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ABSTRACT

The Nigerian economy has beenggggglfed in crises since the early
19808, Various policy measures have been enunciated to contain the
orises; ﬁanginglérom Shaéari's austerity measures; through te¢ Buhari's
stringent stabiligation measures apd noﬁ Babéﬁgida's Structural
A@jusfment Programne, despite these, howevef, the crises seem to

intensify..

This studeeXamines thé background to Nigeria's Structural
Adjustmeht ?r@é;amme focussing specifically on the nature and origins
¢f the crises in the manufacturing seétor. The theoretical efficacy
of 8AP policy instruments/measures in the specific context aﬁd'backu
ground of the dévelépment of Nigeria's méhufacturing sector is examiﬁed
with a view to highlighting the oppor#unities and confradictions these
measures pro#ide,. Macroeconomic evidence on the empirical impact of
SAP on the marufacturing sector is surveyed, the major findings_of
‘which reveal yaziatibhs in the impact of the_SK% with big companies
especially the subsidiarieégéfiTragsnational Corporatiops_generally
strengthening and widening their:ASminanée‘and control of the sector,
while most §f the indigenépus sméli gndvmedium scale enterprises are
now having serious proklems of-adjﬁstments. Syme of them have beég
forced to close-down while gthers ;ontinue to face *hreats of cloéuies,

bankruptcies and reduced scales of operations.

The general levels of mahﬁfacfufing investment, employment}
production and‘capacity utilizaﬁion remain very:low,_ While prices ;
gndjpr§fits remain very high, domestic sourcing of raw materials,
deé%lopﬁént_of indigeneous fééhnd}ogy and sfrategic industries sudﬁ as
thé‘pngiﬁeering and éiectricai énd electr@hios, andAiron and steei
ih@aé%ries redéiVeuliﬁtle étﬁéﬁﬁian under the market ?egulated‘enﬁrion-

menti



CHAPTER ONE

BACKGROUND AND CONTEXT OF. THE STUDY

INTRODUCTION:.

This chapter dlscusses~the general background and context of the
study. Section one discusses the conceptual background,assumptlons,
basis and policy recommendations of SAPTae-developed within the Neo-

classical theoretical framework. Secfion twe revieﬁe”the crigis and
counterfcrisis‘measurée'leading to thé SAP in Nigeria, §ection three
specifioies the:research'p?eblematic as the impact of SAP on'the
manufacturlng sector. TSection'four outlines the methodology followed

in this study. Sectlon five clarlfles the scope of the s*udy.

1,1:0 SAP_IN DEVELOPING COUNTRIES: A CONCEPTUAL BACKGROUND

,5 anfem50rarily; the enduring and generalised crisis of World
Capitaiism has evoked a pattem of’%biicy resgpornge measures,
generally called structural adgustment programme (SAP) Infact the
deca&es of the 1970s and 1980s and by’extens1on the 19908 could well
be oalléd the decades of “BAP of the IMF-World Bahk type.

" Although the indugtrial economles of western Europe and North
America had structural Adjustments in the 1970s dnd early 19803,
especially with the emergence of 'ReaganomiCsG and 'Thatcherism;,
the scope and method of adjustments in these economigs differed from

the SAPs of debtor developingrcountries’(See Ndekwu, 1988:8),

The spread of SAPS, especially of the IMF-World Bank.type, in the
developing countries has been rabidﬁ;"Almost all of the Latin American
and some South Bast Asian_eeenomiES have been engaged in the
implementation of sSAPs, In Africa; although by 1979 onlv four covpvtries

- had a stand-by agreement wlth the IMF, by the late 1980 more than
thlrty Afrlcan Countrles had adopted stabilization or adjustment

programmes uhder IMF supezv181cpa(IMF Survey, August 15, 1988:26).
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Deweloping countries with serious balance of payment and internal
digequilibria unsvglly approéch the IMF, aé a lender of last or only
reéort, for support. The IMF provides 'éﬁpport' through stand-by
arrangements by whieh gn LDC member country is assured that it will e
able to borrow foreign exchange during a specified period and up te a
specified amount, provided the member abides by the terms of the arrange-
ment, called the conditionality.

~ The conditionalities attached to the use of the IMF credits vemsin
the most contentiong issues, (Killick, 198L). While a member's aoceess
to the ;:éé}%% é;:gggi ig automatic on request, and accesgﬁto first
credit and lower conditiénaiity facilities (such as the compensatowy,
buffer stock, extended, trust fund and the subsidy financing facili’tiea),
is subject te minimal cenditiens, aceess to upper credit tranches,
however, is conditional on the member satisfying the TMF that the oreddt
ig in support of an adequate programme of domestic policies designed §§
remedy the paymente deficits,(Killick, 198L). The IMF, however, has, in
this regard, a mandate to ensure that the use of its resowces by a
membér is linked to a viable balance of paymentg position. nermitting
scheduled repayment of the resources if advances,(See IMF, September,.
1987).

In ;ecent years, the IMF's mandate has been strétched to ensure
that the:adjustment programmes of highly indebted LDCs engble them meet
their e¥ternal debt obligations to Western Creditor Nations. Thiyg is
why a pre-conditien for rescheduling the debts of some LDCs is that their
ad justment programmes must be appreved by the IMF and the World Bamk#,

It is therefore not surprising that most IDCs'! structural adjustment
programmes came tp‘have more or less similar policy measures, designed,
primarily, to achiéve a wiable balance of payment position in the shgz‘»
medium term, all ether measures ame adopted to the extent +ha+ they

196¢
contribute ta Balance of payment viability (Killiek, 198ls NAskwu, 1,8’;



Obadan and Fkuerhare, 1988),

The'theoretioalwsimila:i§y3ofASA?é, alsq derives f;oﬁ t%e
theoretical assumptions that inform the articulation of SAP.
Befoie Qe discuss the pblicy'recémmendafions’of.SAP in general, it is
more appropriate t§ attempt a theoretical qénceptualization of

structurai adjustment, -This‘is‘partioulari&Aiﬁportant because some:

“eritiess have made distianion between_fﬁe_policy objectives of SAP

on the one hand, and the strategies of achieving these objectives, en_
the other, It has been argued, for instance, that the policy objectives

could be.in conflict with the strategies, or- rather different policy

strategiéé than contained in a particular SAP could be used to achieve.

the same ebjectives. In Nigeria, some of the eritiques of SAP centre
on the diéhotomy between what some éee as otherwise-good policy -
objécfi#és of SAP but wrong strategzies chosen to realize these
objectives in the condition of under-development, (See Dike, 1988s1,2;..

Ndekwu, 19883 Phillips, 1987)s.

CONCEPTUAL DEFINITION OF STRUCTURAL ADJUSTMENT{ﬂ.

In the conventional literature 6ﬁ development, the'deVelopmgnj

process has recently come to be seen as a continous process of .

structurgl adjustment, in which an economy acquires the capacity to
reproduce itgelf on an ever increasing scale.. Structuraliadjustment
entaiis'changes-or alterations in the patterns of productionm,
dbhsumption, investment and regource allocation in a giveﬁ economy,

It was noted, for example, that the transition from backward agrarian

‘production to modern industrial economy would entail considerable

ad justment in the pattern of productien,consumption, investment, trade
and even the soéial relations underlying these., Thus, so long as the
economy,as it functions currently, has not attained an optimal equilib-

rium, so long will there be need for sbructural adjustment, The need.
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fo@'struofural-adjustment aiiées, technically for any country, where
'theré'is peréigfent-imbalaﬁee between aggregate demand and aggfegate
supply,- (Killick 198& 2), a phenomenon which is said to be reflected in
perslstent balance of trade deficits, 1nf1atlonary pressures and deelining
grow%h dynamics. The imbalances mgy be.of a temporary nature; arising
from cycllcal fluctuatlons 1n supply/demand or'lt may orlglnate from
structural defects in the production mechanismg which clrcumstances make
the 1mbalgnces-long-runn;ng or persistent 1n,character,“ Short term,
cycliqgltﬁiuctﬁé%iqnszéraimbalancés-uSuallyhcall ?Qpﬁgorrgpﬁgyg or
stab%lizationvmeaéures, while #he_more persis%éﬁf or struetural imbalanees
‘oaii fér'§f¥ucfgxél'adjus£%ént measures. FBconomists are not égfeed asg-$o
when shortwterm.iﬁbalances become long-term imbalanoeé.

Further distinction has also been made £eﬁween SAP and planned . i
ad justment, while SAP is éééﬁ as a policy package désigped fo_deé} ﬁiﬁh
macroeconomic disequilibrid or imbalances, planned adjustment poliqies'
are designed to restore equilibrium, while minimizing any negative .
imfact'égdeVelopment objectives, Planned adjustment also requires
dellberate reductlon in domestic absorptlon relative to 1ncome, comblned
with suPply slde measure s deslgned to promote the production of eXports

and import substitutes (Killick, 198&:2);

Within the Wonteit of geheral economic crises in the Third World,
$AP has domb to mean a set of policy measures and ingtitutional
rqfofms_ @ésignedtto'restore.balande and’ growth in a depressed econemy. -

: SAP in IDCs is hardly a rem'll't» Q_vac,l;,elib,erate"' conscéious internal effor‘bs

tq restructure the sconomy,. Infact, -fdrﬁThird World debtor sountries

¥

Lo

SAP cqmprises of an artlculated progrimme and: pollcies for debt négotia~
tionss(OBadan and Ekuerhare, 1988° Ndekwu{*4988ﬁ‘Faber, 1989) An'LDC'

debts are. rescheduled snly 1f 1t pnrsues structural adJustment policiess
that link economlc recovery, ostensibly, with the restoratlon of balance

in the exé;rnal sectory .



1:1s2 " BASIC ASSWWPTIONS OF SaP

The artlculatlon of SAP derived from the theory of maor'—
economic policy associated with the works of Tlnbergen, (19560;
Mundell (1962); Meade (1978, 1982) and a host of others;SAP in its

currett version received its greatest articwlation.in Werld

“Development Reports (1983, 1986) of the World Bank, especially the
1983 publlcatlon, the analyses of whlch emphas1zed the mandatory
artlculatlon of SAP in debtor-LDCs The mode of artlculatlonfaf SAP
’emerged -within. the neo~keyneslen macroeconomlc pollcy framewnrk

Within this framework; economic pollcy'(ls a kin to war strategy)
requires a policy objective:function in which (i) the objects of
QQlicy are stated and (ii) the pélicy instruments for achieving the
iebjectives are alse stated The sPecificatiin of the policy
obJectlve functlon and ch01ce of policy ingtruments are all 1nformed
by the theoretlcal framewmrk of the analyst Generally, Keyne51an
and moneta:ist frameworks have been comblned in ecclectlc manner,

lbelt 1ncrees1ngly the monetarlst framework hasdcgme to domlnate
in the &es1gn of SAP (Nﬂekwu, . 1988) o ) '

The ordglnal deslgn of SAP dates back to the need to address
the tw1n problems of balance of payments deflclts and budget deflclts,
SUfferei by the developed 1ndustr1al economies, as a result ef the 7
external shocks of the 197©s. It was argued then that the balanoe Qf
payments deflClts (external ﬁnbalance) that arese from hlgh energy ‘
cests, created hudge‘b deflcrt (:Lnternal 1mbalance) Thus, ellmlna‘ting
thef%?St cause; (external 1mbalance) became the flrst loglcal pollcy
ebaeotlve, and then the 1nternal 1mba1ances. However, the S1multan91ty
and 1nter-relatlonshlps of the problem, requlred ch01ce ef pollcy
1nstruments to attack each of the groblems slmultaneousiy. Tbe;
mundelllan ass1gnment problem- the use of monetary pollcy to attack

o ik ,,;Vuw&}- o
external iaﬁglance and flscal pollcy to attack 1nternal;inhalance was

lnvoked However, 1t was later reoognlzed that multlple polioy
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1:3

6
prébleﬁls (M), require policy insbruments (W), (Naekwu, 1988:6),
ih thé hands:of the IMF and the World Bank, the design of structural
adgustment p01101es came to be ass001ated with -achievement or '
restoratlon of external balance as the.prlmary goal of economlc

policy,

THEORETICAL BAST S OF SAP

' There are basically two major theoretical strands of SAP.
The’dominant‘one=being the monetary approach te. balance of payments.
The bther strand is the so—called Absorptlon Appreach to balance of

payments.

According to the monetary approach balance of payments deficits
or surpluses reflect stock disequ111br1um between demand and supply
in the market for money. A balance of payment deficit occurs when
%he stk of mAney excdedis the demand for meney balances.
Essentially, any exga1319n of domestlc credit {money supply) leaks
abrﬁad resultlng in balance of payments deficit and reserve loss,

On the other hand, a surplué'in the balance of;payments occurs when
the demand for money baléﬁééé exceeds the money supply, |

. According to‘the IMF, the basic cause of balance of paymeuts
deficits is er?essive monetary expansion,m(IMF, 1985). The monetary
expansgion can’be from bank credit and or money creation, Cheap-money
(borrewing by f;rms,on tﬁé:éasyﬂiﬁ}7&@;-ex°e$Sive wage claims(due te
Ifréde uninen movement and government fixing of 'wages above their
market levels); government budget deficits (to finance subsidies);
and the unwillingness of government to euri"theée.expenditures and

Qr;raisetgges;and other ‘sources of monetary expansion, combine to

'Friﬁg ebbut increase in aggregate demand more than aggregate domestid

produotlon capa01ty cqguld cope w1th This translares into Qﬁh.ﬁqjgin

relatlve prioes and. therefore an overvaluation of the 1oca1 currency,



7 .
the effect of which would be to encourage import, discourage exports
énd induce capital movement out of the econonw,'lﬁag%eé cummulatively

eause balance of payments disequilibrium,

The policy implication of the monetary approach is that céntrgl
‘of domestic monetary and credit ex@ansion is a necessary and sQfﬁicient
balance of payments policy. The only purpose of other policies ls oo
speed up the adjustment process (Killick, 1984:10).. The IMF, theréfawe,
stipulates credit ceillings; credit squeeze; deflationary monetary and |

fisesl policies, and devaluation in adjustment programmes,

Another policy implication of the monetary approach,'is that
derived from the assumption that internal and extemnal imbalances ave
reeted largely in inefficient and distertionary government interventien
| in the allocation of resources. It is partioularly argued, that high
hudgetﬁdéficits to finance wide rangimg subsidies, céntrols‘imposed
en priceﬁ)interest rates (financial repression) and exchange rates/-
ﬁigh tariffs and quantitative restrictions have all created distortions
in policies and costs, thereby obstructing the market mechanism from
restoring balances at both the domestic and external levels,
Consequently, SAP ig an chored on the free market mechanismy there
“ls emphasis on shifting the pendulum of economic activity from the
public sector to the private seotor, to ensure that the forces of
demand and supply guide the economy towards an equilibrium, in-éhe:

S fare to OP.’L’-’V’“[
Palance of payments, and in resource allocation, along Barete eaptigal
levels, Specific policy presdriptiqns include cut back in government
expenditure abolition of consumer sﬁbsidies, tighter credit policies,
higher interest rates, trade liveralization, devaluation and greater
oontrols on wages and salaries,

The second majer theoretical bagis of SAP, is the Absorption

£ppreach which is also closely related to the monetary appreach,.



Gé .
The ébgogpfian'épﬁraadh analyses macroeconomi¢ behaviour on.the basis
of the relatithhip between residénts of one country®s expenditure on
domsstic and foreigh goods anduéervices on the one hand,gnd_their |
domestice income or the. activity in the national economy on. the other,
Macroeconomic’ equilibrium is achieved when the fotal flqwnof goods
and services ih %o the gconomy equals the total use, er absorption ;f
goodﬁ;and services, .If aggregate income exceeds absorption,. there is
a surplus in the balanoe of payments., Conversely, an excess of
absbrption over national income implies anAequivalent~deficit»on the

purrent aceount of the balance of paymenté.,

The policy implicati‘n of the absorption approach; is that défioit
in the current account can be reduced by a decline in absorption |
A(relative to inoome) or by an increase in production or both,

Politics in SAP, assume that it ig easier to reduce absorption than
increase productidn?(Obadan-and Ekuerhare, 1988:9). Thus, policies
advoeated includejreduction in public expenditure; through elimination
of subsidies, raising of takeég reduotiéﬁ of private consumption and
o%hef;aeéand”ﬁanagement policies, whibh directly affect absorption,
ihbréaséd fofeign regourde flows is sometimes recommendéd as oritiéal
to the édjus%men£ process, The basidé thrust of the policy measures

credit - .
expansion to

ig, hd%é%er, the use of restraint on domestic
cantrol aggregate demand for investible funds, imports and_féreigﬁ o
exchange, these would reduce pressure on external reserves and release
resources for the external sector to enable debtor LDC meets its debt
6bligations., There are other supporting policy measures, especially
expenditure switching policies, external debt management and supply
gide policies. Exchange rate mechanism is the majgr instrument for

switching expenditure from foreign to domestic oubtput, Growth of out-

@
put, however, does not seem to be a central objective of SAP,
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Supply side policies are pursued only to the extent that they Qdﬁid
lead %o :an improvement in the country's balance of payments,

(Obadan ‘and Ekuerhare, 1988).

The whole logic behind the structural adjustment measures is
simple, DéValuatioﬁ ié expected to discourage imports, promote
exports, whem capitai flight and attract more foreign investment to
genérg%e-mbre production in the medium tg 10ngrhn to offset the

shorb-rin inflation. Trade liberalization is to encourage efficiency

and competitioﬁ and thereby increase output and employment, Interest

rate deregulation and reduction in gnvernment expenditure as well as
privatization are expected to shift resources from unproductive,

inefficient sectors to more efficient and profitable sectors. Wwhile
realistie wages, involves diséiplining labour; weakening trade union

movement to ensure cheaper cost of production,

Having seen the ééneral background, assumptions, basis and ﬁolity
preseriptions of SAP, we will now turn to the specific articulation of

SAP" in Nigeria.

CRISIS AND COUNTER LgRI'siig;“ierAsILnjEé IN NIGERTA: THE STRUCTURAT
o £..) RPN
ADIUSTMENT, PROGRANME TN PRREPRCIIVE.

In this section we attempt to provide a general historiecal

baokg:ound to the gSAP in'Nigeri_a° The Nigerian economy has been

_experiencing a very profound crisis since the early 19803. The crigis

manifests itself in unbrededented levels of mass unemployﬁent,
declining real wages, spiraliiné inflation, growing capacity under-
utilization and increased indebtedness. These have led to a catastro-
phic fall in the'already miéerable living conditions of the majofity

of the working classes and other poor sections of the society.
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0f course, -the nature and dimension of the crisis, and the various

policies preferred by. successive regimes to attenuate it have varied,

The odlzépse of o0il prices in 1978, and especially in the eariy
1980s, exposed the structural weaknesses of the foundations of the
. Nigerian egonomy, Government revenue, for example waé reduced from
422,y billion in 1980 to $16 7 billion in 19871 and to a 1ower flgure
of #12,8:billion in 1982 (National Experts Committee Report, 1983).

o Government deficit rose from ¥3,7 billion in 1981 to #,,9 billion in
1982, The GDP, at 1977/78 factor cost recorded negatlve growth rates
of 5,9 and 3. u% in 1981 and 1982, respect1Ve1y. Agrlcultural output
declined in absolute termss fronlnh i bllllon in 1978 to ﬁ3.7 billion
in 1982, and in relative terms from 19 of GIP in 1978 to 1% in 1982;
(NEC :1983). Industries experienced sévere shortages of raw materials,
spare parts and other inputs, Average capaoity ptilizatiop ratesistood
at less than hO% in 1982, --Many-industries had to close down, othepsA
embarked on massive retrenchﬁeﬁt of labour. The number of people
employéd in the>manufacturing—industry declined from hﬁé;ééz in 1988,
té uh9,093 in 1981 and to 329, 741 in 1982 (Federal 0ffice of
Statisties, 1985).. The external debt rose £rom ¥2 bllllon in 1979 to

12,8 billion in 1981 and to #¥1l,7 bllllon in 1982 (NEC, 1983)

1:2:1 SHAGART REGIME'S 'AUSTER‘[TY ERA'

It was agalnst the background above that the Shagarl reglme‘
Economlc St_a.blllsa'tlon (Temporary P:qov.leo_ns_) Ac‘l: of Aprll,r 1982, ‘was
introducedt The Act provided foruaﬁsterity measures chapactérized by
import restrictions, monetary eoutrols and public eﬁcpenditufe cuts N
(see Oghonna, 198h) The measures were meant as sﬁort-term measures
to, restore balance in the country s balanoe of payments, reduce

) consumptlon of imported goods,-save forelgn eXChangeAand encourage the

use of local raw materialss
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The Shagari regimé féiled to implement-these reformist measures
seriously, - For instance, import licences were not only'bureaucratized,
but also given to mainly party stalwarté, touts and middlemen who were
hardly involved in direct business operations, but rather hawked them
to genuine importers, at exorbitant rates. In any case, even if the.
measureé were successtIiy-implemented, they would net have made any
impact given the fact that they were largely cosmetic and failed to

_ address the fundamental structural problems,

s

o AThﬁ%;'iﬁSPifé of the austerity measures, the crisis deepéng@.

The GDP further recorded a negative growth rate of L, in 1983‘3
Inflation rate rose from 7,P6 in 1982 to 23.2% in 1983, many |
industries as a reswlt of ghortages of imported iﬁputs closed down.
Retrenchment of workers in the private-sector continued, Some workers
had to go on half salary, while others were owed salary arrears for
months, Scarcity and hoarding further escalated price inflation,

The external debt further increased from #8,L billion in 1982 to

411,8 billion in 1983, (CBN, 1985). By June, 1983 the Shagari regime -
had started negotiatieng with a group of'Western orediﬁprs for the

- Nigeria's L
~ rescheduling of outstanding trade bills estimated at over
¥l billion. The creditor clubs, however, refused further credits to

Nigeria unless the country reached agreement with the TMF,

The Shagari regime enumerated some more stringent measures in
its 198l budget, such as; privatization of government parastatals,
imposition of new or higher fees for public services, reduction of
public expenditure, securing of a Werld Bank Structural Adjustment
loan and DMF balance of payment loan, so as to cope. with the worsening
crisis. The implementation of demand management measures amidst the
deepening crisis required an authoritarian regime far beyond the

authoritarianism of the Shagari regime. As General Buhari, the Head
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of the Military junté tha£ ousted the shagari regiﬁe in a military
ceup of 31gt:December, 1983,,n§ted,‘"the civilian government lacked
the will to tackle the(se) serious problems affecting the economy",’

(Buhari, Statement*sn 1985 budget).

BUHART BEGIME'S,SPABI LISATION ERA

The Buhéfi regime, therefore, as a 'corrective' regime, reviewed
and imposed in very draconian ways most of ﬁhé Shagari's stabilizatien
meagures,. Some:ingtitutional reforms alotig.,w:_‘gfh, counj:ér-—trade, massive.
rebrenchments of workers in both the private and public sectors were
purstied to reverse the worsening crisis and restructﬁre the economy
along-ef?icient state capitalist lines. Negotiabions with the TMI as

started by the Shagari regime continued.

Although, the Buhari regime had accepted most of the IMF condition—_..
alities for Nigeria, (see West-Africa, September 9, 1985 and the
Statement issued by the Presidential Committee on the IMF debate), ite
failure to devalue the naira substantially, remove oil subsidy, |
liberalise exbernal trades, and derégulate prices meant that it weuld

not receive the endorsement of the international caﬁital market,

‘The London‘and Paris creditor clubs refused to gustain Nigerials

credit lines. The regime could not therefore, collect the g2,5 billien
loan it ®adly needed to offset part of the country's debt and ree

open the blocked lines of credit, . The flow of essential inpubs was-

thus seriously impeded.. The productive capacity of the economy was

seriousgly constrained, . This led to sharp fall in the levels of ocutput

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

a further negative growth rate from L,lg6 in 1983 to 5;9% in 198&,

(cBN, 1985), Hoarding and profiteering intensified, and these

escalated the inflation rate from 23,2 in 1983 to 39.6% in 198k
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Tndustrial output declined by L% and 11,6 in-1983 and 198k,
respectively, Unemp;oyment increased from 1;@% in 1981 %o 9:P6 in
1985 (adeniyi; 1985). External debt rose from $11.8 billion in 1983

to g1l4.5 billion in 198L, (Ahmed, 1987),

The worsening CrlSlS, coupled with the collapse of o0il prices
made the regime to impose further its own stringent regulatory measures.
Thig, however, was met with greater opposition from the workers,
students and professionals. The regime became quite uwnpopular as it
sought to‘repreéé'iﬁ draconian ways all opposition.to its measures. |
The state apparatus that was used to intimidéte and représs the
people also became an iﬁstrdmgnt in settling some of the differences
in the supreme military éQuncil, (sMC). The divisions and suspicious

regolved

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

military coup in Africa, which ocecurred on August 2Tth, 1985,

BABANGIDA: REGIME' S STRUCTURAL "ADJUSTMENT PROGRAMVE

The Bébaﬁgida regime that emergedAfith.tﬁé Avgust 2T7th, coup,
promised to'gréékithe deadlock in the IﬁF'heééfiations with the ousted
Buhari régime; - The Babanglda regime, after proper' arrangements, |
1naugurated on’ September 25th, 1986, thevPres1dent1al Committee on the
IMF loans ;The:Commlttee conducted aﬁ'unprécedénfed ﬁational debafe
on the{desiraﬁ£iity or otherwise of Nigeria?s obfaﬁﬁing’ﬂé.s.billion
THE Loan., The oubcome of the debate was an emphatic and overwhelming
public rejec%ipn-Of the IMF conditionalities and loan”(see National
Concordg, Sep%embéf'éo, 21, 1985). The government was forced to
formally abandon 1oan negctlatlons with the IMF on December, 13th, 1985, 

(Afrlca Today, 1989:22),
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However, whilé:the‘débaté oh the IMF - Loan was in Progress, a
15 - month State of National”Ecdnoﬁié Emergeéency wass declared, und er
the Economic;Emé;genc& ﬁowers Decree No, 22,‘1985. Under the perioai_%'
of econdmié'emergeﬁéy; fﬁe regiﬁeihOpéd to ensure "strong belt -  * .
tlghtenlng to ghift attentlon from .Commercial +o productive act1v1tles.
The regime also sought to place greater emphasis on international
competltlveness and promotion of non-o0il- exports. These were to be
achieved through greater efficiency in public and private sectors,
decenﬁrgl;zatlop-of,dec1slon meking and avoidance of direct bu:eaup
crat§q contro1s in favour of, particularly for the public sector,
éﬂiOWing'fhe mhiket to gilocafewrésouroes. There were also proViéibﬁs
to mop up liguidity in the finaqqial system from unproductive services
like hotels, breweries and distiliérieé to more productive areas
notably rural developmenty with emphésis on agriculture — fed
industriéligatiOn}(see CBN, Annual Réport:and Statement of Accounté;t

December, 31st, 1985:11),

The 1986 budget clearly 1laid the pro-IMF picture of the
-Babangida“regime. The regime sought to restructure and diversify the
ﬁpfb&ﬁé%ive bage of the'economy'in'Ordgrmtaafeduoe dependence en tﬁe
0il sector and iﬁpor%sg Tt also sought to achieve fiscal balance ahd
balance Qf'paymenté'yidbility over the mediﬁm tefmvénd establish thé
'baéis for a suiféble;vnon—inflationary°growth path forhﬁhe Nigerian
economy . budéce

Aocordingly, the 1986Aprovided for reductions in subsidy on
petroleun produofé; cut ih subventions. to most.parastatals by about
50%, in}ppsi-fbii'on of é. 30% ~J'.‘mpo':r:'"l‘: lévy on all eategories of imports; the
incluston df‘mofe i4ems on the prohfbition Tist; the intensification
of the 1npor¢ llcen31ng scheme, the shlft 4n emphagis to ‘rural

'development° provision of various 1ncent1ves for the- promotlon of non-

9011 exports, contlnuatlon of the. gradugl. deprec1atlou of the ngira and
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the intention: ‘of dereguléting exchange:rates and prices; reviewing
the tariff regime, divesting the state of some of its holdiggs ands
liberalising the economyg“JMost of these'were-to formwpart of the

comprehensive structural adjustment package of June, 1986,

The sudden tumbling of pétroleum p}iééé to as low as under g10
per barrel during the first half of 1986, the underlying'struottial
contradictions of the economy, pressures from -the international

creditors and their domestic allies, all coﬁbined to reduce the scope

fgr manoévre:Nand therefore gave the staie an Added’ 1mpetus to:
negstiate debt reschedulinglwith the inﬁernational'creditoys.. The
latter, however, continued to insist on IMF'guaranteé; Whichiééﬁld
euly be obtained with the regime implementipg a strucﬁural-aﬂjﬁstmenﬁ
programne, The Babangidafregime in the cirgumstance, drew its loecal
variant of the,orihoddx st:uptural ad justment programme, 'in clpsg,
collaboration_with the IMF and the World Bank' (QBN,_AnHUél Report
and Statement of Accounts, 1987:30), without, however, taking the IMF
facility. . The World Bamnk, however, was to support the programme
through its lending facility, | |
»,The_Babangida regime,_thQ%;put in place a SAP, W@igh was suppesed
t0.last from July,;1986 to“June,:1988gl'SAE aceording to fhe rggimef
wagﬁintrodqged as a qedium.andvlong term policy package aimed at
altering and aligning gggrégate domestic expgnditureiand'productioﬁ
paﬁterns, S0 asuto:minimize dgpendence on impofts, enhance nqp:Qi1
exports as well as briné the economy back on the péth ;f steady,::
balanced. and non or.minival inflationery growth, It is.also stated
that the thrust of the programme is to achieve economlc reconstruction,
soclal Justlce and self rellance (see Federal Republic of ngerla,'
(1986) Struotural Ad justment Programe for ngerla July, 1986 - June,

1988, Lagos, ‘henceforth, the SAP dac;ment)
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In purSuance’of the aforemenﬁioned objectives the &P relies,
ba51cally, on the restructuring of relatlve prloes and 1ncent1ves as
a mechanlsm for 1nduclng shlfts in resource allocatlon in favour
of tradeables; the deregulation of publ;clsector activities and the

elimination of subsidies as a means of securing efficiency in resource

alloeation and reducing public sectem.deficits, the rescheduling of

“the ecountry's external debts and securing of greater foreign resource

inflows; The specific strategies of achieving-ihese,-COmprise of
frade and exoHatige liberalisation, id¥érest- deregulation; privatize~
tion and or commercialization, institutionalfreformsxend debt

rescheduling,

PROBLEMATIC: IMPACT OF. STRUCTURAL -ADJUSTMENT PROGRAMME ON THE

MANUFAC‘I‘UBII\TG SEC‘I@Rr

. . 9 -
In thls sectlon we dellneate the speclflc area the study 1s

concerned wlth the 1ntroductlon of the SAP has had a profound

1mpact on the eoonomw and society of ngeria. Never was.theré e
poldcy in post—colonlal ngerla that has been alsubaect of 1ntense.
and varled debate as the SAP. The Government has argued that the '
balance of payments pos1tlon has 1mprOVed- the GDP rosed from 1.&%
in 1987 to L. 1% and M% in 1988 and 1989 respectlvely. Productlon cf
non=01l exports like Cocoa, Cotton and rubber has 1ncreased thereby
ralslng the 1evels of rural employment incomes and standards of
11v;nga Imports of 1uxury cohsumer goods has been reduced The level
of industrlal‘capaclty‘utlllzatlon rate has 1ncreased. The country
was able to reschedule some of its accumulated debts and restore
internatllnal confldence on the economy‘ GOVernment however,
recognlzed that 1nsp1te of the 'galns' of the SAP, SOmev'inevitabiéi,

'undes1rab1e‘ 500131 costs of adgustments haVe developed and has
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egpecially the low income and vulnefable groups.

Some critics have focussed attention on the social costs of
ad justment and argued for some reforms or modifications of the
programme to suit the peculiar circumstances of a developing country
like Nigeria, (Ndekwu, 1988). While some critics argued “that the
objectives of the SAP are laudable and plausible they €uarreled with
some of the strategies and instruments for achieving these objectives.
Suggestions have been made-for_modifications, timing, sequencing and
phééing'of adjuétment measures, some complimentary measures were also
suggested, (Biefstaker, 1990) . S%il;iothers suggested for a return to
Keynesian prime pumping era (Aluke, 1989), Some radical scholars -
however, viewed the SAP, as a disaéter visited on the working classes
and other non-propertied sections of the society, while enhancing the
accumulation opportunities for the minority capitalist class. TFor
theée scholars the SAP is a bourgeois response fo the crisis of
Nigéria’s dependent capitalist 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, 1988s 1989),
Some neo-marxist scholars, have argued that the SAP is ﬁrogréssive‘ in
that it aims at dismantling the inefficient, state capitalist
model of accumulation in favour of a more efficient, andjaﬁfgﬁomoué’
model of capitalist accumulatiqn, Thigsthey suggested;-isulikely te
stimulate the development of pfoductive forcess; and gpﬁerate greaﬁér
working class struggles due to associafed hardships and suffering
which may eulminate in té a snoialist‘revolution (Obadan and

Ekuérhare, 1988),
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The majof focus of this study is the_imfact of SAP. on the
manufacturing sector, The SAP itself is anchored on the premised
that the manufacturing sector needs a fundamenfalVrestrhcturing to
correct the distortions in the exchange rate;, tariff regime and
domestic. prices that became acute in the late 1970s and early 1980,
Since the introduction of the SAP profound changes seemed to have
taken place in the manufacturing sector; industrial costs have gone
up by more than f}ve fold; forcing many"indusfriesftojfol@_qgr.A
retrench.workers-and intiodﬁce various ratiéﬁalizationﬂmeasqres,_
In the Lagos ares aloﬁé«aédﬁi‘?QO small businesses were closed
down in 1987, which according to some estimates meant that .about
25,000 jobs might have been lost in the process, (Firsthank>of
Nigeria Qparterlj Review, ~-September 1988; 7 - 123.- Average Qapaoity
utilization stood at 25% as at 1987 compared tq“}ﬁ%?ip the ﬁra—SAP'
year of 1986, According to the Manufacturers Association of Nigerta
(MAN), there was a huge stock of finished goods valued at over
¥T0 million, representing about 15 .of totallp:oductién from a-
sample of only 31 Coﬁbanies,.iﬁ 1987.5.it'is thus imperatiQe to
unravel the dynamiés of the adjuétmenﬁ*process in the manufacturing
sectors to highlight the opportunities, potentialities, and
contrad%%ibns tﬁrown up by'the SEP,. More fundgmentally questions
should be asked such as; What were the fundamenfal,prpblems in the
manufacturing sector before the introduction of the SAPj, And
whether the SAP policy measures adequately address these problems

and the possible future trajectory of the adjustment process in the

manufaeturing sector.
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METHODOTOGY

The sfﬁ&& is conducted within the eﬁei&tical framework of
Marxian polﬁi':fiical eccwony. It is acc-epféd:jhere that other theoretical
frameworks coﬁld also highlight the adjos£ﬁent procese; but greater |
ingight wi.ii be derived through the Maerxa.s"b analytical ffamewuﬂ%.
The latter framework insists_thai a policy-decigion like the SA?
mist not be seen in a political vaouum:but.agaihst»the baokground,
history, comfradictions and struggles in a'partioﬁlar'social formation.

Therefore, we" pmppose that capturlng the dynamlos of. the adJustment

process in the manufacturlng sector, oonsequent upon the 1ntroduct1‘h

of the SAP requlres an understandlng of the hlstorlcal emergence of
the contradlctlons and crises of accumulation in the sector and - the
specific roles of the state in regulating or mediating these, It is
contended here that the present crisisy to which the .SAP is a response
éé, h;; ife roots in the speéiﬁihmnature and patterns of Nigeriafs
inoorporatlon in to the world capltallst eoonomy. Cepitalist inodr—
poratlon of %he economy 1arge1y destroyed and transformed the pre—
oolonlal structures and processes»of accumulatxon, toﬁsngetthe
inferests of world cepitalism. Capitelist'eccumulation‘structﬁree
and sociél relationsvwere transplaﬁtearen-the yarious-pre;capitalist
modesg of producticn,o'Successive state policies-since indepeﬁdence
have taken the underlying structural deformltles and 3001al relatlons-
of perlpheral capltallsm as glven, and have sought to change them 1? '
fevour of the rising domestlo boprge01sie. - » “
The study, thereforefprooeeds by first, a review of the origins,
nature.andzdeveIOpment of the -crises in the manufacturing sector,
before the introduction of the SAE.*'Thislis.to provide an objective.
bagig for examining both theoretically and empiricelly the imﬁaCt.of

the SAP.on the :sectors
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econdly, the study then artloulates the SAP pollcy measures

with regards to the identified problems in the manufaoturlng sector.

ﬁ_Qhe efficacy of the measures with regards to the sector ;s

critically evaluated within the context and development of the

manufacturing sector in Nigeria,

Thirdly, an empirical survey of the impact of the measures on
the sector in terms of some specific indices of manufacturing

performance reiattempted.

oo e

Flnally, ‘some general conclusions are drawm T rom-the: study,

SCOPE OF THE SiUDY

'Brbadlyg‘theﬁe%udy covers the period from the-emergeﬁce:of
modern manufacturing industries in the period after the second
World war through the oolonlal and post—colonlal tlmes* (19&5 - 1989)
Subgect to data avallablllty, the emphasls is. on 1dent1fy1ng the '

general trend in the development of the sector.

The study relles on. data derived from the Federal Offlce of
Statlstlcs, Central Bank of ngerla, Federal Ministries, of Economlc
Plannlng, Flnanoe- Trade, Commeroe and Industry, Labour, Employment
and Product1v1ty, the organlsed prlvate sector llke the Manufacturers
Ass001atlon of ngerla Natlonal Assoclatlon of Small Scale Industrles.
The usual 11m1tatlons of” these sources, should therefore be Rorme in
mind, :Iﬁ:thé stu&y;feftempfs Have;been mede feﬂcerrohoréte sbmé of
Ehereoprces‘bytgresenting the data derived from them as alfernetive(s).
The study also usesthe research findings of .scholars both.published

and unpublished .and all-sources have been. scrugulously acknowledged,
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Finaliy:.it:shOUId'be noted that thé SAP- was only #&bout |
(L) four'years when this study was completed and comprehensive
data on the impact of tile programme. was still emerging, hence .
'ﬁhé évﬁlﬁétion is-neoessarily a‘prelimihary‘one'whiCh»ﬁe hbpe45

will provide a basis for further study,

[
s
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CHAPTER .TWO

PRE-SAP DEVELOPMENTS IN NIGERIA'S MANUFACTURING SECTOR.

INTRODUCTION.

.~A;-eséé;£ial éondit%on fer a proper eﬁé}ﬁétiopxof_the imp%ct
of AP oﬁxﬁigeria's manufacturing sector is %@Fha;e an'objecﬁive -
background reviéﬁ.of the pre-?AP_developmeﬁfs in the sector, Qith
a view to identifying the major problems in-the secto:,

Section TWO, reviews the speeific roles of the Nigerian State in

'£he'aéVelopmént‘0f the sector before the introduction of "SAP,

Section THREE reviews the growth and development of the manufacturing

.sector, Section FOUR concludes the chapter,

In this Sectibﬂ, a feﬁiew.isimade of the origins of modern
manufacturing industry in Nigerias; up to the independence era, so
as to provide a geheral backgrdﬁnd‘to the specifig,roies df fhe

state in fostering developmeht in the sector during the post<

ifidependence era.

Inspi%e of  their primitiveness, gi?en the low 1evéls_of
development of the productive forces éhd social relations, the
various prefcapitalist-modes of Q;oduéﬁion-in pre—colonial Nigeria
had their dynamics located within themi é%tdieé havénshown that the
pre-colonial Nigerian economy was an internally integrated production
system with agricultural and mining aotivities>providing the food
and raw materials reﬁﬁireﬁénts for interngl consumption, manuiaqﬁ-
uriﬁg activities, (basically of the hand craft types), and exports,
Symbiotiqally, the manufaeturing act%git%gs provided the_qonsumption

goods and investment goods requiréd.for interngl congumpticn and.

development of the productive forees,
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The symbiosié-between the different sectors formed the basis for the
internal development of commodity produ@tion in the pre-colonial era,
which was oriented mainly towards the meeting of the internal
consumption requirements of the economy, (Shenton, 19863 Ekuerhare,
1983). Theré.were of course obvioug limitations and variations.
The general trend, however, was that of retention of the social
surpiua within the economy for both productive and unproductive

consumption,

Capitalist penetration, ffom the period Vof the trans-atlantic
slave trade through colonialism)destroyed the centre of gravity of the
disparate social formations that were to make up-Nigeria, and
ingtituted a pattern of productions consumption and exchange oriented
towards the requirements of basically Britain, The transformation of
these pre~capitalist social formations was undertaken in phases
corregponding to the changes and transformation of world capitalism,
Firsf, these social formations were suppliers of slaves to the
plantation farms and mines in the New World and later with the
industrial revolution, through the agencies of imperial trading
Companies like UAC, PZ, SCOA, CFAO, JOHN HOLT, G.B. OLLIVANT,
iﬁdigeneous wmiddlemen and the colonial state, they were oriented
towards agricultural and mineral export production'for,'and importation
of manufactured consumer goods, from largely Britain and other
capitalist countries (Onimode, 1982). .The incorporation in to the
imperial circuit of capital resulted in the éubjugation of the pre-
capitalist mode of production and grafting upon it the capitalist mode

of production (Ekuerhare, 1983).
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'The'epeeifiolhature of the ineorﬁoiatien‘ireeeee bylﬁerchahta
eapital and the colonial. state -at the time when capitalism had
assumed a transnational character placed_serious:constrainte-on the
emergence and development of balanced and integrated capitalist
accumulationk The agents of integration, merchant eapital and the
solonial state were in Nigeria mainly to look fer raw materia;s,av
find markét?_for_industrial'cempahies:in_Eunppe, and generate profits
fer their capital. The colonial state through a set of policy
measures was:able to effect some major transformations. in the colonigl
economy, First, through the effective control and monetization of the
economys. introduction and or imposition of. taxes, establishment_oi'
infrast;uotural facilities like roads and rail lines, re-oriented
peasant agriculture towards the produotion of primary commodities and
their epacuatlon to Britain, Thls severed the raw materlal base of the
1ocal cottage 1ndustr1es, 1eav1ng them to elther atrophy or play a

subordlnate role in the colonlal dlspensatlon (Bangura, 1987 3)

.The colonial state, also, through diseriminatory taxes, laws
and even gutright military action, destroyed most of the cottage
industries like textiles and:1eather_industpieenthat sustainedithe
ggﬁzpet;tion_ with the cheap imports by the expatriate merchant fimms;.
(Smith 1979), - Most of the otherwise local enterprencurs, were
turned 1n tg or. relegated to 1ieensed Buylng Agents or dlstrlbutors
Qf»the:;mpo;teq“goods of the expatriate merchant firmg (Ekereedulu,
1980), : N o

o The most cruclal aspect of the colonlal transformatlon was the
disarticulation and destructien brought a}oqt by thetdls¥q2?loﬁ of
the#qhgé}al linkages between agpictltgre:and'tnduetry_ahd<the‘d;a§h N
af the social suiplus to Eurepe by the coloﬁial etate and.the | |
expatrlate merchant firms9 that would have been used for 1nternal

accumulatlon and development. Even though part of the surplus was
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colonial stat§, modern manufacturing was Hot' given dny engetivagemgnt.

s “B8ahien (1985) observed, *all Afrfcin’states were in acoordance with
= ol .

the Vorkings of the capitalist’ colonial economy turned: in £6 markets

fbf“%ﬂé constmptidn of"mahhfébtﬁféd*goéi"d o, the, metr0polltan o

countries and producers of raw materials-forieXPort It is this #gtal
neglect of 1ndustrdallzatlon by the colenlal powers which should P
chalked up as one of the most unpardongble indictments against — «.

colonialism, .It also provides the -strongest justification-fer-the

Yiew that the colonial perjed was the era of colonidl expleitatigm:

rether: than"the deve%apment of Afriea’, §£3Mkanddwiré,fi9883Wi).%"i

Forrest “(1982; 325) also, obserVed that the emergence e
modern manufacturing in Nigeria was discoura&ed;byuthe,gqlopiglzstate,

‘the.merchant, :banking and shipping monopolies and:later by the.

,operatlons of@the marketlng‘board system 1ch excluded ngerlan

mercgants and apprOprlated ‘shrplus. funds to London.{rggﬁgpﬁﬂggjwfgggh

102)
1nstance, of the.lot non—mlnlng forelgn f@rms operatlng 1n nge;"

as;. cocoa, palm kernel and} 11, groundnut, cotton and rubber. Only

£ive were inyolyed in menufapturing, . Byen §§e§§;w35%5n9¥;§%££i@ie@*ly
@9@%3??; Infaotdas ab the -end of, the. second world . vax there.was, ngt
9, single;modern manufacturing industry in g%g§§%?hgg%e%%%%@!%%%@é%*5

3
%
i

et opevelopmentsy howeverj both iithin’ afdightbiab Nigépidy [« -
necesaitafed the:cemencenent of.import substitution,industzializetien
in:Nigeria., - 4B the.one ?ﬁ?@miﬁh§%§891%8?95¢B¥9fi§akéli¥¥1%Hi%?ééiazaa

easons- 1ncreased
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for cheaper sources of raw~matérials and markets, especially after
the‘devasfation of the Second World war and the Korean War of
ﬂ9h9:6 53, which created shortages of nearly all raw materials, which
in tum created shortages of conéumer goods for exports from the
capitalist centres made "the British éuthoriiiéa prepared
to encourage import substitutien inAtheir,Afri§an:oountriesm

(Coulson, 1982:63).

In Nigeria, on the other hand, pressures for national
;'independence and economic development, balance of payments erisis,
oheap and non-unionized labour force, protectionist barriers 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 éhare of foreign invesbtment going in to manufacturing has
been rising from 17.3 per cent in 1962 to 22.3 per cent in 1967 and
28,6 per cent in 1971 when it surpassed the trading and business
services sector to become the second most important area of foreign
investment after the mining and quarrying sector, - By 1978, the
manufacturing sector emerged gg—the single most important area of
external private capital flowsy with the share of LL.71 per cent,

This was maintained in to the early 1980s (sge table. 1),
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2:2:0 THE STATE AND DEVELOPMENT OF MANUFACTURING INDUSTRY IN NIGEBIA:1960—1386

In this section we reviewed the spe01flc roles of the ngerlan
State in the development of the manufacturlng sector before the SAP,
Capitalist contradictions both within and outside the colonial
economy brought the peasants, students and the intelligentsis under
the banner of nationalism., and with the support from British trade
unions, to fight for colonial emancipation, political independence
under the nationalist leadership was to create better nqndition for
expanéion and consolidation of capitalism in all spheres of the
Nigerian Society. Economic development; industrialization in
particular, beca@e the most important item in the nationalist
programme aften independence, This was largely because in no other
seotqr was eolonial blockage to indigeneous accumulation so transparemt
than in the industrial sector. So the struggle for independence )
became closely linked with the right to 1ndustr1a11ze (Mkandawire,

1%81ﬁ

:The Nigerian bourgeoisie up to independence, was restricted by
the colonial state and foreign monopoly capital to the spheres of
produge buying, distribution and securing privéleged occupations,

In fact,‘at the inception of the import subsitution industrializatien
process and up to 1960, the Nigerian bourgeocisie was weak, small secale,
largely cnmmercial, fragmented and regional in outlook hence, it
cowld not par-take in the new sphere of accunulation (Forrest,i1982).
The absence of indigeneous industrial capitalists in addition to

other infrastructural constraints constituted
other manpower an@ﬁthe crucial soecial inheritance that were to ghape
industrialigzation and development in Nigeria, as in other African
countries (Mkandawire, 1988), I#% is the historic absence or
Inadequacies of the essential conditions for capitalist accumulation

that gave rise to the centrality of the post-colonial state in the
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Takle 1: NIGERTA: SECTORAL BREAKDOWN ¢F FOREIGN PRIVATE INVESIMENT, 1962 ~ 1982 (% DISTRIBUTION)
Mining and Manufacturlngi Agrigulture, Transpcrt and Building gnd | Tra@ing and o
Year | Quarrying and Processing Forestry and : Communlcatlon Constrwetion § Business Miscellaneous
1 : 4 - Fishing. .. .| - Services S

1962 | 36.7 173 2.0 1o1 T 38 38.4 w7

C 1983 | 3641 19,1 1.9 1.0 L2 37.2 s
1964 | L0.1 18,2 1.7 141 3.8 314 347
1965 -1 F L1k 19,2 1.6 1,61 5.5 25,6 5e1
1966 f k9T 17.5 1.1 1.5 202 2),.8 3.0
1967 | L5.9 22.3" 1.2 1.1 2uh 2l,, 8 2.3
1968 f L85 19.8 1.1 141 2.3 23.9 3.3

© 1969 4 L2 2’2';'2 143 13 2.5 26;2 2.3
1970} os1.l 22,1, 1.9 1,0 1.0 20.6 127
1971 |- 52,5 28,6 1,2 059 1.8 W1 1.5
1972 | 5.7 22,7 9.6 0.8 2.2 15,14 3.6
1973 | 525 ©3.2 8.1 C.6 206 16,7 440
1970 |- L5.3 38,7 141 1,2 3.5 17,7 2)9

1575 | b2 22,1 0.8 e L9 25, L2

1576 39,0 23.6 0.9 0.5 5.2 264E 3.6
1977 | 43,1 278 3.0 tio i3 1L, 5.
1R | T bhsa 4 b 1.9 7.8 18.3 9.1
1980 | 18i7 41355 3.3 - 1.7 8.9 19.2 o1
1981 1h.C L5k 3.2 1.8 8.7 20,1 6.7
1962 | 18,1 35.7 2.2 1.3 7.8 27.6 7.3

NOTE (1) Activities 1ncluded under mlsoellaneous"embrace those carrled oat by consultancy flrms, sub—contractors

engaged in seismic eperations and the provisien of boats and materials to off-ghore. drilling companles, banking and
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development process. The post-colonial state was to. provide the.
environment and support for private capital accumulation; infrastracture,
public utilities; fiscal and monetary incentives, industrial estates

and layovtsg, - The state was to take over,-thé Commanding heights of

the economy or be !Jointly involved in accumilation (Porrest, 1982:328).
Scholars, mainly of the Sussex’School, .have referred to the posgt-.
colonial state as a developmental state in vieéw of the role the state
has‘come to assume in the accumulation process (see IDs Bulletin,

Vol 15, No, 2, 1984 and IDS, Bulletin,. 1986).. sStructuralist and
Keynesian theories were to provide the theoretical ;ationalizations

of the post-colonial state functions of providing and promoting
conditions for accumlation in general, In the remaining part of the
section we attempted a review of the Nigerian state pdli&ies towards

. the development of the manufacturing sector since independence.

: o V51 '
Forrest (1985) has argued that the 1% process in Nigeria

involving the establishment of capitalist social relations of 
production and consumption was not part of any planned, -coherent
strategy of‘industrializatipn. The egsgential features of the IgY
strategy in Nigeria could, however, be iaentified. The policy
objéé%ives of the IZT sﬁrategy as articulated in the four periodiec.
national development plan documents; 1962 — 68, 1970 = Tk, 197k = 80
and 1981 - 85; have remained basically ass - h
i) rapid growth and diversification of the manufacturing industry;
11) Nigerianizatien of both ownership and operation of manufacturing
industriess
iii) even ge®graphical $pread of industries; and

iv) rapid increases in manufacturing employment and income,
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These objectives are congistent with the nationalist objectives
of eXpans1on and consolidation of spheres of . capitalist accumulation
in general, the development of domestic bourge01s1e and a more
balanced accumulation pattern at both sectoral and regional 1evels.
Accordingly, the various state policies havetentailed°

i} - the proV1s1on of the necessary env1ronment and support for
capital accumulation on an increasing.scale;'
‘¢ii) the promotioﬁfof local capitel accumﬁlstionxin the mahufacturiog
sector; |
iii) the regulatlon of the accumulation process so as to ensure a more
balanced development at both the sectoral and regional 1eve1s.

These measures are closely related but we take each in turno

First, the state provided the neoassary infrastractural facilities
for industrial accumulation through the construction and management of
ha.rbours9 airports, highways, rallways, electricity and water for
inddstrialvuse. In addition, the state provided housing estates
éducétion, hospitals and hotels which were generally appropriated by
capital More specifically, the Nigerian state embarked on the develop-
ment of" industrial estates all over the - country which could be rented or
used free of charge by 1ndustrialists. These estates 1nc1uded 930 acres
at Apdpa, IJora and Iganmu and another 1,970 acres industrial estate
covering Tkeja, Mushin and Ilupeju in Lagos. 2,100 acres in Kano,
uKaduna, Zaria, Jos, Ilorin, Gusau and Maiduguri, wﬁile io the Eastern
Zone, the state developed over h,1OO acres in Bnugu - Aba - Port—Haroourt
‘areas (osagye, 1981),; The development of these estates, of eourse, at
the eXpense of other sectors like agriculture, education and health
was supported by huge capital expenditures on transport, oommunicatlons,

electricity and water supply,



Sé{'c;mdly, ff_le state }p‘rov_:_ldee.i véri@us fiscal and'monet'ax& incentives
+9 eﬂe'oi;ralge foreign J‘;r:f‘jrestment and fhe ,devélopment of domestie
manufasturing, 'Thes'é i;xv:.slli&e-- 4 A

i) ‘the pieneer industnes ordlnance of 1952, which exe:npted a
eampany wmth pmneer status from preflt tax during the first two
. years of its operatlons and for further one.to three ’yeazjs if
~fixed eapital expendlture undertaken by the campany had nét -béeﬁ,
. less than #¥306,000 or ¥200, OOO respectlvely,
i;);j_'bhe industrlal development (income tax relxef) oxdinance of 1958,
extended the pez-lod over whleh the tax holidays ceuld be cla.lmed
and alse h.berallzed the prodedure for granting pioneer cert iseben,
ui) the approved ‘11888 scheme’ ‘througb which government gives s’ll'bsidlé&
te indus‘brialists. Under the ai'pi%wred-uéér scheme,u-for exéﬁpié{ '
between Sep‘bember, 1979 and July 1982 the Federal GQVernment, gave
subsidies to a mumber of industrial g:coups to the tune of

3936 515;535.001{. These groups inciuded: '

Foed Mllls ’ B 'ﬁ99,002,121 OOk
Puly and Paper : 115, 686 155, oo
Textiles Industries 171‘”,,_1n1,;.1’oo.00-
Biéb}ei'ies aﬁd Sof‘t Drinks: .Indﬁéf"i;‘rie:'é-' B 7,..678,"299-'.00
Alr conditioning and Refrigeration | 221,531,75&@0
Building and Metal Materizls =~ 4 73';7.26,691;_.99#;i»‘
Chemd eal Predusts o . | 63,7_89,270.05
ahd  Gas oil and Plastics ﬁanufé.cturing o 18u,ooo 00.

(see Keynote address by the Minister of Indus'brles, A. A. ONTYANGI,
te the Workshop on Local Raw Materla.ls for ngerlan Industrles, Badaga'r'v

L - 6 July, 1983)
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iv) the govesnment also provided iﬁitial'capiisl allowahée ;né
depreclatlsnlallowance for investment on equlpment duty rellef on
1ndustr1al machlnexy'spare parts and raw materlals. The company Income
Tax Act of 1961 allowed the following generous concessions and rellefs to
companies; initial allowances were given for the following expendlturesg
industrial EUildings, 15 per cents, vehicles an& machinexry 10 per.sent°
Anﬁual allowaences cal¢ulated on declining basis were.10 per cent on
industrial building, S per cent #n other buildings,—TZ% per cent on plant,
machinery and Mining }aéilitiesg_-Companies could claim without limit tax
rebates in respect of losses (unlimited carry forward of losses) unfil.
April 1976, thereafter it was 1imiteé to L years in the case of manufas-

turing (CBN - BEean, and Fin, Rev. Vol.19, No.2; Dec., 1981),

Thirdly, given the weakness of the'indiggneoﬁé capitalists vis=a-vie
fozeign eapital; the gtate had sought te provlde and promote condifibns
for the development and consolidation of indigeneous industrial capitalists.
Riéhf feam the perisd after the second world War, the colonial state start~’
previding assistanse’to Nigerian capitalists in ths fo:m of soft loans ana
direct equity participation in projects. The surpluses accumulated by -
the varieus eommodity marketing boards, supposedly to be used to protect
the peasant producers fram the vagaries of primary cemmsdity markets but
Ewhieh were never actually used for this purpose, becams the major source
of finaneing infrastructure, manufacturing and ofher activitiss.. The
regignal develbpmen? corporations wexre repsrted to have held about
£S,Sf7,6oo in equity in indigeneous firms and advanced about £7,913,300
in leans to ﬁigerian capitalists (Welleiner, 1966). |
Further, threugh Bevelopment Corporations like the NIDB, NBCI NACE
and a host of ether investment corporations encrmous resources were made
awailable to leoal capltallsts. These corporations and other publlc
enterprises were,'infact, fertile leads for corrupt ?ractices whioh.fuellf

the accumulatien of the emerging domestic bourgeoisie, The mumerous prcV
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‘reports oonﬁueted at '%r,ariousiieveis,. as far back as the 19%0s, t>o@a'te,§
ﬁaVE'shown that public.cerﬁorations functioned as the milkecgwe of the
growing domestlc bourge01s1e, which came to rely on the state and its
1nst1tutlens as one'means of reproduC1ng and multlplying itself

(Olukoshi 1987 10)e

The-state, also advanced eccurtlation opportunigties of the
indigeneous capltallsts, especlally w1th the expanslon 1n oil revenue
aeeruelng-to the sgtate 1n the 1970s. Under schedule I of the ngerlan
Enterprlses promotlon (1ndlgenlzatlon) decree of 1972, the state B
sought to véserve categorles of the retall trade, dategorles of service
and small s8ale manufacturihg exalus1vely for. the domestlc bourgeo:.me6
Under sehe@ule-II_eerta;p.epﬁerprleeS‘w1th capital in excess of ﬁhOO;OOC
or ‘a turn ever above one million naira were reéuirei“te gecure at least
19 per cent local eqﬁit& participation, (Forrest;:198é:366L7),

The second'phase of the Nigerian enterprises promotion decree, requiicu
fhe exfension of Nigerian ownership by equity participation; ”There were
three schedules coverlng full majority and minorlty ngerlan owrersnrp -
whlle large enterprlses like UAC SCCA, P.Z and John Holt were |
exemptedﬁfrog schedul'e I,ﬁthey were requlred to extend Nigerian partici-
paf{%n fromVﬁé per cent to 60 per cent,. The third schedﬁle was:  for

foreign eapital majority equity parficipation.

. e 1972 and 1979 indfgenization decrees affected about 611 and
'1;009 eempanies, respectively (Smith end Sender, 1986:87). .8n the whole
»ﬁhéxihdigenieatioh deerees eccomodafed the-inferee%s ef"foreign‘Eapitalg
Given the weakness of the domegtic bourgeoisie, the state was only able
to restrlct some areas for the domestlc bourgeoisie, while foreign
eapltal was able to seoure contacts and information, from top c1v11

dervants and strengthen its posltion (Forrest, 1982),
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The state. also-prov1ded prctectlon for local manufacturere, through

trade policies in the form of tarlffs, quantltatlve restrlctions and
exchange rate management The tarlff reglme, has generally been blased o
in favour of consumer goods and agalnst capltal and intermediate goods;
reflectlng the class character of the IESI in ngerla catering for the
SpGlelc requlrements of the mlddle classes. In 1967, for example, the
hlghest Norminal Rate of protection of 80 8h per cent was offered to the
consumer goods category, within this category, alcohollc drinks, cOSmetlcs
ana perfumes an& tobacco attracted the hlghest protectlon of over 100 per
cent, while meat products, mlscellaneous food produdts, clothlng and
'textlle, s0ap and goap products, matches, migical 1nstruments, clocks and
watches, radio and radiograms, cameras and proaectors, attracted a normlnain

rate of protectlon ranging from 58 per cent to 75 per cent (see Oyeglde,
1975 Ppe- 52-53)

The intermediateigoods category attracted a-nominal rate of
protection of 41,25 per cent compared to the average nominal rate of
protectlbn of 80,8l per cent glven to  the consumer goods category in the
same year w1th1n the 1ntermed1ate goods category leather produsts, rubber.
proceeming, plastle ‘wares, and ceramlc and tlles attracted the hlghest
nominal rates of Ty 66 . 643 66, 6}% and 9% respectlvely while the other
goods in this category attracted an average nominal rate of 37;3 per cent’

(see ®ysjide, op. cit.)e..
The capital goods categprytin 1967 attracted the 1owest'a§erage
nominai rate of protecticnfof:B“h2‘per*cent with motor vehicle assembly,
blcycle assembly mi scellaneous metal products and offlce machinery haV1ng
respectlively.
20, 10 -and. S_per cent protectlon,§{$he other goods in this category iike
electrlcal equlpment, glass- products, aluminium products, iron and steel

products, metal wire and non-electrical machinery attracted zero per ceht

porminal protection (Oyejide, op. cit.)s -
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The Net Effective Rates of protection for some selected Nigerian
Manufacturing Industries in 1977 and 1981 also coﬁfirméd.ﬁhe‘conSis%enﬁ
biagedness of the tafiff-st;ucture over the yééfs againgt capital aﬁd
inte:qediate goods, whilegfavouringzéonsumer goods, For example,
assembiy;industries;and industries processing imported raw materials
aﬁtfacted,NERPQéf3235.8~per'centAana 66:8. peri cent in 1981 respec%ivély.
Export oriétited industries, and ihduétriég;pfoceééing dbmesﬁié vl
materials and agro-allied industries ééﬁeraiiy‘afﬁradtéﬂ hégafivé
effeative rates of ‘protection of - 1541 per-qent,-—»3®.9-per cent ahd

e 14,7 per cent respectively (see Table 2).

The state was also able to support local manufacturers through an
over~valued currency to 1mport machinery, spare parts, raw materlals
.and foreign expertise to expahd.thejrgr process. For example, the real
effective exchange rate mqréifhan~double’from 56,1 percént in 1973 to
113.7 per cent in 1982,I(Yahaya, 1990:22), The apprec1atlon of the
" exchange rate was to prov1de an effective incentive to expand the level
of domestic manufacturing output especially againétzthe background of

restrigtiqns iﬁithé'importation of finished goods,

Tﬁé state,:apart from ﬁroviding énd promoting a conducive atmosphere
for manufacturing production, also participated directly either throﬁgh
own investment and or through joint ventures with foreign capital and
or domes?ig bourgeoisie, The state was to taﬁe over £he cpmmanding
heights of the economy or participate in areas considered:crucial for
the growth and balanced development of the economy, ‘where due to high
epﬁrgprehegrial rigks, or 1ittle returns private capital could not
véqtﬁrel the state was to open-up these areas to hand them o#er;”éfter
they:ﬁgng_established and private capital”mﬁsf have developed to take

aVeTrs
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Table 2: NET EFFECTIVE RATES OF PROTECTION FOR SELECTED NIGERIAN .

INDUSTRIES,

Industry

1977

- 1981

Ao

B

Cs

AD.

jgro-Alli ed Industries

Mineral “and Forest based

‘Industries producing construc-
418h materiars
. Metal working and Engineering

: Industries

Expert Oriented Industries
Industries processing domestic
Raw Materials..

Industries P#Q;éssing Tmported
Raw ‘-'Matt_e\r?la.i;s

Assembly 1 ndustries

- 6.
- 1043

| 19

- 22-%

-l

6. M%
9.1

a6
SRERT

- 3%

50.8%

39.%

66,95,
21508

SOURCE: " Adapted from Ishrat,. (1987:109)s.
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As at the end of 1977 for example, the Federal Government had
majerity shares in six oil companies, feurteen financial institutions,
forty-one manufacturing firms and sixteen public corporations whose
activitieg directly or indirectly affect the performanec of mamufacturing
establishments, The magnitude of Government Investment in loans, graﬁts
and equity in manufacturing businesses was put at nearly 2 billion as
at the middle of 1977 (adeboye, 1981:6L)., The expansion . in oil
revenue greatly increased the level of state direct investment in
ﬁanufacturing at both the Federal and State levels, For example, évér
the_5975 ~ 8l period, federal expenditure in industrial projects
totailed about 7 billion, These weré concentrated in capital‘intensive
.projects; including basic:iron and steel (50 per cent) petroleum products
aﬁd ﬁetrol chemicals-(zh per cent) pulp and paper (10 per cent) cement
(3 per cent) and other industries including sugar agro-allied procéésing
indﬁstries,'§ehicle assembly and engineeringAgoods; 13 per cent;

(Ishrat, 1987:95).

_ Where, local capital was téo weak to venture due to high capital
requirements or where it was considered very crucial for an integrated
and_balancgd develepment or for national security state participation
toek the form of parastatals; to rectify these inadequacies in the
accumulatien process. These include, the Associeted Ore Mining Company
the Nigerian National Petroleum Company the Ajackuta Steel Company,
the Delta Steel Company, Federal Superphosphate Company, National
Fertilizer Company, the Nigerian Mining Corporation, the Nigerian
National Paper Manufacturing Company, Newsprint Manufacturing Company,
Nigerian Paper Mills Limited, Jos Steel Rolling Mills Limited, Katsina
Steel Rolling Mills Limited, Oshogbo Rolling Miils Limited, the

Nigerian Security and Minting Company and the Defence Industries,
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The state had also 1nvested in a number of big manufacturlng"
concern in partnershlp with forelgn capltal and in some cases
1nd1geneous capltallstso These inoluded the automoblle assembly plants.
the Electrlc M&ters Cempany in Zaria, the ngerlan Machlne Tools lelﬁed
in’ Oshogbo, New ngerlan Salt Company Limited, Nigercement at Nkalagu

the Nigerlan sugar Company at Baclta and many others, - . ﬁ“  ' f_},..

'The upshot of this section ﬁas'Béen to show, a'b a macroeconomic'leifbl.

sote of the varlous ways the state in ngerla, since- 1ndependence up to

the perlod before the 1mp1ementatlon of the SAP attempted to prov1de

and promote conditiosns for modern manufac%urlng prdductlbn, the
emergende and consélidatlons of ahi indlgeneous bourge0131e and thé
general develoyment oFf oapltal;st gocial relations of productlon.
The next sectibg>éxgmines the sPeoifié macroemonomic outeémes of the

state policies in the manufacturing sector;“.

GROWTH AND DEVELOPMENT OF NIGERTA'S MANUFAGTURING SECTOR: 1960 - 1985

This section.feviews the growth and developmeﬁ%;of the Nigerian
Manufacturing Sector before the SAP. Specific mgcroeconomic variables
cons,ldered 1nclude° Manufac:‘burlng Share in 'bhe GDP- ou'tpu'b compos1tlon,

manufacturlng employment it@orts and expor'bs.

MANUFACTUBING SHARE IN THE GIP,

The share of manufacturlng in Nigeria's GDP has grown steadily
since“"i-hdebéndenc_e° At 197h constant prlces, “the contrlbutlon of the
manufacturing sector to the GIP grew from 3 h per cent in 1960 to h 6
per cent in 196§ Import and foreign exchange controls durlng the
éiﬁil war perié&- 1967 - 1970, outside the Blatran reglon, brought
hlgh capaclty utlllzatlon and growth, (Forrest 1982 328) hence |
manufacturlng as percentage of GDP rose from h 7 per cent in 1967 to

5.2 per cent in 1970, Howevep! during the 0ivil war investment in



39
plant and machinefy was severely ai‘fec‘l;ed.y copsequeﬂt;y? ;mmediatgly
after thé war manufacturing output at 1974 constanf priQPs fell from
- %530,7 million in 197¢ to ®51L.1 mllllon 1n 1971, correspondlngly the
share of manufacturing in the GIP fell from 5.2 per cent in 1970 Yo

L per cent in 1971 (see Tgble 3),

Prom 1972, however, the contribution of the manufacturlné secﬁor
to the GIP has been on the increase from 543 per cerit in 1972 to 7 6
in 1976§ Generally, slnoe the end of the 01V1l war the average annual
growth rate of the manufacturlng sector has been rapid. The average
growth rates over the perlod 1970/71 = 197L/75, 1975/76 = 1979/80 and

1980 - 1982 was %%, 15% and 12% respectively (Ekuerha.re, 1983)

Compared to other préducti®e sectors of the economy, manufactu.ﬁih'g
activity has been the most dynamic produgtive:activity: For examﬁié;
whilst the agricujtural and crude petroleum gettors between 1973/7h -
1986'recoraed negative annual grgwth rates of 1;6 per cent and 2 per
cent in real terms, respectively, The manufaotgring_gector'recorded
an aﬁﬁual growth rate of 9,5 per oén# in real terms during the same
decade (Ekuerhape, 1988:6)._'§y 1982, however, the growth rate collapsed
and industriagl decline has continued to be the most conspioﬁgus
manifestation of the econemic crisis Nigeria has been excruciatingly

experiencing (Ekuerhare, 1990:18).

A comparative study of the contribution of manufacturing to GIP
in 1970 Shqweérthat ﬁigeria lagged behind a nuﬁber of African countries
on comparati:v‘el'y similar levels of development, Whilst the contribution
of thé manufacturing éector te the GIP at 1970 factgr cost, in 1970 waé>
22.Phs 21, Fhy 11,663 11,93 11.8%3 and 10% in Egypt, Ivoiy'Coast, Kenya,
. Senegal and Tanzania, it was only 8,3 per cent in Nigeria in the same
yea;,A The share of manufacturing in the GDP in Nigeria that year was

less than the average total share of 11,5 per cent for all Africa
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Table 3: Nigeria: The Contributien of Manufactﬁri_ng Industries to GDP

(1970 - B7) at Current-_Factor Cost,

Year. Tetal GIP valué of Manufacturing Percentage of
L cwmned)  BLIC o e

*;5,,19*7‘9"/71: 5,281, - .37'8-.u | 732

| ii‘é%'wz | | 6,650.9 . 1y15,8 6.3

i f97?/734 jig_ 7,187.5 511.1 . 741
19T3/7h  10,9%0.7 196.9 R
19T/75 18,298.3 - 661.2 3.6
1975/76 20,298.3 },170;u¢ : ;{5‘6
1976/17 26,685.6 . 1,46L.3 : s
19T7/18 31,283.L  1,555.0 | 5.0
1978/79 344002, 2 - 2,317.9 . : 7.0
1979/80 - L1,97h.7 3,815.6 ' 9.1 .
1980 18,538.6  L,068.4 8.3
1981 . 50,658.3 . 4y 934.5" : 9.7
1982 53,859., - 6,129.2 TR
1983 53,347, 2 - 5,951.8 1.2
198L ~ S5,2h9.2 £,016,7 9.1
1985 75, 470.0 L4230.0 5.7
1986 77,900.0 7,3L0.0 | %4
1987 , .79,280.0 7,660,9 » R 9.7

SOURCES: = (1) ¥OS, Annual Abstract of Statistics, various issues

(2) CEN, Annual Report, Various issues,
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Y
excludlng SOuth Africa (Rweyamamu, 1980 LLS); Even in the 1980s,

twe decades after 1ndependence the share of manu.facturmg in GDP

Llowered around 10 per cent- Wlth ngerla trailing behind countﬁles

like Egypt, Kenya and Ivory Coas’b whose respective shares of
manufacturing in GDP were between 10 and 15 per cent {UNIDO, 1983

of Nixson, 198l:12),

OUTPUT COMPOSITION OF THE MANUFACTURING SECTOR.

The eﬁtput structure of the’ Nigerian Manufacturlng Sector has
been heawdiily blased in favour of consumer goods, espec:.ally nbn-
durable, The food beverages, tobacco, beer, splrlt and textile
industrial groups domlnated the structu:ce of mamufacturing actimty.
These 1ndustry groups alone .were responslble for 51. 5%; Ligss hB.f%,
L54s 35.1063 and 37 P of manufacturlng value added in 196h 1975,
1978; 19805 1982 and 1983 respeotlvely!_ (see Table L), . The h{gh
concentration of MVA in the .oonsum;er-%geods'"'sector shows the backward,
and underdeveloped nature of the m‘e;nufacturigg sector béﬁsgajo_‘n agro—-

processing and labour intensive productien techniques.

®

Al'though .durable consumer goods industries sueh as. veh::.cle, TV
and radise, a,lrcondltlog. a,nd refmgerathn assembly began to expand
especially w;th the monetlza‘thn of 0il revenue in the mld-‘|970s,
the impact.- of these 1ndustr1es " total manuiacturlng va.lue added
remainjs._, insig_ni.ﬁi-cent;r _»',I‘he share -of’ the chemicalproduct sub-sector,
in:'the. MVA, however, has. .generally increased from 9,8%4: 196l to 17, %,
11, g%, 23.%% and 22 in 1975, 1980 1982 and 1983 (see Table L), ”
This. 1ncrease was due to the I‘apld growth of pharmaceutlcals, soaps,

detergents and cosmeitics in th'e Nigerian economy, than to an

increasing presence of basic industrial. chem'ie'alis {Ekuerhare, 1988:6)..
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The share of capital goodg industry groups; comprising of
Basic Metals Machinery, Blectrical Equipment Transport and EQUipment,
in the MVA was 10,8, 10%, 13.9%, 29. 7%, 11.263 and 17,186, in 196)4,

19753 1978; 1980; 1982 and 1983, respectlvely (see Table L).

Thus, although the share has been rising, it haS'been dominated
by transport equipment, while the real engiﬁeefing sutesectoré 8f
maoninery 4nd ﬁieafﬁical and ﬁquipmeﬁt,acooﬁnféd for 6h1y”045%; 2:8%;
and % in 19645 1980, and 1983 respectively (éee Table h55 infact,
the growth of the transport (equipment) sub-gector was due more £5
increaeed assemblying of imported CKDs in the automobile and tehicle

assembly plants,

' STRUCTURE OF MANUFACTUBING EMPLOYMENT

The number of people employed in the manufacturlng sector has
grown, for example from 145, LLS in 1975 to 175, 287; 2Lk, 2L3;
2715685; and 325,hgp in 197L; 1975;_1976‘and 1977, respectively,
Manufacturing employment, however, declined from 32&;&&0 in 1977 to
305,495 and 294,245 in 1978 and 1980 respectively, when the first
gigns of the crigis in the Nigerian econouy where experlenced
follow1ng the decline in oil arices in 1978, Although manufacturlng
employment rose by about 53 nef cent from its 1980 level to
hh8,679 in 1981, with the onvset,;f the crisis in the economy, it
continued to decline to 329,70l in 1982 and to further 322,396 and
311,713 in j983 and 198L respectively (see FOS Industrial Sﬁrveys
various Years).

The. employment structure of the Nigerian manu.facturlng seotor

‘ has been generally low and concentrated in last stage productlon

involv1ng flnlshlng, packaging and assembly aperatlonse The food

beverages, tcbaoce, beer, spirit and tcxtlles domlnated the employment
structure. These lndustry_groups alone emplayed the largest

B
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"Table 4z Structural change in Nigerian Manufacturing 1964 - 83

SOURCE: ¥0s, Anhua,l Abgtract of

Industry Group % Shage of Value added % Share of Employment
196l 1975 1978 1988 1982 1983 | 1964 1975 1978 1980 1982 1983
Food and Beverages 29.8 16,9 1.4 9,2 140 12,5 16,0 19.0 15,5 1L.9 15.9 12,8
‘Tobacco, Beer and Spirit | 15.5 10,9- 12 26,4 13.1 1h.7 5.8 L3 5.3 9.1 5.1 6,0
Textiles | | 6,2 16,2 145 9.4 8,3 10.5 13.7 248 28.3 22,6 18,7 19.3
Leather 2.0 3.4 1.9 1.6 2.6 0.8 2.9 2.6 2.5 1.9 L3 2l
Wooden Product 8.6 3.7 3. 25 339 | 17.3 8.8 7.0 6.6 T 9.7
 Papers, Printing, ete. 3.5 6.0 L2 3.8 2.2 37 9.3 7.2 5.0 6.6 9.8 8,2
. Rubber Prbduct 7.6 3.3 28 1.2 1.2 1,2 | 10.0 L6 L0 3k 17 15
Chemioal Product . 9.8 16,0 7.1 11.9 23.9 22,0 5.7 5.3 6.8 7.9 6.1 7.3
Plastic Product 0.0 1.7 1.8 1k 2.2 1.9 0.0 2.1 2.9 2.7 2.7 3.2
Pottery and Glass 0.1 0.5 0.6 4.0 0.6 0.} 0.7 0.8 @7 0.9 8.7 0.9
Other Non=Metallic 6.7 10,5 1006 2.1 L3 Lo 5.4 5.3 5.1 LO 35 5.2
 Basic Metal 6.9 35 5.1 6.5 12,9 6.8 8.2 11.3 11.6 10.5 15.3 16,1
-Machinery 0.1 0.2 3.2 1.0 1.3 1.2 0.1 0.2 + 1.9 13 1.2 1.3
‘Blectrical Equipment ok 1.7 2.2 1.8 2.0 1.8 0.6 1. 1. 2.1 3.3 a5
Transport (Equipment) 2.0 W6 3.4 20 7.9 1.k 3.0 1.8 1.6 5.1 L.3 L0
Miscellancous 1.0 0.5 0.3 0.3 0.1 0.1 1.3 0.5 0.3 OF 0.3  0.3%
Total 100,0 100,0 100,0 100,0 100.0 100.6 | 100,0 100,0 100.0 100.0 108.0 100,®

Statistics and Industrial Surveys, various issues. Cfkauerhare, 1990,
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percentage of manufactdiing employees of ESfS% in 1964, 48,16 in 1975;
4947 in 1978; 46,66 in 1980; 9. in 1982 and 3Bith in 1983
Within the capital goods manufacturing groups; employment in the
basic metal groups bas generally been higher rising from 8,2 in
196l to 11.66 in 19785 15,3 in 1982; and 16,79 in 1983, Employment
in the machinery, electrical equipment and transport has been
insignificaﬁtly below 10 per cent ranging from13.75per cent in 1964
to 8.5 per cent in 1980, 8,8 per cent in 1982 and 7.8 per cent in
1983 (see Table ). The generaily low level of employment in the
manufacturing sector was due more to the high sophistication and
cenital infenSity of the production techniques in - use in mogt of
the manufacturing establishments in Nigeria, ‘(Thouma and Ekuerhare,

198L,; Onimode, 1988),

Balance of manufacturing trade,

The triple alliance between the state, indigeneous bourgeoisie
and foreign capital, under the dominance of the latter, resuited in
a manufacturing sector with low internal linkages, lew’levels of MVa
and low levels of employment, The alliance more crucially, fostered
a domestic accumulation pattern anchored on the importation of raw
materialg, capital and intermediate goods and personnel frém external

transnational sources.

Thus, although import - swbstitution for consumer goods made
some headways, 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 per cent between 1977 and 1986, in direct contrgst to this,
however, there had been a correspénding rise in the importation .of
raw materials’and capital goods from about 30 per cent in 1950 %o
about 72 per cent in'1983,(see Table 5).-=Th¢ massive importation of .

capital goods meant that the capacity to design, adopt and produce
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capital goodg indigeneocusly had been greatly restricted, This had
intensified the technological dépendenoe and underdevelopment of
the economy while further reducing the employment opportunity of

She manufacturing sector.

With the decline in the manufacturing sector's contribution te
total export from about 8 per cent to just over 1 per cent by 1975
and to about 0,3 per cent between 1980 and 1985 (Kelade, 1987), the
sector had became a drain in national income (see Table 5).

The performance of the sector also became crucially dependent on
fofeign exchange availgbility, which in turm was predicated on the
earnings from the velatile crude oil market, Unless supplementel

. E )

by foreign loanss supplier credits and grants, fall in the foreign
exchange earning capacity meant serious co@pression in the imports
Aof inputs needed for domestic production. This consequently affected
capacity utilizafion rates, output, incomes, prices, and employment

especially in heavily import dependent industr;es.

Congsequently, decline in oil revenue in the early 1980s and
growing debt bﬁr@en, expoged the fundamental weakneéses of the
mahufacturing sector. As ﬁhese reduced fhe level of foreign exchange
for fhe importation of necessary in?uté leading to low capacity
ﬁtilizaiion rates; closures, retrenchments, and inflation,
for example while manufacturing output;expande& at an annual rate
of 14.6 per cent between 196S.and 1980, it. expanded only by an
average of 1 per cent a year between 1980 and 1986. Domestic
Investment which averaged 14,7 pef cent between 1965 and 1980
decelerated by as much as 13.7 per cent a year between 1980 and 1986,
Capécity utilization averaged less than 25 per cent in 1986

(Ajayi, 1989:3),
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Table 5: Import of Machinery and Transport Equipment as a Percentage

of Total Commodity Imports.

¥
" 1988 BN estimates.

POURCE: FOS, Annual Abstract of Statistics, various issues.

i Coii iii iv
Year Machinery and Trangport Total Commodity (i1) as a
Equipment imports Imports percentage
¥'000 ¥'000 of (iii)
1970 282,619 755,420 37.4
1971 1,428,859 1,078, 907 39.7
1972 398,476 990,062 Lo.2
1973 191, 367 1,224,786 40,1
1971 611,794 1,737, 32k 35.2
1975 1,561,950 3,721,476 L1.8
1976 25Ul 719 5,148,475 L7.5°
97T 3,386,755 7,089,718 47.8
1978 3,562,801 8,140,788 13.8
1979 © 2,L01;830 6,169, 21l 38,9
1980 . 3,363,089 8,217,125 40.9
1981 - 5,548,058 12,618,393 L0
1982 I}, 169,866 10,100, 142 41,3
1983 2,365,990 6,587,516 35.9
N - 1,604,405 - L, LBlL,525 5.8
1985 © 1,892,807 5,536,87h 3L
1986 2,277,800 5,983,600 38,1
19&7* - 6,828,100 17,861,700 38,2
1988 10,282,500 24,900, 400 LT3
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Table 6: NIGERIA: Trends in import composition by end-use

category (percentage share in total wvalue of imports)

1975 ~ 1985,

Year Food | 22222 Consumer Tg%i§SConsumer Capital goods
1 Z 3=1+2 L
1974 9.6 15.9 25.5 The5
1975 9.5 16,9 26.4 73.5
1976 | 10.3 1641 26,1 73.6
1977 | 12.9 16,0 27.9 72.0
1978 | 12,0 1345 25.5 The5
1979 | 16.9 18,8 35,7 6l
{;80: 15.6 12,4 28.0 72.0
19817 | 17.0. 3.2 30,2 69.8
1982 | 17,8 1l 32.2 67.8
1983 [ 21.6 19,1 40.7 59.3
198 | 21,1 Tk 28.5 71,6
B BT ‘ﬁﬂ.o 29,0 7140

1985

SOURCE: FOS, Review of External Trade, 198} - 1988, Iagos.
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This chapter shows that the destruction and iﬁcorporatidﬁ of “the

pre-capitalist social forma{iéné of Nigeria in to the world capitalist
economy had implanted a criéié'—“iidden,;dependent‘capitalist accumula~
tion process. The chaptgg:shows that the pre-SAP crisis in the
manufacturing.sector was traceable to the structural féundations of
modern manufacturiné in Nigeria pionééred by expatriate merchant

firms moving in to domestic manufactﬁfing as result of changing

conditions of accumilation both within and outside the Nigerian

economy,

Peasant égricuiture:produciné local raw materials providéd the
foreign exchahge for the importafion of industxial inﬁuts to feed
the early manufacturing. establishments., Thus, peasant égriculture
fed the manufacturing sector through the external sector rather than
directly, and this denied the agriéﬁlture sector the benefit of
industrialization, sincé'the sector itself relied largely on the
external sected for its own inputs;"There was no meaningful attempt
to locally source the raw materiai Base of the new manufaoturing

industries that began to spring after the second world war.,

The 0il revenues of the 1970s were used to ®eepen and wiien the
struétﬁral diéfoftions and disarticulations of the economy.. The 'rent!'
derived from oil was used to foster a - triple ailianoe between the
state, ddmestic»bourgeoisie and foreign capital, This alliance,.
under the hegemony of foreigﬁ capital reproduced and expanded the
iﬁheriféd colonial accumulation pattern, with resultant serious
impiicétions fof local technology, employment, output and standards
of living, The thrust of the specific outcomes of the ISI in Nigeria

has been a manufécfﬁriﬁé-sectof with'higher-concéﬁtration in the
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consumer goods sub-sectors,-biased against intermediate and

capital goods sub-sectors.

The development of the manufacturing sector, under the hegemoﬁy
of foreign fipms, behind higﬁly protective tafiffs.and subéidies had
intengified the technological dependence of the economy. The accumu~
lation pattern became crucially dependent on the importation of
foreign inputs (see Table 6) from external transnational sourcés. -
The net result was -a manufacturing sector with low domestic vélue
added, with internationally uncompetitive prices, and products of
poor quality{ The sector constituted a dréin to Nigeria's foreign
exchange earnings. This meant- that any shortfall in the country's
ability_tg earn foreign exchange would have serioug repercursions on
domestic production, Hence, the decline in olil revenue siﬁce 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 ingufficient foreign exchange to sustain the level of
imports for dﬁmestic-production. Inspite of various measures by
successive regimes, the crisis éontinued unabated, as evidenced by the
low capacity utiligation rates, industrial closures, retrenchment,
unemployment and inflation. Tn the next chapter we examined the

specific policy measures of the SAP as they relate to these problems,
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CHAPTER THREE
THE SAP AND NIGERIA'S MANUFACTURING SECTOR:

A THEORETICAL CRITIQUE,

INTRODUCTION:

" Thisg 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 twe‘examines the theoretical efficacy of the SAP
policy measures against the background and context of the'developmenf
of manufacturing in-Nigeria. Section three concludes the chapter

with some observations.

EL’ME?TS oF SAP AS THEY RELATE T0 THE MANUFACTURING _SECTOR:
&

Elements of SAP as they relate to the MAN Secter®

The Babangida regime in collaboration with the World Bank 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 geveral important elements
which include; exchange rate adjustment and restructuring of customs
tariffs; trade liberalizatien;, deregulation of prices, and interest
rates; rationalizatien and restruqturing of public expenditure and
parasbtatals; greater reliance on market forces to allocate resources
and external debt rescheduling, These measures, are, thus, generally
consistent with the orthodex gtructural Adjustment measures of the
IMF and the wirlq Bank discussed in thglprOGEeaing chapbsr one of this
s%udy. In this sectien we shall be concerned only with those
elementé.;f the SAP that have direct bearing on the manufacturing
sector,

The i;dustrial'strategy under the SAP, according to the Government

(see Federal Republic of Nigeriag 1986:22) aims at:


numerisation1
Texte inséré 
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aocelerated

,a) encouraging the development and use of local raw

‘materials and intermediaste inputs rather than depend on impoerted

ones;

) development and utilizatien of local technologys

c) maximiging the greowth in domestic value added of manﬁfacturing
productions

d) providing export - oriented industries;

e) generating emplaymermt through enocouragemewt of private sector

small and medium scale industries
. constralnts
£) removing bottlenecks and that hamper industrial
developments
and

g) liberalizing controls ts: facilitate greater indigeneous and

foreign investment,

Thesg objectives are consistent with the government atfempts to
ensure a more autonomous and coherent structures of accumulation based
on private capital. The specific stmategies and logic informing these,

are discussed.bekgr,

EXCHANGE BATE ADJUSHWENT-

The kernel of the SAP centres on the devaluatien®of the naira
exchange rate vis-a~vis the currencies of Nigeria's trading partners;
like the dollar, pouné ,sterling and others. It is the underlying
principle that naira is ovexrvalued as a result of policies pursued
during the oil Wogm period, It was argued, for instance, that the
naira appreciated by abeut, 87 per cent in effective terms in the period
between 1973 and 1981, on the basis of pUrchasing:power paritiés.

The overvalued ngipa it was argued made imports cheaper and conseguently
encouraged a.manufacturing-sector highly dependent on the importation

of capital and intermediate goods as well as raw materials and experts..
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The-inééhfives for loeal sourcing of raw materials even where
available like in the agro-allied industries such as the textiles,

food and beverages industries, were dammpened,

The overvaluatisn of the naira, it was further argued,
gis;ouraged the export ofAesbecially non-oil c;hmbdities due to their
high price in international markets and low returns in naira denominated
income. . Consequently, with higﬂ import dependence and low capacity of
the manufacturing sector to generate its own foreign exchange, the
sector became a'nét consumer of foreign exchange, The centrality of
exchange rate adjustment, therefore, became obvious, especially because
of the way the current crisis of the Nigerian economy manifested itself
in the manufacturing sectory 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
raiioning out available foreign exchange also.seriously affected
.manufacturing production, especially for industries heavily dependent
on foreign inputs for their operations,

Further, attempts by the state at securing debt}}§$éheduling and
opening of blocked Y798 of oredit failed, with the international
creditors insisting Nigeria reaches an agreement with the IMF,
| Among the conditionalities advanced.by the IMF wagﬁfhat there should
be a 25 ﬁer cent to 30 ﬁer éent initi;i devaluation to be followed by
a Quarterly review ﬁntil the element of overvaluation was eliminated,
:instead of the phased devaluation, the Babangida regime sought to
establish g fféalistic' value for the naira via tﬁe second—tie¥ foreign
exchange market{SFEM), set uﬁ by the gOVernﬁent'and opérationalized‘dn
.é9th'September, {986.’-Thevmajor objectives of the SFEM, according to

the government are to reduce Balance of payment”défiéits'by:
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a) boosting exports; especially non-oil exports;

b) reducing imports, especially of non-essential nature.: and stimulate
in their place domestic preduction, using domestic raw materials,
thereby enhancing_employment of labeurs-

c) by removing the administrative bottlenecks created by the import
iioensing scheme, the SFEM relying on free mafket forces of demand
and supply is expected to eliminate parallel market rate and se
produee a realistic foreign exchange rate for the naira;
and

d) SFEM is expected, also, to gtem capital flight out of the econeomy

and attract foreign investment, .

The funds for the SFEM were to be initially derived from oil
revenue, the foreign domicillary account and a special World Bank
trade policy and export development loan of gL50 million signed on |
October 10th, 1986 (Bangura, 1987). Although all private and
government tramemactiors were to be undertaken on the SFEM, external debt
service obligétions and intermational subscriptions were to be undertaken
on the first — tier market; which was allowed to depreciate until it
coverged with the SFEM on July 2nd, 1987 and came to be known simply
as foreign exchange market, (FEM),

Predictably, the SFEM took off with a heavily depreciated rate of
%L, 6174 to Us #1.,0000 for the first week of operation. When compared
to the first-tiér rate of {1.5731 to US $1.,0000 as at 26th September,
1986, this implied a depreciation of about 66 per cent, that is twice
greater than the amount initially recémmended by the IMF, (Okongwu,
1987:12). Although, by January 1987, the value of the naira appreciated
to ¥3.3 against the doller, -since then, however, the value continued -
to depreciate to #7,0: ¥9.70 and ¥7.9l against the dollar in 1988; 1989

and August, 1990, respectively. .
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3:1:2 LIQUIDITY SQUEEZE

In addition to the massive devaluation of the naira, the

government'initiated a comprehensive liquidity squeeze throughout
the sconomy at the end of 1986 and early part‘of 1987, This was done
to espeéiélly lower inflatien by reducing the aggregate demand for
luxury goods and encourage ‘domestic consumption of locally produced
goods., The government, thus, reduced the rate of growth of money-
supply (Mi) in the economy from ¥13.105 billion in 1986 te X12.931
billion in January, 1987; ¥12.760 billion in February, 1987 and to
¥12.752 billion in May, 1987, (CBN, 1988). Pressures especially from
the organised privafe sector like the Manufacturers Association of
Nigeria, MAN; the National Association of Chambers of Commerqe,
Industry, Mines and Agriculture; NACCIMA made the government unable
to coﬁtinue.with the 1liquidity 'squeeze. Infact, from 1987, the money
supply rose from 11,8 per cent to 15 per cent in 1988 and 14.6 per
cent in 1989 (see Table 7). While credit expansion to the government
was reduced from 2.5 per.cent in 1986 to 1.5 per cent in 1987 and also,
the ¢redit to the private sector was reduced from 2 per cent between
1985 and 1986 to 0.lL per cent 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,
IWhile the growth in credit to the private sector rose from 8.l per cent

in 1987 t0-13.3 per cent in 1988 and 10.7~per cent in 1989 (see Table 7)

3:1:2 . DEREGULATION OF INTEREST RATES:

The government had up to July, 1987 resisted the pressures from
the World Bank, IMF ahd some big multinational Banks in the Country
to deregulate the rates of interest so as tosmep up execess liquidity,

induce foreign'capifal inflow, gtem. capital flight and encourage
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Table Ts NIGERTA: Monetary and Credit Policy Targets
1987/89 (%)

1985 1986 1987 1988 1989

Growth in Money supply (M1) 12,0 - 11,8 15,0  1l.6
Growth in Aggregate Bank Credit 8.0 L.0 L.k 8.1 9,5
Expansion in Credit to Government 2,5 2;5 1.5 2.5 8.3

Growth in Credit to the
Private Sector 6.0 8.0 8,k 13,3 10,7

PDURCE: Various budgets: of the Federal Government of--

Egwaikhide, 1989: 5.
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domestic savings. The realization of pésifive real rate of interest
could thus increase the level of investible funds in the comntry, -
Interest rates, however, remained fixed'unaer the control of the QBN
with the provisions that the minimum interest rate payable on banks
savings deposits should be 11 per cent and the minimum bank lending
rate was raised from 13 per cent in 1986 to 15 per cent in 1987

(see statement on 1987 Budget), .

The government, however, yielded to pressures and on July 31st,
1987 issued a circular No. 21 by which it abolished all forms of
control on interest rates leaving the rates to be determined by
market forces. Instantly, lending ratés jumped from 12 per cent to
21 per cent (a rise of 75 per cent). - The minimum rediscount rateg
MRR rose from 11 per cent to 15 per cent (about 36,186 increase), -
This meant that commercial banks could not change any profitable
interest rate below 15 per cent, Also, the CBN raised the interest
rates on treasury bills from 10 per cent to 14 per cent and raised the

liquidity ratio of commercial banks from 25 per cent to 30 per cent,

3:1¢3  TARIFT RESTRUCTURING

According to the World Bank estimates, tariffs were generally
low between. 1973 and 1980, amounting to between 5 and 10 per cent for
intermediate and capital goods and about 50 per cent for non-food
congumer goods, Weighted tariffs were estimated at about 13 to 15
per cent in 1981. Aécording to the World Bank effective protection
for industrial commodities ranged from negative mwotection in excess
of 200 per cent for assemdlysindustries (see World Bank Op.cit.).

The tariff and exchange rate policies were said to have placed serious
pressures on the domestic productien.sgector. Thus, it was recommended

that in order tos
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K i)n'prdteét some local industriess

.-ii) @discoursge the importation of raw materials and unnecessary

commodities

L';iii) eprse domestic industries to.competition and thereby generate

effioiency and greater domestic..resource’ utilizafiens.
. & F

- and

- iv) . raise greater revenue for the government, the tariff structure

must be.rafionalized.

Consequently, the government amnounced in September, 1986, a
revised tariff.structure. The revised tariff put the duty on raw
materials in the range of 10 to 18 per cent, intermediate inputs at
5 to 30 per cent and final capital goods at 5 to 20 per cent.,

The duty for final consgumer goods ranged from 20 to 30 pexr cent, for

- Gurable 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 continuity.

: - -BXPORT" 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 resources. Since the intro@uctién of sAP
various measures have been taken to shift the focus of manufacturing
adtivity to exporf. The dissgolution of the commodity boards in
January, 1987, ﬁhe:aiolitioﬁ~of'import and export 1icensing system
in September, 1986 with the introduction of the SFEM and the

rationalizgdfien of the bureaucracy were some of the measures through
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which the government sought to- facilitate the entry of Nigerian

expdrters:in to the export trade arena..

In addition, the government in Decree No,. 18 of 11th July, 1986
approved a package of“export incentives ranging from export
insurance to outright grant to export - oriented manufacturing

indugtries, These incentives include;

i) +the export development fund-(EDF)é Thié is to provide direct
financigl assistance to exporting manufacturing firms to cover
part of their expenses in TFespect of export promethn matters
such as training programes, export market research and studies,
participakioﬁ‘in'expoft oriented trade missions and overseas
trade fairs as well as cost of collecting trade information,

So far the Nigerian Ex@ort Promotion Council, NEPC, charged
with the implementation of ‘the EDF has spent well over 9
million fo sponsor Nigerian Manifacturing Exporters to export
oriented trade fairs in order to link them with foreign

importers (nee Abolaji, 1990sk).

ii) Export Expansion Grant, (EEG): Under this scheme exporters of
semi-manufactured and manufactured goods who export a minimum
of ¥50,000 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 Dfawbacks'vThis 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 both
a refund of import. duty élready paid on imported inputs for
production of export items and the suspension or exemption from

the payment of such duties by exporters. The refund of impért
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duties which, hitherto, was done in the form of tax credit
certificate (TCC) is now replaced by cash paymént of the
equivalent amount to the experter. As at the end of August,
1990, the Federal Ministry of Budget and Planning had refunded
the following Companies the following amounts under the duty

drawback schemes -

5c0A (Nigeria) Ltd,,- Lagos #37,431.89 in February, 1990
Glaxo (Mig,) Ltd.,- Lagos 5,6L0,32 in February, 1990
Simfles (Nig.) Ltd., Lagos 92,049,97 in April, 1990
Colo dense (Nig.) Ltd,,- Lagos 35,512, 70 in April, 1990
Glaxe (Nig,) Ltd., Lagos 18,463.68 in July, 1990
Ocean Fisheries Ltd,, Lagos 22,416,00 in July, 1990
Herizon Fibres Ltd.,. Lagos 1,113l, 61229 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 Duty Drawback Scheme, held at Central Hotel, Kano,

in August, 1990, -

Subsidy for use of local raw materialss Exporters 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 LO per cent of local value added, .

- Tax Relief on Interest Income: The companies income Tax Act

of 1979 was amended to grant tax relief on interest accrueing
from any loans granted to aid investment in export oriented
industries, -

Export Adjusiment Scheme, (EAS):s The EAS is a supplementary

export ‘subgidy applied as a last resort if by the application

~ of all other incentives, the price of the Nigerian product is

still uwncompetitive in the Yorld Market due to high cost of
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production arising mainly from infrastructural deficiencies
and other factors beyond the control cf'the_exporter.

vii) BExport Credit Guarantee and Ingurance Schemes This scheme is
to engure that Nigérian products compete effectively in the
international market as well as to insure domestic exporters
against some political and other risks including default in

payment,

A1l these measures and incentives are expected to increase

‘production for export, make the domestic manufactures internationally

competitive and legally secured, so as to enhance the level of

export earnings,

ATTRACTION .0F FOREIGN INVESTMENT:

Related to the policy of export promotion, is the policy of
attracting foreign investments to boost productien, raise employment
transfer technology and encourage export. It was presumed that a

miajor problem of the pre~SAP policy measures was that the Nigerian

environment was made unattractive to foreign investment, consequently

there was inadequate flow of foreign investment, while at the same

time there was capital flight out of the economy.

Therefore, 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 .ghem

‘éapital flight and attract foreign capital,
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PRIVATIZATTON AND .OR .COMMERCI ALT SATTON:

The predoﬁinance.of inefficient, excessively bureaucratié
public sector in proauction and distribution, it. was argued, hampered
prodﬁction, competition and therefore efficient allocation of resources.
Thusg.the privatization, commercialisation and general deregulation of
prices and removal of subsidies, administrative controls, rigidities
and imperfections in the economy would unlock resources and with the
market forces in operation, new opportunities would be created for
the private sector. Wwhile 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 productively, the now more realistically priced inputs, The
state, however, would concentrate on thoge areas considered necessary

for the development of the economy.

Within this general supposition of the private sector as the
engine of growth, government has divided parastatais in to five cale-
gories, namely: (to be) fully privatized, 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'aotivities by selling its shares
to the private sector or by'charging fees to sustain the parastatals.
Out of a total of 59 industrial enterprises, the government is to
continue to retain full ownership of only 17, while the remaining
entérprises will be either partially commercialised (26) or fully
commercialised (16). Most of those to be commercialised are in the
mdre 1ucréafive congumer goods manufacturing sectors, Table 8 shows
the tentaﬁive pattern of transfer of ownership of public shares to

the private sectox.,
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Table 8: Distribution of Public Industrial Enterprises by Ihdustrial

Categery.and Proposed Control Statiis;

_ .. Number of Enterprises =

Catezo Full Govern- | To be: T4 be
gory Tot lgment Owner— partia~ | fully
"&l'ship retained| 11y - privat-
privat—-| ized
imed.
Food, Drinks and Tobacco 10 - > 8
Textiles and Clothing 3 - - 3
Wood products and Furniture 1 - - i
Paper, printing and publishing{ 3 - 3 -
Chemical Products 7 3 Z 2
Non-~metallic Mineral Products | 8 - 3 -
Basic Metals 9 6 3 -
Metal products and Engineering| 1L 6 7 k
Other Industries by 2 1 1
Totals 59 17 26 16

SOURCE: Usman, 1989,
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3:1:7 IHE NEW INDUSTRTAL POLICY, (NIP)

A new industrial poiicy baged on.the SAP was launched on the
1lth df January, 1989, The policy document reviewed the problems of
the manufacturing sector as high geographical concentration, high
cost of production, low value-added, serious underutilization of
capacity, over-dependence on impprts for inputg and low level of

foreign inputs,

The major objective of che NIP is to achieve an‘accelerated
pace of industrial development, The industrial sector is to become
the prime mover of the economy within this general objective are
speqific objectives of increasing private sector participation and
attraction of foreign capitai in to the manufacturing sector; to
provide greater emplojment opportunities; improve the local
technological skills and capabilities, and increase local content of
industrial output. These, are expected to increase production, both
for the héme market and especially for export. The NIP also hopes to
achieve even spfead 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,_commercialisaiion improving the regulatory environment,
provision of fiscal, monetary incentives and infrastructural
facilities, A major policy tool to enhance the achievement of boosting
employment accordiyg 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 ¥100,000 and ¥2 million
exclusive of 1ana, but including working capital.. The SSI are to be
accorded highgf priority because according to government they are the

vehicles through which a-gxggggf base of entrepreneurial culture,
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a core of trained manpower and an effective institutional structure

capable of providing technicalgservices.would be developed,

The NIP, is to cohtinue with'the ongoing projeéts like the
Entrepreneurial Development Prog:amﬁe (EDP), the Working For Yourself
Programme (WFYP) and the training the trainers scheme as avemues
for developing the corps of needed entrepreneurs in the economy.

The SSI corporation is to acco;d high priority to industries engaged
in the manufacture of basic r.eeds including food procegsing and agro-
allied industries, household equipment manufacturing industries,
building material industries, pharmaceutical industries, etc.

The government is to 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 copporations,

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 industrial estates with appropriate
infrastructural faéilities. Anothér source of funding of indugtrial
projects not only for SSI; as provided in the NIP is the National
Economic Recovery %und (NERFUND) to which contributions are to be
made by the World Bank (¢é70 million), African Development Bank, ADE,
($230 million), Czechoslévakia (50 million) and the Federal

Government through the CBN (#300 million),

The NIP also emphasizes governﬁent strategy for increased export
of manufactured goods through liberalized access to foreign exchange;
establishment of a realistic exchange rate for the naira; retention by
exporters 100 per cent of their export proceeds in‘fozeign_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

incentives decree of 1986,  The NIP also highlights the establishment
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of the Industrial Development Co-ordinating Committee (IDCC) by

Decree 36 of 1988, The basic aims of the IDCC are:

i) +to eliminate the bureaucratic delays and corruption in
processing of initial application for investment in Nigeriaj
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 adequate co-ordination of +the various policies on

indugtrial development,

Pinally, in addition to other measures aimed at encouraging
foreign capital inflows, the NIP also highlights the amendment of the
Nigerian Enterpriseé promotion Decree of 1977. with the new amend—
ment, these now exisgts only one list of scheduled enterprises
exclusively reserved for 100 per cent Nigerian equity ownership..
while both Nigerians and foreigners are free to negotiate levels of
equity participation in the unscheduled enterprises; foreigners are
free to participate even in the scheduled businesses provided such -
participation involves equity capital not below ¥20 million and

prior approved is obtained from the IDCC,

Having reviewed some of the various SAP policy measures as they
relate to the manufacturing sector, we shall now turn to a theoretical
examination of the efficacy of these measures, against the back-
ground of the developments in the manufacturing sector before the

introduction of the SAP,
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SAP AND THE MANUFACTURING,SECTORs A THEORETLCAL EVALUATION

" In this section a critical examination ig attempted of the sAP
policy strategies oi 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 manufactnring sector, The discussion,
vhich is developed in sub-sections, is to show some of the opportun-
ities and contradictions or problems, 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 consolidated and widened the scope for
accumulation, The SAP, also has thrown up some problemsy, especially
in wome gections 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 specific forces like the
IMF, the World Bank, international créditors 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-SAP

belngautonomous and self-

structures of accumulation were far from
sustaining, On the contrary, they were underdeveloped and highly
dependent on the vicissitudes of the international market.

Perhaps, 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 raw matérials, spare parts, capital and

intermediate inputs from external transnational sources: This crisis<

ridden, dependent, neo-colonial model of accumilation was laid at the

begihning of the nineteenth centﬁry'by'the colonial state and
expatriate merchant capital, only to be deepened and sustained by the
post-colonial state in alliance with the domestic bourgeoisie and

foreign capital, under the dominant hegemony of the latter,

The discussion in this section is to examine specifically the
effects of the SAP policy measures as they undermine, strengthen or
in other ways modify the conditions 5F accumulation in the

manufacturing sector in particular.

THE PHILOSOPHICAL FRAMEWORK

Nigeria's SAP, like most other SAPs, 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 to its present
perfection has been summarized; under perfectly competitive markefs,
where businessmen maximise profifs and congumer maximise ufilify
subject to their respective incomes constraints, and prices are
determined by the forces of demand and supply, in such a way that both
producefs and congumers are price takers, Then, consumers would use
the price signals fo ensure that the marginal utility from any pair
of commodifies would be proportional to their prices, and producers
too would employ resources such that their respective marginal costs
are proportional to their prides: Competifion would ensure that
factor rewards are everywhere the same for idenfical factors and
factors would be employed until the marginal valué product of a
factor is equal to its 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 priqe proportions are,
howefer, also those that determine the margiﬁal rates of subéitution
and transformation between goods, Thus, maikefs would clear,
resources would be fully employed and production and consumption
decigions would be consigtent, the amount subplied would be the
amount demanded, (Picket, 1989:65). The inherent superiority of the
market is thus in its ability to ensure, under eertain conditions. a
Yareto optimal allocation of resources; in which individual decisiors

will be consistent with the general social welfare, (Picket Op.ci‘bg73)°

Considerable criticisms have been levied against the market, at
the general theoretical level. Sen,-(1983:6) while recognizing that
Pareto opﬁima;ity is some achievement in theory, argued that it is
not a grand pfizei "A11 that géfeto optimality implies is that thére
is no other feasible alternative that is better for eweryone without
exception,; or better for some and no worse for anyone. A state in
which some people are sbtarving 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 amount"

(cf Pickett Opecit.:69)e

Strﬁcturalist'and liberal scholars have also argued that in the
less developed countries, Nigeria inclusive, the conditions regquired
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-pride
variables; independent consumer tastes; capital divisibilitj,
absence of increasing returns, exteemalities and so forth, I% is
argued that because of structural:higidifies,=imperfections and

market failures the market may not be ideal for 'a developing or even
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developed country. Further, the market may foster efficiency but

not equity (Todaro, 1977:36lL, Ekuerhare and ®badan, 1988:13).

A more graphig‘fejection of the market meéhanism argument in
the coﬁtenﬁ'of third world induéfrialization has been articulated
in a 1970 publicétion of the United Nations Industrial Development
Organization (UNIDO) in which, instead, the rational for planning
‘is Jjustified. It is argued that Governments can not and should
not cake a merely passive role in the process of indugtrial expansicn,
planning, it is argued, has become an essential and integral part
of indugtrial development programmes, for market forces, by themselve:
cannot overcome the deep seated structural rigidities in the LDCS,
In the IDCS, 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 congideration and the fact that
the automatic mechanismsg for co-ordination of industrial actions
function less satisfacforiiy in IDCs than in Developed economics,
Planning in LDCS, 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
to tﬁe actual economic situation. Even more importantly, the
market mechanism cannot properly allow for the external effects of

investment,
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Murray, (1985) has argﬁed that.a number of objections to the

use of the market as the basic criterion for restructuring remain
within the static approach of ?che market theory itself and so they
end up justifying the market., Some of these includes
i) ekternalieconomies which camnot be realized by individual
enterprigses because they cannot appropriate result of their

investments for example industrial training;

ii) dnequalities of income and or mobility:
iii) mass production which lowers cost but reduces choice!l
iv) the presence éf monopolies, who drive out competition through
price warss |
v) locational decigions which the social costs and benefits are

not adequaliely reflected in market costs.

These inadequacies are used to justify public intervention to
ensure that restructuring tckes place in a way which reflects wider
goclal inbterests 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 mechanism, and
the fact that the restructuring that is required is generally on
such a large scale and over a long period that the market mechanism
is incapable of sustaining, Furthef, the short term profitability
criterion can not be contrasted against long~term development

objectiwas of equity, self-reliance and balanced development,

 <The inadequacies of the market as a major instrument of economic
restructuring are not only theorétioal but also emp?iical. The
advanced market economics have not shielded themseI%es from the
current crisig of capitalism, if any they are'the-\f}principal cause,

Cépitalism ig indeed a crisis-ridden system, Specific worldwide

dimension of the erisis could be seen; for example the great crisis
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of 1873 to 1895, the long crisis from 1913 to 1940s which included
thg great depréssioﬁ of thg 1930s, fascism)revolution and two world
wars, and since 1967 the industrial west entered another long
orisié of accumilation, marked by excess produétive capacity and a
decline in fhe rate of profit, which militates against new investment
except to reduce costs of produétion by making workers redundant at
home and.moving production gites to cheap labour area elsewhere
(Frank, 1980:20). Frank, also noted.such crisis as occurred in
1973 - 1975 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 economies have been engulfed in periodic crises.

T

Although the past crises have?ﬁeen foilowed by increase in
produétivity through rationalizati;n; the introduction of new woxrk
methods, technology and speed up in the circulation time of produc-
tion, they have almost always been éccompanied by, sustained.attacks
on wage levels, the control of labour within the production proéess,
massive unemployment, growing undercapacity~utilization, closures
and bankruptcies. Major restructuring has always taken place at the

expense of labour, Infact, the rule of the market always ftends to

bear down on the wages and conditions of labour, (Murray, 1985:51).

The market ié, thus, an inadequate concept to understanding the
process of accumulation, even though the laws of this accumulation
beardown on individual entérprises through the medium of the market
and the principie of profitability, The market is also not an adequ-
ate guide for strategy. fbr, in the specific experience of gréater
London Metropolitan."fhé markét hag currently plunged London in to
its deepest recession of the Geﬁtury, As a mechanism for identifying

and rewarding the most productive, it has commonly closed down the
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"'potéﬁ%ial’ly"'fﬁést efficient, and consigned to the sidelines with
zero productivity L00,000 London workers, 32'ﬁillion square feet of
indugtrial and oomméféial‘buildings'gnd many machines., 8o 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 profifability as a guideline is profoundly
mistaken, It is like a campass which is pointing to the wrong way.
8o, far from'ééonomic strategy being geared to freeing the market

“ﬁér perfeéting it, it should be directed primarily against the market,
éven while operating within itn, (Muriay Ope cits52). Murray,

" concluded that not only id Tendon but as elsewhere, in which
fesﬁfuoturing"takes place at the macroecénomic level, "the market
mechanism is so brutal, wasteful and actually dangerous, that it is
astonishing that its uninhibited use is still so generally'accep%eié

(Murray, Op. cit.)

Bienefeld, (1988) has argued that the emergence and dominance
of the market is not because it is intellectually su@erior but
because the international financial institutions and the monetarist
goﬁernments that came to power especially in the U. S. A. and UK in
the 1970s and early 1980s found a radical reassertion of market
principles as an essential means of protecting the value of their
accumulated assets. Hence, they used their power over research
- finding, over publications and especially over credit to propel their
interpreta%&bn of the facts of economic crisis to a dominant position.
Consequently, because 'thoée who had power over credit effectively kad
power over 1life and death, practical ‘peeple and struggling governments
were gradually induced or forced to accept the neo-classical inter—

pretation and policy-recommendi%icns: (Bienefeld, 198570).
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Reviewiné the eX?e%iénce of the so-called NICS of Taiwan and
South Korea, it was found that the success of these countries in
export oriented industriaiization :as accomplished by highly inter
. ‘ : .
ventienist states in production,zhéavy technologioally advanced and
or strategic industrieﬁﬁ;in capitgl markets (ownership of commefcial
and investment bankings extensive use of discretionaxry credit
subsidies; exteunsive direction and control of domestic and feoreign
investment) in trade, (highly Variaﬁle tariffs, quotas and discretion-
ary 1icensihg) in markefing (highly integrated marketing cnngiomerates)
and in research and development (direct and indirect finaneing),

o -
wy

(vhite and Wade, 1985, Bienefeld 1988:72),

The cage is therefore made for state intervention to ensure strong
and ooherent gstructures of accumuiation dome;tically and for a state
to manage links Qith‘the outside world in the'national interest!,
(Bienefeld, Op. cit: 72). while the structuralist and dependency
criﬁiques highlight the intemmational context of, and agencies pushing
for, the SAP, they tend to gloss - over the specific opportunities and
contradictiong that the S4P provides in the prdcess of restructuring.
It is true for example, the doctrine of free market like that of
free trade before it, is, in Joan Robinson's word;, the mercantilism
of the strong, that structural inequalities meant that free-market
relations would surely favour 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 specific aom;;tic
forces that are objecti&ely interested in the SAP policy measures te
enhance their-éccumulation'opportunities even if it involves
repression:;nd suppression of popular forces in the name of.national
interest. As Felix, (1981) observed, "in the more recent mopé%arist
programmes of Brazil, Ufuguay, Chilewand Argentina; méchine guns,

L] >

torture chambers and cencentratien camps have indeed become standard
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practice along with the purging of'Unions, outlawing of‘strikes and
éuppression of populist and heftist politicai movements; A brubal
class—r:‘:iden9 marxist accumilation model lurks behind the asceptic

neo=-classical Jargon,”

EXCHANGE RATE ADJUSTMENT

A major assumpbion of the SAP is the overvaluation of the naira,
wggch it was argued caused distortions in the manufacturing and other
secters of -the econ§ﬁyb Exchange raté ad jugtment through the SFEM,
and later FEM,'and iFEM, is to establish a realigtic exchange rate
for the nairs, There is, as yet, no_definitioﬁ'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 exchange, then such a rate does not exist because of

the continued existence of the parallel market, inspite of the attempts

at exchange rate adjustment, In the presence of such a market as

Obute, (1988:16) observed, the market-clearing rate on the official
foreign exchange market, dan not be regarded as the realistic rate,
because the raison d'etre of the parallel market is to absorb the

excess demand for foreign exchange,

The suggestien that the realisti¢~rate ig that which simultaneously
eliminates profitable parallel market operations and brings demand in
liﬂé'with the supply of foreign exchange, (0lopoenia, 1986:13) is
equally tenous, since the ma?ket clearing rate is optimal only within
a competitive pricing framework, But the conditions on the Nigerian
foreign exchange market are far from perfect, For one, the CBﬁ controls
the Funds in the market, as it supplies virtuglly all the foreign

exchange in the market,
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Secondly, the CBN has had to intervene on several occassions
to fix the exchange rate, The mogst n=atable of these interventions

weres .

[ . .

a) at the §;xtﬁ bidding session when the.CBN ammounced an
additioﬁal #11 million to the original @75 million to reduce the
marginal rate from Nu.é062 to ¥3.8525;

D) the BN rejected the rate of $#2,9990 recorded by the barks at
the twelfth bidding session and instead unilaterally imposed the
margihai rate of ¥3.200 to the dollars

c) at the 19th bidding session the CBN set aside the market rate
and settled for 3,500 to the dollar, only to be overrulad’ on
the same day by'the Government which decided on #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 fofeign 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
S3,108 ,03 million demanded, representing a short fall of 15 per
cent, (Okongwu, 1987)» Furthermore, traders, small and medium
scale iﬂdﬁstries complain abeut'the undervalued naira' while
big companies are worried about the ingbtability of fthe exchange
rate which makes business planning difficult, Thus, given thesé
and other imperfections, the exchange rate could hardly be called

a realistie one.

what is cerfain.however,_is that the SFEM took off with a
heavily depreciated rate of ¥4.617L to the US §1.0000 for the first
week of operation, compared to the First-Tier rate of ¥1.5731 to
$1,0000 as at 26th September, 1986, this implies a depreciation of

about 66 per cent. The SFEM rate further depreciated to ¥5.0585 per
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US dollar during the second week of operationg implying a
dépreciation of about 69 per cent, (Okongwu, 1987:12). As at.
September 28th, 1990 the naira had depreciated by about 103 per cent,.
exchanging at ¥7,9805 to the US dollar, (see The Guardian, 28/9/90).
While acéording to some official egtimabte the naira is still over
valued, .some writers like Phillips, (1987:11) Oluko, (1987, 1988)
were of the view that the naira has ﬁeen grossly undervalued. The
questign we are concerned here with is: to what extent is the
depreycia.,tn;.on of the nairs exchange rate consistent with the structural

problems in the Nigeria's manufacturing sector?

The strategic importance of foreign exchange in the accﬁmulation
process in Nigeris derives from what Toyo, (1987) called the tripod
strategy of industrialization: Raw materials and mineral oil were
exported to earn foreign exchange with which to import necessary
inpute for doﬁestic 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 term; of trade in favour of demestic
producers of nonfoil exports, This it is hoped would raise the
producer prices éf agricultural producers and therefore act as an
incentive to raise agrarian surplus to be used, on the one hand for
domesgtic producfion in especially agro-allied industries and provide
the market for domestic industries,vand on the other to export of
surplus primary products to earn foreign exchange to finance the
import of necessary industrial inputs., The efficacy of devaluation
in this respect depends on a number of eonditions 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 outpub, other important conéiderations are
perhaps more crucial, These include a change or transformation in
peasant methods of erganisation, inputs, infrastructure», storing
and‘marketing facilitiesaand exfension ser#ices, (Toyo, 1986:239).,
Although, the state seeks to improve on these, through DFRRI, and
other agencies and policy measures, peasant farmers can hardly
benefit from thése provisiens, eipecially such provigsions as the
export development fund, the export expansion fund, and wther-oredit
facilities, rather middlemen, and 'progressive farmers' with the
necessary contacts, connections and collaterals are mrere likei& to
benefit from these facilities. Further, were devaluation does not
guarantee either the adequacy Qf export prices or their stability.
Thege depend on the forces in the world market which local policy

matters have 1ittle control on,

Even if gome of these'constraints are overcome, there is the
conflict between the availability of markettable output domestically
and its export.‘mWhile gome agro-gllied processing industries would
demand this output, the export prices may be higher than what the
domestic producers could offer, Alse, as Loxley, (1986:96) observed,

. . . requires
expansion in export 4

much more than the correct price stimuli,
¥here must be, especially in the case of manufacturing export, a
reasonably Well developed manufacturing sector and then the ability

te penetrate competitive foreign market,

SeCOndl§; devaluation is expected to improve the balance of
pa&ments by raising the domestic.prices of imports and thereby
reducing their importation and ensuring greater use of domestic raw
materials., The works of Ajskaiie,(1985).?nd Nhamma (1985) have shewn

that the price elasticities of imports for Nigeria are very small,
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Thus, given the structural dependenqe of the Nigerian manufaqturing
sector on the importation of inputs, devaluation would affect the
volume and prices of manufacturing inpufs,'production Qosts,

capacity utilization; employment and Prices;‘ Impo:tg.generally
have been on the decline due to the foreign exchange constraints,
However, three categories'of_imports could be identified in Nigeriag
these are broadly;

i) imports of raw materials, capital and intermediate inputs with
hardly any domestic ;ubstitutesg'

ii) imports of manufactured goods that compete with domestic goods;
iii) imports of luxury goods with no domestic substitutes
General devaluation would affect all the categories of imports by
raising their naira denominated prices. Clearly, the more cruwcial
category .of imports is the first cafegory, in this category, the
degree by Which_devaluation will affect manufacturing production will
be uneven, depending largely on the level of dependence on foreign
inputs. Heavily import dependent industries, such as electricity,
electron;cs, basic metgls, iron and steel and vehicle assembly would
be more adversely affeéted than less import dependent industries like
agro-allied industries, (such as brewing, vegetable oil, food

processing, paper manufacturing paints and cements industries).

But even those industries that can expand their production by
sourcing their raw mate:ials internally, apart from the effectg of
other SAP policy measures like liquidity squeeze, trade liberalization
and Tise in interest rates, the cost of local seurcing of raw
materialsg is likely to be prohibitive due to the general inflation-
ary spiral. that SAP generates in the economy, If they succeed in
lecally sourcing thelr raw materisls, especially with the massive

state sﬁpporﬁ, then considerable foreign exchange could be saved,
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domestic value added, and employment could be raised. However, not
all industries could redesign their installed production technologies
in line with local raw ﬁaterials. While some TNCS may seize the
opportunity to strengthen their international sub-division of
production by sourcing some of their raw materials locally, many
TNUS, given the transnational character of their operations, 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 materizls will also vary.,
While TNCS have greater capital base and dominance over the multing-
tional banks in mobilising resources compared to the indigeneous
capitalists, and therefore could be expected to embark on greater
local sourcing of raw materials, a number of small scale industries
could, however, expand their opportunities by capturing a portibn of
the market of the highly priced goods of the import dependent indust-
ries whose prices must have risen due %o inter-alia devaluation,
Yet, the picture is more complex, for not all small scale industries
are local raw material intensive, and while some smal® scale industriés
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, there are other categories of
smalll scale industries very well integrated in to the network of the
MICS as satellite industries whose operations are directly linked to
those of the TNCS, Bmcadly, three categories of small scale Industries
could be identified, (Bangura, 1987);

First, there are traditional industries that are largely
dependent on local raw materials and technology like local textiles,
baskef weaving, leather works, traditional soap and cosmetics. These

industries are likely to benefit from devaluation and some of the other
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SAP policy meagures, This is.beoause of the likely expenditures
switch from priduchs =7 those industries producing similar
commodities whieh, however, were affected by devaluation which raises
their cost of produétioﬁ and therefore product prices. However, the
liquidity squeezé, trafre liberalization or smuggling, marketing
strategies of TNCS and‘SO forth ars all likely to restrict the
expansion of this category of 8SI, notwithstanding the various measures

of support the state plans to give them,

Secondly, thewe is a category of SSI that are direct product of
modern capitalism, which although they are local content inteunsiver
have been linked to the modern capitalist manufacturing industries,

- These include modern shoes, polythene bags, petroleum vaseline,
,sapdpaper, modern snacks like packaged cocog nub, cakes and so forth.
Depending on the critical content of raw materials imported, these
industries aré more likely to be adversely affected than the first

category of ssI.

The third catégory of SSi are those that haVe‘been_integrated
wholly in to the system of import dependence either by providing raw
mgterials and spare parts tp big companies oxr producing final goods
that rely upon a steady SUpply of foreign exchange to acquire the
necessaxry inputs for production, These industries include battery
acid, glue, modern cosmebtics; wire and galvanising, aluminium utencils,
show poliéh, nails, screws, PVC pipes bolts and nuts and so forth,

The low capital base of these industries does not allow them %o
compete effectively with the big companies in the acquisition of
foreign exchange, The general recession in the big companies,

negatively affects their fortunes,
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It could, therefore be argued that not all the SSI are entirely
local raw materigl intensive., While some could expand their activities
subJect to overcoming other éonstraints imposed by the gSAP, others
could be liquidated. While, it could be a1gued that those that maybe
liquidated are a necessary aspect of restruqturing to ensure a more
realistic manufacturing sector that utilizes domestic rescurces,
consequently saving foreign exchange, inofeasing domestic employment
and fostering therefore greater linkages in the économy, 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 brancheg of industry,

While some of the installed production technologies could be
redesigned to utilize domestic raw materials, this does not address
the critical questién‘of technologgcal underdevelopment and
dependence of the manufacturing sector and the economy at %arge.
Redesigning of pxoduction technologies could entreneh . the.importation
of other capital and intermedigte 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,

Pirst, the inherent dangers of a dependent and underdeveloped
manufacturing sector anchored on the importation of production
technologies in the form of intermediate and capital goods are being
reinforced in a more permanent way. This means that a fall or sluggish

serious constraints an the growth
grewth in the capacity to import, would imposqérate and general
performance of* the manufacturing sector gnd the activities related

S

" %o the sector.A
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Secondly, even if continous inflow of intermediate and capital
goods;is possible (which is certainly doubtful) it does not negate the
fiansnat{énal ownership and.controi of the production processq
Specifically, the production technologies could be oapital intensive,
(as has been the case), contrary to the specific requirements of
employment, development of indigeneous fechnology and grzater economies
of scalé. Iﬁfact, as revealed by Table; 9, SAP anticipates greater
dependence on merchandise imports from about 83 per cent in 1986 to
about 8l pef cent 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 remarkable,
it waélﬁﬁring one of the gfeatest capitalist depressions, (Toyo, 1987:5).
Rather than an inward looking strategy, thé S#P anchores the
accumulation procdess to the volatilé 0il market in which Nigefian oil
exports will supposedly go from 9l.li per cent in exports Vih 1986 to

about 92 per cent 1995, (see Table 9),

The third implicétion of reliance on imporfation of production
technologies ig the tacit acéeptance'in the SAP that btechnonlogy is
transferabié. But as Kwanashie, (1988:13) observed fhis strategy has
proVed‘to bé very ineffective.fér over a-quarter of a centnr& in
Nigeria; the strategy has failed to engender the broad catalytic
effect neceséary 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.congrbl and monopoly of Séiéntific and
technological knowledge in the contefipdrary matrix of power relations,
Kwanashie, specifically argued that the prospects for technological
development and self reliance under SAP is not bright, since the
programme fails to address the root causes of Nigeria's technological
backwardness within the world accumulation process, The dominant social
relations.in productiemland the'internal power relations seriously

militate against the adoptibn of new technology (Kwanashie Op,citzil),
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Table 9: NIGERIA'S FINANCING PROSPECTS TO 1995
(¢ thousand)

1986 | 1987 | 1988 | 1989 | 199 | 1991 | 1992 |1993 [1994 | 1995
0il BExports 6.7 | 7.6. | 8.8 10,2 | 11.5 | 12.6 | 140 }15.5 |16.9 18. L
Non=o0il Exports 0.k 0.5 0.7 0.8 i.o 1.1 1.2 | 1.3 1;5 1.7
Total Exports 7o 8.2 | 9.5 11;% 12,5 1 13.7 | 15.2 |16.8 [18.4 20;1
Merchandise Imports 6,0 |7.0 | 8.0 [8.7 9.4 [ 10.7 | 1&.% {11.5 [12.3 13;2?
Invisible Imports 1.2 | 1.5 1.6 1.7 1.9 2.0 | 2.2 1 2.3 | 2.5 2.6
Total Imports 7.2 8.5 | 9.7 10.‘& 1.2 | 12.8 | 12.9 }13.8 1h;8 ! 15;8
Estinated Pinancing gep® | L2 |54 | 5.7 | 3.6 | 1.2 | o2 | - - - -

* :
After rescheduled debt service.

SOURCES: World Bark and Federal Ministry of Finance, Lagos,. ef Toyo; 1987:5¢
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It could be afgued with respect to the SSI  that even if these
industries expand significantly they cannot form the basis upon |
which the development of selfe;eliant economy can be based. As Toyo,
(1988) has argued, the development of a self-reliant economy requires
that critical branches of modera basgic industries such as iron and
steel, non-ferrous metallurgy, fuel and power, chemical, congtruction,
maverigl and engineering industries are established to provide the
needed capital and intermediate inputs of the other categories of
industries. The iron and stecl industry in Nigeria is'ha;tgq“by the
depregsion and indebtedncss and of the remaining critical branches of
industry only cement and fuel power have an existence of<any signifi~

cance,

Finally,.the politicg of devaluation requires a cut in real wages
by making all imported goods (and their substitutes) more expensive
in relation“to workers incomes, uvut this sows the seeds of inflation
and political destabilisation, (singh, 1986:108), This is because
devaluation by reducing the standards of living especially of the
urban cansumers of the imported goods, would inevitably lead to
compensatipg wage demands, which if w.met would produce political
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 Nigeria, given the fragile political
base of ruling/olasses is highly questionable, without resort to
some authoritariansm. This, as employed by the Babangida regime,
‘has resulted in the banning of organisations like the Academic Staff
Union of Universities, ASUU, the National Association of Nigerian
students, NANS;_the weakening of the Nigerian Labour Congress, and
the muzzling of the press and ether opponents of the SAP policy

measures., Bven with this, and perhaps because of this authoritarianism,
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and the rapid fall i? the standards of living of the already
mi serable conditions;of the vast majority of workers, and other non-
prepertied classes, 1g££o have been several demonstrations most
notable included the-nationwide, April 1987 demonstrations and the
May, 1989 !'sAP-riots!, There were, infact, - two reported attempts
at ousting the regime of Babangida, seen as responsible for the

increasing hardships in the country,

But, the propertied class could adjust very well to devaluation.
Given the structural dependence of the economy on the importation of
inputs, especially for manufacturing production, devaluatien could
bring some liquidity and éash flow problems and raise the cogt of
preduction, but firms coulauéaise prices, especially in their mono-
poligtic position, to maintain profitability. Infact, because of
the accumilated profits and the super profits made by firms
immediately before.and after SFEM wasuintroduced, firms were able 1o
bid for foreign exchange in the Foreign4Exchange auction nmarkets atb
rates se high that the marginal rate as at 30th April, 1987 was about
#3,00 to thé dollar, 1Infact, the bids were so high that the Duich
Auctien System had to be introduced on 2nd april, 1987. By this
system, the offieial pate of currency was fixed at the marginal rate

but authorised dealers buy at the rates they offer, (Okongwu9 1987).

3:2:3 INTEREST RATE ADJUSTMENT

Theoretically, interest rate adjustment is supposed to work as
anfinétrﬁment‘for achieving both internal and external balance.
Internally, a higher rate of interest is, on the one hand, intended

DS
to reduce the level of investment expenditures by increasing the cost
of capital\funds in the market and‘by_so doing, eventually reduce
domestic iﬁfl'a‘tion° Higher interest rates, on fhe other hand, are

supposed to increase the return on savings and thus stimulate the



36
population to save a larger proportion of their incomes, thus
catting immediate consumptioﬁ..'At the external front, interest rate
adjustment aimé at an upward‘alignment of the domestic rates tg bring
them at par with internatiéﬁél rates so as to attract rforeign capital

inflow and stem capital flight, -

The gowernment as noted earlier has varied the minimum rediscount
rate (MRR) between 12,75 percent and 15 percent since August, 1987,
compared to the pre-SAP discount rate of less than 10 percent., The
prime lending rate as a result of the rige "in the MRR now ranges
between 18 percent and 27 percent; making Nigeria one of the countries
with highest interest rates in the world, Concomittant with the
depreciasion of the naira was the reductien in money supply OH1) from
%13,267.8 million in 1985 +to ¥12,728.3 millions ®12,238,6 million and *
#11,811.2 in 19865 first quarter and second quarter of 1987,
respectively, (¥0S, 1988:27).

The efficacy of interest r%tes adjustment raising the amcount
of savings and therefores aneetibl%mmds depends largely on the class
categers of the savers, the banking habits and the general political
climate. In Nigeria, the undardevelopmd barnking habits, wide spread
poverty, retrenchment, unemployment, low wages and political instability
among other factors, generally militate against any substantial
increase in savings among the majority working class, peasants,
middle class professionals and some sections of merchant capital. -
Merchant capital may consider the rates less lucreative
compared to investment in'commeroe, trade and real estate.
However, some sections of the bourgeoisie, particularly the multi-
natiogél'baﬁks with their greater dominance in the economy and ability
to mobilise and attract to raise more savings, to enhance accumula-

tion, ~ At the saue time, the accumulated and unrepasriated profits
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Thus, while some savings could be raised by the bourgé%i%@kga ,effg
there is no guarantee that these savings would go in to froducti;;ﬁyM
gsectors like manufacturing, as more lucreative, gnick maturing
trading and commercial sectors may, in the context of the market, out
compete the manufacturing sector, in particular even if the manufac-
turing sector ig able to attract some more resources, it is doubtful
whether they will go in to the more critical branches of the manuf-
acturing sector; rather, there is greater likelyhood of these resources
going in to the dominant and more profitabie, consumer goods sub-sectors.
It is posgible, 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, (198A) has argued that because financial institutions in
Nigeria congidered small scale entrepreneures as high financial risks,
they are generally reluctant to grant them credit facilities, An-
analysis of the performance of commercial banks in Nigeria against
the directive of the CBN, which stipulates that 16 per cent of 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, 1980 - 1985, For example,
commercisl bank Lending to-the small scale industries was only 1,663
2,%%; and 2,0% in 1980; 1981 and 1982, respectiwely.
Although, the percentage has more than doubled from 3.1 percent in
1983 to 7.9 percent in 1985, the generai performance still remains

less than the prescribed 16 per cent, (see Table 10).
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Table 10; NIGERTA: Bank's Performance under the guidelines

prescribed targets :(ﬁ' ‘million)

SO

(L)

M N )
Total No, No. of Bank's Potal | Loans-to | As per—
Year of Banks Respondents| Lears target cent eof
o S ferew | (3)
1980 20 10 6, 300.00 102,10 1.6
1981. 20 12" 8,600,00 | 203,10 2.3
1982 22 11 10, 300,00 | 206,70 2,0
1983 25 16 11,100,00 | 351,30 3.1
1981, 26 20 11,500,00 354430 3,0
1985 28 o7 12,170.10 | 977.20 7.9 .
SOURCE: Adapted From Sule (1986).
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Although the current official emphasis, is to suppor.£ the ssT
through the Naticnal Econonrf_o‘Re'co.very Fund, NERFUND, tﬁe National
Directorate of Employments NDE and so forth, these categories as
noted earlier; cannot bé relied upon fér genuine_industrialization
unless they are backed up by producer goods indugtries. Considerable
advance,of course, could be made if some of the SSI could merge,

This would mean more capital, technical capacity and greater-ability

to compete.

At the external front, the use of higher‘rateé as‘a mechani sm
to attract foreign capital flows in & oountry'iike Nigefia, does not
take seriously the uncertainties associated with the domestic
political economy, These uncertainties and especially the likely
consequences of loosing control of state power, continue to stimulate
capital flight oufiof fhe economy, Upward adjustment of the rates of

interest and devaluation do not guarantee repatriztion.”

Finaily, although with the liquidity squeeze, high interest
rates, firms would find it more difficult to borrow, they could, as
monopolists, continue to faés on rising cogts, to their oonsumers,
subject to the latter's income and tastes and so forth, ultimately,
therefore, the rise in costs of production will fall on the consumers.,
‘The ability to do so, is, however, particularly restrained by the wage
freeze policy and consequent consumer resistance. Inflationary spiral
is most 1likely to continue, because due to the rising cests and in
order to retain high profit, firms have to sell at higher prices,
whatever they can sell to their customers. Yet from the profits they
meke, because of inflation, the firms have to obtain investible funds

productien
at gtill higher costs, to keep up and so higher p®essire
-on their costs structu;es which they compensate by high prices and

so on. In the long run, capacity utilization and employment will

remain low, with little production,
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TRADE LIBERALIZATTION

4fhe§retioa11y, trade liberalization derives froﬁ the view'that
the Nigerian manufacturing sector has been overprotected uhder the
guise of either infant industry argument and or nationalism, and
therefore resources have been inefficiently employed, leading to poor
quality and overpriced products, Thus, trade liberaligation involving
total dismantling of, and or severe reducticas in the tariff rates
will, along with other SAP policy measures rationalize the import
strucfure of the manufacturing sector, encourage competition and a

more efficient allocation of resgources,

The pattern and extent of trade liberalizstion would vary.
while the government had succumbed to the demands of the World Bank
and IMF, and even agreed to allow experts from the World Bank to
draw a comprehensive tariff structure thal encourages competition and
at the same time protect Jemestic manufatturers it is not likely te:
concede to total liberalization os trade;, instead there would be
selective trade liberalization, even this would inflict damaging
results ou employment and local self-reliant industrial izition,
(Yahaya, 1988:61),

In the specific case of Nigeria, the efficacy of trade liberali~
zation would vary., TNCS with greater advantage of technological,

. ‘ . ecenomies
managerial and marketing

of scale over their incipient
Nigerian small and medium scale manufacturers could adjust better to
the possible increased cost of production and intensified competition
froh foreign capitals, Sections of the indigeneous smell and medium
scale industrier on account of low technological, managerial and
marketihg economies relative to the TNCS will face -serious congtraints

competing with forelgn capital along the same lines of production,

Some of the indigeneous manufacturing firms wild) therefore close down,
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especially those that were (even before the inception of sAP),
onerating marginally, Some of the local firms, however, will be taken
over by foreign capital, while those that remain will have smaller
markets left due to competitiemn from imports, Although increased
importation of especially finished goods, would make the phenomrenon
of dumping a reality in Nigerig it is likely however, to stimulate
greater efficiency, growth and better markeiing strategies, and

possibly raise the level of employment.,

The scope for enhancing export of manufactured goods, which
are likely to be basically consumer goods, is limited by the global
glut of manufactured goods,. (Nixson, 1986)% rising protectionism,
especially in the develgpéd capitalist countries, the worsening worlé
depression and the indebtedness of the third world, Still, within
the 1imited scope for export of agricuitural commodities, some
prvblemg could be anticipated that relate to the agro-allied
industries., Bxport of some raw éammodities denies some agro-
allied industries the benefits of internal sourcing of raw materials
uless the loczel manufacturers or agro-allied processing incustries
are able te offer prices beyond what could be obtained at the
infernational market., Moreover, while this opens an opportunity for
agriculture to feed the manufacturing sector directly, some of the
vested interests that have developed around the export of primary

products could not easily be diglodged as to allow for this linkage.

Finally, an economy geriously riddled with balanez of payments
crisis and mounting indeb#edness could not ordinarily have antici-
pated trade liberalization; Rather trade liberalization only makes
sense within the context of the demands of fhe IMF and dreditbr

nations for greater access to Nigerian economy, (Kwanasghie, 1988;h)i
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The World Bank and IMF, hcwever,,are not philan®rophic institutiéns,
rather they have a logic to construct, regulate and support a world
system, where capital moves without restrictions, (Harris, 1986),.
This logic receives a practical articulation in Hamilton L, H.,
Vice Chairman of the U.S. House of Representatitves in justifyiné

increased U, S. fiscal support for the IMF;.

"The IMF legiglation will help indebted 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 the IMF, and US exports and jobs becomes
clear when we examine the recent history of our
trade with Mexico, third largest among our trading
partners. In 1981, we exported roughly g18 billion
in manufactured goods and farm prodncts to Mexico,
By the end of 1982 our exports had fallen by g6
billion due to Mexico's liquidity problems.
Were exporbs to Mexico to remain at yvear end levels
we would lcs> approximately 250,000 jobs, . Hope for
an increase of our exports lies with the IMF adjust~-
ment programme. With tne IMF financing corditioned
on the imposition of sound economic measures in

. Mexice and renewed commercial lending to that nation,
Mexico will get its economy moving and increase its
purchase of our products", (The Cuardian London,
1/5/83:16 culled from Usman, 1986:101). .

322:5  ATTRACTION OF FOREIGN INVESTMENT

The SAP seeks through devaluation, higher interest rates, trade
liberalization and other supportive policy measures to attract
foreign investment, to boost production, raise employment, transfed -
technology and encourage export... The policy of attracting foreign-
investment to ensure development in the third world has its roets in
the orthedpx vicious circle of poverty hypothesis which grgued that
the Third World countries have been caught in a vicilous circle of

poverty, which could only be broken by infusion of foreign capital
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from ﬁhg now developed countries. In modern development economics
parlance, the vicjgus circle of poverty hypothesis has reSUffaced
under the theoxry of ;esource-gap. Accordihg to this-theory, in the
third world there is a chrohic and permanent gap between availafle
reéources and those ﬁeedéd to.méet fhé raising domestic needs and

aspirations of the people,

In the context of Third World Industrialization, the theory

assumes, a gap between the demand for foreign exchange for the

"impértat;ggygf:needsd inputs in tﬁé industrial sectév and its

availability. -Acoordingly, policy récgﬁmendation is made on the need
to encourage foreign capital inflows via such agencies as the ™NCS,
the IMF World Bark and othervbilateral and multilateral instititions,
to finance the gap. Empirically, the ‘success' of the so-called NICS,
hags been bartly traced to the capability of the state in these
oountries.to attract foreign investment, (Blenefeld, 1989, Balassa,
1983) and maze the industrial sector export oriented,

Thé manifestation of the current crisis in terms of inadequacy

~ of foreign exchange to import needed inpute. has given rise to a

- fetishisgbion of foreign scchange in the development process.

Censequently, series of policy measures and institutional reforms are

being undertaken to ensure greater foreign exchange earnings. In this

process attraction of foreign investment seems to be more permanent

and reliable,
However, mers policy measures important as th.y are, are nat the
oﬁly criteria that attract foreign investment, Other social and

political conditions are paramount, The experience of the export

ofiented aaonomles of South East Asis, has shown that not only is

. - © . .

a highly repressed, cheap and non-unienized labour force important,
- H # ) B e .

but also thepredilectiens of internatienal politics and the ability

of the state to exploit these 0p§orfunities. Even then, the efficacy
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of foreigﬁ'inVeétmenf'in the development précess, especially via the
agency of TNCS'has been questionéd.’ The authoritarian character of
the accumulatien process under the supervision of the nation-state,
the 5bsence of any significant transfer of technology, highly skewed
income distribution, faster rates of labour turn over and unemployment
have been shown to be some of the major features of the development
process anchored on foreign investment, (Bienefeld, 1939, Frowett,
1985), 1In addition,.even the foreign exchange earning capacity of
fereign investment has been evershadowed by the increased balance of
payment problems and high indebtedness of the NICS. For example, the
total debt of Argentina, Brazil, Mexico, in 1985 gtood at 50,8 billien;
#107.3 Billion and $99.0 billion, respeetively, (see Union Bank,

Economic Newsletter, No. 25, January 1987, P.20),

Granted the state in Nigeria could sufficiently provide incentives
to meke 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 manufacturing
base in Africa? .It could be difficult to answer this categorically,
becausge, altheugh some of the conditicns could be provided by the
state at a particular conjuncture their sustenance overtime is
dependent upon the balance of forces which 1s shaped and transformed
by foréesvand processes both within and outside the control ef the
Nigeriah state;

A crucial factor in the whole equation is the relative strengths
of labour and capital, (Lawrence, 1986:3). Since the resolution of
the crisis depends upon a combination of preductivity gains and
substantial reductions in the rate of growth of real wages, so that
the cheapeniﬁé of goods'éan‘lead to an expansion in sales interna~

tionally, then the relative organisational capacity of labour becomes
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most central to the restructuring process. If the organisational
capacity of the working class rgmains weak and disjointed, thus
¥i1ting the balance of forces in favour of capital, then the capacity
to block the curiént capitalist,reconst;tution;of‘thévpoliticél
economy'wduld'be”ﬁnderﬁined, This would allow for intensified
exploitation of labour and resources of Nigeria by foreign capital
in'alliaﬁcé‘wiéh ﬁhé iﬁdigeﬁeous capitalists and the state, And
given the weaknesé-of seofiéns of domestic bourgeoisie vis—arﬁis
foreign capital, and the fact that tne current ;ajﬁstment effoits
are being pursued at the instance of foreignrcapital, the hegemony

of foreign capital may well be strengthened and or even enhanced,

It could also be argued, that théfnature of foreign capitel
inflow may be in such spheres that are ecologically disastrous,
Intensified anti-pollution campaigns and green movements, as well as
corporate taxes in some specific branches of industry in the
developed countries for example, may force concerned industries to
relocate in Third world countries, Like Nigéria, where these
movements have not gained any momentum, if at all they exist, to
demgnd greater attention for the ecdlogical iﬁplications of thege
industries,

I% has been argued that export of manufactured goods as opposed
to primarxry commodities will not result in greates foreign exchange
earning stability, (Love, 1983), becaﬁse LDCS are péorly pléced in
the current international economic order'to cope with fluctuatiomsg
in the output of manufactured exports resulting from periodic
‘shortages of raw materials, capital equipﬁént, gspare 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 cdmgélling and systematic conceptuali-~

vation of foreign investment in the Third world. Thf%‘derives from
in the communigt manifestor

the Marxist analytical framework, MaJDQA_,;f~f~’ Sl e e
. . ., argued that capital moves across space in search of
cheaper raw materials,Alabour 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 conditiocas of accumulation, especially the
fise in trade unionigm, faster rates of technological obsolesence,
increased competition among capitalist firms, which make for lower
profitg rates in the developed capitalist countries vis-a~vis the
cheap, nonuniovnized labour, abundant raw materials markets and the
pleﬁhoré of incentives increasingly offered to capital in the LDCS,
This thesis accords with the deindustrialisation 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 provisien of incentives and ingtitutional reforms by the
Nigerian gbtate to attratt fdfeign investment accords with the changing
conditions of global accumulation, which although entailing reprassive
and exploitative labour conditions will result in an improvement in
the productive forces and heighten social struggles, It is, there-
fore, possible to see why effective working class organisation can act
ass an obstacle, from the point of view of capital, to this newphase:
of capitalist accumulation, Consequently, the state seeks to weaken

and cajole working class organisations in to submission,
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PRIVATIZATION AND COMMERCIALIZATION

The current crisis of caritalism as noted earlier, ocecuring
amidst widespread neo-colonial state intervention, has brought the
developmental state'unaer‘attack;' It has been argued that state
intervention has engenderéd distortioné; inefficiencies and wastages:
The state expenditures and parastatals have to be rationalised,
privatized and or‘commercialised,'to maeke them more efficent and
cost effective, Greater emphasls is to be given to the private
sector and market forces in the allocation of resourées. The speoific
implications and significancé of privatization and or commercialization
of the state parastatals are mamy;

Primarily, the currentlretrenchment of the state in gsome sectors
shows how the current crisis is to be resolved in the interest of
capital. Capitalism needs an inberventionist 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 capitaligt exploitation would ve exposed; and the entire capitalist
edifice would come down crumbling under the pressures of workirg class
demands,(Bangura’ 1986) Yet increased state %nﬁiﬁgenti‘hlimits the
surplus necessary for expandéd accumuilation, in the contexs of the
fiscal cfisis of the state, the state seeks to transfer resources
from social sources such an education water Supply, health, through
charéing higher prices to enhance accumulation in sectors like
manufacturing.?

It has been proposed by government that a numbef of manufacfuring
concerng owned by the state aré to be commercialinzd or privatized
to a varying degree, What othérs like pkor, (1987:7) see as the

gains of economic nationalism derived. counsequent upon.
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Cénseqﬁent upon the oil boom, in which the state prépped up the
indigeneous qapitalists and acquired shares in most subsidiaries

of TNCS, are from the imperialist perspective deviation from the
imperatives of the capitalist system, as they are seen to have
created distortioné, ineffiéiehéies and so forth, Thus, the state's
shares in tkese concerng shonld be returned to the private sector,
Ain order to regtore efficiency and growth. There is, however, no
convincing empirical or theoretical evidence of the gupposed inherent
efficiency of the private sector in Nigeria. Infact using the
profit'cfiterion as a measure of efficiency, it has been shown that
the aliiance between the state and capital at large, allowed capital
to flourish through numerous state policies, projects and agencies,
fraudlent inflation of contracts and outright looting of public

funds (Alukd, 1988:17; Usmsn, 1986: alkassim et al, 198 5).

The current retrenchment of the Nigerian State to more
productive areas of accumulation signifies the coming of age of
the indigeneous capitalists to own and comtrol lucreative and
fertile areas of accumulétion to be privatiied.‘ Poreign 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, the extent of the
retrenchment of the state is also likely fo be mediated by the
régional.disparities in the patterns of capitalist development in the
'countiy. Generally, the more developed industrial areas like Lagos,
Kano,'Kaduna, Port-Harcourt, Enugu and Aba are much better places
to benefit from privatization than the other areas., But, the
tengionsg ethnicjreliéiéﬂs and reéignal‘orientationg Qf,the bourg-
eoisie may seriously mi1itate against wholesome sales of the state

shares or enteri)risesn This is particularly so because; part of the
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reason for the maintenance of the current Federal Character is the
use of the gtate shares and parastatals in maintaining patronuge and
consensgus among the different social groups and classes in the

comtry,

It is predictable that. the partial priVa‘tization of capital
intensive irdustry with Luge state investmentllike the iron and
sfeel industry, while providing opportunities for indigeneous
capitalists to consolidate aud control some strategid sections of
industry “is bound to have adverse effects on Nigerié's industrial
growth, especialiy in the area of construction industry. This derives
from the inflationary effect of high cost ﬁroductiun and inﬁqequacy
of gkilled manpower to manage these~industries.m The commercializatior
of NEPA would raise energy bills, thus affecting the cost strﬁcture

of especially NEPA dependert industries. f[n effect most.of these

policies are inflationary and would give rise to increased cost of

production, However, the state may realize greater reverue with

" which to subsidise the industrial and other sectors,

THE NEW INDUSTRT AL POLICY

The NIP is essentially a restatement and elaboration of the
policy objectives and strategies of tﬁe SAP as they relate to the
industrial sector, It does not contain any significant c¢hanges from
the provisiong of the SAP. Apart from the clarification of objectives
gspecific strategies of.achieving these and explicit recognition of
small énd medium enterprises gas focus of industrial development,
only the re-classification of the areas and terms under which Nigefiah
equity ownersghip as againsf foreign bwneEShip congtitute some
meaningful policy changes, On the whole, however, the objéﬁtives of
the NIP do not differ from the gtated obj;ctives of industriglization

of the Nigerian State over the past three decades. While the strate-
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gies to be employed to achieve these objectives remain consistent

‘with the gAP policy measures;'namelyg exchange rate adjustment,

trade liberalization, priVatiéatioﬁ‘and commercializatioﬁ; attraction
of foreign investment, greater reliance’oﬁ market forces, export
promotion‘and supportive infrastructurai - and - incentive measures,
The effioacj of these measures have beén discussed in the pre—
ceeding sections of this chapter, we shall therefore not go in %o

that here,

CONCLUSION

The SAP policy meésureé, despite the new 0pportunitiés fhey
provide, do not fundamentally address the structural distortions and
soclal relations in the manufactﬁringksectoro The ﬁeasures dé not
confront the dominance of the manufacturing bj stubgidiaries of TNCS
and their domestic agenis which anchor domestic production to the
acquisitidn of foreigﬁ inputs.' The measures while in some respects,
like in agro—aliied indﬁstrieé, favour domestic sourcing of raw
materiagls, generélij feinfofce the structural distortions and powerfu”
intérests that benefit ffom these arrangements, The chapter
attempted to highlight how and why the SAP policy measuresg favour
genérally foreién capital and some sections of the domestic bourgeoi-
gle, the possible intensification of the use of production
technologies which are at variance with internal requirements and
resourcevaVailability under SAP, While seriously discriminating
againgt éome sectiong of the small and mediuﬁ scale eﬁterbrises, the
SAP brovides greater opportunities for profiteering actifities,
crushing of labour unions, unemployment, inflation and increased

dependence on foreign technclogies, expertise and finance,
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The SAP, therefore, fér from predicating industrial self-
reliance on economic independence, based on national ownership contrcl
and plamming of development, the existence of bagic industries
nacessary for auwbonomous, self-reliant development, the capacity to
originate and modify modern technology, rather the programme seeks
w0 anchor the manufacturing, as indeed other sectors, firmly in to tho
world capitalist accumulation process with all the consequences thet
this entails, In the next chapter; therefore, we survey the macro-
economic evidence of the impact of the SAP on'Nigeria's manufacturing
sector in particular to see whether our anticipations accord with

the empirical outcomes,
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CHAPTER FQUR

STRUCTURAL ADJUSTMENT PROGRAMME AND THE'MANUFACTURING SECTOR 3. SOME
' EMPIRICAL. OUTCOMES

INTRODUCTION:

The SAP, as we have seen, aims at restructuring and diversifying
the productive base of the Nigerian economy to reduce dependence én the
0il sector and imports, establish 2 sustainable, non-inflationary growth
path and enhance efficiency in the allocetion of resources, both in the
public and private sectqrs° As shown in chapter one, even before the
official proclamation of the SAP in 1986, most 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 introduced, import and -
export licensing as well as price controls abolished and interest rates
subsequently deregulated the tariff regime was also liberalised and some
civil service reforms effected. Hewever, policies relating to commerciali-
zation and privatization of public enterprises and the adoption of
'appropriate; pricing arrangements have taken more time to implement and
some are still yet to be fully implemented. What then are the empirical
outcomes of the measures so far implemented?

This chapter surveyed the mscroeconomic 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 éttempted 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, manufacturing 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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There are basically two conceptuel approaches to evalusting the impact
of the SAP on the economy (Killick,198L). First, is the conventionsal
approach. This compares relevait macroeconomic variables before and after
the introduction of the SAP, This approach is said to be objective in
that it allows changes in the rclevant variables to be observed empirically.
The second approach is the counter factual spproachs this compares the
vrosremme results with what would have occurred in the absence of the SAP.
This spproach has two versions namely: the absclute and relative versions.
The obsolute version is purely an exercise in econometric simulation, as it
involved the fitting of some selected historic time series data on a trend
egquation to predict the likely economic development in the absence of SAP,
The relative version,on the other hand, involves a comparison of the
performances of countries that adopted SAP vis—a-vis those that had need
for SAF but did not adopt it during the same period. (Nnsnna, 1987:40).
The counterfactual approach in general has been found to be subjective and
rceguire comprehensive data, its use tended to be restricted to the IMF and
other irnternational organigations with comprehensive data and resources to
alford the approach.

In this chapter we adopt the conventional approach, for its objectivity
in comporing changes in macroeconcmic variable before and after SAP,
subject to data availability. Some of its inadequacies, however, should
be acknowledged. For example, the approach tends to under play the
socisl relations that give rise to the empirical facts or figures worked to
gubstentia®e the performance or impact of SAP. This is so because not all
social phenomenona are quantifiable, Further, precise delineation of
pre~LAF end post~-SAPperformence is impossible, since the dialectical
interactions and working—out of past policies, influence the subsequent

traject f i e adj °
rajectory of the dynamics of the adjustment process Also, the extreme

limitations of dats in Nigeria especially interms of methodology and
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technigques of collection pose scrious problems of effective evaluations The
nveilable data are generally inconsistent and incomprehensive. The

general ambivalence of individusl manufacturers tn releasing data on their

)

berformance necessitated the broasd macroeconomic approach adopted in this
study. This, however, tends to overgenerslise the performance, since
specific individusl variations could not adequately be taken care of.
Trus, more detailed studies are needed to capture the dynamics of the
adjustment process in the wanufacturing sector.

The chapter is divided into three sectiéns. Section one,reviews the
performance of the economy under the SAP from 1986 +to 1990, subject to
dote oveilability. Section two; exemines the impact of the SAP on the
monufecturing sector in terms of some selected variables, as noted above,

ond scction three; conecludes the chapter.

IMPACT OF SAP ON THE BCONOMY: AN OVERVIEW:

Cfficial and 1libsral reviews of the performence of the economy
under the SAP have generally found the impact as mixed, having both positive
and negative results. (Okongwu, 1987:283 Ahmed, 1988:3; Bierstaker, 1990)..
In o published document on Babangida's four_years in office in 1989, govern-—
ment stated that, the SAP has recqrded some appreciable gains. The GDP re-
corded 'modest' growth rates of 1.8 percent in 1987, L.1 percent in 1988
and L percent in 1989. There was increaged inflow of foreign investment
which by April 1990 totalled ¥1.4OlL billion in new investment through the
debt conversion programme. This was consumated in the agriculture,
manufecturing, building and construction, hotel and tourism =nd other
seclors of the économy. The exte. al revenue improved yith #991.8 million,
due to goreign exchange esrnings of $6.85 billion, between January and

November, 1989. By February, 1990 the external reserve rose to
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:16.807 billion. The balance of payments also improved with ®3.L69
billion in the first six months of 1989 as against a deficit of ¥1.119 bil-
lion in 1988 (ThisWeek; May 21'y 1990:18). '

Goverrment glso argued in the above document that as a result of the
trade and payments liberalisation which brought higher commodity prices in
naira terms agricultural production increased remarkably., Production of
cxport crops such as palm kernel, cocoa, rubbef, caghew and groundnut all
increosed, Cocoa for exsmple which sold for ¥1,600 per tonne went up to
L 25,000 per tonne in 1988. This stimulated cocoa production from
90,000 tonnes in 1986 to 140,000 tonnes in 1987/88 season. Cotton
production rosé from 50,000 bales in 1986 to 300,000 bales in 1987/88 seasor
The local production of wheat whose importation was banned, increased from
60,000 tonnes in 1986 to 300,000 tonnes in Kano State alone, while productior
in three other states were put around 250,000 tones., Food production was
also said to have increased as evidenced By reduction irn imports of basic
food stuff, from 15~17 percent between 1980.and 1985 to 8.8 percent in 1987
and 'fooa is visible in the markets and on the shelves of shops and large
morkets® (Bierstaker, 1990:5),

The increase in agricultural production according fto government must
have boosted gainful farm employment and opportunities. The SAP has also
incressed the participation of city dwellers in part time farming. There
is the enhanced acceptability of the idea of self-employment and expansion
in self-employment and expansion in self-employment opportunities. The
SAP has thus created an atmosphere of greater ingenuity in enterpreneuvrship,
tapping the latent entrepreneurship spirit of Nigerians hitherto
dompened, especially by dependence on government white collar jobs. Closely
related to this, 1s the observation that SAP is rationalising individual

and notional consumption pattern away from foreign imported items to the
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consuvnption of domestically produced items. Many industries that hitherto
depended on imported raw materials now uéliiée local raw meterials to a
greatér degree and at a fast rate. Thosse industries that sourced their
raw moterials locally achieved higher capacity utilisation rates,; there
include, for examply tyre and tuoe manufacturing (80%); footwear, (61%);
textile, (5L.T%); printing and publishing, (53.3%); drugs and carpets,
"50.6%)3 while those that are heavily import dependent like auto-assembly,
communication equipment, radio and television experienced lower capacity
utilisation rates of less than 25 percent.

However, the government, observed that half the jumber of the firms in
the manufacturing secfor utilised between LO and 10C percent of their
iustslled capscities. That, the sector has been the fastest growing sector
of the economy since the inception of the SAP. GCovernment figures show
thot manufacturing production recorded an average arnual growth of
16 percent between 1987 and 1989, compsred with the average growth of only
1.3 percent between 198l and 1986, (CBN, April, 1990 ThisWeek, May 21,
1990). The increase in manufaciuring prcduction, it was argued, resulted
in o major reduction in consumer goods imports from an average of
nearly L0 percent of total imports between 1980 and 1985 to under 25 per-
cent in 1987. (Bierstaker, 1990:5). Since the expansion was associated
with those industries with extensive backward linkages (textiles, food
processing, plastics, rubber containers glass bottles, cement, footwear
and breweries), Bierstaker, ( [§4G % 5) argued that, Nigeria under the
SAP wes closest to genuine ISI than in the laét 20 years since
independence.

According to Government, increased agricultural and industrial produc-
tion ond the more efficient allocation of resources have made goods

aveilable and inflation growth rates contained. O0fficiel figures from the

705 stated that inflation has been reduced from L2.7 percent in 1988 to
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L0.¢ percént as at December, 1987 and to further 38.3 percent in

Jenuery, 1990. Government further srgued that, incfeased revenue from the
mouwtization of petrodollars in +the foreign exchange market made it
peseible for workers, in both federal and state sectors, to be pzid
regularly and financedthe activities of DFRRI and NDE, through which it
hopes to ensure a transformation of the rural areas (Ahmed, 1988:3), and
expand émployment opportunities for individuals,

Perhaps, it is at the external front that the 'gains' of SAP are most
vigsible 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
creditor clubs,; that hitherfo insisted on the adoption of SAP. Accumulated
debt of #14.1 billion were rescheduled in 1986 and 4987. ‘The fotal debt
service to export ratio was reduced to under 80 percent. Without the
debt rescheduling, it was estimested that Nigeria's total debt service to
export ratio would have exceeded 75 vercent by 1988, (Bierstaker, 1990:l).
Nirerig, as a fairly 'disciplined'; ‘good reformer', compared to other
countries implementing SAP; was able to clear much of its back-log of
short term trade debts; thereby enabling a resumption of trade credits and
more 'nmormal' international financial transactions 2nd changed the
composition of its debt portfolio in a positive direction (Bierstaker,
19903&), Thus although Nigcria's debt under the Babangida regime rose
from about $20 billion in 1985 to over $30 billion in 1990, the rate of
new debt accumulation was lower; and more importantly there was a change
from short-term, private debt with higher interest rates, to long-term,
lower interest and longer maturation debts, (Biersteker, quf)’).

The above are some of the gains of the SAP which the government now

secks to consolidate. Given more time and resolute pursuit of the SAP, it

wos argued, the gains would become larger, more visible and durable.
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Both the official and liberal revisws, however, argued that every SAP
invelves dislocations and disruptionss there would be both winners and
losers, Thus; although it was recognized that the SAP has engendered some
adverse side-effects such as inflationary repercursions, increasing
unemployment, the deflationary impact of tight monetary policies. It was
stressed that given the seriousncss and intractable nature of the problems;
which the SAP was intended to deal with, these side effects were unavoidable.
They are some of the sacrifices which must be made now to secure future
prosperity, (Ahmed, 1988:3).

In agpparent reference to some critics of the SAP, the CBN governor,
Ahmed, (1988:5), argued that had the country continued with the pre-SAP
policies of stringent trade and exchange controls, together with an
overvalued currency; capacity utilisation would have been lower and acute
supply shortages would have ensured, moreover, non-oil exports would have
stognated, governemt revenue from oil would have been lower, and government's
figeceol integrity would have been seriously eroded. The logical conclusion
of this scenario of 'what would heve happened if the country had failed
to adopt the SAP is economic collapse' (Ahmed, 1988:5). Government
therefore continues to demand from thevpeople iron clad discipline, greater
socrifice and patriotism to sustain the path of growth mapped out by the
SAP, for 'any departure from this peth of rationality would be to court
disester' (Ahmed, -J9g€8..).

A number of observations could be made with regards fto the official
and liberal reviews of the performance of the economy under the SAP.

First, the review was pre-occupied with the nominal or monetary, rather
then the real performance of the economy, this according to phillips,
(198837) is akin ‘o 'indulging in a game of deception'. It could be
argued, for instance, that in real terms the GDP at'constant 1977/78

factor costs declined from 26,2 billion in 1985 to ¥25.3 billion in
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1986 and to ﬁ25;6 billign in 1987, Tven at constant 198l factor cost, the
GIF declined from 74,5 billion in 1985 to 72.9 billion in 1986 and to
73,8 billion in 1987, However, at current factor cost (in nominal terms)
the GDP gives an erraneous performsnce of the eéonomy, by indicating
constent improvement from ¥65 billion in 1985 to about E75 billion in
1987, (Phillips, 1988).

On per capita Dbasis, the total output of the economy has been falling
since the on set of the crisis in 1982. Infact, even the World Bank
estimnted that Nigeria's per capita income fell from about 800 since the
early 1980s, to about #370 in 1987; and to around #350 in 1990, The Bank
hos since 1987, rated Nigeria down from a 'middle income' economy to a low
income economy (Phillips, 1988; Bierstaker, 1990).

It has also been argued that although the value of exports in naira
terms had increased from ¥8.9 billion in 1986 to #30.2 billion in 1987,
in real dollar purchasing power terms the wvalue only increased from
#6 billion in 1986 to #7.2 billion, (Phillips, .fY¢¢g ), With regards to
non—cil exports, it is difficult to attribute the rise in production of
agricultural commodities like rubber, cocoa and palm oil, to the incentives
weasures of the SAP. Most of these crops require more than one year to be
ready for harvest and export., While their production might have increased,
she dollar denominated export earnings declined from #503 million in 1985
to %370 million in 1986 and to further F357 million in 1987. Also
in 1988 non-oil export earnings declined sharply from about Shﬁ million in
Jenuary, to only $21 million in april (Phillips, 1988:8). It is signifi~
cant to note that, when the priccs of some commodities crashed in the
world market, the so-called SAP~induced cocoa~boom also collapsed. The
price of cocoa per tonne dropped from ¥25,000 in 1988 to ¥L,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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h)

was largely responsible for the crash in cocoa prices, It has also been
noted that middlemen, especially Asians, in Nigeria tended to corner most
of the proceeds from non-oil exports which they even hardly repatriate to
Nigeria.

Furthermore, while the dollar value of imports declined from $7.8
billion in 1985 to @#L.0 billion in 1986 and g4.3 billion in 1987
(Phillips, 1988), this was not.as a result of growing and significant
substitution of domestic equivalent. The decline had tc do with the
decline in foreign exchange earnings which started since before the SAFP.
The decline in imports was exacerbated 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
eXchange earnings.

Unemployment rose from l.3 percent in June 1985 to 6.1 percent in
December, 1985 to 7 percent in December 1987 and 5.3 percent in
December, 1988 (r0S, statistical news, August, 1988). Retrenchment
continued, in 1988 for excample the Nigerian Railways Corporation
retrenched 8,000 workers and the Nigeriag Airways, 2,500, The Nigerian
Airports Authority; Construction Industries; Flour Mills; and the Nitel
retrenched 2,0003 151, 0003 32,000 end 8,000 workers respectively,
(Business Times and Business Concord various issues). DProfit after tax,
however, continued to rise. For example, the profit after tax in 1987
was, UAC; (¥50.9 million); Dunlops (#18.2 million)s CAPL (5.5 million)s
SCo4 (£7.7 million)s CARDBURY, (¥6.8 million); John Hblt, (3¥21.9 million)s
CPA0, (¥8.3 million); Beecham, (¥11.2 million); WAPCO, (%28 million);
Guines, (¥65.1 million)s Lever Brothers(¥.2 million). The profit after tax
of these companies all continueq to insrease in 1988, from their respective

levels in 1987 (see table 11).
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Beyond the easily quantifiable variables, which the official and
liberal reviews were ooncerned.with, are the worsening conditions of
social existence of the working classes, students, women and children as
well as the unemployed, deterioration of social services and infrastructure,
increased state T epression and subversgion of labour movement, frustration,
hunger and intensified exploitation on the one hand, ahd the luxufy,
thievery and arrogant display of wealth by capitalists, on the other.,
The dialectical combination of these 'gains' and 'losses!' led to series
of gtruggles that erupted in various forms, as evidénced by the wvarious
coup attempts and demonstraticns notably the April, 1988 and more sspeciale
ly the May, 1989 demonstrations when g strong and massive solidarity
demonstration, which raged from dusk to dawn, in condemnation of the
SAP shooked the bourgeois state to its foundations, (Business and
Finencial Analyst, 1989:20, News Watch, May, 1989).

TABLE 11s NIGERIA ANNUAL PROFITS OF SOME SELECTED COMPANIES
(IN MILLION NATRA)

COMPANY PROFIT AFTER TAX '
1987 1988
TAC | 50,9 |101.1
DUNLOP 18,2 20,2
CAPL : 5.5 . 6.2
SCOA T.T . 1.0

CADBURY 6.8 10.6 (before tax)
JOIIN HOLT 21,9 18.9
CFAO (GROUP) h 8;3 20.0
CF40 (COMPANY) | N.& 1.8
' BEECHAM 11.2 12.9
WAPCO 28.0 L40.5
GUINNESS 28.0 L6.2
LEVER BROTHERS 65.1 11,0
INTERNATTONAL TOBACCO CO. 1.2 1.8

Sovrce: Business Times, Various Issues,
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The s#ate responded by massacring, msiming, imprisoning and tear
gossing scores of the oppressed and exploited,; who took part in the
demonstration. It was later recognized, by the state, that to forestall
future occurrance of such demonstrations or 'SAP wars' there was need to

'ameliorate' the 'undesirable' social consequences, or cost of adjustment.

The SAP relief measures were subsequently introduced. Beyond this

general evaluation, what are the specific outcomes of the introduction of

SAP on the manufacturing sector?

TMPACT OF SAP ON THE MANUFACTURING SECTOR: AN EMPIRICAL SURVEY

This ssction attempts a critical survey of the impact of SAP on
Nigeria's manufacturing sector in terms of the following variables:

2.1 Manufacturing Growth Rate:

The contribution of the menufacturing sector to the GDP at the 1984

foctor costs shows a steady increase under the SAP from 9.L2 per cent in

1986 to 9.66 per cent in 1987, and 10.C2 percent in 1988. The contribu-
tion of the manufacturing sector, however lagged behind: the other

sector such as agriculture, wholesale and retail trade, and crude

petroleum which con?inued to dominate the structure of the economy

(see table 12). Thé;rate of increase in the contribution of the
snufacturing éector to the GDF rose from L.36 percent between 1986

and 1987 to 7.96 percent between 1987 and 1988. This, however, is less
than the increasing dominance cf the financial and iﬁsurance sector which

roée frqm 8,68 percent to 12,18 percent in the period 1986 to 1988. The

pefformance of the financial end insurance sector was directly connected

with the monetarist instruments of exchange rate adjustment and deregula-

tion of interest rates in particular, which allowed banks to make money
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Table 12; Gross Domestic Product at 1984
Congtant Factor Cost (®' Billion)

R

(1) (2) ¥g¥gfntége Share iﬁ  ;Perbentage Change Between

Activity Sector 1986 11987 119884 | 1986 1987 11988 (1) and (2) j (2) and (3)
Agriculture 23.35 123.92 | 2476 | 29.7 130.17 129.98 | 2.Lk 3.51
Livestock L6 1 L7111 4.85 | 5.98 | 5.9L4 | 5.87 | 1,07 2,97 =
Forestry 1.53-0 1.k ) 1.8 | 1.8L | 1.82 ) 1.79 | 0.70° 2.78
Fiching 1774 1,79 1.25 | 2.27 | 2,261 1,51 | 1.13 ~30,17
Crude Petroleum 11,38 110,19 | 11.26 | 14.61 112,85 {13.64 F10.46 10,150
Mining and Quarrying 0.38 | Okt 0.L5 |- 0.L9 170.52 0.55 | 7.89 9.76
Manufacturing © 7.3 | 7,664 8.27 | 9.2 ) 9.66 (10,02 4,36 7.96
Utilities 0.37 v 0.3} 0.3 | o7 F o3| okt |-8.11 0.00
Building & Construction 1,271 1,091 1.1 | 1.63 § 1.37 1 1,34, b7 - 1.83
Transport 2,70 | 2.7 | 2.87 | 3.47 | 3.46 ) 3.8 | 1.48 LTk
Communication 0.24 | 0.24} 0,25 | 0.31 }0.30 | 0,30 | 0.00 L7
Wholesale & retail 12,08 |13.60 } 1410 | 15.51 §17.15 {17.08 | 12.58 3.68
Hotels & Restaurant 0.70 | 0.711 0.72 | 0.90° } 0,90 § 0.87- | 1.L3 1.4
Finance and Insurance 2.2 2,631 2.95 3,47 ) 3.32 1 3.57 | 8.68 12.18
Real Estate & Business Savioe 0.25 | 0.25] 0,25 | 0.32 |.0.31} 0.30" | 0.00 0.00
Housing 1091 171,941 1099 | 2.5 | 245 | 2.1 | 1,57 2.58
Producers of Government Services| 502 | 4,98 | 5.03 | 6.4k | 6,28 § 6,09 | -0.80 1.00
Comm, Soc. & Pers. Ser, 0.63] 0,64} 0,65 | 0.8} 0.811 0.79 | 1.59 1.56

Total 77.9 |79.281 82,58 | 100,00 1oo.oo”1oo.oo 17T la 16

+Estimates by the office of Planning and Budget of - the Presidency.

SOTROW. MRV Anmig] Pojort and Statement of Accounts, 1988, Lagos.
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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
yeary declined generslly from the pre~SAP level of h32;7 in 1982, to 323.5
iﬁ 1986 when SAP was introduced, it declined further to 340.2 in 1987.

It was only after the second ycar of the SAP, in 1988 that the index
increased to 488 surpassing the pre-SAP 1982 level of L432.7. There were
fluctuations, however, while the index declined by 26.3 percent and about
12 percent between 1982 and 19833 and 1983 and 198l respectively it rose
oy about 20 percent between 198h and 1985, that is during the Buhari's
stringent'contrql measvres. The indei then declined by ?.9 percent
between 1985 and 1986. Since the inception of the SAP, however, the

index increased by 5.2 percent, between 1986 and 1987, and by hh percent
between 1987 and 1988, (see table 13).

There were vafiations between and within the manufacturing sub-
sectors, in the level of productioh. During the period, 1982 to 1938
sub-sectors like sugar and confectionary, soft drinks, cotton textil:s,
footwear, paints, vehicle assembly and radio and television never
recovered from their pre-SAP, 1982 high levels of produc?ion, even though
some of them recorded séﬁe increzse in their resPective-ievels of
producfion during the SAP pericd. The soft drinks sﬁb—sector, for:
example, its index of productioﬂ rose from 559.4 in 1986 to an extimated
1,005,3 in 1988, this increaée however, is not up to the 1982 1eve1‘of
1,006.0. The cotton textiles index also rose from L4 to 145.4 in the
first year of the SAF and to a further 138.5, (an increase of 215%) in
1988, this however, is also not up to the high level of 285.5 achieved in
1982, |

Other sub-sectors like Beer =nd Stout, synthetic Fabrigg, Cement,

Scap and Detergent experienced considerable increase in their production



Table 133 NIGERIAN: Index of Manufacturing Production 1982 - 1988

(1972 = 100)

1982 1983 198l 1985  1986'  1987% 1988
Sugar Confectionery 78.5  55.3  hWT.2  L2um 30.5f 28,3 31;§ﬂf
Soft, Drinks 1006.0 873.0 92%,6 785.L 559.L 510,7 1005.3.
Beer and Stout 509.3 306.1 L19.L 489.3 617.L  639.0 L69.6
Cotton and Textiles 285.5 144.8 103.9 110.0 L4 145.5  138,5
synthetic Fabrips 1175,0 1262,0 639.L 340.2 666,8 768,0 LL23.0
Footwear 32,0 53.8 51.3 L1.8 32,7 3L.4. 33.5
Paints L7he3 211.1 2h3.1 177.2. 140.1  151.L  162.6
Refined Petroleum 353.4 255.7 251.7 358.8 301.0. 306.8, 36L.5
Cement 272,8 s 96.6  60.9. 303.8. 328.,5 332,57 26 .1
Roofing Sheets 24343 306;8?R113.2 " 285.1. 525,9 L31.8 2 .6
Vehicle Assembly 5L463.3 2068.3 689.3 13Ll. 11 629.0. 610.8° 24,7
Soap and Detergents  L412,8 383.8 "171.0 178.3 181.L° 185.2 183.0
Radio and TV 467.0° 558.6 3341 367.9 1814 . B8L.1 26,0
Total Manufacturing  L32.7 319.0 280.8 336.5 323.5 3L0.2 L4880,

9 Reviéed
2 CBN estimates

S URCE:

115

CBN, Annual Report and Statement

December 1987, and December 1988, .

. of Accounts
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levels by far greater than their prefSAP levels. For example, the
synthetic Fabrics sub-sector continued to record higher increase in the
level of production from 340.2 in 1985 to 666.8 iﬁ 1986,'768.0 in 1987
and L,423,0 in 1988,' (see table 13).
The liquidity squeeze, wage freeze and higher prices reduced
the levels of demand for some commodities and therefore led to reduction
.in their production. The increase in production in some of the
manufactufing subasectérs has been attributed tos
(i) increased capacity utilizetion stimulated by

greater access to foreign exchange for the importation

of raw materisls, spare parts and other inputs;
(ii) increased local sourcing of raw materialss
(iii) higher local consumpticn and

(iv) export, (CBN, 1988:1).

The specific performance of the various sub-sectors of the manufacturing
sector, however, varies depending on the ‘criterion-used to gauge their
perfermance, Below we attempt an empirical measurement of the pericriance

using various criteria.

Uu2,d Capacity Utilisation Rates:

Thé 1eve1'of plant capacity utilisation in industry is assumed to
be a direct measure of the extent to which assets are prodﬁctively"by
employed, (Weiss, 1988:206). Higher levels of cépacity utlisation show
higher growth performance aﬁd productive ufilisétion of resourceé. While
lower capacity utilisation suggests low level of productive activity or’
growth dynamics in the indus“ufyc There are, however, various measures of
capacity utilisation deriving basically from differences regarding the

concept of the capacity output with which actual ~utput should be compared.
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For some, full capacity cutput is defined a8 the maximum output
is defined on the maximum output that could be produced under 'normsl'’
vorking conditions, (Weiss op. cit. 207). What constitutes 'normal work-
ing conditions in terms of, for example, the number of shifts worksd per
day could vary, this therefore mekes comparison difficult. Another
measure of capacity utilisation 1s 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 COMPRTE
with tHe actual time operated, this is properlycalled technical capzcity,
that is, it measures the maximum output achievable in a given time,

The third measure of capacity utilisation is the optimum capacity
which ig essentially based on the profit méximizing output or the output
where net econémic benefits are at a maximum, (Weiss, op. cit.).

Equally, for this measui‘ey there remsins the problem of what output level
is profit maximizing output, given externnlities and other unforesen
_developments in the morket for the goods. On the whole, however, the
copacity utilization measures essentially measure the capacity utiliéatipn
of firms in operation, they do not show the loss of industrial capacity
due to industriel closﬁres, which can cause loss of output, employment and
.income in industry. Capacity utilisation is generally affected by

(1) inadequate donestic demands

(ii) ingdequate foreign exchange creating scarcity

of key imported inputs;

(iii) infrestructural and manpower constraints and
bottlenecks.

Average capacity utilisation of firms in operation in Nigeris fell
from &2.7 percent in 1985 to 39,5 percent in 1986, and with the
inception of the SAP, the rate of capacity utilisation instecad, increased

to LO.k4 percent in 1987 and LL.5 percent in 1988, (CBN, 1987, 1988)., The
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rate, however, declined to 12 percent in 1989, (see Federal Government
Budget Speech, 1990). Déspite greater allocation of foreign exchsn - to
the manufacturing sector, for example, during the early months of iic
SAP, October and November, 1986 zbout 8l and 80 percent respectively of
total foreign exchange allocations were allocated to the secfor the
overall average capacity utilization declined to 35.6 percent in the
first quarter of 1987 compered with 39.5 pércenf in the corresponding
ﬁfé—SAP quarter of 1986 and 36.2 percent in the fourth quarter of 1986.
The impact of the SAP on capacity utilisation varied, reflecting the
unequal resources- gvailable to the wvarious firms and the:demand structure
of their commodities. Manufacturing enterprises such as paper manufactur-
ing, beer'brewingy textiles, wgetable 0il, taints and cements recorded
significant increages in capacity utilization.averaging 5197,;MT.5, éo.h,
L2.5, 59.8 and 8,7 percent respectively, during the first quarter of
1987;icompared with 41.85 39.55 L6.4s 26.95 L5.35 and 70.7 percénto
They recorded respectively, in the corresponding quarter of 1986,
(Okongwu, 1987:29), The levels of capacity utilisation in métor
vehicle assembly; carpets and rugs, electronic equipment manufacture
declined to 7.0; 15.03 and 18.5 peréent respectively in the first
quarter of‘1987, when compared with the levels of 16.2; 45.0 and
24,5 percent achieved in Egm%ggrreSponding period of 3986, (Okongwu, op cit).
a
Capacity utilisation/in the consumer goods subsectors were higher than
in the capital and intermediate goods enterprises. For éxample, in the
third quarter of 1988 the following consumer goods sub=-sectors achieved
the following ratess printing and publishing (70%); knitting, carpets
ond rugs (68%); drugs and medicine, (56.5%); textiles, (52.8%);
beer and stout, (52%); tyres and tubes, (50%)3 leather, (L9.2%);

miscellaneous goods preparation (L48.5%); soft drinks, (L6%)s; soap and
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perfumes (L4.9%). The other sub-sectors such as structural metal
products, fabricated metal products, radio and televisicn, communica-
tion equipment, motor vehicle assembly, recorded 18.3; -30.25 28.5 and
22.0 percent respectively durin. the same period, (see table 1L).

During the fourth quarter of 1989 a ‘CBN survey of 228 manufacturing
establishments in Lagos ares further showed that the consumer goods
subgectors continued to record sbove average capacity utilisation v-.t.s,
fq?.gzample: beer and stout (79.3%)s textiles, (69.T%); cement, (67.57)3
soft drinks, (53.9); sugar confectionery (50.6%). - The other. sub-sectors
operated below the average utilisation rate of L2 percenty they includea
paints (29.9%)s radio and television and communibation equipment (29i9%);
(CBN, Economic and Financial Review, 1989:13). -

Alternative data by the Manufacturers Association of Nigeria, MAN,
although suggesting lower average capacity rates, of L0% in 1985s 30%
vin 1986 and 25% in 1987, compared wéthithe governments higher rates of
h2;7% in 1987, (Phillips 1988:8), they generally remsined consistent
with the observed trend of higher capacity utilisation in the consumer
goods sub-sectors than in the cepital and intermediate goods sub-secters.
Por example, MAN‘S dates showed that between Jaﬁuary 1988 and June 1989,

)
generally lower averageJcapacity utilisation rates of 5etween 15 and 27
percent were recorded in the Basic metal, Iro and Steel, PFabricated mgtal
products, Motor vehicle and Miscellaneous Assembly, Eleotricél and—
Flectronics sub-sectors. While the Food, Beverages and Tobacco, pulr,
paper and paper products, printing and publishing, textile wearing apparel,
leother products and Non-mstalic mineral products generally experienced
higher average capacity utilisation rates of between 30 o2nd 62 percent,

(sec table 15)
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Table 14: Average Installed Capacity Utilization (%)

3rd Quarter 2nd Quarter Brd Quarter

‘ 1987 1988 1988
Meat and>Diary Products 36,0 35,5 ,; 37;0
Vegetable and Grain Mill 20.3 31.3 25.5
Bakery Products 13.5 20.0 25,0
Sugar, Cocoa Confectionery 39.0 32.7 . 3h5
Miceklaneous food Preparation 37.5 12,2 148.5
 Beer and Stout | 50.5 50.6 52,7
567% Drinks Lo.4 L3.5 L6.2
Texiiles L8,9 - 43.3 52,8
Knitting,. Carpets and Rugs 62,3 67.4 . 67.5
Leather Products 48,0 5.8 " L9,2
Leather Footwear 36.5 35-0-" 39.0
wbdd and Cork Products 52.9 - 2.1 38.L
Paper Manufacture & Products 25.9 - 36.8 38.8
Printing and Publishing 60.0 - 70.0 70.0
Basic Industrial Chemicals L3.7 - L5.0- L6.9-
Paints : 17.1 - 19.3 19.3
Drugs and Medicines 58,1 - 39.5 . | 56.5
SoaQ and_Perfumes 35.3 - h0.15' hh,?x
Other Chemicals &Petroleum Products L7.0 55,0 34.0
Tyres and Tubes 53.0 L8.7 50,0
Plastic Products 40,2 39.8 10,1
Glassvand Glass Products 29.0 . 19'9-&, 18.8
Cement and Cement Products 36.6 h1.§v L2.3
Structural Metal Products 22,0 16,5 - 18,3
Fabricated Metal Products 33.2 L7 30.2“
Radio, TV, Communication Equipment  33.0 20,0 28,5
Moter Vehicle Assembly 17.5° 15.8 22,0
Average 38.0 38,5 ° 39.5

Figures refer to CBN's nationwide survey of 355 manufacturing establiéhments,

56.L percent responded to swvey questionaires,

SOURCE: CBN, Annual Report and Statement of Accounts, 1988,.
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TABLE 15: PREICENTAGE CALPACITY UTILIZATION
' BY SECTOR

T JULY TO | JANUARY TO | JULY TO JANUARY To |
R = DEC 1987 |. JUNE 1988 DEC, 1988 | JUNE 1989

Food, Beverages & Tobacco L . 33,62 L2 - 35
iood & Wood Products, In- . o
cluding Furniture N.A i N, A N. A N.A
Non~-metallic Mineral Pro< - ‘
ducts - 62 2,01 " 58 25
Textiles, Wearing Apparels - |
ond Leather Products 30 - LB.L6 .33 L Lo
.Chemicels & Pharmaceuticals | 238 . 30.51 LS L7
Tomestic and Industrial o .
Rubber and Plastic 30 - 39.38 - 38 .40
| Basic Metal, Irons and Steel, '; | .
Pobricated Metal Products 25 - 26,65 30 15
Motor Vehicle and Miscellan- ‘ e }
¢ous Assembly NoA - N.A ; N.A - 20
Elcctrical and Electronics N.A | o22.oh | .N.A | 22
Pulp, Paper and Printing and . C | -
Publishing 27 L0,11 37 L0
Average % capacity utilisa~ : : ‘
tion 37 35,12 | no 31

N.A = Not available

SourqeshMQA,N Half Yearly Bconomic Report (Various Issués).

The overall'aQGrage capacity utilisation rates, in both the Government
cnd MEN surveys, show a:very poor performance of the manufacturing sector
for below 50 percent. This; partly explains the continued existence ci idle
or excess cepacity. Further more, the bigger manufacturing concerns
continued to perform better than the smsll and medium scale enterprises. The

CBN nation wide survey for exemple, confirmed that capacity utilisation was
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higher in the Lagos, Ibadan and Bauchi zones were the firms were of
medium or large scale level cowpared to the lower rates recorded in
{ono and Enugu zones of small scaie industries (CEN, Financigl and €
Fconomic Review, Vol. 26, No. 3, 1988:12).
The relative poor performance of the small scale enterprises
may be attributed to the disadvontaged pesition of these industries

especially those dependent on import, —— . . . .

in the procurement »f

foreign exchange, high production cost of imported inputs, reduced

credit due to higher interest retes and the crisis that afflicted.the

big companics, Yet some of the smsll scale enterprises not solely
dependent on- foreign inputs like soap, leather; shoes and some textiles
industries were able to expand their production to capture the market of
the highly priced, import-dependent industries, tﬁis however éould not per-
rinted, after sometime, the cxpansion was severely curtailed, if not

reversed,

DCMESTIC SOURCING OF RAW MATHLTALS

Central to thé achievement of a self-reliant manufacturing sector
under the SAP is domestic sourcing of raw materials,. The highér the
level of domestically sourced raw materisls the higher the degreé of
self-reliance achieved, on more efficient basis., This is bscause
‘enterprises that source substantial proportion of their inputs loczlly,
due to price competitiveness of their locally made goods vis—a-vis
imported ones, improve on their production-cost profile and also séles.

In this direction, there has been a steady incréase in domestic
scurcing of raw materials in scme sectors of the manufacturiné sectcr.
Lecording to a CBN survey (CBN, March, 1988:12) domestic sourcing of

raw materials increased from 30 percent in the third quarter of 1987 +to



123

LO percent in the corresponding quarter of 1988. The value of loc .ily
gourced raw materials in another survey (CBN, September, 1988:13)
increased by 37.7 percent from ¥96,2 million in the first quarter of
1987 to ¥54,.5 million in the fourth quarter of 1987. The value,
however, declined by 1L.2 percent from the fourth quarter level in 1987
to #132.5 million in the first qusrter of 1988, (sece table 16).

The improvement in local sourcing of raw materials was more
femarkable in the following sub-sectors: Beer and Stout, Paper manufac~
turing, textiles, leather products, fabricatsd metal products, soap
and detergents, vegetable and grain milling, paints, drugs and medicine.
Deta from MAN, also suggested increase in domestic sourcing of raw
nnterials, For example from July to December,:1987 average local
sourcing of raw materials was L6 percent and this increased to almost
20 percent between January and June 1988, and to further 52 percent
during the second half of 1988. The guantum of raw materials derived
from 1ocal.sources, however, declined by about 6 percent from 52 v.rcent
in the second half of 1988 to L6 percent in the first half of 1989.-

The Ford, Beverages and Tolacco sub-sector according to the MAN survey
performed less than expected. In the first half of 1987 the sub-sector
recorded 65;2 peroent, while wood and wood products sub-sector recorded
77.6 percent and Non-metallic mineral products recorded 76.5 percent

in the same period. Also, although in the first half of 1988 the Food,
Beverages and Tobacco sub-sector recorded above average 62.7 perqent,

the sub-sector showed a decline‘of 2.5 percent from the 65,2 percent
achisved in the ccrresponding period in 1987, The Non?métallic mineral
products sub-sector, however, increased.its share of locally sourced

raw materials from 76.5 percent in the first half of 1987 to 88.4 percent

in the first half of 1987 to 88.L percent in the first half of 1988,



124

Table 163 NIGERIA: 1988 First quarter Survey of Manufacturing Sector.

Fourth.

Percentage (hange Between . ..

3,

First CTireEt
‘Quartey Quartey Quarter :
e O 181G [0me | @@=
1o Installed Capaci”cjr‘u*t'ili'zation Rates (%) 35,1 38;'7 38,8 {307 0.1 |
2. Value of Production”( million) 315.5° | 3749 | 397.1 25.9 5.9
Total Value of .raw materials used (¥ million) 278.37| 322.3 | 338.1 21.5 Le9
i) value of imported raw maberials used (¥ million) 182.1. | 167.8 | 205.6 12,9 22,5
ii) value of locally sourced raw materials (¥ million)! 96,2: | 1515 - 13R5 37,7 ~1he2
Le Sales (¥ million) | 4s8.2° | 68L.3 - 65L.6 42,8 = L.3
5., Inventories of raw materials-{¥ million) 1;5_58;.9 A ?0@2,7 116141 0.5 - 8.3
6. Inventories of firdished goods (¥ million) 28110 183,8 20949 -26.1 b
7o Total investment expenditure (¥ million) 145.3 | 103.3 | 18,7 | =21.7 1041
1) Machinery and-Bquipment (¥ million) 108,7 L5.9 : €l.,0 =411 39.‘LL
ii) gpare Parts (¥ million) 1.9 | 3249 33.7 fl%.é 2.
iii) Repairs and Maintenance (¥ million) 217 | 25| 16,8 | -26,2 -3l 6
8, Sources of Funds invested (¥ million) 5.3 | 103.3 | 1137 | -21.7 10,1
1) Company's own funds (¥ million) 60,1 85,2 %55 58,9 12, 1
1i) Local Barnks (¥ million) 85.2 18,1 18,2 | -78.6 0.5
9, Total Number of employment (¥ million) 22,076 | 21,496 | 21,706 - 1.7 1.0

Note: Figures refer to survey of 200 manufacturing firms in La.gnos Area,"tSL}% responded to snnvey'ques’cionaires.

SOURCE; CBN, Ecunomic and Financial Review Vol,26, No.1, March, 1988:13,
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Even during the second half of 1988, the Non-metallic mineral prcd _ =

sub-sector maintained the lead with 85 percent locally sourced raw

materials compared to thz 63 percent of the Food, Beverages and Tobacco

sub-sector.

Infact, in the first Hslf of 1989, the Foed, Beverasges and

Tobacco sub-sector experiinced a decline from it 63 percent in 1988 to

62 percent (see table 17).

TAFLE 17: NIGERIA: LOCAL SOURCING OF RAW MATERIALS BY SECTORS (%)

SRCTOR January to | July  to| January to | July  to| Jan to
June, 1987 | Dec. 1987| June, 1988 | Dec. 1988 | Juen '89
Foed, Beverage and
Tobacco 65.2 62.7 63,0 62.0
Textiles, Wearing
Apparels and Leather
| products 52.4 52.5 57.0 62
Chemicals and : i
Phermaceuticals 31.5 36.3 36,0 | 37.0
Pulp, Paper and Paper
Products, Printing
end Publishing 1347 153 2.0 6.0
Wood, Wood Products
Including Furniture T7.6 . N.A N. A N.A
Domesgtic and Industr-
ial Plastics and '
lubbexr 20.6 53.0 L8.0 L5
Non-Metallic Mineral
Froducts 76.5 88.4 85.0 81-.0
Besic Metal, Iron and
Steel and Fabricated
Metal Products L9.7 39.7 30,0 30.0
] Automobile and Mis-
cellaneous Assembly 21.8 N.A N.A 37.0
Electrical and
Electronics 19.3 el N;A 10
Average L2.8 49.70 ‘ 51.6 L6,0

Note: N, A Indicates Not Aveilzble.

Source:

MAN, Half Yearly BEconcmic Review, Various Issues.
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The relative poor performance of the agro-gllied sub=secto: ~uld
be attributed to the impact of supply shortages arising from

(i) low domestic preduction of agro-based raw

. materials;
(ii)  the increased tempo of non-oil exports

(iii) the problem of redesigning existing
production tuchnologies to utilize domestic

raw msterials.

While the devaluation of the nairsa aﬁd other SAP policy messures have
time created some problems for some
encouraged production of some cash crops, they have st the samqﬁof
the agro-allied industries. There seems to be an official dilemms on
this. On the one hand, gbvernment scens anxious to ensure higher
prices to farmers so as to encourage production of these cro ps for
export. On the other hand, local agro-processing industries, due to
higher costs of production find prices of z2gricultural commodities as
prohibitive. The government opted for banning of export of unprrcsssed
agricultural commodities, like cocoa, rubber, cotton and hide ~na¢ ckin,
It is not clear whether domestic agro-processing industries could offer
equal or better prices than foreign merkets. Although in terms of
greater linkages, employment and to forestall declining terms of trade
the ban seems proper, it may not necessarily be in conscnance with the
compatitive pressure required to force local sourcing of raw materials.
The activities of smugglers, of recent, tended teo ceompound the problem.
A possible way of resclving the shortages of agricultural commodi-
ties that have competing export, industrisl and consumer demands, is, ac-
cording to MAN, for government to encourage private sector investment
in large scale agriéulture. Already, the government had reviewed the
indigenization decree to allew for 80 percen£ foreign capital participa-

tion in agriculture. While foreign capital especially, under coloniglism
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was largely responsible for severing the cottage industries from their
raw material base, if .it now succeeds in boosting agricultural
production to ensure speedy and adeguate supply of raw materials, then
considerable advance in neo-colonial self-reliance sund development of
preductive forces would have been achieved. There are indications that
big companies, retired geneials, civil servants and businsssmen are
going into full scale farming.

Government has been arsuing that manufacturing enterprises that
relied less on imported inputs achieved higher capacity‘utilizaﬁicn
ra tes than those that depgnded largely on imported inputs, (C7, Hconomic
and Financial Reviews, Various Issues). Data by MAN, however,
suggested that this could not be generalised to all sub-gsectors., ZFor
instance, during the first half of 1988, the highest capacity
utilization rate of L6.L6 percent was recorded in the Textile, Wearing
Apparel and Leather manufacturing sub—seqtor, but this sub-sector was
clearly not with the highest lecal sourcing of raw material of 88.L
percent recorded in the Non-metsllic minersl products manufacturing
sub-sector during the period. While over the same period, the pulp,
paper and paper: products- sub~sector had the highest percentage of
foreign raw meterials of BﬁOY percent, this sub-ssctor recorded L0.11 per-
cent capacity utilisation rate,. which was 4.9 percent above the average
cepacity utilisation of 35.12 percent recorded for the manufacturing
sector as a whole. (see tables 15 and 17).

It could be argued that the value of domestic éourcing of row
materigl does not necessarily determine the (percentage) capacity
utilization, Rather capacity utilisation in this context depends,
inter alias on |

(i) the critical importance of the foreign input(s)

in the production preccesss
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(ii) foreign exchange availability and access to

foreign inputs end

(iii) +the consumer demend end availability of substitutes.

The performance of the menufacturing sector with respect to local
sourcing of raw matérials wes, thus, constrained by the difficulties
in acquiring mechines for precessing crude raw meterisls, where
available, in to forms usable by industry, poor guality of some of the
available raw materisls and lack of kncw-how' in certain specific fields.
Ths problems associated with the acquisition of machines derives
primarily from virtual absence of engineering industries that can
fabricate machines in the couﬁfry. This leaves no cption than to pro-
cure the necessary machines from abroad. Even then, this cption is
geverely restrained by the enormity of the cost of such machines and
high cost of finance, (MAN, 1989:3). This situation was clearly
reflected by the cxperience of the beer industry.

The beer indusiry was expected to produce a 100 percent m~ds in
Nigeria beer from Januery, 1988 using the SK 5912 specie of scr vum
as a substitute to imported barley. Many of the breweries rushed to the
land to preduce their sorghum. For example, the Northern Breweries
Limited acquired a 9,000 hectare farm in Keffi, the Cross Rivers’
Breweries also acquired a h,OOg hectare farmland in Bunsara and the
North Breweries got 8,000 hectape of farmlond in Niger for grain
farming. The breweries comploined that they required 4,000,000 tonnes
of raw sorghum per annum to cperate a2t full capacity, which cannot be
obtained locally within the prescribed time.

The industries regquired sorghum malting plants to proc<ss sorghum,
but these plants were not avsilable and investors interested in imperting
the plants at cost of ¥2.5 billion were yet to be found, (Business

Concord, 19/6/87). A consortium of five Nigerian breweries, comprising
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of International Breweries Limited, Cross Rivers Breweries Limited,
Kwara Breweries and Premier Breweries, infact sttempted to establish a
sorghum malting plant, while Guiness made some remarkable strides in
the use of locsal ﬁaize to produce beer, (Bangura, 1987).

Backward integration, therefore; is easier in the agro-allied
industries than say in électrical, engineering, chemical and metal
industries. Yet, even in the former industries, the problem of steady
supply of input remains as cgriculture has not developed to the level
where it can steadly support industry. And even where inputs are

available, the existing production technclogies may have to be modified.

RESEARCH AND DEVELOPMiMT:

Closely related to the issue of local sourcing of raw materisls is
Research and Development, (R and D)., The possibilities of large scale
sourcing of raw materials amidst high rates of closures, high production
costs reduced éredit fécilities and reduced consumer demand wouid-:
depend largely on the capital baée of the firm. Development of local
raw materials entails enormous financial'commitment in R 2nd D and in
plant development of technicel capebility. This means that largely the
big firms would be mostly: the ones to embark on R and D on a subétantial
scale. But some of the big firms are Iargely subsidiaries of TNCs with
their central R and D centres located generélly outside the countfy.
This:cafegory.may continue to impért-their raw materials or fely'oh‘their
central R and D unitsvoutside,- The other category-of firms mey not have
such central R and D and in order to protect their masrket,.can embark on
R and D in Nigeria. This cculd provide opportunities for grestir bockward
integration and linkages in the cconcmy.

Essentially, therc are two kinds of R and D activities in Nigerias

government sponscored regearch insitutes such as the Federal Institute of



. 130 .
Industrial Research, Oshodi, (FIIRO) and Projects Development Agency
(PRODA),Aand in-house reseach by manufacturers. However, with the
government outto commercialise the research inétitutes; the financing
of R and D wiil likely be reduced and therefore R and D will be lsrgely
undertaken as in<house activity by the manufacturers. This will
cdversely affect the small ond medium scale enterprises that reiy on
gévernment support for R and D.

A CBN nation-wide survey of éOO manufacturing eétablishments as at
the end of 1988  showed that 2lthough R and D expenditure of the
respondent firms increased by‘30.h percent over its level in 1987 +the
in-house R and D efforts acccunted for only 2 percent of total
investment expenditure, thus indicating a heavy reliénce by manufacturers
on government sponsored resecarch efforts, (CBN, 1988126).

It must be noted, h5Wever, that local sourcing of raw maturi-ls
dces not gurantee domestic production of crucial intermediate -z
capital goods. Rather, local sourcing of raw materials, &as the
experience so far in Nigeris has shown, could be accompznied by
increased importation of capital and intermediate inputs for domestic
production, (see tables 2L ond 25). This is similar to the experiencé
of the Induétrialised countries where subsidiaries of TNCs in collabo?a—
tion with'doﬁestic bourgerisie and the state reduced the importation
of sdme*?awlmaterials and imported intermediate and capital goods to
organisé domestic manufacture for both export and the home market,
(Bieneféid, 1988). Thus, foreign ownership and control of the economy
and the lopsided structure of domestic manufacturing are cemented.

While increaged importation of foreign production technologies retards the
development of iﬁd;géneous technology, the dynsmics of accumulation

based on importation'of inputs become dependent -on the capacity to -
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import which in turn depends on the vwagaries of the world market
As such,any fluctuation in the capacity to sustain this importation

affects the the accumulation process.

MANUFACTUR ING EMPLOYW”W AND INDUSTRIAL RELATIONS:

The impact of the SAP on manufacturing employment incomes and
prices 1like on other secters of the economy would be expected}to
improve the material conditions of Nigrians. In the sub—sectioﬁ
we would consider the impact of the SAP on manufaéturing employment
and industrial relations.

The national unemploym.nt rate based on the labour force
sample surveys by the FOS worsened from L.3 percent in June 1985
to 6.1 percent in Deoembef in 1985 and to 6.3 percent during the
first quarter of 1986. Although the rate declined to 5.3 perccnt in
September, 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, however, is still |
below the 1985 pre-SAP 1eve1 of li.3 percent, except in September 1988
and March, 1989 when the rwtes were L.1 and L.l percent respectively.
In general, the unemployment situation remsing critical.

Manufacturing employment also remains very low. MAN's survey
over the period 1987 to 1988 showed a decline in manufacturing
employment. While in the first half of 1988, menufacturing employment
declined by 2 percent, there was a marginal increase of 1.5 percent in
the second half of 1988. Between January and June, 1989, MAN's

survey showed an incresse in msnufacturing employment by 3 percent,
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TABLE 18: COMPOSITE NATIONAL UNEMPLOYMENT RATES JUNE 1985 -~ MARCH 1989

. SURVEYS COMPOSIT RATE
June, 1985 L3
Septémber, 1985 N.A
December; 1985 6.1
March 1986 6;3
June, 1986 61
September, 1086 ; 5.3
December, 1986 53
March, 1987 L.S
June, 1987 6.0
September, 1987 Toly
December, 1987 7;0
March, 1988 5.1
June, 1988 L.5
Sepfember,1988 L.
December, 1988 5.3
March, 1989 Lol

Source: FOS, Statistical News, Lth August, 1989, Lagos

The Food, Beverages and Tébaoco sub-sector recorded the highest increase
c¢f 978 employees while the Chemicals and Pharmaceuticals sub-gector
recorded the lowest humber of 6 employees. The two sub-sectors of
Non-metallic mineral products and Basic metal, iron and steel and
Fabricated metal products, however, shed their labour by 20 and 216
employers respectively, (MHYER 1988). Much significance should not be
attached to these figures since there were no rzsponses to the survey
questionnagires by'companieé that were completely closed down or were
under receivership. Low ievei of capacity utilisation, low salet z2nd
industrial closures especially amcng small scale enterprises, gonsrally

eccounted 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, a CBN nation-wide survey .05
wonufacturing firms in 1987 showed that thé‘level of employment dec: ned
by 6.L percent in 1987, (CBN, 1987:26). The employment situation in
the manufactufing sector, in the first quarter of 1988 increased only by
1 percent ovér the level in the fourth guarter of 1987,'but declined by
1.7 percent over the level recorded in the first quaptér of 1987 (CBNy
Economic and Financial Review, Vol. 26, No. 1, March; 1988:11), Another
CBN survey in the second quarter of 1985 showed that aggregzte employ- |
ment in the ﬁ3h firms that respoﬁded declined by 2.8 perceht. However,
some of the manufeacturing sub-groups, like miscellaneous Food prepara~
tion, pfihting and publishing, structural metal préduots, fabricated
metal products, drugs and medicine recorded marginal increases in the
number of people embloyed, (CBii, op. cit. No. 2312). In the thizrd
quarter of 1988 another CBN nstion-wide survey of 355 manufacturing
establishment showed no improvement in the employment situation.

Infact, total employment declined during the quarter by 6.k percent
compared with the second quarter of 1988, (CBN, op. cit. No. 33 12).

The Babangida regime has attempted to improve the unemployment
situation directly especially through the National Directorate of
Imployment, NDE, As part 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 Employment and Vocational Skillsg
Ltgriculture; and Special Public Works Programmes which were said to
have involved 70,0003 L5,0003 =nd 244,000 people respectively was the
small scale industries and Graduate Employment Scheme., Under this
scheme, Graduates and other young enterprenems were to be assisted
with credits from commercial baﬁks under a loan granted by the NDE at a

concegsional rate of interest o, set up small scale industries
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"thereby providing employment for themselves'. Out of thé 5,500
applications processed and sent to the participafing banks only 716
of them were approved as at the end of December, ﬁ987 (CBN; q987:LL).

In 1988, the NDE intensified its efforts at proViding employment,
by providing 9,365 new jobs, (CBN, 1988). With regards to the small
scole industries scheme the NDE deposited ®8 million with thé
20 perticipating banks for soft lending to graduate entrepreneurc.

In addition, M5 million was granfed to all states including‘Abuja

by the Federsl Government to boost the number of such loan beneficiaries,-
As at December, 1988 totzl loan approved by the NDE for 1,557 graduate
entrepreneurs amounted to ihﬁ:S mil_lion° The Entrepreneurship,
Development Programme (EDP) which aims at training participants in project
identification, feasibility studies, resource mobilisation and marketing
was s2id to have involved 34,558 participants in 1987 and further, 36,625
people in 1988. Also, in 1988 pilot projects of the programme in Oyo, -
Angmbra, Kaduna and Lagos states were commenced under an international
co—-operation agreement botween the International Labour Organisation, IILO,
and EDE, with funding from ILO and the United Nation's Development |
Programme, (CBN, 1988:Lly and L5),

The low levels of employment, wage freege, retrenchment and the
general wezkening of the Labour movement, genefally curtailed agitotions
by workers for improved conditions of service. Thus the number éf trade
¢isputeg in 1987’one year ofter the SAP declined by 25,3 percent to
6.5, Of this, 38 resulted in strikes or work stopmges, as against 53 in
1986 and LO in 1985, The number of workers involved in the work stoppages/
strikes also declined by 63.7 percent from 157,165 in 1986 to 57,097 in
1987. The man-days lost also”'fell by 69.1 percent from 461,345 in

1986 to 142,506 in 1987, (See table 19).
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TABLE 19: NIGERIA: INDUSTRIAL RELATIONS, 1985 ~ 1988
- —

(1) (2) Percentage .Change
S Between
DESCRIPTTON 1985 1986 1987 T s e TS &
Trede Disputes . 77 87 65 1561 13 -25.31 140
viork Stoppages i Lo 53 38 2L} 32.5] -28.3]226.3

Yorkers Involved| 71,732 {157,165 57,097 | 55,620 119.1 | =63.7 | = 2.6
Man-Daus Lost 193,322 h61,3h5 1&2,506. 230,613 138.6 | =69.1 61.8

Sources Federal Ministry of Employment, Labour and Productivity, Lagos,
c.f CBN, Annual Report and Statement of Accounts, 1987 and 1988.

Following increased agitations, due to deterioration in the living
standards of workers and consumer resistance, as well as low sales, the
governmenty in 1988 lifted the freeze on wages. Thg number of recorded trade
disputes rose to 156 in contrast to the decline of 25.3 percent recorded in
1987. The number of work stoppoges/strikes also rose to 124 in 1988 compared
to only 38 in 1987, (See table 18)% About 15 industrial unions were able to
reach agreement with'fheir employefs, ¢ither in the form of elongated wages/
srlary scales or outright wags sélgry"increase of between 10 to 25 percent,

(MPYER, Jenuary - June, 1988367, ,

li.2.5 INDUSTRIAL CIOSTRES AND SURVIVAL:

The general liberalization of the economic environment between 1986 and
1689 hes created some constraints and opportunities for the various manufac—
turing enterprises. Adjustment to these constraints and opportunities
varied, leading to some industries folding up, or reducing their scales of
cperation and others expanding. Manufacturing costs of production have
senerally been on the upward trend since the inception of the SAP. A com=
bination of the SAP pelicy measures was responsible for the observed rise

in procuction cost some of which included:
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First, the sharp depreciation of the naira exchange rate by for
examplé, about 87 percent in 1988, which ledxtb sharp increase in the
cost of imported inputs. For exampie, betwéen July and December, 1987 the
cost of imported raw matericls on the average recorded an increase of 229
percent over the pre-sfem level, (MHYER, 1987). Also in the correspond-
ing period, July to December, 1988, the average cost of imported raw
materials witnessed an incresse of 58 percent (MHYER, 1988:2). Further,
a8 all scctors adjusted to the inflationary pressures generated by
depreciation in the naira exchange rate, the average cost of local raw
materials increased. During the secénd half of 1987, for example, the
cost of local components of production'input rose‘by 96 percent. This
further increased by L9 percent in the corresponding period in 1988,
(MHYEB Op. cit.). As a result of the rise in cost of production and the
continued depreoiation of the naira mest of the small and medium
enterprises that depended on the importation of foveign inputs but
could not éffectively compete with the big companies had to severely
reduce " or even close down their operations.

Secondly, the deregulation of interest rates and thé raising of the
Minimum Rediscount Ratey MER sharply raised the cost of finance for
example, the prime lending rztes rose to about 16 percent and the commer~
cial rates stood at 18 to 20 percent in the first half of 1988. 4s a
result of these measures, the cost of borrowing for the small and
mecdium enterprises became too high and unattractive, this was pariticularly
compounded by decline in the rate of return on manufacturing investment
to an average of less than 10 percent in 1988, (MHYER, 1988).

MAN's data suggested thot the depreciation of the néira exchange
rate and the deregulation of thé interest'ratesdcumulatively escalated

manufacturing costs of production 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 L8 percent in the second half of 1988 and by
further 80 percent in the first half of 1989. The average ex-factory price
increased 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 varied. The high costs of lecanable funds and
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 cperations. For example, in the Lagos
area alone during the period January 1987 through June, 1988 about 720 small
scele industries folded up, (The Nigerién Association of Small Scale
Industrialists, NASSI. Report on SSEs, August, 1988 c.f CBN, Economic and
Financial Review, Vol, 26, No. 3, September, 1988:12)., The small scale
enterpriées that remained in operation did so at very low levels of
cepacity utilisation. The big compsnies with greater capital base were
better placed to adjust with less problems. They could for example
compete more effectively in the foreign exchange markst and in mobilising
financial resources. Even then CBN néted that "large scale enterprises
were bétter able to cope with the problems (of high production costs) in
contrast with small'scale enterprises" (CBN op. cits12)

The subsidiaries of TNCs in addition to their general competitive
advantage over the indigeneous small and medium enterprises in the
mobilisation of domestic resources, could also get support from their
parent companies, governments or other international finsncial
institutions. DTor example Pecgecut Assembly of Nigeria, PAN, received a
structural adjustment loan of ¥1 billion from the French Government to
e¢nable the company overhaul its production system and embark upon the

development of local content industries, (Business Concord, 2li/2/87).
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Table 20; NIGERTA: Cost and Price Behaviour Between (January - June) 1988 and (January - June) 1989

% change in

% Change in

% Change in

% Change in

SOURCE: MAN, Hyer, January - June, 1989, No, 5, Pp.ik.

Average coust | Average cost] Unit Cost Ex~factory Price
Sector of Imported of Local Raw
) Raw Materials| Materials
1. Food, Bewerages and Tobacco + 247.0 + 129.0 + 57.0 + 55.U
2, Wood and Wood Products Including Furniture N.A N, A N. & N, A
- 3+ Chemicals and Pharmaceuticals + 67.0 + 107,0 + 84,0 + 81,0
Li. Non-metallic Mineral Products +105,0 + 78.0 + 61.0 + 5340
5. Textiles, Wearing Apparels & Leather Products + 59.0 + 65,0 + 45,0 + 40,0
6. Pulp, Paper and Paper Products, Printing and C o
Publishing : + 68.0 + 90,0 + 121.0 Not indicated
. Plagtics and Rubber Products + 9.0 + 97.0 + 61.0 + 57,0
8, Electronics and Electrical +136.0 +1120 + 61,0 +118.0
9, Basic Metal, Iron and Steel and Fabricated Metal -
Products. +14L,0 +143,0 +133.0 +150,0
1G4 Métor Vehicles and Miscellaneous Assembly + 80.0 + 61,0 + 97.0 + 90,0
Average 111.0 98.0 80.0 81,5
Notes + = increase. = Decrease,
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Anambrs, Motor Manufacturing Compahy, ANAMCO, also reccived

DM 150 million from its tachnical partner in Germany, while Steyr obtzined
#100 million from Steyr Daimle Puch of Austria and Volkswagen Nigeris
Limited, was indebted to 1its OvérSeas technical partners by IM 100 million
as at 1986, (Bangura, 1987:16). However, not all the subsidiaries of the
IICs were able to get the necessary support from outside. Leyland, an
sutomobile assembly plant, was put up for sale in March, 1987 as the
menagement found it difficult to remsin afloat and pay off the huge debts
it had accumulated.

The high cost of production, the continued depreciation of the
neira, and the consequent inflaticnary pressures in addition to the
vwage freeze and consumer.resistance resulted in the accumulstion of
unplanned excess stock of goods in many of the manufactdfing sub-groups.
fccording to MAN's survey, there was an excess stock of finished goods
valued at over 70 million representing about 15 percent of total production
of only a sample of 31 compsnies as at the end of 1987. Despite the lift-
ing of the wage freeze and other reflationary measures in the 1988 budget
to stimulate demand, the accumulation of finished goods according to
MiN's survey in the first half of 1988 . amounted to ¥38,146,652. The
chemicals and pharmaceuticals sub-sector recorded the highest percentage
of unsold good of L5 percent, (see table 21).

Many firms, however, wcre able 1o pass the high cost of production on
to the available customers, in form of higher prices to maintain their
liquidity and some profitability. For example, 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 increase in
1986. The rate of increasse in consumer prices accelerated by 38.3 per-—

cent, to 776.5 in 1988.. All components of the index rose, except

-
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Table 21: NIGERTA: Unplanned Excess Stock of Goods Resulting From
Poor Sales
Sector Ne. of| Total Produc- | Amount of
Compa~ | tion Excess Stock
nies (Naira;) (Naira)
1. Food, Beverages and Tobacco 8 45,942,598 N. S.
2. Wood and Wood Products
including Furniture 1 300,000 180,000
3. Non~Metallic Mineral
Products 8 146,745,275 7,266,673
iy Textiles, Wearing Apparel ‘.
and Leather Products 5 36,250, 359 2,505,000
5. Chemicals and Pharmaceuticals 271 81,470,649 17,26k, 265
6, Domestic and Industrial )
Plastics and Rubber Products| 120 10,697,977 3,178,252
7. Electrical/Electronics 3 9,561, 00l 14,500,000
8. Pulp, Paper and Paper
Products 3 9,078,972 500,000
9. Basic Metal, Iren and*Steel
and Fabricated Metal
Products ' & 78, L 111, 698 2,752,462
10, Motor Vehicleée and
Miscellaneous Assembly - - -
Total 67 118,458,532 38, 146,652
Note: N, S. = :Not gignificant
SOURCE; MAN, HYER, January - June, 1988, No. 3 Pp.11.
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Table 223 NIGERIA: Composite Consumer Price Index (Base Year; 1975 - 100), 1976 - 1988,

Household
Accomodation| - Tobacco Gooeds and :
Year | A1l items| Fuel and . Food Drinks and Kola Clothing| Other Transport Other Services
Light Purchases
1976 | 123,0 109,0 -+ -~ ~}122,0 | 132,0 143.0 135,0 145.0 139,0 1480
1977 | k3.0 127.0 146.0 | 140.0 123.0 141.0 137.0 141.0 146,0
1978 | 167.0 131.0 172,0 | 154.0 186.0 176.0 147.0 158.0 156,0
1979 | 186.0 167.0 180.0 | F76.0 2030 219.0 156.9 196,0 178,0
1980 | 205,0 1700 200,0 | 188,0 229,0 270.0 162,60 197,0 2359
1981 | 248.0 173.0 250,0 | 193.0 26l,0 31440 195,40 202,0 283,0,;
1982 | 267,0 180,0 272,0 | 2¢8,0 278.0 235.0 213.0 22,0 296,0
1983 | 328.0 2L0,0 336,0 | 236.0 318.0 598.0 328.0 271,0 357.9
1981y | 1,58,0 270.0 479.0 | 290.0 14360 54345 165.0 316.0 499.9
1985 | L8k.O 258.0 479.0 | 380.0 549,0 610.0 542.0 357.0 612,0
1986 | 509,71 362.¢ 499,22 | L1l 672.7 7oL 3 709.0 Loz, 2 83k
1987 | 561.6 378.1 5415 | L51.5 | T67.5 787.8 839. 1 478,9 | 1,015.9
1988 | 776.5 L478.8 | 829.5 811.L 863.9 552.9 1,091.5

;_35713

820:5

SOURCE: FCS, 1988, Economic and Social Statigtics Bulletin and 1989 Statigtical News 118,
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accomodation which declined by 595 percent., The highest increase
. occurred in food, (52,2 percent)s transport, (15.7 percent); and
élothing, (16.6 percent), (see tablz 22).
A CBN nation-wide survey of 600 manufacturing establishments,
(cBE, 1988:26) showed that the sales of the respondent firms (312),
increased substantially by LL.5 percent, partly because of moderate
improvement in consumer demend, but mostly due to the higher prices of
finished goods. Soles were found to be remarkably high in the migcellaneous
food preparation, drugs and medicine, basic industrial chemicals, meat
and dairy, tyres and tubes, bzer and stou* menufacturing sub-sectors, were
increase of L5 percent or more were recorded.
In the specific case of the au*omobile assembly plants while some
of the plants; were able to raise the prices of their vehicles
(see table 23) other short term adjustmsnt measures; such as trade-in
schemes, hire purchase, production for export and specialisation in

commercigl vehicles, were introduced, (Bangura, 1987:16).

TiBLE 23: NIGERTA: PRICES OF SELECTED VEHICLES, 1982 - 1987

(000%)
VEHICLE 1981 | 1982 | 1983 | 198 | May, 1986 |Jan. 1989
Peugeot 505 GR 6,691] 8,630 9,825{10,780 | 13,385 | 33,432
Peugeot 504 SR 11,250111,250412,800{14,300 ! 19,500 | L0,162
Volkswagen Beetle 4,395} 5,295¢ 5,745 6,695 26,000
Mercedes Truck 911 21,,100|25,256 135,080 |  35,L69

Sources Adapted From Bangura, 1987:16.

~ P4N introduced a trade-in scheme in March, 1987; sixty-eight orgsnisations
consigting of fleet owners, 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 oand new prices. Beneficisgries were
¢stimated to have paid up to 60 percent of the c-st of a new car

after evaluagtion by PAN. The Volkswagen éssembly plant introduced the
hire purchase scheme in which the company arranges with commercial banks
to provide its distributors with loans to buy large stock of wvehiclss for
reselling to individual buyers who were reguired to deposit some amount of
money, (Business Concord, 17/3/87). Peogeout and Volkswagen were also
experimenting with export trade. A Congolese Vehicle Firm, Corrossicrie
Comptoir Autos Assessoires Raunis, bought thirteen Santana GX cars at the
cost of 9,148 each in 1987, /Buziness Concord, 2L/L/87).

Many of the firms'adjustment to the high cost of production and weak
¢emand showed a general decline in new investment and 2 survival strategy
dictating emphasis on capitel expenditure for adaptation of plants to
process'local raw materials than expancion programme. According to a
CBN nation-wide survey of 605‘manufacturing establishments, (CBN, 1987:
25 and 26) total investment expenditure declined by L.l percent in 1987.
Although aggregate investment expenditure ross by 23.1 percent in 1988 in
conlrast to the decline in 1987, the ihcrease in investment was more of a
reflection of the inerease in the general price level which contributed
to higher expenditure than due tc an absolute increase in investment.
Moreover, not only was the increase due to the rise in cost, as the CBN
ncted, but it was more on spare parts, 65.6 percent; repairs and
meintenance,; 59.3 percent ond only 27.7 percent on machinery and
equipment, (see table 16). Similerly, MAN survev of 88 compsnies in the
first half of 1989 showal that out of a total investment expenditure of
185,78 million only about ¥hli.2L million, representing 2l percent of the
total investment was committed on new projects. The rest, ¥141.5L million
was for the meodification of e¢xisting plants, replacement of assets and

expansion programmes. The largest investment of ¥26 million was in the
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Food, Beverages and Tobacco sub-secctor, folldwed by.ﬂS million each in the
Flectrical and Electronics and Motor Vehicle, and Miscellaneous Assembly
gsub-sectors. The textiles, wearing Apparels and Leather product, pulpy

paper and products, printing and publishing and plastics and rubber products
sub-sectors had no investment on new projects in the period under review.
Also, the Food, Beverages and Tobacco sub-scctor domingtsd capital
expenditure for expansion, mcdification of existing plants and replacement
with ¥52.16 million representing about 37 percent of the total expenditure

of 141,34 million in this cetegory, (MHYER January - June, 1989).

T/RIFE ADJUSTMENT AND BALANCE COF TRADE:

In this sub-section, a briel review is made of the various attempts
a2t tariff adjustment and the impéct of the AP on the balance of trade,
especially as it relates to manulacturing imports and exports.

Although the tariff (interim) regime of 1986 was structured to protect
comestic industries, encourage domestic scurcing of raw materials and
expose the domestic producers to competition the regime did not succeed in
balencing these seemingly irreconcillable objectives. Domestic manufacturers
complained that the interim teriff regime was skewed agasinst local
industries, that the regime made it mors profitable to import finished goods
rrther than producing them in Nigeriap. Some manufacturiﬁg industries such
28 the automobiles, detergents en. chemical industries were infact reported
to have resorted to massive importation of the finished goods in their
cotegory, thereby posing a very serious demger to the survival of competing
industries,>(Bangura, 1987). BEven the government admitted that increased
importation of finished goods poses great dangers for local production
ond employment, (Okongwu, 1987:3L).

- In response to the incressed importation and smuggling of finished

goods intc the economy, many compaigns were instituted by the various
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industrial groups against both the 1nterim tariff regime and smugglers.
Most notable among the industrial groups[égése campaigns were the
Battery manufacturers associa'tidny fhe Enamel Ware manufacturers
associgtion, the Fishing net industries and the automobile plants.

For example, according to the feur fishing industries the interim tariff
regime placed them at sericus disadventage by the 20 percent duty on raw
materials for the local manufacturers of fishing nets; while duty on
imported fishing nets was only 5 percent. Consecuently the total

landed cost per kilogramme of complete fishing net was ¥28.73, whereas
locally manufactured net was #33.06, The automobile plants were élso
affected by the interim tariff regime.j Under this regime cars with
classified cubic cepacity hod their tariff reduced from 70 percent to 30
percent, While cars between 1600cc and 1800cc had their tariff reduced
from 200 percent to 50 pesrcent. Transportation of CKDs components of
cars up to 1600cc attracted 15 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 parts of vehicles between 1800cc and 200cc was re-
duced from LO to 33 percent (See The Customs and Excise Decree No. 32 of
1986).

The govermment yielded to sowe of the pressures., Hence, the modifica-
tions of the tariff regime in 1987, 1988 and 1989. The interim tariff
regime according to the government "was intruduced without any prior
study to determine the effective and nominal rates of protection for
domestic activities urnder the SAP" (Okongww, Statement on fhe 1988 fiscal
budget; 6). The government found that the internal effective rates of
protectionlwere substantially ercded and therefore advanced a new tariff
regime to provide appropriate levels of protection to demestic

industries,
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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 categofy of
vehicles. For cars, import duties on CKD components were harmonized to
attract a uniform duty of 25 percent compared to the rates under the
interim tariff regime that renged from 10 to 185 percent. Spare parts
for cars were tc attract the same duty of 25 percent. Similarly, the
duty on CKD components and spore parts for buses and long vehicles under
the 1988 tariff regime renged from 35 to‘1OO peresnt., Further; in crder
to remove the disadvantage impbsed by the excise duty on locally produced
good all imported commodities with local substitutes were to attract
extra landing charges equivelent to the excise duty on such local
substitutes.,

The 1988 tariff review also failed to accomodate the various
interests it sought to. Ancther review was mzde in 1989; import duty on
parts of commercial vehicles and trzctors was reduced from 25 percent
to 5 percent; the import duty on Battery partsy and on cold wolled and
hot rolled sheetsAwere reduced from L5 to 25 percent and from 20 to 10
percent respectivélyo However, for syringes/ncedles, enamel wares,
motorcycles, bicycies,:mosequito'repellent coils, ciggarrettes,
Jewelleries and precious metalé import duties were increased (sese
l[lhaji, statement on 1989 budget: 6). FEven with this review there
oontinued to be complaints of wnfair and illegnl competition'., BSix
manufacturers of drycell batteries for example complained of dumping of
26 million Chinese Batteries in the country (See Sunday Concord,
October, 29th,'1989: 8). While some of these complaints might be
genuine, as was found in the case of dumped corrugated iron/steel,
roofing sheeté, tomato paste asnd pure aluminum coils, batteries,
especially the R 20 tyre and alkyd resins, (Okongwu, Statement on 1988

budget). Some of them might be firms seeking prot.ction teo 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

determines which industries or sub-sectors to be liberalized and to what

extent.

Le2.7 Balance of Trade:
o We now consider briefly the impact of the SAP on the value and
structure of manufacturing imports and exports over the periods 1986
and 1988, It could be recalled that a major objective of the SAP with
regerds to the manufacturing sector is to achieve favourable balance
cn current account, by r-ducing unessential imports and boosting exports,
¢specially of manufactured goods.

The total value of Nigeria's merchandise trade in 1988 was
$¥1,8,837.9m. This represented en increase of 7.9 percent or ¥561.9m over
the corresponding figure of ¥L5,276.0 million for 1987, Total imports
rose by 12.4 percent from ¥15,698.1 million in 1987 to ¥17,645.1 million
in 1988. Total exports on the other hand rose by 5.5 percent from
¥29,577.9 million in 1987 to ¥31,195.8 wmillion in 1988, The efforts at
deliberate improvement in the trade balance thus resﬁlted in &

surplus

of #13,879.8 million in 1987 and ¥13,547.7 million in 1988, (see table 2L).

T/BLE 2l NIGERIA: VALUE OF MiRCHANDISE TRADE, 198L-1988 (MILLION 1)

TRADE 198), 1985 1986 1987 1988
Imports (C.I.F) Ly L8L .5 | 5,536.9| 5,97L.6] 15,698.1 | 17,6L5.1
Domestic Exports® (£.0.b) |9,138.8 | 11,720.8] 9,0L47.5| 29,577.9 | 31,192.8
Trade Balance li;,654.3 1 6,183.9] 3,072.8| 13,879.8 | 13,5L7.7

Wote: (a) Indicates Domestic Hxports plug Re-Exports.

Sources FOS, 1988, Review of External Trade, pp7.
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The structure of manufacﬁuring imports remains dominated by the
impert of capital equipment and raw materiéle- which fluctuated between
60.5 percent and 67.8, between 1985 and 1988. The value of imports of
capital and raw materials in total imports rose by about 10 percent, from
13341.7 million (about 61% of imports) in 1985 to #3686.6 million ( or 62%
of imports) in 1986. Since tﬁe.SAP, especially because of the depreciation
of the nairs exchange rate; the value of import increased by about
208 percent from its 1986 level, to ¥11,34L.L4 million (about 64.3% of
imports) in 1988. The imports of consﬁmer goods both durzble and
non~durable declinad consistently from 30.7 percent in 1984, to 29 percent,
27.3 percent and 23.9 percent in 1985, 1986 and 1987, respectively, but
increased to 25.2 percent in 1998. Thus although the import of consumer
geods was reduced by 2.1 peocent, imports of capital equipment and raw
moterials increased by about 3 percent over the same period. Moreover,
the trend in import reduction was there well before the SAP, the SAP
only exacerbated the trend, (See table 25).

The commodity structuré of Nigeria's export trade continued to be
dominated by mineral fuels, lubricants and related mzterials. For
example, between 1984 and 1988 the share of this section in total exports
fluctuated between 91.2 percent and 96.7 percent. Although the share of
non-oil exports increased from L.6% in 1987 to 8,8%_in 1988, most of this
was accounted for by cash crops like cocoa, :ubber and palm kernel. The
contribution of the manufacturing sector to export was negligible,

(see table 26),
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TABLE 25:  NIGERIA: IMPORTS BY END-USE (AT CURRENT PRICES): 198L - 1988
, VALUE (3 MILLION) PERCENTAGE OF IMPORT
COMMODITY 1988 1987 1986 1985 198l 1988 11987 | 1986 1985 |[198)
‘Consumer Goods: -
{a) Non~-Durables:
(1) Foods 1,646 | 1,710.7 935.4 | 795.2 NN 9.8 | 10,9| 15.7 | 18.0| 21.1.
(11) Textiles 106.8 13.5 L3l 1.3 7.3 0.6 | 0.1 0.31] o.2] 0.1
(iii) Others 1,732.5 | 1,527.5 539.5| L468.0{ 322.1 1.0 | 9.7 9.1 8.5| 7.2
b} Durables: 7611 499.7 130.8 127.3 102.1 4.3 3.2 2.2 2.3 2.3
Total L,uh6.8 | 3,751.4 }1,620.0 1,602.0 | 1,377.9 25.2 | 23,71 27.3 | 29.0{ 30.7
Cepital Goodss _
{i) Capital Equipment 5,685.5 1 5,678.0 t1,92L.2 1,5L6.5 {1,18L.5 32,2 | 36.2| 32.3 1 28.0| 26.L
{ii)Transport Equipment 1,100.1 862.7 367.9 L26.5 1 L75.0 6.3 ] 5.5 6.2 7.7] 10.0
Total 6,785.9 | 6,540.7 2,292,111 1,973.1 | 1,657.5 | 38.5 | L1.71 _38.5 | 35.7 *37'9,
Puel 16L.0 67.2 31.7 h7.9 60.3 0.9 0.k 0.5 0.8] 1.b |
Rew materials 5,658.9 { L,954.5 11,762.4) 1,795.2 |1,310.8 32,1 ) 31.6) 29.3 | 32.5] 29k |
- Passenger Cars 579.6 3743 261.2 109.5 66.6 3.3 2.4 N 2,00 1.5
Grand Total 17,635.2 115,688.1 15,767.6} 5,527.7 tL,L81.1 100.0 |100,0{ 100.0 | 100,0[100,0

Notes (i) Value C.I.F. (ii) TFigures exclude section 9 Commocdities and

Transasction not elassified according to kinds.

iii Figures exclude Passenger cars, Bicycles, Motorised cycles, scooters aond parts thereof invalid cerriage
& 9 y 9

all kind of which except possenger cars and classificd under durable goods.
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CCMMODITY SECTICN

TABLE 26: NIGERIA: EXPORTS BY COMMODITY SECTIONS, 198 - 1988

VALUE IN (¥'MILLION) PEiCENTi GE OF TOTAL EXPORTS
S.I.T.C - A .
. . 1988 1987 1986 1985 1984 1988 1987 1986 1985 | 1984

Food & Live Animals 1,679.7 850.9 | LL2.6 2L3.8] 23L.7 5.4 2.9 [;.9 2.1 2.6
Beverages & Tobacco T 6.6 1.7 0.5 - - * * - - *
Crude Materials :

Tnedible Except Fuels 396.3 227.9 55.8 15.4 15,4 1.3 0.8 0.6 0.1; 0.2
Mineral Fuels Lubri- ‘
cents & Related : A

Vaterials 28,435, |28,208.6 {8,425.7 | 11,355.8 | 8,665.8 91.2 95.4 93,9 9%.71 95.2
inimels & Vegetable ' '

Cils and Fats T3 2.1 1.0 3.3 L.7 * % * * %
- Chemicals 201.6 6L.7 1.6 1.0 0.9 0.6 0.2 * * *,
Monufectured Geoods .

Clessified Chiefly .

by Materials 91.5 70,1 : 1.9 6.3 12.4 0.3 0.2 * 0.1 0.1
Machinery & Transport

Fouipment 51.7 2.3 * 0.8 * 0.2 * * *
Miscellanzous Manu—

factured Articles 8.9 0.6 * * * * * * * *
Commedity and )

Trensactions not

Classified According _ _

to Kind 313.7 138.8 118.4 Mhe2 174,31 1.0 0.5 1.3 1.0 1.9
.Total All Sections 31,192.8 129,577,9 9,047.5 {11,720.8 19,127.8 | 100.0 | 100.0 }|100.0 | 100.0 110090

Notess

(b)

fea)

(a) Exports include Re-exports

* Indicates Negligible
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4.3.0 CONCLUSION

The SAT has yet to run its full course., Preliminary evidence,
however, of its impact on the manufacturing sectof, as shown in this
chapter, shows that the various sub-sectors and categories of
manufacturing enterprises hove been affected differently. While g
generally the consumer goods, and especially the agro-azllied
sub-sectors have considerably performed better in terms of
capacity utilization rates, local sourcing cof raw materials and
employment, the capital end intermediate goods, especially the
heavy engineering, elec*vrical and electronics, Basic metal products
and eutomobile subsectors have continued to experience serious
problems of adjustment.

Also, while the big companies, especially the subsidiaries
of the TNCs have continued to strengthen and expand their control
and dominence over the manufacturing sector, most of the small and
medium scale enterprises; the supposed focus of the SAP, have
generally performed poorly. A number of them héd to close-down,
while most of those in operation are increasingly threatened by
bankruptcies, reduced market shares and toke overs.

The general levéls of manufacturing investment: production,
employment and capacity utilization rates have remained very low,
with insignificant levels of domestic scurcing of raw materials.,
Inflation has remained very high as evidenced by the spiralling cost
of domestic productiony, higher prices of finished products of yet
poor quality. There hes been increased dependence on the importation
of machinery, raw materizls and production technologies. The SAP
far fro%ﬁenhancing incdustrial self relisnce, it infact diminishes the
prospectiself—sustaining, resourced based industrialization. The
structur-l inequalities and dependence of the economy have been

exacerbated.
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CHAPTER FIVE

DENYING SAP A TFUTURE?

Thigs study has established that pre-SAP Nigerian manufacturing,
like the ather sectors of the 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
gnods subsectors; low capacity.ﬁtilization rates; production of luxury
goods of poor quality, at high prices; and a general discordance bebween
availlable domesgtic resourées and existing industrial structure and

produotidn technologies,

In response to the worsening crises in the manufacturing and o}S'..i'leJ:""I

sectors of the economy various policies were introduced : culminating in

the structural adjustment progfamme;‘ The programme has several
important elements with a clearly defined philosophical framework based
on the market mechanism and inherent superiority of private enterprise..
The programme elthough 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 enterprises,
Preliminary empirical evidence in this study revealed variations in the
performance of the various manufacturing sub-sectors, The general
performance of the sector has been very poor. For most small and
medium scale industries the iﬁpact has been disast . rous,

The future prospects of the manufacturing sector under the current
market;oriented SAP, especially for the small and medium gscale enterprises,
look bleak, Mosb of these industries would be marginalised and or ruined
completely., Manufacturing=investment, employment dnd oubput would likely
remain Tow, Cost-push inflati;ngwould escalate as pressures for more
devaluation of the naira exéhange rate intensify. while domestic

manufacturing value added in few agro-allied manufacturing sub-gectors
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may considerably inérease fhereby generating some backward linkages,
the propensity to import foreign production technolbgies.and inputs
especially in the intermediate and capifal goods sub-gectors is
likely to be entrenched at a more permanent 1eve1; The discordance
between available doﬁestic resources and existing préduction
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,
capable of providing greater employment, market and tranéforming the
material conditions of the wast majority; it progressively diminishes
these. Some sections of the civil society are also increasingly
threatened with marginalisation and ruination. Consequently, there,
are popular calls for adjustment with 'human face'; finetuning,
modifications, squencing and phasing of adjustment measures to reflect
the realities andApeculiarities of the Nigerian éituation, The
-implementation of some of the suggestions could mitigate some of the
harsh conaitions 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 degreefor 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 sﬁhere but also éncapsulate gther social, political and
cultural spheres, The complex interaction and simultaneity of the
crises in the various spheres %ecessarily demand a holigtic approach
t§ thelr resolution, The crises in the manufacturing sphere are also
linked to those in the agricultural sphere and the gpecific policies

proferred to attenuate or reverse the crises, Policies are in turn,
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not conceived or implémented in a political vacuum, In a class —
divided society like Nigeria, a certain social consensus is needed to
achieve gome degree of success in resolving some of the complex, and
ménifold crises, A major problem of the current SAP has been that
while promoting capitalist accumulation through privatization, foreign
exshange speculation and subsidies to capital, it has attacked the
bésic interests and agpirations of the popular classes; workers
orgaﬁisations have been smashed, unionists arrested, employers 7
arbitrarily dismissed workers and xeduced wages, The programme has left
behind increased suffering, repression, hardships, deepseated
frustrations and despair or the part of the majority working classes
and other poor sections of the society. Under these conditions, social
consesgus could hardly be achieved unless by repression, which is bound
to undermine the effectiveness of the consesus in the medium to long
term; if not in the short—;un,

The solutiqn therefore lies not in proferring alternative(s) howeve:
technically sound, for these are to be implemented only within a certain
social consesus by a certain category of classes in a specific form of
alliances.as dictated by the circumstance, Consequently, rather than-
Jjumping from the frying pan wdf;tate intervention to the scoulding fire
of the market as Mamdhani.obserVed, it is contended here that mass
democratic control, ownership and organisation of sociebal resources to
deliver rewards to actual producers, eliminate prasitism and increase
productivity would greatly facilitate the materialisation of a more

humane society,
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