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INTRODUCTION
ECO 247: NIGERIAN ECONOMY IN PERSPECTIVE 2

ECO 247 Nigerian Economy in Perspective is a three-cradd one-
semester undergraduate course which is a complamyenburse to
ECO 146, Nigerian Economy in Perspective 1. It cosgs of 20 units
subdivided into five modules. This course guideegian overview of
the course. It offers you with the necessary infition on the
organisation as well as requirements of the course.

COURSE AIMS

a) to familiarize the students with the structure aodtribution of
infrastructural sector and subsectors to the Nagegiconomy

b) to equip students with the activities of other eextof the
economy namely: Trade and Commerce, Building and
Construction, Private and Public sector.

C) to enable students appraise more government patisies and
programmes as well as adopted plans as it afféetsoverall
structure and different sectors of the economy

d) to examine the concept of economic co-operationiai@dration
in Africa inclusive of international trades

COURSE OBJECTIVES

To achieve the aims of this course, there are dvebgectives which
the course is out to achieve, though, there arewgatbjectives for each
unit. This is to assist the students in accomptigtihe tasks entailed in
this course. The objectives serves as study gusies) that student
could know if he is able to grab the knowledge atleunit through the
sets of objectives in each one. At the end of therse period, the
students are expected to be able to:

. Explain the characteristics, structure and chalsngof
infrastructural sector and subsectors in Nigeria
o Analyse the features, prospects and challengesragfe tand

commerce, building and construction and the privated public
sector in Nigeria.

o Evaluate the significance of more government plan$cies and
programmes in Nigeria
o Discuss different forms of economic cooperation Africa

including the functions of organs and bodies thatiavolved



COURSE MATERIALS

Main materials required to go through this counse a

a. course guide

b. study units

C. assignment file

d. reference of textbooks listed under each unit
e. presentation schedule

STUDY UNITS

There are 20 units (grouped under five moduleshig course stated as
follows:

ECO 247:
NIGERIAN ECONOMY IN PERSPECTIVE 2

CONTENTS

Module 1 Infrastructure/Service Sector 1

Unit 1 General Characteristics and Performandbef
Infrastructural/Service Sector

Unit 2 Communication Subsector

Unit 3 Public Utility Subsectors

Unit 4 Transport Subsector

Module 2 Infrastructural/Service Sector 2

Unit 1 Finance Subsector

Unit 2 Financial Sector Reform in Nigeria
Unit 3 Education Subsector

Unit 4 Health Subsectors

Module 3 Other Sectors

Unit 1 Trade and Commerce Sector
Unit 2 Building and Construction Sector
Unit 3 The Private Sector

Unit 4 The Public Sector

Module 4 Economic Plans, Policies and Programmes 2

Unit 1 Privatisation and Commercialisation
Unit 2 Monetisation Policy



Unit 3 Vision 20: 2020
Unit 4 Millennium Development Goals (MDGS)

Module 5 Economic Co-operation and Foreign Transaons

Unit 1 Economic Co-operation and Integration instv&frica
Unit 2 Monetary Integration in West Africa

Unit 3 New Partnerships for African DevelopmenEMAD)
Unit 4 International Trade and Balance of Payments

Textbooks and References

Recommended books and eBooks for this course camolaloaded
online as specified for References and furtheringgsd

ASSIGNMENTS

An assignment file and marking scheme will be madailable to you.
This file presents you with details of the work ymust submit to your
tutor for marking. The marks you obtain from thessignments shall
form part of your final mark for this course. Addital information on
assignments will be found in the assignment fild kEter in this Course
Guide in the section on assessment.

TUTOR-MARK ASSIGNMENT (TMAS)

You are required to submit a specified number ofof-Marked

Assignments (TMAs). Every unit in this course hagsutor-marked

assignment out of which you will be assessed on édihem and best
three will be selected for you. The best three TMs&tected for you
shall form 30 percent of your total marks. You ampected to send
your completed assignment and TMAs to your Tutoroorbefore the
deadline for submission. In case you are unabledmplete your
assignments on time, kindly contact your Tutoriszdss the likelihood
of extension. Note that extension will not be geangafter due date,
unless under extraordinary situation.

FINAL EXAMINATION AND GRADING

You shall be examined on all areas of this coumd wour final

examination for ECO207 shall be 3 hours duratioms hecessary that
you read through the units over and over again rbefibe final

examination. The final examination shall coverth® self assessment
guestions for practice and the tutor-marked assegisnthat you have
came across earlier. Thus it is advisable you eethe whole course
material after studying from the first to the lasitits before you sit for



the final examination. It is also advisable that yevaluate the tutor-
marked assignments and your tutor's comments am thefore you sit
for the final examination.

COURSE MARKING SCHEME

The table below displays the broken down of howderse marked are
allocated

Assignment Marks

Assignments (Best three assignments oU30%
four that is marked)

Final Examination 70%

Total 100%

PRESENTATION SCHEDULE
The date of submission of all assignments and fateompleting the

study units as well as the final examination datgsall be
communicated to you online.

COURSE OVERVIEW

The Table below describes the number of units ¢oatiin ECO 247,
number of weeks to complete them and end of usigaments.

Units Title of Work Week's |Assessment
Activities |(end of unit)

Module 1 Infrastructure/Service Sector 1

1 General Characteristics Week 1 | Assignment 1
Performance of
Infrastructural/Service Sector

2 Communication Subsector Week 1|  Assignment 2
3 Public Utility Subsectors Week 2 | Assignment 3
4 TransporiSubsectc Week {  |Assignment

Module 2 Infrastructural/Service Sector 2




1 Finance Subsector Week 4|  Assignment 1
2 Fi'nan.cial Sector Reform |Week4 |Assignment 2

3 Eglfégtion Subsector Week 5| Assignment 3
4 Health Subsectors Week 5| Assignment 4
Module 3  Other Sectors

1 Trade and Commerce Sector Week ¢ Assignment 1
2 Building and Construction Sectar Week 7|  Assignher

3 The Private Sector Week 8| Assignment 3
4 The Public Sector Week 8 | Assignment 4

Module 4 Economic Plans, Policies and Programmes 2

1 Privatisation anWeek 9 | Assignment 1
Commercialicatin

2 Monetisation Policy Week 10| Assignment|2

3 Vision 20: 2020 Week 11| Assignment|3

4 Millennium Development |Week 12 | Assignment 4
(MDGSs)

Module 5 Economic Co-operation and Foreign Tran

saohn

1 Economic  Cmperation anWeek 13 | Assignment 1
Integration in West Africa

2 Monetary Integration in WeWeek 1. |Assignment

3 New Partnerships for JWeek 14 | Assignment 3
Development (NEPAD)

4 International Trade and Week 15 | Assignment 4

Balanct of

Revision Week 16
Examinatiol Week 1°
Total 17 Weeks

HOW TO GET THE MOST FROM THIS COURSE

The study units in distance learning are replacésnefhthe university
classroom lectures. A major advantage of distasaening is that you
can read and work at the same time through spediaisigned study
materials. It assists you to study at your own pgoer own time and
places that go well with you. Consequently, youllshave to read the
lectures instead of listening to a lecturer. Jik&t & lecturer might give



you some readings to do, so also are the studg which provides you

with readings on the units as well as exercisedot@at the end of each
units. It also consists of instructions on when gbould read each unit
in the course material and when you should do ymsignments. The
study units follows a common simple format where finst item is an

introduction to the subject matter of each unitloileed by how a

particular unit is integrated with the other umitel the whole course.

In each unit, there are set of learning objectimésnded to assist you to
know what you should be able to do or what you &hguab from the
unit after completing it. These objectives shoutd yur study guide
such that at the end of completing each unit, yleoukl reflect and
check whether you have achieved the set object@edtivating this
habit will considerably increase your probabilityy passing the course.
The main body of a unit guides you through the megureading from
other sources. This will guide you through readiroggn other sources
such as your text book or course guides. Realgaos of working
through the course are as follows: Phone or enaaif yutor if you have
any trouble with any unit. Do not hesitate to @allemail your tutor to
provide assistance to you when you need one. litiaaddfollow the
advices below carefully:

1. It is advisable you read the course guide with sgagy care. See
this as your first assignment.

2. Try to arrange a study plan by referring to the SeuOverview
in the Course Guide. The expected time to spendamh units
and the assignment related to it should be we#ahdiVriting out
your own dates for working on each unit accordimgaur study
plan is a good idea

3. Stick to your study plan after you have created. ddiwdent
usually failed because they are lagging behindheirtcourse
work. In case you have any complexity in your stpthn, do not
hesitate to inform your tutor before it is too late

4. Turn to each unit and read carefully the introductand the
objectives for them.

5. Information about what you need for a unit is giventhe
“Overview” at the beginning of a unit.

6. The contents of a unit is presented in such a \wayit provides
you with a sequential order to follow, so work thgh the course
units. As you work through each unit, use it to dguiyour
readings. You may be required to read sections fsnenor more
references other than the Course Material.

7. It is suitable if you can review the objectives fach unit for
you to know if you have achieved them or not. Isecgou feel
uncertain after reviewing the objectives, reviewe ttudy
material or consult your tutor.



8. But when you feel convinced that you have achiewsit
objectives, you can then move to the next unitgRass unit by
unit through the course and space your study plah ghat you
ensure you're on to-do list.

9. After submission of an assignment, do not waityfour marks
before you proceed to the next unit so as to keegotr study
plan. If you have any question, clarification orsebvation,
contact your tutor as soon as possible.

10. On completion of the last unit, evaluate the coucdeck that
you have achieved the objectives of each unitsiediin each
unit and the overall Course objectives in the Ceu@uide.
Then get prepared for the final examination.

11. The latest course information to keep you currembua the
course will be continuously available at your stumbnter. So
keep in touch.

FACILITATORS/TUTOR AND TUTORIALS

There are six hours of tutorial for this coursetwatiocated dates, time
and location of tutorial which you will be notifieaf. You will also be
notified of your tutor's name, phone number and ieaddress as soon
as you are allocated a tutorial group. Your congaleand submitted
assignment shall be marked by your tutor and yawyger grade online.
For this reason, you are to closely monitor youwsgpess just as your
tutor is doing. Tutor shall be ready to assist gsuyou move through
the course when any difficulty is observed. Ensune email your tutor-
marked assignment to your tutor before the deadllhevould be
marked by your tutor and your marks are email axtitb you.

As mentioned eatrlier, feel free to contact youoituty email, phone or
through your discussion group whenever you neepl. hM@u may need
to contact your tutor under certain circumstantmsinstance:

If you do not understand any part of the study uwit the assigned
readings

If you have problem answering the self assessmezdtmpns;

If you have question or clarification on your assigent, your tutor’s
comments on the assignment and TMAs or with yoadigg.

You shall be doing yourself good by attending tiaisr because of the
opportunity it provides for you to have face-todacontact with your
tutor and also to ask questions which are instaatigwered. Any
problem faced in your course of study could beedisou as well as



others could benefit from participating in activesalissions and in
asking questions you prepared before attendingutoeials.

SUMMARY

This Course guide provides you with an overviewwbiat you should
expect in the course of study. ECO 247: Nigeriaroriomy in
Perspective 2 gets you acquainted with the stractoontribution and
challenges of the infrastructure, trade and comeygyavate and public
sectors of the Nigerian economy. The course furgivatuate some past
and present government plans, policies and progesras it affects the
economic structure and development in Nigeria wtiike course round
off on a note of discussing the forms of econonmtegration and
transaction in West Africa and Africa at large.
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ECO 247 MODULE 1

MODULE 1 INFRASTRUCTURE/SERVICE SECTOR 1

As stated earlier, ‘Nigeria Economy in Perspectivés a counterpart

course to ‘Nigeria Economy in Perspective 1'. le first course you
were treated to broad discussion on the conceptofhomic structure
and systems. An aggregate structure of the Nigeeieonomy was
equally described along the line. You also leabuua specific sectors
in the Nigerian economy such as the Nigeria Agtigal sector, The
Nigerian Industrial sector with the manufacturinglanining subsector
details. We further discussed some past and presmmomic plans,
policy and programmes that have effects on thevide8 of the

aforementioned sectors. As stated in the conclugang of ECO 146,

this further course examines other sectors of tumm@my such as the
infrastructure, Trade and Commerce and Building &@mhstruction

sectors. Two whole modules have been dedicatedliscassion on the
infrastructure/service sector because it harbomsynsaibsectors of the
economy.

This module which is the first of the five modulegthis course begins
a lengthy discussion on the infrastructural/ serngector. In the first
unit, you will have the opportunity of acquaintingourself with
definitions, concepts and general structure ofisefwfrastructure. The
second unit reviews the activities of the commuimecasubsector of the
infrastructural sector. In the third unit, an ifdigs given into the
activities of public utility; water and electriciubsector while the last
unit discusses the transport subsector of thesesactor.

Successive units in this module are linked with anether. By the end
of this module, you would have refreshed your mgnmar the concept
and significance of service/infrastructure, assies performance of
communication subsector, raise issues relating @magement of
electricity and water supply and finally appraibe tactivities of the
transport subsector.

Unit 1 General Characteristics and Performandbef
Infrastructural/Service Sector

Unit 2 Communication Subsector

Unit 3 Public Utility Subsectors

Unit 4 Transport Subsector
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UNIT 1 GENERAL CHARACTERISTICS AND
PERFORMANCE OF THE
INFRASTRUCTURE/SERVICE SECTOR

CONTENTS

1.0 Introduction
2.0  Objectives
3.0 Main Content
3.1 Dimensions, Features and Significance of &tftecture in
Nigeria
3.2  Contribution of the Service/Infrastructurac®e to
National Economy
3.3  Financing, Management and Maintenance of $trinature
4.0 Conclusion
5.0 Summary
6.0 Tutor-Marked Assignment
7.0 References/Further Readings

1.0 INTRODUCTION

The importance of services and infrastructurallizes to the function
of real sectors within the national economy of vahis lack or complete
absence has great implication for their survivahntd be over
emphasised. This is the reason why two modules dedeated to the
service/infrastructural sector. In this module, engral outlook; the
features and importance of the sector will begim discussion, the
second section summarises the contribution ofélatos to the country’s
Gross Domestic Product in aggregate terms. Thes&gton in this unit
will review issues relating to finance and manageinwé infrastructure
in Nigeria. The details of the contribution and fpemance of each
subsector such as communication, public utility arahsport will

follow sequentially in subsequent units.

2.0 OBJECTIVES

By the end of this unit you should be able to:

. Explain the two dimensions of infrastructure in lig

o Enumerate the significance of service/infrastrueiarNigerian
economy

o Evaluate the general performance of the sefiwitastructural
sector in Nigeria

o Asses the mode of financing and managememifi@structure in
Nigeria
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3.0 MAIN CONTENT

3.1 Dimensions, Features and Significance of
service/lnfrastructure in Nigeria.

At the broadest level of abstraction, the serviompgrises the tertiary
sector. Infrastructure sector is embedded in theicee sector and in
some instance treated as synonymous to the sers@eor.

Infrastructure is conceptually perceived by sosi@kentists from two
interrelated dimensions. These are the social aodamic dimensions.
The social infrastructural sub-sector covers soamat services which
include the provisions of education, informatioowh and country
planning, health services and other social welfaeevices in the
society. Given their welfare related services, rttoeitputs are usually
termed social services while the subsector is ddfias the social
services sub-sector of the entire infrastructusadt@. The economic
infrastructural sub-sector embraces a group of dwaed economic
activities which relates to the provisions of eryergnd power,

transportation (air, water, road and rail) servicesater and
communications (telephones, telex, telegram andapsgrvices). By
the nature of these economic services, they arerghy defined as
utilities with their sub-sector described as thbtiats sub-sector.

In recognition of this coverage, the structure, position and design of
these socioeconomic activities, the infrastructsegitor is quite broad.
Besides, the sectoral outputs are meant to cordelithe activities of
the other sectors of the economy which provide regdeservices to
direct production activities of agriculture, manttiaing, mining,
commerce and trade. Incidentally, the productiord ailocation
processes of these infrastructural services arecame, sophisticated
and complex. In this regard, they involve varionteirelated activities
which explain why each of the infrastructural sesters are usually in
large scale, modern and sophisticated in technologpital intensive
and basic in the sense of high forward linkage #g.production and
allocation of electricity and gasoline (fuel). Baess, the products of the
sector- energy and power: water, communicationteartsport services
and others are indispensable for serving not oobnhemic activities of
agriculture, industry and other sectors which begnomic growth to
the economy, but also the daily lives of peopleug/hithe sector has
enormous significance for:

I. the level of efficiency

. Industrial competitiveness

iii. The pace of industrial growth

iv.  The overall performance of the economy and
V. The allocation of resources
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Youngson (1967) draw attention to the positive €lation between the
pace of economic development and the level of sec@momic
infrastructural development subsequently propadsat t

“Anyone who is interested in promoting economic @lepment should
be concerned about the state of economic as wells@sal
infrastructure” Against this background, Ayodele9§6) sees the
problems of economic development in Nigeria asptablem of poor
development and management of its socio-econonfi@sitnucture,
inspite of Nigeria’s vast potential in economic d®pment resources.

SELF ASSESMENT EXERCISE 1
Distinguish between social and economic dimensadnsfrastructure?

3.2 General Contribution of the Service/ Infrastricture Sector to
National Economy

The social and economic service (infrastructuraditar generally
contributed significantly to the Nigerian nationalitput and overall
economic development, though not as much as tHeseetor such as
agriculture and mining. As seen in Table 1.1.1, 4betors contributed
13.0 percent of the GDP in 1960. This rose to pértent in 1965. By
1975, the service sector accounted for about N#lidrbof the GDP

value representing about 27.8 percent. The cortimibof the sector
witnessed a drastic fall in the 1980s, falling tonare 9.5 percent in
1985. The sectors contribution to GDP improvedhghgin 1990 to

about 10 percent of the GDP and this trend contirtilie2010, valued at
N113, 260.8 bilion and N140, 372.6 billion in 20G&d 2010
respectively. This amounts to a percentage of 46B18.1 respectively.
Out of the subsectors under the service sector, piteglucer of
government service contributed most to GDP from01@61970 due to
the dominance of the public sector; the transpectes relatively leads
in terms of contribution to GDP from 1985. Over rgeé#he transport
sector has been identified as one of the most nilsabsector of the
service sector. In actual fact, its contributiors een relatively higher
than other subsector and consistent from 196Qate. In few years
such as 1975 community, personal and social sersutEsector led
others in GDP value at constant factor cost. Fieaand insurance
services gain foothold in 1990 and have since dmrted substantially
to the GDP from the sector up to 2010. The growth tle

communication subsector started in 2005 and thssissained till recent
time as the sector recorded the highest contribudGDP in year 2010
perhaps because of the privatisation of the subiséwt lead to a more
efficient service. Generally speaking, the contiiu of all subsector in
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the service/infrastructural sector have witnesselstantial increase
since 1990 to 2010 as shown in Table 1.1.1.

Incidentally, the share of this sector in Nigeri&BP is relatively small,
particularly when compared with those of agricidtuvhich was in the
range of 40% within the 1960 to 2010 period. Howevkis relative
smallness somehow understates the importance sfseégttor in the
economy with respect to the sub-sectoral, intetesak linkages
especially with such directly productive sectorshed economy such as
agriculture, industry etc. For example, the socoeenic and strategic
importance of adequate and reliable supplies of cteigy,
transportation, water and communication servicesstitute a major
stimulus to rapid socio-economic growth, developmamd improved
standard of living of the populace.

The growth of the producer of government serviagameover the years
was a result of fiscal decentralisation which iweal the establishment
of more states, local government and more minsted parastatals. It
was also reported by World Bank (1994) that themtinan the financial
sector from the 1990s reflects in part the libsetlon measures which
raised profitability. Other contributing factors reeincentives for
accessing the foreign exchange market, liberalibadk licensing
policies and the legalisation of foreign exchangeehus.

Table 1.1.1: Contribution of the Service (Infrastructural) Sector to
Gross Domestic Product 1960-2010 (N million)

Sector/Subsector 1960 1965 1970 1975 1980 1985
Service Sector 323.4 453.2 778.3 4,4183 4,748.1 ,008.7
% of Total GDP 13.0 144 18.5 27.8 15.1 9.5
a. Transport 97.4 127.6 1235 920.3 1,168.2  5,988.6
b. Communication 8.4 154 10.8 43.9 58.3 232.3
c. Utilities 8.4 18.2 24.0 90.0 143.7 1,225.6
d. Hotel and Rest. - - - 60.5 1011 525.2
e. Finance & Insurance | 0.0 0.0 0.0 573.9 548.3 3,431.9
f. Real Estate & | 0.0 0.0 0.0 105.3 714 3,880.6
g. ProducerEfUS. 156.6 216.4 500.2 1,581.0 1,678)7 2,888.
Govt.
h. Comm., Social & 52.6 75.6 119.8 1,047 9783 833.0
Personal Service
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Total GDP 2,489.0 | 3,146.8( 4,219.Q 27,172.31,546.8| 201,036.3

1990 1995 2000 2005 2008 2010

Service Sector 27,425.6 32,492.3| 39, 881.3 8,5448.5| 113,165.8 140,372.p
% of Total GDP 10.2 11.€ 12.1 15.2 16.¢ 18.1
a. Transport 5,438.8 | 6,289.5( 7,508.1 14,884.18,204.3| 20,754.7
b. Communication 247.9 279.2 370.3 8,175.2 19,600.85,364.4
c. Utility 1,178.0 | 1,422.1| 1,448.9 20,135.22,984.7| 24,516.5
d. Hotel and Rest 552.3 586.2 684.2 2,155.4 3,104 )7 3,890.p
e. Finance & Insur. 11,642.4| 14,008.9| 17,136.7| 22,144.5| 25,594.0| 27,672.5
f. Real Estate & | 4,269.3 | 5,094.4| 6,252.3 8,524.4 11,770.X4,369.0
Bus.
g. Producerof 3,197.2 | 3,467.0( 3,814.1 5,294.1  6,290|2 7,038}7
Govt.

h. Comm., Social & | 899.6 1,345.00 2,666.9 4,167.9 5,617/0 6,766(0
Personal Servic
Total GDP 267,550.0 281,407.4 329,178%61,931. 672,202.6 775525.7

Source: Central Bank of Nigeria, Statistical Bulletin, GeldJubilee
Edition, 2008; National Bureau of Statistics, ColagiEdition, 2010

*Note that the GDP was compiled from 1960-1973 gisi®62/1963
constant basic price, from 1974-1980 using 197@1€dnstant basic
price and from 1981-2010 using 1990 constant harsie

SELF ASSESMENT EXERCISE 2

Why the contribution of the service sector has niaeth generally low
since independence?

3.3  Financing, Management and Maintenance of Infrasucture

Over the decades, a debate has ranged, globallthemoles of the
public and private sectors in the management, &man and
maintenance of infrastructure in the country. Irg@tia, both sectors
have played significant roles in the course of tgwaent and
management of the resources in the sector. Thrger rtizeses are
relevant in respect of financing and managementfadstructure viz:

I. the classical or laissez-faire theory
. the liberal/neo-liberal thesis
iii. the Mansfield mixed-economic theory
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The classical theory proposed the management @siméicture by the
private sector, the liberal thesis proposed thanfte and management
by public enterprises while the Mansfield theoryopmwsed a joint
management by both private and public sector.

It is important to note the following crucial fac#bout the Nigeria
public sector with respect to financing and manag@m of
infrastructure.

a. The socioeconomic, fiscal, and monetary situatiarthe country
at independence,; this led to the need to stimutet@levelopment
of a vibrant private sector and marginalisatiomhaf public sector
in the development and management of infrastructure

b. The change of events with the crude oil boom in18&0s; this
constituted the change in the pattern of developrtea public
sector led development strategy.

C. The enlargements of public enterprises to finantenage,
develop, and maintain economic activities in thigastructural
sector.

d. Most of these activities were financed via loansddetary

allocations, grants and equity shares.

The sustenance of public sector participation tghowecrees and
legislative act granting monopoly to PEs, subsitbsapolicy which
reduce service production costs, statutory deteatin of PEs
operation, budgetary allocations and subventiomsamtess to external
loans with government guarantee.

Some of the PEs emerging from ordinances Legigaists or Military
Decrees in Nigeria include:

1. The Electricity Corporation of Nigeria (ECN) for eekricity
development within the 1950/1972 period. The Nid@ms
Authority (NDA) assigned with the development of
hydroelectricity resources, established to reirddie strength of
ECN. In 1972, both agencies were merged under ¢e mame
National Electric Power Authority (NEPA). NEPA hasw been
transformed to Power Holding Company of Nigeria (NH;

2. The Water Corporation of Nigeria established fore th
development and management of water resources;

3. The Nigerian Railway Corporation (NRC) and the Nige
Airways Limited (NAL) for rail and air transport me&ces
services

4. The Nigerian Postal Services (NIPOST) and the Néger
Telecommunication Limited (NITEL) with the respdoiities
for postal and communications services respectiaety
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5. The Nigerian National Oil Company (NNOC) which
metamorphosed into the Nigerian National Petrolétmmpany
(NNPC) for the development of petroleum resources.

Some private organisations such as UAC, LeventdSClocal and
foreign organisations as well as NGOs and religioodies have at one
time or the other contributed to the developmenindfastructure in
Nigeria.

The failure of the public sector in providing andintaining adequate
infrastructure is often associated with poor ihifiavestment choice;
heavy bureaucratic practices, inadequate managaudbnomy to
operate; low operating and maintenance budgets;andial

mismanagement and corruption and lack of compativbich resulted
in inefficiency. This is one of the arguments faivptisation of the
infrastructural sector in Nigeria.

In these regards, and from the perspective of enan@nalysis and
policy, the sector deserves to attract much firelrasid policy attentions
for its development because the quality and quandéirthe sectoral
output have:

a. Significant impact on the level and cost-inducedlationary
pressures at the macro level; and

b. Significant influence on the international compeéihess of the
economy at the global level

These attributes provide rationale for the allaratiof substantial
proportion of public capital investment expendittwethis sector in past
development and rolling plans. However, it is intpat to note that the
performance of the rolling plans within 1990/99 ipdrwas not very
impressive in terms of resource allocation. Resesiwere thinly spread
in the affected plans so much so that some infretral facilities such
as highways and other utilities were not regulamgintained and
serviced. For example, capital expenditures betw&&9 and 1998 for
transport and communication were N451.8 million &lid 162.5million
in 1991 and 1997 respectively.These figures rosBl8p 525.5million
and N237, 058.8million in 1999 and year 2000 respely. These
merely represented about 3.6% of the total capipknditure for those
years. In recent time, government has seen the tweedcrease the
funding of the infrastructural sector of the ecoyota transform the
economy for better.

SELF ASSESMENT EXRECISE 3

Do you prefer the public sector to manage infrastme in Nigeria?
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4.0 CONCLUSION

It can be deduced from our discussion so far tiadrastructure’
comprises of social and economic dimensions. Thealsimfrastructural
sub-sector covers the provisions of education,rim&tion, town and
country planning, health services and other sooiiare services while
the economic infrastructural sub-sector otherwisewkn as the utility
subsector embraces a group of hardcore economicitiast which
relates to the provisions of energy and power,spartation services,
water and communications. Aside the sectoral osiputhe
infrastructural sector is meant to consolidate @bevities of the other
sectors of the economy which provide essentialicesvto direct
production activities of agriculture, manufacturingining, commerce
and trade and also the daily lives of people. Thhse, sector has
enormous significance for the level of efficiencyndustrial
competitiveness and pace of industrial growth,aberall performance
of the economy and the allocation of resources. cimribution of the
sector to GDP has been relatively small and larfelstuating, yet it
serves as stimulant to the growth of other sechdevertheless,
allocation of government’s expenditure to the sebims been on the
rise. Most of the activities in this sector haveeitben the hands of
public enterprises and the blame of inefficiencythe sector has been
laid at the door step of the public sector. Thithis more reason why
there is an alarming cry of privatisation, whiclstsance commenced
with its attendants debate, fears and apprehensions

5.0 SUMMARY

This unit has simply introduced us to the dimensiand importance
of the infrastructural sector in the Nigerian ecwmyo It further exposes
the low contribution of the sector to GDP and gahenefficient

performance of the sector as well as the experadibar the sector in
the national budget.A brief mention was made of rttnagement of
infrastructure in Nigeria.The specific subsectorgucture and
performance will form the basis of our discussioonf the next
unit. The details of the argument against the puddictor performance
with respect to infrastructure and the process mfapization and

commercialisation will be discussed in detailsha fifth module.

6.0 TUTOR-MARKED ASSIGNMENT

What can be done to improve infrastructural develept in Nigeria?
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1.0 INTRODUCTION

Communication is essential to the activities ofimas sectors of the
Nigerian economy. In this unit we shall trace thistdry of the
communication subsector in Nigeria. We shall aldghlight the
structure of the communication sector while we ws@l the
development of the subsector. Furthermore we sbaimine the
contribution of the subsector to the national ecoynoOn a final note,
this unit reviews the problems militating againise tefficiency of the
sector.

2.0 OBJECTIVES

By the end of this unit you should be able to:

o Trace the History of Communication Industry in Nige

. Highlight the structure of the communication sulbsem Nigeria

J Appraise the contribution of the communication sdbsr in
Nigeria

o Enumerate the problems besetting the communic&emtor in
Nigeria

11
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3.0 MAIN CONTENT
3.1 Background to Communication Subsector in Nigea

The Communication subsector of the economy conefstise means of
sending and receiving messages, orders etc. Coroations are vital
to the functioning of an economy. As noted in theufth National
Development Plan, the provision of adequate andiabiel
communication services is essential for efficiepemtion of modern
economy. Means of communications are many and dvaiel include
telegraph, telephone, telex, postal facilities &twe Federal Ministry of
Communication is the government's outfit chargedthwithe
responsibility of providing modern, efficient commaoation facilities
and orderly development of industrial and sociatt@es of the
economy. These functions are performed by the tbr@sions of the
ministry via; the Nigerian Postal Service (NIPOSTg@sponsible for
postal facilities and services, the Nigerian Tefeomnications Plc.
responsible for telecommunication facilities andvees as well as
technical services department. In recent time, toenmunication
subsector has been caught up by the privatisatiogr@amme wherein
the subsectors under it have been privatized ornoentialised over
time.

SELF ASSESMENT EXERCISE 1
Highlight the role of each stakeholder in the comroation sector
3.2 Brief History and Structure of Telecommunication Subsector

Until recently, the Nigerian telecommunication setisr was the
exclusive reserve of public sector monopolies,dbrglominated by the
Nigerian Telecommunication Limited (NITEL). NITEL'sntecedent
lies in the Nigerian External Telecommunication [NELimited
established by the Cable and Wireless Incorporatédnited Kingdom
during the colonial period. In 1962, the Governmainiligeria acquired
51 percent of the company, and by 1972 it took dakierremaining 49
percent. The name of the company was subsequehdiyged from
Cable and Wireless Incorporated to NET. In Decemb@84, the
telecommunications arm of the Post and Telecomnatioit (P&T), a
commercial department of the Federal Ministry ofnm@aunications
which started as a postal branch of the Britisht @jfice in1851 was
detached from its postal affiliate and merged WT to form NITEL,
a public limited liability company. What remained ®&T was
transformed into Nigerian Postal Services (NIPOST).

12



ECO 247 MODULE 1

NITEL started business on January 1, 1985, inimgriNET’s authorised
share capital of 4 million shares of N1.00 eachthwii2 million fully
paid. In 1992, NITEL was commercialised and renarN¢TEL Plc.,
although no shareholding other than government texiNITEL
commercialisation was quickly followed by deregigdatsuch that the
Federal Government through the promulgation of Naye
Communication Commission (NCC) decree No.75 of 1Bf8tbduced
private participation in the provision of telecommuations services in
Nigeria. The second schedule of the decree listBtdmmunications
business open to the private sector. Figurel.2oWwslthe structure of
the Nigerian Telecommunication services in Nigedaad licenses
carriers and operators. The Ministry of communaadi performs a
supervisory role while the Utility Charges Commissi regulates
NITEL’s tariffs. NITEL is the major carrier and witthe Performance
Contract signed with the Federal Government and Teehnical
Committee on Privatisation and CommercialisationrP0Con May 22,
1992. It enjoys operational autonomy, implemenfgrave corporate
plan not subject to Ministerial and Civil Serviceders, employs and
terminates staff of all levels and determines igndtariff structure
(subject to the regulation of Utilities Charges Quission). It is a legal
entity that is supposed to be efficiently managed a&haracterised
accountability. By 1994, NCC had issued 42 licensesprivate
operators in different telecommunication sectorvises areas open to
competition. Between 1994 and 1996, 63 were licgnshis rose to 111
in 1997, with 48 licensed at the end of May 199&blé 1.2.1
summarises the category of services and the nupfberensed issued
by 1994/1997. The NCC license terms, a benefic@mpany must
among others:

Pay licensing fees;
Acquire a frequency to be allocated by the Ministfy
communication;

Acquire equipment and obtain a seal of approvahfCC; and
Show willingness to begin operation within six ntot

Recent developments from 1999 to 2013 have seen the
telecommunication sector undergone series of toamsftion. The
privatisation drive that have gulped the Nigeriamblp: services have
resulted in a paradigm shift from the initial peigiation of private
companies in services to full operation of privéééecommunication
company. A number of private operators have bemm$ed over time.
These include the MTN, Airtel, Globacom, EtisaMisafone, Starcoms,
Multilinks anda host of others.

13
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Fig. 1.2.1 Structure of the Nigerian Telecommunicabn sector

The

Telecommunication
Sector

Nigerian
Communications
Commission

Nigerian
Telecommunication

PG

Utilities Charges
commission

Ministry of
Communication

Private Operators

Table 1.2.1 Category of Services and Number of Lioses Issued by

NCC to Private Operation by 1994 - 1997

Service Grou

No. of Operatol

% Operator

1.Sale: anc 12 29
Installations
2.Value Addes 8 19
3.Private 7 16
4.Pay Phones 5 12
5.Public Mobile 5 12
6.Community 2 5
7.Repair:
Maintenance 2 5
8.Cabling 1 2
Total in 199: 42 10C
Total in 1997 100 100

Source: Anyanwu et al (1997)

SELF ASSESMENT EXERCISE 2

Outline the structure of the Nigerian Communicatsoivsector showing

the stakeholders

14
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3.3 Development of the Communication Subsector

It seems clear that not much attention was paideteelopment of the
communication sector in the First and Second Natidevelopment
Plans. However in the Third National DevelopmenarPla massive
allocation of N107.5 million was allocated to thevdlopment of the
sector. This obviously was prompted by the obsenssttoral
inadequacies as encapsulated in the first progeggst on the Second
National Development Plan. The allocation was meémt the
development of telephone switching equipment, trassion, telex and
other important telecommunication facilities.

From 1980 till date, successive governments haeeakbd huge sums
of money, often meager relative to the importantehas sector in

various budgets to the development of Transport @ochmunications
which are grouped togetherfor the purposes of hatgeallocations.

Table 1.2.2 shows the budgetary allocation to threraunication sector
from 1970 to 1995

Table 1.2.2 Financial Allocation to Transport and @mmunication

Year Total Allocation to | Percentag
Federa transport and

I communication
197(-1974| 7169.¢ 279.1 3.8¢
1975-1979 55183.6 6898.8 7.25
1980-1984 332586.3 5350.2 1.60
198t 15369.: 261.2 1.6¢
1986 16772.9 578.4 1.66
1987 22028." 830.7 3.71
198¢ 27749 395.5 2.5C
198¢ 41028.: 828.: 2.0z
1990 61148.5 714.7 1.16
1991 67529. 690.4 1.0z
199z 91579. 913.] 0.9¢
1993 179081.6 2021.0 1.13
199/ 210437.! 659.< 0.31
1995 256520.8 3591.4 1.40

Find out what is allocated to the communicatiort@eftom 2000-20107?
34 Performance of the Communication subsector

As shown in Table 1.2.3, the communication subsebatribution to
GDP was meager between 1960 and 2000. In 1960shaee of the
communication subsector in the total GDP contribuby the service

15
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sector as a whole was 2.6 percent; this rose t@@&dent in 1965 and
later reduced to 1.4 and 0.71 percent in 1970 &7& tespectively. The
contribution appreciated to 1.2 percent in 1980 3985. The subsector
further witnessed substantive declines in 1990utjino2000 recording
an average of 0.9 percent for those years. Howewer2008, the
contribution of the sector as a percentage of #wice sector GDP
amount to 17.3 and 25.2 percent in 2008 and 20&Pergively. This
improvement witnessed in the late 2000 was as altred the
privatisation of the subsector with attendant inw@roent in service
quality and increasing patronage.

Table 1.2.3: Contribution of Communication Subsectoto GDP 1960-2010 (Nmillion)

Sector/Subsector 1960 1965 1970 1975 1980 1985
Services 323.¢ 453.2 778.% 4,418.: (4,748.. [19,005.
Communication 8.4 15.4 10.8 31.3 58.3 232.3
Telecom 8.4 15.4 10.8 31.3 58.3 130.2
Pos - - - - - 102.1
Total GDP 2,489.0 |3,146.8 | 4,219.0| 27,172J0 31,546281,036.3
% of Service GDP 2.6 34 1.4 0.71 1.2 1.2

1990 1995 2000 2005 2008 2010

Services 27,425.6 | 32,492.3| 39,881.5 85,478|8 113,26¢128,372.6
Communication 247.9 279.2 370.3 8,175.2| 19,6004 ,383.4
Telecom 137.3 159.1 207.5 7,851.7 19156|2 34,828.13
Post 110.6 120.1 162.8 323.6 441.3 536.3
Total GDP 267,550.0281,407.4329,178.7561,931.4672,202.6775,525.7

% of Service GDP 0.9 0.9 0.9 9.6 17.3 25.2

Source: Central Bank of Nigeria, Statistical Bulletin, Geld Jubilee
Edition, 2008

Note that the GDP was compiled from 1960-1973 usifg§2/1963

constant basic price, from 1974-1980 using 197@1€dnstant basic
price and from 1981-2010 using 1990 constant harse

16
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3.4  Problem of Telecommunication Services in Nigei

A multitude of problems beset the rendering of aoaét

telecommunication services in Nigeria. They inclggessly inadequate
facilities since these facilities are high-techmgyidacilities that have to
be imported. Consequently, the problem of inadegeddechnical and
engineering manpower is acute. This problem is aagged by the
rapidity with which telecommunications equipment igpto obsolesce
due to speed of introduction of new facilities-ithgfacilities displacing
analogue facilities conventional telegraphic faéied yielding way to
facsimile etc. Moreover, switching problems duelifberences in made
of telephone exchanges serve to inhibit the flditybiand hence
efficiency in the delivery of communication sengcéot at least is the
problem of corruption and debt management thatldeaeviled every
public sector agency e.g. NEPA, NRC, NAL, etc. ire tNigerian

economy.

SELF ASSESMENT EXERCISE 4

List other problems of the communication subsedtow can they be
upturned?

4.0 CONCLUSION

The Communication subsector of the economy conefstise means of
sending and receiving messages, orders etc. Coroations are vital
to the functioning of an economy. Means of commatidns include
telegraph, telephone, telex, postal facilities €the Ministry of
Communication, Nigerian Communication Commission,tility
Charges Commission, Nigerian Telecommunication P& Private
operators are all stakeholders in the communicaimmlustry. Three
functions are performed by the three divisionsh& ministry viz; the
Nigerian Postal Service (NIPOST), responsible fostpl facilities and
services, the Nigerian Telecommunications Plc. oasipble for
telecomunication facilities and services as wellteshnical services
department. In recent time, the communication sttbsehas been
caught up by the privatisation programme whereegihbsectors under
it have been privatized or commercialised over tifBeme of the
challenges facing the industry are inadequateifi@sy infrastructural
and technological deficiencies and the public sesymdrome among
others.

17
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5.0 SUMMARY

This unit is an exposition of the history of thegliiian communication
sector. The composition and structure of the seets equally exposed.
This was followed by a review of the performance tfe

communication sector and rounded off with the peaid of the
communication sector in Nigeria.In a similar wamy, unit 3, you will

read through a discussion on the public utility teeof water and
electricity.

6.0 TUTOR-MARKED ASSIGNMENT

The communication sector is better off when praedi as against being
under the public sector, discuss
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1.0 INTRODUCTION

Public utility is no doubt an essential ingredieaf economic

development. Electricity and water are vital tousttial activities; no
sector can function effectively without adequat@my of electricity

and water. The failure orinadequate power and wsu@plyattracts a
huge cost on the part of industry to provide akéue means. In view of
this fact, this unit is concerned with the discaesof the public utility

subsector, most especially electricity and waterthis unit you will

read about the historical development of electriaihd water supply in
Nigeria. The discussion will also cover the sigrafice of the public
utility subsector and assess the performance aitihty subsector.

2.0 OBJECTIVES
By the end of this unit you should be able to:
o State the importance of electricity and water

o Describe the structure of the electricity and watgencies
o Evaluate the contribution of the public utility $ecto GDP
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3.0 MAIN CONTENT

3.1  History of Electricity Development of Nigeria

Electricity generation and consumption in Nigeriavé a long and
respectable history. Electricity use dates back 1896 with the
installation of the first power plant in Marina. &lplant was devoted
essentially to the generation of electricity fosidential consumption in
addition to serving to light up the streets aroth@lgovernment quarters
in Lagos. The year 1950 however marked a turningitpm the
country’s history of power generation and consuamptiThat year the
Electricity Corporation of Nigeria (ECN) was esiahkd. This
corporation was set up to take over the activitdésthe Nigerian
Government Electricity Undertaking which itself was offshoot of the
Public Works Department (PWD). The ECN was resgwnesifor
electricity generation and distribution until 19&%en the Nigerian
Dam Authority was established. The NDA was saddeith the
responsibility for developing the hydroelectric @uatial of the River
Niger. The electricity corporation of Nigeria andet Nigeria Dam
Authority jointly constructed the Kanji Dam. In 1B7a merger of ECN
and NDA was effected to form the National Electfiower Authority
(NEPA). The Electricity agency in Nigeria was lateansformed to
Power Holding Company of Nigeria (PHCN). The cutrprocess of
privatisation has engulfed the power holding conypati attentions are
focused on the privatization of the distributionctee and many
companies have been licensed in this regard. lkatbe2000s there have
also been attempts at power generation by statergment and some
multinational establishments but many of thesengits are still in
process while many have been truncated on polidyl@gistic grounds.

SELF -ASSESMENT EXERCISE 1
Trace the evolution of PHCN

3.2  Electricity; Significance, Expenditure Profile Generation
and Consumption

Electricity is vital to development. In fact, thate of energy utilisation

is often used as a development index. This is lsrdhe effect of

electricity usage riverberate through the econmsyying as a source of
energy for industrial and commercial outfits as Iweed widespread

domestic use. Moreover, the process of electrigégeration serves as
outlet for the product of other industries suchcaal, fuel, oil, natural

gas etc. Electricity therefore has both supply @ewchand effect.
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One observable feature of electricity generatioNigeria is the shift in
the structural composition of the source of eneuggd for electricity
generation. In this regard, we note that there lbesn a shift from
energy sources like coal, fuel, oil, natural gagliesel oil in favour of
hydrothermal power which are relatively cheaperrsewf energy. In
addition to their cheapness, the use of thermal laydropower for
electricity generation possesses the advantagenglisity and ease of
maintenance over other energy sources for eldgtrigeneration in
Nigeria. Indeed, as at 1979, the available datavebothat a total of
490mw of electricity was generated using hydropowerde up of
420mw from Kanji Dam and 30mw in the Jos area whilectricity
generated using thermal power stood at a total8dindv distributed
among steam turbine (115mw), gas turbine (333.5mamyd diesel
engine (35.3mw).

In the Third National Development Plan, a whoopswn of N260.6
million representing about 24.5% of total plannegital expenditure
was voted for the development of hydraulic generabf electricity.
Projects slated to be completed under this plaludecKanji extension
which entailed the installation of four additiorggdnerating units with a
combine capacity of about 440mw at a total costN@bmillion, the
development of Shiroro hydroelectric project withestimated capacity
of 300mw and expected to provide 500mw capacigy divelopment of
the Gongola power plant station with an estimatgobhcity of 30mw at
a cost N10million and lkom, Makurdi and Lokoja, hgdlectric power
stations capable of delivering 400, 600, and 195@gawatts
respectively at a total cost of N132.5million walkoeated for the
development of such thermal generationplants. Aapele Thermal
Plant, Afani Power Station Extension, Delta No. lZefimal Plant, and
Eket Power Station at a cost of N115.5million, Nghillion,
N2.2million and N3.0million, respectively. In theo#rth National
Development Plan 1981-1985 emphasis was simply &md the
completion of projects already commenced underTthed National
Development Plan and maintenance of others.

Electricity generation in Nigeria was almost theclagive right of
National Electric Power Authority- NEPA, now Powetolding
Company of Nigeria, a public corporation generativegl over 95% of
total electricity generated in Nigeria. The otheajon supplier is the
Nigerian Electric Supply Corporation (NESCO) in thast. Its share of
electricity generation is quite small; moreover,3ED relies on thermal
power for electricity generation unlike NEPA thelies on both on both
hydro and thermal sources.

In terms of Consumption, electricity consumptiortlsssified into three
groups namely: Industrial consumption, Residemimasumption as well
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as consumption for street lighting purpose. Paot963/1964 however,
there was no distinction between industrial and mencial
consumption. What could be inferred from the aldéastatistics on
electricity generation and consumption is that:rehes phenomenal
growth in electricity generation and consumptiorerotime. Also, the
relative share of thermal power generated up 885Lwas higher than
that of hydroelectric power generated, the revevas the case from
1996 to date. Moreso, there is dominant share sifleatial outfits in
electricity consumption but growing industrial cangption is also
witnessed. The increase in the volume of electriwgr generated can be
attributed to conscious efforts made over the dedadbeef up the
installed capacity of NEPA through major investmpnbgrammes. In
1982, for example, NEPA installed electricity geatem capacity stood
at 2,902.1mw reflecting an increase of 19.4% over tapacity of
2,339mwin 1981 following the experience expansibrihe Afam and
ljoia power stations to 700.700kwh and 8,150kwipeesively. In 1984,
the Jebba Hydro-power Station was commissioned wme fully
operational thereby increasing the volume of el@tir generated. On
May 13 1986 the N700million Egbin Thermal Power ti®ta was
commissioned. This also helped to boost NEPA'saitest capacity,
which rose to 3508mw as opposed to its earlieragpaf 3025.5mw. In
1991, the 600mw gas turbine generating plant (Oejtat Ugheli, Delta
state was commissioned and integrated into theomedtigrid. The
reactivation of the Egbin Thermal Power Statiorl@91 further helped
to boost electricity generation capability of NEP&forts at increasing
electric power generation have been continuouprtsent time.

According to the International Energy Agency (IEA), 2008, total
energy consumption was 4.4 Quadrillion Btu (111,&@6tons of oll
equivalent). Of this, combustible renewables andtevaccounted for
81.3 percent of total energy consumption. This hmgrcent share
represents the use of biomass to meet off-gridifgeaand cooking
needs, mainly in rural areas. IEA data for 2009 icaw that
electrification rates for Nigeria were 50 perceat the country as a
whole; approximately 76 million people do not hageess to electricity
in Nigeria. Nigeria has vast natural gas, coal, azmgewable energy
resources that could be used for domestic elegtrigeneration.
However, the country is lacking in policies to hess resources and
develop or improve the electricity infrastructur@&he Nigerian
government has had several plans to address the foeepower,
including a recent announcement to create 40 gigaw@&Ww) of
capacity by 2020 (compared to 2008 installed capati6 GW). Much
will depend on the ability of the Nigerian governm& utilise currently
flared natural gas.
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In the face of this increasing generation capacitgr time and setting
up of agencies for rural and urban electrificatioatwithstanding,
electricity consumers have hardly benefitted froraing in the
generation capacity. Power supply to consumersbieas erratic and
non-satisfactory. Some of the problems identifiecdbé responsible for
this state of affairs include the sporadic supdlgas to thermal power
stations often times low level of water at hydraveo stations, largely
poor distributions network of NEPA etc. Efforts ragking for stable
electricity power supply in Nigeria in the nearurg should focus at
these and other problems besetting this subsettbe @conomy.

SELF -ASSESMENT EXERCISE 2
Why is PHCN unable to meet its target?
3.3 Water Development in Nigeria

Water is an important national resource and ufilgt the recognition
attached to it in official government pronouncersesht not seem to be
as weighty as its importance. The role of Fede@lgenment in water
supply activities is not as visible as the caseénwiectricity, transport
and communications. Indeed the states have beely sekponsible for
water provision until later time when a ministrytaé federal level was
established to oversee activities in this sectibutity. Many of the
state government created their water boards chargédd the
responsibility of making portable water availablspecially in the
urban areas.It is common knowledge that the proldémater storage,
often in an endemic proportion especially in sudban areas as Lagos,
Kano, Benin City, Ibadan, Port Harcourt etc. coméis to loan large in
Nigeria essentially because many of the so-caliddscdo not have
organised systems of water supply. The situatiomhen rural area is
even more pathetic, many rural dwellers still resmponds, rivers, and
streams for water supply. Yet, water from thesaaaiis hardly fit for
consumption. Moreover, the systematic study androkeg of data on
ground and surface water resources available incthumtry is only a
recent phenomenon. In addition, collection of datawater utilisation
by various sectors of the economy is a recent pnenon.

A number of efforts aimed at developing the nasowater resources
and making water available to all categories ofrsideave admittedly
been made at various times in Nigeria beginningnfibhe immediate
post-independence period and specifically with thiest National
Development Plan of 1962-1968. In 1976 for exantpée World Bank
assisted Integrated Agricultural Development Pisjd&DPs), charged
partly with the responsibility for making availabteigation facilities for
the development of agriculture was launched. Timaindate includes the
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provision of Earth dams, boreholes and tube wetld wash bores
designed to harness the nation’'s water resources agpicultural

development. In the First National Development Pkarotal of N48.6
million or 3.6% of total plan allocation for cagitexpenditure on all
sectors was voted for water resources developmanthe revised
Second National Development Plan, water supplyivedeallocation an
allocation of N148.6 million. This stood at abo@0% over and above
the allocation in the First Plan period. Under thkird national

Development Plan, a total of N930.039million reprasig about 2.84%
of the total projected capital expenditure by thblie sector within the
period was budgeted. By 1995, budgetary allocdtordevelopment of
water resources stood at N2, 579.0 million repr&sgran increase of
57.1% over the previous year level. Further effatsleveloping and
harnessing the nation’s water resources can be igetre activities of
the River Basin and Rural Development Authority (538

scattered all over the country. The RBDA are pastyldled with the
responsibility for the provision of such infrasttuial facilities as dams,
wells and boreholes. The Federal agencies on vsaigply are mostly
concerned with creation of reservoir for water dyp@ther roles
include the establishment of laboratories for waggamination and
treatment, hydrological surveys and constructiomafer facilities;dam
construction and maintenance are part of developheffort to ensure
portable water supply. Other agencies such as Dm&e for Food,
Roads and Rural Infrastructure (DFRRI) also conted to water
resource development in Nigeria. Other Programnmetude Water
Resource Decree No. 101 on controlling the useidase water among
others, National Water Resource Master Plan dedigoeeview and
analyse all existing information for a consolidategentory of water
resources. The year 1990 marked the beginning ohdive water
management policy by the Federal Government andait®us water
ministries and agencies responsible for development

SELF -ASSESMENT EXERCISE 3
What can be done to improve portable water avdiitalim Nigeria?
3.4  Performance of the Utility Sector

The utility subsectors contributed thinly to thervéee sector GDP
between 1960 and 2000. Apart from the 6.5 percleatescontribution
to the service sector GDP in 1985, the contributemges from 2.0 to
4.4 percent between 1960 and 2000. This was prplzhl#d to the fact
that the sector was operating under the public oseathich was
considered inefficient for most of these periodsefe was an upsurge in
the contribution of the sector from 2005 to 2008 atill substantial till
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2010, there was a slight drop in the percentagéribotion of utility to
service GDP from 23.6% in 2005 to 20.3 in 2008 &iddb in 2010
(Table 1.3.1).

Table 1.3.1: Contribution of Utility Subsector to Real Gross
Domestic Product 1960-2010 (N million)

Sector/Subselc1960 1965 1970 1975 1980 19845

tar

Service 323.4 | 453.2 778.3 4,418.4,748.1 19,005,
Sectnl Wi
Utility 8.4 18.2 24.0 86.0 143.7 1,225.6

Electricity 7.2 16.0 20.0 86.0 143.4 1,01p.2

Water 1.2 2.2 4.0 206.4
Total GDP | 2,489.4 3,146.8 4,219.0 15,919/ 31,546] 201,036
7 o 2

% of Service | 2.6 4.0 3.1 2.0 3.0 6.5
[@1D]=)

1990 | 1995 | 2000 | 2005| 2008 2014
Service 27,425] 32,492 39,881/ 85,478] 113,260 140,372
Cectnl &) 3 5 2 2] (&)
Utility 1,178.0| 1,422.1] 1,448.9 20,135/ 22,984, 24,516.
Electricity | 828.0 | 990.7| 972.2 39’439- §2’035- 23’364-
Water 350.0 | 431.4| 476.60 6954 9488 1,152.1
Total GDP | 267,550281,407 329,178 561,931 674,889 775,525

al A 2 A al i
% of Service | 4.3 4.4 3.6 23.6 20.3 17.5
GDP

Source: Central Bank of Nigeria, Statistical Bulletin, Geld Jubilee
Edition, 2008; National Bureau of Statistics, $atal Bulletin, 2010
compiled edition

Note that the GDP was compiled from 1960-1973 usifg§2/1963
constant basic price, from 1974-1980 using 1977@183nstant basic
price and from 1981-2010 using 1990 constant harsie

SELF ASSESMENT EXERCISE 4

The contribution of the Public Utility to GDP hasmmained low over the
years, why?

4.0 CONCLUSION
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Electricity is vital to development. In fact, thate of energy utilisation
is often used as a development index. This is Isscdhe effect of
electricity usage riverberate through the econmeyying as a source of
energy for industrial and commercial outfits as Iweed widespread
domestic use.Conscious effort at developing elgttribegan in the
1950s and 1960s with the establishment of elettricorporation of
Nigeria (ECN) and the Nigerian Dam Authority (NDAYr respective
responsible of generation and distribution of eleity anddevelopment
of the hydroelectric potential of the River Nigefhe electricity
corporation of Nigeria and the Nigeria Dam Authprijointly
constructed the Kanji Dam. In 1972, a merger of E&N NDA was
effected to form the National Electric Power Autbor{NEPA). The
Electricity agency in Nigeria was later transformedPower Holding
Company of Nigeria (PHCN). The PHCN is currentlydargoing
transformation in the light of privatisation of therporation.In terms of
generation and Consumption; Industrial, Resideatial Street lighting,
there is phenomenal growth in electricity generatemd consumption
over time with high capital expenditure being adited to the subsector
for development, though power supply to consumes leen erratic
and non-satisfactory. Some of the problems idetifo be responsible
for this state of affairs include the sporadic dyppf gas to thermal
power stations often times low level of water atltoypower stations,
largely poor distributions network of NEPA etc. Gme other hand,
water is an important national resource and utijgt the recognition
attached to it in official government pronouncersethd not seem to be
as weighty as its importance. The role of Fedemlggnment in water
supply activities is not as visible as the casé wiectricity, transport
and communications. Indeed the states have beely sesponsible for
water provision until later time when a ministrythé federal level was
established to oversee activities of water resourbe problem of water
storage is germane both in urban and rural areasurber of efforts
aimed at developing the nation’'s water resources making water
available to all categories of users have admigteden made at various
times and these include the World Bank assistezijtated Agricultural
Development Projects (ADPs), RBDA, DFRRI with vaisomandates
among others. The public utility sector have cdniied minimally to
the Gross Domestic Sector simply because it hag loeen public
oriented with little or no private participation

5.0 SUMMARY

In this unit we have examined the two major compisi@f the public
utility sector, the electricity and water resoutrcéle discussion started
with the historical development of the electricitydustry. We also
examined issues relating to generation consumgti@hfunding of the
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electricity authorities. Similar issues of devel@nhand funding were
equally examined with respect to the water indudtryhe final analysis
the challenges and prospects of the two industwese concisely
mentioned. Now you have one more unit to finishthip module, you
will definitely have an interesting session as yead through another
important subsector of the service sector, thespiart subsector.

6.0 TUTOR-MARKED ASSIGNMENT
Will the Privatisation of PHCN do more good thamrh@, discuss
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1.0 INTRODUCTION

Transportation occupies an important role in a tgtsmicommercial life,
industry and in the overall economic developmerdrof country. Sequel
to this, we single out this subsector for a spedistussion in this unit.
We shall start with a discussion on the conceptasfsportation followed
by a brief history and component of transportatioiNigeria. This shall
be followed by an examination of the general pentonce of the
transport sector in Nigeria. You will later examiseparately the road,
rail, air and water transport systems in Nigeria.

2.0 OBJECTIVES

By the end of this unit, you should be to:

1. Highlight the significance of transportation to thegerian
economy

2. Trace the evolution and development of transpanaita Nigeria

3. Evaluate the general performance of the transgatbs in
Nigeria

4, Summarise the Features of Road, Rail, Air and Waagisport in
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3.0 MAIN CONTENT

3.1  Meaning, Importance and Historical Developmenof
Transport Sector in Nigeria

Transportation refers to the process of conveyingnoving of goods
and people from place to place. The importanceaofsportation derives
from a number of factors. For example, it increabesgeographical and
occupation specialisation as well as interdepergl@ficountries based
on the principle of comparative advantage. In fagprovement in
transport provides more opportunities for speadilos, this largely
accounts for the remarkable improvement made so ifarthe
development of commerce and industry since trandigsrat the root of
the whole process of marketing. Consequently,aiti$eto an enormous
increase in the volume of trade, making it possibleincreased and
concentrated population to survive and for thenbéoprovided with
wide and more varied diet. In addition, transpartatfacilitates the
quick deliveries of perishable and non-perishaldeds. As a result,
capital need not be tied up in large stock of gamidse quick deliveries
can be made making large-scale production possiiies, the role of
transportation in every modern economy cannot lngpcomised.

The history of Transportation in Nigeria dates b&zkhe pre-colonial
era. Within this period, transportation facilitissch as roads, railways,
air transport facilities, etc. were virtually noristent. Emphasis then
was initially on bush path and thereafter on theddmng of inland
waterways to render them navigable. Between thehnanv, however,
giant strides have been made in the growth and loewvent of
transportation facilities in Nigeria. At preserfietmodes of transport in
Nigeria include road, railways, air, inland wateysisea (coastal
shipping and shipping engaged in internationaleyas well as pipeline.
These modes of transport largely satisfy the fourcgpal factors which
determine the effectiveness of any transport systam safety,
convenience, speed, and cost. For example, safetyf iparamount
importance. In terms of convenience, it must gi&gseeor comfort as well
as being suitable, easy to reach or use and hafahgover, the fastness
of transport is also important especially when sa@@s are needed or
when perishable goods need be moved. On the destedfectiveness of
transport is determined by the expensiveness omaprtess of the
transport mode. The foregoing factors explain wayegnment transport
policy in Nigeria emphasises economy, efficien@fety, and reliability
of service to users of the facilities as speltioigessional paper No. 1 of
1965 entitled “Statement of Policy on TransporteTjolicy contains an
explicit statement of government’s determinatioptessure coordinated
development of various modes of transport by cotnagng on the
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modes that are capable of carrying persons andsgatoithe safest, most
convenient and at the lowest cost per unit of setvi

SELF-ASSESMENT EXERCISE 1

1. State the four criteria for a good transport system
2. What is the significance of the transport systeradonomic
development?

3.2  Performance of the Transport Sector in Nigeria

The transport subsector constitutes an importactiosen the service
sector. This is seen from its share of contributiorthe GDP of the
sector from 30.1 percent share in 1960 to 31.5guérm 2005 after a
period decline between 1965 and 1980. The contobudf the sector as
a percentage of the GDP of the service sector eéahpp 19.8 in 1990
and further declined to 19.4 in 1965, 17.4 in 2608 14.8 in 2010. Of
all the components of the service sector, the tdsport constitute the
highest contributor to GDP, over 50 percent betwe260 and 1965 and
even more than 80 percent in most of the yeargQill0. The efficiency
of the rail system in the 70’s accounted for anatghare recorded with
the road transport segment, the water transporesbfathe transport
sector GDP was even higher than that of the rargport in 1985. The
rail transport system has since become moribuna fite nineties; it is
not surprising that its contribution has laggedibéteven water, air and
other transport system since 1990 to 2010, althahghe have been
recent and concerted efforts at reviving the rgsteam (Table 1.4.1).

Table 1.4.1: Contribution of Transport subsector toGross Domestic
Product 1960-2010 (N million)

Sector/Subsectod 960 1965 1970 1975 1980 1985

Services GDP [323.4 |453.2 778.3 | 4,418.3 4,748.1 19,005.7

Transport Q7.4 127.¢ 123.t 020.: 1,168.: [5,988.¢
GDP

% of Service  30.1 28.2 15.9 12.6 24.6 31.5
GDP

Road 57.8 82.6 73.0 920.3 | 1,1682 4,946.0
Rail and pipeling22.2 21.2 17.4 - - 143.4
\Water 14.6 19.2 26.9 - - 413.4
Air .8 4.6 6.2 - - 318.5
Other Transport 167.4
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Total GDP 2,489.0 | 3,146.8| 4,219.0 27,17230,546.8{201,036.38

1990 1995 2000 2005 2008 2010

Services GDP 27,425.6[32,492.3[39,881.585,478.8(113,165.{140,372.6

Transport 6,438.8 |6,289.5| 7,508.1] 14,88218,204.3]20,754.7
GDP

% of Service 19.¢ 19.4 18.€ 17.4 16.1 14.€
GDP

Road 4,665.6 | 5,536.4] 6,392.8 13,381.6,400.6/18,728.8
Rail and pipelings9.9 0.93 1.3 1.67 2.0 2.2

Water 280.8 274.3 305.8 321.5 383.3 427 .2
Air 48.5 188.9 213.7 318.2 396.0 459.2

Othel Transpor (184.( 289.] 594.¢ 854.¢ 1,022.7 [1,137.:

Total GDP 267,550.0281,407329,178. 561,931.1572,202. 775,525.f

Source: Central Bank of Nigeria, Statistical Bulletin, Geld Jubilee
Edition, 2008;National Bureau of Statistics, Statistical Bulletin, 2010
compiled edition

Note that the GDP was compilled from 1960-1973 giif62/1963 constant
basic price, from 1974-1980 using 1977/1978 condbasic price and from
1981-2010 using 1990 constant basic price

SELF ASSESMENT EXERCISE 2

How does the Nigerian transport sector fared batvl€90 till date?

3.3 Road Transport in Nigeria

3.3.1 Historical Development and investment in Ra@hTransport
in Nigeria

The history of road transport in Nigeria dated baxk 904 when Lord
Lugard attempted the construction of a mule road#ting Zaria and
Zungeru both in the Northern states of Nigeria. Thad was later
extended from Zaria to Sokoto, Kastina and Maidugdowever, the
road linking Ibadan and Oyo constructed in 1906eorded to be the
first motorable road ever constructed in Nigerid. iAddependence in
1960, the Nigerian landscape dotted with a skele¢dvork of trunk
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roads as well as secondary and feeder roads thaibitexl the
characteristics which reflected the purpose ofrtlkenstruction. They
were narrow and winding for they were simply met@nfacilitate the
evacuation of agricultural produce from the interto the ports for
export in addition to serving as links between tecad human
settlements thus permitting ease of administration.

Since then, road transportation system has witdesae vast
improvement in Nigeria in terms of total length aqnhlity especially in
the post-civil war era, which coincided with thé lmoom period. Ultra-
modern roads emerged from nearly all parts of thentty comprising
of trunk “A” network made up of the North-South aBdst-West ones
forming the basic grid of the national network inttnich other link

roads enmesh; as well as Trunks “B” and “C” road. dddition,

international highways leading to Nigeria exist.eyhnclude the road
link with Niger Republic, Cameroon, the Republic®fiana, Togo and
Benin via Idiroko and the Republic of Chad. The vgito in road

statistics in Nigeria partly reflects the increaséedmand for road
transport in Nigeria. This increased demand is abdftected in the
increase in the number of vehicles registered dier period. The
increased demand for road transport service iehargccounted for by
the poorly developed nature of the Nigeria Railw8@ystem, the
alternative land transport mode to road system.

The various governments in Nigeria have over therygiven priority
attention to road development in Nigeria. In thersFiNational
Development Plan (1962-68) launched immediatelyerafpolitical
independence, substantial vote for road developmeas made. This
reflected government’s objective of replacing the, marrow, winding
roads with poor drainage facilities that were bexdued by the colonial
masters with new widened, straightened, and impros«erface road
network. The total planned capital expenditure oadrby the various
tiers of government under this plan stood at N15®ui@lion. This
represents 52.6% of the total vote of N288millian the development
of the transport sector. The construction of the Bkd Onitsha— Asaba
bridges were included in the plan. The Investmeng@amme of the
states during this period was to be concentratesndimlly on the
construction and maintenance of Trunk “B” netwofkaads.

In the Second National Development Plan of 197041@7total of
N278.840 million representing about 59% of the ltotate for the
transport sector was allocated to road developmErg. focus of road
development under the plan was the rehabilitatich@numerous roads
that were adversely affected by the civil war. he tThird National
Development Plan (1975-1980), a total of N9, 677rBdlion was
allocated to the transport sector. Of this, N6,.995million or 72.3% of
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the total was voted for road development. Alsothie Fourth National
Development Plan (1981-1985) the sum of N7, 457.81llon was

allocated to road development out of a total of N706.62 million

voted for the development of the transport secitve other transport
modes, viz: rail: air and water shared the othéx3&mphasis in the
plan was more on the rehabilitation and improvenwnthe existing
road net 336 works rather than the constructionnedv ones, the
principal objective being to protect the massiveestment on road
construction and development over the years. In619Be federal
government announced a grant of N1.0 million toheaicthe 301 local
government areas in the country then to enable tredrabilitate bad
roads within their areas in 1988, several otherdrpaojects were
executed. That year too saw the launching by tliereé Government of
the Mass Transit Programme (MTP).

In 1989, a sum of N230 million was spent on rehtbibn,

reconstruction or construction of a total lengt®8km of roads by the
federal government. In 1991, a total sum of N80@Rlion was

expended on the construction of a total of abold.®dn length of
roads. Similarly, a number of road and bridge prsjevere completed
during the course of 1992. Twenty roads and fouddgas were
completed in 1995 by the Federal Government. Fr@®51to 2010,
there has been substantial improvement in roadloj@vent but with
poor maintenance culture.

3.3.2 Problem of Road Development in Nigeria

The major problems of road development in Nigeaa be traced to
such factors as harsh and extreme climatic comdititong distances
and difficult terrains that make road constructaomexpensive project.
Road construction cost is especially high in thetlsern part of the
country owing to difficult topography. Thus, asesult of the nature of
the soil, the poor drainage conditions, the swaamy marshy nature of
the soil, etc., road construction is an expensiogept. This means then
that massive funds are needed for the developmenbaa projects.

Resources constraint and the high opportunity st the amount of

resources that can be expended on road developifieatpolicy of

Build, Operate and Transfer (BOT), a scheme wheimits the private
sector to participate in road development and mamagt was initiated
in 1995 and designed to overcome this constrairdegoby fund

unavailability.

SELF-ASSESMENT EXERCISE 3

Identify other challenges of road construction igéyia.
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3.4  Historical Development and Investment in Nigean Rail
Transport

Rail transport is the second form of land transpibw first being road
transport, the means of rail transport is train cehfuns on railways.
Railways are tracks laid with steel rails. Coloradministrators in West
Africa introduced railways as far back as the 38 century in order to
connect administrative headquarters and princigaliyrovide routes for
easy evacuation of cash crops from seaports topearoports. For this
purpose the connection of a rail line in Nigerideexling northeast from
transport pre-dates the road mode of transport.rédason for this can be
found in the fact that the development of the tpanssector in Nigeria
by the colonial masters was primarily directedgil@ting the produce
of their economy. Transport system capable of cpimgebulky good
over long distance became naturally attractive ageans of achieving
this objective. The rail road that was laid in 1&3¥&tched from lddo to
Ota, stretching over 106mm (32km) gauge. Withire¢hyears, it had
reached Ibadan. Major cities and towns such asajdbirin, Enugu,
Zaria, Gusau, Makurdi, Minna and Port-Harcourt leen linked by
1930 with railheads at Kaura Namoda, Nguru, JosMaidluguri; Baro
and ldogo towns also have rail links although these of lesser
importance. Railway constructed in 1964 from KusuMaiduguri was
an extension of Borno rail which concerned theesrt North Eastern
part of the country. The Nigerian Railway Corpayafi a public
corporation saddled with the management of the MigeRailway
system was established as a public corporatior5b handle railway
transport in the country. Prior to this time, thelway system was
simply a department of the central government. 8stablishment of the
NRC was aimed essentially at freeing the managemktiie railway
system from the rigidity and bureaucratic influemoé the government.
Moreover, it was reasoned that this way the cotpmracould be run on
semi-commercial basis like NEPA. However, it was expected to be
free completely from government’s control at leastfar as general
policies of control over such issue as pricing wayecerned.

Aware of the vital contribution of the rail trangpgystem to economic
development, various governments have over the ipaae attempts to
develop the Nigerian Railway System through thedfugranted to the
NRC. The allocations to railway development in tharious

developments plans serve to corroborate this a&wsserin the First
National Development plan for example, N43.30 millirepresenting
14% of total allocation to the transportation seatothe plan was voted
for railway development. This rose by 87.1% to N@&ilion in the

Second National Development Plan (1970-1974) peridds stood at
17.1% of the transport sector size allocation it fhlan. However, the
disbursement under the plan left much to be desBgdl973, a year to
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the end of the plan period, only N18.6 million reggnting a mere 23%
of the total allocation had been disbursed and noidhis amount was
expended on the purchase of rolling stock and |@t@s. In the Third

National Development Plan, 1975-1980, the railgpamt system had an
allocation development of N1, 029.70 million remneisng 10.6% of the
total allocation to the transport sector and réiftecan increase of 117%
over the allocation within the second developmédaut.p

In the Fourth National Development Plan (1981-198%)tal sum of N1,

634.0 million representing 15% of total allocatimnthe transport sector
was voted for the development of the railway syst@ut of the total

outlay of N2, 210 million meant for the transpaettor in the 1990-1992
rolling plan, N310million, which translates to 7286 the total, was

meant for the railway sub-sector. However, thisreased to N349
million or 19.4% of the total outlay of the N2, 68433 million meant for

the transport sector in the 1991-1993 rolling pl&side from the

aforementioned allocation in the development play®m/ernment has
made other substantial allocation of funds to teeetbpment of the rail
transport system over the years. In 1995 the Chisil Engineering

Construction Company (CCECC) was invited to thentiguto assess the
performance of the NRC. The visit resulted in tlgnisg of a bilateral

agreement between the NRC and CCECC for the laiteender the

services of track surveying and repairs. The objectbeing the

revitalisation of the operations of NRC, the imp&iation of the

agreement was billed to commence in 1996.

It is not a contentious issue that the NRC haslimet to its billing.

Thus, some bold reform steps are called for. A ratep strategy for
strategically reposition NRC include establishingsiness units with
compatible objectives; effective board of direciaslecting effective
and committed chief executive; developing visiond amtegrated
strategy to accomplish mission; determining aergebda staffing
requirements to carry out strategy; developing wisgion structure to
direct repositioning, revising detailed businesanpl as repositioning
progresses. This process takes time and deteromnaind requires
continuing commitment by the government to depoiié the NRC by
giving that mission to a board and chief executjualified to carry it
out.
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3.5 Historical Development and Investment in Air Tansport in
Nigeria

What is now one of the most controversial compamesigeria actually

evolved from West Africa Airways Corporation (WAAQ@yhich was

incorporated in 1945 by the British colonial gowaent to undertake
operations which the Royal Air Force left behindts Second World
War, to facilitate scheduled flight operation irgaglish speaking West
African countries. It was then jointly owned by th@mer British

colonies, namely: Nigeria, Ghana, the Gambia, amdr&lLeone. On
attainment of independence in 1957, Ghana pullédooset up its own
airline, the Ghana Airways, following which WAAC®fluence and

strength began to sag until in 1958 the British iGgas Airways
(BOAC-33%) and Elder Dempster Lines (16%), nudged by the

colonial government, came to the rescue, reflodtiegsinking company
as WAAC (Nigeria) Limited, with Nigeria owing 51%.

In May 1961, Nigeria, still basking in the triumpbf political

independence, bought the shares of its partneM/AAC (Nigeria)

Limited hence the company (Nigeria Airways) becdf6% owned by
the Nigeria government. From that date it becaneecthuntry’s nation
flag bearer. It however, becomes a limited liapilintil 1971 when it
was named Nigeria Airways Limited. As the Natiowcalrier, Nigeria
Airways enjoys the patronage and the diplomatictgmtion of the
Federal Government in her international and diplioenaperation. In
return for this, the government expects the compsmymeet the
following objectives:

(@) Provide scheduled and chartered air transportataarrying
passengers, mail and cargo on both domestic aednattonal
routes in the most efficient, reliable and profieaimanner;

(b) Provide an adequate domestic network connectingstaite
capitals and commercial centres; and

(c) Act as back up for the National Air Force as a gpartation
auxiliary in the event of a war or national emeigen

Thus, Nigeria Airways rose from fledgling airline & buoyant and
promising national carrier with 27 aircraft’'s irs ileet at the end of the
1970s. Instead of blossoming and progressing iratunty in the 1980s,
Nigeria Airways commenced a gradual but steadyigeah growth and
activities, in quantity and quality of its servicéis desperate attempts to
salvage the flag bearer, successive government$igeria authorised
such diverse management styles as those dltiMadministration of
1970 to 1981 andirectmanagementbetween 1984 and 1988. Indeed,
due to poor performance of the airline in the areasnanagement,
accounting, ticketing, route planning, etc., ints@f grown in fleet size
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prompted the Federal Government to enter into teehnand
management agreements with the KLIRbyal Dutch Airline during the
Fourth plan period it is important to note thatilisfes were made
available to the foreign management consultantshnmore than in
either the pre-or post-foreign management periods.

In 1980, revenue to the air transport subsecta t@N140 million from
N131 million in 1979 but expenditure rose to N16#ion in 1980 from
N143million in 1979, leaving a deficit of N23 mdin for the 1980 year
against N12 million recorded in 1979. However, B81 revenue rose
dramatically to N229. 4 million with expenditure &46.8 million,
giving a deficit of N27.7 million and in 1983 it wdN 47.2 million.

From 1986 air fares were deregulated with the amgpinthat fare
increase was necessary because of the depreciafiothe Naira
following the introduction of the second-tier fagai exchange market
(SFEM). Between 1986 and April, 1992, air fares wep six times:
four times for domestic and two for internationathwthe April 1, 1992,
70% increase in fares on the domestic route and®02€8e on the
international rouse represents a 2.633% increaser dle fares
deregulation followed the de-specification of fareNigeria decided by
the International Air Transport Association (IATAf the composite
tariff conference in 1989. Again, as a result af thke in the aviation
fuel by about 500% (from N1.07 to N5.50 per litrpjivate airlines in
Nigeria and the Nigeria Airways increased fare$00%. However, at a
conciliatory meeting with the secretary of state #viation and
Communication, the Federal Government conceded200&o increase
of ticket on all local routes. The Nigerian airwaysve become
ineffective in the 2000, thus informing the priaiion of the subsector
leaving the sector in the hand of other privaterajoes.

SELF ASSESMENT EXERCISE 4

Compare the rail and air transport in Nigeria i@ kst twenty years

3.6 Water Transport in Nigeria

3.6.1 Nature and Characteristics of Water Transpar

Water transport involves travelling or conveying gdods by inland
water (river, creeks and canals) and oceans arg] keace, we have
inland water transport and sea transport. Waterspart possesses a
number of advantages over other modes of transpoNigeria. For

example, it is relatively cheap requiring relatwdbw energy and
manpower input, it makes possible the handling edvly and bulky

cargos that cannot be handled by other transpodesiorode, rail and
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air. The cost of utilising shipping ports and labdacilities which are
essential prerequisites to water transport devedmpmare quite
economical.

3.6.2 Seaport Development in Nigeria

The activities of seaport development, maintenaswee operation in
Nigeria are the exclusive monopoly of the Federav&nment. The
Federal Government carries out these functionsugirothe Nigeria
ports Authority (NPA) which was statutorily created 1995. Seaport
construction and improved port services have couted to the
significant progress made in water transportatiolNigeria, due to the
resulting increase in the number of seaports ircthentry. Seaports, for
instance increased from 2 in 1960 to 8 by 1982. pbds include
Apapa, Tin can Island (both in Lagos) Koko, Waliort Harcourt
Calabar, Sapele, and Burutu ports. The importalet ptayed by water
transport in the growth of economic activities imetcountry partly
explains the massive investment in port developroeet the years.

In the First National Development plan, for examplee Nigerian Port
Authority had a planned capital expenditure of K4illion while
actual expenditure stood at N48million reflecting.8! million or 1.6%
increase over the planned expenditure. Under ti7@-¥4 development
plan, the sum of N37.5 million was allocated essdint for
rehabilitation of port facilities that were damaghding the civil war as
well as for the improvement of Lagos, Warri andabalr ports. Between
1970 and 1973, rehabilitation programme to the toh&l4.1 million
representing about 11% of total planned expenditaie been executed
while the plans that were yet to be executed wash@d forward to the
third National Development plan. Between 1975 a8801 a number of
port development projects including the Tin Carangl port built at a
cost of N193 million and commissioned in Octobe72%he Third
Apapa Wharf built at a cost of N80 million and comsimoned in April
1979, the Calabar new port which gulped N88 milliaand
commissioned in the same year, the New port of I8dpelt at a cost of
N49 million, as well as a Federal Ocean Terminaistacted at a cost
of N130 million and commissioned in November 1988revexecuted
amongst others. Moreover, a multipurpose new odeaminal to be
built at a cost of N305million was proposed. Thoetween 1975 and
1982, a total of about N679 million was spent ont pizvelopment of
the Federal Government of Nigeria.

In the Fourth National Development Plan (1981-85)otal of N961.52
million representing about 8.99% of the total NI)6.6 million
planned for the development of the transport sests allocated to sea
port development. It is remarkable that the masgivestment in port
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development was a fall-out of the increase tempeacoinomic activity
following the “out boom” that following the cessati of hostilities
during the civil war. The effort at reconstructiand rehabilitation of
war damaged facilities aided by oil boom reven@ssilting in increased
port traffic and hence port congestion. At the heigf the “cement
armada” in 1975, many ships had to wait to berthufoto 170-180 days
as against the internationally accepted 10 waitiags while up to 450
vessels were waiting to berth at the peak of thgestion at the Lagos
port. Huge demurrage costs were incurred owingeéacbngestion. Thus
the need to overcome these problems explains t@ girides at port
development in Nigeria with the resultant increasefacilities for
handling traffic at the various port complexes iigétia.

3.6.3 Maritime Services

Established under the National Shipping Policy BedNo. 10 of 1987
the National Maritime Authority (NMA) is charged thi the

responsibility for coordinating the implementati@i the National

Shipping policy which is focused at the promotiard aacquisition of
shipping technology and ensuring that Nigeriang fparticipate in the
carriage of sea-borne imports and exports. Theoaitighwould for this

purpose ensure that the Nigeria national carrteen( NNSL), exercise
fully Nigeria’s carrying right of at least 40% did freight in revenue
and volume of the nation’s total trade as containeithe 40:40:20 code
adopted by the United Conference on Trade and Dpuant

(UNCTAD) in 1984 which gives liner vessels of thenporting

developing countries an exclusive right to lift 4@¥all home-bound
cargo to and from Nigeria. Moreover, NMA was empoedeto grant
national carrier status to indigenous shippingdjmaonitor the activities
of vessel of companies granted such status as agelimonitor the
invisible earnings received from shipping servittewas also saddled
with the responsibility for allocating routes amongtional carriers as
well as oversees the collection of port chargesl982 the Authority
obtained an approval for the establishment of tlaiddal Maritime

Bank (Nig.) Ltd, the main objective of the bankrxgthe facilitation of
the development of the Maritime Industry. The inlamater service is
also in operative in Nigeria.

SELF ASSESMENT EXERCISE 5
What are the constraints to water transportatiddigeria?
4.0 CONCLUSION

The importance of the transport sector as a sesactor to other sector
of the economy is worth mentioning. At present, ithedes of transport
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in Nigeria include road, railways, air, inland watays/sea (coastal
shipping and shipping engaged in internationaleyad well as pipeline.
These modes of transport largely satisfy the fourcpal factors which
determine the effectiveness of any transport syssaety, convenience,
speed, and cost. The major problems of road denetapin Nigeria can
be traced to such factors as harsh and extrematatimonditions, long
distances and difficult terrains that make roadstmction an expensive
project. Aware of the vital contribution of the Ir&iansport system to
economic development, various governments have theeyear made
attempts to develop the Nigerian Railway Systenoubh the funds
granted to the NRC but all efforts have not yieltlesldesired result. The
Nigeria Airways rose from fledgling airline to adyant and promising
national carrier with 27 aircraft’s in its fleet #te end of the 1970s.
Instead of blossoming and progressing into matunitythe 1980s,
Nigeria Airways commenced a gradual but steadyimeah growth and
activities, in quantity and quality of its servicaed has since become
moribund until privatised. Water transport involveSeaport
Development, Shipping Activities, Maritime and Inthwater transport
and is cheaper as means of conveying goods interidig

5.0 SUMMARY

This unit outlined the significance of the trangpsector. It further
traced the historical development of transportationNigeria while
defining the various components and features oécéffe transport
system. In addition the history, feature, investmand problems of
various modes of transport: Road, Rail, Air and &/avere equally
discussed.

6.0 TUTOR-MARKED ASSIGNMENT

Discuss the strength and weaknesses of the fouornmapdes of
transportation in Nigeria.
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MODULE 2 INFRASTRUCTURE/SERVICE SECTOR 2

In module 1, you have been taken through speciiit éxtensive

discussion on general outlook of the infrastrudseerice sector as well
as three other subsectors under the infrastrucsa@br. | am sure you
have found them educative enough. The module igxizdustive of the
infrastructure/service sector; there are still mavthers yet to be
discussed. It is high time we move into three othmggortant subsectors
within the service sector.

In this module our attention shall be on generalook of the financial
subsector along with the policies and reforms dased with the
running of the sector. Similar discussion will als® made with respect
to the education and health subsectors.

This module is made up four units which are ofshene family. In the
first unit, an extensive discussion is made on #teicture and
composition of the financial subsector. The secomd featured a
critical review of the financial sector reform aitsl effect on the small
and medium scale industries. The third unit in tmisdule x-rays the
importance, structure and funding of the educatisnbsector while the
last unit is concerned with the health subsectodeuna similar
discussion with the educational subsector.

Unit 1 Finance Subsector

Unit 2 Financial Sector Reforms in Nigeria
Unit 3 Education Subsector

Unit 4 Health Subsectors

UNIT 1 FINANCE SUBSECTORS
CONTENTS

1.0 Introduction
2.0 Objectives
3.0 Main Content
3.1  Composition of the Nigerian Financial System
3.2  The Financial Institutions and Instruments
3.3 Performance of the Nigerian Financial Subsector
4.0 Conclusion
5.0 Summary
6.0 Tutor-Marked Assignment
7.0 References/Further Readings
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1.0 INTRODUCTION

This unit is the first unit in this module. You Wwiecall that we have
given a general overview of the performance ofitifi@structural sector
in the preceding module, we later discuss threerathibsectors under
the infrastructural sector namely; the communieatpublic utility and
transport subsector. In this unit we shall exantireefinancial subsector
which is vital in the provision of fund for the ming of other sectors of
the economy. We shall look at the composition ef financial system.
We shall also review the activities of the finahamsstitutions alongside
the financial instruments. Highlights of the gehgrarformance of the
financial sector will also form part of our discigsin this unit.

2.0 OBJECTIVES

By the end of this unit students should be able to:

1. Define concepts of finance and financial system

2. Identify the functions of various financial institon
Appraise the performance of financial sector intabaotion to
the GDP

3.0 MAIN CONTENT
3.1 Composition of the Nigerian Financial System

A financial system is a conglomerate of various kats, instruments,
operators and institutions that interact within ésonomy to provide
financial services such as resource mobilizatiaha&location, financial
intermediation and facilitation of foreign exchang@nsactions to
exchange foreign trade.

The Nigerian financial system consists of the Garirank of Nigeria
(CBN) as the apex regulatory authority, the Fedehalstry of Finance
(FMF) as adviser of the Federal Government onigsaf operations,
other minor regulatory agencies such as The Nigefiasurance
Supervisory Board (NISB) which regulates the atiégi of the
insurance companies and Security Exchange Commig¢SiaC) that is
charge with the regulation of the stock markets lalso made up of the
banking sector and the non-bank financial institugi (CBN, 1994). The
banking sector consists of the deposit money bgoé&smercial and
merchant banks), the specialised institutions (camty, peoples,
urban development and microfinance banks) and dpw&nt financial
institutions (development banks). The non-bankitumsbns include
finance companies, insurance houses, pension fumingtrators,
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discount houses and primary mortgage institutideigll§). Others are
the Nigerian stock exchange (NSE), stockbrokersragistrars.

The Nigerian monetary system is influenced by ttwetary policy of
government. In general, monetary policy refersh® tombination of
measures designed to regulate the value, supplycasidof money in
the economy in consonance with level of economiivia.

3.2 The Financial Institution

Financial institutions are institutions which sertlee purpose of
channeling funds from lenders to borrowers. Thelg money balance
of or borrow from individuals and other institut®mn order to make
loans or other investments. In other words, they a= financial
intermediary between those who have excess fundtlaoske who are
short of fund and therefore needs temporary firdn@ccommodation
(those in the deficit saving unit). Thus, they mduads from those in
surplus savings unit of the economy to those indifecit savings unit.
Financial institutions can be broadly classifietbitwo: bank and non-
bank financial institutions. Commercial, MerchamtdaDevelopment
banks are institutions in the banking sector wiillglding Societies,
Hire Purchase companies, Insurance companies, dheiiinds and
investment Trust are non-bank financial institusion

Fig 2.1.1 Relationship in the Nigerian Banking Seot

3.2.1 Banking Institutions

Central Bank of Nigeria (CBN)

l Fed Min. of Finance
l Central Bank of Nig.
' NDIC
1
l Banks
l Development Banks l Deposit Taking Banks
Pr——
l | l | l l l | Commer lMerchant
UDBN NBCI NIDB FMBN NACB Bg’fll( Banks
anks
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The CBN is the apex regulatory authority of the éfign financial
system, it was established in 1958. Its functiorduide ensuring and
fostering monetary stability in the economy, isguitegal tender
currency, maintaining the value of domestic curygenenhancing
mobilization of funds and facilitating competitiammong banks and
non-banks financial institutions within the systdtralso plays a pivotal
role in the country’s growth and development.

Commercial and Merchant Banks

The commercial banks in Nigeria are concerned widsource

mobilisation in short medium and long term basiseyl accept deposits,
grant loan advances and overdrafts to customeosjd® machineries
for money transfer, assist in import and exporvises and provides
foreign exchange to end users among others.

The merchant banks were established to serve tedsnef corporate
and institutional clients. Except for scale of giem, they have similar
functions with the commercial banks and are gowkrbg the same
regulations. The adoption of conventional bankiystesm in 2001 led to
the extinction of merchant banks and they beconmmsle banks with
the commercial banks.

3.2.2 Specialized institution in Nigeria

These include the defunct community banks ownegriwate agencies
and communities which have been currently transéarminto
microfinance banks, the defunct people’s bank déstadd in 1988 and
urban development bank established in 1992. Allheke banks were
made to serve interest of the people at the grassespecially those
that cannot meet up with stringent collateral desean by the
commercial banks.

3.2.3 Other Financial Institutions

Other financial Institution that play important eninediating roles in
Nigeria include:

1. Nigeria deposit Insurance Corporation (NDIC)- ebkshied in
1988 to provide deposit insurance and other rels¢edces

2. Insurance Companies- consists of life and non-iifeurance
providers which mobilize long term fund and act faemncial
intermediaries.

3. Discount houses- special non-bank financial institu
specializing in mobilizing of domestic resourcesotigh the
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provision of discounting/ rediscounting faciliti@s government
short term securities.

4. Finance Companies- these companies also providendial
intermediation in the economy. Their numbers haweces
decline.

5. The Nigerian Industrial development bank- estaklisin 1964
to provide credit and other facilities to indussriéor small,
medium and large-scale enterprise on concessideans.

6. Nigerian Bank for Commerce and industry (NBCI)-addished
in 1973, the primary objective of the bank is tovelep
indigenous enterprises through the granting ofdaansmall and
medium-scale enterprises.

7. The Nigerian Agricultural Cooperative Bank- estabéd in 1973
to finance agricultural projects and allied indiestr

8. The federal Mortgage Bank of Nigeria (FMBN)- esisiied in
1977 through taking over of assets and liabilibéshe Nigerian
Building Society. The bank provides banking and isaly
services and research activities pertaining to ingus

9. Primary Mortgage Institutions (PMIs)- established1989, this
institutions are concerned with property acquisitiand work
hand in hand with the Federal Mortgage Bank of N&ge
(FMBN).

10. Bureau de Change- in 1989, the Bureaile-Change was
authorised to act as dealers in the sport marketfdoeign
exchange especially for small users.

11. The National Economic Reconstruction Fund (NERFUND)
established in 1998 with the primary objective oifdbing the
gap in the provision of local or foreign funds tmal and
medium-scale enterprises.

12. National Provident Fund (NPF)- established in 194 a
compulsory pension scheme for non-pensionable pgelivants
and employees in the private sector. This metanosgxh into
the Nigerian Social insurance Trust Fund (NSITF).

Generally most of these institutions mentioned abtvave become
defunct, either through the declaration of the @mMnal banking
system or new policy of the government that invdl#t@nsformation of
some of them into new ones.

3.2.4 The Money Market

The money market is for shofterm debt instruments. The primary
objective is to raise short term funds for the defsector of the
economy from the surplus sector. The principal rastahis market is
the government in that it obtains funds from therket to bridge
budgetary gaps by trading in short term securdiesh as:
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- treasury bills;

- treasury certificate;

- call money;

- certificates of deposits;
- bankers unit fund and
- commercial papers

By the financial reform of 1987 coupled with thermmencement of the
open market operation, the scope of the money radnks been
expanded.

3.2.5 The Capital Market

The market is established to mobilise long termdgurfor social,
economic and industrial development. The markethmmgrouped into
three namely:

The Primary Market- this is a market for new issuwdéssecurities.
Securities traded in the market include offer falbscription, right
issues, debenture stocks, preference sharespstads and unit trust

The Secondary market- it consists of exchangesoardthe-counter
markets where securities are bought and sold Hfeeissuance in the
primary-market

The Unit Trust Scheme-this scheme is used for nsifg the financial
resources of small and big savers. The schemesatfier advantage of
low costs liquidity and high returns.

Security and Exchange Commission

The SEC was established in 1979 as the apex regulatgan of the
capital market. The commission is to ensure adeqpadtection of the
investing public.

Other functions are:

- The determination of the prices and the time cammgs security
were to be sold

- approving the amount of such securities

- registering all security dealers and maintaingagformity with
standards and professionalism

- authorising the establishment of unit trust
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3.3 Performance of the Nigerian Financial Subsector

The contribution of the financial sector to theatoGDP from 1960-

2008 is generally low (Table 2.1.1). It appreciatesin 1.7 percent in

1980 to about 5% in 1995. The subsector howevenesged another
decline in contribution to GDP from 2005 till 2080eraging 3.7% for

the period. As a proportion of service sector GD, contribution of

the finance and insurance subsector is substardiading from a mere
13% in 1985 to 42.1% in 1990. The contribution @oits peak (43.1%)

in 1995 before it began to decline from year 208&hpps because of
the reforms and clamp down on the banking sector.

Table 2.1.1: Contribution of the Financial Subsecto to Gross
Domestic Product 1960-2010 (Nmillion)

Sector/Subselc1960 1965 1970 1975 1980 1985
tor

Service 323.4 | 453.2 | 778.3| 4,418.3,748.1 19,005,
Cectar (GNDE 7
Total GDP 2,489.(0 3,146.8 4,219.0 27,172) 31,546, 201,036

0 R 2
Finance & 0.0 0.0 0.0 573.9 | 548.3 | 3,431.9

Insur. - - - 573.9 | 548.3 | 3,171.7
Financial - - - - - 260.1
Institutn.

Insurance

Fin&Ins. as g 0.0 0.0 0.0 13.0 11.6 18.1

% Service
cactar GDE
Fin&Ins. as g 0.0 0.0 0.0 2.1 1.7 1.7

% Total GDP

1990 | 1995 | 2000 | 2005| 2008 201d

Service 27,425, 32,492, 39, 8,5448, 113,165 140,372
Sectar GDE | A 2 21t | g ) 5
Total GDP 267,550281,407 329,178 561,931 672,202 775,52%

n 4 2 4 A 7
Finance & 11,642{14,008.| 17,136} 22,144] 25,594 27,672

Insur. 4 9 7 5 0 5
Financial 11,260/ 13,567.| 16,601} 21,430| 24,611} 26,496
Institutn. 0 8 8 3 8 8

Insurance 382.4 |441.2 | 535.0 | 714.2 | 982.3 | 1175.6

Fin&Ins. as gq 42.4 43.1 43.0 25.9 22.6 19.7

% Service
coctar GDFE

48



ECO 247 MODULE 2

Fin&Ins. as a 4.4 5.0 5.2 3.9 3.8 3.6
% Total GDP

Source: Central Bank of Nigeria, Statistical Bulletin, Geld Jubilee
Edition, 2008; NationalBureau of Statistics, Statistical Bulletin, 2010
compiled edition

Note that the GDP was compiled from 1960-1973 usif§2/1963
constant basic price, from 1974-1980 using 1977818dnstant basic
price and from 1981-2010 using 1990 constant harsie

SELF-ASSESMENT EXERCISE 1
Make a list of the ‘bank’ and ‘non-bank’ financiaktitutions inNigeria
4.0 CONCLUSION

This unit is an exposure of the activities of theahce and insurance
subsector of the service/infrastructure sectoheNigerian economy. It
began with the definition of the financial systemaconglomerate of
various markets, instruments, operators and iristits that interact
within an economy to provide financial services Fsuas resource
mobilisation and allocation, financial intermedaatiand facilitation of
foreign exchange transactions to exchange forergdet This was
followed by highlights of the functions of varioliank and non-bank
institutions in Nigeria, the performance of the teecwas equally
analysed in relation to contribution to GDP.

5.0 SUMMARY

This unit attempts a cursory look into the finahsiabsector under three
main headings.Ilt examines the composition of tmarfcial system,
followed by an analysis of various functions of kaand non-bank
financial institutions. The last section review® tbontribution of the
financial sector to national economy. You can nomecped to the
second unit to examine the financial sector refoimdNigeria as a
follow up to our discussion on the financial sectothis unit.

6.0 TUTOR-MARKED ASSIGNMENT

Conventional banking is more effective than spema banking
system, argue in favour or against
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UNIT 2 FINANCIAL SECTOR REFORMS IN NIGERIA
CONTENTS

1.0 Introduction
2.0 Objectives
3.0 Main Content
3.1  An Overview of Financial Sector reform in Niger
3.2 Financial Sector Reforms and the Growth of $raab
Medium Scale Enterprises (SMESs) In Nigeria
3.2.1 Background
3.2.2 Linkage between SMEs and the Financial
Institution Reform
4.0 Conclusion
5.0 Summary
6.0 Tutor-Marked Assignment
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1.0 INTRODUCTION

As earlier noted, the financial sector is vitathe development of other
sectors of the economy as it provides funds forstme@oth running of
these sectors. A discussion on the financial seetthrbe incomplete
without documenting the reforms that have takerceplan the sector
over the years. In fact the performance of the aseds largely
determined by these reforms that have taken plaee tome. This unit
is dedicated to a cursory look into this issue amust especially the
effect of the reforms on the industrial sector; Braad medium scale
enterprises.

2.0 OBJECTIVES

By the end of this unit you should be able to:

o Highlight some important reform intervention in tfieancial
sector
o Evaluate the effect of this reform on the growthsaofall and

medium scale industries.
3.1 An Overview of Financial Reform in Nigeria

The financial sector reform began with the estabfisnt of a second-
tier foreign exchange market (SFEM) in Septemb&61&s an auction-
based forum for the sale and purchase of foreiginange. Previously
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the sale of foreign exchange was rigidly controltecbugh the use of
import licenses and the exchange rate was fixedidly To restore
appropriate exchange rates and correct the ovemtrah of the
domestic currency, the authorities began the auct@les of foreign
exchange to licensed dealers. A first-tier markes wetained to take
care of transactions related to government delvicseg, contributions
to international organizations and transfers toean missions abroad.
The liberalisation of exchange rates was follomedL$87 by the full
deregulation of both deposit and loan rates. lrudgn1987, a partial
deregulation was attempted but by August, all rates become market
determined. Interest rate liberalisation was ainadenhancing the
ability of banks to charge market-based loan raad, hence guarantee
the efficient allocation of scarce resources. Siamdously, with the
interest rate deregulation, conditions for licegsinew banks were
relaxed. In response, the number of banks incredsedatically, from
40 in 1986 to 119 by the end of 1991. A comparahtgease in the
number of Non-Bank Financial Institutions (NBFI$3@occurred. The
two foreign exchange markets were also unified 9871 with the
establishment of a single foreign exchange mafkgM). In 1988, the
government permitted the establishment of privateifjin exchange
bureaus. This step intended to provide a mechafismbsorbing some
of the demand pressures for foreign exchange asd & accord
recognition to small dealers in foreign exchangee Bureau de change
was to be operated by private entrepreneurs, prayitfee access to
foreign exchange by small dealers in an informahmea. During the
same year, efforts were made to give banks expapdeckrs in the
range of assets and liabilities they could acquBemks were permitted
to hold stock in non-financial enterprises and hgage in insurance
brokerage. The intent was to invigorate the systgmencouraging
serious competition among financial institutionsnother significant
step was taken in 1988 with the establishment efNigerian Deposit
Insurance Corporation (NDIC), charged with the oesibility of
inducing bank deposits by promoting public confickemn the safety of
the banking system and protecting depositors’ @t With this
development, it was expected that financial stigbilwould be
maintained while progress was made with the otepeets of financial
sector reforms.

In 1989 bank powers expanded further as permisgamsgranted to pay
interest on deposits. At the same time, effortsabeilp mop up excess
liquidity in the system. The cash reserve requir@meas raised and the
practice whereby banks granted domestic loans en stcurity of
foreign exchange deposits held abroad or in domigilaccounts with
domestic banks was prohibited. A directive thatfalderal and state
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government ministries, departments and parastati@asfer their
deposits from commercial and merchant banks t&C#mral Bank head
office or its branches in the state capitals comgleted the measure.
Further, in preparation for the eventual removadioéct credit controls,
the auctioning of treasury bills was commenced. inBguments began
to carry market-based yields as a way of makingnteeful for open-
market operations (OMO) later in the liberalisatipnogramme.To
further strengthen the banking system against esé®n shocks, the
capital funds adequacy ratio was reviewed. Bankeeweandated to
maintain a ratio of not less than 1:10 betweensadfiicapital funds and
total loans and advances, as against the prevatiosaf 1:12. All banks
were also directed to adopt a uniform reportinglbiinter-bank flows
(money-at-call, term deposits, etc., commercialgpgpand loans and
advances) in order to ensure proper monitoringawikbactivities. The
year 1990 witnessed a series of measures designstlengthen bank
regulation and supervision in response to the ragigansion of
financial institutions and the perceived highek ié bank failure. First,
the Central Bank began to enforce a risk-weightexhsure of bank
capital adequacy. Risk weighting is only in respafcperceived credit
risk in each category of asset including off batastieet items. The
structure of weights is essentially based on valdgements on the
relative riskiness of asset categories in broachgein this regard, five
broad risk weights were specified: 0%, 10%, 2098%%nhd 100%. All
banks were directed to maintain capital funds esslthan 7.26% of
total risk-weighted assets. Further, at least 50% lmank’s capital must
be in the form of core (primary) capital—paid-upemuity capital and
disclosed reserves, i.e., shareholder's fund. Equodpital for this
purpose is defined as issued and fully paid orgirsdrares and non-
cumulative perpetual preferred stock. The requped-up capital for
commercial banks was increased from N20 milliotN&D million, and
that for merchant banks went up from N12 million NgdO million.
Beginning in January 1992, banks were expecteddiatain the ratio of
capital to total risk-weighted assets at a mininafr6%.

Also in 1990, the CBN issued prudential guidelif@slicensed banks to
enhance the quality of their risk assets and thendiwess of their
operations. Among others, the guidelines requitebahks to make
adequate provisions for perceived losses basediolp classification
so as to reflect their true financial positionse&fic provisions were to
be made for non-performing credit identified asssabdard, doubtful or
lost. Banks are also to cease accruing interestoorperforming credit
facilities, while interest accrued on such accoutisuld not be counted
as income. In order to detect early any deterionatn the quality of
credit portfolio, banks are also under the guidsimandated to review
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such credit portfolio on a continual basis (Ojo93p In addition, a
uniform accounting standard for banks was introdut® ensure the
accuracy, reliability and comparability of theindincial statements. The
new accounting framework defined and standardizethaoas of treating
credit risks, syndicated loans, non-performing foamnd off balance
sheet items. A major aim of the new accountingddash was to ease the
task of regulators in assessing the financial damdpf banks in the face
of increasing risks within the sector. Efforts talslize the economy
took a new turn in 1990 as well, following the oduction of
stabilization securities. These are non-negotiad non-transferable
debt instruments of the Central Bank that banks rasndated to
purchase at intervals in order to control their esec reserves. The
securities carry yields slightly higher than theedsury bill rate and
quickly became the Central Bank’'s principal weapain monetary
control. There arose widespread concern in 1991iitabe health of the
financial system. Many argued that the ongoing rébeation
programme had increased systemic risk to alarmieggels. The
authorities responded with some regulatory meastiiest an embargo
was placed on further licensing of both commeraral merchant banks
to prevent the banking industry from expanding Imelythe authorities’
regulatory capabilities. Two new decrees, the CB&tree, No. 24 of
1991 and the Banks and Other Financial InstitutiDesree (BOFID),
No. 25 of 1991, which repealed the CBN Act 1958 dasended) and
the Banking Decree 1969 (as amended), respectivedyne into
existence. The new CBN Decree enlarged the powetheoCentral
Bank with regard to the maintenance of monetarilgtaand a sound
financial system. To curtail the persistent exdegsdity in the system,
the decree substantially reduced the size of tharasks that the CBN
may grant to the federal government in any one.yB@rID, on the
other hand, concentrated on regulations that caomgie the
development of the financial sector in a deregdlaggime. Some high
points in the decree are the centralization of filmections of bank
licensing, regulation and supervision in the CBNgv@ance for changes
to be made to the decree without recourse to nesléion; and
strengthening the regulatory powers of the CBN nmeigg keeping of
proper books of accounts by financial institutioie decree also
provided for the control of distressed banks anddwig-up of failed
institutions; enlargement of the duties and resjoditees of directors
and external auditors of banks; and regulation rof Binancial sector
operators in the informal sector whose activitiguence the economy
in a significant way.

Attempts at restructuring distressed banks alsonoemced later during
the year; eight technically insolvent banks wernidied between 1990
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and 1991. To safeguard their assets, some holdingna were imposed
on them while the management of one of the banks taleen over by
the CBN in January 1992. Another set of five bawks taken over by
the CBN in 1993 following from the same factors.Mting complaints
about the high level of loan interest rates ledh® re-imposition of
interest rate controls in 1991. A ceiling of 21%swaaced on lending
rates and a floor of 13.5% for deposit rates. Tlimum permissible
spread between deposit and loan rates was fixefduat percentage
points. As a way of controlling the excess liqudit the system, credit
ceilings were redefined to include call money aedificates of deposit.
In 1992, all interest rates were again deregulatedl the Central Bank
announced its desire to focus only on maintainingyingen spread
between lending and deposit rates. This marginfixad at 5 percentage
points.

The privatisation of government owned banks begarl992, with

government equity interest in seven banks offered dale. The
withdrawal of government interest was intended &xilitate the
autonomy of bank’s management, thereby improviniiciehcy and

encouraging innovation. Previously, political irfégence from the
government had obstructed the efficient performarafe these
institutions, causing them to fare worse than thwivately owned
counterparts. To complete the deregulation of thancial markets, all
controls on the capital market were removed in Demer 1992.
Importantly, the pricing of new issues in the marikas now to be
carried out by the various issuing houses, instdatie Securities and
Exchange Commission (SEC). Also, an over-the-cauntarket was
allowed to operate freely within the normal rulesvgrning such
markets. The foreign exchange market was completegrhauled in
March 1992, with a major attempt made to transftmm market from
an auction-based one to a full inter-bank markeeeWy auctions of
foreign exchange were abolished and banks wereiftedrtio obtain

foreign exchange from any available source. Thetr@e®ank itself

became an active participant, free to buy andfse#lign exchange at
market determined rates. These arrangements fumectiountil

December 1992, when they were suspended followilegations of

malpractice leveled against many banks. With thereasing

ineffectiveness of direct credit controls, all dtedeilings were
dismantled in December 1992. The deregulation eflicr however,
applied only to banks that met the Central Bankitega relating to
capital adequacy, asset quality, managerial compete adequate
earnings and liquidity levels. Thus, credit ceiBngere enforced only
for those banks classified as distressed by thér@ddank.
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In June 1993, open market operations (OMO) wen®diniced. Under
the scheme, OMO was to be conducted exclusivelgutir licensed

discount houses, which are supposed to constitepen market for
government securities. The principal instrument@10 was treasury
bills, with auctions taking place once a week. Basitbmit open bids to
discount houses, which in turn make bids to thet@érBank. The

process ends when discount houses allot treaslisy tbi successful

dealers. The introduction of OMO was meant to replhe use of direct
controls for managing liquidity in the economy. 2001, universal

banking was introduced to expand operational enwrents of banks;
the apex bank was given full autonomy in termsugfesvision of other

financial institution in addition to licensing, nélgting and supervision
of deposit money banks. Activities on improving tmealthiness of the
banking sector continued in the 2000s as bankdatdy@se were raised
to N25billion leading to merger of banks and exiimt of quite others.

The monitoring of the apex bank has led to dedlamaif distress banks
in 2010 and appropriate measures and sanctions takea to correct
the anomalies. The Financial sector in recent ykasswitnessed a lot
of reformation but more importantly the emphasisnscashless policy
and financial stability.

SELF -ASSESMENT EXERCISE 1
Highlight the policy reforms in the financial sectcom 1990 till date

3.2  Sector Reforms and the Growth of Small and Medm Scale
Enterprises (SMESs) In Nigeria

3.2.1 Background

The financial systems play a fundamental role ie tirowth and

development of nations. The effectiveness and ieffay in

performance of these roles depends on the levdeweélopment of the
financial system, and also on the intermediatiomvben the surplus and
the deficit units of the economy. Financial secteforms are the
changes that are needed in order to establish @mmdithancial system
capable of acting as a catalyst in allocating t@emy’s savings in the
most productive way among competing investmentetait! It is to

ensure its soundness that had made the finanatdrs® be the most
regulated and controlled sector of most economit@sancial sector
reforms began in Nigeria with the deregulationraérest rates in 1987.
Since then, far reaching policy measures had be#mated and

implemented, amongst these measures includes ilncenos new banks,
the capital market reforms, and the direct to mclirmonetary controls
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have been undertaken. Globally, size had becomeingyortant
ingredient for success, and the banking sectorneaseft out. The last
few years have witnessed the creation of new bamiaigh mergers
and acquisitions, which were intended to help nimbildomestic
savings, deepen and broaden intermediation, impm@ieration of
resources and help mobilize foreign investments.

Small and Medium scale Enterprises are assumec ttindd engine of
growth of most economies. For both developing amdebbped countries,
SME’s plays important roles in the process of itdaksation and
economic growth. Apart from increasing the per tapncome and
output, SME’'s create employment opportunities; ecbha
regional/sectoral economic balance through indalstlispersal and the
promotion of resource utilisation. SME contribuséd®ut 40 to 60 percent
of non-agricultural gross domestic product (GDRJ 40 to 80 percent of
employment in Asia, Africa and in the Pacific caigg. In the western
industrial countries, SME shares of total employnstands at more than
70 percent in the United Kingdom and United StabésAmerica
(http:www.Indiversity.com globalization and smallnda medium
enterprise) From empirical result especially in eleping countries,
SMEs constitute the most viable and veritable \eHior self-sustaining
industrial development. It possesses enormous gépaio grow an
indigenous enterprise culture more than any ottrategly. Two strands
of recent literature in development economics andnte are relevant.
The first strand has generated a large body of meapevidence which
shows that financial sector reform can make a fsogmt contribution to
economic growth (Levine and Demirguc-Kunt, 2001, riédoBank,
2001a, Green et al, 2005). However, the exact aaitithe relationships
among financial sector reform and the growth oflsarad medium scale
enterprises is less well understood (Green andpiiirick, 2002; DFID,
2004). The second strand has investigated theofadenall and medium
enterprises SMEs development in contributing toepiyvreduction and
the general achievement of Millennium Developmeoals (MDGSs); see
Snodgrass and Biggs (1996); DFID (2000); and Beck.e2005). For
instance it has been argued that a dynamic andiggod8ME sector can
contribute to the achievement of a wide range ofeltgment
objectives, including: the attainment of incometrdisition and poverty
reduction (DFID, 2000); creation of employment (izds 1994,1999),
provision of the seedbed of industrialisation (Graad Somolekae,
1996, World Bank, 2004); savings mobilization (Bestkal, 2005); and
production of goods and services that meet theclees#ds of the people
(Cook and Nixson, 2005).
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In Nigeria, research efforts in the area of finahsector reforms and its
impact on SMEs are minimal, when compared to ttertsfinto the
other components of the programme such as tradealibation and
exchange rate reforms. Even where research isad@ilthe emphasis
has tended to be placed on the institutional aspefcthe programme
(Ikhide and Alawode, 1994, 2001; Ojo, 1993, and ikmyand
Adekanye, 1992) and the banking subsector (SobondwA&iode, 1996
and Ikhide 1996).Despite these important roles gidapy SMEs, its
development is everywhere constrained by inadeduatting and poor
management. Unfavorable macroeconomic environmastafiso been
identified as one of the major constraints whichstmames encourage
financial institutions to be risk-averse in fundisgall and medium
enterprises. The reluctance on the part of finanogitutions to fund
SMEs can be explained by the insufficient capit@aé of banks and
information asymmetry that often exists between SM#ad lending
institutions (Nnanna 2001). The purpose here sxygore the interface
between these two areas of development economycexdamining the
ways in which financial sector reforms might camdite to the growth of
small and medium enterprises in Nigeria.

3.2.2 Linkage between SMEs and the Financial Instition

Attempts to link crises in the SMEs to financiac®e reforms have

been met with a number of controversies. It isegedsy to enumerate
reform measures and instances of crises in thesrsysbut a lot of

caution is required here in establishing causal@yndararajan and
Balino (1991) identified several ways by which ficgal reforms could

increase the fragility of both financial and nonafncial firms. These
include:

a. The relaxed freedom of entry into the financial tsecand
freedom to bid for funds through interest rates amelv
instruments, which could lead to excessive risknigk

b. Changes in the institutional structure of the bagksystem that
emerge during reforms, which could lead to conediain of
power in banking, and interlocking ownership anchdiag
patterns.

C. Excessive increases in interest rates arising barp increases
in credit demand because of high business expecatand

unsound liability structuresdistress borrowing results and end
result is financial crisis.

d. Inadequacy of instruments of monetary control seisitivity to
the need for the control of interest rates duriagedulation.
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e. Instability in the credit markets during deregudati arising from
inelastic demand for credit or credit rationing.

f. Excessive reliance on economic rather than prualenti
regulations, which should focus on bank solvenay eredit risk.

g. Mismatch of investmentsthe deregulation of interest rates could

affect financial institutions that have a large esyre to long-
term assets funded by short-term liabilities, whaarry fixed
interest rates (Ikhide and Alawode 2001).

There is no doubt that the prior existence of astalsle macroeconomic
environment and weaknesses in the industrial paald have existed
prior to the operation of these channels duringrra$, but the manner
of the implementation of the reform may facilitébe occurrence of any
of the listed events, leading to industrial crisi$ie significance of
finance in the drive for economic growth is faikell established and
generally accepted. Nnanna (2001) observed thattdake-off and
efficient performance of any industrial enterpribe,it small or large ,
will require the provision of funds for its capitadtion, working capital
and rehabilitation needs as well as for the creadibnew investments.
Apart from the entrepreneur, funds are requiredbring together the
other factors of production together before proaunctan take place.
Provision of funds to the industrial sector, padicly, for the SMEs
has been of critical interest to policy makers othbthe private and
public sectors. The role of finance has been vieaged critical element
for the development of small and medium-sized eniges. Previous
studies have highlighted the limited access to nional resources
available to smaller enterprises compared to larganizations and the
consequences for their growth and development (Le¥993).
Typically, smaller enterprises face higher transast cost than large
enterprises in obtaining credit (Saito and Villelaie 1981). Poor
management and accounting practices have hampbesdhlility of
small enterprises to raise finance. Informatiomasetries with lending
to small-scale borrowers have restricted the fldWirance to smaller
enterprises.

Stiglitz and Weis (1981) observed that small andlioma scale firms
with opportunities to invest in positive net presg@mojects may be
blocked from doing so because of adverse seleetimh moral hazard
problems. Adverse selection problems arise wheanpial providers of
external finance cannot readily verify whether tineis have access to
quality projects. Moral hazard problems are assediawith the
possibility of SMEs diverting funds made availalte them to fund
alternative projects or develop the propensityak@texcessive risk due to
some pervasive incentive structure in the systeteelSand Webster
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(1992) observed that high transaction cost, rigso@ated with small
loans, lack of collateral and a historical orieioiat towards larger
enterprises continue to restrict small scale ernsap access to formal
credit. The manufacturing sector is acknowledged htve huge

potentials for employment generation and wealthatope in any

economy, yet in Nigeria, the sector has stagnatdd-@mains relatively
small in terms of its contribution to gross domesgtioduct (GDP) or to
gainful employment. To worsen the situation, SM&s\igeria do not

have access to public capital markets; they nayudsEpend on banks
for funding. Dependence on banks makes them mdresable for the

simple reason that shocks in the banking systemheae significant

impact on the supply of credit to SMEs. Thus, SMfs subject to
funding problems in normal times and these problamsexacerbated
during periods of financial instability.

Berger and Udell (2001), notes that shocks to tomemic environment
in which both banks and SMEs exist can signifigardiffect the

willingness and capability of banks to lend to dnaad medium scale
enterprises. These shocks according to them convariety of forms

such as technological innovation, regulatory regahit in competitive

conditions and changes in the macroeconomic envieoit. However,

financial institutions respond to these shocks mumber of ways, one
way is to develop stringent lending rules that ovdy avail them of full

information about the firm and the owner, but asalso ensure that
their investment in such firms are guaranteed ith bioe short and long
term. They further noted that while the importarafethe industrial

sector in modern economies is universally acceptiee, developing

countries have since the 1970s shown greater sitereéhe promotion
of the growth of small and medium scale enterpriSBESs for three

main reasons:

a. The failure of past industrial policies, which wexrchored on
the establishment of large firms to generate ieffic self-
sustaining growth.

b. Increased emphasis on self-reliant approach tologwvent, and

C. The greater attention paid to aspect of developro&mtr than
investment and output.

He also argued, that other elements of growth wBielEs contribute to
include: more economic use of resources; more gmpat creation
per unit of capital investment; mobilization of destic savings for
investments; development of domestic entreprengyrspersonnel
development; greater utilization of local resourcesd more equitable
income distribution.
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Obitayo(2001) stated that SMEs are noted for themmense
contributions to development processes and as nigees of growth.
They are promoted as a critical segment of the fiaatwring sub-sector
as an effective strategy for tacking unemploymetersifying output
and achieving trade and balance of payment. Heedrgjuat successive
Nigerian government had recognized the strategmomance of SMEs
that subsidies and other support services had pemnded to SMEs
since independence. The growing concern about ulogmpnt among
the youth especially graduates of tertiary insong and diminishing
growth potentials in the economy have further drameneased attention
to the need to ensure the survival and growth oESMUdechukwu
(2007) argued that a major gap in Nigeria’'s indastdevelopment
process has been the absence of a strong andsmad and medium
enterprises sub-sector. He noted that the littypss recorded from
the efforts of the first generation of indigenouslustrialists were
almost wiped out by the massive dislocations andurratic
devaluation which took place under the structurajustment
programme(SAP). He stated that the policies of S#d¢’rooted in the
neoclassical theory of perfect competitive market®se assumptions
do not adequately reflect the constraints on SMEghe developing
countries. So much has been written on the posddéxéors that
determine economic growth in any country. Tradiéibgrowth theory
looks at capital accumulation as the most imporfantor in growth
process, hence countries with high level of camtadumulation tend
to have high rate of growth (Solow and Swen, 19&@®)pirical studies
have actually shown the cardinal importance of tehpn economic
growth. In a study covering 119 countries, Levimal &enalt (1992)
found the relationship between growth and investnenbe very
positive. There is widespread evidence that theeldgvnent of
financial market sectors and institutions play aical role in
economic growth and development.

Recent concerns about the growth and efficiencySMEs have
become prominent (Mazunder, 1997). Piere and Séi#84) have
argued that small enterprises are more efficierdabge they have
adopted a flexible specialization approach and hprkavided the
backward and forward linkages which an economy seked self-

dependence and sustenance. In the utilizationaafl leesources; small
and medium scale industries are known for theirativégy in the

utilization of local raw materials that do not ragu high level

technology process. They produce intermediate arad €onsumption
goods needed by larger enterprises and the ecomsngy whole, the
symbiotic relationship is so developed that thet@scextensively
depend on each other for survival. Most economé&e ransited from
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household artisan industries over time to the modedustrial set-up
which has witnessed phenomenal upgrading in skatlachinery and
equipment, and management practices. Historicadesne indicates
that most of today’s giant corporations began ay wamall firms.

These include: Guinness of Dublin and Philips iméional of the

Netherlands, as well as Sony and Honda of Japarvel®gng

countries can learn from the experiences of thesetgand create a
conducive environment that can enable SMEs to adiported

technologies, modernize their process and grow ecoilme large
corporations.

Empirical Analysis

Table 2.2.1 below shows the two results for theaatpof financial
sector reforms on output performance of SMEs (loisegression and
ordinary least estimation). In model 1, the resuftdicate that the
coefficient of credit facilities, equity loans, hess age and type of
business organization are positive and statisyicsignificant, which
suggests that financial sector reform, businessaagetype of business
organization have a direct effect on output perfomoe of SMEs in
Nigeria. Specifically, a unit change in type of imess organization and
credit facilities will have about 8 percent anddygent effect on output
performance of the SMEs. These results also sugigaisbusiness asset
do not have any comparative advantage on outpubrpasince of
SMEs.

In model 2, the estimation suggests that 67 peraeahanges in output
performance of SMEs were explained by comparattheaatages and
disadvantages of financial sector reform, firm elcteristics and firm
ownership. With respect to output performance, éeémates suggest
that firm characteristics particularly businessegssrigin of business
and ownership of business are less likely to semge the main
determinant of output performance of SMEs. For edama unit
percentage change in business asset would havevarseé impact of
about 2.9 percent of output performance of SMEssoAla unit
percentage change in origin of business and owipedashbusiness lead
to about 0.5 and 0.3 percent respectively on oupmrformance of
SMEs. Additionally, the results indicate that adgebasiness, type of
business and reforms (credit facilities and eqglagns) have significant
impact on output performance of SMEs. A one pelgmtincrease in
age of business and type of business will leacdbtu35.4 percent and
21.8 percent increase in output performance of SNHtsncial sector
reforms will have 11.1 percent and 3.8 percentctlinmpact on output
performance of SMEs. This provides evidence tof#loe that financial
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sector reforms, firm characteristics, firm ownepshind credit facility

have a significant impact on output performanc8MEs. Evidence also
tends to suggest that financial sector reforms tendxhibit multiple

banking relationships with SMEs

SELF -ASSESMENT EXERCISE 2

Do the financial reforms in Nigeria have positivelanegative effect on
the financial sector?

Table 2.2.1: Effect of Financial Sector Reform on @tput Performance of SMEs

Variable Model 1(Count) Model 2 (OLS)
Constant term 0.203 (1.65)* 0.979 (4.11) **

Firm Characteristics

Business Assets - 0.012 (- 0.80) -0.029 (- 0.95)
Age of Business 0.173 (5.92) ** 0.354 (6.50) **
Type of Business 0.088 (2.92)* 0.218 (2.88) *

Organization

Location of Business 0.0008 (0.037) 0.17 (0.21)
Origin of Business 0.003 (0.009) 0.005 (0.30)
Firm Ownership

Ownership of Business 0.002 (0.011) 0.003 (0.14)

Financial Sectol
Reform

Credit facilities 0.056 (2.15) * 0.111 (2.22) *
Equity loan 0.019 (2.10) * 0. 038 (2.10) *
R2

- 0.62
R-2

- 0.67

Pseudo R2 0.028 -
DW 1.81
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4.0 CONCLUSION

The reforms in the Nigerian Financial Sector hasaegythrough series
of stages thus: Two foreign exchange markets askedl in

1986;Interest rate controls completely removed, kBditensing

liberalized, Foreign exchange markets unified i87.9n 1988, Foreign
exchange bureaus established, Bank portfolio obisins relaxed,

Nigerian Deposit Insurance Corporation establishédso, Banks

permitted to pay interest on demand deposits, Aaoctnharkets for

government securities introduced, Capital adeques&ydards reviewed
upward and Extension of credit based on foreignharge deposits
banned in 1989. By 1990, Risk-weighted capital ¢aad introduced
and banks’ required paid-up capital increased, asmf accounting

standards introduced for banks, Stabilization ggesrto mop up excess
liquidity introduced. Also in 1991, Bank licensimgnbargoed, Central
Bank empowered to regulate and supervise all fii@hnostitutions,

Interest rates re-administered while in 1992, kdéerrate controls
removed once again, Privatization of governmentexvbanks begun
again, Capital market deregulation commenced, Boreexchange
market reorganized, Credit controls dismantled.thfgarmore in 1993,
indirect monetary instruments introduced, five barigken over for
restructuring and in 1994, interest and exchange ntrols re-

imposed. Recapitalisation of the banking sectorgers and acquisition
dominated the banking reforms from 2000 while cashlpolicy pursuit
is currently the order of the day. The effect &gt reforms on the small
and medium scale enterprises is fervently mixedh Wwath positive and
negative sides.

5.0 SUMMARY

This unit is a continuation of the last unit. Instlunit, we reviewed the
reforms in the financial sector from 1987, durihg advent of SAP till
present time. Furthermore, issue relating to thecefof these reforms
on the industrial sector of small and medium saalerprises was
equally explained with theoretical and empiricahlgsis. This brings us
to the end of our discussion on the financial sotmseleaving us to
proceed to the remaining two subsectors under ¢hndce sector, the
education and the health sector.

6.0 TUTOR-MARKED ASSIGNMENT

Discuss the significance, the procedure and liketgllenges of the
newly introduced cashless policy in Nigeria
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1.0 INTRODUCTION

This unit is the second unit in this module. That wontinues our
discussion on the infrastructural sectors of Neyereconomy. In this
unit we shall discuss the Education subsectorsc&ehn is central to
the development of any economy because of the hucagmital it

provides for the management of material resourddsre,some
conceptual definitions of education will be unvdilgrou will also be
opportune to learn the composition, structure auoddihg of the

education subsector. You will also review the dbution of the sector
to National Income. Lastly, the issue of deterioigiteducation system
is raised and some remedies suggested.

2.0 OBJECTIVES

By the end of this unit students should be able to:

1. Define concept and significance of education

2. Describe the structure of the Nigerian educatieyatem
3 Asses the funding of the education in Nigeria

Appraise the performance of the education subsectothe
Nigerian economy
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3.0 MAIN CONTENT
3.1  Concept and Significance of Education

In its broadest meaning, education is any procegswhich an

individual gains knowledge or insight or developitatles and skills.

In the strict sense it is a process to attain d@acation through which
the individual is helped to attain the developmeinthe potentialities,

and their maximum activation when necessary acogrdlo the right

reason and to achieve his perfect self- fulfillmehtis the human

resources of any nation rather than its physicaitahand material

resources, which ultimately determine the chara@ed pace of
economic development. Human resources constitetelltimate basis
for the wealth of a nation, capital and naturaloteses are passive
factors of production; human beings are the actagents who

accumulate capital, exploit natural resources, dsicial, economic
and political organization and carry forward naibdevelopment. A
country which is unable to develop the skill andowitedge of its

citizen and to utilize them in its national economill be unable to

develop anything else. It is the formal educatigstem that is the
major institutional mechanism for developing sualmian skills and

knowledge.

Improving and widening access to education, esfigdiasic education
has been an objective of education policy in dguMabp countries over
the past few decades. This reflects the broad retog that education
contributes to development. Basic education isnoftensidered a right
which nations have a responsibility to guaranteghegeneration. The
evidence is overwhelming that education raisesaiality of life; it
improves health and productivity in market and masrket work;
increases individual access to paid employment @fteh facilitates
social and political participation.

3.2  The structure of the Nigerian Educational Systa

Nigeria’s formal education system is made up ofmainy education,
secondary education and tertiary education. Thegm education is
the first component of basic education, the otlmnmonent being the
junior secondary schools. Basic education is oftensidered a right
which nations have a responsibility to guaranteshegeneration. This
partly explains the adoption of the former UnivéRBamary Education
(UPE) in 1976 and currently the universal basic cation. The

enrolment into basic education has witnessed phenahgrowth over
the years with the male in majority as comparethéfemale. Initially,
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basic education is for 6-11years and runs for &geof 6years. The
primary schools is the first level of the previgusidopted of 6-3-3-4
system of education. The participation of the gevsector is highest at
this level even though the government still fundsl ananages a
sizeable number of primary schools.

The Nigerian Secondary education is for 12-18yel&tsWe have many
of the secondary schools being owned by the fedanal the state
government and others under private ownership. asethe 6-3-3-4
system of education, the secondary school is of lavels; the Junior
Secondary School and the Senior Secondary Schoblfeaa period of
3years. The Junior Secondary School curriculumoit Iprevocational
and academic while the Senior Secondary Schoobhhasmprehensive
curriculum that prepares the child for higher ediwoca Presently, the
adoption of universal basic education have chantpededucational
system to 9-3-4 in which case the primary and Juidecondary
education is combined to make a compulsory ninersydaasic
education. Similarly in the secondary schools naleolment usually
dominates female enrolment.

The Nigerian tertiary of higher education systemers the Colleges of
education, Colleges of Agriculture, Polytechnics,oll€yes of

Technology and specialized or conventional Unitesi Higher

education in Nigeria is aimed at providing speeedi manpower as
well as nation building, promotion of the economaiied social well-

being of the nation, self-reliance and self-suéfi@y. The goals of the
colleges of education are to produce highly mo#gatconscientious
and efficient classroom teachers for the primargt pmior secondary
levels of the education system. The polytechniagthe objectives of
production of high level and middle level manpowchnicians and
technologists as appropriate in areas necessary afpicultural,

industrial, commercial and economic development.ti@nother hand,
the university education has the goals of developgnad high level

manpower to meet the diverse needs of economiclafmvent. They

carry out the function of teaching, research, esitemor dissemination
of existing and the new information and service dommunity.

Currently there are about 109 universities in Negeronsisting of
Federal, State and Private Universities.

3.3  Educational Funding in Nigeria

Recurrent expenditure on education rose absolttahy N3.2million in
1970 to N2,426.4 million in 1995. It was a mere 504 of total
expenditure in 1970 reaching 12.29% in 1995. Thaagars of primary

71



ECO 247 NIGERIAN ECONOMY IN PERSPECTIVE 2

secondary and secondary institutions in Nigeriaiareonsensus that
these institutions are grossly underfunded. Evidsrmaxist on the degree
of dilapidation that characterize the primary aretamdary schools
buildings in the country and the irregular paymehteachers’ salaries
and allowances that necessities strikes, the ldakeoessary teaching
and learning materials at all levels of the edwceti system, poor
working condition of all teachers among other irdicln a bid to reverse
this trend the educational trade union (ASUU, SSANNASU and
NAAT succeeded in forcing the government to signagmeement in
2009 on allocation of minimum of 26% to educatiarNigeria but this
has not materialized since then, the allocationsisally less than 15%.
The situation is further worsened by the mismanagenof fund and
lack of accountability.

3.4 Performance of the Education Sector

The educational subsector over the years has bated minimally to

the overall GDP as well as the specific GDP ofdberice sector (Table
2.3.1). The contribution to GDP ranges from 2.6%4960 to 3.1% in

1965 and 3.2 % by 1970. The performance of the adual sector
from 1985 was extremely low in terms of contributitmo GDP; in fact

the contribution was stagnant at 0.2% of the t@&BIP from 1990 to
2010. The contribution of the educational sectoa@é of the service
sector contribution was not anything differentwiis at very low ebb,
declining from 2.1% in 1990 to a meager 1.1% by@0mhis is simply

because the educational sector is mainly in theddaof the public

sector and it is highly subsidized with a non-grafiaking orientation.

There is little contribution from the private sectthough a growth in
this direction is being witnessed in recent times.

Table 2.3.1: Contribution of the Education Sector ¢ Gross
Domestic Product 1960-2010 (N million)

Sector/Subsector 1960 1965 1970 1975 1980 1985

Service  Sectg 323.4 453.2 778.3 4,418.3 4,748|]1 19,005.7
GDP
Total GDP 2,489.0 | 3,146.8| 4,219.0 27,172.81,546.§ 201,036
3

Producer ol 156.6 216.4 500.2 1,581.0 1,678{7 2,888.7

Service
1. Public

79.€ 96.¢ 327.¢ 1581.0: | 1678. 2,247.}
2. Education

64.2 97.C 133.] 508.]
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3. Health

12.6 22.6 39.5 133.1
Educ. as 19.9 21.4 17.1 - - 2.7
Service secto
GDP
Educ. as 2.6 3.1 3.2 - - 0.3
Total GDP

1990 1995 2000 2005 2008 2010

Senice  Secto| 27,425.69 32,492.3 39, 881.5 8,5448.5 113,165] 140372.6

GDP 8
Total GDP 267,550] 281,407] 329,178] 561,931] 672,202] 775525.1
0 4 2 4 6

Producer ol 3,197.2 | 3,467.0| 3,814.1 5,294]1 6,290.2 7,03B.7
Service
1. Public

2,487.F | 2,697.« | 2,967.« | 4,105.¢ | 4,678.0 | 5,091.;

2.  Education
562.4 609.8 670.9 964.5 1,311]1 1,583.4

3. Health

147.3 159.8 175.8 224.0 300.9 364.1
Educ. as 2.1 1.9 1.7 1.1 1.2 1.1
Service secto
GDP
Educ. as 0.2 0.2 0.2 0.2 0.2 0.2
Total GDP

Source: Central Bank of Nigeria, Statistical Bulletin, Geld Jubilee
Edition, 2008

Note that the GDP was compiled from 1960-1973 usif§2/1963
constant basic price, from 1974-1980 using 19778183dnstant basic
price and from 1981-2010 using 1990 constant harse

SELF-ASSESMENT EXERCISE 2

Will you agree with the statement that ‘educatisnniot adequately
funded in Nigeria'?

3.5 Nigeria’'s deteriorating educational sector raiss; Remedy

The declining state of Nigeria's educational sectehich is largely
responsible for students running to foreign schooimpedes

development and is a major bane to successfulipslia the country.
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Policy makers, the private sector, and civil sgcmgtoups from various
African countries, said the deplorable state of th&on’s educational
sector is one of the major reasons policies havéeen successful.

The Deputy Minister, of Communications, Science dedhnology in
Tanzania, Makambasaid the education challenge, hwbigs across
Africa, should begin to be prioritised by Africagalders. He said once
education is addressed, other challenges wouldnfglace.Policies are
important, they are good, but action is needed. &&e start with
education and end there. That is how importans.Nao policy would
work in Africa if we don’t get education right. Wean't continue with
the way things are today. There is a need for arcatn revolution.
The future innovation starts and ends with eduoatdd/e have to
change the way we teach our children.Although tkendard of
education has been hit in many African countriés, impact it has in
Nigeria has begun to attract global concerns, asftimds spent by
Nigerians in the pursuit of education even in nbmlring West African
country, Ghana, is more than the Federal Governnspeinds on
education in a year.

Recently, there has been an outcry on the huge sim®ney Nigeria

loses to foreign studies. Exam Ethics Internatipaaton-governmental
organisation, revealed that Nigeria spends oveb Nllion on students
studying abroad. In neighbouring Ghana, Nigeriandpeabout N160
billion naira on education while in the U.K., Nigans spend over N80
billion, the group said.Of more concern is that tnejority of the

population of West Africa fall in the youth categdage 15-35), a trend
IS projected to persist for decades.This, naturadlyould promise a
demographic dividend to many countries, but expsaisthat if only the
youth can acquire the skills they need to progress.

Under current conditions, with few opportunities fgpgrading skills,

the dangers of youth restlessness that comes wilnass and
frustration is very real, as in the Niger Delta aNdrthern part in

Nigeria according to a report by African Centre f&conomic

Transformation, ACET.According to ACET, the struauweaknesses
and limited diversification of the sub-region’s aomies prevents job
creation in sufficient numbers to absorb the grgramnual number of
young entrants.It also believes that the low leMeliteracy and other
skill deficiencies further deny youth the opportynto compete in
increasingly global labour markets.

Rockfeller Foundation, an organisation which aimsi¢hieve equitable
growth by expanding opportunity for more peoplglaces worldwide,

74



ECO 247 MODULE 2

urged that Governments should continue enactinglémn on youth
education, job creation projects and a legal andnitial framework to
support youth self- employment.They added that #pmrit of
entrepreneurship among young people should alswtared and that
further mechanism to increase youth participatiolh emgender greater
faith in the system and increase the probabilitysatcess of any
initiatives.

The nation’s education system needs a total ovéirfgauand

restructuring as billions of Naira are being spdit Nigerians
schooling abroad. The governments and the prived®sare to pull in
more effort and resources towards the developménéducation.

There is the need for an effective monitoring of thanagement of
funds presently being allocated to the sector flaste should be made
to improve on what is currently being allocatedthe sector, with
every naira accounted for.Also, more vocational atethnical

education centres need to be established and tséngxones properly
equipped and staffed. It is expedient that more enodlearning
facilities such as computers, internet web sitead aoverhead
projectors be provided in schools to reduce the @t which our
students ‘escape’ to other countries for educatibabp.

SELF-ASSESMENT EXERCISE 3
Identify other challenges of education sector igd¥ia
4.0 CONCLUSION

Education is the human resource of any nation rdtken its physical,

capital and material resources, which ultimateliedaine the character
and pace of economic development. Human resourosstittte the

ultimate basis for the wealth of a nation. Nigesidrmal education
system is made up of primary education, secondaiycation and

tertiary education. The primary education is tmstfcomponent of basic
education, the other component being the juniooms@ary schools.

Basic education is often considered a right whictioms have a
responsibility to guarantee each generation. Négeurrently operates a
9-3-4 system of education with a 9 year compuldmagic education.
The educational system has been underfunded owertimd the

educational sector being publicly dominated conteld less to the
gross domestic product.
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5.0 SUMMARY

In this second wunit we continued our discussion ¢me
servicelinfrastructure sector.Having defined edocal concepts, issues
relating to the structure and composition, fundarmgl contribution of
the education subsector to the Gross Domestic etadere examined.
With this explanation we have one more unit in tiiedule and by
implication one more subsector to discuss undesémeice sector, this
subsector is the health subsector.

6.0 TUTOR-MARKED ASSIGNMENT

Apart from funding, discuss other challenges facthg education
subsector in Nigeria
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1.0 INTRODUCTION

This unit is the last unit in this module. The umtaps up our
discussion on the service/infrastructural sectbidigerian economy. In
this unit we shall discuss the health subsectothef service sector.
Although this sector may not be contributing substdly to the GDP,
its importance cannot be overemphasized in ternfaaftation of the
activities of other sectors. It is a known factttleealth is wealth’. It is
only a healthy body and mind that can contributgnigicantly to
economic development. Here you will be introduaeddme conceptual
definitions and significance of the health subsectpou will be
opportune to learn about the expenditure on thé&heabsector as well
asthe contribution of the subsector to GDP.

2.0 OBJECTIVES

By the end of this unit students should be able to:

. Define concepts of health

. Enumerate the levels and responsibilities of healtine in
Nigeria

o Review the expenditure on health in Nigeria

o Appraise the performance and challenges of thettheabsector
to the GDP
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3.0 MAIN CONTENT
3.1  Concepts and Significance Of Health

Health is somewhat nebulous condition difficulti&fine and never in a
state of perfection since one can be ‘really siolt never ‘perfectly
healthy’. In the face of this, it might be usefaldefine health, good or
bad, in terms that can be measured, can be intedoveith respect to
the ability of the individual at the time of measnment to function in a
normal manner with respect to the likelihood of imemt diseases. As
cited in Anyanwuet al (1997), health has been defined by the World
Health Organisation (1996) as a state of complbatesipal, mental and
social well-being and not merely the absence oéalis or deformity.
This definition has also been interpreted as thigyato lead a socially
and economically productive life. Health care iraplithe provision of
conditions for normal, mental and physical develepm and
functioning of the human being individually or ingaoup. Health they
say, is wealth, it is only a healthy body with sdumind that can
participate in economic activities and contribute tconomic
development. This is why the health subsector igital sector in
economic development.

Health care implies the provision of conditions fmrmal, mental and
physical development and functioning of the humaimdp individually

or in a group. It includes health protection measumpromotion of
health; prevention of sickness; and curative armdegtive medicine in
all its ramifications.

SELF-ASSESMENT EXERCISE 1

Define Health and Health Care as conceptualisedMayld Health
Organization (WHO)

3.2 Health Care Responsibilities

Health care is a share responsibility of all Nigag constitutional
setups, among the federal, state and local govertsmd&he local
government takes care of the primary level (emaragi
PreventiveMedicare, Health Clinics, Dispensaries)athile the state
governments are responsible for the secondary I¢eeiphasizing
Curative Medicare, First Referral-General Hospitalls.). The federal
government on the other hand is in charge of tgrtevel (emphasizing
Referral Medicare) to which teaching and specihltstipitals belong.
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3.2.1 Primary Health Care

Primary health care (PHC) is seen by 1978 Dectamadi Alma-Ata as
essential health care based on practical, scieatifisound and socially
acceptable methods and technology, made universalbessible to
individual and families in the community througleithparticipation and
at a cost that the community and the country céordaito maintain at
every stage in their development, in the spiriseff-reliance and self-
determination. It is the first level of contact ioflividuals, the family
and the community with the national health systémereby bringing
health care as close as possible to where the pdiwpland work, and
constitutes the first element of a continuing Heattare process
(Monekosso, 1992). As the Commission on Health &ebe for

Development (1990) noted, PHC is an equity orientedlth and
development strategy focusing priority on the magpropriate health
interventions for the most common health problemsammunities of
greatest need. The Alma-Ata Declaration stated that essential
elements of PHC include at least the following:

a) Education concerning prevailing health problems athe
methods of preventing them;

b) Promotion of food supply and proper nutrition;

C) An adequate supply of safe water and basic samtati

d) Maternal and child health care including familympiang;

e) Immunisation against major infectious diseases;

f) Prevention and control of locally endemic diseases;

0) Appropriate treatment of common diseases and aguand

h) Provision of essential drugs.

Thus, as embodied in the ‘Health for all' (HFA) the year 2000 plan,
it implies the promotion of the highest possiblecleof physical, mental
and social wellbeing of individuals, within famgig living in
communities. Its practical implementation strategigvolve the
following inter-related activities;

a) The adoption of clear policies, strategies andglan

b) The establishment/strengthening of health careveiglisystems
based on the PHC approach; and

C) The definition and implementation of community-kdse
activities, involving many sectors and agencies
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It is not surprising therefore that the decade %98@tnessed the
emergence of PHC initiatives of many kinds inclggdin

Community based health actions being pursued byersiv
private agencies were recognized and supportedH&s d¥forts
advancing the goals of HFA

Many governments in both developing and industéli
countries adopted PHC strategies in their healttose

The World Health Organisation (WHO) itself promotedFA
objectives and PHC initiatives within its internpmbgrammes as
well as with member governments

United Nation’s Children’'s Emergency Fund (UNICEF)
launched a ‘child survival and development revoloti using
social mobilisation to disseminate low cost yeeefiive health
technologies for child survival, including universzhildhood
immunization, mass utilization of oral rehydratiaand the
‘Bamako Initiative’ to provide essential drugs ifriéa.

Several international PHC elated initiatives wereniched under
multiple-UN-agency sponsorship, including safe nedtiood
against maternal mortality; better maternal chighlth through
family planning and a task force for child survival

These actions were accompanied by increased ineastivy
some governments and development assistance ag@amélelC.

In Nigeria the targets set by various tiers of goweent are as follows:
Federal Government

a)
b)

c)
d)

e)

f)

9)

80

The development of model LGAs in the country for@®skrvice
delivery

Completion of two comprehensive health centresemh of the
Federal University Teaching Hospitals.

Rehabilitation of Federal-financed PHC units aslwaslSchools
of Health Technology in the states

Contribute financially in support of the World Baaksisted
Sokoto and Imo Health projects and the Nationaleksal
Drugan Vaccine Programme

Development of National Institute of Production\dccine and
other Biological Substances in Lagos and Abuja

The establishment of the National Primary HealthreCa
Development Agency (NPHCDA) for the developmenttio#
PHC nationwide.

AIDS control and prevention programmes
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State Governments

a) Provision of additional PHC facilities and the immpement and
upgrading of existing ones in the state.

b) Completion, furnishing and equipping of on-going dan
abandoned basic health facilities

C) Provision of equipment, drugs and suppliesfor tnprovement
and sustenance of state efforts in promoting sechices as the
Expanded Programme on Immunisation (EPI), Oral Bedtion
Therapy and Family Planning Services

d) The prevention and control of communicable akes. Emphasis
is placed on AIDS, Small Pox, Yellow Fever, Tubédosis,
Guinea Worm, Malaria, Leprosy etc.

Local Government Authorities (LGA)

The consolidated health projects of LGAs are essgnPHC in nature,
content and orientation. Specifically, they include

a) Construction of basic health clinics and centres

b) Purchase of mobile clinics, ambulances, generattg and other
PHC supporting equipment.

C) Provision of public conveniences

d) Improvement and upgrading of existing health cBrand centres
e) Provision of other equipment, drugs and other gappio the
clinics

Consequently, activities that formed integral paftshe Nigerian PHC
include: the Extended Programme on Immunisation I){E®ral
Rehydration Therapy (ORT); Safe Motherhood and Rarmlanning
Activities; Compilation of an Essential Drug Listind the National
Formulary Decree which makes it an offence to mactufe, import,
sell, display for sale, or advertise any drug nottlee list. Others are
Guinea worm eradication (GWE), and National AIDS n€ol
Programme (NACP); reduction of Tuberculosis andrbsy, campaign
against River Blindness and NationalProgramme ofioficfor the
Survival, Protection and Development of Nigerianl€hApart from the
financial allocation to PHC, allocation to the Ddp@ent by the by the
Federal Ministry of Health and Social Services (F&F) stood at
N10.0million in 1990 falling to N9.6million in 199IN9.7million in
1992 and N6.1million in 1993.

3.2.2 Secondary Health Care

The secondary health care level exists to provkiglised services to
patients referred from primary health care levebtigh out-patient and
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in-patient services at hospitals centre for generadlical, surgical and
pediatric patients. This level is also expecteg@ravide administrative,
training and technical support to and supervision the subordinate
level. 1t serves as administrative headquarterersiging health care
activities of the peripheral unit. It is availalalethe district, division and
zonal levels of the states. Specialised supporigevices such as
diagnostic, blood bank, rehabilitation, and phystoapy are often
provided.

3.2.3 Tertiary Health Care

Tertiary health care, which is at the apex of tladiamal health care
system, consists of highly specialized servicescwhprovide care for
specific diseases and conditions for specific gsouphe institutions
which falls under the tertiary health care are:ché@g hospitals,
specialist hospitals; orthopedic, eye, psychiatriaternity and pediatric
hospitals.

Tertiary health care institutions are often centhigh level research,
training, and source of provision of specializedvees in the clinical,
scientific, diagnostic and technological spheres.

SELF-ASSESMENT EXERCISE 2
Differentiate between the three levels of healtlivdey in Nigeria

3.3  Federal Health Expenditure in Nigeria

The recurrent health expenditure in Nigeria mamgdi a steady rise
from N211.9million in 1970 to N36.5million in 197% further rose to
N172.5million in 1980 and by 1983 it has risen t8, 1826million and

dropped slightly to N2,094million in 1984 althoughith some

fluctuations within the years. In real terms, tokealth expenditure
declined rapidly in 1980s and 1990s. It fell fron280.76million in

1990 to N240.8million in 1994. Infact, real heal#xpenditures
dominated nominal health expenditures between 1@n@s 1984 but
between 1987 and 1994 the trend reversed with & \gap. Health
expenditure in Nigeria in the 2000 has increasedhbsolute terms but
relatively low to other sector, yet much is desimederms of affordable
health delivery in Nigeria

3.4 Performance of the Health Sector
As seen in Table 2.4.1, the contribution of thelthesubsector to the

GDP is not different from that of its education ntarpart because the
health sector too is largely dominated by publiteivention. The
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subsector contributed 0.5 to the total GDP in 136@ slightly
improved to the 0.9% in 1970

The subsector witnessed a gross decline in comitribbto 0.1% in 1985
and this figure remained till 2010 except in 200&ttwitnessed a gross
decline to a mere 0.04%. The decline in the seaondgribution to the
GDP of the service sector also began in 1985 aisdirdnd continued
till 2010 averaging 0.3% for the period.

Table 2.4.1: Contribution of the Health Sector to ®Goss Domestic Product
1960-2010 (Nmillion)

Service Sector GDP323.4 453.2 778.3 4,418.83 4,748/19,005.7

Total GDP 2,489.0 | 3,146.8 | 4,219.0| 27,1720 31,54&81,036.3
Producer of [156.6 216.4 500.2 1,581.0 [1,678.7 [2,888.7

Govt. 79.8 96.8 327.6 1,581.04 1,678.7 [2,247.5
Service 64.2 97.0 133.1 508.1
1. Public
Admin
2. Education
3. Health

12.6 22.6 39.5 133.1

Health as a 3.9 5.C 5.1 - - 0.7
Service sector GDP
Health as a % 0[0.5 0.7 0.8 - - 0.1
GDP

1990 1995 2000 2005 2008 2010

Service Sector GDP27,425.6 32,4923 39, 881Ll.5 8%84113,165.840,372.6

Total GDP 267,550.(0281,407.4329,178.2561,931.4672,202.6775,525.7

Producer of 3,197.. [3,467.( |3,814.. [5,294.. 16,290.; [7,038.}
Service

1. Public
) 2,487.f [2,697.« [2,967.. |4,105.¢ |4,678.2 [5,091.:
2. Education

562.2 609.¢ 670.¢ 964 .5 1,311.. [1,583.:
3. Health

147.3 159.8 175.8 224.0 300.9 364.1
Health as a |05 0.1 0.4 0.3 0.3 0.3
Service sector GDP
Health as a % 0[0.1 0.1 0..1 0.04 0.1 0.1
GDP
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Source: Central Bank of Nigeria, Statistical Bulletin, Geld Jubilee
Edition, 2008

Note that the GDP was compilled from 1960-1973 @isli962/1963
constant basic price, from 19741980 using 1977/1&3&tant basic
price and from 1981-2010 using 1990 constant hasie

SELF-ASSESMENT EXERCISE 3

Why is the contribution of health sector continuitheclining over the
years?

3.5 Shortfalls of Past and Present Health Policies Nigeria

The National Health Plan of 1996-2000 identified following major
weaknesses in past and recent health policiesgaridi:

a) Inadequate coverage: It was estimated that by 2886t 54% of
the population had access to modern health caxcesrwhile
the urban poor and rural areas are not well served.

b) The orientation of the services is inappropriatethwia
disproportionately high expenditure on curative veEs as
compared to promotive and preventive health sesvice

C) The poor management of the services results in ewvasid
inefficiency. Different levels of care are hence opp
coordinated.

d) The involvement of the community is minimal at ical points
in the decision-making process; hence the comnasére not
well informed on matters affecting their health.

e) There is lack of basic health data, acting as megoistraints at
all stages of planning, monitoring and evaluatioh health
services.

f) The financial resources allocated to the healthvices,
especially to some priority areas, are inadequateetmit them
to function effectively.

s)] The basic infrastructure and logistic supportsaiten defective
owing to inadequate maintenance of buildings, nadic
equipment and vehicles, inadequate supply of pertadter and
electricity, and the poor management of drugs, w&sc and
supplies system.

SELF-ASSESMENT EXERCISE 4

ltemise the most critical three of the problems t#alth sector
highlighted above.
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4.0 CONCLUSION

We noted from our discussion in this unit that kHed&las been defined
as a state of complete physical, mental and seaitbeing and not
merely the absence of disease or deformity. Heedite is a share
responsibility of the federal, state and local gaweents. The local
government takes care of the primary level (emgvagiPreventive
Medicare, Health Clinics, Dispensaries etc.) whiilke state governments
are responsible for the secondary level (emphagiCurative Medicare,
First Referral-General Hospitals etc.). The fedgayernment on the
other hand is in charge of tertiary level (emphagiReferral Medicare)
to which teaching and specialist hospitals beldftge contribution of
the health subsector to the GDP is low just likat tbf its education
counterpart because the health sector too is lamd@inated by the
public intervention. Health policies in Nigerialergely constrained by
inadequate coverage, much attention on curativelthhegoor
management, lack of basic health data and lackasichinfrastructure
among others.

5.0 SUMMARY

In this last unit of this module, we defined thencept of health and
health care, we examined different level of healibe responsible and
their respective shares. The minimal contributiébrthe sector to GDP
was equally exposed while we finally documenteddhallenges of the
health sector especially those that relate to pdialure over time.

With these explanations, you have successfully d¢eteg your studies
on the service/ infrastructural sector; no doubt ywad a lengthy
discussion on this sector as two modules have Heditated to it. In

the next module, you will proceed to a miscellarsediscussion onthe
remaining sectors in the Nigerian economy beforgveeeed to policy

issues and other economic discourse.

6.0 TUTOR-MARKED ASSIGNMENT

Discuss ways of surmounting the challenges fadmeghtealth sector in
Nigeria
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MODULE 3 OTHER SECTORS

We have discussed the most prominent sectors iNitjrian economy:
the Agricultural sector, Industrial sector and S$ENnfrastructure
sector, there are still many more sectors in thgeN&n economy that
also contribute substantially to national output amcome or at least
play complimentary role to the activities of theomiinent sectors in
national development. Our intention is to attemptuasory look into

some of these sectors in this module. In esseneeshall examine the
Trade and Commerce sector and Building and Consgirucsector.

Furthermore, we will look into the activities ofettprivate and public
sectors.

Unlike other modules, this module consists of foseparate,

independent units though not mutually exclusiveoné another when
view from the angle of interdependence of econoagitivities. At the

end of this module, you will have been acquainté@t tine structure and
performance of the trade and commerce sector beéfm@ after

independence. You will also have an insight in® plerformance of the
Building and Construction sector especially aftardependence.
Similarly, you will be introduced to general outloand performance of
the private and the public sector.

Unit 1 Trade and Commerce Sector
Unit 2 Building and Construction Sector
Unit 3 Private Sector

Unit 4 Public Sector

UNIT 1 TRADE AND COMMERCE SECTOR
CONTENTS

1.0 Introduction
2.0  Objectives
3.0 Main Content
3.1  Scope of Trade and Commerce
3.2 Trade and Commerce before Independence

3.2.1 Background to Pre-independent trade and

Commerce
3.2.2 Trans-Sahara Trade
3.2.3 The Trans-Atlantic Slave Trade
3.2.4 Colonial Legitimate Trade
3.3 Trade and Commerce after Independence
3.3.1 Domestic(Internal) trade
3.3.2 External trade
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4.0 Conclusion

5.0 Summary

6.0 Tutor-Marked Assignment
7.0 References/Further Readings

1.0 INTRODUCTION

The first unit of this module discusses issuestirgjato the trade and
commerce sector. It started with an introduction th@ scope of
commerce in Nigeria. This is followed by an expositof the structure
of trading and commerce before independence in ridigender three
distinct headings of Trans-Saharan, Trans-AtlaBtave and Colonial
Legitimate trades. You will further read about fherformance of the
trade and commerce sector after independence fierpdint of view of
internal (domestic) and external trade.

2.0 OBJECTIVES
By the end of this unit you should be able to:

o Profile the scope of general commerce and traddigeria

. Highlight the features and implications ofTrans-&aim, Trans-
Atlantic Slave and Colonial Legitimate trades befor
independence

. Describe the performance of the trade and commeewtor
(internal and external trade) after independence

3.0 MAIN CONTENT

3.1  Scope of Commerce and Trading

General commerce consists of the activities of iglyselling, exchange
and distribution of goods and services, domesticathd locally. It

covers trade warehousing, transport, communicatams$ advertising,
banking, finance and insurance. The component 0éig¢ commerce in
Nigeria is illustrated below.
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Fig 3.1.1: Scope of General Commerce in Nigeria

General
Commerce
Communicatior Finance and
Trade Warehousing Transport and Advertising Banking (FEIFTEs

Source:Anyanwu and Madubuko (1988)

As earlier mentioned, trade is subdivided into rimé (domestic) and
external trade. The external trade consists mawflyimportation,
exportation and re-exportation of raw materialsterimediate and
finished goods while the internal trade is carmed through the chains
of middle men (the wholesaler and the retailerfh® consumers within
the country.

Fig 3.1.2: Structure of Trade in Nigeria

txternal Internal

l Imports | l Export l Re-exports |

Wholesaler

Retailer

LONSUMErs

(HEHE ﬂﬂ

Source: Anyanwu and Madubuko (1988)
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SELF-ASSESMENT EXERCISE 1

Who are the wholesalers and the retailers in thectstre of internal
trade in Nigeria?

3.2 Trade and Commerce Sector before Independence.23l
Background to Pre-independent Trade and Commerce

The significant feature of the indigenous econorhiligeria was that it

operates above subsistence level. All the sectbriie economy were
able to generate excesses that could be disposetihig explains why

external trade formed integral part of Nigeriarditianal economy. The
structure of division of labour and interdependeac®ng professionals
encouraged the need for market and trading. A markéhe sense of
traditional economy was a demarcated area wherdersa and

consumers met to exchange products. The tradingcesaied out both

at local (internal) and external level. Trading waslusively in the

hands of long distance traders who organized thiees@to small and
large caravans with associated difficulties of &lmg such as harsh
weather and robbery. The indigenous Nigerian ecgnewas a dynamic
one which actively engaged in diversified commédraetivities and

essentially dealing in agricultural products andenal resources.

3.2.2 The Trans Sahara Trade

The Trans-Saharan trade was regarded as the earidexh of external
trade of about 3,000 years ago. It began as earll,@0B.C at a time
when desert was crossed through the use of oxenharsks. The
introduction of camel revolutionarised the Transh&@an trade as it
provided a convenient link between Northern Nigena North Africa

because camel by nature can better survive deseditons due to

ability to take an average of 227.3 litres of waepnce with a load of
5.1grammes and could survive twelve days withouewa he Saharan
journey took two to twelve months; items transporieclude: gold,

leather goods, dyed textile materials etc. these e&changed for salt
cowries, guns and gunpowder, Arab dresses, silkassegs, beads,
mirrors and other fancy goods.

Over time, the Trans Saharan trade witnessed thelag@Ement of an
efficient distributive system through specialisetdaexperienced
personnel. This included guard for security purpaserchant who
provided capital, guarantee of route safety by itiathl rulers, stop
overs where camels can obtain water and travelans abtain their
needs.
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Implications

Trans-Saharan trade had both positive and negiatipacts on Nigeria.
It takes Nigeria out of isolation from the rest thie world; it also

promotes the growth of the desert ports. On theroktand the Trans
Saharan trade is concentrated in the hands of dgai,rnoble and rich
families only at the neglect of the poor downtreadin the society.
Also, it later involved slave trading, thus, leaglito socioeconomic
dislocation. By 1870, Trans-Saharan trade fell doepolitical and

economic reasons. This caused a re-orientatioroates towards the
coast and the advent of Trans-Atlantic trade.

3.2.3 The Atlantic Slave Trade

The Atlantic slave trade according to Phillip Cuariivas the largest
known force of intercontinental migration in the nebhistory. It was

the darkest chapter in the history of black racé & to the dispersal
of African all over the world. Portugal’s lastingglacy for Nigeria was
the initiation of Trans-Atlantic Slave Trade by 14The Atlantic Slave
Trade developed after Europeans began exploring estdblishing
trading ports on the Atlantic coast of West Afriza the mid-1%'

century. The predisposing factor for this trade was demand for
labour on plantations (such as sugar cane planjaéspecially in the
tropics of Western Hemisphere. The Atlantic Slavadé became part
of a prospering cycle known as ‘Triangular Trade’the first leg of the
triangle, European merchants purchased African eslawvith

commodities manufactured in Europe or imported fr@uaropean
colonies in Asia. They then sold the slaves in @a&ribbean and
purchased such easily transportable commodity ssclsugar, cotton
and tobacco. Finally, the merchants would sell éhgsods in Europe
and North America. They would use the profits frdinese sales to
purchase more goods to trade in Africa, continuimg cycle. Britain

and United States outlawed the trade in 1807 af& i8spectively due
to changing economic circumstances and rising huitaré&an concerns.

Implications

Although the slave trade led to expansion of sommegdoms, the
Nigerian precolonial traders had greatly enhanoedme. However, it
broadened the gap of inequality in income distrdoutand robbed
Nigerian communities of able- bodied men and woroémproductive
age.
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3.2.4 Colonial Legitimate Trade

This period of trade began after the industriabtetion in England and
abolition of colonial slave trade. Britain was eag® develop

industrially and saw Africa as a cheap source of raaterials and a
market for its finished products based on her exgion during Atlantic

slave trade. Nigeria was rich in the productiorpafm oil, groundnut,

cotton etc. that Britain and other European coestrneeded for
production of soap, lubricants and candles. Theybon of cash crops
for export spear-headed the incorporation of Nagento colonial

economy. It enabled small scale farmers and tradgptay an important
role in the overseas exchange economy for the tfirtg#, though with

little income. The legitimate trade in commoditasacted a number of
rough-hewn British merchants to the Niger Riverwesl as some men
who had been formally engaged in the slave tradee €olonial

economy made raw materials from Nigeria to entevide range of

manufacturing processes but the price paid for themd volume

required were dictated by the imperialist. Theres\abso an attempt to
dominate the Nigerian economy through the introducbf currency,

marketing boards and Research Institutes.

Implications

It is worthy of mentioning that the colonial legnate trade promoted
major agricultural goods for export of cash cropsibcreated problems
in some areas of the economy. Infact the concemtran cash crops led
to the neglect of food crops with later consequesfdeod insecurity.

SELF-ASSESMENT EXERCISE 2

What are the advantages and disadvantages of tiee tiypes of
independence trade?

3.3 Trade and Commerce Sector after Independence
3.3.1 Domestic (Internal) Trade

General commerce is made up of domestic and exteaake. Domestic
trade in Nigeria has been expanding in terms afimel and value since
independence. The items traded include: manufattiaed local
foodstuffs and fruits (yams, beamgrri, rice, onion, oranges, bananas
and plantain, maize, guinea-corn and millet, cotomalm wine,
peppers, tomatoes, potatoes, sugar cane, pineappies livestock
(cattle, sheep, goat, pigs, poultry etc.), kolanlaisal protein foodstuffs
(eggs, meat, fish), low value mineral products [cs#one, marble,
chips, potash, limestone, laterite etc.), timbesy materials (tobacco
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leaf, groundnut, and cotton seed cake, hides aimd sicoa, cotton lint
etc.) and manufactured goods.

Manufactured and local foodstuffs accounts for dd@% of domestic

trade in the country. This can be attributed tosize and growth rate of
population. While the North and Mid-West constituet exporters (of
local foodstuffs), Lagos and Western region araiSiant net importers

while the East is somewhat able to achieve somesunes of balance.
Cattles and other livestock are moved from the INdd the south,

kolanut from the west to the North, coal from thesteto North and

south, timber from west and east to the North leter-regional trading

involves movements of manufactured foods and drin&stiles and

clothing, footwear engineering and construction enats, chemicals
and related products across the regions. Someedhtitors accountable
for the growth of domestic trade in Nigeria arevgr@g populations,

improvements in transportation modes, general asgan imports and
rapid urbanisation.

3.3.2 External Trade

Structurally, the Nigerian economy is tilted towsrdievelopment
retarding commercial and speculative activities apposed to

development inducing productive activities. Thecplaf trading in the

Nigerian economy is viewed from the angle of shafrevholesale and

retail trade in the total value of domestic produrctn the economy as
well as values of imports and exports exclusivéerhs that are meant
for further production of goods and services.

Table 3.1.1: Contribution of Trade and Commerce to Gross
Domestic Product 1960-2010 (N million)

Subsectorg1960 1965 1970 1975 1980 1985

Wholesale |309.4 418.4 512.9 5,718.9 6,318.0 27,876.7
and

Reta;
il
% of Total|12.4 13.2 12.2 21.0 20.0 13.9
GDP

Sectors 1990 1995 2000 2005 2008 2010

Wholesale [35,837.7| 38,310.1 43,161(P7,283.1| 117,002115,034.5
and

Retq
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% of Total(13.4 13.6 13.1 13.8 17.4 18.7
GDP

Total GDP [267,550.0281,4073£9,178.77561,931.4672,20¢.F,525.]/

Source: Central Bank of Nigeria, Statistical Bulletin, Geld Jubilee
Edition, 2008; National Bureau of Statistics, $ttal Bulletin, 2010
compiled edition

Note that the GDP was compilled from 1960-1973 gisli962/1963
constant basic price, from 1974-1980 using 197@1€dnstant basic
price and from 1981-2010 using 1990 constant harsie

The behavior (growth and decline) of the generahmerce subsector
shown in Table 5.1.1 reveals that, in 1981, theealf wholesale trade
stood at N9.16 billion, rising by 4.26% to N9.55libh by 1982.
However, the subsector withessed decline in 19881884, declining
by 2.41% compared to its 1982 level and thereddyer.73% over its
1983 level to stand at N8.60 billion in 1984. Tledter, the subsector
witnessed a recovery in 1985 having recorded arease in output of
3.95% over the 1984 level with the value of tratisac standing at
N8.94 billion, witnessing growth nor decline in tielowing year.
From 1987 through 1995 the change in value of #ei@n was
consistently positive although there were casedighit decreases in the
percentages recorded over these years. On the wthelerholesale and
retail trade subsector in the National income ant®witnessed an
average percentage growth rate of 2.8% from 1984utfh 1995. This
growth is in sharp contrast with the trend contiitbu of the
manufacturing sector which witnessed rather sldggrewth within the
same period.

With respect to the contribution to GDP, the whalesand retail trade
sector alone accounted for 13.2% of total GDP i65]9ising to 21.0%
in 1975 with a decline in its contribution to 13.9661985, fluctuating
between a respective low and high share of 13.11&18% between
1990 and 2005. This appreciated to 17.4% in 20@Bfarther increased
to 17.4% in 2010.

In terms of import and export value, importation swaalued at
N756.4million in 1970 while export stood at N885&ilion same year.
The total exports rose to N57,7971. 2million in 298hile import rose
to N30,860 million in the same period. On visibtade, the imports
totals N2,496,423.69 million with the breakdown &<02,821.00
million for oil sector trade and N2, 092, 602.70llimn for non- oil

export. Export totals N6, 310, 247.88 million; N&L7, 937.10 million
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for oil sector and N2, 097, 325.08 million for nom-sector in 2005.
The balance of trade for the year was N2, 813,1&nillion.

SELF -ASSESMENT EXERCISE 3

What are the factors responsible for the growtimtarnal and external
trade in Nigeria over the years?

4.0 CONCLUSION

From our discussion in this unit we can infer thggneral commerce
consists of the activities of buying, selling, eanlge and distribution of
goods and services, domestically and locally. Titeggenous Nigerian
economy was a dynamic one which actively engagediversified
commercial activities. The Trans-Saharan trade Wwinas regarded as
the earliest branch of external trade in Nigerizeldated Nigeria from
isolation but concentrated in the hand of few noinléividual. This
paved way for a more disadvantageous Trans-Atlasléice trade that
swept away able-bodied men in Africa. The legalliiba of slave
trade gave rise to legitimate colonial trade whieshs targeted at
extracting raw materials from Nigeria and Africa lkfrge. After
independence, manufactured and local foodstuffowaded for over
50% of domestic trade in the country attributabléhe size and growth
rate of population. The contribution of the sector GDP ranges
between 13 and 19 percent from 1990 to 2010. Taerérades in other
goods such as cash crops, livestock, mineral resoand other raw
materials. On visible trade, the import totals M®6, 423.69 while
Export totals N6, 310, 247.88 in 2005. The balasiceade for the year
was N2, 813, 824.19.

5.0 SUMMARY

In this unit, you have been introduced to the scopeommerce and
trade in Nigeria. The activities of the sector, sgwof growth and forms
of trade before independence were fully discusséde post-

independent economy was equally examined from tigéeaof domestic
and external trade wherein statistics were analysedierms of

contribution to GDP, growth rate and imports angaeis. As you have
completed a discussion on the trade and commecatersgou will have

cause to read about the other three sectors irequbat units in this
module.

6.0 TUTOR-MARKED ASSIGNMENT

1. Discuss the challenges of trade and commerce iaridig
2. Suggest ways of surmounting such challenges
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1.0 INTRODUCTION

Another sector in the Nigerian economy is the Bogd and

Construction sector. In this unit, we shall briexamine the sector
under three main headings: The Scope of Buildindg @onstruction,

General Performance of the Building and Constract@ctor and the
Challenges of Building and Construction in Nigerfs brief as our
discussion in this unit shall be, the discussicalldie stocked with key
points which you will find very interesting.

2.0 OBJECTIVES

By the end of this unit you should be able to:

1. Define the scope of building and construction sectiNigeria
2. Analyse the performance of the building and comsion sector
in Nigeria

3. Appraise the challenges of the building and cowrs$itsn sector
with a view to suggest appropriate remedy measures

3.0 MAINCONTENT
3.1  Scope of Building and Construction

The Building and Construction sector in Nigeria sists of all

establishments involved with the erection of resigg and non-

residential buildings as well as civil engineeriwgrks. Construction
activities are varied and include jobbing contra¢isbourer hired
periodically for some wages), supply of buildingterals, construction
of houses, offices, school buildings, factory buitgs, roads, bridges
and other complex contracts.
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SELF -ASSESMENT EXERCISE 1

Is there any other component of building and camsibn missing
above?

3.2 General Performance of the Building and Constretion
Sector

Existing data on the building and construction sectf the Nigerian
economy are grossly inadequate. However, availatdéstics reveal
that the contribution of building and constructit overall GDP has
been very minimal since independence (Table 3.;h1)960, the sector
accounted for 4.5 percent of the total GDP in Naefhis slightly
improved to 5.2 percent in 1965 and 1970. The mer& continued in
1975 to 7.1%and 9.7 percent in 1980.

Table 3.2.1: Contribution of the Building and Constuction Sector
to GDP 1960-2010(N million)

Sectors 1960 1965 1970 1975 1980 1985

Building 110.8 |162.2 | 221.0 | 1,932.% 3,056/,0 3,308.0
&

Cnnctriictin

Total GDP |2,489.0 | 3,146.8| 4,219.0 27,17230,546.8201,036.
2
% of Total4.5 52 52 7.1 9.7 1.7

GDP

Sectors 1990 1995 2000 2005 2008 2010

Building 4,350.8 | 5,221.7| 6,433.§ 8,544.82,338.8/15,484.9

&
Constructio
Total GDP |267,550.281,407.329,178.561,931.672,202.[775,525.
n Vi A Vi
% of Totalll.6 1.9 2.0 1.5 1.8 2.0

GDP

Source: Central Bank of Nigeria, Statistical Bulletin, Geld Jubilee
Edition, 2008; National Bureau of Statistics, $atal Bulletin, 2011
compiled edition

Note that the GDP was compiled from 1960-1973 usif§2/1963

constant basic price, from 1974-1980 using 1977@18dnstant basic
price and from 1981-2010 using 1990 constant harse
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This is not unconnected with the post-civil waraestruction activities

of both the Government and private sector. Theosatitnessed a huge
decline between 1985 and 1990 averaging 1.65 per&#hough there

was improvement in 1995 and 2000 to 1.9 and 2.0egmrrespectively,

this was not in any way comparable to the contiilbubf the sector in

1980. The sector witnessed another period of deehn2005 and later
appreciated to 1.8 and 2.0 percent in 2008 and Bexiectively.

The contribution of the construction industry taatoemployment has
equally been significant. Available statistics ralvéhat between 1960
and 1963, the sector’s share of total employmeist avaaverage of over
20%. However, between 1963 and 1966, the percershgee fell to

9.33 and increased marginally to 10.17% in 196@mfithat year the
sector began to pick up again in terms of contrdouto employment

reaching a percentage of 20.80% in 1975. With @ik in the level

of activities in the construction industry in thatd 1980s and early
nineties, it is clear that the percentage sharahef sector in total

employment declined as well. The massive fall | ¢bntribution of the

sector to GDP and by implication to total employtnduring this period

is attributable to the global economic recessiothefearly eighties, the
various austerity measures introduced in Nigerianguthat period and
the consequential introduction of the Structurajustiment Programme
with its implication for prices of imported raw neaials.

The share of the public sector (Government) in dwg and
construction activities (investment in construcjitias been on the high
side (and increasing) since independence. The sbaeefrom 39. 39%
in 1960 to 50.07% in 1965 and 55.57% in 1968. fuge evident that
the percentage increased further in the 1970s iew viof the
Government's role in the post war reconstructiorthle face of renewed
commitment of the government to housing and ther espanding
organs of government in the late nineties and 200@sshare of public
sector in building and construction have contintethcrease in recent
times.

The sectoral distribution of construction investineveals that between
1960 and 1965, an average of 34.28% of total aoctgdn expenditure
was on building (residential and official), 12.58% land improvement,
plantations and orchard development, 8.77% onpahgquipment used
in the construction industry, 22.95% on machinarg aquipment while
the remaining 20.50% was on other constructiorvities other than land
improvement. Between 1966 and 1970, the share itfitgs fell to an

average of 29.86%, land improvement, etc. equellytd 6.53%. On the
other hand, investment in other construction (eké&apd improvement),
transport equipment and machinery and equipmen¢ased to 20.92%,
11.32% and 23.6% respectively. Between 1970 andb,18uilding
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construction and land improvements etc. furthelided to an average
26.25% and 4.2% respectively.

Investment in construction except land improventese massively to
34.05% and transport equipment to 15.2% for theesaeriod. The
trend has been in alternation till 2000’s.

Foreign-owned construction companies dominatedsgiidoccupy key
place in Nigeria’s construction industry. Thoughwés in number
(compared with indigenous firms), their levels peaations (in terms of
size of contracts) are far greater than those eif ttounterparts. The
phenomenon remains even though there have beenwaorthy
companies in the country over the years while tbemér almost
dominate the handling of public construction atiég. The influence of
the latter is felt more in the construction of e building (residential
and official).

Finally, an interesting development in the genehalilding and

contribution sector is that, while other buildingdaconstruction works
outside of residential buildings have been havirghare of GDP less
than 2% (on the average) since 1985, the sharewditg has been
about 2.5%. In other words the, housing sub-sdwsrbeen growing at
faster rate than all other building and construcaetivities put together
since the latter half of the 1980s. This is now amected with the
massive devaluation of the naira, under the strattédjustment

programme and the inflow of foreign currencies frbligerian abroad
for investment in landed properties (for their op@rsonal use when
they eventually return to the country or for legtiout to willing tenants
at given rates). Even in the 2000s the quest farsimg among the
Nigerian populace has been responsible for inangasiare of housing
over and above other sectors in the building amstcaction sector.

SELF -ASSESMENT EXERCISE 2

Why the performance of building and constructiooteehas remained
stagnant since independence?
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3.3 Challenges of Building and Construction; Remedy

One of the problems that beset the constructiomsirg in Nigeria
apparent from the rising cost of inputs is the uataable conditions
under which the construction companies carry ougirthworks
(especially when it relates to Government contjaci®igid rules
concerning disbursement of contracted paymentsysaéfto grant
advance payment, and delay in payment of bills ewemespect of
complete contracts have all gone a long way inrdmurtion to the low
quality of work done in most cases, the increasprgsence of
uncompleted projects in the country and the geneealined in the
sector’s performance.

One glaring feature of the Building and Construttiodustry in Nigeria
is the growing dependence on imported building nelteto the neglect
of the use of local materials. Thus, in spite @& #tructural Adjustment
programme and its implication for import substiuati As observed by
Bukley et al (1993), “a conservation estimate of the foreignhexge
content of housing investment in 1990 was such that price of
imported materials for housing construction wasatgethan the income
from all non-oil exports”. Given the devaluationdagiepreciation of the
naira, the implication of this is the observed hogist of new housing in
Nigeria. One reason why the domestic input marketge failed to
replace the imported materials used in housing tooct®on has been
identified to be the lack of credibility that a cplete and adjustment has
occurred in the foreign exchange market. In thpinion, for domestic
producers to begin to think seriously about invesin an industry that
produces non tradeable goods, a credible macro sectoral
environment is needed. The credibility will have ainumore important
effects than increased funding for research inte-dost housing
production; techniqgues and manpower training pnognas as
recommended in the National Housing Policy. On &mmdevel, two
factors are identified for credibility:

(1) A freely determined exchange rate so that impors @ot
subsidised relative to domestic production and

(2) A less inflationary environment so that long-termahce can
prosper.

On the sectoral level, credibility requires accestand and finance on
competitive, affordable terms, and the allocatidndomestic input
production on a market rather than administratiasi® with adequate
designs, local materials could produce satisfactariding that will

stand the test of time. Judicious use of cemeabhil&ed laterite brick
walling (in place of sandcrete building), localfrafmat and polished
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raffia sticks for celling (rather than the costlemventional asbestos for
ceiling), etc. will surely reduce housing cost

In addition, part of the solution to the housingl ather urban problems
could be found in spreading industrial, commereiatl administrative
activities into more urban centres and making raralas attractive to
people as residential places. The integration ohemic and physical
planning and promotion of balance and even devedmprahould now
form the bedrock of development planning in théestaas one of the
ways of facing the challenge of housing the urbasses in Nigeria.

Finally, In order to avoid delinquency, care shobkltaken to ensure
that mortgagors are not made to undertake repayswr@gme which
they cannot keep. Greater use of a flexible schéwnerepayments
should be made to recover capital sooner from tigh-imcome

households. Loan recoveries could be made in agriscale to
correspond to the borrowers’ income. In this maneapital could be
more quickly recouped and reinvested. There shbaléth addition the
provision of debt counseling services explaining theaning of interest
rates and charges as well as the best way of fialamanagement.

SELF -ASSESMENT EXERCISE 3

Don’t you think the abolition of mortgage bank hefect on the
performance of the building and construction séttor

40 CONCLUSION

The unit began with the definition of scope of theilding and
construction sector as consisting of all establistits involved with the
erection of residential and nonresidential buildings well as civil
engineering works and contracts involving housesiscand bridges and
supply of building materials. An examination of thgeneral
performance of the sector reveals that the sectw s$ignificantly
contributed to the growth and development of thenemy in terms of
significant contribution to GDP and provision of glmyment. From our
observations, it is clear that inadequate housiiigcenstitutes a major
problem of underdevelopment in Nigeria. Apparesing cost of inputs,
rigid rules and delay payment concerning disbursenoé contracted
payments among others constitute hindrances tedbtr. Availability
of fund for contract execution, foreign exchangenagement and
sourcing raw materials internally are some of theasures needed to
move the section forward.
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5.0 SUMMARY

Here, we have examined the performance of the Bigldand

Construction Industry in general; emphasis wasr lplaced on the
housing sub-sector. You have equally been treateda tconcise
appraisal of the problems confronting the industhyle some measures
were suggested to ameliorate those mentioned prnsbléVith the

understanding of this, you can now progress talesectors that cut
across activities in other sectors, | mean, theapeand the Public
sector. We shall commence with the private sectdné next unit.

6.0 TUTOR-MARKED ASSIGNMENT

In your own opinion, how can the problems of hogd»e reduced to the
barest minimum in Nigeria?
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1.0 INTRODUCTION

The activities of the real sectors are carried wuder the private or
public sector, this exercise a great influence ba structure and
performance of each sector. In order words, theicsire and

performance of each sector varies under the primapeiblic sector. It is

based on this fact that the private sector as althe public sector
demands some attention in this course. In thisweaishall start with the
analysis of structure and performance of the peigaictor and the effect
of Government policies on the private sector. Wallskeave the

discussion on the public sector for the fourth #mel last unit in this

module.

2.0 OBJECTIVES

By the end of this unit you should be able to:

1. State the types and organisations that make uprihiate sector
in Nigeria

2. Analyse the performance of the private sector igpeNa

3. Enumerate the private sector challenges in Nigeria

4 Examine government interventions to the privatemsec

3.0 MAIN CONTENT
3.1 General Outlook and Performance of the Privat&ector

The Second National Development Plan (NDP) disisiged between
two types of participants in the Nigeria privatectse; incorporated
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businesses and households. These two are alsd ta#leorganised and
unorganised private sector. The organised privaietos in Nigeria

include most activities in manufacturing, mining,onstruction,

commerce, finance and incorporated part of roadspartation. These
are usually coordinated under different organs suah the

Manufacturers’ Association of Nigeria (MAN), Thedéria Association
of Chambers of Commerce, Industries, Mines and dAdre

(NACCIMA), and the Nigerian Employers Consultativessociation

(NECA). The unorganized sub-sector comprise mositdyiculture,

housing, distribution (excluding departmental s$preroad transport,
small scale industries, crafts, voluntary agenaies-profit organisation
and miscellaneous activities of individuals. Somehese are formally
operated while the majority (the informal sub-sectmperates
informally. The unorganised subsector in Nigerimtams millions of

individual proprietors, petty traders, unit trangpoperators and self-
employed craftsmen and artisans (Obadan, 1993).

The private sector in Nigeria accounts for abou¥7&f GDP in the
colonial era and first post-independence decadeabndt 50% of GDP
before the introduction of SAP. Also the sectortabited up to 50%
of modern sector employment in the pre-SAP era ignthe major
source of gainful (general) employment in Nigefiiae contribution of
the private sector to Gross Capital Formation (G@REs 75.1%
in1970, 86.5% in 1971 and 50.9% in 1981. HoweVee, ppercentage
share of Gross Investment (GIl) declined signifibamb the 1980s
falling to 18.3% in1982, 11.2% in1987 and 20.4%4991. Since 1992
however, there has been very significant improvamerthe private
sector’s contribution to Gross Investment (incregsirom 20.4% in
1991 to 32.5% in 1992, 49.5% in 1993). Finally, threvate sector
dominates the consumption component of aggregateude in Nigeria
(from an average of 85% in the late 1970s and €E3B80s to 90% in
the late 1980s and early 1990s).

The sector distributions of private economic atigg in Nigeria reflect
the fact that the Nigeria private sector is stédbkily natural resources-
based. Agriculture (dominated by small-holder pitn) is the most
important sector in terms of employment while indysaccounts for
most exports (over 90% of which are fuel and mils@raManufacturing
still accounts for as little as less than 10% ofR&nd less than 5% of
exports. Its contribution to employment is alsslédsan 6%. In fact, the
manufacturing sector is yet to make a meaningfupaich on real
industrialisation in Nigeria. Most of the manufaig enterprises in the
country are mainly the light assembly type and stdal output is in
final consumer goods. In addition, interindustnkhges are weak, thus
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undermining the possibility for a multiplier effesh the economy, and
there is little transfer of technology (Obadan, 399

Consequent to the Structural Adjustment Programmvéhin the
manufacturing sector, while firms in domestic reasetbased industries
(e.g. furniture and wood products, industrial rubpbaon-metallic
minerals, soap and certain food and beverage ptedace expanding,
established import-intensive, low domestic valudesti manufacturing
firms are contracting. Also the informal manufagtgr sector (center
around secondary sector activities such as foodegsing, cosmetics,
footwear, and garment and tertiary activities swash transport and
mechanic repairs, retail trade, food preparaticsh distribution) is large
and growing. The urban informal sector accounts doer half of
employment in manufacturing. Firms operating instBector include
household firms as well as enterprises with manypleyers providing
important inputs and services to the rural and md@mmunities. Most
of these enterprises were created from personahgsvor financed
through informal saving schemes. Bank finance p&aysry minor role
in their operations.

Another feature of the private sector in Nigeriathe dominant and
pervasive role of Multi-National Corporations (MNCsOne very
important implication of this dominance is the maajsation of
indigenous enterprises in the sphere of direct yothde economics
activities (Obadan, 1993; Obadan, 2000). Foreigerprises dominate
in particular the oil sector. Indigenous privateegprises are on the
other hand concentrated in the soft areas of tl@auy (commerce,
services, small-scale and low-technology indusitriehe Nigerian
Enterprises Promotion Decree (1972, amended in)1W8a3g particularly
intended to significantly reduce the foreign dominaf economic
activities and promote indigenous private sectaolvement in the
economy but this was later amended again in 1989epealed in1995.

SELF-ASSESMENT EXERCISE 1

Briefly highlight the structure and performancetloé private sector in
Nigeria

3.2 Constraints to Private Sector Growth

The Nigeria Government has done much to promotegtogth and
development of the private sector in Nigeria. Hogrexthere are many
factors that have hindered the development of #wtos. These range
from civil disturbances through Government harasgmend
interference to uncertain exchange rates, impasseddds, frequent
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power failure and poor telecommunication faciliti@sC, 1995). We
can classify these problems into four groups devid:

o Weak infrastructure and a relatively unskilled labtorce.
o Macroeconomic instability
o Government policy constraints including the follogi

Legal and regulatory constraints-price controlsy-transparent,
uneven and slow investment licensing, slow and liaie
operation of the judicial system and land owners$dys.

o The financial system: low level of financial intezthation,
selfishly motivated lending, crowding out by thebpa sector,
etc.

o The structure and administration of taxation: wgead
exemption and evasion, poor and uneven tax admaticn etc.

o Poor dialogue between government and private settéolitical
Instability.

SELF-ASSESMENT EXERCISE 2
Enumerate the challenges facing the private sattdigeria

3.3 Government and the Private Sector in Nigeria Some
Reflections

The 1980s have been described as a lost decadeajority of African
countries including Nigeria. This is despite thdatigely modest
economic growth recorded in the 1970s. The slumpommodity
prices, the main source of foreign exchange, andnareased debt
burden precipitated a declined from which the courfand indeed
Africa) is just beginning to emerge (IFC, 1995) the remaining part of
this decade and the subsequent one, Africa geyewxdll have to face
the stark realities of a hostile international emorc environment. The
advent of the single market in Europe and developsnén Eastern
Europe are events of deep concern in view of Aficaxcessive
dependence on the European community for her exporthe midst of
such harsh realities, the basic aim of each countyhe south of the
Sahara is to bring about the economic growth tbatccprovide better
earning for the average African. It is obvious tiditica must attain
collective self-reliance through the most produetand efficient use of
her scare resources. Africa’s human resourcesfaneiands, minerals,
forests, water and all other resources have torbeght into effective
use to produce the best outputs for a continuotrgase in the income
per head and the quality of life of every persorofleimmed, 1993).
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The emerging trend in the world economy today isi¢av and relate to
the private sector as the “engine of growth”. Tole of the government
has been redefined as being limited to:

o Providing for justice, law and order and domesécusity which
are necessary for the achievement of individual eoporate
goals. In this context, the strengthening of thgislative and
judicial institutions and guaranteeing their indegeence should
form a critical aspect of any reform

o Formulating and implementing broad macroeconomicies to
guide the direction of the economy and to removeptaary
distribution.

o Establishing the regulatory framework to support earabling

environment for sustaining development. This reduce
compliance cost and makes it possible for all enuoa@ctors to
play by the rules of the game.

o Providing public goods and services (health caasideducation,
basic infrastructures) that the private sector witlt provide
efficiently and with equity.

In this connection, it is noted that even in arsash as education and
health where the case for government provisiorveswhelming, recent
experiences suggest that the private sector mag &awle to play if the
complementary roles of the government and privatetoss are well
response to private sector demands, has providedapgmopriate
enabling environment, incentives and desire pai®asures. But many
operators in the private sectors are not recipnogdty complying with
the rules of the game. That is why, for examplesegoment abolishes
tariffs on certain imports, lower excise duties diftdbans on imports,
yet these incentives will not be reflected in lovpeices. The Nigerian
situation contrast sharply with the successful sidpent stories of
Korea, Turkey etc., where successful performanaders/ed primarily
from initiatives taken by firms acting within a @stralised system and
in response to generalized incentives.

It is clear that at present, Nigeria does not haveatriotic and viable
private sector. The private sector is weak and do¢seem to have its
own momentum for generating growth and developméhné sector is
highly dependent on government policies and program for its
survival. This weakness indicates that Nigeria doeshave a viable
private enterprises sector which can support rean@emic growth
within the framework of a free enterprise systenmisTessentially
explains why the Structural Adjustment Programmgesto make the
desired impact in certain areas. In the light efabove, it is evident that
considerable role still exist with the public sedto Nigeria (apart from
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the traditional role). For example, the governmeihthe Organisation
for Economic Co-operation and Development (OECD)ntoes (which
by all standards are free enterprise economicspstgd the private
sector by providing adequate social and econonfi@structure, and
through the use of effective fiscal and monetarycps to complement
market forces in the allocation of resources. Toeeghments of Japan,
Korea and Taiwan, apart from performing the tradidl function of the
public sector have supported private sector engsapr whose
operations met certain performance standards ssickoand business
and financial management. The support of the U.BveBiment to
private enterprises covers a wide range of arecs &sl price supports to
farmers, financing of research and developmertenaigricultural sector
and tariff protection for industries. Infact, theSJin her golden age of
industrialisation was among the world’s most prbtegst countries.
Moreover, big business enterprises in the U.S. Hmeen regulated in
the name of free competition to protect the lessgrtul socio-
economic groups (Ukpong, 1993).

In particular, there is the need for the Nigeriasv&nment to maintain
the policy of guided deregulation already embarnkipdn in view of the
fact that at present the direction of the econoamnynot be totally left in
the hands of the private sector. As a corollarg, @overnment needs to
handle with caution the present privatisation aachmercialisation of
public enterprises. Commercialisation rather thaivatisation and
joint-venture arrangements may be better for soee ikdustries in
terms of maximizing general economic and socialefien For the
Nigerian public sector to be more able to meet ¢hallenges of a
growing economy, however, there is the need forenadfective public
sector management. As noted by the World Bank’snsent on public
sector management in Nigeria: Among the many reason the
country’s dismal development performance, the guali public sector
management is a critical one. The quality of pulsievice delivery,
including utility and infrastructure services, ramaappalling, thus
undermining Nigeria’s competitiveness. Much fedegdvernment
spending remains outside the budget process aotiieml mechanisms
have been incapable of halting unauthorized extidggbtary spending.
Public enterprises are badly managed and privatestors are still
subject to time-consuming regulatory processes.eReo military
coups, foiled or successful, and government reldsiffhave
characterised the development of the country sindependence and
have had substantial impact on the character anthgesnent of the
public sector.
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The country at present faces three interrelateeldpment challenges:

a. It has to establish a viable and stable macroecantvamework
to permit the resumption of real growth.
b. It needs to refocus its development thrust towapdserty

reduction. This would require the development oligees that
promote efficient and sustainable growth and tadepublic
intervention in basic social services

C. The need to reform public sector management throtigh
establishment of good governance and improvementhef
incentive framework for the civil service (World g 1996).

In relation to the third, the critical issues timsted to be addressed in
Nigeria are:

a. A lack of transparency in financial manageme#ich results in
part from the failure to follow statutory requiradcounting and
auditing procedures. Corruption and wasteful spends the
major reason behind the failure of the public seatoNigeria.
Bad policies are not as vicious in their effectstlom economy as
the stripes inflicted by corruption and waste (Cbgdl993)

b. Weak planning and budgeting procedures, which peowie
incentives for extra-budgetary expenditures and ek of
budgetary discipline (including rent-seeking a¢itds).

C. A non-responsive civil service, affected by poaffaig policies,
inconsistent personnel management and inadequadstives.

These according to the World Bank’s report (199@)stitute the first
order distortions that need to be dealt with asadten of urgency to
support the establishment of a meaningful insbnai capacity for the
formulation and implementation of development gebc In addition,

there is the need to define a clear philosophy fen rble of public

enterprises (PEs) in the economy. The obscene af auclear vision
has caused both commercial and non-commercial piges to be
similarly organised in terms of personnel recruninevage policy and
financial reporting. Moreover, there has been srigtl political

control over PEs the management of which is shrouidesecrecy
without clear and transparent guidelines as to si@titaken. Again
investment planning and execution lack proper apargrocedures
and disbursement strategies while the recent psatadn and

commercialisation exercise lacks transparency aisg$ ambiguities as
to the impact of the programme (World Bank, 1998)ere is therefore
the need to define the role of PEs in the on-gsimngctural reform and
to establish the framework for those enterprised #re to remain
within the jurisdiction of the public sector. Far appropriate allocation
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of public sector functions among the differentgief government and
the creation of a right balance of authority andocamtability between
the Federal, State and Local government.

SELF-ASSESMENT EXERCISE 3

Define the standard role of the government in nad@mmg the private
sector

4.0 CONCLUSION

We have both the organised and unorganised prigsatdor. The
organised private sector in Nigeria includes mostivéies in
manufacturing, mining, construction, commerce, fica etc. These
are usually coordinated under different organs suash MAN,
NACCIMA and NECA. The unorganized sub-sector com@nnostly
agriculture, housing, distribution, road transpodmall scale
industries, crafts, voluntary agencies, non-praffganisation and
miscellaneous activities of individuals. The prizaector in Nigeria
accounts for about 75% of GDP in the colonial ena &rst post-
independence decade and about 50% of GDP beformtifoeluction
of SAP. Also the sector contributed up to 50% ofdem sector
employment in the pre-SAP era and is the major mwf gainful
employment in Nigeria. The private sector domindkes consumption
component of aggregate demand in Nigeria. The selstributions of
private economic activities in Nigeria reflect tfect that the Nigeria
private sector is still heavily natural resourcesdxl. Agriculture is the
most important sector in terms of employment wimigustry accounts
for most exports. Manufacturing still accounts & little as less than
10% of GDP and less than 5% of exports. Its coutidn to
employment is also less than 6%. Another featutb@private sector in
Nigeria is the dominant and pervasive role of MDMN&tional
Corporations (MNCs). One very important implicatioof this
dominance is the marginalisation of indigenous rpmiges in the sphere
of direct productive economics activities.

5.0 SUMMARY

This unit is focused on the activities of the ptesaector. It reviews the
general outlook of the sector in terms of structwwemponents and
performance. It further highlights the major prahbe confronting the
growth of the private sector in Nigeria. On a finake the interventions
of successive government over time and the effedominance of the
public sector on the activities of the private segtere examined.
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6.0 TUTOR-MARKED ASSIGNMENT

Discuss fully the challenges and prospects of theag sector in
Nigeria
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1.0 INTRODUCTION

This unit as aforementioned in the last unit wdcéis on the public
sector, a counterpart of the private sector. Theomance of the public
sector cannot be overemphasized especially foraleethey play in the
provision of infrastructure and for the fact thaetgovernment is a
player in many sectors of the economy. The pub&cta will be

examined underthree distinct headings of antecedant structure;
evolution; forms and structure.

2.0 OBJECTIVES

By the end of this unit, you should be able to:

o Trace the history of public enterprise in Nigeria
. Highlight the necessities for public enterprisedligeria
o Discuss the forms and structure of public enteegriaNigeria

3.0 MAIN CONTENT
3.1 Public Enterprises in Nigeria: Antecedents an&tructure

The economic aspiration of any country {developel&veloping,
centrally planned or market-oriented}, is to sopa#ically and
economically transformed the economy and societynfiits current
state to a more desired state of socio- econonvieldpment in future.
However, doing this requires adequate efforts tmuece mobilisation
and allocation, particularly, with respect to th@duction, distribution
and consumption of public goods. Against the bamlagd of the need to
mobilise resources and also the fear, particularnyunder-developed
(developing) countries that the resources to beilieetl are scarce, the
Keynesian theoretical approach to economic transition proposes
large-scale involvement of the public sector inrexuoic development
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programmes especially in the post 1930 economicedsn period.
Perhaps, in consonance with this theoretical exposimost African

countries (Nigeria inclusive) under condition ofpital scarcity and

structural defects in private business organisatiand regardless of
ideological disposition, unavoidably, extensivelytilised Public

Enterprises (PEs) otherwise known as state ownegleises (SOESs)
for resource mobilisation and allocation, espegjainh the social

services and utilities sector within post World-Wdr period. From the
socio-political perspective, Ayodele (1996) conesiVEs (SOES) as:

“business enterprises affected with public intexedbear intimate
connection with the process of transportation, otbecio-economic
services and distribution, are under obligatioafford their facilities to

the public generally upon demand at fair and naefthhinatory rates,
enjoy in large measure, an independence and freddam business
competition brought about either by their acqusitiof monopolistic

status or by the grant of a franchise or certiedabm the state placing it
in this position”.

Examining this concept from its economic perspesjvlanzi (1984)
cited in Ayodele and Falokun (2005), perceivesit a

“Organization whose primary function is the prodoctand sale of
goods and/or services and in which government berogovernment
controlled agencies have an ownership stake thaffgient to ensure
their control over the enterprises regardless @ hotively that control
is exercised”.

A critical but careful examination of these conoeps show that the
issue of ownership, management and control of sbcsiness
enterprises reside in government in order to mbeenation to a more
desired state in future. Perhaps, against the bapkaf the foregoing,
Nigeria, for many decades up to 1986 when it adbgte World Bank
and the International Monetary Fund (IMF) endors8ttuctural

Adjustment Programmes (SAP), made fairly extensige of PEs,
(SOEs) for its resource mobilisation and allocati®he restriction of
the operation of PEs to the social services aritiegi sector may not be
unconnected with the multifarious socioeconomicbfgms which the
country was facing at the time. In fact, such peofd included:

o Inadequacy of basic infrastructure- electricity, tevasupply,
transport services, telecommunications etc.
o Dependence on subsistent agriculture.

. Inadequacy of capital resource=s
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. Weakness of the real economic sectors of the ecgnhom
particularly, the manufacturing sector.
o Technological under-development for a technologgakthrough.

The impact of these problems explain why in thespnee of a very
weak private sector in the country, PEs had to foeidht into playing
the leading role at least in the supply of soceiviees and utilities
(education, information facilities, water, elecityc telecommunication,
transport services etc.).

By the 1970s, the global economies had startedittwess a period of
commodity boom. In this regard, Nigeria derived sowindfall gains
from the sale of its crude oil. We may wish to tetaat the price of
crude oil rose persistently from about $2.00perddafpb) in1972 to
about $4.00pb in 1980. Production equally rose f@smillion barrel
per day (mbd) in 1972 to 2.5mbd in1980. With thedf@ll gain from
this boom, the economic activities of Public Entesgs (PEs) became
expanded beyond the orthodox domain of social sesvand utilities
and spilled to agriculture, manufacturing, minitognking, insurance,
commerce and so on. By about the mid-1980s, tla moimber of PEs
at the federal level alone had reached about 6Q6rmrses while
smaller ones at state and local government lexadsréached about 900
enterprises, some of the PEs at the federal lectlde:

J National Electrical Power Authority (NEPA), a mergé the
Electricity Corporation of Nigeria (ECN) and Nigddams
Authority (NDA) for the development of electricitgsources.

o Nigerian National Petroleum Corporation (NNPC) whic
metamorphosed from the Nigerian National Oil Compan
(NNOC) for the development of crude oil resources.

o Water Corporation of Nigeria for the development wéter
resources.
o Nigerian Railway corporation (NRC) and the NigeAaways

Limited (NAL) for rail and air transport servicagspectively.

o The Nigerian Postal Services Limited (NIPOST), atite
Nigerian Telecommunications Limited (NITEL), for gtal and
communication services, respectively.

o Eleven river basin development authorities for dexelopment
of agricultural resources.
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In specific terms, PEs economic activities by théd-m80s had
incorporated economic, activities such as:

Banking and insurance.

Oil prospecting, exploration, refining and markgtin
Cement, paper and steel mills.

Hotels and tourism.

Fertilizer plants.

Motor assembly plants-Peugeot Volkswagen cars.
Rail, sea, air and land transportation.

Agriculture via the river basin authorities.

The expansion of the PEs economic activities beyisdorthodox
domain had some financial implication which did notate any
financial problem at that time because of the pasiimpact of the
windfall gains from the commodity boom of the peélrién fact, by about
1980, an increasingly dominant PEs sector had esdergith the
expansion of the PEs sector so much so that therskead started to
account for about 50percent of the GDP and aboyer6gnt of the
modem sector employment in Nigeria (FRN 1988).

In the mid-80s, about N36.465 billion had been sted in PEs at the
federal level alone in terms of equity holding,dband annual grants or
subventions. Consequent upon the negative impacthef rate of

inflation on asset valuation, the Technical Comeeiton privatisation

and Commercialisation (TCPC), the national bodyald&hed to

oversee the Commercialisation and PrivatisationgRimmes now

Bureau for Public Enterprises (BPES) on currenglle¥ assets valuation
had revalued this investment at about N500billigiCcPC, 1993). In

addition to this investment level, government hadially expended

about 40% of its fixed capital expenditure and mtiven 30% of its

recurrent expenditures on these PEs annually ®mthintenance and
sustenance of their activities. Besides, the producosts of these PEs
were greatly subsidised in order to make for lowffaof the produced

products and services. For example, governmenidiabson electricity

supplies ranged between 35-52% up to 1986 whenvgasPadopted.

3.2 The Evolution of PEs: Socio-Economic Justificain

The evolution and sustenance of PEs in Nigeria viiased on some
development motivating factors which were not prifgaideological.
This explain why the second National DevelopmerdnPI|1970-74,
perceives PEs as companies which can be seen astamipinstrument
of public intervention in the development procelssthis regard the
motivating justification as noted in Second NatioBavelopment Plan,
1970-74 include:
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o The stimulation and acceleration of economic dgualent under
condition of capital scarcity and structural defeat private
business organization.

. The need to avoid the danger of leaving some semsiéctors of
the nation economy to the whims of a weak privaig® which
was the direct, indirect or remote control of fgreilarge scale
industrial combines.

Rooted in these broad justifications are:

o The need to make provision for some basic senatedfordable
prices; The need for a rapid socio-economic transébion;
o Bailing the private sector from the risk and unamties

associated with the capital intensive projects dohkwith the
provision of social services and utilities.

. The prevention of some crucial sectors of the magoonomy
from the dominance of foreign private entrepreneurs

In pure ideological terms, the justifications fasing PEs to motivate
national development are couched under the follgwirguments:

o The skeptism about the efficiency of the markettesys to
manage and allocate resources effectively for natio
development (Samuelson, 1983: Galbraith, 1978).

o The limitations of the price system which can ohby checked
using regulatory devices (private activity, regulaf
subsidization and strict control).

o The cut-throat advertising and other promotiondbréfof the
private sector to induce people to purchase mock raare of
goods of marginal significance at the expense ofatservices
and utilities that are development- oriented.

o Seeing the price system as a mechanism which iagateercion
via the allocation of goods to those who can affoheir
equilibrium prices only (Samuelson, 1983).

o However, in spite of the foregoing justificationshieh are
basically more ideological than socio-economic,ithpact of the
global economic crisis of the 1980s on the Nigegdaonomy and
society has exposed the weakness of these jutitisa

The exposure has reflected in:
I. Creating a precarious fiscal posture which couldt no
accommodate the inefficiency of PEs; and

. Creating some financial problems which made iticlift to
retain the mechanisms for maintaining the PEs secto
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3.3  The Public Enterprise Forms and Structure

It may be recalled that the economic activitiesP&s cut across the
entire sectors of the economy in Nigeria. To allfow effectiveness,
their formation and organisation take differentnist In this regard, the
following forms existed in the country:

i Public Utilities

These are enterprises producing some hard corastricture such as
electricity, water, telecommunication and transpsdrvices. Such
enterprises whose economic activities are reladethé production of
the foregoing strategic products and services wezated under specific
Ordinances, Parliamentary Acts or Decrees. Withsdaheegal

instruments, enterprises in these categories aremgbed from

competition, being conferred with the monopoly wsat These

enterprises are usually defined as public corpamatauthorities.

Examples are NEPA, NIPOST, NITEL, NRC and the likes

ii. Central Institutions

Enterprises under this form are expected to geblwed in the
production of some specific economic functions whare basic and
strategic to the effective fiscal and financial @gti®ns in the country.
Such enterprises are usually established using eziadplegislative
procedure. Few of such institutions are the Cerahk of Nigeria
(CBN), NICON, and The Mint.

iii. Incorporated Companies

There are some enterprises in which governmenbeariassified as the
sole/partial beneficial owners. Such enterprises expected to be
incorporated under the 1990 Company and Allied dtatDecree. Such
enterprises are defined as incorporated enterprsiesm). An example
is the Flour Mills of Nigeria.

V. Special Legislature Enterprises

Given that the economic activities/services of saneerprises are of
special nature, their establishment are usuallyettalen under special
legislation to allow for the performance of suchndtional duties as
health and educational services in which a courdrydevelop hospitals
and universities respectively.
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V. Non-Civil Service Enterprises

In some cases, there are some economic activities of great

importance to national development. Such activiteslld be either
outside of the utilities and the civil service amisterial departments.
When such companies are established, they aredesjaas created
outside the civil service as departments of mimstr Example is
Government Coastal Agency and Inland Waterwayss important to

note that each of the foregoing varying economitnfdations has its
own independent Board of Directors or Managemerdr&8do initiate,

formulate and supervise the enterprises operatitigigs. However, the
Ministry of Finance Incorporated (MOFI) constitutédbe holding

company of all government investment within andsalé the country in
terms of government’s participation in these vagyemterprises. That is,
MOFI centrally invested in enterprises on behalgo¥ernment. In this
regard, it maintained full documentation of suchestments in equity
or loan.

We may wish to note, however, that consequent upecent
developments with respect to the advent of selbanting status of
ministries, some ministries hide under the statasniake direct
investment joint venture in enterprise without kmowledge of MOFI.
In fact, in some cases there might be no propeumeatation of such
investments.

Given the foregoing forms of PEs, it was importéortthem to aspire

for success. Thus, to ensure their success, ea&chfdhis PEs as earlier
noted had its own independent Management and adBydDirectors of

Management to initiate policies. However, the aatop of PEs was
constrained by their attachment to supervising stii@s. This suggests
that PEs enjoyed operational autonomy within theté imposed by the
supervising ministries using the civil service alars. This further

suggests that although PEs were not usually gibenftee hand to
taking business decision (investment, operatioiciny, projects etc.)

which supervising ministries often impose on théhe PEs managers
remained accountable for the performance of thenbss.

However, the ownership structure of PEs in Nigerig, framework
allows the Ministry of Finance Incorporated (MOFa) stand in for the
Federal Government in terms of holding all governtriavestment. In
this regard, MOFI performed the under listed fuorasi:

i Collection of all interests and dividends on belsélfjovernment;

il. Monitoring investments within the context of thetaddished
objectives;
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iii. Maintenance of proper adequate and accurate recofds
government investments and custodian of shareficatés and
loan agreements;

V. Provision of guarantees where/when called upon emalb of
government; and

V. Advisory role to ministries on Board representation

Although these functions were anticipated on papewever in practice
it was different as many ventures were arranged @Eadnent made
without the knowledge of MOFI. Thus, MOFI is expattto be
deficient in terms of appropriate knowledge of kel of investments.
However, whatever the level of investment and githa efficient
operation of PEs, they are currently being priwatisinder Nigeria's
deregulation policy. The success of the policy rpagbably create a
new economic structure for the Nigerian economye @etails of the
privatisation of PEs will be broadly discussedha hext module.

4.0 CONCLUSION

From the socio-political perspective, Ayodele (1p@®nceives PEs
(SOEs) as business enterprises affected with publierests, bear
intimate connection with the process of transpmmat other socio-

economic services and distribution, are under akibg to afford their

facilities to the public generally upon demand air fand non-

discriminatory rates, enjoy in large measure, adependence and
freedom from business competition brought abouheeitby their

acquisition of monopolistic status or by the grafta franchise or
certificate from the state placing it in this pomsit The issue of
ownership, management and control of such busieetssprises reside
in government in order to move the nation to a nuesired state in
future. Some of the federal level includes NEPA,RON NRC, NAL,

NIPOST, NITEL, and River Basin Development Authiest The

justifications for the establishment of PEs :atee need to make
provision for some basic services at affordableqsjthe need for a
rapid socio-economic transformatidsgiling the private sector from the
risk and uncertainties associated with the capi&tnsive projects
linked with the provision of social services anditigs; the prevention

of some crucial sectors of the nation economy ftbe dominance of
foreign private entrepreneurs. PEs are categongeéublic Utilities,

Central Institutions, Incorporated CompaniesSpecial  Legislature
EnterprisesNon-Civil Service Enterprises.
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5.0 SUMMARY

This is the last unit in this module. Here, we expéd the antecedents
of public enterprises in Nigeria. We further higjhiied the rationales for
setting up public enterprises in Nigeria while wiscdssed various

categories and structures of public enterprisesigeria. The details of

privatisation of public enterprises in Nigeria wik discussed in details
in the next module.

6.0 TUTOR-MARKED ASSIGNMENT

Discuss in details the structure and function ofy @awo public
enterprises in Nigeria.
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MODULE 4 GOVERNMENT PLANS, POLICIES AND
PROGRAMMES

We have successfully discussed the enough of tlgorse of the

Nigerian economy starting from independent disarssi of the

agricultural, industrial and infrastructural sestoto heterogeneous
discussion of the trade and commerce, buildingyapei and public

sectors. Our focus in this module is to attemptigary look into some
important plans, policiesand programmes of the gowent over time.

You will recall that in the prerequisite course EQQ6, we examined
some plans policy and programmes such as firsbuah development
plan, indigenisation of economic activities, SAFEEDS and NAPEP.
This module is a continuation of such examination.

As we have in the last module, this module consi$téour separate
units though not mutually exclusive of one anotlvben view from the
angle of interdependence of economic policies aodrammes. At the
end of this module, you will have been acquainteith ihe much

celebrated and on-going privatisation programmaeu ¥al also have an
insight into the monetisation programme in the seconit. Similarly,

you will be introduced to the design and componeitgision 20:2020
in unit three while a dedicated discussion will beade of the
Millennium Development Goals (MDGS) in the lasttuni

Unit 1 Privatisation and Commercialisation
Unit 2 Monetisation Policy

Unit 3 Vision 20: 2020

Unit 4 MDGs

UNIT 1 PRIVATISATION AND
COMMERCIALISATION

CONTENTS

1.0 Introduction
2.0  Objectives
3.0 Main Content
3.1 Background Information on the Privatisation
3.2  Objectives of Privatisation
3.3  Conceptual and Theoretical Framework of Pisasibn
3.4  Privatisation Programme; Institutional Arrangmt and
Implementation Procedure
3.5 Socio-Economic Impacts of Privatisation Palidjerits
and Demerits 3.6 Moving the Privatisation Programme
Forward
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4.0 Conclusion

5.0 Summary

6.0 Tutor-Marked Assignment
7.0 References/Further Readings

1.0 INTRODUCTION

Since the 1980s, government overtime has lamehiednagnitude of
government expenditure most of which the publict@etakes the
largest share of this expenditure burden. The &itrac Adjustment
Programme as well as National Economic Empowermant
Development Strategy have advocated for reducedrgawent spending
and a private sector led economy. In the lighthod,tprivatisation and
commercialisation has become the order of the dlagvar the world.
Incidentally, the privatisation programme is brgadimed at improving
operational efficiency of public enterprises (PEall subsequently the
improvement of public finances through institutibreforms in the light
of Nigeria’'s fiscal imbalances. Hence, this unidedicated to a detail
discussion on the objectives of the privatisatiorogpamme, the
conceptual basis and its implementation procedurdigeria. The unit
also covers a discussion on the merits and demefitgrivatisation
while suggesting a way forward for the programme.

2.0 OBJECTIVES

By the end of unit 1, you should be able to:

o State the objectives of privatisation

o Define the types and concepts of privatisation

o Describe the institutional arrangements and approdc
privatisation in Nigeria

o Evaluate the privatisation programme in Nigeriahwat view to

suggest remedy measures
3.0 MAIN CONTENT
3.1 Background Information on the Privatisation Poicy

Theoretically, and empirically, too, socio-economaevelopment
revolves around the issues of the character, steicpattern and the
evolution of desirable inter-personal relationspobduction, allocation
and the utilisation of resources. It is therefor@ortant to note that in a
country’s quest to optimally develop and manageaitailable primary
resources, equitably allocate and effectively sgilsuch resources and
subsequently put economic development under walicyponakers,
economic planners, researchers and professioriids, iaespective of
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ideological differences, usually propose effectemnomic regulation
or deregulation, depending on the prevailing s@ionomic conditions.
The primary focus of economic management througlon@mic

regulation or deregulation is economic developmeior the

improvement of the quality and standard of living tbe populace.
Against the background of the foregoing perceptionany countries
(industrialised, developing and even centrally pkd), regardless of
ideological disposition, have currently embarked @tonomic

deregulatory devices to attain effective economianagement and
consequently economic development objectives. lis thegard,

economic deregulation constitutes one major pollegiimark of

government’s efforts at restructuring of the ecoworarticularly in

some countries, the strength of this economic neitiog is reinforced
by legislatives acts, ordinances or decrees. Famele, in Nigeria, the
privatisation policy has it basis from Decree Nod?®ctober, 1988.

As at December, 2000, the total liabilities of tyirnine public
enterprises were in excess of N1.1 trillion witrc@oulated losses of
N92.3 billion. It is estimated that successful goweents in Nigeria had
invested up to N80O billion in public enterpriseg Bnnual returns have
been less than 10 percent. In the same vein, l@akitguf service, non-
alignment of supply to demand and negative mudipéffects on the
economy of their poor performance became a causediaocern. It is
important to note that the deplorable economicasiten in Nigeria has
culminated into huge external and internal debitspmic fiscal deficit
(imbalance); and serious economic decline; all atradbundant primary
resources. Against this background, the privabsapolicy has been
proclaimed a viable alternative to save the cotmtegonomy from this
deplorable condition.

SELF ASSESMENT EXERCISE 1
State the rationales for the adoption of privaksapolicy in Nigeria
3.2  Objectives of Privatisation

In addition to legalising the privatisation policym Nigeria, the
commercialisation and privatisation Decree (FRN,88)9 specially
defines the objectives of privatisation as:

I. The rationalisation and restructuring of the lpubector to lessen
the dominance of unproductive investments and ¢deation of
enterprises budgetary burdens;

il. The re-orientation of enterprises towards a newizbar of
performance improvement, viability and overall i@éncy,
relying on the private sector;
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iii. The ensurance of the realisation of positive returon
investments in enterprises;
Checking of the absolute dependence on the tredsufynding
by otherwise commercially oriented enterprises asd
encouraging their approach to the capital maeded,

iv.  The initiation of the economic into the procesgEdual cession
to the private sector in all economic activitiehieh by their
nature and type of operations are better for theafe sector

entrepreneurs

V. The creation of favourable investment climate fothblocal and
foreign investor

vi.  The reduction of the magnitude of both internal andernal
debts

vi. ~ The provision of institutional arrangements and rapenal

guidelines that would ensure the gains of priasit;n and
commercialisation are sustained in the future

SELF ASSESMENT EXERCISE 2

Which of the objectives stated above do you comsiuest relevant?
3.3  Conceptual and Theoretical Framework

Privatisation conceptualised as:

“The transfer of government-owned share holdingemterprises to
private shareholders, comprising individuals angborate bodies (FRN.
1988)".

By this conception, government would restrict itseid its agencies to
the maintenance of law and order. That is, irrespeof whatever PEs
could be producing utilities, social sevices (drestgoods) they would
be privatised so much so that government wouldoeatngaged directly
in the production of goods of and/services. Howgevender the
privatisation scheme several scenarios of the progre exist for the
attainment of economic efficiency. In fact, the BRoemist 1993),
identifies about 57 varieties of the privatisatiprogramme. By these
varying forms, privatisation covers sub-contractingranagement
contracts, lease, concessions as well as buildratepeand transfer
schemes which entail the introduction of competititendering,
deregulation and the establishment of surrogateketsmrwithin the
public sector organizations (Jerome, 1999).
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Privatisation and Comercialisation Policy is a f#puonged programme
of:

I. Partial Commercialisation- where an enterprise was expected to
operate in a way to cover at least its operatirgiscfsom its own
sources, Balance could be provided in form of ehgains but
on a justified basis.

il. Full Commercialisation- wherethe affectedpublic enterprises
were to be operated as a fully commercialised pnga, setting
its prices appropriately so as to operate at aitpr8uich an
enterprise was not to receive any government suiorenand
could raise its necessary investible fund througpital market,
but would still remain 100% government owned.

iii. Partial Privatisation- where the government sells only a
proportion of its equity interests.

V. Full Privatisation - where there would be full divestiture (selling)
of all government equity interests.

SELF ASSESMENT EXERCISE 3
Differentiate between Full Privatisation and Fui@mercialisation

3.4  The Privatisation Programme: Institutional Arrangements
and Implementation procedures

There is need to establish autonomous institutiomsoversee the
privatisation programme, there are various adnetist approaches for
putting such agencies in place for effectivenesbred of such
administrative approaches are:

I. The Decentralized Methodology

Under this approach, the former PES’ supervisorynistiies or

government agencies form the membership of thatutisn of the

involvement of these former ministries in the pis®s of privatising
PEs in their jurisdiction, the approach is taggeddecentralized
methodology. This approach is couched under thenasison that these
former ministries known and understand the openatibthe PEs under
their jurisdiction better than any other institutioHence, privatising
such PEs under their supervision would be easy.

il. The Treasury Methodology
This is a centralised approach which rests on tiggc|of using the

relationship between the Ministry of Finance (MCHfid the National
Treasury (NT) to oversee the implementation ofghegramme. Under
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the assumption that the MOF oversees the operatbrike NT, the
finances of PEs subsequently emanate from thisstrynilt is therefore
assumed that under this connection, the MOF andNiheon behalf of
government, would be able to institutionally adrsiar the privatisation
programme very well. Thus, given the involvementtiogé NT, this
approach is tagged the treasury methodology.

iii. The Independent Focal Point Methodology (IFPNV

Under this approach, an autonomous institution dsed via the
selection of natural and independent professiorm#icy-makers and
experts on their individual merits to constitutee tieentral/national
programme supervisory institution. That is, thipach does not rely
on Public Enterprises (PEs) — related bodies foogmmme
implementation. Rather, it considers the establestitnof a neutral and
independent central institution with high degreawatonomy to plan and
implement the program. This approach assumeshbatdutrality of the
emerging institution would make it accountable omdy the highest
political authority and would be independent of tbeil service.
Technically, the autonomy of this institution, dexd from its neutrality
with the PEs and the ministries, makes this appréacstand out as the
best to oversee the planning and execution of thgafsation
programme.

The Nigerian Approach

Perhaps, given the merits of the IFPM over the rothethodologies,
Nigeria adopted this approach to establish its mieeth Committee for
Privatisation and Commercialisation (TCPC) as antoraamous
institution to oversee the privatisation and conuiaization programme
in the country. The legal status of the TCPC entkrfgem the Decree
No.25 of October, 1988. However, under Decree Nbof7 1993, the
TCPC was reconstituted and named the Bureau folicPEhterprises
(BPEs). Beside the TCPC, now BPE, the Nigerian govent
recognised early enough, the seriousness of thetimegonsequences of
the arbitrariness of the tariffs of the productd aarvice of affected PEs.
Further, the Nigerian government also recognisexl rieed to allow
tariffs to appropriately reflect the level of ine®nt and to also match
the quality of service. Against this backgroundygomment by decree
No0.104 of 1992 established the Utilities Charges@ission (UCC) as
a tariff regulatory independent institution. The ©€ regulatory
functions became necessary under the need to expamakestic
production for industrial growth, greater plantpa&eity utilisation and
the reduction of the rates of inflation and unergpient in Nigeria.
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Technically, there are about five theoretical apphes for getting
public equity shares disposed under the privatinasicheme. The five
modes adopted in Nigeria as presented in are:

I. The Public Sales of Share (PSS)

The PSS method, effected through the Nigerian abpitairket, enables
enterprises with the required qualities to be oa Miigerian stock
Exchange. Such qualities required for listing unttee PSS method
include:

a. Having clean record of profitable operation forefiyears; and
Having a good history of dividend payment, usualbt below 5
per cent for 3 years.

In Nigeria, the TCPC privatized 35 PEs via thisraagh and also sold
more than 1.5 billion shares to private individualsd associations
throughout the country as at 1995.

ii Private Placement (PP)

Some PEs have small government holding which wéfiewdt for the
TCPC to persuade shareholders to take up undeble ifer of shares
when such PEs qualified for the listing requirersenf the stock
exchange. Besides, there could be some minor cakege the full
potentials for listing are yet to be exploited. @ndhis situation, there
could be hope that they would be nurtured for a feave years. Given
these conditions the PP approach was be appliedNideria, seven
enterprises were privatised using the PP methogolog

iii The Sales of Assets (SOA)

Some PEs could have unimpressive track recordsewthiir future

outlook could be hopeless. Under these conditiaicy $Es would not
feature under the PSS or PP because of the noegsass of the listing
requirements. In this regard, such PEs would hiagie assets liquidated
and sold piece-meal through public tender. The shle8 PEs out of 26
PEs was handled by the Federal Ministries of Adtuca and Transport
before the establishment of the TCPC in 1988.

V. Management Buy Out (MBO)
Whatever the economic conditions of any enterprises organising

institution can decide to sell the entire affectedterprise or a
substantial part of its equity capital to the waskdn this regard, the
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reorganisation and management of such enterprisegddwpurely be
those of the TCPC under the MBO approach in Nigeria

V. Deferred Public Offer (DPO)

In spite of the awareness of PEs inefficiencys itsually assumed that
some of them could be considered viable. Under ghigation, selling
such PEs by equity shares may lower the anticipegeenue therefrom
than the real value of the underlying assets. Gives situation, the
DPO approach could be adopted to revalue the aasdtsubsequently
negotiate, on a willing-buyer/willing-selling basi price that is more
reflective of the current value of the affected REsets. Nigeria adopted
this approach on the condition that the new owmessld sell not less
than 40% of the equity to the Nigerian public withive years of the
takeover. In fact, four hotels were privatised ingétia using this
approach.

Table 4.1.1: Privatisation by Modes in Nigeria on 8ctoral
Classification

PSS DPO PP SOA MBO
Insurance 13 - - - 1
Banking 9 - 1 - -
Manufacturing 10 - 6 6 -

Petroleum Marketing 3 - - - -

Tourism/Hotels - 4 - - -
Transport - - - 2 -
Total 35 4 7 8 1

Source: TCPC, 1993

The 1994/97 Period of the Second Phase of Privatigan in Nigeria

Admittedly, the privatisation programme in Nigestarted with great
enthusiasm on the parts of government and theeelNtgerian populace
in 1986 or thereabout. However, by the early 1938@sprogramme had
attracted a lot of criticisms due to some inademsacin the
implementation of the programme and the huge lossesrred by
government on its investments, besides, excepifdransport and the
postal services, a truly competitive market enwinent as envisaged in
the commercialisation and privatisation decree meathelusive up till
1994.
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Additionally, political and bureaucratic factorgntrary to expectations
reared their heads to create some setbacks inrivegtigation process,
particularly in the face of the considerable comtirsy that surrounded
the implementation programme. The pricing of somedpcts and
services (e.g. petroleum products) remained arpit@overnment also
noted some setbacks in the privatisation programwhizh probably
arose from some political and bureaucratic factassnoted earlier and
subsequently assumed that there were certain eisepwhich, if fully
privatised, would culminate in government disposwifgits assets at
giveaway prices. In recognition of the above lapsethe privatisation
programme, government decided in the best inteoéstountry to
suspend it at the end of 1994. In spite of thipeasion, the Federal
Government in its 1995 budget speech reaffirmedatamitment to the
PEs institutional reform. Thus, a new policy of taot leasing was to
replace the sale of shares in PEs as from Jant88f (FRN, 1995).
The leasing arrangement was to involve contradimgaenterprises to
both local and foreign entrepreneurs on as it wesis. In its 1996
budget statement, government indicated its intentio allow the
private sector entrepreneurs to invest and compatie the public
sector in the provision of utilities, particularlglectricity, transport
services and telecommunication whose enterprisese writially
commercialised. Not much was done within the 1985@riod in the
sphere of contract leasing arrangements. Howewer 998, Federal
Government budget statement, perhaps, in line tnénh spirit of the
Vision 2010 Report, finalized also in 1998 (FRN &89government
resolved to commence the privatisation programmevtave a private
sector-led Nigerian economy focusing more, spedliffc on NITEL,
NEPA and NIPOST.

Against the background of the criticisms and setbanf the first phase
of the programme, government expressed its detatrom to ensure
that the gains of the programme for the populadeveigh whatever
losses that would occur. Besides, it is anticipateat the programme
would be instrumental to the-evolution of a widersiness ownership
and also to the stimulation of the process of cditipe necessary for
the ensurance of efficiency. To this end, the ‘@didPrivatisation’, a
microeconomic strategy, was adopted to the negbécthe former
macroeconomic approach adopted in the first phase.

In this regard, the Decree No. 28 of May, 1999, wesmulgated to
provide a legal backing to the guided privatisatiprogramme. In
accordance with this decree, the National Counail Rrivatisation
(NCP) is at the apex of programme institutionalmfeavork for the
policy reactivation of the privatisation programnfedditionally, the
decree makes provision for the re-establishmenthef BPEs for the
implementation of the privatisation policies desidrby the NCP.
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SELF ASSESMENT EXERCISE 4

Which approach was adopted by Nigeria in the frsd second phases
of privatisation programme and why?

3.5 Socio-Economic Impacts of Privatisation PolicyMerits and
Demerits.

(@  Merits

The overall major economic impact of this improvernen the
entire economy according Obadan and Ayodele (18@8)de:

I The fairly wide spread equity share holding owngrsitross the
ethnic and income groups. This has probably latiécexpansion
of the capitalisation of the Nigeria Stock Excharfgpom about
N12 billion in 1989 to about N70.5 billion and N2®&illion in
1991 and 1996, respectively;

. The improvement of the market awareness of citizassthe
capital market becomes a preferred vehicle forstiment to
ensure wide spread equity share ownership;

The high price movement from the pre-policy basethe
process of allowing such prices to reflect themduction cost,
such that the privatised enterprises have conségugenerated
high capital appreciations to sustain businessabio@s;

iii. Enterprises’ significant turnover and profitabilishich allow for
self-sustaining operations; and

iv. Post policy increase of cash dividend pay-out aiuat863.6%.
Demerits

It is important to note that the privatisation prgme, just like any
other normal programme has its own peculiar probleim fact, such
problems are within the areas of the social, econopolitical and
ideological settings. They include, among sevetiais, the following:

The socio-political and ideological problems

It is important to recall that, conceptually, ptigation has ideological
connotations as theoretically revealed in the ata¥seo-classical and
liberal/neo-liberal expositions. In this regard, tbe programme
critiqgues, the policy could be seen as an impasitd international
capitalism which should be discarded. Besides,igqgdhe guideline to
the implementation of guided privatisation in thex@nd phase of the
programme in Nigeria, some of these critiques,rrigfg to the 40:40:20
equity structure for government, foreign entrepteaeand Nigerian
investors, respectively, see it ideologically, as way that the
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government’s 40 percent shareholding would prettemisubstitution of
private monopoly for public monopoly which might tnbe in the

nation’s interest in a market-oriented environméns therefore argued
that the equity structure, as planned, cannot fdeovprivatised

enterprises sufficient guarantees of freedom fratereal interference.
This may subsequently foreclose the prospectsfimiezit management
and worthwhile returns.

Inaccessibility to credit

In recognition of the impacts of the on-going eaoi crisis on the
populace, particularly, in Nigeria and also thecpreous financial and
fiscal postures therefrom, many prospective eggligreholders may not
seem to possess enough investible funds to prabess application
forms contrary to the expectation of government.rhBes, in
anticipation of this possibility, the Central Bamk Nigeria (CBN),
within the first phase of the programme, gave aedlive to all
commercial banks in the country to grant creditlitées to prospective
equity shareholders In spite of the appropriatereéshis directive; it
failed because only two banks complied with it.Hf2gs in recognition
of this failure, the Nigeria government statedhie second phase of the
programme under its recent guided privatisatioreswh that a Nigeria
Trust fund would be established to provide -credicilities to
prospective equity share holders. This recognitias further led to be
establishment of a shares purchase Fund aimee atrovision of credit
facilities to prospective shareholders.

Uncooperative attitude of some public officials

Under the privatisation programme, affected PEs l&vdoe insulated
from all ministerial controls and interference.idttherefore improper
on social, political and ideological grounds forsoofficials of the PEs
former supervisory ministries to misconceive thegpamme as a way
to reduce their power and thereby oppose it. Wisersach officials
would be less vocal in their opposition than thefgssionals, the
impact of their opposition could be devastating dramful to the
programme. For example, it could result in serigu®gramme
implementation delays which could paralyse therengrogramme.
These delays were noticed in the first phase focess.
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Problem of geo-political income-group spread

Contrary to the anticipation of government, thaee wsually imbalances
in equity shareholder distribution among income ug and geo-
politically. For example, inspite of the level ofvareness which was
heightened through publicity, the problems of inslpales in equity
share holder distribution among income groups ard-gplitically
were-unresolved in Nigeria. The emerging problentgerdfrom
aggravated the Nigeria tribal consciousness. Bssitheere is the fear
that it could worsen the already skewed incomeritligion against the
under-privilege and the poor. Efforts must be gedosvards equitable
spread among income groups and regions in the goast much as
possible.

Problems of Labour Retrenchment:

In most African countries (Nigeria, Ghana, Tanzardambia etc.)
where privatisation policy is adopted, labour usiohave usually
perceived the policy as anti-labour. This perceptiarises from

assumption that the privatisation of PEs would coéte in driving

restructuring which would inevitably result in magsretrenchment of
workers. In this regard, most labour unions usuafipose the adoption
of the policy in African countries.

The Fear of Fixing Arbitrarily High Prices

It is important to recall that under the regulatalyveloped devices,
prices of utilities and social services were stdielbw their production
costs. This explains why government adopted theidigation policy to

augment the established prices. However, with tiveafisation policy,

all forms of subsidies have been eliminated. Besi@dl affected PEs
are to be self-reliant, self-financing and selffsignt. There is
therefore the fear of high price movements arisiogh arbitrary fixing

of tariffs in PEs processes of allowing such pri¢esreflect their

production costs and have some mark-up to allowskdf-financing

operations.

SELF ASSESMENT EXERCISE 5

Weigh the pros and cons of the privatisation poiiciNigeria

3.6  Moving Forward the Privatisation Programme

It must recognised that if the private sector isnativate the economy

towards national development, government policiestrbe streamlined
to focus on the creation of an environment thatasducive to private
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sector initiative and activities via appropriatesnebowards this end, the
following policy issues may be considered for thiiament of the
goals of the privatisation programme:

Administration Controls

In order to facilitate the survival of the dominanaf the private sector
in its development motivating roles, all forms ofinmterial or
government controls must be removed. Legislatives Aardinances and
decrees favouring monopoly of power must be relaxgds would
allow for the free entry and exist of private epteneurs; privatisation
policy must be reinforced by liberalisation of a&tonomic activities
under the supervision of autonomous agencies. Woisld allow for
effective competition and efficiency in operations.

Self-Reliant Private Ventures

The private sector operators require reappraishegnselves of the
basis for successful operations. Their current deépece of
government patronage must change. Besides, in rmoases, the
business ventures currently have no value-addeelsélanomalies may
have to be removed with an effective business @aned at the
removal of all traces of parasitic economic bahavir self-reliance.
The private sector operators should strive to ifierthe necessary
strength for coping with the demand of the new rnatrkriented
environment.

Effective Trade Liberalisation

In order to allow the private sector to survive it bid towards
championing economic development, trade liberabsatmust be
reinforced by appropriate international politicaipldmacy. This is
necessary because international commodity priceignore or less
currently determined by geo-political factors ratliean by the free
interplay of market forces. This fact becomes recsed if it can be
noted that bilateral economic relations, are ingiregly becoming more
meaningful and sustainable between the south-sthath north-south
economies.

Operational Framework
The public sector should be pre-occupied with issukaws and order
which would make the privatisation programme thrikespite of its

ideological undertone. Under this framework, goweent should
establish an operational framework couched underestablishment of
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the legal, social, economic and competition franwpo the processes
of production, management and allocation of resesirc

SELF-ASSESMENT EXERCISE 6

Apart from the aforementioned suggestions in movtre privatization
process forward in Nigeria, what other optionsarailable?

4.0 CONCLUSION

Owing tohuge external and internal debthronic fiscal deficit and
serious economic decline occasioned by the inéfecproduction
efficiency of the public enterprise, the privtigatipolicy has become an
imperative integral policy of the developing econesnsuch as Nigeria.
The Objectives of Privatisation include among cdhibye rationalisation
and restructuring of the public sector to lessea tlominance of
unproductive investments and the reduction of @niges budgetary
burdens;The reorientation of enterprises towardsew horizon of
performance improvement, viability and overall efncy, relying on
the private sector andChecking the absolute depeeden the treasury
for funding by otherwise commercially oriented epteses.
Privatisation and Comercialisation Policy is a fpuonged programme
ofPartial Commercialisation, Full Commercialisation Partial
Privatisation and Full Privatisation.The Nigerian onCept of
privatisation is a guided type with the Independéfdcal Point
Methodology as the underlying approach. Enterprisese privatised
through the Public Sales of Share, Private PlacemBEme Sales of
Assets, Management Buy Out and Deferred PublicrOffiggeria has
gone through different phases of privatisation witie following
accumulated benefits:fairly wide spread equity shaolding ownership
across the ethnic and income groups which hasolédet expansion of
the capitalisation of the Nigeria Stock Exchangeprovement of the
market awareness of citizens; The high price moverfrem the pre-
policy bases, in the process of allowing such grite reflect their
production cost, such that the privatised enteegrisave consequently
generated high capital appreciations and turnot@rsustain business
operations. However the programme is still largelgstrained by socio-
political and ideological problems, Inaccessibilitfo credit,
Uncooperative attitude of some public officialsoBlems of Labour
retrenchment and the fear of fixing arbitrarily inigrices among others.

5.0 SUMMARY
In this unit, we commenced our discussion with theaning and

objectives of privatisation programme. This waslolwed by a
discussion on the theoretical basis of privatisatand the general

136



ECO 247 MODULE 4

institutional arrangement and approaches, espgdfal one adopted in
Nigeria. We finally appraise the merits and dersedf privatisation
policy in Nigeria and suggest ways of improving theogramme.
Monetisation policy is next on our discussion ia ttnmediate next unit.

6.0 TUTOR-MARKED ASSIGNMENT

What is your opinion on the ongoing privatisatiorogrammes in
Nigeria, how will it benefit the citizenry?
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1.0 INTRODUCTION

Since the attainment of political independence96Q, there has been a
persistent decline in productivity in the publiccke, marked by a
colossal increase in the cost of governance, iagutb a plethora of
policy prescriptions, to bail Nigeria from a statesuspended paralysis.
You will recall that both SAP and NEEDS called farreduction in
government spending and a private sector led ecgnoihe
monetisation policy is one of the measures of tinvegiment to reduce
the cost of governance, facilitate budgeting andigetary control;
minimise waste and abuse of public facilities, ob&avings for capital
projects, promote a culture of discipline and nmexaince, etc. This unit
attempts a critical analysis of the concept and pmments of the
monetisation policy. It also states the implicatiasf monetary policy
and gains from the monetisation policy againstiithekdrop of several
issues raised with respect to its implementation.

2.0 OBJECTIVES
By the end of this last unit, you should be able to
J Highlight the scope and components of the monédisgiolicy in

Nigeria
o Appraise issues in favour and against the mongiis@blicy

3.0 MAIN CONTENT
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3.1 Background to Monetisation Benefit in Public Sevice

Public and political office holders in Nigeria couvitand allocate the
public sector resources as well as influence tta@eur of all actors in
the society. Thus, as managers, and custodiansatainal resources,
these officers deserve to be appropriately remueerd they must be
efficient, productive, committed and transparentinge benefits and
allowances have always been an integral aspedteofdmuneration of
officers in the Nigerian Public Service right frotine colonial period.

These fringe benefits and allowances, from timdinee, have had to
undergo reviews depending on the exigencies ofithe. For example,
fringe benefits of public servants were monetisedh@ recommendation
of the Udoji Salaries and Wages Review Commissib@74). The

Obasanjo Administration adopted the monetisati@gg@mme following

strong representations by the Revenue Mobilizatidlgcation and

Fiscal Commission and after an intensive debatd@mrgument that the
nation is devoting over 60% of its revenue to Sostg recurrent

overheads, to the detriment of capital/infrastreadtudevelopment.

Consequently, Government introduced the monetisgirogrammes, on
the conviction that the policy will reduce to bdresinimum such

negative fiscal tendencies as waste and abuse hiic phacilities. For

instance, it cost Government lots of funds to amrtst purchase or rent
residential accommodation for public servants. kargmounts of

resources were occasionally spent on renovatiorintemance, and
furnishing of such accommodation, as well as onptnehase, fuelling
and maintenance of official vehicles for public\sets. It is on record
that many public servants maintained a fleet ot vehicles in their

offices and homes. Similarly, telephone, eleclyicind other utility

services in the official quarters of public sengannaintained by
government, were open to various forms of abusenaindse. One main
consideration underlying the implementation of thenetisation policy

is the desire to reduce the pressure on publicuress, arising from

government's involvement in the physical provisanfringe benefits.

We therefore attempt in this unit to discuss thiesees and challenge
within the Nigeria public sector, particularly umdéne 2003/2004

monetisation policy.

3.2  Monetisation of Benefits: Operational Conceptulgsation

Conceptually, the monetisation of workers’ benefierationally implies:
“the conversion of workers’ benefit previously madeailable in kind to
public officers into cash payment” (Yayale Ahmed)02). Included
among such benefits are the provision of free accodation and its
maintenance, furniture, transportation and chaufteiven vehicles for
top public office holders. Besides, others beingdpga cash include
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payments for utilities in the official residencegah subsidy, domestic
servants allowance, leave grant and medical allowam a reimbursable
basis. Incidentally, the 2003/2004 budgetary mea&bn programme
introduced some modifications which became effeetétiin the 2004

budget period. Under this modification, some of grevious benefits
become abolished, some few others become modift@te wnonetary

values are attached to others and are expecteel paid out to affected
officers based on their status. For example, exterent allowance for
senior public officer’'s is abolished while the cadtmedical treatment
which hitherto was being reimbursed, is henceftotbe paid out at the
rate of 10% of an officer’s basic salary. It is onf@ant to recognise that
this policy is effected within the purview of theamomic reforms in the
Nigeria economic system. Thus, it is to promoteatge convergence
between the planned objectives of the budget aediriplemented

outcomes with some rationales.

SELF ASSESMENT EXERCISE 1
Define the word ‘monetisation’
3.3 The Rationale for Monetisation and Suggesteddins

The central theme of the debate to eliminate cdiwapin Nigeria is
explained under the need to have some resourcevaéisas for national
development. The administration is determined taoarage the
evolution of wages and salaries structure in batkape and public
sectors that would make the war against corrugeasible and uphold
the dignity of labour.

Against the background of these pronouncementsoratminimum
wage had been raised while the monetisation pdlay been proposed
to guarantee a decent livelihood to Nigerians. Moaetisation of fringe
benefits can be perceived desirable from the fallgwimportant
dimensions:

0] Consistency with the on-going liberalisation pojicy

(i)  Consistency with the desire to empower officials aocate
incomes in accordance with preferences more liteeheduce the
tendency for impropriety, reduce corrupt practieesl enhance
efficiency in resources allocation and utilisation;

(i)  Making the full cost implication of governance txilitate more
effective assessment of the cost of governanag; an

(iv) Promotion of greater care of assets as non-motietisgends to
encourage  non-chalance, dependency syndrome and
unwillingness to leave office for fear of dramatimp in status
and living conditions after leaving office.
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SELF ASSESMENT EXERCISE 2

What factors accounted for the introduction of thenetisation policy
in Nigeria?

3.4  Scope and specification of Monetisation Policy
The application of the monetisation policy covers:
0] Political and public office holders and the iicidl officers

(i)  Civil servants
(i)  Public officers in the parastatals

Table 4.2.1: Suggested Hnge Benefits for Public anc
Political Office Holders

SINo Allowances (F;?fliiéii(;?é OfficialPublic y,4iciary
1. Housing * * *
2. Transport * * *
3 Insurance ~ Cover * *
Premiun
4, Children Education * * *
5. Outfit * * -
6. Personal Staff * * *
7. Constituency * * -
8. Leave Grant/Recess * * *
9. Robe - B, *
10. Medical * * *
11. Correspondenc - - -
12. Office Equipmer* - -
at the Constituency
13. Housing Furniture * * *
14. Official Cars * * *
15. Utility * * *
16. Entertainment * * *
17. Construction of Personal
Housing Units * - -
18. Winding Up Benefits * * *
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19. Post-Retirement Security
Allowance - - *
Source: Ayodele and Falokun (2005)

Note:* = Applicable - = Not Applicable
Some Components of the 2003/2004 Monetization Pglic

The monetization scheme as currently structuredpected to cover the
following aspects of the public workers benefits:

(1) Residential Accommodation

-GL 01-06: 50% of Annual Basic Salary
-GL O7-14. 60% of Annual Basic Salary
-GL15-17: 75% of Annual Basic Salary

(i)  Furniture

-GL 01-06: Nil
-GL 07-17: 200% of Annual Basic Salary in 5 Yearse.(40% per
annum)

(i)  Domestic Servants

-GL 15:1 Domestic Servant on HAPSS 03 Step 8

-GL 16-17: 2 Domestic Servant on HAPSS 03 Step 8
(iv)  Transport/Motor Vehicle Fueling and Maintenance
-GL 01-17: 25% of Annual Basic Salary

(v)  Motor Vehicle Loan

-GL 01-05: 100% of Annual Basic Salary

-GL 06-07: 150% of Annual Basic Salary

-GL 08-17: 200% of Annual Basic Salary

(vi)  Medical Treatment

-GL 01-17: 10% of Annual Basic Salary

(vii) Meal Subsidy

-GL 01-06: N6, 000.00 -GL 07-10: N8, 400.00 -GL 1£-N9, 600.00 -
GL 15-17: N10, 800.00

(viii)  Utility

-GL 01-16: 15% of Annual Basic Salary

-GL 17: 20% of Annual Basic Salary

(ix) Leave Grant

-GL 01-17: 10% of Annual Basic Salary

(x)  Driver

-GL 17: 1 driver on HAPSS 03 Step 8

(xi) Personal Assistance

- 25% of Annual Basic Salary for Political, Puldicd Judicial Offices
Highlights of the monetisation programme above intpht:
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Individual pay cheques will henceforth, include aibnetised

benefits of staff, such as- Housing, transportatigitities, etc.

o Employees are thereafter responsible for all thetpenses
including accommodation, transport, etc.; MinigrieExtra-
Ministerial Departments and Federal Government Agn
would henceforth purchase no new vehicles

o Government will no longer provide chauffeur-drivears to its
officials; rather, they will now use their persowahicles driven
by personal drivers, for private and official assigents. In
addition, the use of pilot vehicles and siren byitigal office
holders will be discontinued; and

J Government will no longer rent or build residentegdartments

for any category of political office holders or pgbservants,

except the President, Vice-President, Senate mRmsiéand

Deputy Senate President, the Speaker of the House

Representatives and the Deputy Speaker, as watheahief

Justice of the Federation

3.5 Issues in Monetisation Policy in Nigeria
3.5.1 Measures to Cushion the Effects of Monetisati

As a result of monetisation, many Government velisould be sold
off. Consequently, many drivers would invariablycome redundant.
Government, however, is not insensitive to the affsuch a
development may likely have on the individuals @yned and the
society at large. Hence, on the fate of excesshiin the system, as a
result of the new policy, the following steps wetggested:

o Those with relevant and adequate qualifications ldvobe
retained and redeployed appropriately

o Depending on the need, others will be deployed rieedstaff
buses under the Office of the Head of the Civilvider of the
Federation.

o Drivers who will not be deployed will be rationai but would
be assisted by the National Poverty Eradicatiogfmme, or be
allowed to buy one vehicle, out of the pool of esseehicles to
be boarded by the Ministries, Agencies and Extraidderial
Departments, subject to payment of the book valbiethe
vehicles in accordance with extant regulationssTikimeant to
provide a means of self-employment to the disendjayers in
line with government's determination to create mobs

3.5.2 Gains and challenges of Monetisation
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This policy is expected to have far reaching impat Government
planning, budgeting and discipline, and will pogty impact on our
national value system and ethics. The ramificatiohshe impact of
monetisation as a public policy reform can be tisis follows:

o Monetisation Policy will enable Government to gée ttrue
picture of what it costs to maintain a Politicalfi®é Holder, or
Public Servant, in office and therefore lead to enoealistic
budgeting and budget implementation; It is the mmtisparent
avenue for the disbursement of remuneration amgjdribenefits
from employers to employees

o Monetisation will curb the excesses of public dfig, as
Government will no longer provide chauffeur-drivears to its
officials. For example, unlike in the past, Ministeare now to
drive to office and back in their personal carghviineir personal
drivers; also the use of pilot vehicles and sifepngolitical office
holders will be discontinued

o The policy will correct the wrong public perceptioof
Government utilities such as telephone, electriaitg others, as
limitless resources which hitherto were used withlgawution

o The policy will stop the practice of providing arfidrnishing
official accommodation for public servants incluglipolitical
office holders, the only exception being the Presidthe Vice
President, the Senate President, the Speaker goutyD8peaker
of the House of Representatives and the Chief crugif the

Federation

o Unauthorised journeys at Government expense withimemised

. The policy will ensure equity in the allocationsufarce resources

o Public Officers will develop and imbibe a culturé aiscipline
and frugal use of public utilities

. The policy will encourage public officers to ownhieles, houses
and furniture, thereby assisting them to plan betbe their
retirement

. Overall, the Monetisation Policy will eliminate thteauma of

transition from public life to private, which saglyas resulted in
many Public Servants dying shortly after retirement

As stated by Ayodele and falokun (2005), monetsatian be discussed
meaningfully from two broad dimensions based onféihegoing:

(1) Employee reward system stemming from the concern fo
equitable reward for all categories of employees$icieht
allocation of scarce resources;

(i)  Resource management for effective resource utdisaiGiven
the above, the drivers of the monetisation poliey a
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a) the encouragement of public servant to own persasset
(houses, comfortable post-service life propere¢s.,);

b) the minimisation of wastes, misuse and abuse ofiqQub
facilities;

C) the reduction in capital, maintenance and runnosg;c

d) the production of the observance of maintenanceurmul
and discipline in the use of public utilities;

e) the reduction in the rent cost burden on government

f) the provision of a stronger base for the execubibmore
capital project from the conservation of resoumcenf the
policy process.

The implementation of the policy is supposed tayleual and should
be in phases to avoid getting the economy overteaighis regard, the
phases are as follows:

(1) Public office holders to be implemented in full begng with
the lawmakers from July, 2003

(i)  Civil servant to be partially implemented effectisteom 1st
October 2003, but actual payment commenced betWwsch
and May 2003, with the arrears still outstanding rirost
ministries.

(i)  Parastatals- yet to be implemented. However, obsens show
that some parastatals already have in place viaoleetisation
policy in various dimensions.

It is important to recognise that the non-unifogmitin the
implementation of the policy has already sown ceitin and distrust.
The policy implementation does not seem to aligtihwhe formulation.
It would have been easier and better implementethatle gradual
experimenting with one item which could be for fgears to perfect
before jumping to another item learning from prergicexperiences as
proposed for enterprises reforms under guided fsaton.

It is contended that, although, the objectiveshef policy may appear
laudable and splendid, the implementation impadtshe policy are
likely to be catastrophic if care is not taken. Tushioning measures of
the government to alleviate the adverse effect lid policy are
guestionable, insufficient, cosmetic and supeffiicianature. Inevitably,
it is likely to be more beneficial to the politicalass than the public
servants; compound societal problems, hence wpkith negatively on
productivity of workers. It is a contention thaetBustainability of the
policy, depends on the ability of the country totfthe cost, availability
of political will and popular acceptability of theffect of the policy
(Agba, 2003).
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4.0 CONCLUSION

Conceptually, the monetisation of workers’ benefierationally implies
the conversion of workers’ benefit previously mad®ilable in kind to
public officers into cash payment. Included amoughsbenefits are the
provision of free accommodation and its maintenanfieniture,
transportation and chauffeur driven vehicles fop tpublic office
holders. Others being paid in cash include paymfamtsitilities in the
official residence, meal subsidy, domestic servaltlswance, leave
grant and medical allowance on a reimbursable b&siage benefits
and allowances have always been an integral aspéoe remuneration
of officers in the Nigerian Public Service. Conseatly, Government
introduced the monetisation programmes, on the icbam that the
policy will minimise such negative fiscal tendersci@s waste and abuse
of public facilities. In addition, it encourageshbic servant to own
personal asset and reduce capital, maintenanceusmmihg cost. The
non-uniformity in the implementation of the polityas already sown
confusion and distrust. The policy implementatiovesl not seem to
align with the formulation. The cushioning measuwéshe government
to alleviate the adverse effect of the policy hdeen described as
guestionable, insufficient, cosmetic and supeffiicianature. Inevitably,
it is likely to be more beneficial to the politicalass than the public
servants, compound societal problems, hence wphth negatively on
productivity of workers if not properly implemented

5.0 SUMMARY

This unit exposed us to another important econgmicy in Nigeria,
the monetisation policy. We have successfully defithe meaning of
the policy while defining the rationale for its gdion. We also discuss
the components and scope of the programme whilghieg the gains
and likely challenges of the policy in implememntati Next you will
have the opportunity to know much about the regeidn 20:2020 plan
in addition to other policies you have learnt about

6.0 TUTOR-MARKED ASSIGNMENT

Argue both in favour and against the implementatioh the
Monetisation Policy in Nigeria.
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1.0 INTRODUCTION

One of the most comprehensive long term plan iemetime is vision

20: 2020 which synchronize the ideas in the pastgpand modify in line
with the current trend. A concise review of the meg and focus of
vision 20:2020 will feature in this unit. Moresbetrationale for setting
up the plan and the programme strategy will alsonfgart of our

discussion in the unit. A broad discussion on thategies to be used in
achieving vision20:2020 amidst various constraimils be featured in

this unit.

2.0 OBJECTIVES

By the end of this last unit, you should be able to

J Explain the meaning and focus of vision 20:2020
o State the rationale for vision 20:2020
o Discuss the implementation strategy of vision ZAR@
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3.0 MAIN CONTENT
3.1  Meaning and Focus of Nigeria Vision 20:2020 {20:2020)

Concept Nigeria’s economic potential is well redagd. It is the biggest
economy in the West African sub region. Given theuntry’s
considerable resource endowment and coastal loctiere is potential
for strong growth. Yet Nigeria has realised vetsldiof this potential.
Previous efforts at planning and visioning were sostained. The
history of economic stagnation, declining welfarel aocial instability,
has undermined development for most of the pagted@s.But in recent
years, Nigeria has been experiencing a growth taumal and conditions
seem right for launching onto a path of sustained eapid growth,
justifying its ranking amongst the N11 countriebe$e are the countries
identified by Goldman Sachs to have the potentaldttaining global
competitiveness based on their economic and dempbgraettings and
the foundation for reforms already laid.

The Nigeria Vision 20:2020 (NV20:2020) is Nigerialsng term
development goal designed to propel the countthedeague of the top
20 economies of the world by 2020. Attainment c# Wision would
enable the country achieve a high standard ofdivor its citizens. The
NV20: 2020 was developed by Nigerians for the Nayempeople and
involved a process of thorough engagement witlstakeholders across
all levels of government and society. The Visiorthisrefore, a rallying
point for all Nigerians, regardless of ethnicityplipcal leaning,
economic status, or religion behind a common caafselacing the
country on a sustainable development path and ftnanation into a
modern society better able to play a greater rotbé comity of nations.
The Vision was to be pursued through a series reeth-four year plan
which will further articulate the strategies, p@d&, projects and
programmes among other things.

The two broad objectives are to:

- Make efficient use of human and natural resaine achieve
rapid economic growth and;

- Translate the economic growth into equitablaéaatevelopment
for all citizens.

The development aspirations cut across four dinogissi

o Social - building a peaceful, equitable, harmoniarsd just
society;

o Economic - developing a globally competitive ecogom

o Institutional - having a stable and functional denagy; and
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. Environmental — achieving a sustainable manageroetie
nation’s natural resources.

SELF -ASSESMENT EXERCISE 1
What is vision 20:2020 desirous of?

3.2  Why Nigeria Needs NV20:2020

Nigeria has had a relatively long experience inefiggment planning
beginning with the Colonial Development Plan (19%%8). Fixed
medium-term development plans and National Rolilgns were also
developed and implemented with mixed results. Ogtietegic efforts
such as the Structural Adjustment Programme, Naktidfconomic
Empowerment and Development Strategy (NEEDS), thetegy for
attaining the Millennium Development Goals (MDGsidathe 7-Point
Agenda were not effectively implemented, and theesf recorded
modest success. Weak implementation of these gitatevelopment
initiatives has constrained the country’s growthd agdevelopment.
Another reason for plan underachievement and &sluvas lack of
political will to see the development strategy tigb to the end. Nigeria
has, therefore, adopted a long term approach telojement planning
and set for itself the goal of being among thea@dst economies of the
world by 2020. This is why it has chosen the foliogv vision
Statement:

The Vision Statement

rr

By 2020, Nigeria will have a large, strong, diversified, sustainable and competitive
economy that effectively harnesses the talents and energies of its people and responsibly
exploits its natural endowments to guarantee a high standard of living and quality of life to
its citizens.

L vy

In the context of globalization and the increasiagvance of Nigeria
as a leading emerging market economy, the need tédal
transformation of Nigeria through longterm develgmnmanagement
strategies has become compelling. Vision 20:202énhortant for the
following reasons:

. Need for Nigeria to plan development on a long-tdrasis in
order to achieve  structural transformation;

e Need to reduce the country’s overdependence on oil;

o Need to effectively transform the lives of Nigesaim terms of
significant improvements in their standards wihig; and

o Need for the country take its rightful position amgahe nations
of the world.
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SELF -ASSESMENT EXERCISE 2

What is the essence of Vision20: 2020 plan?
3.3  How Will NV20:2020 Transform the Economy?

The NV20:2020 offers strategies towards realizingea’s potentials
and her emergence as one of the 20 leading glaoedoenies in the
world by 2020. The specific actions to be takenthat direction
include:

o Urgently and immediately address the most serioustcaints to
Nigeria's growth and competitiveness;

o Aggressively pursue a structural transformationthef economy
from a mono-product to a diversified and indudizexd

economy;

o Investing in human capital to transform the Nigenmeeople into
active agents for growth and national development;

o Investing in infrastructure to create an enablingimnment for

growth, industrial competitiveness and sustaindblelopment;

Fig. 4.3.1 and 4.3.2 respectively summarises tlegatvframework and
strategic directions of NV20:2020. The strategy haslear focus and
seeks to involve the people actively in pursuanceconomic growth
and development activities and enable them shdie ifuthe benefits
therefrom.
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Fig 4.3.1: Overall Framework for Vision 20:2020

- The Pillars- Straregx Qhiaamves

Eradicate extreme hunger and poverty
Enhance accessto quality and affordable healthcare

‘Guaranteeing the Provide sustainable accessto potable water and basic sanitation
productivity and provide accessible and affordable housing
we of the Build human capacityfor sustainable livelihoods and national development
e Promote gender equality and empower women
Peopl Improve accessio micro-credit

Foster a culture of entertainment and recreation for enhanced productivity

The Vision: A large,
strong diversified,
sustainable and
competitive economy
that effectively
hamesses the talents
and energks of its

Stimulate primary production to enhance the competitiveness of Nigeria's real sector

increase production of processed and manufactured goadsfar export Stimulate
‘domestic and foreign trade in value-adding goods and services Strengthen linkages between
key sectors of the economy

Optimising the key

people and sources of economic Develop efficient. accountable. transparent and participatorygovernance
responsibly exploits growth Establish a competitive business environment characterized by sustained macroeconomic
its natural stability

Enhance national security and improve the administration afjustice

Promote unity in diversity, national pride. and the conservation of the nation's cultural
heritage

quality of life to its

citizens.

Develop sufficient and efficient infrastructure to support sustained economic growth
Preserve the environment for sustainable sacio-economic development
g Promote the sustainable development of Nigelia'sgeo-political regions into economic
growth poles
GOP: §§C011n
Perlopild GOP: $aC0S
2 [Fostering sustainal

jsocial and economig

endowments to
guarantee a high
standard of livingand

development

Figure 4.3.2: Strategic Framework for NvV20:2020

3.4 Domestic and External Constraints to Growth and
Development in Nigeria

Poor and decaying infrastructure

Epileptic power supply

Weak fiscal and monetary policy co-ordination

Fiscal dominance and its implications for inflatiand private

sector financing

o Pervasive rent-seeking behaviour by private andip@gents,
including corruption

o Weak institutions and regulatory deficit

o Policy reversals and lack of follow-through

. Inordinate dependence on the oil sector for govemtm
revenue/expenditure

o Disconnect between the financial sector and thleses=or

o High population growth which places undue stresdasic life-
sustaining resources and eventually results inrdghed well-
being and quality of life.

o Insecurity of lives and property

o Threats of climate change, especially in relatian food
production

J Vulnerabilities in the global economic environmentparticular,

the global economic crisis and disturbances initibernational

oil market.

3.5 Major Contributors to the Growth of the Nigerian Economy
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Over the past decade, agriculture, wholesale andil rérade,
telecommunications and manufacturing contributedgtnio the growth
of Nigerian economy. At present, manufacturing’le ras key driver is
limited but it has high potentials and would bemstiated during the
vision period in order to maximize its linkage witither relevant
sectors of the economy.

The desire to achieve the goals of NV20:2020 comied economy to
achieve broad-based double-digit growth rates.rgutthe vision period,
the economy is expected to grow at an averageofdt®.8 per cent per
annum, to be driven by the agricultural and indaksectors over the
medium-term while the manufacturing and servicé@sare expected
to drive the economy towards the end of the Vigienod.

Under the NV20:2020 manufacturing and services expected to

dominate the structure of national output, whileosgr national

investment is expected to increase, and the imfretsire base of
production is expected to improve considerably.oine per capita
should have risen to US$4, 000 from the currenO82Cestimate of

US$1,230. The current structure of production igeeted to reverse as
the relative contribution of agriculture to natibmautput declines to a
maximum of 15 per cent over the long-term, as #wa continues to
grow.

Vision 20:2020 sets some targets in various seatbrthe economy;
these are depicted in Table 4.3.1 below.

Table 4.3.1 Optimal Structure of National Output by 2020 versus
Existing Structure

Projected Share of Outpu Existing Share o
Activity Sector |y Outout
2020 (%) P
Agriculture 3-15 42.1
Industry 30-50 23.8
Manufacturing | 15-30 4
Services 45 -75 34.1

154



ECO 247 MODULE 4

3.6 Macro-economic Strategies and Policy Thrust tachieve the
NV 20: 2020

The management of the macro-economy over the metéum will
focus on restoring and maintaining macroecononabilty in order to
position the economy on a sustainable growth pEtle. specific macro
strategies include:

o Achieving double-digit economic growth rates, sedigit
inflation, stable exchange rate and investmenindi interest
rates;

o Achieving significant progress in economic divecsifion;

o Stimulating the manufacturing sector and strendtigenits
linkage to agriculture, oil and gas sectors, etc;

o Raising the relative competitiveness of the reaelme

. Deepening the financial sector and sustaining itbikty to
finance growth;

o Encouraging massive investments in infrastructurd human

capital and creating an enabling environment fomestic and
foreign private investment; and

o Implementing appropriate fiscal, monetary, traded agebt
management policies.

Critical Policy Priorities

The Vision identifies a number of critical policyigrities in the short-
term. These are:

Correcting the weaknesses of the revenue allocatiaystem
which relies heavily on revenue from crude oil. Teverse this, the
Vision will encourage greater internal revenue gatien efforts at
the state and local government levels.

Increased investment in critical infrastructure.v&mment will focus
on:

J increasing the quantity and quality of infrastruetapending;
development of a framework for joint financing of
infrastructure projects

o between the tiers of government; and

o encouragement of private investments in infrastmact

o Deepening reforms at all levels of government;

o Promoting private sector-led non-oil growth to luithe
foundation for

° economic diversification;
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. Investment in human capital development to enharat@nal
competitiveness;

o Entrenchment of merit as a fundamental principlé eore value.

o Intensifying the war against corruption

o Upgrading the capability of the internal securifyparatus of

government, and
enhancing the efficiency of their operations.

SELF -ASSESMENT EXERCISE 3

Discuss the implementation strategies of NV20:26&fhlighting the
areas of priorities

4.0 CONCLUSION

The Nigeria Vision 20:2020 (NV20:2020) is Nigerialeng term
development goal designed to propel the countrthéoleague of the
top 20 economies of the world by 2020. The Visisrairallying point
for all Nigerians, regardless of ethnicity, policleaning, economic
status, or religion behind a common cause of ptati@ country on a
sustainable development path and transformatianannodern society
better able to play a greater role in the comityations. The two broad
objectives are to: make efficient use of human raiiral resources to
achieve rapid economic growth and translate the@oic growth into
equitable social development for all citizens. Thevelopment
aspirations cut across four dimensions: Social,nBouc, Institutional
and Environmental targets. Critical priorities areaclude: correcting
the weaknesses of the revenue allocation systewhwalies heavily on
revenue from crude oil, increased investment iticali infrastructure,
promoting private sector-led non-oil growth to biuihe foundation for
economic diversification, investment in human capitevelopment to
enhance national competitiveness, intensifying twar against
corruption and upgrading the capability of the ing& security
apparatus of government, and enhancing the eftigieaf their
operations among others.

5.0 SUMMARY

In this unit, we began by introducing the meaningl &oncepts of
vision20: 2020, we further highlighted the reason ihitiating such
plan. Also, we stated the strategies through whkistfon20: 2020 will
transform the economy. Some targets of Vision Z202were equally
listed along with key priorities areas of the pl@ur discussion in this
module will be incomplete without examining the pioent
internationally acclaimed plan which Nigeria sulises to along with
other committee of nations. In this regard, theldihium Development

156



ECO 247 MODULE 4

Goals (MDGs) will be our bane of discussion in thast unit of this
module. | am sure you will be enthusiastic to redut the MDGs
before you move into the last module of this course

6.0 TUTOR-MARKED ASSIGNMENT
Do you think Nigeria can meet her target for visiih 20 20?
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1.0 INTRODUCTION

It is impossible for Nigeria to operate its economactivities in isolation
of other countries of the world as economic masiex function of many
externalities. This is the more reason why Nigaiso key in into
international economic goals and policies. One wéhsgoal is the
Millennium Development Goals (MDGS). In this urhietinternationally
adopted plans, Millennium Development Goals (MDGsil be
discussed especially for the role it plays in siapge several economic
plans and policies in Nigeria. In actualfact, Visi@0:2020 was a
combination of the MDGs, NEEDS and vision 2010.

2.0 OBJECTIVES
By the end of this last unit, you should be able to

. State the Millennium Development Goals and itsetrg
o Appraise the achievements of the MDGs

3.0 MAIN CONTENT

3.1 Introduction to MDGs

The Millennium Development Goals (MDGs) are eighternational

developmentgoals that were officially establishedllofving the

Millennium Summit of the United Nations in 2000, lléwing the

adoption of the United Nations Millennium Declacai All 193 United

Nations member states and at least 23 internatiomganizations have
agreed to achieve these goals by the year 2015.

Each of the goals has specific stated targets abesdor achieving
those targets. To accelerate progress, the G8 ¢endimisters agreed in
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June 2005 to provide enough funds to the World B#mk International
Monetary Fund (IMF), and the African DevelopmentnBgADB) to
cancel an additional $40 to $55 billion in debt ovily members of the
Heavily Indebted Poor Countries (HIPC) to allow wuprished
countries to re-channel the resources saved framfdigiven debt to
social programs for improving health and educatod for alleviating
poverty.

Debate has surrounded adoption of the MDGs, fogusin lack of

analysis and justification behind the chosen objest the difficulty or

lack of measurements for some of the goals, and’/amerogress
towards reaching the goals, among other criticighithough developed
countries' aid for achieving the MDGs has beemgisiver recent years,
more than half the aid is towards debt relief ovaydpoor countries,
with much of the remaining aid money going towandgural disaster
relief and military aid which do not further devptoent.

Progress towards reaching the goals has been un8eeme countries
have achieved many of the goals, while others at®m track to realize
any. A UN conference in September 2010 reviewedness to date and
concluded with the adoption of a global action plarachieve the eight
anti-poverty goals by their 2015 target date. Themye also new
commitments on women's and children's health, awl initiatives in
the worldwide battle against poverty, hunger, aiséake.

Government organizations assist in achieving tlgmsds, among them
are the United Nations Millennium Campaign, thel&tihium Promise
Alliance, Inc., the Global Poverty Project, the BicChallenge, The
Youth in Action EU Programme, "Cartoons in Actionitieo project,

and the 8 Visions of Hope global art project.

3.2  Millennium Development Goals, Targets and Indiators

The MDGs were developed out of the eight chaptétse Millennium
Declaration, signed in September 2000. There aybt gjoals with 21
targets and a series of measurable indicatorsafd t&arget:

Goal 1: Eradicate extreme poverty and hunger

o Target 1A: Halve the proportion of people living onless than

$1 aday
. Proportion of population below $1 per day (PPP \edj
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o] Poverty gap ratio [incidence x depth of poverty]
0 Share of poorest quintile in national consumption
o Target 1B: Achieve Decent Employment for Women, Men

and Young People
o] GDP Growth per Employed Person

o] Employment Rate

o] Proportion of employed population below $1 per apP
values)

0 Proportion of family-based workers in employed
population

o Target 1C: Halve the proportion of people who suffe from

hunger

o] Prevalence of underweight children under five yesdrage

o] Proportion of population below minimum level oftery

energy consumption
Goal 2: Achieve universal primary education
o Target 2A: By 2015, all children can complete a fllcourse of
primary schooling, girls and boys
o] Enrollment in primary education
o] Completion of primary education

Goal 3: Promote gender equality and empower women

J Target 3A: Eliminate gender disparity in primary and
secondary education preferably by 2005, and at alevels by

2015

o] Ratios of girls to boys in primary, secondary aediary
education

0 Share of women in wage employment in the non-

agricultural sector

0 Proportion of seats held by women in national arient

o] For girls in some regions, education remains elesiv

o] Poverty is a major barrier to education, especiaiyong
older girls

o] In every developing region except the CIS, menuvnber

women in paid employment

o] Women are largely relegated to more vulnerable fooh
employment

o] Women are over-represented in informal employment,
with its lack of benefits and security

o] Top-level jobs still go to mento an overwhelming degree
o] Women are slowly rising to political power, but migi
when boosted by quotas and other special measures
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Goal 4: Reduce child mortality rates

o Target 4A: Reduce by two-thirds, between 1990 and025, the
under-five mortality rate

0 Under-five mortality rate
o] Infant (under 1) mortality rate
0 Proportion of 1-year-old children immunized againstasles

Goal 5: Improve maternal health

o Target 5A: Reduce by three quarters, between 1990nd
2015, the maternal mortality ratio

o] Maternal mortality ratio

o] Proportion of births attended by skilled health gamnel

Target 5B: Achieve, by 2015, universal access topeductive

health

o] Contraceptive prevalence rate

o] Adolescent birth rate

0 Antenatal care coverage

o] Unmet need for family planning

Goal 6: Combat HIV/AIDS, malaria, and other disease

o Target 6A: Have halted by 2015 and begun to reversthe
spread of HIV/AIDS

o] HIV prevalence among population aged-24% years

o] Condom use at last high-risk sex

o] Proportion of population aged 34 years with comprehensive
correct knowledge of HIV/AIDS

o Target 6B: Achieve, by 2010, universal access toe@tment
for HIV/AIDS for all those who need it

0 Proportion of population with advanced HIV infectiowvith

access to antiretroviral drugs

o Target 6C: Have halted by 2015 and begun to reversthe
incidence of malaria and other major diseases

o] Prevalence and death rates associated with malaria

o] Proportion of children under 5 sleeping under insgde-treated
bednets

o] Proportion of children under 5 with fever who aredted with
appropriate anti-malarial drugs

0 Incidence, prevalence and death rates associatedh wi
tuberculosis

0 Proportion of tuberculosis cases detected and curedkr DOTS

(Directly Observed Treatment Short Couf¥é)
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Goal 7: Ensure environmental sustainability

O O O0OO0Oo

o O

(0]

Target 7A: Integrate the principles of sustainable
development into country policies and programs; regrse loss
of environmental resources

Target 7B: Reduce biodiversity loss, achieving, by010, a
significant reduction in the rate of loss

Proportion of land area covered by forest

COzemissions, total, per capita and per $1 GDP (PPP)
Consumption of ozone-depleting substances

Proportion of fish stocks within safe biologicahlis

Proportion of total water resources usenh

Proportion of terrestrial and marine areas protedte
Proportion of species threatened with extinction

Target 7C: Halve, by 2015, the proportion of the ppulation
without sustainable access to safe drinking waternal basic
sanitation (for more information see the entry on vater
supply)

Proportion of population with sustainable accesatoimproved
water source, urban and rural

Proportion of urban population with access to imped
sanitation

Target 7D: By 2020, to have achieved a significant
improvement in the lives of at least 100 million sim-dwellers
Proportion of urban population living in slums

Goal 8: Develop a global partnership for developmen

(0]
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Target 8A: Develop further an open, rule-based, préictable,
nondiscriminatory trading and financial system

Includes a commitment to good governance, developnaad
poverty reduction — both nationally and internatdig

Target 8B: Address the Special Needs of the Leaseleloped
Countries (LDCs)

Includes: tariff and quota free access for LDC axgioenhanced
programme of debt relief for HIPC and cancellatiof official
bilateral debt; and more generous ODA (Official Brpment
Assistance) for countries committed to poverty céda

Target 8C: Address the special needs of landlocked
developing countries and small island developing &tes
Through the Programme of Action for the Sustainable
Development of Small Island Developing States aadbttcome
of the twenty-second special session of the GerAasgmbly
Target 8D: Deal comprehensively with the debt proldms of
developing countries through national and internatonal
measures in order to make debt sustainable in thehg term
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0 Some of the indicators listed below are monitorepasately for
the least developed countries (LDCs), Africa, l|ackkd
developing countries and Small Island developiradeSt

0 Official development assistance (ODA):
o Net ODA, total and to LDCs, as percentage of OECAUD
donors’ GNI

o Proportion of total sector-allocable ODA of OECD/BAlonors
to basic social services (basic education, primagalth care,
nutrition, safe water and sanitation)

. Proportion of bilateral ODA of OECD/DAC donors thatuntied

o ODA received in landlocked countries as proportioh their
GNIs

o ODA received in small island developing States rapgrtion of
their GNIs
Market access:

o Proportion of total developed country imports (bglue and

excluding arms) from developing countries and framCs,
admitted free of duty

o Average tariffs imposed by developed countries gmcaltural
products and textiles and clothing from developiogntries

o Agricultural support estimate for OECD countries @ercentage
of their GDP

. Proportion of ODA provided to help build trade capg
Debt sustainability:

o Total number of countries that have reached théP® decision
points and number that have reached their HIPC detign
points (cumulative)

o Debt relief committed under HIPC initiative, US$

o Debt service as a percentage of exports of goodssarvices

. Target 8E: In co-operation with pharmaceutical com@nies,
provide access to affordable, essential drugs in deloping
countries

o] Proportion of population with access to affordaldssential
drugs on a sustainable basis

o Target 8F: In co-operation with the private sector, make
available the

benefits of new technologies, especially informatio and
communications

o] Telephone lines and cellular subscribers per 10Qypation

o] Personal computers in use per 100 population

o] Internet users per 100 Population
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SELF ASSESMENT EXERCISE 1
Attempt a list of the eight MDGs
3.3  Appraisal of MDGs

Drawbacks of the MDGs include the lack of analjtipawer and

justification behind the chosen objectives. The MD@ave out

important ideals, such as the lack of strong ohjestand indicators for
equality, which is considered by many scholarsad@tmajor flaw of the
MDGs due to the disparities of progress towardsepgvreduction

between groups within nations. The MDGs also ladkaus on local

participation and empowerment (excluding women’spewerment)

[Deneulin & Shahani, 2009]. Researchers also pmihtsome important
gaps in the MDGs. For example, agriculture was spécifically

mentioned in the MDGs even though a major portibwarld's poor are

rural farmers. Again, MDG 2 focuses on primary etdion and

emphasizes on enrollment and completion. In somatoes, it has led
to increase in primary education enrollment ateéRkpense of learning
achievement level. In some cases, it has also inebataffected

secondary and post-secondary education, which haporiant

implication on economic growth. Another criticisthtbe MDGs is the

difficulty or lack of measurements for some of guals (Attaran, 2005)

The MDGs are also argued to help the human devedaphby providing

a measurement of human development that is notdbask&ly on

income, prioritizing interventions, establishing taibhable objectives
with operationalized measurements of progress amgeasing the
developed world’s involvement in worldwide poventgduction. The

measurement of human development in the MDGs gesnial income,

and even just basic health and education, to ieclgénder and
reproductive rights, environmental sustainabilitand spread of
technology. Prioritizing interventions helps deyely countries with

limited resources make decisions about where tzaié their resources
through which public policies. The MDGs also stritrem the

commitment of developed countries to helping dewelp countries,

and encourage the flow of aid and information siwariThe joint

responsibility of developing and developed natidois achieving the

MDGs increases the likelihood of their success,ciwhs reinforced by
their 189-country support (the MDGs are the mostatlly supported
poverty reduction targets ever set by the world).

However, areas needing the most reduction, sucthessub-Saharan
Africa regions have yet to make any drastic changemproving their
quality of life. During the same time frame as Ghisub-Saharan Africa
reduced its poverty by a mere one percent and &rmajor risk of not
meeting the MDGs by 2015. Even though the povestgs in sub-
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Saharan Africa decreased in a small percent, theresome successes
regarding millennium development goals in sub-Samakfrica. In the
case of MDG 1, sub-Saharan region started to extsdipoverty by
strengthening the industry of rice production. @dly, rice production
was one of the main problems since its productba could not catch up
the rapid population growth by mid-1990s. This eaugreat amount of
rice imports and great costs for the governmenéshiag nearly $1
billion annually. In addition, farmers in Africa ffered from finding the
suitable species of rice that can well-adapt inr tbenditions with high-
yield characteristic. Then, New Rice for Africa (REEA) which is high-
yielding and well adapting to the African conditiowas developed and
contributed to the food security in sub-Saharamoregincluding Congo
Brazzaville, Céte d'lvoire, the Democratic Repubbf the Congo,
Guinea, Kenya, Mali, Nigeria, Togo, and Uganda. Nawut 18 varieties
of the hybrid species are available to rice farnzerd, for the first time,
many farmers are able to produce enough rice tbtfesr families and to
gain profit at the market. Sub-Saharan region ssmw improvement in
the case of MDG 2.

School fees that included Parent-Teacher Assoaniadiocd community

contributions, textbook fees, compulsory uniformmel aother charges
were highly expensive in sub-Saharan Africa, takipghearly a quarter
of a poor family’s income. This was one of the g for enroliment

and, thus, countries like Burundi, the Democratiep&blic of the

Congo, Ethiopia, Ghana, Kenya, Malawi, MozambiqUanzania, and
Uganda have eliminated school fees. This resultethé increase in
student enrollment in several regions. For instamceGhana, public

school enrollment in the most deprived districtared from 4.2 million

to 5.4 million between 2004 and 2005. In Kenyap#ément of primary

school children surged significantly with 1.2 noli extra increases of
children in school in 2003 and by 2004, the nuntieed climbed to 7.2
million.

According to some experts, MDG 7—to halve the propon of the
population without sustainable access to safe ohgnkvater and basic
sanitation—is still far from being reached. Sinaional governments
often cannot provide the necessary infrastructcirgl, society in some
countries started to organise and work on sanitdtiemselves, says the
magazineD+C Development and CooperatioRor instance, in Ghana
there is an umbrella organisation called CONIWA®4{liion of NGOs
in Water and Sanitation), which today has more ti7& member
organisations focusing on providing access to waater sanitation.

Goal 8 of the MDGs is unique in the sense thabduges on donor
government commitments and achievements, rather shacesses in
the developing world. TheCommitment to Development Ingdex
published annually by the Center for Global Develept in
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Washington, D.C., is considered the best numennhtator for MDG

8837 It is a more comprehensive measure of donor pssatiean official

development assistance, as it takes into accouitiggon a number of
indicators that affect developing countries suclirade, migration, and
investment.

To accelerate progress towards the MDGs, the Ga@riee Ministers
met in London in June 2005 (in preparation for &8 Gleneagles
Summit in July) and reached an agreement to prosmaigh funds to
the World Bank, the IMF, and the African DevelopmBank (ADB) to
cancel an additional $40 to $55 billion in debt ovisy members of the
Heavily Indebted Poor Countries (HIPC). This wouldllow
impoverished countries to re-channel the resousased from the
forgiven debt to social programs for improving hlea&nd education.
The International Health Partnership (IHP+) alsmsito accelerate
progress towards the MDGs by putting internatiopahciples for
effective aid and development cooperation into fizacin the health
sector. In developing countries, money for healtmes from both
domestic and external sources, and governments sk in
coordination with a range of international devel@mm partners. As
these partners increase in number, variations mdifig streams and
bureaucratic demands also increase. As a resuktaEment efforts can
become fragmented and resources can be wasted.n8yuraging
support for a single national health strategy anphk single monitoring
and evaluation framework, and a strong emphasis nomtual
accountability, IHP+ builds confidence between goweent, civil
society, development partners, and other staketoMbose activities
affect health.

As 2015 approaches, however, increasing global rtaindes such as
the economic crisis and climate change have lednt@mpportunity to
rethink the MDG approach to development policy. érding to theln
Focuspolicy brief from the Institute of Development Sikes| the "After
2015" debate is about questioning the value of &GMype, target-
based approach to international development, apmgress so far on
poverty reduction, about looking to an uncertaitufe and exploring
what kind of system is needed after the MDG deadiias passed.

Further developments in rethinking strategies amgbr@aches to
achieving the MDGs include research by the Overdeagelopment
Institute into the role of equity. Researchershat ©DI argue progress
can be accelerated due to recent breakthroughe irote equity plays in
creating a virtuous circle where rising equity eesuthe poor participate
in their country's develop and creates reductiansoverty and financial
stability. Yet equity should not be understood huies economic, but
also as political. Examples abound, including Blaatash transfers,

166



ECO 247 MODULE 4

Uganda's eliminations of user fees and the subséduge increase in
in visits from the very poorest or else Mauritiustsgl-track approach to
liberalisation (inclusive growth and inclusive dmment) aiding it on
its road into the World Trade Organization. Resears at the ODI thus
propose equity be measured in league tables i tgwovide a clearer
insight into how MDGs can be achieved more quicklye ODI is
working with partners to put forward league tabd¢sthe 2010 MDG
review meeting.

Other development scholars, such as Naila Kabe863)2 Caren
Grown (2005) and Noeleen Heyzer (2005) argue thanereased focus
on women’s empowerment and gender mainstreamid@&-related
policies will accelerate the progress of the MD&abeer argues that
increasing women’s empowerment and access to paiét will help
reduce child mortality. To illustrate, in South Asi countries, which
have high levels of gender discrimination, babi#srosuffer from low
birth weight due to limited access to healthcaré myalnutrition. Since
low-birth weight babies have limited chances ofvawal, improving
women’s health by increasing their bargaining powerthe family
through paid work, will reduce child mortality. Atm@r way
empowering women will help accelerate the MDGs hg inverse
relationship between mother’s schooling and chitttality, as well as
the positive correlation between increasing a mtthagency over
unearned income and health outcomes of her chilégrgmecially girls.
Increasing a mother’s education and workforce pigdtion increases
these effects. Lastly empowering women by createxgpnomic
opportunities for women decreases women’s particpain the sex
market which decreases the spread of AIDS, an MD@self (MDG
6A).

SELF ASSESMENT EXERCISE 2
Do you agree with the scholarly criticism of the KADR
4.0 CONCLUSION

In this unit we examined one internationally addgtéan in Nigeria, the
MDGs. The MDG is a worldwide initiative to reduceverty and
hunger. It consists of eight international develeptgoals that were
officially established following the Millennium Sumt of the United
Nations in 2000, United Nations Millennium Decléoat All 193
United Nations member states and at least 23 iatieral organizations
have agreed to achieve these goals by the year. Halh of the goals
has specific stated targets and dates for achietringe targets. The
Appraisal of the milestone in the achievements d®4 shows that

167



ECO 247 NIGERIAN ECONOMY IN PERSPIFVE 2

much is desired in the attainment of these goateireloping countries
like Nigeria.

5.0 SUMMARY

This unit has so far reviewed the goals and spetEfgets of the MDGs.
The objectives and focus of the plan have been detyed while the
implementation structures and patterns were eqeaibounded. In the
final analysis a scholarly critique is made of tM®Gs programme.
With these analyses we have finally come to thedritlis unit and by
implication the end of this module. The last modiseessentially on
external economy. It is concerned with issues irgato economic
cooperation, international trades and foreign itmesit.

6.0 TUTOR-MARKED ASSIGNMENT
How far or close is Nigeria to the Millennium Dewopinent Goals?
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MODULE 5 ECONOMIC CO-OPERATION AND
FOREIGN TRANSACTIONS

This module is the last of the modules in this seurThe module is
concentrated on interaction of the Nigerian econonmith the other

economies of West Africa, Africa and the world atge. You will be

treated to discussions on economic cooperationirgrdration in West
Africa and Africa. International trade and extersaktor performance
will also be an issue of concern here.

Module five is made up of four successive and metated modules. The
first unit explains basic concepts of Economic gnétion and an
extensive discussion on Economic Community of WAdstan States.

A discussion of monetary integration followed irethecond unit. An
organ of OAU, New Partnership for African DevelopiheNEPAD was

equally discussed in the third unit. The module chatles with a

discussion on International trade and balance wieats. The last unit
reviews concepts on international trade and exarnnade regimes and
the external sector performance in Nigeria.

Unit 1 Economic Co-operation and Integration inStv&frica
Unit 2 Monetary Integration in West Africa

Unit 3 New Partnerships for African DevelopmenEMAD)
Unit 4 International Trade and Balance of Payments

UNIT 1 ECONOMIC COOPERATION IN WEST
AFRICA CONTENTS

1.0 Introduction
2.0  Objectives
3.0 Main Content
3.1 What is Economic Integration?
3.4  Types of Economic integration
3.3  Objectives of Economic Integration
3.4  Economic Community of West African States (BALES)
3.4.1 Formation of ECOWAS and Member States
3.4.2 Aims and Objectives of ECOWAS
3.4.3 Institutions of ECOWAS
3.4.4 Achievements of ECOWAS
3.4.5 Problems Facing ECOWAS
3.4.6 How a nation such as Nigeria will benefinir
being a member of ECOWAS
3.4.7 How to Achieve the Aims of ECOWAS
4.0 Conclusion
50 Summary
6.0 Tutor-Marked Assignment
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7.0 References/Further Readings
1.0 INTRODUCTION

There is no nation that operates in isolation;etee some level of co-
operation and integration in economic activitiesigeed at different
strata of the society. West Africa is not left aueconomic cooperation
and integration, one of such cooperation that dasedk in history is the
Economic Co-operation of West African States. lis timit before we
shall fully discussed the activities of ECOWAS, drefthen, we deem it
fit to introduce the concept of economic cooperaand integration. On
ECOWAS we shall discuss the formation, aims andeahjes of
ECOWAS. We will further highlight the institutionf &ECOWAS in
addition to achievements, benefits and problemisdatthie union.

2.0 OBJECTIVES
By the end of this unit the student should be &dole

Define and state types of economic integration

Trace the evolution and membership of ECOWAS
Enumerate the aims and objectives and institutddsSCOWAS
Asses the achievements and appraise the challeh§€OWAS

3.0 MAIN CONTENT
3.1  What is Economic Integration?

Economic integration refers to the merging to wasiodegrees of
economic and economic policies of two or more coestin a given

region. In a sense, it implies factor-price equsitsn which can be
produced by trade, without factor movements, byolamovement, by
factor movement without trade, or by some combamatf the two.

Factor-price equalisation here means that becaosetries trade at a
common international price ratio, factor prices agothe trading

partners will tend to be equalized assuming idahtiechnological

possibilities for all commodities across countii@ayanwu, 1993a).

Thus, economic integration denotes varying degumdesconomic co-
operation, merging, mingling and mixing with neighios in a number
of areas such as trade, mobility of labour and tehpiayments, fiscal
and monetary policies, axial welfare provisionsd aw-ordination of
investment plans.

SELF -ASSESMENT EXERCISE 1
State other definitions of Economic Integration
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3.2

Types of Economic integration

There are five types of economic integration wheftail different
degrees of economic co-operation. These are:

a.

Free Trade Area (Trade Integration): under thisaragement
tariffs and other trade restriction between thetigigating
countries are abolished while each member courndgpts its
own external tariffs and other commercial policagginst non-
member countries. The European Free Trade AssociéEFTA)
formed in 1960 is a typical example.

Customs Union: involves the abolition of all forro$ internal
restrictions on trade within the union and the ddop of a
common external tariffs policy by all member of tbeuntries.
The European Economic Community (EEC) achieved status
in the 1960s.

The Common Market (Factor Integration): This invedvthe
abolition of trade restrictions and impediments tactor
movements among member countries.

Economic Union (Policy Integration): The economiaian
combines the abolition of restrictions on both camdity and
factor movements with some degree of harmonisatfarational
economic policies. A typical example is the Eurap&tonomic
Community (EEC).

Total Economic Integration (Total Integration): $hinvolves the
unification of monetary, fiscal, social policiesdarequires the
establishment of a supranational agency whose idasisare
binding on all member-countries. Achievement of akot
integration has been difficult due to great conckmnnational
sovereignty.

SELF -ASSESMENT EXERCISE 2

State the differences between the followings:

1. Free Trade Area and Custom Union
2. The Common Market and Economic Union
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3.3

a.

3.4

Objectives of Economic Integration

It aims at reducing the external vulnerability bé tparticipants.
This thus improves their bargaining power with theird party
trading partners.

It aims at promoting efficiency through specialisat and
smoothness of trade transactions. That is, it andringing
about more efficient utilisation of resources whilthe
harmonisation of economic and trade policies usimeessmooth
and orderly system of trade among member-countries.

It aims at increasing the level of economic acgivihrough
increase trade. This permits the exploitation oftemal
economies, and inter-industry linkages. This in tbag-run
lowers cost of production.

It aims at enlarging the size of the market fomfr producing
below optimum capacity prior to integration. Thisnigs about
economies of scale. Large markets so created alpotd sustain
heavy industries.

The resultant enlarged market and lower unit cadit farther
stimulate demand and consumption and ultimatelyd l¢a
increased investments and economic growth.

It results in trade creation, that is, a shift me tgeographic
location of production from high-cost to lower-costember
countries. It must be pointed out however thatdrad/ersion
(polarisation effect) may result. That is, the grion may cause
the locus of production of formerly imported goddsshift from
a lower cost non-member country to a high-cost nerobuntry.
It is also a stimulus of competition; Effective coletion makes
possible the existence of internal and externahegues.

It results in coordinated industrial planning.

It creates job opportunities as a result of incedasmvestment
and emergence of infant industries.

Economic Community of West African States (ECOWS)

3.4.1 Formation of ECOWAS and Member States

The initial moves at forming the organization wenade by the then
Nigeria Head of States, General Yakubu Gowon (Ridd the Togolese
leader, Gnassingbe Eyadema at the time they signbitateral trade
agreement in April 1972. That agreement was seekyagdema as an
embryo of a West African Economic Community. Ot@@untries came
into the picture in 1973 at Lome, Togo when the i@alwf Ministers of
the Organisation of African Unity (OAU) agreed inneiple to form
West African Economic Community. On May 28, 1976wever, the
treaty establishing the ECOWAS was signed by fifté#est African
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Nations in Lagos, Nigeria. These countries inclalde host country,
Nigeria, Benin Republic (formerly Dahomey), the Gaa Guinea,
Guinea Bissau, Ghana, Cote D’lvoire (Ivory CoaSgnegal, Togo and
Burkina Faso (Formerly Upper Volta). Cape Verdergbined at her
independence to make number sixteen.

3.4.2 Aims and Objectives of ECOWAS
Article 1 of the treaty of ECOWAS stipulates that:

1. The aim of ECOWAS is to promote co-operation angetigment

in all fields of economic activities particularly ithe fields of

industry, transport, telecommunication, energyicadjure, natural

resources, commerce, monetary and finance quesaodsin
social and cultural matters for the purposes @imgithe standard
of living of its people, of increasing and maintagn economic
stability, of fostering closer relations among ritembers and of
contributing to the progress and development of Afacan
continent.

2. To attain the above aim, the specific objectivethef ECOWAS
are as follows:

a. Elimination of custom duties and other charges of
equivalent effect in respect of the importation and
exportation of goods among member states.

b. Abolition of quantitative and administrative restions on
trade among member states.

C. Establishment of common custom tariffs and a common
commercial policy towards non-member countries.

d. Abolition of obstacles to free movement of persons,
services and capital between member states.

e. Harmonisation of the agricultural policies and the
promotion of common projects in the member states
notably in the fields of marketing, research andoag
industrial enterprises.

f. Joint development transport, communication, enegg
other infrastructural facilities as well as the lewion of a
common policy in these fields.

g. Harmonisation of economic and industrial policiek o
member states and the elimination of disparityhim level
of development of member states.

h. Establishment of a fund for co-operation, compeosat
and development.

I To carry out such other activities calculated tdtfer the
aims of the community as the member states may from
time to time undertake in common.
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3.4.3 Institutions of ECOWAS
Article 4 of ECOWAS treaty stated the institutiadlSECOWAS as:

The authority of Heads of State and Government

The Council of Ministers

The Executive Secretariat

The Tribunal of the Community

Four Technical and Specialised commissions:

I. The Trade, Customs, Immigration, Monetary and
Payments  Commission

. The Industry, Agriculture and Natural Resources
Commission

iii. The Transport, Telecommunication and Energy
Commission

Iv. The Social and Cultural Affairs Commission

®ooop

The Authorities of Heads of State and Government

The Authorities of Heads of States and Governméntember states is
the principal governing institution of ECOWAS. K responsible for,
and has the general direction and control of thearnanity and the
achievements of its aims. Its decisions and diwactire binding on all
institutions of ECOWAS. The Authority meets at leasce in a year. It
determines its own procedure including that of @mng its meetings,
for the conduct of business thereat and at otherdj and for the annual
rotation of the office of chairman among the mershsrAuthority. The
chairman for 1987 and 1988 was President IbrahirbaBgida of
Nigeria while Late General Sanni Abacha held th&tmm in 1996/97.

The Council of Ministers

The council of ministers consists of two represtwvea of each member
state. Its responsibilities include:

I. To keep under review the function and developmenthe
community in accordance with the Treaty
To make recommendations to the Authority on matbénsolicy
aimed at the efficient and harmonious functioningd a
development of the community

iii. To give directions to all subordinate institutionsf the
community

iv.  To exercise such other powers conferred on it artbpns such
other duties assigned to it by the Treaty
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Its decisions and directions are binding on allosdimate institutions of
the community unless otherwise determined by théhduty. It meets
twice in a year; one of such meetings is held imatety preceding the
annual meeting of the Authority. It also determimssown procedure
including that for convening its meeting, for thenduct of business
thereat and at other times and for the annualiootaif the office of
chairman among the members of the Council of Ménsst

The Executive Secretariat

The Executive Secretariat is headed by an Exec@e@etary who is
appointed by the Authority and who serves for antef four years and
eligible for reappointment for another term of foyears only. The
Executive Secretary who is the principal executffecer of ECOWAS

is assisted by two Deputy Executive Secretaries.

The Executive Secretary is responsible for thetdagay administration
of ECOWAS and all its institutions.

His duties include:

i To service and assist the institutions of ECOWAS the
performance of their functions.

il. To keep the functioning of ECOWAS under continuous

examination and where appropriate report the tesil its
examination to the Council of Ministers.

iii. To submit a report to all sessions of the CounfcMmisters and
all meetings of the Authority

V. To undertake such work and studies and perform sectices
relating to the aims of the community as may Isgaed to him
by the Council of Ministers and also make suctppsals thereto
as may assist in the efficient and harmonious tfanimg and
development of ECOWAS.

Technical and Specialised Commissions
The four commissions earlier mentioned shall submoin time to

timereports andrecommendationsthrough the Execufigeretary to
the Council of Ministers.
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The Tribunal of the Community

This ensures the observance of laws and justi¢eerinterpretation of
the provisions of the ECOWAS Treaty. It has thepossibility of
settling such disputes as are referred to it iroatance with Article 56
of the ECOWAS Treaty. Its composition, competencd statuses are
prescribed by the Authority.

ECOWAS Fund for Co-operation, Compensation and DeVepment
(ECCD)

Article 50 of ECOWASTreaty established the ‘Fundisbd in Lome,
Togo. Its resources derived from:

I. Contribution from member states

il. Income from ECOWAS enterprises

iii. Receipts from bilateral and multilateral sourcesvadi as other
foreign sources

iv. Subsidies and contributions of all kinds and frdhsaurces

The ‘Funds’ is used for the following

I. To finance projects in member states

il. To provide compensation to member states which lsaered
losses as a result of the location of communitgmramises.

iii. To provide compensation and other forms of assistato
member states which have suffered losses arisuigob the
application of the provisions of the Treaty on tliberalisation
of Trade within the community.

iv. ~ To guarantee foreign investment made in memberstat
respect of enterprises established in pursuandkeoprovisions
of the Treaty on the harmonisation of industrialiges.

V. To provide appropriate means to facilitate the ansd
mobilisation of internal and external financiakoerces for the
member states and the community.

Vi. To promote development projects in the less dewelapember
states of the community.

3.4.4 Achievements of ECOWAS
a. Easing the Movement of Persons:
This is the first phase of the protocol which éasitECOWAS citizens

to stay in any member state for 90days without \lmat with other
residential and necessary documents).
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b. The ECOWAS Card

The motor vehicle third party insurance, othervkisewn as the ‘Brown
Card’ is one of the protocols so far ratified areinly implemented by
member states. It establishes a common settlemyetérns of claims in
international motor traffic.

C. Rights of Residence

This protocol enables citizens to take up jobs my anember state
without the need for work permit.

d. Telecommunication Projects
U.S $35million ECOWAS spent on telecommunicatiorgjqrt.
e. Road/Air Transport Projects

Road and Air transport projects worth US$26 millidollars was
embarked upon to link member states.

f. ECOWAS Headquarters

Construction of ECOWAS headquarters in Abuja. Neyaet aside N5
million in support of the community’s budget towarthis project.

g. Ecobank

The Ecobank Transactional Incorporated (ETI) ansl Togolese
subsidiary (affiliate) were both officially openad March 1988 in

Lome, Togo, the West Africa’s first $50 million eshore bank,
specifically designed to mobilise convertible caog resources within
the 16-nation ECOWAS and from the worldwide investtncommunity

in order to establish major ventures capital fuodequity investments
in the region, has thus materialised. The projexs wfficially presented
by the President of the Federation of West Afriddhambers of
Commerce (FWACC) to the summit meeting of ECOWASadie of

States and Governments in May 1983 in Conakry, €uiithe Ecobank
was subsequently given the go-ahead in Novembe#d RB8ing the

ECOWAS summit held in Lome, Togo.
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3.4.5 Problems Facing ECOWAS

1. Relations with colonial masters-pursuit of differen
commercial policiesAll the member nations of ECOWAS still
tie their commercial if not their entire apron sgs to their
former colonial masters, thus, making it very diffi for
ECOWAS to adopt a common commercial policy for lemefit
of the sub-region.

2. ependence on revenue from import duties
Member nations of ECOWAS over depend on revenuefro
import duties hence it becomes difficult to achietlee
objectives of establishing common tariffs and teenoval of
restriction on the free flow of goods between trember nations.

3. Some of the countries are poor that they dependlizgean some
of the advanced nation of Europe and America. This lead to
divided loyalty.

4. Pursuit of different social and economic policies

Instead of embarking on the achievement of exchasfgeleas and
personnel, establishment of customs union/commuaih taany member
nations rather pursue their individual objectivesd¢e some are pro-
west and other pro-east. This thus breeds confligtologically

speaking.

5. Political instability

Almost in all the nations that make up ECOWAS, ®upetat have
become very important so that new military juntagraduce new
measures which some are very busy trying to grappte internal

problems in order to avoid other taking over foutlgfso that they have
little or no time for the success of the organati

6. Differences in Currency

The fact that the member nations don’t have a comowrrency makes
exchange a little wearisome due to problems ofrmatigonal exchange
(and the rates international exchange which fluetlmm time to time).

7. There is uneven development which can lead to saspbn the
part of less developed ones.

8. The relatively large size and economic resourcesoaie of the
member states creates fears of dominance among ebrne
smaller nation e.g. Nigeria has above 140 millisihe also has
enormous oil reserves and earned a lot in recaetstiout of this.

9. The economies are competitive rather than compléamgn
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10. All the member nations have unemployment problends this
may sometimes distract their attention from the wamity.

11. The free movement objectives has rather succeededenting
problems especially for the so-called richer onesoreg the
members e.g. Nigeria where religious fanaticism aoid and all
sorts of social vices like armed robbery, prostiut etc. are
committed by reckless foreign nationals of ECOWAS
particularly those from Ghana, Chad and the Canmexoo

12. Financial Crunch

Most members were unable to pay their annual sulmrento the body
thus jeopardising the achievement of its set oiyest It is worthy of

note that in the July 1987 summit of the Heads tites and

Governments held at Abuja, these key problems wewehed upon.
That summit adopted the programme on monetary rateg which

would ensure the creation of a common sub-regicoalency. When
this monetary integration is attained, it will deaexchange rate
certainty such that intra-community economic relasi will not be

disrupted by trade restrictions, exchange conwolexchange revisions
that may have similar effects on the trade asf¢arifhe economic
recovery package adopted, emphasized Structural usé&dgnt

Programme, with a proposal of 136 projects at hbth national and
sub-regional levels.

3.4.6 How a nation such as Nigeria will benefit frm being a
member of ECOWAS

1. The nation will have access to a wider market lhottihe sale of
products and for the purchase of its requiremehbme.

2. Mobility of labour will result especially with théee movement’
objective. However, the richer nations are likety quffer the
socio-economic and political problems of aliendurfsuch as
Nigeria has been experiencing before the expulsibillegal
immigrants. This succeeded in creating unemploymfmt
Nigerian nationals, participated in religious riatsd other social
vices like armed robbery and prostitution.

3. Rational Division of Labour is likely to result amgpthe member
nations. This may therefore encourage the growtimadstries
that have not yet been established.

4. Co-ordinated industries planning are likely to ftesespecially in
those industries where economies of scale areyltkegxist.

5. A corollary of the above (coordinated industrighqing) is that
there will be resulting accelerated industrial gifowince certain
industries dominance is eliminated.
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6. Trade creation may also occur as a result of theosition of
external barrier and encouragement of internal frade. Trade
creation here refers to a situation where produocshifts from
high to low cost member nations.The trade diversiamen
production and consumption of member nations $tufn lower
cost non-member source of supply to higher—cost beem
producers that may result will not be totally uricede if infant
industries grow up as a result of larger market #&néach
member nation were to protect its import substigitindustry
against cheaper foreign suppliers and more so pl@yment
opportunities are created internally.

3.4.7 How to Achieve the Aims of ECOWAS

a. Trade restrictions in the form of tariff and qusistem should be

removed

b. Industrial development should be harmonized, thisll w
encourage territorial specialisation

C. Factors of productions should be allowed to mowlfr from

one country to another-geographical factor mapilit

d. A common tariff should be established. This wilbpiote trade
within member states.

e. Member-country leaders should disengage themsédioes the
straightjacket of gradualism, raise their politicalill and
commitment, and show increased imagination by takoolder
steps into the more controversial and dynamic areés
integration (Anyanwu, 1993a)

SELF -ASSESMENT EXERCISE 3

Is ECOWAS still relevant as a viable economic unimiVest Africa?
40 CONCLUSION

Economic integration refers to the merging to wasiodegrees of
economic and economic policies of two or more coestin a given
region.There are five major types of economic irdaégn namely Free
Trade Area, Customs Union, The Common Market, EgoadJnion
and Total Economic Integration. Objectives of Eaorw Integration
include: reducing the external vulnerability of {herticipants, promoting
efficiency through specialisation and smoothness$rade transactions,
increasing the level of economic activity throughcrease trade,
enlarging the size of the market for firms prodgcimelow optimum
capacity prior to integration among others. ECOWM&s formed
through the initial moves by the then Nigeria HeddStates, General
Yakubu Gowon (Rtd.) and the Togolese leader, Gngbsi Eyadema at
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the time they signed a bilateral trade agreemerApnl 1972. That
agreement was seen by Eyadema as an embryo of & Affesan
Economic Community. On May 28, 1975, however, theaty
establishing the ECOWAS was signed by fifteen WAdstan Nations
in Lagos, Nigeria. ECOWAS institutions are:The awiy of Heads of
State and GovernmenfThe Council of Ministers The Executive
Secretarigt The Tribunal of the CommunityandFour Technical and
Specialised commissions. The achievements of ECOWHdude:
Easing the Movement of Persons, The ECOWAS CarghtRi of
Residence, Telecommunication Projects, Road/Airn3part Projects
and Ecobank among others. Some of the problems rartinfg
ECOWAS includes: Relations with colonial mastersspit of different
commercial policies, Dependence on revenue fronortguties, Pursuit
of different social and economic policies, Politicgstability, Financial
Crunch and Differences in Currency.

5.0 SUMMARY

In summary, this unit took us through introductid@@ economic
integration including its meaning and types.We peated to a discussion
on the most prominent economic integration in WaeStrica,
ECOWAS.Our discussion on ECOWAS focused on theftonaaims
and objectives of ECOWAS. We further highlightee tinstitution of
ECOWAS as well as the achievements, benefits aatleciyes facing
the union.

6.0 TUTOR-MARKED ASSIGNMENT
Discuss in detail any organ of ECOWAS
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1.0 INTRODUCTION

This unit is the second unit in this module. Here shall continue our
discussion on economic cooperation and integraitmoiest Africa.

This time around we shall discuss monetary integmah West Africa.

Having discussed the monetary integration backgipwve shall

proceed to discuss some basic concepts of monetwgration and
benefits of monetary integration. Finally, we wdlso explain the
activities of Ecobank in terms of its formation,jediives, ownership
and structure.

2.0 OBJECTIVES
By the end of this unit you should be able to:

Define some basic concepts of monetary integration

Analyse the benefits of Monetary Integration in \W&Rica
Itemise the Problems of Monetary Integration in Y\Agsica
Summarise the activities of Ecobank, an organ dDRAAS
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3.0 MAIN CONTENT
3.1 Background to Monetary Integration in West Africa

The decision for ECOWAS monetary integration wa®taeight years
after 1975 during the Conakry meeting of the HeaflsState and
Government in May 1983. Consequent to that decigiom committee
of Governors of Central Bank of ECOWAS as its megein Dakar in
September, 1983, set up a ‘Study Group’ under thspiaes of
ECOWAS Secretariat. The Study Group’s report wdsrstied in two
phases. The revised phase Il report was submibtédet committee of
Governors at their meeting in Nouakchott,MauritamaApril, 1987.1t
will be recalled that the terms of reference giverthe Study Group
include:

a) The economic implication and the pre-requisi the
establishment of the monetary zone;

b) Critical evaluation of the experience of the Westrican
Monetary Union (WAMU) Founded by Benin, Burkina Bas
Cote D’lvoire, Niger, Senegal, and Togo;

C) The management framework and institutional arrareyesfor
ECOWAS monetary Zone,

d) Discussion of the appropriate policies and adjustnmeasures
required by each member country for adhering tontfometary
zone;and

e) Examination of the viability of the various possilalpproaches to
the monetary zone, e g. a single monetary zonerdarge
WAMU along —side two or three sub regional monetanyon,
and if several monetary zones are co-existing béshament of a
regional co-ordination mechanism.

The study group in its report proposed a monetanezf the WAMU

type for ECOWAS, and a transitional period of fiwears (1988-1992)
before the single ECOWAS Monetary Zone could batec During

that period, some country will adopt specific cotiee policy measures
to remove source of disharmony arising particuléndyn exchange rate
and monetary and fiscal policies of the Governm@ihie adjustment
measures recommended are to be undertaken by thenembers of
the L'Union Monetaire Quest Africaine (UMOA) to maonize their

policies with those that obtain among the sevenmbex French-
speaking countries of the UMOA.

The recommended policy measures include exchange ra

adjustment;ceiling government borrowing from thenlbag system;
appropriate distribution of bank credit betweenegowment and private
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sectors and fiscal harmonisation.The envisaged tapneunion is
based on the common currency model with these riestas common
central bank;a common convertible currency to mlaexisting
national currencies; pooled external reservescémralisation of short
term domestic and external liabilities of natiosahtral banks in the
common central bank; the re-designation of existiagjonal central
banks; and a convertible guarantee agreement w&her of amajor
international currency in order to ensure stabibiyd international
confidence in the new common currency.Followingdbesideration of
the report,the Committee of Governors accepteddtdecided to adopt
aphased approach to ECOWAS Monetary Cooperatioreftect the
time profile of objectives to be pursued. The sherim efforts will be
directed towards improvement and strengtheninghefWest African
Clearing House (WACH) mechanism to facilitate iraged intra-
regional trade and payments transactions throughtegr use of national
currencies. For the medium-term, effort will be matbwards the
achievement of limited convertibility,while the ateon of a single
monetary zone with a common currency is the lomgn tebjectives. In
June,1987, the recommendation was committed td-itmence and the
executive ministers of ECOWAS at their Abuja megiifter
considering and adopting the recommendation, timarfeie Ministers
recommended the setting up of an interim coordigattommittee
comprising representatives of allthe central baMigjsters of Finance
and the Executive Secretariat to undertake thessacg follow —up
action on details of the programmes.The MinistéfSimance submitted
their recommendation to the 2$ession of the Councils of Ministers of
ECOWAS which was held in Abuja from July 3 to 6879

In considering the report, the Council of Ministestressed the
importance of monetary co-operation given problegpesed by the
multiplicity of currencies to the sub-regional igtation process.In this
regard, the executive Secretariat of ECOWAS waseasigd to develop
the community co-operation programme in trade, rtage transport
and communications sectors into coherent packagesngure the
required complementarily. It also underscoredtheedndor strong
political will in implementing the proposed monsgtaco-operation
programme. Thereafter, the Council of Ministers miited the
proposals to the Authority of Heads of State andveBoment for
consideration.

In the tenth ordinary session held in Abuja frorh T 9th July, the
Authority welcomed the progress recorded on thepgmagion towards
the creation of a single monetary zone in WestcafiConsequently, the
Authority adopted the proposed ECOWAS Monetary @oapon
Programme.A Co-ordination and Implementation Corteai{(CIM) was
set up to see how a single monetary zone with dienitonvertibility,
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would work out, leading to the establishment ofoanxmon currency in
1994.Unfortunately, time flies and yet little pregs has been made and
there are a lot of problems to be overcome. Itnighie light of this
development that's the debate over exactly whae tgp economic
monetary integration in West Africa would be desiesand how and at
what pace this should be achieved has intensifieddent times.

SELF -ASSESMENT EXERCISE 1
Trace the history of monetary integration in Weficda
3.2 The Concept of Monetary Integration

Monetary Integration involves the explicit harmatien of monetary
policies and the common pool of foreign exchangemees under the
authority of a single central bank. However, durihg intermediate
period, a pseudo- monetary union exists, whilellairitegration implies
fixed exchange rates (an exchange rate union),ecthility and capital
market integration. Thus, complete monetary intiégmarefers to the
permanent and irrevocable fixing of members’ exdeamates, the
complete convertibility of capital, and the estshihent of a single
central bank to be vested with the power contrglanpool of members’
foreign exchange reserves and of coordinating tben@mic and
monetary policies of the whole community. Thatiisis the total and
irreversible convertibility of currencies; completeeedom of capital
movements in fully integrated financial marketsd armevocably fixed
exchange rates, with no fluctuation margin betwemmber currencies
(Anyanwu,1993b)

3.3 The Benefits of Monetary Integration in West Afica
The benefits of this monetary integration include
a. the limitation of the influence some metropolitasuntries (such
as France) in West Africa;

b. the common pool of foreign exchange reserves inpgicthe
integration will help to economise the use of fgreiexchange

reserves;

C. the limitation of the impotence of West African gt at
international organisations;

d. the reduction of the preponderance of smugglinggadds and
currency trafficking;

e. enhancement of intra sub-regional trade and ovdeakl of

investment within the sub-region by improving thattprn of
resource allocation, better economic growth, capitavement,
and domestic savings;
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f. promotion of fiscal discipline; and the elimination intra sub-
regional the balance of payments problems.

3.4  The problems of Monetary Integration in West Afica

An indication of the restraints to West Africa Mdawy Integration may
be gauged in part from an examination of the dwacdf the sub-region
trade. The most striking aspect of this is the maliamount of intra-
West Africa trade that takes place. That intra -\WWdacan trade is so
miniscule is a symbol both of a great contemporaegakness. The sub-
region’s trade flow was such that the intra-ECOWASports as a
proportion to ECOWAS world exports was only 3% @72 but grew
only marginally to 3.5% in 1979. On the other hamdra-ECOWAS
imports as a proportion of total community, totapiorts grew from 2.8%
in 1970 to only 6% in1979 with an average of 4% tfug period.Total
intra-ECOWAS trade as a percentage of total ECOWASd trade rose
from 2.3% in 1970 to a mere 3.5% in 1979.Therdss a similar picture
in ECOWAS share of intra-Africa trade. Although EGBS’ share of
intra-African trade was rising, but the rise wathea slow and small,
changing from 1.2% in 1960 to 2.1% in 1970, 3.9%49%30 and 9.6% in
1989. It is also worthy of note that there is astderable amount of inter-
country variation in the percentage share of ifB@OWAS trade in total
trade. While the land-lock countries, such as Nidgirkina-Faso, and
Mali oriented a fairly substantial share of theiat trade toward the sub-
region, others oriented more of theirs outsidestiteregion. For example
in 1970, Nigeria is responsible for over 42% ofatdECOWAS world
exports but only 0.6% of intra-ECOWAS exports. @a import side, the
country accounted for 38.3% of total imports comimg the community
but just 0.4% of intra-ECOWAS imports. A similartigan prevailedin
1979 and for the twosub-periods. Unfortunately, foo countries that
had a fair share of their trade from the sub-regitvere is declining
trend as can be seen in the cases of Burkina FA294) and Niger (-
3%) between the sub-regions shown in the Tabl&5.2.

One can still gofurther to illustrate this unforate@ trend of low intra-
ECOWAS trade with the case of the largest ECOWA®ber country,
Nigeria. Table 5.2.3 shows the nation’s total exjpgrcountry/region of
destination from 1980-1989. It shows that in 198@lev50.4% of total
exports went to the European Community only 1.7%twe ECOWAS,;
in 1985, 66.2% of total exports went to the Eurep€ammunity while
only 3.5% went to ECOWAS.
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Table 5.2.1: ECOWAS Share of Intra-African Trade (1960-1989)

Year Total Value of Intra- Trade of
Exports (US$) ECOWAS as % of

196( 17.C 1.2

1970 61.0 2.1

1976 478.0 3.1

1980 1,956.0 3.9

1987 1,132.( 7.€

1988 1,298.0 9.2

1989 1,503.0 9.6

Source: Anyanwu (1993b)

Table 5.2.2: Intra-ECOWAS Trade as Percentage of Twal Trade,
1970-1975 and 1983-1988

Member | 1970-1975 1983-1988 %
States Impo| Exports| Total | Imports| Exports| Total | Change
rts Trade Trade| in Total
Trade
in
the
Benir 5 11 8 7.€ 9.€ 7.7 |-0.2
Burkina |20 | 45 325| 33 12 28.3 -4.2
Cape - - - 3 3.9 2.6 n. a
Gambic | 6 2 4 4 15.¢ 6.7 2.7
Ghana 7 2 4.5 22 6 16.4 11.9
Guinea 3 1 2 4 0.5 1.7 -0.3
Guinea [0 1 0.t 7 1.2 3.€ 3.4
Cote 5 7 6 12 13 12,8 | 6.8
Liberia |1 1 1 4 1.4 2.4 1.5
Mali 24 (32 28 33 8 298 | 1.8
Mauritanial5 1 8 6 5.8 5.8 -2.2
Niger 13 |29 21 23 13 18 -3.0
Nigeric |0 2 1 1 3.5 2.€ 1.€
Senege |7 15 11 12 16.7 12,6 2.€
Sierra 8 2 5 21 1.4 116 | 6.6
Togo 5 3 4 5 6.8 5.8 1.8

Source: Anyanwu (1993b)

188



ECO 247

MODULE 5

Table 5.2.3: Nigeria’'s Total Exports by Country/Regon of

Destination, 1980-1989 (%)

Year EC U.S.A |Japan |[ECOWAS Others |Total
198( 50.4 33.2 1.t 1.7 14.7 100.(
1981 50.5 28.3 0.1 4.4 14.3 100.0
198: 41.€ 34.¢ 0.1 2.4 20.¢ 100.(
1983 59.0 21.6 0.1 2.8 16.5 100.0
1984 62.0 13.0 0.1 4.5 19.4 100.0
1985 66.2 18.1 0.1 3.5 12.1 100.0
198¢ 47.€ 35.C 0.1 3.C 15.2 100.(
1987 41.9 47.8 0.1 6.2 4.8 100.0
1988 36.3 49.8 0.2 7.0 6.7 100.0
1989 36.5 51.1 2.7 7.0 0.7 100.0

Source: Anyanwu (1993b)

In 1989, 36.5% of Nigeria's export went to the Epgan Countries (EC)
while 51.1% went to the US-only 7% went to ECOWA®e case of
imports is even worse as we can see from Tabld.5T2e table reveals
that 57.9% of Nigeria’s imports came from the Ewap Countries in
1980 while only 0.7% came from ECOWAS in that yeBy. 1989,
61.1% of Nigeria’'s total imports came from the EQile only 0.9%
came from ECOWAS. Thus, available evidence portrBGOWAS
members as not conducting a reasonable proporticthexr external
trade among themselves. To worsen matters, Westafkfreconomies
are deeply penetrated by those of France, Britmnd, other ex-colonial
powers, and increasingly by the USA and Japan wh@seactional
corporations are moving in to exploit and extraetthe troubled areas
of West Africa-Liberia, Benin, Togo etc. intervesris by outside
powers is now almodde riguer. Also trade is monopolized as for the
Nigerian case where over 70% of exports and impedpectively go to
and from industrial nations of the world.

Even in this, West African countries have been cstitgrs (exports of
primary products) rather than partners in tradehwitdustrialised

countries of the West, and the rivalry extendsttmaeting tourists and
inward investment from European firms or wider-lmageultinational

corporations.Another resulting uncomfortable facthat something like
70% of all West Africa’s revenues comes from th@aek of primary

products. This leaves little room in which to mavsu Such close
relationships with western world are not limitedebgports and imports
but extend to debt dependency such that by 198%webanks held
between one-half and two-thirds of the US$55.9duil(only US$ 15.8
billion in 1980) owed by West African countries.
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Indeed, West African monetary integration efforises considerable
difficulties that came of working together ; disiparwf size as between
Nigeria on one hand and the rest on the otheretigting pattern of
trade entirely geared to countries outside Africaifly in the West)
and communication developed to assist this skeveet tpartners.Other
problems facing West African monetary integratioa tariff and non-
tariff barriers in which West African nations depereavily for
revenue. Such trade barriers include import dutiegport duties,
production taxes or excise duties, and consumpéires. The non-tariff
barriers of exchange controls involving restricioon payments for
imports, invisibles and capital transfers, preswip of currency and
compulsory surrender of part or whole of importqaeds; quantitative
import and export controls (import and export lisexy , import and
export quota prohibition); and advance import sigsp] documentation
and procedural requirements; and sanitary heatith,caality standards
and packaging requirements. Indeed, such stringaté and exchange
restrictions create malpractices which have sericussequences for
monetary integration. Such malpractices include r-watuation of
imports, under-valuation of exports, smuggling ahegal currency
trafficking. The resulting loss of revenue to goveent, the dissipation
of scarce exchange resources through capital fliglessure on
exchange rate and the balance of payments exddsaunable impact
on fiscal and monetary policies. Thus, to the extbat these forces
exacerbate the disharmonies in exchange ratesiscad &nd monetary
policies, they constitute serious obstacles to WAdsican monetary
integration.

Table 5.2.4: Nigeria’s Total Imports by Country Redon of Origin,
1980-1989

Year EC U.S.A | Japan ECOWASOthers |Total
198( 57.¢ 9.2 10.z 0.7 22.C 100.(
1981 62.1 10.7 13.3 0.4 13.5 100.0
198- 56.% 9.t 11.¢ 0.2 22.€ 100.(
1983 51.1 11.2 9.2 0.5 28.0 100.0
1984 54.0 12.5 8.1 1.2 24.2 100.0
1985 58.9 134 7.4 0.7 19.6 100.0
198¢ 55.C 11.¢ 5.1 0.€ 27.2 100.(
1987 62.7 8.3 9.0 1.3 18.7 100.0
1988 46.4 8.7 8.3 1.8 34.8 100.0
1989 61.7 15.9 6.6 0.9 15.5 100.0

Source: Anyanwu (1993b)
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Another major problem of monetary integration istttof currency
inconvertibility. Indeed, a major limitation to We#éfrican monetary
integration is the existence of a multiplicity amconvertible national
currencies in West Africa. This factor has resuitedhe emergence of
restrictive trade and wide spectrum of diverse arge regimes as well
as divergent fiscal and monetary policies in the-sagion. Perhaps with
the exception of Liberia where the US dollars s thajor currency and
the Franc Zone where the CFA France with convdityibis used, all
other currencies in the subregion are inconvettilheidentally, the
hurdles to cross towards convertibility are notessy ones since the
prerequisites include realistic exchange ratesd{ole in terms of
market expectations i.e. real exchange rate thabmpatible with a
sustainable balance of payments over the medium)tesippropriate
macroeconomic (monetary and fiscal policies elitiara of price
controls, and adequate foreign exchange reserves.

A final difficulty which will always impede the eWuation of a successful
monetary integration in West Africa is lack of pigal will to
implement such indigenously articulated programnoe €conomic
growth and development. West African leaders prefereign
prescriptions to homegrown solutions to the ecooamalady. It is little
wonder then that almost all the countries in WefsicA have embarked
upon one economic adjustment programme or the osdtmmmended
by Western financial institutions but those recomdex by the
Economic Commission for Africa or other sub-regiogeoups have
been ignored. The flesh is willing but the spifpaars weak. Though
the problems are formidable, they may still be oware. Yet, if they are
to be overcomed, West Africa must find some newtipal motivation
to bring it nearer to genuine unity, without suchtivation, the current
efforts towards West African monetary integratioke | other similar
sub-regional efforts will turn out to have beenmore than an exercise
in rhetoric.

SELF -ASSESMENT EXERCISE 2

Evaluate the merits and challenges of Monetaryghation in West
Africa

3.5 Ecobank Transactional Incorporated

3.5.1 Formation of Ecobank

The history of Ecobank dates bank to 1979 whenrakyeesidents of
the West African Chambers of Commerce and industgan to develop
the idea of creating a financial institution withetaim of promoting

intra-African trade and industry within the subdimey and thereby
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lending the private sector support to the realisabf the objectives of
ECOWAS. Some leading members of the Federatioheo¥¥est African

Chambers of Commerce (FWACC) latter brought the idiethe project
to the knowledge of some Head of State of the sgiln who supported
it. The project was officially presented by the $tdent of FWACC to
the summit meeting of ECOWAS Heads of State ande@wwent in

May 1983 in Conakry, Guinea. In the 1984 summit kont was

approved. However, the bank was formally created986. Its

headquarters is in Lome, Togo. The bank was offjcigpened on the
March, 1989.

3.5.2 Objectives of Ecobank

a. Ecobank is to contribute to the financial, economia social
development of the ECOWAS member countries.

b. To mobilise and promote investment for productivepose of
private and public resources from within and owdstbe sub-
region.

C. To promote the development of trade, particularfy itra-
ECOWAS trade which by 1988 accounted for only 5% ade in
the sub-region.

d. To provide supporting facilities for project rehlggbtion at
services to help solve pressing problems of ingustrmember
states of ECOWAS.

e. To provide technical assistance for the preparatioancing and
implementation of development projects.

f. To promote the growth and improvement of indigenbasking
and financial institution and service throughout@®EAS.

3.5.3 Ownership, Structure of Operations of Ecobank

Ecobank is the second off-share bank in privatéoséa ECOWAS
countries with the Federation of West African Chansbof Commerce
at its vanguard.Its authorized capital is $100wmilliout of which 50%
were initially issued and totally subscribed to.eT$hareholders in the
bank are individuals and institutions from the ld&umtries of West
African who participate through their various caieg’ chambers of
commerce and industry. The ECOWAS fund for Co-opana
Compensation and Development (FCCD) is also a kbater having
contributed 10% of the bank’s capital.As a bankwvaitf-shore status, it
will operate in the various countries without sutimg directly to the
regulations of individual countries and with itsptal holding always
in a convertible currency (probably the dollar).pnthe bank’s
affiliated in each member state will be under Idgahking regulations
with its capital in local currency.The Togolese sidiary or affiliate
which was opened also in March, 1989, had an aiz#brcapital of
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750 million CFA Francs (1.e. N11.75million FEM rads at 1 March,
1989) out of which 25% are owned by the Ecobank3mational and
the remaining 5% by local concerns.With the operohghe Togolese
affiliate, the next opened late in 1989 is the M@geaffiliate (known as
Ecobank-Nigeria) to be followed by the Ivorian @enegalese braches
in that order.The affiliates in the other 12 coiggrwill have to wait
because of the precarious economic conditions preyain those
countries.

The Nigerian affiliate has an authorized capitaN@5 million and was
registered in March 1987, though it was expectedcéonmence
operation late in 1988, this Nigerian subsidiarypvsned 40% by ETI
and 60% locally.The local subsidiaries of the bankach country are
divided into two sections: One for commercial bawgkivhile the other
is a corporation for development services. The Begations operate
independently so that the development corporataesdot constitute a
stumbling block for the progress of the commerciadnking
operations.The ETI operates as wholesales banketfie principal
financial centres of the world and through its WeAfrican
headquarters, provide such quality of financiave&s as may not be
available as yet in ECOWAS.

The Ecobank regulations provide for a Board of Clwes of ten

members in addition to one chairman. One of sucimbess is to be
nominated by the ECOWAS fund and two others by téehnical

partners, the CITIBANK of America. The other seveeambers shall be
representatives of the Founder —Shareholders amer atvestors of
Ecobank and shall be drawn from the countries ef \tflest African

sub-region.The ETI then has Dr. Thomas Hope ofr&i¢reone as
President and Chief Adeyemi Olusola Lawson (of Najeas Vice

President.The technical partners, the Citibank,rapgesented by Mr.
Alan S. Goldie who is also the Assistant Direct@r@ral.Ecobank-
Togo has Mr. Yao Pali Tchalla as president and NIP. Barlay as
Managing Director. Table 5.2.5 shows the distributiof Ecobank
Transnational Incorporated capital.
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Table 5.2.5: Distribution of ETI Capital

Countries Allocation in % of Allocation
$m

1. ECOWAS 5.0C 10.C

2. Benin 1.75 3.5

3. Burkina Faso 2.00 4.0

4. Cape Verde 0.50 1.0

5. Cote D’lvoire 5.0C 10.C

6. Gambia 0.50 1.0

7. Ghana 1.50 3.0

8. Guinea Bissau 1.00 2.0

0. Guinea 0.5C 1.C

10. Liberia 1.75 3.5

11.  Mali 1.0C 2.C

12. Mauritania 0.5C 1.C

13. Niger 1.7¢ 3.5

14. Nigeria 20.(0 40.C

15. Senegal 3.50 7.0

16. Sierra Leone 1.7¢ 3.5

17. Togo 2.00 4.0

Total 50.0 100.0

SELF —~ASSESMENT EXERCISE 3
Weigh the pros and cons of monetary integratioest Africa.
4.0 CONCLUSION

We discussed in this module that the decision IGOBVAS monetary
integration was taken eight years after 1975 dutfregConakry meeting
of the Heads of State and Government in May 198@. Study group in
its report proposed a monetary zone of the WAMUetjgr ECOWAS,
and a transitional period of five years (1988-1982jore the single
ECOWAS Monetary Zone could be created. The recorderpolicy
measures include exchange rate adjustment;ceilimmyergment
borrowing from the banking system; appropriate rdistion of bank
credit between government and private sectors anskcalf
harmonisation.The envisaged monetary union is basethe common
currency model with these features:a common cebiak;a common
convertible currency to replace existing nationakrencies; pooled
external reserves; the centralisation of short tdomestic and external
liabilities of national central banks in the commmentral bank; the re-
designation of existing national central banks; aamdconvertible
guarantee agreement with issuer of amajor intemalki currency in
order to ensure stability and international coniice2in the new common
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currency.The benefits of this monetary integrafrmiude:the limitation
of the influence of some metropolitan countriesVifest Africa; the
common pool of foreign exchange reserves implicithie integration
will help to economise the use of foreign exchangserves; the
limitation of the impotence of West African Natiat international
organisations and the reduction of the preponderarficsmuggling of
goods and currency trafficking among others. Thebl@ms of
Monetary Integration in West Africa are the unfarahle direction of
sub-regional trade, disparity of size as betweageN& on one hand and
the rest on the other; tariff and non-tariff baisie currency
inconvertibility and lack of political will. Ecob&nwas set up with the
objective of contributing to the financial, econemiand social
development of the ECOWAS member countries throongibilisation
and promotion of investment for productive purpadeprivate and
public resources from within and outside the suioreg

5.0 SUMMARY

In this unit, we explained the history and basiaaapts of monetary
integration. We further discussed the benefits @sWAfrican nation
from monetary integration as well as the constsaiatthe realisation of
monetary integration in West Africa. Having deaithweconomic co-
operation in West Africa, we can now proceed toeptbconomic co-
operation in Africa such as NEPAD.

6.0 TUTOR-MARKED ASSIGNMENT

What is the status of Ecobank in the present toar,the bank stand the
test of time?
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1.0 INTRODUCTION

A nation cannot be an island on its own, econonuegeration on
many grounds has become a reality in Africa andixtbdd at large. We
have introduced this concept of economic co-opamaéind discussed
an aged and highly recognized economic cooperatioWest Africa,
ECOWAS. Yet, there are many more economic coopmrsitin Africa
and the globe at large. One of such is a partnelisheconomic terms
that was initiated by the African Union (AU) andithemerged the New
Partnership for African Development (NEPAD). Insthinit, NEPADan
African adopted plan will be discussed especiatly the key role it
played in shapening several economic plans andipslat the national
level.

2.0 OBJECTIVES
By the end of this last unit, you should be able to

o Define the meaning and objectives of NEPAD
o Describe the structure of NEPAD
o Highlight some programmes of NEPAD
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o Appraise the Performance of NEPAD
3.0 MAIN CONTENT

3.1  Origin, Meaning, and Focus of NEPAD
3.1.1 Historical Background

Historical context: Origins and influences

By the 1970s and 1980s, many African countries wierated, but
these were also decades that were characterisedliigal instability,
military coups, one-party governments, dictatorskapd the heightened
influence of Cold War politics in African affairfaced with the onset of
an economic crisis — huge foreign debts and dexliime social
development — and the failure of the internatidirencial institutions'
free market policies, African countries tried toveese these trends by
calling for a new international economic order (R)Ethrough which
they could craft self-reliant, culturally relevaanhd state-influenced
development strategies.In such a context, Africaadérs found it
necessary to transform the focus of the OrganisatioAfrican Unity
(OAU) from political liberation to economic develoent. Hence,
throughout the 1980s and 1990s African governme&rts on to design
a series of pan-African development approaches twtiiey felt were
relevant to the needs of their people. These tniéa included: the
Lagos Plan of Action (1980), the Final Act of Lagd®80), Africa's
Priority Programme for Economic Recovery (1986-1)9908e African
Alternative Framework to Structural Adjustment Ragme (1989), the
African (Arusha) Charter for Popular Participatiand Development
(1990), the Abuja Treaty (1991) and the Cairo Age(itb94) amongst
others.

Faced with the failures of these plans, the ills tbé structural
adjustment programmes of modernisation and fathrayvth rates when
other regions such as Asia were on the rise, ‘a bmed of African
leaders’ entered the 21st century with proclamatioha re-birth for
Africa.lt is in this regard that the New Partnepshior Africa's
Development (NEPAD) is the result of three paraltetiatives. The
first is the Millennium Africa Recovery Plan (MAP)ed by South
African President Thabo Mbeki and unveiled at therM/ Economic
Forum in Davos in January 2001. The second initats the Omega
Plan, crafted by the President of Senegal, Abdeuldyade, and
presented to the Summit of Francophone Africandesath Cameroon in
January 2001. MAP and the Omega Plan were then icechlio give
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birth to a third initiative the New African Initize (NAI) that then led

to NEPAD in 2001.All the three initiatives shared@@nmon interest in

increasing the pace and impact of Africa's develpmWhile these

initiatives share common characteristics, thereewalso differences
reflecting the regional and other priorities of #reactors. Compromises
had to be made in order to merge the three propasia@ one initiative.

NEPAD thus reflects the compromises involved invarg at a single

initiative.

Founding member countries of NEPAD included SoutihicA, Nigeria,
Algeria, Egypt and Senegal.NEPAD was adopted bycAfr Heads of
State and Government of the OAU in 2001 and waidie@tby the
African Union (AU) in 2002 to address Africa's deymment problems
within a new paradigm. NEPAD's main objectives a&oe reduce
poverty, put Africa on a sustainable developmenthpdalt the
marginalization of Africa, and empower women.Sint® initiation,
NEPAD has been promoted widely both within Africadain the
industrialised North. NEPAD is now recognised as rigsfs
development plan by all the governments of the INodnd the
international financial institutions, and by manynternational
governance institutions like the United Nations.M is widely seen
as the mechanism through which support to Africdévelopment
efforts can be best delivered. Thus, the NEPAD ggedas come to be
accepted not only by African countries and RECsdisd by Africa's
development partners as the framework mechanism tfogir
development efforts.

The 37th OAU Summit in Lusaka, Zambia in July 2Qfdopted the
New Partnership for Africa's Development (NEPADy, the integrated
and comprehensive socioeconomic development progeamto
accelerate Africa's renewal, in the form of Dediaral (XXXVII).The
Lusaka Summit also agreed on the creation of thaedslef State and
Government Implementation Committee (HSGIC), whigch turn
established the NEPAD Steering Committee and thEeANE Secretariat
to coordinate and administer its activities. NEPAfad as its
overarching objectives the eradication of povettye promotion of
sustainable development and the arrest of the malig@ation of Africa
under globalisation. In particular, the goal todécate poverty in Africa
was focused on meeting the Millennium Developmeoal& (MDGs).In
line with the integration of NEPAD into the structs and processes of
the AU, the 14th AU Summit held in Addis Ababa, iBffia in February
2010, strengthened the NEPAD programme by transignthe
NEPAD secretariat into an implementation Agencyhe tNEPAD
Planning and Coordinating Agency (NEPAD Agencyislalso in this
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regard that the NEPAD Heads of State and Governingsiementation
Committee (HSGIC) was transformed into the NEPADadie of State
and Government Orientation Committee (HSGOC). laitazh, the
Summit authorised the Chairperson of the AfricamodrCommission to
exercise supervisory authority over the NEPAD Agenc

3.1.2 Meaning of NEPAD

The New Partnership for Africa's Development (NEPA®a VISION
and STRATEGIC FRAMEWORK FOR AFRICA's RENEWAL.
NEPAD is a comprehensive integrated sustainableldpment initiative
for the economic and social revival of Africa. $ta pledge by African
leaders, based on a common vision and shared ¢mmvibat they have
a pressing duty to the African people to eradiqgateerty and to place
their countries, both individually and collectivelypn the path of
sustainable growth and development, at the same, tim participate
actively in the world economy and body politic. NHP envisages a
new framework of an Action Plan between the comtiirend the rest of
the world based on Africa setting its own agenda.

It seeks to lay out, in broad terms, a strategyAfnca’s economic
renaissance and sustainable development. It is @aprehensive
integrated development plan that addresses keyalsoeconomic,
environmental and political priorities. NEPAD isuaique opportunity
to improve governance in Africa and lure investnterthe continent. Its
foundation stone is a commitment to uphold glob&ndards of
democracy and good governance.

The NEPAD strategic framework document arises feomandate given
to the five initiating Heads of State (Algeria, BgyNigeria, Senegal,
and South Africa) by the Organisation of African ityn(OAU) to
develop an integrated socio-economic developmeamédwork for
Africa. The 37 Summit of the OAU in July 2001 formally adoptee th
strategic framework document.

3.1.3 Objectives and Principles of NEPAD Objectivesf NEPAD
o To eradicate poverty;

To place African countries, both individually anallectively, on
a path of sustainable growth and development;

o To halt the marginalisation of Africa in the gloisaltion process;
To enhance its full and beneficial integration inttee global
economy;
o To accelerate the empowerment of women.
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Principles and Values of NEPAD

Good governance as a basic requirement for peacarity and
sustainable political and socio-economic develapme

African ownership and leadership, as well as braad deep
participation by all sectors of society;

Anchoring the development of Africa on its resosrcand
resourcefulness of its people;

Partnership between and amongst African peoples;
Acceleration of regional and continental integmatio

Building the competitiveness of African countriemdathe
continent;

Forging a new international partnership that chandke
unequal relationship between Africa and the depadioworld
and

Ensuring that all partnerships with NEPAD are lidk® the
Millennium

Development Goals (MDG) and other agreed developrgeals and
targets.

3.1.4 Immediate Desired Outcome of NEPAD

1.

2.

200

Africa becomes more effective in conflict prevemtiand the
establishment of enduring peace on the  continent;
Africa adopts and implements principles of demogrand good
political economic and corporate governance, aagtbtection of
human rights becomes further entrenched in evenycat
country;

Africa develops and implements effective povertaderation
programmes and accelerates the pace of achievingfsean
development goals, particularly human development;

Africa achieves increased levels of domestic saiag well as
investments, both domesticand  foreign;

Increased levels of Official Development Assistaf@®A) to
the continent are achieved and its effective @tilon
maximised;

Africa achieves desired capacity for policy devehent,
coordination and negotiation in the internationana, to ensure
its beneficial engagement in the global economy,  peesilly

on trade and market access issues

Regional integration is further accelerated and hkig
levels of sustainable economic growth in Africais
achieved;
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8. Genuine partnerships are established between Afité the
developed countries based on mutual respect amdiability.

SELF ASSESMENT EXERCISE 1
What is the focus of NEPAD?

3.2 NEPAD Programs and Structure
3.2.1 NEPAD Programmes

The eight priority areas of NEPAD are: politicalcoeaomic and
corporate governance; agriculture; infrastructueelucation; health;
science and technology; market access and touasthgnvironment.

During the first few years of its existence, themtask of the NEPAD
Secretariat and key supporters was the populatsati NEPAD’s key
principles, as well as the development of acticemplfor each of the
sectoral priorities. NEPAD also worked to develogrtperships with

international development finance institutienscluding the World

Bank, G8, European Commission, UNECA and otharsd with the
private sector

After this initial phase, more concrete programsreveeveloped,
including:

o The Comprehensive Africa Agriculture Developmermag?amme
(CAADP), aimed at assisting the launching of aégreevolution’
in Africa, based on a belief in the key role of iagiture in
development.

o The NEPAD Science and Technology programme, inotyidin
emphasis on research in areas such as water seird@nergy.

o The "e-schools programme", adopted by the Headstaik and
Government Implementation Committee (HSGIC) in 2@83an
initiative to equip all 600,000 primary and secarydschools in
Africa with IT equipment and internet access within 10 years, in
partnership with several large IT companies.

o The launch of a Pan African Infrastructure DevelepiFund
(PAIDF) by the Public Investment Corporation of 8oifrica,
to finance high priority cross-border infrastruetyarojects.

o Capacity building for continental institutions, worg with the
African Capacity Building Foundation, the Southe#irica
Trust, UNECA, the African Development Bank, and esth
development partners. One of NEPAD's priorities basn to
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strengthen the capacity of and linkages among tkgidRal
Economic Communities.

o NEPAD was involved with the Timbuktu Manuscriptsofect
although it is not entirely clear to what extent.

3.2.2 NEPAD Structure

NEPAD is a programme of the African Union desigrtedmeet its
development objectives. The highest authority ok tNEPAD
implementation process is the Heads of State ancgei@ment Summit
of the African Union, formerly known as the OAU. &HReads of State
and Government Implementation Committee (HSGIC) mages 3
states per AU region as mandated by the OAU Sumiditly 2001 and
ratified by the AU Summit of July 2002. The HSI(poets to the AU
Summit on an annual basis. The Steering CommitteeNBPAD
comprises the Personal Representatives of the NERA&us of State
and Government. This Committee oversees projectsd an
programmedevelopment. The NEPAD Secretariat coatei
implementation of projects and programmes apprdyetthe HSIC.

The NEPAD leadership and governing structures
The NEPAD governance structures are:

- The Assembly of the African Union (AU)

- The NEPAD Heads of State & Government Orientation
Committee (HSGOC)

- The NEPAD Steering Committee (SC)

Relationship between AU Assembly and HSGOC

The Chairperson of the HSGOC reports to the AU Addg on the
activities of the HSGOC and makes recommendationsdnsideration
and adoption. In this regard, the NEPAD Agency pmtes the
chairperson with technical support on drafting thkair's summary
report to the Assembly and prepares the draft aeqs) to be tabled in
the Assembly for resolution. The other NEPAD ralateports are
provided to the Heads of State and Government deroto widen
understanding, engagement and ownership of NEPABIIihe Heads
of State and Government in the Assembly.
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NEPAD Agency

What is the NEPAD Planning and Coordinating Agency(NEPAD
Agency)?

NEPAD has strengthened its programme by transfaymsecretariat
into a more focused implementation agency, nambély NEPAD

Agency.This development is the result of NEPADt&gnation into the
structures and processes of the African Union (Add)per the AU
Assembly decision at the February 2010 14th AU Siinim Addis

Ababa, Ethiopia. This is the first time that anigdn regional initiative
has been institutionalised in the form of a develept agency within
the AU family. The Agency is the institutional vela for implementing
the AU development agenda of NEPAD.The Agerayhose offices
will carry on being based in South Africa as was ttase with the

Secretariat offers a more practical and technical focus onNEAD
goals and on important development projects adtassontinent.

What is the mandate of the NEPAD Agency?

Designated as the technical body of the Africanddnthe core mandate
of the NEPAD Agency is to facilitate and coordintte implementation
of regional and continental priority programmes gndjects and to
push for partnerships, resource mobilisation andearch and
knowledge management.The strategic direction ofNE®AD Agency
is based on the following thematic areas:

Agriculture and food security;

Climate change and natural resource management;
Regional integration and infrastructure;

Human development;

Economic and corporate governance; and
Cross-cutting issues of gender and capacity deusop.

The Agency is financed through the statutory busigdtthe African
Union Commission (AUC), voluntary contributions fmoAU member
states, and additional budgetary support from agreént partners and
the private sector.

The NEPAD Agency within Africa’s institutional architecture

The agenda of the NEPAD Agency includes promotingaeced state

capacity in Africa to drive the continental develmgmt processes and

assisting in creating an enabling environment itowdaite private sector
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engagement for sustainable growth and developmémtiuding
implementing investment programmes and projects.

The NEPAD Agency functions and intervenes in thericah

development agenda by building institutional linkagand tapping into
existing technical resources in support of the NBPAgenda. In
providing support to the NEPAD Agency, the core lenpenters for the
NEPAD programme are AU Member States, regionalitingins,

particularly RECs, and multilateral and bilateral’/dlopment agencies.
The NEPAD Agency mobilises expert knowledge andoueses to
support the development and design of investmeagrpmmes for
wealth creation and socioeconomic growth, and isnrodted to

becoming a learning and results-oriented institutio

In advocating and promoting the AU of Africa owrtgpsand leadership
of the continent's development process, the Ageonbystly engages
African and global stakeholders in closer and vateen partnerships
for the implementation of the NEPAD programme, igatarly civil
society organisations.

NEPAD Agency's operating model

The management structure of the Agency revolvesinardive key
interlinked functions: strategy and knowledge mamagnt; Policy
alignment and programme development; programme eim@htation
and coordination; partnerships, resource mobibsati and
communication; and corporate services.

What are the desired key outcomes of the NEPAD Agey's
interventions?

The Agency's objectives include:

o Strengthened regional and continental integrationathieve
sustainable economic growth and development;

. Enhanced capacity of member states and RECs totonaamd
evaluate the implementation of the NEPAD programme;

o Implementation of effective growth strategies andvety

eradication programmes to accelerate African dewvetnt goals
through high-quality sector and cross-sector pnognas and
projects;

o That Africa achieves desired implementing capaxifer active
engagement on the global stage in all respects;
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. That the NEPAD Agency becomes the knowledge hubithen
continent;

o Partnerships based on equality, mutual respectuatability
and responsiveness are forged between Africa andlaimment
partners for better delivery of AU/NEPAD developrhegoals;
and

o Civil society and the private sector become angiratepart of the
development processes.

3.2.3 NEPAD Partners

UN Economic Commission for Africa (UNECA)

African Development Bank

Development Bank of Southern Africa (DBSA)

Investment Climate Facility (ICF)

African Capacity Building Foundation

Office of the UN Under-Secretary-General and Spe&aviser
on Africa

o IDC (The Industrial Development Corporation) - Spon of
NEPAD

SELF ASSESMENT EXERCISE 2
Mention some important programmes embarked uporERAND
3.3  Appraisal of NEPAD

NEPAD was initially met with a great deal of skeim from much of
civil society in Africa as playing into the 'Wasgion Consensus' model
of economic development. In July 2002, membersoofes 40 African
social movements, trade unions, youth and womerganations,
NGOs, religious organizations and others endorbedAfrican Civil
Society Declaration on NEPAD rejecting NEPAD; a itam hostile
view was taken by African scholars and activisgliectuals in the 2002
Accra Declaration on Africa’'s Development Challenge

Part of the problem in this rejection was the psscey which NEPAD

was adopted was insufficiently participatetsivil society was almost
totally excluded from the discussions by whichame to be adopted.
More recently, NEPAD has also been criticised bgnemf its initial
backers, including notably Senegalese Presidentéagie Wade, who
accused NEPAD of wasting hundreds of millions ofllaite and
achieving nothing. Like many other intergovernmébitadies, NEPAD
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suffers from slow decision-making, and a relativplyorly resourced
and often cumbersome implementing framework. Ther@ great lack
of information about the day-to-day activities ohet NEPAD

secretariatthe website is notably uninformativ¢hat does not help its
case.

However, the program has also received some acuzptrom those
initially very critical, and in general its statusas become less
controversial as it has become more establisheditarmtograms have
become more concrete. The aim of promoting greatsgional
integration and trade among African states is walxd by many, even
as the fundamental macroeconomic principles NEPA8oeses remain
contested.But if these are to become real, NEPAD kdve to be
transformed into an internal relationship of acdability between
African governments and their own citizens. The ligbiof the
programme to achieve objectives will depend largghypn what the
governments do, primarily at a national level, tmpiement the
commitments in the comprehensive plan. Nationalerpretation,
ownership and control are critical factors that wétermine the success
or otherwise of NEPAD. For NEPAD to have a real atipon the lives
and livelihoods of Nigerian people, it will be \itéo engage all
stakeholders including the private and public se&nd the civil society
in the “NEPAD National Process” according to coyrdawned
development strategies. The Plan has to effectiteke off at the
national level. A proper legislative backing may heeded to put in
place an effective and functional institutional amgement for the
operationalization of NEPAD programmes in Nigeria.

SELF ASSESMENT EXERCISE 3
What can be done to assist NEPAD in actualizingdials?
4.0 CONCLUSION

NEPAD seeks to lay out, in broad terms, a stratémy Africa’s

economic renaissance and sustainable development.is| a

comprehensive integrated development plan thatesdds key social,
economic, environmental and political prioritiesERAD is a unique
opportunity to improve governance in Africa andelumvestment to the
continent. The eight priority areas of NEPAD arelitical, economic
and corporate governance; agriculture; infrastmectaducation; health;
science and technology; market access and touasish;environment.
Amidst several criticisms of non-participatory ex&inent and poor
implementation, NEPAD is still seen as a prograntive can foster
African unity and development. Some measures thiahvake real the
aspirations of NEPAD include its transformation oinan internal
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relationship of accountability between African gowaents and their
own citizens. The ability of the programme to avki®bjectives will

depend largely upon what the governments do, pilynat a national
level, to implement the commitments in the compnsihes plan. It will

also be vital to engage all stakeholders includiregprivate and public
sector, and the civil society in the “NEPAD NatibRaocess”. A proper
legislative backing may be needed to put in placeeHective and
functional institutional arrangement for the opemadlisation of

NEPAD programmes in Nigeria.

5.0 SUMMARY

This unit has so far reviewed an economic co-op@ratin
Africa, NEPAD. The objectives, core principles amalues of NEPAD
were rendered. We further reviewed the structureerational
framework and programmes of NEPAD. In addition sokfiecan and
International partners of NEPAD were equally listdd the final
analysis, scholarly appraisal of the programme wvafly treated while
suggestions to improve the effectiveness of NEPADerew
provided.Having said this, it is my pleasure toomf you thatyou are
gradually approaching the end of this module andxXignsion the end
of this course as you have one unit more to gonlisare you will be
excited and delighted to hear that, the last uijust on international
trade. You will definitely find it interesting as @arting shot. Have a
wonderful time as you read through the last unit.

6.0 TUTOR-MARKED ASSIGNMENT

Discuss extensively the NEPAD concrete programns#ed in section
3.2 above

7.0 REFERENCES/FURTHER READING
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1.0 INTRODUCTION

This unit is the last unit in this module and inaéty the last of this

course ECO 207. The unit examines issues reladimgernational trade.
It commences with theoretical exposition of the Kggiound and

rationale for international trade. Some conceptseweviewed such as
comparative advantage law and conditions for irstiéonal trade. Also,

the balance of Payments concept was exposed wliésea is made of
the Nigerian experience in relation to the abovesiiilar discussion

equally occurred on trade policy regimes while exdé sector

performance was also examined.

2.0 OBJECTIVES

By the end of this unit you should be able to:

o State the rationales for international trade

. Explain the concepts of comparative advantage; itond for
trade and balance of payments

o Relate the Nigerian experience regarding the cdscdmve

o Identify the features of trade policy regimes igélia

. Summarise the external sector performance
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3.0 MAIN CONTENT

3.1 Theoretical Background and Rationale for Interrational
Trade

All over the world, Nigeria inclusive, internatidnade has been an
area of interest to both policy-makers and econgniss importance
lies on the ability to obtain goods which cannot greduced in the
country or which can only be produced at greatgreagze. Also, it
enables a nation to sell its domestically produggads to other
countries of the world.

The performance of a given economy in terms of ginonates of output
and per capital income has not only been basedhendbmestic
production and consumption activities, but also, iorernational
transaction of goods and services. Indeed, it hasnbgenerally
acknowledged that foreign trade is an engine ofwgro and
development (Adewuyi, 2002). Nevertheless, the ingmze of foreign
trade in the development process has been streéssdte two-gap
programming model developed by Mcknnon (1964) aher@ry and
Strout (1966).

Reasons for International Trade

The rationales for international trade include:

o Obtaining goods which cannot be produced in a go@mtry or
can only be produced at greater expense in offteeavorld;
Differences in climatic and geological conditions;
Differences in the skills of labour;

Differences in the accumulation of capital accoanig
Differences in factor endowments (Derek 1974).

SELF-ASSESMENT EXERCISE 1

What are the other reasons for international trade?

3.2  Conceptual framework

3.2.1 Law of Comparative Advantages/Costs

The framework for foreign trade is based on the @wcomparative
costs. Comparative costs assumes that trade wilbéyeeficial to a
country if it concentrates on the production ofsh@oods in which it
has the greatest relative advantage over its aoamtners. This law is

however, an extension of the absolution advantagedigm in industry.
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That is, gains will be available to a given courdgoylong as it transfers
resources towards the industry in which its absgolot comparative
advantage is greatest. The country then sells thelus to other
industries in which their deficiency is least (Defd74)

3.2.2 Conditions for International Trade

However, it must be noted that the theory discusdsale depends on
the existence of certain conditions for internagilortrade, and
complications arise if these conditions are not. met

These conditions include:

J Existence of free trading environment that enableountry to

concentrate on the production of good or goodswhich its
comparative advantage is greatest;

o There should be free movement of factors from owkistry to
another,

J The production opportunity cost ratios in differeountries must
differ;

. The exchange rates of currencies must lie betweerimits set
by the international (non-trading) price ratios fdifferent
products;

o Transport costs should not be so high as to outwthig price
advantage enjoyed by exporters over domestic peyduand

o Trade should not be seriously inhibited by art#icbarriers to

trade (Derek, 1974 and Livesey 1978)
SELF-ASSESMENT EXERCISE 2
Which of the conditions listed above do you considest critical?
3.3 The Balance of Payments (BOP)

The Balance Of Payments are records of economedcdions between
a country and the rest of the world. It has thregomcomponents:

I. Current Account- this comprises transactions agisiom the
sale or purchase of goods and services and uilggayments

il. Capital Account- is the record of asset transastion

iii. Official Settlement Account- it matches any imba&nn the
current and or capital account so that all the BOgunt sum to
Zero (CBN, 1994).
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3.4 Nigeria’'s Experience

At independence, the Nigerian economy was esshntalprimary

product exporter based on a twallar product-agricultural and mineral
products between the period of 1960 and 1966; thmagricultural
products contributed about 71.4 percent of totaloeixvalue. However,
the emergency of crude oil in the economic scenguhe seventies,
coupled with the two global oil price shocks of 3974 and 1979 and the
macroeconomic policy distortions resulting essdgtiafrom the
introduced trade, exchange, and interest rate asntthe price fixing
institutions and commodity boards, brought down thleares of
agricultural sector in total exports. Since thdre share of agricultural
products in the total export value has continuededine, it declined as
far as 2.3 percent in1984 and further to 2.2 peraeri988 (Falokun
1996, Omole and Falokun, 1999).In actual pricetiyw global oil price
shocks of 1973/74 and 1979 virtually made econonmoao-product
exporter in which the contribution of oil sector tmtal export valued
increased by about 37.3 percent in 1989 from 5@1iggmt in 1970 to
94.9 percent in 1989 (CBN, 1999). From 1989 to d#te annual
average contribution of the oil sector to total @tphas been hovering
around 70 and 90 per cent. Moreover, the oil sebtaw become the
major source of foreign exchange earning to govemintontributing
more than 90 percent annually. For example, theme® accruing to
government through the petroleum profit tax inceebly about 368 per
cent in 1989 from N5.16 billion in 1979 to about4\P6 billion in 1989.
By 2001, the oil revenue has further increased3@,N07 billion (CBN
2001).

Specifically, the macroeconomic policy distortioesulting essentially
from the introduced trade, exchange, and intewdst control, the price
fixing institutions and commodity boards during tperiod between
1970 and 1985 turned the country into an importedeent economy.
For instance, aggregate imports of the country grelstantially during
the period. It grew NO.7 billion in 1970 to over &&billion in 1996 and
further to N1, 266 billion in 2001. The structureimports during this
period was inimical to rapid industrial take-offorexample, the
aggregate growth rate of imports of raw materiald eapital goods was
greater than 70 percent during the period (CBN 1984 1985, the
country has started to experience exchange ratevalgation brought
about by the control regimes. Thus, given the sutistl appreciation of
the naira exchange rate (due to fixed exchangepaliey and heavy
inflow from the oil revenue) and the imports sutosion

industrialisation strategy (backed by tariff policthat protected the
nation’s industrial sector, most sector of the @toy such as
agriculture, manufacturing, mining and quarryingude petroleum,
transport and communication relied increasingly iomported raw
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materials and became more and more capital intenBior Instance, the
imports of capital goods and raw materials incrddsem 35.5 and 28.8
percent in 1980 to 35.2 and 35.3 percent respégtinel 985. By 1986,

the importation of capital goods has increased G@ $ercent (CBN

1994).

Moreover, the trade and exchange controls thawalibthe naira to
appreciate in the real term by rising oil revendeg(to the two global
positive oil price shocks of 1973/74 and 1979),combination with

rising domestic cost of production, has resultegharp decline in the
international competitiveness of the Nigerian itdak commodities

during the period between 1960 and 1985. The imapta of this is

severe pressures on the nation’s external resefimesgn indebtedness
and balance of payments position.

In order to correct the above stated economic distts, economic
reforms were embarked upon by the policy autharifiem 1986 to
date. Of all the economic reforms introduced by goernment, the
external sector policy measures (i.e. trade andhange policy
measures, foreign exchange budget and externahtiigement) were
the most prominent.

3.5 Trade Policy regimes

The different trade policy regimes introduced irg&ha since 1960 can
be grouped under two main periods:

a) The period of fixed policy regimes (1960-1985)
b) The era of economic reforms (from 1986 to date)

A. Period of Fixed Policy Regimes (1960-1985)

During this period, trade and exchange rate costvaere the most
prominent measures adopted. The controls includedntiative

restrictions in the form of import and export lisgmy requirements,
imposition of tariff and restriction on certain egbries of imports and
exports (CBN, 1994 and Falokun, 1997). These cobpwbcies placed
increased emphasis on export-oriented growth anmbiitrsubstitution

industrialisation. This was done in order to bdbst export capacity of
the country and at the same time transform thest@l base of the
economy. Also, the control policy was introducedasoto reduce the
persistent pressure on the balance of payment. dtere the control
policy encompassed the price fixing institutionsl @ommodity board
in order to further boost the primary export comitied of the country.
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B. The Period of Economic Reforms

In order to correct the prevailing economic distors, the policy
authority introduced some reform policies suchradgd, exchange and
financial reforms. The objective of the trade refowvas to improve the
export incentives and eliminate the discretionasytmls on the other
hand. That is, the reform was designed to achieaealf balance and
balance of payments viability by altering and nesturing the
production and consumption pattern of the econoshiyninating price
distortions, reducing the heavy dependence on cunidexports and
consumer goods import, enhancing the non-oil expase and achieving
sustainable growth (CBN, 1994; Falokun, 1997).

The salient features of the different trade poliegimes introduced in
Nigeria since independence to date can be summaséllows:

1960-1985

Trade and Exchange Controls

Price Fixing institutions and Commodity boards
Import Licensing and Quantitative Controls
Credit Control and Interest Rate Control

Heavy Public Investments in Public Enterprises

1986 to date

Financial Sector Reform

Price Deregulation

Exchange Rate and Trade Liberalisation
Export Diversification Incentives
Privatisation and Commercialisation Policies
External Debt Management

SELF-ASSESMENT EXERCISE 3

Attempt a list of the features of the two main trag regimes in
Nigeria

3.6 External Sector Performance

The external sector performance has been detarigrat recent times.
For instance since 1992, the overall balance ofremygs position had
consistently been in deficits contrary to surplusipon of about N8,
727.8 million in 1988 and N18, 498.2 million in X®9The overall
deficit in 1994 was put at N43, 428.6 million fircd largely through
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accumulation of external payments arrears whichuartes to N50,600
million. The overall balance of payments deficitieased from N43,
428.6 million in 1994 to N195, 216.3 million in 19%ut declined to
N53, 149.9 million in 1996. In 1997, the countrycoeded a surplus
balance of payments of N1, 076.3 million. This wadse to the
buoyancy of the merchandise trade account occasibpehe surge in
the price of crude oil from an average of $17.33pamrel in1995 to
$21.21 in 1997.

However, the balance of payment surplus recordedd®@y could not be
sustained until 2000 when about N314, 149 millioaswecorded.
Consequently, the current account deficit stoodrativerage deficit of
N331, 429.5 million in 1998. The overall balancepafyment positions
indicated a surplus of N314, 148.7 million in 20@0contrast to the
deficit of N220, 671.4 million and N326, 635.0 nah in 1998 and 1999
respectively. This development was adduced to thglss in the current
account which more than offset the deficit in thapital account. In

1997, net inflow of foreign exchange through th@kmag system was
US$3, 743.1, 72% higher than US$2, 088.6 milliocorded in 1996.

The nominal exchange rate stability achieved atoAoinous Foreign
Exchange Market in 1996 was also sustained thraugth98. The

adoption of Independent Foreign Exchange Marketl%99 slightly

depreciated the naira exchange rate from N91.8=1U®$N101.7=

US$1 in 2000. It is generally believed in Nigenayrticularly by some
professionals and economic analysts that with tlreeat exchange rate,
the value of the naira is greatly eroded.

Thus, the plea to the CBN is to work out an adegjymbcessing of
allowing the value of the naira to appreciate.

SELF-ASSESMENT EXERCISE 4
How can Nigeria improve her Balance of Paymentstion®
4.0 CONCLUSION

Trade between nations referred to as Internatimadeé is necessitated by
the following reasons: Obtaining goods which carmtproduced in a
given country or can only be produced at greatpeerse in other of the
world;Differences in climatic and geological comalits;Differences in
the skills of labour;Differences in the accumulatiof capital account;
andDifferences in factor endowments. An importanoept that guides
such trade is the law of comparative advantage runddain defines
conditions. The Balance Of Payments are recordseodnomic
transactions between a country and the rest ofnbid. It has three
major components namely the current account, dapiaount and
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official settlement account. Nigeria is essentialyprimary producing
economy, the macroeconomic policy distortions téesyl essentially
from the introduced trade, exchange, and intewst control, the price
fixing institutions and commodity boards during tperiod between
1970 and 1985 turned the country into an importedepnt economy.
The advent of SAP in 1986 also signifies a changhe trading pattern
in Nigeria. The different trade policy regimes ottuced in Nigeria since
1960 can be grouped under two main periods:Thegei fixed policy

regimes (1960-1985) and the era of economic refoffnasn 1986 to

date). The external sector performance was alsewed all along.

5.0 SUMMARY

This final unit of this course took us through adm discussion on
international trade and Balance of Payments. Waneef various

concepts relating to internal trade and BOP wlaladering the rationale
and conditions for international trade. The two mperiods of trade
regimes were identified with its component while fferformance of the
external sector with respect to Nigeria was analyseongratulate you
on the successful completion of this course, NagerEconomy in

Perspective 2. | hope you find it interesting ancthplementary to ECO
106, Nigerian Economy in Perspective 2. Apart fracademic purpose
these courses should interest you the most becaiuslee practical

implication of the discourse in our lives as Nigericitizen. | believe
reading it over again will do you more good; | canhhut wish you the
best of luck in your examination.

6.0 TUTOR-MARKED ASSIGNMENT

How can Nigeria move from import-dependent natmexport oriented
economy?
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