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ABSTRACT

Export Financing is not new to Nigeria. Prior the establishnent

of the NEXIM Bank, the N geria Export pronotion Council (NEPC),
t he di sbanded marketing Boards handled the promotion of mainly
Agricul tural products. Wth the discovery of OIl, and its
subsequent exportation, the nation's export posture shifted from
the exportation of Agricultural products and other forns of

mnerals to oil al one.

Due to decline in the price of oil, the adverse effect it has on
the econony becane a sudden fall in foreign exchange base of the
nati on.

In order to redress this serious situation, the Federal mlitary
Governnent pronulgated in 1986 the export incentive and m scel-
| aneors provision Decree which enunerated a nunber of incentives
to be provided by the NEPC and other agencies of Governnent. The
decree with its incentives serve as a spring board to which
I ndividuals and corporate entities could export to earn the
needed foreign exchange for the nation.

The study attenpts to look at the structure, functions and
objectives and the problens facing the export sector and the
sol utions.

As sources of data collection, both primary and secondary net hods
were used. Publications semnar papers and texts books were
mainly the source of secondary data while questionnaires,
interview and verbal discussion were used as primary sources to

obtain pertinent information



in 1988, the enabling Decree - the N gerian Export credit
GQuarantees Insurance Corporation Decree No 15 of 1988 was
promul gated and its pioneer board inaugurated in Novenber 1990.
The organi sati on commenced operation in January 1991.

The Decree was repeated by the Governnent and provided for
establ i shment of NEXI M Bank

After series of operational and technical studies were
conduct ed, NEXI M Bank energed by Decree 38, 1991.

The services rendered by the NEXIM Bank towards export financing
and pronotion in N geria were stressed and all the necessary
procedures and docunents required by an exporter to go into the

export busi ness.
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CHAPTER ONE

474804

General Introductions

The Nigerian econcmy has been experiencing = downward
trend in ite developmental patterns since the beginning of the
19808. This is in sharp contrast with the impresaive eccononmic
growth of the Country during the 1970s. Up to now, Kigeriasn has
beern & one product bessed eccnomy in respect of exports. Our
dependence on 0il was 80 great that when ecomomic crises come we
had no fall back position. In addition, with recent development
of slternative sources of snergy, theres is no guarantee that oil

will occupy the pride of place in the next contury.1
In view of the economic downturn over the past decade, we

have now recognised the role non~oil exports can play in
diversifying the foreign exchange and revenue hase of the nation
as well relieving pressures cn the balance of payments. Thus,
promoticn of exports, psrticularly non-cil exports, has been one
of the major objectives of Structural Adjustment Prograums (SAP).
Having reslised the importance of export sctivity, the Federsl
Government of Nigeria hes sipnce independence played anm active
role in providing financial assistance for the export sector amd
more importantly fof those producing export commodities.

The Central Bank of Kigeria Act of 1958 as amended in
~ Decyree No 32 of 1969 and Decree No. 3 of 1970 axplicitly
empovwered CBN to purchase, sell, di-couqt and rediscount bills of
exchange and promisaory notes for the purpose of fipnancing
seasonal agricultursl operstions as well as the marketing of crops
both internally and externally. The Ack also allewed it to

grant advences for f{ixed periods net  exceeding one ysar against

1. The Nigerien Banker: Journal of the (18§. (1993) April-June

Page 5.
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various acceptable. Securities which included warehouse warrants or
their equivalents in respect of stable commodities or other goods
duly insured. These functicons were provided through the Nigerian
FProduce Marketing Boards snd the various regional marketing Board,
untill 1977 when the Federal Goveernment through Decree Ko 2%of

of 1977 establisbed seven (7) commodity Beards in an attempt teo
stresamline the activities of the various regional marketing

Boards slong the lines of development sand marketing of the major
export items. Articles 5, section 1 of the this Decree made
explicit reference to the boards exclusive responsibility for

any commodity (which included processed and semi-processed
commodities) meant for export trade. Article 10 of the same
Decree also empowered the CBN {to the exclusion of any other

Bank) TO grant advances for the purchasing and merketing
operations of the Boards.

Although the idea about establishment of the Nigerian Export
Credit Guarantee and Insurance Cooporationwas first conceived
under the first National Development Plan a8 &n export credit
Agency whese main activity was to undertake insurance of
Nigeria's export crops, it not untill 1977, when the Federal
Government designed the CBN as the lead Institution to establish
the organisation based on its experience in establishing and
menegine @ related scheme & the Agricultural Credit Guarantee
scheme, Between 1979 « 1984, series of .operational and
technical studies were conducted from which the Federal Government
decided on the establishment of an EXIM Bank rather than a pure
risk menagement agency.

In.line with its structural Adjustment Programme whiCh

emphagised a policy deregulation, the Federal Government of

Nigeria



in 1926 promulgated the Export incentives and Miscellansous
Provisions Decree which enumerated a nuaber of incentives

to be provided by the Nigerian Export Promotiom Council (NEPC)
and other agencies of Government. The Decree mandated the

CBN as one of the agencies of the government to provide a re-
discounting facility on short-term bills for exporters as provided
for in the Central Bank of Nigeria Act of 1967. The CBN was
also required to establish the Nigerim Export Credit Guarantee
and ipsurance corpor -tion to provide Export Credit Guarantees
end Insurance to protect exporters against risks inherent in
export business. In 1988, the enabling Decree - The Nigerian
Export Credit and Insurasnce Corp. Decree No. 15 of 1988 was
promulgsted and its pioneer board inaugurated in Noveumber 1990,
The organisation commenced operation in Jaruary 1991. In 1991
the Government repested the Nigerian Export Credit Guarsantee

and insurance corporation Decree 1922 snd provided for the
establishment of the Nigerian Export - Import Bank (hereinafter
referred to as NEXI#¥) NEXIM was established by Decree No 38 of
1991. The initial Authorised share Cspital was set at N500
million divided in five willion sharee of N1 each apnd it is

bheld equally by the Goverpment of the Federation and the Central
Bank of Nigeria.” The Central Bank of Nigeriz and the Federal
Minietry of Finance have since gsubscribed to and psid in full the

amount of their shares, i.e. 250 million each.

1.2 STATEMERT OF THE PROBLEM

The Nigerian Export - Import Bank (NEXIM) was established
by the federal government e3 one of the measures to correct

the balance of payment problem facing the Country and to diversify

the country‘'s export tase, ————




The question is, to what extent have the Nigerisn Export-
Inport Bank (NEXIM) try to pursue its aiums and objectives as
stated under Decree Ko 2R of 19917 And how has it address it-
self to the export incentive Decree (Decree 18, &f 1986)2
What are the obtescles faced by the Bank in pursuing her objectives?

Generally, it is a known fact that Exporting or Export wmark-
eting was never given a thought by almost all management in
NMigerian companies., They only depend on importation of goods.

The neglect of this area of marketing by virtually all companies
in the non-0il sector of the economy was as a result of the
abundant free flow of foreign exchange generated by oil. With
the fall in our foreign exchange base and the realization that
unless we diversify from our over dependence in o0il and importa-
tion, our survival as a nation would be at thresnhold of western
ecoromies, The present military Administration, realising this
fact embarked or intensive and extensive drive to encourage
Nigerian firzs to Export and to prove its seriousness, the

19R6 Export incentiwe Decree was promulgated.

This Decree paved the way for Nigerian firams of cowpanies
to think about exporting for survival and tco utilize the incentive
as contained inithe decree for their benefit. This incentive
led to a rush into the unknown field of exporting, wmisconcepting
the general notion about what exporting is sas opposed to what it
should be. While some companies see exporting as 2 means of in-
creasing their foreigr exchange base required for purchasing their
needed raw naterials and spare parts, others see it as following
what other firms are doing in order %o be seen as complying with
the call by the federal government.. Most of these companies never
for once sat and thought about this specialised area of marketing

before embarking on it.



Unforturately, the small and medium wanufacturers
including individusl producers who should benefit from the
activities of these institutions (Like the Nigerian Export
Promotion Council established by Decree 18, of -19926,the
Nigerien Export Processing Zone Autbority established by
Decree 19 and the NEXI¥ established by Decree 38 of 1991)
to finance their export trade are often not beneficiaries of
these policies as they sre often expected to meet very stringent
conditions before enjoying the services of these sapecialized
institutions.

This, therefore, means that the problem of Institutional
Financing of export is not with the policies designed but
rather with the implementation of these pclicies by institutions
concerned. It i§ with such problems that this project stteupt
to find solutions to by establishing the effectiveness of these
institutions in financing Export and Import.

1.3 PURFOSE OF THE STUDY

Broadly, the purpose of this study is tc exawine the financ-
ing activities of Nigerian Export - Iauport Bank towards the
Fromotion of exports, particulerly non-oil exports in diversifying
the foreign exchange and revenue base of the nation.

Specifically, however, the study intends to achieve the following
purpose
1. To examine carefully the role of (NEXIM) Nigerian Export-
Import Bank and determine the coupliance or ctherwise of
the Bank with the gosls s spelt out by the Decree establish~
ing it. The strategies adopted by the Bank in financipg Export-

Izport trade in Nigeria.



2. Describing very clearly what export financing is all about,
at the saue tiue highlighting the various types of export snd
import finencing available in this institution. Thse various
categories of exporters and iwmporters, their mode of operations
receiv ing payments and essocisted risks would also be clearly
defined,

3. To bring into focus the various methods of project appraisal
for financing.

4. To highlight some of the probleus be seting the NEXIi.

5. To give any suggestions andfor recommendations where

necessary towards improving the operations of the bank.

1.4 SIGNIFICANCE CF THE STUDY

This research work is useful not only to prospective Exporters
-Importers, but also, the government, the baok itself and students.
Export promotion since the promulgation of 1986 Export incentive
Decree has been the subject matter in virtually all business and
academic circles includine the medism.

The business circle zre attempting to see the extent te which
their various products could be exported in order to earn the much
neeeded foreign exchange for their use and the nztion at large.

The academic circles have embarked on ways of ensuring that
sufficient input is provided to the business environment. This
ipput have been in the form of escademic teaching ~ provision
of manpower with the required kvowledge sbout exporting or deve-
lopment of products that could be exported.

Unfortunately, this two important elements in the crusade for
development of our non-o0il export, have been opersting on a
different continuum: The business organisations have been oper-

ating without the inputs from the scademiciens and vice-versa.



Most bocks or literature on export proaotion or exporting are rather
too theo retical while @05t exporting organisation have embarked on
exportine on trial and error basis, without first understanding
necessary resesrch work required for successful entry and capital-
isation in a foreign market.

This research is an atteapt to bridge the gab that exist between
both the acadeaicians and the business organisations, by providing
that link that would ensure successful export activities. The study
would atteapt to provide business organisations (mapagement) some
of the pre-requisite for successful exporting operations.

Finally, this study would serve as a basis for ' further study
in many industries and companies, thereby providing yet ancther
contribution to the general upliftment in the way Nigerian cowpanies
have approached exporting and iamporting following the Nigerian Expart
credit and insurance corporation Decree No 15 of 1988,

1.5 THE SCOFE CF THE STUDY

In the literature review, the study focuses maiply on the rr
trends of Export and Iwpoert trade Interpationally. The direct in-
vestment abroad, the activities of multinatiocnal Companies and
foreign trade and the implicetions of foreign trade for Baunking.
The Institutional set up and tools used in financing foreign trade.
The main focus of the study is on the riple of the Nigerian Export
Import Bapk in Project financing. Only a brief mention is made
on other institutions set up by the government to promote export
trade, The study covers the operation of the bank (NEXIM) from
1881 to 1993.

1.6 FLAN OF THE STUDY

The study is divided into six parts. The first chapter discusses
sbout the general introduction, the need for export fimancing in a

given economy, the downturn of the econony over the past decade
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and the recegnition of the role noneoil exports play in

diversifying the foreign exchange and revenue base of the nation
&5 well as receiving pressures on the balsnce of payments. It
further discusses the Federal Government of Kjygeria roles in
providiag fimancial assistance fer the export sector and more
importantly for those pro@ucing export commodities. The various
decrees enucted, different marketing boards, the establishment
of the Nigerian Export credit Guarantee and insura nce
corporatiog , the Nigerian Export Promotion council and the
establishment of Nigerian Export-Import Bank (NEXIM).

The second chapter discusses the literature review. The
trends of export and import trade, direct foreign investment,
the multinational Companies and foreign trade and Implications
of foreign trade for banking. The chapter also focuses on the
ways (U.S.) United States investors had dominated International
financial markets as both lenders and borrowers, with a modest
net capital outflow in most years. The chapter further explains
over-seas private investment corporation and International
Institutions- set up.

Chapter three is the research methodology, which explains
the methods of collecting data for this study. It explains the
strategy the researcher used to obtain information for the study,
Phe Quetionaire given to some senior staffs of NEXIM and the
individuals exporters and importers. The personal interview

and su vey of some companies that deal in exporting goods.

The fourth chapter discusses the Evolution of Nigerian

Export-Import Bank (NEXIM) end its structure. The foramation
of NEXIM, the objéctives, ownership and capital structure, their

furetions and the orgsnisationzl structure.
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Chepter fj ve explains the financial policies of NEXIM,.
the stapdard conditions for obtaining loans, nethed of applying,
the export and import procedures, the appraisal process, legal

documentation, snd aethod of funds disbursement.

Pinally, the last chapter sumamari ses the whole study, provides

the conclugiom, the problems faced by the researcher and the

reconnendations.



-10-

"CHATTER TwC: LITERATURE REVIEW.

2.1 INTRCDUCTICN:

The financing of trade requires enormous amount of capital
in the form of various types of loans and advarces, as well as
such other financiaml services as guarantees and letter of credit
Also needed are a8 host of specizslized or techical services for
making International psyments,finding new amarkets, deterasining
the reputetion and financial strength of potential suppliers
gand customers, etc.

The vast resources required-both financial and human=-
can be found in a veriety of Institutions that specialize in
supplying the types of services needed. To marshall capital
for the financing of trade requires organizations which have
sufficient strengkh spnd repute so that depositors and investors
are willing to emtrusttheir wmorey to thew. The techrmical skills
of fingncing trade alsc require many highly trained and expe-
rience people.3

A knowledge of the Imnstitutions which make important
contributions to the financing of trade and related services
is vitsl for international merchants and investors. The rapid
growth in international trade snd investment during the last
two decades has caused significant changes in institutions and
their services. The most important imstitutions that provide
services for international:trade andlifivestment ere commercial
banks.

Even though banks enjoy 8 ceuntral position in the financing
of trade, they cannot do everything., It would. therefore,
turn to bther institutions which specialize in secured lending

suchh as factors and finance companies.

3o Lxpert - Import Finsncing; & mracticsl Guide; By bhidisis
W, SCEVETLEHN.  (1982) fnril Pacae, 4
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To reduce soxme of the risks inherent in foreign
trade, exporters may wish to insure the payment of
their foreign accounts receivable through the Foreign
Credit Insurance Associaticn. Such Insurance also
often makes bank financing easier to obtain,

2.2 TREXDS OF EXFQRT AND IMPCORT TRADE

Changes in the banking structure and in the method
of financing trade and foreign investaent do not happen
in ® vacuum. Rather, the Institutional set up which
emerges is determined by underlying economic and politi-
cal forces. Similarly, functions performed as well as
vehicles used by finuncial Institutions depend on the needs
of consumers,business, and governments.u

The Institutional setup and tools used in financing
foreign trade have evolved over the years based cn -
underlying business, trade and investument trends.
Therefore to gain a perspective on modern financing
needs, it is useiul to look at some of the recent
developments in world trade, investment, and the growth
of multinational coupanies. Later in the chapter we
shall .then be in & position to discuss some of the recent
trends in the banking industry itself.

2.24 TRADE - - 474801

During the last 25 years the World has experienced
an enormous incresse in trade between pations. The
dowaward wovement caused by the depression of the

19305 was dramatically reversed shortly after World

war II1.

L., Export - Imrort Financing; A Practical Guide; By
GeEmnAns o, 3laviieon. (1002) 2Zpril; Page. 3
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2.22 VCLUiL

Tetal World experte at current pricec increased frou
51 billion Dollare in 1947 tc Z7C billion Dollarc in 1972,
representing 2 cozapcunded annual growth of ovver © percent.
This increace in trade was substantially greater than
growth c¢f world producticn. Over a similar period, for
instaence, World production of priusry prcductc incressed
only 2.5 percent per year while production of manufactured
articles increzsed by about 5.° percent per year. The

iapetus to this expansicn in World trade came from a

variety of fecrces.

\ S ——
:.’-7 Mol e @ 91 S 0a IS G i 4’” L’BR#”Y
o - -_""'""——-—.._____-

30°M 1B
- —nnC‘vr* 'ﬂ"\?!'\‘ﬁ"r‘!ﬂ’ &4

here were the needc of western Europe and
vapan for rebuilding their shattered econocmies. It was
elearly & cellers' amarket and any amcunt of consuumer goods,
rew materisls, and capital goods that the United States
could supply found a ready cutlet. The U.S. balance of

trade in those deys was luaensely favourable, and re-
o

~J

sulted in s revere, Worldwide dcllar shortage. 1In 1947,
for instonce, the United Statec exported 15.4 .pillion Dollars
worth of goode representing 20 percernt of tectsl world
exports. During the came year the United ostates izporved
5.5 billion worth of goods rerresenting only 11.5 percent
of World iudports.

By 1991 this picture hsé changed cignificantly. U.Se
exports at current prices auounted to 149.° billion Dollars

or only 53.3 percent ¢of the world total. In tue saue year

. internaticnal lMonetsry Funds Ststistics.



U.B. dwpourte amounted to 159 billion or 52.7
per-ent of the World total.6

The maccive net sxport during the reconstruct-
ion years were fincnced prizerily thrcueh & coub-
ination of grants and governunent credits, with a
relatively small rcle played by cowmercial banks
and other private =curces,

2.2 RON-U.5. EXPOHTERS

4

Gradually the industries of Buropean countries
and Japcn recovered. Domestic production started

to replmce iteas which previously bad Lo Le iBported.

As Cdomestic demand became more satisfied, European

and Japanese corpanies started to become competitive
in world narkets, thereby adding anotber dimens.cp to
world trade. BDetween 1972 and 1394, for instance, the
quantity of kuropean exports insreased at a coapounded
rate of 1% per year. Japan's expprts over the asame
period increased at an iapr.oswive rate of over 22%

per yearly

2.25 INCKeASED AZILITY TC IiMHORT
The reconstruction of Buropean and Japam 4id noc,
however, decrease World dewmand for U.5. geoods and
cervices. Jo the centrary, as countries because uore
prosperous the dollar shortage was allevisted.. This,

in turn, allowed gradual elimination of import and

6. Internatvionsl lMonectary Funds Statistics.
7, Ibid.
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foreigr exctonge r-strictions. In the latc 1950's
a number of important currencies becaue convertible.

Tad £f and gquote restrictices were slsc graduslly
reuuced through multilateral and bilateral bargeining.

The fuediing o7 increasiagly wodern industries re-
quired more &nd @ore industial gocds énd raw waterials
inported frow the United States and other parts of the
world. At the same tiue, & higher devree ¢f prosgerity
both in the United Stales and abroad strengthened the
demand for lapc~ted luxury goods, thus {urther increac-
ing trale. The growtu eI iuports into ku lpeen anc
Japan during the 1992-1991 pericd was alamost ec draxatic
ac the growth of exports indiceted earlier.

Qad

.  EXPORT INCENTIVES

Jeny countrice, in au endeaver to stimulste exports.
have offered & nuwber of ircentives. Moct inductrislired
countries, for inctence, have gows Xind of a governuent-
subsidized scheae %o provide low co:tt export finencing
and/or governuent zuzrontees frca cowiercial credit
and peliticel ricikes connected with exporting. ooue
countries, psrticulerly the less develovoed onec, ofler
special incentives for investors who wisa to 2et up
factories thet will turn out export-incentive products.
Tax rebstes for goouds that are exported way alco be
obtained in & nuuber of localities.

In the United btatec, the wovernient nacs recently
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intensified its ef crt: to stisulate exycrts. New
finoncing sné zuarentes progrzaz have been wade

available throuza the pxport-Iaport Zank anc the

foreign Credit Insurcnce Ascsociation. Additionelly,
the Depsrtuent ol lJounerce provices a wealth of

inforazticn to U.S. co.panies wiching to enter
foreien wsrkete.

A recent U.S. tax law, the kevenue Act of 1971,
peraits the establichuent of Douestic Internationel
Seles Corporations (DIsu's). Under this law, coupanies
are peraitted to cet up wholly owned subsidiariecz for
the purpose of experting U.9. g0ooc: and services. A
DIoC enjoys 2 tex mdvantage in thet it way defer the

payaent of U.S. ccrporzate incowe taxes on one-~half of

H

itc net earnings. Cnce profits are distributed to the
DI3C's parent, nouruzl inccue taxes have to pe paid,
Since distribution of profite way, however, oe delsyea
aluoct indefinitely, substantisl cash flow advantzes

day accrue ogver the years.

what 1% takes to gualify as s DISC, asxiauxz profits

which way be accusulsted in DISC's &s a result of
intercoupany pricing policies, the waking of loans by

tne DISC to the parent, and siailsr satters. Inforamation
iz available frou the Depert. ent of Coummerce, the De-=

partamert cf Internal Revenue, commercial banks, and
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accounting 1irmne concerrning these rezulscions.

In additicns to the velume zrowth, there hss
also veen a gubstenti:sl cusnre in the nature of the
gocds traded.

Traditional ratterns:; Before industrislization was as

acvanced as it is today, wucn trade wss in agricultural
coauaodities and otuer rav @materisls, as well ac in souwe
asanufactured goods. It is well known, for instance, that
Encland tradition:-1lly iwmportc rew usateriele, rg well as

a substantial proportion of its food supplies. It exoorts,
in turn, wanufactured goods wnick ere turned out oy itc
capital intensive econcuy. The United otates, v2ing
relatively rich in lan¢, has nlways been an iuapcertant
expoeter of eericultural cozaodities. COnly relatively
recently in its history hasg it 21lc¢ decouse 3 signifi-

cant exporter of wsachirery and high technclogy items.

o

Couwparative Growth Ratecs: Broadly speakinz, trediticn-

al trading petternc e£till exist, but at & wuch expanded
ecale. There have, however, been a nuanber of significant
changes in accent which asaake today's trade flowe guite
different froa what they were before or just after World
war II.B World exports of cheaicale, machinery, other
ranufactured producte, and fuels grew significantly
faster thet avera~e. Export growth in fcod prolucts

and raw materials exclucive of fuels in contrast grew

csubstantially less than average,

Tixe

8. Exvort - Import Financings; A Practicsal Guide ; Dy
l._;i’.':“‘.,".}’:“HD .-\'-. SC‘"F] LDER ( 40(};‘,‘1\ Arri 1 :T‘ﬂ."p. i
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Specific Growta Areas: faxing the sbove-uentione

el

oroad trends 8s 3 peint of reference, it aasy oe useful
to loox at come specific growth areas whica aave ederged
an aight continue to ~s:sert themselves in the future.
The iumplications wnicn tnese trerds nave frouw a firnanc-
inT point of wview will then ove discucsea in g later
section.

LUXURY GCODs As individual eccncagies were rebailt

in the post World war II era, they becaue acre self-
sufficient in bacic consumer goods, £& well as in

some agriculbural coamcaities whien previously nad

to ve izporvea. Loc«l coupsnies anu loreign branches
ena suvsidiaries of U.S. firms started to produce

gocde which previously had to oe imported or were

not evailadie 8t &ll., The obgaining of self-suificienty
in souwe areas freed funds for the 1upeortstion of new
types ©of goods. &S per-capita incowe increased and acs
trzce =nd exchanse 1e:strictions were liberslized, in-
dividuzls were able to puy iaported luxuries which

they could not aftford previously.

HIGH TECENCICZY CAPITAL OCDS: Ip addition to luxury

consuaer goods, advanced inductrisl econcuies also
generete a read for a wyriad of scphisticated machinery
equipsent, replacexzent, parts coumputers, electronic
devices, etc., for vhich no narket existed in siapler

tizes. Countries wishing to expedite their industrial

gevelcpuent ere increasingly rescptinz to the iaportdtion
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of whole industrial plants, The sccialist countries
of Eastern Europe, including the U.5.5.R., are especi~
ally becowing more interested in buying industrial
plants to enable local production of wore consumer
goods for local consunption. Additionzlly, as more
Aomrists and busipesamen travelled, 2 greater need
developed for trapsportation equipment. Ferhaps the
nost sigpificant item in this category has been the
airplane. Other equipment, however, such as cars,
rolling stock, and locomotives is also important.
World exports of wmachipnery and other manufzctures
have, therefore, shown iupressive growth rates over
the past two and one-hslf decades.

HAW MAPERTIALS: Developed industy¥isl countries do not

need only machinery and equipment for their factories.

For the various industires to operate there is also a
demand for. an enormous quantity of raw material, Just

to keep the machines runnipmg has required an increasing
quaktity of petroleuam, ursniuam, coal, amd other fuels.
Large supplies of such raw materials as iron ore, bauxite,
chemicals, cotton, apnd wany others are nacded in ever-~
increasing amounts. Hence, there has been plenty of room

. for raw material producers -~ particularly the developing
coumtries - to increase their exports, The export of fuels
has shown an especially dramatic growth. Other raw uwater-
ials, however, reflect a slower rate of increase. This

is prebably due in part %o the téndency by seume developing
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countries to start pascing their raw materials through
one or more stages of processing or manufacturing before
they are exported.

KNOW-HOW: Know-how may be sold as part of a larger
project, such as a8 turn key plant or the export of mana~
gement and technical talents which tzkes place when
companies get up foreign subsidiaries. Xnow-how may,
however, also be sold in its own right, Im this case
the buyer receives patent rights, blueprints, and
3peci£§cations. Buying the necessary aachinery and
equipment and assémbling it infto a viable factory is

his own responsibility. 1In recent years more and acre
internationel trade is carried on with such basic know-
how. The buyer receives something that it would take
him several years and enormous expenditure toe develop

by himself. The seller, on the cother hand, cap market
something (usually at attractive prices) which he already
has available and can put ftogether with very little out-
of-pocket expenditure.

2+2o Needs of Developing Countries: The need for soph-

isticated capital goods and know-how is wost severe in
today's developing countries. Many are trying to build

up their infrastructure and basic industries, while at

the same tisme also providipg for the domestic production

of some consumer goods to meet growing aspirations of

their people. Since developing countries have only a
limited supply of foreign exchange available, they usually

try to limit the importation of non-essemtiel consuaer goods.
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There is, however, an insatiable demand for industrial
machinery, equipument, ard entire incdustrial plants.
Indeed, the quentity imported into & particulsr country
is limited only by the foreign exchange which can be

generated from exports and hard currency borrowings.

2.29 Direction ef Trade: Trade cap never be a one-way
street for a prolonged period of tiwe. JIabalsnces may
exist for several years and can be counterbalanced by
drawing down reserves and borrowing abroad. Soomer

or later, however, these imbalanced have to be corrected
Fellowing World War II, the United States was clearly

the world's principal exporter. Countries requiring

U.5. goods first used up their gold supplies. Them their
imports were aided by a series of grants and credits
primarily extended by the U.S., Government and soue imter-
paticnsel organisations like the World Bank.

As economies reccvered, the picture gradually began
to turn. The U.S, trade surplus narrcowed and, for a
number of years, became nemative., lost dramatic is
probably the case of japan, which moved from being a net
importer to 8 substantial exporter,

Japan, Europe, and the United States will most
probably continue to grow &s meajor exporters. The
developing countries (with the exception of cil-rich
countries) will remain net importers for some time to
come. The resulting trace deficit willhahave to be

made up by private direct investment, private and



sovernment-sponsored credits, and economic aid coming

were ana more {row Western Europe and Japan. It is
interesting to note that alresdy there is a asignificant
shift in the creditor status of major countries. The
traditionally strong rcles of the United States and

United Kingdox ss creditor nationa are declining while

the roles of Europe and Japan have substantially increased.

2.210 Future Trends: What trade patterns mights we see

in the future? Unless governments impose a round of new
trade restrictions, we can be fsirly certain that world
trade will continue to increase at a faster rate than gross
naticnal product. Following Ricardo's Law, countries will
continue to specialize in those procucts which they canmn
produce most efficiently and import others. Even the seviet
Union, which for years bas striven toward economic self-
sufficiency, is beginning to reslize the ecconomic benefits
of trade. Wwhile the United States has been tvirtually
excluded from the soviet and Chinese markets, substantial
g®ins wmay be expected in this area over the years to come.
Hence, East-West trade will add a new dimension to the inter-
national flow of goods, services, and know-how,

As more and more modern plants are constructed, and as
prosperous consumers can afford more appliances, cars and
other luxuriew;c«the world's energy needs may be expected
to continue their rapid growth. This has at least two

iuportant implications: First, energy-producing countries
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may expect continged rapid growth of exports.

Second, to exploit energy reserves - particularly
petrclieun, natural gas, coal, and nuclear power - will
require enoramous capital investments. Tremendous

amounts of azaoney will be needed to drill oil wells, build
refineries, pipelines, tankers| and nuclear power plants.
Capital goods exporting countries will therefore continue
to enjoy a growing world amarket for their products.

The future will probably also see substantially in-
creased preoduction and trade in consumer and electronic
zoods. More of thece products will be produced in low
labor cost countries faor export to regional and world
markets. This, in turn, will give developing countries
maore exchanpge to buy needed industiizl machinery, consuwumer
goods, and hopefully also some luxuries. Instead of
exporting all raw materials directly tc western markets,
develcping countries will endeavor more and more to carry
them through initial stages of processing. Some raw
materials will thus be exported only after they have had
some value added, i.e., in the fora of semifinished or
fipnished goods.

2.3 DIRECT IVESTMENT ABROAD,

The rapid inflow of direct investment during the 19°0s
occured in the context of an explosion in international

trade in all types of assets.



For several decades, U.S5. investors had doainated
internaticnal financial markets as both lenders
and borrowers, with a modest net capital outflow
in most years.9

In the 19R0s, the United States abruptly became
2 net borrower on a scale that was unprecedented for
any natiomn. However, only a fraction of the rise in
total capital inflows came in the foram of dire-t in-
vestument. Even in 1929, when direct investment inflow
reached a peak of more than 70 billion Dollars this
constituted less than a third of total capital inflow
for the year. (Table 1 & 2 ).

The impact on U.S. econowic perfor-

mance of increased foreign ownership and control is
different from that of cother capital inflows (a major
part of t the totel was purchased abroad of U.S. Treasury
securities and increased foreign deposits in U.S. banks)
and the motive for direct investment is likewise differe-
nt. The flcod of direct investment into the United
States is thus a phenomenon that needs to be examined
seperately from the much big-er ricse in U.5. net borrowing.

Most economists see the rise in net borrowineg as the
result of overall macro-econouic forces; when ageregate
U.s. saving (private saving less the government deficit)
falls short of aggregste douestic investauent, the nation

. i 1
necessarily borrows the differnece abroad. G

9. Finance Development; A Quarterly Putlication of the
ntermationgl Moret=rv Fund znd the orld Pank .
10C 1) LY b Dapas 17
{ ] .),‘ . arcr " HYare.,
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In contrast, direct investment ic basically a micro
economic phenomenon driven by coupetitive condition

particular mparkets,

in



Table 1

Foreign Invectuent in the United states (Balance of
payzent inflows) (Rillior Dollars)

Yezrs Total Foreign Direct FDI as percent of
Invectaent Totel.
1980 58.1 16.9 29.1
1971 8%.0C 25.2 30.%
1922 9%.7 15.8 14,7
1983 P40 11.9 141
19R4 | 102.6 258 24,7
1985 | 130.0 19.0 14.6
19826 221.6 241 15.4
1997 | 218.5 52,1 2.5
1298 | 221.4 59.4 26.8
1929 | 216.5 7C.5 32.6
1990 86.5 37.2 4%.1

Scurce; survey of current Business August 1991 ir Finance

Developuent (Quarterly publication of the IMF and the World

Rank

Table o

Foreign Direct Invectasnt in the United States.

of paynents inflowz for arjor investing countriecz.

(Billion Dollars)

2elance

Yearsy Total all United Japan { Fether| cana | Geria- |Switze
countrics Eingdom lands da any - | land
1987 58.1 2%.3 8.8 8.5 2.7 4.4 3.0
198F 59 .4 21.0 17.3 50 1.2 2.4 J.8
1884 70.6 18.9 174 7.5 3.2 3.8 4.7
4990 5’?.2 347 17-3 7-1 D.G _\:).9 _’1.0
Scurece:r survey of current Businecs August 1991. guarterly

publication ¢of 147 and wWorld 2anx.
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.4 HNMULTINATICONAL COMPANIES AND FOREIGN TRADE

Ko discussion of trade and investment trends would
be complete without wenticning what nay be the ozt signi-
ficant coamercial developaent during tke second half of
this century, i.e., the growth of the multinaticnal
coupany. In sesrch -for profits through large-scale
purchasing, menufacturing, and wmarkefing, many companies
are tsking on a supranational characters.

2.41 U.S. COMPANIES

At first the aultinational company was largely an
American phenomenon s U.S. companies set up subsidiaries
and branches throughout the VWorld.

flany industrial coampanies and banks have becoue umulti
naticnal not only in so far as their operations are ccncerned,
however, the aanagement and general philosophy of a company
may take on a multinational character. While at first uwost
oversesas subsidiaries of U.S. cowpanies were run by American
nationals, now many wmansgers are nationels of the local a
country where the subsidiary is located.

The ownership of many coupanies has slsoc become multi-
national. Shares in U.S coxupanies sre owned not only by
banericans, buf also by nationals of many other countries.

A few shares of u.s. coupanies are even trsded on one or
mnore of the European exchanges. Todgy there are a2 pumber
of 'U.8.' companys which derive close to one-half of their

total sales and profits from operations cutside of the

United Stetes.



2.42. FCREIGN HULTINATICWALS

Mcst recently, the phenomenon of multinstionality is
no longer purely American. iany European compahies such
as Fhilips Caumps, Unilever, Royal Dutcn 5hell, ICI,
Clivetti, etc, have widespread cperations around the
globe., This trend is likely to cortinue as more Europesn - .
and Japapnese conpanies invest in neighbering sreas and in
11

developinrg.countries.

2,5 IMELICATICK CF FCREIGN TR.DE FOR BANKING

What implications does this changing structure of World
trade and investment have on the finacing and banking needs
of individual companies? Basically, these implications are
as follows:~
1. The need for traditicnal short-term fineancing of raw

materials, fuels, coamodities, and manufactured consuser
goods is not only as strong as always, but increasing at a
fairly rapid rate aleng with growth in trade of goods re-
quiring such financing.

2. Large-scale investment in infrastructures as well as

in zsnufacturing ernd extractive Industies has created an
enoraoous demand for additionzl financial resources. A

good part of these resources is in turn used to buy imports of
machinery, equipzent,and industriasl plants

3. Since auch of the capital is used to buy machirery and
equipaent, today's and toworrow's need is greatest for
medium~and long-tera funds. The short-term credit which

banks have traditionally been willinmz to grant, while still

11, Ixpeort - Import Financineg; 2 Przctizcal Guide; Ry
GERELRD .%W. SCHILILER (1252) An»il Pape. 12
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needed, is no longer sdequate for the longer term ne=és of
capital investaent.

4. Companies that sell and invest cverseas don't need only
money. Often they are unfawiliar with local warketing as
well as regulatery, 1inauncial, eusployment, snd supply
conditions. Hence, the emphasis in banking has been not
only the supplying of financial resources, but also the
offering of services. It cen be invaluable to a coapany
expending in & particular country to have bankers furnish it
with detailed information on such considerations as where

it might be most advantageous to locate a new plant, required
governoent formalifies in getting established, local
exaployment cornditions, and countless othner useful pointers.

2.6 EXFORT-IMPCRT BANK OF THE UNITED STATES

While the roots of Exiwbank date back to 1934, it was
established as an independent U.5. governuent agency tuhrough
the Export-Iaport Bank Act of 1945, 1In the immediate post-
war period, Eximbank eambarked on a prograuof large scale re-
construction lending. It extended about 5 billion Dollars
of loans to Europe and Asia to finance purchases of U.S.
equipment. Exiwbank therefore contributed substantially to the
the surge of World trade and tne.rebuilding of devastated
economies after the war. With the establishment of the - _-
Marshall plan in 1948, Exiaohenk+s efforts were redirected to
help finance projects in developing.countriles.

By the late 19503, the previous World shortage of dollars

had been rurned into s surplus due to a deteriorating U.S.



balancd of payments. As 3 result, FExiubank's effort were
again redirected to facilitate the finencing of U.s. exports.
Cther government h=d set wup subsidized export prowotion
prograué . As s result, foreign exporters were often able

to offer more attractive financing packages than their U.G
counterparts.

The Export-Import Act of 1945 was smended by the Export
Expansion Finance Act of 1971. This .Act substaintially
increazsed the overall saount of Export loans, insursnce,
and guarantees which rnay be extended by Exiwbank. The Act
excludes receipts and disbursements of Exiwbank freocm the
unified burget of the U.S. zovernient. This entails an
exemption froa annual expenditure and net lending limitations
imposed by the budget on the governaent. Other siugnificant
provisions of the Export-Import Bank Act, as amended, include
the following:

1. Exim bank is directed to provide export financing with
rates, terus, and other conditions that are competitive with
government-spcnsored export financing available in major
foreign countries.

2. Eximbank is directed to accord equal copportunity to sumall
conserciasl banks in the forwulatiorn and impleamentat on

of its policies.

2.6, CUHRENT FUNCTICNS

Exiwbankisnain function todsy is to give U.S. exporters
the necescary finarcing backup to coap.ete with other

countries. This is dore throuzh a variety of different
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export fiparcing and guarantee progrswus to aweet cpecific

needs. These prograus can be categorized into four basic

1. Direct loans
2. Discount louans

3. Guarantee

4, Export Credit Insurance.
It is important to stress that Exiobank does not coapete
with pri.ate sources of funds. Its sole purpose is to
step in where private credit is not available in sufficiently
large aaounts, low rates, and long terms to allow U.G.
exporters to coapete with teras available in other countries.
Cften Exiubank cooperates with privste lenders, encouraging the
latter to extend part of the export credit with Exim bapk
taking the commercially less desirable portions.

2.7 COVERSEAS PRIVATE INVESTHENT CORPCRATICN

The overseas private investment corporation (CFIC)
was formed in 1991 to take over a nuaber of progrsas
previously offered through the Agency for Internatiocnal
Developzent (4AID).

CPIC is wbolly owned by the U.S. Treasury, functioning,
infact, as an agency of the government. Its objectives is
to stimulate and facilitate U.S. private equity and loans . -
investuents in friendly developing countries.

As a fundamental premise in all its activities, CFIC
assists only with new investment that are financially
sound, cowmmercially viable, welcoame by host ccuntries,

and generally responsive to tie needs of host countries.



To the extent toat CIIC'G programs stisulate private
investuert: in developing aresas, they alsc prouote World trade.
Unlike Exiubank, however, (CrIC does nct require tanat goods
bought under prograrne it sponsors be imported from the United
States.

To achieve its basic purpoce, OFIC offers the following
Programs;

1. Investment Insurance.

M IBRAHIM LIBRARY
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2. (Guarantees

%. Direct 1loans
4., Ire-Investuent Inforustion, Counseling, and lost
sharing.

1. Investwent Insurance:

To assist U.S companies investing in develop countries,
OFIC provides investuwent insurznce for verious types of risks.
Three types of political risks umay be covered.
(a) Ipconvertible of profits or repatriation of the
original investuent.
(b) Loss of investuwent due toc expropriation or confiecstiun
by the foreign government.
(c) Damage to properly resultins from war, revolution
or insurrection.
KXo protection is offered sgainst norigl business risks, or
against devaluation of 2 foreign currency.

2. Invectment Guarantees:

CFIC aakes svailzble an extended risk gusrantee that
provides coverage amainst all risks (including béisiness ricke)

in certein econoxnically viable projests. Guarantees are .
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available for equity investuents ss well as for loans froa

UeBe finsncisl Institusions.

Z., DPirect Lgans:

CPIC participents in project financing by sisking wedium
and long-term loans in U.8. dellars or in local currencies,
where &vailable. As with other CFIC programs, the consent of
tae host governuent is required before & loar may be granted.

QFIC evaluates esch loan request on its own wmerits,
taking into censideration such factors as the viability
of the project, its contribution to local economic and
social development, the degree of U.S. privete sector particip
paticn, project priority assigned by the nost couhtry, value
of goods and services to be procured frow the United States
and developing countries, etcs

4, Pre-Investment Inforuation:

CPIC offers potential investors gereral information on
developing countries. It may help U.3. firas in finding,
rlannirg, and developing potential investment projects.

QFIC may alse actually investigate a potential project
in the field =nd advise on a project's financiel structure.

Pre investment assistance umay be given in the fora of
partial financial support for feasibility studies. 1f the
study comes out favourably and the investor decides to under
take the invecstment, he bears the entire cost. Ii the
decides not to invest, he nays only one~half of the cost,
with the remainder pasid by QFPIC.

2.2 International Institutions

There sre a nuwdber of internationsl orgnisations whose

prisary funetion is to assist the industrializaticn and



eneral econouic prosrees cf developing countries,

5

i

The Intern<tional 3ank for Reconstruction and Deve-

lorment, for Instence, makes project loan for ro=ds,

power plants, steel wills, etc in developing countries.

Tne inter-American Developuent Bank nas = similar purpose,
but concentrztes sclely con Latin Awerica. To the extent
tuast these large projects require the importation of
machinery, equipuent, and know-how, loans granted by tlese
international organisations directly assist in the f{inancing
of foreizn trade.

What benefits may internaticnal orzanisetions such ss
the ones mentionea provide to the U.S. exporter?

First, to the extent that wachirery, equipement, and
cervices needed for projects financed by these orgenizations
originated in the United States, the supplisr gets builtin
export fipmancing. He way, infact, ship directly oversea:
but gets reiwburced frow the particular internstional orga-
nisaticu.

Secondly, if an exporter in conversations with a
potentisl custower hesrs of 2 worth while project that way
be inctrumnental in susgesting this te the customer and
may also assist in any negotiations necessary in washington,
DC. - all in the hope of gettinz the export order if
agssistance is spproved.

Thrirdly, 2 U.5. businessman may near of a new project
financed by one of these crganisations on which he uay wish

to bid often borrowers =2dvertise locally for bpidc snd also
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inform the ewbacsies of mejor countries. The Bureau of

Internesticnal Business cperaticns or other U.S. governuent

acencier have information on projects for wnich bids may
be offered.

2.9 CCNCLUGICN:

In conclusion, it wight be said that banks still perform,
to a growing extent, the trasditicnsl services of facilitating
and financing world trade. The changing structure of World
trade and investwert has, nowever, placed amuch more exacting
deuands on the innovative ingenuity of international bankers.
Not orly is mcre fiparcing required then ever before, but
bankers are asked to cowe up with longer terwms than . they
nave been willing or =ble to grsnt in the past.

To me=t thesge chazllenpges, banks uave expanded overseas,
and have forwed affliations, Jjoint ventures, consortiuams,
and syndicates. In the process of cerving the lincressed
needs cof their customers the banks have tapped new sources

as
of funcs aucnhﬁurodollars and other Euro curren019512

At
the saze tiue tuey have wade financing possible by encouraging
the use of such vehnicles as the parent{ guarantee and the
performa~ce letter of credit.

Finally, to muske wore long-term export credit available,
new organisations cuch as Frivate ZLxport Funding Corporation
(PEFCO) have been formed, and relatively established insti-

tutions such as the Export-Iuport Bank (ZXIx) and Foreign

Credit Insurance Associstion (FCIA) have been substantislly

e

strensgthened by toe intriduction of new and more liberal

pPLOEIEILES,
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Certainly the future aolds mapy additional challeczes

for internaticnal benxking. Tke grourdworx ceeas
B

-

¢ have
teen lz2id for usrshalling resources needed to finance
expected growth in wcrld trade and invectments. Comuercisl
banks, togehter with other private financisl instituticns
and appropriste goverpuental sscictance, appear to be well-

positicned tc coxe up with the auocunts ard terms of finasncing

and related services required.
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CHAFTER THRek

RESEARCH METHODOLOGY

2.1 INTRCDUCTICN

The data for this resesrch was collected frouw prizary
apde. Becondary sources. The priuasry dsta was obtained
through questionnaires digtributed to the officisls of
Wigerian Export-Iaport Bank (NEXIM), and soue selected
Exporters and Iaporters, especially those that deal in
Importation of aachines and wsterials used in production
cf exportable goods. Interviews with some selected staffs
of the Bank and individuals exporter-Iuporter was also
conducted.

The Secondary data was ccllected through references in
beooks, Jourrals Uewspapers, Faper presented by soae officials
of the Bank. 1Ir general  the wethods employed are approp-

riste and suitable for the recearch topic as cutlined below.

3.2 INMETHCDS C¥ CCLLECTING DaTsa

(a; DISTRIBUIICN CF gUESTICKNAIRES

The wain inforaants to whoa the questionnaires was
directed to were the officials of the Nigerian Export-Juport
Bank (NEXIi1).

in wouct cases however, coupletion of the quectionnaires
wag Gone by thelr wanagers because of daily exposure to NEXIN
operztions, they tend to have more prgctical experience.

The involvement of the zmanagers in providing information
about the probleuc and prospects of the Bank also helped

in facilitatin= the research work.
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wuestionpaires aduinistered to soue selected Exporters-
Iaporters also helred in the research work. It provides

inforwation or their prebless in getting finance for their

exports.
(b) JFERSCNVAL INTZRVIZW

Personal interview with some se¢niogr officizsls of the

pank was ccnducted to obtain necessary information on:-

(8) Problems facing the exporting industries .

(b) General problews facing the bank in granting loans.

(¢) Likely sclutions.

(é8) Frospects for the bank (Neilii)

(e) Other coumments.

Some selirected exporters-iaporters of machineries for

production of exportable gocds were zalso interviews for
wore inforuwation.

(c) SUKVEY METHCD.

Survey umethod was conducted on tne sites ¢f sone selected
exporters! coupanies tc exawine their production procesces, the
gKind of products they are into, how they produce itews and

in vioat gquantity.and gquality.

7.%  CONCLUSICN

The etrategy used in obtaining informution for this
research was unique, very si.ple, appropriate snd suitable

for the research topic.
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CHAPTER FQUR:

THE EVOLUTION OF NIGERIAN EXPORT-IMPORT BANK

(NEXIM) AND ITS STRUCTURE.

4.1 INTRODUCTION:

Nigeria’s non-oil export prospects 1is tremendous, considering
the diversity and quantum of forest, agricultural and mineral
resources that are yet to be fully tapped. To harness and
exploit the  export opportunities for the socio~economic
transformation for the nation and her people, calls for the
articulation and adoption of viable export promotion strategies,
vision and determination demonstrated in providing solutions to
identified constraints to exports of Made-In - Nigeria products.
The resolution of these issues and the combinations of both
fiscal and monetary policy instruments to be used in stimulating
and diversifying exports need to be carefully thought out in the
years ahead.

Although the idea about establishment of the Nigeria export
credit Guarantee and Insurance Corporation was fist conceived
under the fist National Development plan as an export credit
agency whose main activity was to undertake insurance of
Nigeria‘’s export crops, it was not until 1977, when the Federal
Government designed the CBN as the lead institution to establish
the organisation based on its experience in establishing and
managing a related scheme - the Agricultural credit Guarantee
scheme. Between 1979-1984, series of operational and technical
studies were conducted from which federal Government decided on

establishing an EXIM Bank rather than a pure risk management

-

agency.
ES M IBRAHIM LIRRARY |
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In 1991, the Government repealed the Nigeria Export credit
Guarantee and Insurance Corporation Decree 1988 and provided for

the establishment of the Nigerian Export-Import Bank (NEXIM).

4.2 BACRGROUND TQ ESTABLISHMENT OF NIGERIAN EXPORT-IMPORT

BANE (NEXIM) .

Export - Import Financing is the provision of short, medium and
Long-Term funds for export - import operations.

The funds are usually provided by the banks, non-bank financial
Institutions as well as the exporters themselves and foreign
buyers. Until 1945, Nigeria had nc specialised export financing
mechanism.

This is not to say that the country had not been exporting,
rather, traditional products were exported by multinationals who
had no problem in securing finance from foreign owned banks.

The marketing Boards, through the defunct west African Produce
Boards, handled exclusively the marketing of scheduled agricul-
tural preoduce such as Cocoa, Coffee, Ginger and solid minerals.
Later, the Nigerian produce Marketing Company ltd. (owned by
state marketing Boards) took over the export of these scheduled
commodities,

From 1962, & new export financing mechanism was evolved by the
CBN. Under this mechanism, the Marketing Boards met their
requirements for cash by drawing 90 days Bills of Exchange on the
Nigerian produce Marketing Companhy Ltd., the company acted as an
exporter for all the marketing boards. On acceptance by the
company, the bills were discounted by a consortium of commercial
banks and acceptance Houses participating in the scheme.

The CBN backed the scheme by providing rediscounting and
refinancing facilities for the bills up te specified limited.
Under this method of rediscounting and refinancing of produce

bills, the gross value of commercial bills actually refinanced by

the CBN rose from 52,4 mi’ 1ion o 1l et
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However, due to uncertainties in the produce market in the 1964
to 1967 period, the scheme collapsed in 1968 with the withdrawal
of commercial and acceptance houses from the scheme.
Consequently, the CBN assumed direct responsibility by financing
the marketing Boards. By this direct financing, the CBN in 1970,
financed the marketing Boards to the tune of N30 million, but by
1978 the total rediscounting and refinancing amounted to N35%
million.

However, from 1979, the CBN relied more on direct credit controls
as its main instrument of monetary policy in financing exports
rather than direct financing. As a result, it stipulated credit
allocations by commercial and merchant banks, tc the export sub-
sector. The export sub-sector until 1979 was classified under the
less preferred sector of the economy apparently due to high
foreign exchange earnings from non-oil exports. However, from
1979, the subsector was included in the preferred sector of the
economy and the prescribed credit allocation to the export sector
by Commercial Banks rose from 3.0 percent to 6.0 percent between
1979 and 1982 though it was 2.0 percent for the period 1983-1984.
For Merchant Banks, it was between 3 percent and 4 percent from
1979 to 1985. However, since 1986 export sector has been placed
on high priority sector.

1986 became a turning point for the export sub-sector it was the
year the Structural Adjustment Programme (SAP) was introduced.
The programme was designed to correct inadequancies in the
policies that were hitherto in place and to induce a recavery of
the economy through liberalisation of the external trade and
payment system, and the adoption of appropriate pricing policies
in all sectors of the economy based on market forces.

One of the main planks of the programme was the adoption of
realistic exchange rate for the Naira and the diversification of

sources of external revenue. Consequently, promotion of non-ail
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of scarce foreign exchange, coupled with arrays of export
incentives, and awareness created by Government, in addition to
scrapping of commodity boards and export licence many firms and
individuals went into export business.

The major policy instruments to achieve this objectives of a more
aggressive, consistent and comprehensive export expansion
programme was set out in the export (incentives and miscellaneous
provisions) decree 18 of 1986. This decree brought into being the
following export incentive schemes:-

(i) CURRENCY RETENTION SCHEME

Prior to 1986, exporters were allowed to retain only 25 per
cent of their export proceeds in a foreign currency
Domicilliary Account with a bank in Nigeria. However, under
the current situation exporters are allowed to retain 100
percent of their proceeds.

(ii) REDISCOUNTING AND REFINANCING SHORT TERM BILLS

This facility is aimed at assisting banks to provide pre-
shipment financing in respect of agricultural commodities,
manufactures and semi-manufactures, solid minerals and
capital goods.

(iii)DUTY DRAW-BACK/SUSPENSION SCHEME

Under this scheme, exporters can import raw materials and
intermediate products for use in the manufacture of export
products free of import duty. The scheme covers both a
refund of import duty already paid on imported inputs for
production of export item and the suspension/exemption from
the payment of such duties by exporters.

In addition, manufacture - in Bond scheme provides for
the importation of inputs required for export manufacturing,

whether or not they are under import prohibition.



(iv)

(v)

{vi)

_4’3.—

EXPORT EXPANSION GRANT FUND

This 1s supposed to be a cash grant from the Export Expan-

sion Grant fund for exporters who have exported a minimum
of N50,000.00 worth of semi-manufactured products to
enable them increase the volume of export and also
diversity export products and market coverage.

EXPORT PRICE ADJUSTMENT SCHEME

The Export price adjustment scheme 1is a supplementary

export subsidy applied as a last resort if by the applica-

tion of all other incentives, the price of the Nigerian

products is still uncompetitive in the world market due to

high cost of production arising mainly form infrastruc-

tural deficiencies and other factors beyond the control of

the exporter.

EXPORT DEVELOPMENT FUND

The Export Development Fund (EDF) is meant to provide

financial assistance to private sector exporting companies

to cover part of their initial expenses in respect of

export promotion activities such as:~-

(a) Participation in training course, symposia seminar and
workshop in all aspect of export promotion;

(b) Advertising and publicity campaigns in foreign
markets;

(c) Export market research and studies;

(d) Product design and consultancy;

(e) Participation in trade fairs, exhibitions, etc and

(f) Cost of collecting trade information.

This scheme is being administered by the Nigerian Export

Promotion council.



(vii)

(viii)

(ix)

(%)

SUBSIDY FOR USE OF LOCAL RAW MATERIALS

Exporters of manufactured products are by this scheme
granted subsidy, provided the manufacturers export upto
50 percent of their annual turnover or the products have
at least 40 percent local raw materials content or 33
percent value added. this scheme is also under the
general administration of the Nigerian export
Promotion Council.

TAX RELIEF ON INTEREST FROM EXPORT LOANS

Interest on income accruing to banks from loan granted in
aid of export activities shall be exempted from tax. in
addition, stamp duties on export credit instruments have
been abolished.

EXPORT CREDIT GUARANTEE AND INSURANCE SCHEME

This scheme is meant to provide guarantee for pre-and
post shipment loans extended to exporters, and insurance
cover against non-payment by foreign buyers.

CAPITAL DEPRECIATION ALLOWANCE

An additional 5 percent capital depreciation allowance on
plants and machineries is extended to manufacturing
exporters provided that such manufacturers export 50
percent of total goods produced.

Besides the incentives, the Federal Government proceeded
to set up a very conducive environment for an export-
ariented economy. It is not only strengthened the leading
export promotion agency. The Nigerian Export Promotion
Council (NEPC), it also increased the funding of the
hitherto latent organisation and decentralised its
activities. In addition, it went further to set up

new institutions to implement most of the incentives.
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For example the Nigerian Export-Import Bank (NEXIM) was

established to implement the Export credit guarantee and
insurance scheme while export processing zone authority
takes care of Export processing zones (EPZ).

Furthermore, through the deregulation of the econony,
numerous new banks and other financial institutions
were licensed and export financing become an important

part of banks portfolio management.

4.3 FORMATION OF NIGERIAN EXPORT-IMPORT BANK (NEXIM)

The idea about establishment of the Nigerian Credit Guarantee and
Insurance Corporation was fist conceived under the first Natiopal
Development plan as an export credit agency whose main activity
was to undertake Insurance of Nigeria’s export crops, it was not
until 1977, when the Federal Government designated the CBN as the
lead Institution of establish the organisation based on its
experience in establishing and managing a related scheme = the
Agriculture Guarantee Scheme. Between 1979-1984, series of
operational and technical studies were conducted from which the
Federal Government decided on the establishment of an EXIM Bank
rather than a pure risk management agency.

In line with its structural Adjustwent programme which emphasised
a policy deregulation, the Federal Government of Nigeria in 1986
promulgated the Export incentive and miscellaneors provisions
Decree which enumerated a number of incentives to be provided by
the Nigeria export promotion council (NEPC) and other agencies of
Government, The Decree mandated the CBN as one of the agencies
of the government to provide a rediscounting facility on short-
term bills for exporters as provided for in the CBN Amendment act

of 1967. The C.B.N was also required to establish the Nigerian



Export Credit Guarantee and Insurance Corporation to provide
Export Credit Guarantee and Insurance to protect exporters
against risks Inherent in export business.

In 1988, the enabling Decree = the Nigeria Export Credit and
Insurance Cooperation decree No. 15 of 1988 was promulgated and
its pioneers beoard inaugurated in November 1990, the organisa-
tion commenced operation in January 1991.13
In 1991, the Government repealed the Nigeria export Credit
Guarantee and Insurance Corporation Decree 1988 and provided for
the establishment of the Nigerian export~-Import Bank (herein
after referred to as NEXIM).

NEXIM was established by Decree No. 38 of 1991. The initial
Authorised share Capital was set at =N=500 Million divided in

five million shares of =N=1 each and it is held equally by the

Government of the Federation and the CBN.

4.4 OBJECTIVES OF NEXIM

The objectives for which NEXIM was established included the

following:

(1) To carry on the business of export credit guarantee and
insurance;

(ii) To undertake and guarantee the insurance of export credit
and to enter into contracts of insurance against risk of
monetary loss;

(iii) To accept reinsurance of all kinds from parties whether
resident in or outside Nigeria.

(iv) To lend and advance money or give credit in naira and
foreign exchange.

(v) To buy and sell foreign currency and accept money for

remittance to all countries.

13. The Role of NEXIM Bank in Export financing and Promotion
by Mr. ONYEBUCHI ANIH. (Paper Presentation)



- 46 -
(vi) To establish and manage funds conn ~“ted with object of the

Bank.

(vii) To maintain diverse and relevant information for credit
verification, export trade facilitation, etc.

(viii) To cooperate with similar organisations in the areas of
credit information, debt collection, reinsurance and

training.

4.5 OWNERSHIP AND CAPIT STRUCTURE

NEXIM is owned by the Government of the federation and the CBN.
The initial Authorised share capital was set at N500 million
divided in five million shares of N1 each and it is held equally
by the government of the federation and the CBN. The CBN and the
Federal Ministry of Finance have since subscribed to and paid in

full the amount of their shares, i.e. N250 million each.

4.6 FUNCTIONS OF NEXIM

What is today referred to as Nigerian Export-Import Bank has the

following statutory functions.

(a) Provision of export credit guarantee and export credit
insurance facilities to its clients;

(b) Provision of credit in local currency to its clients in
support of exports,

(¢c) Establishment and Management of funds connected with
exports;

(d) Provision of Foreign exchange credit from a revolving fund
to exporters who need to import foreign inputs
to facilitate export production;

(e) Maintenance of a trade information system in support of

export business;
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(h)

(1)
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Provision of domestic credit insurance where such a facility
is likely to assist exports;

Provision of credit insurance in respect of external trade,
transit trade and enter-pot trade;

Purchase and sale of foreign currency and transmission of
funds to all countries;

Provision of investment guarantees and investment insurance

facilities,

These functions can be categorised into three main services.

(1)

(i) Provision of export fiance.
(ii) Provision of risk bearing facilities and

(iii) Provision of trade information and advisory services.

EXPORT FINANCE

NEXIM bank may provide local and foreign currency finance to

exporters either directly or through commercial and merchant

banks in support of exports.

(ii) RISK BEARING FACILITIES

The Bank may also provide a relatively wide range of risk bear-

ing facilities to enable exporters or their banks cope with the

risks involved in the export trade. In this regard, the Bank may

issue export credit guarantees export credit insurance and

similar facilities for dealing with credit risk. The bank is also

mandated to provide facilities for coping with investment risks

since foreign investments stimulate foreign exchange receipts.



(iii) ADVISORY SERVICES

The bank’s mandate covers the provision of advisory services in a
wide range of areas - prices, exchange rates, markets, tariffs
and non-tariff issues, product quality, trade practices and
contract forms product and product specific matters finance and
credit and a whole range of logistic issues involving freighting
over land and sea, warehousing and storage etc.

In view of the rather complexity and breadth of the above issues,
NEXIM commenced operations by providing services in areas
considered as high priority. These services are explained in the
following section as well as by the beneficiaries especially the
exporters.

(1) EXISTING SERVICES OF THE BANK j (i) Export Credit, Redisoocunting

and Refinancing Fagility (RRF)

This facility is desiﬁged to assist banks to provide preand post
shipment flnance in loc currency in support or export. <The

facility enables exporters to have access to the expanded export
portfoiio of banks at preferential rates, and has contributed
immensely to the expansion of export credit portfolios of banks.
The RRF started in the CBN in 1988 =~ the year in which the
Nigerian Export Credit Guarantee and Insurance Corporation Decree
as enacted and operated through only three banks.

ACCESSING THE RRF

Any exporter in Nigeria can benefit from RRF. firstly, the
exporter, sure of source of the export commodity, gets a
confirmed order from his oversea buyer.

He then approaches his bank to ask for export credit. when many
exporters must have approached the bank, the quantum of foreign
exchange expected from their orders would form the basis for the

bank to apply to NEXIM for export credit line for the nearest

quarter.
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Individually, therefore, the baik would agree on the terms of the
credit with the exporter clients. Then, the bank would initially
disburse monies to the exporters to enable them execute the
crders. Subsequently, the bank would approach NEXIM bank with an
application from its c¢redit 1line inrespect of each of the
exporter to which.it had extended export credit.

After examined the documents accompanying the applicaticn and
thereby getting convinced that actually, there was an underlying
export contract, that the bank passed on the credit to the
exporter and that the exporter had the capacity to perform, NEXIM
bank would grant finance to the bank against a promissory note
and irrevocable transfer order to be presented by it. The RRF is
conducted on basis of concessionaire interest rate. Currently the
participating bank charges the exporter 18% per annum while NEXIM
Bank charges the bank 14% per annum. Under the RRF NEXIM Bank
provides credit for up to a year for refinancing and for maxinum
of 180 days (120 days for pre-shipment and 60 days for post -
shipment) for rediscounting.

From 1988 to 1991, 80 banks and 343 exporters had benefited from
the RRF. Funds disbursed under the facility has alsc grown from

=N=552.4m in 1988 to N2,098.9m in 1991 and N2,839.5m in 19932.14

(ii) STOCKING FACILITY

This facility is provided in Local currency to enable
manufacturers of exportable goods tc procure adequate stock of
raw materials (which are seasonal in nature) to Keep their

production at optimal levels through out the year.

14. The Role of NEXIM Bank in Export Financing and Promotion
_by ONYEBUCHI ANIH (Paper Presentation)
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The facility became necessary when it was observed that

manufacturing exporters had problems sustaining profitable
production levels during the periods in which their raw materials
were scares. The stocking facility is available for a maximum of
one year and is granted a concessionary interest rate to enhance

the price competitiveness of the manufactured goods.

ACCESSING THE STOCKING FACILITY

To benefit from the facility a manufacturing exporter would apply
through his banker. NEXIM Bank, if satisfied with the bank’s
presentation in respect of the exporter’s production schedule and
raw material requirement/utilization, would approve the disburse-
ment of some funds to the bank subject to the bank producing such
documents as warehouse warrants insurance policy/certificate on
the raw materials and a letter of hypothecation giving rights to
the dealing bank on the stocked materials. When these documents
are presented evidencing the appropriate utilization of the
initially disbursed funds, the balance of the grant is then

disbursed to the bank.

The facility has been largely accountable for the success of many
manufacturing exporters. For example, over 38 (or 33%) of the 115
projects that benefited from NEXIM’s foreign exchange financing
under the Foreign Input Facility (FIF) have started exporting
their products on reqgular basis to the support of the stocking
facility. In 1991, NEXIM Bank provided the sum of N90.2m to
exporters through eleven banks while in 1992 it disbursed N191,2m

to exporters through 355 banks under the stocking facility.
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(iii) FOREIGN IMPUT FACILITY (FIF)

This facility provides manufacturers of export products needed
foreign exchange for the importation of capital equipments, spare
parts, packaging materials and raw materials for the production
of finished or semi-finished export products. The 1lcah is also
repaid in foreign exchange.

The decree establishing NEXIM provides for the bank to source
foreign exchange from multilateral and bilateral institutions as
well as from Nigeria‘s external reserves. The first guantum of
resources for operating the scheme was cobtained from the Federal
Government cof Nigeria from the African Develcopment Bank (ADB).

This was an export stimulation loan (ESL) of $245 million.

ACCESSING THE ADB/ESL FACILITY

The ADB/ESL is designed to benefit small and medium scale
enterprises which include enterprises whose assets including land
do not exceed $6 million.

To benefit from this facility, an enterprise which falls within
the above category would have to apply to its bank. The bank in
turn appraises the project proposals and if satisfied that the
proposals are commercially viable, applies to NEXIM Bank on
behalf of the manufacturing exporter for the foreign exchange
allocation. The NEXIM Bank would then aggregate the applied sums
from the banks and subject to the available funds, uses the pro-
rata principle to allocate the foreign exchange to the banks -
also against the promissory notes and irrevocable transfer orders

presented by the benefiting banks.



(iv) REPURCHASING FACILITY.

Following the inability of some enterprises to meet up their
foreign exchange repayment obligations under foreign input
facility (FIF) due to such problems as late take-off of their
projects and non-sale of export items produced, NEXIM Bank
introduced in june 1991, the Repurchasing Facility designed to

ameliorate the repayment burden.

With the facility, the bank representing the enterprise
(manufacturing exporter) repurchases the promissory note that it
is supposed to redeem ie the principal while the interest is
paid. A bank can repurchase not more than two installments of
the

loan that has fallen due but could not be repaid. The repurchase
facility allows such affected enterprises more time to generate

funds to meet their obligations.

ACCESSING THE REPURCHASING FACILITY

Any exporter which is distressed as explained above can avail
itself of the facility by simply applying through his bank. On
receipt of the application by NEXIM Bank it 1is examined against
the information it must already have accumulated on the cash flow
position of the enterprise. Thereafter, if the bank is
satisfied, it approves the application and the bank is allowed
the repurchase. The maximum length of period allowed for a
repurchase 1is 18 months and a repurchased promising note
attracts one percent higher than the normal charges of 10.5%

annum for capital goods and 9.5% per annum for raw materials.

In 1991, the total volume of repurchases was 3.9 million Dollars

invelving 6 banks while in the first half of 1992 (i.e up to June

Mrnpurchases was N14 million Dollars. It is
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signified that many enterprises that benefited from NEXIM Bank

FIF have been able to resume repayment on due dates due to the

support of the repurchasing facility.

(v) RISK BEARING FACILITY

Some of the facilities have been articulated and are on the verge

of being introduced while the others will come on stream in due

course.

5 'IM 1_"3111
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(1) EXPORT CREDIT GUARANTEE FACILITY ——

This facility is the usual guarantee which a lender receives from
a suitable party as security to protect it against a borrower’s
default.,

In the event of a default, the guarantor arranges to repay the
lender. NEXIM'’s guarantee will be provided to lending banks where
a suitable counter-guarantee is in turn given to NEXIM by the
exporter. Considering the mandate for the Bank, only export

credit will qualify for NEXIM’s guarantee. This facility took

off in April 1993,

(2) EXPORT CREDIT INSURANCE FACILITY

This facility insures exporters against risk of non-payment by
buyers where such default is ascribable to commercial causes.
Payment defaults due to political reasons are to be covered
separately by the Bank for the account of Federal Government.
This facility commenced before the end of June, 1993.

(3) INVESTMENT GUARANTEE AND INSURANCE FACILITIES:-

This facility to be offered by the Bank to promote Capital
Investment in export-oriented enterprises. The Insurance
facility compensates investor for investment losses that could

not be covered under buyer commercial insurance.



(4) PRICE GUARANTEE CONTRACT (PGC)

The Bank 1in its efforts to protect exporters against
material risks had intreduced a price guarantee scheme which
involves the purchase of a price guarantee contract (PGC). The
PGC enables exporter hedge against market risks associated with
adverse movenent in price. It insulate exporters against exces-
sive price fluctuations by guaranteeing a minimum price for their

export product.

(5) MUTUAL EXPORT GUARANTEE ASSOCTATION (MEGA)

The bank has egtablished a counter guarantee fund to which
infant exporters, ¢rouped into associations known as Mutual
Export Guarantee Asscciations - MEGA, can contribute and there-

fore offered on their behalf by NEXIM to banks in resgpect of

export leans.

{6) TRADE INFORMATION AND EXPORT ADVISORY SERVICE

In addition to the above facilities which can be accessed
only through commercial and merchant banks, NEXIM provides the

fellowing market information and advisory services directly to

exporters.

(a) Hotlines

This 1is a telephone service designed to enable exporters obtain,
through the telephone, prompt information on commodity prices as
traded in various commodity exchanges, market trends and other

export-~related information.



s BE

(b) Price and Currency Information Services

NEXIM provides price and currency information to exporters
and its other clients on inquiry. This service is made possible
by NEXIM’s acquisition of Reuters terminals, which provide visual

information on current prices of sold commodities at the

major currencies. 474801

(c) oOther Information and Advisory Services

In addition to the Annual Report, NEXIM has other publica-
tions and study services from which exporters could obtain wvital

information in support of their operation. these include:-

(1) Worldwide product review or commodity profiles conducted at
client’s request.

(2) Country market profile available at client’s request in
support of trade fairs and trade missions

(3) Information on major chambers of commerce around the world.

(d) PARTICIPATION IN TRADE FAIRS AND TRADE MISSION

NEXIM Bank participates in Trade fairs and trade missions.
It seizes the opportunity of such fairs to enlighten exporters on
the range of products it offers in support of exports. The
bank’s delegation to such trade fairs provides Nigerian exporters
with information on trade policies, country risk rating and other
relevant economic information. This information assists Nigerian
exporters on how to prepare sales contracts, advises them on the
details of such contracts that will easily qualify them for

NEXIM*s financial support. WG
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4.7 EQURCEE OF FINANCE FOR NEXIM.

The resources with which NEXIM currently carries out its
statutory functions are derived essentially from equity contribu-
tions of its shareholders, leocans obtained from CBN and Afriecan
Development Bank (ADRB), as well as income derived from investment
and other interests/returns from the management of the Bank’s
assets:

- Equity - N500 million (five hundred million shares at N1.,00
each)

- 8% perpetual debenture of N1,225, 151, 555.00

- N200 million loan from CBN for Naira Term Loan.

- About 245 million Dollars at an annual average interest of

7-5%-

- Internally generated-retained profits = N224.7 million

4.8 NEXIM’S ORGANISATIONAL STRUCTURE

NEXIM Bank was basically established to foster the country’s
export by performing the earlier discussed functions. The
organisational structures are woven around these functions. As
earlier discussed NEXITM Bank was established by government and

their structures tend to conform with the fellowing:-

{1) Board of bDirectors.
At the helm of the activity structure 1is the Board of
Directors with a chairman whe directs the policy-making organ.

The composition of the Board is as stated hereunder:

{(a) The Deputy Governor responsible for monetary and Banking

poelicy in the CBN as chairman;
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(b) One other person representing the CBN

(c) One person representing the Federal Ministry of Finance and

Economic Development;

(d) One person representing the Federal Ministry of Commerce and

Tourism;

(e) Two representatives of private Export interests;

(f) The Managing Director of the Bank, and

(g) Two Executive Directors of the Bank.

Currently, the names of the Board Members are as follows:
(a) Mr. V.A. Odozi

(Deputy Governor, CBN)

(b) Mr. C.C. Edordu Member

(Managing Director)

(c) Mr. A.A. Adaba "

(Executive Director, Operations)

(d) Mr. R.A. Adeshina L

(Executive Director, Magt. Service)

(e) Alhaji I.G. Garba "
(Representing CBN)
(f) Alhaji M.S. Hamid "

(Rep. Fed. Min. of Finance)



(9)

(h)

(i)
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Mr. M.I. Nwagwu "

(Rep. Fed. Min. of Commerce & Tourism)

Alhaji A.M. Bulkachuwa "

{Rep. Private Export Interest)

Alhaji (Dr) Hassan Adamu "

(Rep. Private Export Interest)

The Managing Director oversees the following;

(1)

(i)

Internal Audit or control Dept.

Research and planning Department

(iii) Legal Department

(iv)

Public Relation Department.

DEPARTMENT

(1)
(2)

(A)
(1)
(2)
(3)

(B)
(1)
(2)
(3)

(4)

Operations

Management services or support services.

oP TIONS
Export Finance
Export Insurance

Corporate Development

MANAGEMENT SERVICES

Finance and Administration
Audit
Legal Office

International Relation.

Operation department are further broken down to the

following:
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(1) Lending

{2} Projects Guarantee and Insurance
(3) Performance and other binds.

(4) Project Administration.
-{5) Loans Administration

(6} Underwriting services

(7) Treasury cperations

(8) Human Resources - Research and Development
(9) Marketing

(10) Accounting

{11} Corporate Communications

(12) Claims

{13) Audit see Appendix.

4.9 FPONCTIONAL DEPARTMENTS OF NFXIM

All the operational departments discussed above are functional

and the management services are functioning well.

4.10 CONCLUSION

After a delay of three decades, NEXIM has fipally came along and
commenced operations in 1991. The bank has taken off effectively
and has introduced numerous facilities to aggressively push

exports both in volume and structure. Their objectives include
rapid export expansion, export product diversification, export

market diversification and diversify in degree of export

processing.



CHAPTER FIVE: FINANCIAL POLICIES OF IM,

5.1 INTRODUCTION

The Nigerian Export Import Bank was established by degree No. 238
»f 1991 as an Export Credit Agency (ECA) to provide financial,
risk bearing and export advisory support services to Nigerian
exporters and exporters of Nigerian products. The principal
objective being an expansion in the volume and value of non
traditional exports as well as the facilitation of market and
product diversification. The Bank in providing financial support
to exporters, disbursed concessionally priced funds through
commercial and merchant banks. This has the effect of allowing
the exporter keep his cost profile low and remain competitive in
the international market. It also allows the NEXIM to take
advantage of the extensive coverage offered by the banking
system. In order to access this facility, exporters requiring
1“1:‘urtcis (either for short term trade finance or long term project
financing) are required to submit relevant documents including an
application for NEXIM financing, Local procurement invoice, an
export order for short term trade finance, and a comprehensive
feasibility study for long term project finance to his chosen

banker.



FINANCING POLICIES OF NEXTM

The Banks financing policies may be summarised in tabular

form as follows:

| Objective

|Means of Attaining Objective]|

Remarks

— g — o — i —— —— —— ————————— " ——— T — " T — T " — A — — i ——

| The Provision of

pre and post-
l

shipment export
I p

| credit

|

| The provision of |2. Operating

| Input inventory

!

| finance in support|

| of export

|Manufacturing

| The provision of

1.0perating a self- |
Liguidating Rediscounting]
and Refinancing facility |
provided to exports |
through their banks based|]

on export orders received}

Been operating
since inception
of the Bank and
operated through
the Trade

Finance Depart-

[ment of the Bank.

l
|

a stocking (
facility for manufacturer|

pf value added exports !

|1. Operating a hard currency|

| Term Financing in |

| support of export |

| manufacturing

facility through which |

exporters are provided

funds for the import of |
equipment and raw |

materials needed for I

The hard
currency

| component is

operated through
a loan facility

provided to



I
|

The provision of
credit
guarantee and

other guarantees

export manufacturing.

!

|2. Also operated through

| linked placements

|1. operating an export

| guarantee facility for

|  banks

|2. Operating Mutual Export
| Guarantee facility for

| banks on behalf of small
| exporters

|3. Operating a manufacture
|  =in Bond guarantee

| facility for export

{ manufactures.

|Nigeria by

|African Develop-

|ment Bank (ADB)

[The facility is
|managed by the

| Projects and

| Corporate Finance
| department.

|

| To be introduce
| in 1994 and

| operated by

| underwriting

| Department
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5.3 REQUIREMENTS FOR OBTAINING NEXIM FACILITIES.

Below is a diagrammatic sketch of the required documentation

for NEXIM’s facilities.

—— e — T T — T ] T — i S o o~ —— —— . ————

— . — . — T T S o T o o . o o T i o o o o o it o B o o o e . o o

1. | Rediscounting & |

| Refinancing |

| Facility |
l |

| (a) Rediscounting| An application to NEXIM signed by two

[ | authorized Signatories of the bank.

I l

| | Evidence of export order such as letter of

| | Credit, Sales contract, confirmed order.

[ | A bill of exchange drawn by the bank on and
| | accepted by the exporter covering export

! | Credit facilities provided by the bank.

| | The bill shall be for an appropriate tenor
| | completed Return on Export Finance Port-

| | Folio.

| | A performance bond. for post shipment export
| | credit rediscounting, evidence of shipment

| | such as bill of lading.
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| (b) Refinancing | A&An application to NEXIM signed by two

| authorized signatories of the applying bank.

— —

Evidence of export order~letter of credit

| | Sales contract.

| Evidence and details of export finance
| including particulars of repayment schedule

| The instruments (e.g. export debentures) or

| installments fallen due for repayment

i | within one year of application date.

| | Return on export finance portfolio

| | Performance bond.

5.4 METHQD OF APPLYING NEXIM SUPPORT.

as mentioned earlier, exporters requiring funds (either for shot term
trade finance or long term project financing) are reguired to submit
relevant documents including an application for NEXIM financing,
Local procurement inveoice, an export order for short term trade
finance, and a comprehensive feasibility study for long term project

finance to his chosen banker.

5.5 EXPORT PROCEDURE.

Below is a diagrammatic sketch of a simple sequence of events

leading to a successful exportation of goods from Nigeria.

Registration of an Export oriented company at the Corporate affairs
Commigsion, Abuja.
Registration of the company with the Nigerian Export promotion

Council.

(This is optional but is strongly advised)



Determination by the exporter of what to export
(This would invelve a cost benefit analysis of the variocus
export item in which the exporter has some comparative advantage)
<« Negotiating an export contract with a prospective foreign buyer.
{This would involve discussing issues of pricing,volume,
shipment terms, payment terms, quality specifications,

and packaging requirements)

Arranging financing for local procurement

{Whether personal, Bank or NEXIM financing)

Delivery export items to the point of exportation

(Either by sea, land or air depending on the terms of the contract)

+ Receipt of payment.

5.6 IMPORT PROCEDURE

NEXIM Bank does not have procedure for import .

5.7 THE APPRAISAL PROCESS.

The exporters banker appraises credit proposals submitted by
individual clients and if convinced as to the financial viability of
the requests, applies to NEXIM for financing (project finance) or
refinancing (trade finance) on the ¢transaction. While credit
;ppraisal and monitoriﬁg for trade finance transactions are largely
the responsibility of the supporting bank, NEXIM does ask for and
receive status reports on outstanding credit performance from the
banks. For project financing, officers of the bank undertake inde-

pendent appraisal of project feasibility reports, the purpose of
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which is to evaluate projected performance of the project utilizing
the banks superior knowledge of the environment in which the project

is to operate.

5.8 COMMITMENT CHARGES.

NEXIM Banks does not require that exporters pay any comnitment

charges.

5.9 LEGAL DOCUMENTATION.

The banks as primary obligors on avalized funds, issue promissory
notes and irrevocable standing orders to NBEXIM for all sums
disbursed to the exporters. This ensures the recovery and integrity

of the funds disbursed.

5.10 PROCEDURE FOR FUNDS DISBURSEMENT.

All credits disbursed by NEXIM to exporters are channeled through the
exporters bank. As such, repayments on all NEXIM facilities are
expected to be made by the exporter through the bank that disbursed
the funds. For this purpose, exporters are expected to maintain
domicilliary accounts with the disbursing bank into which export
proceeds are credited. It is from this account that repayments are
made. The financing bank therefore maintains a lien on all export
proceeds accruing from transactions so financed. This together with
the promissory notes and irrevocable standing orders issued to NEXIM
by the banks ensures the recovery cf the funds disbursed.

L L

5.11 POLICTES FOR INVESTMENT SUPERVISION fRﬁAH1M i
——————
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As mentioned earlier, credit monitoring for trade finance transac-
tions are largely the responsibility of the supporting bank. However
NEXIM does ask for and receive status reports on cutstanding credit
performance from the banks. For project monitoring, officers of the
‘}mnk undertake joint project visits with officers of the supporting
bank. The purpose of these visits is to evaluate the performance of

the project and to keep management abreast of the developments.



5.12 DATA ANALYSIS,

In this research, the data collected are uniguely, adeguately and
appropriately interpreted by using statistical method. Statistics can
be described as a branch of scientific methodolegy dealing with
sollection, classification, description and interpretation of data
obtained by distributing questionnaires, personal interview, survey
and experiments. Its main essential purpose is to describe and draw
inferences about the numerical properties of population. A population
is used toc describe groups or aggregate of people, animal objects,

materials measurements, things or happenings of any kind.

The main statistical method or symbol used in clarifying the
variables under this research is "percentage". All the results are
appropriately apportioned over one hundred (100%).

TABLE 3

5.12(1) FREQUENCIES OF RESPONSES BY CLASSIFICATION.

. RESPONSES
SAMPLE | A.POSITIVE | B.NEGATIVE | NO IDEA
1. Agricultural industry | 80% | 20% | -
J | |
2. Textile Industry | 60% | 35% | 5%
| | |
3. Leather Works Industry| 85% ] 12% | 3%
4. Merchant Banks | 80% ! 20% l -
l l I
X : .
5. Commercial Banks J 90% | 10% ! -
6. Automobile Industry | 0% | 10% j -

7. Other manufacturing J | [

Industry } 70% | 20 ! 10%
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A. POSITIVE:- Are those Banks/Companies that have certified with
the role of NEXIM Bank in providing financial, risk bearing and
export advisory support services to Nigerian exporters.

§= NEGATIVES:~ These are the classes o¢f Banks/Companies that
believe NEXIM Bank is only in theory and does not render any assis-
tance to them in any foxrm.

C. NO IDEA:- Are those who refused to give any comment on the
NEXIM. The claimed that they only heard of the name but do not know
about their operations.

In this research, the statistical data available revealed that
Agricultural products and other non-oil exports dominated the bulk
of Nigerian export.

5.12{(a) ACHIEVEMENT OF NEXIM

During 1992. NEXIM’S second year of operation, the Bank experienced
koth absolute and relative expansion in its main activities.

dhis expansion took place in the areas of:

~ Provision of financial services

- Organic size

- Exporter education and advisory services

- Range of planned facilities.

In financial services, the Banks expansion occurred in virtually
all products. Measured in absolute terms, the Bank’s trade finance
facilities rose from about N2 billion in 1991 to almost N3 billion
in 1992.05

In relative terms, the Bank’s short-term funding for exports as a
Eroportion of total trade financing issued by the banking system in

the country stood at about 87% at the end of 1992., compared to

about 60% in 1991 (TABLE 4).

15. NEXIM BANK (1992) ANNUAL REPORT AND STATEMENT OF ACCOUNTS.
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TABLE 4.
NEXIM’S CUTSTANDING EXPORT CREDIT SHORT-TERM AS A PROPORTION OF TOTAL

OUTSTANDING BANKING SYSTEM'S EXPORT CREDIT (YEAR ENDED)

T T i T Tt T B M ol ekt el o g g g A A TR A et ot Wt At e et N W S WA N Y W M S RN et e M S e S A

« ' z |3 P4
Year | NEXIM’S QUTSTANDING|TOTAL BANKING | 2 AS A PERCENTAGE
| EXPORT CREDIT (Nm) |SYSTEM OUT- | OF 3
! | STANDING EXPORT |
| : | CREDIT (Nm) |
1990 | 418.6 ! 1215.7 [ 34.4
I | !
1991 | 942.5 . | 1449.2 ] 60.8
| | |
1992 | 1457.0 | 1682.6 [ 86.6
A

BOURCE: NEXIM Bank and Research Department of CBMN, Lados.
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The emerging picture is that NEXIM is now the predominant source of
short—-term trade financing provided t¢ the export sector, with the
rest of the banking system providing less than 15% from their own
resources.

The Banks support for raw material stocks on behalf of manufacturing
exporters more than doubkled, rising from N90 million in 1991 to N249
million in 1992, However, project finance flows slowed, (owing to
problems of cross - defaults in which NEXIM was not directly
invelved) although the quantum of outstanding project funding

4 , .
remained fairly stable at US $ 231.6m in 1991 and US $229.6m in 1992.






