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PREFACE

The purpose of this study is to consider the sources
and methods of financing economic growth availeble to a low
income country as exemplified by the experience of Nigeria
in the period since the second World War. During this
period, virtually every country in the world has been
preoccupied with the problems of cconomic growth, either
in order to facilitate post war reconstruction or as a
means of reising living stendards in wretchedly poor
territories. In the last decade, international attention
has been attracted more and more to the attempts of the
so-called underdeveloped countries to attain some measure
of sustained economic growth. Similarly, academic debate
on the problems of growth has centred mainly around the
problems of creating an economic revolution in the economi-
cally backward areas of the world. It is of interest,
therefore, to exaemine the problems of growth facing & parti-
cular low income territory and to consider the methods which
mey be adopted in order to solve those problems. This study
will concentrate on the problems of capital supply and forma-
tion in Nigeria, although of neccssity other factors will
heave to be examined so that the problem of financing economic
development may be seen in its proper context.

The work for this thesis was made possible by the grant
of a Goldsmiths' Company scholarship for one year's residen-
tial study (during the academic year 1958 - $9) at University
College, Ibadan. I am deeply greteful to the Company for the
opportunity to do research at Ibadan and also take pert in
student life there. Since June 41959, I have been employed
as an administreative officer in Eastern Nigeria.
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CHAPTER_I

THE NIGERIAN ECONOMY

The Federation of Nigecria covers an area of almost
357 thousend square miles and has an cstimated population
of just over 35 million. Occupying oneé thirtieth of the land
mass of Africa, it contains roughly one sixth of the popula-
tion of the continent. It has a greater population than eny
other country in Africa and is the thirteenth largest country

(1) Pépulation is denser then in

by population in the world.
eany other Africen country, apart from Ruanda=-Urundi and some
of the islands. Within the Federation, of course, density
of population veries considerably from one area to another.

At mid-1960, Regional densities were estimated at :-

Persons per square mile

Northern Region 69
Western Region 154
Bastern Region 279

Source: Derived from Digest of Statistics, October 41960,

Owerri Province in the Eastern Region has a population in
excess of 650 persons per square mile, reaching one thousand
per square mile in the Mbaise ares. In this part of the East,
population pressure has resulted in the impoverishment of the
soil and considerable labour migration.(z) For a predominan-—
tly agricultural country d ependent for most of its food on a
system of agriculture which requires long periods.of fallow
for natural regeneration, these densities are high enough

to cause some concern.

(1) U.N. Statistical Year Book, New York, 1956.

(2) Sec A.T. Grove, Lend use end soil conservation in parts
of Onitsha and Owcrri Provinces, 1951. (Gcological.
Survey of Nigeria: Bulletin 21).
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However, despite the high average population densities,
more then half the area of Nigeria supports less than 50
persons per square mile. The so=called Middle Belt is for
historical reasons sparsely populcted and the tsetse fly
must be congquered before eany large scale repopulation can
take place. Vast areas of Calecber and Ogoja Provinces to
the east of the Cross River contain few inhabitants, despite
considerable agricultural potential. So sparse is the
population indeed that road building end other major develop-
ment works must be executed with lsbour imported from outside.

The export sector of the Nigerian economy is dominated
by agricultural products end raw materiaels, as is demonstra-
ted by the following table of domestic exports for the period
January to August 1961.(1) Manufactured goods accounted for
less than 4 per cent of the total.

&
Food 26,927,464
Beverages and Tobacco 2,755
Crude materiols, except fuel 69,237,182
Mineral fuels etc. 6,619,943
Oils and Fats 13,220,821
Chemicals 122,733
Manufactured goods 1,069,539
Miscellaneous 1,820,978

119,021,415

The value of manufactured goods exported had increased by
only £27,000 over the same period in 1960.

Internally, the picture is similar. Manufectures and
craft products accountcd for only 3 per cent of Gross Domestic
Product in 41957 while farm and forest products accounted for
61.2 per cente 2

(1) Nigericn Trade Summary, August 1961.

(2) Calculeted fram ENL. Ckigbo, Nigerien Netionsl Accounts
1950~57, (Government Printer, Lnugu 1962), De 7
Table II 2.
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Approximetely 75 per cent of the adult labour force
is engaged in agriculturcl pursuits, although there is
evidence to sugyest thet there is considerable under-
employment in the sgricultural sector of the economye.

The urben populetion is growing very rapidly indeed as
school leavers are attracted by the possibility of better
paid jobs. It is 2 characteristic of the Yoruba inhebited
areas of Western Nigeria that they have for long had large
urban clusters, resulting from the hierarchical nature of
their society cnd the needs of defence during the wars of
the 19th century. Many of the inhebitants of these towns
are, nevertheless, faermers or part=time farmers and it has
been estimeted that the population of Ibaden, the capital
of Western Nigerie, doubles at certain seasons of the year.

The 41952-53 population census indiceted thet there were
six towns in Western Nigeries with a populetion of 84 thousend
or more, Only Lagos and Keno had similear populations, while
in the East the largest town was Onitsha, with 77 thousand
people, It is probeble, however, that the Eastern towns
of Port Harcourt and Aba whose raisons d'etre are commerce
and industry, are growing more rapidly then any other towns
except the Pederal capital, Lagos, itself. Presently (early
1962), the populations of Port Harcourt, Onitsha and Enugu
are all estimeted et more then 4100 thousand.

Nigeria is virtually self-sufficient in foodstuffs
(current per cepite imports of food are worth roughly 15/-pe&e
and 85 per cent of her exports are sgriculturel products.

The various products of the oil palm, groundnuts, cocos,
cotton and rubber alone earn 80 per cent of Nigeria's

foreign exchange.(1)

(1) Economic Survey of Nigeria 1959, De 2
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In the gbsence of any industriel sector capable of

producing exporteble goods, it is evident thet Nigeria will
have to rely for meny years on her mincral and esgricultural
resources to provide her with the foreign exchange necessary
for the cepitel imports required to implement her develop-
ment programmes. Furthcrmore, with sn estimated population
increase of almost 2 per cent per annum and the impoverish-
ment of the soil in mony areas, much of the development
effort ought to be concentrated on the improvement of
methods and technigues of food production. The National
Economic Council considers (1) that, as a result of the
marked expension of grein production since the war, food
supplies are gencrally adequatec North of the Rivers Niger
and Benue. South of those rivers, however, it is felt that
consuaption is low end protein deficiency due to over-
dependence on root crops is comnon. The problem, therefore,
is to increase productivity sufficiently to keep pace with
population growth and slso to encourage the production of
crops rich in protein.

Transport improvements over the last decade have
facilitated the movement of foodstuffs within the economy.
A great deal of work hes been done by government bodies on
the improvement of foodcrops, the usec of fertilizers and
better streins. Thecre is, however, a fairly common beclief
that less resecarch work has been done on foodcreps than
on cash crops. This belief is probcbly due to the wide
publicity which hes been given to improvements in the
quality of cocoa snd pelm produce. The reports of the
various gcgriculturasl depertments show that considerable
work has been done on the improvement of food crop yields
on the egriculturcl stations. It is perhaps true thet there
has not been sufficiently great effort to meke the peasant

(1) Ibid.
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farmer aware of developments in the agricultural centres
and to show him how they may benefit him. Popular opinion
is that the agriculturesl sssistants in the rural arcas

meke insufficient efforts to interest local farmers in
their work end to demonstrate how to make their farming
more profitcble., As stated in the Economic Survex,(ﬁ) "the
mein problem will be to persuade the farmer to adopt the

improvements which research has demonstrated are possible."
All the Regional Governments intend to expend farm extension
services considersbly during the forthcoming 8ix-year

Development Plane.

Nigeria is frequently called e wealthy country by
politiciens and Journlists. It is necesscry to exXamine
this contcntion as it is liable to lead to feelings of
complecency end mispleced optimism. A few comparisons will
suffice to indicate that, even compored to othcr African
countries, Nigeris is a very poor country. It is quite
easy to 1list all those minerals of which traces mcy be found
and mention the variety of agricultural products to be
obteined in the country cnd to state that this proves how
rich the economy is if only someone will develop it. But,
although this has often heen done, such superficial conclu-
sions could be drewn from ¢ list of the resources of sny

countrye.

According to a comperison of the nztional incomes of
selected countries in Africe mede by United Netions staff,
and reproduced below, it would appear thet Nigeria has one
of the . lowest per capite national incomes in Africa.

(1) Bconomic Survey of Nigeria, 1959, p. 2
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Country Year National Income gm Per capita &
Algeria 1956 24123 221
Egypt 1956 ' 2,622 109
Morocco 1956 1,643 191
Tunisia 1957 667 176
Union of S, Africa 1956-57 4,819 346
Ethiopia 1957 604 30
Kenya 1957 480 ¥8
Madagascar 1956 586 119
Mauritius 1957 132 232
Tanganyika 1957 L.06 48
Uganda 1957 321 bt
Zenzibar 1957 27 - 35 98 = 126
Belgian Congo 1957 976 76
Rhodesia & Nyasaland1957 959 132
Cameroons (French) 1956 454 142
French Equatorial

Africa 1956 614 126
French West Africa 1956 1,523 133
Ganmbia 1957 16 = 20 56 - 70
Ghena 1957 912 194
Nigeria 1956 2,186 69
Sierra Leone 1957 147 70

Source: Adépted from Teble I-III pe. 15, Economic Survey of
Africa Since 1950, United Nations 1960.

Accurate comparison of the sbove national income figures
is impossible because in thc first place their various authors
would not claim great accureacy for their estimates and secondly
because different methods were used for computing them, Some
are based on net domestic product at factor cost, others on
gross domestic product at factor cost; some attempted to
ascribe figures to income from subsistence farming eand others
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were less venturesome. In converting into dollars, the
official rates of exchenge were used wherces the c.f.a. franc
was overvalued; populetion figures are in most cases far from
certain., However, they do provide some method of rough
comparison and Nigerie appears near the bottom. The populer
assumption thet Nigerie is one of the richest countries in

Africa appears unfounded.

In 1957, Nigeria, producing 274 million kilowatt hours
of electricity per ennum, wes the eighth largest producer on
the Africen continent. In per capite production, however,
with an averazc of 8.6 k.w.h. per head, she was only seven=-
teenth.(ﬁ) Ghane was effectively producing four times and
the Union of South Africa more than 140 times as much per
heed. At present, schemes for the large scale supply of
hydro-eclectric power from the rivers Niger and Kaduna are
being considered by the Pederal Government. The firm capacity
of those schemes would be about fourteen times present
capacity, and they would cost samething in the neighbourhood
of £163 million.(z) It is thought that the schemes would be
multipurpose end would facilitate irrigation works and navi-
gational improvements. There is, however, no likelihood of
power from such schemes being aveileble earlier than 1966,

On behalf of the United Nations Speciel Fund, the World Bank
is acting as Executing Agency for a survey being concluded

to determine the physical eand economic feasibility of a dam
on the Niger, 3 Meanwhile, with extensions at present

under construction coming into production, instelled generat-
ing capecity will have risen by the end of 1962 to 183
thousand kilowatts from 4102 thousand in 1959.

Uson O0Ps Cltes Ds 4133

Economic Survey of Nigeria, 1959, P. 57.

I.BsR.Doy, The World Benk in Africa, July 19641, p. 48
Economic Survey, p. 56

Ui
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Power for the Tort Harcourt ares will be supplied froml a new
station at Afam which will utilise natural gas. However,
even with the realisation of all these schemes, electricity
production in Nigerie will still be extremely low in compari-
son to many countries in Africa.

In coel production, Nigeria comes third after the Union
of South Africa and the Federation of Rhodesia and Nyasaland,
but the annusl production of around 700 thousand tons is very
low compared with the respective 33,5 million and 4 million
tons produced by those countries.(1) Reserves are estimated
et only 242 million tons comp:c:red with 75 billion tons in
the Union and 4 billion in the Federation of Rhodesia.
Because of the high cost of Nigerian coal, both Railway and
Electricity Corporations are switching over to oil. There
are proven reserves of 70 million tons of lignite end it is
thought theat there are actually hundreds of millions of tons,
but no means of working the deposits profitably has yet been
discovered.(g)

Nigeria is the sixth largest producer of tin concentra-
tes in the world end ic second in Africa only to the former
Belgian Congo. In 1957, 9.766 million tons were exported
and in 1958, after the curtailment in accordance with the
Internationel Tin Agreement, 6,33 million tons.(B) Income from
tin exports has fluctuated considerably in the past war period
and, whercas it rcpresented 412 per cent of total income from
exports in 1946, it now represents only 3.5 per cent.

Oil is expected to become one of Nigeria's most impor-
tant exports within a few years. Between 1937 and 41959, £60
million was spent by the Shell-BP Petroleum Development
Company of Nigeris Limited in exploration and development
costs. In February 41958, oil was first exported and by the
end of 1958, 230 thousand tons of crude oil worth £1 million

had been shipped to the United King_om.(h) In 1959, mineral

1) Economic Survey of Africa Since 1950, p. 132
2) Ibid, p. 127

3) Ibid Teble 2 VII, pe 123

ly) Economic Survey of Nigeria 41959, p. 58
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fuels and lubricents to the value of £3 million were
exported(1) and they smountcd to over £2 million in the
first half of 1960.(3)
1962) turning at the rste of 100,000 tons per day. By
1965, it is thought thet Nigeriesn production will be
around 5 million tons per annum and by 1970 she may be
the largest Commonwcalth producer with 10 million tons

(3)

Production is currently (Februeary

PEr annum.

Royalty payments are at present in the region of
£500 thousand per annum and the Petroleum Profits Tax
Ordinance 41959 provides for the sharing of profits on a
50-50 basis, in return for 2 guaranteed period of tax
stability. Oil has, therefore, become in the last few
vyeers an important earner of foreizn exchange and source
of government revenue. The expansion of o0il production
has particular importance for the Government of Eastern
Region, wherc most of the oil has been found. Of the
royalties paid on crude oil produced, 59.3 per cent accrues
te the region of derivetion. Mining®leases have brought
in an additional £660,000, b The compeny also spends over
£1 million per annum on local purchases and provides
employment for more than 3,000 people.

The British Petroleum Company has begun the construc-
tion of an oil refinery at Port Harcourt which will
initially have a capacity of one million tons of crude
0il & year., It will cost £12 million (60 per cent
subscribed by the Federal and Regional Governments) and

(1) Federation of Kigeriea, Digest of Statistics, Vol.9 No. 3,
Pe 22,
z2§ Nigerian Trade Journal, Vol.8, No.l4, October/December 4960,

3) Nigeria Trade Journal, September 1960, p. 68,
4) The Loonomist Intelli.encc Unit, Investiment Oppor tu-

nities in Esstern Nigeria, pe 10.
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production will begin towards the end of 1963. Diesel
and fuel oils, kerosene and various grades of petrol will
be produced and it is intended to moke Nigerie self-
sufficient in those products, despite the great increcase
in demand expected in the next few years., 1) Imports of
petrolcum products were valued at £9.7 million in 1959,
when dieselisation was only Jjust beginning. The refinery
will therefore contribute greatly to the conservetion of

foreign exchange,

By the standards of the world's lergest producers,
Nigeria's oil output is es yet negligible., Even in Africa,
Nigeria at present comes fourth as a producer after Algeria,
Egypt and Libya.

It is useful to examine the growth in Nigeria's
national income over the past decade and the changes in
its composition. The report of e survey commissioned
by the Federeal Government has recently been published.(j)
Dr. Okigbo's findings indicate thet there was an increase
in the gross domestic product of the order of 32 per cent
between 41950 and 1957. The growth was not, however, smooth.
Between 1950 and 41954 G.D.P. increased by 27 per cent while
between 1954 and 41957 there wes an increasse of less than
L per cent. As pointed out in this report, estimetes of
population growth during this period are extremely rough,
but the authors assume sn incresse of 15 per cent, implying
an increase in per capital product of just over 2 per cent
per oepita.

{1} Economic Survey of Nigzeria, 1959, pP. 58

2) Bconomic Survey of Africa since 41950, p. 128.

3) P.N.C. Okigbo, Nigerian National Accounts 1950-57
Government PrinT€Tr, Enugu 1962 .
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Below is a breakdown of . ross domestic product in 1957
and the estimeted percenta_e increase in different types

of activity since 1950,

£ million |Fereentages (a)

Agriculture

Crops primarily for domestic use | 360.7 120

Crops primerily for export 110.7 145
Livestock ST 96
Fishing 1343 137
Forest products ! 14.6 155
Mining 9.4 ‘ 124
Manufacturing 10.9 352
Public utilities 242 263
Building and eivil engineering 43.0 212
Transport and communications T77 248
Handicrafts 16w 7 106
Government .30.5 203
Other services 162,.6 119
Gross domestic ’ 910.0 132

Source: Okigbo ope. cit., p. 7 Table II 2
(8) 1957 prices.



Clearly the growth in manufacturing has been more reapid
than in any other sector, but it constitutes Jjust over
one per cent of the total output. Construction, transport
and public utilitics hove also grown very repidly while
growth in agriculture was slower and production of food-
stuffs Jjust outpaced with assumed population growth. An
examination of Regional gsross products of agricultursal
crops for home consumption indicotes that virtually

the whole of the slight increese in foodstuffs was in
cereals, while the output of root crops has stegnated,
and even fellen in the Western Region. The authors
regret the inadequacy of the evidence on which this

conclusion is based.

Gross domestic investment rose between 1950 and 41957
from 9.4 per cent to 12.4 per cent of national income
while investment overseas dropped from over 8 per cent
to nil. In fact in 1956/57 there wes a net reduction
of £6 million in overseas investments to help finence
the deficit in the balance of payments.(1)

The increase in netionel income led to a doubling
in quantity of imported consumer goods which in turn was
responsible for the trading deficit which has been a feature
of the economy since 1954. Government expenditure on both
capital development end social services rose considerably
and there wes & substantial increase in zross domestic
investment . The per cepita increese in private consumption
wes almost equivalent to the increase in national income
per head and increased zovcrnment exXxpenditure was mainly
financed by the change from net ovcrseces investment in
1950-541 of £42.6 million tc net utilisetion in 41956-57 of
savings previously invested cbroed, and by indirect taxes
which had increased by £22.,5 million.

(1) Economic Survey of Nigeris 1959, p. 16
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Consumers! expenditure in 41957 was almost 87 per cent
of G.D.P. For a poor country intent on echieving rapid
economic growth, the expenditure of this proportion on
private consumption ap?ears excessive. In the Economic
Survey of Nigeria 1959 1) this is compared with the
private consumption expenditure of some othcr countries:

Year Per Cent
Ghana 1956 86
Belgian Congo 1955 62
United Kingdom 1956 66
Union of South Africa 1955 6L
Rhodesia and Nyasaland 1955 60

It is evident that increases in the nationeal income
cannot be finenced for very long by running down sterling
balances and by relying on foreign investment; the
expanding market for imported consumer goods indicates
that there may be sufficient demand tc support several
industries producing import substitutes and indeed the
position of the balance of trade demands some steps in
this direction.

While it hes been shown that Nigeria is a very poor
country, it is alsc clear from the Tcre,.cin: that there has
been considerable economic rowth in the pest few years.
The graph opposite provides more evidence of this growth,
and of the widcning trede gape.

In common with many underdeveloped countries, Nigerie
found it impossiblc to spend the amounts envisaged in early
post-war development plans end only in the past few yeers
has she maneged to meke expenditurc epproach the planned
levels, With supply conditions easier, with dollar

{1) ope cite, De 21.
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restrictions lifted, end with morec treined personnel
available to execute development programmes, imports

of goods essentiel to these prosrames began to flow in
increasingly repidly. Imports of petroleum oils, for
example , have doubled in the lest six years to 190
million gallons. Cement imports rose from 368 thousand
tons in 1954 to more than 530 thousand in 1959, despite
domestic production of 420,000 tons in the latter year,
(In 1960 almost 630,000 tons were imported) Motor vehicle
imports have doubled during the same period.

The table below shows the large increase in
essential imports over the pest ten yecars:
Imports of Selected Commodities

. Commercial Y} Petroleum
Year Cement ggggugﬁzggs Care vehicles oils
Tons Tons NO. No, 000 gall.
1950 153,861 18,174 2,154 2,973 64,792
1955 425,095 Hl, 875 6,680 5,578 110,370
1959 530,808 L2,287 9,973 6,148 190,063

Source: Nigzerian Trade Journal, September 41960, p. 8,
Teble D (adapted)

In addition, rising incomes have resulted in greatly
increascd consumption of imported foodstuffs, particularly
sugar, milk and flour. Imports of flour have risen fourfold
since 41950, to over 50 thousand tons. As a result, a flour
mill is being built at Apspa. Imports of dried fish rose
from 4 thousand tons in 41950 to almost 4O thousend in 1959.
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The teble below illustrates the growth in imports of
consumer goods since 41950:

Imports of Sclected Consumer Goods

S - i .
Fish | Flour | Sugar| BReer Milk Cottggogéece
Year
] - y
Tons Tons Tons {'000 gall,| Tons Oogaiggurc
1950 4,218 | 12,185{10,863| 2,580 1,849 | 448,882

1955 24,187 | 28,951143,343] 5,675 3,667 | 205,407
1959 39,519 | 50,337|57,730} 6,832 8,228 143,631

Source: Nigeriesn Tradc Journal, September 41960, p. 8 Teble E
(Adapted)

Whereas the total value of imports has increased by
almost J50 per cent in the past twelve years, that of
exports has grown by only 266 per cent. DMoreover as the
graph oppositc page 12 shows, there has been considersble
fluctuation in export earnings from ycar to year. The table
below provides meore details -

Exports of Selected isgriculturcl Products £000

Year | Cocoa | Palm Producei Croundnuts & Rubber } Cotton, raw
e i Gdnut. Oil
1950 {18,98L 28,766 11, 500 2,835! 2,975
1954 131,384 33,008 9,764 7,83 4,950
1952128,666 39,858 i 23,682 4,139 6,734
1953{24,858 35,205 ;27,285 3,287 5,518
1954139, 261 36,222 ! 33,657 2,909 79550
1955( 26,187 32,347 26, 286 5,577 9,380
1950123,985 35,306 31,859 6,409 T+143
19571 26,036 31,769 2L, 739 7,022 653557
1958} 26,795 33,113 | 30,695 7,637 7,8U45
19591 38,289 39,779 [ 32,098 11,608 ?
i

Source: Digest of Statistics, various issues
Note: Groundnut cake is also exported. It was worth
£1.46 million in 1954 and £1.18 million in
19RFK8
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The outlook for Nigeria's traditional exports is
not very promising. In January 1961, the Western Nigeria
Marketin. Boerd, which buys most of Nigeria's cocoa crop,
was forced to take the unprecedented step of reducing the
producer price by £30 a ton in mid-season. Despite this
action, it was estimated thet the Western Nigeria Marketing
Board would make a loss during the season of £6 m:‘LlliOIL.(1
Although cotton exports increased by 30 per cent in volume
between 1954 and 1958, carnings rose by only 7 per cent.
In 1951 20,856 tons of rubber earncd £7.48 million, while
in 1958 }41,802 tons earned only £7.64 million., Most
of the rubber grown in Nigeria is produced by small
farmers and is of poor quality. Recently considerablc
new holdings have been leased to plantations and with
increased productivity and improvements in quality it is
hoped thet rubber will bccome & more important export crop.

As has been said more thean 75 per cent of the adult
male population of Nigeris are cngaged in agriculture.
In the past few years, there has been an increasse in the
number of industrial csteblishments end thus in the
opportunities for wage earning employment outside
agriculture. However, most of thc factories are heavily
capitalised and as & proportion of the total working
population, those in wage earning occupations rcmain very
small. The estimated number of wage earners rose by only
34 thousand between 1956 and 41958. Numbers engaged in
manufacturing increased from 21,387 to 29,693. Due to
the slump in tin and columbite, numbers employed in
mining and quarrying fell by 9,500 while in the same
period the numbcr of construction workers rose from
101,944 to 123,846.(2)

1) The Economist, Februery 18, 41961, p. 680
2) Digest of Statistics. Vol.9 No. 3 January 1960,
DPpe 84 and 85,

?nited Nations, New York, 1954 p. 15 Table V,
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Below is a rough comparison of numbers engaged in wage
employment with other ALfrican territories :-
Adult Males in Wege Employment

Nigeria L4 per cent
Ghana 15 " U
Ugenda 12 "
Kenya 25 M 1"
S. Rbhedesia uo u
B. Congo 5 w "

Source: Enlargement of the Exchange Economy in Tropical
Africa.

The Industrial Revolution toock place in Europe
without a universally high standard of literacy among
the population. Nevertheless, the limitations imposed
on a developing society by widely prevalent illiteracy
are evident. An illiterate farmer or trader is likely
to be even more conservative in his methods than a literate
one., At higher levels, the scarcity of well educseted
technicians, menegement and administrative personnel is
a serious bottleneck, Nigeria's educational problems
can be seen from the fact that, ecven after rapid expansion
in recent years there were only two and & half million
children enrolled in school in 1958, The majority of
these were in primary schools for only 412,000 enrolled
in secondary grammsr schools during the year (there were
only 47,000 grammar school places sltogether) and 25,000
were in teacher training colleges. Of those pursuing
post=secondary studies, only 4800 were enrolled in the
Nigerian College of Arts, Science and Technology or at
University College, Ibaden. The numbers in those institu-
tions have since increased somcwhat snd a new University

has been opened at Nsukks.
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According to the Ashby Commission Report,(1) there
were at least 1000 students attending universities and
colleges overseas. A more recent British Council report
puts the number in the U.K. &lone at around 7000, When
the size of Nigeria's population is taken into account
and it is remembered thaet it is increasing by approxima-
tely one million every eighteen months, the numbcers studying
at post-primery level are pitifully small. A detailed study
of the problems of higher education has been made in the
Ashby report. Suffice it is to say here that already
epproximately £20 million, or over 2 per cent of the
national income is being spent annually by the Nigerian
governments on recurrent expenditure for education. The
Eest Regional government spends about 40 per cent of its
current budget on primery education and the commitment
grows annually. This gives an indication of the problems
facing the govermments and suyg.ests that in order to
finance more higher education it may be necessary to
curtail expenditure at the primery level,

As demonstrated in the foresoing pages, Nigeria is
e large and pcpulous country with veried natural resources,
producing a2 zreat proportion of the world's exports of
cocoa, palm produce and zroundnuts, and a few minerals,
demend for which has recently been declining except for
0oil, production of which has only recently begun. She
is virtuelly self-sufficient in food but is dependent
on foreign trade for capital goods and the greater part
of government re%enues. Per capite income 1is low
compared to most countrics and even by advenced African
standards, but income inequality is not so marked as in
the white settler countries of the South, Literacy is

(1) Investment in Bducaotion, the Report of the Commission

Nigeria, Legos, 41960,
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not widespreaed but educational facilities are improving
repidly. There is little industry and less than 25 per
cent of the working populetion is employed in non-
egricultural pursuits. Of recent years, foreign trade
has expanded greatly and for the past five years there
has been trede deficit as imports of both capital and
consumer goods have increased. A modern industrial
sector is slowly growing up. One of the factors limiting
the rapid development of the economy is lack of capital
and in this paper I shall examine the possible sources,
domestic and foreign, of capital for economic development
and how they are being tapped.
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CHAPTIR II

VOLUNTLRY SAVINGS AND INVESTMENT

The low per capita level of netional income in Nigeria
has already bcen stressed. The difficulties of saving very
mach from such low incomecs can be appreciated. In addition
to expenditure on the necessities of life, which consumes
most of their income, Nigerians are generally obliged by
custom end tradition to incur heavy expenditure on activities
which to Western cycs appcar inessential end wasteful.
Marriagc and buriel cercmonies arc, in common with those in
other societics, cxtrcmely ecxpcnsive., Young men must in
most parts of the country save considerable sums to pay
dowry. To obtain membcrship in a secrct society costs money
and to rcach high rank costs more. Traditionally, an
ineresse in incomc might be spent on acquiring a new wife.,
Todey it may meen adding sn extres room onto one's house or
buying a radio. 4 men who is known to be prospering even
modecrately would erousce comment if he did not make additions
to his property. This is onc cxplenation for the failure of
many Nigerians to expand their enterpriscs by investing
surplus gains.

As soon as an increase in rcturns becomes evident,
several conflicting ways of spending it prescent themsclves,
In modern Nigerie, thc age-old demends on income have
hardly bccomc lecss strong, whilc ncw ones heve been added.
Every man, in the South at lcast, is anxious to send his
sons to school, and to maintain & child in secondary school
will cost the perent or guardian at least £50 and perhaps
£80 per annum. Becausc of extended family loyalties, a
successful man may find himself rcsnonsible for the ecduca-
tion of several children who arc not his own. As far as
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expenditure on education is concerned, it may be argued
convincingly thet any private money spent on education is
an investment from which both family and economy will
benefit. The needs of the country for educated citizens
are great and the well-educated are in turn sble to command
relatively high incomes, part of which will be used to
continue the good work of advancing the fortunes of the
extended family. Thus, although not being channelled into
any apparent productive capital formation which will
contribute to economic growth, the expenditure of personsal
savings may yet contribute to the rising national income.

Attention is also frequently drawn to the large amounts
spent by the wellwto-do in Nigeria on conspicuous consump-
tion and in fact such Western social habits as having
cocktail parties are becoming increasingly common. There
are, however, as noted sgbove, factors present in the
social structure which limit the extent to which those
proclivities may be indulged. The senior civil servant
or lawyer may well spenc large sums of money on beer and
cars, but he probebly spends less on food than a European
in similar circumstances and he is usually training
relatives, to the extent sometimes of meinteining s
brother st University. Probably younger brothers or
gisters live with him and he is responsible for their
education and keep. The very common complaint of
people who are earning £800 per annum and often much
more that they are hard pressed to find money for sudden
necessities may be due more to the fact that a large
portion of their salaries is already committed to what
might be termed investment in the family than to attempts
to live beyond their means.



This redistribution of income helps to counteract the
effects of comparatively low levels of taxation obtaining
in Nigerias. As with taxation, it has the effect of reducing
what would otherwise be an investeble surplus in the hands
of the recipient. In this menner, small business concerns
which might have been are not even conceived and the
development of & class of small entrepreneurs, considered
by meny as a prerecquisite of economic growth, is inhibited.

It is in any case distorting the picture to con-
centrate on thec economic beheviour of the civil servant
and the lawyer because numerically the class is small,

It is necessary to consider the difficultics of the ordinary
peasant farmer and small business man and attempt to find
out what factors prevent morc than = negligible number
from achieving expemnsion, how they finance¢ their activi-
ties and by whet means the opportunity of repid develop-
ment may be given to more, In this chapter, some
institutions, both government snonsored end locally
developed, for the mobilisation and utilisation of
domestic savings will be cxamined in an attempt to
discover how adequetely they are contributing to the
development of the economy.

It is & commonly held view that in the poor countries

of the world, a large proportion of the comperatively

small funds which are availeble is held in the form of
hoards. If this is the case, then, without any new savings
on the part of the inhcbitents of those¢ countries, money
can be found for capitel formetion. It hes been estimated
that in some countries of the Micddle Zest and South and
South East Asia, private gold hoards are equivalent to



10 per cent of the national income.(ﬁ) Such hosards,

if tapped, could of course be utilised only once,
although their effect on the economy would not be
negligible. By definition, however, it would be diffie
cult to gain knowledge of their location and thereby
force their owners to release them for new capital
formation, Still, the mobilisation of any funds in a
poor country is extremely difficult and no possible

source should be ncglected.

Hoarding is an evident obstacle in the way of
productive use of savings. However, most people seem
convinced thet in Nigcria any hocrding which is done
is on a most insignificant scale., I have discusscd
this with people from all over Nigeria end the most
common reply is that casa is too scarce to be availsble
for hoarding. Someone with idle cash gcnerally begins
traeding with it on his own eccount or lends it to
others to trade with., Southerners have proverbs
which imply that the Hausa is improvident and incapable
of saving. Certeinly, his philosophy of 1life 1is such that
a very high premium is not placed on the future. Nor
should the existence of large cash balances at & parti-
culer time lead to the conclusion thet there is a
corresponding amount of hoerding. One must determine
the use to which those cesh belances will be put in
the very near future, before categorising them as
hoards. The Yoruba market woman who has £20 or £50
or even £100 in a bag around her waist generally requires
thet money as working cepitol. And for every women who
has several pounds, there are many whose entire stock of

(1) See U.N. Department of Economic Affairs, Measurcs for

the Economic Development of Under-Devcloped Countries,
New York 1951, p. 35.




capital 1o only o few shilFEEmgs vorth of gcods. The
existence cmong market women of The type of contribution

(1) where the collector is actually

club known as 2jo
paid to hold money is an indicetion that pcople do not
find it easy to refrain from spending sgll. that they have

on immediate consumption.

Further evidence to support the theory that there
is 1little hoarding in Wigeria is conteined in a report
on urban consumcr surveys which were conducted in the
; Logos, Ibadan end Enugu in 1957,
"It was well estoblished during the surveys and by a
subsidiary survey among moneylenders that wage-earners,

administrative centres

perticulerly asrtisans and labourcrs, were heavily in
debt and thet the prinecipel crcditors were traders and
contractorse and to a1 much less extent, licensed moncy-
lenders."(z) This conclusion, of course, relates only
to the inhabitents of the towns. But it is illustrative
of two important featurcs of thc economy. The artisens
and labourers, who make quite cxtensive use of such
institutions ¢s the Post Office Sovings Bank in wealthy
countries like Britain, do not save and, in fact, are
frequently in debt. IFurthermore, those people who do
have surplus cash, the traders end contractors, have

no difficulty in finding productive use for their funds,
and obtealn higher returns from moncylending than from

commercicl enterprise,

The recsons why ¢ person would hoard in the tradi-

tional sense sre in cny cesc fast diseppearing in Nigeria.

€1g See pp. 5I=6L.
2) Federal Government Statisticiazan, Urbsan Consumer Survcys
in Nigeria, Lagos 1957, para. 95.
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We have mentioned elsewhere the unwillingness of the
illiterate to trust others with documents relating to
his money. But this can be exaggerated. Although

the literacy rate is not very high, many people have
trusted acquaintances who are literate. There is also
the prevalent distrust of the Post Office Savings Banks
which is not as we shall see quite unwarranted. But
those who make no use of the sevings banks are unlikely
to hoard the money they would heve saved. They may
spend it on consumption, or they mey use it for a type
of capital formation, for example, by contributing to
ﬁsusu’clubs(1) and using their share when it comes to
them for some such purpose as replecing a thatched
roof with corrugated iron or facing a mud wall with
cement, or even beginning to build a new house,.

The high costs of maintaining a current account
and the comparatively low yields on savings may well
discourage bank saving, but hoarding is not the
alternative., The money is likely to be used in fields
which offer higher yields, if the money is there at all,

Some authorities have considered thet cash hoarding
in Nigeria does exist to a significant extent. In Nigerian
Cocog Farmers, reference is made to the large accumulated

investment in cocoa trees and houses. But the authors
find that in the year 41951-52,"the surplus of income
over domestic expenditure appears to have gone mainly
into hoards of cash (my italics). A few families were
building houses, purchasing land, planting trees or

buying sewing machines and other equipment. The total of

(a) See pp. 5161  for & description of the institution
and further details of the uses to which members put
the funds.
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their expenditure was & small frection of the apparent
surplus of the femilies surveyed. On the whole the
families seem to have becen content to meintain their
productive capital without ettempting to increase it."(1)
It should be noted, however, that the farmers in the
predominantly cocoa growing areas of Western Nigeria,
Ilesha, Ibaden, Abeokuta, are also traders and that

they generally sink their earnings from cocoa in
purchases of textiles with which they trade during

the off-season for cocoa.

P.,T. Bauer shares the view thst in addition to
the low lcvel of savings in West Africa generally,
what savings there is often "runs to waste or remains
productive, because it is hoarded in the form of
currency, or is accumulated in the form of low-trade
gold trinkets or textiles."(z) And he claims that
"while these have proved a useful hedge ageinst inflation
the savings might have been used more productively if
there had been in existence suitable channels for the
transmission of sevinis into sound enterprise, possibly

on an equity basis."(3

Although I do not agree that much money lies idle
in currency hoards, it is possiblc to view some part
of consumption expenditure on cloth as a type of hoarding.
Many women buy cloth which they heove no intention of
wearing es an insurancec against hard times when they
cen sell it piece by piece to raise ready cash. This
is certainly hoarding. But the extent of the custom is
agaein probably confined mainly to traders. Few people in

(1) Galletti, Baldwin and Dina, Nigerian Cocos Fermers,
QslliPe '1955, Po 601
(2) P.,Te Bauer, West Africen Trede, Cambridge U.P. 1954,

. 184
(3) %bid.
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Nigeries are in a position to buy anything which they will
not use very shortly. The Yorube and Itsekiris and the
Ngwa people among the Ibos are noted for the compara-
tively large sums of money which they spend on finery

for festive occasions and, if Christians, for Sunday
wear, Rather than hoarding this might be considered as
ill-afforded luxury spending.

We can easily form en exszggerated idea of the amounts,
both absolute and releative, spent in this manner. The
tendency to spend money on good clethes and other adorn-
ments varies according to area. In a country composed
of such diverse peoples as is Nigerie it is very difficult
to generalise., There are many millions of Nigerians,
especially in the North, who are hard put to it to make
a living in the literal sense of the term, fer less able
to spend money on clothes. Furthermore, it is very
dangerous to generalise from the habits of town-dwellers,
who comprise a very small proportion of totel population,
and are generally wealthier by fer than the éverage
peasant farmer. Even among the Yoruba, the average
village=dweller will not be &gble to spend much money
on clothes. Christians, who are generally literate,
have other claims on their funds - such as training
their children. The greatest degree of illiteracy is to
be found among non-Christiens, since the mission schools
are responsible for most of the literacy. Such people
are generally farmers whose occupation is such that few
working clothes are necessary - and they are clad in
their working attire most of the time. Hence the gocod
clothes which they do possess are used only on festive
occasions such as the New Yam Festival. This would



w BT

hardly be termed hoarding or even extravagance.

There is a form of investment in residential
construction other than in urban reel estate which is
common in Nigeria today. This is the practice of
building a house in one's home town, a house which
mey be vacated by the owner for a larger part of the
year and which can bhe let for very small rent. 8So
many of Nigeria's civil servants, doctors, lawyers
and businessmen work awgy from their homes and return
only to spend their lesves and to retire. Whereas
houses in Legos or Ibadan or inugu frequently bring
from £20 to £4100 a month in rent, similar houses in
the townships and the villeges may cost only £1 a month
or someone, usually a relative, may even be allowed to
live there in return for looking after the place.

Expenditure on building of this nature in the
villages might be considered as g form of hoarding of
scarce resources which could be put to more productive
use, But it is hardly likely that there will be any
change in the custom for a long time. It will come
only with the breckdown of present loyalties and
sentiments, accompanying the drift to the towns and the
desire to capitelise on all opportunities of meking
money. But, since many people make money precisely
with a view to building a house and settling down evenw
tually at home, and since many femilies despite several
generations regular domicile in the city still regerd
their place of origin as ' home' and visit it and
meintain property there, this time may never come to

PEaSSe
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Nor should this form of investment be regarded as
a complete loss to the community in general, There are
even reasons for supposing that its contribution to
social development outweigns the cffects of withholding .
the funds from a more 'productive' usc - that in the
long run it will be more productivc. The main reason
for advocating cconomic development is thet such develop-
ment enables more people to enjoy what is commonly regarded
as a higher standard of living. ©Such an explanation is of
course very simple but is correct in essence. It must
always be borne in mind that the preponderant part of
Nigeria's population lives in smoll villages and not
in Lagos or Ibaden. The building of good houses in the
country can help considerebly to diffuse ¢ knowledge
of the accompanying amenities end technicel improvements
and elso facilitate the growth of local skills. Others
will be encouraged to emulate those who construct the
first superior dwellin,s both because they are likely to
be leaders of the community and because thc advantages
of living in such a building will be generally obvious.
Whether investment in modern houses is regarded as hoarding
will, therefore, depend on how significant for general
economic improvement one considers such construction to
be.

The opinion hes been expressed thet there is little
hoarding in Nigerie end thet forms of capitel disposel
which might conceptually be regarded as hoarding are not
likely to be altered within the foreseecable futurc. As
far as the search for internsl money cepital goes, the
provision of better alternative opportunities for the
investment of sevings on one hend end attempts to divert
cesh from some present forms of consumption expenditure on
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the other seem to be the only solutions., At present
money is saved voluntesrily in contribution clubs, in
Post Office snd commercicsl savings bonks end in
cooperative thrift and credit societies, with smeller
amounts in building and insurance societies.

The Post Office Savings Bank would seem to be =&
most suitable institution for the mobilisation of small
domestic savings in a low income country, as it is in
the wealthier countries., Such a Bank is run as an
encillery service to the Post Office itself so thot
overheeds on buildings and staff are reduced considerebly.
Branches can therefore be established in arees in which
it would be uneconomical to hesve a braench of commercial
bank, but where there may well be considereble potential
small sevings held unproductively or spent on consumption
goods which could be dispensed with if there were some
alternetive remunerative use for the money. That, at
least, is the theory.

Although a substantial part of known voluntary savings
in Nigeria is deposited in Post Office Scvings Bank accounts,
it is clear that its apperent potentialities have not been
fully realised. Total Post Office Savings Bank deposits
srew from just over £250,000 in 41941 to almost £1.2 million
in 1946 and to £4,77 million in 1956, During the same
reriod the number of accounts incrcecased from less than
50,000 to almost 240,000 =nd the average size of each
account was £20 in 1956 compered to Just over £5 in 41941.
Considering the size of the population and the estimated
national income of the country, the low sbsolute level of
savings through this medium is very evident.

Furthermore, since 41956, the level of deposits in the
Post Office Scving Bank hes declined considerebly, although
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the number of depositors hes continued to grow. In 1961,
the accumulated belence wes only £3.45 million, while
there were over 287,000 accounts.(1) The accumulated
balance per account, at £12, was lower than in any

year since 1946.

A great part of Post Office Savings Bank funds in the
past was composed of deposits not normelly held by such an
institution. They were used for the trensfer of funds to
avoid the high internal bank remittance cherges (frequently
%%). A large number of accounts werc opened at one office
and closed at another a short time later. This practice
was not confined to Nigeria and its occurrence in the Gold
Coast was noted in the Trevor Report. It causes higher
administrative expense and operates against other savings
bank users since the funds thus deposited cannot be
productively employed by the Bank. However, as commercial
bank branches increase in number and communications
;mprove? charges for internal remittances may be reduced.

Prbfident Associetions, local governments and co-
operative socicties kept subgtentiel amounts in the form
of Post Office accounts, but those have now been largely
withdrawn because of superior rates of return on invest-
ments elsewhere, Most, though not all, cooperative
societies now heve their money in the Western Region
Cooperative Bank or in the apex cooperative unions in
the Eastern Region, at Aba and Caleber, Apart from the
fact that those unions help strengthen the financiel
structure of the cooperative societies, they pay 3% on
deposits in contrast to the 2%% offered by the Post
Office Savings Banke. The closing of locel government
accounts is likely to be helpful to the P.0.S.B. since

(1) Digest of Statistics, October 4964
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there has been 2 tendency in the pest on the part of
L.A.'s to use deposits as current accounts, thereby
making it difficult for the P.0.S5.B. to determine its
own investment policy. Especiglly in future, when no
doubt attempts will be made to invest its funds within
Nigeria, it is essential that those funds should bec
fairly stable,

In September, 1958, however, a Post Office Savings
Bank (Amendment) Bill designed to encourage some larger
savers beceme law. The Ordinance provides for the payment
of & flet rate of intecrest of 23% upbﬁ savin.s bank deposits
up to and including £30,000. Hitherto, interest payable
had veried; 23% on deposits up to £2,000; 2% on deposits
from £2,000 to £10,000; 1% on deposits from £10y000 to
£30,000 and 3% on deposits above £30,000. During the
recading of the Bill, it was stated by the Minister of
Communications and Aviation that the alteration was an
effort to induce learger investors to reinvest some of
the funds which they had withdrewn over the past two
years, But it was intended to reduce to zeroc interest
on deposits over £30,000 because the P.0.S.Be "is mainly
intended to meet the needs of small savers, and not the
very lerge investors.'' The toleration of accounts of
up to £30,000 might appear to contradict that intention,
but the Minister explained that the ceiling wes to be
kept at that level to help Local Authorities in areas
wherc there were no banking facilities.

The continued increase in the number of depositors
is probably due to the great increase in the number of
branches &t which Secvings Bank business is carried out.
In 1956 there were 200 such branches, in 1957, 215, and
in 1958 the figure was 255. But of course with the
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absolutc decline in sevings, therec has been a considerable
decline in averegec deposits per branch. The maintenance
of & comparatively large number of bank branches is
undoubtedly responsible for much of whatever success

the Post Office Sevings Bank has had. Newlyn and Rowan
noted that both British and Nigerian bankers cleimed that
in areas where brench offices of commercial banks were
opened, deposits were gained from the Post Office Savings
Bank.(1) In 1956 there were 200 Savings Bank branches
throughout the country comparced with 137 branches main-—
tained by all the commercial banks.(g) Since then, there
has been a very lerge expansion of bank branches (to 193
in 1960)(3) and, as olready mentioned, meny local authori-
ties have ceased to meke use of the P.0.S.B. for current
eccount purposes, At 30th June, 41961, the total amount
in the savings banksrun by the commercial banks was in
excess of £20 million,

It is debatable whether the difference in the rate
of interest affects the preferences of smell savers. 1t
is more likely that they use no recognised savinis
institution at all. People gre discoureged from holding
their money in the Post Office Savings Bank by the compara-
tively long delays in obtaining withdrawals. An article
describing facilities offered by the Bank remarked, "In
feirness it must be stoted that the great disadvantage
of the Post Office Sevings Bank at present is the great
delay in confirming and permitting withdroewals. At times
it takes one month for withdrawals to be checked and

&1% Newlyn and Rowan oOp. cit., p. 130
Report by Mr. J.B. Loynes on the Estzblishment of a
Nigerien Central Bank, the Introduction of a Nigerian
Currency and other Associated Matters, Lagos 4957,pera. 22
Eﬁg Nigeria: Hendbook of Commerce end Industry 4960, pp-171—172

Digest of Statistics, October 1961.
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completed, but increasing mechanisetion of the central
accounting department is expected to shorten this

waiting time considergbly." 1)

It is very significant thet the first secondary
Cooperative Thrift Society in the Northern Region, the
Kadune Thrift end Loan Union was initially formed, "to
operate a bank eccount from which its members might be
egble to obtain advances pending the receipt of money
withdrawn from the P.,0.S.B., the letter being almost
invariably a long drawn-out affair."(z) In the above-
mentioned debate on the amendment bill, the Minister
mentionced that delay in withdrawals was perhaps due to
excessive caution in guarding against fraudulent with-
drawals. Such withdrawals arec not common, the amount
shown in annuel reports being about £480., Whether this
is due to caution on the part of the authorities cannot
of course beascertained. In the debate, Chief Solaru
recommended the introduction of passport photos on
passbooks to obviate all inconvenience (such as making
use of letter writers) involved in identification. This
weas taken up according to a report in January 1959 when
it was announced that it would be possible to withdraw up
to £100 without reference to the Accountant-General in
Lagos. 3 This would appear to be going to the other
extreme, however.,

In 2 survey of Nigerien cocoa formers,(a) people
were said to "monege without the help of the Post Office
Sevings Banks; they complein of the time, trouble and

(1) cily Times, Logos, Banking Supplement, Janucry 27, 1958,
Pe 17

(2) Dept. of Cooperative Socic¢ties, Northern Region, .annual
Report 1951=52.

EB; Doily Times, January 24, 1959

L) Galletti, Baldwin and Dina, op. cite, Ds 29.
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expense involved in operating acccounts a2t distant savings
banks end also of corrupt prectices and inefficiency in

the offices." However, it is well to stress thet the Post
Office Scvings Bank is not alone in its reputation for
inefficiency. There is a generel lack of the businesslike
approach to such matters which is so invaluable to the
proper oonduct of commerciscl affairs and which is so useful
in attrecting public attention to the facilities znd
convenience offered by such institutions.

The use of the Post Office Scvings Bank is certainly
less availeble to the rurel dweller than to the townsman
since of the 250 branches, most are hecvily concentrated
in the South, in and asround the main towns, as those are
the ereas where postal services are most highly developed.
In the cbove-mentioned debate, Mr. Adeniran steted thot
people in large towns have P.0.S.B. facilities, but not
those in rurel arecas ond he made & plea for their exten-
sion. In the addresses of local constituencies to their
representatives ond to Ministers on political tours,
requests ere frequently included for the provision of
P.0.S.Bs facilities, so thet it would scem thet there is
some demand for them. It is interesting tc note thet in
Ghane, with o populction (albeit a wealthier one) only
one sixth the size of that of Nigeria, there were in 1958,
365 P.0.S.B. branches and totel deposits amounted to more
then £5 million. It is very likely thaet throughout Nigeria
Just as much personal saevings at the moment are made through
the medium of contribution clubs(1) es through formal
savings institutions such as the Post Office Savings Bank,
commerciel banks savings depertments und cooperative thrift

and credit societies,

(1) See pp. 51 - 61.
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Apart from fectors militating ageinst its most
efficient use 25 a sevings institution, the Nigerien Post
Office Savings Bank suffers from another major defect.,

The function of such an institution should be not Jjust

the promotion of thrift and the mobilisation of domestic
savin.s, but their mobilisation for productive use within
the country. However, the sevings, which could very use-
fully be put to work in Nigeries itself, are all invested
in foreign securities on behalf of the Accountant Genersl
by the Crown Lgents in London, despite a clause in the
existing (41948) Ordinance which permits investment of up
tec one third of the total scvings in Nigerian government
securities of any kind. Since the Savings Bank is a
government institution, it cught to be used in a manner
best calculated to help the economic development of the
country, sc long as this does not endenger the sccurity

of the funds cntrusted to it. The drawback to the employ-
ment of Post Office Savings Bank funds within the country
is, of course, the lack of a domestic cepital merket. But
investing the funds ebroad is certaeinly no encouragement
to the growth of such & merket. £19 million hes been
raised by the Nigerian Government in internal loans in

the past 3 years. There is no reason why the Savings
Bank should not invest a lerge part of its funds in
government securities. The heavy withdrewals of P.O.5.B.
deprosits which have teken place recently since Nigerian
Government stock is fully negotiable need be no deterrent.

M, Toynes'l) supessted Gt the Bank should, IF e
suitaeble range of securities becamc availablec, be enabled to
invest up to two-thirdc of its recources in internal loans of the

(1) ope cite, para. 35
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Pederal governmcnt, 3ut he advocated a minimum holding
of sterling securitics for many years as a safeguard of
liguidity . The stcrling portfolio should, however, be
kept in shorter deted form than at present.

The commercial bonks have in the last few years
come to play an important role in the mobilisation and
utilisation of voluntary savings, and are now far more
important in this sphere than any other institution.

The majority of banks currently operating in Nigeriao
are e¢Xxpatriate end most of them are linked with large
banking interests in Burope end fmerica. The two
longest established banks probably still share the
greater part of banking business in the country. They
are Barclays (D.C.0.) and the Benk of West Africa, owned
jointly by Lloyds, Westminster end National Provincial
and by the Standzrd Bank of South Africa and connected
by means cof interlocking directorates with the Midland
Bank and Coutts & Co. In 1960 and 419641 branches of the
giant National Bank of imerica and Chase Manhaltan Bank
were established in Lagos end Ibadan. There are several
smaller expatriate banking concerns, mainly in Lagos,
specialising in exchenge banking end so on. The only
substantial Nigerian tanks are the African Continental
Bank and the National Bank of Nigeris, although the
Cooperative Banks are growing in importence. The only
other reasonably large domestic concern was the Nigeria
Farmers' and Commercisl Bank which went into liquidation
in 41953 (with deposits in excess of £500,000),

The Africen Continental Bénk was founded by Dr.
Azikiwe, now Governor General, in 1948 with the intention
of liberalising credit for Nigeriens, Allegations of
malpractices led to the Foster Sutton Commission of Enquiry
in 1956 which resulted eventually in the nationalisation of
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the Bank. The sheres are now held by the Eastern
Nigeria Development Corporation. The Naticnel Bank has
also recently been the subject of investigation end the
Federal Government is settempting to eppoint & commission
of enquiry into its affairs., There are many other banks
and so=-called banks but they heve had varying fortunes
over the years and it is impossible to obtein any clear
indication of thelir real importance. For example,
between 1954 and 1952 more than a dozen Nigerian owned
banks closed down because they were bankrupt or
involvent.(ﬂ) In an erticle in the Daily Times in
October 41951, the Managing Dircctor of the National
Farmers' Bank wrote, "We have helped over 40,000
Lfricens in finance and business since the inauguration
(1947) of our bank, but we are disappointed by ebout 20%

Oof our CuS tOMEIr'Seoos. Whenever we give certein tym s cof

traderoverdrafts we are in soncstcat feer as to their
(2 -

prospccts of repayment."* ) He also complained sbout

the failure of most Nigerian treders to keep proper

accountse.

The place of benking in the economy end the nature
of expaetriate banking business has changed radically in
the past five or six years. Formerly, because exnatriate
banks tended to esteblish branches only in areas where
therc was cxpatriate or government enterprise, there was
a low branch density in relation to totasl population
and hence normal banking facilities were not available
to many people. In 1953, there were only twenty-nine
expatriate banking offices in the entire country.

Because of little contact with the indigenous population,
lending to indigenous firms was small and local employ=-

(1) Report cn Banking snd Finance in Eastern Region 1957,
Sessional Paper No. L.
(2) Quoted by Newly and Rowan, op. cite, DPe 114.
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ment of funds consequently restricted. For example, at
30th June 1951, local earning assets of the expatriate
banks were approximetely £1.4 million while net external

assets were £414.2 million.(ﬂ)

This eventually led to allegations of discrimination,
to utterances by nationalist leaders to the effect that
the banks were in leaguc with those who would prevent
Nigerians establishing industrial and commercial enter-
prises which might compcte with already established foreign
concerns. While it cannot be denied that on occasion this
was the reason for refusal to extend credit to indigenous
entreprencurs, it has to bc emphasised at a time when
loose gencralisations sbout former policics are current;
that in many instances the Nigerian epplicant Jjust was
not & creditworthy proposition to the benker. He may even
have had =@ssets worth a considerable sum, but such assets
were usually in the form of land to which there was no
recognised title, No bank could afford to extend much
credit on land mortgeges when titles were insecure;
the position would undnubtedly have been easier if there
had been indigenously owned banks or benks with effective
Nigerians on the management side who were in a position
to know the local circumstances.

However, the description above of the fate of the
National Fermers' Bank indicates that the prudence of
the expatriate banking concerns was warranted. The banks
Which collapsed in the early 4950's left many trushing
depositors, including those who had petronised Nigerian
banks for petriotic recasons, bankrupt, a fate which had
never befallen the customers of the foreign banks.

(1) Newlyn and Rowan, Money snd Zanking in British Colonial
APricay Pe [[o
(2) ~"aitto - p. 79.
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Newlyn and Rowan(1) writing in 1954 estimated the
African share of deposits in eXxpatriate banks at 25%.,
Because the rates offered on time and saving deposits
were only %% = 1%, Nigerians prcferred to invest their
savings in the Post Office Savings 3ank.(2) Furthermore,
the expatriate banks showed themsclves unwilling to
accept small amounts of money and this reduced considera=-
bly their cepecity to mobilise the savings of Nigerianse.

on(3)

and their service charges were, and still are, frequently

The European banks "provide service rather than credi

criticised es excessive. The International Bank Mission
remarked on the use of the Post Office Savings Bank or
even pcrsonal plene transportation of money, to avoid

the heavy charges for internal remittances. Because of
these defects, the Mission thought it likely that the
share of the European banks in Nigerien banking would

decrease over thc years.

The growth in banking business in the past few years
makes it doubtful whe ther the prophecy of the World Bank
will come true in the near future. In 1961, the Bank of
West Africa alone had 55 branches in Nigeria and Barclays
D.C.0. has more. The total number of bank branches 1is
in excess of 200, BExtensive campaigns have been under-
taken in the press, on the radio and in the cinemas to
induce people to ~ut their money in the savings depart-
ments of the verious benks. Interest rates on deposits
ere now 3%, the same =s those paid by the African
Continental and National Banks. A large volume of accep-
tance business is now undertaken by the expatriate banks
and although there are still occasional allegations that

(1) Newlyn and Rowan, Money and Benking in British Colonial
Africa, p. 79

(2) Intercst rates offered by Nigerian Banks at this time
varied between 2% and 5% on time and savings deposits
and sometimes interest of up to 1% was paid on current
accounts,

(3) I.BeR.Ds OPe cites De 95
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credit is not so easily obtalned by Nigerians, considerable
numbers of Nigerian businessmen allow the expatriste
concerns to handle their accounts,

The total assets of all banks in Nigerie doubled
between 1955 and 41960. The increase in the business of
the Savings Banks of the Commercial Banks hes been enormous.
In 1951 totel savings bank deposits were £1.63 million. By
1961, they were over £20 million. Over the same period
demand deposits grew from £18.4 to £42.6 million end time
deposits from £2.4 to £8.2 million. The chenge in the
territorial distribution of investments is also signi-
ficant. At 30th June 19641, out of investments worth
more than £7.9 million only £29,000 was placed outside
Nigeria. The main reason for this change is the 1issue
in 1960 of Federal Government Treesury Bills, but it also
reflects the gencral growth of investment opportunities

within the country.

The reasons for the growth in the use made of the
commercial banks gencrally and their sevines facilities
in perticuler are not herd to find. The rapid rate of
urbanisation, the increasing numbers of salary earners
and the rise of local trading end contracting firms have
all contributed, It is not uncommon to see a man whose
natural appearance indicates poverty depositing twenty
or thirty pounds in a savings account end putting his
inked fingers on the paying=-in-slip in lieu of his

signature.

Most Nigeriens sre peasant farmers whose neceds for
cash are secasonal. Cocoa farmecrs generally use the
money they receive for produce to eéngage in trade during
the off-scason. If he cannot find money for improvements
immediately, a cocoa farmer can normally obtain an advance
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against his crops from produce buyers, or, if a large
fermer, from the banks, 5Hut the majority of Nigerian
farmers do not produce cocoa, they produce yams, cassava,
millet, corn and other foodstuffs. Their productivity is
invariably low end their cash €arnings are small. Many,
after doing their own plenting, travel to other districts
as migrant labourers. Their savings are too small and
the situation of most savings institutions too remote,

to warrant opening savings accounts at the P,0.S5.B.

They require an orgenisation which will hold their

smell savings and enable them to raeise the smeall cash
loans they may require from time to time to purchase
their modest tools or to fineance consumption just before
harvest. Since such improvements will hardly constitute
major advances in productivity, the prospect would not
be sufficiently attresctive to orthodox commercial banks,

There exist in various forms in different parts of
Nigeria two institutions which secem appropriate for the
mobilisation of the extremely small savings made by
farmers end traders in the rural srecas. Cooperative
soeicties and banks have become quite prominent since
the last war, in 2ll the Regions. Also existing in
cach Region is the contribution club, known most

commonly as the ‘“susu'

In the years after the first world war when crop
prices were subject to violent fluctuestions, the Nigerian
Department of Agriculturc began to organise cocoa farmers
with a view to securing better prices and improved quality
of crops. Encouraged by the efforts of the farmers a
study of the problems of cooperation was made and in
1934 a report was published recommending en officially
supported cooperative movement. Subsequently, the
Cooperative Societies Ordinance was passed in 41936.
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There arc today over three thousand coopecrative societies
of all kinds doing business to the value of £10 million

per snnumJ(1)

The most popular types of cooperative society are
the thrift snd credit society and the produce merketing
society. There are also farmers' societics, a few
building socicties and craftsmen's socicties. The
thrift end credit societies seem ideslly suited to
the needs of the small fermer. They have the advantage
of being locally based and as & result most members know
each other and are generally known pcrsonally or by repute
to the officials of the society. The board is thus in a
good position to assess the creditworthiness of particular
members, The member of the cooperative society does not
have to go out of his way to visit the headquarters, which
are almost on his doorstep. Llthough he is required to
buy shares, they are very checap, and he can make small
deposits and borrow small amounts which it would not be
worth the trouble of a bank to lend him.

From modest beginnings in 1938, when there were
eight villege benks or thrift and credit socicties in
the country with total seavings of £138, the thrift and
credit branch of the movement has grown rapidly. By
1948, there were 287 societies with assets of £325,164
and & membership of 13,753« During thet year £45,420
was lent. The total number of loan transactions was
15,618.(2) Only a local moneylender or & friend would
be prepered to lend such a small sum as £3, which was the
average emount of a loan, Some of the loans were for
general forming end bicycle repairing, but sbout 60 per
cent were for trading purposes and 414 per cent for the
purchase of palm produce. It is worth noting thet 25 loans

éﬂg Nigeris Handbook of Commerce and Industry, 1960, pe. 209.
2) Annual Report of the Registrar of Cooperative Socicties,
1948-49 Lagos 1950
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totalling £485 were made to assist payment of tuition fees.
¥

In 1950, sums totalling £72,396, in 1951, £114,819
were lent by thrift and credit societies. In the latter
year, the last before the re.ionalisation of the coopera-
tive depertment, there were U406 societies, only 44 of
which were outside Calgbar Province. Rates of interest
charged for loans varied from 30 per cent in Katsina to
10 per cent in the best Calebar societies, while from
3 to 7% per cent was paid by the societies on deposits.,
The rates charged seem high but are modest compared to
the terms which local moneylcnders charge. Seventy
societies had an exclusively femele menbership. Loans
were still being advanced chiefly for trading purposes.
In fact, 78 per cent were for this purpose and 15 per
cent were for "farming" including the redemption and
acquisition of land. Little money, it is evident, was
borrowed for land improvement although it may be argued
that money lent for trade facilitates the improvement of
communication between producer end consumer with conseqguent
advantages to both. However it is still somewhat dis-
appointing that little use was mede of the opportunity to
improve the productive capecity of the ferms.

The geographicel distribution in 1958 of cooperative
soclietics in the North and East is shown below by provinces:=—

Eastern 31.3.58 Northern 34 .3.58

Calabaor 854 Adamawa 6 Kano 80

Owerri 172 Bauchi 1 Katsina 99

Rivers Ly Benue 20 Niger 11

Onitsha 76 Bornu 60 Plateau 27

Ogoja 38 Ilorin T2 Sokoto 20
Total 414841 Zarisa 74

Total 0

Sources: Cooperative Department, Enugu.
Northern Region Cooperative Department, Annual
Report 1957-58, p. 2.
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It is clear from the gbove thet, in the North
especially, societies are extremely thin on the ground,
there being an average of one per 600 square miles in the
North and per 26 square miles in the REast. In 1958 less
than 50 thousand Northerners out of a population of
approximately 48 million, more than 80 per cent of whom
are farmers, belonzed tc the cooperative movement which
has evidently not touched the mass of farmers. If we look
at the figures over a period of a few years, a more
promising picture emerges. In 1949, there were only
125 societies in Northern Nigeria with less than 5
thousand members. By 1958, there were 509 societies
with 30 thousand members and a year later there were
4);,000 orgzanised in 550 societies, Tonnage of groundnuts
marke ted by cooperatives rosc from approXximately one
thousend in 1956-57 to 5,300 in 1957-58 (although this
was still less than one per cent of the export crop).

If this rete of growth continues for long, then, as with
cocoa in the West a great portion of groundnut crop will
be cooperatively marketed. Owing tc the predominance of
groundnut farming in the North, many societies have been
formed to market this crop and their growth hes been
remarkable, Coffee, cotton and cocoa are also marketed
cooperatively to some eXtent., The Regional Government
has actively encouraged produce merketing societies in
the North by guaranteeing bank overdrafts which enable
societies extend credit to their members and engage in
produce marke ting. In 1959, Government guaranteed
overdrafts amounted to nearly £1.4 million.(1)

If the loans made by the vaerious crcdit societies
are examined, the absolute amount is quite small compared
with the likely requirements of a predominantly agriculé
tural countrye.

(1) Nigeria Handbook of Commerce and Industry 1960, p, 210.




“ 5 -

Volume of Loan& Made by Cooperative Societies - 41957.

(i) Thrift and Credit Societies.

No. of Total No. of Amount

Region Societies Members Munds Loans

East 908 32,578 378,367 28,773  L4O4,797
West 6L 2,097 = 2,135 37,976
North 157 8,943% 35,000 - 67,910
(ii) Thrift and Loan Societies

East 55 2,92'1 118’001 1 y298 293723
North 97 3,597 400,000 - 10,255
(1ii) Produce Marketinz Societies

East 37 2,411 20,744 311 3,742
West 526 35,806 - 27,823  LL2,455
North 52 3,300 12,000 - U,715

% Approximately

Sources: Eestern and Northern Cooperative Departments,
Annual Reports and information supplied by the
Registrar, Cooperative Department, Western
Nigeria,

The Eastern and Western Societies made available
around £500 thousand each in short term loans while the
Noirthern societies edvanced just over £80 thousand. The
average amount of a loan varied from £40 to £18 according
to the Region end type of society and is & considerable
increase on the early years when it was only one or two
pounds. The consolidated figurcs for 1959 show a
continuing growth - the amount of credit advanced by
societies in all regions totalling £2,229,000 were made.
The most rapid progress is in the North where loans
amounting to £530,000 were made while Western loan
figures are almost double those of 1957 at £981,000.

In the East loans totalling £663,000 were advanced.
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It is of interest to examine the purpose for which
loans have been used recently, although "in evaluating
statistics for 'loans purposes,' due allowance must be
made for the generesl practice of borrowers to cover up
the true purposes by stating only those purposes they
believe to be permitted by the byelaws," 1) In 1956=57,
during which, incidentally, 86 per cent of BEastern Region
loans were made in Calabar Province, loens in the East
by thrift snd credit societies were made in the following

proportions :-

Trading Bed
Farming 30.8
Fishing 341
Purchase of

property %el
Industries 245
Building 243
Sundry 2l

Source: Eastern Region Coopcrative Department Annuel
Report 1956-57, De Lo

The number of loans made for farming had therefore
risen considerably since 1951, although in view of the
cautionary statement quoted above, how much was actually
used for the stated purpose cannot be known. The
Cooperetive Department had made it gquite clear in its
anmual reports thet it was disappointed in the amount
of applications for loans for trading purposes. For
example, in the 1955-56 Annual Report the following
appears:

"The Government appreciates the soundness of the
Thrift and Credit movement in that it is firmly
based on o system of regular organised thrift,
but regrets that a2 comparatively small propor=-
tion of loens in societies is =2t present given

(1) Eastern Region Cooperative Dept. Annusl Report
1956-57 .
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for genuinely productive purposes. The Govern=—
ment hopes thet productive credit for agriculture,
locel industry end fisheries will be given priority
by committees in credit socicties end thet any
acditional funds obtained from Regional Cooperative
Bank loans will be earmarked for these purposes,’

The Eastern Regional report for the year 4954-55
had mentioned that there was little or no supervision
of the applicetion of loans and therc was plenty of
evidence that loegns werc frequently cpplied to purposes
other than those declared or approved. Yet defeults are
rare., Despite the fact that loans or parts of loans are
frequently used for purposes, for exemple housebuilding
or transport activities, other than those for which they
are advanced, they are generaslly repaid. According to
thc Western Region Registrar, defaults are most common
in a hard yeer wherec a fsrmer is forccd to spend the
money on the necessities of life.,

In the Thrift and Loan socicties, gcenerally formed
by salary earners in the towns, and comparatively
insignificant beside the Thrift and Credit societies,
loans are grented for rather different purposes. Bceclow
is a breakdown for the ycar 1956-57 of loans granted by

Thrift and Loan societies in Eastern Nigeria(ﬁ):—
Building L7.0
Acquisition of Land 8.9
Education of Dependents 1640
Medical 11
Purchase of Cyclcs etc, 0«5
Ferming O.h
Marriage 0.9
Leave expenses 1.0
Funerals 0,6

2345

Other

(1) Eastern Region Cooperative Dept. Annual Report
1 956""57, Pe 6.
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A1l the societies suffer to some extent from
lack of supervision and part of the reason for the
declining role of Thrift and Loan societies in
Northern Nigeria is attributed by the Department
to the fact that the average loan to Committee
menbers was neerly three times that to ordinary

(1)

Avgilasble funds are often invested in such a

members.,

manncr as to limit the money which is available for
the primery purpose. For example, it is lamented
that "each of the Credit Unions has put up substantial
offices and halls and has ticd up considerable capital
which might otherwise have been used for credit
operations.“(z) In Lagos, coopecration is confined
almost entirely to salary earners' thrift societies.
There are nearly 4100 sociecties and the 10 thousand
menbers have accumulated savings to the value of £300,000,
The following teble showing the activities of the
cooperative societies during the yesr 41958-59 is ample

evidence of their rapid growth in the last few years:

(1) Northern Region Coopcrative Dept., Annual Report
1955"56, Pe 30
(2) Ministry of Commerce, Eastern Nigeria, Annual

Report 1959-60,
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Source: Nigeria Hendbook of Commerce and Industry 196C, p. 213,
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The device of the government guaranteed bank overdraft
adopted by the Northern Regional Governument to provide
credit for the cocperative societies has already been
mentioned. In the Lestern and Western Regions Coopereative
Banks are well cstablished. The Regional Cooperative 3Bank
of EBEastern Nigeria acts not only as the¢ principal invest-
ment agency of the thrift end credit societies but also
finances the Bastern Nigeria Cooperative Exporters Limited.
The Cooperative Bank of Western Nigeria was established in
1953 with a grant of £41 million from the Nigeria Cocoa
Marketing Board. It also handles deposits from the thrifi
and loans societies amounting to more than £250,000,

Although the number of societies has increased since
then, it is cleer from the uneven geogrephicel distribu=-
tion in 1958 &nd from the amount of money disbursed inthe
form of loans that at present the cooperetive movement
does not enjoy strong countrywide support. In only the
old Calabar Province and in the Western Region are
societies sufficiently numerous to warrant saying that
the movement is an important institution emonz the people.,
The Association of Nigerian Cooperative Lxporters, set up
in 4945 and operating in the Western Region is the biggest
singlec cocoa buying organisation in the Federation,
marketing nearly 40,000 tons of produce per annum.,

Inasmuch as it is a comparatively recent form of
enterprise in Nigerie end was introduced from above by the
Administration, it is possible to feel optimistic about its
future. Twenty-five years is not a long time and there has
been no lack of enthusiasm for the two forms of the society
which are most concerned with providing credit = the thrift
and credit and the produce marketing societies. In the
North in particuler, and possibly in the East also, there
would have been many morec societies hed the Government
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Cooperative Doporimont Loen more odogustely staffed,
Much of the difficulty in running the societies, the
majority of whose members are barely literate, is the
result of inability to keep proper accounts., Invariably,
the annual reports of the Northern Nigerian Coopersative
Department mention thet farmers in some Provinces have
been requesting help to establish cooperative societies
and thet this has not been possible owing to a dearth of
staff. The Zsstern Cooperative Depertment, in common
with other government departmenis, is continually losing
staff who have resigned to pursue further studies. It
is likely that with more assistence available from
government, even more progress would have been made in
cooperation.

The Contribution Club

It has been shown that the commercial banks are not
sulitable institutions for the provision of credit to
poor peaseants farming smell portions of land and living
far from the cities. Nor is the Post Office Savings
Bank always the best sgency for mobilising the domestic
savings of an agrarian population. An attempt has been
made to describe the cctivities of the cooperative
organisations which have been formed for the purposes
of providing rural credit and accepting savings.
Although the numbers of such organisations are growing
and they are handling more funds every year, it is
apparent that the amount of credit they provide is so
little, ebsolutely, and so uneven over the country, that
it cennot be adequate. Although there is probably a great
demand for cooperative credit and desire to form more
cooperative societies than the Cooperative Departments
with their existing steff cen cope with, I venture to
suggest there is another existing institution which is
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even more suited to the needs of the people, although it
has its limitations.

For convenience, since diffecrent forms exist and
different terms sre used in various parts of the couatry,
this institution will Le referred to as & contribution
club.(1) There are two main kinds of contribution club;
that known most commonly as 'isusu', 'osusu' or 'sosu',
and that celled 'ajo' in Yoruba and 'adashi' or ‘'dashi'
among Northerners. Fhile it would be impossible to
estimate the numbcrs contributing to such societies or
the emounts saved by them, the institution is so common
and such comparatively large sums sre saved through them
that in any discussion of voluntery savin.s institutions
and capaclity for seving in Nigeris, they can hardly be

ignored.

The form of contribution club known as esusu appears
to be the most common. Similar institutions can be found
all over the world snd what concerns us here is the present
working of those societies in Nigeria and their relevance
to the promotion of thrift and the productive use of
savings., It is evident, that it is only in this century
with the introduction of modern forms of coinage, that
esusu can have attain-d its present importance,

The esusu is & society whose mecmbers make fixed
contributions of money at fixed intervels. The total
amount collected by the entire group is distributed to
each of the mcmbers in rotetion. Obviously, if rotation
is strict some members actually benefit from interest free
borrowing, while others in effect lend without interest.
Although lots are drawn for the order of rotetion, provision
is generally made for a member to teke out his 'hand' earlier
if he needs to and subjcct to conditions which may involve

(1) This is the term used by Mrs. Ardener. Sece S.G. Ardener,
"The Social and Lconomic Significence of the Contribution
Club among a Section of the Southern Ibo." Annusl Con-
ference, WeleleSeleRe March 1953, Ibadan pp. 128 - L2.
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reying in extra smounts later.

The amount of the regular contribution s noted by
Bescom in 1937 veried from zd to as much as £5, a very
sizeable sum in those days, and even now. Bascom mentions
a man employed by the Nigeria Police wno was a member of an
esusu of twenty-four peying a monthly contribution of £5
each, thereby providing a fund of £120. IHowever, legisla-
tion was enacted to prohibit civil servents from joining
contribution clubs in order to protect them from debt.

How effective the legislation wes is debatable. At the
present time, there are meny groups of employees in
government offices who Join together to form esusu clubsa
With rising incomes, the amount availeble for saving in
esusu heve increased and £5 per month is not uncommon,
although the amount still varies from a few shillings to
as much as £10.

It would eppeer that the esusu club is most comaon
in the South Eest, especially in Calebar end Owerri
Provinces, but is nevertheless widespread throughout
Nigeria, In the lerge towns, although as already
mentioned, govermment clerks club together to form
esusu, they are not so gommon -— since banking facilities
are more easily available and the trouble involved in
making use of them is comparatively little. Throughout
the Test, from Asaba end Benin to Undo and Ado~Ekiti
and eround Ijebu, the esusu is still strong and in the
North clubs exist, although confined mainly to Southerners
working there,

The esusu is, of course, subject to considersble ebuse.
Bascom in the gbove-mentioned erticle, remarks that the
settlement of Isusu accounis constituted a high percenteage



of court cases in the East, and more rccently the
cooperative depertment in Kestern Region denounced the
corruption among esusu heads, especially in Aba Division.
C.F. Strickland in his Report on thc Introduction of
Cooperative Societies intc Nigeria in the 1930's thought
that the field of esusu would be narrowed by the arowth of
a system of cooperative thrift societies. This hss,
however, not transpired. In the 41951 Annual Report of

the Coopcrative Depertment, mention was made of the

attempt to start co-credits in Abe as "en antidote to

Isusu money-lending clubs." According to the Report,

the istusu "appear to be tolerated by the people, in spite
of their obvious faults and sbuses, because they do provide
easy credit, and an element of geambling which adds interest
to life." This remark was unfair and the tone wes tempered
in later references. In the Annucl Report for 1951-53, a
rather more liberal attitude was displayed towards esusu =
"a widespread indigenous system of thrift and credit."
Although it tekes care to mention the habit of deductions
from contributions for feasting, it admits that "on the
whole the Isusus seem to be fairly well mancged although
in some areas (such es the Ngwa clan of 4Abe Division) the
Isusu haes degenerated intc @ notorious moneylender

controlled 'recket!',.,'

The Esstern Region Local Government Ordinence No. 16
of 1950 empowered local authorities to make bye=laws which
would compel esusu clubs to registcr with them. The Eket
District Council in Calabar Province was the first to make
(Osusu Club) Byelaws in 1952. Various terms such as
'club-heed', 'contribution' and ‘hend' - which is the
gross total of the smount collected by the contributors
at eny one mecting - were defined. An *Isusu Club' was
"an association of persons formed for the purpose of
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collecting ond contributing money each member of which
contributes a fixed sum at mcetings held at reguler
intervals and reccives in his turn the amount thus
collected ! Penalties for refusal to register were
quite severe - a fine of up to £5 or three months
improsonment or both. A fee of 410/- was to be paid

on registration and, should the club desire to continue
after cach member had received his heand, a re-registration
fee of 7/6d wes necessary. There were penelties for
disbanding illegelly, tempering with the funds, and so
on. Abea Urben District Council (Isusu Club) Bye-Laws
1954 demanded a 410/- registration fee and imposed a
penalty of up to £410 or three months imprisonment for
refusal to register. The Northern Ngwe District Council
Byelaws of 1953 required a registration fee of £2. DBoth
the latter District Councils are in fba Division where
the Cooperative Depertment elleged prevelence of sharp
practices in esusu clubs.

Later legislation under the powers conferred on
Local Government Councils by the Eastern Region Local
Government Law of 41955 e¢nabled the Councils to charge
considerably more for registration. For example, the
Ndoki District Council (Isusu Club) Bye-Laws of 1957
charged registration fees according to the eamount of
the hand as follows :

Amount of Hand Registration Fees
£ S D
£2 - &5 5 0
£5 = £10 10 0
£10 - £20 1 C 0
£20 - £30 1 10 0
£30 - £40 2 0 0
£40 - £50 2 10 0
£50 - £60 3 0 0
£60 - £70 3 10 o
£70 - £80 L o 0
£30 - £90 4 10 0
£90 - 5 0 0
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which, assuming twelve hands in a year amounts to almost
3% per annum. Re-registration after determinztion would
cost 50% of the initial fee.

The Ministry of Local Government keeps no records

of the numbers of socicties registercd under those bye-laws,
but up to Jenuary, 1959, fifty-two local suthorities had
made bye-laws. For some councils there must be a sizeable
income from registration fees, since the numbers of
socicties registered with one may be almost one thousand.
No similar legislastion exists in the Western or Northern
Regions, another indicaetion that the societies are not

so common in those arecas = or of course that their affairs

are so conducted as not to attract much attention.

Since very meny people in the villages belong to
esusu clubs, the total amounts saved through those
institutions must be considerable., Those which heve
registered in the Eesst are still considered to be a small
portion of those in existence, despite the penalties for
failure to register, and further, since the incidence
varies throughout the country, it would be extremely
difficult to acquire esctual figures. Such information
would be very valueble in an attempt to assess the amount
of voluntary savings in the country and the use made of
such savings. It is very importent to bear constantly
in mind the fact thet measurable improvements directly
attributeble to known acts of investment are not the
only improvements which take place in an economy, especielly
in a country where so little is known of the relationship

between sevings, consumption and personal investment.
It\is significant thet Miss A. Mertin, in her

study(qj found thet the nine cooperative society members

among her informents together paid £468.18.0d into esusu

(1) The 0il Palm Economy of the Ibibio Farmer, Ibadan
University Press, 1956, p. 23.
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clubs during en eighteen-month period compared with a
total of £33.15.,04, including instalments on sheare
capitel, into their societies. S8She noted that cooperative
societics are considered an adjunct rather than an
alternative to the esusu. The annual report of the
Eestern Region Cocoperative Department for 41953 noted that
there were 325 esusu clubs registered with Netive Autho-
rities in Aba Division compared with 27 Coopecreative thrift
end credit societics. In the Report for 41954, the Depart-
ment mecde the following comparison:

LA No., of Esusus Members Value of

e EoRSm—— Hand
Central Annang D.C. 85 L40-280 per club £5-£8u
Ottoro D.C. 865 21,6410 total

Thrift and Credit Societics Yo. of Menbers Working

= oY
in those L.i.' S Capital
u2 1,851 £13,149

It is eXceedingly difficult to estimete the amount
of capital formstion facilitated by menbership of esusu
clubs, In the first plece, as mentioned sbove, there cre
no full figures of the numbers of esusu clubs in the
country, their memberships or their funds. Apart from
that, there is absolutely no check made on the purpose
to which any particular member intends to put his ‘'hand'.
He may, and often does, use the money to pey dowry and
acquire a wife., Frequently the funds are used to enable
him to build a house. 'Good', that is Western style
houses, ere generally built over a pcriod of years,
bit by bit. When a man has a sum of money he will begin
to mould cement blocks, and he may continue to do this for
one or two years. He will buy corrugated iron for roofing
and outhouses and store it., Then the fittings like doors
and windows will be bought end the house can be built.
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Or a beginning mey be made with one or two rooms to

which others are attaschcd as money becomes available.

The esusu is a convenient means of saving up the large

lump sums required for such purposes. However, to know
that people do use the esusu for this purpose is quite
another matter from knowing the extent to which they

do so. Furthermore as mentioned earlier, it is debatable
whether the building of houses in rural areas can be termed
productive capital formation.

The 'hand' may be used to buy a bicycle - a very
important part of a trader's equipment in Nigeria,
especially in Owerri, Calabar and Benin Provinces -
where esusu is sc common. The bicycle is used to carry
a considerable variety of items ranging from human
passengers to coffins, firewocod to drums of palm oil,
and it is common for husbands to buy them for their wives
to trade with, Sewing mechines are often purchased by
the same means., Smaller contribution clubs can have &
subscription of as little as 1/6d per week so that each
menber can buy o new matchet and file.(ﬂ) Many people
pay school fees with money saved through esusu and this
too is a productive investment. IMoney spent on redemption
of farm land, salthough not directly productive enables
the farmer to be less dependent on the moneylender.

Some part of the funds may be spent on entertainments,
since t hose societies perform certain social functions as
well as the purely economic one of bulking personal ccvings,
And of course the social functions may well be directly
responsible for the continusnce of the society so that
it would not be true to assert thet expenditure on those
aspects is 2 wasteé., Nor must the importance of the con=-
tribution club as an institution for the mobilisation and

-

(1) A. Martin op. cit., p. 22
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effective utilisation of small savings be exaggerated.
Its ubiquity has been mentioned. The main advantages

of the esusu in the eyes of the farmer are that no shares
must be held, illiterates find it easy to understand and
there are no rules as to the use which must be made of
the hand. Large sums are saved through it. 3ut the uses
to which those funds are put are not necessarily in keep-
ing with the aim of economic development - they may well
be used to celebrate a wedding or conduct a wake =
although I believe that much of the money is used in a
manner calculated to improve the physical and intellec-
tual capital equipment of the economy.

There is probably a tendency, which should be corrected,
to consider any institution not officially encouraged by the
government to be necessarily inferior in organisation and
less effective in regard to its aims, than a government
sponsored organisation like the cooperative movement.

‘We should rather give credit to the members of esusu

for having some commonsense in believing that membership
will benefit them, and, especially in an underdeveloped
country where the burden of initiative is being laid
increasingly on the government, the continued survival

of such institutions should be regarded with favour
provided sbuses are rigorously checked. The fact that

it is impossible for the statistician to assess the value
of contribution clubs nevertheless does not invalidate

the progress made.

The other form of contribution club, known as ajo
in the West and adeshi in the North, is organised differently.
Strictly speaking it is not a club, since the members do not
come together or need to know one enother. Each individueal
mekes his own arrangement with a collector to whom he pays
a reguler, usually daily, amount. At the end of the month
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he receives back the totael amount »sicd minus one day's
subscription which the collector deducts as his commis-—
sion, There seems to be & difference of opinion as to
whether adashi functions as described sbove or as does
€SUusSl. Nadel(1) describes en institution which is very
similar to esusu. But an informent of mine, an Igbo Lady
who is a treder in Zaria, insists that it is like ajo.
Bohanan describes adashi emong the Tiv and it seems to
resemble aJo(2)
existing in the Eastern Region.

I am not aware of g similar institution

Men participate in adsshi more than women, wheresas
in the West ajo seems to bec confined to market women.
The daily contribution may be one shilling. "Some start
with 41/-, others 2/- or 5/- or 10/-, or even £1." The
collector may take £410, £20 or £30 daeily. It is his
only occupation, he has no special title, although Nadel
called him 'etsu dashi' - hesd of the dashi - and
contributors know him by name, which he puts on the
contribution cards with which he issues them. The
contributor, on receiving the lump sum, "uses it for
his purpose" - school fees, trading, "enything". My
informant believes thet it is be¢coming more common, but
also thinks thet in Zaria people use the banks end Post
Office Sevings Benk more than either adashi or isusu.

It can be argued that since ajo is not a revelving
fund, the contributions would be better saved through a
savings bank. Then the money coculd be put to productive
use while no demand for withdrawal was mede. However this

(1) S.F. Nadel, Black Byzantism O.U.P. 1942, p. 371.

(2) L. and P. Bohaman, The Tiv of Central Nigeria,
International African Institute, London 1953, DP. 49.
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overioocks the manner in which the money is saved and the
use to which contributors put the accumulated sum.
Contributions are paid out of daily earnings and it
would not be convenient to put a deily deposit of 4/- or
2/- in the bank, especizlly when the time and effort
involved to do this may be considerable, It is evident
that the trader feels he cannot trust himself to hold
such a small sum for fear of frittering it away as he
obtains it. The collector comes to the contributor for
the money rather than the reverse, although the equiva-
lent of 40% per aennum would seem & very high commission
to pay for this favour. The smallness of the daily amount
and the trouble necessary to seve and withdraw it is
probably the main reason why banks are not used. There
are no formalities to go through every time one wants to
opt out of the agreement, since the cycle formally
determines itself once a month. This argument breaks
dovn, however, when we consider the daily sums of 10/-
or £1 which are reputedly sometimes peid in. It is

hard to see what possible gain someone can obtain from
paying the collector £1 to hold £30 for him for a period
of a month, Even if income is subject to sharp seasonal
variations, that money would bc better and much more
profitably saved in a benk and a person who can save £1
a day over 2 period will surely not fcel the need to be
withdrawing totel savings frequently.

This section on the utilisation of voluntery savings
would not be complete without some mention of the village
improvement unions which are a notable feature of Nigerian
society., These unions exist both at home and 'abroad.'
The many Nigerians who travel from the villages to the
towns in search of more attractive Jjobs than can be
obtained in the countryside still retain, as noted earlier
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intense feelings of affection and loyalty for the place
of their birth. When sbroad, they naturally tend to
congregate with those of their own people who are living
in the same tocwn. If a man is out of work or finencially
stricken, he lcoks to those of his townsfolk living and
working in the seme city for assistance. Whether related
or not, they elmost invariably agree to help. Similarly
when a man is felt to be leading a bed life, his village
union may call him end wern him not to disgrace his
townsfolk., The villege improvement and welfare unions
frequently collect large sums of money tc send home to
assist in building town hells, maternity homes and so on.
The home branch of the union is often as active as the
local council in seeking improvements in the village.(1)

In this examination of the sources of voluntary
savings in the Nigerien economy, it hes become apparent,
even 1in the ebsence of concrete fizures, that the amount
is smell., Savings in formal institutions amount to
something in the neighbourhood of £2€ million. An
unknown amcunt revolves in contribution clubs. Further-—
more, the utilisation of such savings as there are
leaves much to be desired, elthough funds mobilised
through institutions such as the isusu may be used,
as I have shown, for productive and or socially
desirable purposes. A great deal of personal savings
is invested in property, either in the village, where
it brings scarcely any monetary return, or in the towns
where the returns are freguently enormcus. Personal
savings are used also in trading or in lending for
trading purposes and here again returns are frequently
high but lisble to severe fluctuations so that the
average rate of return mey well be quite low. In recent
years, there h&s been much investment by individuals or

(1) See S. Ottenberg: "Improvement Associations Among the
Afikpo, Ibo," Africa,Vol. XXV No. 41, January 1955, 1p. 1=26.
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small family groups in transport, either long distance
road transport or taxis. There has been, not surprisingly,
great reluctance to invest capital in projects where turn-
over is slow, The majority of such projects would in any
case require more capital than one man could conveniently
find. The problem of atomised sevings has been discussed
at length by Dr. P. Okigbo in Ibadan No., 4 October, 41958.

No one would venture to suggest that the Nigerian
economy is static. The repid growth of the road transport
business is the most striking example of the reverse
contention. However, the petty trader or peasant farmer
may be able to make the most sensible and raticnal use of
his small capitel, but he is circumscribed in his activi-
ties by his knowledge and the scale of his gctivities. It
will require structurel changes in the economic framework
before even the small funds availeble are utilised in the
most effective manner, And of course if technical innova-
tions are to be adopted, they must be accompanied by
innovations in the mobilisation and the capital structure

of enterprises.

It is essential when considering the propensities of
the Nigerian peasant farmer to consume and to save that
we remember the laerge sums of money which have been withheld
from him by statutory corporations and export taxes. Part
of the cgse for withholding this money rests on the
assumption that much of it would otherwise be dissipated
on consumption ond thet during hard times the farmer would
have little if enything to fall back on. But once this
'saving' hes been done for him, it is difficult on examina-
tion of his spending hebits to judge whether he is
naturally thrifty or otherwise.
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The reserves of the marketing boards have been an
important source of capital for development in the past
ten years. Virtually all the funds with which the
various Regional Development and Finance Corporations
were esteblished came from the marketing boards. Large
grents have been made by them to the institutes which
engage in agricultural research and to institutions of
higher education. By varying the producer prices for
different grades, at times uneconomically, the Boards
hive succceceded in raising the quility of 211 thce important
cash cropse. But it is contended by critical observers
of the functioning of the markecting boards, principally
Mr, P, T, Bauer, that, although they are important agents
of forced savings they hove prevented private savings and
investment by the producers themselves, apart from dis-
couraging the change from the subsistence to the exchange
economy by constant underpayment of producers.

Whatever reservations one may have sbout the latter
part of the argument, there can be little doubt as to
the validity of the former. It seems unlikely that the
whole of the difference in the boom years between producer
and world market prices would have been spent in reckless
consumption of beer, radiograms and American cars, although
whether the net effects to the economy of a different
pattern of payments and investment would have been more
or less beneficial must remain a matter for conjecture.
It can be argucd that the effects of an adverse movement
in world market prices for cash crops might have been
absorbed to some extent by the improvements the farmer
would have initiated in his methods of production as much
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as it is likely to be by subsidies from the depleted
funds of the merketing boards, It is also possible thet
out of the many hundreds of thousands of smell producers
a few would have used the additionel zains to achieve
Jjust that measure of entrepreneurial success which

the Development and Finance Corporations strove so
unsuccessfully at such great cost to impart.
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CHAPTER TIII

GOVERNMENT UTILISATION OF DOMESTIC CAPITAL

I Direct Investment

The vrime responsibility of mobilising and utilising
domestic capital in Nigerie must rest with the Government,
simply beceuse there are so few other institutions capable
of channelling savings into the aggregations necessary to
effect changes in the structure of the cconomy. Voluntary
savings are pitifully smell when considered on a per capita
basis., Government, through its taxing powers and through
its agencies such as the marketing boards is able to amass
a considerable volume of capital and to direct investment
to those sectors of the economy where it is considered it
will have the most positive effect on economic growth.

There is no comparable accumulation of liquid capitel
outside the government; the post office savings bank, as
we have seen, is subject to hesvy withdrawals, and in any
case both this and the growing cooperative banks are
government sponsored. The cooperative societies depend
for their continued growth on encouragement by government.
Their orgenisation is not spontaneous - isusu is the only
institution which is and which has never received official
encouragement. Even the much vaunted community development
efforts have depended to a great extent on the enthusiasm
of individual administrative officers.

To government must increasingly fall the tesk of
providing educetional facilities, for which the voluntary
agencies and Christian missions were responsible in the
paste No private organisation exists which can assume
responsibility for thefimprovement of agriculture, peasant
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agriculture thet is. Local authorities may be able to
afford the cost of wells and some road construction or
maintenance, but can rarely afford to employ the necessary
skilled personnel. Some money for agriculturel and medi-
cal research may be forthcoming from private sources, but
by definition a poor country cannot rely on learge amounts
from private charity.

Thus, government has no option but to take upon
itself the task of stimulating economic development in
Nigeria. It may of course adopt policies which encourage
or discourage private investment by either indigenous or
foreign entrepreneurs. This requires further considera-
tion. 2ut there can be little doubt thet at the present
stage of development reached by the Nigerian economy,
government ection must predominate, that is if economic
development is to be pursued as & policy objective. The
Government hes declared its policy, "It is the primary aim
of the Government of Nigeria to reise the National Income
rer head and the stenderd of living as quickly as pos=
sible."(1)

During the post war period, the Governments of Nigeria
have spent increasingly large sums of money annuglly and
much of it hes been sunk in the creation of the necessary
services, roads, telccommunicagtions, ports, education and
health which provide an indispenseble framework for other
developments.

The revenues of the Nigerien governments have been
bouyant during the post war period. This is mainly attri-
butable to the growth of exports and increase during the
decade after the wer, in world prices for primery products

r

and the consequent incresasse in imported capitel and

(1) Economic Survey, p. 1.
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Increases in rates of customs

snd excise

duties and in sumptuary taxation have also contributed to

the rapid rise in revenue.

In 1959,

was £6 million.

In 41939, government revenue

total current revenue accruing

to the various governments comprising the Federation was

more than £94 million, an increasc of 600 per cent since

1946, when £15 million was reised.
had been increased by over 50 per cent,

By 49641 this figure

shows total Federal and Regionesl revenue since 41955 :

Government Revenues

The teble below

Yg?gteﬁgigﬁ Federal Hastern Vestern| Northern | Total
1955 62,481 1,086 | 2,020 | 6,216 | 71,803
1956 59,950 2,358 3,811 7,019 135108
1957 70,567 5,280 4,067 6,716 86,630
1958 70,945 6,196 B3FT 6,469 87,087
1959 715316 6,798 54150 6,865 94,129
1960 88,824 55502 14,6L2 5,290 114,258
1961 111,850 6,205 14,448 3,919 (146,422

Source Digest of Statistics Vole. 10 Noe. 4 October 4961

PDs 659510,11+

Note:

Regionel figures include revenues raised

within the Regions and eXxternel grants, for
example, C.Ds & We Grants and I.C.A. grants,
but exclude regionzl shares of Federal

revenues,

The following table shows the amount of Federal Revenue

reallocated to the Regionel governments over the same

period, principally on the basis of derivation:
Year cending Boate; ; N
Breh, Mareh stern Western Northern

1955 8,311 11,698 b,792
1956 6,670 10,570 6,907
199¢ 6,904 11,455 75833
1958 7,084 12,332 7,850
1959 75448 13,499 8,169
1960 9,373 55039 11,348
1961 10,639 6,105 13,742

Source: Digest of Statistics
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Current revenue in 19641 for North, West and East
resnectively was £17.66 million, £10.55 million and
£16,84 million. The comparative wealth of the West and
poverty of the North sre evident. When population
distribution as between the three Regions is taken into
consideration, the Western Nigeria Government is even more
clearly favoured. This has been reflected in the Develop-
ment Plans of the various Regions since Regionalisation
and indicates that the Western Nigeria Government is at
a great advantege in its attempt to attain a rapid rate
of growth. Below are given population distribution,
average per capital national figures and average per
capital government revenue figures for the three Regions:

Population Per Cap. Per Cap.
(a) 000 (b) Nat. Inc. (c) Govt. Rev.
S £

Northern Region 19,877 20 .;3
Western Region 7s119 30 2.9
Eestern Region 8,377 21 2

Source: (a) Digest of Statistics, Vol. 10 No. 4 October
1961, DP. 3
(b) Okigbo, op. cit. Table IX 1, pp. 163-164
(very approximete)
(c) Digest of Statistics op cit. ppe 9-11

By far the leargest part of government revenue is
derived from customs and excise duties. In 1938, revenue
from those sources constituted 48 per cent of total reve-
nue while direct taxes contributed only 411.6 per cent. In
1960 about 67 per cent of Federasl government revenue was
provided by customs end excise duties, while only about
6 per cent of the totsl wes resised by mesns of direct
taxes, Thus, there hass been an increase rather than
decrease in the reliance pleced on these indirect taXes.
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breakdowvn of Federal revenues since 1955 by

source.
Federal Revenues by Source 1955-60
£000
- gurrent RKevenue Capital Mund
ar ending | Totel)Customs| Direct]Deve- | Exter-
4st March & excisel Taxes| lopment! Other|nal Loans | Other
| Grants Grents
1955 62,484 43,960}16,713% 1,519 10,289 - - =
1956 59,9501 Lk, 7531 6,757 1214 8,319 - 2,000 =
1957 70,567; 50,790 6,557 661 {12,559 - 9,300 2L
1958 70,945f 51,695] 6,666 - |M2,584f1,4102 - 10
1959 77+316] 55,918/ 6,679 - Ty 719 803 | 3,751 -
1960 88,824! 63,058 6,291 we 19,475 501 | 6,677 800
1961 111,8501 75,246) 7,712 - 128,892{1,006 {21,055 {2,543
Source: Digest of Statistics

In the introductory chapter,

the dependence of the

Nigerian economy on agriculturcl products was demonstrated.

Export earnings from cash crops finance the bulk of Nigerie's

imports

« The public sector of the economy depends almost

entirely for its finances on dutics whose yield ultimately

depends on world merket prices for cash crops.

The violent

fluctuations tc which government rcvenues based principally

on taxes on exports and imports arc subject is illustrated

by the fellowing tablc showing revenue from export duties
since 1951:

Revenue from Export Duty 1951-60

Groundnuts | Palm | Hides Other
ar i Cocoa | anda Ground-} Fro- and Rubber Prod Total

nut oil ducts i Skins °
511 5,185 865 3,025 U436 894 715 114,120
521 5,714 2,741 4,055 284 529 15236 | 14,559
53| 4,627 2,833 3,6L0 303 362 | 1,014 | 12,779
54 112,492 3,543 3,729 307 271 | 1,251 | 21,293
551 5,124 2,633 3,260} 309 1,016 1,574t 13,916
561 3,761 35314 3,713] 283 1 11l 1,290 | 13,475
571 3,898 2,554 3,339 297 899 1,224 § 12,211
8] 55356 3,059 3,410f 272 668 | 1,7051 14,650
;59 15513 35195 L,350{ 316 % 53101 1,588 | 18,439
50| 5,190 | 2,686 3,804 336 1,856 | 1,621 | 15,493
urce:s Digest of Statistics, DPe. 12 *Provisional




The total revenuc from export dutics has thus varied
from ycar to ycar by from 5 pcer cent to 40 pecr cent
and in 1954 by almost 75 per cent.

In sympathy with the increasinc volumc of imports,
revenue from import duties has more than tripled during
the ten years sinece 1951 and in 1957 the only year when
their yield was less than that of the previous year, the
fall was only £92,000,

Revenue from Import Duties 1951-60 £000

Year TGbacco e .

ending | Manufa-|Cigare- |C otten|Motor | o o | spi- | FFT|QERER) L
3lst tur- }ttes |[goods|Spirit| rits | post orgs

March | ed -

1951 2426 | 824 1723 980 347 671 | 241 7485 | 14697
1952 3319 | 327 2980 11083 301 608 | 278 8285|17121
19863 3110 | 293 3513 | 1374 318 | 1023 | 351 | 10046 {20028
1954 3393 | 214 3882 1494 337 852 | 373 | 11601|22146
19865 3017 | 2566 5115 (1690 354 | 1089 | 404 | 14744126669
1956 3740 | 202 5048 (1996 371 | 1255 | 503 | 1989633011
1957 3798 | 247 5380 1877 350 | 1343 | 504 | 19420]32919
19568 3734 | 324 5986 [214%2 381 | 1215 | 454 | 2088435120
1959 3057 | 333 6180 (3544 376 | 1486 | 468 | 24904 ]40348
1960 3376 | 541 9134 |[4042 392 | 1717 | 545 | 30952|50699

Source: Digest of Statisties, p. 13

However, as polpted out in Chapter I, a large part of
current imports is bein~ filnanced by the balances
accunulated “durins the boom years before 1955, While
in March 1955, the sterling assets in London of the
Nizerian Gove: nment snd semi-official bodies totalled
£180.1 million, by March 1961 thcy stood at £74.2

(1) Should these balances be exhausted snd in

million.
the absence of external loan assistance or growth in the
export sector there could be a2 drastic fall in imports

with consegquent repercussions on revenue from import

(1) The Service October 21, 1961
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duties, Ofcourse there has since the establishment of
the Central Bank in 1958 been a redeployment of some
funds formerly invested throurh London. They are bheing
used for the purchese of Treasury Billsand other Govern—
ment stocks,.

It is fashionable to lament the common reliance
of the rovernments of underdeveloped countries on
customs and excise duties for their finances. As has
been shown, these duties are liable to fluctuate
widely with the vagerics of international trade.
There are, however, zood rcasons why a country with
weak administrative machinery, which is almost invariably
the case in a poor country, should rely on revenues from
such dutises. They are easy to collect. Apart from actual
smuggline or induleing in bribery, thicre is no way by
which their payment can be avoi“ed. The centres of
collection are the ports and other exits and entries
to the country. Costs of colleection are therefores kept
to a minimum. The collection of direct taxes, on the
other hand, entails considerable administrative overheads.
Particularly in & country like Niperie where individual
incomes are generally low and literacy is not widespread,
larce numbers of collectors must be employed iT the tax
is to be on 2 wide base, For instance, in Eastern Nigeria
during the year 1986-57 the cost of collecting £2.4 million
income tax was £210,000 or 1/9 in the pound, 1) whereas
in the United Kincdom thé coct durins 1959/60 was 3%d in
the pound (for 2ll taxes}),

Although there may be wide variations in incomes,
the numbers earning hish incomes are so few that there
can be no hope of raisins & substantial percentage of
total revenue from the upper income earners. Consequently

(1) E.R. of Nireria, Annusl Report, Internal Revenue
Division 1956-57.
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revenue authorities must cast a2 wide net. By taxing

export produce, which is another form of income tax,
Government makes sure that all fermers enjoying income
from the #Hale of casn crops pay tex. Similerly, by
imposing import duties on consumer goods, expenditure
taxes are levied on the principle of ability to pay,
since those people consuming imported goods are eamong the
relatively well off members of the community. The only
danger in the taxation of imported luxury goods by a
country snxious to increase capitel formetion mey be
that as e result capitel formetion is misdirected into
the creation of industries producing subsidised substi-
tutes for the severely taxed foreign commoditicse.

Although it may be many years before a large portion

oYy B s Yo e g 10T B B HAEOTS oh e TR ES et
and ngolt {gxes on Wgscgpgéverﬁmgntvdgéendg. As U K.p
Hicks has remarked, "... the esteblishment of an
effective income tax cen never be an easy task. There is
however this consolation for the netion builder that the
process 1s highly educetional - for the taxpayer, for his
accountant and for the revenue officials = in a way in
which indirect taXes can never be. The country which

can work a successful income tax may rcasonably consider

(1) In a recent

itself on the high road to development."
report, referring to the decision of the Council of
Ministers to gbandon the arrears in respect of small
income taxpayers amountins to a little over a million
pounds, the Pyblic Accounts Committee notes the unsatis-—
factory procedure in regard to small income taxpayers.
Under the law they are required to be ossessed in the same

menner s persons with hizgh incomes, "with the result that

(1) U.K. nlcks, “The Senrch for Rovenue in Underdeveloped
Countries", Revue de¢ science et de legislation
Finencieres, denvier-lMars 4952, D. 38.
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both the collection and assessment prccedures are
extremely costly in relation to the tax collected. The
Chairman of the Zoard of Inland Revenue heas suggested that
a fixed personal rate should be applied in such cases,

that is to all pcrsons with incomes under £300 per annunﬁ(1)

Bfforts to divert capital into productive chennels
by means of taxation cen be nullified if after the
imposition of taxes trade unions or other pressure groups
succeed in obtaining a rise in weges and salaries to cffset
the rise in the cost of living. Funds disbursed on higher
wages will also offset extra revenue collected and the
expense of revenue collection and the costs of any agita-
tion for higher weges will be an additional burden on
the slready burdened economy. On 8th Deceiber, 1960,
the Federal Government announced a wide range of increases
in import and excise duties '"designed to encourage loceal
production and industry and in some cases to damp down
demend for imported zoods in order to protect the country's
overall balance of payments,.,'" In spite of a nationwide
broadcast appesl by the Federal Minister of Finance that
the ncw teaxes should not lead to increased wage demands,
which would only cancel the effect of the revenue measures,
it was reported in the National press a few deys later that
labour leesders would demand & revision of wages and sala-
ries. At the time, it wes felt by some that the financial
position of government, the largest employer of labour,
did not warrent the increase. It is now thought that,
whetever the official reason for the increase in customs
end excise duties, the real purpose wes to pay for the
last round of wage increases., In the event, new wage
increases were not secured., The latest (March 1962)
increas in taxes, intended to assist the Governments'
Six-year Development Plans may not raise any complaints
from organised labour in view of the general sympathy for

(1) Public Accounts Committee, Session 1960/61 Report
Lagos 1960, p. 10. '
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the policy of austerity being pursued.

The Nigerien Governments have financed their
development programmes partly by means of loans, both
internsl and cxternal, thougi: the share of loan finance
in total public spending has been modest. External
Public Debt of the Federation at 27th May, 41960, stood
et £46.75 million in funded loans and £7.35 million
borrowed from the I.B.R.D. for relending to the Nigerian
Railway Corporation (out of a total loan of £10 million),
On October 41st 1960, an Excheguer loan of £3 million and
a Commonwealth Assistance loan of £412 were grantede.

Internal funded loans amounted to £2.655 million
in May 41960 and the success in reising a2 £2 million loan
in 41859 led to a decision to raise a Federal Government
Loan of £10 million in 41964. This, too, was fully
subscribed. A public loan of £ million is currently
being floated., Unfunded internal loans stood at £42.788
million, more than £412 million of which were loans from the
Regional Marketin. Boards. In all, at 27th iiay 1960, total
PapLic DEbt amputited to ©39,50k,352. 1
charge on Federal revenue in respcct of interest repayments

The totsl annual

and sinking fund charges was £2.45 million in 41960-61 or
23 per cent of the estimated total Federal revenue for
the same year.

Government Spending on Development

The first attempts at development planning in
Nigeria were the result of the Colonial Development
and delfare Act of 41940, which was passed with the
primary purpose of promoting the social betterment of
the colonies. The war delayed matters but in 1944, the
heads of departments which would be principally respon=-
sible for the implementation of any dcvelopment

(1) Hendbook of Commerce and Industrics, ppe. 181-182
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progremme were requestcd to submit proposals for schemes
for expanding services basecd upon departmental policies
end the recommendations made by Provincial Development
Committccs which hed becn set up in 41943. On the besis
of those proposals, a rough outline plan for a ten year
period was formulsted. The Development Sceccretary end
the Deputy Director of Public Jorks went to England for
discussions with the Colonial Office.

As a result of these discussions, an approximate
programme of expenditure for the eleven years beginning
in 1945/46 end costing £35 to £40 million was agrecd upon.
The programme was mainly concerned with the development
of urban and rurel water supplies, expeansion of the road
system, improvement of educetion generelly and technical
education in particular, development of elecctricity
services, and expansion of telecommunications - in short,
development cchemes "which are obviously essential as e
preliminery to any form of sociel and economic develop-

(1) By teking steps to ensure

ment of the territory."
that standards of =z gricultursl methods and production
were improved, an attempt was to be made to "ensure that
there is not a gravitation of people to the towns.
Country end villege life must be made sufficiently
attractive and sufficiently remuneretive to kcep the

(2) Alas for good

people in their own districts.™
intentions, the lure of the towns hes proved no less
attractive in Nigeria then in any other developing

countrye.

Certein minimum targets were to be achieved by the
plan, though it weos thought that staff and materials
shortages might result in the programme eventuslly taking
fourteen or fifteen rather than ten years. Most of the
improvements envisaged in this first Ten Year Plan for

R - T R i . S ——

(1) Preliminary Statement on Development Plenning in Nigeria

Sessional Paper No. 6 of 41945, Lazos 1945, De 3.
(2) ope cite pPe L
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Development and Welfere were intended to be distributed
over the country s evenly es possible., It was toc be an
attempt to raise the minimum stendards of health, educa-
tion and welfare, as far as possible, to bring everyone
within reasonable distencc of such amenities as roads
and water supplies so that ell might benefit egually
from the disbursement of C.D. 2nd V. funds and comple=-
mentary Nigerian expenditure. In this respect it was =a
programme of welfare expenditurc rather than of pursuing
the most rapid possible ratc of zrowth, The latter poliey
would have required expenditure to be more concentrated
in key growing points rathcecr than be so widely disseminated.
It may rcasonably be argued howcver that by concentrating
on the provision of minimum scrvices to each grea of the
country on a population basis, government was fulfilling
its proper function of creating the infrastructurce. The
éhoice of the most suitehle locations for concentrated
development would then be left to individuals seeking their
own profit. Or, it can be argucd that it is only after
providing & nationwide fremework of services such as
envisaged inthis plen thet government itself will be eble
to perceive more rcadily the lines on which further deve-

lopment ought to bhe pursued.

The plan c¢ventually published as Scssional Paper

No. 24 of 1945 contained twventy four schemes on which an

estimated £55 million would be spent during 1946-56.
£23 million was to be provided in the form of outright
grents by the U.K. Government while £46 million was to be
financed by loans floated on the London market and £16
million was to come from domcstic revenue. The breakdown
between categories of expenditure is as follows :-



s HE o

Crtegory Amount £ % of Total
Agriculture and snimal husbendry 6,897,395 12.9
Forestry development 918,636 Al
Fisheries development 156,830 0.3
Trensportation and Communications 411,384,240 2.l
Industries and Commerce 1,804,885 B ok
Local Development Schemes 2,000,000 38
Education 7,788,093 14,6
Health 10,438,837 19.6
Town and Village Development 4,392,000 8.2
Social Welfsare 384,000 0.7
Miscellaneous To162:35% 13.4

£53,327,249 100.0

Source: Sessionel Paper No. 24 of 41946.

The eim of this first plan was '"the provision,
exXtension ordevelopment of thcse services which will lead
up to economic betterment, without which any other form
of development end welfare may ultimately be nothing more
than o liability with consequent nationsl bankruptcy."
The bias towards welfare schemes, which because of its
political acceptability still continues, may have been
too heavy. As will be seen, some attempts have been
made in later programmes to redress the balance. But
todey both goverrment and loczl government bodies find
themselves hard put to find funds for recurrent services

such as maintenence of roads and water supplics.

Although the Colonial Development snd Welfare grants
had strings attached to them in the sense that the
Secretary of State for the Colonies hed to approve the
schemes for which they were used snd thet in many instances
Nigerien counterpart funds were elso to be used, they were
a free gift from the United Kingdom Government and they are
unlikely to be ever repested. During the fifteen years
between the end of the Second World Wer and Nigerian
independence a total of sbout £40 million was provided under
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the various Colonial Development and Wielfare Acts. Their
use enabled Nigeria to enjoy @ higher standard of welfare
services than would otherwise heve been possible during

a period when much money wes elso being spent on capital
development schemes. The Government was alsc able to
accumulate large sterling balances which have begun to
run down only in the last six years. These have helped
to stebilise the economy and make 1t attractive to foreign
investors who might have shied away from an economy with
low reserves of Toreign exchange and inebility to finance
much capital development. Although the welfare services
have become a growing commitment on recurrent expenditure,
it is l1likely thet the effects on the health and mental
outlook of the population resulted in & more than
sufficient growth in the 2bility to meet that recurrent
expenditure. 4n unfortunaste result, but one tiast could
hardly have been avoided, is a growing tendency to expect
government to provide everything and general reluctance
to engage in the community development activities which
were so popular some years ago., This is & recent
attitude and not universal. It could also be attributed
to the fact that many of the development schemes now
desired zre of such & nature thet it would be very
difficult to underteke them with veluntasry labcur end
that more people now work for cesh wages, making it less
easy for them to sacrifice & day's work periodically.
However as will be contended shortly, the community
effort can still make a valusble contribution to rapid

economic growth in Nigeria,

The world wide shortege of meteriagls in the post war
period ond Nigeria's inability to attract skilled person-
nel resulted in & lower rate of expenditure on the deve-
lopment programme then plsnned, although this had been
envisaged. Changing needs also led to a revision halfway



- 80 -

through the ten yesr period so that there were in effect

a 1946-51 plan and one for 41951-56., Because of regionali-
sation in 41954, the second plan was curtailed and ended

in 1954=55. Regional and Federal Plans for the period
41955-60 were then drawn up by the various governments.
These were besed to o considereble extent on the World
Bank report of 1954. All except the Western Regional
Governments eventually extended their plans to 1962,

and the East actually published a new plan in 4958 for

the new pericd. In the following pages, I shall discuss
the emphasis placed on different braenches of activity by
the different Governments in the 1955-62 period. It is
understood that there is a considerable change in emphasis
in the forthcoming plans, but these have not yet (early
April 41962) all been epproved by the Regional lecgislatur-L
and are therefore not avaeilaoble in finsl form. Thcre

will be a brief discussion of the possible effects on the
ec...omy of different approaches to the problem of
distribution of capital expendliure and to the selection
of projects. Specisl mention will be mede of roads,
agriculture, teleccommunications and industry.

The case of posts and telegrephs development serves
to provide an example of overzeazlous expansion in one
field without any considerstion of the rate of advance
in other sectors of the economy. At the beginning of
1960, the thrice revised 1955-62 Federal Economic
Programme included approved expenditure of £44.5 million
for Posts and Telegraphs development, just under 10 per
cent of the totel programme which envisages capital
expenditure of £4146.72 million by 1962o(1)

(1) See Nigeria, Handbook of Commcrce and Industry,
Lagos 41960, »e 157,
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Both postal end telephone facilities in Nigeria
leave much to be desired. Off the main routes, letters
mey take several days to cover & hundred miles, and there
are still some administretive centres where there is no
telenhone. Clearly, modern postal end telecommunications
systems eare great esscts to a country endeavouring to
achicve rapid economic growth, but it would appesar that
in Nigeris too much is being spent on the improvement of
these facilities. Whereas in 1950, revenue accruing to
the Posts and Telegraphs Department was only £620,000,
in 1960 it was £3.59 million, 2 more than five-fold

(1) But, over the samc period

increase in ten years.
recurrent expenditure rose from £1.04 million to £5.23
million while capital development expenditure increased
twenty four times from £159,000 to £3,912,000. The
recurrent expenditure just mentioned includes no

provision for depreciation or interest charges.

It is not evident that the subsidising by other
parts of the economy of the colossal difference between
income end expenditure in connection with the Posts and
Telegraephs Department can be justified in terms of the
contribution this development is meking to the general
growth of the cconomy. The number of exchanges has
almost doubled from 72 to 4130; the number of telephone
instruments hes risen from 9,000 to 37,000; the nunber
of trunk calls hes incressed from 70,000 to 3 million;
but the nuwmber of mail articles cerried has only doubled
from 53 million to 412 million. There is a sufficiently
large waiting list for telephones to indicate that many
subscribers would be willing to pay more than the current
ratcs which have not been altered since 1958, despite
large wage and cost incresses since then. The raising of

(1) Nigeria Trade Journal, Scptember 41960, Dpe 31-32




rates, besides increasing revenue would ensure a more

(1)

rational issue of telephones to high priority subscribers.

The table below gives a comparative breakdown between
sectors of government development expenditure in selected
territories in Africa. The proportions mey not be a
completely accurate reflection of the weights given to
different types of development in different countries,
because in some countries other corporations are charged
with capital development in certain sectors. But it
provides a genersl idea of the importance atteched by
the suthorities administering the various governments
to the different sectors:

Government Expenditurec Under Development Plans
Selected Territories

(Per Cent)
; French :
Main X ; % Tanga- .~ Belgian
3 S Ghana Nigeria Kenya Uganda Siaet Terrj-
Jategories 1951=57 1955-60 nyika tories Congo
fotal develop-
ment 100 100 100 100 100 100 100
[ransport and
Communications 34 25 13 14 29 L5 L6
\griculture,
forestry and
fishing 7 9 26 L 19 15 6
tlectricity ond
Water 9 7 16 29 17 b 14
sducation 15 21 10 6 15 in 6
lousing (including
Surveys end Tovwm
Plenning) 6 3 7 12 8 g L
lealth 6 9 L 5 5 5 5
ommerce and
Industry 3 5 1 14 1 3 2
3 21 23 19 6 23 20

fiscellaneous 2

ource: U.A.C., Statistical and Lconomic Review, March, 41958, p. 22

1) It hes rocently Deen announced ihat in 41962-68 the Federal Govern-—

ment will spend £30 million on Telecommunications development to
provide & further 400,000 Telephones, while only £2 million will
be spent on new post officgs. This would appear to be carrying
the above described disty j{om even further for present annual
rentals are not sufficient to pay the interest charges on the
capital, for less repay part of the capital itself.
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The emphasis by the Nigerian governments on transport and
educational services is readily spparent, as slsc is the
comparative neglect of agriculture. That this is in part
due to the great share in agricultural production of the
small peasant producer can be understood, but it can be
contended that this places an even greatcr responsibility
on government for agiriculturel improvements.

Forecasts of the d evelopment effects of different
types of plan tend to be fairly vague guesstimates. Many
development plans have been based on assumed capital
output ratios whicih ere at best informed guesses. So
little is known of the development process, there are so
many non-economic factors to consider, developments in one
sector are so interrelated with those in others, not always
in a predictable manner, that no blueprint guaranteeing
the optimum rete of growth in return for a prescribed
pattern of investment cen be drawn up, especially in
economies with large subsistence scctors. It is, however,
generally accepted that investment in some asctivities is
more productive then investment in others. Investment in
roads, or in improved sagriculturzl methods or in selected
industries brings returns out of all provortion to initial

capital investment.

When capital availeble for cevelopment is limited,
priority should be accorded to investment in t hose pro-
jects which will bring a high rete of return. Recent
improvements in agricultural techniques and in the quality
of sceds have made possible very high returns on initial
investment, properly supervised. Although traditioneal
Nigerian peasant farming may be well edapted to the
requirements of the climete and the soil, the techniques
currently used are inferior to those which are possible.
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Similarly, in associated spheres of ectivity, such as
edible oil extraction, a comparatively smell investment
in improved hydraulic processes can bring rates of return
as high as 25% per annum. It is now proposed to mske e
more detailed exXamination of government investment in
transport fecilities (principally roads) in agriculture
and in industry. Finally, in the¢ following chapter the
role of government in providing credit to private enter-
prise over the pest decade will be considered.

Investment in Trensport Fecilities

The economic importence of well developed communica-
tions is sclf-evident. Without them trade cennot flourish
and enterprise is frustrated. It is of 1little consolation
to know that one has rich timber resources if felled timber
cannot be evacuated or to discover land suited to growing
cocoa if the neerest rosd to world markets is twenty or
even ten miles awey. The exploitation of newly found
sources of wealth hes frequently been held up because
doubt has been cast on its profitability when the cost
of the necesgsary accompanying roed and rail devclopment
is taken into consideration.

In a2 repidly developing economy, it is not only the
need for new road construction which delays possible
development. Existing means of communiceation may not be
capable of bearing up to current demands. Heavy vehicles
for which the roads were never designed end in greater
numbers than were ever anticipated threaten to csuse =a
breakdown of the system, such as it is. Congestion grows
in the ports snd in the urban centres which heve themselves
grown rapidly and, generelly, haphazardly. Severe strain
is put on the fixed carrying cepacity of the reilways and
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goods pile up at the terminals. Potential investors ere
deterred and seek more fevourable fields in which to
employ their capital.

Conditions for the development of communications
are unfavoureble over most of the Africen continent and
consequently they are still very rudimentary. The coast-
line is feirly straight and exposed end there are few
netural harbours. Entrence to those which do exist is
often limited by sand bars at their mouths. Hence one
of the major obstacles to foreign trade is met at the
coast. Passege on the large inland waterways is
restricted by the frequency of rapids and shallows,
The construction of roads and railways is made difficult
and expensive by the topography, vegetation and precipita-
tion. The prevalence of strcams necessitates the building
of numerous bridges and the high run-off, with consequent
rapid erosion, makes maintenance very costlye.

Communications have been typically difficult to
esteblish in Nigeria ond there is a great nced for further
development, both by improvement end extension. Govern-
ments end public alike realise this fact but naturally
governments' executive capacitics sre limited by leck
of capitel. Considcrable controversy exists on the
question of priorities end different kinds of priority,
political end economic, are recognised and advoceted by
different proponents. The standard of the existing road
system is far from setisfactory in view of the tremendous
increese in traffic in the postwar period and all the
funds which are availsble could easily be spent solely on
improving it. Many potentially rich arecas exist which
require roads a8 a prior condition of their development.
Government are being continually pectitioned by politicians,
district councils, and village improvement unions to
provide roads and construct bridges in their orees.
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Of a totel of 37,000 miles of road in Nigeria at
34st Maerch 1958, 5,799 were Trunk 'A' roads. Those are
the responsibility of the Federal Government. The main
charecteristics of thc Trunk 'A' system are two roads
running from south to north, from the ports of Lagos
and Port Hercourt to the northern boundary of Nigeria,
and four east to west roads. A further, uncompleted,
Trunk 'A' rosd network is designed to link up Nigeris
and the Northern and Southern Camcroons. Recent
constitutional changes will affect this-part of the

Programme .

There were in 1958 6,745 miles of Trunk 'B' roads
connecting provincial end divisional headquarters end
other large towns with the Trunk 'A' system, with one
another, and with the ports and resilway terminels, These
roads are meintained meinly by the Regional Governments.
The remeinder are roeds serving local needs, but also
acting as feeders to the trunk rocds. These are con-
structed meinly by local authorities and by means of
community develonment. In the for North especially,
they heve formed & complementary system to the railway
end are used to bring produce to the railhead.

The road network is still in a rudimentery state.
Many arees are more than 30 miles from a motorable roed
and very little of the total ares is within even 1% miles

(1) Goods are transported over most of

of such a rosad,
Nigeria by means of cance, pack animal and headloed.

In fevoured arees, the bicycle is used. Of course, the
mein centres of population are feirly well served by the
existing roads. There arec comperatively close net-works
in both the South east and South west and in the tinfields

of the plateau. But the development of much potentially

(1) Buchanan and Pugh, op. cit., p. 211.



- BT

rich egriculturel land in the vast North-Eest and in

that area of the Eastern Region which lies east of the
Cross River is handicepped severcly by leck of communica-
tions. One timber compeny operating in the high forest

around Obubra at one time gave serious thought to closing

down because of the difficulties of evacuatione.

. Density T 1958
sav miles |uides [Fo7 160 | wien \peneily ver

EAST 29,48y 7,628] 25.8 10,257 34.8

NORTH 284,782 | 47,358 6.4 18,075 64

WEST 45,376 3,046 6e7 7,405 1643
SOUTH i

CAMEROONS! 16,581 711 L3 | A2k 67

LAGOS 27 62 2L0 116 450

TOTAL 373,250 | 28,745 7 36,977 9.9

Source: Derived from I.B.R.D. Renort, p. 490
Economic Survey 41959, p. 123

Digest of Statistics,

Pe 63

The gbove teble gives an idea of how poorly developed

the Nigerien roed system is compered with thet in
advanced economy such as the United Kingdom where
averege density per 100 squere miles is well over

miles.

scarcely 410 miles per 4100 square miles of area.

besides providing en illustretion of
level of roed development, the tahle
considerable
1953 and how uneven
construction in the

annual ratec of less

is the

growth which has

it has been.,

taken place

While new road

astonishing 30%.

an
the
250

In 1958, average Nigeria road density was

However,

the low absolute
also shows how

since

North has progressed at an average
than 1% the rate in the Bast has
been 6% and in the West an
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Of @& total nationel mileage of 28,807 in 4953,
1,631 miles were bituminuously surfaced. By 1958,
4,035 miles or 411% of the total were sealed with bitumen,
Between 41958 and 1960, Eastern Region mileage rose from
10,257 to 14,000 but, wherecas only 668 miles were tarred
in the former ycer, by 1960 1,067 were so surfaced.

The rapid growth in the volume of traffic using the
roads is shown in the table below which includes all
vehicles relicensed ecnd licensed for the first time in

each Region,

Private Vehicles
18t Quarter 1950 1st Quarter 41958

Lagos 2,700 7,440
‘Western Region 1,400 54330
Northern Region 1,500 6,130
Southern Cameroons ___b80

6,900 211,150

Commercial Vehicles

1st Quarter 4950 1st Quarter 1958
Lagos 1,300 3,160
Western Region 2,300 4,370
Northern Region 2,200 6,220
Southern Cameroons 1,500 670
7,300 17,900

Source: Teble 100, Economic Survey of Nigeria, 1959.
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Despite the inadequacy of the existing road system,
the real challenge in communications development lies in
opening up hitherto inaccessible and potentially rich
arecas. Treffic censuses can be used to &termine the
relative importence of roeds alrcady in use but can give
no indication of the potential importance of & completely
new, or vastly improved route. Therefore pre-investment
surveys of an area's agriculturasl end minersl resources
and potential for transit traffic are necessary before
decisions cen be taken gbout new road building. Only in
the past two years have cost benefit studies begun to be
made in connection with road investmen't.(1

In Nigeria a2t the moment the choice of many routes for
addition to the highway network has been left mainly to
the politicians who, neturally, attempt to have the roads
to their own home town tarred. Further they are subject
to constant pressurc from their constituents tc attempt
secure as much development for their constituency as
possible. This may not be so bod as it sounds since the
governing party is always careful to select its Ministers
from all greas of the country in an attempt to conciliate
various groups. However, it is certzin that the prime
consldereation in selecting priorities has not been
economic rationality. For exemple, in the Eastern
Region, the best developed system of roads in the whole
Federation exists 4dn what may be called the central Igbo
system., However, more roads are currently being construc-—
ted or reconstructed in this area then in the peripheral

(1) There hes heen much controversy over the relative impor-
tance which should be attached to road end rail develop-
ment. The Stanford Resegrch Institute study on the
Coordination of Transport Development in Nigeria is to
be published shortly. It is not proposed to discuss
this metter here except to remerk that road systems
are clearly more flexible than reilway networks,




greas where communications are poor and where the agricul-
tural potentielities arc great. This is gquite & natural
development, since it is in the central Igbo area that
past community improvements heve been concentrated and,

in many cases, the roads being reconstructed were
originally built by means of voluntary labour.

From the point of view of long term gains to the
ne tional economy, the present policy of concentretion is
unfortunate., It may be thet those areas with sperse
population and rich forest and sgriculturael resources
can be developed rapidly in accordance with modern
scientific knowledge and methods and can eventually
provide both capital and knowledge for the development
of the other areas where initislly conservatism may
frustrate or at least hinder rapid development. In the
jastern Region, the Obudu~Ikom and Ikom=Obubra-Calabar
roeds, the former under construction by direct lgbour,
the latter being surveyed by a team of consulting
engineers supplied by A.I.D., will eventually produce
economic returns out of a2ll proportion to their capital

cost.(i)

Most of the area on the Eastern side of the Cross
River is high forest area which has hardly begun to be
tapped. The land sround Ikom is one of the few places
in the Bestern Region which hesve been found suitable
for cocoa growing. Rich timber resources have begun
to be worked but their full exploitation swaits the
construction of new roads. Scanty population explains
the lack of political influence, but makes the develop-
ment of oil palm, rubber and cocos plantations using
advanced methods of cultivation comparatively painless
socially, and consequently politically eeasier than in
other areas. Dunlop are at present creating a 20,000 acre

(1) Although the rcads are not being built solely for
economic purposes. They will provide closer sdminis-
trative control over backward areas.
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rubber estate out of virgin forest in the Caleber hinter-
land and part of the induccment they required to invest
there was the guarantee of a good all-weather road by the
time they were ready to begin production. The Ahoada-
Yenegoa road in the area of the Esstern delta of the Niger
is also designed to facilitate the agricultural develop-
ment of this sadly neglected region. The major limiting
factor here is lack of capiteal.

The World Rank Report recommended thet £25 million
should bhe spent on capitel rosad works during the years
1955-60, 1) The annual appropristion for maintenance
would rise from £2.2 million (the level it was running at
in 1953—3& plus 20% for overheads) to £3.4 million in
195960, 2 It is probable that the 20% for overheads
erred on the conservative sice, especially in the earlier
years when more work was being done by the Public Works
Departments themselves and less by contract. It was assumed
that by 1960 there would be about 6,000 miles of Trunk
Roads 'A'

Other estimetes mede by the Bank Mission were thet
there would be &an increesc of 40% per annum in revenue from
import cduties on motor spirit. 3 Owing to increasing
vehicle registrations there would be an increase of U
per annwn in revenue from licenses snd intcrnal revenues.(u)
The Bank underestimated both expenditure on sll forms of
communications and revenues over the period. However the
percentasze spent on communications is roughly the same as

the Rank's recomnendation.

(1) I.BeR¢De;, The Economic Deleopment of VlgCPla, Johns Ho
4955, p, 507. But note that from Table 4 to 5 of appen—
dix C, onc.can derive a figure of £22 million approxi-
meting thc gquotation of £241 million given by the Economic
Survey in the teble sbove,

{2§ I.B.R.D., OQ. Cito, pl 5080

3 I.B.R.D.; OPe Cit., Pe 6”5.
L'— I-B.RaD. OE. Citog po 6’-‘-6.
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" % of Totsl
(£000) : % ege of |2 9T ¢ }
Sector Governments| 2ECOMNEN=In 4 01 Govt. pfpend%turt
Expenditure] 2508 lpyre nai ture] TeCOIMended
= '} (£000) R ToBeRaDs
Roads 37,248 21,000 19.3 16.3
Waterways &

Harbours 11,239 8,275 548 646
Reilways 8,869 3,600 h.6 243
Aviation 1,361 1,386 0.8 1.8

tion 5,454 10,940 248 Bl
Postal Communi-

cations and

Broadcasting 12,590 L5791 B.o 7 3.8
Total | 76,761 59,992 40,0 3945

Lxtracted from Table 14A Appendix to Chapter 141, Economic
Survey of Nizeria 1959.

In the planned expenditure of the governments of the
Federation for 1955-62, it is anticipeted thet cepital
expenditure on roads will gpproach £55 million or almost

£8 million per annum over the seven ycar period.

On the revenue side,

import duties from motor spirit

alone yielded £980,000 in 4951, £1.69 million in 41955 and

over £4 million in 41960.

(1)

Substantial sums heve becen

recovered also from import duties on vehicles; in 1954,
approxXximately £388,000 and an estimated £41,.,05 million

in 1961.

(1) Digest of Statistics, Vol. 410 No. 4, October, 1961, De 13.



Revenues from Taxes of Fuel and Vehicles

_m FEDERAL WESTERN (a) BASTERN NORTHERN
- Import Duty on .

Motor Spirit Actual |[Estimated| Actual|Estimated| Actual {Estimated Actual [Estimated

1958-59| 1960-61 |1958-59| 1960-61 11958-59 | 1960-61 |1958=59 1960-61

{ 12,4001 630,000 [1246027]1,665,000(490964 945,000 | 540594 [1,125,000
AHabowa Duty on
Diesel 0il - 988,000 - 384,000 - 360,000 - 576,000
”HEwOGd Duty on
I'Tehicles 850,000 275,000 250000 275,000 | 2560000 225,000 | 2560000 275,000
'‘Purchase Tax on
Motor Spirit - - - - 205412 160,000 - -
%wcdnsmmm Tax on
iDiesel Oil - - - - 157038 43,000 - -
|
_wmdmbsm Mrom
Licences and Regis—
|tration Fees 249,614 300,000 494598 580,000| 389533 384,000 | 471,716 579,000
maoﬁmw 512,014 | 2,193,000 1990625 2,904,000 1493047 | 2,177,000 1262310| 28,555,000
Lctual Total 1958-59 5 5 £5,257,996
Zstimated Total 1960-61 .. £9,769,000

Source:

1lﬁmm No purchase tax was levied

Rersional and Federal Estimates, 1960-61.
on petrol or diesel oil in 1959-60.

(b) Import duty on vehicles estimated only using £850,700 as approximate revenue
from this source in 1957 and based on growth in wvehicles.

“_’.w..m.

car dealers, commercial vehicle owners, etc.

There is in addition an unknown amount from taxation of insurance companies,
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When this is compered with expenditure on road construc-—
tion it is evident that road development is not proving
a very greet burden to other sectors of the economy. The
Regional governmentis togzether spent less than £4 million
on recurrent expenditure in 41958-59, It would appear
therefore that revenue and expenditure on road transport
Just about breaks even,

Given the importance for economic growth of & well
developed system of communications, it is argusble that
the first chaerge on those revenues eccruing from existing
traffic, import duties on cars, motor fuel, et cetera,
purchase tax on petrol, licencz fees, income tax from
insurance companies whose main business is with car
owners and So on, should be spent on maintaining
existing communicetions properly. The surplus, together
with whatever can be spared from general revenue or
obtained in the form of grents, should be spent on new
capital construction. Government cannot slways determine
how revenue shall be spent by a consideration of the
source, and indeed, if e ach development project were
to depend on e particular source of finance there might
be chaos; but, in a country preoccupied with the problem
of the "take off'", it is imperative that more and not less
funds than are derived from texes on essential services
should be spent on maintaeining and developing those
services., Otherwise, importent thoush rudimentary services
will be financin, welfare services and "unproductive" forms
of government expenditure. In the Eastern Region, it is
well known that far less funds are allocated for normal
road meintenance than are required, while vast sums are
spent on meinteining e poorly designed primary education
system. The importance of caring for expensive capital
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investment once it is in the 'finished' stage is not
realised, but if future highwey development is financed
on deferred payment terms or long term foreign loans,
it would be disastrous if the assets created were allowed

to deteriorete rapidly.(1)

Among other countries, Kenye has recently attempted
to escepe heavy commitment of revenue on capital expendi-
tureon road projects by enterin,. into deferred payment
contracts with lerge engineering and contracting firms.
This simply means thet the firms finance the construction
and are repsid within, say, four yesrs. It would gppear
that such attempts to lighten the burden on recurrent
revenue of cagpital development arc not very realistic.
Most of thc deferred payment agreements provide for
repayment in four or five yeers from completion of the
Jobe. The interest charges which must eventually be met
by the rccipient country and the commission peid to the
contractors for scting as intermediaries must weigh
heavily on an economy which has difficulty in finding
funds for actucl d evelopment.

The only form of loan financing which appears
suiteble for this type of project is long term loans
floeted either ebroad or at home. By the time the loan
approaches meturity, one can expcct, given sensible
initiel investment, thet the return to the economy and
the national purse from the road will heve more than met
the cost of the originel loan. The returns from invest-
ment in communications are not so easily measureble as
those from investment in, say, a cement factory and the
'profits' can not so easily be channelled into repayment
of the initial investment.

(1) & new zovermment might feel very reluctant to repay
a loan made for a project which hes since disappeared.
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Another very important source of 'finance' for new
road construction is the large reserve of underemployed
labour in the rurael arces. In Chapter II, mention was
made of the contribution to village development made by
the village improvement unions. In the pest, especially
perhaps in the Egstern Region, a great deal of voluntary
labour wes used to build rurel amenities, especially
water points &nd roads. In some instences, maternity
homes end town halls were built in thetway. In Awgu,
30 miles from Enugu, there is a cottaxe hospital whose
running costs are now met jointly by the East Regional
Govermment and the Roman Catholiec Mission, but which wes
built by the voluntery lebour of villagers from miles
around under the direction of the then District Officer.
Many miles of roads in Udi Division were built by the
people inspired by Mr. Chaedwick, whose efforts led to
the filming of "Daybreak in Udi". Between 400 and 200
miles of roszd cre still beinz built every yecar in E.
Nigeria by means of voluntary labour.

There is a feeling that comunity development has had
its day, that most of the development schemes now required
demand more sophisticated eguipment then men with hoes
and headpans. But I believe that, especially in those
areas where development is leagging behind the more
advanccd parts of the country, lgbour cen to a considera-
ble extent be substituted for capitsl. In the Niger Delta,
for example, road development is hendi capped by the fact
that costs of construction are more than double those in
drier parts of the country. PFurthermore, it is not
possible to make useful estimates in advance of the
emount of traffic which would use a rocad until the road
is completed because of leck of bridges and annusal
flooding. Thus assessment of priorities between alterna=-
tive roads is made difficult. It was suggested to me by
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the representative of a firm of consulting enginecers
operating in Nigeries thet the first recuirement in
those difficult ereas is to open the road to traffic
all the year round by the checapest possible method. At
2 later stage when the road is already contributing to
the development of the area through which it runs,
construction cen be complcted to teke the proved volume
of traffic,

There is no lack of communities requesting govern-
ment to construct new roads ‘in their arees. It should
therefore be possible for government to make a bargain
with applicants and give help sccerding to the importance
of the project subject to guarantees that land will be
freely given, preliminary clearing will be done locally
once the route has been seclected, compensation for crops
or building;s destroyed will be arronged by the community
and a greater or lesser amount of lebour will be provided
free to work on the schemc. Scarce funds can then be
concentreted on the provision of vital machinery and a
wider programme of work can be undertaken. Of course,
organisetion on such lines would be far from simple,
heving regard to varying population densities, agricul-
tural activities ant topographical features in different
areas, In some instances in the past the Public Works
Department found it difficult to meintein a steble paid
lebour force because of the attractions of secesonal farming
activities, and this led to incressed mechanisation even
where paid lebour was chesper. But in thosc areas where
there would be no likelihood of & roasd for many years
unless assisted by community effort, that effort can be
arranged to fit in with periods of comparetive inactivity
on the farms, especiclly during the months of Junec and
July.
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During surveys of possible trzces, engineers are
frequently surprised by the emount of effort mede by
local pcople to clear the trsce., The mere indication that
government is serious about bringing a road to the arca is
often sufficient to maske the people begin organising
themselves to ¢ssist. In Obubra Division, villagers heave
sought the edvice of the mansger of a timber compeny
working there in connection with building roads to link
up with and extend the country's own roads. Timber
bridges cost about one-gixth of the price of permanent
bridging end can last up to 15 years if built properly.
This is whet the fimber compsnies use tc carry their
logging trucks end these impose a strain far higher
than those likely to be imposed by any other traffic.
It hes been estimeted thet local construction of embank-
ments, which experience has proved can be guickly
constructed by unskilled labour using headpans, end site
cleesrance can save government about YO per cent of the
capitel cost of a project. Thet more attention is not
being given to the sevinys or, better, the expasnsion of
development, which could result from the widespread use
of the community spirit, can be attributed only to
inertia on the pert of the governments. To ensurc thet
the idea caught on and enthusiesm lasted would require
skilful promotion but, if successful, the rate of develop-
ment of the infrastructure of the economy would be

increased enormously.

Investment in Agriculture

Mention hes been made of the comperative neglect of
agriculture by the governments of the Federation. There
are five or six million farmers in Nigerie and if the
income of each of those farmers were to increcase by only
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£10 per annum, national income would rise annually at a
rate far in excess of the current estimsted gross of

L4 per cent per annum. No scheme of industrialisation
could possibly achieve this result in the forseeable
future. Totel investment in processing or menufacturing
industry over the seven years ending 1957-58 by Govern-
ment, the dcvelopment corporations anéd by the major
companies is estimatcd to have been £417.7 million, or
an average of £2.5 million per annum. As pointed out
(1) at a figure of £1,000 per
person employed, capitel investment of £90 million

in the economic survey,

would be required tc provide new industrial employment
for one per cent of Nigeria's male labour force, which,
incidentally, is growing by more then one per cent per
annum., It is not, however, inconceiveble that & vigorous
campaign conducted by government and government egencies
at the farmers' level could produce within an extremely
short space of time considerable increases in farm
productivity and in the incomes of individual farmers.

It is often said that much research must still be
conducted bcefore there can be sny mejor advance in
Nigerian agriculture. But the results of & zgreat deal
of research are st present available to those who know
how to make use of them and I believe that the problem
is one of communication end persuasion. The Federal
Agriculture Rescerch station, the Regional Ministeries
of Agriculture end various specialised ggriculturel
research stations have developed improved methods of
cultivation and new and highly productive strains of
crops., Methods of publicising new crops, new techniques
of cultivation, higher yielding streins, improved
implements end the advanteges of fertilizers must be
found and, with the rapid expension of educetion, sound

(1) Economic Survey of Nigeria, p. 65.
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broadcasting and awakened political consciousness, can
be found quickly.

At & lecture given by en official of the Esstern
Region Ministry of A riculture, a great deal of stress
was laid on the innate conservetism of the Nigerian
farmer. On being asked by the author whether an
example might not be drawn from american experience end
Young Fermers Clubs or Toc H clubs organised through
the schools so that children who are more receptive to
change might see the vealue of new methods and pass them
on to their parents, the reply was given that Nigerien
parents dc not take their children so seriously as do
BEuropean or American perents. They would not, therefore,
consider anything done by the children or told them by
the children to be worth emulating. I refuse to believe
thet when a Nigerien parent is shown by his child how
he can double the yield of yams from his plot, he will
completely ignore the advice. It oppears as another
example of conservetism on the pert of officialdom, a
situation which is probsbly as responsible for a modest
rate of growth as the ignorance of the general population.

After all, parents do not consider the activities of
the young so trifling that they refuse to send them to
school., They send them there in order toc ecquire
learning which mey profit them. A sociologist has noted
the influence of modern methods on treditional society,
"eeoo the keeping of written financial records has proved
so populer that today even traditionel village orgeanisa-
tions will enlist the aid of a literate village-boy to

)

help kecep their finencial acccmrﬁl:s.."('1

Only 2.02 per cent of the governments' planned
capital expenditure in the period 1955-62 is to be spent
on agriculture and if expenditure on forestry and

(1) S. Ottenberg: "Improvement issociations among the
Afikpo Ibo," Africa Vol, XXV No. 1, January, 1955, p. 11
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veterinary services is added, the percentese is still
under 3 per cent. Of course, such capital works &s roads
and weter points contribute to the development of agricul-
ture., But thst so little should be s pent is rather
surprising in view of the contribution agriculture

makes to the economy. "It is anomalous that what is
admittedly the most beckward segment of development in
Nigeria, namely agriculture, should at the same time be
the backbone of the country, both from the standpoint

of finencial resources and essentizls for living. No
Federal CGovernment should be content to let the burden

of the underdeveloped and underprivileged segment of its
population., Active co-operation and effective financial

assistance are essen‘oial.“(1

In zddition to providing about £76 million in the
form of loans and grants to the Development Corporations,
research institutes and governments, the producers of
crops sold through the Marketing RBoards paid over £100
million in taxation bectween 4947/L8 and 1956/5?;(2) vet
in the secven years 41955-62 only an estimated £3.87 million
capitel expenditure on agriculture will have been under-—
(3) Of course, the
Development Corporations heve underteken verious agricul-

taken by the various governments.

turel ventures such as esteblishing coconut plantations,
cattle ranches, rubber and pslm oil plantations. However,
very little of this expenditure hos been of any benefit
wheatsoever to the ordinary farmer,

The Northern Region Government set aside £41.9 million
for sgriculture in its 4955-60 Development Finence Pro-
gramme, i This is agbout 14 per cent of the total

Ashby, Investment in BEducatiocn, p. 102

Economic Survey of Ni<eriz 1959 p. 44

Ibid. p. 126.

Government of Northern Nigeria, Policy for Development
1955=60, Kaduna 4955, DPe. 1.

Fun-
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provision of £79.13 million. But by 34st March, 1959,
out of & total expcnditurec of £21,.,56 million, only £1.14
million or just over 5 per cent hed been spent on
agriculture.(ﬂ) In 1956-57 the West Regionsl Government
spent only £832,000 on recurrent agricultursl services,
compered with £4.985 million on education and £1.282

million on health.(g)

It appecars that the Government of Western Nigeria is
foremost in its sttempts to improve agriculture., It is
currently distributing sbout 10 million seedlings of
high~yielding cocoe varieties per ennum., Annuel
distribution of palm o0il seedlings is arcund the 250,000
devel, Distribution of rubber seedlings of high yielding
clones was only 90,000 in 1958; in 41959 it was 300,000
while in 4960 it was 2% million. Many thousands of farmers
have received instruction in pest control and rubber
tapping. The Western Region Govermment spent £6 447
million, or 6.3 per cent of its total recurrent and
capital expenditure during 1955-60 on Agriculture and

Natural Resources,.

Through the Western Region Development Corporation,
the Government is spending a considereble sum on the
development of plantation and cooperative farming. At
the beginning of 4960, the first of 42 farm settlements
which are the first stage of the Western Region Govern-
ment's co-operastive farming programme, was started with
a lebour force of over 700 selected trainees. Bach
settlement will comprise 50 holdings totellings 4,500
acres which 1t is intended to expend leter to 200 holdings
totalling L,000 to 6,000 acres, The capital expenditure

(4) Government of Northcrn Nigeria, Pro.ress Report on
the Developrient Finance Pro; ramme of the llorthcrn
Region 1955-60 up to 341st March 1959, Kaduna 41959, pe 3
(2) Znnual Report of the estorn negion Government 1957
Sessional Paper No. 2 of 1960, Ibaden, p. 20.
(3) Progress Report on the Devclopment of the Western
Region of Nigerie, 1955-60, S.P. No. 4 of 1959,
Ibadan. p. 10.
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inclusive of cost of land acquisition and compensation

is estimated at £2,260,000 with a further £350,000 after
1954-65. At the same time, five farm institutes providing
a two year training are beinr established, so that, by
December 1962, five hundred fully trained farmers will be
produced annually, the majority of whom will o onto the
settlements as they are expanded.

It is agpparently intended to recover the costs of
development from the farmers eventually, but bearins in
mind results from the Mokwa scheme, one must be rather
sceptical sbout this.(g) Here again the problem of a
high desree of capitalisation crops up. It is just
possible that the £2% million intended for the initial
development of this scheme would have produced greater
results by bein~ used to improve the productivity of
existing farmers. Professor Lewis has made a case for
large scale investment in peasant arsriculture: "No one
would expect to develop plantation agriculture without
putting a great deal of capital into the land, and it is
really extraordinary that while there has been much talk
of developings peasant production, the fact that this
cannot be Jdone without investing much capital seems
almost entirely to have escaped notice. It is a part
of our tradition that while we think nothing of putting
£85 million into a plantation scheme, we shrink with
horror from the thought of putting up £25 million for
peasant farm improvements in Nizeria, thouch it is by
no means clear that the latter would not be more
productive.“(s) In the case of groundnuts, the crop
cited by Professor Lewis, the high world prices for
froundnuts have served in recent years to increase

2) K.D.S. Baldwin, op. cit.
3) W.A. Lewis, "A Policy for Zolonial Agriculture",
in Attitude to Africa, Pengiun 1951, pp. 95-96.

glg Africa Digest Vol. VII No. 5 April 1960, p. 175.
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production enormously. In the first 9 postwar years, the
crop was half as larce again as in pre-war years, while

over the five seasons 1955-59 it was nearly 2% times pre-
war production. The table below shows the average annual

commercial groundnut crop.(l)
000 tons
1935 -
1945-9 320
1950-4 322
1955-8 501

Nevertheless, the ceneral import of his remarks is quite
true., "VYhat is needed .... is the diffusion of improved
techniques ove a wide area, rather than the development,
here end there, of heavily cagitalised undertakings to
produce more export crops."

In the Easte n Rerion, which relies on palm produce,
for most of its income, the comparative lack of growth
in produetion has been a cause for concern for more than
twenty years, at least to observers if not to the authori-
ties. It has been attributed mainly to the fact that most
production is from self-sown palms and very little from
plantations. The attempted solution has been the establish-
ment of more plantations. But some of the Marketine Board's
funds might have been diverted to propaganda designed to
encourage farmers to make use of modern methods of
plantins and harvestine and to distributing far more
seedlinis than are currently beinc sold.

It is understood that the various 1962-68 Development
Plans now beins prepared make greater provision for
agriculture, includins such projects as palm grove

(1) Unitec Africa Company, Statistical and Economic Review
No. 23 3eptember 1959, p. 4.

(2) H. collins, "Economic Problem in British West Africa",
The New West Africa ed. Davidson and Ademsla, Allen
and Unwin 1953 p. 129.
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rehabilitation schemes designed to improve the lot of the
ordinary farmer. But a tendency to invest in highly
capitalised settlement schemes mainly for political
reasons is beins exhibited, and it seems that the
governments either lack advisers with sufficient

strength of character to present the case against

them forcefully, or have little confidence in their
advisers,

Government Participation in Industry

As we have seen, the Nirerian wovernments are
currently experiencine competins demends on their limited
resources for expenditure on capital development and
recurrent services. In particular, expenditure on
educatiocnal services is hirh and mountine and would be
politically impossible to reduce even if it were
economically desirable. As a result, there is a very
small amount of capital available to government for
investment in industry. And yet, apart from the largce
expatriate firms there are hardly any non-governmental
organisations with the resources to envage in the
creation of large scale industrial enterprises. In view
of the commitment of the varicus governments to rapid
industrialisation therefore, it is clearly essential to
consider methods of obtaining the necessary finance for
industrial projects which would prove viable.

When £174,000 worth of shares in Nkalagu Cement
Company were rcleased to members of the public in 1959,
a precedent was established which may be follcowed
frequently in the next few years., If done systematically,
a new method of buildins up the desired industrial complex
will have bcen developed. People who may fear the collapse
of a new private business venture after they have invested |
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their savings will more readily invest in an establish-
ment enterprise once it has proved itself. It might be
thought that, as rovernment undertook to establish =a
project with an uncertain future, onoce rewards began to
accrue, they should of right accrue only to the zovern-
ment which could use the gains for expansion or diversi-
fication. However this would be a2 comparatively slow
process. By sellins off shares in newly established ven=—
tures to the publiec, covernment can raise the large
amounts of capital required for other projects more
quickly and a rapidly revolvins fund for the establish-
ment of new industry can thus be created. However, this
will only work if virtually all new projects are rapidly
successful.,

In a paper on the role of the Federal Government in
promoting industrial development in Niceria, the covern-
ment declared its policy thus, "The relatively small sum
available for direct investment will be used as a
catalyst in startins industrial projects; when sound
plans, managerial and technical skill and most of the
capital for a project are present, the smallest capital
necessary to start the project will be invested for
withdrawal again (preferably by selling shares to
Nigerians) as soon as possible so that the same money
can be used to brins to life another project."(l) All
the governments of the TPederation are stronsly in favour of
the mixed project, that is a partnership between overseas
private and domestic public capital. Whether eventually
most government shares will be sold off to Nigerian
investors as implied in the above policy declaration
remains to be seen. In view of recent buying over of
some existing business by arencies of all three Regional

Governments, it appears unlikely at the moment.

(1) Pederal Government Sessional Paper No. 3 of 1958,
The Role of the Pederal Govt. in Promoting Industrial
Development in Nigeria, p. 12.
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The Chairman of the Western Nirerils Development gor-
poration in an article in the independence edition of the

Corporation's home Manazine(l)

criticised the policy of
releasing shares in proved ventures to the public. He
pecinted out that the case for capitalist gains was based
on the risk factor. But here there would be no risk and
"a specially protected class of indigenous capitalists
would be created." Takine the example of his own Cor-
poration, he claimed that if this policy was adopted,
the funds available to the Corporation would get
progressively smaller as a growino proportion of
investments became tied up in unsuccessful or non-

profit earning ventures.

A rather pessimistic report by the Federation of
British Industries in 1955 was very dubious about joint
ventures with the Nirerian Development Boards. "Private
capital will not be forthcominc from Africans on a
significant scals, and British investors will have to
choose between doins without Nirerian capital and thus
leavins themselves vulnerable to attack by ardent
nationalists or accepting collaboration with the
Production Development Boards in the West and North and
the Eastern Region Development Corporation in the East.
We should regard such arrancements with apprehension,
unless the shares of these government bodies were very
limited. Partnership with the C.D.C. might ease the
situation, though we do not regard this as very
attractive." < In the report of their latest mission
however, the F.B.I. are more optimistic, "In general,
U.K. investors would welcome Nirerian private or

21; Reprinted in the Daily Express, 8th July, 1961.
2) Tederation of British Industries, Report on a2 Visit
to Nigeria and the Gold Coast, 1955 p. 39
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institutional investment in their industriss, becsuse
this would brins with it an interest in fosterinc the
development of the company and the market for its

w(1)

utilising the new 3tock Exchange, once it 1is working

products. The mission was in favour, however, of
properly, in order to pass on to the public the shares
of Corporaticns and enable the capital released to
return to the revolving fund.

The opirion is expressed in this and the next
chapter that the immediate concern of those responsible
for the direction of Nigeria's development effort should
be to seek ways and means of improvine productivity in
agriculture and to provide fundamental service, especially
roads, to the community. The revolvings fund idea to
stimulate industry is a cood one, provided the fund does
revolve and too much urrently recuired capital is not
locked up in industry. TFurthermore, anxiety tc intensify
industrislisation should not lead to government support
beinz lent to any industriel venture. The Western and
Eastern Regional governments have each recently through
their development boards invested about £250,000 in
pepsi=cola factories.(z This is clearly folly and when
the management of the E.N.D.C. attempts to justify the
expenditure by pointinz out that it will give employ-
ment, the claim is ludicrous. Not more than 200 people
will be employed and it is not hard to think of more
useful ways of employine them more cheaply. It should
never be forgotten that the funds the Development Corpora-
tion are using for their schemes werc obtained by taxing
the producers of cash crops., If this were constantly kept
in mind, Corrorations might use the funds more wisely.

(1) Federation of British Industries, Nigeria 81 Indus-
trial Reconnaissance, “ebruary 1961, P. 34.
(2) 411 of them are presently runninc at a loss.
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An example will serve to demonstrate the dangers
of too great an anxiety to industrialise and to support
the argument that, sc far as is possible, industrisl
development should be left to these with experience in
it. In April, 1951, the "lestern Rerpion Production
Development Board voted £50,000 for a pilot fruit canning
factory at Lafia, Ibadan, to be managed jointly by the
Board and by the Department of Commerce and Industries.
According to the RBoard's annual report, "The aim was
twofold; first, to absorb the larce unsalesble surplus
of grapefruit from trees which had been planted with
officiel encourarement in the Ibadan area before the war;
and, secondly, to give farmers confidence in the inten-
tions of the Board before askin~ them to plant orances
and lemons for the much larger factory contemplated." 1)
On page 21 of the same report it was stated that in
December 1951 the Board set aside £300,000 for 2 citrus
Processine factory to be established on the lines
recommended in a 1950 report submitted by Mr. J.W.
Seymour of S. and S. Services Limited, who were,
incidentally, to be the sole managin- agents for ten vearn,
Thus after spendinz £50,000 on a pilot project, and without
Wwaiting for the results of a few years' operation, a full
scale factory was built and put into operation.

The factory has becn a disastrous failure.(z) In
1956, the cumulative loss was £100,000, By 31st March
1960 £320,000 had been lost in addition tc much of the
£300,000 initial investment, and the drain continues.

(1) Western Region Production Development Board, Annual
Report 19561-562, p. 20

(2) This example of lack of foresizht and experience has
been described more fully in A.H. Hanson, Public
Enterprise and Bconomic Development Routtedge, 1959,
pp . 4‘45"'6 .
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All sorts of reascns have been given for the failure of
this scheme, including the surprising statement that it
was never intended to make a profit! In the last Annual
Report availsble, the Board says, "The basic cause of

the factory's financial difficulty is the chronic under-
supply of fruits and this fact, coupled with depressed
world prices for c¢anned fruit products, has led the
manacencnt to oive sericus consideration to the alternative
uses to which the plant and equipment may be put."(l) It
may be noted here that, however depressed world prices for
canned fruit have been, canned fruit from South Africa,
West Indies and Japan has been freely available in
Nigerian shops.

In a publication issued in September 1960, the
Western Regional Government presents the latest
official apology. "The pre-1952 Western Region
Government established this cannery mainly as an
outlet for citrus fruits from rehabilitated cocoa
farms which were destroyed because of "swollen shoot"
disease. It was, initially, therefore, not conceived
as a business proposition, and this has made it to be
operated at a loss over the years. Other contributing
factors to this deficit are the highly seasonal nature
of fruit supplies which has ncver allowed the factory
to operate at full capocity, and the continued low
world price of citrus productse" 2) If the resl reason
for esteblishing & cenning factory was to help impoverished
farmers, why was the pilot project not sufficient? Or why
not begin by subsidising incomes from citrus product; it
would have been far chesper than wasting over half a
million pounds on a white elephant. The "hizghly seasonal

RS e

(1) Annual Report, 1958-59, pe 31

(2) Directoryof Industries &nd Allied Trades in the
Western Region of Nigeris, De 12.
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nature of fruit supnlies" does not appeer to have been
enticipated. Why? One is left with the impression
that the reel r eason for estecblishing this broject wes
the optimistic outlook engendered by the report of Mr.
Seymour, an illustrotion of the neec to eimploy indepen-
dent consultants as well as thosc who are naturclly
inclined to paint a rosy picture of a nroject for
which they heve something to sell. "If to these graove
faults of commercial policy, we add the fact that the
enterprise has been poorly orzanised, end was mansged
for a considerahle period Ly e private agency working
under an agzgreement which geve it 1ittle resl incentive
to echieve efficiency, we hcve before us an glmost
classic example of would-be economic 'development'
practically indistinguishable from economic waste." bk

Just as government should only participsate in
large scele industry after careful consideration of
the need to do so, so it should decide on a firm policy
with regard to the encouragement of rursl industries.
In Eastern Nigerie, sales from Okigwl pottery amounted
to £758 in 1957—58.(2) No costs sasre mentioned, but
a staff of twenty-two was employed. Sales were therefore
Just over £34 per employce. Sales from Mbiafun pottery
brought in £4145 while costs of running were £385; sales
from Ikot Abesi were worth £144 while the costs of
running the pottery were £2441. By 1959-60, the
running costs of the latter had risen to £635 while
revenue was only £238. These costs do not include the
costs of supervision by staff employed by the Ministry
of Commerce. Again, accordin: to the Report, "it hses
long been epparent that small ruresl potteries are not a

E1g A.H. Hanson, Op cite., DPe 446
2) Ministry of Commerce, Enugu, Annual Report Secondary
Industries 1957~58, »p. 2
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comnercial proposition... It is not the policy of the
Department to encourage the establishment of any more

rursl potteries.”(1)

There are extra-ecconomic objectives in continuing
to support these unviable projects. Some of them are
located in backward areas and the government support
constitutes 2 smell subsidy to that srea. It is rather
disturbing that in the Report no indication of future
policy with regard to the existing potteries or of how
the government proposed to maske them self-supporting
was given and it seems unfortunate that =t present
negotiations are going on with & Germen ceramics
menuf acturer for the c¢steblishment of a modern pottery.

It would be wrongy to give the impression that all
the industrial ventures of the various governments have
been follures, far from it. Each Regicnal Government
can boast more than one project which has lived up to

eXpectations.

In the Northern Region, the Government is partici-
bating with expetriate concerns in a large modern textile
mill in Keduna., In the West, government hes interests
in the manufecture of cement, asbestos cement products,
pre-stressed concrete, textiles, plastics and metal
windowse. In the East a large financial interest in
the Nigerian Cement Compeny at Nkalegu is held by both
Federal and Regional governments while the Regional
government has shares in Williams & Williams metel window
factory and other firms mensged by cxXpetriete entverprise,
Indeed, it is notable thet, with few exceptions, those
ventures in which government capitszl has been success-—
fully invested arce being mancged by expetriates from
firms with considcrable experience in their respective
fields and that a large part of the initial capital was

(1) Ibid.
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provided in each case by the menaging pertner so that
there is every inducement to run the enterprise in an

efficient manner.

Although there may be a case for government invest-
ment in e few industries in Nigerie to help them get off
the ground or because government feels thet their
establishment is essential, the idea that government
should neve a shore in any and every new factory which
is built is not to be encourazed. As hes been seen,
such a policy cen lead to the investment of scarce funds
in projects which properly conducted pre-investment
surveys would have indicated were unviable. The present
executive capacity of virtually every Government depesrt-
ment is at present very limited, both physically by lack
of numbers and qualitatively. Consequently purveyors of
machinery, for examplc, do not find it difficult to
persuade either Government officials or politicel leaders
to enter into a "partnership" which eventuslly results
in the foreign partner subscribing his cepitel solely in
the form of equipment. In many instences, the manegement
fee, for this type of person generally undertakes the
management function, is related to turnover and not to
'profit so that, irrespective of the success of the project,
this new type of foreign investor makes a profit.

On reviewing government expenditure in various
fields, it is difficult to escape the conclusion thet
the limited funds which are at the disposal of the
Nigerien governments &are not being utilised to the best
advantage. Although on occasion policy makers admit
publicly that the country is poor, the statement is
usually followed with the contention that it is potentially
rich. Theat before this potential can be rcalised scarce
resources must be carefully husbanded is not, in practice,
understood. mxtravagand allowancecs for Ministers and
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members of the legislative houses are only typical of

the present attitudes to Jjobs in the public service.

It is here, rather than in the peasant sector that we
should look for the examples of conspicuous consumption

so0 much emphasised by writers on underdeveloped countries.
Too much capitel is tied up in car advances, The high
rewards to youg men in various corporations such as the
Broadcasting Corporations seem to be out of touch with
actuzl needs. The introduction of television in a country
where only a few hundred can afford it and only 10 per
cent of population is literate is another example of
values which are grossly distorted.

Much controversy is centred on whether more money
should be spent on secondary educeation snd less on
primery education, or whether too much is being spent on
communications and insufficient on agricutural schemes.,
This controversy is necessary, and indeed there ought to
be far more public debate on these issues then exists,
but we must consider not only where the emphasis of
development expenditure is to lie. The quality of those
schemes which are undertaken is of vitel importance., To
take en extreme example, an item in the decvelopment
programme might be listed as 'public buildings', and of
course the expending civil service which is a concomi-
tant of modernisation, must be properly housed in public
offices, But the public buildings may turn out to be
Ministers' houses to be constructed at £30,000 a time,
or a new governor's lodge to cost £250,000, The amount
voted for a project signifies less than an exemination of
how the execution is to be carried out. Money spent on
an "agricultural improvement programme' may either be
used to finance a scheme for introducing to peasant
farmers the benefits of proved new methods or it mey be
used for the construction of an egricultursl station where
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up to date research work is conducted but where there is
no means of communication bctween the researchers and the
local farmers. Ideally, of course, it should include both.

An € xample of fairly common overexpenditure or misuse
of funds which I have Jjust described is provided by the
history of the Ijebu Ode-=Benin Road preoject. This road is
a new Federal Trunk 'A' Road which will open up a large
part of Western Nigeris while reducing distances to Lagos
from points East of the Niger by over one hundred miles.
Work commenced on & pilot trace as long ego as 1946-47.
Initially, the Public Works Depertment carried out the
work by direct labour, but latcr it was let out to contract.
At the end of 1957, it became clear that work on the project
was not progressing smoothly and that there was something
radically wrong. The Minister of Jorks ordered the
cessation of the work and eppointed a Working Party to
conduct an investigation into the matter. It was discovered
thet work, estimated by the PPublic Works Department in 41953
to cost £870,000 had been only pertially completed by the
end of 4957 at a total cost of £1,255,000. The difference
between those figures wes attributed to lack of proper
planning and a very inadequete survey of the proposed
road, as well as to storm damagse., However the Working
Party also found "that there had been congidereble .:
variation in standards of work, and thet in certain
sections these fell below what might reascnably be
expected, and thet there wcre 2 number of defects in
construction which could heve heen avoided. In all, it
wes estimated thet there was an expenditure of some £257,000
attributeble to these causes, which could heve been
avoided."(Ji

(1) First Report of the Public Accounts Committee, House
of Representatives Session 1960-61, Lagos 1960, p. 5.
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In his statement before the Public Accounts
Committee, the Permecnent Secrctery of the Ministry
of Works and Surveys stated that the inadequate
planning and surveying resulted from political
pressure to commence the work. D¢ gave an assurance
that it would not now be possible for work of this
magnitude to be undertaeken without the most detailed
and careful plesnning being first underteken.

The Public Lccounts Committee, reporting on the
year 41958-59 also cited other, perhaps worse, example s
of unauthorised e xpenditure which ill-befit the Govern-
ment of such @& poor country as Nigeria. A sum of
£2,998,007 was incurred by the Ministry of Finance
without the authority of the Legislature.(ﬁ) The
Report gives details of purchases of buildings at what
the Public Accounts Committee regarded as excessive
prices without seeking the authority of the House of
Reprosentatives.(z) Special Warrants for purchese were
issued by the Ministry of Finance although it is not
clear whet necessitated such haste. The recoimendations
of the Officc Siting Committee with rezgard to the purchase
of those buildings were not accepted and in at least one
instance the Chief Fcderal Lands Officer was not
instructed to maeke & vealuation prior to purchase., These
revelations caused allegations of financial chicanery on
the part of Government Ministers to be made by the
Opposition but the matter eppear to hove been covered
up very quickly. The implications of such practices,
if widespread, for a poor country arc obvious, and it is
to be hoped that in future higher stendards of public
morality will prevail., |

513 THids Ds 24
2 Ibid- ppc 7 - 8-
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Lack of public morality combined with lack of
administrative competence have been mginly responsible
also for the modest results achicved by the Government
sponsored credit institutions, the¢ Develcopment Loans
Boards and their successors whose work is discussed in
the next chapter.
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CHAPTER IV

Government Utilisation of Domestic Capital
II Credit for knterprise

Government began toc teke an interest in the provi-
8ion of credit for various development projects in 41946,
when the Nigeria Loceal Development Board was created.
The Boerd was provided with an allocation from government
loan funds of £1.25 million to be furnished in instalments
of £250,000 over & period of five years. The Bosrd was
empowered to use these funds for making loans to Native
Administrations, as local government authorities were
then called, Co-operative Socicties, end other approved
bodies for prescribed development purposcs. The monies
were to be regarded as a revolving fund. To enable
Legislative Council to exercise control over the Board's
activities, administrative expenses were budgetted for
seperately in the annual Government Estimates.

In its second annuzl report, the Boerd expressed
disappointment at the few applications received for
assistance despite the nublicity given to the purposes
of the Board and the proceedings. Such applications as
had been mede did not come within the Board's compass.
Facilities were therefore extended to include companies
registered in Nigeria and persons working in partnership.
By the end of 41948 the Board had received £750,000 from
the Government and had committed approximetely £300,000.
On 31st March, 41949, the Board was wound up and separate
boards were established in the Colony arca and in the
three regions as joint successors.

Considering the limited funds at their disposeal, the
Regional Development Boards were given broad cunctions,
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For example, the enebling law of the Eastern Regional
Development Board made provision for the assistance of
"eny person or body of persons cngaged in schemes of public
works, or the industrial development of Nigerian products,
or in developing villege crafts end industries; the Board
cen also assist in schemes of land settlement and sgricul-
turel and forestry development and can give aid to any
Nigerian product." Priority was to be given to projects
which would improve the supply of foodstuffs and to
applications for assistance from people desirous of
improving facilities for transport maintensnce. All

the enabling laws were similerly worded.

So far as the activities of the Development Boards
are concerned, the period 41949 to 1960 falls into two
distinct perts divided at 1955 when there were changes
of both names and functions, as a result of the World Bank
Report. From the following account of the history, how-
ever, it will be seen that the problems encountered by
the first loans boards continued to be encountered by
the development end finance corporetions which succeeded
them, and even today great difficulty is being experienced
in administering these government sponsored credit insti-

tutions successfully.

By April 1955, the Esstern Regional Development
Board had advenced loans varying in emount from a few
hundred pounds tc several thousands esnd totelling almost
£380,000, Loans were made for a variety of purposes,
such as the purchase of casseva graters, rice and corn
mills, the manufacture of soap, the purchase of pioneer
0il mills, for lime manufacture and for show repeir,

The bulk of the moncy wes however lent for community
development purposgs (£244,000) and for agriculture
(£55,000). Most of the money for community development
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wes lent to the Calaber-Memfe Road Area Planning Autho-
rity which was engazed in the establishment of a settle-
ment. The Scheme, named the Bamenda-Cslabar-Cross River
Scheme, later feiled badly like most settlement schemes
in Nigeria end the palm plantations which had been
begun were teken over by thce Hastern Region Development
Corporetion. #any of the socalled agriculturel loans
were used for purposes very different from what the
Board intended, and most of the £24,000 which had been
advanced for river transport was glso wasted when the
launches which were bought on higher purchase from the
E.R.P.D.B. Boatyard proved defective or broke down
through bsd handling.,

In the 1953-54 Annual Report, the view was
recorded thet attention tended to be drawn to a monority
of probable failures rathecr then to the "far larger
numbcr of businesses which by the promptitude of the
repayments appear to be running successfully." It wes
thought thet failures were due, not to the inherent
weaknesses of the schemes themselves but to '"a lack of
supervision by the owners of the business, the employment
of unguealified menesgers, the dissipation of the loan on
purposes entirely foreign to the Dusiness, and in
pertnership disagreements left unresulved" - in fect to
all the different causes of business fellure. However,
the defsult ratio on loens by LE.R.D.B3. and its successor
fully justified the views of the pessimistics end it is
very difficult to find one example of a successful
business which was assisted by the E.R.D.B. in its infancy.

During the six yeers of its existence, the Western
Regionel Development (Loans) Board granted loans to
individuels, partnerships, limited liesbility compaenies,

local government bodies and co-operative societies for
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many projects, including corn-milling, cassava graters,
rice mills, piggeries, tyre-retresding, motor parks, buses,
and rubber crepeing and spraying equipment and a scheme
for making available loans for cocoa cultivation and
Occasional foodcrops was begun. Thus a rather wider
variety of project was assisted by the W.R.D.B. than

by the E.R.D.B. By 31st December 19565, the W.R.D.B.

had made loans totalling more than £626,000 for 98 projects.
Loans ranged in size from £30 to £70,000 and were to be
repaid over periods varying from two to twenty years at
rates of interest varying from 3% ton 5%.

Loans granted by the Northern Region Development
Board ranged in size from £30 to £70,000 and were advan-
ced for such diverse purposes as the purchase of hand
looms and of buses, the establishment of a sugar crushing
business, dairy scheme and, largest of all, a fish farm.
Loans were to be repaid over periods varying from two to
twenty years at rates of 'interest varying from 3% to 5%.
The sums involved were much larger on average than those
loaned by the other development boards. By 31lst December
1955, the Board had lent for 98 projects sums of money
totalling £526,689. However 10 - of these loans accounted
for £350,600 or 66% of the total advanced while the
remainder averaged £2,000,

The Colony Development Board was established to
undertake the functions of the former Nigeria Local
Development Board in the Colony area. The assets of
the former Roard had been divided among the Northern,
Eastern and Western Regions in the ratio of 40:30:30.
Therefore special provision was made for a separate
grant of £50,000 to the Colony Development Board.

(1) Seventh Report 1955.
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Interests in old loans totalled £33,920 and obligations

of further loans for £36,850 wefe met, Hence, the Colony
Board started with £13,150, Since the government gave no
further grant and since no previous aid had been given to
rural areas, the Board refused to consider any further
request fron Lagos itself. The 0il Palm Produce Marketing
Board granted the Roard £285,000 which was set aside for
grants.

The 1951 Report of the Board noted with regret that
more than half the applications received for loans were
in respect of projects which had no real productive aspect
at all, most being for the provision of wvarious kinds of
service to the public or for the manufacture Of finished
goods from imported commodities. It is questionable
whether the latter should be criticised since finishing
goods enables the working up process to be done in the
country, providing work for local people and making a
beginning in introducing the industrial skills, although
the value added may be very little. The report goes on
to say that of those projects which couléd be said to
involve actual production, regrettably few involved
the real development of the agricultural sources of the
area., "liost of such applications came in fact from
already insolvent farmers who apparently viewed the
Board purely and simply as a charitable organisation;
thus the most frequent plea was that a loan should be
granted for the sole reason thet the applicant was able
to produce an incontestable record of steady failure for
a number of years - a plea hardly calculated to fill any
would-be 1lender with confidence." Further, people in a
position to make full use of more normal financial sources
were attracted by the lower interest rates and better
repaymgnt terms of the Board. The Board came to the
conclusion that not lack of capital but lack of knowledge
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The experience of the Colony Development Board
serves to illustrate problems which all the development
boards came up against in varying degrees and which they
and their successors have continued to meet in the past
decade. Debtors who disappeared; loans spent on building
family dwelling house instead of improving a domestic
industry; poultry farms whose sole stock consisted of
a duck and two hens. Those things are to be expected
and can only be guarded against by more exacting
scrutiny of applications and more effective supervision
of the projects for which loans have been granted. The
reports of the E.R.D.B. in particular carry the admis-
sion that due to lack of staff it was unable to arrange
to visit many of the projects for which monies had been
loaned. People may be more circumspect in the manner in
which they utilise a loan if they know that periodically
they will be held to strict accountability for funds
expended. Referring to the Industrial Development
Corporation in the Gold Coast in his "Report on Indus-
trialisation and the Gold Coast," Professor Lewis says,
"Its relations with debtors should be those of the family
doctor rather than the policeman. All the same, most
people dislike being given good advice, even by the
family doctor. If the debtor finds the relationship
onerous this may spur him to pay off the debt all the
sooner."

The World RBank made some recommendations regarding
future organisation and policy of the Iievelopment Boards.
The Bank Mission's criticism was that they had too broad
a field of action and it recommended that they concentrate
their efforts entirely on the provision of credit for

private businass.(l) Public bodies should finance public

(1) p. 92.
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works from tax revenues and from local development funds.
This would apply to all those who sought loan finance
for community development. The Report took note of

the high default ratio on loans to industrial and
agricultural enterprise. Milany of the mistakes stem
from a laudable desire to get a flow of loans to

n(1) It was recommended that the
loans boards shculd be incorporated as loans depart-

Africans under way.

ments into new development corporations whieh would
succeed the Regional Production Develépment Boards.
They should have no authority to meke grants and they
should lend only to private enterprise, especially
co-operatives and other forms of business association.
They "should supplement and not compete with other
sources of credit and therefore should not make loans
which commercial banks or other lenders are willing to

handle on reasonable terms."(z)

The feeling that people who had good credit in the
commercial banks and who would have been akle to obtain
bank assistance for their projects, were attracted to
the Development Boards because of lower interest rates
and better repayment terms has heen mentioned above and
the Bank mission reiterated it. It is natural to seek
credit on the best terms availsble and it is really
difficult to see what can be done about it. The Loans
Boards and their successors have been inundated with
requests for loans for doubtful schemes and have been
glad when feasible projects offered themselves. It
would be difficult to turn a prospective client away
by telling him in effect that his scheme was so
promising that he could obtain a loan from the bank
although at higher interest rates, and I suspect that
this has never happened. 1In fact the lission realised

Elg Py 93.
2) p. 93.
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this difficulty implicitly by also recommending that
interest rates, which had varied from 2% to 57 per annum,
should be in the region of 7% to bring them more into line
with the rates charged by the commercial banks.

The Mission recommended(i) that in no instance should
a loan be refused merely because the project would compete
with one operated directly by the development corporation,
for this would defeat the main objeetive of the corpora=-
tion, that is to assist Nigerian entrepreneurs.

The loans boards had in the psst met no more than
three or four times annually, and, as the¢ Bank pointed

out, the Eastern Board actually met only once in 1951=52.

’
There are many instances of considerable delay in consider-
ing loan applications. The lMission felt that action on
applications should be taken by three or four-menber
committees, meeting possibly every fortnight and that
applicants ought to be cealt with in person, as in

normal banking practice, rsther than by correspondence

alone.

More expenditure by the new development corporations
on the evaluation of loan proposals and the supervision
of assisted projects would, it was thought, be warranted
by both the reduction in the number of the defaults and
more intangibly, but more important, by the resultant
development of the entrepreneurial class. Rorrowers
prepared to provide a substantisl proportion of capital
from their own resources should be favoured, since this
would ensure continued interest on their part and would
be at least as valuable an insurance against defaults as
security or guarantees. This policy might also encourage
prospective entrepreneurs to form partnerships and
co-operatives with a view to pooling their resources.

(1) p. 182,



- 126 =~

As a result of the Miseion's rogommendetionn , the
Eastern and Northern Region Development Corporations were
formed to take over the assets and liabilities of the
former Regional Production Development Boards and Develop-
ment Boards. The reorganisation of the loans department
has been most extensive in the Vestern Region where a
separate corporation, reconstituted as the Western Region
Finance Corporation, was retained and concentrated its
efforts on the provision of credit for private business.
Its capital was £2.25 million and it was required to pay
interest to the government on this sum. Loans were to be
confined to "those able and willing to put some of their
own money into the business and who possess personal
experience of the field in which they wish to engage
or can guarantece the securing of the necessary technical
or managerial Staff.”(i) Powers were extended to enable
the Corporation to take up shares in and participate in
the control of any enterprise but not to establish cny

on its own initiative.

The old Western Regional Development (Loans) Board
had towards the end of its existence created forty-two
local Committees scattered over all the divisions of the
Region. Through these Committees, loans were made available
to small farmers for cultivation of cocoa and seasonal
focderops and cocoa spraying equipment loans were experi-
mented with., After the estakblishment of the Co-operative
Bank in 1956 no loans were to be made by the W,R.D.B and
its successor to co-operative societies and the Ministry
of Local Government just prior to the creation of the
Finance Corporation assumed responsibility for loans to
Local Government Councils. The Finance Corporation was
thus enabled to "confine its attention exclusively to

(1) The Beconomic Programme of Western Region 1955-60
S.P, No. 4 of 1955.
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loans for agricultural, commercisl and industrial enter-
prises by partnerships, individucls or companies and thus
became the sole vehicle for stimule ting privete enterprise

(1)

with loan assistance" — sole public vehicle that is.

The Finance Corporwtlon dispensed with the 42 commit-
tees used by its prcdecessor and split the W. Region into
209 Locel Board Areas besed leargely on Local Government
Council arees. Members with local knowledge and resident
in each Area were gppointed after consultation with the
local govermment euthorities and local farming interests
and these Boards with the assistaonce of en increcased field
staff were made responsible for the administration of
agricultural loans to peasant farmers. These loans fall
mainly into threc¢ cotegoriecs, loans for seasonal foodcrops
end inland fishing, loans for cocoa cultivation and loans
for spraying equipment enabling farmcrs to buy the pump
and chemicals to combat the various virus and cegpsiA
discases of cocoa. The Loans Boerds can consider loans
for other economic crops, such as rubber, kola-nuts, oil
pelms, citrus and coffec once thc Corporation has been
satisfied that suiteble seclings arc availseble through
the Agriculturecl Department. Major agriculturel loans
continued to be administered by the Corporation Headquarters.
The small egriculturcl loans adveanced through the Loca
Loans Boards werc by their nature intended to essisv
peasant farmers who could rarely supply tengible security.
The main sccurity required was the ability of the farmer
to cultivate as guerantced by two other non-borrowing
citizens, Tor major loans, borrowers are required to
mortzage their farmlaond,

Like its predecessor, the Finence Corporation gives
loans for woodworking factories, lesther work esnd shoe-

(1) Fifth Annual Report and Accounts of the Western Regic
Finance - Corporation 1959=60, D. 5




- 128 =~

meking, sawmills, food processing mechinery such as corn
and rice mills, pepper grinders, ceassava graters and nut
crackers and stockfish dressers. The smaller loens are
investigated intcrnally by the Headquarters and field staff
of the Corporation itself while the technical investiga-
tion of the feasibility of industrial applications is
undertaken by the Industries Division of the Ministry of
Traede end Industry end similar investigations in relation
to ma jor agriculturel loans, including the forestry and
mechinery aspects of sawmill epplications, are undertaken
by the Ministry of Agriculturael and Netural Resources.

The recommendation of the World Bank that interest
charges on loans should be raised was adopted. The interesy
rate on industrial loans is generally 8% but where the loan
is "rather large or the enterprise appeears to heve o pioneer
aspect, the charge is reduccd to 7%. Loans for cocoe culti-
vation are made at 10% interest, while other loans admirfe-
tered by the Local Loans Doards bear interest chers« o .

20% because of the comperatively high administrative cost
of management and collection. At first the high rates of
interest charged by the Corporstion occasioned a lot of
complainte But it is felt that the high retes in them-
selves result in fewcr frivolous spplications being made.
The charging of fees for the issue of application forms
also ensures that the would-be borrower thinks twice before
applying. The loen funds of the predecessors of the Finenc:
Corporation were provided by a free grent and consequently
loans could be made for as low as 2%, But the Corporation
_tself now peys 5% for loans from the West Rezional Govern-
ment and borrowers must pay retes which cen support the
Government interest charge and the administrative expenses

of the Corworation.

Despite the expanded oedministrition, the recovery of
loans has not »ocn catisfoctory. "The bonk fisurs oo
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debtors on Corporation loans in judgment debtors as well
as on Local Loand Boards loans becomes increasingly
alarming end whilst it would not be edvisable to call a
halt, a lot of attention has to be given to recovery of
ocutstanding debts.(1) The FPinesnce Corporation wes, how-
ever, in & position to give losns totalling £652,000 to
32,000 borrowers in 1959-60. £489,000 was for agricul-
tural loans issued through the Locel Loans Bocrds while
£163,000 was for industrial pro jects issued dircct by the
Corporation. About £914,000 of losn funds were recovered
in the five ycars 1955 to 1960. Approximately £1.7 million
was made available in loans funds for all kinds of project
during this period.

In 1959-60 the Finance Corporation initiated an
intensive drive for loan recovery in the ares of Local
Loans Boeards. Local Government Councils, Presidents of
Local Customary Courts, past menbers of Local Bocrds, were
all askcd to cooperate. Headquerters rcpresentatives
attended Local Boerd meetings to emphasise the importance

of loan recovery.

Some of the difficulties experienced by the early
Regional Development Boerds continued to be met. In some
instances loan defaulters were aglleged to heve migreted
to other parts of the Region. In other cases, 32ozrd
members had either collected loan repayments without
accounting to field staff or had obtesined loens through
fictitious persons, or hed been bribed by defeulterse.

Some Board members heve been imprisoned for embezzling
loan repayments collected by them. Some Customeary Courts,
out of sympethy for defaulters, or where the judge himself
was e past member of the Local Board, were alleged to have
protracted court hearings or proved unco-operative in
other ways.

(1) Ibid. p. 6.
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The advantages of heving en organisation with many
other branches staffed by people who are familier with
the area must bhe weighed egainst the disadventages of
such familiarity being used for unscrupulous purposes.
The recoveries mede by We.R.F.Ce annueally are at least
sufficient to cnable a2 substantiel number of new loans
to be made overy year whereas in Esstern Nigeria virtually
no small loans have been made by the BE,N.,D,C. and those
which have been awarded would appear to heve been made
for political reasons. The Bank liission's Report secms
to have had little effect as yet on the E.N.D,C. Board,
although, as will be seen, the staff of the Cornoration
are aware of the problems. During 1956-57, only one Loans
Committee meeting was held., During this meeting, loens
totalling £55,530 were awarded to 45 persons. Loans
outstanding at 31st March, 41959, amounted to £41.5 million
which included loens inherited from the formeér E«R<.PeDaB.,
for example the special loan of £428,000 to Onitsha Urban
District Council for the reconstruction of the merket, and
£550,000 to Statutory Corporstions. During 1957-58 only
one new loan of £30,000 to Onitsha U.D.C. for the market,
was spproved while in 41958-59 and 41959-60 no new loans
were gpproveds.

The 4959-60C Annual Report stated that "there was a
comprehensive review of past policy with the object of
applying the lessons learned from experience." The first
of & series of confcrences of Loans Officecrs in Nigeria
was held in Lagos in Janusry, 1960, under the asuspices
of the Federal Loans BRoard,

At 31st March, 1960, there wes £1.54 million of
cutstending loans, but only £.55 million other than loans
to Statutory Corporations and Onitsha U.D.Ce At 31.3.61,
total loans outstanding were £2.,328 million out of which
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more than £206,000 was overdue. Only about one sixth of
the outstanding loans were for agriculturel or industrial
purposes. £1.876 million appears in the 41960-64 accounts
under the title "Community Development" but £800,000 of
this eamount is a logcn to a firm callcd African Real Estate

which is engeged in leond speculotion ond whose Chairman

is also Chairman of the E.N,D.Ce At 31.3.59, gbout £59,000
was overdue in principel snd interest on & loen of £420,000
originally grented in 1953 to N.E.il.C.0., a compeny whose
four directors were all prominent figures in Nigeriean
politics and business. Dr. Azikiwe, the present Governor-
General was onc; Sir L.P. Ojukwu, who only in 41960 gave up
the Ghairmanship of B.N.D.C. was another,

The Loans to Persons 8cheme of the Northern Region
Development Corporation had by 31st March, 4959, grented
loens totalling almost £490,000 to 2,578 borrowers.
Interest rates have been held down and vary from 3% to 5%
per annum while repayment is spread over three to five
years. From the point of view of repayment, the N.R.D.C.
has proved by f er the most successful of &ll the Corpora-
tions. In only 47 cases has there been disappointment
and, even here, in most cases part of the original loan

has been repeaid by guerantors.

The success may reflect the structure of the Corpora-
tion's Loans Department. The thirteen Provincial Loans
Boards receive applications through Netive Authorities
(local government councils) end after considering them
they submit their recommendations to the Corvoration Loans
Committee, which sit at least four times annually tc allocate
loans. The Minister in charge of Corporation Affeirs gives
finel approval to all loans before they are offcecred to
successful applicants. This procedure may bhe placing
considerable administrative burden on different bodies,
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limit the amount of credit which can be extended at any
one time end the I.B.R.D. in its Report felt that the
requirement of the sanctions of the ilinister was an
unnecessarily burecaucratic measure.,.

It will be noted that the Northern Regional Develop-
ment Corporation has provided much less credit than its
counterparts in the other Regions. On the other hand, by
their own admission much of the credit given by these
other Corporations hés been misused, It is possible,
therefore, to argue that the Loans Division of the N.R.D.C.
has fulfilled its purpcse more successfully than the others.

It is clear from a study of the loans mede (by all the
Development Corporations) during the period since the
inception of the Local Development Bocrd that the majority
were given for ill-conceived projects. In many cascs, the
applicants had no intention of using the loans for the
stated purposes. Some, who genuinely desired to establish
new ventures, attempted to do so without any ideg of the
potential demand for thecir products, the zctual investment
required for their projects and the rate of return te be
expected on their capitel. The loens have assisted many
people to acquire veluable reel property but have not
achieved the original objective, the improvement of
agriculture end diversification of rural industry. The
reason for this failure is lack of supcrvision by the staff
cf the Development Corporations. If the task of providing
rural credit is teken seriously, then it is not sufficient
to merely grant loans to epplicants without ensuring that
a stringent check is kept on the utilisction of the loans
and the success of the assisted projects. If this is not
done, there cen be no economic justificetion for withholding
a portion of the farmecrs' income on the grounds thet Govern-
ment is better placed to invest the money wiscly. From the
composition of the Boards, it is clear thet political
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considerations werc peremount in the e ppointment of
members ond in such & state of affairs the hends of even
the most senior executives egre tied. Stricter supervi-
sion by an expanded staff is the only way to improve the
productivity of loans mede by both Eastern and Western
loens divisions. In ell Regions, there should be &
beriod of grece to zllow the project to be properly
established. The practice of charging 2/- to 10/6 for
all application forms is a useful means of singling out
the fairly feesible project. This is already being done
by the W.R.F.Ce A processin. feec (W.R.,F.C. charges £2,40/-
or %% whichever is the greater) should also be introduced
by all the Corporstions, to defray at least part of the
cost of initisgl investi-ations.

Loans should be granted in instalments; for exeample,
the initial portion of an agriculturel lecen could be
limited to the cost of the tools required and the cost
of developing thet amount of land wihich could be deve-
loped in the first year. Subsequent instalments would
be advanced only on the basis of satisfactory progress

reportse.

In en effort to check the misepplication of funds, thet
portion of & loen intended for the purchase of mechinery
should be paid direct to the supplicr of the machinery
while, for necessery buildings sufficient money should
only be advanced to fscilitate the completion <of one
stage of the building at & time. The borrower should
not be permitted to put up buildings when there are
suitable buildings available for rent., This might limit
the tendency to sink the greater pert of & loan in a
magnificient edifice, caring nought for the other items
which are required to set up thc industry properly.
However in meny cases the sveailable buildings may not
prove suiteble or the rent may be excessive.
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It is interesting to note thst the terms of some of
the former sggricultural loans resulted in farmers resorting
to the very money lenders whom it was intended should be
put out of business by the ectivities of the Corporetion.
A loan which required repsyment of cepital with interest
in three yecars would have to produce & nct profit of
almost LO% per snnum, or 207 if the fermer put up half
the capital. During the period when the project is getting
under way, interest only should be charged. The farmer will
be able to meet this from the sale of mecterials won from

clearing, and covercrops.

In 1956, the Colony Loans Board was succeeded by the
Federel Loans Bocrd, The Board was empowered to meke loans
for projects désigned to further industrial development in
Nigeriae. In the 1955-60 Economic Prozramme of the Pcderal
Government there is provision for £500,000 for the issue
of loans to be administered by the Federal Loans Board,

The vetting of epplications is conducted at a very high
level., The epprovel of the Federal Minister of Comnerce
and Industry is required for emy loan in excess of £5,000
and of the Federal Council of Ministers for loans exceeding
£30,000. The maximum loan is £50,00C. Loans between
£10,000 and £50,000 may be made anywhere in the Fcderation
while sums less than £10,000 can be given to borrowers

in the Federel territory of Lagos or within ten miles

of its boundaries. Up to the end of Merch 41960 almost
£185,000 had been issued to thirty-one applicants. The
Board's capital is in the region of £450,000 which is a
comparatively smell sum, but since 2l1ll the credit institu-
tions are as yet in an experimentel stage it is wise to
curtail the amount of capitsl initially available.
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The other publicly sponscored credit institution is the
Revolving Loens Fund. This was esteblished in 1959

to assist in the estceblishment, expension or modernisa-
tion of industrial enterprises of & productive character
within the Federation. The capital of £200,000 used

to esteblish this Fund wes provided to the Nigerian
Government from funds provided under the Iiconomic
Cooperation Lct of 41948 to promote productivity in
industry within the U.K.

Normally loans from the Fund sre within £10,000
to £50,000, The recipient, preferebly a limited
liability compeny partly owned by Nigerian interests,
is required to enter into an agreement with the Federal
Government to apply the loan for the purpose for which
it was granted. Repayments may be made by means of
equated annual instalments over o period not exceeding
ten years. Interest charges are at current commercial
bank rates. Applications are considered by an advisory
committee appointed by the Federal Ministry of Commerce
and Industry, composed a Chairman, non officiel Regional
menbers and two officials of the Fecderal Government.
I have been ungble to obtain information on sctual
loans made by this Fund.
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CIAPTER V

THE ROLE OF FOREIGN CAPITAL

(i) Privete Investment

Historically, c¢xpatriecte commerciel enterprise in
Nigeria was interested only in traeding, first in slaves
and ivory, later, in the 19th century, mainly in pelm
oil.(ﬂ) In the 20th century, with the advent of the
British Administration end the increase in Christian
missionery activity, trading sctivities spread inwards
from the coagt and became grestly diversified. Until
the produce buying was conducted by the (mainly British)
expatriate companies, using Nigerians as middlemen. Even
now much of the palm produce and groundnut buying and some
of the cocoa buying continues to be done on behalf of the
Regionel Marketing RBoards by expetriate firms, principally
the United Africa Company. Similerly, the retailing of
imported goods was done by expatriste enterprise, although
scme Nigerians acted as factors.(z Beforec the Second
World War there was scarcely any processing of exports,
let alone manufacturing enterprise. It is only recently
that the foreign firms and indeed, eny firms have ventured
into other fields of eccnomic enterprise., This is the
result of several factors. The attitude of Nigeriens to
the land was respected by the 2British Administration and
the first Lord Lever's dreams of & Nigerian agriculturel

(1) Detailed accounts of this pericd may be found in U.K.
Hancock, Survey of British Commonwealth ATfe2irs, Relel.As
Oxford 1942, Vol. II Part 2, ppe 154-298, and in
K.O., Dike, Trade and Pglitics in Niger Delta 4830-1885,
Oxfor, Clarendon Press 1956,

(2) Sec P.T. Bauer, West African Tradc, Carbridge 1954,
for & fuller description.
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empire were effectively dampened by the then Governor,
Sir Hugh Clifford in 1924. - As a result, there was
little scope for the investment in plantations so
characteristic of foreign enterprise in tropical
countries. A comparatively small acreage was under
plantation cultivation prior to the War.

Since the War, however, several oil palm and rubber
plantations have been established by expatriate enterprise
because of the more favourable attitude adopted by Nigerians
themselves and of the willingness of Government to assist
in the negotiation of leases. In an address to the
FPederation of British Industries ifission in January
1961, the Federal Minister of Trade said "we welcome

2)

foreign investment in plantations, palm and rubber, has

plantation investment from reputable companies.” So far,
been purely British, but the American Booker Brothers,
McCannell and Company is currently finalising arrange-
ments for participation ~ with the Nothern and Federal
Governments in a £3.75 nillion project for commercial
sugar cane growing and milling in Northern Nigeria.

It was noted in the 1959 Economic Survey that since

1956 investment in plantations by new overseas commercial
interests had virtually ceased. The main reason for this
was attributed to the application to the plantation
producers of the price fixing practices of the Marketing
Boards. Most plantation investors would prefer to carry
marketing risks themselves, and in fact, two Regional
Governments have now decided that in future plantations
selling produce to the Roards shall receive the equivalent

(1) see A.N. Cook, British Enterprise in Nigeria,
University of Pennsylvania Press 1943, pp. 261-266.

(2) Quoted in F.B.I., Nigeria an Industrial Reconnaigsance
February, 1961, p. 45,
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been seen in Chapter III, there is a large element of
tax in the funds retained by the Marketing Boards and
the plantation companies are already subject to Company

of the Marketing Boards' net receipts., Since, as hes

Tax, this is a fair decision.

Prior to the last World Wa¥, the demand for most of
the consumer goods imported was insufficient to warrant
the creation of a domestic industry. Since the war, with
the great increase in disposable income of a large part
of the population resulting from high cash crop prices,
more and more imported goods have be regarded as
essentials and their consumption, as illustrated in
Chapter I has increased considerably. The very great
increase in capital expenditure by the Governments has
led to an enormous growth in imports of construction
materials and capital goods. In some instances the
increase in consumption alone has been sufficient to
encourage the establishment by expatriate firms of
local manufacturing units - soap manufacture, brewing

and cement production are examples.

Similarly, the processing of goods for export has
been taken further with growth in volume of production,
rises in freight rates and technical advance. An
outstanding example of this is the creation by the
United Africa Company of a £2% million sawmill and
plywood factory at Sapele in Western Nigeria. It is
one of the largest f=actories of its kind in the world
and employs more than 1,000 people. The establishment
of this factory was made possible by the increased
popularity of West African timber in Europe and America
and by the considerable freight economies made possible
by the export of sawn timber and plywood. "Even in

(1) Economic Survey of Nigeria 1959, p. 38.
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efficient sawmills, over half the weight of a2 log is lost
as waste in the process of converting it to sawn timb&rs)il)

Again, probably as a combined result of political
pressure and the growth of competing Nigerian retailers,
the expatriate firms have for several years now been
withdrawing from much of the internal marketing of
imported merchandise and from some of the produce buying.
Many of their rural stations have been closed down and
there has taken place, as it were, a retreat to the coast.
In the larger towns, the expatriate firms have, however,
modernised the retailing side of their businesses and
built large multi-purpose stores similar to those in
Europe and America. The shift of emphasis to industry
has therefore been partly in order to find a new outlet
for surplus funds and partly to satisfy popular sentiment.
A great deal of even the retailing is now concentrated on
technical goods, stocking of which requires considerable
capital outlay, but where returns are quick and high.

Perhaps the other factor inducing the old-established
expatriate trading firms to branch out into manufacturing
has been the new entries, not into trading, but into
manufacturing during the past three or four years, by
firms of world wide repute. The expansion in this
direction by existing firms may be secen as an attempt
to retain their dominance. Of interest is the frequent
association by, for example, the United Africa Company
with another partner, well known in the new field, who
puts up some of the capital and most of the technical
expertise. The government is not alone in its dependence
on outside managerial and technical skills.

(1) United Africa Company, Statistical and Economic Review
No. 23 September, 1959, p. 14.
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The nationals of many countries are demonstrating
their interest in the growing Nigeria market by investing
in new industries and assisting in the execution of deve-
lopment projects. British, French, Italian, German and
Dutch contractors are currently engaged on construction
work. A cosmetics factory was established in 1950 by a
Swiss. Americans have set up a plant in XKano for the
production of household cutlery and aluminium ware and
silver plating. The new cement faciory at Ewekoro,
costing €4-million, was financed jointly by the Western
Nigerian Development Corporation, Amalgamated Portland
Cement Manufacturers Ltd., and the United Africa Company
Limited.

Another former merchant trader, John Holt (Liverpool)
Ltd., has shares in factories producing metal windows and
doors, asbestos cement products, beer, stationery and in
a tannery. The Compagnhie Francaise de L'Afrique
Occidentale has a share in the Nigerian Pre-stressed
Concrete Company Ltd., as does one of the large controci-
ing firms, Taylor Woodrow. An Italian/Belgian group has
a 87 per cent share in the £450,000 Asbestos Cement
Products (Nigeriz) Ltd. Canadian interests provided most
of the capital for the two factories of Aluminium Products
Ltd.

Much of current British investment is coming from
firms which are world famous in their fields. The Dunlop
Rubber Company's Nigerian subsidiary has invested £3
million in a 20,000 acre rubber plantations near Calabar,
part of which will shortly come into production. The same
firm is building a €2-million tyre factory near Lagos,
«uile Michelin is investing £3-million in a similar
factory; in Port Harcourt. Turner & Newall are
constructing 2 €1 million ashestos cement factory in Lic
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East, 20 miles from the Nkalagu cement fasctory. Whitbreads
are to build a brewery in Abeokuta costing €1 million and
there is talk of establishing another one in Eastern Nigeria.
British book and stationery printing firms are going into
partnership with the Western and Northern governments in

the establis"ment of two projects costing £300,000,.

By far the largest expatriate concern in Nigeria is
the long esteblished United Africa Company, with an
investment which amounted to £48.5 million at 31st March,
1961. (1)
Palm Line, a fleet of merchant ships trading between

An additional £12.75 million is invested in

Europe and West Africa. The company has the advantages
of its association with the parent Merchants. As 1indica-
ted above, merchanting continues to be the main activity
of the U.A.C., but it is becoming more specialised,
concentrating on large retail stores, machinery sales
and wholesaling (there are indications that the latter
may also be felling off as Nigerian traders achieve
closer pessonal contact with overseas exporters). There
has recently been considerable diversification into
manufacturing and processing and such ventures include
sawmills, plywood and soap factories, the manufacture

of plastic products, cotton weaving and motor vehicle
assembly. A United Africa Company associate, Pamol,

has 10,000 acres of o0il palm and rubber plantations

in the o0ld Calabar Province.

Israel is making a bid for a share of the Nigerian
import market by granting loans tied in great measure to
Israeli goods. This has also led to some Israeli invest-
ment in Nigeria. The largest building and construction
firm in Israel, Solel Boneh, owned by the federation of

(1) Daily Times, Way 4th, 1961
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trade unions, Histadrut, has gone into partnership with
both the Eastern and "estern Nigeria Development Corpora-
tions to form the companies of Eastern Nigeria Construc-
tion and Furniture Company and of Nigersol Ltd. As
indicated in chapter IV, financial control is to be
retained by the Nigerian partner in each case, but

the Israelis provide the general managership. Another
Israecli firm has joined the ENDC to form the Eastern
Nigeria Water Planning & Construction Company. It has
recently been announcea that a drug factory costing
£300,000 is to be built by an Israeli firm at Aba.

There is currently considerable interest in the United
States at both private and governmental levels in invest-
ment in Nigeria. The joint £600 million capital develop-
ment programmes of the various governments are expected
to be financed to a very great extent (at least £80
million) by the United States Government and there are
many private investment schemes in the offing, the
largest being the establishment of an iron and steel
complex,

In January 1961 the Federal Government gave a
consortium led by the Westinghouse Electric International
Company permission to carry out a detailed study, before
plans and specifications and propose the capital struc=
ture for such an industry. The survey was financed
jointly by the Westinghouse consortium and the
Rockefeller Brothers Tund. The report of the survey
has been presented to the Federal Government who are
at present giving it careful consideration while at
the same time retaining a firm of German consultants
to make an independent 'study of the possibilities.

Should the American proposals be accepted by the
Government, it is estimated that an investment of about
£28 million will be required,
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The company will be registered in Nigeris and will
make provision for equity participation from Nigerian
sources, but in view of the large scale nature of the
investment, it is thought that most of the capital
will be found by American organisations and perhaps the
U.S. Government. The establishment of an iron and steel
industry has long been desired by Nigeria's politiecal
leaders and indeed there has already been some mild
controversy over the choice of location. A steel
scrap smelter and rolling mill is at present being
built seven miles from Enugu. This is preliminary
to what the East Regional Government hopes will be
a fully fledged iron and steel industry at or near
Enugu baéed on nearby iron ore and limestone deposits
and using Enugu coal, the demand for which by both
Nigerian and Ghanaian railways has dropped in recent
years. Overseas steel interests have during the past
two years been exploring the possibilities of basing
the industry on Enugu deposits, at the behest of the
East Regional government. Extensive deposits also
exist near Lokoja and it is to be hoped that eventual
decisions on location will not be bedevilled by
political rivalries. The Federal Government has
already stated its position. "In considering the loca-
tion of industrial enterprises in which the Federal
Government participates, only economic factors will be
allowed to influence the lscation."(l)

If the industry is established as envisaged, the
participation of large American engineering interests
with heavy capital backing will ensure that the enter-
prise is run efficiently. Before promising to put up

(1) Pederal Covermment Printer, The Role of the Fed@ral
Government in Promoting Industrial Development in
Nigeria Lagos 1958, p,. 1%2.
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such & large amount of money, they would naturally meake
completely certein thet the project is viable and will
subject it to more searching scrutiny than would be likely
to come from a Nigerian government sponsored investigation,
almost committed before it began to a favourable verdict.

The proposed financial backing is also prefergble to any
managing agency egreement which micht heve been advocated
and which hes proved disastrous in other cases. Westing-
house International's Regional Director for Tropiceal
Africa stated when the survey waes begun thet it was hoped
thet the final proposeals would provide a basis for increased
trade between Nigeria and her West African neighbours.

This intention is &lso in accord with the wishes of most
of the new African governments to improve inter-regionel

trade.

The investigation into the possibility of esteblish-
ing an iron end steel industry is only one of many
evidences of Americen public and private interest in
Nigeria. As notcd in chapter II, the Chase Manhattan
Benk of New York opened its first West African
Headquarters in Lagos in February 1961, Chase Inter-
national Investment Corporation is putting up a third
of the share capital and 35% of the debenture capiteal
in the new £1% million textile factory on Ikejs Indus-
trial Lstate in which the Western Nigerie Development
Corporation and an Italo-Swiss group are glso partici-
patin@.(l) The National Bank of America was the first
Americen Benk to open a branch in Nigeria, in lste 1960.
The Southern Star Shipping Compeany of Texas is investing
£2 million in a flour mill at Apepa, Lagos. The interest

(1) West Africa, 7th Januery, 3961, p. l.
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of Booker Brothers in commercial sugar cane growing has
already been mentioned.

An office opened in Lagos in 1958 by the Rockefeller
Brothers Fund will help to prepare and document schemes
which mizht otherwise be too small to interest overseas
investors. As the National Economic Council points out,
"the future industrialisetion of Nigerie will depend to
a lerge extent on the starting up of what initially will
be comparatively small businesses and it is not an economic
proposition for oversess investors to spend the time and
money required to obtain &nd analyse 2ll the necessary
information about locael conditions, sources of meterial,
market prospects etc. unless the project in question is
a substantial one. If however, this work has alreeady
been done by bodies of international repute, it may help
overseas enterprises to consider participeting in some-

whet smaller businesses.“(l)

At the government level, there is an increasing
number of Agency for Internetionsl Development personnel
in Nigeria. Several are demonstrating new techniques of
poultry reising to farmers in different rerts of the country,
while others are helping carry out soil surveys. Michigan
State University hes provided much of the zdvice and
initial steff for the ncw University of Nigeria at Nsukka.
A.I.De is aldo connected with this scheme and is interested
in participeting in the agricultural department to be set
up there. The United States Devclopment Loesn Fund is
considering applications for assistence with road
development schemes.

s rm—

(1) Economic Survey of Ni.eria 1959, p. 67
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The Pord Foundetion has now & resident Representa-
tive in Lagos. ©So far it has been meinly concerned with
the training of personnel for public edministretion. The
present resident Representative, first visited Nigeria in
July 1958 at the request of the Western Region Govern=-
ment to study its problems of public administration
training. As & result of his survey, further instructors
came out to train Nigerien instructors. Similer surveys
of training needs more subsequently conducted in the East
and North. A Ford grant of g65,000 was macde in February
1960 to eneble the Institute of Public Administration
at Zaria to expand its treining programme for local
councillors. The A.I.D. will, jointly with the Northern
Region Government, provide muach more money for the scheme
as it gets under way.

Grents have also been made by the Ford Foundation
to University College, Ibadan for, among other things,
the expansion of library facilitiés and buildings for
visiting lecturers, and to the Nigerian Broadcasting
Corporation to help develop a broadcasting programme
for secondary schools and teacher treinin. colleges.
Two American economists heve been seconded by Ford to
the Federal Ministry of Economic Development to help
prepare the next development programme. Three
economists sponscored Ly Ford mode an economic survey of
the Eastern Region during the wet sesson in 1960 and one
is continuing to work with the Dconomic Adviser for e
further 18 months. According to o recent article, "in
no other territory in Africe has similear concentration
of activity thus far been.attempted."(l)

(1) F.X. Sutton, "The Ford Foundation's Development Pro-
gramme in Africe", Africen Studies Bulletin Vol. III
No. IV. Decenber, 1960, De O
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The Amoricen megezine, Timc, normally rather paustic
in its remerks ebout Africen leaders end trends in newly
independent LAfrican states, has adopted & very benevolent
ettitude to Nigeria. The conservative nature and moderate
approach of the Prime Minister is praised and the apparent
political stebility of the country commended. This
approach by papers widely read in the American business
world has helped foster a favourable attitude to Nigeria
emong potential investors. It is likely thet the United
States Government sees in Nigeria & possible ally on
the African continent. A high officiel in A.,I.D. informed
an acquaintance of mine that their entry into Nigeria was
"geared to Britain's withdrewal." This may be a meta-
phorical manner of speaking but it nevertheless illus-
trates the current attitude in American government circles.

The Greek, Syrian, Lebanese snd Indien trading com-—
panies have long shared a considereble part of the market
for imported goods. They have not bcen so guick to
diversify as the British and French firms, although two
have entered motor vehicle retailing end one, A.G. Leventis,
is a leading figure in the hotel business and is commected
with the new luxury Fcderal Palace Hotel in Lagos. The
Report of the hAdvisory Committec on aids to Africen

Businessmen complaincd of Syrian and Lebanese specule-

tion in recal e state and recommended that foreigners be
prohibited under the Immigretion or Aliens Ordineance

from participating in real estate business other then
properly planned new building estates such as that at
Palmgrove Estate at Ikeja, built by the Italian contracting
firm Cappe d'Alberto.

There is a general dislike and suspicion of Levantine
treders in Migerie similar to the suspicions of minorities
nenifested in most countrics, porticulorly —hen they wre
engaged in commerce, There are allegetions thet they are
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scerctive, dishonest, «nd $hgt they have been unfealrly
assisted by the banks at times when they hed no more
security to offer than many Africans who were ungble to
obtain credit. That they have attracted more dislike
than the Europesn trading enterprises probably emanates
from the fact thet they in many instances compete with
the Lfricen trader on his own level, Many arrived in
Nigeria with little or no capitel and achieved their
present eminence in trading by € xtreme thrift. Where

an Englishman generally requires & standard of living
many times higher than thet of the average Nigerian, the
Syrian or Lebanese businessman, when starting is content
to sleep on a mat on the floor of his little shop until
he heas turned over his capitcl sufficiently often to have
expended his business considerably. He is prepared to
spend all his weking hours at work. Similar reascons for
success have been advanced in the case of a few European,
though not English businessmen. One of the wealthiest
contractors in Nigerie, en Italian, was, it is said,
cycling about the strecets of Enugu only five or six years
880, The Syrien is thus disliked simply beceuse he is

a more efficient businessman and ploughs most of his
money back into his business., It is something for which
the consumer might be grateful,

The Report mentioned above attacks Syrian and
Lebeanese enterprise as being essentieclly & form of family
partnership "into which it is inconceivable that the African
will ever be admitted even at the lower 1eve1."(1) The
Committee was unable to find a single instance of genuine
partnership between Africen and Syrian or Lebenese business-
men. This antipathy to the Levantine creates & favourable
attitude to the European businessman. "It is really to
him (the Huropean expatriate) that Nigeria must look for

partnership which can truly be of mutual benefit.(z)

[

1; Report ope Cite., De 50,
2) Report ope €itss Pe Hls
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Mr. Zerpes; =& Greek, s0ld his Leagos bus serviee 10
the Town Council in 1958, while more recently the West
Regional Government hes bought up the Southern part of
Arab Brothers, a company which operates garages and acts
as menufacturer's agents for Hillman, Humber end Sunbeam
cars. The Northcrn Government has bought up the Northern
part of the business. However, it is interesting to note
that three or four of the seven board members of the Bank
of the North, esteblished in 1959 are Levantine. All the
others arc of Northern Region origin. The common bond of

Islam may matter here more than nationelity.

(ii) Domestic Attitudes to Foreign Private Investment

With current international interest in the problems
of underdeveloped countries, there has been much dis-
cussion of the possible role which mey be played by
foreign funds in the acceleration of economic develop-
ment. Historically, foreign caepitel has been of immense
importance to the economic growth of virtually every
country, including Russies and Japan, and especielly to
the United States of America, the Argentine, Canada and
Australiae. Today it is still responsible for a great
deal of the investment activity in Austrelie and Canada,
where it is beginning to be resented. The countries of
India and Southeast Asie are e xtremely anxious for
foreign capital, and western commentators are equally
enxious that it should be provided. It hes clearly
become very important to the economic growth of such
countrics as the Union of South Africe end the Federation
of Rhodesia and Nyasaland, as witness the concern of
businessmen in the former country at the capital control
flight of the past two yecars, and the various stringent
exchange cantrol measures taken by the Government of the
latter in view of the constitutional uncertaintye.



In Nigeria, as we have seen, indigenous enterprise
in what may be termed modern economic activity is only
in its infancy and is confined to certein well-defined
occupctions. The onus of the development effort has
fallen on Government's shoulders almost by default.
However, because cven government hes comparatively
limited funds and most must be disbursed on recurrent
social services and on the provision of basic fecilities
such &8 roads and s chools, the amount of finance which
government cen provide for investment in commercial
undertekin.s is strictly limited,

A description of the activities of the PFederal
and Regionel Governments in the esteblishment of planta-
tions and new industries has been given in Chapter III.
Some of the projects financed from government funds have
alrcady given proof of their inherent profitability.
Others show promise ofeventually bccoming vieble., Some
have been lamentable failures for various reasons,
including choice of the wrong projcct or poor mansgement.
But, taken together far less money hes been invested in
industrial and other commercisl pro jects by government
than was spent by Shell Petroleum Development Company
over the past twenty years in its seasrch for eil. The
total acreage of the Eastern Nigerie Development Corpora-
tion's plantations for example is only threc quertcrs of
the area covered by foreign private concessions in the
Region, The area planted is less then the 10,000 sacres
planted by the Dunlop Nigerian Rubber Company alone on
its 20,000 acre estate near Calabar,
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Plantations in the Eastern Region

Area in acres

Company Location Planted Totel
Rubber - Dunlop Nigeria Calebar 10,016 21,061
Oban " 6,342 11,578

Pamol Ikotmbo 3,436 3,696

0il pelms PAMOL Calabar 6,729 6,852
ENDC Calero 3,658 11,749

Kwe Falls 2,700 5,871

BElele - 3,200

Cocoa ENDC Tkom 922 1,496
Umuahie - 2,000

Abia - 4,000

Cashew BNDC Udi - 1,804

Coconut  ENDC Bonny 865 1,200

Source: Investment Opportunities in Eastern Nigeria, p. 30

Backed by orgenisations &ble to draw on worldwide
resources, the two compenies mentioned are outstanding
exemples of the relative wealth and strength of enter-
prises based in the more dcveloped countries. The veast
investments in Nigeria of the United Africa Company have
Just been mentioned. In view of the virtual lack of

any sizeable indigenous enterprise, the scale of the
efforts of the governments shows Jjust how short of
capital Nigeria is.
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It is of course possible for a country to pursue a
policy of economic development while excluding foreign
capital. Many factors determine the rate of economic
growth, Some economies have more varied or richer
resources than others and are therefore less dependent
on availability of foreign exchange. Some have entered
a phase of intensified economic growth with greater
reserves of skilled manpower than others, The ability
to mobilise the labour force effectively has varied
from country to country. A government may prefer to
adopt a passive attitude to economic development rather
than permit any foreign commercial influence to enter.
Probably the extent to which the government of a poor
country will encourage foreign investment will be a
measure of the speed with which the government desires
to modernise the economy. It is arguable that by
pursuing a policy of economic nationalism which frowned
on foreign intruders, a self-reliance might be developed
which would stimulate economic growth, but, unless
popular sentiment is already strongly xenophibic, this
result is unlikely.

Pursuing a closed door policy is bound to impose
limitations not only on the amount of capital available
for development, but on the availability of the techni-
cal knowledge without which any structural change in
the economy is bound to take a very long time. The
intangibles which accompany private foreign investment
can contribute considerably to the rapid growth of the
economy. Managerial skill is even scarcer in Nigeria
thati i AdEiRiSteakive falent:Y ¢ The sttitudes oF
foreign private business management may have a profound
effect on both its own labour force and on rival indigenous

(1) Although see A.,O, Hirschman The Strategy of Economic
Development 1958, pp. 154 = 155 for the view that
administrative processes "are intrinsically harder to
master than production jobs.,"
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management. For example, those at the head of a foreign
firm are generally sufficiently articulate to make govern-
ment aware of their opinions on matters of policy which
affect them. Indeed the expatriate commercial lobby has
often been accused, in Nigeria as elsewhere, of being too
well organised and too articulate, But it is evident

that there are possibilities for good as well as bad in
this facility to express oneself, Measures inimical to
the climate of business in general can be demonstrated

to be so and a service thus rendered to the economy.

The labour force of the expatriate enterprises will
normally be more strictly disciplined than in indigenous
enterprise and will acquire the characteristics of
punctuality, good workmanship and eventually pride in
doing the Job properly which are the necessary attributes
of a good labour force anywhere, A pool of skilled
labour will be built up much more quickly than it would
if reliance were placed solely on those enterprises
established by government or its agencies, Additional
employment will be provided and this is important not
so much because population is rapidly increasing but
because the number of school leavers is constantly
growing.

As with any investment, foreign investment stimulates
subsidiary activity, for example in the transport and
materials supply industries. Shell Nigeria, for example,
makes over £1 million worth of local purchases per annum
and employs many local contractors and sub-contractors,
hires a great deal of Nigerian-owned transport and so
on, Thus, there is a chain reaction causcd by the
initial foreign investment., the expansion of other
enterprises is facilitated and new employment is created
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by this sscondary growth also. The products of the
foreign firms supply the domestic market, replacing,
possibly at lower cost, imported goods and thereby
contributing to the conservation of scarce foreign
exchange. The strain on the ports is reduced. This

is a very important factor in Nigeria where there are
presently only two harbours capable of handling large
quantities of goods - Lagos and Port Harcourt - and
where, despite a great deal of recent expansion, delays
in turn round are frequent, Finally, the taxes paid by
the foreign firms help the exchequer. (This is offset
to some extent by any tax concessions made to induce
the firm to establish in the first place and by the
reduction in revenue received from duties on the
previously imported goods. )

Given the objective of the most rapid economic growth
compatible with the maintenance of national sovereignty,
government policy must be to encourage as much foreign
investment, both public and private, from as many sources
as possible, while at the same time attempting to ensure
that there are effective safeguards against future
domination by foreign interests. Judging by recent
events in other parts of the world, it is obviously
undeairable to permit all or most foreign private
investment to come from a single source. Many of the
developing countries who are ecager for foreign assis-
tance in their development effort are encouraging
investment from countries whose nationals and indeed
governments are unlikely ever to combine to exert politi-
cal pressure on the recipient country,

If it is to attract maximum attention and considera-
tion from would-be investors or benefactors, the low-
income country must go out of its way to advertise its
resources and needs to the outside world. Legislation
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must be tailored to suit ambitions in the field of
economic development. Immigration policy with respect
to foreign companies and their employees. for example,
must be in accord with government's attitude to the
foreign entrepreneur. Government must make as explicit
as possible the terms on which it is willing to permit
foreign enterprise to establish undertakings.

Not only government but private conduct is relevant
here. Regularly appearing newspaper articles abusing
the activities of foreign capitalists with no specific
allegations against anybody can create an atmosphere of
hostility towards foreigners, or at least, foreign business-
men, Even if not prepared to silence such commentators, if
the government of a low-income country earnestly desires
foreign investment it must take steps to make its own
stand clear in the national press also, since silence
may be taken for assent.

Fears of expropriation are enhanced by the unguarded
statements of people who, to the outsider unfamiliar with
the local political set-up appear as spokesmen of their
respective governments. The speed with which President
Nkrumah sought to rebut allegations by a section of the
press that Ghana was ready to nationalise foreign trading
companies and the severity of the measures reported to
have been taken against those responsible for the rumour,
are an indication of how sensitive national leaders are

on this subject.(1)

There is a possibly not unnatural ambivalence in the
attitude of Nigerian politicians to new private foreign
capital investment. On the one hand, we have Joint govern-
ment statements of 1958 which welcome such investment,
subject to certain conditions, and the freguent speeches
of the Federal Minister of Finance, Chief Okotie-Eboh in

(1) For full text, see "Dr. Nkrumah Re-states his Policy,"
West Africa, October, 15th 1960, p. 1179.
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which he almost demands it, and on the other we have
cries from members of the NCNC, the junior partner in
the Federal Coalition as well as from the opposition,
that the country is being sold to foreigners. Some of
these utterances may increase the fears of potential
investors, unsure of the strength of government and of
the weight of official statements on the safety of
investments,

In October 41960, the Publicity Seccretary of the
Eastern Working Committee of the NCNC published a
pamphlet, 1) immediately disowned by the Party, in
which he stated that it was the policy of his party
to nationalise "all enterprises exercising a dominant
influence over the people's livelihood!'", This imme-
diately created a furore in government circles in
Nigeria and brought blunt denials from the National
President of the NCNC and Premier of the Eastern Region,
Dr. Okpara. In both Federal and Regional Houses, ques-
tions were asked and the leaders of the NCNC reaffirmed
that no new nationalisation was contemplated by the
party. In January 1961, the Federal Minister of Trade,
addressing the Federation of British Industries Mission
in Lagos, stated that, ''we have no plans whatever for
nationalising industry to any greater extent than it
is already nationalised, As you are aware, our public
utilities are statutory bodies, but apart from these
I can assure you that nationalisation plays no part
in our plans for the future.”(z) It is to be hoped
that this is the last word on the subject at the
present time, for all the glosuy pamphlets produced with
the aid of the Economist Intelligence Unit or British or
American advertising agencies will be of little avail in

(1) On_the Party, Enugu 1960
(2) West Africa, 21st January, 1961
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attracting foreign investment if irresponsible statements

continue to occupy large space in the press.

At the first publication of the alleged NCNC plan to
nationalise, the unofficial mouthpicce of the Action
Group, the "Daily Express" complained that the statement
would frighten off forcign investors. Yet recently, now
that the NCNC has denicd that this forms part of its
programme, the Leader of the Opposition in the Federal
House of Representatives, Chief Awolowo has been addressing
rallies throughout the country saying that nationalisation
in the future cannot be ruled out. However, in his
autobiography(1) Chief Awolowo says, ''we must do every-
thing in our power to create conditions in all parts of
Nigeria which will be favourable to the admission of
foreign capital and technique. But in the interest of
ourselves and of the foreign investor himself, certain
conditions must be stipulated for the admission of foreign
investment. First, the foreign investor should undertake
to train Nigerians in modern industrial and business
techniques with a view to their taking over, at an early
date, the operation and management of the ventures concerned;
secondly, he must be prepared to admit Nigerian capital
into partnership with his own, such capital being provided
either by the government or any of its agencies or by
Nigerian private businessmen; and thirdly, he must agree
that if the interests of Nigeria so dictate he will
recadily and voluntarily surrcnder his shareholding in
the venture concerned on payment to him in full of the
prevailing market value of his shares." This is a
straightforward statement and is not likely to frighten
off the potential investor.

(1) Awo, Obafemi Awolowo, Cambridge University Peess
1960, p. 315.
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It secms likely that the opposition is merely

opposing the stated policies of the parties in power for
the sake of opposing. It is interesting to note that
the Action Group Government of the Western Region is
actively secking foreign investment in the Region,
preferably in partnership with West Regional capital.

Some well-known and popular Nigerians are at present
on the Boards of expatriate firms established in Nigerisa.
Indeed, this is a form of "window dressing" in which many
expatriate enterprises indulge in order to counter allega-
tions that their commercisl policies are directed from
outside the country. Of course, the allegation is not
really answered by such a practice and the practice may
be dangerous if it becomes too obvious that those appointed
know nothing and care less about the activities of the
concerns on whose board they sit. This is true in several
instances and has already led to personal attacks on the
Nigerians involved who are accused of permitting their
desire for money to cloud their sense of responsibility
to the nation, If on the other hand, as in some other
cases, the appointment is made because the individual is
well known and rcspected and eagerly sought after for his
experience, this new policy can be valuable to all con-
cerned. The Advisory Committee on Aids to African
Businessmen criticised the practice of creating what it
called 'paper Directors'. Its view was that the rela-
tionship between foreign and indigenous businessmen
should be such that Nigerians became more experienced in
the actual practice of business. "What is needed is the
more genuine form of partnership in which the indigenous
partner has some of the equity or risk shares and can

. . 1
learn how business decisions are made.“( )

(1) Report, p. 52
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The fact that many of the most influsntial politicians
have accepted Board appointments is mentioned to show
that suspicion of expatriaste firms is frequently senti-
mental rather than deep-rooted.

The dangers of a strong commercial lobby are well
known. But as Professor Higgins has said, "certainly
big business tends to exert an influence on government
policy in any country where it exists; but this fact is
no less true when the big business is owned by nationals
than when it is owned by foreigners and the foreigners are
often easier to handle, Just because they are foreigners
with less influence on the elctorate, than nationals
would. be."(ﬂ)

In Nigeria. it is well-known that indigenous business-
men, especially the large contractors have considerable
influence with the political parties and it is widely
believed that this influence has at times been used
improperly to secure concessidns which should normally
not have been granted and contracts which would have been
executed far more competently by other contractors. As
far as contracting firms in Nigeria are concerned, for
large projects it is often positively desirable that
foreign firms with reputations to keep should be invited
to undertake the construction work.

Complaints from indigenous contractors can be
nollified by retaining certain classes of work purely
for them., 1In fact, all the governients keep a classified
register of contractors and invariably the expatriate
organisations occupy the first two categories. It obviously
would not pay a foreign firm to enter the market for gg small
stakes as individual Nigerians. Bccause of the difficul-
ties encountered by Nigerians in obtaining capital, techni-
cal skills and good management, they have rarely becn

(1) B. Higgins Economic Development, Norton 1959, p, 432.
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able to acguire the ability to undertake the more expen-~
sive projects. In the East those who in the past secured
large government contracts, almost invariably executed
the work poorly or ran out of funds before completing

the contract, thereby costing the Regional government
large sums of money and ensuring that projects were not
completed for years after the envisaged date. Obviously,
the award of those contracts to some expatriate foreign
firms would have been far more beneficial to the economy.
This is being realised increasingly by politicians who
have previously allowed their nationalist sympathies

to sway their Jjudgment.

As Maurice Zinkin has said in another context, 'the
countries of Asia themselves must recognise that the
foreigner can help; they must cease to see in every
foreigner bearing gifts (or simply an investment on
which he hopes to make & handsome profit) a Trojan horse
came to infiltrate their new independence."(1) There is
no doubt that the foreign firms at present operating in
Nigeria and those considering establishing businesses
thére, are concerned primarily with profit. There is
also little doubt that they will not be content with
profit margins as low as they would accept in the
industrialised countries where they have hitherto operated,
in view of the political hazards and comparative lack of
external economies. To balance against these considera-
tions, there is of course the desire to capture a large
part of growing market. This has been noticeable for
example in the tender bids made by the large firms of
contractors. In an attempt to break into the market
these firms have often bid low on their first contracts
and succeed in obtaining the job. But since overheads are

(1) Maurice Zinkin, Development For Free Asia, Chatto and
Windus; ‘?956’ p. 53'
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heavy and it 1g difficult to obtain a consietenily high
level of work, there has been a tendency to raise bids
for later contracts replying on good past performances
to secure them.,

Against the high profit margins sought must be set
the relative efficiency of the enterpriscs and, in the
case of contractors, their speced in execution of work.

A road which is anxiously awaited because of the impact
it will have on the economy of an area will obviously

be worth paying more for if it is completed in 12 months
instead of 24, The delays in implementing a programme
should be regarded as involving net losses to the economy
in terms of the benefits which would have resulted from
earlier investment.

As mentioned in the joint Government statement on
foreign investment, the Federal Government has introduced
various fiscal measures to encourage industrial develop-
ment, Companies engaging in what are declared pioneer
industries are granted income tax relief. Where it 1is
considered that Nigeria's economic requirements are
not being fully met by existing industry and where it
is considered in the public interest to encourage that
industry, a declaration of pioneer status is made. The
following is a selection of only of industries which have
been declared pioneer:

Growing and processing of sugar cane

Milling of cereals

Hotel keeping and catering

Manufacture of ccment

Canning of foodstuffs

Manufacture of salt, textiles, pharmaceuticals,
carbon dioxide gas, agricultural fertilizers
from materials of Nigerian original or sub-
stantially the product of local processing,

iron and steecl and their processing, rubber
goods.,
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The Industrial Development (Income Teox Relief) Ordi-
nance 1958 provides tax holidays for companies granted
pioneer certificates, A pioneer company qualifies for
income tax relief for two years from the date on which
it begins production, Extensions of one year where the
gualifying capital expenditure is £15,000 or more, two
years for £50,000 or more, and three years for £100,000
or more are granted while additional periods equivalent
to each accounting period in which a combany enjoying
relief suffers a loss may be given. The trade of a
company operating a plantation is deemed to begin on the
date when planting first reach maturity. In accordance
with the Industrial Development (Import Duty Relief)
Ordinance 1957, relief on import dutics may be given
for an agreed period not exceeding ten years through
the repayment of the whole or part of the duty payable

on materials to be used to manufacture or process goods
or to provide services if this is considered to be to
the overall economic advantage of Nigeria. These refunds
may be made if,
(a) without such repayment the goods in question could
not be produced at prices competitive with comparable

imported goods, or at prices at which an adequate
market could be found in Nigeria;

(b) it is shown that the duty on the materials used is
a grecater proportion of their landed value than is
the duty on the imported article made from the
material in relation to the landed value of the
imported article;

(c) she imports consist of fixed plant or materials
for such capital assets.

In addition to the reliefs mentioned above, generous
allowances on capital expenditure enable the early writing
down of most capital expenditure and expenditure gualifying
for capital allowances during the tax-free holiday period
for pioneer industries is deemed to be incurred on the



_163_

first day after that period. The normal provisions for
allowance then apply so that the benefits of both forms
of relief arc obtained.

A guarantee has been given that profits and dividends
arising from sterling and non-sterling capital investment
in approved projects may be freely transferred to the
country of origin and that such capital may be repatriated
at will.(1)

There is, of course, a danger that the tax and other
concessions made to many companies to induce them to
establish what are considered to be pioneer industries
may be unnecessary. It is difficult once such induce-
ments are available, to know whether without them the
enterprises would have been established in any case, at
far less cost in lost government revenue., The 1957/58
Annual Report of thc Eastern Region Ministry of Commerce,
Heavy Industries section, mentions the anxiety of repre-
sentatives of Messrs, Williams & Williams when negotiating
to set up the metal window factory in Port Harcourt, that
a pioneer certificate be granted them. It is not clear
whether they would have been prepared to go ahead without
it, but if they were, then this concession represents
unnecessary loss. Subsidies or protective tariffs to
enable newly established industries tc 'compete' with
overseas manuiactures are also frequently not in the
interests of the community at large. The consumer has
to pay more for the domestic substitute. Against this
may be set any costs of otherwise maintaining or employing
those given new employment, the saving in foreign exchange,
the secondary developments resulting from the establish-
ment of the new project and the possibility that after the
tax relief period the industry will no longer be an

(1) See The Role of the Federal Government in Promoting
Industrial Development in Nigeria, Sessional Paper
No., 3 of 1958, Lagos, De fe
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inexperienced pioneer but a sturdy independent, Some
new expatriate firms have made their appearance in
Nigeria as manufacturers' agents and this has been
attacked as a backdoor means of adding to the number of
expatriates engaged in retailing. The following extract
from the Report of the Advisory Committee on Aids to
African Businessmen shows clearly how strong Nigerian(1)
feeling is on this matter:

"There are consistent complaints by African traders
that, contrary to the declared policy of the Govern-
ment of Nigeria, expatriate firms in the guise of
manufacturers' agents are actively engaged in retail
trade throughout the country. Government should
devise ways and means of enforcing its poliecy in
this respect and effectively exclude expatriate firms
from ordinary retail trade. Even the long-established
expatria te firms which have licence to engage in
general retail trade should be persuaded to restrict
their activities in this connection, and not indulge
in cut-throat competition with small African traders
in the local markets."(2)

That this sentiment may not be in accordance with a
policy best suited to the needs of Nigeria as a whole must
be stressed. The Report is an attempt to advise Government
on policy which would favour the growth of a class of
Nigerian businessmen. It goes without saying that a
measure introduced to help a businessman of whatever
nationality, may adverscly affect the situation of the
ordinary consumer who may be constrained thereby to
purchase goods in a dearer market than might otherwise
have existed. Professor Bauer has remarked that "it is
often overlooked that the African interest vis—a-vis the

(3)

activities of the expatriate firms is not homogeneous.

(1) The Committec was composed solely of Nigerians but for
one expatriate who did not sign the final report because
he had not been present at most of the meetings.

52; Report op. cit., p. 67

3) P.T. Bauer, "Concentration in Tropical Trade: Some Aspects
and Implications of Oligopoly,'" Economica, 1953, p. 219.
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In the same asrticle after showing that in 1949 about 85%
of the import trade was handled by European firms, he
points out that the share of African firms would have been
even smaller had not for reasons of policy preferential
treatment been sccorded them in the allocation of import
licences for those commodities like flour and sugar
subject to specific licensing. L "Since about 1949,
the operation of specific licensing in the import trade
in certain staples has incrcased materially the shares

of the African traders in this activity. Perhaps
paradoxically, the system has served to reduce the degree
of concentration, but in a manner which has secured
guaranteed and riskless profits to all recipients of

licences, large and small.”(2)

Import Licensing is now abolished, but the Immigra-
tion Ordinance still operates to keep new entrants out
of retailing business. While this may possibly help
struggling indigenous firms, it certainly has the effect
of permitting the continued concentration of most of the
trade in the hends of the existing expatriate firms. For
it must not be thought that there has becen a wholesale
retreat from trading and redeploymcnt of all capital in
manufacturing industries. This is only a discernible
trend and stated intention.

There have been Trade Missions from Nigerie to America,
Europe, Israel and JdJapan intended toc interest local
businessmen in Nigeria and visits from German, Japancse,
Italian and American Trade Missions to Nigeria, and in
January 1961, the Fcderation of British Industries sent
a strong team to examine possibilities for increased
participation by British Industry in Nigeria's economic
development. During the summer of 1961 the Federal

é1) P.T. Bauer, op. cit., pe. 208,
2) P.T. Bauer, op. c¢it.; p. 219.
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Govornment sent a strong team consisting of prepremsgnta~
tives from both Federal and Regional governments to visit
Russia, bzechoslovakia, Poland, China, Pskistan, Hong Kong,
Japan, United States, Canada and the United Kingdom. The
second stage of the tour was to Netherlands, West Germany,
Scandinavia, Yogoslavia, Switzerland, Italy, Lebanon and
Israel. The aim was to explore the possibilities of
expanding trade between Nigeria and the countries visited
and to facilitate the flow of investment capital into both
private and public sectors of the Nigerian economy and
widen the scope of technical assistance.

In view of the number of missions by Mynisters of
the various governments in the past, it is not clecar why
all those countries mentioned, some of which have been
visited before, should have becen on the itinecrary for the
most recent Mission, Nor is it clear that a team contain-
ing so many people is the best organisation for discussing
investment in specific industries. It would seem that
permanent officials rather than Ministers would be the
most suitable people to visit other countries with a view
to establishing commercial contacts. The three Regional
Governments have all recently published guides to invest-
ment possibilities in their respective regions, 1 and
negotiations are at present under way for the establish-
ment of a considerable number of enterprises. There are,
it would seem, many projects under consideration, for the
Federation of British Industries in its report mentioned
that the Minister of Commerce had been urged to "undertake
a fresh review of the backlog of cases (being considered
for pioneer certificates) already in his hands, and to

(1) Investment Opportunitics in Eastern Nigeria, prepared
by the Economist Intelligence Unit; Industrialists'
Guide to Northern Nigeria, complled in the Industrial
Section, Office of the Agent-General for Northern Nigeria
in the U.K. and designed and produced by John Brown and
Carden Ltd.; Western Nigeria Gatew to Africg, printed
and published by Patrick Dolan and Associates for the
Government of Western Nigeria.

) 7
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restate his policy in the matter in the simple dbui positive
form we had advocated.”(1) From personal experience, I am
aware of the disappointment expressed by many visiting
businessmen over the lack of essential services at the
Trans-Amadi industrial layout at Port Harcourt. I would
suggest that it is now high time that the efforts of the
Ministers and their staffs were concentrated on the
improvement of facilities in Nigeria itself, including
rationalisation of legislation, and clearly stated poli-
cies on rents, which are more likely to result in increased
foreign investment than are costly foreign tours.

(iii) Public and International Investment

As is the case with private foreign investment, by
virtue of the former solonial ties, forecign public
investment and lending in Nigeria has for long been
prdominantly British. Only four yecars ago, the World
Bank commenced lending, guarantecd by the U.K. Govern-
ment, to Nigeria. During the forthcoming Six-year Plan
it seems likely that public funds from the United States
will far exceed any from either British or international
sources.

The Colonial Development Corporation has, since its
inception, been gquite active in Nigeria. In 1959 it
either owned or participated in 15 companies or projects.(Q)
It has pursued a twin policy of assisting with the pro-
vision of basic cquipment for the economy and of partici-
pating in commercial projects intended to facilitate
economic growth, In its early ventures, the C,D.C. did
not meet with much more success in Nigeria than it did

elsewhere, It was an equal partner with the Nigerian

513 Nigeria and Industrial Reconnaissance, op. cit., p. 37.
2) Colonial Development Corporation, Report and Accounts
1959, House of Commons Paper No, 211 1960, p. 92.
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Gevernnent in the managément of the unsuccessful Niger
Agricultural Project Ltd. at Mokwa, subscribed capital

for which was £450,000, Baldwin considers however that

if the projecct is viewed from its value from the research
point of view rather than from the profitability aspect,
the expenditurc will not have been wasted, provided the
lessons are learned.(1 Another Company, The West African
Fisheries, was closed in 1953 after an unsuccessful attempt
to develop a trawling industry, In 1950, the Corporation
Joined with some Nigerian and expatriate interests to

form Omo Sawmills of Nigeria Ltd. to operate forest
concessions in Western Nigeria. The cumulative loss to
31st December 1959 was £112,001, Profit for 1959 was

£11 4

The World Bank Report refers to the case of a factory
planned at Onitsha in 1950 to make two million 1lbs. of
cotton yarn and six million Jute sacks annually. The
scheme was abandoned in 1953, as rccommended in an
independent technical report made two years earlier,
but not until £300,000 of the planned expenditure of
£990,000 has been,wasted.(B)

By far the most profitable of the Corporation’s
ventures has been its investment in the Nigerian Cement
Company Limited, although it has only 187,500 of the
1.75 million £1 shares, L) The first full financial
year's trading to 31st March 1959 resulted in a net
profit of £423%,679; an interim divident of 73 per cent
was followed by a final of 2% per cent in November 1959,
Incidentally, this project is by far the most successful

(1) K.D.S. Baldwin, The Niger Agricultural Project,
Blackwell 1957, p. 183.

%2) C.D.C. 0P« Cit., Pe 99r

3) I.B.R.D., The Economic Development of Nigeria, Johns
Hopkins, 1955, pp. 384 and 386.

(4) c.D.C. op cit., p. 98.
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of any in which the Governments of the Federation have
invested., The first yecar's net profit reflected a profit
of almost L/- on each bag of cement. This profit was
made possible by the cost of thce large quantities of
cement still imported and was achieved despite a consi-
derable lowering of the price of cement inlend from the
ports. At the end of 1953, while the cost of cement
dockside at Port Harcourt was 13/6, prices were 16/- at
Onitsha and 18/6 at Enugu.(1) Today, prices in Enugu
are around 10/6 per hundredweight bag.

Although the Southern Cameroons is no longer in
Nigeria, it is worth noting that the C.D.C, has under-
taken to invest up to £3 million to finance development
of Cameroons Development Corporation plantations, In
Nigeria, the C.D.C, is participatin equally in Ilushin
Estates Ltd. with the Wcst African Joint Agency and the
Western Nigeria Development Corporation. When fully
paid up, the C.D,C, share in this enterprise, which
plans to grow 5,000 acres of rubber, will be £265,000,
The C.D.C. owns the grcater part of Coast Construction
(Nige ia) Ltd, which has established a reputation for
fine performance on Federal road contracts. However, it
made a loss of £61,445 in 1958 and £30,890 in 1959.(2)

At Ikeja Industrial Estate, being opened up by the
Western Region Housing Corporation, the C.D.C. will make
available up to £500,000 for loans on mortgage for new
factories. The Corporation has intercsts in housing
developments and hotel companies and in land reclamation
and development, but perhaps the most interesting ventures
of recent years are in various companies which have been
established to help foster investment. The Industrial
and Agricultural Company Ltd. was opened in Enugu in

513 I.B.R.D. op. cit., p. 396.
2) C.D.G. op,. Cit,s D 95,
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Eastern Nigeria in October 1959. The share capital will
eventually bve 21,036,000 held by the C.D.C. and the
Eastern Nigeria Government in the ratio of 32 to 68.
The purpose of the company is "to assist the economice
development of Eastern Nigeria by investigating,
initiating and supporting commercial schemes in
industry and agriculture." 1) The Corporation also
holds 100,000 shares of issued share capital of one
million shares in the Investment Company of Nigeria Ltd.,
sponsored by the Commonwealth Development Finance Company
Ltd., at the request of the Nigerian Federal Government
to stimulate and assist industrial investment in Nigeria.(z)
g set up by the C.D.C.

(3)

now independent, no new funds will be available for

Another development company is bein
and the Northern Region Government. Since Nigeria is
commitment and it appears that the investment in the
development companies is an attempt to provide some
assistance for the near future without yet having to
take a decision as to what projects the funds are to be
invested in.

United ¥ingdom Colonial Development and Welfare grants
have been discussed in Chapter IV. These will not, of
course, continue now that Nigeria is independent. 1In any
case, the results of large doses of free money can be
decidedly unhealthy for both recipient and donor. Once
they begin, they may become regarded by the recipient
country as their due and consequently, should the flow
begin to slagken, the grantor becomes decidedly unpopular.
The recent offer by the U.K. Government to subsidise the
cost of employing British personnel in Nigeria, has been
rejected by the various governments. Tor it is felt that

2) Tbid.

?15 CeDisCa Op €ty P 96
3) Economic Survey of Nigepia 1959, op. cit., pe. 67
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such subsidies may result in divided loyealties on the
part of expatriste civil servants snd that it would also
be rather humuliating for a newly independent nation to
accept such charity. An editorial in West Africa has

suggested that, had the offer becen made and considered
prior to independence, it might have been more accepta-
ble.(l) Other forms of assistance such as scholarships,
are very welcome, for Nigerie has far more candidates
eligible for entry into her universities than she can

provide with scholarships or places.

Borrowing money abroad is probably the most
acceptable form of obtaining external assistance for
the development effort. The Commonwealth Assistance and
Exchequer Loans obtained on October 1st, 1960 have
already been discussed. Chief Awolowo, the leader of
the Opposition in the FPederal House criticised the
"borrowing spree" during the debate on the 1960/61
Estimates. By 1960, the Federal Government would have
borrowed £39 million. But such a level of external
public debt is very inconsiderable and the charge on
public revenue is still light compared to that of most
countries. Of course, as the internal public debt rises,
care will have to be taken to ensure that the economy is
not saddled with a very high service commitment. Frequent
criticisms have been made of foreign borrowing while
Nigeria's sterling balances were so high. However, those
balances are now falling as the balance of trade moves
against Nigeria and as cocoa prices slump. Provided
the loans are utilised for projects which will bring a
high return to the economy, no fears nced be entertained
about the level of public debt. This proviso is an

(1) There is a rumour that the subject has recently been
reopened.



w AYe =

important one and several more instances of over-
expenditure and mismanagement as occurred on the Ijebu
Ode = Benin road project mentioned in Chapter III would
result in a situation where the economy was forced to

" pay highly for the temporary relief of loans ill-spent.

International organisations are another source of
economic assistance which Nigeria may be expected to use
more in future than she has in the past. The United
Nations Special 7und is currently aiding investigation
of the proposed multi-purpose dam on the Niger, which
the government hopes to be the central feature of the
next development plan. The World Rank provided a loan
of £10 million for the railway extension in North-Eastern
Nigeria and Eugene Black and other representatives of
the Bank visited Nigeria last year, lending support
to the view that further assistance will soon be sought
from this quarter. The United Nations Technical Assis-
tance Board voted £450,000 for technical assistance to
Nigeria in 1961/62.

The various six=year development plans have not
yet been published in detail although some brief state-
ments have appeared in the press, noting that there will
be considerable emphasis on both agricultural and
industrial development and that a very large part of
the foreign assistance requircd is likely to come
from the United 3tates. Already the Agency for
International Development has awarded a very large
contract to the firm of Arthur D. Little to act as their
industrial consultants in Nigeria.

It seems quite clear that the United States Govern-
ment is making an early bid to capture the political
allegiance of Nigeria. Even if much of the capital
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provided by the United States is in the form of grants
or low interest bearing loans, many of the projects
will require heavy recurrent expenditure once they have
been established, and these current funds may not be
found from within the economy for a good number of
years to come. The only likely source is the donor

off the original capital., It is to be assumed that
Nigerian politicians on both sides of the Federal
House are aware of these implications, but little
comment has yet been aroused. The dependence on the
United States may result in considerable friction in
the near future and may well be responsible for the
formation of political parties on more ideological
lines than at present.



w: 14 =

CHAPTER VI

Conclusion

The very small but rapidly growing industrial sector
has cau.ght the imagination of politieians and others
responsible for spending government revenues. In some
instances the growth in domestic production has been
quite startling. The expansion of locally manufactured
cement provides a ready example. The FNigerian Cement
Company Works at Nkalagu produced 96,000 tons of cement
in 19568, 1In October 1960, it began producing at the
rate of 220,000 tons per annum and a second extension
to bring capacity to over 300,000 tons has recently
been approved. 1In 1960, the West African Portland
Cement Company at Ewekoro began producing at the rate
of 200,000 tons per annum. Only in 1961 did imports
of cememnt begin to decline somewhzt constantly rising
residentianl and commercial construction and projects like
the $roposed Niger Dam which would alone use 300,000 tons
of cement, provide a guarsntee of support to an expanded
domestic industry in the next few years.

A textile mill in Northern Nigeria, begun only in
1958 is currently producing about 32 million yards of
cloth, while that being built at Ikeja in Western
Nigeria will have a capacity of 18 million yards per
annum. Large mills are being built at Onitsha and Aba
in the East. There is emple room for continued expansion.
Cotton production is growing in Northern Nigeriz and in
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1960 imports of cotton meterials amounted to 208 million
square yards worth £22 million.(l)

Two factories capitslised at £5 million are being
built in Western end Eastern Nigeria to produce rubber
tyres and tubes., Locally produced building materials,
reconstituted milk products, mergarine, canned food,
soft drinks, beer, furniture, shoes, steel drums and
tanks, have all recently made their appearance and
80 many projects are at present beinzg mooted that it
is difficult to forccast future industriel growth.

If agriculturel improvement is made the centre of ihe
new 8ix~year Development Plans, no doubt there will
be some pe trochemical development based on the new
refinery.

But current interest in the establishment of
secondary industries by foreign investors ought not
to be used to lend weight to the argument that
industrialisation is the answer to economic growth.
Statements suggesting this abound. For example, N,
Chukwuemeka considers that "... for an undeveloped
country like ours, industrialisation overshadows all
other aspects of economic planning."(g) Such statements
are evidence of wishful thinking. L5y comparing the
economies of most poor countries with most rich ones
it is immediately evident that the rich countries
support large scale industry while, as & rule, the
poor do not. It is too easy to conclude from this
that industrialisation is a sine gqua non of economic

(1) Digest of Statistics

(2) Industrialisstion of Nigeria, Washington D.C.
1951, p. 4.
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development. While, as has been seen, the general
reliance on an agricultural economy whose products are
subject to the vicissitudes of a world market where

the terms of trade tend to favour the producers of
menufeactured goods, is decidedly hazardous, the
immediaete solution to this state of affairs is not an
all out attempt at industrialisation. In the first
place, where are the resources to finance such a step?
They must, obviously, come from eithecr within or without
the economy. If from within, then they can only be
provided by agriculturel surpluses., This, as was shown
in chapters III and IV has been one of the main sources
of finance for government sponsored development in
Nigerie in the post-war period. But, as was also
indicated, most of this revenue was used for gcneral
development of basic services and & little was put
back into agriculture, Not more than £20 million has
been spent by public agencies on industrial develop-
ment in the post-war period. Some of that, as for
eXample, the investment in Lafia cannery cited in
chapter III, hes been wasted. A few thousand people
only have becen given employment in those industries.
Considerable investment by foreign private enterprisec
has been mentioned, but elthough & start has been made
in the building of an industrial sector of the economy,

the base remains agricultural.

Part of the difficulty in the way of rapid
industrialisation lies in the high capitel intensity of
modern industry. In 1954 the United Africa Company
conducted investigations into the initial capital
required per worker in various industiries.



W iy i S

Below are some of the results:

; Initial fixed and working
Project capltal required per worker
£
Cement works A 155150
Cement works B 6,500
Vehicle Assembly Plant 3,000
Flastics Factory 2,800
Textile Mill 1,375
Canning Factory 550
Singlet Factory 100 (excludes
working
capital)

ource: UsA.C., Statistical and Economic Review
No, 23, September, 1959, p. b,

Professor Lewis made what he considered to be a
conservative estimatc of £1,000 cepital investment required
per industrial worker in Ghana in 1953.(1) Inflationary
tendencies must have incrcased this considerghbly eince,
The new textile factory at Ikeje will employ an estimated
total of 1,000 workers at a cost of £1,750 per head.
Thus, for investment in industry to have any significant
effect on employment in Nigeria, the capital outlay would
have to be enormous. It is estimated that all persons
employed by government and by private businesses with
more than ten employees numbered 447,370 in 1956 and
L72,695 in 1958, There was thus a net increase of 25,000

(1) WA, Lewis, Report on Industrialisetion and the Gold
Coast, Accra 1953,
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in these cetegories in three yecers. Employment in
manufacturing industry incrcascd by just over 11,000,
while almost 9,000 jobs were made availaeble in planta-
tion agriculture. Opposite is @& breakdown by industry
groups for the four years 1956 to 1959.

A brief look at figures such as this suggest
that the line of development to be pursued may not
be as self-evident as the Premier of Eastern Nigeris
claimed when laying the foundation stone of an iron and
steel rerolling mill in early 1961. The following extract
from his speech shows an attitude of mind very common
among enthusiastic developers with little knowledge
of the technical aspects of the projects they espouse:
"While therefore we agree thet it may be prudent
to give careful consideration to the leayning of
experts, there are some cases in which the line
to be pursued appears to us to be completely
self-evident. In such cases it is our duty to
destroy the peralysis the experts' yellow files

have injected into the country's industrialisa-—
tion progremme."

It is interesting to note that this very factory should
have begun production in December 1961 but in April
1962 it was still not ready.

Dr. Aluko hes remarked(l) "How often do we find
that poor countries desire up-to-date factories,
parliaments, buildings, universities and other
trappings of a modern nation, not so much for the
strictly material returns they are expected to yield,

B T -

(1) S.A. Aluko, Economics in an Immeture Society,
Nigerian Journal of Economics and Social
Studies, Vol. 2, No. 1, 1961,
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gs for the faot thet they ere lazken a8 synhols of
national prestige and economic developmenta...."

If the reason for misplaced emphasis is an
inferiority complex rather then ignorance, there

is hope that prudence will impose restraints before
public investment becomes too distorted. All
indieations are that the new Development Progremmes,
while shorn of prestige projects, will concentrate
on increasing productivity in egriculture.

"At any time, in any country, rich or poor, there
is a conflict between the demends of growth itself
and the demands which growth is supposecd to serve."(l)
Although Nigerie, 1like other underdeveloped countries,
is anxious to achieve gs rapid a rate of economic
growth as possible, it should not be thought that
this rate will be so rapid that there will be
economic transformation overnight. The financial
limitations to increased employment in what may be
called the modern sector of the economy, whether
in industry or in plaentation agriculture, which tends
to be highly cepital intensive, have been pointed
out.s It has been suggested that a2 more radical
approach to the problem of modernising the atomised,
predominantly peasant, agriculture might achieve
startling results.' 2’ But it is realised that the
problems of communicating the possibilities of new
methods to the illiterete farmer, although not
insuperable, are extremely difficult. The prospects of

(1) Eugene Black, The Diglomac% of BEconomic Development,
Harvard University Press, 1960, p. .

(2) For exemple, whereas the aversge yield of cassava in
Nigeries is about four tons per acre, new varieties
have been produced yielding up to 30 tons, while new
varieties of yam yield up to 9 tons per acre compared
with the normal yield of two or three tons. See
Nigeria Trade Journal, Septernber 1960, p. 61.
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the growth of cooperative activity among producers
and of raising community develocpment work to the
level of a nationel campaign heve been mentioned.

It is clear that there are meny possibilities of
growth in the Nigcrian economy and thet there is a
growing awareness that repid economic growvth implies
a choice between more or less productive ways of
utilising seving, which, although smell, is growing.
But the 'demends which srowth is supposed to serve'
are also growing and because of this, policy which
involves restrictions on social services and
' consumer services' such as health services and
primery education will not be made easily., Here lies
the diffieculty; for it is diffiecult and. probably
impossible to decide how much primary education
the economy can afford and how much is necessary for
increased growth. It is of course, in a wider sense,
desirable thet everybody benefits from et least
primary education, but when primary education costs
take up more than half the Government's annual budget,
as they do in Eastern Nigeria, or almost hsglf, as in
Western Nigerie, it is evident that universel primary
education is being provided only at the expense of
other services which may have & stronger case if the
criterion for public expenditure is rapid economic
growth.

There is & great denger thet with the beginnings
of industrieslisation & realisstion of the possibilities
of economic development will force itself on the mind
of the average peasant long before the process has
been eble to ebsorb a large proportion of the lebour
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force or have much effect on the mass of the popula-
tion apart from o psychological one. The saving

factor may, perversely enough, be the structure of
Nigerian society with its general lack of class
berriers and the social mixing of all groups, whether
Ministers of State or farmers and lebourers, This and
the systems of redistribution of income among menmbers
of the c¢xtended family which was referred to in
Cheapter II helps to blur the otherwise very high income
differentials which are present in Nigeria todaye.

In conclusion, it mey be said that Nigeria,
although poor, has considereble potential for develop-
ment both by effectively utilising growing domestic
savings and attracting external investment.

"Probebly at no previous time in history has
there been available such a network of private and
public internationeal agencies seeking to assist in
the exploitation of the natural resources of the
world and experimenting in the problems of training
end technique in order to do so."(l) It is up to
the Nigerian governments to ensure that they take
every advantage of the opportunities available, but
in the last analysis, economic development will
depend on internal efforts to crezate & society
receptive to innovetions and with a consistent
attitude towards development problems. At this stage,

(1) s.H. Frankel, "Economic Aspects of Political
Independence in Africa', Oversea Quarterly,
Decenber 1960, p. 107, Reprinted from
International Affairs, October 1960).
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as I suggested in Chapter III, government has the
greatest part to play in directing expenditure into
channels which will affect everyone, not least the
peasant farmer who is the backbone of the Nigerian

economy .
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