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ABSTRACT

This study is concerned with the current recession
and the problem of raw materials facing the Ni gerian
i ndustrial sector and the econony as a whole. It arose
out of the desireto understand the nature of industria
accunulation in N geria and why the industrial sector
IS susceptible to the raw materials crisise There
is the urge to understand why, inspite of the abundant
resources, the N gerian industries cannot harness the
local raw materials but had to depend on the world
mar ket for vital production inputs. The country was
the supplier of raw materials during the colonial era
and the type of raw materials have provided the basis
for the industrial crisis at independence.

In going about this task, we decided to exam ne
the Nigerian econony and show both the internal and
external elenments that have contributed to the problem
of rawmaterials and the current recession as a whol e.
This would enable us place the economc crisis and
the problem of raw materials within their global context.

W have-focused on the UACN as our case study
inorder to show its role in the recession and the
problem of raw materials in particular. Investigating
into the activities of UACN in the N gerian econony
made it possible for us to analyse why it is prone
to the raw materials crisis. W also highlighted the
efforts of UACN in curbing the rawmaterials squeeze.
W al so examned the state policies at solvir”the

current recessio., and problemof raw materials in



X
the Ni gerian econony.
The organi sation of the study is as follows. In
chapter one we exam ned the various perspectives to the
unaerstanding of the N gerian recession and problem of raw

materials affecting the industrial sector and the N gerian

econony as a whole. It is argued that tne recession and

pr obl emof rawnmat eri al si sal ongst andi ng phenonenonwhi ch
should bo traced to the structure of the N gerian econony;
t he way t he econony was i ntegratedi nasubordi nat position
in t he econony.

In chapter two, we traced the devel opnment of N gerian
econony from tne precolonial to the post colonial node of
production, distribution and accumul ation. This forned
the basis for understanding the origan of the recession and
problem of taw materials in particular. Chapter three
exam ned the industralization processes that devel oped inthe
1940's, showi ng how the problemof raw materials was further
reinforced. This provides us wth the background into the
raw materials squeeze of the industrial Sector . W also
exam ned the different neasures enployed by the N gerian

state to solve the recession and its response to industria
demands.

In chapter four, we dwelt into the historical evolution
of UACN in the N gerian econony, incrder to identify the
main factors that have influencea its activities in the
Ni gerian econony its pattern of production process, bringing
out its role in the raw materials crisis. The fifth chapter
focuses on the activities of two manufacturing divisions of
UACN with a view to understanding their pattern of industria
production and activities in solving the raw material crisisg
particularly in terns of harne-sing and util isiiV |local raw
materials. The summary of our findings, recommendations
and conclusions are outlined in chapter six.



CBN
CFAOQ
CKD
GATT
GDP

IBRD

IMF
Ltd.
MAN
MNC(S)
NEPB

NEPD

PZ
RNC
SCOA
SFEM
UACN
USSR

UeTeC

All

List of Apbreviations

Central Bank ot Nigyeria

Campagnie FrancCaise de I'Afrique Occidentale
Completely knowked down parts or co.ponents.
General ~greements on Tarirf and Trade

Gross domesticCc Producu.

International Bank for Reconstructio.. and

Development,

International Monetary Found
Limited Company
Manufacturers Associatiom of Nigeria
Multi..ational Corporation (s)
Nigerian Enterprises Promotion Board
Nigerian Enterprises Promotion-Decree
Nigeria Labour Congress
Patterson Zochonis
Royal Niger Company
SCOA Motors Nigeria Ltde.
Secound Tier Foreign Exchange Market.
United Africa Co..pany of wnigeria
inted Soviet Socialist Republic

United Technical Company



CHAPTER ONE

INTRODUCTION AND LITERATURL RaVIEW

1l Introduction and Research Froblem:

The problem of raw materials currently manifesting
itself in the Nigerian industrial sector is a long standing
phenomencne It revolves round the entire structure of
production in industry and other sectors of the Nigerian
eccnomy} The structure of producticon is not a recent
phenomenon but can be linked with the growth of imper?a]isr

and the way the Nigerian precapitalist economy was
integrated in a subordinate position in the world market.z
The process of incorporation began at the close of the
nineteenth century. This period withessed a change in
guropean Capitalism, an epoch characterised by the decisive
role of monopoly under the banner of finance capitalB.
Finance capital at this period was undergoing a process

of concentration and centralization which led to its
development into a global phenomenone There emerged few

monopolistic firms who now control the processes of

capital accumulation.,4

The export of capital is a characteristic featuge
of this stage of capitalisme It creates an international
network of dependence on finance capital. The urge to
export capital arose from the need of capital to search
for profitable outlets in foreign markets for surplus
capital and market for manufactured commodities. It was
the need of european industries to expand to foreign
markets that necessitated the guropean States to extend

their political authority to thirdworld countriese.

———



Colonéalism was the process through which finance capital
established itself in developing countries and multinational
corporations served as the institutional form for achieving
the c¢clobal investment strategy of these corporations in
placing capiteal in the most profitable areas of aﬁtivity.5
The need for capital to expand beyond its netional boundaries
is not because curopean capital cannot be employed in the
domestic economy but pecause it car be employed at &
higher rate cf profit in & foreign countrye

During colonialism, the Wigerian precapitalist

my like most third world economies was gradually

Q

econ
transicrmed to meet the requirements of the advanced
capitalist countries, Thus the economy was integrated
into the world capitalist system. Cclonialism transfcrmed
Nigeria into a producer of raw materials for European
industriess All inaustrial manufactured goods were
imported from the international market through the foreign
trading firmse As the prime mover of domestic accumulations
the colonial state became dependent on the export of raw
materials for nationsl econowic development, In effect,
the colonial economy became structurally linked with the
British political econOmy.T

This was the pattern of accumulation in the Nigerian
economy’ Until the nineteen—fifties (1950's) when emphasis
began to shift to industrial developmente The colonial
state provided the main impetus for accuwulation in industry,
agriculture and finance. The moye tc industrial production

did not mean the end of the import-export trade but it



further reinforced the complementarity of the Nigerian
colonial eccnomy to the world capitalist market. Industrial
production was in the processing of raw materials for
exportsas in the case of SawMilling industries., 1In

other cases, industries were structured to manufacture

only processed rgwmaterials imported from the world markete
The industries that developed were monopolised by the
foreign trading firms who had already handed over the
produce trace to their ingigenous agents. Prominent
.amon;st these foreign trading firms that started to

deplgy part of their accumulated capital intco industrial
ventures as well as other vital sectors of the Nigerian
economy were the United Africa company Nigeria Ltde (UACN)
Compagnie Francaise de I'Afrigue Occidentale (CFAQ), Patterson
Zochonis (PZ), Lever brothers Nigeria Lgd., (LBM), John Holt
and SCOA Motors Nigeria Ltde, (SCOA). Even though they
were engaged in some form of wanufagturing, their commercial
activities rewained strony features of their activities

in Nigeriae These industries were dependent on imported
rawm@terials, spareparts and machineries, Infact the
industries provided an avenue through which the parent

companies and assocliates sold their manufactured commnodities

and repatriated their profit?
This led to the development of the import-supstitution

industrislization strategy intpoduced in the 1950's.

Industries were set up to produce commodities that were

previously imported and were mainly sold in the domestic

market. The expandiny dedmestic market therefore provided



an avenue for thé growth of industrial production locally-
The industries were therefore set up to engage in
assemblyiny, packaging and bottlinge Private capital
investments were geared towards consumer goods industries
because this afforded them high rates of profite

Ab independence, the post colonial state further
eancouraged and consslidated the import dependent and
import suostitution industrialization. Tnis industriali-
zation process obstructea the intersectoral linkages
within the Nigerian economyg |

With the emergence of cmudeoil export as the
major foreign exchange earner the importance of agriculture
began to decline, from 60 percent of Groes.: domestic
production in 1950 to 12.6 percent in 1982, 30 At its
peak crudeoil accounted for about 90 percent of Nigerial
foreign exchange earnings compared to 1960 when its Share
of the foreign exchange was only 2.7 pe::cem:..j‘.1 The
Nigerian agricultural resources that predominated during
the colonial era were relegated to the background, 0il
revenue facilitated the import - substitution indgstria-
lization stralegy. As a percentage of total imports,
rawmaterials import was 23 percent in 1977 and 25 percent
in 1982, Capital goods was 48.2 percent, 32.8 percent in
1977 and 1982 respectively. Consumer goods importation
increased from 28¢5 percent of total import in 1977 to
4106 percent in 1982.12 In 4974 the value of imports
increased from N1.72 billion to N8.35 billion in 1978

and by 1981 it had increased to N12.9 billion.?3
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This scenari@ continueduntil the outhreak of the
current recession throuch which thé problem of r&w THaterials
of the industrialsector beceame acggravated. The problem - «

became zcute due to the dacline in foreiagn exchange
. . -y 1

exchange accruing to the Nigerian state from the sale of
crudecile Nigeria could no lomger fulfill its internationeal
obligations and sustain the import-demands of the Nigerian

mpor

t

—substitution strategy. This foreign exchange

™

in itself brought about by dwindling revenue

4]
m
m

e v

guee

t

from crudeoll as a result of the oilglut in 1881. The
resultant effect was the general downturn cof economic
activities in the industrial sector and the Nigerian
economy as & wholee The decline in the revenue genergteq
from crudeoil exporf therefore brought about the starg
reality of the nature of the Nigerian industrial structure,
With the int%%}fication of the raw mater&als crisis
and the general downturn of economic activity in the
econouyythe state had to seek ways of solving the effect
of the recession. The outcome of this was the introduction
of a structural adjustment programme aimed at resusticating
the economy. This was preceded by the economic stablization
Act of 1582/83. The provision of the act include among
others the ban on some &mporged commodities while mgany
others were placed on specific licence. The Nigerian
state also increased the rate of duties on imported
consumer goods and a tariff system was promglgated in 1984
to curb excessive importation. The emphasis on the deve=-
lopment and use of local raw materials became more profound

in subsequent state measures»14
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Inspite of these measures, the recession became
heightened and industrial activity deteriorated. Massive
retrenchasnt became inevitable, as industries began to
experience idle capacity of installed plants, increase
in operating cost and a general decl;ne of production
activitiese The intensification of this state of affairs
compelled the Buhari administration to introduce Stricter
measures to revive the ecouonye Like the austerity measures
of 1%82/83, the new measures were directed to streamline
the outfiow of foreig:: exchange, recuce government expendi-
ture and increase revenue tnrough the introduction of
fiscal measures. There was increased attack on workers,
cuts in state expenditure,welfare policies, introduction
of school feeé,removal of subsidy on feeding in post secondary
schools and & review of the tarift structure.15 These
measures themselves rather than solve the recession and
the proplem of rawmaterials further aggravated the already
depresseg situation,.

It was the inability of the state measures especially

16

the import licence and Form M to lessen the impact of

tﬁg recession and shortages of lmported raw material inputs
neeced for production )that further coMpelled the government
to emphasise the need for industries to integrate backward
into agriculture aud local rawmaterials. The new policy

of local sourcing of raw materials became articulated in
the structural Adjustment Programme (SAP) of the Babangida
Regime, Tne inefficiency of the import licence commitee

and the Ministry of Commerce, and indeed, the whole admini-

strative processes of the ~issuance of the import licence
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laid the basis for the second tier foreigu exchagge
market (SFEM) which was aimed at relaxing the restrictions
on importation to enable industrialists to resume productione
An important high-lignt of the programme was the periodic
auctioning of international curre@ncies such as the dollar,
sterling, Deutsch Mark, Japanese Yen for the wigerian
Currency.17 '

One result of this policy was that unlike the
previcus austerity neesures, when almost &ll commodities
were placed on licence, it is now possible and easier for
manufacturers and importers to procure rawmaterials needed
for productione The effect of this is that the rawmaterials
were purchased at much higher prices than the.périod
before SFEMe Production costs have risen which have
been. passed on to consumers in the form of higher prices-*
The other side effects, include the stockpil ing of unsold
goods as a result of consumers low purchasing power., The
seriocusness of the situation compelled manufacturers
to cut down on production levels and labour inorder to
reduce the nigh operating cost ana the falling rate of
profite On the consumers part, this has led to a redirection
of taste as consumers pmrchasing power is further reduced
by the high rate of inflation and the devaluation of the
nairae The high cost of living has in turn led to the
agitation of workers for salaries and wmges review,

As the Nigerian economy continued to plunge deeper
into recession, manufacturers themselves began to seek

ways of curbing the impact of the. recession on their
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investment, particularly their profit margins. One ©@f the
companies affected by the raw materials crisis is the
UACNe UACN is one of the largest and most dominant
consumer goods companies in Nigeria. The indigenisation
decree of 1972/77 officially made it a Nigerian firm
since 60 percent of the equity shares are held by Nigerianse
It has as its major technical partner as well as parent
comparics, one of the largest multinational companies in
the world, the Unilever organisation. The role of UACN
cannoct pe undeﬁ%timateo. Its presence in higeria dates
to the precolonial era, when its predecessors, participated
in opening up the areas that came to be known as Nigeria
to foreign finahce}8

The Royal Niger Company, a predecessor of UACN,
was made the representative of British interests in
Nigeria for fourteen years before the establishment
of coclonial rule. During the colonial era, the company
was an active participant in the import-export economy
and was appointed the sole agency for the export of raw
materials to British industries in durope. UACN is a
subsidiary of Unilever in England and Holland, operating
an integrated‘group of activities controlled by its
parent companies in the centres of world capitalisme
The structure of production is determined by its role
in the intrafirm division of labour in which it is the
export platform for the manufactured commodities in
the intrafirm specialisation of the Unilever consortium.19

The company's shift from the import—export trade to

industrial production was market-—-oriented. It had to



maintain its share of the expanding markets in the Nigérian
economy.20 The company's manufacturing activities are
dependent on the parent companies for vital rawmaterial
inputse In this way, it links up the Nigerian economy
to the world capitélist market in such a way as to facilitate
a co:plem%%arity between the Nigerian economy anc the
Unilever organisation in Holland &nd Brité&in. 1In essence
whatever happens in the parent companfes is invariebly
refracted into the Nigerian economy.

UACN does not operate in isolation, it has been
able to utilise . an indigenous class of people with
whom it collaborates to firmly meintain its interests
and consolidate its predominant position in the national
economige Like many industries operating in the economy,
UACN 1is zlso affected by the rawmaterials crisis facing
the Nicerian industrial sector. The cause of the recession
was expleained in terms of the oilglut anc the fall in the
revenue accruing tc the state. This has resulted in the
foreign exchenge squeeze and the inability of the economy
to finence basic international obligatiousy. especially
the importatibn of basic rawmaterials. A resugcitation
of the economy through the increascd production of crude-
0il and stablility of prices proposed by the company, would
gear the economy back to life and zlso enable manufacturers
to import basic rawmaterials for production activities.21
The company expressed its support for various state policies
especiclly when these policies are not in conflict with
its own objectives of profit maximisation. For instance

the company criticised the import licence policy, particu-
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of the issuance of the iuport licence. Under serious
attack is the recent tariff structure, which has become
an obstacle to domestic indusctrial production. The
tariff policy, as argued, is discriminatory against local
production, when infact it should facilitate local productione
The company has to pay & lot of money for its imported
rawmzterials especially the Lasic agricultural inputs
needed in its Agro-industrics. 1In effect, this may mitigate
&gainst the success of the policy of utilising local
rawmcterialses The company expressed its support for the
structural Adjustment program..e (SAP), particularly the
introduction of the Second tier Foreign gExchange Market
(SFaM), which afforded her unhindered importation of basic
pfoduction inputse. But the high cost of these raw materials
as a result of the derregulation of the naira has. further
depressed the Nigerian econsoy and foreign companies 1like
the UACN began to embark on internal measures to curb the
effect of the recession on their operations.

UACN embarked on a rationalisation policy to reduce
the hich operating coste There w ere series of wmergers
of many divisions,as the case of Panelectric and Refrigeration
and Air condition services demonstrate, inorder to reduce
operating cost. To prevent redundancy in the manufacturing
divisions the cowpany reduced the work days to four day
work week, abolished overtime and shift and welfare
services especially to the junior workers, and cut down
the manpower.22 The company also invested in agricultural

projects to provide raw materials for its manufacturing

divisions, such as U.A.C. Foods, and Kingsway Storese
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A large percent-age of key inbuts required in the UACN's
Agro industries are imported from her parent companiese

In essence the mo¥Ye into agriculture aimed at
procuring raw materials has yet openec another avenue for
the parent company to export key inputs such as fertilisers,
seeds, chemicals and cultivation equipment like tractors,
ploughs, planters which would further integrate the company
to the world makkete Tnat UACN as one of the private
enterprises operating in the national economy nas had g YO\&
in the current recession and the problems of rawmaterials
in the industrial sector, few now doubt, But opinions
differ 1u the understanding of the activities and nature
"of the role played by the cowpany in the problem of
rawMoteriaiseThe main task 01; this study therefore is
to analyse the cause of the rawmaterials crisis and
the coumpany's role in the national recession and the
Crisise We will also focus on the various measureSthe

company has employed to adjust to the crisise

1e2 Research Objectives

The objective of this research is to look at the
specific role played by the UACN and its indigenous allies
in the economic recession with special emphasis on the
raw materials crisis. Attention will be paid to the
internal and external elements that have contributed
to the raw materials crisise This will enable us place
the current recession and the problem of raw materials

within their global context,
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The study will be situated within the context of
the general structure of the Nigerian economy to show why
the economy was made to specialise in raw materials
export during tne colonial era and why this specific type
of raw materials specialisation provided the basis for
the industrial crisis at independence, We will examine the
nature of UACN production activities and analyse why
they are susceptible to raw materials crisise

Finally, this study will look at the role of the
state in the recession inorder to bring out the different
measures it is employing to solve the recession and its

response to industrial demands

1e3 Literature Review:

Since we are dealing with the economic recession
as it affects the Nigerian economy, it will be pertinent
to review the various perspectives to the issue, We
will also review literature on Multinational and industria-
lizastion in Nigeria. The industrial sector is in cfisis,
it will therefore be necessary to look into works on the
industrialization process and see why the Nigerian industries
are susceptible to the crisis. Our main focus is the
United Africa company Nigeria Ltde and its role in the
raw materials ckisis affecting the industri&®l sector,
therefore books written abogt the company's activities
will be reviewed, Lastly we will bring out various
perspectives to the understanding of the problem of raw

materials itself,



le3e1 The Nigerian &conomic Crisis:

In the context of this study, recession or economic
crisis as will be used_interchangeably, refers to specific
points in the process of production when economic activities
decline in all parts of the capitalist world simultaneously.

It is a turning point in the socio-.economic set up af a

social formation. Crises manifest themselves in terms of
interruptions to production and the process of capital
accumulation which take the form of gooas pil ing up

because they are unsold profitably, wide spread bankrupticies,
decline in production activities,finswncial panics and

massive unemployment. Economic crises in the era of

capitalism cannot refer to a turning point in human development
as a result of natural catastrophes as war, droughts, earth-
quakes but that which is rooted in the capitalist production.

e There, are various contentions on the current economic
recession in terms of its origin amdwhat it entails, although
there is agreement on the fact that the economy is experiencing
a severe economic crunche In this subsection we would seek

to explain the current recession within its cencrete historgcal
perspective. *That is placing the crisis of the Nigerian
economy within a global context.

Amongst various explanations given as the cause of
the Nigerian economic crisis was theaxrgument by the
ex-President Shagari and the spokespersons of the defunct
civilian administration. They argued that the crisis

was cauted by an oilglut and a global recession which



have resulted in falling revenues and inflation. 1In
the budget speech of 29 December, 1983g¢the ux-President
Shegari degllared. that the Nigerian recession was caused
L]
1524d
by the world oilglut which has led to a generaﬂ_world
recessiones He explagned that the crisis is not peculiar
to the Nicerian economy but & world wide phenomenon. hHe
states.
eee™the effects of this worldwide economic depression
on the economics of develop=d and developing nations
alike have been devastatinge This has resulted in
low or negative growth of cutput and unemployment
in the industrialised natious with corresponding
fall in demand for raw materials which constitute
the major items of foreign eEchange of the develo-
ping countries, This unhappy situation has led
to financial crisis in most countries of the developing
WOrldeesse Qlobal economic recession has now. forced
the industrialised countries of the world to resort

to energy conservation as a matter of policy thus
decreasing their demand for o0il¥?2

The government depended on a single commodity,
crudeoil, as the main foreign exchange earner, The
fall in the demand for crudeoil and the drastic drop
in the government revenueythe shrinking of Nigeriars revenue
has had various iwmpacts on'our domestic finance and the
economy as a whole. The decline in the evenue frowm o0il
has made it impossible for the governwent to finance
import demands of the various sectors of the economy and
to fulfill its international financial commitments, repay-
ment of dect and various projeats=24 The impact of the
oilglut was actually aggravated by the nigh rates of

importation and foreign exchange disbursement of the €COoomY ¢



The recessibﬁ was therefore perceived in terms of the
squeeze in the foreigfl exchange., To EBesuscitate the
economy therefore the govérnment introduced fiscal
measures and the econoinic stablisation programme to
streamline the excessive importation of the Nigerian
econouwy &nd increase the oil output.

From the ébove expleanations tne question that
comes to mind is tiet, Cam the drop in the prices of oil
by itseif be énough tce cause the serious payment crisis,
the distortion of economic activity in the industrial
sector, unenployment inflstion &and the raw materisls
Crisis? To start with the drop in prices of ©il cannot
convinci%éy explain the fragile state of the international
econoniyy Since thé governmeﬁt have argued that the oil
glut was not peculiar to the Nigerian eco..omy alones
BEven if there was no oilglut the Nigerian econouy would
still have been in a fragile state, Tne ecouomy would
still nave been affected and there would have been a
bal ance of payment déficits and the industrial sector
would have been in crisisfS Tne world eapitalist recession
goes deeper than oilglut because it is a crisis of capital
accumulation. The structural deficiencies inherent in
the various sectors of the econowy have made it possible
for the crisis to have an adverse effect on the Nigerian
economy.26

The wost striking arguuent - . against the
oilglut thesis was defionstrated by Balarabe iusa. He
traces the changes in the prices of crudeoil, the gclume

produced and exported over a period of ten Years, and
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argues that the recent prices of 0il could not py themselves
explein the serious balance of payment crisis and consequent
socio economic crisis affecting the Nigerian economy, He
explains that between 1973 and 1983, the prices of a
barrel of cpude o0il rose from $4.,80 in 1973 to $29 in 1983
In February 1983, when we were already experiencing a
crisis the average daily production was said to have
been low at 66,560 karrels per day, but at the current
price it Tetched in $20 million deily which five years ago
at the 1578 prices was N1.56 million barrels per day and
a total of $25 million daily. At that time when everyone
believed that there was an o0il boom, the price was just over
half the present price, $14.82 per barrel.27

In essence, Musa's statistical analysis of the
prices and revenue @ccrued to the state from crudeoil
has shown that the oilglut thesis is not tenable to
sufficiently explain the foreign exchange squeeze, the
debt crisis and the problem of raw materials facing the
Niger.an econgmye He however, argues that the cause of
the crisis should be linked to the misman&@dand corrupt
nature of the ex-Fresident Shagari's administration.
Like the oilglut analysts, Musa has failed to situate
his analysis within the structure of the Nigerian economy ®
He also did not recognise that international elements
have contributed to the crisis. Une cannot just dismiss
the oilglut as a non issue even though it is not the
determinant factor. The oilglut exposed the domestic
structural problems and aldowed the generalised capitalist

CCisis to be refracted into the Nigerian economye. The
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economy would have experienced the problem of raw materials
and general downturn in economic activities without the
| olilglut, The inherent structuralcontradictions and
10psided nature of accumulation processes would have brought
the economy to its present doom. 1In this lopsided structure
of production activities and accumulation process the role
of the foreign companies, the local private companies and
financial institutions, the Nigerian state cannot be
underestimasteds The coamercial and industrial activitiss
of tnese private enterprises and tne state have been re§p$n-
sivie for generating within the higerian economy the
contradictions and crisis which has cumulated in the
recession.28
The nature and control of the industrial sector and
the predominance of the foreign companies have tended to
influence the production process in favour of their parent
industries by depending on them for basic¢ production inputs,
when infact these raw materials can be sourced locailys
These production inputs required a lot of foreign exchange
and the fall in the revenue accruing to the state from
crudecil as a result of the 0ilglut was bound to affect
the supplies éf these inputs and thus therecession .
Moreover, the problem of raw materials and the decline
in economic activities in the induscwrial sector would have
been inevitable because the expansion of industries with
high import content would have reached a point when the
Nigerian state would not have been able to finanee such
import demandse The cilglut merely contributed in

bringing to the limelight the stark reality of the nature
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of the import substitution import dependent industriali-
zatione To understand the recession and the problem _
of rawmaterials of the Nigerian economy therefore is
to locate them within the structure of production in the
Nigerian economye Furthermore, by arquing that the
Nigerien ccounomic crisis is part of a world recession is
to fad] to accept that the crisis is peculiar to the
capitelist world which Nigeria is inclusive. There is
the generzl belief that the capitalist world included
"all-countries of the world. These eanalysts have glossed
over the existence of the socialist system which is absclutely
different in n&ture and substance from the capitalist economie:
While it is accepted that there is a generalised world
recesion which originates from the capiialist world, the
socialist world is not insulated from its efrects since
it interacts and trade with thé capitalist world. However,
due to the nature of socialist production and distribution
the effects are controlled.

Other explanations of the Nigerian recession include
the view that the crisis affected the Nigerian economy
because it is structurally weak. There is the lack of
intersectorizl linkages amongst the various sectors of the
economye. The lack of diversification and the dependent
nature of the economy on the external market for the sale
of its rpaw materials particularly crudeoil for its economic
developmente This is because, crudeoil, the main foreign
exchange earner is susceptible to the vagaries of the
international market, whatever happens in the world market

31

will affect the Nigerian economye while we are not
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-denyinc the iufluence of the iuternational commodity
market on the countrys fortunes and the fact that
the state is dependent on o0il to finance its various
projects, this argument has however failed to analyse
the structursal weakness of the eccnomy and the lack of
inter-sectoral linkages within the totality of capitalist
relationsebringing out the actual agencies that have
contributed to the probleme. This would have enabled us
to understand why the eccaémy is in recession. The analysis |
tended to focus on the fact that because the eccnomy is
strogturally weak and when strangulated of foreign exghange
it would be in crisise The point missed is that even
without the foreign emchange sgueeze the economy has
ihbuilt contradictions that would generate a crisiése
The oilglut only agfravated the structural problem of
the Nigerian econNowmye. Besides, the world capitalist
economy has developed an international division of Labour
where there is unequal development between the third world
countries and the metropolitan countrjyes. This unequal
development explains the structural distortions in the
Nigerian econpmy. AN explanation of the recession and
the problem of raw materials can only be understood if
located within the context of the general aynamics of the
world capitalist economye.

There is yet another view that the root cause of
the economic crisis was the fiscal policies of the
ex=-President Shagari in 1982 One of the proponents of
this view is Ahmafule Amyachie whose main coutention is

that the various fiscal measures embarked upon by the
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state in 1982 generated the series of ecoﬁomic ills and the
distortion of the Nigerian economy.32 The position of
Anyachie is untenable. Although the civilian government
did not acknowledge the fact of a recession in the Nigerian
ecouomy until 1582 when it passed the ecounomic stabilization
measures, the tendency towards crisis is inherent in all
capitalist economiese The fiscal measures of 1582/83
was introduced when the government could not have done
otherwise, However, the measures designed tc boost local
production of goods, improve foreign exchange reserves
and make the economy self reliantymerely aggravated the
probleme This is because the measures have no insight to
the problem; "In effect the wmeasures could not successfully
lessen the impact of the recession on the economy but flarther
heighten 1 . . the probleme The nature of the
crisis wmanagement weasures usually adopted to solve
capitalist Crises has further provén to be devoid of _
clear perceptio. of the origin of the problem and how
to achieve desired resultse

The Manufacturers Associstion of Nigeria (MAN)
also expressed its view on the caﬁses of the Nigerian
recessione MAN affirms that the crisis was caused by
the foréign eEchange squeeze and the crisis management
measures embarked upon by the Nigerian state, This has
resul ted in the strangulation of the WNigerian industries
and the subsequent decline in the capacity utilisation,
redundancy, massive closure of factories, inflation and

mass retrenchment of uorkers§3 Like the advocates of

+s .
the oilglut thesis, MAN failed to docate thedly explanation
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in a wider conterkt and singled out only the foreign
exchange syqueezee
There is yet another perpective to the understanding
of the WNigerian economic crisis, This is the view that
the Nigerian economy is controlled by unscrupulous
individuals whose main target is the outright looting of
the country's resources, The corruption and massive
drain of the country's foreign eEchange has been argued
as the maln cause of the recession. Amongst the proponent
©f this view was the @General Buharis government. In the
ex=Military Commancer's address to the diplomatic corps
in Lagos, he states thatee.
ese"the economic plight of the country arising
in part froinw the global economic recession but
greatly accentuated by mismanagement and rampant
corruption of the dismissed €ivilian administration
could not have escaped your notice. the ordinary
Nigeria who certainly has the fundamental right
to live in dignity had become enslaved by & handful
of Nigerians whose main interest was only to per-
petuate themselves in éffice at any cost, but also
to Share among themselves the wealth of the country
while the ordinary man, wallowed deeper and deaper
in misery¥34
While the corruption and general mismanagement thesis
has been able.to give ys an insight into the activities
of the wivilian government and other dominant classes in
the drain of the Nigerian rescurces, it does not sufficiently
explain the recession and downturn in iddustrial productione
We are not denying the practice of corruption and mismanagement
of the Nigerian economy particularly during the oil-boom and

the huge sums of money looted and repatriated to the

advanced capitalist countries by state officials and the
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foreign companies, however such acti¥ities cannot be
isolated from the general rule of capital. .. particularly
in third world countries. Although the magnitude differs
from one country to another, such practices also exist in
advanced countriese A point wnhich bangura acknowledges
when he said that of the externalisation - -

esc"Of the looted funds most of which find their
way not in the circult of reporduction of the -
local economy but in the metropclitan economies
eithzr trwrough investing in such economies

£ —- . - or

in squandering the looted wealth in the commodities
of those economies... Suchaproulem has to do

with the contradiction between national and
international systems of accumualtion and the
structure of production and exchange relations

that tie the Nigerian economy to the world capitalist
economy, " 35

Infact Iyayi identified mismanagement and corruption
to the primitive accumulation in the early stage of
Capitalist development. This peactice is more evident in
Nigeria, since the domestic bourgecisie have no established
source of appropThation of surplus capital or have not
developed internal cppital. The dependent nature of the
Nicerian economy and concomitant high appropriation of
pfofit is & fynction of capitalist development especially
during the imperialist era with developed and more comples
market relations and internetional finandal institutions?6

Buttressing the point further, Bangura explains
that

eee"there can never be a perfectly wmanaged

capitelist e€onomy that will be permanently

crisis free as many underdevelopment theory

UDT scholars posit, for capitalism is a system

of competitive centreally planned autonomous

corporate units in an anarchicel environments*-

the best manzged capitalist ecouomies such as
United states, Pritain, France, Japan have
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expcriencec profound economic crises. Those who

talk of wismanagement outside the context of

capitelism as the cause of the crisis, are

therefore chasing the Shadows and are not being

serious in their analysis®37

There is the view that the explanations &c the
cause of the econowic crisif should be located in the
fui.damental demestic and externsal sets of relationship
of production ownership, c¢istripution, income and power
wiich egist in the KNigerian cconomy. This reletionship
Getermines private accuncletlon of copitel and repatriztion
of the natlions resourcss arroas e« dhey alsc pointed that
certain cnanges in the revenue accrued to the state from
the sale of crudeoil as a result of the fall 1n prices,
would undouptedly create the specific framework for the
crisis, but tnat the way the petrodollar surpluses of
the 1970's was looted and transfered to overseas countries
further contributed to the_crisis. They concluded that
the fundamental sets of relatiohship Counstituting the
Nigerian economy in terms of the repatriation of the
countrys rescurces gbroac are the root causes of the
crisise, The plunder of the egonomy was possible because
of the dependént struct ure of the economy which they
descriped as those of a depergient capitalist econom??

Bala Usuan, one of the advocates of the above
thesis, went further to actually specify that the
recession should be seen in the role played ny the
Nigerian consultants, contractors and middlewen. This
group of Nigerians, he argued, were responsible for

the drain in the economy, through the huge profits

generated and repatriated to the advanced capitalist
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Countriese he:used reports of various cowmittees and
figures of inflated contracts profits declared by these
unpatriotic individuals to buttress his argumeut. He
concluded by emphasising the Need for the recognition of
these fundamental facts of the mature of the economy
which have to be dismantled by buildi..g a new and indepeddent
econo..y in the service of and contreclled by the working
peoples of Nigeriane He opted for a socialist path as
the only way throuuh which the economy can e productive
and iudependent away from‘Uued&mndent capitalist structure.Bg

In looking at the above explanations for the causes
of the recessioi, certaif criticism must be made. To
start with, although it is convincing that there are
internal and external elements which condition and
determine the production and accumulation processes in tha
Nigerian economy, whose activities are directed to the
private repatristiou of wealth out of the couutry, they
have not couvincingly explakdned how such tactors have
contributed to the crisis. &£ven when they argue that
the petrodollar surpluses were repatriated abroad rather
than being used to develop the various sectors of the
eco..0o.Y, their explanation has merely shown the dominant
activities of private appropriation of the countrys
resources and have not explained how this process have
been possiblee. We do not agree that it is only repatziation
of the countrys resources a.lone that can explain the crisise

Any analysis of the cause of the recession must be located
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within the socio-econaémic structure of the economy which throw
up otner problems much so import dependent and anarcoy in pro-
duction and distribution apart from expatriation.

Even though Usman locates the cause of the recession
within the activities of contractors;consultants and
middlemen, such explanations have tended to isolate some
individusls &nd give them the kblame. 1t is true that
these agents were significant in the hNigerian economy but
they cannot be explained in isolation. The contract and
consultancy system explains Bangura.

ece'are integral parts of any modern capitalist

economye The United States and West European

economies have more contractors and consultancy 1

services than the Nigerian economy, but we cannot

isolate these phenomena from United States transnational
capitalism to explain.the present recession that

has engulfed the whole of the United States and

European economies., 'Contractocacy' is at the

heart of capitalism, it is & reflection of the
complex and expanding nature of makket relations?

40
The activities of the middlemen, consultants, and
contractors have given us an insight into the way
the Nigerian resources was guzzged up by these private
enterprenours but has not been explicit in the expositbn
of the nature of the Nigerian economy itself as to make
it possikle fér such corruption and massive exppopriation
of the nations wealth to centres of advanced capitalism
to be properly understoode

In as much as we cannot underestimate the activities
of the corrupt public officials and private enterpreneurs
who openly loot public funas and make illegal transactions

in the foreign exchange market, over-invoicinﬂ of contracts

and profound repatriation of money abpoad, have merely
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aggrevated the current crisis. They cannot on their own
constitute the cause of the recession and the problem
of raw materials in WNigeria. Usman did not seem to
recognise and, if he did, could not suificiently place
their role in determining the accumulation pattern, the
nature of these production process, the excessive reliance
on their parent companies, subsidiaries and associates
outside the country &s detrimental to the development
of a self sufficient and reliant econgmy. The acti-
vities of foreign private enterprises and their local
allies cannot be isolated in explaining the crisis of
the industrial sector and the WNigerian economy as a whole e
while many Nigerian radicals are nationalists they' are
found wanting in their socialist position. Their recom@endations
do not follow a logical sequence emanating from the proper
diagnosis of the current economic crisis,.

Following Yusuf Banguraf1 the present predicament
of the Nigerian economy should be located at the structure
of the economy inorder to be able to understand its
character,general tendency towards recurrence and the
class logic cof the spedific policies which have been
implemented to contain it. #s Bangura argues that
the various structural contradictionSof the world capitalist
economy have been woven into the fabric of the Nigerian
economy tnrough the operations of imperislist firms,
institutions, indigenous capital and the WNigerian state e
This was possible through the integration of the
economy into the world capitalist economy as a raw

materials producing centre and as well as the market



for manufactured gocds of advanced capitalist countriese
Production of raw materisls was geasred to the external

market at the expesse of the developuent of an indggencus
industrial sector to process anc manufacture these raw
materisls, 1In essence the wiverian economy became structurally
tied to the world capitalist eccnomy for its sestenance.

The coloniel division ‘of labour has structured the Nigerian
econouy in such a way &s to obstruct the development process
enc creete an economy in its own imace. The wigeriean

economy was thus inc%?&rated into the capitaliist circuit of

ct

reppoduction in such a wap as toc meke the economy com;lumé%ary
to ﬁha ace¥anced capitalist ecocnomies, In effect what ever
happens to the latter is invariably refracted ianto the

formers Apart from the fact that capitalist crisis can

easily pe refracted iuto the Nigefian economy, the
contradictions already embedded in the various .sectors of

the economy in terms of the dependence on world market

for basic production inputs,formed the basis for the
genercztion of the crisis in the Nigerian economye. The

cilboom and aw@ilability of foreign exchange to finance

this structure of production only insuléted and delayed

the crisis but this does not remove the oacurence of the
recessiones The industrial sector is import dependent.

A larce Chunk of the foreign exchange is committed to importas-
tione Thus when there is o~ £all in the level of foreign

. - =
exchange a crisis develops. ‘



1e 362 Multinational Corporations and Industrialization

in Nigeria

Ludwig Scnatzi43 looks iato the process of development
of the Nigerian iacdustrial sector after world-world II
and the role played by the Multinational corporations (MNC's)
in the overall process. The foundation of the industrial
development in Nigeria was laid by the export processing
of rewmaterials and the substitution of imported goods
wnich developed .in t‘_‘nc: 1940's. He emphasised that the
motivating facbors behind the moye from the commercial
activities to industrical development was maindy the
abundant national resources of the country and the size
of the domestic market. ®le explains that it was the urge
to establish a strong hcld on the Wigerian market that
intensfied the move towards industralization. The foreign
companies initiated industrial production when their
interest was being threatened by foreign manufagturers,
They therefore deployed part of their accuMulated capital
in industrial wentures that would still enable them
fuifill their wain objective, to find market for the
procutts of tﬁeir parent industrées. The Local production
of the commodities formerly imported was predominent.
The Nigerian state therefore supported the development
of import substitution industrialization through its
various policiesgylike giving pioneer status to industries
and protected them against imported goods, by high duties,
The industrial tariff profection discriminated against
export processing in comparison to the import - substitution

industriess Those branches of industry which process
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raw materials for export were burdened with an export
tax.44
Although Schatzl's analysis brought out the fact
that the MNC's primary Motive in the Nigerian economy

was commer¢ial, he did hot bring out the most cmucial

factor that broucht these foreign firms into the economy.

It 1s the profit orientation of the MRC's that have influenced

tncir decisions to deploy their accumulated copital into
industrial ventures. The import substitution industria-
lizafion Etrategy facilitated by the &tate was opted for
inorder to achieve their main objective. The importance

of profit to the MNC's operatiorscannot be underestimated,
since these firms are the institutional form of imperialism
in our present epoch. The éolicy of placing capital where
it will yield greater profit must be.link¢d with the
motive behind the nature of the import - Substitution
industrialization stragegy that was introduced,

In the joint work conducted by Teriba and Kayode?s
the focus of their analysis was on the fact that the
process of industrial development was influenced by
the belief that industrial development would solve the
problem of povertyg.improve the standard of living of
the people, generate employment for the large population
and sclve the problem of underdevelopment in Nigeria.

The inflows of foreign capital into the economy was
seen as the means of achieving the aime Industrializatbn
was necessary because of the uncertain behaviour of the

primary exports dominaked sectors, since it is susc@tible

i
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to the vagaries of the international commodity market,
With industrialization the economy will be diversified,
there will be job opportunitieé for Nigerians and also %
forward and backward linkages. The traditional colonial
economic pattern of supplying raw materials to advanced
metropolitan countries mnd of importing manufactured i
products in return is seen as & perpetdation of economic
dependeince and thne moYe to industrial devslopment was seen
as the only way to alleviate the probleme The country
thus embarked on import substitution ang export promotion *®
They also examined the beasic tenents of the import
substitution industrializastion strategy. The industries g

were structure to produce consumer goods with relatively I

simple technology. The industrial sector was dominated
by m@re as-sembly type consumer goods rather than capital
goods industries. JIndustries were dominated by low §

technolggy light industries. Food and kbeWerages in 1972

contributed 34.3% of the value added in mranufacturing,
textile and wearing apparel 17 percent,whilst engineering
industries are non existent. The depedence of the
Nigerian industries on imported industrial chemicals and
technology was approximately 82.8%¢ This however meant

a high import ki.l for rawmateriels, intermediate and J
capital goods. The effeft of this was Jow ratios of |
national value added to gross output and low levels of

structural interdependence in terms of backward linkagese

The expert promotion strategy dicé not contripute to the
development of the Nigerian industrial sector, This was

because incdustries only concentrated on raw materials .
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processing for the external market. The industrial
objectives and policies for implementation have failed
to develop the economy towards self-sufficiency and remove
the proklem of poverty and underdevelppment. They therefore
concluded that the import substitution strateg¢y and the
method of implemeitztion have resu:i=d in an enclaye
type of development wilch leaves tne ilncusirial secior
With & minimum ©of limpact Of the other gactors oo .

. . - . L, + — e & - . . . o - B
e Se Tie o grip oof forilicncirs = LSUNORY stizl

Paying attention to considerations that influenced
the industrial development of Nigerie, Teriba and Rayode,
explicitdy brcought But the contradictions inherent in the
stratecgies and peolicies of the incdustraéalization process
cf Nicerise They did ..nét locate such policies and
strztegies tc the role and activitiss of foreign companies
that asctuzlly motikated the whole process. Thelr znalysis
¢id not, for instance, take co@nisarce of the objective of
the pionéer industries in operating such structures of
productione The okjective of these industries was to
complement the activities of tre parent industries,

Trils explains why there was nc effort to utilise and
develop locel raw materials and other inputs. Even when
Teribs and Kayode emphasised the need for & country to
consider goals,resources, constraints and obstacles facing
an cconoly, they have failed to situste them within the
actigities of foreiui industries in Nigeria. It is oRly

within this framework of analysis that we can sufficiently
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expliein the lopsided nature of the struthire of incustries
in Higeria and the problems of raw materials that have
developed.47

Although Terdbz and Kayode used figures and data
te show the high import dependence and low level of locsal
velug zaded in production activities, they needed to
explicitly show the role of casitel in reinforcing such
structures of depencence. They have merely pointed that
foreisn control of tho econopy if sTrong; but have not
expleained h&@ it has been pessible for such centrol to
be facilitated and msintained. A proper exposition of
this must take intoc consiceration the motive behind the
extenticu of MNC's opergtiops'in Nigeria as to be able to
determine. why they have influenced the structure of
production and production processes. Why MNC's are in
the third world and why export processing was maintai..ed
until 1540's ? What explains the shift towards import
substitution i..duscrialization strategy? These can only
be understood within the context of imperialist activities
in the Nigerian economye.

48 looks into the role of the state in

Tade Akha
the industrial policies and strategies formulated in
Nigdriae He argues that the state facilitated the
import structure of the import substitutioa industriali-
zation strategy through its various policies in the

establishiment of a viable industrialization strategy

that would protect the interest of capital in general.
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The various Development plans, particularly the 1562 - 68
plan favcured these industries whicn were confereed with
pioneer status, enjoyed local protection,tax holiday,
duty free under the guise of infant industries. The
import supstitution plan objective were not matched with
well articulated projects and policies. The national
development plan of 1962 - 68 was aimed at stimulating
industry &nd agriculture tnat would contribute both
directly and materially to economic growth. There was
Nc explicit_ commitwent to or eveaimplicit appreciation
of the need for an industralizatidén process that would
guarantee self reliance, The effect was the eméféence of
a manufacturing sector wh'ich had become highly dependent
on imported raw materials for production activities,
The emphasis placed on the importance of foreign capital
in the econowic development of the Nigerian economy was
to determine the nature of industries that developedeo

Like the above analysis, Aina points that the
structure of production activities in the Nigerian
economy has reduced the backward and forward -linkages that
would have developed if the policées andstrategies of
the industrialization process take into cognisance the
need to increase local value added m production activities,
but the state was more concerned with ownership especially
the increased participation of indigenous entrepreneuars

in various aspects of the economye



1e3e3e United Africa Company Nigeria Ltde., (UACN)

On the issue of the activities of UACN in the
Nigerian economy, many theorists have tended to argue
that the company has contributed to the economic development
of Nigeriae Amongst the proponents of such view is
Adedejif9 who argues thet UAC contributes to the
development of the higerian economy. The company
has provided the country with & package deal of new
products technology, capital and mamagement skills,
national economic welfare and employmente It has
diversified its investments from distribution, services
to industry, thereby alleviating the problem of poverty and
low per capita income. While maintaining that UACN
accumulated huge profits from its activities, such profit
he affirms were invested in productive ventures. Such
ventures he admits were not used to advance the progress
of the country economically but have merely safeguarded
its source of profits. The company's inability to transform
the nation economically to be self reliant was because
of the policies of the Nigerian state. For example, the
attempt of Pan Electric Nigeris Ltd., @ divisdon of UACN
to invite Mat;hushita Elect¥fcal incustries, one of the
leading manufacturing companies in Japan, into the country
and merce their operations was dropped due to governments
prohivition of such investment. The restrictions imposed
on foreigz-interest in capital \ntensive projects, such

an

as iron,steel bBas contributed to the technological retardation

of the Nigerian economye.
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While we cannot dismiss the fact that UACN can

generate employment prov¥ide capital and management skills
and profide new products such benefits must be quantificd
in terms of the implication to national self reliznce

and development. What is the cost of all these benefits
to the economy? In terms of the restriction passed against
foreign investment in capital intensive industrieg)we must
emphasise that the profit oricentation of the COmpan;es
would not,y stimulete the cumpany 1o Invect in capical goods
incugtrices wnich have iong gestatLun periods. UACN's
manufacturing divisions tnast heve Zeweén allowed to invest
in the country still depend on foreign produtiﬁh\inpﬁts
without considering developing and utilising local raw
materialss The argument that UACN pays high taxes and’
levies wi.lch were being gsed by the government to profice
social amenities and infrastructural facilites for social
and economic development should be seen within the context

£ the sociel couste Payment of taxes and levies do not
inhibit the fulfillment of UACN obligations to the ccuntry
in terms ©f the economic develepment of the countrye. The
taxes paic are not a true reflection of the total benerits
accrued froum ;he utilisation of ths country's resources.
Pesides taxes are paid after profit Not otherwise.

Ahmed Mocibbo Mohammed50 wrote oo the role and

activities of UACMN in Nigeria, &nd traced the history

of UACN to the pre-cclo.isl erame The Objectives of the
company wWere commercial ancd its activities were directed

towards the achievement of tnis goal. To maintain its
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predominece in the Nigerian economy, the company created

an indigenous class with whowm it collaborates to reififorce
and eXerts, its coutrol of the eccocnomy. He also explaimsthat
the state played an important role in actually supporting
anc protecting the cowpany in attaining its desired goalse
UACN exploited both the human and natural resources of

the country ana with the support of the govermment, it had
unhinder=d exploitation and repatriatea surplus ceapital

out ©of thc countrye The obnoxious tax system of the state
feciliteted the actual subordination and expimitétion of
the country. The appropriated surplus capital wes
repatrizted abroad to develop its parent companies in the
metropeolitan countries.

Using figures and daté to sihiow the huge suwus of

cepital accumulated and repatriated abppad, Mohammed
concludes that the presence of UACN in Nigeria has been
detrimental to the development of the c:ougry. UACN has
actually contributed to and reiunforced Nigeria underdevelop-
mente The deployment of part of its accuwmulated capital

to industrial ventures further exposes the industrial
sector to severe exploitation. The parent companies
determined the policy and type of industries that were

set up, this was aimed at effecting a complementarity and
the reinforgement of the intra-firm division of labour

in the Unilever organisation. The import substitution
industralization that developed was determined by UACN

and its indigenous allies who were in important position

and also influenced key decisions. To complement the



parent industries therefore, UACN developed industries
that were actually processing and assembling consumer
goods while the production processes were determined in
surope, Pasic production inputs were imported from
Unilevere 1In effect, the company lacked intersectoral
linkages with other industries in nwigeria., The UACN
will therefore continue to plunder and exploit both
the countryts human and natural rescurces and relilfiforce
Nigeria's depeudence.on the exteruzl worldé for sustenance, 1
Among analysts who have theorised ana given a
concise picture of the activities of UACN relevant to the
ufilderstanding of tne problem of raw materials, the work
of Ikenha Nzimir052 is worthy of mentiton, Nzimiro believes
that foreign investors do not protect the interest of
the host country that infact their interest is sustained
under foreign interest. He affirms that the primary
objective of UACN is to make profit. Iu pursuit of this
it divides its operations into different economic
activities fanging from trading to industry. Tune company
exploits tne eagerness of the couktyy to start industrial
activities butsecured favourable conditions which will
ensure pfofit. It depends on parent companies for supplies
of production inputs instead of developing national
raw materials. This has further integrated the Nigerian
economy to the world market. To fulfill its profit
motivation, the company developed an indigencus class

to influemce decisions and exploit the workers.
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Within a ten year period after Nigeria's
independence UACN has part share in many compantes.
from Timber and plywood to cycle assembly, Cigarrettes,
printed textiles, and manufacturing activities, that were
main specialisation of the Unilever organisation. The
manuf agturing companies products are the replica
of the companies that Unilever controls at the home industrial
base. The products manufactured in Nigeria are produtts
for which Unilever subsidiaries neve.controlling interest
at home. The proaucts manufactured are mere consumer
preoducts and not industries that can generate greater
production factors in the economy. They aredeflationary
consumer googas and the company gains by manufagturing
locally the products that were formally imported because
local production would be p;ofitable in terms of the
use of existing cheap labour which the company expoitse.

The presence of UACN creates economic problems and
disad¥gntages for the development of the Nigerian economy
because UACN is a subsdiary or holding of Unilever, the
parent company abroad as suchsits basic interest cannot be
readgly identified with the economic developmgnt of the
Niqerian economy. From the structure of production the
prospect of Nigeria to be industrialised is far-fetched,
because the structure of a tradimg economy is still
perpetuasted by the nature of production process wnich
rely on imported raw materials. The reiforcement of such
structures of production will make the development of

indigenous enterprises bleake.
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We agree with Nzimiro's analysis of the role and
activities of UACN in Nigeria. His exposition tallies
with the policy of import substitution idustrialization
which negates the whole policy of domestic integration and
selfi reliancee

The Manufactuers Association of Niger1353 also
expressec its view on the cause of thne raw materials
crisis facing the Nigerian industrial sector. The proklem
of rawmeterials should be located within the structure
and strategy of induétrialization in Nigeria. The
Nigerian industrial sector is underdeveloped as a result
of the policy of import-substitution industrialization
embarked upon since independencé. This has led to &
situation where emphasis wag placed more on growth in
number and range of products that can be made assembled
ér finished in Nigeria, rather than to the developmént
cf inter-sectoral linkage and growth in local value added,
In~ . effect the impwktsubstitution iddustries became

heavily dependent on imported inputs to the extent

that the fortumes of tne industrial sector became inextricably

intemslined with the o0il sector especially the revenue
accruing from this sector. The Nigerian incustries
became vulnerable to the vagaries of internatiounalmarket
since the major source of finmmce of these indusistries
depended on the world market. With the oil glut and

the foreig. exchange squeeze the indsutries were deprived
of pasic rawmaterial . iuputs impoptéed from the world

market. The cut in the supplies of raw materials has



resulted in the current raw materiesls crisis of the
Nigerian induskial sectore>?

The various state aerisis wanagement policies have
not been capable of lessening the impazct of the recession
on the industries because the state has failed to recognise
the structur al deficisncy of the Nigerian industriese
The cut in im,.ortation of basic raw materials through
the rationing of import licences have further worsened
trhe predicenent of the Nigerian industries. Industries
began to experience redundacy, high operati.ng cost which
made massive retreanchment, scarcity of goods inevitable.

MAN ¥ehemently criticised the state's tariff system as

further worsening the problems encoumtered in the industrial

sector, especially in terms of looking inward by déveloping
and utilising local ¥aw materials. The tariff system
tended to discriminate against domestic pfoduetion and

may further encourage industrialists to import manufactueed
consumer goods. MAN therefore cells for & review of the
state policied in the development of iadustry, invest.ert
policies towards foreig::. capital, industrial incentives

and administration. The attainument of a self-sufficient
and balanced industrial development could well be achieved
through the assistance of foreign investmant, Foreign

and private indigenous enterprises, as argued could
contricute to development only if the state polities

: . . . _ 55
provide an adeguate and conducive investment climates




Althougn MAN's analysis. of the main cause of the
raw materials crisis brought out the structural deficiency
of the import substitution industrialization strategy,
it failed to look at the structural deficiency within the
context of imperialist activigies in the Nigerian ecouomy*
This erplains its inability to locate the raw materials
Ccrisis in its historical perspective briuging out the
activities and consequences of foreign and iundigenous
Capital and the state in bringing about the recessione
The problem of raw wmaterials is & loug standing penomenan,
it cannot be explained exclusively in terms of the effect
of oilglut and the foreign exchange sgueeze on the
industries and the import -~ substitution i.dustrialization
strategy but should be linked to the activities of foreign
capital in the Nigerian economy, Furthermore MAN's
crisis wanagement reco.we.ndations are mere palliative
measures and cannot solve the problem of raw waterials
in the Nigerian industrial sector and the Nigerian
economy as a whole.
The raw materiale crisis revolves rouund the whole
structure of production activities in Nigeria. 1It is
the crisis of imperialist domination of the Nigerian
economye The crisis, aftirws, Bjorn Beckman.
essexposes the contradictions inhereut iu the
structure of Nigerian wanuracturing industries
which are so dependent on inputs provided from

outside often from sources controlled within
vertically integrated éransnational firms¥o®
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To this end this study shall demonstrate that the presert
crisis of the Nigerian industrial sector and the economy
as a whole is not a recent phenomenon., We would also show
that the imperialist firms and UACN in particular form
major participants in bringing about the crisis. This
work shall also attempt to prove that the various
policies adopted by the Nigerian State cannot solve the
raw materials crisis as well as the recession. If
anything they are palliative measures which will further
open the already recessed economy to the intrusion of
foreign capitel which is in itself looking for avenues

for further investmente

1le4 FrameWork . for Analysis:

The method of analysis that will inform our investé-
gation into the cause of the raw materials crisis and
UACN's role in it, is the marxist method of historical
inguirye This will ehable us grasp the origin, direction
and significance of events in. a changing society such
as Nigeriaey This is because it is only through a marxist
historical aqflysis that we can comprehend the different
stages of the development of our society overtime. Our
exposition into the role of UACN in the Nigerian recession
and problem of rawmatepials can be possible only if we
trace the evolution of the company from its inception into
the Nigerian economy noting the elements of change brought
about by the changing circumstances in the Nigerian economyj

and how it has contributed to the whole problem of raw



materialse. This way, we seek to avoid a static
overgeneralised analysis. To understand the current rawmaterials
crisis we have to begin with an indepth study of the
Nigerian economy before the crisis and the role of UACN
in the whole process. This is because to comprehend the
current raw materials crisis, it is important to understand
the historical process. In essence, this will enable
us to ungerstand the past inorder to know how we have
arrived et the present ang thus enable us put the current
raw meterials crisis into a proper perspective, which
will permit us to grasp the changing nature of relations
and interests in the Nigerian economy as a whole

The Marxist method of historicajamalysis is capable
of capturing the inner logic of a development process
as it unfolds through time, Thisapproach regards society
in constant motionelt cannot be understood without the
specific state of development of its produétive forces
and the corresponding social relations of productione
That society cannot be understood in isclation without
rekating it with the mode of production within which it
existse This-is because a society canncot be comprehended
independently of the forces and relations of production,
It regards the economic structure of society as the decisive
element in the determination of matefial life, Thus the
economic base of a society conditions all other processese
Changes in the society are engined by struggles and contradi-

ctions between social classese






