/63 19242 10.049 Haeb
1963/64 181,75 11:85 ha?
1964 /65 196,90 11.81 6.0
1965/66 203.27 13.99 6,9
1966 /67 200488 13.87 6.9
1967 /60 159 w11 1140 7e2
1968 /69 167 .06 12 «419 Tt
1969/70¢+ 23253 16.87 7.9
1970/71 280.91 2013 Tow?
1974/ 72 330.89 20,69 H.3
1972/73 354,06 25.1R i |
1973/74 368.82 16.68 1.5
1974775 102 .16 11,573 34D
1975/76 385,96 21456 Kb
1976 /77 429,93 23.62 S5ad
1977/78 459,38 22.83 Lal
1978/79 420.82 2943 T0
1979/80 444 .65 40,42 a,0
1980 185,39 10,68 n.4
1981 191,83 47.91 a.7
1982 498,24 56,70 11le4
1983 476,31 53:14 11.2
1984 4419 o 21 40.85 9.1
1985 605,29 2e42 554
1986 591,10 33.08 5.6
1987 600437 28.22 4.7
. The easbtern skates were excluded from the series

for these years.

Source: Cdlunn 1 2 2 compiled from, the Appondi«,
Colunn 3 computed from column 1 & 2.

From the above table, the contribution of this
sector to GpP was al its peak (11.4%) in 1982. This
is not impressive, especially when compared with what
obtains in some LDCs; South East Asian, South america

and even Sub=Saharen African countries. It has been
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cehovad  that in the ecarly 1970s, the manulacturing seclor

contributad 17.5%, 25.1%, 19.5% and 11.2% respectively

11
to the ¢pp of Thailand, Brarzil, columbhia and poenya.

wide ranqge exints beltween Nigeriats mamifactm ing sechon
contribution of 11«27% 1n 1283 to GDE anedl Lhe came conlri
bution of 21% by the middle income developing countrics

32

for the same years

This secloy has witnessed a tromedions expancion,

It had 464 establishments, employing 65,272 (1712 non-
Nigerians) in 1966, 596 establizlmoentsy employing 517,.“1"!'
in 1968 (paslern Staltes [igures not included) and by
1976, there ware 1,310 establishments with a tetal emplo
ment of 272,683, The total of persons employed in this
sector reached its peak in 1981, with 449,093 persons.

Appendix 3.7 shows the number of persons employod in Lhe

manufacturing industrins.

The ‘expansion activities in manufacturing seclor
favourad the consunmer qoods indusbriosg rood, Textile,
Tobacco ete in the 1960 o early 1970s. These indus-—
tries received the blessings of the high tariff structur
The effective rale of protection on Table 3,5 bultress

this asserbtion.



- 81 -
‘va}l-"lp 3-1-?

Effective Rale of thENfLiﬁn £

1057 1962 1967
Consumer Gools 69,6 b b 120.6
Intermediale Goors 3550 26,6 91,0
Capltal Goods Ha7 18.6 HOa0

Source: EBkuerhare .1, amndd Thuoma A. "Caplial goods
Industry as Essential Ingredient for Niceriat's
gelf-peliant Industrialization strateay®, 1984
pel3l.

From the table above, we observe thal consumer

goods were highly prolocted by the tariff. piffersntiated

tariff structure was adopted in 1967; as finished qoods,

raw materials and spare parts within the same indusbry
carried different import duty rates. Inputs lmported

for industrianl users were charged Lhe lowest rates.

Charges (l.c. tariff rates) on intermediate and capltal

goods were wilhin the range of 0-15% while finished

goods attracted Hetween 40-75?’-.33 Thls tariff structure

deoes not favour Lhe productlon of capital and intermedliate

goodse. The trend of the importation of the latler gowods

were on increase up to the early 1970s as shown In table

3.6
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Table 3.6

The Structure of Imports for Seleclnd Years (™)
1250 1955 1960 1965 1270 1975
Consumer Goords 6O G 5545 45 29.5 32.4
Intermediate Goods 10 10 20.7 24 28.3 27
capital Goods 30 31 258.7 31 A2.7 A0.6

Source; (i1 ) 1950-1965 P. Kilby (1969) p.27.

(1i) 1970 &1975, 1wayemi (1980)

Table 3.6 above shows thal as the importation of
consumer goods declined from 55.,5% in 1960 to 32.4% in
1975, the importation of capltal rose from 25.7% in 1960
to 40,.6% in 1975. The decline in importation of consumer
goods could be associated with the increase domestlc
production of these products and the restrictlve trade
policles. Between 1957-1975, the food, beverages and
tobacco industry group contributed at least 32% of total
manufacturing value added, in each year of thls perliod.
Precisely, in 1975, this group was responsible for 42%
of the total value added of Nigeria‘'s manufacturing
sector, while the share of machinery and metal products
increased from 4% in 1962 to 7% in 1973.34 Ccomparing
this trend with other LDCs such as pakistan and prazil,
the reverse is the case. The machinery and metal

products contributed 23% and 32% to the total value added
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of manufacturing scctor in 19613 respectively. pood,
bevarage and tobacco contributed 18.6% for both countries

in the same period.

These industries, most of which are import substitu-
ting in nature; rlour pills, Cement Factories, Paper
Mill etc were embarked on, only to become dependent on
Importation of raw materlials and other inputs, thus turn-
ing Nigeria into captive market, for the heavy indus-
tries in the Western world. For ipstance, most machines
installed in those industries were desianed and Lmported
from Europe, Germany etc, without any input from our
engineers ecither at design or construclion stane.

358 )
Osoba stressed on the high dependent nature of

the manufacturing soctor and gave its esktimation as

50.7% in 1974, 43% in 1975 and 48% in 1976. He was
optimistic that the figures for the late 19708 and

early 1980s will be hioher than those previously niven.
The economic crisis of the early 1980s has exposcd the
seriousness of this dependency. Ilence, economic measures
have been put in place since 1982, to force indusiries

to look inward for their Inputs. The weak linkaaes
exhibited by the manufacturing sector due to this
dependency has forced other sectors to become dependent

on external market for survival.

The employment impact of this sector 1s very

marginal. For instance in 1976, it accounled for about
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1% of the labour force, and out of the Jlahwur force of
32.2 million in 1280, only 517,000, respresenting 1.6™

of the total were employed in large and mediom size
establishments in this se(:Lm'.BG The capltal intensive
nature of industrial production, embodied in imporied
technology is contributing to the low absorptive capacitly
of thls sector. This low absorptive trend, as imporied
technologies become more sophisticated will not augur well
for the nation; experiencing conbtinuous increase in
unemploymonl rate, The unemployment rabte was put at 4.3
in June 1985« 1his has increased to 7.4 in Seplember

100737

A3 a soumpce ol forelgn exchangn Lo Lhe pablong thn
sector's performance is very weak, despite all the
incentives it enjoyed, 1In addition to the incentives
mentioned earlier, the united Nations Industrial pevelop-
ment Organisation (UNIDO, June 19284) on industry and
external debt in Africa shows that 34% of nNigeria
external debt for 1983 went into this sector. Ilowever,
the total monetary export value of manufactured and

"semi-manufactured products declined from [((65.8 million
In 1970 to N42.6 million, H17.4m for 1280, and 19282
respectively. 7This later increased to #H65.4 million in
1985. 1In percentages, these constitute 7.4% 1n 1970,
declined to 0.3%, 0.2% for 1980 and 1282, then rose to

0.6% in 1985. The picture so depicted do not reflect



all the s~dbor has enjoyed.

In Lhe next chapter, we attempt analyzing the
activities of nNigerian raper 1111, aebba as a sample
of lmport subsbituting industry. The analysis will
shed light on Lthe operation and performancs of 1he mil}
in the past and alt present, which will epnable us appro-
ciate the potantianls of import snbetituting industries

in Nigeria.
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CHAFTED roun

el  ADNALYZIS OF THE ACTIVITIES O Hip JUNEA

The initiation of a pulp and paper indnstbry datos
back to 1951-52, when the first investigollon on nouveen
of raw materials took place, Testing for flbre
cellulose commenced and by 1963, thren Eimhors hoed
been fully tected and Gmelina was found as the best
material. Hcwvever, the pritish experts obsorved thak,
the viabllity of the project depended upon the develop-
ment of a local source of chemicals. ‘The constroction

of 1IN tock=ofl, as testing for raw malerlales conbinucl,

ISI presupposes the exislencea of local resounrcesn,
thus, the tectino for fibre cellulose was aimed atk
identifying raw materlials for the mill., The feasibilily
studies indicated that, the mill will be primarily fod
from natural weodland of River pochi and piver I1wa
forestry rescrve covering a total of 278,700 heclarns.
Hovever, after fourteen gpecles of hardwood wers iden-
tied, the Germans were given the contract Lo design a
machine that will utilize them for pulp and paper
production. (7The species of trees identified are con-

tained in table 4,1). The machine designed is identi-

fied as the hioggest paper machine in the whole of Africa.
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Table 4.1

Link of some Indigenous rugpabls rres gpecing

-

notanical pame Family Vanacular flam

1. Acacia SPSs Mimasncen -

2ea Afznenlin africana Caesalpiniacene pawa(ll), Apa(v)
3., Albizin sPP Mimosaceae Ayinrelba (v

1. Anogoissus Sohimperi  cambretaceas  Ayio (¥)

5« Bubyrospermum pParkii Sapotacene Emi (Y)

6. Dpanieollia Oliveri Gesalnlnacean naje(il), Tya()

7. Delbarium Senagalense " Taurahurmi (1)

B. Iscoberlinia doka " poka (1)

g9, Lannia acidissina Anarcadinceae Faru (1)
10. [itraoyna enermis Rubiaceae Glyayya (1) ,0koba(y)
11. Parinarum Kerstingii Rosacear Kaikayi (1)
12. Ppakia Clappertoniana pimosaceae borowa(il), Inbal{vy)
13. Pprocgopics africana " Kiriya{n), ayan(y)
11. Plerocarpus evinaceous " Apepe (v)

Notes: |l means llausa, Y means Yoruba.

Sources: Joreslry pepartment nNpil, Jebbas

The commissioning of the mill, 1ike olher import
substituling industries witnessed a tariff structure,
Lhat favoured importation of inpuls for Industirial
usaqe. JrFor eoxample, import dubty on pulp; a substanliol
raw material in the production of paper was free, uptil
1984, wﬂon it first attracted a duly of 10% and
increased to 157 in 1987. The importation was intenci-
fied in the 1970s with the flow of foreign exchange from
the sales of oil and increase demand fcor paper products
with the fast growing population. The Importation of
pulp grew from 6000 tonnes (U.,5. $790,000) in 1971 1o

12,000 tonnes (U,S5. $5,932,000) in 19276 and later
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stabilized ol 5000 tonnes Hill 1ﬁ83.1 St comsumplion
of paper products was estimated to have increasad from
14,000 ~ 27,000 tonnes belween 1960=-65 when the popula-
tion was belween 40-65 million to arcound 222,000 Lonnes

im 1976, when the population was about 77 million,

NPM embarked on importation of pulp instead of
utilizing lhe domestic hardwood, while timber logs woere
éxported for processing abroad. Table 4.2 depicts the
quantity of weod products exported from 1960-1970,

Table 4.2.

Export of Major Forest Products in Nigerias gxport volomne
(1000 Ccublic retres)

Year Timber Log gawn Timber Plywood & Exportl
Yeneer virdua (1)
1960 G29 © 59 19 20.006
1961 579 62 20 19,942
1962 459 66 22 17.180
1963 597 76 21 20,406
1964 607 76 21 21,560
1965 458 ! 25 19.520
1966 514 37 16 17.588
1967 455 51 14 13,086
1968 492 46 13 12.936
1969 487 45 12 15.788
1970 452 42 11 11.894

source:=~ (1) Federal Ministry of Trade, Trade Summary
various Issues. i

(2) Economic sSurvey of Nigeria (1880-1975)
S. Olayide, p.41.

As we continued to export these wood products,
50, we lmported some of these wood products (see

- Appendix 4.1). From Table 4,2 above, we observe that
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the quanticty of wood products exported and the amount
earned decreased. This can be atiriluted to Lthe esta-
blishmenks of African Timber and plywood Industry (ATE)
Limited at sapele, Nigerian-romanlia wood Industry
(NIROW) in Ondo state and some saw mills that were
exploiting the wood products. By 1976, the exportation
of Timber logs was banned, to give room for local utili-

zation.

The linkage and employment effects of NP was
minimal, as it became dependent on external market, ror
instance, the importation of pulp anl waste paper into
Nigeria increased from N4,171,555 in 1975 to N17,623,920
in 1985 (322.5% increase) and later reduced to 112,502,370
in 19862 (B6% decrease). ‘The drastic reduction to
N2 in the amount spent on importation of pulp and wastno
paper could be due to the restrictive economic measures
taken within this period. The demand for imported pajor
was simultanecously on increase as NPT could nol meet
domestic demand. The amount spent on importation of
Newsprint paper which was §91,530 (655.8 tonnes) in
1958 rose to 11,006,408 (7,188.9 tonnes) and n25,544,720
(14,793.2 tonnes) in 1969 and 1985 respectively. The
Increase in the amount spent on the importation of this
product between 1958 to 1969 was about 10007 and 24387

between 19692 and 1985. Although there was a decrease in
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the amount gpoent in 1983,

In 1962, the sum of N1,392,866 (10,87 Lonnrs) was
used in importing kraft paper and kraft paper boards
(one of th~ '’ products)e This amount increased 1o
HA8,585,795 (56,044 tonnes) in 1983 =23 2o 1Tnet 19
N11,071,061 (9,238.6 tonnes) in 1986, 7Tha amounl spenld
on the importation of these products in percoentaans

Increased by 33387 between 1969 to 1983 and declind by
77% botwuren 1783 Lo 1986.

Exercise hooks worth 11779,262 woere imported in 1052,
This shut to 1,726,167 in 1985 to reach a peak of
N3,125,053 in 1981. Table 4.3(a) and 4.3(h) depict Lhe

situation clearly.
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The country of origin of these imports were gevmany,
France, U.K, Sweden, Hong Kong, India, !latherland, 9,5, 0.,
Brazil elc. Thus inference could be miaide on why irla
Brothers opted for the importation of pnulp, as they
insisted that pine can not grow in Hioervin and male no

effort to plant Gmﬁllna,z(a)

that grows in Nigeriaes oLhoy
sources of raw materials which were identifled since 12602
and were not sourced were Ragasse, Damhon, Eucaluptus,
waste pPapnr, Adricultural waste prodocts and f:x"r’l.‘"-.".-“'."i.:!
The economic *'doom' of early 19f0s forced the mill to
look inward for inputs and the expansion exercise onabloe

NP staff fo qgelb assess to training on pulp and paper

making in India.

1t was the same expansion exercise that gave birih
to forestry department in the industry. The first az Lan-
ment of the department was harvesting the natural hard-
wood in the forest. out of Lhe total of 278,700 hectarer,
6,500 hectares were chosen for harvest. The thought of
planting trees emerged and ploneered by a nioerion
Engineer4 in 1983 as pBirla Brothers of India formalised
management of the mill in 1982. The planting exercicse
was intensified with the appointment of the first indi-
genous managing director. The plantalion size as at
1985 was 50 hectarese. This was later increased to 280

and 500 hectares in 1986 and 1987 respectively,., Thn
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target for 1902 was 1,000 hectares, bul the size wag 560
hectares as at 26/10/88, The major lrros on the planba-

tion are in cmelina family.

The mill's planation, which is sited at puon in
Borgu Local Government Area of Kwara 3tate is close to
River Awon, which is use to wet the gqrowlng trees. The
advantage of the plantation over the wild forest arnj
the tree-sizes are malntained by treaming, network of
roads are conslructed to link the trees and workers arve

protected fromn the sum.

short fibre, while the mill nood
The hardwecod from the forest conlain 1eiy¢ilhre alnoog al 10

6,000 tonnes every year in her production activity. Long
fibre for cxample constitute 607 of raw materials 1In the
preoduction of sack kraft, used for crment bags. The
company has been importing long fibre pulp, after it has
been convinced that long fibre tree can not orow in
Tropical reqion except in temperate region., However,
an_expert in forestry conservation; aGalbricl Etuk UdnG
dlscovercdthat abundant of long fibre trees grows in
forest plantation in Cross River and plateau states. o
observed that the importation of long fibre was "a qrand
design to drain the nation of ils foreign exchangne
resérves".7 To buttress Udo's findings, Adnqhehinn
observed that the initial introduction of pines in NHiceria

date back to 1919, but the first successful pine planalion
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was established at vom In Jos in 1954, Since thong, plone
tations of pines have been raised within the lowland and
medium altilude arca of the counlry. A good exomple Qo
the pine plantation on pambilla Plateau., This findings
stimulated 111 to search extensively for this product

to minimize cost of production, as the mill is exposod
to compelition, with the rationalization of tagiff

structure, that favour importation of paper productis,

With the commissioning of the expansion project,
the mill depend on raw materials (Gmelina) from tiokwa
(Higer state), Jebba, Aleghbede, Egi dogari (all in
Kwara stale) and Kaduna State, Little quantity of pine
is got from Kaduna, specifically from Afaka, whrore 300
hectares of pine (pinus caribacea and pinus cocarpa)
had been established by the end of IQGS.Q Pin~ is also
supplied from Zzaria forest reserve (Kaduna Stale) and
Iwo in Oyo State. The manaaement has negoliabed with
private farmers in ogbomosho and Iwo (all in Oyo State)
to supply Gmelina also. Forest Reserve Instiltule in

Ibadan suppliced the mill with some inputs.

NiM, is experimenting on the growlh of pine, Bucaly-

ptus and sterculia setigera.lo

pine seedlings worth
N15,000 for 30kg have been imported from Central america
for planting. The expensiveness and scarcity of the
seedlings is an indication of high demand for it,

especially by tropical countries. The Forest Reserve
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Institute (1badan) has lmported pine-seedling worth
NI50,000 (about U.5. 455,000) between 1977-1978n)
in order to assist 1In the supply of the seedlings in
future, As at 1987, 20,000 pine seedlings were planted

by NpM, although experts like Adeqgbehin and omijeh still
doubt the success of the venture around Jebba area.

Pines take a longer time (15 years) to mature Lhan cmelina.
The mill is negotiating for land to grow pines in Jos,
Ibadan, Cross River and Rivers sState 1f possible, The

forestry activitles receives financlial asslstance from

NACB, UBA, Federal Minlstry of Finance and Foreliqn Loans.

Long fibre, whose price has Increased {rom
$308 in 1978 Lo $516 and 3560 (per ton) In 17987 and 1208
respectively is still being imported, although, the mill
has reddced its importatlon by 50%. wWaste paper are
source for within the country to supplement the use of
Imported pine. A ton of waste paper fetch 150,
1,000 tonﬁus of waste paper and a minimum of 3,365
trees each day 1s needed for the mill to eperate. Bam oo
sticks,13 which is characterized by containing medium
fibre is bought in commercial quantity from the Indiqgenos,
A ton costs pM275. 1t has its dlsadvantage; damanges
the paper machines, as the machines are technically
designed to crush hardwood, thus production process is
slow. Hownver, it uses less chemicals than hardwork.
Effort is on to import machine for crushing bamboo, which

is abundant in Nlgerlia.
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. 1 s
Other inputs such as A]urn,1 Limestone, 5ilicalbn,
Starch and a partial substitute for posin known ac aionl

are sourced locally.

The anlysis so far butress the {fact that the raw
materials are avallable within the country, failure Lo
recognize thelir existence was due teo laxily in the ilmpde-
mentalion of policies, which had drained the nationts

foreian exchanoe.

The sourcing of these materlals Is considered
cheaper than importation, with the continucus increaso
in the exchange rates 1Inspite of this, the prices of
the mills products are on Increase. For instance, a
ton of sack kraft that cost N23,500 in 1927 has ilncreasod
to N7,000 per ton in 1989.15 Consumers deem it advan-—
tageous to import if not for the high exchange rate and
its scarcity. High prices of the mwill's products comparnd
to those imported is attributed to its locatlon. rFor
example paper mills by traditlon are located near the
river, to afford them cheap transpor tation of wood,
usually located along the same river. The reversn is
the case as recard NPH, Jebba. The mill's source of
wood is not sited along the river or railway station.
Thus, Lthe company bears high coslts in conveying its wood
from the forest.and other sources by road. Normally 70

* miles (about 14dkms) are consiiered limit fo cconomic

16
trangportalion of pulpwood,
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In addition, the mil] 1s at disadvantage in ACONN=
mies of scaln compared fo thege abroad.  peor exanplo,
it has a capacity for 200 tonnes of indugirial qrade
of paper per day compared to about 1,000 tonnes per day
in most Paper mills abroad, Costs are minimized vin
the use or modern technologies and Infrastructurne which
are lacken in HPity, Jebba. Pprovision of houses, vatey
transportation are additional costs to the mill, which i.

reflected in the pricing policy.

Furthermore, royalties charged by various alaln
government is considered too high and pressure is on o
increase the charges. fpor instance, Kwara State goverp-
ment has not only succeeded in incroasing the royalty
from N20 to 136 per ton, but asking for two monlhs pay-
ment in advance, Paper mills abroar are saild to pay a
token royalty of about g2 per cublic ton, The mill is
also subjected to civil service control, while it jg

expected to compete and operate in A private soctor
setting, 212062

In terms of the quality of the products, prn product 5
may not match with those imported as the source of ray
materials and machines used differ, por example, paper
pProducts from Scandlnavian countries, where 100 of long
fibre is used in its production should be stronger than
that of NPM, Jebba, However, the products.of Jebba mily

.satisfy the end use perfectly like those imported. e

e TR
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mill won an international award in 1796 for qgood
qualily and market activilies. e also confirmed fro
sokoto Coment Company that the quality of sack bags mads

from nil paper products is of Internationnl standord,

with several years of protection, 1L is axpeclaed
that domnstic industries operate efficiently as thoee
abroad. tlowever, the constralnts mentioned earlier han
hindered most industries from achieving this objectiven,
Nevertheless, while many parastatals ask for tariff
to protect inefficlency, Nt 1s asking for tariff just
enough to put it at par with foreign mills, for compe-
tition to be healthy. 1n order to achieve rationalizn-
tion of tariff structure contained in the SAp decument,
an interim tariff structure was announced in Sepltember
1986, lowering import duties. Analysing 1987 budget,
the Finance Hinister17 admitted the inadequahcy of
the adjustment and that it will be reviewed. MAlN
survey on the effects of the adjustment showed that it
place's local manufacturing at a disadvantanage as Lthe
difference to tariff between finlished goods and imported
raw materials is too marginal. Maklng a comment on Lhe
new structure, the president (of MAN) said

"there is still, at the moment gret confusion

in the private sector as to whether Nigeria

intends to remain a nation of traders or become

an industrial npation", 18
This adjustment affected the mill's products, as the

custom duties were reduced from 50% to 40%. The minage-
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of imported kraft and sack kralt paper is far belou the

millt's production cost.

Thus, the management is edvocating for a tariff
protection of a minimum of 507 and maximum of ALY,
This 1s below Lhe 100% recommended to the qgovernment for
the mill, contalned In Federal Goverument commisnnionod
Market Report by Foreign Consultants in 1282, The
demand of the mill takes into conslderation constraints
faced by the mill compared to thosce abroad,  Althouah,
in the revieowed exercise (198f), the cusbtom dulies has
been increased Lo 45%, but the increment is consideved

of

marginal to discourage importation./ paper products,
This assertion receives the blessings of the manargenonts
of sokolo Cement pFactory, who claimed that 'it is slill
cheaper to import sack kraft paper if not for the scarco
foreign exchangets Thus, the markel for the mill's
products and Lthe converters 1s not safequarded by the
rationalization of tariff. 7This threalens Lhe moans of
survival of about 25,000 employres in paper Industrye
Othaer import substiltuting industries are not favourod

eithar,

The output of NiM is baslcally a raw materials for
factories maling packaging materials; cartons and
cement bags. For instance, the mill supplies all ithe
cement factories in the country with sack paper baqgs.

Many industries patronizes the mill's products,
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especially as it become costly to inmport with the hialy

FEI1 rale of exchange. 1Howover, about forty-nine cuilomorg
of the mill are officially ragisternd wilth paper and popor
board manufacturers and converters ascociabtion (PFiITictA).
The pnawag of come of thesge cuslowers are shown on

appendix 1,2,

The linkages between the mill and other indogbrio
are waxing silronger. For example, part of the lime
prepared in the soda Recovery Department of the 17111 i
sold to Sucar Company at pacita. Ni'M uses lime in
cooking woed, while Sugar Company uses it to purify
sugare Lime itself 1s prepared from Limestone, which
is in abundance in Nigeria. The mill gots supply frow
Jakura Marble Industry (JMI) in Lokoja (Kwara Stata),
In which the mill is a share holider as shown in chapler
ones The supply of limestone also comes from Ebeti
(Ccyo State) and cCalabar (cCross River State). Limestons
from JPI-iS crediled to be the brst and aboulb 400 Lonnos
are supplied monthly., Sugar company would in return 12
a good source of raw materlal (bagass) to Lhe mill if
it could be expanded to produce about 100,000 tennes o
year.19 This is considered more economical  for the
mill as the envieponment is said to be conducive for
growing sugar cane, waste paper and namboo sticks are
supplied by indigenes. Another good linkage that

developed of recent is between the mill and the new paper
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converters at Erin-1le, some 170kms from Jobba.  The mill
supply the converter at Eoin-Ile with cartons and in
return, the pajer converter suprlies the mill willh vnsto
products for rocycling.  The mill depends on Hioerian
Superphosphate rertilizer Company Limited ai gaduna for
the supply of Alum, since the Importation was bannad,
Silicate is gol from Jos.?U starch is being supplineg Fry
Nigerians; starch was hitherto importnd, as it was not
process2d locally on a large scale., The mil] gqots fuel

from NNPC.

within the mill, there exist backward and forwvard

integration. 1h the case of backward Infeqration, the

mill grow Gmelina, pilnes, stercular setigera and Encalyptue,

By 1992, the mill will start to harvast her cgmelina. Thes
waste paper and products of low standard are recycled,

As regard the forward intnqratiun, some of the output of
the mill are diverted to the convertinag department to
produce finishad paper products; stationaries, exerciss

books, envelopes etc,

The linkage and Integration effects enable the mill
.to increase her employment generation directly and
indirectly. Indirectly, the inward strategy the mill i-
pursuing must have created jobs for Nigerians, 5 reqard
the direct effects, the number of Nigerians employnd by
the mill increased from 306 between 1984-85 to 667 betuson

1985-86, despite the retrenchment exercise most industrieg
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pursued in the early 1980s. The reduction in the sise of
Nigeriang employed In 1987 as shown on Tahlae 4.4, wan due
to terminalion of workers on temporary appolotments (mainly
junior workers). The number of som? workers af fected by
retrenchmant vfevern in some industries 1n 1987 is shown
on appendix 4.3, while Table 4.4 shows Lhe staff strength
in NpM, Jebba belween 1980-1988,

Table 4.4

Total Staff Strengkh as at the end of the tinderlisted Ynars

Year 1280 1981 1982 1983 1984 1985 1986 1987
Total 1034 1028 1153 1170 1742 2043 2700 2620
Nigerians n.a Nea n.a n.a 1681 1987 2654 25095
gxpatriates Nn.a Nea N.a Ned 61 56 AG 25

1e83e

e
|
[y}
2

™
poy |
s
~3

* Flgure was at 15/7/88.

Source: Statislic Section, pPersonnel pepartment, NP, Jebba,

The job opportunities offered directly by the mill is
not lmpressive, and thls we attribute to the sophisticated
technology used in the production activity. The pCs freo-
quently change the models involved in producing pulp and
paper products; 1964 model was more manual, another model
was lntroduced 1n 1982 and latest model which was out in
1987 1s more of a compulerlzed type,z1 hence the tendency
to employ less pecple. Even at the converting level -
the method use by the converters is capltal intensive and

most.of them depend on lmported machines.22
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The number of expatriates employed in NPM as depicted
in Table 4.4 continues to decline since early 19805, as
the economic measures made it difficult for them to ropa-
triate much of their earnings. Another reason aiven by
the management for this trend, is the Nigerianisaticon of
staff embarked on since 1985. One wondaers why the anthority
is just implementing what has been given lngal backing
since the 19270s5. The departure of the expatriales have
little or no effect on the operation of the mill, a=s
Nigerians are already equipped to take-over thelr rosponci-
bilities. An Indian, that heads Soda Rocovery Deparimont
gave a pass mark to the performance of ‘'igerians afler

their training abroad.

NP1t has the potentlal to export her products, to 2arn
foreign exchange for the country, howover, this is not

aboul
given priority as only /70% of the domestic demand is w~t.

24
For instance, the company received an order from guwait on
13/7/88 requesting for kraft paper and some West Africa
countries are willing to import paper products from (liqgeria,.
Nevertheless, a lot in terms of féreign exchange is being
saved for the nation via inward looking activities of the
mill. The positive steps taken since 1786; reduction by
half of the volume of imported rosine, the patronage

ef JMI, local productien of sulphuric acld, re-activaltion
of the workshop to fabricate spare parts formally imported,

reduction of expatriate workers would enable the mill to

save as much as N200m in foreign exchange. nNMMC is already
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exporting her products; the first batch of her oxporl
was shipped to a customer in Minneapollc,; America in
Octecher 1287 and the second batch (3,000 tonnes of Llaachod
standard newsprint) was exjorted to Jan Licbig of Sweden
in the wmid Hovember 1987.25 This action of NIJIC wag at
the expense of home dnmand.?ﬁ

The technologlcal base of NP, 1like most import
substituting industries 1s foreign orientad and spara
parts are continuously imported. The iron and stecl plant
at Ajackuta, that should have formed a selild foundation
for fabrication of spare-parts in the millts workshop is
not sound fooled in the economy; it 1s externally oricunltod
also. It is estimated that spare parts the workshep
fabricates is Jess than 1% of the mill's nend, thus, Lh~
mill lost millions of foreign exchange on spare pavls.
.Nigerians are there to repalr and service the machines,
with availability of spare parts. This aroup of higerians
comct}:-m::k from tralnino abroad of recent as shown in

chapter one.

Research work is also intensified. ror instance,
it was the research embarked on that snable the authority
discover that bamboo sticks consumed less chemical and
bagass cannot be used for the mill's production exercise,
Professor Odeyemi from University of Lagos was glven the
contract to research on the use Raffin palm in the produc-
tion of paper products 1n 1988, FIRO Oshodi 1s also por-

forming a research for the mill.27
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Finally, the millt's contribulion Lo the state thorve
it is sited and the nation at large cannct e over-
emphasized. The establishment of the mill has browght
facilities; nNank gService, pipe=borne Wdtﬁr?” to the deoor-
step of majority of the people in Jebba. The powsr j*lont
installed with the expansion exercise can gnerate
electricity sup;ly to the whole town, including the mill
in the absence of NEPAe The roqd to Okbe=awon,; a
distance of forty kilometres from truck A gona to vhere
the millt's forestry camp 1s sited including a bridoe
across River Awon was constructed and tarred by the
company. In fact, the Emir of Kanmen has been callliig
on Kwara Gtate government to take-over the road and
extend it to his domain, as it would serve as a nood
and short link uith the Borgu Local Government Arca,

"compared to Lhe olher routes that goes via [lger statn.

The presence of the mill is felt by those rural
dwellers in Cke-Awon and 1ts surroundings. The number
of the villagers has increased tremondously from about
20 before Lhe establishment of the forestry camp Lo aleul
450« The mill cuploy about 50 citirzen s of the village
as permancent staff and always employ about 100 casual
workers annually. Progress is on, on the bore-hole water
project in the village. Modern places of worship and
market are being develcped. An elementary School has
been established with the help of the company. A

gencfator plant has been installed for the workers and
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plan is almonzt complded to site a police station in 1he
village to qgive re-inforcnmont and security tn cover over

200 staff living at the camp,

In Lerms of revenue to the slate governmenl, Ywvara
State governmont has acknowledged the prompl payment of
tax by the mill. The role of NP In the dovelopment of
the state is appreclated and a sccondary school is to bhe
established at Jebba, to change the daplorable siturtion,
where children of NpM staff have to travel many kilom~ig

to nacita daily for seccondary education,

At national lrwoi,thn mill continurs partially to
satisfy lthe counlry's need for industrial grade and olhnr
paper preoducts; as the population of students, mimber of
printers and commercial ventures that requires handhills,
business card etec increases with industrial devalopment of
the nation. 1In fact, the acute deficlit of paper and papor
products has conkributed Lo the high prices of writing
materials, duplicaling paper etcs The prices of some of
these preoducls have increased by over 300%, when compoared
with 1982 prices. It is interesting lo note that (lalional
Election Commission (NEC) election boxes (1987) were
products of HpH, Jebba. The mill 1s generally expoected
to make a substantial profit as it exploits its monopolislic
power, however, this 'dream' is yet to materialize, as
the mill is just a monopolist in production but not in

marketing. The tariff rate encourages the Importation
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The ahalysls so far obviously shows that upm is
potentially a viable pruject,29 although, it has fallen a
victim of privatization syndrome. If olher mills and
import substltuting industries can borrow a leaf from NI,
Jebba, we will deflnately achieve our ohjectiye of trans-—
forming our dual economy to a dynamic and self-reliant
one in the nearest future. For example, breweries have
resorted to the use of maize, guinea corn and other raw
materials locally produced. Flour Mill, Nasco Blscuits
etc use maize flour and other locally sourced raw malerialn
since the ban on importation of wheat. yheat is now
being produced in Higerla; these are the sort of thinas
we were hitherto made to bellove was Impossible in
Nigeria. This sort of things is a pointer to Lhe fack
that developed countries (malnly the western Countring)
_do all in their power to keep the less develope! connlrics

perpertually underdeveloped,
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Adegbehing J.0. and omijeh rraw Malerials for pulp
and Paprr Industry in Nigeriav Commonwoalth lorestry
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Nigeria Trade Summary Various Issu~s.

gmelina is a natlve of India and South-Lantarn Aniag
but has bean egtablished in Nigeria and other poarts
of Waest Africa for many years.
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production in pustralla and Soulhern Africa.
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At the present time, there is no organized method
of collecting waste papers in Nigeria.

Bamboo sticks are used for paper making in china
and Indin.
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tiuch Alum is used in the production of paper. oul
of a ton of paper produced, 30kg of Alum iz urod,
1t is also used for purification of water in the nill,

The asirenomical Increase In the price of i, Jgohha
paper products we confirme~d from the production
[lanaaer, Jjokoto Cement Company.

Report to the government of Nigeria "peasibilily
of Establishina a Prulp and Paper Industry? pond
and Agriculture Organization of the inited Hations
hRome 1968.

chu Okongwu, See paily Times 5/1/£9.

Vavods CW.l'e 'The Structural Adjustment proaramm (SAP)
and the Industrial sectorr in sSAP in a Developing
peconomvr: the case of MNigeria. Adedotun and kel
{ed) NISER, 1badan, 1987, p.157.

vFeasil'ility of pstablishing a pulp and Paper
Industry® FAO of United Nations pome 1969, p.d.

with the cemmgnsioning of the bPatrol=chemical plant,
ve hope more chemicals will be produced for indusnitrinl

USSR,

Intervirw with pirecter of Converting, distribubtion
and Marketing, who hajpencd to he one of the delr<
gates sent abreoad to study the latest developmont
in the production of pulp and paper product in 1928,

Osoba A.l. (ed) 'Toward the Development of gmall
Scale Industries in Nigerla' NISHR, 1987, p.193.

Businces Time ttonday Auqust, 22 1981, p.15.
Financial punch, 23rd Jguly 1987,
Business Times, Monday December 7th, 1987, pe.”3.

Members of the Association of Nigerian Prinlers
condemnod exportation of Newsprint by NHNMC, while

it procduces at less than half of 1ts installed capacily
and 60% tariff has been placed on importation of
newsprint - Business Concord 8th March, 1988, p.%.

Discussion with the Assistant pProduction HManager,
NPI1, Jebba.

See Nicerian Herald 2/6/87, where Jebba reople
appreciate the assistance of NrM in supplying thom
with pipe-borne water free of charge,

It is a viable project if not for the disadvantagooug
position of its location.
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CHAPTER FIVE

SUNMIAPY . COPCLUSTON AIID RECCTDENMDAT IO

i e . S . S . A ——

Summary and Conclusion.

o

This work has attempted to examine the {ssue of
import substitution industrialization strateqgy in
Nigeria from the stand point of one firm. e have tried
to provide insights into how the strateay was oporatad
in the firm in the first two decades of Nigeria's
independence and the chanae of trend in the third
decade; wilh Lhe economic recession. This is not
peculiar to Nigerian paper mill, Jebba alone, other
import substituting 1lndustries exhibited the same fea-

turese.

In the course of the work, we tried to make a
case for import substitution industrialization strateqy,
as a base on which Nigeria's industrial development
can take-off. The failure of the stralegy in most
LDCs and Nigeria in particular in the first two decades
is not unconnected with the activities of foreign
investors, that dominated the economy, especially the
manufacturing sector that 1s seen as the hub of indus-
trialization. The aim of these investors usually is
to achieve quick returns on their investment at the
expense of the development of our motherland., Thus,

Nigerian economy was operated mainly to enrich and
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satisfy foreign interests with the aid of their local

agents.

The revenue that accrued to the govermment with
the increase exportation of crude oil manifested liself
in '0il push' inflation, change in the pattern of our
consumption, production and investment and neglect of
agricultural sector that should have formed a solid
foundation for our industrial development. nMost of the
benefits from the o0il sector went back to the forelqn
firms in other sectors of the economy such as foreign
firms in building and construction that won contracts
for the construction of fly-overs, Halional Thealre and
other whilte elephant projects. Thus, o0il wealth failed
to serve as a source of rapid industrialization in
Nigeria and public debts were piled up for succeading

generations.

Evidence have shewn that mosk Des achieved rapid
industrialization through import substitution indusntriali-
zation strateagy. For instance Akin (1986) observed
that mapart from the case of Britain, which initiated
the industrial revolution and for a time, had a near
monopoly of the world market in factory goods, all the
other present 'developed' or industrialized countries
established their industries through import substitution®.
Thus, the author posed the question to himself; why has

I3 failed in Nigeria?



- 116 -

In the course of the work, we were able to trace
the failures of 151 in Nigeria iIn the past mainly tog-
- the exploitation and control of lNigeria's resourcos
by foreign monopolies.

- rhetorical attitude of the leaders in formulation

and execution of policies.

Foreiaqn firms were firmly in control of the decades
economy within the first two decades as shown In chaper
three. The inlerest of their parent companies was
given utmost priority. Thelir roles in influencina govern-—
ment policles can not be overemphasizrd, hence, we ave
not surprised to see the effective tariff rate in favour
of production of consumer goods, The rates encouraged
importation of raw materials and intermeodiate goods
that are in most cases abundant in Nioeria as shown in
chapter four. Thus, the failure of the manufacturing
sector to bail other sectors out, as regard the supply

of inputs.

Many foreign firms siphon profits out of the country
by all means. For instance, in February 1983, "ihe
Federal Government accused multinational corporations
of backmailing the country by making fake demands for
foreign exchange allocation of over N0 million Tor Lhe
purpose of importation of raw materials, whereas, their
real objective was said to be repatriation of their

money from Lhe country".1 The latest act of these firms
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1s to export cocoa and never to return the procecds 1o

the country.

yie inferred that, the low valuvoe-added thak charoelori.
zed the import substituting industrias could Ta ableibaled
to the brainuaching of Nigerians by expatriales Lthal
were the technical partners and I'anaging Agents of thaano
establishmants of the inferiority of our raw materinln,
Therefore, we have to iImport from their countrics, which

paved a venue for lransfer pricing. These tevil' practices

by these firms are backed by some unpatriolic Nigevioane,

The continuation of the domination of the economy
by foreigners, under relaxed policies will porpetuate
the cconomic dopendency of the nation. All the exploibn-
tions of forelan firms have never been viowsd serien-ly,
until, the cosl become terribly unbearable, Fpor inrlance,
slave trade was carried on for centuries and was juslifind,
colonisation of the 1L.DCs, wilh all its wickednesns wasn
fully justificd and the economic imperialism, which 2

emerged from colonialism is belna justified,

The economnic recession of the 12805 has exposad
the fragile nature of the manufacturing sector and sinee
1982, strict cconemic measures have been surfacing to
force industries to look inward. oOnce, minlster of Trade
and Industries (Alani Akinriade 1987) observed thal vour
previous import substitution strateqy was not addressed

to local product. Rooms were given for industries which
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s b |
did not aim at backward intleqgrationn.’ fhe dmpocaibhili-

ties are now poscible as our industrion source row
materinls, intermédiate geoods locallye. o brewsrioon

use local qgraing, bakers resortnd to olhopr substiinlos

of wheat and surprisingly, wheat that was ance foll connnl
grow w21l in Migerla is now widely under cultivalion in

most Horthern parts of the country.

The research discovered that Nigerians are roploc-
ing the ~xpatrialtes leaving the country in jnrit an' Lho
produclion exercise is nol affectod by thelr departnrae,
For instance, the mill had a technical problem early 1720
which would have cost the country some mil'ions of naira
to get expalriateg from abroad te repair hul Lhe
Nigerians in the mill, carried out Lhe repairs succenn-
fully. The linkage effects of the mill with olheor
industries such as sugar company al Bacita, Jahura liarhle
Industry at fokoja, NNPC, HNigerian Superphosphate rortii-
lizer Company at ¥Kaduna, the cement Industrieos iz wan-
ing much stronger and job opportunitics are providodd
directly and indirectly to Hiverians. Illowsver, the
technolonical base is still not within Lhe reach of
Nigerians. The sophisticated machines are still forcigqn

type, hence the 1ink between Nigeria and DpCse

The recent change in manufacturing activities in
Nigeria ic a manlfestation that 151 can be successfully
practised in Nigerla. 7The threat Lo its success is the

rationalization of tariff slructure and the attraction
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of foreiagn investors into senslitive arens of 1he cconomy,
which tend to re-colenize the economy and do-natirnmalice

Nigerian Inducliry.

Recommondation

It is quite clear from the analysisc above, thal
Nigeria needs to intensify effort to build her jndus-
trialization on the abundant resources within her juris-
diction. The research recognizes the role of exporl
promotion strategy in the development of the economy,
but insist that it has to be a follow up to 151 strategy,
as the domestic demand has to be met before satisfying

the external demand.,

Based on the problems ldentified with nrm, Jebba
which is peculiar to most import substituting indusiries,
the following suggestions are glven:-

- There is the need for re-organlsation of most of
our import sﬁhstituting industries for efflciency in
their productivity, through intenslve inward looking
approach. Industries such as Npl1l, Jebba and others Lthat
need minimum custom dutlies on their products to compete
effectively with foreign imported goots should be
conslidereds.

- Government should hasten to complete paper mill

at Iwopin, on which much has been expended. The comple-
tion will bring into exlistence a mill that speclalizes
in the production of stationaries, exercise books and

other writing materials to meet the increase demand as
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more institutions of learning and enrolment of studoanlbs
increases as Lhe npation‘'s population increases. 1i7iC

at oku-Iboku should pay more attention on satisfying the

home demand for her products inastead of exporting.

- HMeasures should bhe taken to intensify agriculinroal
production of raw material requirement of these industiyies
as they look inward. oOn the part of the respuctive
industries, they should borrow a leaf from industri o
like NI, yrc that invested in planting the needed raw
materials; by giving them lucrative incentives; sucbhsidios
on fertilizror, chemical, improved seedling etc. This
will no doubt increase the inocome of farmers and mininice
rural-urban drift, as more arable land will be pubt into
use.
- Amenitiers that make 1life comfortable should Lo
extended to the rural areas. Fpeeder roads
should be tarred Instead of seasonal gradlng of the rooadao,
- Royaltiers charged by the government on the usage of
forest products should be moderate and equal at bolh
federal and state levels. This consideration becom>
necessary as the existence of the establishments aid the
development of the country; pay taxes, provide som»
amenities and services; for the benefit of those within
their environment. For example Oku-Iboku indiagones
went on demonslration early 1989, demanding that the mill
should employ indioenes and provide them with goodl

drinkable water,
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- The production of capital and intermediate goods
should be intensified., It is possible, ar some fuverk
substituling industries are already prodicing machin:
tocls. A good example is flour mill; in the abaenen of
wheat, the two mills have been modified locally to

maize milling. The exercise saved the mill more lhan
N2e248 million. 1In addition, the mill nov manufaclbores
belt, screw, conveyors etc, such items have bean mant-
factured for Cadbury Niceria Limited and uliug pPorgor
Nigeria I,ir-.litr?d..:5 Thus incentives should be given to
industries that embark on this type of developmonl. AL
this juncture, 1ron and steel plank, and Petrol Chemical
industriecs should be encouraged to improve on their
productivity, as thelr products play a vital rolo in Lho
produétinn of machine stools and equipmenl,

- We are not backward in research and manpower dove-
lopment, the problem is that government fails to recomin-
inventions, preserve invention, reward inventors and
commercialine research findings. This teeand of Lehavionr
on the part of govermnment must changr. We must douvnlop

confidence in our researchers and reward them accordingly.

The rosearch institutions must be challenged on
developmental problems. For instance, The FProject
DPevelopment Institute Enugu has desianed and
fabricated mechanical gari processinc plant, palm kernel

craking plant, washing machines, grain dryers, eqg;
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incubators etec. This Institte chould have beon givon
the challence of developlna machine For crushiing boaheo

sLicks for 1P instead of negobiatine with foreiogncr:a.

Another substilute Lo pin~ ling bern dlscoveraod;

1 " : o
Bichonia,  vhen dried and granded can yield as mich an
260kqg of cellulose rich leong filwre. The preblem is Lhe
crushing of this input. Hence, rasearch instiintes
should be given the task of developing a crushing machin~

for gichonia,

To embark on this implies that agencies that ongaae
in resecarch and developme:nlt; polytechnics, universitics

and researeh indtitutes must be adequately funded,

- Finally, the attitude of the leaders, in whoce hals
lies the formulation and implemwentalion of policies

must be checked in order to achieve a rapid indusitriali:o-
tion process. The golden opportunilty of achinving this
rapld process was during the oil boom, but was mis-usnd
due to laadership problem. FPor Instance, India achioved
independence in 1947, with few natural resources, and her
population is about 1,000 million, but the couniry is
self-sufficient In food production. 5he has about 100
paper mills which are rapidly developing. This, India
achieved through effective leadership. The reverse has
been the case with Nigeriaj; with her vast land and abundant
natural resources, population of aboult 100 million yrt

she still finds it difficult to develop her indusiries
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and feed her population adequately, Thua thore i1a the nosd
for unpalriotic leaders to be removed, as lealrrs are tno
serve as gcod examples to thelr subjects, T Facl, this

forms tho crust of achioving our developmental proarompg e,

Oon the part of the subjects, we slould be proud of
Nigerian made goods and patronize them, The qualily of
the produclts could be improved upon with time, as (i - orion
standard organisation performs her functions effectively.
Prices of Illgerian made goods will 211 In the Jona run,
as industrirs develop to produce or gel most of the ingnis
needed within the country and inter-soctoral linkaans

become offoctive.
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Appaintix 1.1

summary of nalancea of raymenls: Higeria, 10601976, (1)

Year Ralance on Current Overall Ralance
19260 - 138.6 - TR, A
1961 - 323.A - 25,0
1962 - a97.6 - NRLA
1963 - 109,0 - onLo
1964 - 183.0 - R |
1965 - 127.4 ¥ 10,2
1966 - 118.4 - 17.6
1967 ~ 146.0 - 7.4
1968 - 168,72 + 6.0
1969 _ -  108.6 + 17,2
1970 - 50.0 + SR .6
1971 . - 229.4 +  127.8
1972 - 322.7 - a0 8
1973 . 527 174, A4
1974 3,062.5 3,1N02.2
- 1975 42.6 1070
1976 -359,3 S =310.9
1977 -(A7.5 N7
1878 —2,336.9 -1,2923.6
1979 1,00%.5 1,860,9
1980 : 2,355h.3 . 2,407 ,2
-1%81 ~3,9908.1 -3,0°0. 8
1982 ~A1,879.5 =-1,370.3
1983 -3,160.0 - 01,3
1984 41,1 jha,n
1985 1,106.1 ' 561,73
1986 654,9 - 1,946,3

sourcesi—~ (1) Falegan 1978, p.6.

(2) C.B.N, Economic & [lnancial Review,
December,” TIB7) pJbay




Appendix 1.2

Hgeriats gxlernal Reserves 174 —- 1778

Year Amount(imillion) Armial patea
of rhapge(; )

1954 A06 b
1955 406 0
1956 402 - 1.0
1957 1414 2.3
1958 G0 -12,0
1959 311 -17.8
1960 21N - 1.1
1961 278 =100
1962 242 -13.0
1963 166 -21,1
1964 166 0
1965 176 G0
1966 162 ~.0
1967 a6 -A16G,0
1969 an 1.7
1969 a6 6,7
1970 160 66,7
1971 284 iy .
1972 254 -10.6
1973 3079 B 1
1974 3,398 473.5
1975 3,315 - 2.5
1976 2,991 - 2.8
1977 2,439 -12,5
1978 1,164 -52.3

Source: C.M, Isong *Nigeria's external #linance?
tinerian Jouria: of Infernational Affairs,
vel,1, July,




Nigeria's Export

Appendix 3.1

lr\'}l‘n_ 1r\.f‘r', ( r:”})

Year Total Export Total 011 Total I'roportion propovlion
Earninngs Export Mon=-Ccil of il to of neon-il
Earning Export Talal Frport Lo ol ol

Earning narninags nrepord

Earndna
1970 885,6 509.6 376.0 5746 A2 A
197 4,293.4 953.0  340.4 73,7 2643
1972 1,434,2 1,176.2 258.0 n2.0 1.0
1973 2,277.4 1,893.5 383,9 3.1 16,9
1974 5479844 5,365.7 429,1 2.6 7.4
1975 4,925.5 4,629.9 278.6 94,0 Gol)
1976 6,751:1 6,196.2 S154 .9 Q1:8 Hed
1977 7,630.7 7,080.4 550,73 92,8 72
1978 6,064,.4 5465249 411.5 93.2 Gaf
1979 10,836.8 10,166.8 (70,0 93.8 He2
1980 14,126,.7 13,523.0 £6h3.7 0% .3 A7
1981 10,876.0 10,680.5 196, 3 of,? 1.0
1982 8,722.5 8,601.6 120.9 9.6 1.4
1983 74502.5 7,201.2 301.3 26.0 4.0
1984 9,088.0 8,840.6 247.4 9743 2l
1985 11,214.8 10,890.6 324,2 97.1 2sd)
1986 8,513.0 8,273.0 240.0 97.2 2.8

Source: (BN, Economic and Financial Review, vol.25,

N0-4, U(?Cemher, 1987’ p.bﬂ.



Appendix 2,2

Industrial (nvestment of UAC

Company rroduct Yoar of slart
Te African Timber & Ply- Timber & pPlywood 1918
wood
2e Nigerian Preweries Peer & Mineralg 1943
3o Taylor Woodrow puilding contractor 1953
4. Nigerian Jionery woodwork & Furniture 19053
S5 Prestree Frestressed Concreie 1954
6. Nipol Flastic Froducts 1967
£ vehicle Assem. Plant pedford Lorries 1958
8. Raleiagh Industries Cycle Assembly 1953
9. Mina rarm rys 105,92
10. Northern Censt. Co. puilding Crntractors 1960
11. west African Trade sewing Thread 1761
12. vest Africa pPort.Cem. Cement 1761
13, wast Africa cold 5lora; Meat Product 1861
14. walls Ice Cream 0N
154 vono Prodiucts Pod 1Mattresses 1761
16, Ccement Paints cemonl Paint 172
s iy Guiness stout 1962
18. Fen nilk rReconstituted 711k 1063
19. The Nige Sugar Coe sugar & byproducts 1763
20, Narspin cotton Yarns 1953
21. Pye Radio Assewmbly 1963
224 vitaform Foam Rubber Products 1°63
23, AeJd. Seward rerfunary & cosmetics 1763
24, Rord Pak Fibre board cartons 1764
25. Kwara Tobacco Co. Cloarctles 10 0A
26. Associated pat. Manu. Vohicle Paltteries 1765
2T Crocodile Machetes tachetes 1905
28. roxkbile Printers Printed Tertiles 1765
source; Indusgtrialization in an ¢peny pconomy, kilby p.ife




Appendix 3,3

Industrics ouned by John Helts and Company [ iriloed,

LCompany Descrijption vear Fownylod
Coastains Construction 1947
Helt Tannarios construction 1047
Thomas Wyatt stationary 17418
Nigerian prewerriecs 1917
Nigerian canning cCo, canned Peef 1954
Crital Hope Metal poors etc. 1956
P.5, Mandllas Gin crushing 1960
Asbestors cemanl 'ro. 1060
Nig. Enamelware Co. 1961
Hoco perfumery & I'lastics 1763

J

others whos~ years of establisbment are not known are
Allens, Almarine, Arewa Pottlers, Bauchl poltling, Ilace
Holt Enginecring, liolt Export, Holt Fisheries, llolt
Leasing, 1lolt pak, John iolt shipping Services, ogbhemiliin
Farms, Startek, wost Africa prug, Yamaco and Yamaha

Manufacturinag.

source: (1) Kilby mIndustrialization in an openy Fconomy, op.cit
p-(’qo

{2) Nalblional concord, 7/1/88, p.17.




Appendix 3,4

OQverview of Foreign Investment Conlrol pegelaticon in pove-
loping and Som~ peveloped Counlrios,

Country Forelgn Tnvesimont-roqunlal ion

e e et S i 1.3
Provision/oharacter i ~lieco,

As Deoveloping countries

1. Prazil (12705 with shift in

~ entry control tied to
1245-50, 1250-54 and slnce restrictions on loreian
then) exchanae and tronsfer of

Lechnology.
- other main provicions
amount: to inceontivern,

2« Durma - termit no direct inuvectnenb
exceopl by conlractineg,
= deal Incs arm on covernmen!
te governmont basis and
relevant decisions are
made at cabinet 1~vnl.

3. Philippines = reputadly has most conple
entry cantrol system,

- bhoard of investment hano
established inlagorily vl
authority.

= applierd scphisticaled and
objective criteria.

- tries to eliminate logal
preferences for .5,
businenses.

4. Tanzania (from 1967) - based on socialist philozophy
involving public onnership
of productive asnelbs

- 1967-71:= outriaht rationalinn-
tion, initially to 50 or 607,
but later to 100Y in vorion:
sectors involving [oreiagn
and domestic enlerprises of
various sizes, even pelrol
stations.

Pe Doveloped countries

5 Australia (from 1976) - foreigqn exchange and esxport
controls exist,.

-~ foreign takeovers Act of
187635 screening of takeowvors
of aAustralian-owned Inmsinsooes
thalt would invelve foraion



6.

7.

Canada (since 19508 and
particularly in 1973-74)

Frances (A Decree of 1967)

internst of 1% or moro |

also scroen now propocals

for establishment ant hcomi-
sitiona In the nen=hank
financial, mining and nalieral
resource and real onslal s
sectors (Lo ensure voryinng
thresholds in the proportion
of foreian interost).

purpose of screening in all
cases 1s to ensure "mni
economic benefits to Australin
and nothing contrary to the
national inlerestv. (rinpA
1979:5), as determined by
Treasurer with a 3 man board
serviced by the foreinn
investment peview pPoard of
The Treasurye.

Specific legislatlions reserve
some key sectors involving
progressive nationallzation
in a few (petro-canada)

Forelan investwent peoviow pct
{1973=74):= poview of forieqgn
takeovers of Canadian-ouned
businesses and of new investment
by non eliaible persons
{essentially by non-canadians

or Canadians not normally
resident in Canada.

Specific criteria used in
screening.

Screening purpose is to enasure
tsignificant benefit Lo canada.

Screening declsions nmauie at
cabinet level with assistance
from the foreign investment
Review Agency and communicale:d

as orders in-council.

reserved sectors and olher
"normal" requlaltions oxisls,

1967 pecree requires at least
20% French participalion in
any enterprise,

covernment 's concern ic te avoid
foreign investment prejudicing
nat fonal independenceo.



8. Japan (since 1950s)

9. Other pevceloped NMarket
economies (including
Austria, pelgium, puxemburg
Fed. Repe of tiermany,
Italy, Helherlands,

Switzerland, United Kinqgdom,

United stale.

- A foreian invantment
Law of 1950 (aimenided in
1967) broamhbt the 't -
plicity of ronmlat fons
and varted resgtrictions
in force,

qgenerally, not dizeriminn-
tory anainst inward foroion
investments.

however, specific naktionnl
laws (~eag. foreinn =xchone
control laws) have mrovisions
applying to fareign invon!e
mant, especially vhen i
involves acquisition of
participation or conlyolling
interrst 1n a Adomastic
company, or oubtright purchone
(on, 19763:23);

- gpecial liboral provisions
within the context of
organizat tona Lo vhich They
berlong. (2EC and 0O52DR)

- practically all have
reserved sectors or speci--
firnd sectors In vhich
foreian is prohibiterd.

Sources Akintela Arikawe "Hlicerinn Indlgenisation
Policy and the pamufacturing sector (with a ame
Frame=work fer Evaluation®, NJE'S Vol.24, No.t,

March 1982, pp. 83-86,



APFENDIX 3.5

Deflated Cross Nomeslic Veoducl Pijmres,¥

YEAR GDP acric,  monomae M Yiowe n/const D, Others
1960/61  176.8), 113032 20,11 2.8 7090 22.%3 23, 1
1961/62 184,61 11,80 3422 9.0) 7.81  23.10 26,0
1962/63 192,142 118,95 11600 10,04 P36 23,19 27,00
196376, 188,75 11,64 3.75 11.00 £,07 23,70 P6.TO
196L/65 196,90 11);.04 }1698 11,81 0,30 20R9 M N
1965/66 203,27 110,56 %35 13,99 11,65 26,55 N 1h
1966/67 200,88 110.142 9.70 13.07 10,7 25.92 37,24
1967/68 150,11 88.31 6000 11,50 Be95 20,61 715402
1968/69  167.06 89,01 li«50 12,19 8,26 21,52 11427
1969/70  212.53 102,50 15,09 16,67 1147 27456 NN
1970/71 280,91 137,04 28.41 20,13 1he36  35.66 h5e 31
1971/72 330,089 150,93 50,00 20,69 2047 L0.O1 .72
1972/73  35h.06 150,35 60,08 25.18 20.62 10,02 0040
1973/7h 368,02 105,22 67,81 16,60 17.09  £1,58 0.7l
197L/75  L02,16 100,8Y 133.79 14.53 20,92 TS2 LR 6T
1975/76 385496 98.61 85,97 21,56 3342 91.(8 “heT?
19716/77  L29.93 9. Th 10 9.63 23,62 2,03 100,57 CSe 3N
19717/18  L59.38 107.27 11 6.08 22.83 h3.92 112,06 Ta?t
1978/79  h20.82 99,43 103,81 29,113 30,00 27,77 r2.30
1979/80 Ll 465 97460 122,35 LoJ)2 33,02 101,79 LAA
1960 185439 100,12 150,12 110,68 6,71 105,00 52475
1981 L91.83 100,89 129.143 hT.91 30,05 113,00 113,07
1982 198,21, 128,08 104,08  ®A,70 33,33 110,70 (%o 3h

~ 1963 h76431 136447 B8.60 53,1 20,18 105,95 62,97
198, L2491 11113 91,89 10,87 20,31 9803 7020
1985 605,29 219,10 98,79 32,012 9,60 17h6 T0.83
1986 591,10 ol 08 68,20 33.08 2.3 106,72 £0,60

1987 600437 203.75 17246 28,22 770 130,10 07 o Bl

¥*The (DP Flgure of Current Prices we e deflated, using The GDP
Daflator 1980= 100,

Sources ".,0.5, Various Tssues,
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APTENIDIX  ho1

Total import value of Weed based Products in Ifixerir, Yenrs

1963 ~= 1900 (M)

Yenr Yenegr T1ywood Partele Tonrd Wood baged; produnt

1963 | 48,972 621,48y . 120,648 - B31,10,
196), 58,672 468,670 191,363 718,705
1965 30,330 | 276,910 279,412 586,652
1966 15,030 g5,458 oW, 312 311,860
1967 15,414 114,958 189, 216 " 319,718
1968 16,576 6,530 13,302 36,178
1969 30,050 ' 17,660 274300 75,010
1970 . 85,742 36,396 129,820 251,958
1971 9,56l 13,396 I, 116 152,516
1972 . 10,160 49,252 91,170 150,802
1973 < 62,121 119,111 Bli, 1T 265, 379
1974 81,926 41,086 301,533 hakiy,5hS
1975 - 161,812 1,215,885 Mi,378 - 1,755,075
1976 | 333,660 T,y382,670 1,096,136 8,812,916
1977 513,509 13,519,584 1,815,324 15,878,407
1978 855,375 11,775,579  1,0R0,639 13,711,647
1979 h26,410 54878,675 e ¢, 305,005

o 1980 N 1!6850783 111763#953 ——— 13:hh9:735

4

Sourcei~ Federal Department of Porestrye~ MNigeria Forestry
) Statistie. Ibadan August 1983 and Decomelber T0CH.




Appendix 4.2

Mamans of Some of the NP Cuntomarsg

1. Higerian Cartons and Packagling Company Llmited, Luajus
o Central Prackages Limited, Lagos.

3¢  Smurfit Caces hlgeria pimited, Lajos

4, Miaerian Kraft Bags pimitnd Orequn

S5s Inter-match Higerlia Limited Irola

Ga viest Alrican Portland Cemenl Compﬂny; Layns .
7« nMigevrian Heusprint Limited, (lu ~ Ibuwku

B Clcopacece tiigeria pimited, Port~liarcourt -
9 Alpha Paper rilll Limited, Ogldi.!

10 sStena Mill Limited, Onilsha.

11lse Ashaka Cement Company, Bauchi,

.12e Riyid Pok container Limited, caria >

13« DBrnro Fackeges llge. Limited, Ghoko.

14« Triumph pjgeria Limited, Kano

15 tigevia Malch and Chemical, Kano.

16. Joach - Company Nig. Limlted, Kano,

17, samad paper Converter, Ilocin.

1§._ Kakaky Fress, llorin.

19, Great pjibaiye, Ilorin.

20+ DMNewday pookshop, Ilorin.

2le D.Ee 0yl and 8Brothers Limited, aAba.

22. Attasco abbey's Office, Kano:

23s Hasco Pack Nilgerila Limited, Jos.

24, -Nigerian Cement combany Limitqed, Mkalagu.

25« MNartins Consollidated pLimited, port-parcourt.



26,
27
20e
29
30.
3le

32

42,
a3,
11,
45,
46,
a1,
48,
49,

pafford nigeria pLimited, Cajlabar.
2in 2iscuits, offa.

lloble peer Company, ljagbo
Thomos wywnlt piigeria Limited

onward Paper Mill 1badan .
vitafoam Nigeria Limited Lagos
Paper sock Nigeria Limited, Lagos
Robatek 1lesa,

A=OTT = Altafua, Imo

gmidson Nlgeria Limited, 1lorin.
Nora Inde Group, Lagogs.

Original po: Company, Lajos-
Berec tigeria Limited, Lagos:
United patsh Company, Lagos.
Nigerlan Cement Company, Hkalagu,

NICAPACOe, LAagos.

HeTeCe, zarlai-

Qslleile Kadunas

.5walfbuper Converter, Lrin Ile.
;;rdpak, Lagos .

Atksco, Kano ;

Wiggins Teape, Lagos,

Polythene Enterprises, Aba,

Olympic packers, Lagos.

source: N.P«M. Jebbae.

wnug



[Iamres of Some Establlishmonts that

Apprndlix 4,3

Rotrepelyod

Date

———

Jans

Feb. 15t

Febe Sth

Febe

F‘Cb « 19

March %st

" oaAgh

April 20th

May 20Lh

July 13th

sept, 7

" 24th

" 25th
noon

Nov.10¢h

" 19th
" 27th
Dec.1st:

" 14th

29th

17th

workeres 1In 1907.

Mame of Dstablizhment

Cocoa poard Workers in IThadan

Wigerian pglm. Procuce poard
in Calahar
Migerian Rubber roard
Trivmph Publishing Coey Kano
pidland supplies co. at Ilorin

Migegpia
Company

Truck [-'lnm:l:ic:!:nrim_;
Kano

IMichelin

Communication Minisctry
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