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AJ3STRACT 

. en 
The Nigerian eêonomy has been ~lfed in crises since the early 

1980s. Various policy measures have been enunciated to contain the 

arises; ranging f.:rom Shagari I s austeri ty mea_sures; through t6 Buhari I s 

stringent stabilisation measures and now Babangida's structural 

A.àjustment Programme, despite these~ however9 the crises seem to 

intensify •. 

This study examines ·the background to Nigeria' s structural 

Adjustme_nt Prog:r-amme focussing specifioally on the nature and ori~ine 

f.lf the crises ·in· the manufacturing sector. The theoretical efficacy 

~f f.AP policy instruments/measures in the specific context a~d back-

' ground of the develtt,pment of Nigeria' s ma.nufacturing sector i s examined 

with a view to highlighting tht, opportt1.ni ties and contradictions these 

measures p:nevide~ Macmêconomic evidence on the empirical impact of 

SAP on tho matib.facturing sector is suryeyed, the major findings of 

which reveal yariatiôhs in the impact of the SAP, with big companies 
( 

especially the subsidiaries. of T~ansnational Corpo11ations generally 

_strengt~_ening and widening their dc:,minapce and control of the sect9r, 

while m:,st of the indigeneous smal~ and medium scale enterprises are 

now having serious problems of adjustments. Ss,=ri.e of them have beèn 

forced to close,:..down while '()thers êontinue to face t:hrea"ts of qlosure~, 

bankruptcies and reduced scales of operations. 

The geriera..l levels of mamitacturing investment, employment > 

production and capaci ty utilizaiion remain very. low&. While prices 

and_. 'P!'.?fi ts remain v_ery hi~h.; â.omestic sourcing of raw material~ 9 

dev~lo:prnent of indigeneous têdimology and strategic i:ndustr:1.es sudh as 

th~ eng:i..tieering and eÎectrica1 and elect~hics 9 and iron and steel 
.. ,·.' 

.ind:ii::;rtriés reêè.i Ve .. li ttle atténtie_n unde:t the market regul::itefl en"V'rion-

men-b~ 
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CH.APTER ONE 

:BACKGROUND AND CONTEXT OF THE STUDY 

INTRODUCTION: 

This chapter discusses-.th.e .. general backgrottnd and context of the 
... ~ -'.· . .. -

study. Section one discusses the conceptual backgrouna,.assumptions, 

basis and policy recornmendations o_f s.AP· .as developed within the Neo-- . . . . 

· classical theoretical framework. Secti-on two reviews the crisis and 

counter-:-crisis measurê~ leading to the S.AP :in Nigeria. Section three 

specifioies thèi' research p~blematic as the impact of SAP on the 

manuf~ctur~ng sector.· Section· four outlines the methodology followed 

in this study. Section fivê· clarifies the· scope of the study. 

1. 1: O SAP IN DEVELOPING OOUNTRIES: A CONCEPTU.AL BACKGROUND 
...... '•• 

Co.ntempôrarily, the enduring and generalisèd crisis of World 

Capi ta.li sm bas evoked a pattern df poticy resportse _measures, 

generally called stfuctural adjustment programme (SAP)~ Infact,the 

decaiés of the 1970s and 1980s and by' e:x:tension tlle 1990s could well 

be oallèd the decades of SAP 6f the IMF-World Ba-q.l,. tY:Pe8 

Although the industr.ial economies of Weste;t.'n Europe and North 

Amerlca had. st:r.luctural Adjustments in the 1970s linçi ea·rly 1980s, 

especially with the emergence of 1 11.eaganomics' and 'Thatchèri_sm', 

the scope and method of adjustments in these economi~s diff_ered from 

the S.APs of debtor developing countries
1

(See Ndekwu, 1988:8). 

The spread of S.APè 9 especially of the IMF-,World Bank,.tYPe, · in the 
- · .. 

d.eveloping countries has been ra:pid·;:. Almost all of the Latin American 

and some South East Asian. economies have been engaged in the 

implementation of S.APs. In Afri_ca, although by î 979 only four cotlf\tries 

had a stand-1)y a,g:reèi:Ïient with· the Il'IF, by the late 1980s more "chan 

thirty African.Countries had adopted stabilization or adjustment 

programmes un.der IMF supervi si~!?: ,(IMF SUrvey 9 August î 5 7 î 98fü 26) • 
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.:.: 2 

De-.relop:ï,;ng .c.o'Untri.es wi th serious be.lance of payment and inte:tinal 

disequilibria :u~ly ap:proach the IMF, as a lender of last or only 

resorl 9 for support. The IMF provides 'support' through stand-by 

arrang~ments by which an LDC member country is assured that it will we 

able to borrow foreign exchange during a specified period and up ts a 

gpecified amount 9 provided the member abides by the terms of the arra:nge,,. 

ment, called the conditionality. 

The cona.ltiônalities attached to the use of the IMF credits ~emai,fl 

the m,st contention.a issues, (Killick, 1984). While a member' s a.coess 
1'-1' bl1.'"<UZ.. {.l'C.llChQ,. 

to the ~•serm, tr~n~h• is automatic on request, and access1to fir;t 

credit and lower conditi~nality facilities (such as the·compensatoiw,, 

buffer stock, extended, trust fund and the subsidy financing facilities), 

is subje~t to minimal c~nditi•ns, acee3s to upper credit tranches, 

however, is eonditional on the member satisfying the IMF that the cr~"t. 

is in ·s11pport of an adequate programme of domestic policies designed. \J 
remedy the payments deficits,(Killick 9 1984). The IMF, however, has, in. 

this regard, a mandate to ensure that the use of i ts reso wcces by a. 

meJI1ber is linked to a viable balance of paymente positio~~ ~ermitting 

scheduled repayment of the res::,urces if advances, (See IMF, September, 

1987). 

In recent years, the IMF' s mandate has been stretched to ensu:r.'e 

that the adjustment programnes of highly indebted LDCs enable them meet 

their 8~ternal debt obligations to Western Creditor Nations. Thi~ is 

why a pre-conditiôn for resoheduling the debts of some LDCs is that tlMiir 

adjustment :programmes must be appreved by the IMF and the World J3a-.k*., 

It is therefore not surprising that most LDCs' structural adjustment 

programnes came t•, have more or less similar polioy measures, designed,1 

primarily, to achieve a ~able ba.lanoe of payment position in the ~ 

medium ta:t'!'Il, all •ther meaii'\ll'es a1.1>e a.dopted to the extent +h,,.,+. t.'hey 
. 1qrr; 

contri bute to. aalance of payment v.i.abili ty (Killick 9 1984; }Tri 8kWU, 1fB1: 
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3 

Qbada.n and Ekuerhare, 1988), 

The theo-ret:i;.cal· simila.r.j.ty of SAPs, also derives from the 

theoreti-cal ~ssumptions that inform the articulation of SAP. 

Before "Me discuss the policy rec6mmendations of SAP in general, it is 

more appropriate tô -attempt a theorétical conceptualization of 

structura1 adjustment. -This is particu.:J_ariy important because some_: 

-· oritic.S3 have made distinètion between t~e policy objectives of SAP 

on the one hand, and the strategies of ~èhieving these objectives, 8ll 

the othei·.- - Ït has been argued, for instance 9 that the policy ob.jectives 

could be i-n conflict wi th the strategies, or· rather q_ifferent policy 

strategiès than contained in a particular SAP could be used to achieve 

the same et'i'';jeotives. In Nig·eria, - some o:f the critiques of SAP centr~. 

on ·the dichotomy between what some see as otherwise·good· poÜcy

obj~otives of SAP but wrong strategies chosen to realize t~ese 

objectives in the ccnditîon of under-development, .(See Dike, 1988g-1,2; 

Ndekwu, ·1988; 'PhiÙips, 1987) .: . 

CO-NCEP-TUAL DEFINITION OF_ Sl'RUCTURAL ADJUsrMENT~ , 

In the conventional literature on development; the development 

process has recently corne to be seen as à continous process of . 

structurq;l adjustment, in which an economy acq_uires the capaci ty to 

reproduce itself on an ever increasing scale •. Structural adjustment 

entails changes- or alterations in the patterns of produqtion, 

oonsumptioni' investment and reê.01:U'ce allocation in a gi ven economy. 

It was noted, for example 9 tha-é the transition from backward agrar.ian 

-production to modern industrial economy would entail considerable 

adjustment in the pattern of productieniconsumption, inv.estment, trade 

and even the social relations underlying these. Thus, so long as the 

e66nomy9 as it ·functions currently, has not attained àn optimal equilib

riuin~ so long will there be need for structural adjustment. The need 

CODESRIA
-LI

BRARY



for struotural adjustment arises, technically for any count:ry-, whe~e 

'there is pers;istent imbalance between aggregate demand and agg;egate 
.·',1, ; 

supply, (Killick, 1984: 2), a phenomenon which is said to be refl_eoted in 

persistent balance of· trade defioits, inflationary pressures and deelining 

growth dynamics.. The imbalances ma.y. be. of a tèmporary nature; arising 

from cyclièal fluo.tu~ti6ns 1n supply/demand or i t may origina~e frôin 

s-l:iructural àefects in -the production mechanism; which circuinsta.nces make · 

the imbal~nces long i'unning or persistent in charaoter .•.. Short ,term, 

cycliëal··fluctuations .or,imbalances -usually call for corrective or 
. - . .~ ' . . ' '·- . .. . ,.- .... ,• . ' - ., .. ' "-.:'.~·:" ~', 

stabiliza~ion measuxes9 whilé the more persistent or structural imbala.nees 

oall for structural adjustmènt measures. Econorirl.sts are not agfeed ae:,.:to 

when short-term imbalances become long-te:rm imba1ances. 

Further distinction has also been made between SAP and plann9?- ·. 

adjustment. While SAP is seen as a policy package d~sig~ed to deâ.:l. wÏ.th 

mac:roeconeimic disequilibrià or imbalancesf plarined adjustment poliqies 

are designed to restore equilibrium, while minirriizing any negative 

impact 6ii' d,e:velopment objectives. Planned adjustment also requires 
i,, . 

deliberate reduction in domestic absorptiàh relative to incarne, combined 
. .. . ' ' ~ 

with supply ·side measures=-, d~signed to prbmote the production of ex:ports 

and import sub:sti tutes (Killick, 1984: 2h 

Wi thin the ~onte:kt of geheral economi'c crises in the Th:lrd World; 

S.Iœ has corne to mean a set of policy mea.sures and institut ion.al 

r~f o:rms . q.èsigne~ to restore. balanè'e and· growth in. a depressed econômy •. 
' . .$ . . ' . ' ' . ' : '" 

.. SAP in LDCs is };lardly a re~ t of deliberate,· consèious internal. efforiis # .. ,'• .. • ... 

t• restructure the economy. Infact 9 for,. Third World debtor aountries 

SAP cimprises of an art.iculat99- progrânnne and 'poli.oies' for debt nègotia,

tions:;(Ooa.dan aP.d Ekuerliare, 1988; Ndekwµ, 1988';: Faber 9 1989). An·LDC' s 

debtsare rèscheduled inly if it imrsues structural adjustment policiés:., 

that 1ink econoillic rooovery, ostensibly, with the resto~tion of balance 

:ln the e~rnal sèctor\ . 
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1~ 1:·2 ----BASI.è _ASSUMPTIONS OF SAP 
...... ___ ·-.-:·-· -···-·· ·-·-···.·-· ·•.•·· ·:t··::.:... 

The. articulatJt">n of SAP deriv.ed from the theo:rjr of inacw

eoohomiè PC?licy associated wi th the works of Tinb9:rg,en; ( 1956); 

Mùndell (;1_96~); Meade (i978, 1982) and a hast of othèrs.SAP in itll 

è'Ul'.'rerit yer-s,i.on reêeived- i ts greatèst articuJ.ation:in -w..rld 
; "7·-· . 

J?evel~prii'ent Reports (1983, 1986) of the World Bank, especi8:_lly i;he 

1983 publicatioi1 9 the analyses -•f which emphasized the mand-â~I.'Y 
.. ..· . ·,, '' - ,. 

a.rticuJ.â.tion. of SAP iri debtor..;LDCS.. The mode of articuJ.atÜ,n--jf SAP 

0:em-erged·,within ;the neo~keynêsiQU macrq_~.CQJ\,01'!9:.9 .. ~PÇJ;.i,_çy J).·~~~_rk~ 
• . •. - ~ ,.- '. :, .•. .,_, ...... .. . i· .• • ···.·: . : ·:, .,.;· :''. '· . 

Wi thin this framework; economic policy (is a kî.n tà -war strategy) 

reqµires a policy objective~function in which (i) the abjects of 

Pflioy are stated and (ii) the pôlicy instruments for achieving the 
~:i"· .. 

èb~ectives are also stated, The specificatitn of the policy 

~~jective function and_ choice ef policy instruments are all inf:oi;med 

by th~. theor.etical framewji'k of the analyst. Generally, Keynesiàn 

<:l;l,! moneta.:,:lst frameworks have ·been combined in ecclecti-o mann~r, 

albeit incre~singly the monetarist framework bas corn~ to dominate 

in t~e jesi~:,of SAP, (N:flekwu, , 1988). 

The original desigh Of SAP dates back to the neei tci address 
' ... ··· 

the twin problems of balance of payments deficits and budget defici~s; 

suffere~ by the devei~:ped industrial ~conomiris, as:: _a resuJ.t y th;_ 

external shçicks ~f-· the 1970s. I-t was argued then that the balan.oe ~f 
.~ . . - - . . . •. ~ -:· -·-. "l· 

:rayments deîicits (e~e:ri1al ~èalanc,e) that arise f~?m high en~rgy 
·.' 

c•sts~ created ïudget deficit (int~~rial irnbalance).. Thus, elinûaating 
'first 

the cause; ( exterpal imbalanèe) became the first logical :p~lièy 

~pjective, and thèn the internal imbalances. Howev-er, the simult~sity 
. 

ang_ inte1-relai;ionshi~,s of the problem7 required choice ef :policy · 

instrum.ents to attack eà.ch of the jrôblems sïmul taneously. The 

mtipclelliaxi à.s,si~n~~t problem; the use of monetary policy to ·attaok 
.· , .iMl)~~· - .·· >- - -..... - _·· - '·'. 

exterriaJ_. ~~J ~~E! and fiscal pol~Cy ·tb attack iriterna.l ·)tnlïalanoe was 
' ... :·_ ·- < ' ·:· .-:, ._· .·_ -._ 

invoked. · Hbwever, it ,;,a.'s later reôognized. that multiple -p~lioy. 
-~ . ' ' ·. ·; .- . 
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pl'6blefus (M), req_ui;re policy instruments (N), (Nd~kwu, 1988~ 6), 
' 

Ih the' bands of the IMF and the World Bank,· the design of si;ructural 

adjustment policies came to be associated with .achievement or 
. . . : 

restoration of external balance as the pririlary goal of economic 

policy. 

1: 1: J THEORETICAL BAEIT::f- OF SAP 

· There are basioally two major theoretical strands of SAP. 

The·dominant one being the monetary approach to balance 9f payments. 

The •ther strand is the so-called Absorption App_reach to balance of 

Jlayr!ent s. 

According to the monet~~ approach balance of payments deficits 

or su.i:pluses reflect stock disequilibrium between demand and supply 

in the lll!3,rket for money. A 'balancé of payment deficit occurs when 

ih~ ~tbbk of.~ney exdedds ihe dem~nd for meney balances. 

Essentially, any eXJ~ai,~ of d6mestic credit (money supply) leaks 

ab~ad resulting in taJ.ance of payments deficit and reserve loss. 
\ 

ôn the other hand, a surplus 1n the balance al payments occurs when 

the demand for money balances e:x:èeeds the UÎôney supply • ·. 
~. a 

According to the 1Mf, the basic cause of balance of payments 

defiëits is ex~essive m~netary expansion, rn(IMF, 1985). The monetary 

expansion can~'be f'rom bank credit and or money creation. Cheap money 
•' 

(borrowing by f:rms on tpo easy i:îr:ms); exce~sive waé,;e claims(due te 

t~âde uni~n movement and.government fixing of 'wages above their 

market-. +evels); government budget deficits ( to finance subsidies); 

and the unwillf:ngness of government te è.ur' the.se. expendi tures and 
··. 

•r:œa:tsst.i.es; and oth~i' 5sources of monetary expansion, combine to 

·Prring abotrt increas-e in aggregate demand more than aggregate domestH1 
1 . • • -.. . 

J)rôduotion·~apacity could èope with;. This translates into ,ë(i1113esin 

relative J>rioes and therefore an overvaluation of the local èurrency, 
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the effect·of whioh wouJ.d be to encourage import, discourage exports 

Œ.>e_ 
and induce capital movement out of the economy~The~e cummulatively 

oause balance of payments disequilibrium. 

The policy implication of the màrieta:cy approach is that contrtl 

of domestic monetary and credit ex:pansion is a necessary and sufficient 

balance of payments policy. The only p11rpose of other :policies is te 

s:p:eed up the adjustment process (KilTick, 1984: 10) •. The IMF, the:rèl'wa, 

stipulates credit ceillings; credit squee.ze; d<;lfl-ationary monetar., and.. 

fisoal policies 9 an_d devaluation in adjustment programmes. 

Another :policy implication of the monetary approach,_ i.s that 

__ derived from the assumption that inte:rnal and external :imbalances are 

:1'8,ted largely in inefficient and di·stt,rtiona:ry government interventien 

in. the allocation ôf resources.. It is partioularly argued, that high 

budget !ièf·icits to finance wide rangi!tg' subsid±es, controls imposed 

e~ prices
1 

interest rates (financial repression) and exchange rates) 

high tariffs and quantitative restrictions have all creat~d distortions 

in policies and costs 9 thereby obstructing the market mechanism from 

restoring balances at both the domestic and external levels. 

Consequently 9 SAP is an chored on the free market mechanism; there 

·is emphasis on shifting the pend;ulum of economic activity from the 

public sector to the pri vat.e seoto:r, to ens~e that the foroes of 

demand and supply guide the econonw towards an equilibrium, in the 
. . . fo.. re k::, op-1-i tV!ct. ( 

:riru.an~e of :payments, and in resëu.rèe allocation, along Paret• •ptill,al 

levels. Specific policy prescripti,ns include eut baok in government 

ê:x:p_end.iture abolition of consumer subsidies, tighter credit poli ci es, 

higher interest rates~ trade liberaJ.izatiûl;'l,, devaluat;i.on and greater 

~ontrols ôU wages and salaries. 

The sec.ond maj~r theoretioal basis of SAP, is the Absorption 

~p!)~ach which is also closely related to the nonetary appreach.: 
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The ·ab·sorj)Ü.ê'n ·a.pprêiadh analyses macroeconomiè behàvio~ on the basis 

of the relationship between residents of one country• s- expendi ture · on 

dë>rilés't"i6 'and fo-teigh goods and services on the one band.and their 

à.omestic· income or the. activ.ity in the national econon:w on the other. 

Maorèeconomic · equllibrium is · achieved when_ the. total flow of goods 
\ 

and services in "to the econon:w equals the total use, Br absorption •f 
goods and se1'V'ÎC"és •.. If àggregate income exceeds absorptionp. there is 

a sU:t":plUs in the balance of payments. Conversely, an exc.ess of 

absol:'ption over national income implies an equivalent -deficit on the 

èiJ.rrent acoount of the balance of payment s .. 
The policy impllcati~n of the absorption approach 9 is that defi~it 

in the current account can be reduced by a decline in absorption 

(relative to incarne) or by an increase in production or both. 

Polii:;ics in SAP, assume that it is easier to reduce absorption than 

incrèase production: (übadan and Eku.erhare, 1988: 9). Thus, policies 

advocated include;reduction in public expenditure; through elimination 

of subsidies, raising of ta:irns; reduction of private consumption and 

other demànd.inanagement policies·, which direêtly affect absorption, 

increàsèd foreign resourc!e. flo_.fs is sometimes recommended as cri tical 

ta the adjus=tment prO"cess.,. The basic thrust of the policy measures 

· h · · · th f t · t d t · credi t - · · t i·s, owever, e -use o res rain on ornes ic · · expansion o 

c~ntrol aggregate demand for investible fùnds, imports and foreign 

exchange, these ~ould reduce pressure on external resorves and release 

rescuroès for the external sector ta enable debtor LDC meets its debt 

o'hligat":ionso There are other supporting policy measures, especially 

expenditure switching policies, external debt management and supply 

side policies. Exchange rate mechanism is the major instrument for 

switclttlng expenditure from foreign to domestio output. Growth of out-
il., 

:put, however 9 does not seem ta be a cttmtral objective of SAP, 
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SUpply side policies are pursued only to the extent that they would 

lèad to :an improvement in the country' s balance of payments. 

(Obada;n·and Ekuerhare 9 1.988). 

The ·whole logic behind the structural adjustment measures is 

simple.. :Oevaluation is ex:pected to discou:rage imports, promote 

exp<>rls, ~®' capital flight and attract more foreign investment to 

generàte more production in the medi'.lm to longrun to offset the 

shorl--rün inflation. Trade liberalization is to encourage efficièncy 

and competition and thereby increase output and employmentœ Interest 

l'."àt.e deregulation and reduction in gôvernment expenditure as well aa 

privatization are expected to shift resources from unproductive, 

inefficient sectors ta more efficient and profitable sectors. Wh.ile 

realistic wages 9 involves disciplining labour; weakening trade union 

movement to ensure cheaper cost of production. 
<"'·.,.: 

Having seen the general background 9 assumptions 9 basis and poli-.y 

:prescription·s of SAP 9 we will now turn to the specific articulation of 

s.AP- in Nigeria. 

1r,2,e CRISiff AND CO;uNTEE .cRrsr:s, MEAsUREs iN· NIGERIA: THE SI'RUCTUitiL 
'' . l 

.. 4.m~T. P:âbG~ ±1i:. JWR.SPJll@ttm~ 
In this section we attempt to provide a generai h:i.storical 

baokground to the S.lœ in Nigeriao The Nigerian economy has been 

experiencing a very profound crisis since the èarly 198os. The criais 

manifests itself in unprecedented levels of mass unemployment, 

declining real wages 9 spiralling inflation9 growing capacity under

ut:U.ization and increased indebtedness. These have led to a catastro

phic fall in the already miserable living conditions of the majority 

of the working classes and other poo~ sections of the society. 
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Of course; the nature and dimension of the crisïs, and the various 

policies pr•ferred bf. successive regimes to attenuate i t have varied\ 

"'-,.·· 

The collapse oi oil prices in 1978, and especia1ly in the ea:t.Ly 

198os, exposed th~ structural weaknesses of the foundations of the 

Nigerian e~Q.nomy. Government revenue, for example was reduced from 

,322.4 billion in 19~0 to i16.J billion in 1981, and to a lower figUM( -~ 

of- ,t12.ff·billion in -19,82, (National Experts Com~ttee Report, 1983). 

a,, Go-vernment deficit rose fromN3.7 billion in 1981 to N4.9 billion in 

1982. The GDP, at 1977/78 factor cost recorded negative growth rates 

' 
dsclined in absolutê terms; fromN4.4 billion in 1978 to N3.7 billion 

tn 1982P and in relative terms from 1~/o of GTIP in 1978 to 1J,,6 in 1982~ · 

(NEC,,.! ~83). Industries ex:perienced ·severe short ages of raw materials, 

sp~;re_éparts and other inputs. Average capaoity utilization ratEis stood 

at less than_ 4<Jl,,6. in 1982) •. Many-,--industries had to close down, others 

embarked on massive r~trenchweht of labour. The number of people 

ergployed in the manufacturing -'industry declined from 45~, 632 in 1986·-. 

t~. 449,:093 in 1981 and to 32~,741 in 1982, (Federal Office of 

Statistics, 1985). The external debt rose from N2 .billion .in 1979 to 

N12. 8 billion in 198'1 and to N14. 7 billion in 1982 (NEC, 1983) • 

1: 2: 1 SHAGARI BEGDŒ 1 S I AUSTERITY ERA 1 ~ 

It was against the background above that the Shagari regime's 

Economie stabilisation (Temporary Provision~) Act of April, 1982, was 

intrqduced. The Act provided for.austerity measures characterized by 

import restrictions, moneta:cy o(>titrols and public expenditure outs 

( see Og~nna, 1984). The measures were meant as short-term measures 

to, restore balance in the co_:untry1 s balance of payments, reduce 

consumpt±on ~:f,' imported goods, save foreign exchange and encourage the 

use of loc.al raw materials,. 
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The Shagari regime failed to implement these reformist measures 

seriously." Fo.r instance, import licences were not only bureaucratized, 

but also given to mainly party stalwarts 9 touts and middlemen who vtere 

hardly involved in direct business operations 9 but rather hawked t~em 

to genuine im_porters 9 at exorbitant rat.es. In any case, even if the 

measures were successfully implemented, they would not have made any 

impact given the fact that they were largely èosmetic and failed t~ 

address the fundamental structural problems. 

~~ 
T~~- inspit; of the austerity mèasures; the crisis deepene,d. 

The GDP further recorded a negative growth rate of 4.1.% in 1983. 

Inflation rate rose from 7. "f/o in 1982 to 23. 2'/o in 198 3,: · many 

industries as a resul t of shortages of imported inputs closed down. 

Retrenchment of workers in the private sector continued. Sorne workers 

had to go on half sala:ry 7 while others were owed salary a:rrears ... for 

months. Scarcity and hoarding further escalated price inflation. 

The external debt further increased from $8.4 billion in 1982 to 

t11.8 billion in_1983 7 (CBN, 1985). By June 7 1983 the Sha~ari regime · 

had started negotiatie:..lS with a group of Western oreditors for the 
Nigeria's 

rèscheduling of outstanding trade bills estimated at over 

Ïll4 billion. The credi tor clubs 9 however, refused further credits to 

Nigeria unless the country reached agreement with the IMF. 

The Shagari regime enumerated some more stringent measures in 

its 1984 budget 9 such as9 privatiza~ion of government parastatals, 

imposition; of new o::':' higher fees for pubJ.ic services, reduction of 

public expenditure 9 securing of a ~rld Bank structural Adju.stment 

loan and IMF balance of payment loan~ so as to cope: with the worsening 

crisis. The implementation of demand management measures amig.st the 

deepening, crisis required an authoritarian regime fe.r beyond the 

authoritarianism of the Shagari regime. As General Buhari, the Head 
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of the Military junta that ousted the Shagari regime in a militai-y 

oeup of 31st_:])ecember, 1983 9 noted 9 
11the civiliah goverriment lacked 

the will to tackle the(se) serious problems aif ecting the economy", 

(Buhari 9 statement-.n 198.5 budget). 

1; 2g 2 BURA.RI REGIJW}!.s.(~Al3ILISATI0N ERA 

The Buhari regime 9 therefore, as a 'corrective' regime 9 reviewed 

and imposëd in very draconian ways most ·of thé Shagari' s stabiliiation 

measures.... Sorne institutional reforms along w:î,tp. coun\er-trade, massive 

retrenchments of workers in both the private and public sectors were 

pursued to reverse the worsening crisis and restructure the econorey

along · eff:i;cient state capi talist · lines. Negotiations wi th the IMF' as 

started by the Shagari regime continued. 

Although, the Buhari regime had accepted most of the IMF condÜion

alities for Nigeria, (see West Africa, September 9, 198.5 and the 
. . 

Statement issued by the Presidential Comrnittee on the IMF debat.e). ft..a 

failure to devalue the naira substantially, remove oil subsidy, 

liberalise exbernal trades, and derègulate prioes meant that it would 

not recei vé the endorsement of the international capital market. 

The London and Paris creditor clubs refused to sustain Nigeria1 s 

credit linés. The regime could not therefore, collect the ~.5 billi~n 

loan i t 1sadly needed to offset part of the countryi s debt and r~ · 

open the blocked lines of oredit •. The flow of essential inputs was 

thus seriously impeded. The productive capacity of the economy was 

seriously constrained •. This led to sharp fall in the levels of output 

and employment. The GDP growth rate at 1977/78 factor cost recorded 

a further negative growth rate from 4.J.Vo in 1983 ta .5.9'/o in 1984i 

(CBN 9 1985)., Hoarding and profiteering intens:i.fied, and these 

escalated the inflation rate from 23oé% in 1983 ta 39d~/o in 1984. 
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Industrial output declined by 41% and 1 î. "fJ/o · :l..n -198 3 and 1984, 

respectively. UnempJ_oyment increased from 1.1'/o in 1981 to 9. "'fl/o in 

1985 (Adeniyij 198.5). External debt rose from ~11.8 billion in 1983 

to $14.5 billion in 1984, (Ahmèd 9 1987y~-

The worsening crisis, coupled with the collapse of oil prices 

made the regime to impose further i ts own stringent regulatory m~asUJ:'e~. 

This, however 9 was met with greater opposition from the workers, 

students ·and professionals. The regime became qui te unpopular as it 

sought to repress iri draconian ways all opposition toits measures~ 

The state àpparatus that was used to intimidate and repress the 

people also became an instrument in settling some of the differences 

in the supreme military cquncil 9 (SYIC). The divisions and suspicious 
reeolved 

within the smè were in 9 what seemed to be the first, pro-IMF 

military coup in Africa, which occurned on August 27th, 1985e 

1: 2: 3 BABANGII}A\ REGIME' S STRUCTURAL ADJUS'IMENT PROGRAMME 

The Babàrtgida regime that emerged ·with th~ August 27th 9 coup, 

promised to ~reill-c: the deadlock in the IMF hegotiations with the ousted 
. ~ . 

Buhari regime. · The Baàangida regime 9 after iproper' arrangements, 

inaugur~ted on'September 25th 9 1986, the Presidential Committee on the 

IMF loan., The Committee conducted an unpreèedented national debate 

on the desirabiiity or otherwise of Nigeria·' s obtaining ·t2.5 billion 

lF.ŒF Loano The outcome of the debate was an emphatic and overwhelming 

public rejectiori. of the IMF conditionali ties and loan ( See National 

Concord~, SepûembeÎ' 20 9 21, 1985). The government was forced to 

formally abandon loan negctiations wi th the IMF on Deoember, 13th, 1985, 

(Africa Toda.y, 1989g22)e 
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However, whil~- the debate 6h the IMF - Loan was in progress,. a 

15 - nxmth state of Natiônal Econolric Eiilergèncy waS:l declared, under 

the Economic<Emergency powers Decree No. 22 1 1.985. 

.. of economië emergency, the regime'hopèd to ensure 11 strong belt -

t.ightening~' to shift att~ntion-f:roin Commercial to productive activiti~s. 

The regime also sought to piace greatèr emphasi_s .on international 

competitiveness and promotion of no~oil--exports. These were to be 

achieved through greater efficiency in public and private sectors,.,._ .· .. , 

decentralizatioµ of decision making apd avoidance of direct b~reau

cret.ic controls in faveur of 9 partioularly for the. public sectmr, 

alliowing the rn'arket ta allocate resources. There were also provision:'s 

to mop up liquidi ty in the financ_ial system from unproductive services 

like hotels, breweries and distilleries to more productive areas 

notably .rural development; with emphâsis on agriculture - fed 

industrialization/see CBN, A'nhuai Report and statement of Accounts, 

De-cember, 3 î st, 1985 ~ 1 r) • 

The 1986 budget clearly laid the pro-,.IMF picture of the 

B'abângida reg.ime. The regime sought to restructure and diversify the 

p':tôŒü.ctive base of the economy in order t-9 -~educe dependence •n the 

oil sector and itnports., It also sought to achieve fiscal balance ana 
·.. . 

balance of· paytnents viability' over the medium term and establish th.e 

basis for a sui table, non-inflatio'pary- .growth path for 1_the Nigeria,n 

economy. 

Aocordingly, the 
61ActJ~+ 

1986 provided for reductions .in subsidy on 
/\ 

.:pet,roleurn :produots; eut in subventions to most, parastatals by about 

.,cP/o; imposition of a 3CP/o' import lévy on all cat.egor:Les oî .importa; the 

incluslon of more i.tems ~n thê prôl:ifbiti·on 'list; the intensification 

of the import .1icensing scheme; the sh:if:t ïn emphasîs :ta 'rural 

·a,evelopment; provision of vàrious incentives for the promo:t,ion of non-

'ô.il expotts~ coritïnuation of ·;the graduàl ·aey:re.C:iat'io:ù .of the naira and 

à· 
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the intentionr ·of deregulating exchange. rates and prices; reviewi.ng 

thè tariff regime, divesting the state of some of its holdings ando 

liberalising _the economy~ Most of these- were to form part of the 
· ...... -~ ··. 

comprehensiv.e ·structural adjustment package of June, 198611 

The sudden tumbling of p~troleum p':t-icès to. as low. as ·under i1ô 

per barrel during the first half of· 1986, the underlying · structural 

contradictions of the economy, pressures from the international· 

credi tors and their domestic alliesf all .coÎnbin'ed to reduce the scope 

neg•t.i-ate del:Jt rescheduling with the international· 9r~ditors. The 

latter, however~ continued to insist on IMF gu,arantee; wpich could 

4P'!dy be cbtained wi th the regime implementing a struct.ural. adjustment

programme. The ::Sabangida :regime in ,the circumstance, drew its local 

variant of the orthodox structural adj:ustment programme, 1 in clo~_e 

co_llaboration wi th the IMF and the World Banl$:' ( CBN, Ar,i.nual Report 

and Statement of Accoun:ts, 1987~30) , __ without, howeve_;t.', taking the IMF 

faci~ity._. The World Bank: 1 however, was to. support .the pr~gramme 

through its lending facility~ 

.. . .The ::Saba':lgida regime, thus
1 

put in place a S.IJP ,. which was suppesed 
ll 

to,la.st from July, 1986 to June, _1988~_ SAP according to the regime, 

w~s. introdu9ed as a m.edium and long t~rm p~llicy package aimed at 

altering a:nd alig.ning aggr_egate dorp.estic exper,i.diture and production 

pat~erns, so as to minimize deJ)endence on imports, enhance non-:,oil 
. . :·.····. 

e:x:ports as .well _as bring the economy b~ck on the path of steady, _ .. 

balanced. and non or lDinimal irifiationary _gro)'ftri., :rt is_ .. ~so sta,ted 

that .the thrust of the programme is to achieve economic reconstruction, 

sooial justice and self relÏ:.ance ( see Federal Republic of Nige:i::'ia,_ 
. . . 

(1986) Strum::ural. Adjustm~nt Progrl:)JIJIDe for ~igeria,,July, J_986 - June, 

19.88, Lagos 9:-henceforth, the S.IJP a,c~~nt). _, 
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In pursuance of the aforementioned objectives the ~ +.elies, 

basically, on the restructuring of relative prices and incentives as 

a m8chanism fo:r induc.ing·shifts in resoùrce allocation in favour 

of tradeables; the deregulation of public sector activiti.es. and the 

elimination of subsidies as a means of securing efficiency in resouroe 

allocation and reducing public sect~.,..deficits, the rescheduling ,of 

'the çountry's' exterrial debts and seèuring of greater foreign resource 

inflows~ The specific strategies of achieving th.ese, comprise of 

t;~â.~ ·~na: ·êxdliartg'e '1iberalisation, irltêrês-t'd~rêgû.làti'on; ·j3rivâtiza

tion and or èommercialfzation; ihsti tutionaL refqrms and debt 

rescheduling. 

1: JsO PROBLEMATIC: IMPACT OF STRUCTURAL -ADJUSTMENT PROGRAMME ON TlllE 

MANUFACTU]ING SEC®&,. 
Q 

. Îh this section we del:i:neà:tB :tb,e _speç_ific area the study is 

concernéd with.., ihe introduction of the SAP has had a profound. 

impact on the econorny and society of Nigeria. Never was therê à 

polièy in post-colonial Nigeria 1hat bas been ai subject of intense 

and varied debate as the SAP~ The Government bas argued that the 

balancé of payments position bas improved; the GDP rosed from t~~ 
-"' 

in 1987 to 4.1/o and l.$6 in 1988 and 1989 respeêtively. Production of 

non-oil exports like Cocoav Cotton and rubber has increased thereby 

raising the levels of rural employment incomes and standarcls of 

living.; Imports of luxury consumer goods has been reduced. The.:level 

of industrial · capadi ty' utilization rate has inc.reased. The country 

was a•le to resohedule some of its accumulated. debts and. restore 

internatiinal confidence on the econorny~ 
. ~ . . - .... ,. ~ -·· 

Government; ho:wever, 
. . 

~~cdgni~ed that· insp:i:b'è of the ~ gains I of the SAP, some 'inevi table', 

'undesirable' social costs of adjustments 'have developed and hà.s 
.. . . . -

offered a 'SAP relièf pai3kagei to · ,Ü._!Ylé.tii:/-Jt:'e. the suff erings of 
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especially the low incarne and vulnerable groups. 

Sorne critics have focussed attention mn the social costs of 

adjustment and argued for some reforms or modifications of the 

programme to suit the pecuJ.iar circumstances of a developing co'l.llltey 

like Nigeria, (Ndekwu 11 1988) ~ While some cri tics argued ··that the 

objectives of the SAP are laudable and plausible they ~arreled with 

some of the strategies and instruments for achieving these objectives. 

SUggestions have been made for modifications, timing, seq_uencing and 

phasing of adjustment measures 9 some com_plimentary meàsures were also 

suggested, (:Bierstaker 9 1990). still, others suggested for a return to 
.; 

Keynesian prime pumping era (Aluk•, 1989). Sorne radical scholars. 

howevèr, viewed the SAP 9 as a disaster visited on the working classes 

and other non-propertied sections of the society, while enhancing the 

acèumulation opportunities for the minority capitalist class. For 

these scholars the SAP is a bourgeois response to the crisis of 

Nigeria' s dependent capi talist economy., They argued that the SAP is 

essentially anti-people and therefore cannot be reformed. A democratic 

socialist revolution is the only solution for the chronic crisis of 

neo.-colonial, dependent capitalist economy (Toyo 9 1988; 1989). 

Sorne neo-marxist scholars,. have argued that the SAP is :progressive in 

that it aims at dismantling the inefficient, state capitalisli 

model of accumulation in favour of a more efficient, ahd autonomous 

Illôdel of capi talist accumulation. This;·ti-1ey suggEisteq.; is likely tfl 

stimuJ.ate the development of productive forces; and g,enerate greaiér 

working class struggles due to associated bard.ships, and suffering 

which may oulminate in t6 a sooislist revolution (Obadan and 

Ekuèrhare, 1988). 
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The major focus of this study is the impact of S.AP on the 

manufacturing sector. The S.AP itself is anchored on the premised 

that the manufacturing · sector needs a fundami?ntal restructuring to 

correct the distortions in the excharige rate, tariff_ regime and 

domestic price·s that becarne aoute in the late 1970s and early 1989s. 

Since the introduction of the S.AP profound changes seemed to have 

taken place in .the manufacturing seètor; .Îndustrial costs have gone 

up by more than fi ve fold; forcing many _industries to fold uI?, . 

retrench. workers and introduce various ratiohalizaticm .measures •. 

In the Lagos area aloti.e-·about 720 sinall businesses were çlo.sed 

down in 1987 9 which according to some estima tes meant that ,about 

2.5,ooo jobs might have heen lost in the process 7 (ilir_st Bank of 

Nigeria Q,uarterly Revi·ew,.-September 1988~ 7 - 12) ... Average capacity 

utilization stood at 2.5% as at 1987 compared t§'"1~~in the :pre-SAP ·- . \ . 

year of 1986. According to the Manufacturers· Association of Nigeria. 

(MAN) 9 there was a huge stock of fini shed goods valued at over 

N70 million, representing about 1.5% of total production from a· 

sample of only 31 Companies, in 1987., '. tt îs thus i-mperati ve to 

unravel the dynamics of the adjustment process in· the manuf.'actu:dng 

sector; to highlight the opportù.ni ties~ potentiali ties, and 
C 

contraditions thrown up by the SAP. More fundamentally questions ,, . 

should be asked such as; What were the fundamental. probl.ems in the 

manufacturing sector before the introduction of the SAP?.. And 

whether the SAP policy measures adequately address these problems 

and the possible future trajectory of the adjustment process in the 

manufactu.ring sector. 
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METRôl'ôLOGY' 
-· 

The study is conducted within the analytical framework of 
'· . ~ .. . .. 

Ma-rxian poli tical ecolKJ.my. It is accepted here that 6ther theoretical 

frameworks could also highlight the adjustment process 7 but greater 

insight wili be deri ved through the MM'XiÏ3t analytical frameWôrk. 

The latter framework insists that a policy decision like the SAP 

must not be seen in a poli tical vacuum but. agc1inst the background, 

history 9 oont"Ta.dictions and struggles in a parti'cülar social formation. 

Therèfor-e, we-- p:q,po se that capturing th? -dynamiqs ;-of, the adjustmeht 
..• 

process .;in the manufacturing sector,. ,consequent upon the intrèductf~ 

of -the SAP requires an understanding of the historical emergence oL. 

the contradictions and crises of accumulation in the sector and the 

specific reles of the state in regulating or mediating these. It is 

contended here that the present cri si~ _to which the SAP is a response 

to~ h~~ its roots in the sp~èi.f..:fo- nàture and patterns of Nigeria' s 

i'noqrporation in to the world capitalist economy. Capitalist incè:r..,._ 

poration of the economy lar~êly destroyed 9 and transformed the pre-

colonial structures and proc-esses of accumulati-on 9 to:/s~rve the 

interest;:i of world capitalism. Capi tali·st accumulation structures 

and social relations were transplanted QD the vari0cus pre-capi talist 

modes of production •. _ -successive state policies since independence 

have taken the underlying structural deformi tie s and social relatiçns 

of p eripheral capi tali sm as gi ven, and have sought to change them in 
0 

favour of the rising domestiq bourgeoisie. 

The study 7 thereforei proceeds by first, a review of the origins, 

nature and development of the crises in the manuf acturing sector, 

before the introduction of the Silll. ~ This i.s to provide an objective. 

basis for examining bath theoretic_ally and empirically the impact_ of. 

the S.AP. on the .sector.. . 

0 
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Secondly, the study then articulates _the S.AP :policy measures 

with regârds -ti9 the identified :problems ip. :the manufacturing 13ector. 

,,._ i:):1).e effica.ey of the measures wi th regards to the seètàr is 

critically evaluated wi thin the context and develo:pment of the· 

manùfacturing sector in Nigeria. 

Thirdly, an empirical survey of the impact of the measures on 

the sector in terms of some s:pecific indices of manufacturing 

performance 1~ attem:pted. 

-· .. ;_.,_,..1,~ •. v,.-4~ .... ,,,-. -· 

Finall:Yj····soin-e general conclusions are drawrcfr6m·tbè' s-tudy. 

h)gO SCOPE OF THE S:rUDY 

'Broadly 7 the "study covers th~ :period from the einergenc~.- of 

modern manufacturihg industrie.s in the :period after_ the second 

World War through the colonial and :post-colonial times,.. (1945 - 1989) .. 
·•' ' • r 

Subject to data avail-a1'ility 7. the emphasis is on identifying the 

general trend in the development of the see:tor .. 
. ., 

, .. Tl:le stup.y relies o-n. _data deI'.ived from the J,i'ederal OffJce. of 
. -······ .. \. . . . ' . '. . . .· .. _. ' •,. . ' 

Stati st.ics 7 Central ;Bank of Nigeria,. Federal Mini stries, of Economie 
... ·. · . . : ,. . _. . . 

Planning; Finance; Trade, Commerce and Industry; Labour, Employment 
. . . 

and Productivity 7 the organised priva~e sector _like t_he Manufactu.rer:s 
- -~ l • 

Association of Nigeria National Association of Small scale Industries,. 

'Bhe usual limitations of these sources, should therefore be ,oroe in 

mind. In th~ study' attempts hav~ been made t~ C()r:t.'oboràte somè of 

the __ sources by p:['.esenting the data derived from them as alternative( s). 

The study al~o usel?··;the research finç1Jngs of. ,scltolars both. published 

a!ld unpub],i_sh~d and alLl:3bur.~es have beeri. scrujulously acknowledged. 
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Finally 9 i t 'should be poted that the SAP· was only &bout 

(4) four' years when this study was completed and comprehensive 

data on the impact of the programme was st.ill emerging, pence, 

the èv~luation is necessarily a preliminaIT. one whièh we hope · 

w:Ül pr6vide a basis for further study, 

;,l. . ; i'. 

' i .. 

J.1-t,r;~ft~!~'.?f?-=lf'#i'\f, ::"'1: .(l'·•'rf?· , .. ,:~·:r<· 1 • 

CODESRIA
-LI

BRARY



22 

CH..APTE1t.TWO 

PRE-SAP DEVELOPMENTS IN NIGERIA' S M.ANUFACTURING SECTOR. 
k· •• 

INTRODUCTION: 

An essential dond.i tion fe.r a proper evàluation of _the i-m:,act 
:- . (;- . "' 1 

of S.AP ori'Nigeria' s manufacturing sector is ·t·~ have an objective ·

background review of the pre-S.AP developments in the sector., wi th 

a view to identifying the major problems in the sector. 

Section TWO, reviews the specific roles of the Nigerian state :ï,n 

· the dèvelopment 'of the sector before the introduction of SAP, 

Section THREE reviews the growth and development of tl+e manufacturing 

secto_r. Section FOUR concludes the chapter. 

2; hO :BACKGROUND TO MODERN MANUFAêTUR.Ili!.G IN NIGERIA 

In this section, a reyiew is made of the origins of modern 

manufac~uring industry in Nigeria• up. to the ipdependence era, so 

as to provide a general background to the specifip roÎes of the 

state in fostering developmen,t in the sector during thé post..;; 

itidependence era. 

Inspite of their primitiveness, g,iyen the low levels of, 

development of the producti:ye forCElS and social relatiops 9 the 

various pre-capi talist modes of :produc~ion in pre7 oolonial Nigeria 

had their dynamics located wi thi,n them~ studies have shown that the 

pr~colonial Nigerian economy was an internally integrated production 

system with agricultural and mining activities providing the food 

and raw materials requi:tenients for internal consu'11_ptio:ç., manuîa.ct

uring activities, (basically of the hand craft types), and experts. 

Symbiotically, the manu.fa()turing activ;it:i,.es provided the consumpt~on 

goods and inv,estment goods ~eqû:i.r ëd- f:or internt;\l cons'{.Ulï:p"ticc.: ~,.,ri 
), :o. i -~.· 

developmerit of the productive forCElEl~ 
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The symbiosis between the different sectors formed tpe basis for the 

internal development of commodity production in the pre-colonial era, 

whioh was oriented mainly towards the meeting of the internal 

consumption requirements of the economy, (shenton, 1986; Ekuerhare 9 

1983). There were of course obvious limitations and variations. 

The general trend, however, was that of retention of the social 

surplus within the economy for both productive and unproductive 

consumption. 

Capità.i'fst :penetration, from the period of the trans-atla.ntic 

slave trade through coloniali sm,) destroyed the centre of gravi ty of the 

disparate social formations that were to make up Nigeria, and 

instituted a pattern of production,consumption and exchange oriented 

towards the requirements of basically Britain. The transformation of 

these p+e-capitalist social formations was undertaken in phases 

corresponding to the changes and transformation of world capitalisme 

First, thèse social formations were suppliers of slaves to the 

plantation farms and mines in the New World and later wi th the 

industrial revolution, through the agencies of iinper~al trading 

Compànies like UAC, PZ, SCOA, CFAO, JOHN HOLT, G.B. OLLIVANT, 

indigeneous middlemen and the colonial state, they were oriented 

towards agricultural and mineral export production for, and importation 

of manufactured consumer ~oods, from largely Britain and other 

oapi talist countries (Onimode, 1982). The incorporation in to the 

imperial circuit of capital resulted in the subjugation of the pre

capi talist mode of production and grafting upon i t the capi tali st mode 

of production (Ekuerhare, 1983). 
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. The specific nature of the incorporation process by ·me.rehaut . 

. eapital and the colonial. state at the Jime when capi':l;él-lism had 

ass11med a transnational charaoter placed serious cor1straint.s -on the 

emergence and development of balanced and integrated capi talist 

accumulation:. The agents of integration, merchant capital and the 

.. eol~,nial state were in Nigeria mainly to lpok f#r raw materiaj.s, 

find marketr for industrial · companies in Ell!\,9pe, and generate ;profits 

for their capital. The colonial state through a set of policy 

measures was, ab.le to effect some major transformations. in .the. co;Lonîâl 

ecçmomy,. First,. through the ~f ecti ve. control and monetization of the 

e,c9nomy;. introduction and or imposition of taxes, establishment o:f. 

infrastructural facilities like roads and rail lines, re-oriented 

peasant agriculture towards the production of primary commodities and 

their ,eJracuation to Britain. This s,evered the raw material base of the 

local cottage industries, leaving them to either atrophy or play a 

subordinat~ _role in the colonial dispensation (Bangura, 1987;3), 

The colonial state, also? t:tlrough discriminatory taxes, laws 

and even ,utright military actiop., destroyEld most of the cottage 

~ndustries like t.extiles and leather indust;ties. that sustained. the 

i:,ompetitiot;i with the cheap imports ~y the expatriate mercha.nt f':b.me;, 
. - ~ 

(smitf,-1979), Most of t.he otherwise._local enterpreneurs, were 

t:u.rned in t,o or. relegated to l,i.oeP.sed Buying Agents or distributors 
. ' . . . . . ~' . . . . 

tf the impor~ed goods of the expatriate merchant;.:. fi~13 (Ekereodul~,. 

Tl].e most cruciélJ. aspect of t9e colonial tran~ormation was thft 

disarticu;Lation and destructitn brought atout by the disruption o.f . . - ' - '.: . . - . .. . . .- . - .. . ~ 

tj!e .oruciaJ. linkages between agriculture and industry and the drain 
• ' • • • ;·.'·· :., ., • • •• ~ , • • J • • • - • • • • - • 

~f. the social s~lus to Eur~pe by the colonial ~tate and the . ; :·. . . . . - . .. . ' 

_. . .. J 
expatriate merchant fir?ns 9 that wou.I,d have been used for internal 

: ' ' ; ., ' C _-• ,' ,<,.-• : _. -· i' : . ' . ' ~·-· ' •. 

accumulation and d.evelopment ~ Even though p8,rt of the sÙrpl us was 
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... ,,.- .. rt ,. . ·.·'' ·-:C :_ .· :: ,, .'·:..-: :V· , . . . . ·' ·, ~2j . . . . . °if)' .... 

ûsè<Ftb irnpàrt consumer·~i_13 ,, and·· fina'.ncê thë~ activitiës :ôf<tne:, '· · : . t~, 

_ ëolofiial • statt modern lj1aniifàct~irig "\1â~ • ribt. giveri ',àhy · ètJ&jürâ.gem~nt~ 

À"s·:,13fafièrt .( 1·98$)· obse~ed,:~all Africants_tàte~ wè~~ ï'n 'à',~~;rdance witb 
!: ' 

th~. wo:Ntings ô"f the. capi t,i.ù st. êÔlôr,i:ÛiL· ,~èpn6niy ·t~n.ed: üi '{ô ~tket s _ 

~o:t ·the ·consùinptiôn of" ~anûra:ct~r·eà'· g~qds\'.;t)i;olil ,_tbe,;)nét~o;olitâ;n :;'; ,/f. 
,. ;, 

countries and produc1:1rs of raw rnaterlals-for e~or~. It is this *f'i;aj. 

neglect of industriali zation. by the .coJ..~n.tal· powers which shovJ.d tê · 
•• ··•·• . .. • ,"l,,.. . 

chalked ~P as one of the rnost -µ.npardon~•le indictrnents against 

coloniali.srn •. It also ptovides the stmi;igest _justification-fo~-··the 

viëw that the _oolonial pert•d was the' ~ra _of Càlon:i.al ezjilei.tàt~'ltt',"." \· 

J'.18/lihè"i'ë than'.'thè dè!ft~pment' of. Afri.G8;),0~î!;}1kând_.iw:tre, ~:t9Bes ·.-: }. ï0i:f( 
... ·.. --· .. . 

f~;r~~t, •'é1982:32~) '.'a{;o, '~b~~rl~d' thEJ:t .·th/em~rgen:&~'.Ôf 

mode:t'!l rnanufacturing .in Ni:~e;r-ia was discour~ed ,by -the -poJo:rii~ :,àt:àtEl, 
. ·- .· 

-~~~/.'.rnir~:cn.~B1~-~ba;n;~f,~~:.9'n.~.'$;,j\tlPPi,Y:~ :-rp?,~9:P.?l~~~. a,9;~/ +~~.?f ;;b;gft~~ ::! . 

_èp~;r$ttfor:tf,3_ ,9J'bth~, ,~rfei;Jµg )29,9-J:Q.,; ~;v:st~w .. wli:\.cp;e:içql 1f9;.ed JiJi.$.w;}§~,.,- "'"'~ . ·:'·-·,,.· .. ~-'_. ... ' ~ .. - "':-' · .. ·- ,·-- ·- - -·· ..... , .... ·--.·-, • .,. ,.,, .. , . : ,:__,·- .... ·-. ,._; - -~ .·WJ .. , ...... -~ .,,.1;,;;,.,-- ~,,s, 

:m~r9.q.~nt:s '~9i; a,p,p;i::-ç,p:çia,t~d"' 1'l1;lrpl us.:f1tp_ds,:t9 ,.IJ01:.9-99:. : .. .l\ff./;l,:t.,.1~~tl~.l'.',,;:i\, 

+,;~~~;c_r·~·. ~{ . ~~:.~~9..~T;-~ ~~~g c:+-?;,;;~ ff F~f · ,op ef~t~p~J in ·i~~-~,~~•~: ;~- . 
r,;~ho,p1:~B~)-~g),,é.:~~f.e,:.en~agt~ J~ _fq~m~fgt_~l ._,~p;t;iyj_.ii.~~1:}tft~~~~-11:i.mpfl-'t 

· 53+::J.f,9~} ë:--~-8P~~YE &:9.°'41=l ~l? ~·~·9 8 iS!~.-:~\l~: ~xpsrt ?f,. 7-f~ m~:p eff al,~;.;~tj~;ë1,l 

.~~r-f98~a! :·P~~: ~efl11.7t' 9:lf~·;_ 8~;i.,, Jg,:i:9W}qP-1:ll1;:~ 9-?.ti9B(,~~d.)î1:1B~~~t~,R&lJ~ 

ff.Y.r:Jf~r~:,::,in:"r0 t!~d,.:Ln:jç?cnµf''.3-pt~f.,~-"c··:·;E.îr'P tB-~J§t.'1~f~,PR~3~~f:i-@ieti1t+Y 

W99-~;rn!: .)J;~fac:J;..t a?_ ~:t tt~.-~n~ .. o.f;J4§.; ?.~~çmL.wot+~-: ~;t\'-,:J;~.e;et'W~SiJl~t 
•-.-'•• ,-'!' .... ' :•••-•• '•/''"-•,; -• .. -·~ ••• • ,~ ~,,, ,/••'•• ,,. ,,,, • ,.•\, •. _.,,•·:~·~:.,•,At 0

!"• •) •"•~> ,J ·-·• °' ./.~,!,,'- r•~•• •>• "c; .... •••••}~ 

~i~~-ne;}~t ~çl~r?+}/!f:!:~~t.Otlff.~1t9. ~r1ust~J.rt ~fg~.ff~;L~~'.te?~'f11,l! tJ ~,~i, . 
r:1':i.J::·\nè4relopm~fits't ·hoW'~ver~ oot1'if.wl thin( aiîéiN.ùtifuid'~':"Nigè$i'i:~ J\ l · 

ne~esslctçi.:J;;~d the,::.ce~~tj.qerr,ie~:t ol'.- imP.Q;rj;. ;:uçstit:µt:i,.ot]. .. ,;i..n<iust:ç:Laj.4"z~i;ie,n 
,•,i_'•t~•.,,-,•~, ..... ~ ....... - ,•-i;, ,0 ~ •-':,';__,,,,?,/''•'•"•.",• '?, ':••.,,•~_..,•.~.--l ...,.,,.~,-,•,A,.._.. l~,,-J(_ •• .-,::•'.,t.1.,.,_•, •,-• ,, 

. - ~ 

t:rhWf~efif3:~,i·,t,tL~l1-,e;:-:O~.'? 9~P'+:r:.~h~-"-~e,çllB~P$,)~f9ft!;al?3:+ity\!~i.:t:!'1e~i.;st,,,; 

~w~}.~!l~~r,.~-0 -w!~5'.% .-. di~~i~!,~ ~~9~~·: 9:t.!f ~frf.€1~§9n~J~;- ~Prf-r?-~~.~,, .. , 
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for cheaper sources of raw niateriaJ.s and markets, especially after 

the devastation of the Second World War and the Korean war of 

'1949 • 53, which created shortages of nearly all raw materials, which 

in turn created shortages of consumer goods for ex_ports from the 

capi taJ.i st centres mada 11the :Sri tish a.utheri ti8e ~epe.reo. 

to encourage import substi t\:i.ticm in their. Afrioan countries"; 

In Nigeria, on ihe other hand, ~ressures for national 

independence and economic development, balance of payments crisis, 

oheap and non-unionized labou:r force, protectionist barrie~s and 

other reasons forced the imperial trading companies to go in to some 

import substitution production. Foreign capital, therefore, shifted, 

though not completely, from trading and/or commerce, to manufacturing. 

This is reflected by the change in the direction of foreign 

investment in Nigeria since 1945 when an appreciable level of 

foreign investment began to go in to manufacturing activities,since 

1962:._ the share of foreign invettment going in to manufactu:t'ing has 

been rising from 17.3 percent in 1962~7 to 22.3 percent in 1967 and 

28.6 percent in 1971 when it surpassed the trading and business 

services sector te become the second most important area of foreign 

investment after the mining and quarryin~ sector •. J3y 1978, the 

Q.7 
manufacturing sector emerged ~ the single most important area of 

external private capital flows; with the share of 44.1 per cent. 

This wa.s maintained in to the early 1980s ( see table 1) -.., 
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2:.2: 0 THE ST13-TE AND DEVELOPMENT OF MANUFACTURING INDUSTRY · IN NIGERIA: 1~6o-12,86 

In this section we reviewed the specific roles of the 1:'ligerian 

state in the development of the manufacturing sector before the SAP. 

Capitalist contradictions both within and outside the colonial 

economy brought the peasants 9 students and the intelligentsis unde~ 

the banner of nationaJism, 7 and with the support from British trade 

unions, to fight for colonial emancipation, political independence 

under the nationalist·leadership was to create better condition for 

expansion and consolidation of capitalism in all spheres of the 

Nigerian Society. Economie development; industrialization in 

~articular, became the most important item in the nationalist 

programme after independence. This was largely because in no other 

seotor was colonial blockage to indigeneous accumulation so transpare11t. 

than in the industrial sector. So the struggle for independence 

beoâme closely linked with the right to industrialize (Mkandawire, 

1988: 13). 

The Nigerian bourgeoisie up to independence 9 was restricted by 

the colonial statf and foreign monopoly capital to the spheres of 

produ(~ buying, distribution and securing priv,leged occupations. 

In fact 9 at the inception of the import subsitution industrializatie~ 

process and up to 196o 9 the Nigerian bourgeoisie was weak, small scale, 

largely corrmercial, fragmented and regional in outlook hence 9 it 

could not pa:v-take in the new sphere of acclinnilation (Forrest 9 1982). 

The absence of indigeneous industrial capitalists in addition to 
other infrastructural constraints constituted 

other manpower ancU,the crucial social inheritance that were to shape 

industrialization and development in Nigeria, as in other African 

oountries (Mkandawire, 1988). I.'t is the hi storic absence or 

inadequa,cies of the essential conditions for capitalist accumulation 

t.hat gave rise to the centrality of the post-colonial state in the 
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CD 
(\J 

Tai:le 1: NIGERIA: SECTORAL BREAKroWN C1F FOREIGN PRIVATE INVESTMENT 7 19~2 - 1982 (% DIS11RI:SUTION) 

-··:·, 

Mirüng and . Manuf acturing Agriculture, ;. T. ra,11 sp~:rt · a,nd Building and Trading and 
Year Q.uarrying· · -anâ: p'ro ces si ni ' Forestry and . ,. bommur:tfcati?n Constr~tion Business 

,,. ' 

~i soeHan:êou:!! 
1 ." Fishing. . . ., Services ... 

' :, ; ;' . 
f962. . 36.7 .. .. 

17~3 
.. J:~ . 2.c 1o1 \ :· '.~ 38.4 l.7 '. 

;:, .. 
. -... , - .. . .. . {' 

'·· 
i;··; 

1963 36.1 . 19.1 1. 9 1 • C>::J 4. 2·· 37.2 h5 ... ,. -·· .... -..... - .. 

1964 40.1 18. 22 1 .. 7 1.:t 3.t3 J.1 .. 4 3',7 
.. ' 1965 · :- ' 41.4 19o2 1. 6 1 e 6 \ 5.5 25.6 5 .. 1 

! 

-.1966 _ 49.7 17.~ 1.1 1.5 2.·2 · 24.8 3.0 

1967 45.9 l \ 22.3· 1. :2) 
' 

1.· ;J .. 2:,4 . ' 24.8 2.3 
,· 46~5 

.. ; 

1968 . 19.8 1 .. 1 1 • 1 2.3 ; 23.9 3.3 

i.969 -44~2 22~2 1-3 1 ~·3 2.5 26~2 2~3 

1970 : , 51.4 22.,4 1 .1 1 1.-4 1.4 20.6 1 ~'7 
-i : 

1971 52.5. ,. 28 .. fr 1 ~~ 0~9 1 ~·t 14.} 1 ;5; 
.\ 

1972~ · 54.7 22.7 .,:6 o~B 2;·2 15.4 : 3~6 

l973 ' 52~5 13.2 ~;.4 (.,6 2.J 16. 7 4.() 

1974 
:\ .. 

3.·~ 
j 

2~5 45.3 2'8. 7 1f1' 1. 2 17~7 

1t75 42.9 
,· 

o.i.. 1 :t> 4~,9 2, •. ·~ 4~2 22.1 
.·.{.·:. ., il\ ) '' 

191• 39,jf 23.6 0.9 Q •• $ 5 •. 2 26~16 3.,: 
:;- .· 

5.t~ 197T'' 4J.i 27.:8 3~pi t·2 4.J 14.4 .1.;, 

1:57-i>II 14;_7 44.1 4;-1 1,.9 7 •• i 18~3 9.1 

1'980 ' 18~;7 ; 
41;5: 8~~ 19:2 ., 3.3 · 1. 7 7 .11 

1981 1-4~'(. 45.4 3. 2 
. ' 1~, 8.7 20.4 6~7 .. 

196~ 18.1 / 7.1-r,, 21.6 35. 7 ·; 2.·2 
1 

1~3 7.3 
{J· 

" .. 

~ (1) Activities· iri9l'ud.ed under nùscellaneous' • embrace those carried.in.t by èonsultancy firms, ~'b.:..contractors 

en~a~ed · in seismio eperatüms and the provisi•n of 1·oat~ and matèrials ~l-, off~sbore. drilling compan1~s, banking and . . 
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development process. The post-colonial state was to proivide the. 

envîronment and support for private capital accumulation; infrastracture, 

publîc utîli tîés; . fiscal and monetary incentives, irtdustrial esta tes 

and ia,v6ut8 •. - The state was to take over, · the Commanding heights of 

the econorny or bè I Joiritly involved in accumulation (For:r::est, 1982: 328) ~ 

Scholars, mainly of the sussex:·.s.chool, ,have referred to the post

c·o1o·nial state as a developmental state in· vîéw of the role the state 

has corne to assume in the accumulation process (see IDS Bulletin, 

Vol.15, No. 2, 1984 and IDS, Eu.J.letiri 9 .1986)~. structuralist and 

r 
Keynesian.theories were to provide the theoreticaJ. ~tionaJ.izations 

of the post-coloniaJ. state functions of providing and promoting 

conditions for accumulation in general. Inthe remaining part of the 

section we attempted a review- of the Nigerian state policies towards 

the development of the manuf acturing sector sihce independence,. 

)51 

Forrest (1_985) has argued that the I!ff process in Nigeria 

involving the establishment of capi talist social relations of 

production and corisumption was not part. of any planned,._ . coherent 

strategy of industrialization. The essential features of the ISI 

strategy in Nigeria cou.J.d, however, be identified. The po).icy 

objec'tives oi the 131: strategy as articulated in the four per.iodi_c • 

national development plan documents; 1962 - 68, 1970 - 74, 1974 ~ Bo 

and 1981 - 85; have remained basically as:· 

i) rapid growth and diversification of the manufacturing industry; 

ii) Nigerianizati•n of both ownership and operation of manufacturing 

industries; 

iii) even ge,graphical a)read of industries; and 

iv) rapid increases in manufacturing employment and income. 
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Theee objectives are consistent with the nationa,list objectives 

of expansion a~d consolidation of spheres o~. capitalist accumulation 

in general~ the development of domestic bourgeoisie and ·a·more 

balanced accumulation pattern at both. 'se~toral and regional levels. 

Acco:i;-dingly 9 the various state poli ci es have entailed; 

i) -the provision of the necessary environment and support for 

capital accumulation on an increasing scale; 

, ii) th~ promoti-~n of local capital accumulat:i,on,_ in the manufactu,ring 

sector; 

iii) the regulation o.:f the accumulation proce1;1s so as to ensure a more 

balanced development at poth the sectoral 'and regional_ lev:el~. 

These measures are closely rèlated but we tak.e each in turno -

Fi_rst 1 , the state provicled the 'tl,eo.essary +nfrast.racti;q:,al fa,.ciLj. ties 

for industrial accumulation tbrough the construction apd management of 

harbours9 airports 9 highways 9 railways 9 eleotricity and water for 

inç}û.st;r:ial use. J:n addition, the state provided housing_ estates 

e'dU:càiion 9 ho spi tal s a,.nd hotels which wer~ gene:çally appropriated by 

capital. More specifically, the Nigerian state embarked on the develoJ)

ment of'' industrial estates all over the 'country which could be rented or . .~ . . . . . ,. . . ., . 

us~ free of cha;r-ge by industrialists. These estates included 930 acres 

at Apa:pa 9 I jora and Iganmu and another 1,970 acres industrial esta te 

oovering Ikeja 9 Mushi!J. and Ilupeju in Lagos. 2 9 100 acres in Kano, 

Kaduna, Zar:ia 9 Jos 9 Ilorin 9 Gusau and Maiduguri. While in the Easte;im 

Zone 9 the sta~e developed over 4,100 acres in Enugu - Aba - Port-Harooum 

areas (tisak-we, 1981) ,· The development of these estates 9 of course 9 at 

the expense of other sectors like agriculture, education and heal~~, 
!.-. : -.. . . 

was supported by huge capital expenditures on transport, communications, 

electricity and water supply. 
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sioondly, the stat.e provided vari&us .fiscal and monetal:'y incentives 

.t~ ·eneoµrags foreign i~estment anq. th.e .developinent of domestio 
• ,· . 

man'!,lf'~turing. · The se .inol ude: 

i). 'tbe pieneer industries ordi~ance of. 1952, which ex$llpted. a 

e•m,a.ny w:ith r,io~eer. ~ta.tus fro~:prefit taxdu.ring the first two 
.... 

~ . . ,i:;. : .. : . . . : :' \ \ . .: 

years r,f i ts operatiens and for fi:œther one. to three · years if 
·· ... 

.. . ·. !ixed eapi tal expendi ture undertaken by the cami,a.riy. had not ·b een 

less thaa N)O,ôOO or ~200,000 l'espectively; 

i:Ù:; ~h~ iadustriaJ. d~vel•pment (income tax .relief) ol!'dinance of 1958~ 

extended the peri~ over which the tax holidays oeUld be claimed · 

a•d alse liberali~ed the prddedure for granting pioneer cèriifibateso 

iii) 'ihe approved. 111Je:r: 21cheme· through witleh government giveè sb'.bsidi~s 
. ., . 

t• ind~m,~ists_. Under the a:pp:t'eved · us,~ scheme;·; for e:iœ.niple; 

between September, 1979 a.nd July 1982 the Federal Government; gave 

suèsidie;o t~ a number o:f industrial g_roÙ:ps to the tune of 

These groups iµciuded: 
. •. . 

Feed Mills 

PuJ.1 and Pa:per 

Textiles Industrie!! . 
'( 1 

:Brewei'ies and Soft. Drj,.nks Indu~iïrieé · 

Air c~nditiqning and Refrigerati~n 

13uiXd~ng and Metal Materi-als · 

Chemi~al Pr~du.et~ 

3nd Gat! ~il and Plastics Manufacturing 

. N99',_002., 121.00k 

115, 6~, 155.QO·. : 

111,1a:4~eo.o.o . 
i,' 

7 ,678.,29~.oo 
' 

221,531, 75ô~GO 

73, 72.6,094.QQ.,t 
' ; ... 1 

63,789,270.08 · __ 

184,000 .. 00 

(~ee Ke;v.no~e addresa by the Minister of Industries, A. A. ONIYANGI, 

t~ the. Worksho.P ~n L-ooal Raw Materials for Nigerian Industries, :Badaga.ry,. 

4 - ~- July, 1,83). 
J'.a· ., 
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iv} the ~overnment also prpVided .initial ·cap.ital allowanee and 

dep:J:'.eeiati~n allowance for investment on equipment, duty relief on 
industrial machinery spare parts and raw material.s. The colill.'lanY Income 

Tax Act of 1961 allowed the following generous concessions and reliefs to 

ce,mpani.es·; initial allowanoes were gi veh for the :following ezj,endi tu.res 2 

industrial ~uild.ings, 15 ~er cents, vehicles and machinery 10 per oent 0 

Armu.al allowances calctuJ.ated on deêlining basis were 1ô per cent on 

industrial building~ 5 per cent ~n other buildings, 12! per cent on plant 3 

ma.chinery- and Mining faèili ties;. · Companies could claim without limi t te~ 

rebatef! in respect ef lo!!ses (unlimited carry forward ~f losses) until 
. . ~. 

A:i,:ril 1,7,, thereafter it was limited to 4 years in the case of manufao.

turing (CBN - Ec"'n. and Fin., Rev. Vole.19, No., 2; .Dec .. , 1981) • 

'l'~frdly, given the weakness of the indigeneous capitalists vi'S,:::.~viR 

fozreign 0a:pitalt the state had sought te, provide à.hd promote conditions 

ror the development and consolidation of indigeneoUs industrial capitalists 9 . . 

Ri_ght f~ the periM after the seco.nd World War, the colonial state start.r-· 

,reviding as~istance to Nigerian capitalists in the form of soft loans an~ 

direot.equity participation in projects. The surpluses acoumulated by 

the vari•u~ eoniinodity marketing boards, supposedly to be used to p~ote~t 

the peasant produoers fr"'m the vagaries of primary c(llmmodity markets but 

whi•h were n~Yer actually used for this purpose, beoame the major source 

of finanèi~ infrastructure, manufacturing and other activities. The 

regi\Jlaj. develbpment côrporations were reported to have held about 
: ~.. :_. 

t5,517,tOô in equity in incligeneous firms and advanced about f.7,913,JJO 

in l~ans to Nige~ian capitaJ.ists ('!Halleiner9 1966). 

Further, through :levelopment Corporations like the NIDB, NBCI, N'ACE· 

a~ à host of ether investment corporations enormous re~ources were made 

available to le~a.l eapitaJ.ists. These coz:pora.tions and other public 

ente??~iees ~re, infact, fertile leads for corrupt practices whieh fuelJr 
' 

the accrumulati~n o:f the emerging domestic bourgeoisie9 The numerous prc ·. 
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·:reports oonducf~:ed at ·va:rious leve1s, /:l..S J."ar· back as the 19.50s, todate; 

haye ·shown thât publie .c.orporatiol:ls functioned as the milk .... côws ~r the 

growi.ng dom~stic _?ourgeoisie, which came to rely on the state and its 

insti tu~i6~s as one means )~f x-eprôdUcing and mU1 tiply-ing i tself 

(oiiJkoàhi, 1987: 10) ... 

The state, alsô advanced, accumulation opportuni,ties of thé 
. . : 

indigèl'leous ca.pitalists,. especially wi th the expan~ion in. Qil reventiè .. .. . . :·. . .. . . 

aoerueing to the atate in the 1970s. Under · schedule I of the Nigerian . .--~· 

Enterprises promotion (indigenization) decree of' 1972, the state .. . . ' . 

sought to réserve ea.teg~riè~ t,f thê _;etail • trade, ei·atego~iè~ tif· serttlèe 

and small ~ëalè tt1è.riüfaêtûritig eJCclusivèÎy for the dôniestic bourgeoi~.ie,· 

trnder sebedul.e II, eertain e~terpri·ses with capitai in excess of N400;doc 

or a turn (!iver- above one million na.ira were requited ... tc. secure · ât least 

40 :Per cent loo~ equi ty participation, (Forrest; 1982: 366-7). 

The second phase of the Nigerian enterprises pro~9tion decree, requii~u 

the ext.ension of Nigerian ownership by equi ty participation~ There were 

three scheduJ.es covering full, majority and minority Nigerian o"\,\rn.ership 

while large enterprÎies like UAC, SCOA, p·~z and John Holt were 

e:x:empted from schedule · I·,;:they were ;equired to ex.tend Ntgerian pa:rtid""' 
.- -~ 

pa.'ti:;,ri from ·4' per cent to 60 per cenii~ ·. The third schedule 

foreign · eap.Îtàl majo.I'i ty equi ty participation. 

was:· fo::-

decrees affected about 611 and 

·1,00~ eompanies, respectively (Smith and Sender, 1986:87) • . en the whole 

:the ihdigeniàatic,n dèerees accomodated the intere'sts of foreign capitale, 
. ' 

Given the weakness of the domestic bourgeoisie, the state was only able 

to restrict some areas for the domestic bourgeoisie, while foreign 

eap~tal was able to. seoure contaets and information, from top ci'!il 

servants and· strengthen i ts position (Forrest, 1982) • 
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The. $tate. also ,providecl prbtect:i.é;n. for ioeàl tnanti.fact~è~, thrôtigh 
. • :· .. ·. ,•· • ' . '· :,.c·• ~ ~ :;. ,;:~ . . ' ; • 

trade pplici.~s in the form o:f tariffs, quanti tatiye re.strictidns and 

exchange rate management. The tariff règime, has gerierally been 1tiased 

in faveur of. consumer goo_ds and 8~ainst capital and intermediate goods; 

reflecting · the ol~ss ~ha.racte:r/or the ]SI in Nigeria catering for t:he 

specffic requirements of ·the:rrri,ddle classes. In 1967, for exampl·e;":,the· 

high~st Norminal Rate ôf · protection of Bo.84 per cent was of:f'.ered to the 

consumer goods category; within this category, alcoholic drinks, oosmetics 

and.,perfù.mes and. tobacco attracted the highest prqtection of over 100 per 

cent, ·while meat products,. miscellarieous: food produdts, clothing and 

t-extilep soa:p and soap products, matches, musical instruments, clocks and 

watches, radio and radiograms, camera.s and projectors, attracted a norminal· 

rate of proteotion ranging from S.& per cent to 75 .iier eent ( see Oyedide, 

1975 Pp~--52-53) • 

,.·· 

The intermediate goods category attracted a nominal rate of 

protection ?-f 41.25 per ·cent compareâ to the average nominal rate: of 
.. ;: 

proteet±oti ~f .Bo.84 percent given to·the consumer goods category in the 

same year within the intermediate goods category leather produots, rubber 
. 1· 

.- . , 

pfuoeaming,~·-,plastie ·wares, and: ceranûc' and tiles attracted the highest 

goods in this category attracted an average nominal rate of 37.~ p~r cent 

(see ~~'.ijide, op~ cita)~. 

The capital goods catego·ry in 1967 attracted the lowe~t average 

nominai :rate ;f protection of 8.,"42'per· .. cent, with motor vehicle assembiy, ·.··· ·' 
·, 

bicycle assembly miscellaneous metal produots and office machinery hav:Lng 
· · respective~y. · · 

20,. -10 :and_ .5.J>e:t' pent·- protectiô'n,.~The ~-th~r g?ods in this category like 
-:_li.. ' :··. •• t· 

éleotrical·· eqÛip_nient, glass products, àl~mini~ products, iron and steel 

produots, metal wire and non-èlectrical machinery attracted zero per cent 

1o~nal protection (Oyejide, op. oit.).'·· 
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The Net Effective "Rates of protection for some seleoted Nigerian 

Manufaotu:r~ng Industries in 1977 and 1981 also cotifirmèd the consistent 

biasedness of the tari.ff st,ructure over the yeâ.rs a.gainat capitai and 

inte~ediate goods, whilè,fa:v:ouring, consumer goods. For example, 

assetnbly industrie.s and :i,.ndustries processing imported raw materiàls 

âttraoted NERP of 21_S.8· per èènt é.nd ~6!8 per: cent in 1~81 respect.:i:ifèly. 

Export· or.1.énted industries, abd ±ndustriéS processing dômëàtid :riàti 

materials ap.d agro-.allied industries gerierai:iy at,tractèid ti~a:Hvê 

effective rates of· protection of - 15.1 per cent, - -J0.9 per cent and 

i!-- ~µ. 7 per cent ·respectively (see Table '2}. 

The state was also able to support local manüfa.cturers through an 

ove~valued ouxrenoy to import rna.chinery, spare parts, :raw mâ.terials 

... an.4 fqreign·exp·er.tise to expand thet,grt process. For exa~le, ·the'real 

effective e::icohângè ·rate more than double from 56.4 per ·cènt in 1973 to 

113. 7 per cent in 198~, (Yabaya, 1990: 22).. The appréciation of the 

· ·exohange rate was to pr.ovide an effective incentiye to e:x:parid the level 

of- domestic lllël.nu.facturing output especially against the background o,f 

restriçtions in~hè importation of finlshed goods. 

The state, apart from providing and promoting a cènduoive atmbsphere 

for manufacturing production, also participatèd directly either through 

own investment and or through joint ventures with foreign capital and 

Qr domestic. bourgeoisie. The state was:, to take oyer the conima.nding 

heights of the economy 9r :participate in areas considered crucial for 

the growth and baJ.anced d·eyelopment of- the economy, where due ta high 

e:ntr~reneur.:iaJ. risks, or little ret:u:rns private capital could riôt 
,·, .. · 

verr~ure, the state was· to ope~-up these areas to hand them over, ·. after 
; C • • 

they-. w~ esi;:abli-shed and pri vate capital must have devel oped to take 

over. 
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Table 2: NET EFFECTDE RATES OF PROTECTION FOR SEJLECTED NIGEIUAN 

nmu srRIE s=:. 

Industry 

Ae .Àgro-Allied Industries 

F.. :r-Ûrieral "~nd Forest pased 

c. ·rndûstries :producing construc-

. tÜ5h rllaie~lèl~ 
D. Metâl working and Engineering 

Industries 

E. Expert Oriented Industries 

F. ~ndu.stries processing domestic 

Raw Materia.l,à.-
~ ... . . 

Industries l?f_qcessing Imported 

Raw 'Mate.rié1l·s 

Assembly Industries 
.,i 
·t 

1977 
. :.:· .. : {,,,.-~ 

6.7% 

... 10(?',,6 

- 22.)6 

- 4.~ 

65.7%' 

79 .1.f,,6 

ri 

--···· 

~ 

, .. 
. ·.:.:. 

1981 

~~ . 
14. ~,,6 

1Jl5% 

5Q,~ 8:>;6 

15.1% 

66, 9';.6 

21 r:'.>9oL Jl!wo 
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As at the end of 1977 for example, the Federal Government had 

maj•rity shares in six oil companies, f~urteen financial institutions, 

forty-one manufacturing firms and sixteen public corporations whose 

aotiviti~~ direotly or indirectly affect the performan•c of manufacturing 

establishments. The magnitude of Government Investment in loans, grants 

and equity in manufacturing businesses was put at nearlyN2 billion as 

at the middle of 1977 (Adeboye 9 1981:64). The expansion · in oil 

revenue greatly increased the level of state direct investmerit in 

manufacturing at both the Federal and state levels. For example, over 

the 1975 :... 84 period, Federal expenditure in industrial projects 

totalled about N7 billion. These were concentrated in capital .intensive 

projects; including basic ir•n and steel.(50 percent) petroleum products 

and petrol chemicaJ.s (24 per cent) pulp and paper (10 per cent) cernent 

(3 p~r cent) and other industries including sugar agro-allied processing 

industries, vehicle assembly and engineering goods, 13 percent, 

(Ishrat, 1987:95). 

Where, local capital was too weak to venture due to high capital 

requirements or where it was considered very crucial f'or an integrated 

and balanced devel•pment or for national security state participation 

toak the form of parastatals 1 to rectify these inadequacies in the 

accumulatien process. These include, the Associated Ore M.iriing Compal'.'!:;:,,

the Nigerian National Petroleum Company the Ajaokuta steel Company, 

the Delta steel Company, FederaJ. superphosphate Company, National 

Fertilizer Company? the Nigerian Mining Corporation, the Nigerian 

National Paper Manui'acturing Company9 Newsprint Manufacturing Company, 

Nigerian Paper Mills Limited. 9 Jos steel Rolling Mills Linùted, Katsina 

steel,Rolling Mills Limited 9 Oshogbo Rolling Mills Limited, the 

Nigerian Security and Minting Company and the Defence Industries
0 
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The state had also invested in a number of big manu.faott11::tP&: 
.,,_ 

eôncern in pa:r"tnership.with foreign capital and in some casés 

si;d.igèneous ca~italists~ . These inàluded, the autemobile assembly plants, 
. . . . ·'. . . . 

the Electric M.ëters Company .fn Zaria, the Nigerian Machine Tools Litn.i'ted, 

tn''O'shogb~~ Né~ Nigefian Salt' Com;any Limi ted, Nigercement a.t NkalagU. 
.; 

the Nigeriari sügar C~mp~ny at Baciti arid' many otbé:ts-, . ~ . . . . 

The upshot of this sectiop iiâs been to show, at a ~oroêeopom.ic- leieL 

some of the various ways the sta'tê in Nigeria~ · sine~ ind,
0

ep~nd.~nç_~ up to 
:;•? .. 

thë periôii befobi the impl_ementèt~n ~f ihê. -~. atténiptèd to ~rovide 
a~d pro~tE! conditiôris f o± 1;!10dérl'l niamifi6tÛrlrig p~&lu~:tioh, the 

emergende à~d édnsôllda.tiohs of ·a:h indigéneous b6u1gèoisië and thê 

general development oi' capi talis~ social relations of productien., 

The next sect.iÔ~ :examines the s_peoif.ic macroel!-lonomio outcomes of· t,he 

sta.te policies in the manufacturing sector, 
··: ···:·. 

2~ 3: 0 :GRO}T.Œ AND DEVELOPMENT OF NIGERIA' S MANUFAô.TlIRING SECTOR: 1960 - 1985 
., 

This section .rèviews the growth and developme'nt: of the Nigerian 

Marrufacturing Sector befol'.'e the SAP. Specific ma:croeconomic variables 

considered inclm.,; M~p~ac~'\U'ing ~a;e ifi 1;li~ GDP; output composition, 

iiiariu.fact'ûri~f 'emvio~~rt, imports and expori;s! 

~: 3: 1 MANUFACTUBING SHARE IN THE GDP. 

·· _,., ......... Th·ê ··Share of ·ni·anufact·uring in Nigeri~' s GDP has grown ste~dily 
·:}/ .. 

sini:,e independenceo At 1974 const13,nt pr.iêes, ·the contribution of the 

~ni{ra;t~.ing sectôr to the GDP grew f:tom 3~4 pei' cent in 1960 to 4~6 
.·,,:··•"':'·· 

:per cent in 1966. i1r1po:,:t and foreign e;ohange contrc,ls during the 
. .,., .. 

civil wax period; 1967 - 1970, outside the :Bietran :region~ brougpt 

high eap~çity utilization and growth, (Forrest, 1982:328) ·hence 
' . . . .. ·,'' . ·, 

nianui'a.cturing as percentaga of G:DP rose from 4~7 per ~ent in 1967 to 

5~2 percent in 1970. Ho'v{eve:r-, d1.µ;tng the civil war investment in 
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plant and machinery was severely affecteds co~sequent+rr ï.mm~iat~ly 

after the war manufacturing output at 1974 constant prit.es .fe,1:J. frpm 

N.530, 7 million in 197& to W.514.1 lllilliôn in 1971, correspondingly the 

~hare of manufacturing in the GDP fell frqm 5~2 per ce~t in 1970 )o 

4,4 per cent in 1971 ( see Tq.ble 3). 

F.rom 1972, however, the contribution of thè maniif~étUJ:in~ sqot6~ 

i;o the GDP has been on the increase from 5~ j :t5èr oerit .:i.h 197~· t~ 7 ~ ~. 
in 1976., Ge~erà.J.ly, sinèe the end of the ~ifil war the ave~e annuai 

growth rate of the manufacturing sector has been rapid~ The av.er~e 

growth rates over the period 1970/71 - 1974/75~ 1915/76 - 1979/80 and 

1980 ~ 1982 was 1)6, 19'Â; and 1~ respectively (Ekuerhare, 1983). 

Compared to other pr6à.uct.i~ sect6rs of the ecioni:;my, manu:facturihg 
. ,. 

aotivity ha.s been the most dynanifc productiv:e activit:r. For exa.mplê; 

whil.st the agricul t1.1ral apd crude p·etroleum ,ectors between 197 3/74 -

1986. record~d negative annual grswth ra.tes of 1,6 per cent aqd 2 per 

cent in real terms 9 respeotively, The manu.faot'i.ring sector recorded 

an arinuaj. growth rate of 9,5 percent ~n real t"erms du.ring the same 

decade (Ekuerhare, 1988:6). P;y 1982, however~ tne growth rate collapsed 

and industrial decline has continued to be the most conspiontus 

manifestation of the econ~mic crisis Nigeria has been excruoiatingly 

experiencipg (Ekuerhare 9 1990:18). 

A comparative study of the contribution of manufacturing to GDP 

in 1970 showecl ·that_ Nigeria lagged behind a number of African countries 

on comparativèly similar levels of development. Whilst the contribution 

of the manufacturing sector t, the GDP at 1970 fact1r cost, in 1970 was 

22.1'/o; 21.?>;6;; 11-.ti>/o; 11~9'/o; 11.e>/o; and 10l;6 in Egypt, Ivory Coast, Kenya, 

. Senegal and ~anzania, it was only 8,3 percent in Nigeria in the same 

year. The share of manufaoturing in the GDP :in Nigeria that year was 
; . 

less than the average total share of 11,5 percent for all Africa 
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Table J: Ni~eria: Thé Contri,butien of· ManufactÙri~ Industries to ·GDF 
.. 

(1970 - 87) at Current Factor Cost. 

Year. '.!!ctal GDP Value of Manuf acturing Percenta.ge of 

-·(N' Million) and craft Manufacturing 
(N million) in GDP 

\ 1979/71 5,i81.1 ... )78.4 7~2 
·,,971/72 6,650.9 415.8 6.J 

1972/73 
... 7,187.5 511.1 7, 1 

, .... ' - -:._~~ 

1973/74 10;990.7 ·496.9 . -~- ··· 4:5; ,. ' 

1974/75 18,298.3 .661.2 3.6 

1975/76 20,298.3 1_,170.U: .. 5. 6 
.i.: 

1976/77 26,655.6 1,464.3 5.5 

1977/78 31,283.4 1,555.o 5.o 

1978/79 34,002.2 · .2,377.. 9 1.0 

1979/80 --- 41,974.7 3,815.6 9.1 

198t 48,538.6 4,068.4 8.3 
\._ 

198t1 50,658.3 4, 934.5:: 9.7 

1982? 53,859.4 6,129.22 1-1.4. 

1983 53,347.2 5,951.8 11. 2?. 

1984 55, 249·. 2 5,016.7 9.1 

1985 7ti,470.0 4,230.0 5.1 

1986 77,900.0 7,340.0 9.4 

1987 79,280.0 7, 66o.1 9.7 

SOURCES: ( 1) FOS~ Annual Abstract of statistics, various i-ssues 

(2) CBN, An~ual Report; Various issues. 
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excluding South Africa (Rwèya.mamu, 1980·:45) ~ Even in the 1980~~ 

tw• decades after independence the share of manufactu.ri~·in GDF 

lowered around 10 per cent; with Nigeria.· trailing b~hind:· 6~~t~;e~. 
like F,gypt, Kenya and Ivory Coast, whose respective shares of 

manufacturi~ in GDP were between 10 and 15 per cent (UNiro, 1983 

.af Nixson,· 1984: 12). 

2; 3: 2 OUTPUT COMPOSITION OF THE: MANUFACTURING SECTOR: 

Th:~;:,,~~f~û-i/\rti·uètürê'"'ô'f thei"Nigerian Manüfactùring Sectâr has 

been heaw.iil.y biaseci in favour of consumer ·go~d~, especially ri6n.:. 
}:" . . . -

durable. The food, beverages, tobacco, beer, spirit ~d textile 

industrial groups dominated the structure of manufaëtur.ing activî:ty. 

These industry groups alone·,were responsible for 51.9)6i 44-6; _43~ 1>,:6; 

4~.t&; 35.!$'6; and 37,, 7% of manu.facturing value addèd in 1964; 1975; 

1978; 1980; 1982 and 1983 respectively, (s,ee Table 4). The high 

concentration of MVA in the c•nsumer "'goods ·'sector shows th'e backwa~, . . 

' ~- . 

and underdeveloped nature of the manuf'acturiI;ig sector basëd _ on agI'o-
. , ·":" 

processing and labour intensive productien techniq~es. 

Al though dura"!>le consUll1er goods industries such 13,s vehicJ,e,.
0 

TV[ 

and radie, aircondi ti~"""'l'\,nd ref~fgerati~n .,assembly began to expand 
-: ... -_ . .. - .. . 

:;1 

especially with the menetizat:i,:ri-:e~ oil revenue in the mid-'1_970s~. 

the impact_,of th_ese industr:i;e,_a ~.;,total manufacturing valu~ added 

reTI19.in:s_insignifTcant~. The share of the chell).ical::product sub-sector~ 

in;··the MVAll however, has generally increased from 9. cP,k: 1964 to 17. 1>/o,_ 

111.,~/o; 23.}'/o a11d 2:;}6 in 1975t 1980; 1982 and 1983 (see Tabl.e 4). 

Th:i;s,i:ncrease was due to the rapid growth of pharmaceuticals, soaps, 

detergents and cosmeities in the Nigerian econ~my, than to an 

in-c.reasing presence of basic industrial chemicais (Ekuerhare,. 1988: 6),.. 
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The share of capital goods industry groUps; comprising of 

:Bà.si.c Me.tals Machinery ~ Electrical Equipment, Transport and Equipment 9 

in the MVA was 10.~, 1CP;6, i3.'.;P;6, 29.?';6; 11.~; and 17.1.Vo, in 1964; 

1975; 1978; 1980; 1982 and 1983 9 respectively (see T~ble 4)~ 

Thus, although the share has been rising, it has been domi.nateà. 

by transport equipment' whi.le the :teâi enginêé:iing sub-sectors bf 
. . 

machin~ey inéi :rHieêtricâ1 and fuquipment accotinted ter dni;r·o.~J_; :Lêi;6; 

and ~ in 1964; 1980 9 E1,nd 1983 respectively (~ee Tablé 4). Ihfact, 

the growth of the transport (equipment) sub-sector was due more t6 

increased assemQlying of imported CKDs in tte automobile and vehicle 

assembly plants. 

STRUCTURE OF M.ANUFACTURING EMPLÔYMENT, 

The number of people employed in the manuf~_c~uring secto:r; has 

grown, f-,r example from 145, 445 in 1975 to 175, 287; 244,243; 

271_,685; and 324,4~ in 1974; 1975; 1976 and 1977, respeètively. 

Manufacturing employment 9 however, declined from 324,440 in 1917 to 

305,49.5.;and 294,245 in 1978 and 1980 respectively, when the first' 

signs of the crisis in the Nigerian econorrw where experienced 

following the decline in oil ~rices in 1978. Al i:;hough, manufacturing 

employment rose by about 53 percent from its 1980 level to 

448, 679 in 1981 9 wi th the ~n set .~f the cri sis in the economy, i t 

continued to decline to 329,704 in 1982 and to further 322,396 and 

31.J~713 in 1983 and 1984 respectively (see FOS Industrial SU:rveys 

various years). 

The _employment structure of the Nigerian manufacturing seotor 

has been generally l'Ow· and concentrated in last stage production . ,· . . ... 

involving_ finishing, packaging and assembly __ ~perati_•ns., The food, 
... ·=.- ' c· 

beverages,_ trbacce, beer, spirit and t~tiles dominated the employment 
·. :!!!· .. 

structuxe. These industry groups al~ne elllpl,yed the la.rgest 
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- Table 4~ structural change in Nigerian Manufacturing 1964 - 83 

-
r. :~ 

Industry Group % Share of Value Added % Share of Employment 
--

1964 1975 197e 1981 1'.)82 1983 1964 1975 1978 1980 1982 19~3 
Food and Eeverages 29.~ 16. 9 14.4 9. 2' 14.0 12.5 16.0 19.0 15.5 14. 9 15.9 12 .• B 
Tobacco 9 Beer and Spirit 15.5 1 o. 9 - 1402' 26._~ 13.1 14. 7 5.8 4.3 5.3 9.1 5.1 6_.o 
Textiles_ 6.2 16. 2 14.5 9.4 8.3 10.5 13. 7 24.8 28.3 22.6 1807 19. 3 
Leather 2.0 3.4 1. 9 1.' 2., o.8 2.9 2. 6 2.5 1.9 4.3 2.4 
Wooden-Product 8., 3.7 3-~ 2.5 3.4 3.9 17. 3 8.8 1.0 6.6 7.4 9.7 

' 
Pa.pers, Printing 7 etc. 3.5 6.o 4.2 3.8 2. ;2 3.7 9.3 7.2 5.o 6. 6 9.8 8.2 
Rubber PrÎduct 1., 3. 3 2.1 1. 2 1. 2 

• 
1, 2? 10.0 4.6 4.o 3.4 1. 7 1..5 

Chémioal Product_ -- 9.8 16.0 7 .1 11.9 23., 22.0 5.7 5.3 6.8 7.9 6.1 7,3 
Plastic Product o.o 1. 7 1. i 1.4 2. 2 1. 9 o.o 2.1 2.9 2.7 2.7 3.2 
~ 

Pottery and Glass 0.1 o.5 o.6 1.0 o.6 0. [J 0.1 o.8 t.'7 0.9 ,.1 0,.9 
- . 

Other Non~Metallic 6~7 10., 10.6 2.1 4.3 4.o 5.4 5.3 5.1 4.o 3.5 5.2 
Basic Metal 6.9 3.5~ 5.1 6.5 12.9 6.i 8.2 11. 3 11.6 10.5 15.3 16_.1-

-.M achinery 0.1 0.2 3.2 1.0 1. 3 1. 2 0.1 0.2 - 1. 9 1. 3 1. 2 1. 3 
Electrical Equipment 0.4 1, 7 2.2 1.8 2.0 ... . ·, . 1. 8 o.6 1.4 1.4 2.1 3.,3 2 .. 5 
Transport -'(:Equipment) 2.0 141. g 3.4 20.4 7.9 14.4 3.0 - 1. 8 1.6 5 •. 1 4.3 4.0 
Miscelianèous 1.0 o.5 0.3 0.3 0 .1 0.1 1. 3 ·10.5 0~3 o.JJ 0.,3 o • .3 t 

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 10000 100.0 100.0 1 o:1 .• 0 100.e 

SOURCE~ FOS, Annual Abstract of Statistics and Industrial SUrveys 7 various issues. Cf Ekuerhare 7 1990. 
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percentage of manufactt'i-ing emploYees of 35f.:1';6 in 1964, 48. 1°;6 in 1975; 

49~ 1'/o in 1978; 46. 8J/o 'in 1980; 39.'"fl/o in 1982 arid 38~ 1'/o in 1983,· 

Within the capital goods manufacturing groups; employment in the 

basic metal groups has gerierally been higher rising from· 8. 2l/o in 

1964 to 11.@/o in 1978; 1.5.)b in 1982; and 16.--r>/o in 1983. Employment 

in the machinery, electrical equipment and transport bas been 

insignificantly below 10 per cent ranging from 3. T per cent in 1964 

ta 8.,5 percent in 1980, 8.8 ·percent in 1982 and 7.8 percent in 

1983 (see Table 4). ·The generally low level of employment in the . 

manufacturing sector was due more ta the high sophistication and 

ca~ital intensity of the production techniques in - use in most of 

th1=: manufacturing establishments in· Nigeria, (,Ihouma and Ekuerhare, 

1984,, ·Onimode, 1988). 

Balance of inanufacturing tradii• 

The triple alliance betwèen the state, indigeneous bourgeoisie 

and foretgn capital, under thé dominance of the latter, resulted in 

a manufacturing sector with low internal linkages, lew'levels of MV.Af 

and low levels of employment. The alliance more crucially, fostered 

a domestic accumulation pattern anc~ored on the i~portation of raw 

materials, capital and intermediate goods and personnel from external 

transnational sources. 

Thus, although import - s-aë~titution for consumer goods made 

some headwa;ys, by for example; reducing import of consumer goods 

from 61 per cent in 1960 (Kilby, 1969) to a range of 28 per cent and · 

33 percent between.1977 and 1986, in direct contrast to this, 

however, there had been a corresponding rise in the importation .of 

raw materials and èapi tal goods from about y) :per cent in 1950 to 

about 72 per cent in· 198 3. ( see Table 5). ·, The massive importation of· . 

capital goods meant that the Dapacity to design, ad.opt and produce 
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capi taJ. goo«lis indigeneously had been greatly restricted. This had 

intensified the technological dependence and underdevelopment of 

the economy while further reducing the employment opportunity of 

~he manufacturing sector. 

With the decline in the manufacturing sector's contribution te 

total export from about 8 percent to just over 1 percent by 1975 

and to about Oo3 percent between 1980 and 198~ (Kolade, 1987), the 

sector had became a drain in natio_nal income ( see Table 5). 

The performance of the sector also became crucially dependent on 

foreign exchange availability, which in turn was predicated on the 

earnings from the Te1atile crude 0il market. Unless supplementei 

by foreign loans; supplier credits and grants, fall in the foreign 

exchange earning capacity meant .serious c9mpression in the imports 

of inputs needed for domestic production. This consequently affected 

capacity utilization rates, output, incomes, prices 9 and employment 

especially in heavily import dependent industr~es~ 

Consequently 9 decline in oil revenue in the early 1980s and 

growing debt burden, exposed the fundamental weaknesses of the 

mpnufacturing sector. As these re~uced the level of foreign exchange 

for the importation of neces_sary inputs leading to low capacity 

utilization rates, closures, retrenchments, and inflation. 

For example while manufacturing output e~nded at an annual rate 

of 14.6 percent between 1965 and 1980, it_ expanded only by an 

average of 1 percent a year between 1980 and 19~6. Domestic 

Investment which averaged 14.7 percent between 1965 and 1980 

decelerated by as muchas 13.7 percent a year between 1980 and 1986. 

Capacity utilization averaged less_ than 25 percent in 1986 

(Ajayi, 1989: 3). 
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Table _5g Import of Machinery and Transport Equipment as a Percentage 

of Total Commodity Imports. 

i ii ... • 111 1V 

Year Machine:.zy- and Transport Total Commodi ty (ii) as a 
E~uipment imports Imports percentage 

N1 000 N'OOO of (iii) 

1970 282,619 755,420 37.4 

1971 4289859 1,078,907 39.7 

1972 398,476 990 s062 40.2 

1973 491d67 1 '224, 786 40.1 

197 l\J 611,794 19 731' 324 35.2 

1975 1,561,950 3,721,476 41.8 

1976 2,444,719 .5, 148,475 47 .s·: 
-1977 3,386,755 7,089,718 47.8 

1978 3,562,801 8,140,788 43.8 

1979 2 ~ 40 1 ·k,$.J• 6,169,214, 38.9 

·1980 3,363;089 8 9 217' 125: 40.9 

1981 5,548 ,o.58 :1.2, 618 d9 3 44.o 

1982) 4·11 169,866 10, 100 11 14Z ,41. 3 

1983 2, 36.5, 990 6,587,516 -35. 9 

1984 . 1116o41140.5 . 4,484,.525 }.5.8 

1985 1,892,807 5,536,87J!ii_ 34.;r 

1986 2,277,800 .5,98-3,600 38.1 

1~87 ?,828, 100 17,~61,700 _38. 2 
* 1988 1 o, 282,500 ?4,900,400 · 41-:. 3 

-19!-
. 1988 CBN estimates. 

S)UR~t . FOS, Annual Abstract of statistics, various issues. 

CODESRIA
-LI

BRARY



47 

Table 6: NIGERIA~ Trends in import composition by end-use 

category (percentage share ·in total value of imports) 

1975 - 1985. 

Year Food Other Consumer Tq;tial Consumer Capital goods 
goods ê•ods ' ~' . ' . 

1 Z' 3 = 1 + 2::' 4 

1974 9.6 ;·.5. 9 25 • .5 74.5; 

1975:: 9.5 16.9 26c4 73.5 

1976 10. 3 16.1 26.4 73.6 

1977 12. 9 16.o 27.9 72.0 

1978 12.0 13.5 25.5 74.5; 

1979 16. 9 18.8 35.7 ·64.4 
f:j 

198S 15.6 12.4 -28.0 12.0 

1981" 11.0. 13. 2 J0.2 69.8 

1982 17.8 ·14.4 32.2 67.8 
; 

1983 21. 6 19 .1 40.7 59.3 

1984 21.1 7.4 28.5 . 71. 6 

1985 18.0 
$ 

. 11., · 29.0 71.0 

... 

SOURCS~ FOS, Review of External Trade 9 1984 - 1988 9 ~agos. CODESRIA
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This chapter shows that the destruction and inoorporatieiÎÎ. of the 

pre-capi talist social formations of Nigeria in to the world capi tali st 

economy had irnplanted a crisis - ridden,; dependent capi talist accumula
~1/{'D 

tian processo · The chapter shows that the pre-S.AP crisis in the 
1\ 

manufacturing sector was tràceable to the structural foundations of 

modern manufacturir,g in Nigeria pienéered by expatriate merchant 

firms movirig in to domestic manufacturing as result of changing 

conditions of.accumulation both within and outside the Nigerian 

ecohomy. 

. . 
Pèasant agriculture producing local raw materials provided the 

foreign exchange for the importation of industxial inputs to feed 

the early manufacturing. establishments.· Thus 9 peasant agriculture 

fe1 the manufacturing sector through the exterhal sector rather than 

directly11 and this denied the agriculture sector the benefit of 

industrialization, since the sector itself relied largely on the 

external se~~ for its own inputs.· "There was no meaningful attempt 

to locally source the raw material base of the new manufaoturing 

industries that began to spring after the second world war. 

The oil revenues of the 1970s were used to ieepen and wiien the 

structural distortions and disarticulations of the economy •. The 1 rent'· 

derived from oil was used to foster a· triple alliance between the 

state 11 domestic bourgeoisie and foréign capital. This alliance, 

under the hegemony of foreign capital reproduced and expanded the 

inherited colonial accumulation pattern, wi th resul tant serious 

implications for local technology, employment 9 output and standards 

of living. •· The thrust of the specific outcomes of the I SI in Nigeria 

has been a manufa.ct·uririg sector wi th higher oonoe~tration in the 
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consumer goods su1t-_sectors, · biased against intermediate and 

capital goods sub-sectors" 

The development of the manufacturing sector, under the hegemony 

of foreign firms, behind highly protective tariffs _and subsidies had 

intensified the technological dependence of the economy. The accumu

lation pattern beèame crucially dependent on the importation of 

foreign inputs ( see Table 6) from external transnational sourcèii~· 

The net resill. t was a manufacturing sector with low dolllestic. value 

added, with internationally uncompetitive prices, and products of 

poor quali ty. The sector consti tuted a drain to Nigeria' s foreign 

exchange earnings. This meant that any shortfall iri the country' s 
ability_to earn foreign exchange would have serious repercursions on 

domestic production. Hence, the decline in oil revenue since the 

early 1980s exposed the weakness and contradictions of the ISI process 

in Nigeria, The crisis manifested itself in the manufacturing sector 

as the crisis of insufficient foreign exchange to sustain the level of 

imports for domestic production. Inspite of various measures by 

successive regimes, the crisis continued unabated, as evidenced by the 

low capacity utilization rates, industrial closures, retrenchment, 

unemployment and inflation. In the next chapter we examined the 

specific policy measures of the SAP as they relate to these problems. 
CODESRIA
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CHAPTER THREE 

THE SAP .AND NIGERIA• S M.ANUF ACTURING SECTOfü 

A THEo.RETIC.AL CRITI~UE. 

INTRODUCTION: 

This chapter discusses the SAP'.s policy measures as they relate 

to the problems in the manufacturing sector.· Section one articulates 

specific elements of the SAP as they relate to tne manufacturing 

sector. Section tw•, '.fixamines the theoretical efficacy of the SAP 

policy measures against the background and context of the development 

of manufacturing in-Nigeria. Section three concludes the chapter 

with some observations. 

ELIMENTS OF SAP AS Tilff RELATE TO .THE MANUFACTURING SECTOR: . . 

Elements of SAP as they relat-3 to the M.Aff: Sèctàr: 

The Babangida regime in collaboration with the World ~ank and 

the IMF as we have seen in chapter one, drew up and implemented a SAP 

since 1986. The SAP as we noted also, has several important elements 

which include; exchange rate adjustment and restructuring of customs 

tariffs; trade liberalizati•n;. d·eregulation of prices, and interest 

rates; rationalizati•n ?n~ restructuring of public expenditure and 

parastatals; greater reliance on market forces to allocate resources 

and external debt rescheduling. These measures, are, thus, generally 

consistent with the orthpdex s.tructural Adjustment measures of the 

IMF and the Werld Bank discussed in the :,roo"eed.ing oha.,tsr one of this .. 
study. In this sectien w~ shall be concerned only with those 

elements of the SAP that have direct bearing on the manufacturing 

sector. 

The industrial strategy under the SAP, according to the Government 

(see Federal Republic of Nigeria; 1986:22) aims at: 
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a.o,o-elerat.ed 

~ ;-,hê · '· ; ... -developm.errt and use of locàl raw 

mai;erials and il'µ:;ermediate inputs rather thân dep.end on imported 

ones; 

,1!) develôpment and utilizathm of local techn<">logy; 

c) rnaximi._ing th~ ,growth in domestic value added of manufaoiuring 

productien; 

d) 

e) 

f) 

pro.viding export - oriented industries; 

generating ~loyment through enoourag.ement of private sector 

small and medium scale indust~~e~-

constraints 
removing bottlenecks and .. : . that hamper indus-trial 

development; 

and 

g) liberalizing controls t~ facili tate greater indigeneous and 

foreign investment •. 

These objeoti ves are consistent wi th the government atternpts to 

ensure a more autonomous and coherent structures of accumulation based 

on private capital. The specifio st:,:a;tegies and logic iriforming these, 

are discussed be:Ji;1,·, 

.3: 1: j1 EXCHANGE RATE .ADJUSTMENT~ 

The kernel of the SAP centres on the devaluati•n"of the naira 

exchange rate vis-a-vis thé currencies ,:,f ·Nigeria' s· trading partners; 

like the dollar, .Pôun• , sterling and others. . I t i s the underlying 

principle that naira is oVe:I'ITalued as a resul t of policies pursued 

during the oil )0'1ffi period. It was argued, for instance, that the 

naira appreciated by abtut. 87 percent in effective term~ fn the perio~ 

between 1973 and 1981, on the basis of purchasing· power parities. 

The overval ued nair.a i t was argued made import s cheaper and conseq uently 

encouraged a manufacturin8,'· sector highly dependent on the importation 

of capital and intermedi~te goods as well as raw materials and experts •. 
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The incentives for·loeal · sourcing of. raw ma.teri.als even where 

available like in the agro-allied industries such as the textiles 11 

food and beverages industries, were da.mpened. 

The overval uatien of the naira, i t was further argued, 
11. ). ~;. 

diseJuraged the export of especially non.:..on com111cciities due te their 

high price in international markets•and low returns in naira denonûnated 

income •. Consequently, with high import dependence and low capacity of 

the manufacturing sector to generate its own foreign exchange, the 

sector became a net consumer of foreign exchange. The centrality of 

exchange rate adjustment, therefore, became obvious, especially becaÙse 

of the way the current crisis of the Nigerian economy manifested itself 

in the manufacturing sector; as that of inadequate foreign exchange to 

service debt, import needed inputs for domestic·preduction. The 

problems associated with the import licensing scheme as a means of 

rationing out available foreign exchange also seriously affected 

.manufacturing production, especially for industries heavily dependent 

.. en foreign inputs for their operations. 

_;.\· .,. 

Furlher, attempts by the state at securing debt ··reei)•eduling and 

opening of blocked lines of credi t failed, with the international 

creditors insisting Nigeria reaches an agreement with the IMF. 
·,'.,1 ·: 

Among the oonditionalities advanced by the IMF was that there should 

be a 25 percent to JO percent initial devaluation to be followed by 

a quarterly review until the element of oyervaluation was elinûnated. 

· Instead of the phased devaluation, the Babangida regime sought to 

establish a 'realistic' value for the naira via the second-tier foreign 

exchange market(SFEM), set up by the government and operationalized on 

29th September, 1986. ··The major objectives of the sFEM, according to 

the government are to reduce balance of payment deficits by: 
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a) boosting expô:L"ts; especially non-oil àxports; 

b) reducing imports, esp.ecially of non-essent:î.al nature. and stirimJ.ate 

in their place domestic pre<i,uction, using domestic. ·raw materials, 

thereby enhan.oing employment of labour;·. 

e) by removing the adrninistrati ve bottlenecks created by the import 

lioensing scheme 9 the SFEM relying on-·free market forces of demand 

and supply is expected to eliminate parallel market rate and s• 

produoe a realistic fore:ign exchange rate for the naira; 

and 

d) SFEM is expected 9 also 9 to stem capital flight out of the econorny 

and attract foreign investment. 

The funds for the SFEM were to be ini tially deri ved from oil 

revenue 9 the foreign domicilla.ry account and a special World Bank 

trade policy and ~t development loan of t450 million signed on 

Octoper 10th, 1986 (Bangura, 1987). Although all private and 

government t~tiora were to be undertaken on the SFEM, external debt 

service obligations and international subscriptions were to be undertaken 

on the first - tier market, which was allowed to depreciate until it 

coverged wi th the SFEM on July 2nd, 1_987 and came to be known simply 

as foreign exchange market, (FEM). 

Preàictably, the SFEM took off with a heavily depreciated rate of 

N4.6~74 to Us $1.0000 for the first week of operation. When comDared 

to the first-tier rate of N1. 5731 to US $1.0000 as at 26th September, 

1986, this implied a depreciation of about 66 percent, that is twice 

greater than the amount initially recommended by the IMF,. (Okongwu, 

1987: 12). Although, _by Janua.ry 1987 9 the value of the naira appreciated 

toNJ.J.against the dolla:r, ·since then9 however, the value continued. · 

to depreciate to N7.0; N9.70 and:N7.941 against the dollar in 1988; 1989 

and Aug,.;i.st, 199), respectively •.. 
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3~ 1: 2' LIQUIDITY SQUEEZE 

In addition to the massive devaluation of the naira, the 

government ini t:iat ed a comprehensi ve liquidi ty squeeze throughout 

the ·eoonomy at the end of 1986 and early part of 1987. This was done 

to especially lower inflat±on by reducing the aggregate demand for 

luxury goods and encourage domestic consumption of locally produced 

goods. The government 9 thus 9 reduced the rate of growth of money

supply (Mi) in the economy from ti:13.105 billion in 1986 te ti:12.931 

billion in January9 1987; N12.76o billion in February 9 1987 and to 

N12. 752 billion in May 9 1987, ( CBN 9 1988). Pressures especially from 

the organised private sector like the Manufacturers Association of 

Nigeria9 ·MAN; the National Association of Chambers of Commerce, 

Industry, Mines and .Agriculture; NACCIMA made the government unable 

to continue with the liquidity squeeze. Infact, from 1987 9 the money 

supply rose from 11.8 percent to 15 percent in 1988 and 14.6 per 

cent in 1989 (see Table 7). While credit expansion to the government 

was reduced from 2.5 percent in 1986 to 1.5 percent in 1987 and also 9 

the èredit to the private sector was reduced from 2 percent between 

1985 and 1986 to 0.4 percent between 1986 and 1987,; the government 

had to reverse thig- . one year after the introduction of SAP. For 

example to finance- its reflationary packages, credit expansion to the 

government rose from 1 • .5 per cent in 1987 to 8.3 per cent in 1989. 

While the growth in crédit to the private sector rose from 8.4 percent 

in 1987 to·13.3 percent in 1988 and 10.7 percent in 1989 (see Table 7) 

3:1g2 DEREGULATION OF INTEREST RATES: 

The government had up to July 9 1987 resisted the pressures from 

the World Bank, IMF a~d ~orne big multinational Banks in the Country 

to deregulate the rates of interest so as toili!Ilep up excess liquidity9 

induce foreign capital inflow9 stem. capital flight and encourage 
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Tabl~ 7i NIGERIA: Monetary and Credit Policy Targets 

1987 /89 (%)_ 

1985 1986 1987 

Growth in Money SUpply (Mi). 12.0 11.8 

Growth in .Aggregate Bank Credit s.o 4.0 4.4 

Expansion in Credit to Government 2.5 2.5 1.5 

Growth in Credit to the 
Privat e Sector 6.o 8.o 8 ~ . . 

S)URCEg Va1'i.OU$ ho.dgets, of the Federal Government af:, ·· 

Egwaikhide, 1989g5. 

1988 1989 

15.o 14.6 

8.1 9.5 

2.5; 803 

13. 3 10.7 
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domestio savings. The .realization of positive real rate of interest 

could thus increase the level of investible fÙnds in the country.· 

Interest rates, howev.er, rernained fixed under the control of the CBN 

with the provisions that the minimum interest rate payable on banks 

savings deposits should be 11 percent and the minimum bank lending 

rate was raised from 13 percent in 1986 to 15 percent in 1987 

(see statement on 1987 Budget) •. 

The government, however, yielded to pressures and on July 31st 9 

1987 issued a circuJ.ar No. 21 by which it abolisb.ed all forrns of 

control on interest rates leaving the rates to be determined by 

market forces. Instantly 9 lending rates jumped from 12 per cent to 

21 percent (arise of 75 percent). The minimum rediscount ratei 

MRR rose from 11 per cent to 15 per cent (about 36. 4}6 increase). 

This meant that commercial banks could not change any profitable 

interest rate below 15 percent. Also, the CBN raised the interest 

rates on treasury bills from 10 percent ta 14 percent and raised the 

liquidity·ratio of commercial banks from 25 percent to 30 percent. 

TARIFF RESTRUC'IURING 

According to the World Bank estimates 9 tariffs were generally · 

low b-e-bween 1973 and 1980, amounting to .between 5 and 10 per cent for 

intermediate and capital goods and about 50 percent for non-food 

consumer goods. Weighted tariffs were estirnated at about 13 to 15 

percent in 1981. According to the World Bank effective protection 

for industrial commodities ranged from negative ~»otection in excess 

of 200 percent for assem•ly•industries (see World Bank Op.oit.).· 

The tariff. · and exchange rate policies were said to have placed seriot,.s 

pressures on the domestic :producti•n·: ~ector. Thus, it was recommended 

that in order to: 
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· i) · p:r~ect oome ·1ocal industries; 

· · ii) discourage the importation of. raw rnaterials and unnecessa:cy 

commodities 

iii) expose domestic industries to .competition and thereby generate 

effioi,ency and, greater domestic .. resource• utilizai;ien; .. 

and 

· iv) - raise greater revenue for the government, the tariff structure 

must be rationalized. 

Consequently, the government announced in September, 1986, a 

revised tariff ·. structure. The rev.ised tariff put the duty on raw 

materials in the range of 10 to 18 percent, intermediate inputs at 

5 to 30 percent and final capital goods at 5 to 20 percent. 

The duty for final consumer goods ranged from 20 to 30 per cent, ·for 

. durable goods and 100 to 120 per cent for non-durable, non-basic goods. 

The revised tariff structure was eXpected to last for 7 years to 

ensure qontinuity. 

Jg 1 i 4, . EXPORT PROMOTION 

The government seeks to diversify the nation's foreign exchange 

earning base, and strengthen the manufacturing sector through 
' 

exposure to international competition, which would encourage greater 

efficiency, domestic resource utilization, the development of 

indigeneous technology and make the manufacturing sector generate its 

own foreign exchange resoilrc~s~ Since the introductien of SAP 

various measures have been ta.ken to shift the focus of manufacturing 

activity to export. The dissolution of the commodity boards in 

• 1 • 

January, 1987, -\îhe a'lolition of import and export licensing system 

in September, 1986 with the introduction of the SFEM and the 

rational;,z:§}'.ti•n of the bureaucracy were some of the measures through 
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which ·the governm~nt sought to facilitate the entry of Nigerian 

exporters· in to the export trade arena •. 

In addition 9. the government in Decree No •. 18 of 1îth July 9 î986 

approved a package of export incentives ranging from export 

insurance to outright grant to export - oriented mànufacturing 

industries. The se incenti ve s incl ude; 

i) the export development fund (EDF): This is to provide direct 

financial assistance to exporting manufacturing firms to cover 

part of their expenses in ·respect of export promotion matters 

such as training programmes, export market research and studies 9 

participatiori-'.'.in ·export oriented trade missions and overseas 

trade fairs as well as cost of collecting trade information. 

So far the Nigerian Export Promotion Council, NEPC 9 charged 

with the implementation of ·the EDF has spent well over m9 

million to sponsor Nigerian Manlifacturing Exporters to export 

oriented trade fai.rs in order to link them wi th foreign 

importers (cee Abolaji 9 î990:4). 

ii) Export Expansion Grant 9 (EEG): Under this scheme exporters of 

semi-manufactured and manufactured goods who export a minimum 

of N50 9 000 worth of manufactured products would receive cash 

grants under some specified conditiens·to encourage them to 

expand the export of such products to foreign markets. 

iii) Duty Drawbackg This scheme allows exporters to import raw 

materials and intermediate products for use in the manufacture 

of export products free from import duty. The scheme covers bath 

a refund of i,,mport duty already paid on imported inputs for .,. 

production· of expor:f; items and the suspension or exemption from 

the payment of such. duties by exporters •. The refund of import 
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duties which 9 hitherto, was done in the form of tax credit 

certificate (Tee) is now replaced by cash payment of the 

equivalent amount to the experter. As at the end of August, 

1990 9 the Federal Ministry of Budget and Planning had refunded 

the following Companies the following amounts under the duty 

drawback schème g 

SCOA (Nigeria) Ltd. 9· Lagos tî37 ,431. 89 in February, 1990 

Glaxo (Nig.) Ltd. ,- Lagos 59 640.32 in February, 1990 

Simfles (Nig.) Ltd. 9 Laeos 92,049.97 in April, 1990 

Calo dense (Nig.) Ltd. 9 , Lagos 35,512~ 70 in April, 1990 

Glaxs (Nig.) Ltd., Lagos 189463.68 in July, 1990 

Ocean Fisheries Ltd. ,. Lagos 22,416.00 in July, 1990 

H•rizon Fibres Ltd .. ,. Lagos 1,434, 61 ~ 29 in August, 1990 

Simfles (Nigeria) Ltd. _,. Lagos 87,619.17 in August, 1990. 

SOURCE~ Address by the Ministry of Budget and Planning to a 
' 

seminar on nuty n~awback Scheme, held at Central Hotel, Kano, 

in August 9 1990. · 

iv) SUbsidy for use of local raw materialsg E:X!l)ortsrs of manufac

tured products are, by this scheme, to be granted a subsidy 

provided they export up to 50 per cent of their annual turnover 

and have atleast 40 per cent of local value added. 

v) Tax Relief on Interest Income: The companies incarne Tax Act 

of 1979. was amended to grant tax relief on interest accru.eing 

from any loans granted to aid investment in export oriented 

industries. · 

vi) Export Adjustment Scheme, (EAS) g The EAS i s a supplementary 

export subsidy applièd as a last resort if by the application 

of a.11 other :i..ncentives, the priée of the Nigeriàn product is 

still uncompetit:i..ve iri the Uorld Market due to high cost of 
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production arising mainly fronî infrastructural deficiencies 

and other factors beyond the control of the exporter. 

vii) Export Credit Guarantee and Insurance Schemeg This scheme is 

to ensure that Nigerian products compete effectively in the 

international market as well as to insure domestic exporters 

against some political and other risks including default in 

payment. 

All these measures and incentives are expected to increase 

:production for export 9 make the domestic manufactures internationally 

competitive and legally secured, so as to enhance the level of 

export earri.ings. 

ATTRACTION .OF FOREIGN .INVESTMENTg 

Related to the policy of export promotion 9 is the policy of 

attracting foreign investments to boost producti•n 9 raise employment 

transfer technology and e~courage export. It was presumed that a 

major problem of the pre-S.AP policy measures was that the Nigerian 

environment was made unattractive to foreign investment 9 consequently 

~here was inadequate flow of foreign inves+,ment, while at the same 

time there was capital flight out of the economy. 

Therefore 9 the devaluation of the naira deregulation of interest 

rates and adjustment of the tariff regimes along with supportive 

infrastructural and other policy facilities are all expected to iî;t.;.,•m 

capital flight and attract foreign capital. 
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3:1i6 PRIVATIZATION AND,OR·COMMERèIALISATION: 

. The predotirinance of inefficient 7 excessively bureaucratie 

public sector in production and distribution, it. was argued 9 hampered 

production9 competition and therefore efficient allocation of resoUJ:'ces. 

Thus 9 the privatization9 commercialisation and general deregulation of 

prices and removal of subsidies 9 administrative controls 9 rigidities 

and imperfections in the economy would unlock resources and with the 

market forces in operation 7 new opportunities would be created for 

the private sector. While those firms previously benefitting from 

artificially cheap inputs due to their privileged access to them would 

be eliminated or forced to either curtail their operations or use 

more productively9 the now more realistically priced inputs. The 

state9 however 7 would concentrate on those areas considered necessary 

for the development of the economy. 

Within this general supposition of the private sector as the 

engine of growth 9 government bas divided parastatals in to five cat2-

gories9 namely: (to be) fully privatized 9 partially privatized fully 

commercialised and those that will continue to remain under total 

government control and management •. This policy shift is to divest 

government from directly productive activities by selling its shares 

to the private sector or by charging fees to sustain the parastatals. 

Out of a total of 59 industrial enterprises 9 the government is to 

èontinue to retain full ownership of only 17 7 while the remaining 

enterprises will be either partially commercialised (26) or fully 

commercialisèd (16). Most of those to be commercialised are in the 

more lucreative consumer goods manufacturing sectors. Table 8 shows 

the tentative pattern of transfer of ownership of public shares to 

the ·p:dvate sector. 
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Table 8g Distribution of Public Industrial Enterprises by Ihdustrial 

Categëry,:.and Proposed Cohtrol statu.s• 

'»• 

Numbe:r:' of Enterprises. ·· .. 
Full Govern-

.. 
.· To be Tl be 

Category 
:ment Owner- partia- fully 

Total 
ship rètained lly privat 

privat- ized 
iried. 

Food 7 Drinks a.nd Tobacco 10 - '' 2? 8 

Textiles and Clothing 3 - - 3 

Wood products and Furniture 1 - - 1"i 

Paper, 1,1rinting and publishing 3 - 3 -
Chemical Products 7 3 2? 2 

Non-metallic Mineral Products 8 - 8 -
Basic Metal s 9 6 3 -
Metal products and Engineering 14 . 6 7 r, 

Other Industries 11v 2 1 1 

Totals 59 17 26 16 

OOURCEg Usman, 1989. CODESRIA
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THE NEW INDUSTRIAL POLICY2 (NIP) 

A new i~dustriaJ. policy based on the SAP was launched on the 

14th of Jani:i.ary, 198~0 The poli?Y document reviewed the problems of 

the mànufacturing sector as high geographicaJ. concentration, high 

cost of production, low value-added, serious underutilization of 

ca:pacity, oveJ'.'-dependence on imports for inpu-l;s and low level of 

foreign inputs, 

The major objective of che NIF is to achieve an accelerated 

pace of industriaJ. developmento .The industrial sector is to become 

the prime mover of the economy within this general objective are 

specific objectives of increasing private sector participation and 

attraction of foreign capital in to the manufacturing sector, to 

provide greater employment o~portunities; improve the local 

technological skills and capabilities, and increase local content of 

industrial output. These, are expected to increase production, both 

for the home market and especially for export.. The NIP also hopes to 

achieve even spread of industries in the country (see Federal Ministry 

of Information, 1989). 

The strategies and policy measures enunciated to achieve the 

above objectives remain consistent with the SAP\ these include; 

privatisation~. commercialisation improving the regulatory environment, 

provision of fiscal, monetary incentives and infrastructural 

facilities. A major policy tool to enhance the achievement of boostin&: 

employment accordirj~ to the NIP is the promotion of small scale 

industries, ssI. In the context of the SAP, the SSI are defined as 

those with total investment of between.N100 7 000 and N2 million 

exclusive of; land, but including working capital ... The SSI are to be 

accorded higher priority because according to government they are the 

vehicles through which a l~l~di: base of ent:cepreneurial culture, 
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a core of trained manpowe:)'..' and an effective insti tutional structure 

capable of pr-)'Vj_ding technical services would be developed; 

T-he NIP, is to continue with the ongoing projects like the 

Entrepreneurial :bevelopment Programme (EDF), the Working For Yourself 

Programme (WFYP) and the training the trainers scheme as avenues 

for developing the corps of needed entrepreneurs in the economy. 

The SsI corporation is to accord high priority to industries engaged 

in the manufacture of basic r.eeds including food processing and agro

allied industries, household equipment manufacturing industries, 

building material industries, pharmaceutical industries, etc. 

The government is ta involve 5 commercial banks, 3 merchant banks, 

the Nigerian Bank for Commerce and Industry, the Nigerian .Agricultural 

and Co-operative Bank, and state development finance CO;p'.I)orations, 

to ensure credit delivery to the small and medium scale enterprises. 

In addition, the Federal Government is to be assisting states 

with matching grants to establish industriel estates with appropriate 

infrastructural facilities. Another source of funding of industrial 

projects not only for SsI, as provided in the NIP is the National 

Economie Recovery Fund (NERFUND) ta which contributions are to be 

made by the World Bank (i270 million), African Development Bank, AD:ff, 

(t230 million) 9 Czechoslovakia ($50 million) and the Federal 

Government through the CBN (tJOO million)~ 

The NIP also emphasizes government strategy for increased export 

of manufactured goods through liberalized access to foreign exchange;· 

establishment of a realistic exchange rate for the naira; rete~tion by 

exporters 100 percent of their export proceeds in fol!eign domicillary 

account with a bank in Nigeria; promotion of export free zones; and 

a plethora of fiscal and monetary incentives as provided in the export 

incenti ves decree of 1986.__ The NIJ? al so highlights the establishment 
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of the Industrial Development Co-ordinating Commi ttee (IDCC) by 

Decree 36 of 1988. The basic aims of the IDCC are: 

i) to eliminate the bureaucr&tic delays and corruption in 

processing of initial application for investment in Nigeria; 

ii) advise on policy reviews proposals on tariffs, excise duties, 

various incentive schemes and commodity pricing as they 

relate to industrial development 

and 

iii) ensure adeq_uate co-ordination of the various policies on 

industrial development. 

Finally1 in addition to other measures aimed at encouraging 

foreign capital inflows 9 the NIP al so highlights the amendment of the 

Nigeri::i,n Enterprises promotion Decree of 1977. Wi th the new amend

ment, these now exists only one list of scheduled enterprises 

exclusively reserved for 100 per cent Nigerian equi ty ownership •.. 

While both Nigerians and foreigners are free to negotiate levels of 

equity participat:;i.on in the unscheduled enterprisesf foreigners are 

free to participate even in the scheduled businesses provideè such · 

participation involves equity capital not below N20 million and 

prior approved is obtained from the IDCC. 

Having reviewed some of the various SAP policy measures as they 

relate to the manufacturing sectorf we shall now turn to a theoretical 

examination of the efficaoy of these measures, against the back

ground of the developments in the manufacturing sector before the 

introduction of the SAP~ 
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S.AP AND THE MANUFACTURING. SECTOfü A THEORETICAL EVALUATION 

In this section a critical exanùnation is attempted of the S.AP 

policy strategies o::..· measures, like the market philosophy, exchange 

rate devaluation, interest rates deregulation, tariff liberalization, 

attraction of foreign investment, the retrenchment of the state and 

the NIP as they relate to the manufacturing sector. The discussion, 

which is developed in sub-sections, is to show some of the opportun

ities and contradictions or problems 9 the new policy measures could 

provide within the context of. the development of manufacturing 

activity in Nigeria.Historical experiences of some countries with 

the specific policy measures are called in to substantiate some of 

our positions in this regard~ 

It could be argued that the implementation of the SAP in 

Nigeria, has in some ways 0onsolidated and widened the scope for 

accumulation, The SAP, also has thrown up some problems, especially 

in 80me sections or categories of the manufacturing sector. 

A central issue of concern to this study is the national background 

and general international context within which restructuring is 

taking place. Equally, important is, the speoific forces like the 

IMF, the World Bank, international creditors and their domestic allie"' 

at whose instance the state is restructuring the accumulation 

process in Nigeria. 

In chapter two of this study it is emphasized that the pre-S.AP 

. being 
structures of accumulation were far from autonomous and self-

sustaining. On the contrary 9 they were underdeveloped and highly 

dependent on the vicissitudes of the international market. 

P'erhaps, no where was the lopsidedness in the accumulation process 

more evident than in the manufacturing sector. A pattern of 

manufacturing whose reproduction and expansion depended structurally 

"· 
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on the importation of ràw matèrials9 spare paÏ-ts9 capital and 
.. . 

intermediate inputs from external transnational sou.rdes. This cris.:î.s...-

ridden, dependent 9 neo-colonial model of accumulation was laid at the 

begi~ning of the nineteenth centuxy by ·the ·colonial state and 

expatriate merchant capita1 9 only to be deepened and sustained by the 

post-colonial state in alliance with the domestic bourgeoisie and 

foreign capital 9 under the dominant hegemony of the latter. 

The discussion in this section is to examine specifically the 

effects of the S.AP policy measures as they undermine 9 strengthen or 

in other ways modify the candi tians Ô'Jf accumulation in the 

manufacturing sector in particular. 

THE PHILOSOPHIGAL FR.AMEWORK 

Nigeria1 s S.AP 9 like most other SAPs 9 is premised on the market 

as a superior mode of resource allocation. The logic of the market 

from its crude articulation in Adam Smith magnus opus toits present 

perfection has been sumrnarized; under perfectly competitive markets 9 

where businessmen maximise profits and consumer maximise utility 

subject to their respective incarnes constraints 9 and prices are 

determined by the forées of demand and supply9 in such a way that bath 

producers and consumers are price takers. Then, consumers would use 

the price signals to ensure that the marginal utility from any pair 

of commodities would be proportional to their prices, and producers 

tao would employ resour'ces such that their respective marginal costs 

are proportional to the.:Î.r prices, Competition would ensure that 

factor rewards are everywhere the same for identicàl factors and 

factors would be employed until the marginal value product of a 

factor is eq_ual to i ts reward.- The marginal physical product in the 

production of any pair· of goods would then be in proportion to the 
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inverse of the prices of these. These price proportions are, 

however, also those that determine the marginal rates of subsitution 

and transformation bet,,,,.een goods. Thus, markets would clea:r:', 

resources would be fully employed and production and consumption 

decisions would be consistent, the amount supplied would be the 

amount demanded, (Picket, 1989g65). The inherent superiority of the 

market is thus in its ability to ensure, under ~rtain conditionso a 

Jareto optimal allocation of resources; in which individual decisions 

will be consistent with the 6 eneral social welfare, (Pîcket Op.citi 73) o 

Considerable criticisms have been levied against the market, at

the general theoretical level. SBn, -(1983~6) while recognizing that 

Pareto optima.J,ity is some achievement in theory, argued that it is 

not a grand prize.- "All that f'àreto optirnali ty implies is that thère 

is no other feasible alternative that is better for êv.eryone without 

exception,- or better for some and no worse for anyone. A state in 

which some people are starving and suffering from acute deprivation 

while others are testing the good life can still be Pareto optimal, 

if the poor cannot be made better off without cutting in to the 

pleasures of the rich no matter by how small an a~ount 11 

(cf Pickett Op.cit.:69)-

Structuralist and liberal scholars have also argued that in the 

less developed countries, Nigeria inclusive, the conditions required 

for the efficient functioning of the market do not exist. These 

include the assumptions of Perfect Competition; availability of 

correct information about present and future prices and non-price 

variables; independent consumer tastes; capital divisibility, 

absence of incrèasing returns, exteemali ties and so forth. rt is 

argued that becàuse of structural r':ii-giciities, ·- imperfections and 

market failùres the market may not be idèal for a developing or even 
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developed country. Further, the market may foster efficiency but 

not equity (Todaro 7 1977:364, Ekuerhare anâ>Obadan 7 1988:13) • 

. ;. 

A more graphie rejection of the market mechanism argument in 

the contetrü of third world industrializat1on bas been articulated 

in a 1970 publication of the United Nations Industrial Development 

Organization (UNIDO) in which 7 instead 11 the rational for planning 

is justified. It is argued that Governments can not and should 

not cake a merely passive role in the process of industrial expansi,nt 

planning, it is argued, has become an essential and integral part 

of industrial development prograrrmes 11 for market forces, by themsel ve;

cannot overcome the deep seated structural rigidities in the LDCS. 

In the LDCS 7 planning is more feasible and more desirable than in 

Developed market economics, this is as result of the small number of 

variables that must be taken in to consideration and the fact that 

the automatic mechanisms for cc-ordination of industrial actions 

function less satisfactorily in LDCs than in Developed economics, 

Planning in LDCS 11 it is further argued is made ndcessary by, 

inter alia, the inadequacies of the market as a mechanism to ensure 

that individual decisions optimize economic performance in terms of 

society's preferences and economic goals. It is also argued that the 

inadequacy of the market mechanism as a means of allocating resources 

for industrial development sometimes results from government policy 

itself or because the theoretical assumptions (particularly with 

respect to the inability of the factors of production) do not apply 

ta the actual economic situationo Even more importantly11 the 

market mechanism cannot properly allow for the external effects of 

investment. 
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Murray, (1985) has argued that a number of objections to the 

use of the market as the basic criteri·on for restructuring remàin 

within the static approaoh of the market theory itself and so they 

end up justifying the market. Sorne of these inolude; 

i) external economies which oannot be realized by individual 

enterprises because they cannot appropriate result of their 

investments for example industrial trainingP 

ii) inaqualities of income and or mobility; 

iii) mass production which lowers cost but reduces choice! 

iv) the presence of monopolies 7 who drive out competition through 

price wars; 

v) looationaJ. decisions which the sociaJ. costs and benefits are 

not adequatiely reflected in market costs. 

These inadequacies are used to justify public intervention to 

ensure that restructuring t2kes place in a way which reflects wider 

sociaJ. interests than those embodied in the market prices. 

There are, however, other profound macroeconomic reasons why the 

market mechanism cannot be relied on: For example~ the variability 

and unpredictibility of investment under the market mechanism7 and 

the fact that the restructuring that is required is generaJ.ly·on 

such a large scale and over a long period that the market mechanism 

is incapable of sustaining. Further, the short term profitability 

criterion can not be contrasted against long-term development 

objectiv:es of equi ty, self-reliance and baJ.anced development • 

. The inadequacies of the market as a major instrument of economic 

restructuring are not only theoreticaJ. but also emp:lri:ical. The 
/, 

advanced market economics have not shielded themselve·s from the 
l 

current crisis of capitalism, if any they are the principal cause. 

Capitalism is indeed a crisis-ridden system. Specific worldwide 

dimension of the crisis could be seen9 for example the great crisis 
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of 1873 to 189.5 11 the long crisis from 1913 to 1940s which included 

the great depressien of the 19J0s 11 fascism revolution and two world 
. ) 

wars 9 and since 1967 the industriaJ. west entered another long 

crisis of accurm11ation 11 marked by excess productive capacity and a 

decline in the rate of profit 11 which militates against new investment 

except to reduce costs of production by making workers redundant at 

home and meving production sites to cheap labour area elsewhere 

(Frank: 11 1980:20). Frank 9 also noted such crisis as occurred in 

1973 ~ 197$ and that since 1979 the crisis of world capitalism has 

become more dominant and devastating for the LDCS. The efficacy of 

the market mechanism becomes questionable to the extent that the 

model market e6onomies have been engulfed in periodic crises • 

. . l· 

Although the past crises have'.:been followed by increase in 

productivity through rationalizatiim; the introduction of new work 

methods 9 technology and speed up in the circulation time of produc

tion9 they have almost always been accompanied by 9 sustained attacks 

on wage levels, the control of labour within the production process 9 

massive_unemployment 7 growing undercapacity utilization7 closures 

and bankruptcies. Major restructuring has always taken place at the 

expense of labour. Infact 7 the ru.le of the market aJ.ways tends to 

bear down on the wages and conditions of labour9 (Murray, 198.5g51). 

The market is 7 thus, an inadequate concept to understanding the 

process of accumulation 9 even though the laws of this accumulation 

beardown on individuâJ. enterprises through the medium of the market 

and the principle of profitability. The market is also not an adequ

ate guida for strategy. For 9 in the specific experience of greater 

London Metropoli tan 11the market has currently plunged London in to 

its deepest recession of the ~entury. As a mechanism for identifying 

and rewarding the most productive, it has commonly closed down the 
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poté~tially Înost efficient, and consigned to th~ sidelines with 

zero productivity 400 7 000 London workers 9 32 million square feet of 

industrial and commercial buildings and many machines. So deep has 

the destruction been that London may already have lost many branches 

of manufacturing permanently, regardless of an upturn. The use of 

market - determined profitability as a guideline is profoundly 

mistaken. It is like a campass which is painting to the wrong way • 
. ) 

So 9 far from ·ec,enomic strategy being geared to freeing the market 
,!.·, ' 

"·.,.r perfecting i t 7 it should be directed primarily against the market 7 

even while operating ~i thin it 11 , (Murray Op. citg 52). MurraY, 

concluded that not only inbendon but as elsewhere 9 in which 

restructuring takes place at the macroeconomio level 7 
11the market 

mechanism is so brutal~ wastefuJ. and actually dangerous, that i t is 

astonishing that i ts uninhibited use is still so generaily acoepteif 
J 

(Murray9 Op. cito) 

Eienefeld 7 (1988) has a.:tgued that the emergence and dominance 

of the market is not because it is iriteliectuaJ.ly superior but 

because the international financial institutions and the monetarist 

governments that carne to power especiaJ.ly in the U. S. A. and UK in 

the 1970s and early 1980s found a radical reassertion of market 

principles as an essentiaJ. means of protecting the value of their 

accumulated assets. Hence, they used their power over research 

finding 7 over publications and especially over credit to propel their 

interpretat~hm of the :tacts ,r economic crisis to a dominant posi tic,n, 

Consequently 7 because 'those who had power over credit effectively tad 

power over life and death, practical ?Î>e•ple and struggling governmetlts 

were gradually in'duced or forced to accept the neo-classical inter-

pr etation and policy recommendati~ns: (Eienefeld, 198:70). 
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Reviewing the experiènce of the so-calied NICS of Taiwan and 

South Korea, i t was found that the succ.ess of these countries in 
,t. 

export oriented industrializatien was accomplished by highly inter-
~ b 

venti•nist states in producti•n,(heavy technologioally advanced and 

or strategic industries}; in capital markets (ownership of commercial 

and investment banking; extensive use of discretionary credit 

subsidies; extensive direction and control of domestic and fcreign 

investment) in trade, (highly variable tariffs, quotas and discretion

ary l~censing) in marketing (highly integrated marketing c~nglomerates) 

and in research and development (direct and indirect financing), 

(white and Wade, 1985, Bienefeld 1,i": 72) • 

The case is therefore made for state intervention to ensure strong 
' 

" and coherent structures of accumulation demestically and for astate 

to manage links with the outside world in the 1 national interest•, 

(E-ienefeld, Op. citg 72). While the structuralist and dependency 

critiques highlight the inte"l'.'t1ational context of, and agencies pushing 

for, the SAP, they tend to glass - over the specific opportunities and 

contradictions that the SAP provides in the process of restructuring. 

It is true for example, the doctrine of free market like that of 
• 

free trade before it, is, in Joan Robinson's werds, the mercantilism 

of the strong, that structural inequalities meant that free-market 

relations would surely favou.r the Developed Countries in certain lines 

of manufacturing over the LDCs, as would a hundred yard race favour 

the able-bodied over the lame. But, there are speoific demestic 

forces that are o bjectively interested in the SAP policy measures t•, 

enhance their accumulation opportunities even if it involves 
,t 

repressi•n and suppression of popular forces in the name of national 

interest. As Felix, (1981) observed9 "in the more recent mopetarist 

programmes of Brazil, Uruguay, Chile and Argentina, machine guns~ 
,;, 

torture chambers and c•ncentrati•n camps have indeed become standard 
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practiée along with the purging of Unions, outlawing of strikes and 

suppression of populist and ~eftist political movements. A brutal 

class-r.ii'.ûen 9 marxist accumulation model lurks behind the asceptic 

neo-classical jargon." 

EX CH.ANGE RATE ADJU srMENT 

A major assumption of the SAP is the overvaluation of the ~aira, 

w~ich it was argued caused distortions in the manufacturing and other 

sect•rs of·the economyo Exchange rate adjustment through the SFEM, 

and later FEM, and IFEM, is to establish a realistic exchange rate 

for the naira. There is, as yet 9 no definition of what constitutes 

a realistic exchange rate for the naira (Kayode, 1987:23). If the 

realistic exchange rate is that which equates the demand for and 

supply of foreign exchan~e 9 then such a rate does not exist because of 

the continued existence of the parallel market, inspite of the attempts 

at exchange rate ad,justment. In the presence of such a market as 

Obute, (1988g 16)' observed 9 the market-clearing rate on the official 

foreign exchange market, ëan_not be regarded as the realistic rate, 

because the ~aison d'etre of .the parallel market is to absorb the 

excess demand for foreign exchange. 

The s_uggesti•n that .the realistic rate is that which simultaneously 

eliminates profitable parallel market operations and brings demand in 
.. 

line with the supply~ of foreign exchange, (Olopoenia, 1986g1J) is 

equally tenous, since the market clearing rate is optimal only within 

a competitive pricing fra-.ework. But the conditions on the Nigerian 

foreign exchange market are far from perfect. For one, the CBN controls 

the Funds in the market 9 as it supplies virtually·a11 the foreign 

exchange in the market. 
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Second.ly, the CEN has had to intervene on several occassions ,, 

to fix the exchange rate. The most n-'."ltable· of these interventions 

were: 
/'. ~J . .. 

a) at the sixth bÎdding session when the . CBN announced an 

additional t11 million to the original t75 million to reduce the 

marginal rate from N4. 2062 ta N3. 8525; 

b) the C]N rejected the rate of tt2.9990 recorded by the banks at 

the twelfth bidding session and instead unilaterally imposed the 

marginal rate of 111:3.200 to the dollar; 

c) at the 19th bidding session the CBN set aside the market rate 
() 

arid settled for N3. 500 to the dollar, only to be overruled '. on 

the·.same day by the Government which decided on ;l).'!:3.00 to the 

dollar. These interventions and the disqualification of bidding 

banks on technical grounds such as not making suitable return, 

understates the actual demand for foreign exchange. The contin

uing discrepancy between demand for foreign exchange and the 

amount supplied is also another source of :problem, for example for 

the total 37 bids, $2,669 million was sUpplied as opposed to 

t3,108e03 million demanded, representing a short fall of 15 per 
. . I 

cent. (Okongwu, 1987)-. Fu:r;thermore, traders, small and medium 

scale industries comviain about'the undervalued naira' while 

big companies are worried about the instability of the exchange 

rate which makes business planning difficult. Thus, given these 

and other imperfections, the exchange rate could hardly be called 

a realistic one .• 

What is certain however,.is that the SFEM took off with a 

heavily depreciated rate of w4 •. 6174 to the "!1S _t1 .0000 for the first 

week of operation, compared to the First-Tier rate of ;l).'!:1..5731 to 

$1 QOOOO as at 26th September, 1986., this imp.lies a depreciation of 

about 66 per cent. The SFEM rate further depreciated to ;l).'!:5 .• 0585 per 
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US dollar during the second week of ope~ation~ implying a 

depreciatien ôf about 69 per cent, (Okongwu, 1987: 12). As at .. 

September 28thP 1990 the naira had depreciated by about 103 per cent,. 

exchanging at ~7.980.5 to the US dollar~ (see The Guardian, 28/9/90).· 

While according to some official estimate the naira is still over 

valued 9 some writers like Phillips, (1987g11) Oluko, (1987, 1988) 

were of the view that the naira has been grossly undervalued. The 

question we are concerned here with isi to what extent is the 

depreciation of the naira exchange rate consistent with the structural 

problems in the Nigeria's manufacturing sector? 

The strategic importance of foreign exchange in the accumulation 

process in Nigeria derives from what Toyo, (1987) called the tripod 

strategy of industrialization: Raw materials and mineral oil were 

exported to earn fore:i.gn exchange with which to import necessary 

inputs for domestic productien. In the context of balance of pay

ments crisis, devaluation is~ a two - pronged strategy. First, it is 

supposed to work on the aggregate supply side of foreign exchange, 
·}· 

by shifting·the domestic terms of trade in favour of damestic 

producers of non-oil exports. This it is hoped would raise the 

produoer prices of agricultural producers and therefore actas an 

incentive to raise agrarian surplus to be used, on the one band for 

domestic production in especially agro-allied industries and provide 

the market for domestic industries, and on the other to export of 

surplus prirnary products to earn foreign exchange to finance the 

import of necessary industrial inputs. The efficacy of devaluation 

in th~s respect depends on a number of êonditions that do not seem to 

be satisfied in pre-SAP Nigeria. 
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While higher domestic prices to farmers may act as an incentive 

to raise agricultural output 9 other important considerations are 

perhaps more crucial. These include a change or transformation in 

peasant methods of erganisation 9 inputs, infrastructure, 9 storing 

and marketing facilitiés and extension services, (Toyo 9 1986i 239). 

Although 9 the state seeks to improve on these, through DFRRI 9 and 

other agencies and policy measures, peasant farmers can hardly 

benefit from these provisions, especially such provisions as the 
!l' 

export development fund, the export expansion fund 9 and etber~èredit 

facilities, rather middlemen 9 and 'progressive farmers' with the 

necessary contacts 9 connections and collaterals are ~,re likely to 

benefit from these facilities. Further9 were devaluation does not 

guarantee either the adequacy of export prices or their stability. 

These depend on the forces in the world market which local policy 

matters have little control on. 

Even if some of these constraints are overcome, there is the 

conflict between the availability of markettable output domestically 

and its export. While some agro-allied processing industries would 

demand this output 9 the export prices may be higher than what the 

domestic producers could offer. Als•, as Loxley, (1986g96) observed, 

. . t requires h th th t . t· u1· expansion in expor • mue more an e correc price s im 1, 

~he~e must b~, especially in the case of manufacturing export, a 

reasonably weil developed manufacturing sector and then the ability 

t• penetrate competitive foreign market. 

Secondly, devaluation is expected to improve the balance of 

payments by raising the domestic prices of imports and thereby 

reducing their importation and ensuring greater use of domestic raw 

materials. The works of Aja.ka.i;e,(1985) and ~ha11na (1985) have sh•wn 

that the price elasticities of imports for Nigeria are very small. 
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Thus, given the structural dependence of the Nigerian manufaqturing 

sector on the importation of. inputsp devaluation would affect the 

volume and prices of manufaqturing inputs 9 production costsp 

capaci ty utilization 9 employment and P.rices. Importa: generally 

have been on the decline due to the foreign exchange constraints. 

However, thre~ categories of imports could be identified in Nigeria9 

these are broadly7 

i) imports of raw ma~erials 9 capital and intermediate inputs with 

hardly any domestic substitutes~ · 

ii) imports of manufactured goods that compete with domestic goods; 

iii) imports of luxU:ry goods with no domestic substi tuteiî'. 

General devaluation would affect all the categories of imports by 

raising their naira denominated prices. Clearly 7 the more crucial 

category.~of imports is the first category 7 in this category 9 the 

degree by which devaluation will affect manufacturing production will 

be uneven, depending largely on the level of dependence on foreign 

inputs. Heavily import depenc'lent industries 9 snch as electricity, 

electronics 9 basic metals, iron and steel and vehicle assembly would 

be more adversely affected than less import dependent industries like 

agro-allied industries 9 ( su~h as brewing 7 vegetable oil 9 food 

processing 9 paper manufacturing paints and cements industries). 

But even those industries that can expand their production by 

sourcing their raw materials internally7 apart from the effects of 

other SAP policy measures like liquidity squeeze 9 trade liberalization 

and rise in interest rates 9 the cost of local sourcing of raw 

materials is likely to be prohibitive due to the general inflation

ary spiral. that SAP generates in the· economy. If they succeed in 

locally sourcing their raw materials 7 especially with the massive 

state supportp then considerable foreign exchange couJ.d be saved 9 
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domestic value added9 and employment could be raised. However 1 not 

all industries could redesign their installed production technologies 

in line wi th local raw materials. While some TNCS may seize the 

opportunity to strengthen their international sub-division of 

production by sourcing some.of their raw materials locally9 many 

TNbs, given the transnational character of their operations 9 are 

more likely to continue to import their raw materials from their 
\ 

parent companies. 

The impact of devaluation on the small and medium scale industries 

with respect to local sourcing of raw œaterials will aJ.so varya 

While TNCS have greater capital base and dominance over the rrrul tina

tional banks in mobilising resources compared to the indigeneous 

capitalists 9 and therefore could be expected to embark on greater 

local sourcing of raw materials 9 a number of amall scale industries 

could 9 however 9 expand their opportunities by capturing a portion of 

the market of the highly priced goods of the import dependent indust

ries whose prices must have risen due to inter-alia devaluation. 

Yet 9 the picture is more complex9 .for not all small scale industries 

are local raw material intensive, and while some small scale industries 

lack capital to operate effectively due to lack of collateral to get 

funds from banks and even the business knowledge of financing 

possibilities and how to exploit them 9 -there are other categories of 

sma]i scale industries very -well integrated in to the network of the 

'l!NCS as satellite industries whose operations are directly linked to 

those of the TNCS. l3iri'cadly 9 th;r:'ee categories of small scale Industries 

could be identified9 (Bangura, 1987)~ 

First 9 there are traditional industries that are largely 

dependent on local raw materials and technology like local textiles, 

basket weaving 9 leather works 9 traditional soap and cosmetics. These 

industries are likely to benefit from devaluation and some of the other 
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S.AP policy mea,sures. This is because of the likely expenditures 

switch from pr::,d.ud:':- :,f those indu'stries producing similar 

commodities whiffh, however, were affected by devaluation which raises 

their cost of production and therefore product prices. However 11 the 

liquidity squeeze11 tralte liberalization or smuggling 9 marketing 

strategies of TNCS and 'so forth ar9 all likely to restrict the 

expansion of this category of SSI 9 notwithstanding the various measures 

of support the state plans to give them. 

Secondly 11 thc~e is a category of SSI that are direct product of 

modern capitalism9 which although they arc local content intensiver;' 

have been linked to the modern capi talist manufacturing industries 0 

These include modern shoes, polythene bags 9 petroleum vaseline 9 

. sandpaper, mo~ern snacks like packaged cocoa nut 11 cakes and so forth, 

Depending on the critical content of raw materials imported9 these 

ind.ustries are more likely to be adversely affected than the first 

cat egory of SSI. 

The third category of SSI are those that have been integrated 

wholly in to the system of import dependence either by providing raw 

materials and spare parts to big companies or producing final goods 

that rely upon a steady sup~ly of foreign exchange to acquire the 

necessary inputs for production. These industries include battery 

acid 9 glue, modern cosmetics, wire and galvanising 11 aluminium utencils 9 

show polish9 nails 11 screws 11 PVC pipes bolts and nuts and so f6rtho 

The lou capital base of these industries does not allow them to 

compete effectively with the big companies in the acquisition of 

foreign exchange. The general recession in the big companies 9 

negatively affects their fortunes. 

CODESRIA
-LI

BRARY



It couJl.d, therefore be argued that not all the SSI are ent±rely 

local raw material intensive. W~ile some could expand their activities 

subject. ta overcoming other constraints imposed by the SAP, others 

cvuld be liquidated. While, it could be argued that those that maybe 

liquidated are a necessary aspect of restructuring ta ensure a more 

realistic manufacturing sector that utilizes domestic rescurces 7 

consequently saving forei~r. exchange 7 increasing domestic employment 

and fostering therefore greater linkages in the econorny, there is no 

guarantee that those that survive the foreign exchange constraints are 

necessarily local raw material intensive or are in the longterm 

interest of developing some critical branches of industry. 

While some of the installed production teohnologies could be 

redesigned to utilize domestic raw materials, this does not address 

the critical question of technologj;cal underdevelopment and 

dependenèe of the manufacturing sector and the econorny at large. 
. "' 

Redesigning of production technologies could entren.h the importation 

of other capital and intermediate goods. The SAP, therefore, does not 
any 

have answer to the problem of capital and intermediate goods imports 

and this has some implications, some of which ere mentioned below;, 

First, the inherent dangers of a dependent and underoeveloped 

manuf acturing sector anchored on the importation of production 

technologies in the form of intermediate and capital goods are bein~ 

rein!forced in a more permanent way. This means that a fall or sluggish 
serious constraints jn the growth 

capacity to import, would imposeLrate and general 

performance ef''· the manufacturing sector and the activities related 
"' 

to the sector. 
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Secondly, even if continous inflow of intermediate and capital 

goods · is possibl3 ( which is certainly doubtful) i t does not negate the 
.· t 

transnati•nal ownersbip and control of the production process. 

Specifically, the production technologies could be capital intensive, 
·,. . 

(as has been the case), contrary to the specific requirements of 

employment, development of indigeneous technology and gr9ater economies 

of scale. Infact, as revealed by Table~ 9, SAP anticipates greatèr 

dependence on rnerchandise imports from about 83 per cent in 1986 to 

about 84 percent in 1990 and 1995. It is remarkable to note that 

the Soviet economy a backward and war devastated economy was 

virtually transformed in ten years (1928 - 38), even more rernarkable, 

it was kuring one of the greatest capitalist depressions, (Toyo, 1987i5'), 

Rather than an inward looking strategy, the SM? anchores the 

accumulation process to the volatile oil market in which Nigerian oil 

exports will supposedly go from 94~4per cent in exports ih î986 to 

about 92 per cent 1995, (see Table 9). 

The third implication of reliance on importation of production 

technologies is the tacit acèeptance in the SAP that technology is 

transferable. But as Kwanashie, (1988:13) observed this strategy has 

proved to be very ineffective for over a quarter of a centrzry in 

Nigeria; the strategy has failed to engender the broad catalytic 

effect necessary for genuine development. He noted that the assumption 

that technology can be transfered either at the micro or macro levels 

ignores the crucial role of contrel and monopoly of sèientific and 
. .. . t··· ') . . .. . 

technological knowledge in the èontelll]?'tra:cy matrfi: of power relations. 

Kwanashie, specifically argued that the prospects for technological 

developrnent and self reliance under SAP is not bright, since the 

programme fails to address the root causes of Nigeria1 s technological 

backwardness within the world accumulation process. The dominant social 

relations in producticm and the internal power relations seriously 

militate against the adopt.ion of new technology (Kwanashie Op~cit~14).·. 
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Table 9: NIGERIA' S FINANCING FtlOSPECTS TO 199.5 

($=' thousand) 

1986 1987 1988 

OH Exports 6.7 7.6. 8.8 

Non.;.;.oil Exports o.4 o • .5 0.1 

Total Exports 7 .1 8.2 9 • .5 

Merchandise Imports 6.o 1.0 8.o 

Invisible Imports 1. 2 1 • .5 1 ~ G 

Total Imports 7 ~ 'l: 8; .5 9.7 

Estirnated Financing gap* 4:2 .5 .1 .5. 7 

....... 

* After rescheduled debt service. 

. ; 
1989. 199f 1991 1992) 1993 

10. 2 11 • .5 12. 6 111-. O 1.5 • .5 

o.8 1.0 1. 1 1. 2) 1.3 

. " 12. 5 1.5. 2 16. 8 11. C 13.7 

8.7 9.4 10.7 1,.1 11 • .5 

1.7 1.9 2.0 2.2 2. 3 

10~4 11~ Z 12. ~ 12.9 13.8 

3. 6: 1. Z' o. z> - -

SOURCES: World :Bank and Federal Ministry of Finance 7 Lagos 7 cf Toyo, 1987:5.' 

1994 1995 

16.9 18.4 

1 • .5 1.7 

18.4 20 .1 

12. 3 13. 2:' 

2.5 2.6 

14.8 1.5.8 
,. -

- -
.. 
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It could be argued with respect to the SSl that even if these 

industries expand significantly they cannot form the basis upon 

which t4e development of self~peliant economy can be based. As Toyo, 

(î988) has argued 9 the development of a self-reliant economy requires 

that critical branches of moder~ basic industries such as iron and 

steel, non-ferrous metallurgy 7 fuel and power9 chemical 9 construction, 

ma·~erial and engineering industries are established to provide the 

needed capital and intermediate inputs ~f the other categories of ,, 

industries. The iron and steel industry in Nigeria is · bal ted by the 

depression and indebtedn0ss and of the remaining critical branches of 

industry only cernent and fuel power have an existence of. aey signifi-

cance. 

Finally 9 the politics of devaluation ~equires a eut in real wages 

by making all irnported goods (and their substitutes) more expensive 

in relation to workers incarnes. Dut this sows the seeds of inflation 

and political destabi:i.isation 9 (singh, î986g 108). This is because 

devaluation by reducing the standards of living especially of the 

ur~an cnnsumers of the imported goods 7 would inevitably lead to 

compensating wage demands 7 which ::.f Ui.,met would produce poli tical 

conflicts and if met would fuel inflation and thus the need for 

further nominal devaluation and the process continues. The capacity 

of the state to manage this in Nigeria7 given the fragile political 

base of ruling classes is highly questionable 9 without resort to 

some authoritariansm. This 7 as employed by the Babangida regime 7 

has resulted in the banning of organisations like the Academic staff 

Union of Universities 9 ASITTJ 7 the National Association of Nigerian 

students9 NAN~9 the weakening of the Nigerian Labour Congress, and 

the muzzling of the press and other opponents of the SAP policy 

measures. Even wi th this 7 and perhaps because of this authoritarianism;. 
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and the rapid fall i~ the standards of living of the already 
/ 
.( 

m:i serable conditions' of the vast major.ity of workers 9 and other non-
;;·, '. ' 

propertied clàsses 9 1h'el?Q have been several demonstrations most 

""1otable included tlle·nationwide 9 April 1987 demonstrations and tha 

May 9 1989 1 SAP-riots'. There were, infact 9 two reported atteffi_1Jts 

at ousting the regime of Babangida9 seen as responsible for the 

increasing hardships in the country. 

But 9 the propertied class could adjust very well to devaluation. 

Given the struct1iral dependence of the economy on the importation of 

inputs 9 especially for manufacturing production9 devaluaticm could 

bring some liquidity and èash flow prob~ems and raise the cost of 

production9 but firms could raise prices, especially in their mono

polistio position 9 to maintain profitability. Infact 9 beoause of 

the accumulated profits ànd the super profits made by firms 

immediately before-and after SFEM was introduced9 firms were able to 

bid for foreign exchange in the Foreign Exohange auction markets at 

rates s• high that the marginal rate as at 30th April 9 1987 was about 

NJ.00 to the dollar. Infact 9 the bids were so high that the nutch 

Auctien System had to be introduoed on 2nd April, ·1987. By this 

system9 the official rate of currency was fixed at the marginal rate 

but authorised dealers buy at the rates they offer9 (Okongwu9 1987). 

3:2gJ INTEBEST RATE AI)J1JST.MENT 

Theoretioally 9 interest rate adjustment is supposed to work as 

an, in~trument for aohieving both i~ternal and external balance. 

Internally9 a higher rate of interest is 9 on the one hand9 intended 
'(>, , ... 

to reduce the level of investment expenditures by increasing the oost 

of capital funds in the market and by so doing, eventually reduce 

domestio inflation. Higher.interest rates, on the other hand, are 

supposed to increase the return on savings and thus stimulate the 
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population to save a larger proportion of their incomes 9 thus 

c~tting immediate consumption •. At the external fxont, interest rate 
, . 

adjustment aims at an upward alignment of the domestic ratea te bring 

them at par with internat~•nàl rates so as ta attract foreign capital 

inflow and stem capital flight. · 

The gOYernment as noted earlier bas varied the mini~um rediscount 

rate (MRR) between 12. 75 percent and 1.5 percent since August 9 1987 9 

compared to the pre-S.AP discount rate of less than 10 percent. The 

prime lending rate as a resul t of the ri~ ···in che MRR now- ranges 

between 18 percent and 27 percent; :'.lakiLlg Nigeria one of the countries 

wi th highest interest rates in ti.1e worlJ. Concomi ttant with the 

depreciacion of the naira was the reducti•n~ in money supply (M1) from 

N13 9 267.8 million in 1985 to w12 1 728.3 million; N-12,238.6 million ant t 

N11 9 811.2 in 19869 first Quarter and second Quarter of 1987 9 

resp ecti vely 9 (1!'0 8 9 1988: 27). 

The efficacy of interest rates adjustment raising the amount 
inve!tib1e 

of savings and therefore · funds depends largely on the class 

categ•rJ of the savers 9 the banking habits and the general political 

climate. In Nigeria9 the und2rdevel)pi:,.d banking habits 9 wide spread 

poverty9 retrenchment~ unemploymen~ low wages and political instability 

among other factors 9 generally militate against any substantial 

increase in savings among the majority working class 9 peasants 9 

middle class professionals and some sections of merchant capital. 

Merchant capital may consider the rates less lucreative 

compared to investment in commerce 9 trade and real estate. 

However, some sections of the bourgeoisie9 particularly the multi-
Cl/.• 

nati•nal banks with their greater dominance in the economy and ability 

to mobilise and attract to raise more savings, to enhance accumula

tion. · At the sa,ne time9 the accumulated and unrepa~riated profits 

CODESRIA
-LI

BRARY



..---------·---
t~n·;,:;:,~ \i O O """'),"" 

5 () 3 
of the big f:ï.rms can be used to raise substantial savings Po ! c, \~cODICE g 
i '1Ve stmen t s. \/ 

\ 0-C\ () 
"-u·~. .-Y' 

Thus 9 while some savings could be raised by the bourgeoiia?~J • ~··_,,-
- ......... _______ ~ __ -..,. .. --

there is no guarantee tha+, these savings would go in to productive 

sectors like manufacturing 9 as more lucreative, q1lick maturing 

trading and commercial sectors may9 in the context of the market 9 out 

compete the manufacturing sector, in particular even if the manufac

turing sector is able to attract some more resources, it is doubtful 

whether they will go in to the more critical branches of the manuf

acturing sector; :r:ather9 there is greater likelyhood of these resources 

gojng in to the dominant and more profitable 9 consumer goods sub-sectorsc 

It is possible, however, that foreign capital with its greater capital 

base could shift to·the more critical sections of industry, while 

relegating the indigeneous capitalists to the consumer goods category. 

Sule, (198h) has argued that because financial institutions in 

Nigeria cnnsidered small scale entrepreneures as high financial risks, 

they are generally reluctant to grant them credit facilities. An· 

analysiR of the performan0e of commercial banks in Nigeria against 

the directive of the CBN, which stipulates that 16 per cent ?f the 

total loans of these banks be given to small scale ventures, showed 

a slow response to the guidelines and a poor performance that never 

attained half the target in the.period 9 1980 - 1985. For example, 

commercial bank lending to the small scale industries was only 1o~/o; 

2.J/o; and 2.o:>/o in 1980; 1981; and 1982, respecti"Wely. 

Al though, the percentage has more than doubled from 3.1 percent in 

19.83 to 7. 9. percent in 1985, the general performance still remain-s 

less than the prescribed 16 percent, (see Table 10). 
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Table îO: NIGERIA: Bank' s Performance under the guidelines 

prescrib€d targets (N' 'million) 

(1) . (2) .. \3) ·. (4) 
Total No. No. of Bank~· Pot al Loans-to 

Year of Banks 1te sp ondent s L•aris target 
group· 

.. 

1980 20 10 6,300.00 102.10 

1981. 20 12 8,600000 203e 10 

1982 22 11 109 300.00 206., 70 

1983 25 16 11,100.00 351. 30 

1984 26 20 119.500000 3.54. 30 

198.5 28 27 12,170.10 977.20 

S)URCEi Ad.apted From SUle (1986). 

(::>) 
AiS pe:r:,-
cent ef 
(3) 

1. 6'. 

2.3 

2.0 

3.1 

3.0 

7.9 
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Al though the current official emphasisi is to sUpport the ssI 

through the Naticnal Economie Recovery Fundt NERFUND 9 the National 

Directorate of Employment; NDE and so forth 9 these categories as 

noted earlier9 cannot be relied upon for genuine industrialization 

unless they are backed up by producer goods industries~ Considerable 

advance,of course 9 could be made if some of the SSI could merge. 

Tbis wouJ.d mean more capital 9 technicaJ. capacity and greater·ability 

to compete. 

At the external front 9 the use of higher rq,tes as a rnechanism 

to attract foreign capita~ flows in à country like Nigeria does not 

take seriously the uncertainfies associated wi th the domestic 

political economy. These uncertainties and especially the likely 

consequences of loosing control of state power 9 continue to stimulate 

capital flight out of the economy. Upward adjustment of the rates of 

interest and devaluation do not guarantee repatriation. ·· 

Finally9 although with the liquidity squeeze9 high interest 

~ates 9 firms would find it more difficult to borrow9 they could9 as 

monopol_;_sts 9 continue to pass on rising costs, to their consumers 9 

subject to the latter's income and t~sies and so forth 9 ultimately9 

therefore, the rise in costs of production will fall on the consurrers. 

'The ability to do so, is, however 9 particularly restrained by the wage 

freeze policy and consequent consumer resistance. Inflationary spiral 

is most likely to continue 9 because due to the rising costs and in 

order to retain high profit 9 firms hav.e to sell at higher prices 9 

whatever they can sell to their customers. Yet from the profits they 

make, because of inflation, the firms have to obtain investible funds 
productil"ln 

at still ·higher costs, to keep up and so higher p!'Q~S:ûre 

·:on their costs structures which they compensate by high prices and 

so on. In the long run, capacity utilization and employment will 

remain low9 with little production. 
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3:2:4 TRADE LIBERALIZATION 

Theoretically) trade liberalization derives from the view that 

the Nigerian manufacturing sector has been overprotected und0.r the 

guise of either infant industry argument and or nationalism, and 

therefore resources have been inefficiently employed 9 leading to poor 

quality and overpriced products •. Thus, trade liberalization involving 

total dismantling of, and or severe reductio~s in the tariff rates 

will, along with other SAP policy measures rationalize the import 

structure of the manufacturing sector9 encourage competition and a 

more efficient allocation of resources. 

The pattern and extent of trade liberalization would zary. 

While the government had succumbed to the demands of the World Bank 

and IMF 9 and even agreed to allow experts fr)m the world Bank to 

draw a cornprehensive ta.riff structure tl,at encourages competition and 

at the same time protect J•I4.estic manufacturers it is not likely te -1 

concede to total liberalization o; trade 9 instead there would be 

selective trade liberalizatîon, even this would inflict damaging 

resul ts ou employment and J.ocal self-reliant industriaJ.izà.t±on9 

(Yahaya, 1988:61). 

In the specific case of Nigeria, the efficacy of trade liberali

zation would vary. TNCS with greater advantage of technological, 

ecenomies of managerial and marketing scale over their incipient 

Nigerian small and medium scale manufacturers could adjust better to 

the possible increased cost of production and intensified competition 

from foreign capitals. Sections of the indigeneous small and medium 

scale industriaë on account of low technological, managerial and 

marketing economies relative to the TNCS will face -serious constraints 

competing with foreign capital along the same lines of production. 

Sorne of the indigeneous manufacturing firm!! will therefore close down, 
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especially those that were (even before the inception of SAP)» 

0:1:)erating marginally. Sorne of the local firms, however 7 will be taken 

over by foreign capital, while those that remain will have ~maller 

markets left due to competition from imports. Althougb increased 

importation of especially finished goods, would make the phenoP.".enon 

of dumping a reality in Figerie it is likely however, to stimulate 

greater efficiency1 growth and better marke~ing strategies 9 and 

possibly raise the level of employment. 

The scope for enhancing export of manufaoturad goods 9 which 

are likely to be basically consumer goods, is limited by the global 

glut of manufactured goods 9. (Nixson 9 1986) ,, rising protectionism, 

especïally in the devel9lPed capitalist countries, the worsening worlè:. 

depression and the indebtedness of the thirè. world., Still,_ wi thin 

the limited scope for export of agricultural commodities, some 

prvblems could be ~nticifated that relate to the agro-allied 

industries. Export of some r~w cJmmodities denies some agro-

allied industries the benefits of internal sourcing of raw materials 

unless t1:e loce.l manufacturers or agro-allied processing inèustries 

are able t~ offer prices beyond what oould be obtained at the 

international market. Moreover, while this opens an opportunity for 

agriculture to feed the manufacturing sector directly 9 some of the 

·vested interests that have developed around the export of primary 

products could not easily be dislodged as to allow for this linkage. 

Finally, an econorny seriously riddled with balano2 of payments 

crisis and mounting indebtedness could not ordinarily have antici

pated trade liberalization. Rather trade liberalization only makes 

sense within the context of the demands of the IMF and creditbr 

nations for greater access to Nigerian economy, (Kwanashie, 1988:.4) i 
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The World Bank and IMF, however,, are not philan"irophic insti tutilns, 

::-ather they have q, logic to construct, regulate and support a world 

system,. wl1ere capital moves wi thout restrictions, (Harris, 1986) •. 

This logic receives a practical articulation in Hamilton L.H., 

Vice Chairman of the U. ç3. House of Representati ves in justifyir.g 

increased U o S. fiscal s1.'.pport for .the IMF;. 

"The Il1F legislation will help indeoted countries 

pay interest on their commercial loans, but it will 

also help these countries pay imports that they 

could not otherwise afford •. The relaticnship 

between tha IMF', and US exports and jobs becomes 

clear when we examine the recent history of our 

trade with Mexico, third largest among o.ur trading 

partners. In 1981, we exported roughly 't18 billion 

in manufactured goods and farm prod11.cts to Mexico0 

By the end of 1982 our exports had fallen by ~6 

billion due to Mexico' s liquidi ty problems. 

Were e:x:rarts to Mexico to remairi at year end levels 

we would lcsJ appro:ximat€ly 250,000 jobs •. Hope for 

an increase of our exports lies with the IMF adjust

ment programme. Wi th tne IMF financing cor.di tioned 

on the imposition of sound economic measures in 

Mexic• and renewed connnercial lending to that nation, 

Mexico will get its econorrzy- moving and increase its 

purchase of our p::-oduc.f.;s", (The Guardian London, 

1/5/83: 16 culled from Usman, 1986i 101)' •. 

3: 2i 5'. ATTRACTION OF FOREIGN INVESTMENT 

The SAP seeks through devaluation, higher interest rates, trade 

liberalization and other suppottive policy measures to attract 

foreign investment, to boost production, raise employment, transfe:b: 

technology and encourage export •. The policy of àttracting foreign · 

investment to ensure · development in the third wvrld bas ;i. ts root'S in 

the ortheqpx vicious circle of poverty hypothesis which grgued that 

the Third world cotliltrie·s have been caught in a vicious circle of 

poverty, which could only be broken by infusion of foreign capital 
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from the now developed countries. In modern dev:elopment economics 

parlance, the vid ous circle of poverty hypothesis has resmfaced 

under the theory of resource-gap. According to this -theory, in the 

third w·crld there is a chronic and permanent gap between availagle 

resou.rces and those needèd to meet the raising domestic needs a~d 

aspirations of the people. 

In the context of Third World Industrié:Ùization, the theory 

assumes 7 a gap between the demand for foreign exchange for the 
.-\'.', 

. · imp6rtatiQU''._-~.f ·nëeded inputa in the industri.~ sect!!IJJ and its 
. ' .. , .. ,) . '. . .· . 

avail abili ty. 
. « . 

Accordingly, policy recommendatien is made on the need 

to enjourage foreign capital inflows via such agencies as the TNCS, 

the IMF World Bank and other bilateral and mul tilateral insti t1.tions, 

to finance the gap. Empir~cally, the 1 succRss 1 of the so-called NICS, 

has been partly traced to the capability of the state in these 

countries to attrad fore~_gn investment, (F.i.enefeld7 1989 7 Bàlassa7 

1983) and mal::e the i"1dustriaJ se<'tor export or~.ented. 

The manli..festation of the current crisis in term8 of inadequacy 

of forei€,;n exchange to import needed inputf'. has given rise to a 

fetishisi:jj;ion of foreign 9cc~ange in the Qevelopment process. 

Censequently 7 series of ::;:>olicy measures and institutional reforms are 

bèing undertaken to ensu.re greater foreign exchang~ earnings. In this 

process attraction of foreign investment seems to be more permanent 

anr. reliable. 

However, mers policy measures important as th .;Y' àre 7 Rre n.>t' the 

only criteria that attract foreign investment. Other social and 

poli tical candi tians are paramount. The experience of the export 

eriented aelO?;l.Omies· of South East Asie. has shown that not only is 

a highly repressed~ cheap :nd nou-unieriiz~d. labour force important, 
,,, (;! {, • ~ 

but also the ,:'Predilectiens ef internatietial poli tics and the ability 

of the state to exploit these opportunities. Even then, the efficacy 
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of foreign investment in the development process, especially via the 
. . 

agency of TNCS has been q_uestioried. · The authoritariàn character of 
.. · .. ~ . 

the accu.nrulatien process under the sUpervision of the nation-state, 

the absence of any significant transfer of technology, highly skewed 

income distribution, faster rates of labour turn over and unemployment 

have been sho-wn to be some of the major features of the development 

process anchored on foreign investment, (Eienefeld, 19~9, :ffirowett, 

1985). In addition, even the foreign exchange earning capacity of 

fereign inves~ment has been •ver'shadowed by the increased balance of 

payment problems and high indebtedness of the NICS. For example, the 

total debt of Argentina, Brazil, Mexico, in 1985 stood at ~5o.8 billion; 

$107.3 billion and t99oO billion, respe~tively, (see Union Bank, 

Economie Newsletter, No. 2.5., January 1987, P. 20). 

Granted the state in Nigeria could sufficiently provide incentives 

to make Nigeria hospitable to foreign investment, and or Nigeria 

becomes strategically important especially given its large and 

increasing market, abundant resources and its geopolitical status in 

Africa. The question then, is, could Nigeria become a manufactur,p,ig 

base in AfricaJ It could be difficult to answer tlbds categorically, 

because, alth•ugt some of the conditicns could be provided by the 

state at a particular conjuncture their sùstenance overtime is 

dependent upon the balance of forces which is shaped and transformed 

by forces and processes bath withiri and outside the control •f the 

Nigerian state.· 

A crucial factor in .the whole equation is the relative strengths 

ef labour and capitali (Lawrence, 1986i3). Since the resolution of 

the crisis depends upon a combination of pred~btivity gains and 

substantial reductions in the rate of growth of real wages, so that 

the cheapening of goods èan lead to an e~ansion in sales interna-
. -

tionally, then the relative organisational capacity of labour becomes 
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most centr'3l to the restructurihg process. If the organisational 

capacity of the working class r~mains weak and disjointed, thus 

~ilting the balance of forceg in favour of carital, then the capacity 

to black the cur:i:-ent capitalist .reconst..:.tution of th~ political 

economy wôuld · be undermined. This would allow for intensified 

exploitation of labou~ and reB~urces of Nigeria by foreigD capital 
. . . 

in alliance with th~ indigeneous capitalists and the state. And 

given the weakness of sections of domestic bourgeoisie vis-a-vis 

foreign capital, and the fact that tne current adjustment efforts 

are being pursued at the instance of foreign capital, the hegemony 

of foreign capital may well be strengthened and or even enhance~. 

It could also be ar.gued, that the nature of foreign capital 

inflow may be in such spheres that are ecologically disastrous. 

Intensified anti-pollution campaigns and green movements, as well as 

cor~orate taxes in some specific branches of industry in the 

developed countries for example, may force concerned industries to 

relocate in Third World countries. Like Nigeria, where these 

movement~ have not gained any momentum, if at all they exist, to 

demand greater attention for the ecological implications of thaae 

industries. 

I-lt has been argued that export of manufactured goods as opposed 

to primary commodities will not result in greates foreign exchange 

earning stability, (Love, 1983), because LDCS are poorly placed in 

the current international economic order to cape with fluctuati~ns 

in the output of manufactured experts resulting from periodic 

·shortages of raw materials 9 cap:i tal equipment, spare parts and 

skilled labour and the relative inexperience of LDCS in the export 

of manufactured products,.,, 
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There is however, a more co~illing and systematic conceptuali-

" zation of foreign investment in the Third World.· Thfè'· deri ves from 
in the communist manifestor 

the Marxist analytical framework. Marx,/\._;--'--' -- -·-.. _-:· ---·---".,. 

argued that capital moves across space in search of 

cheaper raw materials, labour and higher profits. In the changing 

context of the uneven development of capitalism.areas like Nigeria 

can now become the new centres of industrial relocation. This is so 

because of the changing condj tio·.1s of accumulation, especially the 

rise in trade unionism, faster rates Jf technological obsolesence, 

increased cornpetition among capitalist firms, which make for lower 

profits rates in the developed capitalist countries v2-s--a-vis t~1e 

cheap, nonuni0nized labour, abundant raw materials markets and the 

plethGra of incentives increasingly offered to capital in the LDCS. 

This thesis accords with the ~eindustrialisation of some branches of 

industry in the developed countries and the relocation of industrial 

productien or contracting out of some processes of production - in 

the Third World especially the so-called NICS. 

The provisi-n of incentives and institutional reforms by the 

Nigerian state to attraët foreign investment accords with the changing 

conditions of global accumulation, which although entailing reprassive 

and exploitative labour conditions will result in an irnprovement in 

the productive forces and heighten social struggles. It is, there

fore, possible to see why effective working class organisation can act 

a::B an obstacle, from the point of view of capital, to this newphase 

of èapitalist accumulation~ Consequently, the state seeks to weaken 

and cajole working class organisations in to submission. 
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3g 2~ 6 PfilVATIZATION AND COMMERCIALIZATION -

The current crisis of cafitalism as noted earlier, occuring 

amidst widespread neo-colonial state intervention, has brought t~e 

developmentaJ. state· under attack. It has been argued that state 

intervention has engendered distortions, inefficiencies and wastages., 

The state expenditures and parastatals have ta be rationalised, 

privatized and or commercialised, to make them more efficent and 

cost effective. Greater emphasis is to be given to the private 

sector and market forces in the allocation of resources. The specific 

implications and significance of privatization and or commercialization 

of the state parastataJ.s are many. 

Primarily, the current retrenchment of the state in some sectors 

shows how the current crisis is to be resolved in the interest of 

capital. Capitalism needs an interventionist state to regulate the 

level of demand and accomodate some of the economic and political 

demands of the dispossessed, without the state, the naked forces 

of capitalist exploitation woüld ue exposed; and the entire capitalist 

edifice would corne down crurnbling under the pressures of workiüg class 
( Bangura, 1986) in t erventi•'h 

demands, Yet increased state : .· ftlf,; • limi ts the 

surplus necessary for expanded accumulation. In the context of the 

fiscal crisis of the state, the state seeks to transfer resources 

from social sources such an education water supply, health, through 

charging higher prices to enhance accumulation in sectors like 

manufacturing. 

It has been proposed by government that a number of manufacturing 
,,1 

concerns owned by the state are to be commerciali~ed or privatized 

to a varying degree. What others like tkor, (1987~7) see as the 

gains of economic nationali sm deri ved, consequent upon. 
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Consequent upon the oil boom, in which the state prépped up the 

indigeneous capitalists and acquired shares in most subsidiaries 

of TNCS 9 are frc:im the imperialist perspective deviation from the 

imperatives of the capitalist sy~tem9 as they are seen to have 

created distortions, inefficiendes and so forth. Thus 9 the state' s 

shàres in tl:ese cohcerns sho1ùd be retu.rned to the priva te sector, 

in order to restore efficiency and growth. There is9 however, no 

convincing empirical or tr.eoietical evidence of the supposed inherent 

efficien·cy of the private sector in Nigeria. Infact using the 

profit criterion as a measure of efficiency9 it has been shown that 

the allia~ce between the state ând capital at large, allowed capital 

to flourish through numerous state polïcies 9 projects and agencies 9 

fraudlent inflation of contràcts and outright looting of public 

funds (Aluko, 1988~ 17; Usman, 1986~ Alkassim et al 9 · 198_;). 

The current retrenchment of.the Nigerian State to more 

productive areas of ~ccurnulation signifies the comin5 of age of 

the indigeneous · capitalists to own and control lucreative and 

fertile areas of accumulation to be privatized. Foreign capital 

also in collaboration with the indigeneous capitalists could buy those 

enterprises which the latter could not buy alone due to high costs or 

technical requirements - • The specific pattern of the new ownership 

structure may be difficult to project. Moreover 9 the extent of the 

retrenchment of the state is also likely fo be mediated by the 

regional disparities in the patterns of capitalist development in the 

country O Generally, the more developed industrial areas like Lagos9 

Kano 9 ·Kaduna, Port-Harcourt, Enugu and Aba are much better places 

to benefit from privatization than the other areas. But9 the 

tensions; ethnic.religiôlis and regional orientations of the bourg-
? . ' . . . 

eoisie may seriously militate against wholesome sales of the state 

shares or enterprisés. This is particularly so because 9 part of the 
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reason for the ma.intenanèfe of the current Federal Chàracter is the 

use of the state shares and parastatals in maintaining patrona,ge and 

consensus among the different social groups and classes in the 

country. 

It is predictable st"hat. the partial privatization of capital 

intensive i_r.dustry with liuge state investmentJ like the iron and 

steel industry, while providing opportuni ties for indigeneous 

capi tali st s to consolidat.E: at!d control some strategic sections of 

industry .· is bound to have adverse effects on Nigeria' s industrial 

growth, especialiy in the area of construction industry. This derives 

from the inflationary effect of high cost productiun and it..o.qe;quacy 

of skilled manpower to manage these industries. m The commercializatior 

of NEPA would raise energy bills, thus affecting the cost structure 

of especially NEPA depender.t industries. in effect IOC>st.of these 

policies are inflationary and would give rise to increased cost of 

production. However? the state may realize greater reverue wi th 

which to subsidise the indust~ial and other sectors. 

,THE NEW INDUSI'RIAL POLICY 

The NIP is essentially a restatement and elaboration of the 

policy objectives and strategies of the SAP as they relate to the 

industrial sector. It ·does not contain any significant changes from 

the provisions of the SAP. Apart from the clarification of objectives 

specific strategies of achieving these and explicit recognition of 

small and medium enterprises ,i:l,S focus of industrial development? 

only the re,,,-classification of the areas and terms under which Nigeria~ 

equity ownership as against foreign swnership constitute some 

meaningful policy changes. On the whole 9 however 9 the objeétives of 

the NIP do not differ from the stated objectives of industrialization 

of the Nigerian state over the past three decades.. While the strate-
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gies to be eniployed to achieve these objectives remain consistent 

with the SAP policy measures; namely: exchange rate adjustment~ 

trade liberalization9 privatization and commercialization, attraction 

of foreign investment 9 greater reliance on market forces, export 

promotion and supportive infrastructural - and - incentive measures. 

The effioacy of these measures have been discussed in the pre

ceeding sections of this chapter 9 we shall therefore not go in to 

that heree 

CONCLUSION 

The SAP policy measures 9 despite the new opportunities they 

provide 9 do not fundamentally address the structural distortions and 

social relations in the manufacturing sector. The measures do not 

confront the dominance of the manufacturing by subsidiaries of TNCS 

and their domestic agents- which anchor domestic production to the 

acquisition of foreign ivputs. The measures while in some respects 9 

like in agro-allied ~ndustries 9 faYour domestic sourGing of raw 

materials 9 generally reinforce the structural dJ.stortions and powerfu• 

interests that benefit from these arrangements. The chapter 

attempted to highligh~.; how and why the SAP policy measures favour 

generally foreign capital and some sections of the domestic bourgeoi

sie9 the possible intensification of the use of production 

technologies which are at variance with internal requirements and 

resource availabili ty under S.APo While seriously discriminating 

against some sections of the small and medium scale enterprises 9 the 

SAP provides greater opportunities for profiteering activities 9 

crushing of labour unions, unemployment 9 inflation and increased 

dependence on foreign technologies 9 expertise and finance. 
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The SAP 9 therefore 9 far from predicating industriel self

reliance on economic independence 9 based on national ownership contre~ 

and planning of development 9 the existence o.f basic industries 

nJcessary for autonomous~ seif-reliant llevelopment 9 the capaci t;)r to 

originate and modify mode~n technology 9 rather the programme seeks 

·;;o anchor the manufacturing 9 as indeed other sectors~ firmly in to tho 

world capitalist accumulation proc8ss with all the consequen0.es thst 

this entails. In the next ohapter 9 therefore 9 we survey the macro

economic evidence of the impact of· t11e ffAP on Nigeria' s manufacturin/2' 

sector in particular to see whether our anticipations accord wi th 

the empirical outcomes. 
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CHAPTER. FOUR 

§JRUCTURAL A])JUSTMENT PROGRI\J.'JlViE _6}.~ THE ~ANUFACTù""RING SECTORi. SOME 
El'lffI8.ICAL OUTCOMES 

INTHODUCTIONi 

The SAP, as we have seen, aims at restructuring and diversifying 

the productive base of the Nigerian economy to reduce dependence on the 

oil sector and imports, establish 2 sustainable, non-inflationary growth 

path and enhance efficiency in the alloc2tion of resources~ bath in the 

public and private sectors. As shownin chapter one, even before the 

official procl1;llllation of the SAP in 1986, m0st of its elements have 

been put in place .. However~ the full package of the SAP came in to effect 

from 29th~ september, 1986, when the SFEM was introduce·d, import and 

export licensing as well as price controls abolis~ed and interest rates 

subsequently deregulated the t2xiff regime was also liberalised and some 

civil service reforms effected. Hcwevery policies relating ta comrnerciali-· 

zation and privatization of public enterprises and the adoption of 

1appropriate' pricing arrangements have ta.ken more time to implement and 

some are still yet to be fully implemented. What then are the empirical 

outcomes of the measures so fa,r implemented? 

This chapter surveyed the ma,croeconomic evidence on the impact of 

the SAP on Nigeria's manufacturing sector~ A brief review of the 

performance of the national economy at large, was attempted to provide a 

wider basis for the evaluation. Then, specific macroeconomic variables 

of manufacturing growth rate capacity utilization rate, domestic sourcing 

of raw materials, Research and Development, manufe.cturing employment and 

industrial relations, closures and survival, and balance of trade, were 

used to evaluate the impact of the SAP on the manufacturing sector. 
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ThE:.re are basically two conceptual approaches to evaluating the impact 

of the S.AP on the economy (Killick1 1984). First, is the conventional 

c,ppronch. This compares releva;:t macroeconomic var j_a,bles before and after 

the introduction of the S.AP. This approach is said to be objective in 

th2.t i t allows changes in the rc:üevant varia,bles to be observed empirically. 

The second approach is the counter factual a,pproach~ this compares the 

procr2,1nrne resul ts with what wot..ld have occurred in the absence of the SAP. 

This ."'.pproach has two versions namely: the absolute 2nd relative versions" 

The 2,bsolute version is purely an ex8rcîse· in econometric simulation 7 as it 

involved the fitting of some selected historie time series data on a trend 

ecJuation to predict the likely economic development in the absence of S.AP. 

1I'l-ie relative version9 on the other ha,nd, involves a comparison of the 

~p0:cform2.nces of countries that adopted S.AP vis-a-vis those that had need 

for SAP but did not adopt it duriné; the same period. (Nnanna, 1987 ~40). 

The counterfactual approo.ch in general has been found to be subjective and 

rGquire comprehensi ve da ta, i ts use ·c;ended to bE:. restr ic ted to th.a IMF a.nd 

oth0;r international organisations with comprehensive data and resources to 

;:::,fford the approach. 

In this chapter we adopt the conventional approach 9 for its objectivity 

in campe.ring cbanges in macroeconomic variable before 2.nd after SAP, 

subj(·ct to data availability. Sorne of its inadequa.cies, however, should 

i)e acknowledged. For example, the approach tends to under play the 

soci::·,l rE:lations that give rise to the empirical fects or figures worked to 

subsk.ntia t;e the performance or impa,ct of S.AP. This is so because not nll 

socic,l phenomenona are qwwtifiable. Further, precise delineation of 

pre-SAF ~nd post-S.APperformance is impossible, since the dialectical 

int0r2.ctions and working-out of past policies? influence the subsequent 

trnj€ctory of the dynamics of the adjustment process. 
Also 9 the extreme 

lirili tations of data in Nigeria especially interms of methodology and 
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techniques of collection pose se:rious probiems of effective evaluation. The 

::;v.s.ilo,ble data are generally inconsistent and incomprehensive. The 

general ambivalence of individual manufacturers tn releasing data on their 

përformance necessi tated the 1,roe,d macroeconomic a.ppro2.ch adopted in this 

study. This, however, tends to overgener:3.lise the performance, since 

spE:cific individual vari3.tions coulc:1 not adequo.tely be ta.ken care of., 

T1:ms? more deta,iled studies are needed to capture the dym:.mics of the 

c1.djustment process in the Iranufo.ctur ing sector. 

The chapter is divided into threE: sections. Section one?reviews the 

performance of the economy under the SAP from 1986 to 1990, subject to 

d::-.te, o.v2.ilD.bility. Section two 1 ex2,mirn:::s the impact of the S.AP on the 

m::i.nuf2.cturing sector in terms of some selected variables, as noted ab.ove, 

o.nd s0ction three 9 concludes the chapter. 

,4. 1 • 0 IMJ? AC'I1 OF SAP ON THE ECOLOMY: AN ùVERVIEW: 

Official and libsral rev iews of the performo.nce of the e0onomy 

uno_er the S.AP have gE:nerally found the impact as mixed, having bath positivp 

and negative results. (Okongwu 9 1987:28 9 AhmE-,d, 1988:3; Bierstaker, 1·990). 

In a published document on Babangida I s four year8 in office in 1989 7 govern

ment stated that 7 the SAP has recorded some appreciable gains. The GDP re

corded 'modest' growth rates of 1.,8 percent in 1987 7 4.1 percent in 1988 

2snd 4 percent in 1989c There was incree,sed inflow of foreign investment 

whicb by April 1990 totalled H1 .404 billion in new investment through the 

dt,bt conversion prognmrrne. This we.s consumated in the a.griculture, 

m.'1n.ufc.cturing~ b11ilding and construction 9 hotel and tourism "'.nd other 

S-.:,ctor:s of the economy. The ext...::. .a.l revenue improved wi th .3991 • 8 million, 

due to goreign excha.nge eernings of ~6.,8.5 billion, between January and 

Novr.:Jmber, 19890 :Sy February 9 1990 the external reserve rose to 
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L16. 807 billioµ. The balance of pnyments also improved wi th ~3.469 

billion in the first six months of 1989 as against a defici t of N1 o 119 bil

lion in 1988 (ThisW~ek9 May 21 y 1990g18). 

Government also argued in the nbove docum8nt that as a result of the 

trade and payments libere,lisation which brought higher commodi ty prices in 

n~ira terms agricultural production increased remarkably. Production of 

GJ.'J)Ort crops such as palm kernel 9 cocoa, rubber, cashew and groundnut alJ 

incruc,sed. Cocoa for exr:,,mple which sold for ~1 ,600 per tonne went up to 

'.c 25 ~000 per tonne in 198~. This stimulated cocoa production from 

90~000 tonnes in 1986 to 140,000 tonnes in 1987/88 seasono Cotton 

production rose from 50 9 000 bales in 1986 to 300,000 bales in 1987/88 se2s0,,., 

The local production of wheat whose importation was banned, increased from 

60 9 000 tonnes in 1986 to 300 9 000 tonnes in Kano State alone, while productio,1 

in three other states were put around 250 9 000 tone~. Food production was 

o.,lso said to have increased as evidenced by reduction in imports of basic 

food stuff~ from 15-17 percent betwe8n 1980 and 1985 to 8 .. 8 percent in 1987 

ancl I food is visible iri the mc:i,rkets and c,n the shel ves of shops e.nd large 

rrio..rkets 11 (Bierstaker 9 1990g5)., 

The increase in agricultural production according to government must 

h2vo boosted gainful farm employment and opportunitiesc The SAP has also 

incre2.sed the participation of ci ty dwellers in part time farmingo There 

is the enhanced acceptability of the idea of s8lf-employment and expansion 

in self-employment and expansion in self-employment opportunitieso The 

SAF has thus created an atmosphere of greater ingenuity in enterpreneurship 9 

tapping the latent entrepreneurship spirit of Nigerians hitherto 

drnnpt.::ncd, especially by dependence on govèrnment white collar jobs. Closely 

relnted to this, is the observ:i,tion that SAP is ratione,lising individu.al 

and nctional consumption pattern nway from foreign imported items to the 
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consi.:mption of domestically produced items. Many industries that hi thèrto 

clep&nded on imported raw materials now utilise local raw materials to a 

greater degree and at a fast rate. Those ·industries th:::i.t sourced their 

raw rnc.terials locally achieved higher cap2,city utilisation rates, there 

include ~ for examply tyre and tuoe manuf acturing ( 800/c); footwear, ( 61%h 

textile, (54~7°/c); prlnting and publishing, (53.3%); drugs and carpets, 

... '.)O. 6~;); while those that are heavily imp0rt dependent like auto-asRembly t 

communication equipment, radio and television experienced lower ce.paci ty 

utilis8.tion rates of less than 25 percent. 

However, the government, observed that half the jumber of the firms in 

the ID8.nufacturing sector utilised. between 40 and 10C pe:::-cent of their 

i:1-sto.lled capacitiess That, the sector has been the fa.stest growing sector 

of the economy since the inception of the SAPc Government figures show 

thc.t mo.nufacturing production recorded an average ar.nual growth of 

16 percent between 1987 and 1989, comp?.red wi th the average growth of only 

1.3 p0rcent between 1984 and 1986, (C~N, April, 1990; ThisWeek, May 21, 

1990). The increase in manufact~ing prcduction, it was argued, resulted 

in o. ,najor reduction in consumer goods irnports from an average of 

nearly 40 percent of total imports between 1980 end 1985 to under 25 per

cent in 1987 a (:Bierstaker 7 1990~5). Since the expansion was associated 

wiih those industries with extensive backward linkages (textiles, food 

processing, plastics, rubber contiüners glass bottles, cernent, footwear 

e.nd. brewer ies), :Bierstaker, ( /.qt1 O ·.".; 5) argued tha t, Nigeria under the 

S11J? ,,.,2,s closest to genuine ISI than in the last 20 years since 

ind8pendence. 

According to Government 7 increased agricultural and industrial produc

tion 2nd the more efficient allocation of resources have made goods 

av2.il2,ble and inflation growth r2..tes contained. Officiel figures from the 

J?OS stated that inflation has been reduced from 42 .. 7 percent in 1988 to 
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40.9 percent as at December 9 1987 nnd to further 38.3 percent in 

Jo,nu2,ry 9 1990. Government further argued that, increased revenue from the 

mo·,ll::tize,tion of petrodollars in the foreign exchange market made it 

possible for workers, in both f8deral and state sectors, to be paid 

regulnrly and financErl the acth i ties of DFRRI and NDE, through which i t 

hc)pes to ensure 2. transformation of the rural. areas (Ahmed 9 1988~3) 9 2,nd 

ex-pand employment opportunities for individuals~ 

Perhaps, it is at the external front that the 'gains' of SAP are most 

visibl0 and remarkable. The SAP has restored international confidence on 

the Nigerian economy. As a result of the SAP Nigeria was able to enter 

into fruitful negotiations on debt rescheduling with the London and Paris 

c:cedi tor clubs, that hitherfo insisted on the adoption of SAP. Accumulated 

debt of ~14., 1 billion were rescheduled in 1986 and 1987. The total debt 

service to export ratio was reduced to under 80 percent. Without the 

dubt rescheduling, i t was estime.ted that Nigeria 's total debt service to 

export ratio would have exceeded 75 uercent by 1988, (Bierstaker, 1990~4). 

Nir-E:iria 9 as a fairly 'disciplined' 9 'goocl reformer', compared to other 

countries implementing SAP, was able to clear much of i ts back-log of 

short term tr2,de debt s 9 thereby enabling a resumption of trade credi ts and 

more 'normal' international financial transactions 2.nd changed the 

composition of i ts debt portfolio in a positive direction (Bierstaker, 

î 990~4). Thus although Nigr:;rio. 's debt under the Babangida regime rose 

fr:om G,bout $20 billion in 1985 to over ,330 billion in 1990, the rate of 

new d.ebt accumulation was lower, and more importantly there was a change 

from short-term, priva te debt wi th higher interest rates 9 to long-term, 

lower interest and longer maturation debts, (Bierstaker, J-0/qO ·). 

The above are some of the gains of the SAP which the government now 

s0e:ks to consolidate. Give:n more time and resolute pursuit of the SAP, it 

w2.s 2,rt;rued~ the gai:ns would be corne 12,rger, more visible and durable. 
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Both the official and liberal reviewsj) however 9 argued that every SAP 

involves dislocations and disruptions; there would be both winners and 

loserso Thus)) although it was recognized that the SAP has engendered some 

QdVGrse side-effects such as inflationary repercursions, increasing 

unemployment 9 the deflationary impact of tight monetary policies. It was 

streseed that given the seriousnoss and intractable nature of the problems 9 

which the SAP was intended to denl with9 these side effects were unavoid~.ble. 

They 2,re some of the sa.crifices which must be made now to secure future 

prosperityj) (Ahmed, 1988~3). 

In apparent reference to some critics of the SAP)) the CBN governor, 

Ahmed 9 (1988i5) 9 argued that had the country continued with the pre-SAP 

policies of stringent trade and excha.nge controls, together wi th an 

overvo.lued currency; capacity utilisation would have been lower and acute 

supply shortages would have ensuredj) moreover 9 non-oil experts would have 

sto,gnated 9 governemt revenue from oil would have been lower, and government 's 

fisco,l integri ty would h.s.ve been seriously eroded. The logical conclusion 

of this scenario of 'what would h.:w0 happened if the country had failed 

to c.do11t the SAP is economic colle,pse' (Ahmedj) 1988~5). Government 

therefore continues to demand from the people iron clad discipline~ greater 

so,crifice and patriotism to sustain the path of growth mapped out by the 

:3AP 9 for 'any departurE: from this path of rationality would be to court 

dise.Stêr' (Ahmed, j g gg- ·,.). 

A number of observations could be made with regards to the official 

c.nd liberal reviews of the performance of the economy under the SAP. 

First, the review was pre-occupied with the nominal or monetary 7 rather 

th2,n the real performance of the economy, this according to phillips, 

(1988~7) is akin to 'indulging in agame of deception'. It could be 

argued 9 for instance 9 that in real terms the GDP at constant 1977/78 

fQctor costs declined from N-26.2 billion in 1985 to N-25.3 billion in 
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1986 211d to i,25 .6 billion in 1987.: Even at constant 1984 factor cost, the 

GjJJ? declined frcm iry4~·5 billion iri 1985 to :ix172.9 billion in 1986 and to 

r.73 08 billion in 1987. However~ at current factor cost (in nominal terms) 

the GDP gives an erraneous perform.0 ,nce of the economy, by indicating 

constc,nt improvement from itJ65 billion in 1985 to about K75 billion in 

1987 9 (Phillips, 1988). 

On per capita basis, the total output of the economy has been falling 

since the on set of the crisis in 1982. Infact, even the World Eank 

estimo.ted that Nigeria 's per capi ta income fell from about $800 since the 

eo.rly 1 980s 9 to about $370 in 1987 9 and to around $350 in 1990. The Bank 

ho.s since 1987, rated Nigeria down from a 'middle income' economy to a low 

incarne economy (Phillips, 1988 9 Eierstaker 9 1990). 

It has also been argued th2.t al though the value of experts in naira 

terms had increased from îif8.9 billion in 1986 to N30.·2 billion in 1987, 

in real dollar purcha3ing power terms the value only increased 'from 

%6 billion in 1986 to $7.2 billion, (Phillips, .Jc{tg't · )- With regards to 

non~oil exports, it is difficult to attribute the rise in proŒuction of 

2,{sricultural commodities like rubber, cocoa and palm oil, to the incentives 

moasures of the SAP. Most of these crops require more than one year to be 

ready for harvest and exporto i<fhile their production might have increased, 

the: dollar denominatœd export e2.rnings declined from $503 million in 1985 

to $370 million in 1986 and to further $357 million in 1987. Also 

in 1988 non-oil export earnings declined sharply from about $44 million in 

J,,,11.uary, to only %21 million in April (Phillips, 1988~8). It is signifi

cant to note that, when the pricGs of some commodities crashed in the 

wo:cld market, the so-called SAP-induced cocoa-boom also collapsed. The 

price of cocoa per tonne dropped from ~25,000 in 1988 to N4,000 by the 

end of 1989 (This week, May 21, 1990). Excess production, especially due 

to new scientific farming techniques in Malaysia, Indonesia and Ivory Coast, 
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':ms largely responsible for the crash in cocoa pr.ices o It bas also been 

noted that middlemen~ especially Asians, in Nigeria tended to corner most 

of the proceeds from non-oil experts which they even hardly repatriate to 

Nigeria. 

Furthermore, while the dollar value of imports declined from $7.8 

0illion in 1985 to $4.0 billion in 1986 and $4.3 billion in 1987 

(Phillips, 1988), this was notas a resu:-i.t of growing and significant 

substitution of domestic equivalento The decline had to do with the 

decline in foreign exchange e~rnings which started since before the SAP. 

The decline in imports was ex3c8rbated by the rise in foreign exchange 

costs occassioned by the depreciation of the naira exchange rate and 

other policy measures of the SAP; as well as the decline in foreign 

exch2,nge earnings o 

Unemployment rose from 4.3 percent in June 1985 to 6.1 percent in 

D2cember, 1985 to 7 percent in Tiecember 1987 and 5o3 percent in 

necember, 1988 (FOS, statistical news, August, 1988). Rètrenchment 

continued, in 1988 for excample the Nigerian Railways Corporation 

retrenched 8,000 workers :and the Nigerian Airways, 2,500., The Nigerian 

Airports Authority; Construction Industries; Flour Mills; and the Nitel 

r0trenched 2,000; 151, 000; 32,000 and 8,000 workers respectively, 

(:S1.rniness Times and Business Concord various issues). Profit after tax, 

however 9 continued to rise. For example, the profit after tax in 1987 

w2,s 9 UAC; ('!i!50.9 million) 9 Tiunlop; (fi118.2 million); CAPL (5 .. 5 million); 

SCOA (~7o7 million); C.ARTIBURY, U:6.8 million); John Holt, (~21.,9 million); 

CT!'.AO, (t":8.3 million); Beecham, (t,11.2 million); WAPCO, (N28 million); 

Guines, (R~5 .. 1 million); Lever Brothers(N.2 million). The profit Qfter tax 

of these companies all continued to in)rease in 1988, from their respective 

levels in 1987 (see table 11). 
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Beyond the eBsily quantifiable variables~ which the official and 

liberal reviews were concerned withf are the worsening conditions of 

social existence of the working classes, students, women and children as 

well as the unemployedp deterioration of social services and infrastructure, 

increased state repression and subversion of labour movement, frustration, 

hunger and intensified exploitation on the one hand, and the luxury, 

thievery and arrogant display of wealth by capitalists, on the othar. 

The dialectical combination of these 'gains' and 'lasses' led to series 

of struggles that erupted in v2.rious forrns, as evidenced by the v2,rious 

coup attempts and dernonstraticns notably the Aprii, 1988 and more especial~ 

ly the May, 1989 demonstrations when a strong and massive solidarity 

demonstration, which raged from dusk to dawn, in condemnation of the 

SAP shooked the bourgeois state toits foundations, (Business and 

Financial Analyst~ 1989g20, News Watch, Mayf 1989). 

TA:BLE 11~ NIGERIAg ANNUAL PROFITS OF SOME SELECTED COMPANIES 
(IN MILLION NAIRA) 

LAC 
COMPANY PROFIT AFTER TAX 

1987 1988 

50.9 101. 1 

DUNLOP 18. 2 20.2 

CAPL 5.5 6.2 

SCOA 7.7 11.0 

CAD]URY 6.8 10.6 (before ta~ 

JOITIIT HOLT 21.9 18. 9 
CFAO (GROUP) 8.3 20.0 

CFAO (COMPANY) N.A 1.8 

'BEECHAM 11.2 12.9 

WAPCO 28.0 40.5 
GUI11NESS 28.0 46.2 

LEVER BROTHERS 65.1 111.0 

INTERNATIONAL TOBACCO CO. 1.2 LB 

Sour·ceg Busine$s Times, Various Issues 
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The state responded by massacring, maiming, imprisoning and tear 

gassing scores of the oppressed and exploited, who took part in the 

demonstration. It was la ter recclgnized 7 by the sta.te, that to forestail 

future occurrance of such demonstrations or 'SAP wars' there was need to 

1 2,melio"!:'ate' the 'undesirable I social consequences, or cost of adjustment~ 

The SAP relief measures were subsequently introduced. Eeyond this 

general evaluation, what ara the specific outcomes of the introduction of 

S1Œ on the manufacturing Sé:ctor? 

L~.2.0 IJ:.1PACT OF SAP ON THE MANUFACTuBING SECTOfü AN EMPIRICAL SURVEY 

Thisruction attempts a critical survey of the impact of SAP on 

Nigeria 's manufacturing sector in terms of the following variables~ 

2o1 Manufacturing Growth.Rate~ 

The contribution of the manufacturing sector to the GDP at the 1984 

f~ctor costs shows a stëady increase under the SAP from 9.42 percent in 

1986 ta 9.66 percent in 1987, and 10.S2 p~rcent in 1988. The contribu

tion of the manufacturing sector 7 however lagged behindthe other 

sector such as agriculture, wholesale and retail trade~ and crude 

petroleum which continued to dominate the structure of the economy 

(see table 12). The· rate of increase in the contribution of the· 

m2.nufe.cturing sector to the GDF rose from 4.36 percent between 1986 

and 1987 to 7.96 percent between 1987 and 19880 This, however, is less 

than the increasing dominance of the financial and insurance sector which 

rose from 8.68 percent to 12018 percent in the period 1986 to 1988. The 

performance of the financial e.nd insurance sector was directly connected 

wi th the monetarist instrumsnts of exch2,nge rate adjustment and deregula

tion of interest rates in paxticular, which allowed banks to make money 
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Table 12~ Gross Domestic Product at 1984 

Constant Factor Coat (N' Billion) 

---··--------------r{-1-)-~i-. .(-2)........,__;(_3)----.--.--~-
6

-{ff_c_n_t ___ a-ge-Sh·-a-r_e_i::-n'""'""'ii-:P:-e--r--.c-en-:t-ag_e_C-:-h-a-ng"'""e~B--e-:--tw_e_e_n ______ _ 

1986 11987 J 1988+ 1986 )1987 11988 (1) and (2) J (2) and (3) Activi tv Sector 

Agri culture 

Livestock 

Forestry 

Fishing 

Crude Petroleum 

Mining and Quarr.(iijg 

Manufacturing 

Utilities 

Building & Construction 

Transport 

Communication 

Wholesale & retail 

Hotels & Restaurant 

Finance and Insurance 

Real Estate & Business Savioe 

Housing 

Producers of Government Services 

Comm. Soc. & Pers. Ser. 

Total 

~3-35 .,123.92 24.76 29.7 l.30.17 129.98 2.44 11. 3.51 
1 . ' 1 

4ob6 1 4o71 4.85 5o98 15.941 5.87 1.07 1 2.97 ··· 
1 1 1 

1.43- 1 1.44 1.48 1.s411.82 1 1.79 0.10 1 

1.77 1.79 1.25 2.27 12.26 1.51 1.13 1 -30 .• 17 

110 38 

0.38 

7 034 
0.37 
1. 27 
2.70 
0.24 

12.08 

11.26 

o.45 

10.19 

0.41 
7 ;66 8.·21 

1 .0.34, 0.34 
1 

1. 09 l 1. 11i 

2. 74 2.87 

0.24 0.25 
13.60 14.10 

0.70 0.71 0.72 

2.42 2~63 2.95 
1 

0;25 1 0.25 0.25 
1· 1. 

1. 91 r 1 • 94 1 • 99 
1 

5. o 2 1 · 4. 98 I · 5. o 3 
1 1 

0. 6 3 1 0. 64 l O.· 65 

! 1 
1 1 

11 .9 , 79.28 j 82 • .58 
! 1 

14.61 112.85 13.64 ~10.46 1 10.150 
1 1 

o.49 ! 0;52 o.·55 7 .89 1 9. 76 

9.42 1 9.66 10.02 4.36 
1 

o.47 •. 0~43 0.41 -B.11 

1.63 1.37 1.34. ~14.17 

3.47 3.46 3.48.: 1 .. 48 

0".31 0.30 

15.51 117.15 
. 1 

~. 90 f 0.90 

0.30. 

17 .os 

o.87 

J.57 3.111 1 3.32 
1 

0.32 1 0.31 0.30· 
1. 

2.45 1 2.45 2.41·, 

6.44· 1 6.28 6.09 
1 

o.811f 0.81 o.79 
· · 1 i 

! 1 
. 1 00 • 0011 00 • 00'1 1 00 • 00 

! ; 

o.oo 

12.58 

1.43 
8~68 

o.oo 

1.57 

-o.so 
1 • .5~ 

1.77 

7.96 

o.oo 

1.83 

4.74 

4.17 
3.68 
1.41 

12.18 

o.oo 

2.58 
1.00 

1.56 

+Estiaates by the office of Planning and Budget of· the Presidency. 
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directly out of money, without translating the money into viable 

investment in industry or other productive sectors. 

The total index of manufacturing production with 1972 as base 

y0ar 11 declined genera,lly from the pre-SAP level of 432 .. 7 in 1982, to 323 • .5 

in 1986 when SAP was introduced 11 it declined further ta 340.2 in 1987. 

It was only aftel'.'_ the second yëar of the SAP, in 1988 that the index 

increased to 488 surpassing the pre-SAP 1982 level of 432~7· There were 

fluctuations, however, while the index declined by 26.3 percent and about 

12 percent between 1982 and "1983; and 1983 2,nd 1984 respectively i t rose 

by about 20 percent between 1984 end 198.5, that is during the Buha.ri 's 

stringent control measures. The index then declined by '.9 percent 

between 1985 and 1986. Since the inception of the SAP, however, the 

index increased by 5 .. 2 percent 11 between 1986 and 1987, and by 44 percent 

between 1987 and 1988 11 (see table 13) .. 

There were variations betw~en and within the manufacturing sub

sectors, in the level of production. During the period, 1982 to 1938 

sub-sectors like sugar and confectionary, soft drinksll. cotton textiles, 

footwear, paints, vehicle assernbly and radio and television never 

recovered from their pre-SAP 11 1982 high levels .of production, even though 

some of them recorded some increase in their respective levels of 

production during the SAP period. The soft drinks sub-sector, for 

exe,mple, i ts index of production rose from 559.4 in 1986 to an extimated 

1 11 005.3 in 1988, this increase however 9 is not up ta the 1982 level of 

1,006oO. The cotton textiles index also rose from 44 to 145.4 in the 

first year of the SAP and to a further 138.S, (an increase of 215%) in 

1988, this however, is also not up to the high level of 285.5 achieved in 

Other sub-sectors like Beer 2nd Stout, synthetic Fabrics, Cement, 
,· 

Soap and Detergent experienced considerable increase in their production 
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Table 13g NIGERIAN: Index of Manufacturing Production 1982 - 1988 

(1972' = 100) 

198z: 1983 1984, 198.5 19861 
19872 1988 

.. 
Sugar Confectionery 7R.5 55.3 47.2 42~5 30.,. 28.3 31.,·· ... (, 

Soft. Drinks 1006.0 873.0 921.6 78.5.4 .559.4 510.7 · 1005.3 

Beer and stout 509.3 306.1 419.4 489.3 617.4 639.0 469.6 
Cotton and Textiles 285.5 144.8 103.9 110.0 44 145.5 131.5 
Synthetic Fa~rips 1175:.0 1262.0 639.4 340.2 666.8 768.0 4423.0 
Footwear 32.0 53.8 51. 3 41.8 32.1. 34.4. 33.5 
Paints 474.3 211.1 243.1 177. 2. 140.1 151.4 162.6 

Refined Petroleum 353.4 255. 7 251.7 358.B 301.0 306.8, .36L .5· 
Cernent 272.3 ~ 96.6 

1) 
60.9. 303.8. 328._5'.. 332.5 .. ;F .4 

Roofing Sheets 243.3 106.&\113.2 285 .-1, 525.9 431. B. 2 .. ;.6 
.. 

Vehicle Assembly 5463.3 2(0)68.3 689.3 1344.11· 629.0. 610.s· 244.1 
Soap and Detergents 412.i 383.~ ,171.0 

. ., 178. 3 181.4. 185. 2> 483.0 
Radio and TV 467.0 558. 6 334.1 367.9 181.4 84.1 26.0. 

.. 
Total Manuf acturing 432. 7 319.0 280.a 336.5 323.5 340.2 488.o. 

1 Revised · 

2 CEN estimates 

S)URCEg CBN, Annual Report and statement. of Accounts 

December 1987, and Décember 1988 •. 
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leve::ls by far greater than their pre-SAP levels. For exarnple, the 

synthetic Fabrics sub-sector continued to record higher increase in ~he 

level of production from 340.2 in 198.5 to 666.8 in 1986, 768.0 in îS,87 

and 4,423.0 in 1988, (see table 13)a 

The liquidity sq~eeze 9 wage freeze and higher prices reduced 

the levels of dernand for some commodities and therefor8 led to reduction 

. in their productionc The increa.se in production in some of the 

rnanufacturing suli~sectors bas be~n attributed to; 

(i) increased capaci ty utilization stirnulated ty 

greater access to foreign exchenge for the importation 

of raw materials 9 spare parts and othcr inputs; 

(ii) increased local sourcing of raw ma.terials;: 

(iii) higher local consumption and 

(iv) export, (CBN, 1988g1): 

ThG specific performance of the various sub-sectors of the manufacturing 

sectorp however, varies dependine Pn .the 'criterion<used to gauge thei:r

performance.. Below we attem:r, t an ernpirical measurement of the perfc,r.'l:!,Jnce 

using various criteria. 

4.2,1 Capacity Utilisation Rates~ 

The level of plant capacity utilisation in industry is assumed ta 

be a direct measure of the extent to which assets are productivelyby 

ernployed 9 (Weiss 9 1988~ 206). Hi5"her levels of capaci ty utlisation show 

higher growth performance and productive utilisation of resources. While 

lower capacity utilisation suggests low level of productive activity or' 

growth dynarnics in the industryo There are, however, various measures of 

capaci ty utilisation deriving basically from differences regarding the 

concept of the capacity output with which actual 0utput should be compared. 
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For som"', full cg,pacity otltJJUt is defined as the maximum output 

is defined on the maximum output that could be produced under 1normal' 

vrorking condi tians 9 (Weiss op. ci t. 207). What consti tu tes 'normal work

ing conditions in terms of 7 for exe.mple, the number of shifts workGd per 

day could vary 9 this therefore makes comparison difficùl t .. · Anotb,er 

measure of capacity utilisation is based on an estimate of the 

maximum number of hours plants can be operated per year allowing for 

multiple shifts and necessary maintenance time and then this is co,::,:;)c0,c::s·d 

wi th trie actual titne operated 9 this is properlycalled technica.l CRI,i"'.Ci ty, 

that is 7 it measures the maximum output achievable in a given time. 

The third measure of capacity utilisation is the optimum capa.city 

which is essentially based on the profit maximizing outp~t or the output 

where net economic benefits are at a maximum, (Weiss 7 op_ cit.). 

Equé>.lly, for this measure, there rema.ins the problem of what output level 

is profit maximizing output, givbn extern0,lities and other unforesen 

d(,velopments in the market for the goods. On the whole, however, the 

co.1Jr~ci ty utilization measures essentially measure the capaci ty utiliso,tipn 

of firms in operation, they do not show the loss of industrial capacity 

due to industrie,] closures, which can cause loss of output 7 employment and 

income in industry. Capacity utilisation is generally affected by 

(i) inadequate don,estic demand; 

(ii) inadequate foreign exchange creating scarcity 

of key import~d inputs; 

(iii) infre,structural and manpower constraints ,9,nd 

bottlanecks. 

Average cape.city utilisation of firms in operation in Nige,ria fell 

from 42.7 percent in 1985 to 39.5 percent in 1986? and with the 

inception of the SAP, the r~te of capacity utilis~tion inst€ad, increased 

to 40.4 percent in 1987 G.nd 44.5 percent in 1988, (C:SN, 1987, 1988). The 
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rate, however, declined to 42 p0rcent in 1989, (see Federal Government 

Budget Speech, 1990)0 De'3pite g.reater allocation of foreign ""xchen· · .. ta 

the manufacturing sector 9 for example, during the early months of ti:::.. 

B1Œ 9 October 2nd November 9 1986 nbout 84 and 80 percent respectively of 

totnl foreign exch8.nge allo0ations were allocated to the sector the 

overal1 average c8.pacity utilization declined ta 35 .6 percent in the 

first quarter of 1987 comp2.red wi th 39 o5 percent in the corresponding 

pre-SAP quarter of 1986 and 3602 percent in the fourth quarter of 1986. 

The impact of the SAP on co.paci ty utilisation varied, reflecting the 

unequal resources available to the various firms ;:ind the demand structure 

of their commodities. Manufncturing enterprises such as paper manufactur

ing9 beer brewing,, textiles, 1.eg0tn.ble oil, :;-aints and cements recorded 

significant increases in capacity utilization averaging 5107,.41.5 9 60.4, 

42.5, 59 •. ~ and 84,.7 percent respectively, during the first quarter of 

1987,_compared with 41.8; 39.5 9 46.4; 26.9; 45.3; and 70~7 percent. 

They r~corded respectively, in the corresponding quarter of 1986, 

(ükongwu, 1987g29). The levels of capacity utilisation in motor 

vehicle assembly, carpets 3,nd rugs, electronic equipment manuf3.ctur,.:: 

declined to 7.0; 15.0; anè 18.5 percent respectively in the first 

quarter of 1987, when compared with the levels of 16.2; 45.0 and 

24.5 percent achieved in the corresponding period of 1986, (Okongwu, op cit). 
rates 

Capacity utilisation/in the consumer goods subsectors were higher than 

in the capital and intermediate goods enterprises. For example, in the 

third quarter of 1988 the following consumE:r goods sub-sectors achieved 

the following ratesg printing end publishing (7CP/o); kni tting, carpets 

o,nd rugs (6.&/o); drugs and medicine, (56.5%); textiles, (52.8%); 

l)Ger a,nd stout,. (52"/o); tyres and tubes, (5CP/o); leatherl' (49.2"/c); 

miscellaneous goods preparation (48.5%); soft drinks, (46%); soap and 
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parfumes (44o9°/o)o The other sub-sectors such as structural metal 

products, fabricated metal products 9 radio and televisicn, communica

tion equipment, motor vehicle o,ssembly, recorded 18.3; 30.2; 28 .. 5 and 

22.0 percent respectively durint::,' the same period, (see table 14). 

Iluring the fourth quarter of 1989 a·CBN survey of 228 manufacturing 

establishments in Lagos area. further showed the.t the consumer goods 

subsectors continued to record c;,bove average capacity utilisation :c·~-.t .s~ 

for example~ beer and sbut (79.3%); textiles, (69~7%); cernent, (67.~'.\); 
.,,,.,,.,, 

soft drinks, (53o 5P)); sugar confectionery (50.6%) •. The other. sub-sectors 

operated below th"" aver2.ge utilis2.tion rate of 42 percent 9 they included 

po.ints (29. g'/o); radio and tèlevision and communication equipment (29.9°/o); 

( CBN, Economie and F inanc ial Review, 1 9 89 ~ 1 3). 

Alternative data by the Manufacturers Assocfa.tion of Nigeria, MAN, 

although suggesting lower 3.ver2.i;·e capacity rates, of 400/o in 1985; 3CP/o 

in 1986 and 25% in 1987, com:pared wîth' the governments higher rates of 

42.?o/L in 1987, (Phiilips 1988~8), they generally remained consist0nt 

ui-th the observed trend of higher capacity utilisation in the consumer 

goods sub-sectors t.han in the ce.pital and intermediate goods sub-sectors. 

For example, MAN's date; showed that between January 1988 and June 1989, 
.; 

generally lower average· capaci ty utilisation rates of botween 15 and 27 

percent were recorded in the Be,sic metal, Iro and Steel, Fabrice..ted metal 

products 9 Motor vebicle and Misc8llaneous Assembly9 Electrical and 

Eh,ctronics sub-sectors. Whj_le the Food, Beverages and Tobacco, pulr, 9 

pnper and paper products, printing and publishing, textile wearing apparel, 

lGather products and Non-m,:,tal:i,c mineral products generally experienced 

higher avera.ge capB.ci ty utilisation rates of between 30 o.nd 62 percent, 

(se0 table 15) 
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T~ble 14: Average Installed Capacity Utilization (%) 

Meat and Dfary Products 

Vegetable and Grain Mill 

Bakery Products 

sugar 7 Cocoa Confectionery 

Miccllaneous food Preparàtion 

Beer and stout 

Ter.;iles 

Knitting, Carpets and Rugs 

Le~ther Products 

Leather Footwear 

Wood and Cork Products 

Paper Manufacture & Products 

Print;i.ng and Publi shing 

Basic.IndustriaJ. Chemicals 

Paints 

Drugs and Medicines 

Soa:p. and Perfumes 

other ChemicaJ.s &Petroleum Products 

Tyres and Tubes 

Plastic Products 

Glass and Glass Products 

Cernent and Cernent Products 

structuraJ. MetaJ. Products 

Fabricated Metal Products 

Radio, TV; Communication Equipment 

Motar Vehicle Assembly 

Average 

3rd Quarter 
1987 
36.0 

20.3 

1 3 • .5 
39.0 

37 ... .5 
50 • .5 
4o.-f 
48 •. 9 
62 .. J 

48.o 

36 • .5 
.52.9 

2.5.9 

60.0 

43. 7 
17.1 
58.1 
J5.3 

47.0 

53.0 
40.2 

29.0, 

36.6 
22.0 

33.2 

33.0 
17.5 

38.0 

2nd ~arter 
1988 

35S 
31.3 
20.0 

32.7 

12.~ 

50.6 

43.5 
43.3 
67.4 

54.8 

35.o 
42.,1 

36.t3 

70.0 

4.5.0· 

19.3 
39.5. 
40.1 

55.o 
48.7 

39.8 
19.9 •i• 

41.1 ' 
16 .. 5 
24.7 
20.0 
1 _5 •. 8 

3rd Quarter 
1988 
37.,0 

25.5 
2.5.o 

34;5 
48.5 
.52.,7 

46.,2 

.52.8 

67.5 

49.2 
39.0 
38 • .4 
38.,8 
10.0 
46.9 

19. 3 
56.5 
44.) 

34.o 
50.0 
40.1 

18.B 

42.-3 
18.3 
30.,2 

28 .. 5 
22 ... .0 

39.5 

Figures refer to CBN' s hation,wide survey of 355 manufacturing establishments, 

56.4 percent responded to survey · questionaire,s_. 

SOURCE: CBN, Annual Report and Statement of Accounts, 1988.-
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TABLE 15 ~ FR';;iCENTAGE CAPACITY UTILIZATION 
:SY SECTOR 

SECTOR 

1 Fçi9cl, .. :J:3everages & Tobacco 
: ·,,. ,', ·_:·,,~--':"" ,.,/\:. ~ 't •/ , l • • : • 

\Jood & Wood Products Y In
cluding Furniture 

Non-metallic Mineral Pro;.;i. 
ducts 

Textiles, Wearing Apparels 
end Leather Products 

Chemice,ls & Pharmaceuticals 

Iiom,,c.stic and Industrial 
Rubber and Plastic 

:Bo.sic Metal, Irons and Steel, 
:Œ'o'.bricated Metal Products 

JULY TO 
DEC 1987 

44 

N •. A 

62 

30 

38 

30 

25 

J P.J:JlJARY TO 
, JUNE 1988 

33.62 

N.,A 

42 .. 01 

46.46 

30._51 

39.38 

JULY TO 
DEC. 1988 

42 

N.A 

58 

33 

45 

38 

30 

JAlfüARY TO 
JUNE 1989 

35 

N.A 

1 ... -.. 
Lt-'-1 

47 

.40 

15 
Motor Vehicle and Miscellan
eous Assembly N.A N.A . 20 

i • 

Eloctrioal and Electronics 

Pulp~ Paper and Printing and 
Publishing 

Average % capaci ty utilisa,.. 
tian 

~:7 •. A. 1 ____ 2_2_._24---+--··_N_._A-~----2-2·---I 
~. 40.11 °·)7 40 

37 1 ·35.12 ·40 31 

N.A = Not available 

Source~_M.A.N Ralf Yearly Economie Raport (Various Issues). 

Th8 overall average capacity utilisation rates 11 in bath the Government 

:::.nd MJiN surveys, sho.., a ,very poor performance of the manufacturing sector 

fc,r bdow 50 percent. This, po.rtly expl2:ins the continued existence (:i' id1e 

or excess capacity. Further more, the bigger manufacturing concerns 

continued to perform better th::i.n the small and medium scale enterprises. The 

cmr ne.tian wide survey for ex2.mple, confirmed that capaci ty utilisation ',.g,s 

CODESRIA
-LI

BRARY



i22 

higher in the Lagos 51 Ibadan and :Bauchi zones were the firms were of 

medium or large scale level conxpared to the lower rates recorded in 

KMo and Enugu zones of sm2,ll scale industries (c.::N 9 Finoncial and 

Eccnomic Review, Vol. 26, No. 3 51 1988~12). 

The relative poor perfornw,nce of the small scale enterprises 

m.sy be attributed to the diso.dv·.:i..ntaged position of these industrü,s 

especially those dependent. on import, ------- .. 

in the procurement: .)f 

foI·eign c.xchange 9 high production cost of imported inputs, reduced 

cr0di t due to highEœ interest re.tes and the· crisis th2t afflicted. the 

big compani0s.. Yet some of thi:: sm13,ll scale enterprises not solely 

depohdent on foreign inputs like soap~ leather, shoes and some textiles 

industries were a.ble to exp:.md their production to capture the market of 

the highly priced, import-dependent industries, this however could not per·~ 

,·-::;ted, after sometime, the ~xpa.nsion was severely curta.iled, if not 

reversed. 

Lro2.2 DCl".iESTIC SOURCI1\'G OF RAW MATJTL1IALS 

Central to the achievement of a self:...reliant manufacturing sector 

under the SAP is domestic sourcing of raw materials •. The higher the 

levèl of domestically sourced raw materials the higher the clegree of 

self-reliance achieved, on mor0 efficient basis. This is bece.use 

10ntc;rprises that source substantial proportion of their inputs loc::.lly, 

c'u0 to price comp8ti tiveness of their locally made goods vis-a-vis 

im:ported ones, improve on their produotion-cost profile and also sa.les. 

In this dircction 51 there has been a steady inQrease in domestic 

sourcing of raw materials in some s~ctors of the manufacturing sectcr. 

According to a C:BN survey (C:BN 9 March, 1988:12) domestic sourcing of 

ro.w materials :increaSBd from 30 percent in the third quarter of 1-987 to 
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40 percent in the correspondin;· quart0r of î 988., The value of loc .i ;_y 

sourced raw materials in another survey (CBN7 September, 1988:13) 

increased by 37 .. 7 percent from i96.,2 millton in the first que,rter of 

1987 to ~154,.5 million in the fourth quarter of 1987.; The value, 

however» declined by 14.,2 p0rcent from the fourth quarter level in 1987 

to '.U132 .. 5 million in the first quarter of 1988P (see table 16)" 

The improv,c=ment in local sourcing of raw m::i,terials was more 

rem0.rkable in the following sub-sectors: Beer and Stout, Paper manufac

turingll textiles, leather proc:uctsll fabric2.t,;d metal productsll soop 

e,nd detergentsll vegetable and grain millingll paints 1 drugs and medicine. 

Data from MAN, also suggest0d increase in domestic sourcing of raw 

m:i.terüi.ls~ For example from July to December 9 1987 average local 

sourcing of raw materials was 46 percent and this increased to almost 

20 percent between Jonuar~' anC:~ June 1988, and to further 52 percent 

during the second half of 1988.. The quantum of raw materials dcri,;0d 

from local sources!> however, declined by about 6 percent from 52 :i:--,..c:.:·c0nt 

in the second half of 1988 ta 46 percent in the first half of 1989. 

The For:dp Beverages and To1,:,acco sub-sector according ta the MAN survey 

performed less than expected .. In the first half of 1987 the sub-sector 

rocorded 65 .. 2 percent, while wood and wood praducts sub-sector recorded 

77.,6 percent and Non-metallic miner~l products recorded 76.5 percent 

in the same :period. Also 9 1:',lthough in the first half of 1988 the Food, 

BevE::rages and Tabacco sub-sector r\.:Ccorded above avera.ge 62. 7 percent, 
1 

the sub-sector showed a declind of 2~5 percent from the 65.2 :percent 

achieved in the cC'rresponding period in 1987 ~ The Non"."'metallic mineral 

:products sub-sector, how8ver~ increased.its share of locally sourced 

raw mat0rials from 76~5 percent in the first half of 1987 to 88.4 percent 

in the first half of 1987 to 8804 percent in the first half of 1988. 
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Table 16g NIGERIAi 1988 First Quarter Survey of Manufacturing Sector. 

---~-----.... · . ._ ______________________ .,..,_ .---,.-----------·-~ .... -.. .,. _________ _ 

Items 

1.. Installed Capacity utilization Rates (%) 
2. Value of Productïon':('tif million) 

3. Total Value of .raw materials used (# million) 

i) value of importe-a raw materials used (N million) , 

ii) value of locally sourced raw materials (N million) 

4. Sales (N million) 

5. Inventories of raw materials {N million) 

6. Inventories of f.iriished goods (N million) 

7.. Total investment expendlture (N million) 

i) Machinery and-'Equipment (N million) 

ii) Spare Parts (N million) 

iii) Repairs and Main~enance (lil: million) 

8. Sources of Funds. 'invested (N million) 

i) Company' s own furias \N million) 

ii) Local Banks {iiJ: mill1.on) 

9. Total Number oî employment (lil: million) 

Fîrst 
: Quàrte1 
1987 
(.1) 

J5.l. 
31.5.5. 

278. 3: 

182.1. 

96. 2 

4.58.2· 

4.5i.9 
\· 4,. 

284 .. o 
14.5:. 3 
108.7 

14.9 

21·. 7 

14.5·. 3 
. 60.1 

8.5~2 

Fôurth · ·Fir·st .... 
Quart E\r Quarter 
1987 : ' • 1988 
( 2) i , ( 1) 

38.7 . · 38~8 · 

374.9 397.1 

322.3 
167 .s 
1.54 • .5 
684;3 

.512.7 ·., 1 

f83."8 

103.3 

4.5. 9 

32.9 
24.S:: : 

103 .. 3 
8.5. z; 

18~1 

338.1 

20.5. 6 
13~5 

6.54. 6 

461.1 

209.9 
1113. 7 
64.0 

33.7 
16·.• 

113.7 
95~5: 
18~~ 

Percent::6 e rl1.•1,nge Between 

• ( 1) and (2) 

····+ · 3.7 
25.9 
21.S, 

12.9 

37 .·1 

42.8 

o.5 
-26.1 
·:...21·. 7 

-41'.1 

12$.6 

-26.2 

-21. 7 
.58 .. 9 

-78.6 

- 1. 7 

(2) and (3) 

0 .1 

5.9 
4.9 

22.5 
-14. 2: 

.;..· 4.J 
- 8.3 

14.·z.; 

10 .·1 

39.4 
2.·4 

-34.·6 

10.1 

12.1, 

o.5 
1 ~ O 

C-

Note: Figures ref er to survey of 200 manufacturing firtns in Lagos Area. 9 .51.:@,6 responded to sruzvey questionaires. 

S)URCEg CJ3N, Ecunomic and Financial Review Vol.269 No.1, March9 1988:13. 
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Even during the second half of 1988, the Non-metallic mineral proè 

sub-sector maintained the lea,d wi th 85 percent locally sourced raw 

nw.terials compared to th~ 63 percent of the Food, Beverages and Tobacco 

sub-sector. Infect, in the first no.lf of 1989 11 the Food, Eevera,ges and 

TotJB,cco sub-sector experL,nced e. dE:cline from i t 63 percent in 1988 to 

62 percent (se& table 1_ 7). 

Til.ILE 17 g NIGERIAg LOCAL SOUHCING OF RAW MATERIALS BY SECTORS (%) 
·-

IJ9.nu2~y 
June, 19 SECTOR 

1 

19~81 ~:n to July t6 Januàry to July to 
87 TIE:c. 1987 June 9 1988 nec. 1 89 

_., 

Food, Beverage and 
Tobacco 

Textiles, Wearing 
Apparels and Leather 
products 

Chemicals and 
Ph2.rmaceuticals 

Pulp, Paper snd Paper 
Products 9 Printing 
2.nd Publ ishing 

Wood 9 Wood Products 
Including Furniture 

nomestic and Industr
i1:1,l Plastics 2.nd 
Hubbe:;_· 

Non-Metall ic M_ineral 
Froducts 

:Be.sic Met al, Iron and 
Steel and Fo.bricated 
Metal Products 

Automobile and Mis
cGllaneous Assembly 

Electrical and 

13. 7 

20.6 

76.5 

21. 8 

~E~·l~e~c~t_r_o~n_1_·c_s _____ --1--~--C:19~3 
j,_A_v_e_r_a_,g"-,e _______ ....__ 42. 8 

: 

f 
! 

Noteg N.A Indicates Not .Avaih,ble. 

62-. 7 

52.5 

' 

36.3 

15.3 

N.A 

i i 
1 t 
1 53.0 

88.4 

39~7 

N,.A 

1 

... ~ .A 

49.70 

Source: MAN, Half Yearly Economie Review, Various Issues. 

i 
63.0 62.0 

57.0 62 
' 
; 

36.0 37.0 

42.0 46.o 

N.A N.A 

i 48.0 1 45 

85.o 81 .. 0 

30 .. 0 30.0 

N.A 37-~0 

N·.A 10 
51.6 46.o 
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The relative poor performance of the agro-allied sub~secfo: 'Uld 

be attributed to the impact of supply shortages arising from 
'• 
' 

(i) low d0mestic prcduction of, agro-based raw 

materials 9 

(ii) the increased tempo of non-oil export:; 

(iii) the problem of redesigning existing 

production tochnologies to utilize domestic 

raw m9,terials. 

While the devaluation of the na.ira and other SAP policy mes.sures h8.Ve 
time created some problems for some 

encouraged production of some cash crops 9 they have at the samelof 

the 2,gro-allied industries. There seems to be an official dilemma on 

this. On the one hand 9 government seems anxious to ensure higher 

prices to farmers so as to encourage production of these cro ps for 

export. On the other hc,nd, local 8.gro-processing industries 9 due to 

higher costs of production find prices of ::i.gricul tur,:ü commodi ties as 

prohibitive. The government opted for banning of export of unpr:'Ci:,Ssed 

2,gricul tural commodi ties ~ like coco a, rubber, cotton and bide ;:-·",ci_ s:,.-.in. 

It is riot cleB.r whether domestic agro-processing industries coulù c,ffer 

eq_ual or better prices than foreign markets. Although in terms of 

greater linkages, employment and to forestall declining terms of trade 

the ban seems proper 9 it may not nec8ssarily be in consonance with the 

compatitive pressure required to force local sourcing of raw materials. 

The activities of smuggl0rs 9 of recent, tended to compound the problem. 

A possible wc.y of resol ving the shortages cŒ a.gricul tural cornmodi

ties that have competing uxport, industrial and consumer demands~ is 11 ac

cording to MAN, for government to encourage private sector investment 

in large scale agriculture. Already 9 the government had reviewed the 

indigenization decree to allow for 80 percent foreign capital participa

tion in agriculture. While foreign capital especially, under colonialism 
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was largely resp~nsible for severing the cottage industries from their 

raw material base 9 if ,it now succeeds in boosting agricultural 

production to ensure speedy and adequate supply of raw materials, then 

considerable advance in neo-colcmial self-reliance and development of 

productive forces would h8,ve been achieved., There are indications that 

big companies, rçtired geneLals, civil servants and businessmen are 

going into full scale farming. 

Government has been arr:;uing that manufa.cturing enterprises tha,t 

re lied less on imported inpu-ts achieved higher capacity utiliz::.ti:·:1 

raies than tho se tha t dep~nded largely on imported inputs, ( c:2:.~ 9 Economie 

and Financial Reviews 7 Varions Issues). Data by MAN, however, 

suggested that this could no~ be generalised to all sub-sectors. For 

instance, during the first half of 1988, the highest capacity 

utilization rate of 46.46 percent was recorded in the Textile, Wearing 

Apparel and Leather manufactm:·ing sub-sector, but this sub-sector was 

clearly not with the highest local sourcing of raw material 0f 88.4 

percent recorded in the Non-metàllic mineral products ma.nufacturing 

sub-sector during the period. While over the same period, the pulp, 

paper and paper prod.ucts- sub-sector had the highest percentage of 

foreign raw me.terials of ~4. 7 percent, this sub-sector rEicorded 40.11 per

cent capacity utilisation rate, which was 4.9 percent a.bave the average 

capacity utilisation of 35.12 · percent recorded for the manuf2.cturing 

sector as a whole. (see tnbles 15 a.nd 17). 

It could be argued tho.t the valuè of domes tic saure ing 0f r-:::.w 

mateœie.l does not necessar.Uy determine the (percenta.ge) capacit:,r 

utilization. Rather capacity utilisation in this contaxt depends, 

inter alia on 

(i) the cri tic al importance of the foreign input(s) 

in the production process; 
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(ii) foreign exck:mge av2ilability 9,nd access to 

foreign inputs end 

(iii) the consumer dem2.nd s.nd availability 0f substi tu tes. 

The performance of the m2.nufs.cturing sector wi th respect to local 

sourcing of raw materi9,ls Wé'S ~ thus 9 constrr-:üned by the difficul ties 

in o.cquiring me.chines for pr0cessing crude re,w m2.teri?,ls, 1;.Jhere 

available, in to forms usable by industry, poor quality of some of the 

availa.ble raw materials end lack of kncw-how' in certain specific fields. 

Ths problems associated witb the acquisition of machines derives 

primarily from virtual absence of engineering industries that can 

fabricate machines in the country. This lea.ves no option than to pro

cure the necessary machines.from abroad~ Even then, this option is 

severely restrained by the Eonormity of the cost of such ma.chines and 

high cost of finance, (}1Al~, 1989:3). This situation was clearly 

reflected by the ~xperience of the beer industry. 

The beer industry was expected to produce a 100 percent rr.-,.,:~,) in. 

Nigeria beer from Jann2..ry? 1988 using the SK 5912 specie of scri:;·.mn 

as a substitute to imported barley. Ma.ny of the breweries rushed to the 

land to produce their sorghum. For example, the Northern Breweries 

Limited e.cquired a 9 9 000 hectare farm in Keffii, the Cross Rivers· 

Br0weries also acquired a 4 9 000 hec t8re fe.rmland in Bunsara arJd thE: 

North Breweries got 8 7 000 hE::ctnre of farrnlond in Niger for grain 

fo.rming~ The breweries comr,1[1,ined tho.t the y required 4,000,000 tonnes 

of raw sorghum per annum to opera te 2.t full capaci ty 9 which cannot be 

obtrüned locally wi thin the prescribed time. 

The industries required sorghum ma.l ting plants to procL,SS sorghum~ 

but these plants were not av::,,ilable and investors interested in importing 

the plants at cost of ir1-2.5 billion were yet to be found, (Business 

Concord, 19/6/87). A consortium of five NigeriBn breweries 7 comprising 
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of International Breweries Limited; Cross Rivers Breweries Limited, 

Kwara Breweries and Premier J3reweriE,s; infè,ct ?,ttempted to establish a 

sorghum ma.l ting plant, while Guirn:,ss made some remarkable strid.es in 

the use of local maize to produce besr, (Banguraj 1987). 

Backward integration 9 thërefore, is easier in the agro-allied 

industries than say in electrical, engineering9 chemical and metal 

inètustries.. Yet, even in the former industries, the problem of steady 

supply of input remains as ::.3Ticul ture has not developed ta the level 

where it can stea.dly support industryo And even where inputs are 

available, the existing prmiuction technologies may have to be moci.ified. 

Lr.2.3 RESEARCH AND DEVELOFMZ!1:Tg 

Closely related ta the issue of local sourcing of raw me,terials is 

Research and Development, (Rand D). The possibilities of large scale 

sourcing of rg,w materials a,midst high r2,tes of closures, high production 

costs reduced credi t f3,cili ties and reduced consumer demand would 

depend largely on the capital base of the firm. Development of local 

ro:w materials entails · enormous financial commi tment in R and D and in 

plant development of technicc.l capability. This means that 12,rgely the 

big firrns would be mostly,the ones to embark on Rand Don a substantial 

sen.le. But some of thE: big firms are largely subsidi2.ries of TNCs with 

their cantr:ü R and D centres loca.ted generà1ly outside the country. 

This c2,tegory Ill9,y continue to import their raw mEi.terials or rely on their 

centra.l R a.nd D uni ts outs ide o The other ce.tegory of firms m2,y not have 

such 'central Rand Dandin order to protect their ma.rket,'.can embark on 

R and D in Nigeriao This could provide opportunities for grez.t::.r 1:i'.',ckw9.rd 

integration and linkages in the ëconomy. 

Essentia,lly, ther.., are two kinds of R and D ac tivi ties in Nigeria; 

government sp0nsored resee,rch insi tu tes such as the Federal Insti tute of 
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Industriàl Research, Oshodi, (FIIRO) and Projects Development Agency 

(PRO.DA) 9 and in-house reseach by manufacturer s. However 7 wi th the 

goverDillent outto comrnercio.list:: the research institutes~ the fina.ncing 

of Rand D wiil likely be reduced and therefore Rand D will be largely 

undertaken as in-housè activity by the manufacturerse This will 

c.dversely affect the small 2.nd medium scale enterprises that rely on 

government support for R and Do 

A CBN nation-wide survey of 600 manuîa,cturing establishments as at 

the end of 1988 · showed th2t although Rand D expenditure of the 

respondent firms increased oy 30.4 percent over its level in 1987 the 

in-house Rand D efforts accounted for only 2 percent of total 

investment expenditure, thus indicating a heavy reliance_ by manufacturers 

on government sponsored rese[.'Xch efforts, (Cl3N 9 1988~26). 

It must be noted, h:iwever, that local sourcing of raw m2.t_-::·:>.ls 

dces not gurantee domestic production of crucia,l intermediate:: :::::,:~ 

capital goods. Rather, locnl sourcing of raw materials, as the 

experience so far in Nigeri2, has shown, could be accompP-,nied by 

increased importa.tian of cs,pital and intermediate inputs for domestic 

production, (see tables 24 o.nd 25). This is similar to the experience 

of the Industrialised countries where subsidiaries of TNCs in coilabora

tion with doni.estic bourg2risie and the state recluced the importation 

of some:·raw materials and imJJorted intermediate and capital goods to 

organise domestic manuf2.ctm7e for both export and the home market, 

(Bienefel·d, 1988). Thus 7 foreign ownership and control of the economy 

e.nd the lopsided structure of domestic manufa.cturing are cemente'Cj,. 

While increased importation of foreign production technologies retards the 

dev:elopment of indigë1teous te:chnology, the dynamics of accumulation 

based on importation of inputs become dependent on the capacity t-:: 
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import which in turn depencls on thé '7".agaries of the world mark,~'.-. 

As such,any fluctuation in the cape,city to sustain this importation 

affects the the accumulation process. 

Lr.2.Lr MJI..NUFACTURING EMPLOYJ.VL.c;1':1T 1!J."\f]) IN])USTRIAL RELATIONSg 

The impact of the Si\I' on manufa'.cturing employment incarnes and 

prices like on other sectors of th/2 economy would be expected to 

improve the material conditions of Ni@erians. In the sub-section 

we would consider the impnct of the SAP on manufacturing employment 

2.nd industriàl relations. 

The national unemployDL.nt rate based on the labour force 

sample surveys by the FOS worsened from 4~3 percent in June 1985 

to 6.1 percent in ])ecember in 1985 and to 6.3 percent during the 

first quarter of 1986 •. Although the ra,te declined to 5.3 percc}t in 

September 9 1986, it continued to increase from 5.3 percent in 

September 1986 to 6 percent in the first half of 1987 and to 

7.4 percent in September, 1987. Since then, however, the unemploy

ment rate declined to 4.1 percent in September, 1988, (see table 18). 

The improvement in the unemployment situation, howeverjl is still 

below the 1985 pre-SAP level of 4.3 percent 11 except in September 1988 

a.nd March, 1989 whon the rates were 4.1 and 4.4 percent respectively-. 

In general, the unemployme,;1_t situation remains cri tica.l. 

Manufacturing employment also remg,ins very low. M.AN's survey 

over the period 1987 to 1988 showed a decline in manufacturing 

employment. While in thE: first half of 1988, me,nufacturing employmeht 

declined by 2 percent, thl'Y.'e was a marginal increase of 1 .,5 percent in 

the second half of 1988. Tietween Ja.nuary and June, 1989, M.AN's 

survey showed an increase in manufacturing employment by 3 percentp 
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TABLE 18~ COMPOSJ.TE NATIONAI:._ UNEMPLOYMENT RATES JUNE 198.5 ... M.ARCH 1989 

·. SURVEYS 

June, 1985 

September, 1985 

December 9 198.5 

March 1986 

June, 1986 

September, 1986 

I)ecember, 1986 

Me,rch; 1 987 

June, 1987 

September, 1587 

I)ecember~ 1987 

Morch, 1988 

June, 1988 

September 9 1988 

December 9 1986 

M2,rch 9 1989 

COMPOSIT RATE 

4d 
NsA 

6 .1 

603 
60 1 

5.3 
5.J 
4.5 
6.o 
7 ~4 
7.,0 

5 .1 

4 • .5 

4.1 
.5 .J 
4.4 

Source~ FOS, Statistical News, 4th August, 1989,
1 

Lagos 

The Food, Beverages and Tobacco sub-sector recorded the highest increase 

cf 978 employees while the Chemicals and Pharmaceuticals sub-sector 

rE:corded the lowest number of 6 employees. The two sub-sectors of 

Non-metallic mineral pro~ucts 8Jld Basic metal 1 iron and steel ond 

Fabricated metal products, however, shed their labour by 20 and 216 

employers respectively, (MHYr~~ 1988). Much significance should not be 

o,ttached to these figures since there were no r,ssponses to the survey 

questionnaires by companies that were completely closed down or were 

unc:.er receivership. Low levël of capa.city utilisation, low s2.l2:::: 2Dd 

inè.ustrial closuree especially o.mcng sme,11 scale enterprisess C· ~"é~:'.'.''."clly 

2.ccounted for the low level of employment in the manufacturing sector., 
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Various CBN surveys also showed that low levels of employment in 

the manufacturing sector., For example 9 a CBN nation-wide survey , :.05 

rnonufacturing firms in 1987 showed that the level of employment d"'c:~ .·ned 

by 6.4 percent in 1987, (CBNs 1987:26). The employment situation in 

th8 manufacturing sector 9 in the first qué'.rter of 1988 increased only by 

1 percent ovfr the level in the fourth quarter of 1987y but declined by 

1.7 percent over the level recordeJ. in the first quarter of 1987 (CBNt 

Economie anci.Fit1ancial Review 9 Vol.. 26, No. 1 9 March~ 1988:11)0 Another 

CBN su:tvey in the second quartor of 1988 showed that aggreg:J.te employ

ment in the 134 firms that responded declined by 2.8 percent. However, 

some of the manufa.cturing sub-groups, like miscellaneous Food prepara

tion9 printing and publishing 9 structural metal products 9 fabrice,ted 

mutal products, drugs and meclicine recorded marginai increases in the 

nu.mber of people employed, (CBH 9 opo cit. No. 2~12). In the thitd 

quarter of 1988 another CBN nation-wide survey of 355 manufacturing 

establishment showed no improvement in the e::mployment situation. 

Infact 9 total employment declined during thG quarter by 6.4 perc,~-::-1~ 

compared with the second quarter of 1988,. (CBN, op. cit. No. 3; 12}.-

The Babangida regime has nttempted to improve the unemployment 

situation directly especially through the National Directorate of 

ll,'mployment 7 NDE. As pnrt of the efforts to 'combat' unemployment the 

NDE provided an estimated 148,109 new jobs directly out of its activit

ies in 1987. Apart from the Youth Ernployment and Vocational Skills; 

Agriculture~ a.nô. Special Public Works Programmes which were said to 

hé:we involved 70,000; 45y000; s,nd 24;000 people respectively was the 

small scale industries ~nd Graduate Employment Scheme. Under this 

schemef Graduates anè. other young enterprenems were to be assisted 

1·ri th credi ts from commercial b2,nks under a loan granted by the NDE at a 

concessional rate of interest :to;',set ·up small scale industries 
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'thereby providing employment for themselves'o Out of thè 5~500 

applications procEissed .:Jl'ld sent to the participe,ting banks only 716 

of them were approved as at the end of December, 1987 (CEN. q987~44) •. 

In 1988 9 the NilE intensifi8d its efforts at providin~ employment, 

by providing 94,365 new jobs 9 ( C:BN, 1988). With regards to the smûl 

scr.le industriE,s sch.;;më the :NDE deposi ted 1(!8 million wi th the 

20 p2,rticipating banks foT soft lE,hding to graduate entrepreneur::::. 

In addition, m5 mill_ion wc..s gre,nted to all states including·.Abuje 

by the Federal Government to boost the number of such loan beneficiaries. 

As at December, 1988 tot2,i lorm approved by the NDE for 1,557 'grs.duate 

entrepreneurs amounted to i44.5 milliono The Entrepreneurship, 

Deveiopment Programme (EDP) which aims at training participants in project 

iclentifîcation, faasibili ty studies 9 resource mobilisation and marketing 

was s2,id to have involved 34 9 558 participants in 1987 and further, 36,625 

people in 1988. Also, in 1988 pilot projects of the programme in Oyo9 

Anambra 9 Kaduna and Lagos stntes were comrnenced under an interrnitional 

co-operation agreement b,.::tween the Inkrnational L0,bour Organisation, ILOi 

and EDE, with funding from ILO and the United Nation's J)evelopment 

Programme 9 (CEN, 1988i44 2,Utl 45). 

The low levels of employment, wage freeze, retrenchment and the 

gGnera.1 weekening of the L.o..bour movement, g,:;;nertüly curtailed 8.{:;).t::i.tions 

by workers for improved conditions of service. Thus the number cf trade 

disputes in 1987 one year eft8r the SAP declined by 25 ,3 percent t:J 

6.5, Of this, 38 resulted in strikes or work stopr-i.ges, as against 53 in 

1986 and 40 in 1985. The numb~r of workers involved in the work stoppages/ 

strikes also declined by 63"7 percent from 157 9 165 in 1986 to 57,097 in 

1987. 'rhe man-days lost also fell by 69., 1 percent from 461,345 in 

1986 to 142 9 506 in 1987 9 (See table 19)o 
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Tl1.BLE 19; NIGERIAg Il'JDUSTRIAL RELATIONS, 1985' - 1988 

!
---·· ------r---·- .------· -

! (1 ) 
--·---i . . - -- ··---

Percentage . Change f· (2) 
1 DESCRIPTION , 1985 

Trc.de Disputes 

i 1Iork Stoppages I 
\IorkE-rs Involved 1 

Mnn-n2,us Lost 1 

1 

77 

1986 1987 

~ 
-

65 156 

38 1241 531 

7 9 165 ! 57,097 55,620 

1 9345 1429506 230,613 

Between 
1 & 2 2 & 3 3 & 4 

----
13 -2503 1 )..j.Ü 

32.5 -28.3 226.3 

i 
1 ,1 9 • 1 -6 3 • 7 - 2.6 

138. 6 -69., 1 61. 8 1 
i 

1 
i l 

40 

71,732 J 15 

193932~~6 
----

Sou:r:-ce ~ Feder8.l Ministry of Employment li Labour and Productivi ty 9 Lagos 9 

c.f CBN 9 Annual Report and Statement of Accounts 9 1987 and 1988. 

}'ollowing incr8ased agitations, due to deterioration in the living 

sto,ndards of workers and consumer resistance, as well as low sales, the 

2;overnment 9 in 1988 lifted the freeze on wages. The number of recorded trad,~ 

c.lisJ;;utes rose to 156 in contrast to the decline of 25.3 percent recorded in 

1987., The number of work stopp~:.c;es/strikes also rose to 124 in 1988 compared 

to only 38 in 1987 li (See t8,ble 18) ~·1 About 15 industrial unions were able to 

re2,ch agreement wi th their employerst 0i ther in the form of elongat2d wages/ 

s.~·.h:ry scales or outright waee sc.lary· increase of between 10 to 25 percent li 

(T1i!?:YEE.~ January - June 9 1988g6). 

~· 
TNDUS'l1RIAL CLOS:IBES !iND SFHVIVJ\.Lg 

The general liberalization of the economic environment between 1986 and 

1989 he,s created some constraints and opportuni ties for the various manufac-· 

tciring enterprises. Adjustm;:mt to thesE: constre,ints D.nd opportunities 

v2.ried 9 lE::ading to sorne industries folding up, or reducing their scales of 

opGration and others expanding. Manufacturing costs of production ha.ve 

C,:Jn2rally been on the upwa.rd trend since the incGption of the SAP. A com-

bingtion of the SAP policy measures was r2sponsible for the observed rise 

in proèuction cost some of which included~ 
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First, the sharp depreciation of the naira excho,nge rate by for 

exci.mplè, about 87 percent in 1988, which led to sharp increase in the 

cost of imported inputs., For example 9 between July and ])ecember, 1987 the 

cost of imported raw materi:::·,ls on the aver2.ge recorded an increase of 229 

percent over the pre-sfem level, (MHYErî. 9 1987). Also in the corresponcl

ing period 9 July to Decem·ber, 1988, the average cost of imported rnw 

mo.terials witnessed an incress"' of 58 percent (MEYER, 1988~2)0 Further 9 

c1s all sectors ad.justed to tho inflationary pressures generated. by 

depreciation in the naira. exchange rate, the average cost of local raw 

materials increased. During the second half of 1987, for example, the 

cost of local components of production input rose ·by 96 percent. This 

further increased by 49 percent in the corresponding period in 1988, 

(lVillYER 0p. cit.). As a ré)sult of the rise in cost of production and the 

continued depreciation of the ne.ira most of the small and medium 

enterprises that depended on the importation of fo".'eign inputs but 

could not effectively compete with the big companies had to severely 

reduce or even close clown their operationso 

Secondly, the deregulatio11 of interest rates and the raising of the 

Minimum Rediscount Rate; MHR she,rply raisecl the cost of finance for 

example~ the prime lending rates rose to about 16 percent and the commer

cial rates stood at 18 to 20 p8rcent in the first half of 1988.. As a 

n,sul t of these measures, the cc,st of b0rrowing for the sme,11 and 

meè.ium entE:rprises became too high and unattractive, this was pa.rticularly 

compounded by d<::cline in the rate of return on manufacturing investment 

to an average of less than 10 percent in 1988, (MHYER 9 1988) o 

MAN's data suggested that the depreciation of the na.ira exchange 

rate and the deregulation of the interest rates cumulatively escalated 

manufacturing costs cf producition and ex-factory price of manufacturers .. 
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For example, the average unit cost of production according to MAN's 

estimates increased by 48 percent in the second half of 1988 and by 

further 80 percent in th2 first he,lf of 1989. The average ex-fa.ctory price 

j_ncreased by 30.25 percent in the first half of 1988 and by 81 percent 

in the corresponding period in 1989, (see table 20). 

Adjustment to the escalation of production costs and ex-factory 

prices by the firms varL,d. The high costs 0f 100.nable funds a.nd 

foreign exchangE, led to the closure of many small and medium enterprises, 

especially those that depended on the importation of foreign inputs or 

credits from the banks for their operations. For example, in the Lagos 

erea alone during the period January 1987 through June, 1988 about 720 small 

sc2.le industries folded up~ (The Nigerian Association of Small Scale 

Industrialists, NASSI. Report on SSEs, August, 1988 c.f CBN, Economie and 

Financial Review, Vol. 26, No. 39 September, 1988~12). The small scale 

ent,Jrprises that remaineù. in operation did so at very l0w levels of 

capacity utilisation. The big compe.nies with greater capital base were 

better placed to adjust with less p:;_·o blems. They could for exampl e 

compete more effectively in the foreign exchange market 2"nd in mobilising 

financial resources., Even then C:SN noted that "large scale enterprises 

were better able to cope with the problems (of high production costs) in 

contrast with small scale enterprises" (C:SN op. citg12) 

The subsidiaries of TNCs in 2.ddition to their general competitive 

e.dvantage over the indigeneous small and medium entGrprises in the 

mobi,lisation of domestic rt:sources, could also get supp0rt from their 

p2.rent companies, govermnents or other international financial 

institutions. For example Peogeout l\.ssembly of Nigeria 9 PAN, received a 

structural adjustment loBn of ~1 billion from the French Government to 

enable the company overhaul its production system and embark upon the 

development of local content industries, (Business Concord, 24/2/87). 

I 
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Table 20g NIGERIA: Cost and Price Behaviour Between (January - June) 1988 and (January - June) 1989 

Sector 

1. Fo.od, BeYerages and Tobacco 

2. Wood and Wood Products Including Furniture 

3. Chernicals and Pharmaceuticals . 1 

4. Non-metallic Mineral Products 

5. Textiles, Wearing Apparels & Leather Products 

6. PuJ.p 9 Paper and Paper Products, Printing and 
Publishing 

7. Plastics and Rubber Products 

8. Electronics and Electrtcal 

9. Basic Meta1 9 Iron and steel and Fabricated Metal 
Products. 

1(;. M•tor Vehicles and Miscellaneous Assembly 

Average 
,, 

Noteg + = increaseo - Decreasea 

% change in 
Average oust 
of Imported 
Raw Materials 

+ 247 .o 

N.A 

+ 67.0 

+105.o 

+ 59.0 

+ 6~.o 

+ 94.o 

+ 136.0 

+ 144.0 

+ 80.0 

% Change in 
Average cost 
of Local Raw 
Materials 

+ 129.0 

N.A 

+ 107 .. o 

+ 78.0 

+ 65.o 

+ 143.0 

+ 61.0 

98.0 

% Change in 
Unit Cost 

+ 57 .o 
N .. k 

+ 84.o 
+ 61.0 

+ 45.o 

+ 121.0 

+ 61.0 

+ 61.0 

+ 133.0 

+ 97.0 

80.0 

% Change in 
Ex-factory Price 

+ 55.(' 

NoA 

+ 81.0 

+ 53.~ 
+ 40.û 

Not indicated 

+ 57.0 

+118.,e 

+150~0 

+ 90~0 
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.l'i.nambra Motor Mrmuîacturing Company, AN.AMCO, also recèived 

:DM 150 million from its t:~chnico,l partner in Germany 9 while Steyr obt,?ined 

$100 million from Steyr Dairnle Puch of Austr ia and Volkswagen Niger b, 

Limi ted, w:.=i.s inde bted to its Over seas tE:chnical p9,rtners by DM 1 00 million 

c,s at 1986, (Bangura,.1987g16)o HowE:ver 9 not all the subsidiaries of the 

rn:Cs were able to get the nccessary support from outside. Leyland, an 

2,utomobile assembly plant~ wns put up for sal~ in Marcn 9 1987 as the 

m9,nagernent found i t difficul t ta remain afloat and pay off the huge debts 

i t had a.ccumulated. 

The high cost of production, th~ continued depreciation of the 

n2,ira 9 and the consequent inflationary pressures in ad.di tion ta the 

wage freeze and consumer resistance r0sulted in the accumulation of 

unplanned excess stock of goods in many of the manufacturing sub-groupso 

According to MAN's survey~ thGrE, was an E:xcess stock of finished goods 

vûuC::c~ at over N?O million representing about 15 percent of total production 

of only a sample of 31 comp2niee as at the end of 19870 :Despite the lift

ing of the wage freeze and other reflationary measures in the 1988 budget 

ta stimulate demand, the e,ccumulation of finished goods according ta 

1\/fFN's survey in the first he,lf of 1988. amounted to îii'38,146,652 .. The 

chemicals and pharmaceuticals sub-sector recorcled the highest percentage 

of unsold good of 45 percent 9 (see table 21). 

Many firms:i however~ wcre able to pass the high c0st of production on 

to the Ewailable customers II in form of higher prices to maintain their 

liquidity and some profgnlJility. For example 7 at 561.6 (1975=100), the 

average all items composite consumer price index for 1987 showed an 

increase of about 10 percent compared to the 5 percent incre;1.se in 

1986. The rate of increase in consumer prices accelerated by 38.3 per

cent9 to 77605 in 1988 •. All com:ponents of the index rose 9 except 

( 
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Table 21: NIGERIA: Unplanned Excess stock of Goods Resulting From 

Poor Sales 

Sector Na. of~ Total Produc- Amount of 
Campa- ti"on Excess stock 
nies (Nairai (Naira) 

.. 

1. Food, Beverages and Tobacco 8 45,942,598 N. s. 

2. Wood and Wood Products 
including Furniture 1 300,000 180 ,ooo 

3. Non-Metal lic Mineral 
Products 8, 146,745, 275 7,266,673 

~ Textiles, wearing Apparel 
and Leather Products 5'. ·' 369 2509 359 29505,101 

5. Chemicals and PharmaceuticaJ. ~ 21 8194709 649 171264,265 

6. Dome.stic and Industrial 
1096979977 Plastics and Rubber Products 12? 3,178,252 

7. Electrical/El ect.ronics 3 ; 
99561,004., 4,500,000 

8. Pulp, Paper and Paper 
990789 97'0 Products 3 500,000 

9. Basic Metal 9 Ir•n and 0 Steel 
and Fabricated Metal 
Products 6 78, 4 lM1 9 698 2,752,462 

10. Motor Vehiclê and 
Miscellaneous Assembly - - ., 

. , -, . 

. -

Total 67 4189458,532 38,146, 65::P-

Note: N. s. -· ·,.Not Significant 

SOURCE: M.ANv HYER 9 January - June, 1988, No. 3 Pp.11. 

- ~ 
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Table 22g NIGERIAg Composite Consumer Price Index (:Bàse Year; 1975 - 100)f 1976 - 1988. 

Household 
Accomodation Tobacco Goods and 

Year All items Fuel and Food Drinks and Kola Clothing Other Transport Other Servie es 
Light Purchases 

1976 123.0 · 109.0 · .... -- -- . 122.0 132.0 143.0 135.0 145-.o 139.0 . 148.0 . . -··· 

1977 143.0 127 .o 146.o 140.0 123.0 141.0 137 .o 141 .o 146!0 

1978 167 .o 131.0 172.0 1.54.0 186.0 176.0 147 .o 1.58.o 1.56.o 

1979 186.0 167 .o 180.0 T16.o 203.0 219.0 1.5fr., 19G.?o 17dl'o 

1980 205.0 170~0 200.0 188.0 229.0 270.0 162.).0 197 !'o 23f.-~ 

198î 248.o 173.0 250.0 193.0 26/;p.O 314.0 195;.o 202~0 28 3. (?:, :, 

1982 267.0 180.0 27'l2.0 208.0 278cO 33.5. O 213.0 224~0 296.9 

lS,83 328.0 -240.0 336.0 236.0 318.,0 398. u 328.0 271.0 357.J 
.,..... 

.... ::t 1984, 458.o 270.0 479.0 290.0 436.0 ,43.1 165.o 316.0 499.1 
.,..... 

1985 48)4J.o 2S8.o 479.0 380.0 549.0 610.0 .542.0 357.0 61?.0 

1986 509.7 362.(' 499.2? 421c4 672.7 ''04 3 1 . • 709.0 422. 2? 8J4,c4 

1907 56·i. 6 378.1 .541 • .5 4.51 • .5 767 .5 787.8 8 39. r: 478.9 1?015~9 
198'8 776.5- '· 357-. 3 820,~s; - 478 .• 8 829.5 811.4 863.9 552.9 1, 091 .5 

"' 
. ---··-

SOURCE~ FOS? 1988? Economie and Social statistics Bulle7-in and 1989 Statistical News 118. CODESRIA
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0,ccomodation which declinecl by 5 o5 percent. Tr.e highest increase 

occurred in food, (52.2 percent); tr::msport 11 · (15" 7 percent); e,nd 

clothing, (10.6 percent), (see t.::;,bl3 22)., 

A CBN nation-wide sur-..rey of 600 manufacturing establishments, 

(CBN
9 

1988g26) showed tho.t the sales of the respondent firms (312) 11 

incre2.sed substantially by 44.5 }JE.rcent, po.rtly because of modergte 

improvement in consumer dem2ndy but mostly due to the higher prices of 

finished goods. Sales were found to be remo.rkF1.bly high in the miscello.neou.s 

food preparation 9 drugs anc1 medicine, b'.1sic industrial chemicals, m'°'at 

0,nd dairy, tyres and tubes 9 b:::er and stou-: mo.nufP.cturing sub-sectors, were 

increo.se of 4.5 percent or moru were recorded. 

In the specific case of the au"':omobile assembly plants while some 

of the plc,ntsii were able to raise the prices of their vehicles 

(see table 23) other short term ~djust~ent measures; such as trade-in 

schemes, hire purchase 9 production for export and specialisation in 

corrnnercial vehicles 9 were introcluced, (Bangura, 19.87~16). 

TiJ3LE 23~ NIGERIA~ PRICES OF SELEC~ED VEHIC~ES 1 1982 - 1987 
(000:W} 

VEHICLE 1981 ~ 1983 1984 May, 1 986 

Peugeot 505 GR 6,6;~ 89630. 9,82S 10,780 13 11 385 
1 . . . 

Peugeot So4 SR 11,2so'11,2sol12,8ooi14,300 19 ~500 
1 

Jan. 1989 

33,432 

40,162 
1 
1 

Volkswagen Beetle 411395 5,295 Î S,745 6,695 26,000 j 
Mercedes Truck 911 24., 100 25,256 35,080 3S ,469 

--

Source~ Adapted From Bangura 9 1987~16. 

PJJIJ introcluced a trade-in scheme in March, i 987:i si.xty-eight organisations 

consisting of fleet owners 7 government enterprises and some private firms, 

wer allowed to trade-in their used cars for new ones after paying the 
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difference between both the old o,nd new prices. :Seneficiaries were 

Gstimated to have paid up to 60 percent of the c·-·st of a new car 

after evaluation by PAN. ·~he Volk:swagen assembly plant introduced the 

hire purchase scheme in which the company arranges with cowJnercial banks 

to provide its distributors with loans to buy large stock of vehicles for 

reselling to individual buyers who were required ta deposi t some amount of 

money 9 (:Business Concord 9 î 7/3/87). Peogeout and Volkswagen were also 

experimenting with export tr2,de~ A Congolese Vehicle Firm, Corrossi0rie 

Comptoir Autos Assessoires Raunis, bought thirteen Santana GX cars at the 

cost of $9,148 ea.ch in 1987~ ~Bu:::in0ss Co:icord 9 24/4/87). 

Many of the firms' adjustment to the high cost of production and weak 

(1-emand showed a general decline ::.n c:.ew investment and a survival str?.tegy 

die ta ting emphasis on capi t2,l expendi ture for adapte,tion of plants to 

process local raw materio.ls th.cm expancion programme. According to a 

CBN nD.tion-wide survey of 605 mmufacturing establishments, (C:BN, 1987: 

25 and 26) total invsstm(:mt 0:>..rpenè.iture declined by 4.4 percent in 1987. 

Al though aggregate investment exper~di ture rose by 23.1 percent in 1988 in 

contrast to the decline in 1987 7 the increase in investment was more of a 

reflection of the increase in the general price level which contributed 

to higher expenditure th~n due te an absolute increase in investment. 

iV[oreover, not only was the increase due to ths rise in cost, as the CBN 

not"'d, but it W8.S more on s:pare psrts, 6506 percent 9 repairs and 

mc.intenance ~ 59o3 percent c.ncl only 27" 7 perc&nt on machinery and 

equipment 9 (sE<e t9,ble 16). Sjmile,rly, MAN su-rvev of 88 companies in the 

first half of 1989 showe,.1. that out of a total investment expendi ture of 

~-185. 78 million only about â.i:44. 24 million~ representing 24 percent of the 

total investment was commi tted on new projects. ThG rest, 'N141 .54 million 

was for the modification of 0xisting phi.nts, replacement of assets and 

expansion prograrrnnes. The lo..rgest investment of tî26 million was in the 
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Food 9 Beverages and Tobacco sub-s0ctor 9 followed by ïIS million each in the 

I:lectrical and Electronics ond Motor Vehicle, and Iüscellaneous Assembly 

sub-sectorsQ The textiles 9 wearing Apparels and Leather productî pulp~ 

piper and products, printini::, and publishing and plastics and rubber products 

sub-sectors had no investment on new projects in the period undër reviewo 

Also 9 the Food, Beverages and Tobacco sub-sc::ctor clomina.t6d capital 

expendi ture for expansion, modific2,tion of existing plants and replacement 

wi th =!iI52 c 16 million representing about 37 percent of the total expendi ture 

of t·141o34 million in this c2,tegoryr (IV!h'YER January - June 9 1989). 

ll..r. 2. 6 TLRIFF ADJUSTMENT AND BA.L!i.hCE OF TRADE~ 

In this sub-section, a brie:::' r1.,view is made of the various attempts 

e.t tariff adjustrnent and the impact of the i::.AP on the balonce of tr':1.de, 

especially as i t relates to mn,nu:::'acturing imports and exports. 

Al though the tariff (int.Jrim) regime of 1986 was structured to protoct 

c'.omE:stic industries, encouro,ge domestic sourcing of raw rnaterials and 

expose the domestic producers to com~etition the regime did not succeed in 

balancing these seemingly irreconcillable objectives. Tumestic manufacturerr· 

complained that the interim tariff regime was skewed aga.inst local 

industriess tha.t the regime me.de i t mor3 profitable to import finished goods 

rdher than producing them in Nigeria. Sorne ma.nufacturing industries such 

2,s th8 automobiles 9 cletergents 2,ml chemical industries were inf2,ct reporteè 

to he,ve resorted to massive importation of the finished goods in their 

c0,tegory 9 thGreby posing a veY"y serious ,d2:1ger +o the survival of competin~x

industries 9 (Bangur8., 1987). Even the government admi tted that increased 

importation of finished goods poses great dangers for local production 

é~~d employment 9 (ükongwu 9 1987:34). 

In response to the incru2.s&è. importation o.nd smuggling of fin:.ahed 

goods into the economy 9 m':1ny compaigns were instituted by the various 
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14.5 
industrial group~ against l)oth the 1nterim tariff regime ::,,nd smugglers •. 

in 
Most no_table among the industrüü groupsLtheee campaigns were the 

Br,ttery manufacturers association 9 the Enamel Ware manufa.cturers 

association, the Fishing net industries and the automobile plants. 

For example, according ta the four fishing industries the interim tariff 

regime placed them at serious dis2.d"2,ntage by the 20 percent duty on raw 

mnterie.ls for the local manufacturers of fishing netst while duty on 

imported fishing nets w2,s only .5 percento Consec]uent.ly the total 

l2nded. cost per kilogramme of complete fishing net was N28 .. 73, whereas 

locally manufo,ctured net w2,s ~.JJ.06~ The automobile plants were also 

affected by the interim tariff regime •. Under this regime cs,rs wi th 

cl2,ssified cubic co:paci ty h::,,rl thbir tariff reduced from 70 percent to JO 

percentQ While cars between 1600cc a.nd 1800cc hs,d their tariff reduced 

from 200 percent to .50 pE::rcento Tra,nsportation of CKDs components of 

cars up to 1600cc attracted 1.5 percent tariff while the duty paid for the 

fully built up cars of the same capacity was put at 30 percent. The 

customs duty for CKDs IJarts of vehicles between 1800cc and 200cc was re

duced from 40 to 33 percent (See The Customs and Excise Decree No. 32 of 

1986)., 

The government yielded to so;.1e of -'.;he pressures. Hence~ the modifica

tions of the tariff r<-'gime in 1987, 1988 and 1989. The interim tariff 

regime according to the government "was intruduced wi thout any prior 

study to determine the effective and nominal rates of protection for 

domestic activities urider the SAP" (Okongw, 1
9 Sta+.ement on the 1988 fiscal 

budget; 6). The government found that the internal effective rates of 

protection were substantially eroded and therefore adve.nced a new tariff 

r~gime to provide appropriate levels of protection to dcmestic 

industr_ies. 
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Under the new tariff structure of 1988 the rate of duty on spare 

parts and CKDs components were harmonized for the same category of 

vehicles. For cars, import c'.uties on CKD components were ho.rmonized to 

attract a uniform duty of 25 percent compared to the rates under the 

interim tariff regime that ro.nged from 10 to 185 percent. Spare parts 

for cars were to attract the sr:.me duty of 25 percent. Similarly, the 

duty on CKD components and spo,re parts for busP.s and long vehicles under 

the 1988 tariff regime r2nged from 35 to 100 peroant. Further, in 0rder 

to remove the disadvantage imposed by the excise duty on locally produced 

good all imported connnodities with local subsi;itutes were to attract 

extra landing charges equivc,lent to the excise duty on such local 

suhstitutes. 

The 1988 tariff review o.lso failed to accomodate the va.rious 

interests it sought to. Ancther review was m2.de in 1989; import cl.uty on 

parts of commercial vehicles o,nd tr';,.ctors was reduced from 25 percent 

to 5 percent 9 the import cluty- on J3attery parts 9 and on cold 1'.'olled and 

hot rolled sheets ware reduced from 45 to 25 percent and from 20 to 10 

percent respectively. Howev0r 9 for syringes/n~edles, enamel waree, 

motorcycles 9 bicycles, mosequito· repellent coils, ciggarrettes, 

jewelleries and precious metals import duties were increased (see 

Llhaji 9 statement on 1989 budget~· 6). Even with this review there 

continued to be compl:ünts of 1unfair and illegal competi tion'. Six 

manufacturers of drycell b~tteries for example complained of dumping of 

26 million Chinese Batteries in the country (See Sunday Concord, 

October 9 29th~ · 1989~ 8) o While some of these complaints rnight be 

genuine 9 as W8,S found in the case of dumped corrug8.ted iron/steel, 

roof ing sheets 9 toma to pas te o,nd pure al uminum co ils 9 batteries 9 

espt.cially the R 20 tyre and alkyd resins 9 (Okongwu 9 St.<>.,tement on 1988 

budget), Sorne of them might be firms seeking prot,. ction te reap monopoly 
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profits through tariff protection. At the same time this suggests some 

of the intricacies of selective liberalization and the high possibilities 

that ability to impress on the state rather than economic efficiency 

cletermines which industries or sub-sr::,ctors to be liberalized and to what 

extent. 

4. 2. 7 Bc,lance of Trade: 

We now consider briefly the impact of the SAP on the value and 

structure of manufacturing imports and exports over the period; 1986 

r:,nd 1 98 8. It could be re co.lle d the, t a major objective of the SAP wi th 

reg2.rds to the manufacturing sector is to achieve favourable balance 

on current account~ by r.,,ducix1g unessential imports and boosting exports~ 

0specie,lly of manufe.cturecl goods. 

The total value of Nigeria's merchandise trade in 1988 was 

il_i.8 9 837.9m. This representecl 2,n inc::'eaae 0f 7.9 percent or N-561 .9m over 

the corresponding figure of YL6'~ 276.0 million for 1987. Total imports 

rose by 12.4 percent from i(î5 ,698 .. 1 million :n 1987 to 'W17 ,645. 1 million 

in 1988. Total exports on the other hand rose by 5.5 percent from 

'l29/;J77.9 million in 1987 to :r:31,195.8 million in 1988. The efforts a.t 

deliberate improvement in the trade balance thus resulted in a surplus 

of âff13,879.8 million in 1987 nrnl tr13 9 547.7 million in 1988!1 (see tl:,,ble 24). 

Tl.BLE 24 NIGERIAg 1984-1988 (MILLION N ) -~· VA,J,UE __ O~I·'L'J;C~NDISE TRiill~ 2 

TRADE 1984 1985 1986 ·-
- Imports ( C. I.F) 4948L,.5 5.536.9 · 5.974.6 

Tiomestic Exportsa {f.o. b) 99138.8 11 9 720. 8 99047.5 

Trade :Balance 49654d 6,183.9 3,072.8 

Note~ (a) Indicates TiomGstic Experts plus Re-Exports. 

Sourceg FOS~ 1988, Review of :CX:ternal Trade 9 pp7. 

1987 1988 

15.698.1 17. 645 0 1 

29,577.9 31?192.8 

13,879.8. 13,54.7.7 
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The structure of manufncturing imports remains dominated by the 

import of capital equipment and. raw materie,lP. which fluctuo,ted between 

60.5 percent and 67.8, between 1985 and 1988. The value of imports of 

ce,pit2.l and raw materials in total imports rose by about 10 percent 7 from 

; 3341. 7 million (about 61% of imports) in 1985. to WJ686. 6 million ( or 62% 

of imports) in 1986. Since the SAP, especially because of the depreciation 

of the naire, exchange rate~ th8 value of import increased by about 

208 percent from its 1986 level 9 to ~11?344.4 million (about 64.3% of 

imports) in 1988. The imports of consumer goods both durable and 

non-durable declincd consistently from 30.7 percent in 1984jl to 29 percent1 

27.3 p0rcent e.nd 23.9 percent in 1985, 1986 and 1987, respectively, but 

increased to 25 .2 percent in 1 :?38. Thus al though the import of consumer 

goods was reduced by 2.1 po.ccent 9 imports of capital equipment and raw 

m8terials increased by about 3 percent over the same period. Moreover, 

the trend in import reduction was the:r'e well before the SAP~ the SJIP 

only exacerbated the trend 9 (See table 25). 

The commodity structure of Nigeria's export trade continued to be 

dominated by mineral f;J.els 9 lubricants and related ms-,terials. For 

example 9 between 1984 and 1988 the share of this s8ction in total experts 

fluctuated. bE:tween 91.2 percent 2,nd 96.7 percent. Although the share of 

non-oil exports increased from 4.6% in 1987 to 8.8% in 1988~ most of this 

was accounted for by cash crops like cocoa 9 rubber and palm kernel. The 

contribution of the manuf3cturi~g sector to export was negligible, 

( see table 26). 
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T.ABLE 25 ~ 1TIGER.IA~ IMPORTS BY END-USE (AT CURRENT FRIC~S)~ 1984 - 1988 
VALUE ±tt MILLIONÎ PERCENT.AGE OF IlvJPORT --··-

COl111MODITY 1988 1987 1986 
1 

1985 1 1984 1988 ' 1987 1986 1985 1984 l - -- --
CcnsumEar Goodsi 

I ' i,n) Non-Durables~ 1 

(i) Foods 1,646.4 1 9 71 o. 7 935.4 795.2 946.4 i 9.8 ! 10.9 15.7 18oO 21.1, 

(ii) Textiles 106.8 13.5 ·,4.3 j 11.5 7.3 o.6 0.1 0 .. 3 0.2 0 .. 1 _ 
(iii) Others 1,732.5 1,527.5 5J9.5 468.0 322.1 

1 
11 .. o 9.7 9.1 8.5 7.2 

(b J Durablesg 761.1 499.7 130~8 127.3 102.1 j 4.3 i 3.2 2.2 2.3 2.3 
Total 4,446.8 3,751.4 1,620.0 1,602.0 1 , 377. 9 -· --- 25.2 23.7 27.3 29.0 30.7 

-----·- -
' l 

C'.?.:pi tal Goods g 
'l 

, 1,924.2 l 1,546.5 1 (i) Capital Equipment .5î685.5 S,678.0 1,184.5 32.2 36.2 32.3 28.0 26.4 

(ii)Tro.nsport Equipment 1,100.4 862.7 367 .9 426.6 475.o 6.3 5.5 6.2 7.7 · 10.0 

Total 60785.9 6,540.7 2,292.1 1 .973.1 1,657.5 38.5 41. 7 38~_5 -- 35.7 37.0 -- --- --~---

Fuel 164.0 67.2 31.. 7 47 .. 9 60.3 0.9 0.4 o.5 o.8 1 •. 4 

Raw materials S9658.9 4,954.5 1,762.4 1 7 795. 2 1,310.8 32. 1 31. 6 29.3 32.5 29"4 ----· 

Pas senger Cars 579.6 374.3 261.2 109.5 66.6 3.3 2.4 4.4 2.0 1.s 
-· -

Grand Total --·---- 17 26 35. 2 15 .688. 1 59767.6 5,527 .. .L_4,481. 1 __ -- -
1 oo.o 100.0 100.0 100.0 100.0 

Notes (i) Value C. LF. ( ii) Figures exclude sEoction 9 Commodities and Tr<'ëms;:,,ction not classified according to kinds. 

(iii) Figures exclude 1iassenger ce.rs 9 Bicycles,. Motorised cycles, scooters 2-ncl parts thereof invalid c2.rriage 

all kind of which except pe,ssenger cars 2.nd cl.3,ssifièd under dur.9.ble goods. 
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l.f\ .... 

-----·· ----.--T_;;:J.::...J3.c..:L=E_2_6_: ___ N_IG;..;;;ER=-IA=1 
.:...: ..;;:EXP=· ORTS BY COMMOJJITY SECTIONS 9 19_84 - __ -1988 •.. 

COJVjQIHTY SECTION 
VALUE IN (tJ 'MILLION) 1 GE OF TOTAL EXPORTS 

~-· ----------S.I.T.C 

Food & Live Animals 

:BGVE:_;r1:,ges & Tobacco 

Cruè.e Materials 
Inedible Except Fuels 

1988 

19679.7 
6.6 

1986 198.5 1 1984 1988 +~87 
442. 6 -24J.S1 ·-23_4 __ -7 +- .5. 4 2. 

o • .5 * .,:-

1987 

850.9 

11c 7 
9 

Mir..ers.l Fuels Lubri
c2.nts & Related 
Ï'~aterials 

Anim2,ls & Vegetable 
Oils and Fats 

ChGmicals 

J!icxmfe,ctured Goods 
Clessified Chiefly 
l,y Naterials 

ït;2,chin0ry & Transport 
E:q 'J.ipment 

J'ifiscellaneous Manu
f~ctured Articles 

Commodity and 
Tr2.nsactions not 

396.3 

1 o3 
201.6 

91..5 

.51c 7 

S.9 

227.9 

2 .1 

64.7 

70.1 

2d 

o.6 

.5.5. 8 

1.0 

1 .6 

1 
1.9 1 

* 

* 

1.5 .4 1.5.4 ! 

11 9 3)5. 8 1 8' 6 85. 8 1 
1 j 

1 ! 
1 i 

3~ 3 · 4- 7 ! 

1.4 o. 91 

6.3 12.4 

o.8 * 

* * 

Cl2.ssified According 1 

to Kind 313. 7 138.8 118. ____ • _ __,._4-+- 114 2 li 174 3 

l-~otal All Se~tio_n_s _ _.__3~ 9--~!_~·8 j29 9 .577,9 j9,0_4_7_-~_.5........_1_1_,720:8-·,··9,127:8 

Notes: (a) Exports include Re-exports 

(b) * Indicat~s NegliGible 

1. 3 o. 8 

91 .2 95. 4 

* * 
o.6 o. 2 

0.3 o. 2 

0.2 

* ~· 

1 .o o. .5 --·-~-- --~~--
100.0 100. 0 

-----
1986 198.5 1984 

4-9 2. 1 2.6 
" - - ·,, 

o.6 o. 1 1 0.2 

93.2 96.7 9.5.2 

1 * * * 
1 

* -l(- * 
1 

1 * 0.1 0.1 
, 

* * -l~ 

-l(- * * 

l 1.3 1.0 L9 r---~.----- 1 
i 1 00. 0 11 00. 0 ~0.2_ 
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4.J.O C _ON CL US ION 

The SAI' has yet to run its full course. Preliminary evidence, 

however, of its impact on the manufacturing sectorj as shown in this 

chapter, shows that the various sub-sectors and categories of 

manufacturing enterprises ho.ve been eJfected differently. While g 

generally the consumer g"Oods, D.nd especially the agro-allied 

sub-sectors have considerably performed better in terms of 

cap~city utilization rat0s 9 local sourcing of raw materials and 

employment, the capital and intermediate goods, especially the 

hGavy engineering9 elec+-rical and elt:ctronics 9 :Basic metal prod1.10ts 

and automobile subsectors have continued to experienc~ serious 

problems of adjustment. 

Also~ while thG oi_g companies, especially the subsidiaries 

of the TNCs have continued to strengthen and expand their central 

and domin2nce over the m2nufacturing sector, most of the small and 

medium scale enterprises, the supposed focus of the SAP, h8.ve 

generally performed pcorly. A number of them had to close-down 9 

while most of those in operation are increasingly threatened by 

bankruptcies, reducecl market shares 8Xld toke avers. 

The general levels of manuf2cturing invE::stmenti production, 

employment and c8.po.ci ty utilization rates have remained very low, 

wi th lnsignificant l0vels of domestic sourcing of r.3,w materials. 

Inflation has remain8d very high as evidenced by the spiralling cost 

of domestic production~ high1;;;r prices of finished products of yet 

poor qwüity. There h2,s been increased dependence on the importation 

of machinery, ro.w materie.ls and production technologies. The SAP 

far from enhrmcing inclu.strie.l self reliance, i t infi:wt diminishes the 
of 

prospectlself-sust.c.üning9 resourced based industrialization. The 

structur··.l inequali ties wd dependence of the economy have been 

exacerbe,ted. 
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CH.APTER FIVE 

IlEN'.fING SAP A FUTURE? 

This study bas established that pre-S.AP N.igerian manufacturing, 

like the ~ther sectors of thd economy was crisis - ridden. The sector 

was characterized inter alia by high import intensity~ low labour 

absorption; TNCS dominance especially on the more capital and intermediate 

g~ods subsectors 9 low capacity ntîlization rates; production of luxu.ry 

goo~s of poor quality1 at high prices 9 and a general discordance between 

available domestic resources and existing industrial structure and 

production technologies. 

In response to the worsening crises in the manufacturing and other 

sectors of the econo!Ilf various policies were introduc.ed, culminating in 

the structural adjustment programme~ The prograrrnne has several 

important element~ with a clearly defined philosophical framework based 

on the market mechanism and inherent superiority of private enterprise. 

The programme 21though opening some opportunities and challenges to the 

various manufacturing enterprises especially the big TNCS and their 

allies portends great problems for the small and medium enterpriseso 

Preliminary empirical evidence in this study revealed variationd in the 

performance of the various manufaoturing sub-sectors. The general 

performance of the sector bas been very poor. For most small and 

medium scale industries the impact has been disast,_rous. 

The future prospects of the manufacturing sector under the current 

market-oriented SAP, especially for the small and medium scale enterprises 9 

look bleak. Most of these industries would be marginalised and or ruined 

completely. Manufacturing. investment 1 employment and output would likely 

remain Jlow. Cost-push inflation wouJA escalate as pressures for more 

devaluaticn of the naira exchange rate intensify. While domestic 

mp.nufacturing value added in few agro-allied manufacturing sub-sectors 
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may èonsiderably increase thereby generating some backward linkages, 

the propensity to import foreign production technologies and inputs 

especially in the intermediate and capital goods sub-sectors is 

likely to be entrenched at a more permanent level. The discordance 

between available domestic resources and existing production 

technologies would be reproduced at a higher and more permanent level~ 

The market - oriented SAP, far from providing opportunities for 

the development of indigeneous, resource - based industrialization 9 

capable of providing greater employment, market and transforming the 

material conditions of the vast majority 9 it progressively diminishes 

these. Sorne sections of the civil society are also increasingly 

threatened with marginalisation and ruination. ConseQuently, there 9 

are popular calls for adjustment with 'human face 1 9 finetuning, 

modifications, sQuencing and phasing of adjustment measures to refle~t 

the realities and peculiarities of the Nigerian situationa The 

implementation of some of the suggestions could mitigate some of the 

harsh conditions created by the adjustment measures. It is likely 

that the programme would be substantially modified under a popular, 

democratic regime. However~ the very axiom of neo-classicism expressed 

in the erraneous conception that the resolution of the crises centres 

on the degree/or forms of market forces or state intervention, must 

be fundamentally unearthed and rejected. 

In my · view, the crises are not restricted to sectors or the 

': ,'\ 
economic sphere but also encapsulate ëther social, political and 

cultural spheres. The complex.interaction and simultaneity of the 

crises in the various. spheres !ecessarily demand a holistic approach 

tel their resolution. The. crises in the manufacturing sphere are also 

linked to those in the agricultural sphere and the specific policie8 

proferred to attenuate or reverse the crises 0 Policies are in turn, 
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not conceived or implémented in a po1itical vacuum. In a class -

divided society like Nigeria 9 a certain social consensus is needed to 

achieve some degree of success in resolving some of the complex9 and 

manifold crises. A major nroblem of the current S.AP has been that 

while promoting capitalist accumulation through privatization 9 foreign 

exithange speculation and subsidies to capital 9 it bas attacked the 

basic interests and aspirations of the popular classes; workers 

organisations have been smashed9 .unionists arrested9 employers 

arbi trarily dismissed workers and reduced wages. The programne bas left 

behind increased suffering9 repression 9 hardships 9 deepseated 

frustrations and des:pair or. the part of the majori ty working classes 

and other poor sections of the society. Under these conditions, social 

consesus could hardly be achieved unless by re:pression 9 which is bound 

to undermine the effectiveness of the consesus in the medium to long 

term9 if not in the short-run~ 

The solution therefore lies not in :proferring alternative( s) howeve~ .. 

technically sound 9 for these are to be implemented only within a certain 

social consesus by a certain catego:r.y of classes in a specific form of 

alliances as dictated by the circumstance. Consequently9 rather than 

jumping from the f:r.ying pan ·:o-,;tate intervention to the scoulding fire 

of the market as Mamdhani observed 9 i t is contended here that mass 

democratic control 9 ownershi:p and organisation of societal resources to 

deliver rewards to actual producers 9 eliminate prasitism and increase 

productivity would greatly facilitate the materialisation of a more 

humane society0 
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