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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.
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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



- 19 =

-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.



- 35 a
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



Furthermore, social phenomena such as recesssion and

imperialism can only be analysed in tneir relation to

other phenomena in societye Capitaiist crises and

contraditions which are concitioned for instance by the \

uncerlying economic structure are inherent in the capitalist
mode of production.e 1In essence we have to look at ‘social
phencrnicaa et the level of their interconnections with

other soclicl Iorces im soclety. with & materisiist
ccncertion of history, we are akle tc study socictal

develcopment in -its motion ana thus come to terms with

the struggles within and amoug social classes which

propels the society forward and the direction of ‘its
developmente In the final analysis, we hold that the
marxist historical method enables us to critically

analyse the problem of raw materiels in the recessed

Nigerian economy within the gdobal context of imperialist

dominatione

The marxist method has identified that profit is
the main cbjective of the multinationels in genersale.
In Nigeria as*in most third world countries, the profit
orientation of these transnational firms has posed a

problem towards the intiative to integrate backwards

and develop an indigenous rawmaterizls source. Tnese
foreéign incustries have global outlook and find it

cheafp .er to source production inpgts from advanced

capitalist countries, This explains why the raw materizls

crisis has actually persistede
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1le5 Periodization and Organisation of the Study

Although the starting point for this study is 1981
its significance lies in the fact tnat it was the year
in which the Nigerian recessio. was officially acknowledged
even though t¥aces of the recession were obviocus from
1978 as evidenced by Génural Obasanjo's austerity measupes,
We start our analysis of the Nigerian recession from
the precoloniel era és this was the period when capital
had entrenched itself in the iNigerian subsistence eccnomomy,
most especially the activities of imperialist trading
firms, such as UACN, CFAO, and Lever kErothers. The
intention here is to shed light on the activities of
_the imperialist firms and tﬁe Nigerian State in bringing
about the raw materials crisis. Through such an analysis,
it is hoped that the issues involved will be adequately
appreciatede

The work is divided into six chapters. The first
chapter is introductory. It alsc states the research
problem as well as the conceptual framework of the study
Chapter two gives a history analysis of the development
of the Nigerian econowy from the precolonial economy to
the presente With a view to pro¥fiding the background to
a fuller understanding of the main features of the Nigerian
economy relevant to an understanding of the problem of
raw materials in Nigeria. Ha¥fing established the basis
for the cccurence of the recession in the Nigerian economy,
the third chapter will examine the nature of the industria-

lization process that unfold at the close of decolonisatione
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This will enable us examine the lopsided development of
the industries that emerged which Further contributed to
the proplem of rawmaterials in the industrial sector and
the Nigerian econowy as & whole. Tgis is important because

it would enakle us to spell out in details the origin

o}
s
=
I

current raw materizls crisis. wWe weouid zlsco

examine the vafious stetes policies at scliving the

wE Would proceed in chepter Iour to trece the
histeoriceal evelution of tre UACN, for an understanding
of its activities in the Nigerian econowy before and
during the ee;homtc crisises We would show how beteeen
1879 and 1957, the activities of UACN and its local
allies supported by the colonial state heave combined
to estaprlish the basis for the rewmaterials crisis.

We would elso examine the impact of the recession and
particularly the raw materials crisis on UACN economic
activity anc now the company is copimg with it.

The fifﬁ?chaéter is an empirical analysis ©f the
activities of UACN and its pattern of industrial productiocn
with particulér focus on two of its manufacturing division
AcJe Scward Nigerias Ltd., and Foods Nigeria Ltde., This
would serve zs & basis for understanding the process of
inéustrizl production and how this nas contributec to
the probvlem of rawmaterials and the Nigerian econowic
crisis as a whole. The sixth ana fins&l chapter 1s
devoted to =z summary of our findings and reaommendations

for future researche
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Tc attein tho aim of tnis research stucy, the meain
methoaolocy woulc Le erpirical sneiysise This will

inciude interviews conducted with Manufacturers Association
of Riceris (AN} on the czuse of tie raw material crisis e
Formel &and informal interviews will ke conducted with

UACN <niployees end employers on tne productdion procesgses
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Companyes wu v Duld Ymay oOn info
vi. . the crisis and trne various reactions of the
company @n tnhne stete policies et solving the recessione

we would slsc rely on uocumentary apalysis such
as the Literature on tne structure of the Nigerian
economy in relation to the hational objective towards
incustrialization, Books and articles will alsc be reviewed
on the incustrial develcopment in Nigeria, the import
substitution industrialization steategies and policies,
relevant to the problem of raw materials in the Nigerian
econcmye

These shall be supplemented by relevant materisls
from the UACN. and other academic journals margazines,
periodicals and bulletinsynesspaper articles and uppublished

works relevant tod+re studye
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CHAPTER TWO
Ho DeVILOPMENT OF THi NIGERIAN ECONOMY

;gtroducticn

In chapter one, we analysed some of the lesding perspectgves

to the understanding of the current racession and problem of
rew meterigle in the Nigerian ecconomy. FProm the litersture
it is indicated that contrary to the positions of many analys
and the Nigerien governuent, the raw materisls crisis is not
& recent phenomenon caused by the ollglut or the wismanaged
nsture of the economy or even as & result of the wgy some
unscrupulous individusls jooted and repatristed the country's
wealth to the metropolitan countries and the fiscsl measures
snbarked upon by the Nigerlan state. In as much as we R
recognise the contributions‘ of thege variables to the '
crigis, the root cause of the raw magerials crisis should be
traced in its historical context. In this chapter, therefore,
we will trace the historical evolution of the Nigerian |
sConomy from the precolonial modes of production to the
post=colonial structure of production. &mphasis will be
placed on the production activities of the evplving
institutions, sources of finance and resulting class
relations. This will form the basis for an understanding
of the industrislization process that emerged at the close
of decolonisation and the problem of raw materisls,

.

21 Ngerie's Pre-Colonial Economys Prior to the penetration

of Suropean merchant capital into West Africs, the development
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of the Trans, - Atlantic Slave trade and Colonialism, West

African economies, though Subsistent in production, had developed
& high level of specialisation in hahdicraftproduction and

the menufacture of a wide range of goods. Such goods included
locelly made cotton materisls,blacksmitting.of iron implements
and artistic specialisation to mention a few. Apart from this
agricul ture was the main stay of the West African Economy,

the bulk of the people were farmers ! As casely Hayford puts
Ity,

Yessee before the British ever came into relztions
with our people, we were & developed people,
having our own insgtitutions, having ocur own
ideas of government <... Coomunities were
not isolated nor self sufficient, Cultursl
and economit ties cxlstsd between them and
"‘thin each group...-.'

Putting the point firmly, Osae and Odunsi, State .seees
¥eessssPeople and empires of wmest Africa had becoms

experts at growing food in the forest and
had found out how to recognise minerals in
rocks and how to sink mines, get the Ore
Smelt and work it .... they had developec
& wide range of hand manufacture in many
nlnerlls-..-.”3

Like ip most of west African Btates, peoples that
formecd the present dey Nigeria war;-livxng separately under
thelr rulers. 'they.cperatad subsistence economies and were
mostly farmerse They had also discovered local manufacturers
of cotton meterizls. Coctton production, a speciality of the
Hause City of Kano during the 1850's, was cogparable to the
textile industry in Eurcpe., The Mégerlizn cotton had been
grown and manufactured into cloth for many centuries past,
Spun, hand woven in simple cloth and dyed with colours

obtained from native plants. The ginning, 8pinning, and



- 55 o

weaving equipment was made of wood obtained from the natursl
timbers of the Southern districts of Nigeria, The rav materials
and tools usually be-ionged to the craftsmen and labour was

provided by him and his fauily,?

Trade in pre~colonial Nigeria was by barter; howsver long
distance trade had existed, such &s the Trans-Saharan trade
which linked Nigerie with North Africe. Interstate érade
aleo existed between the various centralisced States &e between
Oyc, Benir, $he Hause Statee and Kanenr Borno. 1In khe Niger
Delts, & network of treding centres had developed, between
the rintzrland and the riverine nreass. with the growth of
trade there cam2 a need for money. The precolonial economy
had itz om form of.money, cowrie shells, various weighte of
brass, various sizes of iron bars, Cotton cloths were usde -

In essence the Pre-colonisl economy of Nigeris was gkbis $o
reproduce 1tse1f.6
From the fifteenth centupy (1453), Buropean traders

came to the West African Coast in search of a variety of
commodities among which slaves increasingly, though nevar
exclusively, predominated, West African intercontinental
trace linksz, previcusgly limited to the costly Saharan poutes,

were extecnied and west Arica was integrated into the expanding|
durv-Americen econcny as a supplier of precious metale agricule-
tural commcodities and labourt® With the growth of trade, Slisves
tenced to betome the sole export crop. A new partinership
daveloped hetwoen the coestal states, Lagos kings and traders

who found that they could buy metal goods snc other useful goods

in exzhangs for slavas. Henceforth trade in raw materisls and

manufacturadl goods gave way to s massive and profitable trede |



in €zptives and 4in Slaves.8 Thiz lald the foundation for
the Irans=aAtlantic Slave trade in which Nigericts role
cannot pe underestimeted, Rigirle, like most wWest Africen
States, caus to be & part of the international exchange
system, Ti:is however failed to develop Nigerietg forcas
of productiin othaer than that cf Slaves‘g
Tracie Lotwess Nigerie and the extarrnzl werld took &
nevw Jimshsicr, from the nineteenth century, beceause of the
eme. 2 Ce Ui finsance capitals Thic came abiut BE & resuylt
of t.6¢ Chonges i the suropcan and particularly Pritish
Capital, GEritain reslised that for lagitimste commerce to
flovrish, Slzva trade nesded tc be abolished as this robbed

tie zree of vital mangower for locsl production of agricultural

produce negded in the ererging British incustries and tspeclallﬂ

since tris period coincided with the fndustrizl revolutions

The Introduction of legitimete trade was follbwed by the

Eurcpear damend for vegetable Oils and several agricultursal

raw mat:rielees The system of legitimzte commerce encoureaged

tha ddvelonvent of peasant procuction of raw materieals for

expcrts However, the expansion of production was limited

by the fiuctusting requiresents of the Eurcopean market, by

the Ligh cost ;f transport to the coest and high prorit

marcgins in the coastel trede, It could only be developed

fuither by the extension of chesp bulk transport, which at

thzt time mcant rellwaye into the interior and the introduction

of nor. colpetitive trading arranﬁements.’g
By the Second half of the ninetlenth Century the

industrisl revolution that stertid in Britain had resched

its pecke This coincided with the development of foreign §
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capital which had begun to undergo a process of concentration
and Centraiization that laild the basis for its internaticnaliss-
tion into & global phenomenon, known as'international finace
capltalts The very fact of the internationalisation of
capital arose as a result of the need for the accumulation of
surplus Ceplitel, It was the need for capital to find markets
for th:s industrial manufactures of the expanding European
inducstries &s well as areag 1t could sacure cheap raw matcrisls
that propelled flnance capitel to expgnd to foreign markets,
The ne«C for flnence capitel to search for ereas where it
could yield greater returns is not thst such capital
necesserily cennot be profitably invested in the national
market, the fact is that it may yleld a relatively higher

rate of profit elsewhere and hence third world socleties
became &n appropriate avenue¥,

The Search for surplus Capital had cumulated into
competition amongst advanced capitalist countries for the
political subjugation of third world soclieties so as &0
open them up for international finance capital to realise
1£s material interest. At the beginning of 1884 therefase _
a conference was called at Berlin to peacefully partition %
Africs without nececsarily resorting to the use of arms.

I o e Britain

emerged from the Berlin conference 6f November 1884, with
most of the productive lands of West Africa. This was made
possible through the activities of British treding firms
opersting in the delta ares, ©One of such firms was the
United Africa company Ltds, (UAC) founded in 1879 by Gearge

Taubman Guidie who was overwhelmed by the urge to secure
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for Britain Politicgi domination over the Niger Basin,
It was the activities of these British firms that claimed ;
successfully that British interest were suprame in the |
Niger Basin.iz

In 1900, At became imperative for the extension of
formal coleonial rule in the sbsence of an indigencus stete
able and willing to guarantee forelgn loans end protect
foreign commercliel interests, The areas that formed present
day Nlgceria, therefore came directly upder the politlical
control of Britein. The 611 Rivers Protectorete and part of
the Niger territories South of Ideh wereuunited and czlled
the protectorste of Southern Nlgerisa., The areas of the Niger:
territories north of ldsh were called the protectorate of
Northern Nigerie. Lagos which was a coleny since 1561
wag united w(th Southern uigéria tc form the Lagos colony
and was called the protectorate of Scuthern Nigeria., In 1914,
Lagos colony and Protectorates of Northern snd Southern
Nigeria amalgemated, The ers of colonial domination of

the Nigerian economy had begun.ia

242 The Coloniel Economys Colonielism ushered the Nigerian
obonomy formally into the world capitelist market. The
colonial economy was structured primarily towards the
production and export of primary comuodities while at

the same time it became & makket for manufactured commodities
supplied by British industries. Colonialism paved the |
way for the mobilization of the forces of production to

meat the requirements of the capitalist wmode of production.

The Nigerian precolonial mode of production had to adapt
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to meet new requirements within & different structure of
- relations of markets institutions, ana gcvernment.i‘
Colonial domination of Nigeria was therefore & first ctop
to its economic integration into international cepital
exchange,

Capitalist veveiop.ent, as Onimode puts it.

Peeswe is & process of capital accuulcetion and the
Capitalist is i1ts decisive Social agent.
This accumuietion of capitsl as the criving

force of capitsl developament depende crucially
on tne yenération of surplus capitel.? 15

Part of the Surplus value is reinvested which enabies
capitel tu further expéno and generate more surplus capital »
e e R ] . . Behind
the expansion and multiplicgtion of surpbus capitel 1ir the
soclal relations of capital and labour which is the moving
foree of cspitalist developuent, It is the obsession of
Capitalists to sccumulate more surplus capital that defines
Capital as & unit of ever expanding value ana the incessant
urge of caplitalist to continue to accumuliate wealth. 7To
generste more surplus value explains Onimode,
"aesseCupitalist must exploit workers (Labow),
Constently revolutionise his method of production
ant _create an individual reserve arky of unemployed

workers for feciritating further exploitation of
labour™, 16

-

To facilitate the expansion and consollidation of
canitzlict cavelopment, commodity production had to be
reinfare=qd Capitalist production itself is not for meeting
hukan needs or the creation of use values, but gmared
towaBd:s genersting exchange valueg or surplus value. It
is this structure of capitalist production that would

precipitate contradictions and crises. This is becsuse the




Capllalict syctem of Commodity Production, explains Bangursessde

* sevee Contzing within it the possibllities for overw~
production which essentially stem foom the
cifficultics of reconciling sociasl production
with concsumptlon, because of the existence of
narket relations which are estahblished to setisfy
production for profit es opposed to needs, struccural
crkses of over productlon arise...®17

Tc aid the rule of cepital in tho ciionial egonomy,
the colohisl state had te transfcrm the ;recclonial ifistie

tutions and class reletions o engble then €0 be inrvegrat:d into

the British Political eccnomy. VYarious steps ware thorafore
taken by the colonial state to facilitats such intcaration, é
The first step was the monetarisation procass. HMoneg ar-asetiol
dnplies the use of money as & mediuw of axchange in the
aconomy &t large. A modern monetary systcrm was developed

and British pound sterling became the sole currency. British
officlals began to enforce the use of the British currencys
The colonial government expanded wage Lebour, impcoced taxesr
and insisted on peyment of texes with this currency., The
money credit eystem wds get up with the estsblichrent of the
Bank of British west Africe in 1894, It wes given the
authority to fssue currency, control of mopsy and supply

reservese The west African currency BORra was alsc

established in 1912 to act &s & monetary bpdy for Eritish
colondies and was enpowered to issue & separate currency for
these colonics anc to manage it, By the means of such control
the colonial moeftary policy becamc on integral part of

the meghanism by which the goals cf the monetary policks

of the British were achievedcie
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The introduction of British currency as a common
denominetor in trade had the effect of enabling the major
foreign firms, particularly British firms, to cope with
increased transactions created by the expanded commodity
production in agficulture and mining and the accumulation
of capital generally. This encouraged the expansion of
peasant commodity production and stimulated the development
of petty commodity production.19

Through the production of agriculturzl raw materiesls for
export, the colonial -state continued to fulfill its role as
the supplier of raw materials in the world market. This, however,
led to complementarity and forward linkages outwards between
coloniel state and the British economy and the advanced
capitalist countries in genefalzf’ The major agricultural
commocities, such as cocoa, palmoil, palmkernel and groundnut
were exported in crude form and were priced very low in the
world makkét when compared with finished goods. This was
possible since the colonial state decided what value was
appropriate for these raw materials and peasant producers
merely accepted such standard as given. Besides, it was
in the interest of the colonial State to enourage the
export of these raw materizls in crude form, since these
raw materials were needed in British industries ané advanced
Capitalist industries. There was a deliberate éffort of
capital in the colonial economy to discourage the importation
of machincries to process these agricultural produce for
both export and home consumption. This was in line with the
policy of maintaining that the colonial economy continued to

fulfill its role as a market for European manufactures and
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Producers of primary raw materials to advanced Capitalist
industries and British industries in pax't:j.c::ular.2:'IL
Furthermore, prices of primary producesare extremely
volatile, as they are susceptible to the vagaries of the
international capitalist market. The Nigerian cocoa for
instance was virtuelly gesrcd for export as domestic consqgtion
was very emzlle The colonial government deliberately did
not encourage machineries to 5::§ Imported to procesg these
cCoCoE p;‘ociuce for home use, The ccoclonial stste stimulated
2 steady sugsply of cocos through its various mechanism, %tch
as the tax system, to such an extent that the level of demand
for cocoa has falled to increase proportioneally. This led to
a decline in world cocﬁa prices, aggravated by the relative
inelasticity in the supply of cocoa, In return pessant
farmers were further subjected to very low prices for the
cocoe exporite. Infact, the export of cocoes and its value
comes within the quota scheme controlled by the governaent
of Great Britain.zz Table 2.1 below shows the principal
exports of the Nigerian colonial economy from 2900 - 1960
and demonstretes the value of Nigeria's raw materials as
dictated by the international capitalist market, Thefact
that peasant producers cannot decide the value of thelr
produce allows for expleitation in terms of offering Wery

low prices to pessant producers.
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The second stage of incorporation was the introduction
of the tax systamo, Peasant farmers were taxed tc force them
to produce more export comumoditics, a strategy used during
the 2930's recession to facilitate increased procuction of
raw materials for th:s British industries, By ths end of
the recession, the tax system had become entrenched &s a
major instrument in the establishment of commodity production

inN aSriculture angc mineral raw maeiterlaslE &S5 well & major

m
T

source Of finance for the maintaincnce of the state apparatus

A8
(]

-

ang the payment of salaeries of stete officials,
The colonizl stete financed production activities

through the revenue collected from the export trade and .

taxed paid by the cclonised.” It was also used for the

construction of communigations metwork, railways and the

development of harbours. This was essential for an easy

transportation of raw materials frowm the interieor for

Beitish industries ané EBurope as a whole. Infact, the

construction of railways in Nigeria was in response to

the pressures put on the colonial state by foreign

trading fimns,-particularly the UAC, to enable easy

transportation of egricultural raw materials to her

parent companies oversease This was also motivated by

the fact that the company was involved iu tin mfning in

Jose The Lagos - Ibadan rail-line embarked upon in 18%6
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was extended to Kano in 1907 and in 1926 the rail-line from
Portharcourt to Kaduna through EBnugu and Jos were co-pleted.24_
Thus the construction of communications network was therefore
necessary to further facilitate colonial exploitation of
the resources of the hinther land. Foreign trading firms
provided the trading organisations and the colonial state the
infrastructural facilities for the export of Nigeria's
agricultural and mineral resources to Western Markets.

with the expansion of makket relations in the Nigerian
colonial economy, came the deveiopment of banking facilities
to assist the foreign trading firms in their commercial
activities. A prominent policy of these banks was to make
the money supply dependent on the fluctuations of export
incomes of the colonial state; Since the amount of money
received by peasant producers and indigenous traders was
determined by the value of the fluctuating export, the
colondal. bank merely served the mercantile firms and
denied these producers direct access to bakk credits.
In effect the Nigerian peasant producers and traders became
dependent on the foreign trading firns.25

To further- encourage and regulate the conditions
of peasabt production of raw materials and mineral extraction
by mine workers, the colonial state established marketing
boardse According to Ake.

"eecssethe marketing boards. Were the institutional

means for the state appropriation of the surplus
. walue of peasant producers”,

These marketing boards were bestowed with the power to control

the products of peasant producers, determine the choice of

techniques, crop growing and prices of exports. In this way
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the colonial state and the foreign trading firms had easy
access to appropriate iurplus value of peasant producers
and mine workers. This was possible by paying producers a
small fraction of the value of commodities in the world
Market while the remaining was repatriated to Britain and
other European countries. The Marketing boards for example,
purchased groundnut from peasant farmers at £25 paq ton
amd sold them fof £110 per ton in Burope. They also
collected palmoil at £17 per ton and sold them for £95 in
the world market. By 1950, the marketing boards controlled
about 85 percent of the tokal value of Nigeria's agricultural
exports and 72 percent of total domestic exports-27

To maintain that the Nigerian colonial economy continue
to serve as market for the manufactured commodities from
British industries, the colonial stzte had to ensure the
steady growth of imports and discouraged anything which
would reduce consumption either in the form of a substitute
or a competitive connodity.zs

Table 2.2 below illustrates the impprts of cotton goods
to the celonial market from 1900 - 1938, This shows that
the United Kingdom Supplied approximately 31 percent of
total importsldf the colonial economy. Infact, importatiom
of British cotton goods to the colonial economy earned her
the bukk of her revenue. The colonial state continued to
encourage and assist in the umprecendented flow of foreign
capital in the import and export trade. By 1913, the
value of imports to the colonial market was £6,332 im 1939,
it rose to £14,625, £19,824 in 1946, £114, 069 in 1954

and in 1966 it was £256,265, while for the same period
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export of commoditlies rose from £6,779 to £19,249, £23,739,

£146,242 and £277,742 respectivelye>’

Table 24,2

Imports of Cotton gobds 1900-1938 {selected years)

rear Value in £000 % _of fotal Imports
1900 606 3140
1910 1,325 2246
1913 1,676 2333
1520 6,102 29.4
1930 3,045 24.0
1933 1,866 29.4
1938 1,658 19.2

Source: nigeria Administrative Report, 1925

C0657/4 and :;ade Reports as in Ekundare
Ee Oc_An Ecopomic History of Nigeria, 1800 - 1960

¥ethuen Press , 1973 p. 210,

_ Furthermqre, to ;ntegfate the .colonial economy
inta_the‘tapiﬁaiigt”world;ecopqqx;:ﬁp aid capital accumulation
the coloniallstate had to transéOrm the class relations of
the iiﬁer;;‘;;;-coloniai ecdﬂony ;o ad#bt to Tne new mode
of produc£ion, réiaticns to markKet anc polifical rule.

To pave the way for capitalist production the coloanial state
created g peasamiry by subordinating indigenouds formers to the
requirements of capital and @ncouraged them to produce
commodicvies for exchange. ;hls however suQJecteo peasant

farmers to tne international market for the Value of their

Yabour and for further reproduction. As earlier ®endoned,




the system facilitated the appropriatio.n of the surplus value
of peasant producers by the colonial state and foreigu¥rading

30 Rather than invest the surpius capital in the

cCompaniese
development of modern industries sim:lar to those in Europe,
that wculd process tne agricultural raw materials for howme
coasumption and export, the colonial state and foreign
trading companies simply encouraged only the unhindered
production of produce for exporte.

Apart from the creastion of the peasant class, the
colonial state also facilitated the development of wage
labour in the tin mining areas of Jos. Wage labour was
also required for construction of raliways, harbours and
public workse The tin winegs recruited workers o a seasonal
basis and segregated them from the populace in miaing canps.Bi

Tne development of the produce trade created the need
for intermediaties amongst the indigenous traders, who
were already familiar with the ﬁiuterland and <ould serve
as a communication Link between bhé peasant farmers, the
foreigh f£irms anc the colonlal state. As Ga?in Williams
puts it,

"...;. a complex hier.achy of traders developed,
linked to one another and usually to the
flercantile firms by ties of credit anc
clientage.n32

Iudependent indigenous traders were virtually frustrated
in the import Export trade, unless pf course they operate
through these trading companies. At one point, these

independent traders sought to use the native authorities

and rulers to protect their own spheres of operation from

the foreign companies. These traders attempted to




export cocoa directly to America and some embarked on t ke
established of indigenocus Banks to promoke their commercial
activities and have a share in the domestic accumulation
denied them by these foreign tradiag firms and the colon.al
states Conflicts ensumd between farmers and traders and
amony traders themselves over the boycott of imperialist
firms. However maﬁoFity of the peasant producers were
caapelled to gepend on a ciass of indigenous middle men
who served foreiuyn capital because of the vbnoxious taxes
enforced by the colenial state to ensure that tney
produced for the reproduction of capital33.

Under Ceolonial rule, &all classes were dependent
for their livelihood on the fluctuations of export crops
at the world market. As early as 1897 the colonial
wage policy led to strikes by labourers who agitated
against fluctuations in their earnings?% In essence
the colonial government subjugated the Nigerié economy
to the dictates of foreign Capital. Domestic Capital t
though relatively immature also extracted surplus capital
from the peasant producdrs. The colonial economy was
used to déélgp the international capitalist economy.
The economy wad further.geared towards pgoducing for the
external market and as well as marke£ for iudustr;al

manufactured commodities.

2¢3 The Post - Colonial Economy: Until tne wid 1940°s

the foreign trading _firms, the colonial state a.d
indigenous traders in the Nigerian colonial economy
were dependent on the exploitation of comwercial

opportunities through tne ifiport Export trade. Only
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very limited processing of raw materials was carried out
and where processing was done it was to prepare the raw
materials such as palm-kernels, groundnu. and cocoa for
exporte Although several foreig. comparnies had sponsored

a number of researches on local raw materials and introduced

soffe form of manufacturing, such experiments were mainly geared

toward the development of spzcific quality of basic raw
materials needed for industrial production which were then
processed before they were exported to &urope. This strategy
as &lready mentioned was aimed at enforcing the role of the
colonial economy in the iusternational market but not to
promote manufacturing investment in the colonye.

By wmid 1940's there was 'a shift of orientation frow
the raw materials economy to industrial development in
the Nigerian colonial econowys According to Kilby, the

emergence of overseas competitors eager to secdre a

footnold in the Nigerian market was tb withess a reorientatiou
towwrds establishiug industrial ventures. The rise of J
cheaper Japanese imports became a tnreat to British firms
who had to maintain their share of the Nigerian market | ‘
and thus compeiled them to deploy part of thelr accumuaiated
capital in the establishment of autonomous manufacturing
industries, Thne develoupwent of the import substitution
andustrializatiofl strategy was therefore explained in
terms of the emergence and escalation of cotipetitiou in
the import - export trade,3°* i
On tue contrary, Akeredolu-Ale affiras that Nigerian

industrialization strategy should be seen in terms of the

adjustwent behaviour; a survival reaction to cthe coming
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of a new pitch uf economic mationalism in Nigeria. He
explains that up till tue early 1950's the colo.ial Skate
did ot inatiate the growth of tne industrial sector
because the development of manufacturing processes would
reduce the market for British manufactured commodities.
The Sudden concern of the colonial state to deploy part
of its accumul ated capital into infrastructural facilities
and industrial development should therefore be placed
within & broader view of the evolving consciousness at
this period which was to culminate in the final independence
of Nigerian from colonial rule. There had been series
of grievances frém different classes of people. The
incdigenous middlemen were disenchanted because, of their

disadvantage position in the domestic accumulation processe

The colonial state had to respond to demands of these classes,

by the implementation of measures that would brimng relevant

actors within the economy on this basis?6 J
In the light of the Kilby and Akeredolu-Ale's explanationg,

we must not fail to understand that the period after 1946

witnessed profound changes in the nature of world capitalism

itself, This was brought about amongst many other
developmantsby‘the predominance of Multinational Corporations
engaged in direct productive investment abrocad as opposed to
mere portfolio capital exports. The emergence of United
States hegemony and with it the policy of Multilateral
imperialism supervised by the American domiinated financial g
institutions such as the international Monetary fund (IMF),

International Bank of Reconstruction and development (IBRD)

Is
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and General Agreement on Yariffs and Trade (GATT). British
Polity of bilateral imperialism which characterised colorial
domination began to decline. The anti-colonial struggle also
began to gather momentum aided by several factors,such as
the emergence of a powerful bloc of socialist countries led
by the United Soviet': Socialist Republic (USsR)y and also the
‘devastating effects of the world war II and the agitation
within the colonies who had participated in the war and
had come to realise their subordinatiou which triggered
the agitation tor natiowal liberatiomn. The point is that -
these changes largely contributed tc the shift to industrial
development in Nigeria because tne parent industries of
these foreign trading firws saw it profftable to do so at
the time they began to deploy part of their accumulated
capital into industrial ventures. Kilby totally failed .
to situate bis competitive threshold hypotnesis in the contest -
of this famreaching structural change, just as he did aot
give adequate recoghition to the crucial role of the state
in establishing the necessary conditions for .-capitalist
industrial accumulation. Although, Akeredolu Ale recognised
the role of the state in the industrial process in providing
incentives to the so called pioueer industries, he failed
to come to grips with the self interest of foreigu cowmpanies
iu carrying out this indestrial investwent. This 1is because
inspite of the profitablity of the imporf-~ export trade,
these foreiyn firws had envisaged that a greater -@Qvenue
was opened for them if they now invest ifi industrial produccion,

especially siuce imadigenous industries would be cowmplementary
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to those in centres of advanced capitalist countries. If
the shift to industrial ifivestment was nut seen prof{table
foreign capital would have fouad anuther solution or simply
encourage more local participation in the iwport~export trade'?7
Behind the move towards investment in industrial ventures
was the colonial state which had come to recognise the need
for productive investments in the colony. Putting the point
firmly Sharwood Smith States.
"eseseThe main emphasis of the colonial state

has shifted recently in accordance with

the declared policy of government, more

definitely in the direction of economic

development than was the case in earlier

yearse It is becoming increasingly obvious

that if the social services now being

brought into being are to be maintained

and extended new wealth must be created
to pay for them%....

The colonial state therefore started investing the capital
already extracted from the revenue from export and taxed
in providing infrastructural facilities such as water,
electricity and transport, cheap raw materials, labour

to support and consolidate industral development in the
colonye The state continued to attract foreign investment
by promising profit repatriation. To further aid the
development of.manufacturing industries in Nigeria, the
state adopted a tax system, infrastructural facllities

and credit incentives as well as tariff protection.39

The aid to pioneer industries, the generous depreciation rates
and a variety of teriff concessions,such as the industrial
development (import duties Relief) ordinance of 1957, the

industrial development {income tax Relief} Act of 1958,

custom draw back regulations of 19588 and Tax Ammendment




Act of 1950.40

Tne state imcentives attracted massive inflows of
Multinatioual Corporatiomas and a small portion of the
private Nigerian capital to invest in industrail ventures.
A large share of industrial investwent in Nigeria were
foreign owned.s Uptill 1566, 70 percent of the total
industrial investment in wnigeria came from private foreigu
sources, while private Nigerian investment was only 9.9 per=-
- cent of tne total industrial investment and the public
sector accounted for only 17.0 percent.41 In cértain
sectors like basic industraal chemicals, foreign cowpanies
exercised a 100 percent coutrol. The same amoupt of control
was exercised over the motor vehicle and bicycle assembdy
sectore. Foreigm capital had.84.3 percent coutrol of the
Food industry, 70.2 percent of drinks, 96 percent of
metal products, €2 percent of textiles manufacturea,90
percent of paints, 69 percent of footwear, 62,2 percenk
of cement and 58.3 percent of ruwwver products.' Foreign
capital also cominated the motor vehicle repairs sector
to the tuwme of ¥B percent, 68 percent of furniture and
faxtures and 64 percent of vegetable 0il mining,

explicitly demonstrated in table 2.3 below.
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Table 2.3
Total Others| Public Private Total *
100.00 - 39.4 5.0 44.4 55.0 | Metal Products
100,00 - 23.0 4¢5 275 72. S|Diary Prouducts
100.00 - - - - = |Fruit Canuiuy
100.00 11.3 12 1245 57.5 | Grain Mill Product
100.00 €e° €¢S 33.0 39.5 54.0 | Bakery Products
10000 - - 32.8 32.8 67.2 | sugar Confectiionar
100600 - 0e7 9.4 10.1 89,2 | Miscellanous
food preparations
100.00 0.4 4.9 104 1543 84.3 | Total (Food)
100,00 - 10.0 21.0 31.0 ©5.0 | Beer Brewing
100,00 | = 14,8 - 14,8 | B5.2 | Soft drink
100400 - 10.4 1.4 29.8 702 Total (drinks)
100.00 3.8 310 3.3 34.3 6149 | Manufacturing
Textiles
100,000 - 257 51 30.8 69.2 | Foot wear
100,00 - 29.0 23.3 5243 47,7 | wearing Apparel
and made up
textiles
100.00 - - 88.9 88.9 11.1 Saw Milling and
other wood pro-
ducts
100.00 ~ 6e’? 25¢3 32.0 68.0 Furniture and
Fixtures
100.00 - 45,3 13.7 59,0 41.0 | Paper products
. and printing,
100.00 12.1 231 €e5 29.6 58.3 Rubber Products
100,00 - 29e2 7.0 36.2 63.8 Vegetable oil
) Milling
100600 - - - - 100.00/ Basic industréal
Chemicals
10000 - 5.0 5. 10.0 90.0 Paints
100,00 - - 2.0 20 98.00] Miscellaneous
Chemical products
100.00 - 31.6 el 377 62.2 | Cement
100.00 - 209 L2 4.1 95,9 | Metal Procducts
100,00 - = - - 100,00 Motor vehicle
and Bicycle
Assembly
100400 - 23 - 2+3 97.7 | Motor vehicle
Repairs
100.00 21.6 24-3 6.0 30-3 48.1 Others
100.00 3.0 17-0 ,.9 2..9 70- TOTM‘
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* & Private non Nigerian
+ = Nigerian
Source = Ilodustrial survey of Nigeria, 196c in #keredolu
Ale E,Os = The cowpetitive Threshold nypothesis anc Nigerias

Industrial Process, Ibid PP 58 - 59

Before the attginment of political independence the
Nigerian econowmy had transcended the raw materials economy
that is the predominance of petty commodity preduction for
export to an eccohomy whicn is able to produce for dofesto
and external demands. In essence, the economy had matured
to support and serve the adwanced capitalist industries
and thus became fully integrated into the capitalist world
ECODUNY042 The developwent of industrial activities ia the
Nigeriap ecoaomy coincided with the emergence of increased
pelitical awareness. The indigenous middlemen and traders,
the most pulitically conscious class sought ©o improve tueir
comercial positions and partake in the domestic accumulation
controlled by the foreign companies and the Nigerian State.
These class of traders and middlemen were jolned by the
class of educaéed Nigerians who wanted to occupy top
manggement and Civil ~ervice Posts. The peasantry and
working class were not left out. They had emperienced
colonial exploitative rule and were all in support of the
end' tp colonial dqmination.43

The transition from the colonial to the post colonial
economy required the transfer of state authority into

indigenous hadds. The British government had groomed a

stratum of the domestic bourge®isie to take over from the
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erst - while colonial administrators and thus ensured khe
continued domination of the Nigerian economy by international
capitale. At independence, the colonial economy had matured
and now contains all the manifest features of the capitalist
mode of production. Stressing the point further Bangura
States, )
"e.oeeNigeria has a micro~-cosm of the agencies that

operate in the world capitalist economy and

the structure of property relations in the

modern sector is similar to those of the

world economy"44
The syndrome of dependence maintained during colonial rule
was imposed on the post-colonial economy and the industrial
sectore Thus at independence, the Nigerian economy had
matured to incorporate manufacturing processeg complementary
to the advanced capitalist industries.45

Furthermore, the decolonisation period witnessed

the gradual growth in other sectors of the Nigerian
economy other than agriculture, mining and investment
in industrial ventures. The predominance of &gricultural
development, raw matérials and minerals began to give
way to the emergence of crude=o0il as the dominant export
commoditye. Although the agricultural sector continued
to dominate its share of gross domestic product at 1962
factor costs declined from 66 percent in 1958/5Y to S55percent
in 1966/67e The Share of crudeoil in the gross domestic
product increased from Y percent in 1958/59 to 19 percent

5 Table 2.4 illustrates the growth in crudeoil

in 1906/67.%
production from 1958 to 1980. From 1958 when production

started, erudeoil output cofsistently increased. 1In 195%
production was 1,876.062 barrels and by 1967 it ha@ risen

to 116,553,292 parrels. The civil war interrupted productiom



and it fell to 51,907,304 in 1568,

to 197,204,450 and by 1970, it recorded 395,835,068Y barrels,

L
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It rose again in 1%69

At its peak oil accounted for about 90 percent of Nigerias foreign

exchange earnings compared to 1560 when it controlled only
2.7 percent of foreign exchange, in 1970 it provided 57.6

percent and by 1973, it had risen to B2.7 percent.4

TABLE 244

NIGERIAS CRUDEOIL PRULUCTION FROM 1858 to 1980

Decem.er, 1980 as in Clukoshi A,0, The Multi.atio.al

Corporatiuvn and Industrialization 1N migyeria, Ph.D. Tuesis,

The University of Leads, Septemuer, 1986 P. 132,

proaucts and crudeoil in wiyeria's expurt.

sudden leap of crudeoil from 2.7 percent of exporis in

1960 to 57,6 percent of nigeriak export in 1970 while

Tapie 25 Clearly brings out the share of agricultural

It shows the

Year ro¢ in barrels ) Year tProd in parrels] Year ; Preod. in barrels
195¢ | 1,876,062 1 1966 | 152,428,108 1974 | 823,317,838
1959 | 4,095,611 1967 | 110,553,292 1975 | 651,500,701 |
1960 | 6,367,187 1905 | 51,907,304 1976 | 758,058,380
1vo1 16,801,890 19609 197,204,480 1977 | 766,053,944
1962 | 24,023,091 1970 | 395,835,619 1978 | ©92,269,121
1963 | 27,913,479 1971 | 558,678,882 1979 | 842,474,109
1964 | 43,990,895 1972 | 643,206,605 1980 | 754,020,497
1905 | 99,353,794 1973 | 750,593,415

Sources Anaual Abstracy of statistics, Lagos, 1Yol

Pe 834 CBN nd tement of Accounts,




agricultural cosmmodivles which controlled 75.8 percent of
Yotal exports had dgecliuved to 2B.b0% of wigeria's export by

1%i0.

TAEBLE 205

Share of Agricultural Products ang Crudeoil i, nigerias export
Between 196U and 1970

8 Agricultural Exports Petroleum Exports ;
Year Quantity' Value in Share of Quantity Value in 4 share
. in tonnes WM Exports *Barrels MM of EiForts
in M.
1960 |1,21840 | 25,0 75.8 52 8.8 247
1965 | 1,506,0 289,0 58,9 81.3 136.2 25,
1970 7991 25361 28.6 324.5 510.0 57
i ¢ Quantity = inthousands tonnes (agriculture)

Barrels in million {(crudecil)

ii Share of Exports = Percentage of total exports

1ii a include cocoa, cotton, groundut, palmoil palmkernel
and rubber. —

Source: Derived from the MWorld Bank, Nigeria's option for
long~term development 'Report of a mission sent to nNigeriat

{Baltimowe) The John Hopkins University Press, PP 213 = 214,

With the emergence of the petroleum economy, the
agrarian structure of production was severely undermined,
Sharing a similar view, Rauf Mustapha explains that
the rise of the petroleum economy indicates the shiit

away from the agrarian basis of accumulation because.yge¢
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Tesesse When the groundnut licensed buying agency
-was abolished in early 1983 by the groundnut
marketing board not a murmur of protest was
heard. It was precisely this agency that
was so coveted and prized by the colonial
trading companies and later the African
Petty~bourgerisie,an indication of the
centrality of the appropriation of peasant
surplus in the accumulation process at that
time....."48

In 1974, Nigeria earned more than N4 billion from
crudecil sales as against N17,0 million in 1961/62,
M75 million in 15972 anc by 1980, the earnings from crudeoil
had risen to K13,123 billion and reached $14.3 billion in
1982, The increase in the revenue from coude oil is brought'

out in Table Z.6 below.

TABLE 246

NIGERIA'S REVENUE FROM CRUDEOQIL

YEAR MILLION N YEAR MILLION N
1958/59 0.2 1971 603,0
1959/60 3.4 1972 735,0
1960/61 2e4 . 1973 1,368,6
1961/62 17.0 2574 4,184,40
1962/63 1740 1975 4,568,0
1963/64 10.0 1976 4,834.0
1964/65 16,0 1977 6,299,0
1965766 o | 2942 1978 54,1834 7
1966/67 ¢ | 45,0 1979 10,433.0
1967/68 ¢ | 41.8 1980 13,123.0
1968/69 ¢ | 29.6 1981* $10.4
1969/70 £ | 75.4 1982¢ $14.3
1970 £ 176.4 1983* $9.6

i, *# in khillion dollars
ii. Key # is grown years

Sources: A4nnusl statistical Buljettin 1980 ii NNPC

Monthly information and Shehu Shagari 2znd and 23rd National
Day Address, 1982 and 1983 as in-¥zliola and ihonvbere 'The
The Rise and Fall of the second Republic Opcit P, 87
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Throughout the period under review the petroleum sector
was dominateo by foreignm ©il companies such as shell BP,
Mobil oil company, Texas oil company (Texaco) to wention
a few, By 1502, Shell BP dlone contributed about 50,19
percent of total ©il output only recently did the state
increase its participation in the odl industry. By 1979
the state had acquired about 60 percent shares in all the
companies except in Shell BP 1. whicn it has 40 percent
participzticon interest by August 1, 1979:48

As in the celonial raw materials economy the bulk
of crudeoil-production was geared towards the external
market.s The Nigerian Petroleum is exported in crude forw
to be processed in the advanced.capitalist industries
which is then imported into the country for local and
industriel consumption., This is because the wnigerian
industries have been struétured in such a way as to make
them dependent on processed petroleum products imported
from adwanced capitalist countries. Thus domestic

industries only manufacture processed imported raw materials .

The revenue generated from crudeoil export was used
tc finance basic industrial raw materials inputs and
consuner commodities imported frow the world market.
The revenue from crudeoi}l was also used to finance government
expenditure,state projects such as the Green Revolution
Programme, River rasin Projects, the construction of
Aladja Steel Mill of &bout ?.6 millioun and the maczsive

importation of food items. In 1979 revenue on food imports

rose from N18.8m to K1l.16billion in 2980 and by 1981, it has
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risen to NMledb billion in the first nine mouths a rise
of over 100 percent in less than three years.50 The
revenue frowm o0il facilitated an upsurge in states expenditure

in the 1970's. It reached a point when the state expenditure

began to increase more than the total revenue of the statee.

TABLE 2.7

NIGERIRS REVENUE AND GOVoRNMENT EXPLNDITURE IN MILLION N FROM
1575 ~ 1980

Year 1975 19 70 1977 1978 - 197y 1980

A Total Re- |
venue in 54514.7 | 64765.0 8,04244 |7,469.3 [10,913.5 {5,234.0
Million W

E Government

Expenditure ' . 5
in NA1lioa 8,258.0 95,701.5 | 11,695.3 |12.339.1 | 13.291.5 | 23,695.7

=

Source: A/B Central Bank of Nigeria, Eco..omic and Fiancial

Review, Vol. 21, No. 1, March 1983 in Bangura Ye Crises in

Slerra Leone and Nigeria. OP cit ppe 11 = 12

Table 2.7 shows the total revenue of the Nigerian
economy and the high increase in governwent expenditure frow
1975 to 1980, 1In 1975, total revenue had increased from
N5,514.7 to N15,234.0 with an unprecedented increase in
government expedditure from N8,258.0 in 1975 to N23,6¥5.7 in
1980s This demonstrates the inability of the Nigerian State
to keep its spending in accordance with the inflow of ..ouey
into the econofiy. It is this structure of high spending of the
state that was to culmlnatgzyhe balance of payment deficits
incurred in the early 1980's. Majority of the state revenue
was also used to finance the import - substitution industriali-

zation Strategy introduced at the close of the decolonization

frain NIRECia .
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In the next{ chapter emphasis will be placed oan the
nature of the import substitutiown andustrialization strategy
that gevelopeds We will show the impact cf the o1l revende
on the industrial process, relevant wo an understanding of
the proolem of raw materials. The various crisis management

measures employed by the state will also be examined.



- B4 =

FOOT NOQTES

1. Gavin Williams: State and Society in Nigeria, Afrografixa
Publishers, nigyeria, 1960 pp 22 - 26

2. Basil DPavidson et ali The Growth of African Civailization
History of wmest africa, 1000 -~ 18Bu0, Lougman 4reen arnd
company Ltd, London 1965, P, 285. Casely Hayford was
one of the best known spokKesmeénof West Africa during
the early colonial period. # Patrot of Modern Ghanasa,
Joseph Ephraim Casely Hayform did much to vindicate
the right of Africans to the rich heritage of Africaec

3 Te Ae Osae and Ao.Tes Odunsi, A Short History of West Africa
AD 1800 to the present: University of London Press, Loddon
1973 P 130, ’

4, Okundare Re O, 3 An Economic Histbry of Nigeria 1800
1960, Methuam publishers, 1973 pp 16 - 41.

Se Lopkins Al.Ge: AN Economic History of west Africa, London
1973, &5 in Gavin Williams: State and Socicty in Nigeria
Pe 24, in C Meillaseux. Introduction to the development
of dndigenous Trade and Markets in West hfrica, Oxford
University Press 1987e

6. Gavin Williamss State and Society. Ibid P. 24

7. Basil Davidson el al: The Growth of African CivilizgtionJUth
Pe 182

8a Gavin Williamss State and Society. Ibid

9. Ibid
10, 1Ibid Pe 26

11e Bukharin Ne Imperialism and World Economy, Merlin
Press; Londbn, 1972 P. 96

12. Abiola Ee Os : A Textbook of West African History E
Omolayo Standard Press and BOokshops Co Nagerla Ltde, ?
Nigeria 1978 Pe. 129+ ;

13, Ibid PPe 130 = 132. The Niger Company was bestowed the ;
authority to rule and cordinate trading activities in :
Nigeria for fourteen years 1886 - 1899, before the
Colonizl State took over,

14. Gavin Williamss State and Society in Nigeria .. Up cit Pe R9




15.

16.

17.

18.

19.
20.

21le

224

23

24.

25.
26,

27«
28.

29

30.
31.
32.
33.

34.

Onimode Bade: An Introduction to Marxist Political
Economy, Zed Books Ltde. London 1985 P. 162

Ibide.

Bangura el al: The Deepening Economic Crisis and its

Political implications in Africa Development Vol IX, No. 3
1584 Pe 530

Claude Ake: A Political Economy of Africa, Longman
Group Ltd, Nigeria, 1981 PP 32 - 35.

Ibid pe. 39
Ibid
Nwankwo Chukwnemeka The aAfrican Dependencigs

A Challenge to hestern Democraqyz The William
Frederick Press New York 195C PP 27 - 30

Reuben Udo: British Peolicy and the development of
Export Crops in Nigeria in Nigeriam Journal of Economic
and Social Studies, 3, 1963 P. 311

Ibide.

Ludwig Schatzi: Industrislization in N eria: A spatial
Analysis: Muchen WeX¥forum Verlag, 197

Gavin Williams: State and Society in Nigeria ... Op cit P, 24

Claude Ake 3 A Political cconomy of Africa ... Op cit P. 64

Ibid

Ekundare E.O« An kconomic History of Nigeria Op cit P. 210

Helleiner Peasant Agriculture, Statistical

Federal Office of Statistics, Economic Indicators
January 19v7 as in Kilby Peter: dindustrialization in
an Open Econcmy: Cambridge University Press, London

1969 Pe. 7

Gavin Williams: _State and Society Op cit Pe 30

Ibid pp 31 - 32
Ibid P. 31
Ibid P. 32.

Ibid



35,
3o.

37

38.

3Y.

40,

41.

424

43,

444

45,

46,

47«

48,

49,

SU.

- 86 =

Kilby Pe Industrialization in an open Economy Op cxt—pp53é

Ee O« Akeredcly-Ale: The competitive Threshold Hypothes
and Nigerias Industrialization Process: A Review article
in Nigeria Journal of kconomic and Social Studies

Vol. 14, March 1972 pp 114 - 119,

Qlukoshit The Multinatioisgl Corporation and industrializatig

in Nigeria: A Case study of Kano city 1903 -~ 198o, Ph.D
Thesis, University of Lezds England, September 198v. P 145

Sharwood Smith B.E. Kano survey 1950 Zzaria.
as in Olukoshi: The Myltinationa corporation and
industrializatio. in Nigeria Op cit. P. 116

Ibid pe 11v

Akerecolu Ale F.0. ¢ The underdeveiopment of indigencus
Enterprenership in nigeria. Ibadan University Press, 1875
okl

Ibid PP 58~59

Bangura Yusufi ‘Crisis in Sierraleone add ngerla op cit
PP 17 = 25.

Gana AeTe Dependent Industrializatio. Foreign Policy
dynamics of class struggle in Nigegiia, 1960 - 1580 in
Nigeria Journal of International Studies Vole 5 ~ 7
1981 — 83 P. &7

Bangura: Overcoming Same basic Misconceptions of the
Nigerian Economic crisis in 8tudies in Politics ard
Society., Debate oh the Nigerian crisis Journal of

tne Nigerian Political Science Association, 402, Octowver
1988 P, 43,

Olukoshi A,0.; The Multinational Corporatio.s and
industrializatio. Op cit p. 116

Ludwig Schatzi: Industrializatio. in Nigeria Op cic Pe 18

teriba et al: Tne structure of Manufacturing. in Nigeria
Ibadan University Press. Nigeria 1981 PPe 19 - 22

Mustapha Raufs Foreig“ Capital and Class Formation
A Kano case study, Msc Thesis, ABU 1983 pp 5u8-59

Ludwig Scnatzi: Industralization In Nigeria. Op cit P. 18

Usman Y. Middiemen, Consultants, Co.tractors and tne
soilutions to tue current Economic crisis iu stuaies in
Pulitics and society, Debate on tue Nigerian Econoulc

crisist Journal of the Nigerian Political Science Association

NOa 2’ 0Ct°uer. 1984 Pe Ya




- 87 -

CHAPTEZR THREL

Inustrialization ang the Raw Materials Crisis.

Introduction

This Chapter will discuss the nature, structure, ownérship
and the linkages of the industrial sector with the rest of
the economye This will enable us come %0 dgrips with the
proolem of raw materials as it affects the industrial sectore
We will also examine the current recession particularly the ;

problem'of raw materials and attempts by the state to solve it.

In the countext of f%is study the term raw materisls shall
refer to as earth raw materials such as extractive materials
derived from agriculture, forestry, w~ininy and processed or
and semi-processed goods. Procesged raw materials have _ i
shed many of the constraints of weight bulk and perishabilitye.
However, we ..ust understand that for some industrialistsit
refers to primary saterials in the raw stage, agricultural
commoditiess For others it refers to intermediate goods
that have already passed through the ipitial manufacturing

processing &s iron iftgots, billets, alluminium, rasins,

paper pulp, chemicgls that need further transformation to
become consumel goods., While some refer to a finished good
which becomes an ingredient or component of abeother product
as sugar to softdrinks, nuts, Milk Solids to icecreams and
bolts, staples upho¥stery to furniture, industry transistors,
capacitofs and diodes to electronicindustry flator long

steel to engineering industries. Because of the ¥Waried
nature of what conskitutes raw materials policies aimed

at developing them locally are bound to be different.1
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3e1 Import -~ Substitution Industrialization:- The emergence

of the crudecil sector and the massive revenue generated
precipitated the upsurge of industries and the intensification
of the import - substitution industrialization process as both
transnational companies and private domestic capital sought
to maintain a foothold in the expanding domestic markete.
The import - substitution inadustrialization strategy developed
during the colonizl era was further consolidated by the oil
boom of the 1970's. The role of capital, foreign and local
and the Nigeriéh state cannot be underestimatede The post
colonial state continued to facilitate the conditions for
capital accumulation in the industrial sector and the Nigerian
economy as a wholee. This ;ag necessary since the Nigerian
economy is an extension of the colonial structure of production
except that new modern sectors had developed away from the
colonial raw materials economy} to enforce Nigeria's
complementarity with advanced capitalist countries and as
an integral part of the world capitalist economy.2

| The import - Substitution industrialization strategy
was based on the framework that given the structure of the
domestic demand and the existence of a ready made market
for consumer goods, industrial activity will begin first
with the manufacture of finished consumer goods which are
products with relatively simpl@ technology and labour
intensive. Industries were established to produce locally
those consumer goods that were formally imported into the
Nigerian economy. The industrial policy was thus referred

to as inward looking strategy aimed at reducing the colonial

economic pattern of supplying rawmaterials to advanced
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capitalist countries &nd of importing manufactured products
in return as a per Perpetualn of economic dependence but as
the basis by which the Nigerian ecouwomy can articulate itself
within global capitalist rela‘tio:us.3 Putting the point more
firmly Mukhtar Ahmed explaing

"eeeee This inward looking strategy involves the
process of industrialisation which is tailored
to the potential as well as knownfTequirements of
a ready-made market and in its early stages is
usually limited to the replacement of imports
of non-durable consumer goods which can be
procuced with unskilled and semi skiiled labour

" with little or no application of advanced tech-
nological methode..."4
This structure of productioun process es was ﬁecessary as
earlier mentioned to ;ei?orce Nigerids role in the interna-

tional capitalist division of labour as a complementary

part of the whole process of capitalist circuit of reproductionJ

The Nigerian industrial sectcr had to.serve advanced
capitalist industries in terms of providing avenues for
commodities as rawmaterialsy sparepartsymachines produced in
these industries, Evidence revealed that inspite of the
massive revenue from oil which was used to fimance the y
industrial sector, the Nigerian import-sublstitutign industria-
lizatio.w. stratégy was unable to move beyond the initial
stages ot industrial productio.. but has developed an
irreconciliable flare for iwmported production inputs

rather than transcend its early labour intensive and mere

assembly type production processese.

Table 3.1 reveals that between 1963-1972, the share
of industries engaging in low techuaology actiwities

conti.ue to rise fro. 56.0% to 75.8% of total invested



capital in manufacturing, in 1963 and 1972 respectively.
Investment in

nology activities increased from 0.9% te 12. 2% between

1963 and 1972,

TABLE 3.1

Types of Investwent in the Manufacturifg Sector 1965-72

i:-

agro industries dedlines while high tech-

(¢ based on total investment capital)

Year AgGro=- Low Tech Kigh Tech Miscella 15 :

Indust. { Manft. % Manft., % Inciluding $ Milljion

Activi- assembly

ties extivities -

Zx

1563 - 56.0 0.9 - 110.6I
1964 - - - - -
1965 171 675 162 13.9 180.1
1966 1648 6%.2 4.1 9.9 123.8
1967 203 65.4 6.4 79 160.0
1968 17«2 74,8 3.3 4.7 17145
1869 15.9 78.8 4.0 1.3 22243
1970 1649 75,8 3.1 4.2 225740
1971 115 T7e6 10.2 0.8 4571
1872 11.2 75.8 12.2 D.8 58046

Source: Industry Survey of Nigerig,

Lagos as in QOnimode el al. Multinational Corporations in Nigeﬁia,
Ibadan, Les~Shyraden Nigeria Ltd, 1983 P. 51.

Nigerian import-substitution strategy further confirms
the policy of capital towards maintaining that Nigexian

incustries and the Nigerian economy as a whole remain a

The dominance of low technology industries in the

source of makket for commodities turned out from the




advanced cépitaliét indusiries. This further explains why
inspite of the emphasis on industrial development, Nigerian
industries bave largely been dependent on imported raw materials
spare parts and machineries. The implication of this was

that, although the manufacturing sector of the Nigerian economy
exper ienced rapid rate of growth in the post 1945 period and
especially in the 1970's as a result o% the oil-=hoom, the

level of local value added was generally low., Putting the

point more firmly Eangura explainsjuigerian industries were

import dependent because,

"eeeessthe choice of products suggested that no new
research would be undertaken since the technology
for these goads had been standardised by foreign
companies and the production techniques are
simply transferred into the Nigerian industrieses.®]

In effect most of these indusfries rely on their parent
companies abroad for basic production inputs. What we
have for an imﬁort substitution industrialization strategy
were infact industries made to manufacture only processed
raw materiazls from the advanced economies. The point is
that many industries in Nigeria lack the technology to
protgess these raw materials and there has been the absence
of domestic industries specialising in the production of
spare parts and Machineries. The supply of these vital
production inputs has always come frowm the international 5
capitalist market.6

FPurther- more out-put of the manufacturing sector

was dominated over the years by & few light industries E
producing consumer goods namely food,beverages, textiles, |

tobacce and coal using low technology. High technology

activities like production of pasic iron anc steel industries




chemicals, electrical appliances machinery and transport
equipment are essentially few or hone=xistent,

€ . . ioee . ~» Many of the manufacturing
activities empdoying high teﬁhnology are mere local assembly
of completely knowked down (CKd) parts imported from the
western Countries. These include, the liocal vehicle assembly
plants like peugect and volkswagen, Leyland Wigeria ktd.,
Bedford rotors, Tractor and Equipment disisioun of UAC.7

These industries consume imported raw materials of about 96
percent ¢f the gross output value. The share of imports .

to total industrial supply is_?ery high, being 99 percent

and 94 percent for industrial and agricultural macﬁinery

respectively. Household electrical appliances is 94 percent,
shipbuilding 8y percent, basic industrial chemicals, fertilisers
and pesticides 89 percent add weaving apparel BY percenta E
There is a high proporfion of imported raw materials to

total manufactured cvouwsumer goods. The ratio- of imports

to total raw materials renges from 63 percent for sugar and

Chocolate <Confectioneryy92 percent for bakery productss.

Table 342 shows the import dependence of selected
industries in Nigeria., With the exception of bicycle
assembly all the items below contribute signific%%ly to
the Nigerian economy in terms of local value added even
though they depend to a considerable extent on imported

raw materiale, spareparts and machinerye. HOwaever ,more

than 45 percent of the value of Nigerids out put is accounted
for by the cost of imported raw materials, which continue
to frustrate attempts at a self reliant and autonomous

industrial development in Nigeriae
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TABLE 3.2

IMFURT DEPENWDENCE OF SELECTED INDUSTRIES

Industry Import=dependence Local value added

Metal Manufacture 41.4% ; 42¢1%
Tobacco 30.2% 64,8%
Printing and Publishing 26 4 2% 5844%
Perfumes and cosmetics S444% 3267%
Bicycle Assembly 88¢ 2% 5.9%

Source: world bank kMission, visit to Nigeris in 1965 as in \
Teriba and Kayode: Industrial Develgpment in i
e g e 25—

Digeris, Ibazdan University Press, 1977 P. 288

Table 3¢3s illustrates the imported raw materials component

of manufacturing in Nigeria. ‘The import content of the :
manufacturing sector is very high with almost 34% of |
the total value of réquired raw materials being imported e

On the average while for the technical groups.such as

basic industrial chemicals, glass products and made up

textiles, the import component of raw materials 1is about

90%e

TABLE 3e3 ) |

Imported Raw Materials Component of Manufacturing in Nige

Industry Group | Imported kaw materials/
Total Raw materials

Meat Products 27,90 :

Daily Products 40,85

Fruit canning and Preserving 1,00

Vegetable o0il Milling - §

Grain Mill Products 99.75

Bakery Products 8.60 é




TABLE 3.3 Contisuede.

Industry Group

Imported Raw Materials/
Total Raw materials

Sugar Factory

Sugar and Chocolate confectionary
Miscellaneous food preparation
Animal Feeds

Spirit distillery

Beer Brewing

Soft Drinks

Tobacco

Spinning weaving and finishing textilt

Made up texitile goods ma6 wearing
apparel '

Wearing Apparel

Knitted goods

Tanning

Travel goods

Leather Footwear

Manufacture of Carpets and Rugs
Sawmilling

wooden furniture and fixture

Paper containers, paper boxes and
paper bou..de

Other paper products
Printing
Basic industrial chemicals

Fertilisers and pesticides

W

Paints

13.0
14.25
©0435
35,70
0. 10
46,0
45455
7.40

S 29 «00

79,65
51.0
91635
20420
50.85
0.03
100.0
1.60
23675

44.595
26.75
87430
43.50

28.85
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Sourcei [Federation of Njgeria, 3rd National Development
1975-80 P. 148 in O. Teriba el al : The structurs

University Press, Nigeria 1981, p. 26. %

Table 344 and 3.5 below preseut a detailed picture
of the dynamics and shifts in the structure of production
over the 44973/74 - 42 period. Emerging from this illustration
is the ract that the overall growth performance of the
economy during this period was unimpressive i.spite of
the development of Wwodern sectors similar to those of é
advanced capitalism anc alsc the massive revenue. generated
from the coudeoil sector in financing basic production inputse
The gross product recorded an average annual growth rate i
of only Ze4% in real tefms. "#assuming that the country%
population was growing at the rate of 2,5% per annum during
this pericd, this growth performance of the economy represente
a negative rate of growth of the real per capital gress
domestic product of 0.1%. Notably, this overall growth
performance of the economy was characterised by extreme
imbalances in its structure of production. Evidentis fhe
fact that while the agricultural and crude oil sectors
détﬂj}ux,aﬁgolutely and relativelyJ Sn;h active sectors
as the manufcturing,huilding and construction, transport
services intluding wholessaleand retail trade, finance and
ingurance began to increase. Agriculture and crudeoil
also achigved negative average annual growth rates of 1.5%
and 2¢6% resp=ctivelyes Gross domestic production not
only recarded negative rates of grewth for 1578, 1981

and 1983 but most other production activity sectors
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registered negative rates of growth for these yearse. This

fact further demonstrates the lopsided structure of production

in the Nigerian industrial sector and the econoniy as a whblee
The dmport dependence of major sectors of the Nigerian economy
has resulted in the disarticulation of these sectors in
such a way as to result into a low level of local value
added and forward and backward linkages. The active agencies
behind this uneven development are the Multinational capital
andprivate domestic capital supported by thne Nigerian State.

~ Table 3.6 illustrates the contribution of manufacturing
to Nigerian Gross domestic prdduct from 1560 - 1980. The
contribution of this sector to gross domestic product is
very low inspite of the massive influx of foreign exchange
into this sector. The share of manufacturiné as a percentage
Of GeDeP was 3.4% in 1960 and 5.2% in 1970. Manufacturing
output measured at 1984 constant prices rose from N216.4m
in 4960 to N216.4m in 1977, a growth of about 52%. Although
the value dropped to N778¢.1m in 1978, it recovered to
N955.0m by 1980. Manufacturing output as a percentage
of the gross doemstic productwas only generally small
amd has remained stagnent over 21 years. The maximum
contribution of manufacturing to the GDP was about 7%, the

average contribution was 5%.



TABLE 3463

Contribution of Manufacturing to Nige G.D.P 1960-80

Fiscal Year Manufacturing GasD.P WM Manufacwuring as
ending March | output mm 1974 % of Gu.D.P
1974 constant | constant |
prices prices

1960 216 .4 6,322.8 3.4
1961 2422 ©,352.2 3.8
1562 288.2 64565245 4.3
1503 29146 74210.4 440
1904 299.2 7,401c1 4.0
1965 348.2 7:803.6 4.5
1966 349.1 7,55047 4.6
1967 299.4 6,384.3 4.7
1968 313.7 ©,308.4 5.0
1969 415.0 7599942 542
1970 530.7 10,542.5 5.2
1971 51401 11,542.6 4.4
1972 63242 11,929.8 5.3
1973 700.2 12,585.0 5.6
1974 911.2 13,915.1 - 98
1275 924.6 13,652.7 6.8
1576 1,124.9 15,309.7 73
1977 1,127.5 16,137.8 Se3
1978 778.1 14,749.2 6ed
1979 8901 13,9669 645
1980 95540 14,618.4 645
Source: tati ydgerian Gross

Domestic product and allied Macro aggreqgates

1973/74 - 1983 Vol No 1 April 19¥2 P. 2.
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3e2 The Industrial Sector and the Raw Materials Crisis

The World Capitalist recession started in the early
1970's in the United States of America and by 1975 - 76
it had engulfed other European economies, aftected Japan
and most underdeveloped economics in the late 1970's. It
did .ot aftect. the Nigerian economy precisely because
the country was ewnjoyiung the oil boom as the revenue frow
crudeoil export S.Iad'rgpled; increasing the country's income
from N4.733b in 1975 to N10.1 billion by 1879. The price
of 0il rose from $11.7 per parrel in 1974 to $40 per barrel
in 1980 and its oil output rose to 2,050,000 barrels per
day by 1980.9 The revenue generated frow. the oil price
hike was used to finamce the import-substitution import
dependent industrializatiomn. There was massive importation
of food items for local co.sumption,hligh government expendi-
ture, expensive projects, massive repatriation of surplus
abroad as contracts were inflated, and the nations wealth
was illegally transferBed abroad through transfer pricing.10
The crudeoil revenue rather than being used to correct
the lopsided pattern of industrial accumulation was used
to entrench and escalate the already pathetic structure
of dependence in the Nigerian industrial sector and
economy as a whole, The revenue collected during the oil
boom was not invested to stimulate the Nigerian economy
towards self-suffieiency and the development and utilisa-
tion of domestic raw materials. The Nigerian state was
more interested in establishing a conducive atmosphere for
capital accumulation in general. The state policies since

the beginning of the industrialization process tended to
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support this pattern of industrial accumulation. The

indigenisation policy of 1872 and 1977 has been-regarded

as an effort by the national bourgeosie to assert itself,

If is argued that the national bourgecisie had under its

control a large amount of resources as proceeds from oilq

rents, and royalties, and needed to demonstrate this new

found strength by seexing to restructure its relations with

foreign capitale. Thus the indigenisation policy should be

seen in the licht of the domestic bqurgeoisie effil L WO assert

itself in relation to foreign capitale

Putting more 1light to this point, Beckman expalinse
"eesssthe rising domestic bourgeoisie is emancipating

itself in and through the state support for
private caPita% or through direct state 11
paeticipation in production and exchange.see?

The indigenisation exercise should therefore be seen as

an example of both. This however confirms the state's

role as an agent of domestic capital. The policy of

indigenisation can also be seen from another perspective,

It is not an attempt bg the Nigerian State to demonstrate

its support either for the domestic bourgeoisie or for

foreigh capital but rather in service of capital in general.

The State acts to aid and consolidate the rule of foreign

and domestic capital without which they cannot develop.

This will place the state in a better position to wmanage

the primary contradictions within capital. Moreover

indigenisation forms a forum for the national bourgeoisie

to fulfill its strategy of close collaboration with imperialism

‘ . 2
to exploit the working class and domestlc accumulatlpn.1
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In 1977/78 mild strains began to show in the Nigerian ‘
economy following the 2 percent increase in posted price l
of Nigerids high grade light crudeocil in April 1977. This

|
led to a sharp fall in oil productioun from 2,085m barrels f
a day in 1977 to 1.51 million barrels & day in February 1978,

|

a drop of about 25 percent. This was followed by a decrease
in the states' revenue from N6,117 billion in 1977 to NK4,809 h!
billion in 197s. 1Inspite of the fall in revenue the country's

import demand was increasing at an average annual rate of

40 percente The import bill in May 1978 was Nle billion

per month whnich cumulated into a payment deficit of Nl.B‘biliiwu

In effect there was a general decline iu economic activity

|
in the country. With industrial production jincreasing by |

only 3.% pement—in 1977 cowpared to 19 percent in 1976. By
the end of 1977 the Federal Government had iuncurred a
puvlic debt of N5,601.1 million.?>

To curb the intensity of the crisis emanating from

the decline of 0il revenue and the high import structure

of the Nigerian industries and the country as a whole,

the Obasanjo administration imposed some mild deflationary
measures in 1978. These include a cut in public expenditure,
reduction of subsidies on social services, introductiocon of
school fees, prohibition of several items frowm being imported,
imposition of tariff and duties on various imports and
increase in prices of petroleum and petroleum -

by product. The state alsc raised loans from the Euro- |

currency markets to enable her fulfill her intermational

obligationse
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The austerity measures helped to revive the Nigerian
economy and by 1979, o0il outputs began to recover and
foreigu exchange frow o0il had rose to N3e billion14. Table
3e7, shows the inflow and outflow of governwment revenue
from 1970 to 1983. Imuediately economic activity started
in earuwest the civillian governmeut took over the country's
administration,began to encourage massive importation of not
only uneavy machineryy spare Parts, coustruction equipment 4
but &alsc consumer goods. Food importation also guzzled up
a lot of foreign exchange. The govermment embarked on
expensive projects, relaxed the austerity weasures and

liberalised imports. Between 1980 and 1981, imports rose

fro. N9.,095 pillion to N13.159 billion, a 45 percent increase

in a yeare BY the end of 1981 and the beginning of 1982
Nigerias import bills averaged Nl.2billion a month. From
a relatively negligible £23.9m spent on food imports in :
1960 and £28.8m im 1970, the country's food import bill
rose to N306,8 million in 1975, N1.56 billion in 1980
and N1.86 billion in 1981.%°

Meanwhile a® the generalised depression emanating
from the West became more intense Nigeria's oil boom began
to attract the inflows of foreign capitale. This was
necessary as foreign capital had tc find solution tc the
crisis in the centre by looking for avenues in other parts
of the worlde By late 1970's foreign capital therefore
began to compete with domestic bourgeoisie to partake in
the sharing of Nigeria's resources. This continued until
the early 1980's when the interplay of the import dependent

structure of the Nigerian industries, the influx of foreign



capital and the high expenditure of the Nigerian State
produced a strangulathg effect on the Nigerian economy.
When between 1981 and 1982, the world oil market
price suddenly collapsed and with it the revenue from
crudecil, a stage was set for a crisis of the industrial
sector and the Nigerian economy as a whole. Olukoshi
explains the point further by stating that.
"eessethe 1980's deficits were by far the worst
finagncial squeeze toc have happened to
Nigeria. This crisis exposed thefragility
of the Nigerian economy and the total control
of its economic activities by the imperialist
firms and institutions, the external orientation
facilitated by imperialist domination and reliance
of import - substitution industralization on raw

materials, spare parts and machinery imparted
from abroad.. 000-16

The Nigerian State facilitated and encouraged capital
accumulation in Nigeria. It was not primarily concerned
to establish a more internally integrated production systeme.
None of the investment laws of the post independence period as
would be shown in the next section gave this a priority. The
objective of the state was to attract as much foreign
capital as possible even if such companies remadned
structurally. tied to their parent companies in basic
production inputs. A point Olukoshi Shares and thus States
Y.ethe massive growth in the level of imports
of raw materials, capital goods and consumer
goods in the 1970's represented a heavy drain
on the Nigerian State resources,but all appeared
to be well as long as the country's oil output
remained sufficzently high and the petrol

kept flowing into sustain the peculier structure
of accumulation going on in the economy« 17

Inspite of the import dependence of Nigerian industries

and the low level of local value added and absence of

intermediate and capital goods industries,
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"eeseethe huge petrodoilar earnings . of the state
in the 1%70's guaranteed the country’ a
respectab.e balance of padaents pesition
for most of the 1970's and helped to
conceal the structural deficiencies of the
ECONOMY ... . %18

By 1981, it had beccme obvious that the generalised
Capitalist recession has been refracted into the

economye The massive drain cf foreign egchange by the
import substitution, import dependent industrializastion
the huge repatriatior of foreign exchange all formeB8 the
forum by which the recession affected the Nigerian economye
The recessicun 1s bound t¢ severely affect | the Nigerian
economy as a whole because of the high level of its
dependence on the internstional cppitalist market and

the predominance of Multinational corporations in all
sectors of the economy., <Coupled with the uneven character
and structurel deficiencies of the accumulation pfocess
and the underdevelopment of the modern sectors of the
economy which would forther heighten the effect of the

. . . . 19
generalised recession on the Nigerian economye.

of

TABLE 347

Total inflow and Qutflow of foreign exchange 19270-83 in milliceo
YEAR Inflow Qutflow .~ Net

3970 644.0 592.0 51.2

1971 1,838.4 918.6 125.2

1972 15,196.4 1,234.2 ~37.8

1973 2,23b.4 1,468.3 769.1

1974 5431246 2,185.5 3,127.1

1975 5,491,3 5,517.3 26,0

1970 ©,580,.6 ©,901.2 320.6
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1977 7474249 8,28101 53842
1975 74607.3 8,990.9 -13,83.6
1979 10,458.1 8,65440 1,794.1
1980 14425542 11,80542 2,450.0
1981 11,5742 14056743 - 2993.0
1982 9550240 10,963 ~ 1461.0
1983 436440 845210 - 157.0

(=3

Source! E€BN, bEconomic and Fingncial Review, Vole 2
No 31, September 1983 P. 11

The curreht recessio. severely aftected all areas
of the Nigerian economye Most devastating is its effeét
on the import-substitution, import dependent industriali-
zation, Tne recession cumulated in the disruption of the
ilidustrisl sector and thus the begianing of the indsstrial
crisis and most especially the problem of raw materialse
The industrial crisis manifested itself in many forms
there was generel shortages of coasumer goods, high rate
of inflation, decline in level of capacity utilisation
in many industries, heavy losses, increase in operating cost,
redundant capacity in many industries because of lack of
raw materialss. In effect workers were being retrenched
in large numbers, there were cut in workers salaries and Q
Stneral decline in industrial activities in the Nigerian
economy as a wholes The Presiceni oOf the Manufecturer's

Association of Nigeria (MAN) chief J.0. Udoji lamented.




"eeese Our factories are closing down because of
the shortage of raw materials and Spare parts,
workers are being laid off, consumer goods
are in short supply, those availasble sell
at prohibitive prices, local commercial
banks on the other hand refuse order for raw
materials and spare parts, overseas
correspondent banks refuse toc confirm letters
of credit emanating from WNigeria..... our
image in the international scene has never
been so low.20
The high dependence of the Nigerian Industries on the
externsl market for virtually all production inputs
has finally exposed the problem of raw materials chara-
cteristic of the Nigerian industrial model, established
during the colonl@l era. As these consumer goods industries
begin to expand,there was bound to reach a point when
the Nigerian state would not be able to finabce the
heavy import requirements of fhdse industries and thus
result in a crisis. The foreign exchange crisis and the
recession as a whole merely aided in accentuating and bringing
forth the contraditions inherent in the whole strategy of
the import substitution, import depencuent industrialisation.21
‘By mid 1983 and early 1984, the manufacturing sector
has further recorded a decline of 5.0 percent and 12.0
percent respectively, than the 1982 when it deéCtlined by
6.8 percente. Between 1984 and 1985 industries operated
between 25 percent to 50 percent of capacity utilisation.22
According to the statistics on unemployment figures in
Nigeria about 26,000 out of a total of 96.00 people
employed in the private sector were retrenched between

1982 and 1983. Another batch of 17,451 were retrenched

by only twenty-one industrial establishment betwwen January
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1984 and March 1985, The public sector was not excluded,
about 8000 workers were retrenched petween 1982 and 1983
with an equal number of federal government workers between
January 1984 and March 198523. Despite the decline of
industrial activities some industries still retained their
worKers, a few workers were on full payment others were on

half payment. While some cowpanies nad to adopt snort time

work sytem by way of a two or three day work week. Inflation

was fuelileC as prices of various ltems rose vetween 100 percert

24

and 300 percent in kharch anc May 1983, In many incustries

ooth undit anc total production costs were on the increase
resulting in a squeeze on profit marginse. This was a
compbination of certain factors as MAR puts it.
%ees+s Shrunken Sales and low production - .. ... _
volume as capaci ty utilisation dwinaled...
rising prices of raw materials following
increases in the rate of import duty and
interest charges By foreign suppliems as a
cover for delayed payments, lincreased
financial charges as more frequent resort to;
bank accommoGation was made by manufacturers
whose capital was tied up in compulisory
advance deposits with the central Bamk
of Nigeria.2 waeas™
As the general level of deterioration in the industrial

sector and the Nige?ian eco.omy as a whole began to accé@uate
the Nigerian statezgglpelled to seek imMediate measures at
curbing the effects of the recession and also resubsticate
industrial activites, reduce the nigh level of unemplpyme nt
and poor living standard of the masses. It is against

thds background that the Nigerian state introduced series

of policies aimed at solving the raw waterials crisis and

the econowmy recessignas a whole.




303 The StatePolicies at Solving the Raw Materials Crisis
The intensification of the economic recessio.n especially

the deteriorating conditious in the Industrial Sector Compelled
the Federal Government to introduce the economic stabilisation
(Temporary) provisions Act of April 1982 Christened the
tAusterity Measures's This was part of the crisis management
measures aimed at reviving the economy as a whole. The
provisions of the act include among others fiscal policy
measures, the ban on some imported goods including Uel
batteries, frozen chicken and gaminc machines, while import
liceﬁce was introduced, twenty-nine comuodities were removed
frouw open general licence anc placed under specific licence,
These include stockfish, some building materials, cement
and floure The govérnment also increased the'rate of duties,
the introduction of new impoft duties on fortynine imported
consumer items, It also introduced new rates of excise
duty ranging from 5 to 45 percent in.some consumer goods
as cligarmpettes, towels, fabrics, cosmetics to mention a few e
There was also the suspension of licence for imported motor
vehicles and intensified war against smu@gling.26

The federal government also introduced some monetary
measures., It imposed compulsory deposits on certain Categories
of commodity imports, importers of raw materials were asked
to pay an advaﬁéed deposit of 25 percent of the value of
their proposed raw materials and spareparts. Certain commo-
dities as building materials, capital goods, certain food

items were subjected to pay advanced deposits of 50 percent

of import value, 200 percent of import value for motor vehicle
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trucks, Motor cars and other luxury goods were to pay
25 percent of import value. Following an appeal made by
MAd, the federal government reduced the rates of advanced
deposits on raw materials and spareparts from 25 percent to
10 percent in October 1982.27
By 1982 when the crisis deepened, the government further
placed an adcition of 152 items on import licence. Tariff
Charges were also increased on a whole range of commodities,
100 percent for toilet svap and detergentsy cotton vyarn,
- blanket peper and paper labels, &0 percent on fabricated
structural steel, 1In Principle the austerity measures
served to reduce the consumption of imported goods to
conserve fogeign exchange for the purchase of essential
capital goocds and encourage the use of local raw materials
by manufacturers, induce them to be inward looking, self
reliant and self sufficient. As Chukwuemeka Amumke puts
ity
M.sethe economic stabilisation measures have wlilder
implications, they are vehicle for a structural
readjustment of the Nigerian economy and designed
to do three things; stem the massive outflow of
foreign exchange and reduce the import bill through
the use of selective import controls and other tariff
measuress Mop up excess liquidity in the system,
thereby slowing down the growth of prices and in the
longer term provide adequate encouragement and
Protection to_our local industries towards self-
Sufficiencyl®®
Evidence has shown that these objectives were not,
realisede ToO ensure that the measures were adhered to-
the state introduced two new Task forces to aid in the
implemention of the measures, The point is that instead

of reviving the state of the economy, the economic stabli=-

zation measures have resulted in idle capacity of installed
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plants massive retrenchment of workers, shortages of goods and
decline of economic activity in industries and the Nigerian

economy as a wholee. The accompanying Scarcity of consumer

goods, hoarding and rising prices resulted in the decline in
2

living standard cof the working class and the masses as a whole,
The measures however helped in Iincreasipgthe country?s external
reserves from about 735 million in December 1980 to M1.800millioh
by the end of March 19832C
Most devastating was the effect of the import licernce
“and form M on the industrial sector. The import licence
procaecure took & very long time, in most cases applicants
waited for weeks and even when it was approved by the import

licence committee it took the Ministry of Commerce much

ionger to issue the licence.. Infact cases of currdption

and self enrichment have been recorded, when government
officials deliberately deléy licences inorder to get a certain
amount of interest, Import licences were issuedto unscrupulous
agents who use the import licence to import into the country
manufactured consumer goods whilst wajority of codpanies
experienced idle capacity of plants because of lack of

production inputs. Out of a total of 180 Ranufacturing

companies in May 1983, only 35 percent got licenwas and in

most cases after the importlicences were obtained, the long
delay of the Form I resulted in expiration of the licences ]
and thus the licences were forfitedes Even when some companies |
were lucky to import, they were faced with the problem of

naving to wait for their goods to be supplied because the f

. 31
Central Bank of Nigeria (CBN) did not remitt payment abroad.
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With the intensification of this problem and the

deteriorating performance of Nigerian industries Chief Je

Udoji suggested the establishment of raw materials commissions

which would be comprised of eminent scholars and proven
Professional individualse The Commission among others would
tackle the problem of raw materials in the industries btoth

in the short and long run?2

By January 1 1983, it was
clear that the package of measures of solving the raw
materials crisis and the economic crisis as a whole was
further excerbating the already recessed situation.

After the coup of 31 December 1983 and the take over
by the military government of Buhari administration the
government set out to salvage the depressed economye The
Buhari administration carried forward the austerity measures
of the civillian government and further introduced more
intense measures. The Buhari administration focused on
the public sector. The administration retrenched workers
enmass and also reduced its expenditure by a further 15
and 15,6 percent respectively, State's subsides on health
and education were withdrawn, school fee§ were reintroduced
in many states and a general freeze on all wages in the
public and private sectors were declared while various
categories of workers allowances were suspended. All
public projects were frozen and general embargo was placed
on nNew onese

Further more, the compulsory advanced deposit scheme
of the Shagari administration was abolished and a new policy

was intpoduced. Importers were compelled to wake advance




payments of custom duties on commodities intended to be
importeds A stricter import licence policy was introduced
and more commodities were placed uuader this policy?3

The government alsc raised the volume of internal
regenue tnrough the psymnéent of taxes. fees and levies.
In May 1584, a new customs and excise tariff rate was
introduceds The government's main objective was to provide
effective protection for local industries. Table 3.8
illustrates the new custons teriff. The excise duty
was increased from 5 percent to 50 percent and excisable
products were increased from 68 to 400. MaN had to appeal
to the government to review the’tar:iff structure. It
was argued that the tariff rates rather than protect loeal
industries were geared towards generating revenue for the
governmente The tarfff structure has failed as an
instrusent used to protect local industries and stimuliate
industrial develcopments. The tariff system was discriminatory
against local manufacturers which is contrary to the well

known tenents of infant incustries protection?4
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TABLE 3.8 Extract of the New Customs Tariff,

Eariff Noe Description 0ld Rate New Ratee
Tomato purée 20.02A 100% 60%
Bournvita 19,02 ‘ 75% 60%
Cocoa Powder 18405 100% 40%
Sugar 17.01 00% 30%
Maize Starch 11,08 100% © o 40%
Dextrose hydrate
Mono 17402 10% 60%
Pry cell Batries as Finished 75% 60%
be Couwponents 10% 40%
Kraft paper 48.01 10% 40%

(Used in Cement
bag manufacture

Cement Bags 48, 16A. 50% 20%

Sources Manufacturers Association of Nigeria:
‘Pre Budget Memoraduwm to the Federal Government’
1985 p. 17

In effect, the tariff system facilitated a situation
where manufacturers were exposed to impprted finished products
and this frustrated the urge to produce locally as these
goods could be obtained at cheaper rates from the international
market., The high excise duty also increased the cost of -
production and resulted in the squeeze on brofits. It was
against this background that MAN apealed to the government
to establish a rationalised and unified system of tariff
rates and trade policies that would provide adeguate protection

to local industries and encourage the development and use
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of local raw materials and also appealed to the government
to avoid frequent resort to menipulate tariff rates for |
revenue purp05es.35

In addition, the government focused on reducing the
industrial dependence on imports. It abolished the Approved
user scheme and the General coneessionary Rates of Duty
Scheme while compelling industrialists to de;elop and
utilise local raw materialse TO induce manufacturers to
source locallg, the government promised special incentivese
It concluded formal agreements with various industrial
groups on a time table aimed to phase out imported raw
materials that could be obtained locally or with local
alternativess To boost the agrarian sectorythe government
decided to encourage foreign capital to invest and develop

large scale planéation farminge The Enterpkises Promotion

Decree of 1977 was ammended to permit foreign companies to
own up to 80 percent of the equity in any agricultural
venture and agricultured production inputs were to be
imported into the country duty faee.36

Apart frointhe focus on local sourcing of raw materials, '
bringing to light the main crux of the lopsided import -
substitution industrialization strategy geared towards
imports rather than utilise the abundant resources of the
country, the measures as in the 1983/84 austerity measures
once more further worsened the effect 6f the recession on
the industrial sector and the Nigerian economy as a wholee |
The rate of unemployed increased unabated whilst cost of '
living drastically @xcarbated and manufacturers started

importing cousumer finished goods from their parent companies



- 116 =

in the West,
Further more, the Buhari administration was advised
to accept the IMF loan and had infact fulfilled some
preliminary conditions and agreements of acceptance. It
further reduced public expenditure drastically, reduced
grants subventions and lozns to parastals, suspended
federal loans to the state governments imposed & freeze
and cut living standarcds ¢f the people. The governmerit
had &l1s0 agreed on the principle ¢f privatisation of some
public enterprises and the commercialisation of parastalses
The governnwent however, wes unwilling to deWalue the Naira,
liberalise trade and remove the Petroleum subsid¢ and thus
the IMF loan was not gilvern to ihigeria. It was in the
light of tnis that the goverﬁment concluded counter trade
agreements with France, Austria, Italy and Brazil exchanged
the Nigerian crudeoil for some raw matepials, spareparts
consumer goods and CKD compouents from those countrie537
In August 27, 1985 a coup was planned against Major
General Buhari and Idiagbon led by the administration's
Chief of Army Staff, Major General Babangida. The new
government was compelled to push through a series of harsh
measures designed to curb the indgtrial crisis and the
Nigerian recession as a wholec The structural adjustment
Programme waB introduced, and the major emphasis was to
curb the excessive reliance of industries on imported
production inputs, induce manufacturers to use local raw
materials and increased local content, export promotion,.
industrial employment generation, capital forination, private

initiative,techneological innovations and investuent. in
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intermediate or linkage industries;38

A raw materials council was established tc conclude a
detailed time-table with wanufacturers for the Local Sourcing
of industrial raw materials,Export Promotion was emphasised
with the aim of promoting non-cil agricultural and manufacture
exportse A policy of Export Sramétiéﬂ strategy was
stress-d with the establishmen£ of various locations in the
country to encourage industrialists to produce for export,

The governdent introduced various incentives including

import duty rebate on raw materials and components used in
manufacturing of export products, Preferential import

licences for exports and the introduction of crédit facilities
to assist exports. In addition, exporters were to retain

25 percent of the foreign exehanye earnings for the exporte
All these were aimed at encouraging the export of agricultural
and manufactured cowmodities to other countries and thus

aid industrial diversificatioun of the economy.39 |

Responding to the emphasis off procurement of local
raw materials, many companies began to integrate backwards
into agricultural production and established iérge scale

farming projects. Many subsidiaries of Multinational

corporations began to integrate beackwards into agriculture.

John Holt, a subsidiary of Lonrho recently bought a private
farm owned by Ogbemudia and invested about M10millicn for o©il
production. The Nigerian Breweries Ltd., also declared ’

that in ten years it would have achieved 100 percent locsl ‘
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value added and that by 1985 it would have been able to

replace. 25 percent of the imported barléy by using local

substitute as Maize, Sorghum, Millet. Other companies

such as North Brewery Ltd, the associate of Handelschiff

S«A in 1982 started experimenting on local agricultural

raw materials, With the recent emphasis on local sourcing

the coffpany has reigforced.efforts at developing local

substitute by using rice, Maize, Sorghum and Millet for

Beer Brewinge Nabegu Tannery started experimenting with

tanniferous trees, by woods, rock deposits, clay, cgroundnut

0il, palm cil and rubter seed c©il with the aim of eventually

replacing chemgcals imported for the processing qf hides

and skins and finished deather. Other industries include

Tate, Lyle, Glaxo, Cadbury, UAC which invested heavily on

substituting for imported raw materials particularly for

agricultural raw materisls by developing locél r aw materiais

and integrating backwards into agriculture-4o |
Furthermore a raw meterial research and development

Councii was to draw up schedule for phasing out importse

In October 1985, the Ministry of Industries announced .

that an agreement had been.éeached with industry on such

a time tableycompanies were placed in two categories. They

were given either five or ten years te comply depencing on

the type of raw materials used. Ayro based industries were

, : - 4
given five years to phase out imported production inputse 1

A critical look at the pelicy of Local raw materials
reveals that for the first time the Nigerian state has

come to accept the deficiency of the import-substitution
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industrialization as the main cause of the ﬁﬁderdevelopment
of the industrial sector and the problem of raw materials
faced by the industrial sector., However, the state has
éailed to trace the raw materials crisis to the dominance

of subsidiardes of Mmultinational corpeorations in the economy.
This expleins why the emphasis on agricultural development
by foreign capitél is seen by many analyste as another

way of reinforcing colonial subordination of peasant farmers.

t+

As Beckman states.

L3

"eeeths present moye of industries o agriculture
opens up agriculture to foreign capital. Foreign
‘agric business were encouraged to invest in Nigeria..
foreign capital was been encouraged to extend its
frontiers of accumulatic.n into agriculture and thereby
open up .2 new era of imperialist domination and
expldéitation of Nigerian resources. T he purpose

to integrate backward into agriculture is part of

the 3ogic of capital accumulation at the present
stage «.e.s dnvestment has been made in industrial
ceapacity wihich cannot pe utiiised fully, capital

is wasting, the owners and managers of caplital are
seeking solutions for cutting the waste,.,"42

It is imperative therefore for the Nigerian State to

find avenues for capital to reinvest the accumulated
capital which cannot be profitably invested abroad.

The inflow of foreign capital will further lead to the
disarticulation of Nigerias effort to source locally for
basic raw materials inputss. This 1is because the insrusion
of capital in agriculture will demand that agricul tural
inputs that are not availaovle in Nigeria will however be
imported and hence the country will once more b@ dependent
on agricultural inputs as seeds, fertilisers, machines,
planting equipment which would becowe a continuous exercise

and thus incure a lot of foreign eEchange, From the above
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therefore,ws becowe sceptical as to whether the whole
policy of lLocal Sourcing of raw materials would actually
be realisede The success of such policy would depend ..
largely on Capitalyand in as much as the imbalances or
crisis of the Nigerian ecouony does not wmitigete against
prefit realisation. Athough it has to continuously
waintain its share of the market, but where it still
maintains a foothold in the Wigerian warket, it may not
be coizellec to actuslly embark on measures &t utilisiaog
local raw wmaterialse. The question that arise is how could
local sourcing be achieved when subsidiareis of Multinationals,
Many indigenous firms with international links and an integral
part of the international division of labour contianue to
entrench and dominate the indusirial sector?7 We would
endeavour to Jook at this and many other areas of the
pelicy towards Local Sourciung of raw materials in the next
Chapter, when we shall focus on the United Africa Company
Nigeriaz Ltde, its structure of production and discuss
whether given the circumstances of foreign capital domination
of the economy, the process of utilising Local raw materials
would ke successful, " |

Another area of interest affecting the industrial
sector is the intreduction of the second tier foreign
exchange market (SFEM}e. This was introduced after the
rejection of the IMF loan one of its salient objectives
is the devaluation of the naira, aimed at establishing
a realistic market value for the naira. The strategy
of SFEM was to allow the market to opergte under general

market conditions with buyers and sellers free to purchase
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|
and sell from and to authorised dealers. The payment of i
market determined exchange rates in the market for imported {
inputs would induce a reorientation and give meaning to ‘
Nigeria's import substitution strategy wnich emphasised not
only the local production of goods but the local sourcing
of raw materials. The increase in cost of preductioh

will in the long run induce producers to itook inuards.43

In retrospeci, evigence has shown that the SFEM has
contributed to heighten the already recessed economye |
By exposing the indigenous small and medium scale industries i
to the forces of supply and demand.more naira will be
required to import esdential raw materials spareparts,
additional cost will invariaﬁly have to be pushed to
consumers and thus increase prices. As long as the naira
continues to depreciate, the local small scale manufacturers
will begin to record enormous loss and high asét of productione

In effect local industries were discriminated against and '
their foreign couhterparts encouraged to resort to import |

consumer goods and inputs required for the assembly industries+
The high cost of commodites has compelled consumers to l
boycott Mmost of these commodities. Reacting to this

new trend, MAN states,

"..esthere has developed :strong consumer resistance.
This is reflected in the mountain of unplanned '
excess stock of finished goods value at over N70 million
representing about 15 percent of a total produf€tion
valued at N469.4 million by only a sample of thirty-one
companies. ILu the circumstances there is clearly mo
incentive for manufacturers to increase their production
This trend will akeo serve to discourage new investments
both local and foreign in view of the decline in the |
domesticmarket...”44 |
|



The point is fhat the home market is further squeezed,
those who constitute the mzrket have been reduced to
penury, their incowe and wages cannot buy as before,
Already incustrislists have revived production activities
but cannct find a market and are not making significant
reductions in the prices of their comndities., The unemployment
rate is alarming. Infact the success of the states strategy
of employing direct labour for the specisl puklic works
programne is nowever doubted. This 1s because tnhe policy
only madeprovisions for 20,000 people out of over three
million unémploped and semi-empioyed in the economy.45

In short, the tariff trade and excnange rate policies
pursued during our period of study has led tc various chain
reactio.s which have resulted in major distortions in the
industrial sector and the NWNigerian ecohomy as a whole.
Various predictions are not coming to reality. Manufacturers
are now facing stockpil.ing as a result of high cost of .

productionyconsumers cannot afford to Luy because of f£&all

in wages and incokes, as many workers have been massively

retrenched. JIndustrialists have started to reduce production
to curb the high operatiigcost and have introduced additional
rationalisation policies aimed at reducing overhead cost

angd maintain profit margins. The recent trend "of many
industrialists is tocasordb part of the high cost of productiony
In effect, domestic prices of commodities were further

reducédthcreby affecting their profit margins.
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‘In the area of the policy:bf Local Sourcing of raw
materisls, many firms have been cowpelled to halt basic
operationse The result of this is the high cost of
imported producﬁion inputs imposed by the derregulation
of the unairae In an interview conducted with MAN, it was
re¥eales tnhat many SUDsidiaries of Multinationlas have
resorted to import finished goods.- bxamples of many
companies that have actually resorted to these practice
incliuge kingsway s _tores & division of WAC, Leventis
Nigeria Ltd, U.T.C and many retail estabiishment whose
stalls are piled with imported cofsumer guocs.és

We would therefore devote the next chapter to the
activities of UAC and estabiish to what extent the state
policies have affected it, héw it is coping and making

efforts to maintain its profit .margins.
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CHAPTER FQUR

UNITED AFRICA COMPANY NIGERIA LTD AND RAW MATERIALS

Introduction:

This Chapter attempts to trace the historical evelution
of the United Lfrica Company Nigeria Ltde. (UACN) in the
Nigerian economy. This forms the framework for understanding
its role both in the way that its actions contribute to the
Nigerian recession and particularly the raw materials crisis
and how It’ is responaing te it. Wwe would also examine various
government policies at sclving the raw materials crisis and
how these relate to UACN'S economic activities between the

period 1¢g1 and 1586,

4,1 The History of United Africa Company Nigeria Ltde

Although the evolution 6f UACN in West Africa and
indeed in Nigeria dates in its present form from 1929,
its oldest tributory companies R and W King, F and A Swanzy
began to trade along the coast of what is now Nigeria as
early as 16251. These merchant trading firms, out of which
the present UACN was to evolve, began to multiply and enlarge
their scale of trading in west Africa. However, about 1879
a series of amalgamations had prepared the way for this Unione
The general characteristics of these Merchant trading firms
were that they were British Companies and operated as general
Merchants buying and selling different kinds cf‘mérﬁhéngSeoThaL
were not tied either to a particular source ¢of supply or :
cater for a particular line of demand.2

By 1861, these British trading firms had decided to

seek business on the mainriver sending small steamers and
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lauhches to trade with the people who lived on the banks
of the Niger above the delta. Amongst these companies was
The West Africa Company LEdi established on the wnun braoch
of the Delta in 1864 and named wWest African Company Ltde
in 1877. Others are Holland Jacques and company which
began tracing on the Niger in 18692 and Alexander Miller
Brothers and company.3 These British Merchnant firms bought
produce in local markets and sold them in the world market
&and also bought merchandise in World inarket ang sold same
in local marketse. In this way, they led the way in opening
up and developing the exchange sector of what hitherto nhad
been an almest wholly subsistence eccnomyf

Commerce in West Africa, and particularly on the Niger
featured a series of hostilities and conflicts amongst
Burcopean Merchant trading companies, coupled with the
uncompromising and Postile attitude of the African rulerse
Amidst strong rivalry and coupetition, Holland Jacgues in
1876 had to merge to form the €entral African Trading
Company Ltd.5 As competition became more intense, other
curopean firms struggled €0 gain monopolye. The presence
of French interest within an area which the British mherchant
Companies had safe guard and also the, advice from the
Britisn foreign office further urged the British Merchant
Companies to amalgamates 1In 1879, United Africa Company Ltd

(UAC) was formed with a nominated capital of £250,000§

However, the amalgamation of British merchant companies
did not completely eradicate French interests in the Niger

area, but only eliminated smaller French firms,Compagnie
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Francaise de I'Afrique Equotoriale (CFAQ) continued as

a serious commercial opponent. It was the insecurity and

rivalry posed by the presence of French interests in the

Niger that made UAC to file for a charter from the British

governmente |
Meanwhile, as more European trading companies emerged

and began to maintain a foothold in the Niger Delta, UAC

share nolders agreed to reorganise and increase the

companys financial status. In 1882 thereforeythe National

African company (NAC) was formed§ Its Board of Directors

was formed to include representatives of financial instifu-

tions and prominent politicians actively involved with the

British government. The inclusion of this two groups on

the board of NAC Dirctors was important to secure the

support of financial ihstitutions essential for the company's
source of finance and the prominent politicians provided |

had come to exert its authority on most West African countries

an instrument of lobby of the British government, which

including the present day Nigeria.9 This was precipitated
as mentioned earlier, by the transition of capitalism into
its monopoly stage based on finance capitale.

In Nigeria as in most West African countries, British
imperial power paswed the way for the intrusion of the Niger
area by imperialist firms to monopolise the Nigerian market
for the sale of industrial manufacture§. and also emsure
a steady supply of raw materials for advanced capitalist |
industries, Imperialist firms were now involved and
engaged more than just the process of buying and selling of

commodities but also introduced and encouraged the production
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of raw materials which ere sold in the world markut.iz

A raw materials economy thus developed and Nigeria was
incorporated into the world Market as supplier of agricultural
and mineral raw materials for the advanced capitalist
industries.

Until 1500, the British had come tc regard the NsA.C
as its represebtative on the Niger and officially issued
a royal charter on the 10th July 1886. NoAQ .was
authorise¢ and enpowered to nold and retain the full
benefits of the several concessions made by the Afriﬁan )
rulers to exercise as Pedlar Puts it,.. "all rignts, ..
interests, authorities and powers for the purposes of
government and the preservation of public order“13 To
enforce that, Ne.A.C. remainéd and upheld British interestsy
the British government further stipulated that the company
should remain British in character that its directors and
principal representatives on the Niger should be British
and that the flag be hoisted on the company's building
and vessel should indicate British character of the
companyi.4 Armed with this power, NAC began to entrench
and maintain its preponderance in the colonial economy
and thus its name was chamged to The Royal Niger Company,
Chartered and Ltdy (&NC) "

On the 28th of Decemper 1899, the British governuent
was compelled to intervene following an intense competitéon
and aggression from other Epurepean merchants in the Niger

Delta and which resulted in the withdrawal of the charter

of the ReNeCe Ltde The revocation of the R.8.C <Charter, .

therefore confirmed her mainly to trade. However,the
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British government recognised +that the company was
entitled to a compensation of its administratige work .
and her treaty rights, thus agreed to pay the sum of
$45,000 as comp@fation and £115,000 for building and
stores taken over. It also assumed responsibility
for the company’s public debt of over £250,000. The
total sum provided on the bill for the Niger. company

Act of 1899 was £865,0002°

In additionythe Eritish

government allowed the comMpany to retain ownhership of

all mineral deposits in the Niger area and was to pay

the company for a period of ninety-nine years one half

of these royalties. The total received by the company ‘

and its successors during the forty three years from 4306 &o |

12492 . was about 52325,00(}?‘7 The government had to pay

the sum of £1000.000 to the compamy in 1949 before she

gained Pack the rights to this share of royalties which |

under the agreements had yet some fifty years to ru. 18
From above, it can be argued that the British

government assisted the N.C and its suscessors to

consolidate theif predominance over the colonial

econmuy andnepatriagé_sugpluscapital abroad. Even after i

the revocation of the NoC Charter and the emergence of |

a colonial state in Nigeria, the company instead of

winding up its trading activities, sought ways to eliminate

its rivalse The opportunity came at the end of 1920

when the Liverpool soap Magnateq4 Level Brothers agreed

to buy her shares and thus became a subsidiary.19 In

March 1929, the N.C together with Lever Brothers merged
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with Africe anc zastern Trade corporation to form United africa
Company. On 2nd Septencer of the same year United Africe
compeny (Vehel) joinec with twin Dutch firms Magarine Union
Ltée and Margarine “Yniz NeV to form Unilever, registered in
both Heolland &nd Znglande UeheCe thus became a wholly
ownad subsidiary oI Unilever. It became Unilever supplier
of rawmaterizls, determined the prices of expoert and import

=3 cther British colonies in west Africa.

[

=)

[

trade in Niger
VeheCoe itself cOmprises ¢f three branches, &ever Ercothers
LEde & plantation group handling Rubber, Banans ané oil
Felm export the Van den berghs and Jurgen Ltde, responsibkle

1 Describing the activities of

for margarine productions
the Unilever organisation, Nzimir¢o states!

sea™the Unilever group constitute an economic

concentration characterised by a complete

circuit of production running from agricultural

exploitaticn of wWest African countries to

industrializaticon (in advanced capitalist countries)
and marketing of manufactured commodities (handled
by its third world subsidiaries)@?

The nineteen thirties (1930's) featured a series of
amalgamations of imperialist firms in thes Nigerian colonial
economys In 1931 Kigerian Motors Ltd., a subsidiary of
the U.AeCe Ltdey Which was a branch of Unilever Lo,
England was incorporated in Nigeria. In 1933 UcAoCe bought
GeBe Ollivant and in 1936 it bought the shares of a &wiss
trading company operating in the Gold Goaste In 1843
Nigerian Motors Ltds., Merged with U.A.C, and thus became,

UsAeCe Nigeria Ltds and in 1955 its name Was
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changed to UesheC of Nigeria Ltde 1In 1973, as a result

of the Nigerian Enterprises promotion decrees of 1972
mentioned in chapter three a reorganisation in U.A.C

of Nigeria Ltd ensued which resulted in further acquisition
of other fully owned subsidiaries of Unilever in Nigeria.
Its name was shortened to United Afriga company of Nigeria
Ltd, comprising of twenty two operating divisions involved
in various business activities as manufacturing operations,
technical, distribution and services.23 It hold sixty
percent (602) of equity capital comprising of 131,557,000
and N178,200,000 as total amount of holdings whilst CWe.A
Holdings Ltd.’a Unilever company now has 40% of equity

capital and owes 118,800,000 of the total shares of the

company.24

Inspite of the 60%, equity capital controlled by
Nigerian shareholders and their strategic pesition in
the decision making of the company, the structure of
production in the company has remained virtually the samee

The company still depends on its parent companies abpoad

for vital decisions and production inputs. The companys
Chairman and managing director and directdérs in Nigeria,
are handicapped in terms of their dependence on England
and Holland for technology, raw materials, sparepacts,
and in most cases recruitwent of manpower required for
production activities in Nigeria. ZInfact U.A.C.N Ltde
is backed by the financial, technological and managerial
25

resources of a major international company, Unilever -

These issues shall become evident in our subsequent

discussion, e
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4e2 Us As_Ce N's Activities in Nigeria.

UseheCoNe and its predecessor came toc the Niger delta
ane what became Nigeria as mercantile firms. The general
Characteristic of these trading firms as already wmentioned
abcve was commercial, operating as general mechants buying
and sclling comuoditiese UsA.CuN's predecesseor, The Royal
Niger company earned itself a charter from 1886 - 1893,
and thus paved the way for the incorporgtion of the Nigerian
colonizl economy iuto the capitalist world Market. By
acting as the supplier of raw materials for the éﬁvanced
capitalist industries and the aistricutor of manufactured
goods in the Nigerian market, the compamy exposed the
Nigerian economy to the world market,

Having gained the suppoft of the colonial state,
the RNC, sought the assistance of indigenous middlemen
for the import-export tradejand in the process & class
of middlemen and traders developed. This included a
section of the aristocracy which included the local chief
and kings. The traditional rui ing class welcomed the
company as long as it was willing to conduct its business
through them or their approved agents. This indigenous
class of merchants and ruling elites acted as middlemen
in the produce kxying trade. The cowpany bought agricultural
commodities frowm these middliemen and scld its imported
merchandise to the consumers through the indigenous
middlemeno26 In most cases RNC el%@gted the indigenous
middle men and obtained produce directly frow the peasant
producers, This was aimed at ensuring that the midddemen -

did not increase prices, thus enabling the company to -
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dictate prices of commodities and collect directly

from peasant producers. However, in the case of palmoil .

palm Kernel and cocoa trade the cowmpany had to use middlemen

who had already consolidated themselves. What the cowpany

did was to ask these widdlemen to deposit substantial sums

of money as security before they became agentso27
The fourteen years Of ReNeCe's re ign as a British

representative in Nigerjia witnessed an accelerated rate

of exportation of basic raw materizls that could have

been utilised for Nigerias industrial development and

selfesuffieiency. Instead production of these raw materials

were geared towards satisfyinu the need of the external

marxet?s

After the revocation of its charter in 1899,

the Niger company extended its tradi.g activities to

other parts of the coufitry. It encouraged the continuation
of the barter system of trade in wany parts of colonial
Nigeria up to about §912,tc enable it maintain its advantages
of mencealing the value of manufactured goods to peasant
producers so as to under pay for their produce. It also
allowdd the co.pany todispose of its imported goods.29
Inspite of the iapusition of colonial currency, the
company still waintained the barter trade as this provided
an avenue for extracting higher profit from peasant

farmerssg
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It established and invested in many areas of the
country particularly along the riverine centres of
trade and later at the export crop producing centres.
By 1900, the company had over one hundred and forth
trading stations, 6 along the Niger Benue, of these, forty-
two were located above Lokoja out of which fourteen yielded
on the 23 June 1903, the sum of £32,043 as profit?1
It controls about 55% of total groundnut purchases in
Kanc'az, dominated export trade in hides and skins,
sheabutter, sheanuts, palmocil palkkernels, mineral produce
and particularyy tin from the Jos pLateau.33 Belween
1900 and 1918, that company paid regular dividentls of
10% on its ordinary shares except in 1914 when dividends
were not issaed.34 Table 341 below shows the returns
from the operating stations of the NeCe in 1903, Only Bide
station made a losse The loss incured was not due to poor
trade ventureshbut because the company's warehouse was

engulfed in a fire disaster and the profit made was

used for renovation.
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TABLE 441
RETURNS FROM FOQURTEEN OFERATING STATIONS OF NeCoe IN &M
Location of | Gross GeP on | Total |Expenses] Europeanjlolo Total
stations pfofit| cash Profit ﬂ salariesjured Expen:
purchad sales wades s
Benue vyola| 3279 318 3592 1167 460 243 1880
® Lau | 1275 177 1452 667 127 60 852
" Donga | 2137 4 2141 187 - 150 - 337
" Abinshi | 1618 93 1711 121 - 72 | 193
" Ipi 844 865 1709 1937 360 555 . 915
Niger Jebba | 1582 [2141 3723 1101 - 80 240 1421
" Rabba | 917 3 920 184 - 108 292
" Lar 954 114 1086 235 - 135 370
" Wushishi 58 {3554 3612 773 - 258 1031
- Bida - 126 126 54 10 71 71
Egga 2804 | 549 3353 2277 380 645 | 1025
Lokoja £120 8233 1435 533¢C 850 758 1 | 1618
Idah 4742 115 4857 763 3%0 264 | 654
Iliah 2320 6 2326 815 180 87 267
Source: Mohammed A.Mi: ' European Trading Companies ané the

underdevelopment of Northern Nigerila 1855 - 1839

the case of Royal Niger company/united Africa companf
Phed thesis A.B.U. Zaria 1985 P.

House &

By

of £128.000 from the export of raw materials to Europe35

MSS Afris, 94

It was able to make such fantastic profit s®ys Bashir,

<.

sess by offering low prices for the produce, it
brought and sold at higher priczs in %he wWorld "

marketess, the company bought 1Ib of gOat skin
for one shilling in Kano and® %old thes same

197 as in Rhodes

1913, the Niger company recorded an annual profit

1
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<" quantity of commogitg for seven shillings in
Unite¢ Kingdom"e 3

-y . - - . - - _

Between \Qigong 1919 the average profit per annum stcod at
£261.,000, From the tin mincses NeCe made a profit of
£80,000 in 1924, A revaluztion bas<s on £277 price per ton

d in vorld market, ceve an estimated profit of £200,000

=

o

L1}

anag from pzlmoil and palﬁ kernels trade it made over £60,000

profit annually.3? Apart frcou ths fect that the company

bensfited from the eXport of raw matuerizles, it aisc recorcsd

high profit in 1tc impert of coonsuner goods which }t hed

sbsoluts monopolye Giving examples of such a predominance

over the Nigerlan wzconomy, C.ukoshi citex thne example of

the company's monopoly over the import trade in Kano, thus,
esc"betiveen March and December 1942 when the .groundnut
boom started the company importea 945 tons of cctton
textiles and 205 tons of s@dt for the Kano markete.e <

This was made possible throuch the support of the colonial

state wnich enacted numercus législations in favcour of

foreign firms, particularly British capitsl operating in

Nigeria. Ths State banned the se&le of Local Cotton in opan

merket to racilitzte the unhindered sale of British textile539
The formation ¢f United Africza company in g4%2% was

to further pave toe way for the entrenchment of the Nigerian

colonial sconomy into the cownodity trade and consclidate

its structure of depencence on the internetional market

wnich was to cdetermine the pattern and rate cf development

cf the Nigerian ccoromy for s=veral decades. The yegar of

5 inceptlion coincided with the recession of 1929

1 VR ]
- T e W
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through the 1930's, which engulfed the world market. A
pecuii_ar feature was the collapse of world trade in general,
Ccaused by over production in agriculture and the financial
squeeze resulting frow the fever of speculation of the
American dellar when European banks refused to give credit
facilities to industries to aid industrial production.
A resultant effect was a drastic fall in production wnich
heighteiied the rate of unemployment,

Although this was an EuroPeah rhenomewuon, the hNigerian
economy as & wholie was adversely affected, The economy is
&n integral pairt of the world capitalist economy and as such
ks dependent on the international market for the sale of
its raw materials and alsc purchase manufactured yoods from
advanced capitalist industries. The recession also aftected
the economic activities of imperialist fgading firms and
their local aliies, beeause they relied on the international
market ftor their econowic activities,U.A.C was also affected
by the slump as it was largely dependent on tne international
market for its commerdial activities., The Nigerian peasant
farmers were also affected « As prices of agricultural
raw materials began to fall as a result of excessive supply
of produce, peasaut farmers were compelled to reduce prcduction
inorder teo maintain eftective demand and increase pricese.
How=ver, the reduction in raw materials production threatened
UeAsCts profit and thus forced the cowpany boinEfDdUGﬁlneasures

to induce produ::tion.40

Like its predecesscrs in the mid-nineteen century,

U.A.C aflopted & two way spproach im 1ts attempt to malntaln

an umhindered supply and export of commodities from_ﬁigeria.




- 140 =

The first step was to summon tne assistance of the colonial
state to umpuse tepation on all peasant farmers to cowpel
them o increase production. This huwever w§s not complemente
by a correspohding increase in prices, which meant that peasant
were producing wmore, paying taxes gnd getting less in return.m
Inspite of the slump in world trade, UdA.C made a net proiit
of £531,132 in 1929, &£516,488 in 1930, £305.508 in 1931 and
£605,339 in 193252

Uptill 1939 UAC exploited and consclidatéd Nigerisds
reole in the international capitalist division of labour
as a rawmaterials producer and market for industrial
commodities without considering investment in any local’
industrie? and manufacturing venture in Nigeria,as this
would have negated UAC's role in the intrafirm division
of labour im the Unilever consortium. The company had to
fulfill its role a&s an export satelite for its parent Companiep
‘in Zuropee : . ° However to facilitate easier exportation
of produce the company went into limited level of processing
of agricultural raw materials. This was easier for the
company because it had inherited two processing industries
which had grown out of the produce trade, a large sawmill
at sapele established by Miller @rothers in 1917 In 1924

four other palmoil bulking plants were set up?3 Qther

investments were in cotton ginneries, groundnut decorticating
machines to encourage Peasants: to market shelled grounduutse

The pioneers palmmilis were built exclusively to refine.

raw materials for eXpOrt§4 QClukoshi takes a similar view

when he states «..
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M..ecarly efforts made by colonial companies to sponsor
a number of researches on local rawmaterials were mainly
geared towards the export strategiés of the companies
and the specific quality of basic rawmatetials wnich
the Buropeasn manufacturing groups needed for their
operations. These experiments were conducted to ensure
that Nigeria was better able to place its role as a
source of raw meterials for curopean industry and 5
not to promote manufacturlng investments in the colony™
Although U«AeC and many trading firms in Nigeria had
recognised the need for some level of investument in manufaég -
turing incustréis, it was not until the emergence of indigenous
commercizl elements which had come to threaten its monopoly
in the produce trade, that the company soughi to invest
r ;
in productive ventures by some form of manufacﬁgng in Higeriae
By the mid nkneteen fift ies (1950), the Nigeria™ ‘nationalists
suppert for foreign private investment as the source of '
developmebt of the Nigerian economy, further encouraged
many foreign firms to extricate themselves from direct
involvement in the export and import trade and thus began
to plough some of their accumulated capital into productive

ventures by estéblishing some form of manufagturing industries

in Nigeria.46

443 UsAesCe 'S Industrial Activitiss? A Trader in Manufacturio

Between 1956 and 1964, U.A.C had virtually withdrawn 1
from the produce trade, had sold its rurgl stores to former i
employees and encouraged its middlemen to set up as independeJt
licensed buyers. UAL now decided to move out of the produce |

buying and out of semi wholesaling and retailimg, and now
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employs 1ts capital on 1ndustry.‘7 it diversified its
industrial plans in four mayor sectors, distribution,
industry, transportation and agriculture., As time went
on the investment in distribution and industrial sector:s :
increased while those in transportation and plantation began
to decrease, UAC savw the need to switch to the market
oriented industricse This is not suprising, especially
when one considers tie primary motive of UAC's economic
activities and particularly why it Cunies TO Nigerias, in
the first piace, Infact when the emphasis"changed to
manufacturing, UAC conducted & study into the needs of
the Nigerlian market and decided to start producthbon of mass
consumer goods, 85 textlles.cosmetics, tolletries, perfumes
that already had & market.‘a

UAC's first major industrial investment other than
processing was the Nigerisn Breweries Ltd, in 1949.‘9
This was a joint venture with the technical partner
Helneken and other foreign firms. Like other investment
the motive behind UsAsCeN initiative was market protection
Kilby agrees with this point and further states

«ess"the company's beer trade had 2lready been displaced

in Ghana in 1932 and the Congo in 1935 as & result of

the establishment of local brewerels by Swiss
enterprengurs., It was apparent that Nigeris has

the market and unless UesAsCaNa took the 1n1tiatixe
s valusble merchant interest might be jeopardized”>0

From the 1960%g, the industrisl investment of U.A.CuN
had covered B wide range of field, from mechanical processing

of agricultursl products. its incustrial interests now




I?-’ - 14 3 -

extended to breweriesjmetal goods, textiles, Packaging
materials, Joinery cycle assembly, contracting, plant
hire,radic and televisdon and soft furuishings, toiletries
plastics,cold storage, ice cream production and cemente
It alsc runs a vehicle assembly plant and a meat prodﬁcts
factory as wholly owned sunsidiar16553 Moving into the
production of ice cream, packaging materials, plastics
toc mention & few, was easier for the company opecause
tne. were the manufacturing activities in which unilever is
engaged and is consequently atle to produce the technical
knowhow.sz A characteristic feature of U.A.CeiN's indusirial
investment is that the manufacturing industries are labour
intensive and the biggest employer of labour in the Nigerian
economy. Mith these labour intensive manufacturing
inaustries, U+sA.CuN recorded high gposs outputs and
total profits.s3

Inspite of the empnasis on industrial development in
Nigeria, UsheCuN found it difficult to shed its flare for
sales of werchandise gouds- imported fro.. abroad. It was
in view of this peculiar characteristic fpom which it
derives profits, that it switched into modern consumer

retailifg and thussKingsway stores was established. It

s west Africats first departmental store, makigg extensive

-y

use of window displays, With annual turnover of &£3000
between 19470md 19563 an annex was opened in Ibadan and
porthearcourt in 1962 and 1963 respectively?4 Table 4.2
below illustrates the U.A.C.N's industrial investwents in

the NEgerian economy frow 19481@ 65.
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Table 4,2 INDUSTRIAL INVESTMENTS OF UNITED AFRICA COMFANY OF NiIG.
IQLE - 65
a,Fixed«A.C
Cermpany Product :z:;tgf cap, in Equity
® &000 %
African Tirber and Timber/Fl vwood I8 3,000 100
Flywecod
Nigeria Breweries 3  Bear/Mirera's 104 3, 500 23
Tavlrr Wood-Raw Buiding Contrackors: 1953 5001 50
Nizerian Joinery Woodwork /Purniiure 1G53 1,000 50
Pregiress gggg%éygssn: and o 40 20
Kincl Plastic mroduci: 1057 I10% 35
Raleisn Industries Cycle Assembdy 195 75 50
Venicle Asserbly Flant Bedford lorries 1958 200 00
Minna Tarms Pigs 1959 35 80
Northern construction Bullding corntra- -
cters I960 I00 30
¥.A, Thread Sewing Thread I9€1 450 20
W.A, Portland Cerent Cement T9€1 L, 500 10
W.A. Cold storage Meat products 1961 250 100
_Walls Icecream I961 20 I00
Vono Products Beds, mattrasses 1961 80 38
Cerent Paints Cement paints 1962 35 16
Guiness Stout 1962 2,000 33
Pan ¥ilk Reconstituted Milk 1963 I00 45
Tge Nig., Sugar . 3%
ompany u and by
P Psticts 1963 3,800 ?
Norspirn Cotton vear 1963 1,100 £3
Pye Ralib-Assembly 1963 Lo 50
Vita foam Toam rbber pro-
duce I063 100 50
" d me nd Per-
o s~ o Tor= Selh 20D 100
Bordopak Pibra board and
Caricns 1964 800 100
Kwara Tobacco Cigzrectte s 1064 500 80
Associzted Battery
Manufacturing Vehicle batteries 1965 €56 22
Crocodile Matchets Match@is T065 120 51
Textile Printers Printed textiles 1955 Bl 50 68
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ae @quity €apital reserves and long term deblbas 1265

Be Authers escimats

th

Ce Number of -iant

Sourced K1l Liys Incusvrislizetlon in an open economy ... Op cit

UAC, =xcept for fixed capital which
] I e

Fe €9, as suppliec i
wet compllec Troh wni UAC house Margazine, Link Press
relezses anc the re_lstrar of compenics.y; Ministry of

commarce &nd industro,

An examinaticn of U&AECcNt}S Induszrial investment
in Nigeria beotween 1526 and 1564, reveals that the company
invested in market criented consumer goods industriese
Nzimiro holds a sirller view and thus states,

ces"UsAeColNa deals mainiy in manufactured products

which were meinly@g consumer goods and not industries

that c¢an genercte greater productive factors in the
Nigerian economy¥S

' (s
The pointz.that the compeny is established as a trading
subsiciary of the Unilever organisation. The major mctive
pehind Unilever's investment in Nigeria is to secure
market for outputs of its foreign subsiciaries abroade.
tach subsidiary of the unilever consortium has a role in
the whole production processes of the organisatbom:. A point
kilby shares and steates further...
esc'as & generzl ruie of thumb UeAo.Co will only
consider an industrial investment if it represents
the protection of an established merchant interest
which is both sizeartle and profitable.,.. Production
wise the industiry mgst be within the competence of the
company, the unilever organisation or & principal

supplier who can ke persuaded to join the venture as
a technical partner"s6
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Beckman alsc supports this view when analysing the disarticue~
laticn of third world ecomomies anc particulariy the Nigerian
economys. Accoerding to him5

«ee¥S8ach sector of the Nigerian and thirdworld eccornomies

as a whole have been incorporated on the world scale in

& way that obstructs intersecteral linkages locally,.."=7
Such oostruction, he arcues, was precipitatec by an active
entkrenchment of imperlielism in most third werld econemies,
The extwrnal control 0l thuse eConColcs was made possible
T ‘ fRioe mF tecapripiiet Firms firmiy st 0 T iohd

o

til.c oo these =conomics, The impurieiist

LA
[N

FAN. . -. ~
A BLlONG

2

firms are

{l

i

ctiv. ely maintaining the thirdworldd cependence
on imported commocitlies, from thelir parznt companies abroad.ss
Ihis, however, explains the role of U.A«CeN in the
production processses of the Unilever organisatione The
company's industricl activities were designed to make her
rely onrn inputs provided frcow foreign subsidiaries in durcopes
The company 1is therefore an exXport platform for its foreicgn
P I o 59 s i as
gifi.cres and parent compenies abrosd. It is in this
regard that we should understand why inspite of UACN's
move into incdustrisl production, products anc rawmeterialj

rceely imported throucgh its international

m

inputs are still 1
links, tne wother companies BDlaroad,e

UchAeCeN's industrial production was gearsed towards
mairtzaining its share of the market demand for consumer
goous which were formally procuced by parent Companies.
The company ¢ic not develop and utilise domestic raw

materials gs it products and production inpute are determined
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by parent companies in Eurocpe. Comsequent upon this, the
products it specialises in are principally made up of
international brands wihich are based on standards that
cannot be varied locally and also foreign produtts manufacturead
under local brand name?O Although most of these foreign
products rely on importeq rawmaterials, this however doss

not iwcaneg that lozal rawmaterials cannot be used as &
sSubstitute for trn-se imgorted oness, The point is that

most of these rewraterisls were exported (stiil exported)

to Europe where tney are processed anc'then impcorted to
Nigeria., This is done to utilise advanced technology

and reduce cost of production. 1In aocdition, this strategy

is employed to perpetuate N;gerié% pesition or role as a
ready market for these foreign products. However,in cases
where the cost of transporting these rawmate rials abroad

for pfocessing is enormoudsydue mostly to their bulky nature,
the company will prefer to bring in the machineries anc

the experts needed to operate them. A clear case in point

is UsAsC Timber andplywoo& division located at Sapele in
Bendel State to process and manufacture timber for export

and serve the Nigerian market.61

Apart from industrial investment, U.A.C.N 1is also

involved in various business activitiff which include

technical, distribution and .services. It also has associated
companies all of winich come under the big umbrella of
Unilever, These include, Lipto. Nigeria Ltd. Guiness Nigeria

Ltd, Lever Brother Nig. Etd., Nigeria Preweries ETd. Vono

products Ltd.62
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Table 4,3, shows the divisional activitics Of U.A.Ca.Ne

Ltd., upderfour sector al investuent.

TABLE 4,23

148 =

DsAeCeNe Ltde Divisional Activifies in sectoral Groups

Economic Activities and
Companies

Products

MANUFACTUR ING

African Timber and
Plywood AT&R)

Foods Diwision

Bordpak premier
Fackaging (BPF)

?
AsJs Seward

Federated Motor »
Industries (FMI

Fan clectric

Agroindustries

Timwer extraction, process
sawn timber for oxpeort.
Plywooud, particle boardy.. .
flush dours, system '
buiiding and macnined woOoaQ
products, Rasin manufacture.

Manufacturesand marketS
meat, ilce cream and
confectionary products.

Production of corrugated paper
boardy CaS8CE,

die-~cut trays and fitments.

manufacture and coversiocn of
printed paper and paper bhoard
packaging materials including

folding boxes labels and wrappeérs

Developmersit, manufacture and

marketing of toiletries, products

for skin, hair and baby care,
Manufacture of commercial
vehicles and buses. Spe¢ialisl
in pody building. :
: ' Manufacture and
serv1c1ug of sound and vision
reproduction equipment and
related cowpo.ents, Marketing
and servicing of eleaxical
domestic appliancege

Production of rawmaterials and

E
L

food crops. Animal teed (maxz#),

Pig cattle production.
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TuCHNICAL DIVISIONS.

Business Equipment Assembly, sale, Instalilation and

anc Manufacture service of office and security

(BBAM) equipment.

Machinery and Mechanical and engineeri.g l:u.xs:i.ne'.:.s..'q
Equipment (M&E) concerned with the assembly, sale &°

service of engines and plant for
industries and agriculturec

Nicer Motors Sales and service of co.uanercial
vehicles and spareparts, Bedford
commercial vehicle, National distrie
butor tor Lucas, CAV, VYirii.g and
Dunlop industries.

Relrigeration and Manufactures.saleg, hire installation

Airconditioni.g (R&A} and service of industrial and
domestic refrigeration and aircondition-
ing eguipment.

Tractor cquipment(T&nl wngineering services, sales and
sdrvice of hew and remanufactured
caterpillar equipment for the agri-
cultural and industrial sectors,

Kingsway Chemists {(KCD) Imports a wide range of suryical
Pharmaceutical and photoyraphic
goods, supplies surgical instru-=
ments, hospital equipment and furniture,

TRADING | DIVISIONS.

Electrical Materials ~ Provides specialised services to
supplies (EMS) the electrical and industrial equipment
- ' + Distributes agricultural equipments
fertiliser, insecticides,crop spraying
and processing equipment wholesaler
of locally manufactured and imported
merchandise and warehousinge

SeZe Cilivent

Gottschalcks (GID) Provision of specialised construction
and contracting materials and equipment
to the building industry and through
local fabrication, water storage and
distribution. Packages for urban,
rural and agricultural projectse

Department Stores, Retailing of locally
made and imported merchandise. Manu-
facture and distribution of Fast Foodge

Kincsway Stores

Desdgn and whol@sale Merchandising

Group Textilces i .
of Nigerian textiles.
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SHRVICES
Palm Agencies Nig. Clearing and Forwarding Services
{PLAN)
Management and Provide inhouse resocurces as
computer Services well as catering for third parties.
(MeCu 8) '
Property Division | 2
Manufacturers wWarehousing Services,
Delivery services (MDS)

Sources: UACN, Annual Report, 1985 P. 13. see also

'Link*®' The Margazine of UACK ana Ass®ciates vole 19,
4th guarter, 1586 p. 4. -

44 UACK and the Raw Materials Crisist

Just as the 1930's world slump adversely dépressed Borld
economic activities, the cufrent econemic recession (1981)
is having the same effects on UACN's economic activitiy
and the Nigerian economy as a whole. As we have argued

earliery a proper understanding df the Nigerian recession and

raw materials problem myst be iocated within its global

contexts The Nigerian economy like most third world economies
was severely depressed because of its external orientation,in
the sense that export earnings from the oil sector is crucial
as the source of finance of government expenditure and domestic

industrializations, The Nigerian industriasl sector is

structured in such a way as to make it dependent on the
international makket for production inputs. €The imperialist
firms and UACN in particular, relies on her parent companies
for basic rawmaterials, spare parts needed for production

activiéies, It is this import - oriented ana foreign exchangT



it - 151 =

intensive structure of production activities that have laid
the basis for the current recession in Nigeria. UACN like
many ihigerian industries is therefore susceptible to changes
in advanced capitalist economies, especially as the recession
also affected its parent companies aborades Whzt ever affects
the Unilever organisation in Europe is bounsto be refracted
intc UACN and the Wigekian economy &s & whole,

As in the 1930's capitalist crisis of over production,
the current econOmié crisis exposes the fragility of the
Nigeiran economy and indeed tﬁe iﬁﬁort - dependent import
substitution industrialization model, The recession also
exposes the extensive reliance of UACN for its incdustrial
production on imported raw material inputs frﬁm parent
companies in the west. In tﬁe early 1880's the world oil
market price suddenly collapseds As a result of this the
revenue accruing to the Nigerian state from the sale of
oil, on which so much of Kigerids economic activity had
come to depend and financed drastically reduced, This in
turn affected the import ~ dependent structure of Nigerian
industries and pattern of industrial productioneWith the
foreign exchange crisis the import demands of Nigerian
industries iu terms of imported raw materials and other .
inputs could no longer be sustained,with the result that
UACN and other industries in Nigeria began to experience
drastic decline in production capacity, heavy losses in
sales and a decliue in rate of profits because cf the

cut in supplies of imported production inputs630
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It is the general downturn and intensification of the
recession and the problem of raw materials in the Nigerian
economy that compelled the Nigerian State to introduce the
economic stabligation temporary providions act of April
1982 (austerity measures), These measures as earlier
mentioned were intended to shore up the economy and curb
the excessive outflow of foreign exchange as well as
rationalisation of state expenditure, restrict the massive
dependence of higerian incdustries on imported rew materials
and other inputsq&na mop up excess liquidity in the systems
Althoughn these measures were well received against the
backgrouna of the objectives they were designed to serve,
UACN, like many Nigerian companies has strongly expressed
dissatisfaction with their implementiones The company's
Chairman and Managing Director blGmed the improper implementatbih
of these measures on excessive bureaucratic control.e4 T he
difficulties involved in the application for an import licence
from the import licence committee, which usually took more
than six weeks for the committee to approve and another !
eight weeks for the Ministry of Commerce to issue the licence,
In the process of this delay, the UACN public relatiouns adviser
explains that some government officials hawk licences to
unauthorised dealers who paid exorbitant prices tor them

and iwmported finished consumer goodsoss In effect many

Nigerian iddustries, including UACN were denied licences
to import raw materials and spareparts for production activitiese
Zven when they get the import licences, they were given
limited allocation. UACN manufacturing divisicns began

to use up their stocks of raw materials and could not
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the
replenish thems This has led to a reduction iqécompanys“

economic activities anqéﬁggscompelled to employ drastic
measures in reducing the high operating coste.

In 1983/84 production pear, as the raw materials crisis
intensified many UVACN divisions experienced a significeamt
down turn in sales anc the reduction in profit margins.
Niger Motors was facec with shértage of vehicle spareparcts
which delayed its operations and sales. BEAM was adversely
afrected by its inability to import office equipment and
spareparts to maintain its busiuessy, T & £ division could
not fulfill its serwice and maintainance obligatioas to £he
0il mining and agricultural sectors mecause of the shortage
of import licence covering essential spareparts. Infact
most division that were not directly involved with manufacturin
processes and importation such as the MDS ané PLAN divisions,
suffered a down turn in volume of goods handled on behalf of
their manufacturing clients as in the former and reduction
in the number of Agency vessels handled and low volume of
imports for the latter§7 |

Inspite of the recession many of UACNs divisions are still
recordinguhigh sales and profite For example, the demand
for BordpaK's packaging materials has increased tremendously
thgn in previous years. In the chairmen's review of 1984
divisional performance, Pordpak opened a new whrehouse,
completed construction of its new gravure carton factory
at a cost of Wl.bmyaKingsway stores produced @Qn improved
result on previous years. The sales of consumer goods

formed the basis ¢f its enhanced profits. It completed




its new &ir conditicning plant together with a borehole
and water treatment plant for the Lagos Store at a cost of
N1.8m68

As we have argued earlier, the current recession is
marked by a decline in the rate of profit, it is a crisis
of capital accumulstion affecting all sectors of the
economy, particularly the Nigerian industrial sector. Table
Jed illustrates turnover and profit of UACN and percentage
net pfofit &s a ratio of gross profit, from 19?3t5v1986’
therg. haes, been. a Staady'riég in-the rate of profite,
1878, profit began to decline till 1580. This could be
explained by anuwber cof factorse. The company may have
invested in capital intensive goods. There is the fact
that from 1978 to early %979, Obasanjo embarked on austerity
measures to shere up the economy when it appeared to be
experiencing a mild strain. The ban on importation and
the various fisc.al policies may have contributed to the
declining rate of profity 1In a similar guise, the 1980's
featured a dramatic decline in rate of profit especially
between 1982aad 1983, the years of the economic stablization
decree promilgated by ex~President 8hehu Shagari's administrae
tion to curk the impact of the crisis on the economye The
highly corrupt and poor administrative processes of the
import licence and form M was to strangulate many Nigerian
industries, denying them of vital production inputs imported
from the international market. we are not denying that
companies are not recording high turnover and profit,
the pointits that they arebut at a reduced rares Infact this

explains why capital itself has to embark on internal measures -
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or rationalization policies to keep its profit margins and
reduce operating cost. Analysts have the tendency to
calculate a companys rate of profit by looking at the high

figures declared in its annual reportse.

445 The Rationalization Policy

The general downturn in UACN's operations has forced
the company to adopt measures at reducing its operating
Coo .. g dew!i~inz rate of Profit. Some ¢f the companys
divisions were nerged, ~iate was the merger of FMI with M
and E and KNiger Motors divisions to curtail their operating
c:osts?9 As the rawmaterials squeeze and the limited
allocation of import licences to UsAeCeaNa conttﬂued through
1984 and 1985, the company began to employ more cost
. Feduction measures to prevent its divisions from temporary
closures Although the companys divisions as Kingsway
Stores imported and distributed 46,000 tond of essential
commoditics between April and June 1584, other divisions
perticukarly in.manufacturing were exXperiencing considerable
hardship because of lack of adequate licences for their basic
production inputs»70

It is against this general decline of economic activity
that UACN adopted more internal™ " read=justmentsy to reduce
operating costs. The over-all thrust of these measures
was decisively monetarist geared towards reducing the
companys expencditure as workers welfare policy, excessive
labour cost to wention a fews. 1In mid 1985, therefore a
raticnalization policy was implemented. The company

reduced the work days to four days work week,the over time
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and shift system was akolished,wnhich meant lesser money

for workerss In UACN manufacturiny divisions, for instance,
expendigture on employees welfare services was suspended and
new machines were introduced to reduce labour cost. Although
UACN pusiic relations adviser denied any retrenchment

exercise in the c:c:.mr!'a}:;f:myz,".l

Interviews conducted . .

( with some of the company% manufacturing divisions
85 AocJe S@ward, U.A.C Foods revealed that tnere was a
reduction of ﬁanpower.72 Infact the chairman adritted

in his address that . his company haeve had to reduce
the level ¢f actdvity and manpower as & resulit of the
reducedimpertation of rawmaterials and other inputs. He
went on to assert that his company would pay the necessary
entitlauents to those affected;

".ee 1 have to add that where rationalization in our
crganisation affected manpower it was carried out with
the minium of hardship and the full cooperation of
the unions and all affected received their full penefits
and entitlements®73

Contrary tc what the public relatiions adviser has saids
the Chairmusan's statement confirms that there has been sone

degree of retrenchment even though it has been difficult to

ascertesin the exact number.

TAELE 4.4 Turnover and Profit of U.A,CeN from 1973 - 19§€;§
Year Turn over N,000 PIOIit. % Rate of Profit A
. before aefter taxa-
tex JIIg ation Iin
1973 22§9403 8,919 4e1%
19274 248,407 16,587 6+6%
1975 385,071 35,675 S5.0%
1976 576,066 46,107 84.0%
15977 701,848 58,594 832




1978 788,534 42,200 5.3%
1979 6274313 23,992 3¢8%
1980 7074292 24,030 3¢3%
1981 869,612 374344 de 2%
15882 818,346 26,559 3e2%
1983 7194127 13,619 1.8%
1984 596,122 30,955 Sel%
1985 564,018 38,610 6.8
1986 5514425 44,015 7.9%
. Rate of profits cowpiled as 1In/1lg % net pfofit as a

ratio of gross profit.
Source: Cowpiled from end of financial year statement

of Account for variocus years in MACN Ltd, Annual

- report 1973=86

0w

de6 UACN goes Farmings

As we have showu above, the imuediate respoRse of UACN
to the deepening rawmaterials crisis was to embark uppn interna
crisis manageﬁent measures aimed at reducing production
cost and maintaini..g profit wargins, 1In late 1985 however,
the company was compelled to embark on developwent and
experimentation into local raw materials, since supplies
of its raw materisals na;e been interrupted. A solution to
this raw material crisis was to integrate backwards into
agriculiture, The dompany’s re-entry into agriculture are in
four main sections. These are the Reforestation project -
of the AT and P division located at Sapele in Bendel State #

The company invested N6.5million on the reforestation project -

which started in tate 1984, Over three million trees ware




- 158 -

To be pianted which would cover an area of 1,750 hectares,
with the net planting estimated to cover 1,505 hectarese

The estimated maturity perioc will last for seven vears,
when eompleted the project will produce a timber volume

of 38,000 cubic metres per annum from 19%2 onwards74

The second raw materials procurement project is the

Marqpis Farm in Qyo Statec. It is an integrated mBrable
animal feddand pig production unit geared towards growing
crops like maize, cowpeas, Soya beans, sunflower, Guinea
corn, cotton, Sorghum, m}llet and groundnuts. The farm alsco
has a feedmill which processes maize feeds for the piggery
unit and alsc serves the Nigerian market. &An approximately
five thousand pigs are rcamg and fa;tened per annume. The
pigs are slaughtered and the meat processed to provide meat
inputs for UAC Foods and Kingsway Stores. The farm has

over TGO hectares of farmland. About 500 nectares have

been cultivated with maize in 1986, After harvest, the
company would plant cowpeas and other food crops.75 The
company also has a maize plantation in the Kidandan district
of Zaria local geovernment area in haduna State. This project
occupies an approximately 5000 hectares, The project
development has commenced with 500 hectares of maize in

1986 and it is projected that by 1990, the remaining 4,500
hectares would be under cuitivation. The maize will be

a source for the Feed production mill on the marqyis Farme
After research and experiment into the potential existing in
utilising the green field o0il palm estates in Cross Rivers
State?UACN'together with Lever Brothers and Pamol Nigeria

Ltdyhave jointid invested about N50 million in planting
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Palm trees as a source of industrial raw materials and

also for other industries in the countryz6

Majority of the key inputs requirements of UACN
Agro industries are still largely importede. Agricutural
inputs as seeds, fertilisers, chemicals and cultivation
equipment as tractors, ploughs, planters were provided
by the T and k& division which imports them from the
Unilever companies in burope.7?

The significance of UACN'S move to develop alternative
local sources of raw materials lies in the fact that the
current raw materials crisis would lead the company in the
direction that will reduce its total dependence on foreign
production inputs. This however dbes not mean a complete
break of the company away frbm the intra=firm division of
Labour and its role in the organisation. This is because
the parent companies in Europe are seeking solutions to
the problems of raw materials supply and this has influenced
their support for UACN's mo¥e &to develop an indigenous
source of raw material inputs hitherto imported.

There is yet another dimension to the whole efforts
of UACN to integrate backwards into agriculture. The
Unilever organisation is supportive of this move because
this would provide another avenue for UACN to be dependent
on her parent industries for agricultural production inputs
for an eifective management of the UACN agricultural schemes.
This is why the company is actually appealing to the governmert
to ipcrease the equity share of foreign companies investing

in agricultural Ventu=s to 80 percent. In eseencey the

80 percent equity control of Unilever in agricultural.
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production would mean a greater integration of UACN into
the Unilever corganisation and thus increase its dependence
on foreign inputse. Stressingtbhe point further, Olukoshi
Statese

"eeoell would seem that the logic of the recession

and the problem of rawmaterials will induce the

company to develop and utilise lecal raw materials

for its economic activities and thus conserve foreign

exchange",78
Rather than attain this objective UACN is further integrated

the Unilever intra - firm specialisation and fulfill

its historic role as a market for imported raw materials
and manufacturers for its parent companiese

In the previous chapters, we.mentioned that the raw
materials crisis has compelled both foreign and local
capital as well as the Nigerian state to find solutions
and thus develop an indifenous raw materials sourcee. In
a similar guise industrialists are seeking to take advantage
of this situation to demand concessions and incentives from
the Nigerian state. Apart frow the provisions of infrastructural
facilitieé in areas where UACN's agricultural project is being
undertaken, the chairman is appeali.g to the government for
a change in the tartff structure which he argues imposes
extra cost on the agricultural equipment and reflects on
the prices of the raw materials. He proposes that the
government should exempt compouents intended for local
production, particularly agricultural equipments from
both import and excise dutieszg The point Shonekan misses
is that the state has to contenfl with different interests

and ensure that it mediates between diverse interests

within the manufacturing sector and the Nigerian economy
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as a wholee It must alsc enforce its own accumulation witnout
which it will be unable to finance major expenditure and fulfill
its budget proposale The state must thus pro¥ide a conducive

and profitable avenue for capital in uyenerale.

47 The Second=-tier Foreign exchange Market (SFEM and UACN

Econoiic Activities

We nave shown above that various state ueasures to
countal,s the raw materials crisis and the regzcsion in genefel
have tendec to escelate and further lead to |a series of
counter reactions anc worsening of the already depress<d
economye It iIs against this background that the governmeunt
of wajor General Ibrahiw Babangide enforced harsh measures
designed to deal with the economic ccisis. Sowme of these-
measures have already been examined in chapter three, what
we shall consider here 1s the SFEM as it affects-the
performance of UACN in its mo¥e to solve the crisis, particu-
larly the moye to source for local raw ..aterials and increase
its lo:gl value acded in productioi.

The UACN's Chairman and Managing Directo; Nas expressed
in his various speeches his uuflinching support for the govern=
ment ¥or introducing the SFeM as part of the structural
Adjustment Programme. Inspite of Shonekan's Speculations
and optimism, the predications of Nigeriam analysts and
the government ..ave began tc be countrary. Like many
Nigerian industries, the SFEM has adversely affected UACN's
economic activities., First and foremost production in the .

] a
company..s Agro-industries was stf&inS§g The division is

experiencing high cost of production and declindng rete of



profit margins. This is because the company has to invest
a lot of_money to purchase agricultural raw materials, fertiliser,
drug and capital inputs as a result of the derregulation of
the naira.80 Consequent upon this the division was to contend
with high cost of production, if unabetted may frustrate the
whole policy of integrating backwards and utilise domestic
rawmateriels, wXpleinipg the impact of SFEM, the UAC
&cgrono..ist says that the high cost of agricultural inputs
coupled with the high tariff structure have increased the
cost of producing meat inputs for other UACN's divisions
compared to when these inputs were importeci.s1 The prices
of agricultural equipment he states have increased by 15
percent over the cost in 1985, Wwhen considering the excessive
cost of production the company may be forced to abandoﬁ
the agricultural projects ang turn to its mother companies
for basic raw materials which are relatively éheaper because
of the technological advantage which they have more than
Nigeria and third world countries as a whole.82

Apart from its effect on the agro-industries the SFEM
has further affected the production activities of UACN
fomem | manufacturing
divisionse Unlike the pre SFEM period when these divisions
could not produce because of inadequate import licences and
particularly the prpbjem of production inputs, SFeM has lifted
the restrictions against ikports, but these divisions can
produce but are faced with acute problem of sales. 1In effect
the manufacturing divisions are experiencéng stock piling,

because consumers have begun to readjust their tastes and

shifted to less expessive commodites. This has compelled
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these divisions to introduce cost reduction measures and

curb waste and redundancy. Amongst the measures introduced
was the introduction of labour reducing machines. Aae.Je Seward
and Bordpak divisions imported new Machines aimed at reducing
the use orf labour, However, a comprehensive analysis of the
impact of SFEM on UACN with spe@ific emphasis on two manuface—

turing divisions will be the focus of our next discussione
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CHAPTER FIVa

RECES55I0 AND LOCAL SOMKRCING OF RAWMATERIALS: AN EMPIRICAL

ANALYSIS 1981 =~ E6

Intrcducticn

This Chapter focuses on the recession and Local Sourcing
of rawmaterizls. we whall look at the activities of two
manufacturing cvivisions of the United Africa company
Nigeria Ltde, (L<CH) . These are AJ.J. Seward and
Foods Nigeria Ltde They will pe looked at witmg view_to
understanding their current efforts in utilising domestic
rawmaterials for production activities. 1In addition
we shall examine. their reactions towards the various state

policies at curbing the rawmaterials crisis of the industrial

sectore.

Selal Aedes Seward Nigeria Ltde

Brief History .

In 1919, Arthur James formed a limited company in London
to make pomades for Africa, particularly British West African
countries, His best customers were the british Companies
which in 1929 came together to form the United Africa Company
Ltde The company was run independently in Egsland until 1%2S
when it became a wholly owned subsidiary of Unilever, Until
1857, the coupeny's factory was at Lotus work in London, but
after a fire disaster the manufacturing unit was transfegred

to the Gibbs factory at Leads in dugland3
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A.Je Seward operations in wigeria in its present form
arose out of the need for Unilever to cocrdinate activities
in the cosmetics ana toiletry business. Tne Company was to
specislise in certain tolletry preparations together with
specific trands. Subseguently, there was a substantial
reorganisation of the cofMpany's structure. In 1963,

A Je Seward igeria Ltc was established in wnigeria when

it pecame appreopriste to start production locally for the
Nigerian market, Tne main sales were of perfuwmes and

pomades cirected to the Northermmarket, In 1904, a factory
was opened in Zaria and by 1967 ancther factory was establisha
at Apape in Lagosg

In 1975, Seward became a manufacturing and marketing
division of UAEN Ltd, relying on about 80% of its rawmaterials
from the parent company, Unilever. The company was given
the responsibility of produéing toiletries and cosmetics
for the grawing demands of the Nigerian market. The
toiletries business commands an estimated 35% shares of
the market for skin crea®s, 40% shares of the market for
petroleum jelly and 20% shares of talcum powder? Seward
manufactures essential consumer goods wnich include soaps
lotions, deodorants, hair preparations, powder and perfumesu4

In 1977, another factory was commi&ssioned at Oregun
in Lages which became the company's headquarters. Seward
factorjes have a total installed capacity of about S0 million
units annuallye Frowm 1975 to 1979, the cowmpany sold
approximately 1,800 tonnes of skin creams, 1000 tcnnes of

petroleum jelly and 600 tonnes of talc per year



Apart from the toiletries and cosmetics production,
Seward touok on the responsibility of Kingsway Chemist, a
division of UACN Ltd. It imported anc distrivuted a range
Of pnarmaceuticalse It was also an agent of a numper of
internstional drug coupenies sucn as Roche, Searle and
servier. It nowever withdrew frow the agency pusiness and
concentratec on the proauct ranyge of pharmaceuticals,
generic drugs by cast Ginstead and sold under the United
Africe compamy Interneticnel (UACZ) brand name. It also
dealt in impurted surgical ecuipment and hospital furniture,
rhotographic materials anc equipment§

Althougn Seward marketed and cistributed a range of
Kingsway Chemists rroduttSas mentioned above, its main
specielisation area, the cosmetics ana toiletry manufacturi.g
will ke the.main focus of our analysise ror the toiletries
and cosmestics production, seward relies on five major
rawmaterials inputs. They are Chemical and Petrochemical
relatead inputs, bssential oil compounds, perfumes, fragrance
Stabilizer and Sunscreen, talc,Frocessing inpyts like
mixing vessels, machines and &lso packaging of rawmaterialse
It is important to uote that the bulk of the technical
knowhow or expertise employed in the production processes
is equally impcrted. before 1985, & total of eight foreign
experts occupied the post of Senior kManagement positionse

The current staif strength is about 700 with only one

expertz



acle 4¢l1e1 below ocutlines SeWard's products,major

rawmaterials,main source before the current Nigerian
recessicuie The chemical and petrochemical related inputs
include petroleum products, techmical whiteoil, casterdl,
glycerine,paraffin wax which were obtained from Naticnal
petroleum co.pany Kaduna Refinery and iMobil-oil companiese
Tnese inputs were derivea from cruce petroleum wnich was
exported from Nigeria to the advanced inaustrial countries
where 1t was refinea and furthner processeds It was then
lmgz.rteC back into the country as rawmaterials for various
lncdstiricse Gyceriine, 10r instance, is obtained from
crudecil produce@ in wnNigeria, but is about 80% pure and
has to be refined ana freed of all inpurities before it
can be used by Seward in production. Although the cmude
petroleurn 1is produced in nigeria, there were no technical
knowhow, machineries, and chemical requirements needed for
the processes of these industrial rawmaterialse In e%%nce
the production processes of the various by-products derived
tock place in the Western countriesaa

Furthermore, apout 65% of Seward's essential oil
compounds were obtained from Lever Brotners Nigeria Ltd,.
and 25% was supplied by Vegetable cils Nigeria Ltdc: Lever
Brothers Nigeria Ltd.,1s a 8ister Company of UACN Ltdy which
specialises in the production of detergents. Seward's
essential oil compounds are derived from agricultural
produce such as palmoil, palmkernels,cocoae The by-products

are used for the production of Seward toiletries and cosmeticse
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The perfumes and Fraguyrahce are obtained from the product
and perfume unit, a Unilever owned perfume house in Europes
Braagogo, & cosmetics manufacturing company in kurope, also
supplied Seward with perfume and fre ygrance. It is not that
the perfume concentrates cannot be extracted from Local
plants and flowers but the processes require capital intensive
inputs such as Machineries and technicel knowhow whéch had
always been retained by Unilever. lNoreover as part of the
intrafirm specialisation, Unilever hes & division or subsidiary
which specialises in the production of perfumes, fragrance,
stabilizer, sunscreen and other inputs regquirements of all
Unilever - owned branches worldwide., Talc is another major
input used in the manufacture of Seward5' talcum powderes This
is also imported from its parent company-UACI.9

There are also the processing inputs such as mixing
vessels, Agitating pulps, Mixers, Filters, Labelling
Machines and spareparts. Approximately 65% of these capital
intensive machineries are imported from Unilever through
UACI. 25% of total supplies is obtained from UACN Machinery
and equipment division (m & E) and 10% is supplied by third
party manufacturers in Nigéria. Furthermore, Seward sources
about 60% of its packaging materials from local manufacturers.
This, however, does not imply that these inputs are manufactured
locallye Bordpak premier packaging Nigeria Ltd; a division
of UACN Ltd.,suppties about 80% of Seward paper labels and

cartons. While 90% of the glass tubes are obtained from



Metal Box Toyo Glass Nigeria Ltde About 35% of the company's
plastic tubes and caps are provided by Agbara plastic Niceria
Ltdey and other Local manufacturewsof plasticse The craft=-
boards are obtained from Wahum Nigeria Ltd and other small
scale manufacturexsPlastic rasin, piguent, labelling ink,
Moulds are mainly imported from Unilever through the parent
company UACIeio
Apart from the packaging inpyts which are obtained from
inaigencus industries, all other inputs are directly or
indirectly imported from industrialised countries, through
the parent companies in curope. FMoreover, where it relies
on domestic third party manufacturers for production inputs
this must be reliacle and nighly profitable to the company
than the imported ones. It is profitable for instance for
Seward to purchase packaging inputs fro. BPP and third
party manufacturexsthan to import these inputs. However,

about 30% of total packaging inputs are obtained from Europe.il

From the above reports, it becowes quite appararent
that like all UACN divisions and Unilever owned subsidiaries,
Seward is cowmpelled to rely on its parent companies for
about 80% of its total rawmaterials inputs. Evidence
from the previous chapter has indicated that Seward is the
import platform from its parent company in Europeo. This
company therefore did not have toc develop and ukilise
local rawmaterials because its products and brands are
international brands which are the main specialities of
Unilevere It has been oriented overtime to source fof all

its basic production inputs fpom the west.



TABLE S5elel
SEWARD PRODUCTS} SUURCES OF RAWMATERIALS BEFORE THi. RECESSION 1975-83

Products/Brand Basic kamaterials Major Sources % Shares
Inputs before Rece- in total
ssion source
Toiletries and 1e¢ Chemical and Nigeria NWational
Cos.etics Petrochemical Petroleum corpora-
tion
include: Related inputs, Kaduna Refinery
Fresh, Sheld Like glycerine {(ii, Mobil oil Companies| 100%
Pears, Lotus Parafifin wax, (The Crudeocil
Nku Jeleen Castero_1l, Tech- is refined ang
anical whic ii Importec into Niceri
Satin Sheen
Hair Shampoo
Antideodorant 2. Essential oil 1. Lever Brothers
coumpound
Pears Baby = Nigeria Ltd. 65%
derived ---
detergentc
Soape. lMoonc ‘manufacturerse 2.Vegetable oils
-
Powder, K amuS a0 s Nigeria Ltde 35%
Antisol Soap ( Importsabout
65% of inputs)
3. Perfu.es, 1. Unilever Perfume
Fragrance, House, ; S0%
Stablizer
Sunscreeu 2. Draagogo 10%
Talc Imported through
UACI. 100%
4. Processing Inputs
like Machines, Imported frow UACI 65%
Agitating pulmps UACN Macninery i
Mixers, Filters and Bquipment 25%
Labelling Machines Divisione
and spareparts. I (Imported through

Unilever)e



Basic Rawmaterials Majur Sources % Share
inputs before Recession in total
source
Third party 10%
Manufacturers.
S5 Packaging Inputs UACI (Imported) 20%
such as paper Boredpak Premier
Labels and Cartpns Packaging Nig. Ltd.
Glass tubes Metal Box Toyo
Plastic tubes and Glass Nige. Ltde. *80%
Capse Agbara Plastics
Craft boards Nigeria Ltde.
Wahum Nigeria Ltde.

Source: Compiled from various interviews with A.J. Seward
Development Manager, General Technical Manager and
the Marketing Manager on 22 June 1987, 24 June 1987,.

18 and 25 September 1987 respectively.

LR Although these percentages of rawmaterials are locally
obtained, ‘this does not mean that the supplying
indigenous companies do not depend on imported inputs

for production activities.,

Sele? A « J o Seward Nigeria Ltd. and the Rawmaterials Crisis

With the oilglut and the subsequent foreign exchange
squeeze, the Nigerian economy &and the industrial sector in
particular began to face a general downturn in economic
activitiese Seward did not experience the hardship until late
1983, This was because it had abundant stocks supplied by
the parent companies in Europee. In every UACN division there
is a planning department in charge of what is called 'Lead
policy'e This department is assigned to calculate all leadtime

for both rawmaterials and finished product requirements of the



companye This is necessary to secure constant supplies of
goods for the company. JSince Seward relies basicallg on
imported rawmaterials, it has overseas .agents responsible
for the overall delivery of these production 1nbuts. In
every three months, the foreign agents or buying office in
cngland would transport the stocks to Liverpool “harﬁ, where
they are dmported into Nigeria. Also in every ten weeks,

rawmaterliels are replaced before the existing stocks are

11

ussd upe Finished goods must have arrived in every Seward
depoty, five weeks pefore they are sold to the Local rarket
and three weeks in pipeline on the roade 7The Lead Policy
thgrefore gquarante@d a reliable pipeline of supplies of
rawmaterial inputs for production process-12

The reinforcement of Stiffer fiscal measures in January
1983 was to have an adverse effect on the company's
production activities. The difficulties encountered
in obtaining Form M and import licences, coupled with
the high import and excise duties and customs inspection
of all imported items contripbuted tc the late delivery of
rawmaterials and sparepartse The import licence covered only
two yearse The extra delay of the import licence committee
and the central Bank officials was to stifle and distert
the pipeline of suppﬁés and production activities as a
whole: Seward output experienced a signifieant downturn
which adversely affected sales and rates of profit. Between
late 1982 and 1983 the coumpany was operating below 60 percent
of total installed capacitye It maintained this level of

production until 1984 when prices of Seward rawmaterials



Started tc increase. This was precipitated by the ban
on some Sewards production inputs such as plastic rasins,
packaging inputs and essential oils. The scarcity of
these production inputs however had a drastic effect
on production output and prices of Seward commodities
in general.13

Production of some Seward goods such as Jeleen,
Fresh,and Lotus declinec by an estimated two thousand
packets per week until the early part of 1585, 1In mid
1554, the <Zaria factery could not produce because of the
lack of pacxkaging materials, Prices of comumodities increased
by an estimated 40% on all Seward products. For example,
recqmmended retail price of Shield and Fresh body creams
increased from N1e¢50k to N2e50ke Distributors were
however selling as high as N4.00 to the Local Markets
at 60 percent profite There was a general scarcity of
Seward commodities and distributors boarded the products
inorder to make higher profits, Prices of consumer goods
further increzsed between 40 percent and 4b percent,
inspite of tne efforts of the 'Production Productivity
and inc@st boards', to peg price increase to S percent,
The recommended prices of Seward coum@dities however
soared as high as 15 percente. The recommended retail
price of 8hield and Fresh Creams was N3.50 in mid 1984 and
was maintained till early 1985, The high cost of production
.was maintained till early 1985. The high cost of productiion
was shifted to consumers who were willing to buy regardless
of the high coste. This period featured high demands of

" Ce s 4
Seward goods which are mainly essential Commodltlesei
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By the secofid half 6f 1984 and early part of 1985, it
had become obvious that Seward's operations were in dire
Straite ¢ Capacity utilisation dropped further to 30 percente
There was a further squeeze on the international supplies
@s a result of stifrer measures iwmposed by the Military
governuent of General Buhari. 7The total van on the
importation of some of Seward's finished goods and the
nigh tariff measures were to further strangulate the

and Seward of imported raw

Lo

Nigerian industriel secrto

material inputs. This has served only ¥o accentuate and

Worsen the problem of raw materials which had already

compelled many factories to close down and lay off

thousands of workers, The Buhari administration placed

some restrictious on the employment of expatriateses

In eifect, a total of eight foreign stafi were retrenched

in Sewards Indigenous manpower were than appointed to

occupy high posts that were formally controlled by foreigners.

Tne post of the Qeneral Technical Nanaggr, Deyelopment

Manager and other Senior Managdm=nt positions were occupiea

by Nigerians. At present only one foreign statf has beeu

retained in the companyz5 '
By the last quarter of the 198% brnduction gear and

early 1986, the company had devised series of internal measures

to solve the raw materials crisis. The abolition of impo¥t

restrictions policy especially the use of Form M was to

stimulate production processes and thus increase Seward's

capacity utilisation to about 40 percente.



5¢1e3 Crisis Manacement Policies

Like many UACN manufacturing divisions Seward was
cogpelled to embark on internal measures to curb the
impact of the rawmaterials squeeze. Jlhe subseguent
increase of both unit and total production costs has had
@n adverse effect on toctal sales and profit margins,
efiforts had begun in late 1983 to Shore up the apparent
declining rate of cespacity utilisation because of the
imposition of import licenees on most of Seward rawmaterialse
The company concentrated on reducing overhead cost
accentuated by the decline in production activities
as a result of the rawmaterials crisis, It adopted
a2 Short-time work system by way of a five day work week)
particularly for the semi-manual labourers and also
resheduled the annual leave of senior employees and
training programmes. Overtime and two shift process of
production was abolished and the company maintained a
one shift system of production;l6
Although it has not been possible to secure formal
data on the number of workers retrenched in Seward, the
information obtained revealed that approximately 104
junior workers in Oregun factory have been retrenched
between late 1984 and early 1986. This was aimed at
reducing the high operating cost. To avoid a tempeorary
closure of the Oregun facbory, the company leased out
its factory to companies with similar products and
production processes. It also began to produce deter-

gents and Antisol scap for Lever Brothers. The company



also imported and installed automatic packaging

machines to replace labour and reduce overhead cost of
productions To monitor the prices of its commodities

wnich were being sold at higher rates than the recommended
retail prices, the company began to sell directly to

the Nigerian market. It dewised a pelicy whereby
distriobutors were eliminated and Seward sales representatives
s0ld to consumers & maximum of two units of commodities

dailye In effect the operating price unit began to fall.17

5ele4 The Development and HYse of Local Rawmaterials

Another effort a§ curbing the impact of the rawmaterials
crisis was the move to ﬁtilise local rawmaterials as
substitutes for imported ones. By mid 1984, Seward:
began to source for Local rawmaterials as a result of the
profound squeeze en external supplies of rawmaterials,
especiglly during the Buhari regime. The ban on imported
plastic rasinsian essential packaging input, was to Ccompell
the company to find local substitutes. The company began
to scout around for individual researchers and manufacturers
of plastics inorder to maintain its production output and
profits. Some of the indigenous small scale manufacturers,
Seward financed include Delta Glass, at Ughelli in Bendel
State, Danladi Nigeria Ltdey wnich produces Local Moulds,
an essential input requirement for the production of
packeging materials. The companﬂ was also in support of

the current moWe of brasstex Nigeria Ltd.)to manufacture



Local Wark from local palmkernel, palmoil and c:c>cc:>.z-...‘18

For its cocoa creams and Lotions, Seward relies
on cocoa industries for about 60 percent of its inputcs *
It has recently developed s cocoa butter cream called
*£ldar', anc used about 90 percent of local rawmatericls e
It has launched & new JelXen cream with about 60 percent
of locel value aaded in production. The point is theat
the rawmaterizlscrisis has compelled Seward tc utilise
local rammeterisls as supbstitutes for the imported ones
to curteil the nigh operatinyg cost and the apparent fell
in the rate of profit, 1In recent times, Seward sponsored
Procda Nigeria Ltdesy in snampra State to experiment on
tne use of local starch derived fro. cassava as substitute
for imported talc used for talcum powder., In essence
the whole effort to develop iocal rawmaterials involved
extra coste This was because the company had to pay
ext@ cost for preservatives and antioxide to reduce its
inherent flare for bacteria and moulds.19
Prior to the outbreak of the current rawmaterials
crisis, 8ceward Research and Products development programies
were coordinated and centred in the parent companﬂ,
Unilevere. By late 1985, Seward began to develop new
formulations and products that would use local rawmaterialse
In 1986, it installed a new laboratory and testing centre
in line with governuent directives to improve existing
products, develop new formulations using local rawmaterialse
The development manager explained that Unilever, the tech-

nical partner, monitors all development programmes and
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researchnes in appropriate rawmaterials within and outside
the coun:ry.zo

From the above reports, it becomes quite apparent
that inspite of the fact that the mother companies
recognise the need to obtain rawmaterials locally even wiien
prices are high anc démands is raletively low, there
have Deen little efforts to actually develop an integrated
supply cf rawmater;é;s in wigeriae. Apart from the
recent policy of rinanci ny small scale Wanufacturers to
procduce and import basic rawmaterials, Unilever Wias shown
a negative response foward the need to develop and utilise
local rawmaterials for production processes. An example
was Seward's effort to put forward the idea of producing
hich quality cres m using about 95 percent of Local
rawiaterialse This idea was bluntly rejected on the
ground that it was neither profitable nor in the interest
of the Unilever organisation as a whole. It was further
argued that Seward'Products are international brands
with a registered b;and name guaranteed by Unilever,
As such, all production precesses must tnerefore be
maintained according to the stipulated intrafirm specialisa-
tione Tne raw materials must be supplied by Unileverfi

Indeed the above would suggest that Seward cam only
utilise dowestic rawmaterials which cannot be produced by

the Unilever organisation. In most cases where it has to

source locally those inputs produced by the parent companies



it must be benefi€ial and pfofitable to the latter.22

gvidence in the previous chapter, has shown that the

early moves by UACN Ltde to source locally in terms of
producing rawmaterials for Seward have peoved to bk

mere pretences. Altnough 1t embarked on a palmoil

vertures with Lever Brothers and Palmoil Nigeria Ltde,
there has nct been any substantiai outcowe in utilisi.g
dovestic rawmaterizls for productione Uptill now UACN

has not started any planting on the Farm. Until such
prcgramme takes ofr, the immediate solutuion is to comtinue
to import from ffs parent companies in curope. Besides,
there are many rawmaterials that could be harnessed
locally, but nothing has been done to that effect. For

the procurement of some of its inputs, the company cannot
integrate backwards and increase its 1local value added,
but prefers to source the inputs from third party manufacturers

and sister companies, finance local producers wno in turn

import the production inputse

S5e1e5S The Second ‘ier Foreign g£xchange Market and Seward's

Production Activities:

The introduction of the SFEM by the Babangida
administration was to have an adverse effect on the
whole process of locking inwards, precipitated by the cut
in the international suppliesof =2 ards.hesitc raw materialse
Sequel to the introduction of SFEM when commodities were
placed under specific licence and by complete ban on

many rawmaterials and finished goods, Seward was
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strangulateac of basic inputs for production activitiese
With the introduction of SFuM, the rawmaterials sgueeze
was alleviatede This permitted the company to have an
unrestricted supply of rawmaterialss, This policy of

trade liberalisation also has its own limitation as earlier
mentionedswith regards to Seward, the most fundamental
problem is'in the area of coste The derregulation of

the naira has resulted in chain reactions in the production
processcse With SF«M, all embargo on imported raw
materizls and finished gooas was lifted and the current
value of naira (as a result of devaluation) has curtailed
extra gxpenditure and investment in capital goods. In
certain cases machineries were imported to reduce operating
costs,especially the cost of laboure. Sewafd has started
importing Lkasic raw materials to increase total production
outpute Oregun factory increased its capacity utilisation
from 30 percent to 40 percent with respect to the high

cost of rawmaterials, Sewards cost of production further
increased by epproximately 300 percente. Invariably, this
high cost was transferred to consumers as evident in

the current market prices of Seward's goods, The recommended
prices of Seward's products such as Shield and Fresh
escalated from M3.50k in 1985 to N5.00. The medium size
petroleum jelly cost N6.00 as against N3.,00 in late 1584
Prices of Pears baby products incréesed from N2.50k to N5.,0C.
The current retail price of Pears baby soap is N1.00 as

against 45k in previous yearse



d 186 -

Despite the series of efforts to reduced the-high
cost of raw méterials precipitated by the low value
of the naira, Seward has not been able to produce at
lower costs This was due to the f;ct that most of the
rawmaterials obtained locally have had to be imported
at very nigh prices. The irony is thet prior to the
pre SFcly period when there was scarcity of Seward ﬁroducts
and a high demand.for Seward products, the information
obtainec¢ has shown that the demand for Seward procucts
has declined considerably. The market value of Jeleen
Crean has fallen by approximately 50 percent and total
makket demahd decreased by 30 percent. The general fall
in market demand for Seward products has led to'VEry low
Sales which have made it difficult for the company to
realise its cost and make high profit. During the 1985
and 1986 production gear, the company recorded ar overall
decline in the sales of its products by approximately 45
percents A corresponding decline in the rate of profit
of about 25 percent. Unlike the 1970's when it contributed
about 45 percent to the total profit of UACN, with the
recession its coatribution to the total preofit of UACN
is approximately 25 percent.zé

Although, the SFeEM waseungd at inducing Seward to
utilise domestic raw materials, the realisaticn & this
goal is still far-fetched. This is because the policy
has increased the cost of developing local raw materials
as a result of the defaluation of the naira. Rather

than increase local value added in production processes
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Seward is furtner compelled tc import basic raw materials
from the mother companies. This was necessary to alleviate
the apparent declining rate of profit of the Unilever
comparics in the West. for some products, Seward had

to impcrt-finished consumer goods and merely assembled

them here ancd sold to the Local Harketseas

The implication

is thet the policy is gradually compelling Seward to drift
furthcer away from basic production preocesses, utilising

& degree of locel inputs. However, the current trend

of looking outward can be reversed if the government can

be more realistic in the policies toward reviving the economyle
This must take into accounNt the cost of production, an
important factor in determining the overall berformance

of the company in terms of recruitment of more hands and new

investment,

S5elel UesAe.C Foods Nigeria Ltde

Breif Historye

Prior to 1973, UAC Foods was known as west African
and cocld storage Nigeria Ltd., established in 1961926
It was trading in imported meat products under the
initiative of UACN Ltde. 1In the same year the company
began to import and distribute walls i cecream to the
Nigerian market. The indigenisation decree of 1972,
however prought the company directly under the UACN
administration and in 1973, it became a division of

UACN Ltde In 1974, it adopted its present name027



Foods main factory is located at Ijore. It has
facilities for animal slaughtering meat Processing’
packaging and cold storage aimed at producing for the
Nigerian market. The coXipany specialises in the production
of such consumer goods like walls icecream, Meat and
meat based snacks as satis, Bacon, Ham, Gala and sausage
rodblse

For the production of Foods products, the following
raw.aterials are essential. walls icecream production
requires besic inputs as Milk soligs, sugar, vegetable
Fat, stabilizer, emulsifier flavour and colour, There
are other inputs as lolly sticks and spoons, packaging
materials such as plastic cups, wrapping papers and cartons
The mix is pasturised to kill germs then homogenised to
break down tat globules and obtain a smooth texture then
frozen by the use of processing inputs.28

The rawmaterials used for Foods meat and bakery
snakks include inputs such as pork, beef, especially
boneless beef, Flour, Margarine, Salt, Spices, Flavourings
Preservatives and other vital chemizals. Bacon is cured
in & salt solution, satlsages are formed with meat and
other ingredients that have been combined in large mixers
by the use of basic processing inputs.29 Table 5.201
below is a summary of major rawmaterialé inputs of Foods
showing main sources before the recession andthe percen-
tage share of these inputs. Before the current recession

about B0 percent of Poods raw materials were imported

from UACI. All the rawmaterials inputs used for the



production of walls icecream have always been importede

About 40 percent of the meat inputs were obtained from

Local cattle and pork traders. The company however

imported 60 percent of its beef inputs, such as boneless

beef and Hungarian Pork from UACI. Umilever has plantations
in Austria and Holland where dairy products are produced

in large quantities., When the cattle are no longer productive
they e slaughtered and imported to overseas subsiciarieses’
The company also relied on Bordpek premier packaging (BPF)

for about o0 percent of the packaging inputs. 25 percent
was obtained from Local plastic industries and other inputs
such as saflsage casing were imported. Moreover all Foods

chemical inputs and Machinery before the raw materials

were exclusively imported.3

S5eZe1 Foods Products. Types of Kawmaterials sources befors

the recession from 1975-83

Products/Brand Basic Kawmaterials | Major sources % share
inputs before Rece- in total
ssion Share
Walls icecream Milk solid stabi-
liser IMPORTED 100%
Include Sugar THROUGH
Banana Vegetable Fat UACT
Chocolate and Flavour
Vanilla and colour IMPORTZD FROM
icecreame. Lolly sticks UACI
and spoons IMPURTLD* 100%
plastic cups Obtained from
plastic bowls Local plastic
wrapping Manufacturers
papers and such as smurfat
cartons. cases Nigeria Ltde
LipFat Nigeria Ltd, 60%
Omotafgole Nigeria
Ltde The Labels
and cartous are

obtained from BPFe
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o Meat products Boneless beef IMPORTED 100%
include Meat Hungarian
based snacks Pork IMPORTED 90%
Bacon, Ham 3 Bbtained from
forg . Sarakin Fawa
in the Noeth 10%

and traders
in Oyo State.

Beef inputs 50&Ecd rrom
Sarakin Fawa 30%
in tne North

Bakery snacks
&s saudsages, Flour
galae Flavuurs
Farcgerine LircRTeD 1005
Salt andg

spices

chemical

inputs

as Preservatures
Sodium mreesad

sulphite, All IMPGRTED 100%
analytical chemi=-
cals From Unilever

as micro bio-
logical media
and chemical

reagents

Packaging inputs

sadsage casing IMPURTED FROM
UACI

Cartons, Labells Bordpak Premier 60%

| Packaging

Third party
Manufacturers
such as cole- .
dense 25%

Nigeria Ltdn’
Smurfit cases
Nig. Ltd.

Source: Compiled frow various interviews with U.A.C Foods

operations planning #anager on © February 1987.
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Se2e2 _Foods kigeria Ltde and the Rawmaterials Crisis

Like Ao.Je. Seward Nigeria Ltd., Poods division did
not experience the rawnaterials squeeze uantil late 1985e
This was due to the pipeline of supplies guaranteed
tnrougn the foreign buying agents and the operations
end planning unit in the companye. Between 1983 and 1954
Foods had about fifteen thousand bags of floure It also
storead packaging inputs such as lolly sticks, plastic cups
anc wrapping paperstrnat lasted until the last quarger of

198531

Before the outbreak of the rawmaterials crisis,

Foods was operating twenty-four hourly, six day work week

at & very high production rate of about 70% of total capacity.
During the 1984 - ©85 production year for instance, walls
icecream unit employed a total of ninety-—six workers

who obtained overtime and shift aldowances., There was an
impressive increase of total sales of Foods products by
approximately 25 percent. The production output of gala
increased tremeivouslyfor about eight months. From an
average of eight thousand cartons of éala per week, production
increased to ten thousand cartons & week. 7This dramatic
increase was however precipitated by the increase in the
prices of breade Although it has not been possible to
calculate the percentage contribution of Foods to total
shares of UACN Ltd., information obtained confirmed that

the company recorded an increase of about 25 percent of

total pfofit for the year?z

In the last quarter of 1984 and early 1585 UAC.

Foods international supplies began to experience Mild straine
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The difficulties emcountered in obtaining import licences
and the corrupt practices of the import licence committee
and central Banks officials during the allocation quarter
of 1985, led to the delay in the importation of basic
ravmateeials for production activites. Foods basic raw=-
material inputs such as boneless beef, Flour and sadsage
casing were delayed in Liverpool -wharf for months. As
these are perishable gooas, extrs efiorts to preserve and
stlre them involved & lot of money and thus increased the
cost of production., witn the rawineterials squeeze Foods
was compelled to reduce its tota. proguction output by
approximately 50 percent. Capacity utildsation therefore
declined from 70 percent before. the rawmaterials squeeze
to about 40 percent in 1985. The recession did not only
affect the company's production activities but it had
an _immecadiste @ffect on demand in terms of its impact
on sonsumer's purchasing power. The total demand of
foods products declined by about 10 percent. From about
an average of eight thousand cartons of gala per week,
production decline to 100 cartons & week. Besides, this
was nece.sary to prevent wastage since Foods bakery snacks
have inherent flare for moulds, their life span cannot
exceed more than eight days§3

It is therefore not surprising that when the UACN
Chairman was commenting on the impact of the recessiony
particularly the rawmateriels crisis on divisional

performances in the 1986 financial review, he described



the y=ar as "the worst for most of the divisions"'34
Foods rccorded a reauced rate of profit from a total

of sbout 65 per cent profit to approximately 30 p=rcent
of profit on all procucts between 1985 and 1986. The
cost of some rawnaterials doubled during the year and

attempts to recover these higher costs were stroggly

resistede The price of wheat flour for examgle, - =scalzti-cC

H
w

rom K50 per bag to about M110.00, en increase cf about
120 percente Information obtainec confirmed thet the
compeny recorddd a decline of approximately 60 percent

of consumers demand between 1985 and June 1986.35 It

is in this context of a continuous downturn in industrial
activitics that food was compelled to introduce new

operations planning methods and a general policy &t

curbing wastage, idleness and fall in the rathirofit.

5¢2e3 The Rationalization Policye.

Agzinst the background of the deepeninug rawmateriaks
crisis, Foods division sought tc introduce aggressive
measures to preak even and retain its share of the markete
By late 1985 anc early 1986 when demend started declining, th
company was compelled to reduce prcduction to about 40%
of installed capacitye. This was necessary to prevent
stock-piling, wastage of ¥oods perishable comuwodities,
reduce the apparent increased operating cost anc madntain
its profit margius. There was a complete ban on shifts and
overtime which meant lesser money for workers., In addition

the company suspended expenditure on employees welfare



unit tc another, and a 'general operation' policy was
established. Tnis however uncermined specialisationg

as workers learn other specialities other than their
areas of specialisagion. When asked to coument ou the
outcome of the policy, the operations and planniug
Manager expleained that it is a cost reduction policy
wnich has effectively curped excessive cost of laboure.

To increase demand and thus sales, Foods adopted a policy
whnere-by consumers were inducea to buy by reducing 50k
off every wea t bascd satlsages between a stipulated

36

period of time. Although it was firmly stated that

foods did not retrench workersihowever)evidence obtained
confirmed that in 1984, out of a total of ninety six
workers in the wall-icecream unit only seventy five workers

were recorded in the cowpanys payrodl for the 1985/86 production

year§7 The company operations planning manager confirmed

that tnere was a total freeze on new employment38. The

current staff strength is approximately five hundred and

sixtyone.39

S5e2e4 The Local Sourcing of Rawmaterials

As we have mentioned in previous sections, the
immediate response of UAC Foods to the intensification
of the recession was to scale down the capacity utilisation,
reduce working hours, ban shifts and overtime and impose
a total freeze on new employment. However, there was one
other significant dimension of the response of capital

to the recession as evidenced by Foods &fort to develop
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Local rawmaterials and increase its local value in
production activitese.

Like other UACN's divisio.. the cowpany did not have
an indepencent research and development unit. Before the
current raw materials squeeze, Fooas depended on associated
companies within the country and tne mother companies
abroad tnrough wnich it obtained technical advise. With
the onset of the recession, especially &s international
supplies have been cut, the company was compelled to
establish a Research and Davelopméht unit to carry out
experiment into new formulatiofNs using locally produced
rawmaterials.40 It has currently financed Lintas Nigeria
Ltde) to experiment into the use of Local rawmaterials
as substitutes for 1mported-oﬂes. It is experimenting
with the discovery of the University of Ibadan into cowpeas
protein s as a substitute for wheat flour. The company
is also experimenting on the use of local sugar and Milk
solids as substitutes for imported ones. Although both
inputs have inherent problems of preservation, Foods has
invested in preservatives and storage facilities for these
1:‘a\»\mate—:rial.t:'.."l"‘l It has recently invested about N850.000

"on refkigeration and cold store equipment.42

Unlike the period before the rawmaterials erisis
when foods imported a large proportion of its packaging
through BPF and third party manufacturerSthe insensifi-

cation of the rawmaterials squeeze has compelled the company
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to further depend on small scale manufacturers of packaging
meterialse These manufacturers include, variety products
Nigeria Ltde., Debutch plastics, Fabola Associates Nigeria
Ltd., producers of lolly sticks and spoons formally
imported from UACI. It has also financed small scale
manufacturers such as ‘ripple G. Nigeria Ltd., to produce
wWrapperse 'It invested about N64,000 on machineries that
would produce those inputs formally imported from the
parent companics. The sugar inputs are obtained from

Tate Nigerian Ltdey and basita wnigeria Ltde, in Ilorin -

As a substitute for imported flavours and spices, such

as Arabic gum, Foods is currently using Local base gum

for production of meat based snacks, All Foods chemical
inputs and machinery before and during the current recession
are exglusively importeda43 The company has also developed
two new concepts, vegetable and plantain beef pies using
about 70 percent of local rawmaterials. The rawmaterials
include fpur, plantain, potatoes, carrots and beefi. The
products have been successfully consumer tested but have
not been launched and are only available during trade fairse
The UACN agro-allied industries have been the major source

of about 55% of Foods meat products.44

The significance of the general attempt of UACN as
a whole and foods division in particular to develop new
substitutes or alternatives using locally produced rawmaterials
lies in the fact that capital in general is activély seeking
solutions to the problems of rawmaterials, hitherto imported.

There have been concerted efforts by domestic and international

capital to solve the declining rate of profit and reinforce
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a conducive atmosphere for capital accumulation. As
mentioned earlier in chhpter three, the current strategy
of industries to integrate backward put in Beckman's words

t. —— ; :
¥is bullt-in in the logic of the current accumulation

45 He was able to unveil the saléent

mogel itself"w,
featued in the present activitées of capital in the
Nigerian agricultural sector. He points out that the
sudden mowWe of incustry into farming has opened up Rigerias
agricultural resources to foreign capital. Subsidiaries of
multinastional companies are integrsting tackward into
africultur@ to enable them purge back their idlc¢ cepital
into productive Ventures.46 Our argument is that although
plantation farming will increase our agricultural output
this will howeéver open another avenue for Nigeriéb'dep;ndence
on imported inputs, such as fertiliseﬁ%saeds and planting
machinese

There is no denying the fact that the process of
Local sourcing of rawmaterials will generate a much greater
level of backward and forward linkages in the economy than
existed previously. The present attitude of Unilever
towards developing an integrated national rawmaterfials
policy hes not been encouraginge As loug as profft is
maintzined even \f there are imbalances in the processes
of productioun, this multinstional corporation does not
see the need in restructuting the intrafirm division of
labour, tc incorporate the national interest and the
self reliance of Nigeria. In other wordsithe success of

such initiatéve cannot be fully re &lised when capital
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both domestic and foreign, ére mainly coricarnec with
realising profit at the lecst east Jransnationals will ouly
invest in Nigeria when they cousiger the ivigerian market

as important enovugh tc induce them to invest in ventures
that will yield future benefits and capital accumulation .
The present reality has snown that there cannot be immediate

positive results from the current efiorts of the Wigerian
industries to source local raewmaterials. This is becguss

is & loagtern

m

of sourcing for rawiaterial

t

the proces
which reguires prope .r ccocordinaticn anc incentives before
any susbsktamtial output can be achieved. Iddustries are
unrealistic to expect immediate benefits in gheir efforts
“to source local rawmaterials without impigging on their
rate of profits and investment. This is why Nigerian
industries have resported to importation whicn will further
entrench the country's depeindence on the world capitalist

market.47

8.2.5 Foods and the Structural Adjustwmeut Programme

when asked to comment on Foods view on the medium
term structuragl adjustment programme (SAP) and the introcuction
of the secondtier foreign exehange market (SFoM)q the
company's planning and development manager firmdy stated
that the company considers the programme s the most
significant event of the yearo He explained that the policy

will reduce the high import content of industrial productian
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and induce a greater utilisatio: of domestic rawmaterials,
With the introduction of SFEM and the corresponding fall
in tnhe value of the naira, Foods has been able to import
basic rawieterials but at @ very high coste In addition
the sost ©of .Local raw materials has escalated as a result
of the high import content of chemical inputs, macﬂinery
and sparepartse This has serious iwmplications for Foods
industrial production and profit realisation.

Although the company was able to maintain its total
production anc capa city utilisation at 40 percent, it
is facing hardshig in realising its cost of productione
It is currently battling with unscld stocks and has sought
to dispose of them at lower:prices to enable it realise
a relatively higher rate of profit and production coste
The demand for Foods walls icecream and meat based snacks
have continued to scale downwards. Already, the ligquidity
sgueeze in the country has peen so sever:z thzt consumers
have started readjusting their tastes for cheaper commodities e
Comimenting on the cause of the low sales of Foods products,
the company's ‘marketing Manager explained that consumers
have redirected their tastes for cheaper goods that have
similar utility. He cited the case of the increase in
softdrinks and water, which have affected the sales
of walls icecream. To induce consumers to purchase foods
products, it began to reduce a maximum of 50k on all products
within a stipulated period.48 While there is need to
pe=sUsticete  production activities a reciprocal action

is required from the consumers. The assurance of market
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and effective demand mre very important since manufacturers
can aspire to increase their capacity utilisation only if
they have no problem in selling their products,.

The current downturn in s ales and thus profit
realisation have introduced yet another dimension tO the
whole process of sourcing for local rawmaterials. As
we already mentioned in chapter three, state policies at
solyving the rawmaterials cricimtend to further heighten
the provleme The introguction of SFeM has increased bhe
naira cost of rawmaterials and other industrial inputs
wnich have served to augravate ratner than lessen the
problemes The tarfff structure complimenting imported
rawmaterials and other inputs has tended to increase
cost of production and thus increase the cost of developing
local rawmaterials. The current investment climate has also
dampened Foods efforts to develop and ;tilise domestic
rawmaterials for production activites. We should not
fail to realise that capital will always invest in ventures
that will yield profit at the least cost. Foods realisation
of immediate benefits, in terms of developing local rawmaterials
at tne least cost seems bleake A contributing factor is
that prices of locally purchased rawmaterials have increased
even when they are not affected by SFEM. This is because
the producers of these rawmaterials have to contend with
the high prices of SFEM affected commo dities which are
essential for tneir needs. Invariably foods finds it
profitable to import rawmaterials from the mother company;

UACI as those are obtained at cheaper cost than the ones



sourced locally. These include inputs such as boneless beef
sablsages casing, chemical inputs and milk solids. An expla-
nation for this is that adeanced countries have higher
levels of technology wrnich allow mass production at lower
costg49 Our argu ment therefore is that like most UACN
divisionsi Foods will soener than latter resort to the
importation of finished goods and reduce its production

procecses to enavle it maingain its rate of profit,
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CHAPTER SIX

SUNARY AND CUNCLUSION ‘
This chapter summarises cur fincings ot the current

recession &nd the problems of raw materisls, The role

and activities of UACN in tne rew materials crisis and

the meesures employed in curbing the impact of the

reccocion on her general perforuence in the Nigerian .

econémy are examined. we will examine also ithe state

policies towards the Gevelopm:>nt of on iatsgreted locezl .

rav metoricl base bor industriel productionie Alsc

exanined are some existing alternative solutiones to

the raw materials crisis., This is followed by ocur

T

prelimgnary recommendations’ for future research and

our genereal conclusions

el Summary of our findings

The purpose of this stuay has been to evaluzte

the role of UACN and its indicenous allies in the

current recession and the proklem of raw materials in

i

ncdustrial sector in particular. OGur contention

the
is that the problem of raw materials recently manifestinc
iteelf in the industrial sector is a long standing phenomenon
which shoulcd be placed within the structure of the Nigerian

economy; thet is, the way the Nigerian economy was integrated

in @ suberdinate position in the international capitalist

systeme We argued that colonial rule spear-headed the

incorporation oi the Nigerian economy into the internetional
Ca@pitalist system through the agency of 3ritich monopoly
capital ancd the colonial state. The colonial economy ‘

was made to specialise in the production of raw materials
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to feed the metropolitan industries, By establishing
the rew niaterial economy the precocloniesl mode of productdaon

was undermined and the economy wes incorporated into

[¥0

the capitalist moce 0f commocity productione 1In eif=ct,

the precapitzlist incependent process of reproduction

o
4]

destroyed to ensure that the colonial raw materizls

economy became complementary to the advanced capitelist

pis |
()

rizs 1in the west, particuler_y the bBritish politicd

m

1y 4
e

economyYe The raw materials economy wasgeared to the
external market at the expense of tne development ¢I an
integrated indigenous industrial sector that would
preccess and manufacture these raw msterials for internal
and eittrnal markets. Xt was in the interest of foreign
capital, supported by the colonial state, to discourage
the manufacture of raw materials in the colonial econopy,
The colonial resources were harnessed &and eXxploiteddor
the national development and growth of the western cconomteos
The significance of this period is that inspite
of the attempts of the colonial state and foreign
merchant firms to maintain the rule of capital, by
dissolving the precolonial mode of productiion, a corres-
ponding development of capitalist productive forces
was not @ffected in any significant degree until after
the World war II. To facilitate the raw materials
economy, however, the peasantry and wage labourers
were created. The precapitalist merchent class was

changed into intermediaries of the foreign trading

firmse. In the process of integrating the colonial economy
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into the worla capitalist system, a degree of development
took plsce. The attempt by the colonial state to provide
infrastructural facilities to aid the unhindered exploitakion
of the colonial resources by foreign capital ancd its
indigenous allies, led to the transformation of the
economy.,

This was the pattern of accumulation in the colonial
economy until the early 1940's when the emphasis chanc=d
from rew materials export, _away from commerce, toO
capitalist industrialization. The foreign trading firms
and the colonial state played a significant role in
the emergence of the industrial sector. Foreign Merchant
companies began to extricate them-selves from direct
invelvenent in the commercial activities, to invest in
industrial ventures, by establishing a manufacturing sector,

3 argaments,

Transcending the Kilby and Akeredolu Ale's
we have established that the determinant factor in Nigeria's
industrialization after the world war II, was caused by
both internal and external factors. The colonial economy
had matured, some form of capitalist accumulation led by
g§oreign capital had been reinforced. The basic pre-requisite
relevant to support capitalist manufacturéng had already
been consolidatede The emergence of a class of wage
workers, the expanding domestic market and growing
competition of companies to maintain their foct held in
the domestic market and political pressure cannot be
understated. These internal factors reinforced by the

Nigerian state which pro¥ided the infrastructural facilities

and industrial incentivess
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The point was stressed that the parent companies
of these foreign merchant firms saw the shift to productive
ventures profitable at this point and actually initiated
the changees The implications of the influx of foreign
capital in the industrial sector, the application of
capitalist fechnology in production activities, the
growth of factory workers and the assembly and processing
type of manufacturing which denied the sector an
autonomous peproducticn were outlined.
l cvidence nas snown that the syndrome of dependence
maintained doring the raw material eccnomy enforced
at colonialism was im.0sca on the WNigerian industrial
sectore At independence the industrial sector and the
Nigerian economy as & whole had matured to incorporate
manufacturing processes coﬁplementary tc the adanwanced
capitalist industriese The industries that developed
were a relica of the industries of the metropolitan
countriese The nature of production activitiesythe
production of consumer goods with relatively simple
technology and cheap labour, rather than capital goods
industries that would require a lot of capital investment
and long gestation period, formed the bane of the industrial
sector and the problem of raw materials. The effect
of this was high import content, low rate of local value
added to gross output and low levels of structural

interdependence in terms of packward integration in the

economye
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vital raw material

by the petrochemical industries
source of revenue by the state
Infact the 0il revenue rather

and develop the ihigerian economy

was used to entrench its dependence on the world markete
we showed that the reWeunue thet zcc®M c to the state

from the o0il boom was not investeo to stimulate the

Nigerian c¢conomy towards sclf and harnessinc
the domcstic raw materials for production activitié@s.
The rcle of the state and foreigyn cepital was examinéld
to bring cut how the rule of capitzl was maintained.

Althougn it is true that the oilglut of the 1980's
produced a strangulating effect on the WNigerian economy
énd the imdustrial sector in particular, the basis fbr
the crisis and problem of raw materials nhad been laid
in the structure of dependence which characterised all
procuction activities in the Nigerian economy. The
infiux of foreign capitallookiny for avenués to solve
tyio genstallseQrecession in the West and the high state
expenditure all formed the basis for the refraction
of the crisis into the Nigerian econowye

We hig%lighted the state policies at solving &he crisis,
the intpoduction of the "Economic stablisation temporary
provisions act" of April 1982, ana with it the ban on
some imported comiiodities while others were placed on
specific licence. The intpoduction of import-licence

and form M tended to stream-line importatione. These




measures, as stressed, were mainly palliatives, they
have further heightened the already recessed economy.
We arcued thet capitel, whether foreign or domestic,
and the state have not been able tc promote a sufficiently
balanced system of indust¥ial accumulstion.

wWe attempted to trace the historical evolution
of UACNy relevant to an understending of its role both
in the way that its actions contributed to the Nigerian
recession and particularly the problem of raw materizls
hasised the

ané how it is responcing to ite we em

=

o

process by which UACN came to establish a predominance
in the Nigerian economy. It contributed in undermining
and transicorming the precapitalist independent mode of
reppoduction, and integrated the Nigerian economy into
the world capialist economy. The motive behind UACN's
operations in Nigeria is profite. A peculiar characterisiic
of the company before 1940's was commerciale It operéted
as general merchant, buying and selling diéferent kinds
of merchandise within and outside the Nigerian market.

UACN is a subsidgéary of a transnational octupus -
Unilevere We outlined how it converged over the years
and how the various amalgamations paved the way for
its present form. Since its inception, it has consistently
conscolidated and entrenched its predominance in the
colonial raw material ecomomye. To facilitate its
commercial activities it created an indigenous clsass

of middle-men to enhance its predominance and exploit
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the country's natural resources. Like other foreign
trading firms UAC did not initiate any industrial
investment until after the Second world war, as’
this would negate its role in the intrafirm division
of lebour in the Unilever consortium. Although a
limited level of processing of agricultural raw materials
took place, this was geared for export. The structure

of industrial production was examinede. The industrial

€1
"
£

ocuction was mainly in consumer goods that alfeady
had a markete The indust}ial production covered a
wide field in wnhich unilever is engaged and 1is consequently
able to produce the technical knowhow anad vital raw
materials and sbgrepartso It was pointed out that
despite UAC's move into industrial production it still
exhibited its inherent charaCteristic as a trader,

We have shown that although for most of UAC's
production activities imported raw materials are used;
this does not mean, however that local rawmaterials
cannot be harnessed and utilised as substitutesSfor the
imported ouess The structure of dependence imposed
through UAC's role in the intra-firm specialisation
laid the basis for the problem of rawmaterials
faced by the cowmpany and the economy as a wholees UAC
is prone to crises anc the raw materials squeeze in particular
because of its dependence on international finanee
capital = Unilever. The oilglut and sbubsequent fomeign

exchange squeeze merely brought to lignt the .stark
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reality of the structural deficitncy of industrial
accumulation in UACN manufacturing divisions. Wwe
argued that although the collapse of the world oil
market Provided the basis for the outbreak of the
recession its roots and cause were to be found in +he
structure of dependence, the predominance of foreign
rawmaterials and other vital production inputs entrﬁgn;d
overtime from the colonial period,

The various effects of the recession and raw
materials squeeze of the industrial sector in terms
of massive retrenchment, mass closure of factories,
low capacity utilisation, inflation and falling standards
of living were extensively highlightedyas were the
responses of the Nigerian state to industrial demand
and various attempts of capital to contain the crisis
We also examined the response of UACN to the raw materials
crisis with particular refereuce to its efforgs to
integrate backwards into agriculture and also utilise
local production inputse.

.

We went further anc examined the speﬁ%ic role
of two manufacturing divisions of UACN in their efforts
to source local raw materials. The evidence suggests
over whelmiggly that these manufacturing divisions .are
actually making efforts to horness and utilise local

rawmaterizls to waintain their share of the domestic




market &nd increase thelr apparently declining rate

of profite Although these divisions were spurred to
finance and purchase from incigenous manufacturers,
this however, does not indicate a correspo..ding
increase in local value added in wroduction. We showed
that third party manufacturers &lso rely on imported
production inputs. Infact what would seem to be be

L

case is that the incigencus enter Xr'ises are reinforcing

rket and caegitel accumulgztion=

b= |
Mm
N
4]

thelr sharc of the Nigerian m
Most of the production inputs theat were supplied directly
by the mother cowpanies in curope, &rc¢ now purchase<d
internzallye. This does not mean that indigenous manufacturers
do Bot depend on external sources for their production
inputse Infact evidence hes shown that big multinatidonal
companies in Nigeria finance smallScale manufacturers
and link them up with their vericus agents in the
metropolitan countrieses

As we showed, state crisis management policies
are quite commendable in terms of their compaign far
the development of local raw materials for podduction
processes, supported by the development and completion
of key intermediate and capital goods industries dimed
at increasing an intecreated and balanced industrial
accumulation in the economy. At the policy level,
the state appeared to be unrealistic in its efforts to
pursue @n indigenous raw mater:izl source. This has
tended to reinforce our doubt as to whether the whole

efforts at integrating backwards can actually be realised.

Backman summarises this pcint firmly...
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eee”the failure to develop an indigenous local
raw materials would depend on the strudture of
interests and power and how they defined what
are mznageable 8clutions to those problems??
The point to note is that as long as the WNigerian
economy and the industrial sector is dependent on
the international finance capital for its reproduction,
an incigenous and integrated raw material source
cannct be realised independently of the fate and tie
interest of cepitel in particular. The next section
will fccus on existing slternative solutions to the

raw matericls crisis.

6e2 Existing Alternative Solutions to the raw Materials cri

The national raw materials crisis has evoked
concern and a series of recommendationsto solve ite
One of the many attempts to postulate guidelines ard
solutions to the incustrial crisis comes from a group
of Nigerian analysts.3 They argued that there is the
need for an alternative approach to the lopsided nature
of import = substitution manufacturing strategy. The
new strategy mgst provide equitably for the needs of
the masses, establish the basis of a self - sustaining
industrizglization and the maximum utilisation of our
domestic resources, Local raw materials should be
harnessed and processed for other sectors of the
economy, particularly the industrial sedtore. 1In other
words there must be a high level of integration amongst
all sectors of the economy. The iron and steel inputs,
agro-based and intermediate goods iddustries must be given

the highest priority.Although profit is the motivating

sis




- 218 -

factor behind multinational investment and cepital
investment in general, the state policies should enforcs
that Nicerian industries increase their locel value addad
in productione. They stressed the need for & more bzlzanced
ancé unified integration of &1l sectors in the Nigerian
economy incrcder to increase the intersectoral linkages,

especielly between the industrisl sno esgricultural sectorse

u

Thus they argue, will remove thc sconomy from the clutcnes

of internationsl cepitzlist system anc the structure of

depz=ndence wiilch hac cheracterised its reproduction processess
The above arguments and solutions are tenskble but

in a limited Waye. Apart from the fect that they fall within

the short to medium term perspectives, they took a purely

techﬁicist position without any regard for social relations

of productione. They &end té tell us everything an economy

snould aim at,but failed to highlight how to get theree

They failed to tell us how the Nigerian economy can rid

itself of international finance capital when the Nigerian

economy itself is dependent on international finance

capital for its reproduction. aovidence has shown that

the more capitalist accumulation process is facilitated

in the Nigerian economy, the greater is fts levels of

inteoration with and dependence on international capital,

The Nigerian économy and capital in general reproduce to

|
maintain the world capitalist economy.4
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Furthermore, there is the attempt by MAN5 to -

postulate guidelines and solutions to the industrial

crisis, particularly the problem of rawmaterizls., It

hichlichted the factors mitigating against the development

of local raw materials and outlined ways of selving the

problemse According to the interim report of the raw

materiel committee of MAN, the scope for backward integration

is severely limited in capital goods industries, suchi as
chemiecals and metal incustries, It blamed the £ailure of
industries to utilise local raw materials in this arez on
government mono&oly &nd thus emphasised need to encourage private
Capital to participate in cepital industries.6

In the atea of ggro-allied raw mateeials, some produce

such as wheat and barley are grown in temperate regions, this
does not mean that local substitutes cannot be found. The
problem of supply and demand is another limiting factor in
frustrating industries to integrate backwards into Agriculture,
To satisfy the demand of industries, MAR stressed that
farmers should be encouraged and given incentives to
spur them to increase supply and meet incustrial demands.
Third party producers should also be engouraged by incentives
to produce and supply raw materials tc manufactuters. The
land policy should be modified to enable private capital,
invest in plantat.on farming to improve the supply levele
The state should consider the cost of producing local raw
materials vis a vis the price of imported eguivalents as this
is the main factor that determines prices and profit marginse

There is also the need to provide incentives that would



attract investment into ventures that would produce local
raw materials and other intermediate inputs,

The absence of processing equipment for wany agricultural
raw materials is slsc pointed out., The state should insist
that companies establish new mills that will process local
raw materislss, The government should identify and document
locelly available raw materialses A deletion programme
should be introduced to phase out importation of raw materials
that can be produced 1oc§llyc

There is the need to enéburage third party manufacturers
to Jdmvest in projects_that will produce and supply raw
materials to the industrial sector. The various state
pelicies, such as the tariff duty and Séﬂﬂ have tended
to phase out local manufacturers in the industriel scenee
State policy guidelines should provide inaentives that would
attract investment into ventures that would produce local
raw materials and other intermediate inputs. Long term
protection should be provided for local industry and
agriculture to énanurage a more unified integration backward.
State facilities, such as, tax incentives, bamk credits,
development of storage, processing and distripution facilities
were also emphasised.

There is the need to discourage the habit of MNC's
in establishing their research and Development unit in their
parent companies in the west, cfforts must be made to
accelerate the industrialization process by encouraging
researches into locally available raw materials, so as

to find out their possible gse by industries. Research and



Development must Dbe situated ﬁn the sourcing of raw materials,
MAN ziso hichliinted the need to review the tariff
structure to incuce rrivate capital to develop anag utilise
our local raw materielse, It emphasised thet the Nigerian
economy should be liosersted from the clutches of rcreicn
dominated industrial processes and other secgors of the

economy.7

3
tn

clutions are

(8]

Altrhcuch MAN's rzecommenaations an

.

are not

n

ialldatle, thcy heve some seriocus 1inlitatiOnSe w

denying the need for an alternative approach to the lppsiaced

nature of the import substitution manufacturing strate<gy,

but any rezlistic change cannot be effective when the

economy itself is learcely dependent on internationel finance

capital. Foreign ca;pital still exerts strong influence and

determine the accumulation processes in the industrial

sector, It is predominant in terms of defining operations

and strategy in the industrial sector and will only source

local production inputs, if such initiative will be profitable,

1t cannot over look‘short-time benefits for long term

economic development that will be beneficial to the host country.8
It is not surprising that MAN's recommendations tend

to be nationalistic, in terms of blaming multinatidonal firms

for the raw materials crisis, but can MAN divest itself

of foreign transnational?, At present there is concerted

effort by MAN to expand the scope of .ocal economic activities.,

MAN itself is a class organisation geared towards protecting

the ihterests of manufacturers which though possessed dominant

domestic interests in terms of participant companies but

still has strong links with multinational corporations,
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On the issue of the importance of foreéign capital in
agriculture, questions have been raised as to how this
can be posfible without entrenching Nigeria's dependence
on imported agricultural inputsf. Besides this will
once more open up Nigeria's agricultural resources to
foreign capital. The point is that although plantation
farming will increese our &agricultural output, this will howzver
open amother avenue Ior higeria's dependence on imported
inputs such as seeds, fertilisers and planting ma'_:hiuese9
There is no denying the fact that the process of local
sourcing of raw materials uillgenerate a much greater level
of backward and forward linkages in the economy than existed
previously but the success of such inttiative cannot be fully
realised when capital, both foreign and domestic, is mainly
concerned wWith realising profit at the least cost. The
present reality has shown that there cannot be an immediate
postiive result fqom the curren£ efforts of the Nigerian
industries to source local raw materials. This is because
the process of sour¢ing is a loug term investment which
requires proper coordination, planni.g and incenti?es before
any substantial output can be acnieved. Capital must forgo
its immediate interest and have a longer term perspective

In the same token, how to unshackie the Nigerian
economy from the so called clutches of foreign capital
was not explained by MAN. #As long as the economy, is
tied to foreign capital, the more it will be dependent
on the international capitalist system. In the light of this

therefore, theé prospect of navins an integrated laml raw



materials source for:yroduction activities seeus very
remote, The intrafirm division of labour is a decisive
factor « %‘here is the necd for a complete reorganisation 9%
MNC's vertical integemtion strategies which characterised
their opgprations all over the world., # complete redistribution
of production activities that will benefit the Nigekian

economy is requiredybut the constraint is the extent to

which any major incdustrizl transformation can occur without
mzjor changes in the structure of vested interesbsand power

relations.io

Another attempt at propounding alterriative recommendation
for the problem of raw matcrials experienced by the industrial

- A

sector and the Nigerian economy was made by Hus.sani Mohammed ™~

of the Northern Nigeria cdevelopment company, Ltde, Kadunz =
He attributed the ;aw materi;ls crisis to migeria dependence
on imported raw materials, He blamed the deliberate eif orts
of incustries to uncermine local raw materials for production
activitgées, He therefore concluded that the state must effect
structur al change that will actualise the availability

of domestic raw materials for the Nigerian industries.

How this could be attained was not outlined. He also

forgot that interests mattered in the success of such
initiative., Ih as much as we recomise that local resouces
must be utilised, the presess of - attaininc this goal

cannot be isolated from the principel adtors in tne industrial
sector and the Wigerian economy as a whole. Capital, both

foreign and dowmestic, and the inigerian state must have a

longer term, perspective in terws of developing an
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intergrated local raw materials source. At present, the
actors are largely short-sighted and are more concerned
with short term profit as against longer term benefits
for the national economye

12 the

The recocuusiendations given by Mukhtar Ahmed,
Managing Director ICON Ltde, at the DIN finance seminar
in Kano, to solve the problem of raw materials are quite
pladsible and reslistice He argued that future development
of our industrisl sector must adcress the basic issue of
creating effective linkasges within the WNigerian econOmy.
Governwent wust complete the petrochemical industry and
diversify the iron and stell i.gustry to produce other
raw materjal inputs, such as flatsheets and other inputs
for the engéneering iudustry; Couwuending the introduction
of SFaM in terms of inducing industrialists to intensify
their Bearch for local substitutes, he however maintains
that the Nigerian tariff structure should be such that
in the short—run government will relax the restrictions.on
the imported raw waterizls so as toenadle local industries
to maintain reasonable levels, of )production, In the long-
run, industries should be given realistic deadlines within
which local substitutes should be found., Although, Ahmed
commends the states' efforts in introducing SFEM, he has
however falled to realise that SFuM itself was set up
facilitate a conducive atmosphere for capital to repatriate

their eccumulated capitzl abroad. There is ingreased



concentgation of capitzl in Nigeria, Small scale wmanufacturers

iy

are further squeezed cut of the accumulation processes in the
industrial sector. The develuation of naira coupled with
the tariff system have compelled manufacturers to import

finished manufactured cococs., The high cost of production

has forced many 1ncustries to close cowne

wn

6.3 Conclucing rRemerk

This study set cut to investl_zte the role of UACHK

and its indicenous zllies i.. the current recession and the
problem of raw matericls in the inagustricl sector and the
Nigerian- economy as & wholee. #vidence has shown overwhelmindy
that UACN and its indigenous allies, its parent companics
avroad, the Nigerian state and capital in general have
contributed tremendously to the structural deficiencges

in the production processes of the Nigerian industrisal

sector under the import substitution strategy of capitalist
industrialization. From our findings one can conclude that

a meaningful national raw materials source can be attsined
only if indigenous and foreign capitalist interests are
re—&éfined and the principzal actors in the reproduction
processes have longer term perspectives to put forward

such initiative, This shoula aim at advancing the

economic development of the Nigerian economy and & more

balanced industrisl accumulation process for capitalist

interest in genecrale.
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Since the study was undertaken in the light of the
crisis of capitalist szccumulation as it relates to the
problem of raw materizls the abcocve solutions are aimed
at selving the proklem of cepital accumulation in the
ingustrial sector &nd the Nigerian economy as a wholes
It however leaves the problem of capitalist exploitation
of the masses unattended to. wvidence has smown that
the cepacity of the stete to enforce controls has been
extremely weak anc meny inaustries o not feel compelled
to scurce the way thc stete wants it. The problem of
retrenchment, unemployement, falling stendardeof living
are bound to persist.

It is in the context of the detericrating conditions
©f workers and the masses as a whole tnat we would stress
the need for workers &n the industrial sector and the
peasant producers to strive and push forward the need for g,.
national raw matefials sourcee Nigerian workers should
take the initistive themselves to enforce that local value
added in production'ig increased. Y{heir inability to spumr
their employers to look inwards would'lead to more
unemplgyment andretrenchmente.

The long term strategy would be & mass based political
education, the forging of broad alliances among workers
from various industries, the peasantry and other classes
who have been seriously aifected by the problem of raw
materials. They will eleviate their grievanceSOn‘a
political level, take over factories anc transform the
Nigerian economy along socialist lines and call for

fundamental changes, that would cater for the needs of

the masses, wway from cppitalist exploitation ‘and rule

of ceapital in gencrale
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APPENDIX 11

RoLoVANT LARS AND RoGULATIONS COVoRING INDUSTRIAL ACTIVITIoS

IN NIGarlAs

The following arc the laws and regulations related to
incustrial development in Nigeria.

1e Customs and =xcise Management act 1958, No, 55 of 1558.

2o Customs (Drawbazck) Kegul'ations Legal Notice, No 70 of 195¢-°

3. Customs Duties (Dumped and subsidized Goods) Act No 9 of 1958
- Income Tax Management Act 1561, No, 271 »

Se Factories Act Cepe. 66

€. National Provident Fond act 1961, No. 20 »

7. workmen's Compensation Act, Cap 222.

8. Merchandise Marks Act Cape. 117 o

S¢ Registration of busine;s Names Act 1961 No 17 -

10. Trademagks Act 1965, No. 29 =

11, Immigration Act 1563, No. 6 *

12 woxchange control Act 1962, No 16

13. Companies Act Noe. 15 of 1968 *

14. Patents and Desicns Act 1970, Noo 6 -

15 Industrial inspectorate Act 1970, nNO 53 -

16. Industifial Development (income Tax) Act 1971, No 22 .
17. Nigerian standards organkzation Act 1971, No. 56 ¢
18. 1Industrial Training Fund Act 1971, No 47 -

19. Wages Boards and Industrial Council Act 1973 No 1 -

20. Natiorjal Bank for commerce and industry Act 1973, No 22 -

21c Trade |Union aAct 1973, No 31 -
22, cxcise Tariff (Consolidation) Act 1973, No. 7 -

23« Custons Tariff (Consclidation) Act 1973, No 6 -°

24, Labour Act 1974, No. 21



35.

36

37/
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Trade Disputes Act 1976, No. 7,
Trade Disputes cssential Services Act 1976, No. 23e
Nigerian =xport Promotion Council Act 1976, NO 26

Nigerian Enterprises Promotion Act 1977, No. 3¢

Productivity, Frices and incomes Board Act 1577, Noe. 30

Preshipment inspection of Imports Act 1978 No. 36«
Companies Income Tax 19729, No 28e

Industrial promotion Act 1979, wo 40,

Import Prohibitién Order LeNe. 10 of 197%.

National Office of Industrial property fct 1979 No.
Security and dxcnahge Commisg&ion Act 1979 No 71 .

The clectricity (Private Licences) Regulaticns 1965,
LN 76

Bankruptcy Act 1979, No. 16+

70,
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The interviews listed below refer only to those

that heve been specifically cited in this study.

Date. o Interviewee.
4 Februasry, 1987 UACN Public Xelations Adviser
& February, 1987 o UACN Foods operstio.s Plannl.g
Managers
Sc.rebruary, 1987 Acde Seward, Oregun,
10+ Febgpuary, 1987 UAC Foods General production
. Man agsle
15« Fecrusary, 1987 Bordpek Premier Packagli.g

Nigeria Ltd.
16, Fefbruary, 1987 A.d. Savard Development Manager
13 April, 1%&7 UACN Agronomiste -

15+ Aprdl, 197 VACE Public relations Adviser
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24 July,fi9a? o Director of Researdh, FManufascturers

Assocliaticn of Nigeriac
18 Ssptemper, Aede Seward Marketing lanzgere

Z1c Septambur, 1987 UAC Foods Cperations Plaaning

Menacer



