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N!JERIA - COUNTRY PROGRAM PAPER 

Postscript 

45. The Country Program Paper was reviewed by Mr. MCNamara on 
April 14, 1975. The following conclusions were reached: 

(a) The Bank should be ready to continue assisting Nigeria in the 
implementation of its development objectives during the transitional period 
of surplus oil revenues so long as the Government welcomed ~he Bank's support, 
but i..he assignment of scarce staff resources on the scale proposed in the CPP, 
including the maintenance of a resident mission in Lagos, could only be 
justified if the Bank were to be more substantially involved than it had been 
in the recent past. It was important therefore to establish more clearly 
what the Nigerian Government wanted from the Bank, and to see whether the Bank 
could provide it without departing from its usual project standards. Continued 
Bank lending to Nigeria as recommended in the CPP was justified, subject to the 
above qualifications and satisfactory borrowing arrangements between the Bank 
and Nigeria. ' 

(b) An aide-memoir~ outlining the Bank's position on lending to 
and borrowing from Nigeria should be prepared and discussed with the Chairman 
and others as a basis for Mr. Chaufournier's forthcoming discussions with the 
Government in Lagos. 

46. ~egarding Bank borrowing from Nigeria, the Chairman's opinion was 
that: 

{i) Bank lending, measured on a commitment basis, had to 'be at least 
offset by Nigerian loans to the Bank. Given the likelihood that Nigeria would 
continue to accumulate foreign exchange reserves at least through 1980, a 
formal offset arrangement would 'ue preferable to the rather loose uncierstanding · 
envisaged in the CPP. The Bank'o objective over the next few years should be 
to borrow substantially more from Nigeria than it was lending to it. ~ 

(ii) The Bank would normally expect to pay the market rate of 
interest on its borrowings in Nigeria. However, if the Bank's own lending 
rate vas lower than the market rate, this lower rate should be applied to 
borrowings from Nigeria to the extent necessary to match the amount or Bank 
lending to Nigeria. The maturi~ies of these borrowings could rea£onably be 
reduced, as Nigeria's ·reserve accumUlation slowed down. 

Western Africa Regional Office 
Country Programs Department I 
April 22, 1975 

' . 
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COUNTRY PROORAM PAPER 

NIGERIA 

IBRD/IDA Lending Program ~$ million) 
FY64-68 FY69-73 FY74-7 FY76-8o 

1974 Population: 73 million 
1974 per cap. GNP: $250 1/ 
Current Pop. Growth Rate: 2.6% p.a. 

Current exchange rate: Ml = US$1.62 
:N0.617 = $1.00 

IBRD 
IDA 

Total 

1L4.o 
35.5 

179.5 

326.9 627.0 619.0 

326.9 627.0 619.0 

Annual Average Per Capita ($) 

IBRD 
IDA 

0.42 
.10 

.93 1.62 

1/ Based on a population estimate of 73 million (extrapolated from 1963 
census). This estimate differs from Bank Atlas figures (1972 popula
tion 69.5 million; GNP per capita: $130). 

INTRODUCTION 

1. Expanded Bank activities in Nigeria began only in 1970, 
at the end of the Nigerian civil war which had prevented Nigeria's 
earlier participation in the expansion of Bank operations in 
developing countries. In 1970 and 1971, a basic economic mission 
and missions in agriculture, education, transport and other 
infrastructure sectors, visited Nigeria to assess the country's 
economic prospects and to identify areas of possible Bank involve
ment. Already at that time it was clear that the country had the 
potential for rapid and sustained economic growth unhampered by 
the usual constraints of limited savings and foreign exchange. At 
the Country Program Note meeting in April 1972, and the subsequent 

1.58 

Note: In current terms, the proposed FY74-78 program is $627 million as 
compared with $895 million for the same period, approved in December 
1972. In constant (FY74) dollars, the proposed FY74-78 program is 
$513.3 million which is 41 percent less than the last approved 
program of $869.6 million. Annual average per capita commitments 
in real terms for FY75-79 would be $1.38 compared with $1.15 
during FY69-73. 
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more detailed Country Program Paper meeting in December 1972, it was 
agreed that substantial Bank lending to Nigeria was ,justified on the 
basis of its low level of per capita income, its creditworthiness and 
the need to improve the country's capacity to implement public invest
ment projects. It was also agreed that, in line with Nigeria's deve
lopment priorities, the primary objective of Bank activities would be 
to assist the Government to expand investment over the broad range of 
sectors and regions necessary for sustained and balanced economic growth 
and, in this connection to provide substantial technical and institu
tion-building assistance. 

2. These fundamental considerations remain unc.hanged today. As 
the leading international institution engaged in promoting economic 
development, the Bank cannot be disinterested in a co\u~ry which has 
the eighth or ninth largest population in the developing world and far 
and away the largest in Africa. While Nigeria's nominal GNP at current 
prices has doubed in the past two years as a result of the increase in 
petroleum prices and general world inflation, most of the addition to 
real national income has gone into reserves, and the consumption levels 
of the mass of the population remain low even by African standards. 
Justification for the Bank's continued lending to Nigeria turns essential
ly on whether such lending can contribute something useful to the process 
of increasing efficiency, raising production and incomes and reducing 
inequities in the non-oil sectors. We believe it can. In theory, given 
the abundance of oil revenues, the Bank might be able to achieve this 
result without lending. In practice, because of the attitudes of the 
Federal Government and the complex political relationship between the 
Center and the . States, it is our judgement that the Bank cannot have any 
significant influence on the development process in Nigeria unless it 
maintains a substantial lending program. 

3. Nevertheless, the dramatic rise in oil prices since the last 
CPP was reviewed has greatly increased the certainty, the absolute 
magnitude and probably also the duration of the country's resource 
surpluses. This development, while it should not affect the longer
term considerations governing Bank operations, has ne~essitated 
certain short-term adjustments in these operations and, in particular, 
Bank-Nigeria financial relations. It is, therefore, opportune and 
necessary now to review with the Government the Bank's operation and 
financial policies towards Nigeria over the coming five years which 
coincides with t~? period of the Third National Development Plan. The 
Region has agreed with the Government to hold these discus~ions at the 
end of April 1975. The purpose of this paper is to request Management's 
approval of the proposals which the Region intends to discuss with the 
Government. Since we are at this point concerned mainly with the general 



\ 
-3-

direction of policy governing our relations with Nigeria, the paper 
does not include the usual detailed discussion of sectors and proposed 
projects. 

(A) RECENT ECONOMIC AND POLITICAL DEVELOPMENTS 

4. During the past two years, Nigeria has asswned an increasingly 
significant role both regionally and internat ionally. The primary 
factor in this connection, apart from its size and population, has been 
its rapidly growing economic influence derived from the recent increases 
in oil prices; in gross terms, Nigeria's GNP, of the order of $20 billion, 
is now by far the largest in Africa, excluding South Africa, about twice 
that of Egypt and ten times that of Ethiopia, Kenya, Ghana and Ivory 
Coast. Nigeria is now regarded by many of its neighbours as a potential 
source of development assistance, although its specific intentions in 
this regard remain to be defined. General Gowan's address to the United 
Nations General Assembly as (then) Chairman of the Organization of 
African Unity (OAU) and his successful State visits to the U.K., U.S.S.R. 
and the People's Republic of China in 1973 and 1974 also underline 
Nigeria's intention and increasing ability to play a ~ore prominent role 
on the international scene. 

S. In contrast to these manifestations of Nigeria's emerging 
international stature, internal political developments have more 
recently become a major concern of the Federal Military Government 
(FMG). Specifically, the orderly evolution of a viable political 
system foreseen in General Gowan's nine point program of necessary 
preconditions and guidelines for a return to civilian rule by 1976 
suffered a setback in 1974 with the announcement of provisional results 
of the 1973 population census. The outcome of this particular census 
was important for several reasons: it would confirm the accuracy or 
inaccuracy of the controversial 1963 census; it would determine the 
future distribution of Federal revenues among the States and, in a 
future civilian regime, presumably each State's parliamentary repre
sentation at the Federal level; and it would form the basis for the 
creation of more States by ethnic or provincial groups not satisfied 
with the current twelve State structure. Furthermore, the military 
regime was anxious to demonstrate that what preceding civilian regimes 
had bungled very badly would not be repeated under its rule; its 
legitimacy would be greatly enhanced if the census were "controversy 
free" and its result widely accepted at home and unsuspected abroa(!. 
In the event, substantial physical and human resources were mobilized 
to mount an apparently effective and efficient operation. However, 
when the provisional outcome was announced in May 1974, the preliminary 
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total and State-by-State figures produced not only a much higher 
population (about 80 million) than had been expected, but also widely 
diverging growth rates among the different States. While all the 
Southern States except Lagos showed very low and in some cases negative 
growth rates during 1963-73, the six Northern States showed population 
increases ranging from 50 to 100 percent. Although General Gowon 
specifically emphasized the provisional nature of the results, ordered 
extensive post-enumeration counts and postponed publication of the 
final outcome, the preliminary estimates, not surprisingly, have 
already generated as much controversy and skepticism as the 1963 
census, particularly in the South and West. In the circumstances, it 
is difficult at this point to see how a nationally acceptable and 
reliable set of current population data will be achieved. 

6. On October 1, 1974, Nigeria's political direction took a 
completely new turn. It had become increasingly obvious during 1974 
that relations between the military regime and its supporters among 
the press, the universities and the trade unions had been deteriorating 
and, following the census, that latent regional and tribal divisions 
were once more coming to the surface. Citing these and other reasons 
and maintaining that 11it will be utterly irresponsible (for the military) 
to leave the nation in the lurch by a precipitate withdrawal which will 
certainly throw the nation back into confusion," General Gowon, in his 
1974 Independence Day address, announced that the return to civilian 
rule originally scheduled for 1976 would be postponed indefinitely, 
that the ban on political organization and activity would continue 
indefinitely, and that the existing twelve State federation would be 
further subdivided by the creation of new States at a later date. In 
addition, the military presence in the Federal Government was further 
strengthened by the announced replacement of civilian Federal Commis
sioners by military officers in the Federal Executive Council (or 
cabinet) to be effective in January 1, 1975,1/ 8nd by the appointment 
of a new team of Military Governors in the States to be effective in 
April 1975. It is evident therefore that the military regime intends 
to remain in power for some time, and that the political vacuum that 
began with the military coup d'etat in 1966 is likely to continue 
indefinitely. Following General Gowen's October 1 speech, there have 
been increasing signs of heightened political tension; for example, 

1/ While most ci,~1 ian Federal Commissioners were indeed replaced by 
military personnel in January 1975, the existing Commissioners in 
the key Ministries of External Affairs, Economic Development, Finance 
and Mines and Power were all reappointed for a further three-year 
term. 



-5-

relations between the regime and the most articulate segments of the 
society, particularly university students and trade unions, seem to 
have further deteriorated, leading to frequent public confrontations 
and minor civil disturbances. 

7. In the absence of any visible progress towards the establish-
ment of a viable political and constitutional framework, the present 
military regime is increasingly using its commitment to economic 
growth as the basis for its claims to legitimacy. Reflecting this, 
General Gowen's address on October 1, 1974, was devoted almost 
exclusively, apart from the brief announcement regarding the changes 
in political direction, to the economic achievements of the regime 
since 1970 and to a preview of its Third National Development Plan. 
In many respects, the Third Plan has become the new political mani
festo of the military regime, with a new team of Federal Commissioners 
and State Governors charged with its implementation. 

8. As documented in the Updating Economic Report of August 1974 
and summarized in the President's Reports associated with the various 
agricultural projects presented to the Board in December 1974, economic 
progress in Nigeria since 1970 has indeed been impressive. While 
fortuitous external developments have been mainly responsible, the 
post-civil war record of economic management and a modest improvement 
in public sector executive capacity during the Second Plan (1970-1974) 
have been commendable achievements of the present regime. The already 
rapid momentum of growth will now be accelerated further within the 
framework of the Third National Development Plan, by far the most 
ambitious development planning effort in Nigeria to date. 

9. The Plan will cover the period from April 19?5 through March 
1980. Economic growth, in real terms, is projected to be of the order 
of 9 percent per annum, with per capita income increasing to twice 
the current level of $250 by the mid-1980s. These are ambitious but 
not unrealistic targets and are consistent with the Bank's assessment 
of the economy's potential. Although executive capacity is expected 
to remain a major determinant of the actual size and efficiency of 
the investment program, development will be unhampered by the usual 
constraints of savings and foreign exchange. Reserves at the end of 
the Third Plan (1980/81)--may lie in the vicinity of $24 - 25 billion, 
or the equivalent of 14 - 15 month's worth of imports. However, the 
accumulation of reserves may well have ceased by the end of the 
seventies and the projected trend of imports and export may result in 
a re-appearance of a deficit on current account in 1980 leading tv a 
draw-down of reserves. In the normal course of events and in the light 
of currently discernible trends, the projections show (see Attachment 
S2) the likelihood of Nigeria becoming again a net capital importer 
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in the early eighties. Exactly when and to what extent this will occur, 
depends largely on future oil prices and internal policies, notably 
those affecting the growth of public expenditure. 

10. The "nominal allocations" for the public sector, amounting to 
$53.4 billion, in the Third Plan have been announced as follows: 

Sector 

Economic Sector 

Agriculture 3/ 
Mining & Quarrying 
Manufacturing 
Commerce and Finance 
Power 
Transport 
Cornmunications 

Regional Development 

Sewerage 
Housing 
Town and Country Planning 
Cooperation and 

Community Development 
Water Supply 

Social Services 

Education 
Health 
Information 
Labor 

Administration 

Defense 
General Administration 

Total 

Amount 
(in $ bil.) 

3.6 
4.4 
8.6 
1.0 
1.8 

11.8 
2.1 

0.6 
2.9 
1.3 

0.3 
1.5 

4.1 
1.3 
0.6 
0.2 

5.5 
1.8 

53.4 

Percent 

6.74 
8.24 

16.ll 
1.87 
3.37 

22.10 
3.93 

1.12 
5.43 
2.44 

0.56 
2.81 

7.68 
2.44 
1.12 
Oo37 

10.30 
3.37 

100.00 

1/ This allocation does not include the rural development investments 
such as agricultural credit, fertilizer subsidies, rural roads, rural 
water supply, etc. 



-7-

The "effective program of investment" 4/ in t he Plan period is estimated 
at M20 billion ($32 billion). This represents two-thirds of total 
projected investment in the economy and is about 14 t~es the comparable 
program or the Second Pl&.n. It will involve average annual expenditure 
in excess of one quarter of present GNP and about 4 times the level 
achieved in 1973/74. 

11. The Plan's development strategy, as reflected in the public 
investment program, may be summarized as follows: 

(a) In industry, which receives the largest sectoral alloca
tion, the objective is to diversify the petroleum industry into down
stream operations such as liquified natural gas, oil refinzries for 
export as well as domestic consumption, fertilizers and other. petroche
mical industries, and to establish basic industries, such as iron and 
steel, cement, pulp and paper. Most of these large-scale projec~s will 
be implemented by expatriate "technical partners," with Government 
retaining majority equity ownership. The State Governments' industrial 
projects are mainly in the agro-allied and building materials industries. 

(b) Investment in power, transport and communications reflects 
mainly the Government's strategy of using this period of temporary 
resource surplus to build up the economic infrastructure necessary for 
long-term self-sustaining economic growtn. Most of the projects in 
these sectors will involve the creation of capacity well in excess or 
immediate requirements. 

(c) Increased supply of public social services at heavily 
subsidized costs is viewed as the major means of distributing the 
immediate benefits of the oil boom to the bulk of the population. 
The core of this program is the Universal Primary Education scheme 
aimed at achieving 100 percent enrollment 1'or primary-age children 
by 1980. Other significant programs include a massive low-cost housing 
program for the major urban centers, and health, water and electric 
supply programs for rural areas. 

(d) Direct investment in agriculture represents sixfold 
increase over the previous Plan's allocation and is a realistic estimate 
of public sector executive capacity. The cost of substantial program 
in agricultural credit, rural electrification, feeder roads construction, 

1:/ Effective program. Total approved program is much larger, bu1.. 
substantial slippages have been assumed. 
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water supply and other social infrastructure which represent the Govern
ment's major efforts to promote rural development are additional to the 
plan allocation for agriculture. Investment in agriculture is regarded 
as primarily the responsibility of the private sector, particularly 
smallholder farmers; and, as a means of providing added incentives for 
private investment, producer prices have been substantially increased. 
The plan allocation for agriculture is therefore limited to the develop
ment of several major river basins for large-scale a~ well as smallholder 
farming; an accelerated food crop development program aimed at adopting 
and disseminating modern farming techniques to smallholder farmers; 
programs to improve input distribution and marketing of food and export 
crops; and the several agricultural development projects with which the 
Bank is associated. 

12. Given the unique circumstances of the Nigerian economy over 
the Third Plan period, the Government's investment strategy seems, by 
and large, sensible and pragmatic. Its program for large-scale indust
ries is disproportionately large compared to the overall program, but 
projects in these areas will not make major claims on scarce domestic 
executive capacity. Since the opportunity cost of capital in the 
economy as a whole is unusually low, deliberate planning for excess 
capacity can be expected. The social sector program is poll tically the 
most important part of the Third Plan. Social services have been neg
lected for a long time in Nigeria and social infrastructure is grossly 
inadequate even compared to most African countries. The timely and 
efficient implementation of the large social sector program is 
necessary not only to meet urgent needs; it has now become the main 
yardstick by which the success or otherwise of the present regime's 
professed intentiuns of ensuring that the bulk of the population share 
in the riches made available by the oil sector will be judged. Never
theless, this is only a beginning to the inherently difficult task of 
improving the quality of life in rural areas and slowing down the rate 
of urban migration. The proposed allocation for the health program 
appears to be small in relation to the overall Plan. 

lJ. The Third Plan also marks the Government's increasing recogni-
tion of the country's rapidly changed economic circumstances. Specifical
ly, the importance of efficiently managing the country's surplus resources 
is now receiving increased attention. In physical terms1 while produc
tion reached a peak of 2.3 million bls/day in October 1974 but dec-
lined to 1.9 millton bls/day in January-February 197S, representing about 
80 percent of capacity, the country obviously has the potential to 
increase crude oil production from the current level to about 3.0 
million bls/day in 1980. In this connection, conservation is being 
considered by the Government, which now has a majority share in all 
oil production companies. The actual level of production is likely to 
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be govern by international market conditions and the country's resource 
requirements. If oil prices increase according to present Bank projec
tions during the next five years, and the country continues to find it 
difficult to obtain a reasonable return on its external reserves, it is 
probable that output will be maintained at close to the current level. 
Nigeria is also becoming increasingly active in OPEC, which is currently 
headed by the former Director of the Petroleum Division of its Ministry 
of Mines and Power. In pricing, Nigeria has some influence in determin
ing the prices for low-sulphur crudes of which it is now the major export
er, but its role in OPEC in the determination of the overall price struc
ture remains small. 

14. The financial arrangements for the Third Plan involve a 
substantial and very important change in the Federal/State revenue 
sharinp; system. Specifically, the Head of State announced that "as 
from the lst of April 1975 all portions of Customs and Excise duties 
formerly payable to State Governments on the basis of derivation would 
be payable to the Distributable Pool Account; the percentage of royal
ties payable to State Governments on the basis of derivation would be 
reduced from 45 percent to 40 percent and the Federal Government will 
surrender its entire share of both on-shore and off-shore royalties 
into the Distributable Pool Account. Allocations to State Governments 
from the Distributable Pool Account will be on the formula of 50 percent 
on the basis of population and 50 percent on the basis of equity." 
These changes are intended to ensure that, during the Third Plan period, 
the States would be able to generate sufficient budgetary surpluses 
to finance about two-thirds of their investment program, thus correcting 
the anomalous situation during the Second Plan whereby State investment 
programs were beii~ postponed because of financial constraints while the 
Federal Government was accumulating large surplus resources. Another 
significant government decision in this connection is t.hat revenue 
sharing will henceforth be considered an integral part of economic 
planning and not, as hitherto, a constitutional issue; specifically, 
revenue will in future be allocated among the various Governments of 
the Federation according to their needs and ability to finance their 
approved development programs. This decision is concrete evidence of 
the present regime's intention to de-emphasize political and constitu
tional considerations in favor of economic needs and administrative 
convenience. 

15. The Plan, recognizing that executive capacity will remain the 
major constraint to growth, includes several proposals to streamline 
project implementation, including procurement procedures, to facilitate 
the production and import of essential raw materials and capital goods, 
and to provide extensive training for high-level manpower. Limitations 
on the use of expatriates for high priority investment projects will also 
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be relaxed. A more far-reaching effort in this general direction has 
been the so-called Udoji Commission. In recognition of the much more 
important role that the public sector will have to assume during the 
Third Plan than hitherto, a public service review commission under 
Chief Udoji was appointed two years ago to examine the federal and 
state civil services, statutory corporations, the police, judiciary, 
universities and schools. Its report, published in December 1974, 
recommended widespread reorganization, including introduction of the 
principle of promotion by merit rather than seniority, management 
training scnemes, a unified salary structure and salary increases 
averaging about 60 percent. Unfortunately, most attention has so far 
been concentrated on the new salary scales; dissatisfaction with the 
restructuring of salary scales, primarily among the professional and 
technical grades, quickly escalated into a series of so-called 
"industrial actions" in January 1975 (strikes are officially outlawed) 
resulting in serious disruption to essential services and the threat 
of civil disturbances. Employees in the private sector subsequently 
demanded and received, to a large e~en~, similar wage increases, 
thereby negating ~he intended change in salary differentials between 
the private and public sector. While the FMG alleged that the labor 
unrest was part of a deliberate plan to undermine the State's 
authority, the strikes were nevertheless effective in that the Govern
ment in the end significantly modified the proposed new salary struc
ture to concede that no one in the public sector should get less than 
JO percent raise. At the moment, the net result of the Udoji Commis
sion's report has been increased political tension and intensified 
inflationary pressures, mainly in the urban ct::nters, with 1"urther 
distor~~ons of cost/price relationships, increased di5parities in rural
urban incomes and decreased competitiveness of domestic industries; the 
more important objective of reorganizing the public sector is, at least 
temporarily, in abeyance. 

16. To summarize, the existing governmental partnership between 
the military and the civil service provides, within the limitations of 
available manpower, a moderately efficient administrative framework 
for the conduct of day-to-day affairs and an encouraging commitment to 
economic growth. This is reflected in the Third Plan which contains 
a fairly sensible and pragmatic public sector investmer.t program and 
a minimum of low priority investment proposals. On the other hand, 
the present regime has so far not demonstrated a capacity to provide 
the kind of le~?.~ship necessary for long-term and more fundamental 
economic, political and social development. For example, ~he T~ird 
Plan's program for rural development is not sufficiently imaginative 
compared with the vast potentials the country possesses in this sector; 
it also has no specific employment creation program, relying mainly on 
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the enlarged public sector investment program to generate additional 
employment opportunities; and, in addition, the Government appears unable, 
or unwilling, to consider anything but short-tenn expedients in its poli
cies towards the private sector. 

17. Nigeria 1 s current economic prosperity has obscured to a large 
extent a strong undercurrent of social unrest. Moreover, the absence of 
financial constraints appears to have encouraged the Government to solve 
immediate political difficulties by means of generous but expedient 
responses than to seek solutions to long-term social, constitutional 
and economic development problems. While the pre-occupation of the 
articulate elements of the population for the moment seems to be to 
obtain a fair share of the "oil bonanza," their impatience with the 
continuing uncertainty surrounding the nation's political future could 
cause serious difficulties. In the circumstances, the Government is 
likely to be increasingly pre-occupied mainly by these internal 
problems over the next few years. 

(B) EXTERNAL ASSISTANCE 

Background 

18. External financial assistance has never played a major role in 
Nigeria's economic development. While its First National Development 
Plan (1962-1968) projected foreign aid inflows accounting for about 
So percent of the ~otal public investment program, equivalent to appro
ximately US$150 million annually over the six-year period, actual in
flows were considerably less. The political disburbances of 1966 and 
the ensuing civil war virtually halted new project preparation, and 
although some externally financed projects were completed, new aid 
commitments of slightly less than-$150 million only were negotiated 
during the four-year period, 1966-1970. During the two years following 
the end of the civil war in January 1970, Nigeria negotiated new external 
financial assistance of $223 million, of which about half was in the form 
of program loans from the Bank, the United Kingdom, the United States 
and Poland. This quick-disbursing program aid and the accelerated 
implementation of those externally financed projects suspended during 
the civil war resulted in an increase in disbursements in 1971 and 1972, 
but commitments fell sharply thereafter when it became obvious that 
Nigeria's rapidly increasing financial resources would be sufficl~nt 
to finance its own development program. The Bank Group has been and 
remains Nigeria's main source of external assistance and is currently 
the only agency to continue with significant lending. 
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External Debt and Debt Service 

19. Nigeria's creditworthiness is not in question. As of December 31, 
1972, total external public and publicly guaranteed debt amounted to an 
estimated $1,035 million. Debt service in 1974 is estimated at less 
than l percent of gross exports. In view of Nigeria's substantially 
improved resource position, and the attendant uncertainty about the 
level of future borrowing, it is impossible currently to estimate what 
the Bank's share of Nigeria's total outstanding debt or debt service 
will be over the next five years. Although the Bank Group's share of 
total external public debt (including undisbursed) at the end of 1972 
was about 45 percent, this was evidence more of Nigeria's low level of 
external debt ($15 per capita in 1972) than of substantial lending by 
the Bank ($7 .50 per capita, including undisbursed at the end of 1974). 
Debt service is not currently a relevant factor in determining Bank 
lending. 

Requirements 

20. There has been no fundamental change in the nature of Nigeria's 
development problems over the last two years. However, the substantial 
increase in resources have enlarged Nigeria's options and potential for 
development, providing the structural problems can be overcome. In this 
context, Nigeria has expressed the view that Bank assistance has a valu
able role, not so much as a means of transferring financial resources, 
but as a vehicle for technical assistance to prepare and execute invest
ment programs commensurate with the country's potential. In fact, 
assistance to help accelerate investment in the more intractable areas 
such as agricul tu1·e and rural development and to increase executive and 
managerial capacity in the infrastructure sectors is the more urgent as 
the country's resources increase. The Federal Government's attitude 
towards external capital is that it should complement, not compete with 
domestic resources, and this applies to official development assistance 
as well as private investment. It therefore attaches particular impor
tance to projects and programs which act as catalysts to investment 
efforts in the high priority areas, and which increase indigenous capa
bility to control, manage and promote the growth of the economy effi
ciently in the future. It sees the Bank, an independent and effective 
multilateral development agency, as the major source of this type of 
assistance. The UNDP's new five-year country program emphasizes 
assistance to agrtcultural and educational sectors and provides sub
stantially increased activities in industry, regional development, 
health and social welfare. In the meantime, bilateral aid agencies 
(Canada, Germany, Netherlands, and the United Kingdom) are concentrating 
on small but significant technical assistance programs in specific 
sectors, including education, telecommunications and water supply. 
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The Government, diversifying both the source and the nature of its 
technical assistance requirements, has also more recently accepted 
assistance from the U.s.s.R., the People's Republic of China, Romania 
and Yugoslavia. 

Nigeria's Development Assistance 

21. During the past year, Nigeria has become a donor as well as a 
receipient of external aid. Specifically, the Government has already 
indicated its intention of using some of its foreign exchange surplus 
to assist other developing countries, particularly in West Africa. In 
1974, it increased its subscription to the African Development Bank 
and announced that it will no longer seek to borrow from that institution; 
donated $800,000 to the Consultative Group for International Agricultural 
Research, thus becoming the first developing oountry to become a donor; 
contributed $120 million to the IMF Oil Facility and purchased $240 
million of World Bank bonds. During the past year, it has also made 
small direct grants to several African countries suffering from the 
effects of the recent drought. However, absolute amounts of aid remain 
very small. Government policy regarding bilateral assistance to other 
developing countries has obviously not yet crystalized, not lease be
cause some government officials remain unconvinced that Nigeria should 
embark on a bilateral aid program while its own per capita income remains 
below that of many neighboring African countries. Assistance to other 
West African countries also involves political and diplomatic considera
tions, including the various regional proposals for West African economic 
cooperation and integration currently under discussion. While the possi
bility of Nigerian participation in financing of Bank-assisted projects 
in West Africa wa3 broached during recent discussions in Lagos, prospects 
remain limited to a few large projects where the Bank's evaluation of the 
proposals may be valued by Nigeria. On the other hand, Nigeria may wish 
to consult the Bank in connection with its bilateral program, and we 
should be prepared to provide technical advice. 

(C) LENDING PROGRAM 

Past Activities 

22. Bank/IDA lending to Nigeria to date amounts to $672.1 million 
(net of cancellations), excluding three of the recently approved l~ans 
for agriculture ($57.5 million), which are expected to be signed shortly. 
Of this, $395 million was committed during the Second National Develop
ment Plan period. The principal amount of loans and credits disbursed 
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at January 31, l97S, was about $387.S million ( including IDA exchange 
adjustments) leaving an undisbursed balance of effective loans and 
credits of about $214.6 million. Transport and power together account 
for $408 million or about 60 percent of total commitments, and agri
culture, education, industry and the post-war rehabilitation loan 
account for the remaining 40 percent. Assuming early approval of three 
already negotiated oil palm development loans amounting to $6S.S million, 
lending for agriculture alone by the end of FY1976 will account for 
$200.2 million or about 28 percent of total commitments. Gross dis
bursements in FY1974 were about $40 million; however, net transfers 
amounted to only about $9 million. During the current fiscal year, 
the estimated figures are expected to be $S3 million and $17 million, 
respectively. Disbursements are expected to increase substantially 
over the next few years due to the rapid draw down against the remaining 
highway, port and power loans. Thereafter, the rate of disbursements 
will reflect the relatively slow disbursing nature of agriculture 
and education projects which will be the main components of our portfolio. 
The execution of projects, excepting education, has generally been 
satisfactory. 

Lending Strategy 

23. In reviewing the elements of an appropriate lending strategy 
against the background of economic and political developments, both 
domestic and international, during the last eighteen months, and in 
the light of experience gained by Bank activities in Nigeria since the 
last CPP review in December 1972, there are three main considerations 
to be borne in mind. First, and perhaps most fundamental, is Nigeria's 
continuing relative poverty as expressed in its low level of per capita 
income which, at about $2SO, remains well below that of the majority of 
the Bank's borrowers. Even under the most optimistic assumptions, it 
will not significantly exceed $SOD before the mid-1980s. By then, the 
current temporary period of excess liquidity will probably have ended, 
and Nigeria will once more become a net importer of capital. In this 
respect, Nigeria's case for continued Bank assistance is not different 
from that of Indonesia and, indeed, most of the Bank's borrowers. 
Second, and of more immediate concern to both the Government and the 
Bank as a development agency, Nigeria is currently accumulating a 
substantial capital surplus which is already large in absolute terms -
some $6 billion equivalent during the current fiscal year - and which 
will increase to ~he order of $2S billion equivalent by 1980. Notwith
standing the massive investments contemplated during the Third Plan 
period, the country will obviously have capital in excess of its 
immediate requirements, owing to technical and managerial capacity 
constraints. Third, experience of the Bank's activities in Nigeria 
and the particUlar constraints faced by the Nigerian Government call 
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for a flexible relationship. While it is necessary to draw attention to 
the limited possibilities of this changing relationship, the effective 
role of the Bank in Nigeria's development effort is not in doubt. 
Indeed, the Federal Government has consistently taken the view that the 
Bank's technical expertise and the institutional support and discipline 
associated with Bank-financed projects are the most desirable means of 
contributing to Nigeria's economic development. This view, reaffirmed 
by General Gowen in recent discussions with the Bank's senior management, 
is consistent with the Bank's experience to date which demonstrates that 
our most effective contribution in terms of policy advice and institu
tional support can be made within the context of individual operations. 

24. In the above circumstances, it appears sensible, in redefin-
ing the Bank's lending strategy towards Nigeria, to distinguish between, 
and take into account, both short and longer-term considerations. 
Accordingly, the Region recommends the following guidelines for Bank 
activities over the next 3 - 5 years which, if approved, it intends to 
discuss with the Government in Lagos. In view of rapidly changing cir
cumstances both within Nigeria and in the international economy, it is 
impossible to plan beyond this period, and even the proposed short-term 
strategy will have to remain flexible enough to respond to possible 
unexpected developments. 

25. Firstly, since the Nigerians have already indicated that they 
wish to continue direct borrowing from the Bank for mutually agreed de
velopment projects for purposes of the objective appraisal and discipline 
in project implementation that comes with Bank project financing, we 
propose to re-assure the Government of our intention to continue lending 
in the foreseeable future. Such reassurance is particularly important 
in view of the Board discussions concerning Nigeria last December, which 
caused some disquiet among certain Federal Government officials. However, 
we recommend that our lending over the next 3 - 5 years be specifically 
directed towards (a) projects and programs where our presence will con
tribute to the allocation and efficiency of investment to the high 
priority sectors and, in particular, to investments that will directly 
benefit the rural and urban poor; (b) areas where our involvement will 
support the reform or creation of institutions that will be responsible 
for planning and implementing such investments in the future; and 
(c) projects and programs where there is explicit evidence of Federal 
Government support for Bank involvement. At present, these three 
criteria would :::-.·~gest priority consideration for Bank lending to 
agriculture, small-scale industries and, under certain conditions, 
water supply. In anticipation of the potential future need for subs
tantial resource transfers, however, we intend to maintain a dialogue 
with the ofl·icials and institutions concerned with transport, public 
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utilities and education sector, primarily through the superv1s1on of 
ongoing projects, with a view to facilitating re-entry into these and 
possibly other areas if the Government should so request. 

26. Secondly, we propose to review the present project cost
sharing arrangements with the Government. The present 50/50 cost
sharing formula for agriculture was agreed early in 1973 before the 
increase in oil prices, and we have already advised the Government 
that a review of this arrangement is now necessary. In recent discus
sions on this issue, the Government has suggested a tripartite financ
ing arrangement involving the Bank, the Federal Government and the 
State Governments concerned. Following this suggestion, we intend to 
propose that the total cost of all future Bank projects would be shared 
equally by the Barik, the Fe<1erHl Government and the State Governments 
(or 1nstitut1ons) concerned, and that for project ~lving the 
States, the Bank's share would remain at aro one-third 'f total 
cost, with the Federal Government's share incre wo-thirds. 
On the above basis, proposed lending to Nigeria in FY1976 and FY1977 
would amount to about $130 million per annum, which is just about 
one-half (in real terms) of the lending program approved in the 1972 
CPP review. However, if opportunities should arise for extending the 
range of our project activities, the proposed level of lending should 
not necessarily be regarded as a ceiling. 

27. Thirdly, in view of the country's sizeable financial surplus 
over the next few years, we propose to seek government agreement in 
principle to cont;_nue to lend to the Bank some part of its surplus 
financial resources, without, however, entering into a formal offset 
arrangement. We believe a reasonable expectation to be an annual 
bond pur hase comparable to $240 million reed for FY197 :-or-an 
amount roughly equiv ent o abou percent of additions to reserves 
during the year. The interest rate on these borrowings would be the 
current market rate for government quality obligations with a comparable 
maturity and the Bank's own lending rate, whichever is the lower. 
While the recent borrowing was for a period of 15 years with ~ years of 
grace (average maturity being 10-1/2 years), it should be expected that 
Nigeria would propose declining average maturities in future years to 
'Lake account of its need !'or liquidity and any likely deceleration in 
the rate of its reserve accumulation. Nigeria has increased its hold
ings of two-year Gentral Bank Bonds by $30 million, to a total of $41 
million, by its participation in the two most recent issues; in r~ct, 
had these issues not been over-subscribed, Nigeria's holdings would 
have increased to $51 million. We anticipate that the Central Bank 
will continue to subscribe to new issues of these Bonds, and since it 
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only holds $1 million of the issue maturing in September 1975 and did 
not participate in the issue maturing in March 1976, it is reasonable 
to assume that its holdings will increase substantially when these 
issues are rolled over. We do not know the extent to which subscrip
tions to these issues are likely to affect longer-term lending to the 
Bank, but propose to explore this matter during the April meetings in 
Lagos. While we have already initiated discussions on the possibility 
of alternative arrangements to minimize or reverse the net transfer of 
resources, including the repurchase of outstanding loans, the "Thai" 
formula and the "trust fund," the Government's initial response has not 
been encouraging and, in the circumstances, we do not intend to press 
these ideas at this stage. 

28. Fourthly, we propose that the terms and conditions of Bank 
loans to Nigeria should remain the same as those to other countries and, 
in particular, that grace and maturity periods should not be altered so 
as to reduce the grant element. We consider this justified on the 
basis of the country's low level of per capita income and longer-term 
resource requirements. In any case, the Government is apparently 
sensitive on this comparatively minor issue, and pressure in this direr
tion may be counter-productive and jeopardize other aspects of our 
financial relations. 

29. Finally, we propose to continue offering formal and informal 
technical assistance to the Government both within and outside the 
context of project lending~ when requested, subject to available man
power allocations. However, we intend to seek government reimbursement 
for direct costs of project preparation involving substantial inputs of 
consultants' services along the lines of the arrangements successfully 
implemented for the recent preparation of the Benue Plateau and Kwara 
State Agricultural Development projects. 

Proposed FYl976-80 aperations Program 

JO. The FYl976-80 operations program proposed in this CPP confirms 
the shift in emphasis of lending away from basic infrastructure and 
towards the rural sector foreseen at the last formal CPP review - a 
process which is already well under way, owing partly to a more rapid 
withdrawal from power and transport than expected. In F'Yl975, loans 
for livestock production, rural development in three Northern States 
and rice irrigation in the South have been approved, ar~ three loans 
for oil palm development have been negotiated and are expected to come 
forward for Board approval shortly. The program for FY1976 incluci3s 
two loans for agriculture, a loan for water supply and a small-scale 
industry project, all of which have already been field appraised. 
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Assuming a 33 percent financial contribution by the Bank, lending in 
FY1976 would amount to about $127 million or just above the average of 
lending for the two preceding fiscal years (about $125 million). 
Similarly, project preparation is currently proceeding for three 
agricultural projects and a water supply operation for FY1977. The 
program for FYs 1978-80 is purely notional pending the outcome of 
forthcoming discussions in Lagos and further internal review of the 
results of on-going project identification, preparation and sector 
activities in agriculture and water supply. 

Agriculture 

31. A vigorous effort to step-up the growth of agricultural and 
livestock production is essential for the development of a strong 
economy, to improve the living conditions of the mass of the popula
tion, and to avoid further aggravation of rural-urbap disparities. 
The prerequisites for a successful drive to improve the production and 
productivity of the sector are in place. First, market and price 
prospects for farm products are good. The growth in economic activity 
fueled by the oil sector is expected to generate a 6 percent annual 
increase in domestic demand for food products. Further, free primary 
education will reduce labor availabilities and, in tending to suppress 
supply will tend to force prices for farm product upwards. Second, 
the productivity of the sector is far below levels attainable with 
modern farming methods and, while improved varieties and techniques 
adapted to local conditions are not available for all crops and regions, 
much can be done on the basis of existing knowledge. There are very 
extensive areas of unused good agricultural and grazing land in the 
middle belt, although heavy investment in tsetse clearance will be 
needed. 

32. The main constraints to utilizing the potential for increas-
ing production and productivity are organiza~ional and institutional, 
and government efforts to help farmers learn and apply the techniques 
for raising production have not been on a scale commensurate with 
either the needs or the possibilities. Extension services over much 
of the country are poorly staffed; credit services and marketing 
institutions 1·or other than export crops and either non-existent or 
ineffec~ive; planning is weak; and the expertise needed to implement 
major agricultural and rural development projects is in short supply. 

J3. The project in which the Bank is involved are designed 
to fit generally into the Federal Government's strategy to transiorm 
agriculture from its present low technology semi-subsistence character 
to a market-oriented sector employing modern technolo~/ and making 
the best use of regional differences in eco-climatic conditions. 
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In addition to the livestock, food-crop and tree-crop projects now under
way, a second rice production project is bei ng prepared through the FAO/ 
IBRD Cooperative Program, and the Bank has helped Nigeria to hire con
sultants to prepare northern development-type projects in Benue-Plateau, 
Kwara and Western States. 

34. Projects in which the Bank is currently involved directly or 
indirectly constitute the greater part' of the ongoing or imminent 
development effort in agriculture and virtually all of that directed at 
improving the lot of small farmers. Many Federal and State initiatives 
favor the establishment of large-scale farming systems in both private 
and public sectors. This trend results basically from a disenchantment 
with past efforts to mobilize small farmers and the strong upward trend 
in food prices that the State and Federal Governments would like to arrest. 
Consequently, the Bank's current intervention in the sector is not only 
ensuring that viable projects are prepared and initiated, but that a 
fair share of the development effort is directed to improving the condi
tion of the small farmer. 

Water Supely 

35. The Third Development Plan underscor es the importance of water 
supply projects for regional development, and $1.5 billion has been 
allocated for this sector. Rapid urbanization and rising demand for 
water in rural communities lend special urgency to the execution of 
water supply projects in the country. While precise data are scarce, 
it is believed that about a quarter of the Nigerian population - mostly 
in the South and South-West - have access to piped water, but only about 
1 to 2 percent of ~he population is served by house connections. Con
struction and operation of water supply systems are the responsibility of 
State Governments, and every State is proceeding with preparation and 
construction of new water supply schemes. As part of the public policy 
for social development, it can be expected that Government subsidies will 
be extended to this sector. Seven states have stablished semi-autonomous 
water supply corporations or boards. 

36. The Bank has assisted in the preparation of a water supply 
scheme being proposed for Lagos State, pre-appraised a project in North 
Central State and appraised a project for the supply of water to a large 
rural area in Western State. Bank lending in this sector is contingent 
upon reaching an understanding with Federal and State authorities on 
such sensitive issut as appropriate scales of water charges and increased 
financial autonomy for water supply corporations. However, Bank ~ .nvolv
ment aimed at the establishment of institutions which would assist in 
providing sound management and financial practices would be most timely 
now that the provision of a regular supply of potable water for a large 
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proportion of the population has been accorded a high priority by the 
Federal, and all 12 State Governmentso Although rural water supply 
projects in Nigeria may fall somewhat short of the Bank's normal 
minimum financial criteria for such projects, there is probably no 
sector better able to spread the benefits of economic development to 
such a large number of the poor population. The Region feels that 
the benefits that would accrue for the financing of rural water projects 
would justify a modest relaxation of standards. 

I 

Industry 

37. Sustained growth in Nigeria's national income in the past has 
enabled the vigorous growth of small industries, and it is expected 
that further acceleration of the growth of both manufacturing and agri
culture will generate increased demand for the goods and services of the 
small industries sector. Up to now the small industries sector has 
grown rather spontaneously with minimal assistance from the Government. 
The Federal Government is, however, committed to a nationwide program 
~or development of small-scale industries and proposes to restructure 
and strengthen the small industry division of the Ministry of Industries 
and establish an industrial development center and an industrial estate 
in each of the 12 states of the Federation. In support of the Govern
ment's efforts in this direction, it is proposed that the Bank should 
participate in a small industries project. This project will help 
create an institutional structure with trained staff and facilities 
dispersed strategically throughout the nation to provide effective 
management and technical assistance to the sector. Four new industrial 
development centers would be established with Bank assistance, while 
a fifth would be uone with assistance from the UNDP. These centers would 
provide assistance to entrepreneurs in such fields as management and 
skilled worker training, extension services, project feasibility studies, 
product improvement and training in loan appraisal and supervision of 
credit operations. 

38. Over the past year, IFC officials have provided advice and 
assistance in the evaluation of investment proposals in a number of 
industries in the course of their appraisal of proposed IFC investments 
in Nigeria. (see Annex A). 

Technical Assistance and Economic Work 

39. The Bank is acting as Executing Agency for two UNDP financed 
projects in Nigeria. The final report of the Transport Study in the 
Mid-Western State is under preparation, and the three-year project 
which provides consultants to establish and manage th~ Nigerian Agri
cultural Bank will be completed in one more year. On the basis of a 
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review of Nigeria's Country Program Proposal for UNDP assistance (1975-
79), the Bank does not expect to act as Executing Agency for any further 
UNDP projects in the near future. 

40. The EDI made a substantial contribution to the training of 
government officials responsible for the preparation of the Third Plan 
by way of a series of seminars conducted at the University of Ibadan, 
and the Government has recently reques~ed EDI 1 s assistance in establish
ing a planning institute for training public sector planners. 

( 

41. During the next few years, we intend to minimize the amount of 
headquarters staff time devoted to updating economic work and to rely 
more on the Resident Mission, which has developed close working relations 
with the Economic Planning Ministry, to monitor current developments. 

42. The dimensions of Nigeria's large scale development effort will 
produce dramatic changes in the structure of the economy. A close 
monitoring of this development effort and the social tensions likely 
to arise therefrom could prove to be of considerable value to the Bank 
in its continuing study of income distribution. At the same time, we 
plan to use the economic work program as a means of providing informal 
technical assistance to the Government, particularly to the planning 
Ministry which, during the Third Plan, will assume a substantially 
larger role in determining development strategy and policy. The Central 
Planning Office has been particularly receptive to Bank assistance and 
advice in the form of technical studies on specific subjects of direct 
operational relevance to its work, and during the forthcoming discussions 
in Lagos we intend to propose that Bank economic missions should in 
future focus on a ~umber of specific topics of mutual interest to the 
Bank and the Central Planning Office, including: 

(a) A survey of the country's statistical system, including 
a review of the existing system for collection and processing of basic 
economic data, evaluation of the existing statistical organization and 
institutions, and proposals to improve the reliability and timeliness 
of the economic data required for development planning. An exploratory 
mission from the Economic Analysis and Projections Department to define 
the scope and terms of reference of the proposed statistical survey 
mission is scheduled to visit Nigeria in April 1975. 

(b) Review of urban development and policy framework, includ
ing specification of existing urban policy, analysis of the distribution 
of urban services and infrastructure, and the evaluation of insti~~tional 
capability to prepare and implement urban development projects. Regard
less of the rate of development in the rural areas, population growth in 
Nigeria's urban centers will be very rapid, and the formulation of an 
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urban development policy is urgent. During recent discussion, the 
Government has expressed an interest in seeking Bank assistance in this 
area. Lending for urban projects appears, at this point, to be remote, 
but it is opportune for the Bank to review sector developments and, at 
the same time, to assist the Government in the formulation of urban 
development policy. 

(c) Review of the policy framework for the development of 
private industry, including identification of the role and opportuni
~ies for private industry over the medium and longer-term, survey of 
existing policies and incentives, and evaluation of institutions pro
viding technical and financial assistance to private enterprises. A 
mission for this purpose was originally scheduled for November 1974 
with the expectation that its report would represent an input to the 
Third Plan, but was cancelled at Government's request due to a change 
in the schedule for the preparation of the Plan. 

43. Other topics on which preliminary discussions have been held 
include employment, a survey of social infrastructure in rural areas 
and manpower development. Not more than two of these studies are likely 
to be carried out in FY1976, involving approximately two man-years of 
input, somewhat more than half of which would be provided by existing 
Bank staff. Since the Bank is likely to derive benefits from these 
studies and in view of the small cost involved, it is not proposed to 
seek a financial contribution to their cost from the Government. How
ever, should the Government propose any substantial increase in the 
scope or number of these studies, the Bank should be prepared to assist, 
subject to the Government being willing to finance the cost of any 
additional consul +:ants involved. It is expected that this will be 
acceptable to the Government. 

Manpower Requirements and Resident Mission 

44. Overal~we propose that the manpower allocation for Nigeria 
should remain boradly unchanged, at least through FY76. In this 
connection, an increasing proportion of the Region's manpower, parti
cularly Projects staff, will have to be devoted to supervision, mainly 
in agriculture and also in education where the completion of two on
going projects and the initial implementation of the Third Education 
Project will require close and continuous attention. In addition, 
against the background of experience gained in the processing of the 
recently approved package of agricultural development projects, the 
identification and preparation of a second phase of operations an~ 
sector work in this area will be a significant claimant on staff 
resources during the coming fiscal year. While the role of the Resident 
Mission in this connection is currently under review within the Region, 
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no further expansion is contemplated at present; and the question of 
whether some modification in its staffing and existing terms of 
reference may be necessary will be determined following the outcome 
of our discussions with the Government of Nigeria in Lagos next month. 



International Finance Corporation 

Background 

1. The growth of manufacturing output in Nigeria since the end of th,e 
war has been rather uneven. Following an increase of 29 percent in 1970-71, 
output rose by only 3.8 percent in 1971 72 largely because of lower production 
of cotton textiles, footwear, electronic assembly and other industries. As 
a result of more liberal Government import policy these manufacturing 
industries faced strong competition from imports for the first time in 
several years. Production of these industries has continued to be sluggish 
since, but this has been more than offset by increased production in other 
industries, notably cement, paints and roofing sheets, which were less 
affected by import liberalization. The index of industrial production rose 
by 14 percent in 1972-73. Judging by the behavior of raw material imports, 
output seems to have maintained its upward trend during 1973 though at a 
lower rate than in the previous year. Increasing oil revenues fueled a 
sharp increase in domestic demand for manufacturing products, revealing 
bottlenecks in supply in some sectors and raising imports and domestic 
prices. 

Proposed IFC Program 

2. In December 1973 the Federal Government of Nigeria indicated its 
interest in obtaining IFC assistance in putting together large industrial 
projects in the cement, sugar, and pulp and paper sectors. 

J. In March 1974 an IFC mission visited Nigeria to make a preliminary 
assessment of the projects discussed with the Government. The mission found 
that in these three sectors Nigeria has the resource~potential and market 
size to justify domestic production intended to replace imports. In these 
sectors IFC can play an effective role in: identifying and preparing 
projects; assisting the Government in contracting arrangements with technical 
partners; and structuring the financing of the projects. Only a relatively 
small part of the financing of the projects is believed to be necessary from 
IFC to enable it to exercise this role effectively. 

4. During FY 1974 IFC jointly financed with the federal and state 
governments and a private investor, a promotional company to complete studies 
for a sugar estat~ at Lafiagi, Kwara State. Preliminary estimates suggest 
a total project cost of $70 million to produce 60,000 tons per anne~ of 
refined sugar from a 10,000-ha sugar plantation. Nigeria's sugar consumption 
is expected to increase from 160,000 tons in 1973 to at least 250,000 tons by 
1980. · Domestic sugar production amounts to less than 40,000 tons per annum. 
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The balance is imported. The Government has now asked IFC to consider 
assisting in the financing of two other new sugar projects. 

5. An investment in a 0.7 million ton per annum cement plant at 
Ashaka, North Eastern State, is currently under advanced consideration by 
IFC. Total project cost is estimated at $140 million. The tentative 
financial plan suggests an IFC investment of $10 million. The rest of the 
financing is to come from the federal and state governments, the technical 
partner, NIDB and other financial institutions in Nigeria. Nigeria's 
cement consumption is expected to grow from 2.3 million tons in 1974 to 
5.2 million tons in 1980. Domestic production in 1974 was 1.4 million 
tons and imports 0.6 million tons. 

6. Additional investments under consideration are two pulp and paper 
projects, another cement plant, and the backward integration of an existing 
textile mill to produce synthetic fibers. 

1. IFC is considering the possibility of further assistance to the 
Government in: industry, major commercial agricultural projects, tourism 
and financial institutions. Work is under way to identify additional 
projects suitable for IFC involvement. 
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Attachment 3 

Proposed Economic Work Program 

The purpose of the discussions to be held with the Federal 

Government in Lagos in late April 1975 will be, inter ~' to 

agree on a specific economic work program designed to assist Nigeria 

in the implementation of its Third Plan and to provide the necessary 

inputs for the Bank's lending program. See para 42 of text. 
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OOUil'IIT DATA- HIOERIA 
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~ liillion (lol.d-1972) 
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'P'eroent or national inOOJM raoe1"1'8d 'by hip.et 20J 
Percent at national tnco.e reoei'ftd 'b7 lcnt~~tA 20J 
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a.llova.noe ot 60 era- ot t.ot.al protein per da7, &lid. 20 P' ... ot 
an1Nl and JMU•• protein, ot Which lO p-u1 •hollld N u1Ml. 
protein. Th.•• 1t.&Ddarda are aa.vhat. lower than t.holle ot 7S 
cr..,. ot total protoin and 23 crou ot an1JuJ. pr-ot.oin u aa 
&1"er,... fer tbe world, prop011ad by FI.O in tbe !hird 'Morld. J'ood. s.,....,.. a Sc.a lt.udiee h& .. lu.cplted tbat crud.• dMth rat.e or cb.lldrea 
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radio l1c:eneea iswed; UJ.. l968::o9"J La_g X:.t.a Hlat.e to eleot.rioity generated., include station uee and trana-
lliUion losses; l!.,h Fir,ure does not inei'\ide iaportl by l&ndt /ai 1962-72. 
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Part I. Im122rt Detail (milli<;>n U. ::;. :j.) 

Aver!!e Actu111 !J:l!lim-Est!m!lte Pro,ection 
1970/1- 197273 'i97')i'!;" 197J.7<, 197~76 l976h 1977 8 19~o/81 

I. lllpMt c.i.!. 

A. Const.nnt (l9ZJ&l Price• 11nd ExchMf:6 Rate 

Cooaumer g<;>ods 610 720 10?7 1?3~ 11;79 1700 2887 

Intermediate goods lt6? r:oo 801; 997 1?)6 1hB5 ~ ·;22 

Capital goods 739 69 '; 1116 l/,28 1820 ?.195 37?8 

Tot•1 Goods 1811 1915 2947 36';7 4~;1;3 S380 913? 

Non - fActor services 462 638 766 919 1102 1323 774B 

Tot• t goods and NFS 7?73 2~53 3713 /, S76 ~;611[" 6703 11385 

a. Price Inrlice• P27J&•100 l 
Goods one! NFS 79 100 112 125 138 1L9 205 

c. Current Prices rutd Exchange Rate 

Con sumf!r goods 482 715 1150 15hO 2041 2', )3 5404 

Int.e rmedbte goods J6C: 700 900 12L6 1706 ?:'13 4705 

Co. pi t a l p:ood s ~81, 6Q<; 1?50 178<; 7573 J27l 6970 

Tntd g<;>ons l43l 1915 3300 1,571 6269 0016 17079 

Non-foetor services J65 638 858 114? 1521 1971 3070 

Totnl goods and NFS l796 7553 415f) 5720 7790 9987 20149 
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Part II. Exeort DP.tail (m1llion U. S. $) 

Aver§Ee ActuAJ Prelim-Estimate Projection 
1970/i-1972/J ) 197!1 / e 197r;/6 1976/7 1977/B 1980/Bl 

ll. Exports 

A. Constont (12Z U!!l Prices nnd E!;ChMge Rate 

Crurle Oil )?112 4408 L8J2 L891 L9ll2 SOlS 5000 

All other ~oods 68) L86 606 634 66L 695 730 

TotAl goods )92~ 489L 5438 55:?5 5606 5710 5730 

Non - factor services 1L8 164 172 181 190 199 210 

Tot~1 goons nnn NFS L07J SoSR 5610 5706 5796 5909 59LO 

B. Price lndices (19z~~ • 100) 

Crude Oil LJ 100 199 207 ?2) 237 287 

All other .,O•Yis <)) 100 106 9q 109 118 1114 

Non-fActor services 79 100 112 1?5 1)5 1119 175 

WPtghted Aver•Re LB 100 189 1'15 20? ??? ?68 

c. Current Prices 

Crude oil l39L LLo8 9616 101?5 11021 11886 1 5~00 

A 11 other ~oods 1 L~J L86 761 721 778 8<;7 29LJ 

Totnl p,ood, 18117 LU?t. 10)77 10046 11799 127LJ 

Non-fnc~or service~ 117 16L 19) 2?6 26? 297 )6? 

- TotP 1 ~:oods nnd NFS l%4 S'058 10q(J 1107? 120bl 1)0[,0 18:;'05 

~: 4vPrtlp,P export ~rice of eTude oil ($/bo,.re) ?.57 6 . 0L 1? . 02 l?. ' 0 1J . LL 1L . J2 17 . )5 

on nut put (million b1/yr.) 535 7)0 800 810 8?0 810 876 
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PART III - SUMHARY BALANCE OF PAYMENTS 

(lllil.lion US$, current prlees) 

Prel.iJIIina!Z P r o j e c t i o n 
Aver~e Actual il!t~tea 

197i-972 '"'1'973 197 197.5 1976 1977 1976 1979 1960 

Exports (incl. NFS) 1964 50.58 10354 10.547 12040 13951 1$441. 17027 18.505 Imports (incl. NFS) 1796 25.53 4158 5720 7790 10387 1?.978 16591 20149 1 Resource Balance 168 2.50.5 6196 4827 42.50 3564 2463 436 1644 

Factor services / - 62.5 - 979 - 761 - 294 31 276 432 .504 405 (a - receipts) l 100 560 965 1293 164.5 1928 2054 
(b - payments-oil) 9.50 180 180 130 16o 170 190 200 
(c - payments non-oil) 11 - 62.5 29 701 674 604 85S 1043 1231. 141.9 

Current transfers 20 - 1.6 so so so so so so so Balance on current account - 477 11.80 S36S 4483 4231 3792 264S 890 - 1169 
Net capital inflow 369 219 104 279 S8S 617 682 689 761 IHP drawings 16 

ls04 .!!1 Others (incl. errors & ommissions) 167 
Changes in reserves (- • increase) 7S - 19S - .5469 - 4762 - 4816 - 4409 - 3527 - 1579 1.26 
Memo items 

Reserves (net), enf of period (US$ billion) 0.4 0.6 6.1 10.9 15.7 20.1 23.6 25.2 24.6 Public debt servioe ratio 2.8% 1.4% o.&f, 0.6% o.&f. 0.6% 0.6% 0.6% 0.6% External debt authorized and diabureed 6oS 689 752 779 827 882 930 965 985 

V Fhoa.l years 1971/72 - 1972/73. 
Y Including 8% interest on &00\IIIIU.lated reserves. 
11 Including interest on public debt varying between $22 and $35 llll.llion • 
.li/ Mainly lags in oil revenue p&)'lllents due to the sha:p increases in November and December 1973. 
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NIGERIA 

POLITICAL SITUATION 

1. Nigeria attained nationhood on October 1, 1960 as a Federation 
comprising three Regions each wlth fairly autonomous powers, except in 
the areas of defense and externa l representation. The 1960 Constitution 
provided for a Governor-General Hhose duties ,.;rere purely ceremonial and a 
fairly loose federal structure headed by a Prime Minister with each 
Region having, in tur n, its own regislature under an elected Prime Minister. 
The 1960 Constitution was arnmended in October 1963 and later modified in 
March 1967. 

2 . The first civilian regime which \·las headed by the late 
Alhaji Sir Abubakar Tafawa Balewa was saddled with a number of intractable 
problems - high unemployment, political gerrymandering , corrupt practices 
and mounting widespread unrest. Alhaji Bale,.;ra was assassinated along with 
a number of other political leaders in the wake of the last Conference of 
Commonwealth Heads of Government held in Lagos in January 1966, since \vhen 
Nigeria has been under military rule . 

3 . General Ironsi \vho assumed executive powers as Head of State 
following the overthrow of the Balewa Government suspended the 1963 
Constitution and was alleged to have contemplated the introduction of a 
unitary system of Government in place· of the former federal system. His 
regime \Y"as, houever, short- lived and, follm-1ing his assassination a few 
months after assuming office, the country was plunged into a state of civil 
war primarily engendered as a result of, inter alia, a dispute over the 
sharing of revenues relating to proceeds from crude oil and ultimately, a 
move on the part of the former Eastern Region (the major oil producing area 
of the country) to secede from the Federation. 

4 . With the fall of the Ironsi regime, General Yakubu Gowan emerged 
on t he political scene as Head of State . General Gowan's appointment and 
popularity (while it lasted) derived from the fact that he hails from a 
small tribe from the middle belt of Nigeria which, not being linked in any 
way with the three major ethnic groups of the country, qualified him as an 
acceptably unifying figure, a factor which co·nsiderably enhanced his 
capabilities in bringing to an end in 1970 the state of civil hostilities 
which had marked the first half of his period in office . However, because 
his appointment had been regarded as a compromise, General Gowan proved 
ineffective in curbing the excesses of his peers (notably, State Militar y 
Governors) and also, in honoring a number of political commitments 
inc luding: the reorganization of the armed forces; the eradication of 
widespread corruption; the creation of more States in addition to the 12 
which had emerged at the end of the Civil War; and the promulgation of an 
effec tive program for a return of the country to civilian rule , 

5 , In the wake of widespread unrest, stud~nt demonstrations and 
labor strikes which had characterized the Nigerian scene over· the previous 

'· 
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twelve months , the Gowan regime was overthrown in a bloodless coup on 
July 29, 197 5. General Gov1an ~,7as attendinr, a meeting of OAU Heads of 
State and Government at Kampala, Uganda at the time of his overthrow and 
has remained in exile ever since. 

6. Immediately follm.;ring his assumption of office, the late 
General Eurtala Nohailil'led, who succeeded General Gowan as Head of State, 
embarked upon an ambitious progra~ for political reform, increased 
efficiency and elinin~tion of corruption in the public service, Around 
10,000 officials in the Federal and State Governments and public corpora
tions were either dismissed or retired from public service for inefficiency 
or improper and corrupt practices and a five-stage program for the transfer 
of political power to civilians by October 1, 1979 was announced. 

7. General Hohammed ~.;ras assassinated on February 13, 1976 during 
an abortive coup led by some junior army officers follovTing which, 
Lieutenant-General Olusegun Obasanjo was invited to assume office as Head 
of State.· In spite of the assassination of General l'iohammed, the present 
Government seems to have adhered to its program for an orderly return to 
civilian rule. Its achievements so far include : the creation of 7 
additional States on April 1, 1976 bringing the total number of States 
compr ising the Federation to 19; the publication of a new draft 
Constitution in September 1976; the completion of elections for the 
reconstituted Local Government Counci"Is Hhich took place in December 1976; 
and the completion of elections for, and inauguration of a Constituent 
Assembly on October 6, 1977. The latter is expected to review and approve 
the proposed draft Constitution, on the basis of which the country will be 
returned to civilian rule. The draft Constitution provides for an 
Executive President and a Vice President both to be el~cted on the same 
ticket similar to the American system. 

8. The elections to Local Government Councils and the Constituent 
Assembly were held on a non-partisan basis. Under the Government's 
political program, the present ban on political parties is expected to be 
lifted in October 1978,thereby allowing a year for the formation of new 
parties in accordance with the guidelines es~ablished under the draf t 
Constitution, prior to the election of Federal and State legislatures. 

9. Over the past two to three years, Nigeria has been playing an 
increasingly important role both within and outside Africa, Nigeria was 
instrumental , together with Togo, in the creation of the Economic 
Commission of 1~est African States (ECOWAS) in November 1976, and has lent 
her active support to the cause of the liberation movement in Southern 
Africa. Nigeria has also mediated in a number of disputes, including 
border disputes among various African States. - Over the same period, the 
Federal Government has substantially increased its contributions to the 
African Development Bank; donated US$1.6 ~illion to th~ Consultative Group 
for International Agricultural Research; contribtlted us$52 million to the 
O~pecial Fund; ~tr1outed two tranches totalling SDR 300 million to 
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the D1F oi l facility; and increased its holdings of \.Jorld Bank debt 
instruments to US$312.8 million net (including subscription to two-year 
bond issues). 

10. Nigeria is sensitive about the increasing leadership role she 
has been playing in both African and International Affairs . Indeed, the 
recent State visit of General Obasanjo to the United States in October and 
the return visit by PFesident Carte to Niaeria later in November will be 
seen by many, both within and outside Nigeria, as a further recognition of 
Nigeria's leadership potential, and consistent with Nigeria's present 
efforts to represent these interests of the African Continent . 
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lAND AREA (THOU KM2) 

TOTAL 
AGRIC. 

923.8 

460.2 

GNP PER CA PITA (US$) 

POP ULATION AND VITAL STATISTICS 

POPULATION (MID-YR. MILL ION) 

POPU LA TION DENSITY 
PER SQUARE KM. 
PER SQ. KM. AGRICULTURAL LAND 

VITAL STATISTI CS 
CRUDE BIRTH RATE (/THOU. AV) 
CRUD E OE~TH RATE (/THOU.AV) 
INFANT ~·ORTAL!TY RATE (/ THOU) 
LIFE EX PECTANCY AT BI RTH (YRS) 
GROSS REPROOUCTIO~ RATE 

POP ULATION GROWTH RATE (%) 
TOTAL 
URBAN 

URBAN POPULATION (%OF TOTAL) 

AGE STRUCTURE (PERC ENT) 
0 TO 14 YEARS 

t 5 TO 64 YEARS 
65 YEARS AND OVER 

AGE DEPENDENCY RATIO 
ECONOMIC DEPENDENCY RATIO 

FAMILY PLANNING 
ACCEPTORS (CU~ULATIVE. THOU) 
USERS (%OF MARR IED WOMEN) 

EMPLOYMENT 

TOTAL LhOOR fORCE (THOUSAND) 
LABOR FORCE I N AGRICULTURE (%) 
UNEMPLOYED (% OF LABOR FORCE) 

INCOME DISTRIBUTION 

% OF PRIVATE INCOME REC'D BY
HIGHEST 5% OF HOUSEHOLDS 
HIGH(ST 20% OF HOUSEHOLDS 
LO~EST 20% OF HOUSEHOLDS 
LOwEST 40% OF HOUSEHOLDS 

DISTRI BUTION OF LAND OWNERSHIP 
------------------------------

% OWNED BY TOP tO% OF OWNERS 
% OWNED BY SMALLEST 10% OWNERS 

HEALTH AND NU TRITION 

POPULATION PEA PHYSICIAN 
POPULATION PER NURSING PERSON 
POPULAT ION PER HOSP ITAL BED 

PER CAPITA SUPPLY OF -
CALORIES ( X OF REQUIREMENT S) 
PROTEIN (GRAMS PER DAY) 

-OF WHICH ANIMAL AND PULSE 

DEATH RATE (/THOU) AGES 1-4 

EOUCA TION 

ADJUSTED ENROLLMENT RATIO 
PRIMARY SCHOOL 
SECONDARY SCHOOL 

YEA RS OF SCHOOLING PROVIDE D 
(FIRST AND SECOND LEVEL) 

VOCA TIONAL ENAOLLME~T 
(%OF SECONDARY) 

ADULT LITERACY RATE (%) 

HOUSING 

PERSONS PER ROOM (URBAN) 
OCCUPIED O'~E L LINGS WITHOU T 

PIPED WIITER (%) 
ACCESS TO ELECTRICITY 

(% OF ALL DWELLINGS) 
RURAL DWELLINGS CON ~ ECTEO 

TO ELECTRICITY (%) 

CO NSUMPTI ON 

ANNEX I 

TABLE 3A 
P"no 1 of 4 pogos 

NIGERIA - SOCIAL INDICATORS DATA SHEET 

-------------------------------------------------
NIGER IA 

MOST RECENT 
1960 1970 ESTIMATE 

-ii~o*---~~~~~*----iao~a*/-; -

51.6 66 . 2 77 .Oia 

56.0 72.0 83.0ia 
127 .o 148.0 168.0/a 

49.3 49.8 49.3 
26.9 24.5 22.7 

207.0 163.0 
33.5 38.5 41.0 

3.3 3.3 

1.9 2 .5 2.5 
5.0 5.0 5.0 

18.0 23.0 26.0 

43. o I a 44.8 45.1 
54.9Ta 53.0 52.6 
2.1Ta 2.2 2.3 

o .8 /a 0.9 0.9 
1.4Ta t.2l..2_ 1.2f:E.. 

12.9 101 .I 

18300 . o/a 256oo.o 29900 . 0/a 
7 1.0- 67.0 61.0Ta 

56 9oo . o .£b 24G6o.o.£l:.22000 . 0/c 
7640.0~ 5070 .0~ 4200 . 0/c 
271o.o&222o.o 170o .o,rr-

103 .0 
66.0 
11.o.l.i 

37 . 0 
3 . 0 

14.0 

5.0.1.!=.. 
25.0 e 

3.0 

81.0J..i 

97.0 
60 .0 
16.0 

34.0 
4.0 

14.0 

8.0 

96. 0 
63.0 

47.0 
9.0 

14.0 

9.0 

REFERENCE COUNTRIES (1970) . 

PAKISTAN GHANA MEXI.CO ** 
--11-o:o*___ ~;~~~*-----~90:~*---------

59.8 8.6 50.4 

74.0 36.0 26 . 0 
246.0 64.0 52.0 

47.6 49.8 43.B 
20.1 24.4 10.2 

124.3 156.0 68.5 
47.4 41.5 62.4 
3.7 3.2 3.1 

2 .9 2 . 6 3.4 
4.0 4.5 4.8 

24.8 28.4 58.7 

43.4 46.9 46.2 
52.7 49.5 50.1 
3.9 3.6 3.7 

0.9 1.0 1.0 
1.6/a 1.4 2.0 

10. 9 55.5 
2.0 

18 100.0 3300.01 13000.0 
57.0 54.0~ 45.0 

6.2 

17.8 27.2 
41.8 58.1 
8.0 3.4 

20.2 10.7 

37.1 
0.3 

4310.04 1295o.o/b 
B440.~ 101o.o7D 

1400.0 
162o.o/a 

1870.0 760.0 960 .0 

99.0 96.0 114.0ib 
59 .0 46.0 65.0 
14. ole 10 . ole 2B.oJ.s.. 

17 .4ld 9.8 
·; . 

44.0 61.0 104.0 
14.0 11.0 22.0 

10 .ole 15 . 0 12.0 

1.0 23 . 0 24.0 
20.0 25.0 76.0 

2.2 

61.~ 

59.0 

28.0 

RADIO RECEIVERS (PER THOU POP) 4.0 23.0 49 . 0 14.0 78.0 276.0 
PASSENGER CARS (PER THOU POP) 0 . 7 1.0 2.0 3.0 5.0 24.0 
ELECTRICITY (KWH/YR PER CAP) 13 .0 28 . 0 51.0 67.0 338.0 567.0 
NEWSPRIIH (KG/YR PER CAP) 0 .1 0.3 0 .3 O.f/c 0.4 

3
•

2 
-~~~-~~;~~ -;~~ -~~;;~;~;~~-~~-;~~~~~~-------------------------------------------~----------------~---------- . 



~ 
Page 2 of 4 p•a•• 

Unlett ot~rwhe noted, d1U1 for 1960 refer co any year becween 1959 and 1961, for 1970 becveea 1968 1nd 19 70, and for Moat Recent Eatimace betlleen 

1973 •"" 1975 . 

• CN'P per capite data are b .. ed on t he tJorld Bank Atlaa methodology (1974-76 beela). 

** Haxico h.aa bee.n 1ehcud u aa oblective country because 1u per c:ap1ca lncome in the early 1970'•, h about tlJ(ce Ntgerh't projected per cepit• 
lncom& in the m1d-l980't at 1911 pricea. Abo Mexico't preaent level of davelopmc.at b 1 realhtic: target for Nigeria through remainder of thh 

century. 

~ 1963; /b 1962; 
L!.. Logo• -;;-n1 y. 

1.!:.. InchJdtna ex-North CamerooM under Britiah adminhtracion; fj_ 1961-63 ; ~ Prior to 1965; 

1.!.. Ratio ot populatiou under 15 uld 65 and over to coul labor force; J2. Regiltared, not all practicing in the country. 

HOST RECEI<T EST !MATt: ~ 1976; f.!. Ratio of population under 15 ~md 65 and over to total labor force; !;_ 1972. 

Ji. Ratio of population under 15 and 65 and over to total labor force; /b Registered , not all practicing in the country; 
/c tncludea data Cor Bangladeah; !.l. Excluding population of D. t.-Khan and Paahewar D1v1stona; f.!. Up co matriculation 
(io gndeo). 

~ Excluding unamploy~td; .!..'!! Raghtered, not all practicing in the country; !;_ 1966-68 • 

~ Inc:luding aaaiatant nunaa; ~ 1969-71 avaragaa; !;_ 1964-66; f.:! Ina ide only. 

R7, October 18, 1977 

DEFINITIONS Of SOCUL TlllllCAl'JRS 

Land Ana f thou km 2) 
Total - Toea l aurface area comprt aina land &rea and inland va Uri. 
A.gric. - H.oat racent uctJD.ate of agricultural area ~.W ad tecporarily or parzu

nently tor cropa, paacuraa, a::u~rlt.ec & lr:itchac g at'dana Ot' co lie fallo-.t. 

CHP per cap it a (US$) · CNP per capita utimatu at currecc: curket pdcu, 
calculeud by taEM cO'Ovenion method u !Jodd !ank Aclu (l97J-75 buia); 
1960; 1970 and 1975 data. 

Popul .. tion and vtr .d atatiatic!. 
Popul u1on (mid ·ve .H' l'tl tlllcn) M of Ju ly first: 1t not avathbh, .vans• 

of tvO tnd-ycac uct.matu; l ' f60, 1970 aod l97S dau. 

Population denaity - pe r square m - Kid-yuC' populacioo ~r tquan lttlOCMUr 
(100 hacuruq ot total araa . 

fopulati on denlt t y- per S']ua re kiD ot aa.rtc:. land • Com9uud u above for 
•&ricultuul ltnd Ot'lly. 

Vital lta thtiCI 
Crude binh uce per thouaand, aver ar e • Annuel live bf.r:ha ~r t.houaan4 of 

•loid-yaar population; ten-year arttt'lea4'tic ave rase• tndin,c 1a 1960 and 1970, 
and f1ve-ycar avenge l!:ndi"' tn l97S tor moat recent uti.:uta. 

Crude death ratl'l per thou•11nd, .IVflnge - Annual de ath• peC' thouaaad of •id-year 
popuhtion: ten-yc•r arltili::Mtic averaqe• endiniJ in 1960 and 1970 end five
yeaC' avt:race endin~ in 19 75 fo r ntOft recent eatizMte. 

lnhnt oort.,lttJ r"te (/thou) - Annu al dutltll of inhnta under one year of age 
per t hou.1and l1 ve birth• . 

Lth expect ancy It birth (vu) - Aver lu:te number of yean of Uh reruinins at 
birth: utually five-year aveuge• ending in 1960, 1970 and 197S for dev•lop
ing countrha. 

Crou nproductton race. - \van~• numMr of live daughten a voman vUl bear 
ln her norm•l reproductive period if she experience• pnsent ·~e-,peciftc 
f•rtUity ratu; u•u. lly flve-yur avenges ending ln 1960, 1970 •nd 197S 
for dcve lop in~ countriu. 

Popuht!on grO\Ith rate (!) - totJtl - Compound annual grovth ntu of mid-y~tar 
population for: 19S0-60, 1960- 70 •nd 19 70 - 75. 

Population grovth rate (\.) • urban - Computed lika growth nta of total 
population: different definttion.a of urban «rtl .. may a ffect COI::tllarability of 
dau a~ countriu. 

Vrban popul a tion ("'. of toc.l) - Rltio of urban to total j)Opuhcion: different 
definition' of urban areu m.ay affect comparabt.lity of data .mons countri••· 

Me structure Cpereent) - Child ren (0-14 y~an), vorkin~-ege (15-64 yean) . 
and retired (bS vc:ac-s ~nd over) aa rercentt~Re• of ntid-~ear: population. 

ABe depende n cy ntlo - Ratio of p01Julation under U and 6S and over to tkoae 
of agu 15 throu~h 04. 

£concn1 c: depend~nc:y ntio - Ratio of population under 15 and 65 and over to 
the l.1bor force ln ~t;e group of 15-64 ye.u·s, 

[mt1y planning • .ICCf!pton (c umulative I th"u) - Cumulative: number of 01cce:pton 
of birth-control devtcea under au1pice1 of national family planning progr .. 
aince l.nception. 

fntih plannlng • u.Je rs G of mart'led wornenl - Perccntagu of 10arrhd \I'Olllen of 
ch1ld·be.ar1ng •Re (15-44 yu n) vtlo u.e birth-control devtcu to .Ill a&arTied 
women in amte age sroup. 

Emp loy1Df!n t 
Total labor forte (thoua•nd) - £conomicallr active penon•. including amed 

(orcea and unemplaved but extludlng houa.-tvea. ar:udenta, etc .; definition• 
in vartou• countriea are not com..pacable. 

Laboc focce ln asrtcultu« ("4) • r\gricultur:al labor fo«:a (i n fanaln". foreatry., 
hunting 1md fhhln~) u percentage of total labor fore•. 

Uneraplayed ('t of labor (occ e ) - UneDploved an uaually defined u persons who 
are able and wU Un~ to take a Job. out of a Job on a ~1~n d.n·. reutned out 
of a Job, and teeking vork for a specified minLnut~ pe't'i.od not u:ceedintJ one 
,..k; .. .,. not be comparable betvee.n eoun ntu due t o dlCfere:nt def lntttons 
of unesplaved •nd aourea of data. e .g .• employment office atatt..tic:a. •-pl• 
1urveya, COiJipulaory unl!lllplavment in•urance. 

Income dhtr-tbutt on - Ptrcc-nt•l• of private income (both tn cnh and kind) 
received by rtcheat 51, richeet 20't, poorest 201., and poorest 4ot of hou••
hold•. 

Dhtdbutf.on of land o..-nenhip - Pen:cnt•Ju of land owned by vealthteet 10'1 
and poor .. t 101. o( land 0\n\eu . ' 

Real th and Nutri.tlO'n 
PoP'!latf ot'l ret' phv•ichn - Po11uhtion divlded by number of practictns: 

phyeichna qualified CrOCI& a medical achool at university level. 

Population ~r nuninw: person - Population divtdad by numbe r of practicing 
m.ale and fvnale gcaduatl! nucaee , •• t-rained" .,r "t er:tifled" nu c•t•, and 
unr:iliary perra onnerl with t-r•1n1ng or u:par1encc. 

Populuton e-r hoao l al b4d - Populacton divided by numberr of ho•plcal beda 
availabh in public and privet• ganenl •nd •peci.J lhed hocpital and 
rehabili tacton ccntera; c._clude• nun in\; home • and eatabl111hmen ca foe 
cuatodlal imd pcevenl.ive ca re. 

!er caplu supplv of C11 lorh:a ('4 o f reaulremen u) - Co::aputed rrom en•riSY 
tquiv~lent of net tood auppl1ea <~Vailabl~ in c:ountry pee c: apltll paC' day: 
available auppllea ccrnpche dana atl c produc:c:lon, bporcs 1.:•11 cxporta I and 
c:hangu l.n •cock; n•c luppl!e.s e. .. cluda ant.m•l f~cd, .1U eda I qu.JntilhS used 
in food pcoce••i.ng and lat~•e• in d1 J tr1but1on; rcquJrement• IJI!re e.actmaced 
by fAO baaed on phyaioluglc:al n••d• tor no~ l activity omd h"• lth cotuld 
crtna aoviron:rtM!.ntal temperature, body wel g~t l, age and ou:x dl•tributlona of 
population, and allO\Jing lcrt tor waate a t huu:~ehold lev~l. 

hr eaplt.a •uoply ol proccln ( grama e-r •. hv\ - PC'otein content o r pe r c:ap lt .J 
n~t aupply of (ood per J.o~y; nat IU?ply ot tood il detincd .. , a bo.Jve; requ1re 
~cta !or all countriea ••t•blhhed by ~DA (;.conomic Re••arch $~ rvice11 

provide for a miaia\.an allo.Jance of 60 grtc:~l of total pcocetn e•r day, .md 
20 &nma of anizntll •nd pulae protein, o[ ~o~hi ch 10 &t'Bm..l ahouhl bt!. animal 
protein; tMae ltandard• are l""'*c c~an thoae of 7S ar~mt~ ,Jr total procain 
a-od 2) sraru.a of enLul proc:ei.n u •n •veraga fo r the \.IOrld, propo.•d by f'AO 
in the Third \Jo-rld f'ood Survey. -

Fer taplt• p r otein aup p lv fror:~ .. n1:!:11l and P'Jls " - l'T"ot:cin s upply ot food 
dactve.d from onlrn,.la and pultu ln ~rar1.1 ~r day. 

Death rate: (/chou) :tg~s 1·~ - ~nnua l de11ths ~r chou und l n .age "roup 1~4 
rears , to children in thl• ·~·group ; auqguced •• an lndic .. tor of 
~n.~lnu trition . 

~ducat ton 
~enroll.nent ratio - primar'f &choot • Enro1Lnoent of •11 a~et u ~r

t~nt ~t ge of pcirnarv <~C:hoot-"~e populat ion; tnc:ludf!.a children u;ed 6 - 11 ve11N 
but adjusted fo-r different lf!"f'l~th!! of p r imary '"ducatlon: ( or countT"ha with 
un1var•al education , enrollment 11111• exceed 100'7.. ainc:c aome pupila are belov 
Ot' above the orf1chl !' c hool "Re. 

Adl ueted enrollment ratio - s ec= cmd er'T achool ·Computed u abovf!; •e.condary 
educ:at1on rectu1.ret at leaat rour V4!1ars ot: "pproved prt~ry tnatruction; 
provide• seneral, vocation"l or t eacher tr • tnin~ 1"f'latructi('lf'8 [o r puplls 
o( 12 to 17 rears of a~e: co-rTe•pondenc:e c:ourae1 are ~ener:ally exclud ed . 

Tun of school tn& ?"fDVided (first and .J .. ccnd lev.,. la) - Total yucs of 
senoolf.ng; at aecondu·y level, vocational inttructlon m..y be partl.ally or 

COQiphtely excluded. 

Voc:at1on.~tl cnrollmtont (7. of 'econdary) -VocationA l tnatitutiontt Includ e 
tecnnienl, indust-rial or oth~r pro'tr:nu vhlch operate lnd~JM!:nd~ntlv 
departlllents of secondarv tna titutions. 

Adult lit•nc-v race (7~) - Literate adulta (ab le co C'ead and vrtce ) u per• 
tentage of total adult population aged 15 yean and aver. 

Hou•Lng 
P~ncons per room (urban) - Avera~e number of persone pe r roo:a In oceupled 

conventional dl.l't! ll tn~s in urban areas: dwe llinst• exc= lude non-penu.anent 
atructure• and unoccupied parte. 

Oecupied d,.llbg,' without'" pioed vate-r t-:) - ~cupied conventional dvellinu 
in urban and rural areu without inaide or ouc•tde plped vate-r hct.lltle• 
u ptrcenta§e of • 11 occuphd d"'e llln~J•. 

A.cceu to chetrlci ty (7. o( .1l l dvelllns ,) - Convention11l dvellln~• ~o~ith 

electricit:y in livi.nR quarters u percent of tota l dwelllnu in urb an and 
rural area• . 

Runl dw.ell {nga connected to electrlc:iry ("'",) - CCIII'puted a• ebove !.or rural 
dv.llLnss only. 

Conlu:DDtton 
Radio aceiven Cpttr chou pop) - All tvpu of receivers roc udlo bro11dcuts 

to gttne-ral pub ll c per thousand of popu l•t ion; exc ludea unlicensed recc !vera 
in count"fiel'f 3nd 1n v~ar:a when rf'~iatn•t ton of radlo sttta waa fn effect: 
data for recent ye•r• may not be ccmpar•blc af.ncc moat c:ountriea abolish•d 
lJ.c:enains. 

Pnaenger cera (pe-r rhou pop) - Paasen~:er can campche motor ear• aeatin'l 
le11 then eight penon•: e.xcludu ambulanc es . heu·•e• and mllltary 
~ehlc lea. 

!lectric:ity (kvh/•r pe-r c•p) - Annual tonnnption of tnduacrial , cDtlfterchl. 
public and prt vate ell'lc=tri.c lt'y Ln kllow111tt hout"lt per c111plt•. ~enet"at lT 
b,.ed on production d11ta, vithout allow•nce for loe•e• in grid• but altov
ina !or lmporu and exporta of elect ri city. 

Newspt"int Cks/yr per c ap ) • Pt!r capita annu•l con•UDiptton In k.tloP,rDMf 
eat1..mat.ed ft"om dom.,.attc pcoductt.on plua n~tt Lmpot"U of nevapt"lnt. 



GROSS NATIONAL PRODUCT IN 1976 

GNP at Market Prices 
Gross Domestic Investment 
Gro&s National Saving 
Current Account Balance 
Exports of Goods, NFS 
Imports of Goods, NFS 

OUTPUT, LA:OOR FORCE AND 
PRODUCTIVITY IN 1976 

US$ Mln. 

31,606 
10,720 
11,758 

- 352 
10,540 
10,445 

NIGERIA 
ECONOHIC INDICATORS 

_%_ 

100.0 
33.9 
37.2 
-1.1 
33.4 
33.0 

hme)l 1 
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ANNUAL RATE OF GROWTH (%, constant prices) 

1970-76 1975 1976 

7.4 3.7 9.4 
20.8 41.5 28.4 
25.0 -32.1 17.4 

N/A N/A N/A 
5.1 -18.3 10.0 

25.0 69.3 23.2 

Value Added Labor ForcJ/ V. A. Per Worker 
US$ Mln. _!.. Mln. _L us $ ..L 

Agriculture 6,834 22 18.3 61 373 37 
Industry 15,040 50 5.2 17 2,892 286 
Services 8,384 28 5.0 17 1,677 168 
Unallocated 1.4 5 

Total/Average N/A N/A N/A N/A NLA 1if..L_ 
30,258 100.0 29.9 roo:o 1,012 100.0 

GOVERNMENT FINANCE 
General Government Central Government 

(Na]raMln .) %of GOP (NairaMln .) %of GDP 
197506 197 5/76 19 73f7 4-7506 197sL76 197 5L76 1973774-75/76 

Current Receipts 
Current Expenditure 
Current Surplus 
Capital Expenditures 

MONEY, CREDIT and PRICES 

Money and Quasi Money 
Bank credit to Public Sector 
Bank Credit to Private Sector 

6,123 
..1,.ill_ 
2,632 
4,524 

Money and Quasi Money as % of GDP 
General Price Index (196 0 = 100) Jj 

Annual percentage changes ina 
General Price Index 
Bank credit to Public Sector 
Bank credit to Private Sector 

31.0 
....ll...:1... 
13.3 
22.9 

llil. 

1,005.4 
531.4 
591.2 

14.1 
179.1 

15.0 
19.4 
24.0 

27.3 5,830 29.5 25.9 
--..!1.:.2. 1,975 10.0 7.56 

13.3 3,855 19:5 18.4 
15.9 3,817 19.3 11.9 

1972 1973 1974 1975 1976 
(!1illion --olltstanding end period~ 

1,161.4 1,414.1 2,156.3 3,622.5 5,278.9 
519.0 497 .1 -1, 460.1 -1,281.5 199.5 
750.2 854.4 1,070.2 1,787.1 2,417.8 

(Percentages or Index Numbers) 

15.1 15.9 14.9 23.0 16.7 
172.9 203.9 224.0 317.7 360.3 

-3.5 17.9 9.8 41.8 13.4 
-2.3 -4.2 -393.7 12.2 115.5 
26.9 12.7 26.6 67.0 35.3 

NOTE: All conversions to dollars in this table are at the average exchange rate prevailing during the period 
covered. 

1/ Total labor force; unemployed are allocated to sector of their normal occupation. "Unallocated" consists 
- mainly of unemployed workers seeking their first job. 

ll Index of Urban Consumer Prices. 

N/A = Not Applicable or ~ot Available. 

October 12, 1977 
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NIGERIA 

TRADE PAYHEN1'S AND CAPIT.4L FLOWS 

BALANCE OF PA\1-IENTS 

Exports of Goods , NFS 
Imports of Goods , NFS 
Resource Gap (deficit -) 

Interest Payments (net ) 
Workers ' Remittances 

.!.2.l!t 197 5 197 6 
(Millions US $) 

9,893 
4,332 

5,561 
38 

8,649 
8,175 

474 
-448 

95 

- 382 

Other Factor P.:1yments (net) 
Net Transfers 

636 
-98 

4 , 789 

731 
-126 
~ 

683 
-142 

Balance on Current Account 

Direct Foreign Investment 
Net MLT BorrO\ving 

Disbursements 
Amortization 
Subtotal 

Capital Grants 
Other Capital (net ) 
Other items n. e . i 
Increase in Reserves (+) 

Gross Reserves (end year) 
Net Reserves (end year) 

Fuel and Related Materials 
Imports 

of v1hich: Petroleum 
Ex:ports 

of ;.rhich: Petroleum 

RATE OF F..XCHANGE 

Thr011"lh - 1971 
US$ 1.00 N 0.71 

1.00 ~ us $ 1.40 

311 

N/A 
N/A 

--6 

-100 
-73 

'•. 933 

5,638 
5,516 

88 

9,006 
9,006 

us 

N/A 
N/A 

- 216 
-81 

·o 
72 

----zss 

163 

7,637 
7,637 

-=31i8 

396 

N/A 
N/A 

-::JTI 
-34 

-54 
-Ul 

5,574 
5,360 

279 

9,445 
9,445 

Yearly Averagcn•($ per N) 
1973 1974 1975 1~76 
$1.52 $1.62 $1.60 $1.59 

~mRCHANDISE EXPORTS (AVERAGE 1973-76) 

US $ Min % 

Crude Oil 
Cocoa products 
Groundnut products 
Palm products 
Tin 

All other commodities 
Total 

EXTERNAL DEBT, DECE}ffiER 31 , 1976 

Public Debt, incl. guaranteed 
Non-Guaranteed Private Debt 
Total outstanding & Disbursed 

DEBT SERVICE RATIO for 19-;{J.!./ 

Public Debt, incl. guaranteed 
Non-Guaranteed Private Debt 
Total outstanding & Disbursed 

7,066 
270 

20 
49 
31 

552 
r,gmr 

89.0 
3.3 
0.1 
0.6 

.4 

6.9 
100:0 

US $ Hln 

1,420 
N/A 
~ 

* 

IBRD/IDA LENDING 1 ~late st month2 (Nillion us $): 

Outstanding & Disbursed 
Undisbursed 
Outstanding incl . Undisbursed 

IBRD 

388.9 
287.8 
676.7 

IDA 

. 3'• .5 
2.3 

36:"'8 

11 Ratio of Debt Service to Exports of Goods and Non-Factor Services. 
* Less than lZ 
N/A = Not Applicable or Not Available 

' 

October 12, 1977 

(Date) 



NIGERIA 

THE THIRD NATIONAL DEVELOPMENT PLAN (1975-80) 

1. The lhi[d National Development Plan covers the five-year period 
~75=~ Th~e· was revised in 1976 in order to reflect the division of 
the country in 19 as opposed to 12 States, to up- date cost figures and to 
reflect the new ·me's intention to place greater emphasis on agriculture 
and the provision of social services. This revisio resulted in- an 1ncrease 
in total Plan allocation from N30 billion t H43.3 illion, but left 
unchanged of the Plan. 

Economic growth, in real terms, is projected to be ~the order of 
9.5% ' er annum, with per capita income increasing to aboutrN300~y 1980. 
ross capital formation is projected to increase from 21% ~ to over 29% 

over the Plan period, and to be financed entirely by national savings . Imple
mentation capacity is expected to represent the major determinant of the 
actual size and effectiveness of the investment program, and development is not 
expected to be constrained by shortages of savings and foreign exchange. In 
fact, the Plan projects a substantial accumulation of external reserves during 
the Plan period, the exact magnitude depending primarily on the economic con
ditions prevailing in the world oil market. But the surplus of investable 
funds is expected to decline over the Plan period, and resource deficit to 
recur in the near future. Fiscal and monetary policies of Government will aim 
primarily at moderating the inflationary pressure in the economy . An incomes 
policy will be pursued to ensure an equitable distribution of income in the 
country. The Plan also pledges increased economic cooperation with other 
African countries, including the offer of aid for economic and humanitarian 
reasons . 

Table 1: THIRD NATIONAL DEVELOPMENT PLAN PROJECTED GROWTH RATE 

Agriculture 
Mining 
Manufacturing 
Utilities, construction 
Services 

Consumption 
Investment 
Exports 
Imports 

Annual Growth Rate (at constant 
1974/75 prices) 1975/76-1978/80 

(percent) 
5 . 0 
5.3 

18.0 
and transport 19.5 

15 . 8 
Gross Domestic Product 9 . 5 

0 

13 . 6 
16.7 
5.0 

19 . 8 
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Development Strategy and Programs 

3. The core of the Third Plan is the public sector investment program . 

I
Total allocations for the program am~nt to N43.3 billion, but the effective 
program is projected to be only~6 .5 billion because of the substantial 
slippages expected. This represen~about 73 % of total projected investment 
expenditures in the economy over the five-year period. The program may be 
summarized as follows: 

Table 2: THIRD NATIONAL DEVELOPMENT PLAN 
Public Sector Investment Program 

Agriculture 
Mining 
Manufacturing 
Power 
Transport and Communications 
Social Services and Amenities 
Administration and Defense 

/1 Sum of approved programs. 

Nominal 
Program fl:.. 

/---
(__ 3' 252_) 

2, 64-6 
6,262 
1,285 

13,207 
11,046 

5,616 
43,314 

/2 Nominal program less expected slippage. 

Effective 
Program /2 

21i') ~r Ito 
1,517 
3, 713 

776 
7,850 
7,152 
3,332 

26,457 
~ 

Sectoral Alloca
tion of Nominal 

Program 

7.5 
6.1 

14 .5 
3.0 

30.4 
25.5 
13.0 

100.0 

4. Public sector investment in agriculture under the Third Plan is 
aimed primarily at providing the infrastructure and incentives necessary for 
private, particularly smallholder, develoP. ent. Planned direct public invest
ment in the sector, amounting to almost 5.5 illion, includes the development 
of several major river basins for large-scale as well as smallholder farming; 
an accelerated food crop development program aimed at adopting and disseminating 
modern farming techniques to smallholder farmers; programs to improve input 
distribution and marketing of food and export crops; and the several agricul
tural development projects with which the Bank is associated. While the 
allocation is considerably smaller, in financial terms, than the allocations for 
capital intensive sectors such as transport and industry, it is nevertheless a 
very ambitious program in the context of the low-technology and smallholder~ 
oriented nature of Nigerian agriculture, and represents a sevenfold increase 
over the previous Plan's allocation for the sector. The growth of the agricul
ture sector is projected to be about 5%, about twice the rate of population 
growth. This is about the same rate of growth achieved in the 1950's and 
early 1960's, but growth is expected to be based on food, rather than export, 
crop production. 
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5. The program to promote rural development is based mainly on com-
plementary investments in infrastructure and social services. The Plan includes 
programs to electrify 500 rural towns and villages at a cost of N370 million 
and to construct 20,000 km of secondary and feeder roads serving agricultural 
areas, including 6,000 lcm to open currently inaccessible areas, at a total cost 
of Nl.38 billion. A large proportion of the water supply, health and other 
social service programs are also planned for the rural sector. Furthermore, 
recognizing that "about 70% of the Nigerian population live in the rural areas 
and have benefitted relatively little from the rapid economic growth of the 
past few years" and that "improvement in the welfare of the average Nigerian 
will require a substantial increase in rural incomes", the Plan also stated 
that "in the allocation of scarce resources in the course of Plan implementa-

1 tion, priority will be given to those programs and projects directly benefitting 
the rural population, particularly projects to increase the income of small
holder farmers and to improve the economic and social infrastructure in the 
rural areas". 

6. Increased supply of public social services at subsidized prices is 
viewed as the major means of distributing the immediate benefits of oil 
revenues to the bulk of the population. The core of this program is the _Uni--versal Primary Education Scheme, aimed at achieving 100% free and compulsory 
enrollment for children of primary school age by the end of the Plan period. 
This will involve increasing primary school enrollment from the 4.7 million in 
1973 to 11.5 million by 1980, and a total estimated capital expenditure of 
N600 million. In health, the major objectives are to increase the number of 
hospital beds by 30,000 (a 60% increase), and to establish health centers and 
clinics with a total of over 20,000 beds. The Plan also includes programs to 
increase water supply capacity in the major urban centers by 172 million 
gallons per day, and to construct about 200,000 housing units for low- and 
middle-income urban households. In addition, a total of N637 million has been 
allocated for urban development projects, including town planning, improvement 
of urban transport, as well as construction of roads, markets and shopping 
centers. 

7. Planned investment in transport, which received the largest single 
allocation ~9,678 million), power and communications (about Nl.3 and N3.5 
billion,respectively) reflects to a large extent the Government's strategy 
to create "in the relatively short time that the economy will enjoy a surplus 
of investable resources, the economic and social infrastructure necessary for 
self-sustaining growth in the longer run, when resource -~carcity may recur". 
In these sectors, "investment leading to what may appear to be excess capacity 
will nevertheless be undertaken in the expectation that demand would catch up 
much earlier than the historical trend indicates". To this end, the Plan 
includes programs to construct or improve 31,000 km of major roads; the first 
phase of a program to construct a new railway system on an entirely new road-bed 
and track system at standard gauge; the development of 16 airports, including 
5 to be capable of serving intercontinental aircraft; the development of 6 
new berths at the Apapa (Lagos) Port and 4 each at Warri, Calabar and Port 
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Harcourt; the installation of 500,000 additional (to the present 52,000) 
telephone exchange lines; and the expansion of electric power generating 
capacity from the present 690 MW to 1,050 MW by 1980. 

8. The Plan's major objective in the industrial sector is to diversify 
the petroleum industry into downstream operations and to establish basic 
industries in order to stimulate the further industrialization of the economy. 
Petroleum- related industries account for 44% of total public investment in the 
s ector, including two liquified na tural gas plants with 10 billion cubic 

n meters annual capacity each; two oil refineries with a total capacity of 
U 175 , 000 barrels per day for domestic consumption; two refineries with a 
I capacity of 300,000 barrels per day for export purposes; nitrogenious fertilizer 
' plants to produce 450,000 tons of ammonia and 260,000 tons of urea annually; 

and a large petro-chemical complex. Basic industry projects in the Plan 
include an iron and steel complex with capacity of 1.5 milljon metric tons; 
cement factories with total annual capacity of about 1.5 million metric tons~ 
and pulp and paper mills to produce 60,000 tons of industrial paper, 60,000 
tons of cultured paper and 100,000 tons of newsprint annually. Most of these 
large-scale projects will be implemented with foreign technical partners, with 
Government retaining majority equity o\vnership. The Plan also includes a 
program to promote small-scale industrial development through the development 
of Industrial Development Centers and Industrial Areas and Estates, the estab
lishment of a National Extension Training Institute and expansion of the 
exi sting Small-Scale Industries Credit Scheme . Projects of the State govern
ments are mainly in the agro-allied and building materials industries . 

9 . Of the total planned investment of N36.5 billion (private and 
effective publ1c) during the Plan period, the private sector is expected to 
account for 27 %. Private investment is projected to concentrate mainly on 
constructio 7% of total private investmen~, medium- and small-scale industry 
(20%), agriculture, mining, distribution and services (roughly 10% each). 
Only in the construction and distribution sectors is the private sector ex
pected t o account for the major share of investment expenditure. 



l·1r. Ro~~r Chaufournier September 27, 1977 
( t!1rou:"h Hr . ..l.n~e Gue ) 

Pieter Bottelier 

1. Althou~h vc have not finalized our discussions on the dr aft report 
it is perhaps <scful to s~~arize my prelininary iwprcssions . 

2 . It is evident that the draft ( c;reen cover) report has recci ved 
attent ion at t he hi~llCst l evels in the Yed.eral Governnent. Our analysis 
and macro-ccono~!!ic: proj r.:ctions have not "been aerioucly challenged and rnost , 
if not all of o<rr policy r ecomMendations h~ve been ac cepted. 

New revenue t~eas J.res are being trJ.ken to improve the Federal 
Goverm::.ent' s fiscal perforFmnce . 

Serious efforts arc beine- made t.o r educe Federal Gover nment 
recurrent expenditures and Hr . !~usa Bello i nclict.ted that 
recurrent expenditures will be froz en for tvro years at the 
1976/77 level. '111at is even better than we had. rcco!'lillended 
and I fear that they may hs.ve s et thenselves an i11possible 
ta.rt:;et in thi s regard . 

Many capital proJects are bein~ scaled do"m to reduce the 
Federal Governr~ent capital budr,et . Amonc the more important 
projects mentioned ~re iron ond nteel (reduced from 3 to 1 
proj ects as we had reco~,ended) and fertilizer (reduced in 
size as we had recommended). 

The Federal Government will no longer v<arantee domestic 
borrowings by State Governnents. This is a significant step 
aimed at forcing the State Governnents to keep t heir expenditures 
\rithin their reve::mes. This !!lust . have been a difficult step 
politically and I regard it an ir.'lportant indication of the 
Federal Governrc.ent' s comni tne:1t to restore ficca.l sanity. 'rhe 
State Governments had budr,ete-l an overall deficit of :g 1. 9 billion 
for 1977/78 . v!ithout a Federal Government guarantee it is 
doubtful that t hey will be able to borrov more than trivial 
amounts, and they will therefore have no choice but to reduce 
expenditures. 

In recent weeks electricity tariffs and other public service 
rates have already been i ncreased by stiff marr,ins. These are 
important steps in the right direction. 

The Government has ace~ ted our recomnendations on interest rates 
(a ['Tn.dual upvn.rd revision of the entire rate structure) but they 
indic~ted that a~ricultural credit May he excepted front thin 
movcr:ent for the time beinr: . It has also accer-tcJ. our recornmendations 
on t lC {7ad.unl removal of r.Jost consumer and producer subsidies e.nd 
r ep;ardinr: private foreipn investment. 



l1r. P.or,er Che..ufournier 

~ 

2 - Sc~tcr.ber 27, 1977 

Tlte C:overru'1cnt hes fo r mulr..teJ. o.n c:;.:ternal borrowing stratcEY 
fo-r the nex:t three y('r.rs as recoT:-' dJc'LccL 'l'he fL1·'ouuts ( nnd the 
distribution 1etlrcen pri vs.te o.nd. pul•lic l·orrOirin:=;) aimed e.t 
ere rc::"lnrkr:t"bly c lo:::e to uhat the rc;)ort calct lo.tcs o.s t beir 
likely nce,!s U:'lder a stiff uusterit:{ pro,;r()J:j,, 

'l'here is sor1e U;:Jcertninty vith r cn;--..nl t o the Government's 
re'lction to our excbn.n(~e rate policy reC'o~nenua.tionn. 

Indications are? thnt the Governnr-nt. is re.jectinr~ the i dea o f 
a11 outright c1evs.luation but accepting a ue-fo.cto crnwlinr: 
per; sys tern ( as recomr.1ended in the report) by sloFl:\• Cicprec i
atin~ t!te Uniro. against the currencies of Hit;eriu's major 
trc-.di n~ pa rt.n ers. 

~ 3. All indications so far e::ur:r,e;st a hir:hly faYorable response to the 
draft report. The policy neasures taken or contemplated all point in the 
richt direction but I e::till feel apprehensive about the sheer mi'wnitude 
of the fisccl and BoP problem t hat will un~oubtedly emcrre if the actions 
taken are not Jra.st ic enour;h. Still, I feel >·Te h~ve alref!.oy rorc t}1H!l we 
could have hoped for in the very short period since the re-opening of our 
economic diu~ogue. 

cc: Messrs. Thalwitz, Reitter, de Azcarate, Taylor-Le'Wis, Myers, Senf 
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CURRENCY EQUIVALENTS 

Currency Unit: Naira (N) 

Since April 1974 Nigeria has maintained an independent 
"floating exchange rate". 

1972 US$1 N 0.685 
1973 US$1 = N 0.657 
1974 US$1 N 0.630 
1975 US$1 = N 0.616 
1976 US$1 = N 0.631 
1977' May 31 US$1 = N 0.650 
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PREFACE 

This report was prepared by an economic mission, led by 
Pieter P . Bottelier, which visited Nigeria in April/May 1977. Other 
members of the mission were Jacob H. de Vries (resident economist in 
Lagos), Robert B. Myers (general economist), and Albert Nyberg (agri
cultural economist, consultant). Ms. Nafsika Stavrou was responsible 
for updating external debt information and pro j ecting debt service pay
ments. 

The report focusses on macro- economic aspects of recent develop
ments and on short- term prospects. No effort has been made to look beyond 
the next three years as the report attempts to demonstrate the urgent need 
for major public expenditure adjustments and policy changes. 

For a fuller description and sector-by- sector analysis of 
Nigeria's long- term development prospects reference is made to the World 
Bank's recent Basic Economic on Nigeria: "Nigeria - Options for Long-Term 
Development," the Johns Hopkins University Press, Baltimore and London, 
1974. 



SUMMARY AND CONCLUSIONS 

1. The past decade in Nigeria has witnessed tumultuous economic, 
social and political change. Yet national unity has been preserved in 
spite of a civil war (1966-1970), three military coups (1966, 1975, 1976), 
a controversial population census (1973), and rapid social and economic 
transformation following the quadrupling of crude oil export prices (1973/ 
74). The present Military Government of General Obasanjo continues to work 
towards the reintroduction of civilian rule under a new constitution by 
November 1979. This target date was set by the previous Head of State, 
General Muhammed, who was assassinated in February 1976. To diffuse the 
potentially disruptive power of large regional political entities, the 
number of States making up Federal Republic of Nigeria was increased to 
twelve in 1967 and to nineteen in 1976. In addition, an area was set 
aside for the construction of a new Federal capital, closer to the geogra
phical center of the country, and more power was given to local government 
authorities. 

2. The oil boom of 1973/74 has enabled Nigeria to embark upon a 
massive National Development Plan, which places strongest emphasis on 
infrastructure, education and industrialization, roughly in that order. 
The importance of agriculture is also stressed but the Federal and State 
Governments have just begun to formulate and execute agricultural develop
ment projects. Agricultural development has lagged far behind the growth 
of national income. With the exception of cocoa, the major traditional 
bulk exports such as palm oil and groundnuts are no longer sold abroad. 
This is due to the sluggish growth or stagnation of agricultural production 
and a very rapid expansion of domestic consumption. From an important net
food exporter, Nigeria has turned into a major net-food importer in less than 
five years. The stagnation of agriculture (exacerbated by drought in the 
North in 1973 and 1974) is one of the prominent and most worrisome aspects 
of a process of structural economic change that includes rapid urbanization, 
increasing reliance on oil as the only major export and revenue earner, and 
growing dependence on imported food. Petroleum prod ion now accounts for 
over 90 percent of exports, over 80 perce n - o eral Government revenues 
and aroun percent o iP. igeria has in fact . developed many of the 
characteristics o a dual economy dominated by the oil sector in all meas
ures of relative importance except employment. 

3. The process of structural economic change had already started 
in the late sixties and early seventies but significantly accelerated after 
1973, when petroleum production began in earnest. The rapid expansion of 
public sector expenditures provided the main catalyst for change. During 
the six-year period, 1970-1976, Federal capital expenditures (measured in 
current prices) increased by a factor of 40 and State capital expenditures by 
a factor of 16 . Federal recurrent expenditures increased by .. a .factor of 5. 
There is probably no other country that has witnessed a more dramatic expan
sion of public sector expenditures during the same period. These expenditures 
accounted for about 50 percent of estimated GDP in 1976/77 ( about 20 percent 
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in 1970/71) and would account for over 80 percent of the estimated 1976/77 
GDP in 1977/78, in the unlikely event that budgeted Federal and State Gov
ernment expenditures should materialize. 

4. The expansion of Government spending after 1973 was followed by 
rapid domestic price inflation which reached 43 percent during 1975. This 
was, importantly, due to supply constraints which led to scarcity premiums 
for a wide range of commodities and services. In many cases, Government 
investment plans were prepared with little regard for the limited absorptive 
capacity of public administration and infrastructure, in particular the ports, 
with the result that there have been many delays in bringing new projects on 
stream. In addition, there was, at least during the early phase of the oil 
boom, insufficient cost consciousness and substantial wage and salary hikes 
which resulted in sudden, large increases in consumer demand. Due to the 
rapid expansion of government spending, employment in public services and 
especially in the construction industry grew so fast that several rural areas 
began to experience labor shortages which contributed to the stagnation in 
agriculture. Most of the increased consumer demand had to be met through 
imports. This in turn aggravated congestion in the ports and distribution 
channels, thus fueling the inflationary spiral. 

5. To reduce inflation and stimulate local production, the Government 
removed or reduced import duties, introduced a wide range of consumer and 
agricultural producer subsidies, started bulk importation of certain key 
consumer items (including rice, sugar, salt, fish, beef, and milk) as well 
as agricultural and construction inputs (mainly fertilizers and cement) and 
reduced interest rates. The combined effect of the various subsidies and 
import supply interventions has been to slow down the rate of domestic 
price inflation to about 20 percent in 1976. But this could be no more 
than a short-term palliative because the Government cannot continue to 
afford the numerous (often hidden) consumer and producer subsidies. By 
removing these subsidies, the Government will help reverse serious price 
distortions that are clearly inimical to greater production and reduced 
scarcities in the future. 

6. Inflation appears to have already had an adverse effect on the 
distribution of income between urban and rural areas. There is some evidence 
to suggest that increases in farm gate prices have lagged behind increases in 
farm production costs (in particular labor) and also that prices of manufac 
tured goods have risen somewhat faster than agricultural producer prices. 
More importantly, however, the export potential of non-oil sectors has de
teriorated because of the inflation, thus strengthening the economy's bias 
in favor of imports. There can be little doubt that the combination of 
rapid domestic price inflation and a relatively stable fixed exchange rate 
has become an increasing obstacle to agricultural and industrial develop
ment. 

7. Nigeria accumulated large internal and external suipluses during 
1973/74 and 1974/75, the two years following the oil boom. But, contrary 
to earlier expectations, sizable budget deficits re-emerged as early as 
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1975/76, and external reserves began falling by mid 1976. At the present 
time, reserves still represent about five months of commodity and invisible 
imports, but in the absence of corrective policy measures, the prospect is 
for growing budgetary deficits and a widening external resource gap. The 
combined Federal and State Government budgeted deficits for 1977/78 amount 
to N 6.3 billion, which is about 31 percent of estimated 1976/77 GDP. Even 
allowing for underspending on capital account by some 30 percent (which 
is at the upper range of the Government's expectation) the Federal budget 
deficit alone for 1977/78 would amount to N 2.4 billion or almost 12 percent 
of estimated 1976/77 GDP. Deficits of this magnitude are simply not sustain
able. 

8. The unexpectedly early reversal of Nigeria's resource position is 
primarily due to the following factors: 

(a) Revenues were lower than expected because petroleum output 
has not increased as projected but instead declined in 
1975 due to a slackening of world demand. Output picked 
up again in the second half of 1976 and is currently 
averaging about 2.2 million barrels per day, the same as 
in 1974. Production may increase a little before the end 
of the Third Five-Year Development Plan (March 1980), but 
the original Plan target of 3 million barrels per day by 
1980 will not be achieved because of a slowdown in explora
tion since 1974; 

(b) the creation of seven new States in 1975 (not foreseen 
in the Plan) has added considerably to the capacity 
and need for puolic sector spending; and 

(c) domestic and import price inflation has far exceeded 
original projections while the cost of many projects in 
the Plan have been grossly underestimated. 

9. The most serious and difficult short-term economic management 
problem facing the Nigerian Government is the need for a drastic reduction 
in government spending. Since a reduction in current expenitures is diffi
cult to achieve (unless Nigeria's large army could be demobilized more 
quickly) the effort to reduce government spending must focus on the Federal 
and State Government capital budgets. To protect the balance of p~yments and 
domestic monetary stability, the total of 1977/78 capital budgets would have 
to be cut by some 40 percent, or N 4.5 billion. Arbitrary budget cuts should 
be avoided as much as is possible. New budgeting procedures are required to 
insure that future budget appropriations truly reflect the Government's 
resource position and development priorities. 

10. The present situation calls for a fresh re-assessment of develop
ment policies and priorities, some policy changes, and the formulation of a 
domestic and external borrowing strategy. The Third Five-Year Development 
Plan (which was revised and enlarged in 1976) can no longer serve as the 
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sole guide to the allocation of resources because its overall ("effective") 
expenditure targets are excessively high in relation to the likely avail
ability of resources, including net domestic and foreign borrowing. One 
positive aspect of the current situation is that Nigeria's external debt is 
very modest and the debt service burden slight. So, in this sense, the 
country is now creditworthy for very substantial external borrowing. How
ever, without a carefully thought out external borrowing plan, there is 
a danger that Nigeria would quickly accumulate a large debt with relatively 
short maturities, thus harming the country's longer-term creditworthiness. 

11. To restore and enhance Nigeria's long-term growth and export 
potential on non-petroleum sectors, a number of macro-economic policy adjust
ments are required in addition to the immediate need for Federal and State 
Government capital budget reductions. An adjustment or preferably a series 
of adjustments of the exchange rate to reflect differential inflation rates 
between Nigeria and its principal trading partners would be the single most 
effective policy measure to improve the incentive framework for agriculture 
and manufacturing and to remove the biases in favor of imports that have 
gradually crept into the system. Exchange rate adjustments could at the 
same time generate large amounts of additional Government revenues in Naira 
terms. 

12. Another significant and beneficial macro- policy change would be 
to raise interest rates, in particular Government on- lending rates, to 
reflect the growing scarcity of financial resources, to encourage savings, 
and to reduce the danger of resource misallocation. Further, consumer sub
sidies and most agricultural producer subsidies should be gradually reduced 
and eventually removed. In addition, Government should aim at making the 
major Federal Corporations (in particular NEPA, the Ports Authority, the 
Railway Corporation and the Airways Corporation) largely self-financing, and 
creditworthy for both internal and external borrowing. Finally, there is a 
need for a more transparent policy towards private foreign investors, par
ticularly with regard to the valuation of equity shares in existing enter
prises affected by the new indigenization requirements and the allocation of 
quotas for expatriate staff. Private foreign investment can still make a 
significant contribution to Nigeria's development goals, notwithstanding 
the new indigenization requirements which specify higher percentages for 
Nigerian ownership of enterprises. 



CHAPTER I 

RECENT ECONOMIC DEVELOPMENTS 

Political and Social Objectives 

1. Politically Nigeria has been dominated for over a decade by the 
Military. The civil war, which erupted shortly after General Gowan assumed 
power in 1966, demonstrated clearly the need for greater national unity and 
consciousness. At present, 7-1/2 years after the end of the crisis, "nation
building" is still the overriding political objective in Nigeria. Generally 
the policies to achieve this have stressed diffusing regional power by sub
dividing the Federation into more States, first twelve in 1967, then nine
teen in 1976, and by strengthening local government authorities. The latter 
has been accomplished both by holding free popular elections for local govern
ment officials in 1976 (the first such elections held in more than a decade), 
and by allocating a portion of Federal and State revenues to these authorities. 

2. The military has continuously reiterated its intention to return the 
government to civilian hands. General Muhammed, who overthrew and succeeded 
General Gowan in July 1975, reaffirmed his Government's intention of relin
quishing power, and set October 1979 as the target date for the return to 
civilian rule under a new constitution. General Obasanjo, who succeeded 
General Muhammed in February 1976, has assured that an orderly, step-by-step 
approach towards the transfer will be carried out. Thus a Draft Constitution 
has been published and is being discussed extensively throughout the nation. 
The local government elections of 1976 and the improved funding of the local 
government authorities (1977) were further important steps in this process. 
The precise nature of the new civilian government is difficult to predict, 
but the Draft Constitution and supporting documents are likely to have a 
significant influence on the outcome of the current debates. It is gen
erally expected that the new government will comprise an "American" style 
executive presidency, a two-chamber legislature and an independent judiciary. 
A constituent Assembly, the body which is to debate, amend, and approve the 
Draft Constitution, is to be elected on August 31, 1977. 

3. The Third National Development Plan (1975-1980) and the Draft 
Constitution both contain significant discussions of Nigeria's economic and 
social objectives. Both documents were drafted during economic boom times: 
many laudable national objectives were adopted for Nigeria, yet few, if any 
limits or priorities, were established. Each document mentions the Govern
ment's responsibility for economic development, but heavy emphasis is also 
placed on the Government's role in promoting social and economic equality. 
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GDP growth through 1974 l/ 

4. Nigeria's recovery from the economic disruption of the civil war 
(1966-1970) had begun even before the cessation of hostilities in January 
1970. Rapid growth of GDP continued during the early seventies, averaging 
about 8.3 percent through 1974. The growth was due mainly to the rapid 
expansion of petroleum production and to the recovery of construction and 
industrial output in response to pent-up local demand following the war 
years. The recovery process was facilitated by excess productive capac-
ity and increased import capacity due to expanding petroleum production. 
Petroleum was already in 1973 becoming a dominant factor, and some signifi
cant new trends in the economy were becoming apparent. Agricultural produc
tion was stagnating (partly due to drought) while inflation was becoming a 
serious problem. Large increments in petroleum tax revenues permitted the 
public sector to expand markedly, both in absolute terms and relative to the 
private sector. Imports also jumped dramatically in each year beginning in 
1973. The huge increase in petroleum export prices in 1974 accelerated this 
process, but much of the rise in Government revenues initially served to 
increase foreign exchange holdings and Government balances with the Central 
Bank. 

GDP growth in 1975 and 1976 

5. The lack of reliable and comprehensive price statistics for recent 
years means that there is considerable uncertainty about constant price 
national account estimates, particularly after 1974. The figures presented 
in Table 1 below and in appendix Tables 1- 7 may be subject to revision and 
should be used with caution. It is clear that petroleum production, which 
by the end of 1974 accounted for a third of GDP, declined sharply in 1975, 
as did agricultural production (appendix Table 30C). Had it not been for 
the Government's ability to further increase public spending by drawing 
down its bank balances, the overall production growth rate in 1975 would 
have been negative. 1976 was a recovery year for agricultural and petro
leum production but the rate of growth in most other sectors declined. 
Agricultural production increments have lagged far behind population growth 
(thought to be 2.5 percent per year). The growth rate in the construction 
sector as reflected in Table 1 above may be under-deflated, and thus over
state the amount of real growth. Services generally and Government services 
in particular have grown rapidly, especially in the past few years. The 
average rate of growth of agriculture and manufacturing from 1970 to 1976 was 
2.0 percent or considerably less than the overall GDP growth rate of 7/8 
percent per year. The growth in real gross domestic income (GDY) was, of 
course, much faster than the growth of GDP at constant (1973) prices because 
of the significant improvement in Nigeria's terms of trade that occurred in 
1973/74, following the quadrupling of petroleum export prices. In 1974 GDP 

l/ Performance prior to 1975 is described in greater detail in the Bank's 
Country Economic Memorandum, No. 1235-UNI (June 30, 1976). 
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Table 1: REAL GROWTH RATES OF GDP BY TYPE OF ACTIVITY, 1975 and 1976 
(Constant 1973 Prices) 

1975 1976 Annual Average 
(% increase over 1970-1976 

Sector previous year) 

Agriculture, etc. - 3.6 2.4 0.1 
Oil -27.6 21.7 11.6 
Mining and Manufacturing 26.6 8.3 ll. 5 
Construction 20.6 11.1 22.5 
Government Services 46.3 12.5 18.4 
Other Services 24.1 12.6 6.7 

GDP 3.4 10.2 7.8 

Source: Mission estimates based on Central Planning Office Statistics 
(see also Appendix Table 1). 

(in real terms) made a quantum jump of around 38 percent over 1973 (appendix 
Table 6) and an estimated 75 percent of this increase was due to terms of 
trade improvement. The contraction of petroleum production in 1975 combined 
with the continued rapid expansion of Federal and State Government expendi
tures led to a rather sudden reversal of the Government's overall resource 
position during fiscal year 1975/76. An overall balance of payments deficit 
also occurred in 1976 for the first time in a decade. 

Public Finance Since the Oil Boom 

6. The overall fiscal situation deteriorated rapidly in 1975/76 as is 
shown in Table 2 below. 

Table 2: SUMMARY OF FISCAL POSITION, 1971/72-1977/78 
(N million) 

Federal Government Balance 
Consolidated States' Balance 

Federal and State Governments 
combined 

Accumulated 
1971/72-1974/75 

+2083 
- 1033 

+1050 

1975/76 1976/77 1977/78 
(estimate) (budget) 

-1390 - 79'+ -4500 
- 252 - 320 -1800 

-1642 -1114 -6300 
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Overall deficits of almost N 3 billion were accumulated during the first two 
years of the Plan (1975/77). The Federal Government financed its deficits by 
drawing down deposits with the Central Bank and is now (June 1977) no longer 
a net creditor to the banking system. This implies that any further deficits 
must be financed by borrowing either internally or externally. State's deficits 
were covered by loans from the Federal Government which were mainly financed 
from the proceeds of development bond issues. At the beginning of fiscal year 
1977/78 the States owed the Federal Government N 1,126 million, but because 
of the apparent inability of State Governments to repay those loans and the 
difficulty of apportioning liabilities to the newly created States, some 
N 804 million of this debt was written off. 

External Accounts Since the Oil Boom 

7. The balance of payments began to reflect the altered resource posi-
tion in 1976. The huge surpluses in 1974 and smaller ones in 1975 enabled a 
tenfold increase in foreign exchange reserves during those two years (Table 3). 

Table 3: SUMMARY OF BALANCE OF PAYMENTS ACCOUNTS (current prices) 
($ million) 

1973 1974 1975 1976 

Commodity exports 3792 9770 8186 10149 
Commodity imports 1925 2666 5806 8066 

Balance on Current Account + 85 +4494 + 69 - 352 
Changes in international 
reserves (- = increases) -278 -4963 -176 + 

Source: Table 8, statistical appendix. 

Note: There are some differences between changes in international 
reserves as published by the IMF in International Financial 
Statistics in dollar equivalents and those published by the 
Central Bank of Nigeria in Naira terms. These differences 
are probably due to different exchange rates used except 
for 1976 when the difference between these two sources is 
too large to be explained in this way. According to the 
IMF, reserves in 1976 fell by the equivalent of $600 million 
which is 60 percent more than the corresponding figure 
indicated by Central Bank sources. In this table and in 
table 8 of the Appendix Central Bank sources have been used. 

376 

Overall deficits in 1976, the result of greatly expanded imports, required 
a drawdown of reserves of about N 235 million ($376 million). The first 
five months of 1977 saw a further reserve drawdown of about $600 million 
but part of this was related to the purchase of equity in foreign-owned 
firms affected by indigenization requirements. From 1974 through 1976, the 
value of exports (93 percent of which is accounted for by petroleum), did 
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not grow, while the value of imports increased by almost 300 percent. All 
categories of imports expanded rapidly, but particularly noteworthy are the 
increments in food imports. Stagnation in agriculture, rapid internal food 
price increases, greatly expanded import capacity and a lowering of tariffs 
on imported food, all contributed to this (Tabl e 4). Indications are that 
during the first half of 1977, the growth of food imports further accelerated. 

Table 4: NIGERIA'S NET EXTERNAL FOOD TRADE BALANCE, 1974-1 976 
($ million) 

1974 1975 1976 

All food except Cocoa 1../ -230 -458 -662 
Fats ]j + 49 + 4 - 33 

Total as % of Visible 
Import Bill 6.7% 7.8% 8.7% 

ll Total of SITC Section 0 minus Group 072. 

~/ Total of SITC Section 4. 

Source: Nigeria Trade Summaries. 

Public Sector Investments 

8. The size of the public sector continued to grow rapidly in 1975 
and 1976, both absolutely and relative to the private sector. In 1972, 
Federal and State Government revenues amounted to 20 percent of GDP, while 
in 1975 the proportion was 37 percent. Federal and State Government expend
itures as a percentage of GDP were 22 percent in 1972 and 50 percent in 1976. 
Government capital expenditures increased much more rapidly than the current 
expenditures. Recurrent expenditure increases were in large part related to 
the Udoji wage and salary awards. Public capital expenditures reached N 5.8 
billion in 1976 (30 percent of GDP) which was 86 percent of estimated gross 
fixed capital formation in that year. A large part of public capital expend
itures (estimated at between 50-60 percent) is for building and construction 
activity. Because of the high rate of inflation occurring in that sector, 
real output (as explained in paragraphs 14-16 below) has increased at a 
much slower pace than suggested by the tremendous increases in puQlic sec
tor capital expenditures. 

9. It is impossible to determine with any precision what would have 
happened to the different categories of Federal revenue and expenditure 
if the dramatic oil price increase of 1973/74 had not taken place. For 
example, import duties would presumably not have decreased, imports would 
not have increased so rapidly, wages and salaries would not .have increased 
so much, and inflation in general would have been less. Without the oil 
price increase oil production would almost certainly have been higher. 
The mission has nevertheless attempted to make an approximate quantitative 



- 6 -

assessment of the incremental Federal revenues due to the oil price increase 
and of the allocation of those incremental resources. In Table 5 those incre
mental revenues are estimated at N 6.76 billion (approximately $10.8 billion) 
for three years, 1973/74-1975/76. 

Table 5: ESTIMATED INCREMENTAL FEDERAL REVENUES 
DUE TO 1973/74 OIL PRICE INCREASE (1972/73-1975 /76) 

(N billion) 

Actual 
revenue 

Estimated revenue 
without oil price increase 

Incremental revenue 
due to oil price increase 

1972/73 
1973/74 
1974/75 
197 5/76 

1.39 
2.17 
5.18 
5.86 

1.39 
1.61 
2.18 
2.66 

TOTAL 

0.56 
3.00 
3.20 

6.76 

10. Assuming that expenditure categories would not have increased faster 
than revenues without the oil price increase, the allocation of the estimated 
incremental revenues has been roughly as follows: 

Table 6: AN ESTIMATED ALLOCATION OF INCREMENTAL 
FEDERAL REVENUES (1973/74- 1975/76) 

Allocation to States 
External lending 
Domestic lending 
Federal current expenditures 
Federal capital expenditures 
Liquid assets 

Totals 

(N million) 

1973/74 

60 

500 

560 

1974/75 

300 
50 

150 

900 
1600 

3000 

1975/76 

800 
150 
300 
700 

2600 
-1350 

3200 

Table 6 above shows that the bulk of the estimated incremental revenues has 
been used for the financing of additional Federal Government capital expen
ditures. A functional breakdown of those expenditures suggests that they 
were heavily concentrated in transport and communications infrastructure, 
housing and buildings for education and administration. Of the N 700 million 
incremental Federal current expenditures (197 5/76) almost so·· percent has been 
allocated to two Ministries: Defense and Education. 
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11. An important question to be raised is to what extent the Government's 
utilization of the incremental oil revenues has contributed to social develop
ment and to a strengthening of Nigeria's future growth potential. Although 
it is too early to express any definitive judgement on the long-term effects 
on society and the economy the overall picture appears to be a mixed one. 
Potentially one of the most significant benefits to the economy is the vast 
improvement in transportation (particularly roads, ports and airports) and 
communciation facilities resulting from the numerous infrastructure projects 
that are being executed throughout the Federation. In five or ten years 
Nigeria's transportation network and communication facilities should be 
among the best in Africa. This will undoubtedly stimulate economic activity 
and raise productivity in other sectors. Whether these benefits will be 
lasting depends, of course, in large measure on the maintenance of the newly 
acquired assets. 

12. The mission is concerned that the ongoing Five-Year Development 
Plan (chiefly a public sector investment plan) and the annual Federal and 
State capital budgets appear to take insufficient account of future recur
rent expenditure implications associated with new capital formation. This 
applies to infrastructure but in particular also to education and oth er 
social services which have received a large part of investable public re
sources in recent years. To mantain a balance between the creation of new 
facilities and the proper operation and maintenance of existing ones, Nigeria 
will probably have to start shifting the allocation of budgetary resources 
in favor of the latter, i.e. the current budget, and slow down the rate of 
new public sector capital formation. 

13. One of the most significant costs associated with the oil boom is 
the accelerated domestic price inflation that has plagued the economy ever 
since 1974. A special section below is devoted to the cause and effects of 
inflation and related Government policies. At this point it is important 
to mention that inflation is having the effect that the Government is accom
plishing less in terms of new capital formation and real income growth 
than had been envisaged in the Third Plan. l/ To some extent this could 
have been avoided through a more careful preparation and phasing of Govern
ment capital expenditures. The sudden influx of significant incremental 
resources after 1973 did initially lead to a "money is no object" attitude 
in certain Government circles. · The emphasis was on getting projects started 
as quickly as possible, often without proper preparation or evaluation. The 
initial lack of cost consciousness and a preparedness to let large contracts 
on a turnkey basis has undoubtedly contributed to cost inflation. ' It is at 
this stage not possible to express an opinion about the likely future pro
ductivity of recent and ongoing public sector capital f ormation. Many of 
the infrastructure projects have a long gestation period while most of t h e 
large Federally sponsored industrial projects are still under preparation 
or in the early phases of implementation. 

l l For l ack of detailed informatio n of Plan progress in physical terms, 
it is impossible to determine how much less is likely to be accomp l ished. 
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The Growth of the Construction Industry 

14. Since an estimated 50-60 percent of Nigerian Government capital 
expenditures result in building or construction of various description, the 
capacity of the industry to deal with the tremendous expansion of demand for 
its services since 1974 deserves special attention. National account estimates 
as reflected in appendix Tables 1 and 2 suggest that the rate of inflation in 
the construction industry was 35 percent in 1974, 31 percent in 1975, and 57 
percent in 1976. 

15. The growth of value added in real terms for those years is estimated 
in appendix Table 1 at 15, 21, and 11 percent respectively. It should be 
stressed, however, that there is considerable uncertainty about the actual 
price inflation in building and construction during those years. Industry 
sources report even higher rates of inflation for individual construction 
inputs (in particular cement and structural steel) and for standard contracts 
than the ones used for estimating constant price national accounts in appendix 
Table 1. The use of (incomplete) industry price data would suggest that the 
real growth of value added by the construction sector may have been signifi
cantly less in 1975 and 1976 (only 9 percent and 1 percent respectively) than 
indicated by national account statistics. This could mean that the industry 
had in fact reached--at least temporarily--the limits of its absorptive 
capacity in 1975 and that any attempt to spend more on construction there
after only fueled inflation either because of constraints in the construc
tion industry itself or constraints in supporting services and facilities. 

16. Profit margins in the construction industry are reputed to be 
very large (although few construction companies pay income taxes) and wages 
for unskilled construction workers have increased at least 25 percent per 
annum on average since 1973. These wage increases, together with the large 
expansion of employment opportunities in construction since 1974 (no recent 
employment statistics are available) have indirectly raised the cost of 
farm labor. In several rural areas there is evidence of a growing labor 
shortage. This in turn has contributed to the stagnation in agriculture. 
In short, excess demand in the construction sector appears to have been 
a significant contributor to domestic price inflation, both directly and 
indirectly by its impact on food production and po~t congestion. 

The Growth of Manufacturing Output and Investment 

17. The measurement of manufacturing output is also complicated by the 
choice of a suitable price deflator, but it appears that real growth has been 
strong. The index of industrial production published by the Federal Office 
of Statistics (appendix Table 24) indicates that increases in manufacturing 
output averaged 14 percent per year from 1970 through 1976. Reliable infor
mation on industrial investment is unavailable, but there appears to be some 
sluggishness especially with respect to private investment. Government-spon
sored industrial investment by contrast has increased very ·rapidly but few of 
the medium sized and large public manufacturing projects that were started 
after 1973 have reached the production stage. This suggests that recent 
output increments are in large part due to greater capacity utilization. 
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18. The apparent low rate of private manufacturing investment may or 
may not persist depending, in part, on future Government policy toward private 
indigenous manufacturing enterprises. The most significant current influence 
on such investment is undoubtedly the indigenization policy. The first Indi
genization Decree (1972) allowed some enterprises to be wholly foreign owned 
and others to be 60 percent foreign owned. This was followed by a second 
Indigenization Decree (1977) which requires that all firms must be at least 
40 percent Nigerian owned, while many should be 100 percent Nigerian owned 
by November 1978. The second Decree may have been on balance, destablizing 
because of the expectation it created that further decrees containing even 
stricter indigenization requirements would follow. This may have been a con
tributing factor underlying the apparent recent slowdown in private manufac
turing investment. Yet the indigenization process seems to have progressed 
in an orderly manner. Most foreign private investors appear to have accepted 
the inevitability or even the desirability of majority local ownership. The 
aim of the Government is to spread ownership as widely as possible and to this 
end, two branches of the Lagos Stock Exchange are to be established in Kaduna 
and Port Harcourt. 

Inflation 

(i) Introduction 

19. No survey of recent economic developments in Nigeria would be com
plete without an analysis of the causes and effects of inflation and Govern
ment's efforts to deal with the problem. However, there are no reliable price 
statistics for recent years. Therefore, the following analysis is necessarily 
somewhat speculative. It is certain, however, that domestic price inflation 
has been a major problem in Nigeria from the early seventies to the present. 
In 1971, the year of the Adebo wage awards, the consumer price index went up 
by 15 percent. The rate of increase fell to 3.5 percent the following year 
and rose steadily to an estimated 43 percent during 1975, which was the year 
of the Udoji wage awards. Thanks to active Government intervention in pricing 
and in augmenting supplies of certain goods, the index is estimated (by the 
mission) to have risen by only 20 percent in 1976. Prospects for the next 
few years are uncertain. The Government's target is to reduce inflation to 
15 percent in 1977 and to 10 percent the following year. The mission expects 
that inflation of the order of 15- 20 percent per annum is the likely minimum 
through the remainder of the current Plan (1980). 

(ii) Causes of Inflation 

20. Import price inflation has been an important factor after 1973 
but the major cause has undoubtedly been an excessively rapid expansion of 
Federal and State Government expenditures (mostly on capital account). Both 
internal and external supply bottlenecks (in particular those related to 
port congestion) caused scarcity premiums for a wide variety of goods and 
services. These in turn led to rapid wage and other productio'n 'cost in
creases. The Udoji wage and salary awards of 1975 suddenly and significantly 
increased consumer demand which put further strain on an already overheated 
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economy. Price increases in the construction industry are believed to have 
been one of the principal vehicles for spreading inflation throughout the 
economy. 

(iii) Effects of Inflation 

21. Inflation has had an effect on production costs, relative prices 
and income distribution. Perhaps the most significant and from a development 
point of view potentially most dangerous long-term macro-economic effect has 
been the rapid rise of local production costs in agriculture, industry and 
other sectors. The petroleum sector, because of the huge gross profit mar
gins, is probably the only goods producing sector which is largely immune 
to domestic price inflation. The growth potential of most other sectors, 
however, except (import) trade, have been or will be adversely affected by 
the combination of high domestic inflation and a relatively stable exchange 
rate. ~/ For example, it is already evident that farm production costs in 
some areas have risen so fast that it is now cheaper to import several staple 
foods than to produce them locally. Similarly, several domestic industries 
now find it financially more attractive to expand their business through 
trade of imports rather than through expanding local production. 

22. The import bias of the economy has been strengthened by relative 
price and cost developments in favor of foreign suppliers. At the same time 
the non-petroleum sectors will find it increasingly difficult to expand 
production for export which means that the economy's dependence on oil as 
the only major export earner which is likely to increase. There are indeed 
clear warning signals that the exchange rate of the Naira is already over
valued for most sectors, except petroleum. The long-term harmful effect 
of an overvalued exchange rate on development and income distribution are 
well known and need not be elaborated here. Port congestion has so far 
afforded a considerable additional and unintended margin of protection 
against imports to many local producers but when the congestion abates, 
as must be expected to occur when the current major port expansion projects 
near completion, the need for a more appropriate exchange rate will become 
increasingly pressing. 

23. The effect of inflation on the distribution of income is less 
clear but there are indications that rural/urban terms of trade have turned 
against the farmers, especially the smallholders who work with little or no 
capital. In addition, farm gate prices appear to have risen less fast than 
farm production costs for many crops. This suggests that the income of many 
small farmers has not only declined relative to that of wage earners but may 

~/ The exchange rate of the naira is unilaterally determined by the 
Central Bank of Nigeria in relation to a trade weighted .. basket of 
currencies. The naira appreciated in 1974/75 (about 8 percent against 
the U.S. dollar) and, in June 1977, was only slightly above the rate 
that prevailed during the three years preceding the oil boom. 
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also have fallen in absolute terms, except in those areas where productivity 
increased faster than production costs which is believed to have been the 
case in some of large northern rural development project areas. The princi
pal beneficiaries of inflation have probably been the traders (especially 
importers), the construction industry, self-employed professionals and some 
of the larger farmers. There is, in fact, some doubt whether a majority of 
Nigerians has benefited so far from the oil boom. GDP expenditure statistics 
(Appendix Table 3) suggest that private consumption may even have declined 
after 1974. It is not certain that a fall in private consumption has in fact 
occurred or that it has been as drastic as suggested by national account 
statistics. It is possible that the real growth of investment and the real 
growth of GDP in 1975 and 1976 have been overestimated while the growth of 
private consumption was underestimated. 

(iv) Government's Anti-Inflation Policies 

24. The Government formed an anti-inflation Task Force in August 1975 
(which reported in October of that year) and followed many of its recommenda
tions. Unfortunately, the Task Force report did not take a strong position 
on the question of the level and growth of Government expenditures which, 
in the opinion of the mission, was already at that time the main engine of 
inflation. The Task Force concentrated mainly on monetary and fiscal policies, 
price controls, supply interventions, food production and marketing, and the 
improvement of transport services. 

25. The Government has indeed attempted and in substantial measure 
succeeded, at least so far, to fight inflation by controlling prices, wages, 
interest rates, credit expansion, dividend payouts, liberalizing import re
strictions, and by subsidizing certain consumer goods and farm inputs. In 
some cases the subsidy is direct and significant (for example the 75 percent 
Federal subsidy on fertilizers delivered to State distribution centers). In 
most cases however, the subsidy is indirect and occurs as a result of under
pricing of goods and services supplied by public agencies. The Government 
also reduced a number of taxes. Import duties as a percent of the c.i.f. 
value of imports gradually fell from somewhat over 40 percent in 1972 to 17 
percent in 1976. In addition the exchange rate of the Naira was slightly 
appreciated in 1974 and 1975 which also had an inflation-dampening effect. 
Credit and interest rate policies were also designed to assist in the fight 
against inflation. (Monetary developments and interest rate policy form 
the subject of a special section below, starting with paragraph 28.) To 
increase the supply of essential goods and to supplement the activities 
of private traders, the Government created the National Supply Company 
which imports and distributes key consumer goods such as sugar, salt, milk, 
sardines·, stockfish, and rice. Cement and fertilizers are imported in bulk 
by other Government agencies. Chilled beef is flown in by the Meat and 
Livestock Authority at the rate of 300 tons per week and wheat imports 
receive priority treatment in the ports. Many of these Gove.~~nt imports 
are sold domestically at, or below, cost. 
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26. The cost to Government of the various subsidies is high but cannot 
be precisely quantified because many are ''hidden" in the accounts of special
ized agencies. MOst Federal Corporations have held their prices constant for 
a decade or longer in spite of rapid inflation. The result has been that 
most public Corporations cannot even cover their operating costs (let alone 
their capital expenditures) and have consequently become a heavy drain on 
the Federal budget. The Government has recently announced that it intends 
to review public service and utility rates in order to ensure that the ser
vices are not "over-subsidized". Some steps in the right direction (electric 
power and airfare rate increases) have already been taken but much remains 
to be done. As part of a policy aimed at the gradual reduction of consumer 
subsidies, the Government might consider setting targets for the dates at 
which the major Federal Corporations and other public commercial organiza
tions should become self-financing and creditworthy for commercial borrowing. 

27. One of the reasons for the mission's expectation that, during 
the next three years, inflation in Nigeria is unlikely to fall much below 
the (estimated) 1976 rate of 20 percent is that many recent anti-inflation 
policies based on reduced sanction and subsidization cannot be sustained 
for long because of the growing pressure on Government resources. Several 
of the actions and policies that are now required (for details, refer 
Chapter III) to reduce the budget dificit, to prevent excessive external 
resource gaps and to improve the incentive framework for agriculture and 
industry, may initially, rekindle domestic price inflation. But, fortunately 
there is much scope for productivity improvements in most sectors and, with 
proper policies, the problem of inflation can eventually (after some adjust
ment years) be overcome. 

(v) Monetary developments and interest rates 

28. The evolution of money supply and monetary assets clearly reflects 
the tumultuous changes in the economy following the oil boom (appendix Table 
14). More than eight fold increase in foreign exchange reserves in 1974 
enabled the banking system to expand lending to the private sector very 
rapidly, at least until 1976, when as part of the Government's anti-infla
tion monetary policy, limits on the further growth of commercial bank lending 
to private borrowers were imposed. At the same time allocation requirements 
were introduced to promote the flow of credit to directly productive sectors, 
in particular agriculture and manufacturing (appendix Tables 16 and 17). 
These credit expansion ceilings and sectoral allocation requirements have 
been generally adhered to by the commercial banks, except with res-pect to 
lending for agricultural development which remained below target. 

29. Whatever inflation suppressing effect credit policy may have had 
was wiped out by the rapid drawdown by Government of its huge cash balances 
with the Central Bank to finance budgetary deficits. This drawdown of cash 
balances became the principal determinant of an almost three_ .. fqld increase 
in the money supply between 1974 and 1976. By the middle of 1977 the Govern
ment had fully depleted its cash balances and became again a net-debtor to 
the banking system. The result, with regard to the fight against inflation 
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is that there has been a conflict between credit policy, which aimed at 
credit restrictions to the private sector and capital formation, which 
occasioned the drawdowns of surpluses. 

30. Interest Rates have also been employed as an instrument to fight 
inflation and to stimualte production. The entire rate structure, as deter
mined by the Government, was lowered following the oil boom, but was raised 
again slightly with the introduction of the 1977/78 budget (appendix Table 18). 
Lending, deposit, and re-discount rates are still very modest by international 
standards and extremely low indeed in relation to domestic price inflation. 
Unfortunately, cheap credit also appears to have stimulated consumption loans, 
thus probably increasing instead of reducing certain types of inflationary 
pressure. 

31. Commercial banks (now all 60 percent Government owned) have been 
very liquid in recent years but a continuation of credit restrictions and low 
lending rates (as well as low margins) has rendered them rather inactive as 
promoters of development. Their loan maturity structure appears to have 
shortened and many are reluctant or unwilling to accept new depositors. 
Federal Government issues of development stocks, which have recently car
ried interest rates of 5- 6 percent for maturities of 15-25 years, have 
attracted little attention among the commercial banks. Consequently, about 
70-85 percent of the last few development loan issues have been purchased 
by the Central Bank. 

32. Nigeria's low interest rate structure may have been appropriate 
for a short period following the oil boom, but is now becoming increasingly 
anomalous. One of the most critical rates in the whole structure is the 
Federal Government's lending and on-lending rate for loans to the States 
and other public sector institutions. The three major public financial 
intermediaries, the Nigerian Industrial Development Bank, the Nigerian Bank 
for Commerce and Industry, and the National Agricultural Bank borrow their 
loan funds from the Federal Government at interest rates varying between 
2.5-5 percent. State Governments too borrow Federal Funds at very low rates. 
The result is a heavy demand for increasingly scarce Federal funds at a time 
when private and semi-private sources of funds, including banks, pension 
funds, insurance companies, etc. are awash with liquidity. Although some 
interest rate increases have been allowed for lending to private borrowers, 
Government's own on-lending terms have not been raised, nor has there appar
ently been much discussion on this important subject. 

34. In light of the growing pressure on Government resources, it is 
likely that Federal on-lending activity will diminish. In other words, sub
sidized credit is likely to be rationed, and recipients of Federal loans will 
have to borrow elsewhere at higher rates if their expansion plans are to be 
achieved. The announcement, at budget time, that States may henceforward 
borrow from internal sources other than t he Federal Government is an illus
tration of this development. Since the Federal Government itself is likely 
to become a significant borrower on the domestic capital market, the demand 
for credit may well exceed supply before long. When that happens, the pressure 
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to increase the entire interest rate structure will undoubtedly mount very 
quickly and it would be unwise to resist those pressures. Indeed, from a 
macro-economic point of view, it is no longer appropriate to keep interest 
rates low as an instrument to combat inflation. 

(vi) The Development Plan, 1975-1980 

35. The Third Plan, launched April 1, 1975, presented the Government ' s 
proposal for the allocation of public savings. After General Gowan's over
throw, a revision of the Plan was undertaken. The Revised Plan, published 
in April 1977, was in fact no more than a slightly different listing of public 
sector projects. It contained no new macro-economic projections and no indi
cation of policy changes. In nominal terms, the "rise" of the Revised Plan 
exceeds that of the original Plan by N 10.5 billiion. Part of the cost in
crease is due to revised project cost estimates, part to additional projects 
and part to project scale increases. The sum total of project costs is now 
estimated at N 43.3 billion. The broad sectoral allocation of expenditures 
has not changed appreciably, although there was some shift in emphasis towards 
power, water, housing and urban facilities (appendix Table 22). 

36. Capital expenditure targets in both the original and the Revised 
Plan are expressed in "nominal" and in "effective" terms. The effective 
amount (N 26.5 billion in the Revised Plan, and N 20 billion in the original 
Plan) represents the anticipated actual capital expenditures during the Plan 
period, but each spending unit has been informed that it can spend up to its 
nominal allocation. The nominal-effective differentiation makes it difficult 
to ensure a balanced expenditure pattern in all times, but especially now, 
when available resources are inadequate to meet Plan target. 

37. Mission projections of Federal Government resources for the balance 
of the Plan period suggest that even the Revised "effective" Plan is unreal
istically large and therefore no longer suitable as a guide to allocating 
public savings in the annual budget. The absence of a credibly revised and 
curtailed Plan suggests the urgent need for an alternative annual capital 
budgeting procedure. The overall Federal budget deficit for 1977/78 (after 
statutory and non-statutory transfers to the States and to local government 
authorities) amounts to N 4.5 billion which could not be financed except 
through excessive reliance on Central Bank credit. Even if the actual spend
ing on capital account should fall short of the budgeted amount (N 7.25 bil
lion) by some 20- 30 percent, as is the Government's expectation, the remain
ing overall deficit would still be of the order of N 2.3-3 billion which 
presents a serious threat to monetary stability. 
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CHAPTER II 

ECONOMIC PROSPECTS THROUGH 1980 

Introduction 

38. The mission has made projections of Nigeria's balance of payments 
and public finance accounts for the period 1977 through 1980. Projections 
of this kind are generally accident prone, but this applies ~ fortiori to 
the Nigerian situation for the following two reasons. The first i s the 
paucity of reliable economic data: no official national accounts exist 
for years later than 1973/74, and many other statistical series a re them
selves projections or provisional figures based on estimates. The second 
is that changes whi ch have occurred due to the civil war, and to oil price 
increments are not of the smooth, evolutionary type suitable for trend 
extrapolation. As a result the mission's projections are not based on 
extrapolations of r ecent trends but on judgments and expectations concerning 
a plausible evolution of the main macro- economic parameters under differing 
policy assumptions. In general terms the projections underline the need 
for drastic expenditure reductions and a number of macro policy changes to 
promote savings and to improve the incentive framework for the directly 
productive economic sectors. (Policy recommendations form the subject of 
Chapter III.) 

The Petroleum Sector 

39. Since crude oil output accounts for 93 percent of exports, 82 
percent of Government revenues and 31 percent of GDP (in 1976), assumptions 
concerning future output levels and prices are crucial. It is now evident 
that the Third Five- Year Development Plan's crude oil production target of 
3 million barrels per day by 1980 will not be reached. Production fell in 
1975 to 1.5 million barrels per day due to a slackening of world demand. 
It picked up again in the second half of that year and slowly rose to the 
current level of around 2.2 million barrels per day (the same as in 1974) 
which is close to the capacity limit of existing pumping and storage 
facilities. Because Nigeria's· oil reserves are contained in many small 
fields, exploration to discover new fields is essential to maintain or 
increase production levels. In recent years, due to unfavorable taxes, 
exploration activities have declined sharply. A field- by- field analysis 
of reserves and past production indicates that, in the absence of new 
discoveries, production could decline to 1.75 million barrels per day by 
1980 and 1.2 million barrels per day by 1985 (appendix Table 30B). 

40. In April 1977, the Government introduced a new (fiscal) incentive 
package designed to encourage oil exploration and there ar~ indications that 
some of the rigs and drilling crews that were removed from Nigeria by the oil 
companies since 1974 will return to the Delta area in response to this pack
age. It is possible that production will rise to an average of 2.4 million 
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barrels per day by 1980 and 2.5 million barrels per day thereafter. If pro
jected domestic refinery use of crude oil is taken into account, net export 
availability is estimated at 2.1 million barrels per day in 1977 rising to 
2.2 million barrels per day by 1980. The price assumption used is that 
crude oil export prices will remain constant in terms of import purchasing 
power. 

Public Finance 

41. The most pressing economic problem in Nigeria at present is the 
apparent lack of control over Federal and State Government expenditures. 
Sizeable deficits have occurred in 1975/76 and 1976/77 and an excessively 
large deficit has been budgeted for 1977/78. Uncontrolled deficits will 
fuel domestic price inflation and lead to larger negative balances on ex
ternal current account. To demonstrate the need for expenditure control, 
in particular on capital account, and the likely effect of such controls 
on the balance of payments, the following paragraphs review the fiscal 
prospects for the remaining three years (1977/78-1979/80) of the current 
Third Five-Year Development Plan. 

42. All macro-economic projections confirm that the containment of 
public sector expenditures should be the most important objective of short
term econom.ic management in Nigeria. A continuation of recent expenditure 
growth rates would cause severe disruption of the economy and adversely 
affect the prospects for future development. A reduction in real terms of 
recurrent expenditures is, as always, difficult to achieve and especially 
as in Nigeria where recurrent defense expenditures represent almost 40 per
cent of total Federal recurrent expenditures (excluding transfers to the 
States and Consolidated Revenue Fund charges). Recurrent expenditures could 
also be reduced through the removal of various subsidies. Revenues could be 
improved through better tax collection, higher on-lending rates, etc. There 
is also scope for increased taxation. 

43. Yet, the mission is of the opinion that, because of the urgency 
and the magnitude of the public finance problem, most relief will have to 
come from a reduction in Federal and State Government capital expenditures. 
Because of ongoing project commitments, the immediate flexibility for con
taining capital expenditures is probably smaller than it is in the medium 
term. The mission was unable to determine the magnitude of capital expendi
ture commitments for 1977/78 and beyond. 

44. In the following analysis the attention is focussed on the finan-
cial prospects of the Federal Government only. The State Governments have 
in the past developed overall (consolidated) budget deficits which were 
covered by Federal Government loans but in light of the fiscal prospects 
for the Federation as a whole during the next few years, the mission sees 
little scope for State borrowing from either the banks or the Eederal 
Government to cover their budget deficits. The projected Federal deficits 
are so large--even under the most favorable circumstances--that substantial 
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deficit financing by State Governments should be precluded. Consequently, 
the estimated consolidated State budget deficits for 1977/78 of~ 1.9 billion 
should not be permitted to materialize. 

45. To illustrate the need for drastic expenditure reductions in real 
terms and the budgetary effect of exchange rate adjustments, eight alter
native scenarios for the possible evolution of Federal Government finances 
during the next three years (the last three years of the Plan) are presented 
in Table 7 below. The table presents accumulated figure (1977/78 through 
1979/80) with the most pessimistic scenario in the upper left (CASE I-A) 
and the most optimistic situation in the lower right (CASE II- D). As the 
figures show, accumulated deficits will be smaller as expenditures are 
reduced (A through D) and/or as devaluations are undertaken (CASE II as 
opposed to CASE I). 

Table 7: EIGHT POSSIBLE SCENARIOS OF FEDERAL FISCAL 
POSITIONS FOR THE PERIOD 1977/78-1979/80 l f 

Capital expenditures Capital 
constant in real terms constant 

CASE I (no devaluation) A B c 

Federal Deficits 13.0 10.3 9.2 

Federal Current Budget 
Surplus 8.2 8.2 8.2 

Federal Capital Expenditures 21.2 18.5 17.4 

CASE II (10 percent annual 
devaluation) 

Federal Deficits 12.4 9.5 7.7 

Federal Current Budget 
Surplus 10.6 10.6 10.6 

Federal Capital Expenditures 23.0 20.1 18.0 

expenditures 
in nominal terms 

D 

7.1 

8.2 

15.3 

5.3 

10.6 

15.9 

ll For more detailed year-by-year pro j ections on which these agg regates 
are based, refer to tables 24 and 25 i n t he statistical appendix. 

46. In CASE I, current budget surplus projections are based on t he 
f ol lowing assumptions: ·. .. ~· 

(i) t he exchange rate of the Naira i s kept stable; 
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(ii) revenue projections are based on constant oil prices in 
real terms and oil exports as indicated in Table 30A of 
the statistical appendix; 

(iii) transfer payments to the States increase at the same 
rate as Federal revenues; 

(iv) Federal recurrent expenditures increase at 20 percent 
p.a . which is equal to the assumed rate of inflation 
for the next three years. 

Four alternative assumptions were made with regard to the evolution of 
Federal capital expenditures: 

A. actual expenditures in 1977/78 will be 20 percent below 
budgeted expenditures and grow at 20 percent p.a. thereafter, 
thus staying constant in real terms; 

B. actual expenditures in 1977/78 will be 30 percent below the 
budgeted expenditures of N 7.25 billion (which is the most 
optimistic Federal Government expectation) and grow at 20 
percent p.a. thereafter, again remaining constant in real 
terms; 

C. actual expenditures in 1977/78 will beN 5.8 billion (= 80 
percent of the budget appropriation of N 7.25 billion) and 
are kept constant in nominal terms thereafter; 

D. actual expenditures in 1977/78 will beN 5.1 billion (= 70 per
cent of the budget appropriation of N 7.25 billion) and are kept 
constant in nominal terms thereafter. 

47. In CASE II, current budget surplus projections are based on the 
same assumptions as in CASE I (in iv above) except that the exchange rate 
is devalued by 10 percent annually, starting in 1977/78. Additional assump
tions are: 

(1) revenue in Naira terms will grow 8 percent faster p.a. 
than in CASE I due to the exchange rate adjustments; 

(2) Federal recurrent expenditures will grow 4 percent p.a. 
faster than in CASE I due to the indirect price effects of 
exchange rate adjustments . 

The same four alternative assumptions were made with regard to Federal capi
tal expenditures except that in sub-cases A and B capital expenditures grow 4 
percent p.a. faster than in CASE I (due to devaluation induced price effects) 
while in sub- cases B and C capital expenditures are held corist~nt in nominal 
terms after allowing for a 4 precent increase during the first year, 1977/78. 
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48. A comparison of the eight scenarios of Table 7 above supports 
the conclusion that it is very difficult to see a solution to the emerg-
ing Federal deficit problem other than through a reduction of capital 
expenditures in real terms. Exchange rate adjustments have significant 
and nearly immediate revenue effects but in the absence of fairly drastic 
expenditure cuts, most or all of the incremental revenues will be absorbed 
by incremental expenditures due to devaluation-induced price effects. The 
effect of a 10 percent annual devaluation on the Federal Government's fiscal 
position in the absence of expenditure cuts would be to reduce the overall 
deficit over three years (1977/78-1979/80) by only N 0.6 billion in sub-case 
A and by N 0.8 billion in sub-case B. However, exchange rate adjustments 
used in combination with the assumed expenditure cuts would reduce the over
all deficit over three years by N 1.8 billion in both sub-cases C and D. 

49. The capital expenditure projections A and B in CASE I and CASE II 
(Table 7 above) are based on the assumption that the inflation rate is 20 
percent p.a. through 1979/80 implying no real growth in Federal capital 
spending. This is a rather optimistic assumption in light of the very sig
nificant real expenditure increases of the past few years. It will not 
be enough, however, to keep capital spending constant in real terms. An 
aggregate Federal deficit over three years of between N 10.3-13.0 billion 
would undoubtedly disrupt the balance of payments and domestic monetary 
stability. 

50. As excessive Government spending is one of the principal causes 
of high domestic inflation rates in Nigeria, a reduction in the capital 
spending would simultaneously reduce inflationary pressures. The exact 
quantitative trade-off between these two variables is very diffcult to 
determine. In the mission's projections it is assumed that price infla
tion will be around 20 percent annually through 1979/80 even if expendi
tures are reduced in real terms (sub-cases C and D). The reason for this 
is that even under those reduced expenditure assumptions, Federal deficits 
would still be large and probably require a substantial amount of Central 
Bank financing. In addition, it should be remembered that for the purpose 
of these projections, State Governments are assumed to keep their expen
ditures roughly in line with their revenues whi ch is another optimistic 
assumption. If no Federal capital expenditure reductions in real terms 
are made and State Governments should run up significant deficits, the 
rate of domestic inflation would most probably be far in excess of 20 per
cent p.a. Consequently, the projected overall deficits in cases A and B 
are probably underest i mated. 

5 1 . The projected deficits woul d be s maller if the Government succeeds 
in raising additional revenues or in reducing recurrent expenditures. The 
mission has not attempted to study in detail how much scope there is to 
reduce the deficit in these two ways. Instead the mission has concentrated 
on the potential for internal and external borrowi ng becau~~ .. t~ese are t h e 
main areas for new analysis in the Niger i an context at the present time. 
This does not mean that improvement in the budgetary situation through 
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increased taxation (including better collection) and reduced recurrent 
spending is considered less important or less plausible. For the sake of 
simplicity no alternative recurrent expenditure and revenue projections are 
considered, other than those resulting from devaluations. Since the pro
jected overall Federal deficits in sub-cases A and B (Table 7 above) are 
considered unmanageably large, the following two sections on domestic and 
external borrowing concentrate on sub-cases C and D only. 

Domestic Borrowing by the Government 

52. It is impossible to determine with precision how much the Federal 
Government could borrow internally (in a non-inflationary way) to cover pro
jected deficits. The domestic capital market is at present characterized 
by excess liquidity which could be absorbed by the Federal Government pro
vided interest rates are raised to induce the large commercial banks and 
institutional savers to invest their surplus resources in medium- and long
term Government paper. A rough (mission) estimate of the amounts the Federal 
Government might be able to borrow domestically over the next three years 
without raising the inflation rate above the (assumed) 20 percent p.a. is 
presented in Table 8 below: 

Table 8: FEDERAL GOVERNMENT DOMESTIC BORROWING, 1977/78-1979/80 
(N Million) 

Commercial Banks 

Central Bank 

Other Financial Institutions 
and Private Savers 

Total Deficit to be Financed 
CASE I C: 
(fixed exchange rate) D: 

CASE II C: 
(10% devaluation p.a.) D: 

Remains to be Financed from 
External Sources (in 
Naira terms) 

CASE I 
(fixed exchange rate) 

CASE II 
(10% devaluation p.a.) 

C: 
D: 

C: 
D: 

Total 

2000 

1600 

500 
4100 

9200 
7100 

7400 
5300 

5100 
3000 

3300 
1200 

1977/78 

800 

600 

200 
1600 

3100 
2400 

2900 
2200 

1500 
800 

1300 
600 

1978/79 

600 

500 

150 
1250 

3100 
2400 

2600 
1900 

1850 
llSO 

1350 
650 

1979/80 

600 

500 

150 
1250 

3000 
2300 

1900 
1200 

1750 
1050 

650 
-50 
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External Borrowing by the Government 

53. The remaining external borrowing requirements for the period 
1977/78-1979/80 shown in Table 8 above underline the urgent need for 
expenditure restraints. It should be stressed again that the four alter
native estimates of net external borrowing requirements are based on the 
assumption that Federal capital expenditures will remain constant in 
nominal terms after 1977/78 (sub-cases C and D) and that there will be no 
State deficits. In view of Nigeria's very modest current external debt 
the country could probably borrow significant amounts abroad during the 
next few years. However, the net inflows required to finance projected 
Federal Government deficits would be very large even under drastic ex
penditure reduction assumptions. In Naira terms the (net) external borrow
ing requirements range from a low of N 1200 million (CASE II D) to N 5100 
million (CASE I C). Table 9 below shows the projected (net) external 
borrowing requirements of the Federal Government in dollar equivalent. 
Because CASE II assumes an annual devaluation of the Naira by 10 percent, 
the borrowing requirements in dollar terms in that case are proportionately 
lower. 

Table 9: FEDERAL GOVERNMENT EXTERNAL BORROWING REQUIREMENTS 
EXPRESSED IN DOLLARS ASSUMING SAME FEDERAL BUDGET 
DEFICITS AND DOMESTIC BORROWING AS IN TABLE 6 

($ Million) 

Total 1977/78 1978/79 1979/80 

CASE I C: 7854 2310 2849 2695 
D: 4620 1232 1771 1617 

CASE II C: 4215 1802 1683 730 
D: 1587 832 811 -56 

54. External borrowing requirements expressed in dollar terms look 
less foreboding in CASE II (which assumes a 10 percent annual depreciation 
of the Naira) than in CASE I. In view of the fact the Nigerian Government 
has borrowed very little on medium- and long-term international capital 
markets since 1974 it is difficult to estimate how much could be raised 
abroad during the next few years. The mission's best estimate is that, in 
terms of net disbursements, the maximum that could be raised by the Govern
ment is probably somewhere between $1-3 billion. This would suggest (see 
Table 9 above) that in addition to severe Federal capital expenditure cuts 
in real terms, (sub-cases C and D), a gradual depreciation of the Naira 
(CASE II) would be required to maintain a manageable public finance situa
tion. 
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Balance of Payments 

55. The focus of the analysis is now shifted to the projected external 
resource gaps and the external borrowing requirements of the country as a 
whole. The projections are made on a calendar year basis but for ease of 
comparison it is assumed that calendar year 1977 corresponds to fiscal year 
1977/78, etc. in Tables 7, 8 and 9 above. Again, a number of alternative 
scenarios are considered. These balance of payments scenarios (all expressed 
in dollar terms) follow the same basic set of assumptions as in CASE I, A, B, 
C, and D. CASE II is not explicitly considered as it is assumed that the 
short term (3 years) effects on the balance of payments of a 10 percent 
annual depreciation of the Naira are likely to be small. Exports in dollar 
terms are not affected by exchange rate variations as most export prices, 
including oil, are expressed in internatinal currencies. Imports, in dollar 
terms, would be somewhat lower in the event of annual depreciations, but 
probably not significantly since the short-term (3 years) price elasticity 
of demand for imports is zero. The only major policy variable under the 
control of the Nigerian Government that could have a significant short 
term impact on the balance of payments is the level of Federal Government 
capital expenditures. 

56. Table 10 below presents mission projections of Nigeria's balance 
of payments on current account for the years 1977 through 1979 using the 
same capital expenditure assumptions as in Table 7 above, CASE I, A - D. 
In these projections it is assumed that 40 percent of Federal capital ex
penditures are spent on imports. Therefore a reduction of such expenditures 
by $100 million would lead to import savings of $40 million. The current 
account projections in Table 10 confirm the main conclusions reached in the 
section on public finance, namely that Nigeria's internal and external 
financial deficits would rapidly become unmanageably large unless capital 
expenditures are cut in real terms. The only scenario (of the four presented 
in Table 10) which yields external gaps that might be covered through external 
borrowing is D. Under that scenario Federal capital expenditures are assumed 
to remain constant in nominal terms at N 5.1 billion a year. 
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Table 10: MISSION PROJECTIONS OF NIGERIA'S BALANCE OF PAYMENTS 
ON CURRENT ACCOUNT, 1977-1979 

($ billion) 

TOTAL 
1976 1977 1978 1979 1977-79 

(reference year) 

Commodity Exports 9.4 12.2 13.1 14.7 40.0 

(of which petroleum) (8.8) (11.0) (11.8) (13. 5) (36. 3) 

Commodity 
plus net-invisible 
imports A 9.8 14.4 15.4 18.1 47.9 

B 9.8 13.8 14.7 17.2 45.7 
c 9.8 14.4 14.5 16.0 44.6 
D 9.8 13.8 13.8 15.4 43.0 

Current Account 
Balance A -0.4 -2.2 -2.3 -3.4 -7.9 

B -0.4 -1.6 -1.6 -2.5 -5.7 
c -0.4 -2.2 -1.4 -1.4 -4.9 
D -0.4 -1.6 -0.7 -0.7 -3.0 

57. Turning now to the question of possible sources and limits of 
external finance (for the economy as a whole ) during the next three years 
(excluding normal trade credits of less than one year maturity) some hypo
thetical figures are shown in Table 11. It should be stressed that these 
figures are purely illustrative. 

~ . . '. 
'· 
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Table 11: ILLUSTRATION OF POSSIBLE SOURCES OF EXTERNAL FINANCE 
1977-1979 

($ million) 

TOTAL 
1976 1977 1978 1979 1977- 79 

(reference year) 

Private foreign 
investment (net) 400 430 500 600 1530 

Public general purpose 
financing (net) -370 400 500 600 1500 

Public project financing 
(net) 120 250 350 720 

Reserve dr awdown 1../ 376 

Total 406 950 1250 1550 3750 

(of which net public 
sector borrowing) (520) (7 50) (950) (2120) 

Unfilled gaE (+= surplus) 
A - 1250 - 1050 -1850 -4150 

(refer current account 
balances, table B - 650 - 350 - 950 -1950 

c - 1250 - 150 + 150 -1250 

D - 650 + 550 + 850 + 750 

ll Reserve drawdown in 1976 is actual, while for 1977-1979 no reserve 
drawdowns are assumed. This brings out more clearly what the "unfilled 
gap" would be . In light of the significant actual reserve drawdowns 
during the first 5 months of 1977 it is likely that most or all of the 
unfilled gap for that year will be covered by reserve drawdowns. 

58. The capital inflows assumed in Table 11 above are not projections 
but rather illustrations of orders of magnitude that might be feasible if 
a proper foreign borrowing strategy is formulated and certain policy measures, 
as discussed in the next chapter, are taken to protect Nigeria's long- term 
growth potential and creditworthiness. Nigeria is no doubt. <:.re.ditworthy for 
a very substantial amount of external borrowing but the limits of eredit
worthiness is not only a function of the present, very low level of external 
debt but also of policies pursued. 
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59. A comparison of Tables 9, 10, and 11 above suggests that the only 
set of assumptions which yield budget deficits and external resource gaps 
that are potentially manageable, is represented by CASE II: D. In that case 
the projected total Federal Government deficit for the three year period 
(1977/78-1979/80) would beN 5.3 billion, the balance of payments current 
account deficit for the three years would be $3 billion, Government domestic 
borrowing (net), would beN 4.1 billion, Government external borrowing (net) 
would be $2.22 billion and private sector external borrowing (net) plus 
private direct foreign investment would be $1.53 billion. If those projec
tions should materialize, Nigeria would even be able to increase her foreign 
exchange reserves by about $750 million which would be necessary to maintain 
roughly the same import coverage as at present. Therefore, the conclusion 
is that, in addition to the need for a number of policy changes, discussed 
in the next chapter, drastic expenditure cuts and exchange rate adjustments 
are required during the next three years from both a public finance and a 
balance of payment point of view. 
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CHAPTER III 

POLICY RECOMMENDATIONS 

Budget Revisions 

60. The preceding analysis indicates that Nigeria is facing the possi
bility of large and potentially disruptive resource gaps developing over the 
next few years. The turn-around in Nigeria's resources position--which was 
originally (1974) not expected to occur until 1980 or thereafter--has in 
fact already happened. Following the oil boom of 1973/74 there were only 
two surplus years. Both internal and external deficits began to re-emerge 
as early as 1975/76. At first this seemed to be no cause for serious con
cern as the accumulated surpluses (foreign exchange and Federal Government 
balances with the Central Bank) were so large that they could comfortably 
accommodate the deficits of 1975/76 and 1976/77. But the situation has now 
changed. External reserves, though still ample by the standards of most 
developing nations, should not be permitted to fall much further. Since the 
Federal Government has depleted its balances with the banking sytsem, there 
is a need for immediate policy action. 

61. At present, the economy has a number of features which will assist 
in the adjustment process. Nigeria's external debt is very low and there is 
also sufficient flexibility in the system to correct the trends of the past 
few years. One of the most important positive aspects of the current situa
tion is, that the Federal Government, in spite of its overspending, is still 
a very substantial net saver (the 1977/78 recurrent budget surplus of N 2.8 
billion is the equivalent of about 15 percent of the 1976 GDP). This means 
that it should be within the power of the Nigerian Government to prevent 
serious imbalances from occurring through timely corrective action. 

62. The most pressing need is for a reduction in Government expendi-
tures. This applies equally to the Federal and State Governments. Since 
the Federal Government will need to borrow all it can domestically to fi
nance the expected 1977/78 Federal budget deficit--even at a reduced level 
of capital expenditures--State Government expenditures have to be kept in 
line with the State revenues. This means that State Governments will have 
to reduce their 1977/78 (capital) budgets by about N 1.9 billion, or N 100 
million each on average. This should not be an unmanageable task as the 
reduced total for all States (N 2016 million) is still more than 25 percent 
higher than their actual aggregate capital expenditures 1976/77. If the 
Federal Government wishes to pursue its recently announced aim of giving 
domestic borrowing privileges to State Governments, the Federal Government 
will have to cut its own borrowing by an amount roughly equal to the aggre
gate deficit financing by the States. 
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63. Federal capital spending will have to be reduced. Even if Federal 
revenues are higher than expectations set out in the 1977/78 budget as the 
mission assumes they will be ~/ the overall Federal budget deficit would still 
be of the order of N 4.5 billion, which is about N 2.9 billion in excess of 
the mission's estimate of what could be borrowed domestically without creating 
additional inflationary pressures in the economy. If in addition some N 338 
million net ($520 million) could be borrowed and disbursed from external 
sources, the remaining deficit would be about N 2.6 billion. This means, 
ideally, that the 1977/78 Federal budget deficit should be reduced from 
N 7.25 billion to around N 4.65 billion, or by N 2.6 billion. The combined 
Federal and State Government capital budgets for 1977/78 should therefore 
ideally be reduced by some N 4.5 billion (N 2.6 billion Federal + N 1.9 bil
lion States). Evidently, any savings that can be made on recurrent expendi
tures would reduce the need for capital spending cuts by the same amount. 

64. Should Federal capital expenditures be cut by less than N 2 .6 
billion, the difference would (in the absence of foreign borrowings in 
excess of N 338 million) most probably have to be advanced by the Central 
Bank and lead to additional reserve drawdowns. In the mission's public 
finance projections it was assumed that Federal capital expenditures in 
1977/78 will be kept at N 5.1 billion which implies reserve drawdown 
requirements of the order of $650 million. The resource projections in 
Chapter II further indicate that, in the absence of major oil price in
creases or recurrent expenditure savings, Federal capital expenditures 
will have to be kept at roughly the same nominal level of N 5.1 billion 
through the remainder of the current Five- Year Development Plan. 

Plan Revisions 

65. Under the projected resource conditions for the rema1n1ng three 
years of the current planning period, the (Revised) Plan can no longer 
serve as a guide for resource allocations and annual capital budgeting. The 
"effective," and a fortiori the "nominal" expenditure targets are too high. 
Many projects will have to be delayed and/or scaled down in size. It might 
be desirable to form a special task force to adopt an annual capital budget
ing strategy and to re-establish project priorities in light of the unex
pectedly severe resource constraints that are developing. A systematic 
review of the large Federally sponsored industrial projects could also lead 
to the conclusion that several can be scaled down in size without harm to 
future development prospects. For example, the three steel projec~s in 
the Plan (one fully integrated mill based on conventional blast furnace 
technology, and two natural gas based direct reduction plants) would, if 
implemented simultaneously, produce up to three times as much steel as is 
currently consumed in Nigeria (excluding motor vehicle components). Since 
a contraction of public sector capital spending (as recommended) is likely 
to lead to a (temporary) reduction in steel consumption, two of the three 
steel projects could probably be delayed. 

~/ The Mission's revenue projection for 1977/78 is N 8.2 billion (appendix 
Table 24) while the budget document puts revenues at N 7.7 billion. 
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66. Another example of a major industrial project that could be 
reduced in size is the fertilizer project. The project, as presently con
ceived, would produce at least ten times as much fertilizer (in terms of 
nutrient content) as is presently consumed in Nigeria. Reduction of the 
project by one half or one third would probably still leave a surplus for 
export during the initial years and at the same time cut investment costs 
roughly proportionately. A re-phasing, or size reductions in several of 
the large Federally sponsored projects in the Plan would simultaneously 
reduce infrastructure requirements and other associated investment costs, 
thus contributing to a more realistic program of capital expenditures for 
the next three years. 

Exchange rate 

67. To correct the long-term adverse structural implications of an 
overvalued Naira, adjustment of the exchange rate as an instrument of 
development policy is recommended. One of the conclusions of Chapter I 
is that the Naira is now or shortly will be overvalued for most sectors, 
except petroleum. The combination of a relatively stable exchange rate 
and high rates of domestic price inflation during the past four years 
has significantly eroded the competitiveness of production in many Nigerian 
sectors, including agriculture, in relation to world market prices. This 
has indirectly contributed to an increased import bias of the economy and 
thus to reduced development prospects for agriculture and manufacturing. 
The mission recommends consideration of an exchange rate adjustment to 
reflect internal and external changes which have occurred over the past 
years. J../ 

68. The projections in Chapter II demonstrate that a gradual depre-
ciation of the Naira during the next few years (a 10 percent annual deval
uation was used for illustrative purposes) could significantly contribute 
to an alleviation of the public sector resource constraint. The mission 
recommends adoption of a "crawling peg" system allowing for relatively 
small, frequent exchange rate adjustments to compensate for differential 
inflation rates between Nigeria and its main trading partners. These 
periodic adjustments would follow and would be in addition to the "catching 
up" depreciation (see paragraph 67 above) that should be considered as a 
first step. 

69. The inflationary effects of an initial devaluation to ca~ch up 
with past developments may be relatively small as the economy is still 
characterized by physical import constraints (port facilities, transporta
tion). This means that the Government would capture part of the scarcity 
premiums that currently accrue to (import) traders. 

ll No precise quantitative recommendation is made as this should be the 
conclusion of a much more detailed and thorough analysis than the 
one presented in this report. 
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Interest rates 

70. Low interest rates may have been appropriate during the few 
years of overall resource surpluses following the oil boom but the situa
tion has now changed and financial resources are bound to become increas
ingly scarce . Hence interest rates (including those for agricultural credit ) 
should be increased to: 

(a) promote private savings; 

(b) discourage excessive capital use and improve resource 
allocation; 

(c) bring Federal on- lending rates in line with international 
rates at which the Government may be able to borrow; 

(d) encourage domestic financial institutions to buy Govern
ment bonds to be issued for the financing of capital 
budget deficits. 

There are some trade- offs between the recommended exchange rate adjustments 
and recommended increases in the entire interest rate structure, but the 
mission recommends moves in the right direction on both fronts simultaneously. 
A significant upward adjustment of Federal on-lending rates is of particular 
importance. 

Consumer Subsidies and Wages 

71. To fight inflation through increasing consumer subsidies is at best 
a short- term policy . The number of consumer subsidies in Nigeria and their 
aggregate cost to the Government is difficult to determine but many subsidies 
are hidden and not generally recognized as such. Examples are the rates and 
prices charged by public corporations and banks (to producers and consumers 
alike) for electricity, water, domestic air transport, rail services, port 
services, credit, and certain of consumption items imported by the Government 
Corporation in bulk. To improve public sector savings it is important that 
consumer subsidies be gradually reduced. At the same time emphasis should be 
placed on productivity improvements to prevent unnecessary price increases. 
A policy of restraini ng wage increases is a necessary complement to the recom
mended reduction on consumer subsidies. 

Producer Subsidies and Protection 

72. As in t he case of consumer subsidies, there are hidden and open 
producer subsidies. The low interest rates are a vehicle for delivering 
hidden subsidies to producers in Nigeria, as are t h e low rates for several 
Government services (in particular, road user charges, rail ·and air tariffs 
and port tariffs ) . The only major "open" producer subsidies known to t h e 
mission are a limited number of agricultural input subsidies ( in particular 
for fertilizers ) . One of the conclusions of this mission is that fertilizer 
subisides are relatively unimportant changes as a means to promote fertilizer 
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use, and that there are other types of measures more likely to promote long
term agricultural productivity improvements. There are also disadvantages 
associated with fertilizer subsidies, such as misallocation and inefficient 
distribution that are not associated with other types of farm improvement 
subsidies. Therefore, it is recommended that fertilizer and other agricul
tural input subsidies be gradually reduced and the agricultural credit sys
tems be developed to cater to the needs of the small as well as the big 
farmers. 

73. Tariffs can cause misallocation of production effort as well, if 
effective rates of protection exceed nominal rates. Recently (April 1, 1977) 
import duties on many industrial inputs, including machinery and raw materi
als, were lowered while duties on several finished products were held constant 
or increased. This was supposed to encourage domestic production by offering 
higher profit margins to domestic producers. Import substituting industries 
may indeed be temporarily encouraged by such policies, but at the expense of 
public revenues and also at the expense of in-depth industrial development. 
By giving greater effective protection to assembly-type industries enjoying 
protective duties on finished products, the long- term goal of domestic input 
and machine tool manufacturing is compromised. A better industrial develop
ment policy would seem to be to grant equal protection to producers of fin
ished goods and to the actual or potential producers of locally manufactured 
inputs. 

Public Corporations 

74. With the exception of the Nigerian National Petroleum Corporation 
(NNPC) all major Federal Corporations depend on the Federal budget for most 
or all of their capital expenditures and some require sizable additional 
subventions to cover operating losses. Continuation of this situation will 
eventually put an unbearable burden on the budget. As part of a policy to 
reduce subsidies generally, the Government might consider adopting target 
dates at which the major Corporations will become largely self-financing and 
creditworthy for internal and external borrowing to finance at least part of 
their capital expenditures. In contrast to the States (which are dependent 
on the Federal Government for about 85 percent of their revenues), the major 
Corporations do have independent revenue earning capacity. Therefore, from 
a financial development point of view, there is much to be said for gradually 
increasing the borrowing powers of (at least some of) the Corporations. Under 
the present fiscal arrangements in Nigeria, the States would have greater 
difficulty establishing their own independent creditworthiness than the 
Corporations. 

External Borrowing Strategy 

75. An external borrowing strategy needs to be formulated as quickly 
as possible. In working out such a strategy, it is important to preserve 
a balance between the maturity structure of various types of loans. Generally 
longer term loans are preferable to short term ones but it is most unlikely 
that the Government will be able to borrow all that is needed on long term. 
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A mixture of long term loans from international organizations, bilateral Gov
ernment loans, suppliers' credits, syndicated general purpose loans raised 
on the eurocurrency markets and perhaps international bond issues should be 
considered. Since Nigeria has hardly borrowed at all during the past four 
years and will probably have to start borrowing on an unprecedented scale, 
at least during the next few years, it may be desirable to create a special 
external borrowing task force to formulate a strategy and practical guide
lines. The greatest mistake that could be made would be to rely excessively 
on short-term suppliers' credits in response to the growing need for external 
resources. 

Private Foreign Investment 

76. There have been many changes in recent years in the conditions 
under which foreign companies can operate in Nigeria, and there is now a 
widely felt need for a fresh statement of policy on this subject. Such a 
statement could assist to allay fears that the two recent Indigenization 
Decrees (1972 and 1977), will be followed by further measures to reduce the 
control that foreign investors feel they have over their capital and tech
nology. 

77. Whilst statistical data on this subject is incomplete and out-of-
date, the impression is that private foreign investment, and in particular 
private foreign equity investment, has declined in recent years. This is 
a serious matter, since most existing and new private and publicly-spon
sored enterprises of some size are dependent on technical, managerial and 
usually also financial partnership arrangements with foreign companies. 
Apart from a degree of actual or perceived uncertainty with regard to the 
valuation of assets (for the purpose of transferring shares to Nigerian 
citizens or entities), there is considerable apprehension concerning the 
number and type of expatriates that individual firms may employ. It is 
understandable and generally accepted that the Government wishes to replace 
senior foreign technical and managerial personnel as rapidly as is practi
cal, but it is often felt that the pace of indigenization imposed upon the 
firms is unrealistic. A temporary relaxation of some of the expatriates 
quotas together with a fresh statement of policy on private foreign invest
ment, could do much to mobilize larger amounts of this important resource 
for development. 

~- . 
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Gross Domestic Product By Type of Activity 
at Constant (J973) Prices 

Agriculture 

Petroleum 

I 
I 

Ot :· cr mining & quarrying 

Nanu f actu.dng 

Ct.;ns true t l.on 

Electr icity & Water 

Tr2nsport and Con~unication 

Ge nera l Sove~~m8nt 

l!C:alth & Education 

Other Services 

Gros s Domestic Product at Factor 
Cost 

Indi~ect taxes less subsidies 
: : 

Gross nomestic Product at Market 
Prices 

Growth rate of GDP at factor cost 

Growth rate of non-oil GDP 

1970 

3262 

1002 

43 

448 

296 

30 

165 

361 

199 

950 

6761 

481 

7242 

1971 

3433 

1414 

63 

434 

418 

36 

202 

2'1.4 

1011 

7601 

542 

8149 

12.4% 

7.4% 

Sources: 1970-1973, Federal Office of Statistics 

1974-1976, Mission SstimatPS 
!/ Proj ections 

1972 1973 1974 

3183 3123 3331 

1673 1399 2190 

75 90 100 

537 591 595 

515 646 746 

42 52 59 

24 8 268 313 

334 1~63 547 

239 256 308 

1010 1065 1140 

7856 8453 9329 

491 460 448 

8347 8913 9777 

3. 4% 7.6% 10.4% 

-.1% 6.0% 8.9% 

(N Million) 

1975:-/ 197J) 

3212 3290 

1593 1938 

83 63 

797 890 

~uu 1000 

55 66 

420 489 

800 900 

483 587 

1300 1400 

9643 10623 

499 470 

10142 

3.4% 

12.8% 

11093 

10.2% 

7,9% 
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Table 2 ----
Gross Domestic Product bv Type of Activity 

at Current Prices 

1970 1971 

Agriculture 2576 3034 

Petroleum 490 944 

Other mining & quarrying 45 63 

Manufacturing 378 416 

Cor.struction 270 412 

Electricity & Water 37 41 

Transport & Communication 149 188 

Ge neral Government 343 377 

Health & Education 194 227 

Other services 799 950 

G.:o ss Domestic Product at Factor 
C)S t 5281 6651 

Indir ec t taxes less subsidies 400 500 

Gres s Domestic Product at Market 
Prices 5281 7151 ---
Growth: rate of GDP at factor cost 25.9% 

Grov1th rate of non-oil GDP 19.1% -

Sources: 1970-1973, Federal Office of Statistics 

1974-1976, Mission Estimates 

1972 1973 1974 

3093 3123 3531 

1144 1899 5671 

76 90 110 

511 591 655 

52/) 646 970 

48 52 59 

238 268 360 

339 463 766 

239 256 400 

979 1 065 1425 

7188 8453 13947 

480 460 520 

7668 8913 14467 

8.1% 17.6% 65.0% 

5 . 9% 8.4% 26.3'7.. 

~·- - ~ ... 

(N million) 
.l 

1975 1976 

3854 4271 

4921 6054 

H10 80 

1161 1501 

1477 1682 

66 83 

504 616 

1234 1496 

580 865 

1819 2263 

15718 18911 

813- 843 

16532 19754 

12.7% 20.3% 

30.5% 19.1% 
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TABLE 3 

ExEenditure on Gross Domestic Product at 
Constant (1973) Prices 

(N million) 

I 2/ 
I 1970 1971 1972 1973 1974 1975 ]:_/ 1976-

Growth 2/ 
Rate 2 1970-76-

Consumption 
]J 

5395 Private 5115 5532 5197 5557 6236 5852 

Public 672 732 828 950 1295 2316 2064 

Gross Domestic Fixed Capital 
Formation 1206 1583 1654 1746 2071 2932 3764 

E:•.i.Ju :c ts 0~ Goods 1457 1908 2079 2370 2509 2279 3692 

Non-factor services 72 87 103 93 128 120 150 

I -:-),; ::~rts o£ Goods 98~ 13G3 113~ 120:; l"r" jVO 2630 2972 

~!:;::-factor s.:r-.;ice.:::: "0" LJU 3JO 381 605 1G:/4 727 1000 

Gross Domestic Product 7242 8149 8347 8913 9777 10142 11093 

S':'urce: Nission Estimates, derived from Tables 1, 5, and 8 

. .,; 

Derived as res{dual and includes changes in stocks. J./ 

Jj The sudden drop in real private consumption may be a statistical aberration due to a change in GDP 
deflators (1973=100) used. However, it could also have actually occurred, or be due to an over 
estimation of the value of real investment. 

• 9% 

20.8% 

21 . 0% 

16.8% 

13 . 0% 

20.5% 

22.5% 

7.4% 



TABLE 4 

~ 
I 
J 

Expenditure on Gross National Product at Current Prices 

(N Million) 

5 
' 

I 
~ 

1 
j 
l 
I 

j 
l ,, 
• I 
' 

Consumption 

Privat~/ 
Public 

Gross Domestic Fixed Capital 
Formation 

Exports of Goods 

~on- factor services 

Imports of Goods 

Non-factor services 

Cross Domestic Product 

Factor Income Received from 
Abroad (Net) 

Cross National Product 

National ~~vings 

1970 

4264 
555 

845 

891 

62 

718 

218 

5681 

-322 

5359 

10 . 1% 

1971 1972 

5171 5123 
640 815 

1235 1480 

1345 1437 

77 94 

1060 959 

257 322 

7151 7668 

-431 -545 

6720 7123 

13.5% 16 . 6% 

' Source: Mission Estimates, derived from Tables 2 , 5, and 8 

~ 
! 
1 
l 
) 
j 

l l/ Derived as residual 8nd includes changes in stocks . 
I 

1973 1974 1975 1976 

5557 7221 7687 9000 
950 1500 3775 3288 

1746 2500 4780 6700 

2370 6106 5557 7594 

98 138 205 246 

1203 1666 4070 5586 

605 1332 1402 1489 

8913 14467 16532 1S754 

- 539 -375 -172 -190 

8374 14092 16360 15-564 

22.3% 38.1% 30.0% 37 . 2% 

Growth Rate 

1970-76 

13 . 3% 
35.0% 

42% 

43% 

26% 

41% 

38% 

23% 

24% 
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Table 5 

Gross Fixed Capital Formation 

{ 
{ 1970 1971 

Building and Construction 448 717 

Machinery 241 320 

Tran s port Equipment 126 164 

Land Improvement 30 34 

Gr os s Fi xed Capital Formation 845 1235 

Building and Construction 659 919 

Machinery 330 410 

Tr ansport Equipme nt 173 210 

Land Imp r ovement 44 44 

Gros s Fi xed Capital Formation 1206 1583 

·~ 

So u rce s: 1970- 1973, Federal Office of Statistics 

1 97 4 - 1 976, Mission e stima t e s 

1972 

At Current 

926 

322 

192 

39 

1480 

At Constant 

1007 

379 

2 26 

42 

1654 

by Type of Assets 

(N million) 

1973 1974 1975 1976 

Prices 

1170 1600 2631 3512 

331 580 1515 2044 

185 250 561 1064 

61 70 74 80 

1746 2500 4780 6700 

(1973) Prices 

1170 1333 1614 1973 

331 475 929 1148 

185 205 344 598 

61 58 45 45 

174 6 2071 2932 3764 
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Gro!;s Domestic Product 

Plus: Gains from Terms 
1/ 

of Trade-

Gross Domestic Income 

2/ 
Plus: Net Imports of Goods & Nfs- . 

Total SuEElY of Domestic Resources 

Gross Domestic Product 

Gross Domestic Income 

Total SupElY of Domestic Resources 

Supply of Domestic Resources 
(N Million) 

1970 1971 1972 1973 1974 

At Constant (1973) Prices 

7242 

-224 

7018 

-25 

6993 

8149 

-172 

7977 

-130 

7847 

12.5% 

13.7% 

12.2% 

8347 8913 

-381 

7966 8913 

-287 -660 

7679 8253 

Annual Growth Rate 

2.4% 

-0.1% 

-2.1% 

6.8% 

11.9% 

7.5% 

9777 

2481 

12258 

-2656 

9602 

9.7% 

37.5% 

16.3% 

Sources: Mission Estimates,derived from Table 3 

1975 

10142 

1224 

11366 

-266 

11100 

3.7% 

-7 • 3% 

15.6% 

1976 

11093 

0 

11093 

+130 

11223 

9.4% 

-2.4% 

1.1% 

Growth Rate 
1970 -76 

7.4% 

8.0% 

8.2% 

l/ Defined as the difference between exports deflated by the import price index and export deflated by the 
export price index~ The difference therefore represents the increase in the country's capacity to import 

attributable to changes in export prices relative to import prices. 

2/ Bolh import and expor t values deflated by the import price index. 
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Private Consumption 

Public Consumption 

Gross Fixed Capital Formation 

Total Uses SuEElY of Domestic 
Resources 

Private Consumption 

Public Consumption 

Gross Fixed Capital Formation 

Total Uses SUEElY 
~ 

= ~ 

Source: ~fission Estimates, derived 

Uses 

1970 

5115 

672 

1206 

6993 

As 

73.1 

9.6 

17.2 

100.0 

from Table 3 

TABLE 7 

of Domestic Resources 

(H Million) 
Growth Rate 

1971 1972 1973 1974 1975 1976 1970-1976 

At Constant (1973) Prices 

5532 5197 5557 6236 5852 5395 0 .9% 

732 828 950 1295 2316 2064 20.2% . 

1583 1654 1746 2071 2932 3764 21.0% 

7847 7679 8253 9602 lllOO 11223 8.2% 

:eercentage of total SUEElY of resources 

70.5 67.7 67.3 64.9 52.7 47.3 

9.3 10.8 11.5 13.5 20.8 18.4 

20.2 21.5 21.2 21.6 26.4 33.5 

100.0 100.0 100.0 100.0 100.0 100.0 
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TABLE 8 -----

Balance of Payreents 

1970 1971 1972 

Current Account 
Exports: Oil 517 981 1186 

Non-Oil 374 364 251 
Imports: Oil 52 51 45 

Non-Oil 666 1009 914 

Trade Balance 173 285 478 

Net Non-factor service Payments: Oil -81 -114 -140 
Non-Oil -75 -77 -102 

Net factor Payments Received: Oil -220 -320 -390 
Non-Oil -112 -110 -155 

(lnte.rests on external reserves) (-) (-) (10) 

~et Transfers 45 2 -14 

Balance of Current Account -270 -334 -323 
Capitdl Account 

D1rect Investment: on 89 109 196 
Non-Oil 94 129 102 

Other Private 82 130 -64 
·": 

Net Official: Oil 
Non-Oil 4 31 36 

Allocation of SDR 12 10 10 

Changes in Reserves 
(- = addition) -59 -128 -39 

Errors and Orni!:;sions 47 55 4 

~/ Provisional 

1973 

2006 
364 
41 

1162 

1167 

-210 
-297 

-415 
-156 

(16) 

-35 

53 

116 
71 

7 

-51 
3 

-174 

-23 

1974 

5671 
435 

52 
1614 

4440 

-253 
-941 

-308 
-67 

(98) 

-62 

2809 

186 
-4 

63 

-50 
54 

-3102 

46 

1975 

4766 
350 
118 

3511 

1487 

-259 
-934 

..-321 
149 

(295) 

-79 

43 

210 
80 

65 

-86 
-180 

-110 

-1.2 

(N million) 

~y 

5918 
425 

91 
4950 

1302 

-242 
-998 

-318 
+128 

(241) 

-92 

-220 

158 
92 

0 

-200 
-34 

+235 

-31 

Sou rce: 1970-1974, Central Bank of Nigeria 1975-]076 Mission Estimates based on provisional data from 
the Central Rank 
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Table 10 

COMPOSITION OF IMPCRTS BY COHMODJTY SECTIONS 

(H million) 

COHHODITY SECTIONS (S.l.T.C.) 1.<)71 1972 1973 1974 

(). Food and Li V{' Animals R7.9 95.1 126.3 154.8 

1.. Bevera ,i:_; es :md Tohacro 4.4 '~. 4 5.2 9.1 

2. Crude Materi~ls, Tnedihle Except Fuels 20.6 20.7 27.0 63.7 

3. Mineral Fuels, l.ubri cants and Related Materials C).O 9.8 u ·. 5 55.4 

4. Oils and Fats o. 7 l.l I. 4 3.6 

5. Chernical-> 122.0 102 o (I 133.4 191.0 

6. M.1nu far turf:'d Goods C.IAsslfled C:hieflv hy 
Materials 319.4 267.9 323.9 523.3 

7. Narhinery :lnd Tr:mspor t Erp1l prr>en t 428.R )9~. ') 491.4 611.8 

R. Hi sr f? I 1 :llleou s Manuf<lcturerl Article~ 70.R ~ 3.1 94.1- 114.0 

Cl. Miscellaneous Transactions 15.4 6.9 8.6 10.6 

Total: All Section~ ) ,078.9 990.1 1,224.8 1,737.3 

- - · --

.~··.: 

P~ovi •;iona l 

Source Federal Office of Statistics 

,I 
l r'l7 £.! 19i5 

297,. 9 439.4 
' 

48 63.2 

73.7 78.6 

100.2 174.9 

8.9 24.7 

333.2 396.4 

1008.0 1132.8 

1561.9 2442.7 

278.2 371.6 

11.5 15.4 

I 

: 
3721.5 I 5~39. 7 J 



Table 11 

IMPORTS BY EC MIC END-USE 

-- ·· --· -- ··- -
Value in (H mi ilion) Percentage of Total Imports 

I 
I 

1972 1973 1974 1975 1976 1972 1973 1974 1975 1.976 

I 
l. CONSUMER GOODS ! 

I 
I 

(a) Non-duraLle Consumer Goods 
(i) Food 99.4 131.4 166.4 306.8 464.1 10.1 10.8 9.6 8.2 9.0 

J 

( i i) Textiles ' 53.4 36.6 31.5 82.2 65.6 5.4 ] .o 1.8 2.2 
I 

I 1.3 

(iii) Other!> 118.5 138.7 173.7 378.6 479.5 12.1 11.4 10. 1 10.2 I 9.3 I 

11 
I 

(b) Durahle Consumer Goods- 111.5 139.) 164.0 526.1 866.4 11.3 ll. 5 9.5 14.1 I 16.9 
-

TOTAL 382 . 8 4M.J.2 535.6 129l. 7 1875.6 38.9 36.7 31.0 34.7 I 36.5 

2. CAPITAL GOODS 

(i) Capital Equipment 278.4 326.2 500.6 1634.9 2120.6 28.3 26.8 29.0 44 41.3 

( ii) 493.6 7.7 
I 

Transport Equipment 8H.3 116.0 116.8 285.8 9.0 9.6 6.8 I 9.6 

(iii) Raw Materials 22 J. 9 314.2 5U3.3 406.9 475 22 .8 25.8 30.0 10.9 9.2 

( i v) Fuel 9. 8 lJ.6 55.4 100.2 174.9 1.0 l.l 3.2 2.7 3.4 
·.~ 

~ : 600.4 770.0 1,191.1 61.1 63.3 69.0 i TOTAL 2430.4 3266.2 65.3 63.5 
~ I 

I 

'· I 

GRANO TOTAL 'Hn . 2 1,216.2 1,726.7 3721.5 ; 5139.7 oo.o 100.0 100.0 100 100 
- - · - - - ---- - I ·-- ~---- -- ·----

l/ Including Passenger Cars . 

Source: 1971 to 1974 Federal Office of Statistics. 
_975 and 1976 Miss ion computation uses Data from Federal Of fice Statistics. 



Table 12: FOREIGN EXCHANGE RESERVES 
($ Million) 

/1 
Coiiiiilercial Total - Central Bank Government 
Banks (Net) 

End of 1970 252 220 34 -6 

1971 461 427 32 0 

1972 415 371 46 -5 

1973 622 575 47 44 

1974 5644 5592 52 78 

1975 5759 5504 255 150 

1976 5341 4949 390 179 

* 
March 1977 4931 

ll Total does not include foreign asset position of Coiiiiilercial Banks. 

*Provisional 

~-



Table 13: External Public Debt, Disbursed and Undisbursed, by Type 

-
($ Millions) 

~ 1972 1973 1974 1975 1976 

Suppliers' Credits 92.9 79.3 63.4 52.6 32.8 

Private Bank Credits 19.3 31.0 28.1 24.2 20.4 

Publicly Issued Bonds 6.1 3.9 3.8 3.7 3.0 

Nationalization 432.4 435.7 277.2 

Multilateral Loans 215.7 282.5 301.9 335.7_ 364.9 

Bilateral Loans 279.7 322.3 361.7 398.6 404.3 

Total External 613.7 719.0 1191.3 1250.5 1102.6 
Public Debt 

Total Disbursed 592.8 701.6 1179.6 1241.5 1102.3 

Total Undisbursed 20.9 17.4 11.7 9 .3 

Source: World Bank 

]\ '" '· ...... 



Table 14 

Monev Supply and Its Determinants 
(N millii>n) 

At end of: 1971 1972 1973 1974 1975 ].976 ,. 
"'-

Cred i t to domestic economy (net) 1122.6 1269.2 1342.5 -389.9 488.6 2617.3 

Private c;ector: 

by Cf'ntral B;~nk 93-6 141.0 108.5 150.4 274.9 289.3 
Commercial Banks 497 . 6 609 .2 736 . 9 919.8 1512.2 2128.5 

Government sector: 
~· 

by Central Bank 232-4 124 . 2 115.3 -2115.7 -1858.7 -626.9 
Commercial Banks 294 .4 390.4 377.2 650.9 571.1 819.6 
Federal Saving Bank Deposits 4.6 4.4 4.6 4 . 7 6.1 6.8 .. . 

Foreign Assets (net) 285.2 251.0 418.5 3504.8 3840.0 3403.1 --- --- ,. . 
Central Bank 284 . 8 253.6 389.2 3456.8 3746.2 3290.3 
Commercial Banks 0.4 2.6 29 .3 4~.0 93.8 112.8 

Other Assets (net) - 402.4 -358.8 - 346.9 -95 8 .6 -706.1 -741.5 

Total Monetary Assets 1005.4 1161.4 1414.1 2156.3 3622.5 5278.9 

Quasi-Mone~ 376.4 461.2 586.9 977.7 1578,;2 1986.0 

Money Supply 629.0 700.2 827.2 11 78.6 2044 a 3293.0 --- ---

·~· Source: Central Bank 
: :· 

·-- .... 



1970 

1971 

1972 

1973 

1974 

·""'! 

March 
June 
September 
December 

March 
June 
September 
December 

March 
June 
September 
December 

March 
June 
September 
December 

March 
June 
September 
December 

1975' - March 
June 
September . 
December 

1976 March 
June 
September 
December 

Table 15: Composite ~vnsumer Price Index, 1970-1976 
(1960 = 100) 

Composite Consumer Rate of Inflati/n 
Price Index Of Which Food in Past Year.!. 

145.2 154.0 14.1 
153.4 169.8 12.9 
155.0 172.4 15.0 
155.8 172.9 13.1 

166.5 194.8 14.7 
182.5 229.8 19.0 
177.4 216.6 14.5 
179.1 218.8 15.0 

184.7 227.8 10.9 
185.6 231.0 1.7 
173.6 204.0 - 2.1 
172.9 199.9 - 3.5 

182.6 211.7 - 1.1 
194.5 233.2 4.8 
189.6 221.4 9.2 
203.9 244.6 17.9 

206.3 246.8 12.9 
218.6 268.4 12.4 
219.6 262.1 15.8 
224.0 269.8 9.9 

259.2 322.3 25.7 
293.3 381.7 34.2 
303.7 398.3 38.3 
317.7 420.7 41.8 

336.7 451.9 29.9 
348.3 469.9 18.8 
355.3 466.3 17.0 
360.3 467.9 13.4 

Annual Rate of 
Inflation }n 

uarter2 

23.3 
24.6 
4.2 
2.1 

30.4 
44.3 

-10.7 
3.9 

13.1 
2.0 

-23.5 
- 1.6 

24.4 
28.7 

- 9.7 
33.8 

4.6 
26.3 
1.8 
8.3 

79.3 
63.9 
15.0 
19.8 

26.2 
14.5 
8.3 
5.7 

1/ Rate of increase in Composite Consumer Price Index in the year ending with the last month of the quarter. 
2! Rate of increase in Composite Consumer Price Index that would take place in a year if rate of increase 

during the quarter would be main tained i n subsequent quar ters (compounded) . 



Table 16: Required Percentage Distribution of 
Commercial Bank Loans and Advances 

Category of borrower 

A. 

B. 

PRODUCTIVE SECTORS/SUBSECTORS 

(i) PRODUCTION 
Agriculture, forestry & 

fishing 
Mining & quarrying 
Manufacturing 
Real estate & construction 

(ii) SERVICES 
Public utilities 
Transportation and Communication 

TOTAL A 

LESS PRODUCTIVE SECTORS/SUB-SECTORS 

(i) GENERAL COMMERCE 
Exports 

..•. 

Imports 
Domestic trade 
Bills discounted 

.(ii) OTHERS 
Credit & financial institution 
Governments 
Personal and Professional 
Miscellaneous 

TOTAL B 

GRAND TOTAL (A+B) 

* Of which 5 per cent to Residential building and 5 ner cent to other 
building constructions. 

1972-1974 

45.0 

4.0 
4.0 

30.0 
7.0 

11.0 
3.0 
8.0 

56.0 

32.0 
10.0 
10.0 
10.0 

2.0 

12.0 
1.0 
2.0 
6.0 
3.0 

44.0 

100.0 

1975-1977 

48.0 

6.0 
2.0 

30.0* 
10.0 

10.0 
2.0 
8.0 

58.0 

30.0 
6.0 

10.0 
12.0 

2.0 

12.0 
3.0 
2.0 
4.0 
3.0 

42.0 

100.0 



Table 17: SECTORAL DISTRIBUTION OF COMMERCIAL BANK CREDIT AT THE 
END OF DECEMBER, 1970-1976 

A In Millions of Naira 

TOTAL Production Commerce Services Other 
Agriculture Manufacturing Total 

1970 351.4 7.0 76.4 115.9 167.5 19.7 48.2 
1971 502.0 9.3 119.7 178.0 221.2 35.4 67.4 
1972 619.5 19.2 144.0 222.6 222.2 49.4 125.2 
1973 753.4 21.6 182.2 286.6 267.1 62.8 136.9 
1974 938.1 27.2 258.5 395.7 284.9 73.2 184.3 
1975 1537.3 37.3 410.7 677.1 503.7 99.1 257.4 
1976 2122.8 79.6 609.0 1115.5 530.9 202.2 274.2 

B Percentages 

1970 100 2. 0 21.7 33 . 0 47 . 7 5.6 13.7 
1971 100 1.8 23.8 35 . 5 44 .1 7.1 13.4 
1972 100 3.1 23.2 35.9 35.9 8.0 20.2 
1973 100 2.9 24.2 38.0 35.5 8.3 18.2 
1974 100 2.9 27.6 42.2 30.4 7.8 19.6 
1975 100 2.4 26.7 44.0 32.8 6. 4 16.7 
1976 100 3.7 28.7 52.5 25.0 9.5 12.9 

Source: Central Bank 

r.·:.:: . 



Table 18 : NIGERIA'S INTEREST RATE STRUCTURE 

1972 thru 1974 1975 & 1976 1977 
1. Minimum Rediscount Rate (per cent) 4.5 3.5 4.0 

2. Treasury Bills Rate (per cent) 4.0 2.5 3.0 

3. Treausry Certificate Rates (per cent) 

(i) one year maturity 4.5 3.0 3.5 
(ii) two years maturity 4.625 3.125 3.625 

4. Produce Bills Rate (per cent) . 6.0 4.5 5.0 

5. Lending Rates (per cent) 

(i) minimum 7.0 6.0/1 6.0 
(ii) maximum 12.0 10.0 - 10.0 

6. Deposit Rates (per cent) 

(i) savings (minimum) 3.0 4.0 4.0 
(ii) time (minimum) 4.0 Negotiable 3.0 

7. Federal Savings Bank (per cent) 4.0 5.0 5.0 

/!. This rate was 9.0% in 1975 

Source: Central· Bank 



Table 19 : AJ2J.:~recia tions (+) and DeEreciations (-) of the Naira Relative 
to various Currencies 

(% changes) 

1974 1975 1976 1977 
II III IV I II III IV I II III IV I 

Yen/H 3.6 7.9 1.8 -2.0 0.7 1.3 0.1 -0.4 -1.4 -3.0 0.4 -2.9 

Pound 
Sterling/H -1.6 10.3 -0.6 -2.2 10.7 5.2 0.1 5.7 7.2 5.9 -2.0 -1.1 

Deutsche 
Mark/H -4.3 

.. 
6.8 -3.5 -7.1 1.3 7.0 1.2 -1.0 -1.0 -1.2 -5.4 0.5 

SDR/H 6. 6 ·. 1.9 -3.2 -1.5 1.9 3.6 1.2 1.5 0.6 -1.2 -0.8 0.2 

us 
Dollars/H 4.0 02.2 0.0 0.2 0.5 -0.1 -1.8 -0.1 -0.3 -0.2 -0.4 -0.1 

Source: I nternational Financial Statistics: June 1977 

..... 
: :' 



Table 20: Actual Federal Fiscal Performance Compared to Original Budget Figures (N Million) 

1973/74 1974/75 1975/76 1976/77 
Budget Actual Budget Actual Budget Actual Budget Actual }:./ 

Recurrent Revenue 1411 2174 3128 5162 5252 5830 5756 7310 
Oil 858 1458 2654 4194 4568 4614 4834 5752 
Customs and Excise 427 508 320 521 441 834 549 895 
Other 127 208 154 447 243 382 374 663 

Statutory Allocations 310 325 591 833 1054 959 1362 1314 
Non- Statutory Allocations 34 12 35 4 325 455 65 65* 
Federal Retained Revenue 1068 1837 2502 4354 3874 4416 4329 5931 

Recurrent Expenditures 786 786 1004 1073 1703 1975 2192 2455 
Defense 309 328 336 340 547 783 824 800* 
Police 53 53 79 99 132 121 102 133 
Education 12 13 93 129 240 295 443 598* 
Health 22 20 31 29 39 70 78 88 
Other 390 372 464 476 775 706 746 836 

Recurrent Surplus 282 1051 1499 3281 2171 2441 2137 3476 

Capital Expenditures 628 528 1692 1692 5453 3817 4342 4270 
Ext.Financial Obligations 28 5 108 268 57 172 109 52 
Economic 268 252 712 669 3275 1670 2289 2586 
Social 91 62 277 244 652 860 397 5 79 
Regional 35 33 248 244 487 219 515 360 
General Administration 206 176 347 267 981 896 1033 693 
of which: Defense 114 91 237 192 738 384 698 391 

Police 21 17 31 13 85 29 27 27 
Overall Balance - 347 - 523 -193 -1589 - 3282 -1707 -2206 -794 

Internal Borrowing 60 180 150 150 300 300 400 400 
External Borrowing 77 35 101 40 63 28 38 3 

* See footnote 

}:_/ Based on actual data for first nine months, assuming same relationship between last quarter figures and annual 
totals as existed in previous year . Where this lead to unreasonable results an estimate has been made on other 
grounds and an asterik has been added to the percentage figure. 
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1. 

1. 

1. 

Table21 REVENUE AND EXPENDITURE OF STATE GOVERNMENTS 1972/73-1976/77 
(N Million) 

Actual Actual 
ITEMS 

1972-73 1973-74 1974-75 

Independent Revenue 127,153 179,493 215,384 

Statutory Allocation 322,300 323,700 833,700 

Total Revenue 449,453 503,193 1,049,084 

Recurrent Expenditure excluding 
Transfers to Development Fund 402,864 513,344 688,543 

Recurrent Surplus -46,589 -10,151 +360,541 

Capital Expenditure 299,376 440,177 883,266 

Overall Surplus/Deficit -252,787 -450,328 -522,725 

Source: Central Planning Office 

Provi- Estimate 
sional 
1975-76 1976- 77 

293,200 353,100 

1,846,600 1,422,000 

2,189,800 1,755,100 

1,515,600 1,494,800 

+624,200 +250,300 

707, 771 2,560,908 

-83,571 -2,280,608 



Table 22: COMPOSITION OF ORIGINAL AND REVISED THIRD NATIONAL DEVELOPMENT PLAN ALLOCATIONS 

Nominal Allocations Effective Allocations 
Original Plan Revised Plan Original Plan Revised Plan 

N Billion % N Billion % N Billion % N Billion % 

Agriculture etc. 2.2 6.7 3.0 7.0 1.4 7 2.0 7.6 

Mining 2.7 8.2 2.6 6.1 1.4 7 1.5 5.7 

Manufacturing 5.3 16.2 5.5 12.8 3.8 19 3.2 12.1 

Power, Water, Housing and Urban 
Facilities 2.4 7.4 7.3 16.8 1.0 5 4.7 17.8 

Transport and Communications 8.6 26.3 13.2 30.5 5.5 27.5 7.8 29.4 

Services 7.1 21.7 6.0 13.9 3.9 19.5 4 15 

Administration and Defense 4.5 13 .5 5.7 12.9 3.0 15 3.3 12.4 

TOTAL 32.8 100 43.3 100 20.0 100 26.5 100 



N I G E R I A 

TABLE 23 Financial Position of Federal Government : Plan and Actual , in billion of Naira 

1975176 1976177 1977/78 
PLAN ACTUAL DIFFERENCE PLAN ACTUAL DIFFERENCE: PLAN BUDGED DIFFERENCE 

Revenues 6. 97 5. 86 - 1.11 7.73 7.30 - 0. 43 8 . 64 7.65 -0.99 

Allocations to States _. 1. . 52 1.45 -0.07 1.69 l. 39 - 0. 30 1.90 2.38 0. 48 

Federal Retained Revenue 5.45 4.41 -1.05 6. 04 5. 91 -0.13 6.7 4 5. 27 -1.47 

Recurrent Expenditures l. 58 1.98 0.40 2.17 2. 45 0.28 2. 56 2.51 - 0.05 

Recurrent Surplus 3. 87 2.43 -1.44 3.88 3.46 - 0.42 4.18 2. 76 -1.42 

Capital Expenditures 2.44 3.82 1.38 3.12 4.25 1.13 3.39 7.25 3.86 

Overall Surplus 1.44 -1.39 2.83 0. 75 - 0. 79 -1.54 0.80 - 4.49 -5.29 

June 1977 



N I G E R I A 

Table 24 MISSION PROJECTIONS OF OVERALL FEDERAL DEFICITS 

1977178-1979/80 

CASE I. Jo exchange rate adjustments. 
A + B Capital expenditures constant in real terms. 

Total Federal Revenues 

StatutorJ and Non-statutcry 
Transfers to States 

Federal Retained Revenue 

:ederal ~ecurrent Expenditures 

Federal Recurrent Surplus 

Federal Capital Expenditures 

Overall Federal Deficits 

C + D Capital eXPenditures constant in nominal terms. 

N billion 

1977/78 1978/79 1979/80 TOTAL 

8.2 9.2 10.5 27.9 

2.4 2.8 3.2 8.4 

·5. 8 6.4 7.3 19.5 

3.1 3.7 4.5 ll.3 

2.7 2.7 2.8 8.2 

A: 5.8 7.0 8.4 21.2 
B: 5.1 6.1 7.3 18.5 
C: 5.8 5.8 5.8 17.4 
D: 5.1 5.1 5.1 15.3 

A: 3.1 4.3 5.6 13.0 
B: 2.4 3.4 4.5 10.3 
C: 3.1 3.1 3.0 9.2 
D: 2.4 2.4 2.3 7.1 

i . 
• • • u 
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N I G E R I A 

Table 25 MISSION PROJECTIONS OF OVERALL FEDERAL DEFICITS 

1977/78-1979/80 

CASE II. 10 percent annual devaluation. 
A+ B Capital expenditures constant in real terms. 
C + D Capital expenditures constant in nominal terms. 

~ billion 

1977178 1978/79 1979/80 TOTAL 

Federal Revenues 8.9 10.7 13.2 32.8 

Statutory and Non-Statutory 
Transfers to States 2.6 3.3 4.0 9.9 

Federal Retained Revenues 6.3 7.4 9.2 22.9 

Federal Recurrent Expenditures 3.2 4.0 5.1 12.3 

Federal Recurrent Surplus 3.1 3.4 4.1 10. 6 

Federal Govt. Capital Expenditures A: 6.0 7.6 9.4 23.0 
B: 5.3 6.6 8.2 20.1 
C: 6.0 6.0 6.0 18.0 
D: 5.3 5.3 5.3 15.9 

Overall Federal Deficits A: 2.9 4.2 5.3 12.4 
B: 2.2 2.3 4.1 9.5 
C: 2.9 2.6 1.9 7.4 
D: 2.2 1.9 1.2 5.3 

r.·· '• 
4 • · • • I 
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Table 26: Quarterly Index of Industrial Production (1972 ::; 100) 

Electricity Manufacturing Mining Total 

1970 Quarter I 63.7 81.7 44.0 56.5 

II 69.0 80.5 52.4 61.8 

III 70.5 81.9 65.4 70.8 

IV 74.3 85.8 71.1 75.9 

1971 Quarter I 80.3 96.7 84.7 88.4 

II 84.4 94.5 84.9 88.0 

III 91.1 91.2 77.9 83.8 

IV 94 . 6 92.9 93.1 93.1 

1972 Quarter I 94.3 97.5 94.7 95.6 

II 99.8 96.5 97.8 97.4 

III 97.2 95 . 7 102.3 100.4 

IV 108.7 108.2 105.1 106.2 

1973 Quarter I 115.4 122.7 104.7 110.7 

II 115.4 122.2 108.1 112.8 

III 117.5 116.3 114.1 114.9 

IV 121.8 127.5 123.5 124.7 

1974 Quarter I 117.8 119.0 121.5 120.6 

II 127.5 112.0 125.5 121.2 

III 134.4 120.9 124.9 123 . 9 

IV 141.6 126.7 121.7 123.8 

1975 Quarter I 135.2 132.5 98.9 110.1 

II 172.3 147.2 86.7 108.1 

III 151.4 155.8 97.5 116.5 

IV 156.1 159.9 108.0 125.7 

1) 
I 159.8 160 . 4 110.0 127 . 3 1976 Quarter 

II 188.9 165.1 il2 .. 9 131.4 
III 167.6 170 . 2 110.8 131.1 

IV 169.4 186 . 6 111.9 137.1 

1) Provisiona 1 

Source: CBN, based on quarterly surveys of FOS 



Table 27: Production o f Minerals, by Quarter 1970-1976 
in Li1ousands of n:et ric ten s 

Cassiterite Tin t-ie tal Coal 

197U <.<uarter I 3.02 2.07 6.84 
II 2.61 2.12 15.60 
III 2.50 1.82 9.44 
IV 2.62 1.96 29.02 

1971 Quarter I 2 . 72 1. 92 23.15 
II 2.27 1.63 43.24 
Ill 2.45 2.03 55.10 
IV 2.47 l. 79 71.50 

1972 Quarter I 2.52 1. 74 81.73 
II 2. 11 1.80 74.83 
III 2.33 1. 64 95.27 
IV 2.14 1.56 89.39 

1973 Quarter I 2.27 1. 78 88.28 
II 1.82 1.33 89.66 
Ill 1.82 1.42 84.07 
IV 1.98 1.45 65.13 

1974 Quarter I 2.17 1.52 78.32 
II 1.67 1.43 49.91 
III 1.78 1.27 98.86 
IV l. 75 1. 32 76.78 

1975 Quarter I ·1.66 1.19 60.34 
II 1.44 .74 69.30 
III 1.60 .82 66.011/ 
IV 1.59 1.55 79.72-

1976 Quarter I 1.40 1.02 82.48 
II 1.21 .94 64.15 
III 
IV 

~ 

) 

Lioc s tone 

155.5 1 
159.26 
187.23 
186.40 

190.08 
200.21 
195. 35 
227.2S 

327.25 
266.50 
427.32 
384.47 

403. 90 
425.06 
505.35 
398.72 

474.79 
396.44 
466.58 
473.01 

414.13 
351.46 
418.76 
463.91 

114.11 
240.28 

ll Figure for December not available . Production in this month \~as 
assumed equal to the aYerage production in the two preceeding months. 

Source: -CBN 

"h' " ... 
.. •• u # 



Table 28 

Petroleum Sector Statistics 

Jan .1972 Jan.l973 Jul~ 1973 Jan.l974 Ju1:r 1974 Jan.l975 Afr.l975 Jan.~976 Jan~l977 

Output (average million barrel/day) 1.70 1.92 2.00 2.20 2.18 1.98 1-62 2.00 2.07 

Posted (tax-refer~nce)price, 
1/ 

.H/barre1- 1.98 2.26 2.57 9.67 9.04 9.02 7.33 8.55 9.45 

Export price, 
1/ 

H/barrel- 1. 74 2.14 2.80 7.09 7.42 7-15 7.05 s.oo 8.90 

Royalty rate (1<. of posted price) 12 .5% 12.5% 12 .s% 12.5'X. 14.5% 16 .6'X. 20'X. 20'X. 20% 

Profit tax rate (% of chargeable incoine) 55'fo 55% 55% 55 'X. 55% 65.75'X. 85'X. 85'X. 85% 

Government unit revenue from participation 
oil (H/barrel) 2.52 7.78 7.47 6.75 6.65 7.46 8.40 

Government unit revenue from company's 
equity oil (N/barrel) 1.12 1.28 1.sa s. 72 5.43 6.16 6.10 7.08 7.90 

Average unit gove rnment revenue from 
all oil (H/barrel) 1.12 1.28 1.87_ 6.44 6.49 6.41 7.30 8.20 

--------- ----------------------------------------------------------
!! 34° API crude 

Source: ~!issfpn Estimates dervied from various Government and international publications. ' 

( 



Table 29: Illustration of the Application of Nigeria's Oil Tax 
and Royalty Formulas to Typical Oil Producer 

Government revenues are derived primarily from taxes and royalties; paid 
by companies on "equity" crude and the sale of the Government's own 
"participation" crude. Additional revenue is obtained from acreage rentals, 
products, exports, etc., but these are limited in relation to royalties 
and taxes. 

Government revenue based on prices estimated to be in effect on January 1, 
1977 for 33° Bonny Light would be calculated as follows: 

A) Equity Crude 

Posted Price 
Royalties (20%) 
Est. Operating Costs 
(Including capital recovery) 

Tax ( 85%) 

$/bbl 

15.11 
3.02 
0.80 

11.29 

9.60 

Government "take" on equity crude: 

Prorated "take" on 45% equity 

B) Participation Crude 

Sales price 
Est. Operating Costs 
(Including capital recovery) . . 

14.22 
0.80 

13.42 

Government "take" on Participation Crude: 

Prorated "take" on 55% Participation 

Estimated Government revenue per barrel 

3.02 

9.60 

12.62 

13.42 

Government revenues as percentage of sales price 

Government Revenue 

5.68 

13. 06 

)\•' '· .. .. ... 
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Table 30: Oil Production Statistics 

A 

Production 

Re:finery use!/ 

Export 

B 

NIGERIA 
Projected Production, Local Use, and Export of 
Crude Petroleum - Assuming Resumption of exploration 
Following New Incentive Package 

millions b/d 

1977 1978 1979 1980 1981 1982 l983 198ti 

2 . 20 2.20 2.30 2.40 2.50 2 . 50 2.50 2.50 

0 . 06 0.06 0 . 06 0.16 0.16 0.16 0.16 0.26 

2.14 2.14 2.24 2.24 2.34 2. 3u 2.34 2.24 

Estimated Future Production bl Operating GrouEs 
Assuming no or Very Little Further EXPloration 

000 b/d 

1977 1978 1979 1980 1985 

Agip/Phillips NNPC 240 240 220 200 100 

Ashland/NNPC 10 10 10 10 

Gulf/NNPC 310 290 280 270 200 

Mobil/NNPC 220 200 190 180 100 

Elf/NNPC 85 95 100 100 80 

Texaco/Chevron/NNPC 55 55 ~0 4o 20 

Shell/BP/NNPC 1300 1100 1000 95C 700 

TOTAL 2220 1990 1850 1750 1200 

c Crude Oil Production in Millions of Barrels per Day 

1970 

1.08 

1971 

1. 53 

1972 

1.82 

1973 

2.05 

197u 

2.26 

1975 

1. 79 2.07 

1985 

2.50 

0.26 

2 . 24 

1977 (est. ) 

2.22 

Junel977 



Table 31 
NIGERIA 

REFINERY C/l.PACITY 

b/d 

NPRC(l) NNPC(2)(3) 
Port Harcourt Warri Total 

1970 55,000 55,000 

1971 60,000 60,000 

1972 60,000 60 ,000 

1973 60,000 60,000 

1974 60,000 60 , 000 

1975 60,000 60,000 

1976 60,000 60,000 

1977 (est . ) 60,000 (4) 60 ,000 

1978 60,000 60,000 

1979 60,000 60,000 

1980 60,000 100,000 160,000 

NOTES: 

(1) 

( 2) 

(3) 

Nigerian Petroleum Refining Company 

Ovnership: NNPC 6o% 

Royal Dutch/Shell 20% 

BP 20% 

Nigerian National Petroleum Corporation 

Ovnershi:p: Federal Government 100% est. cost over $500 million. 

NNPC plans to construct a 100,000 b/d refinery at Kaduna. 
the construction of a pipeline from the Delta to Kaduna has 
Production at Kaduna is expected to start in 1984. 1, . .. 

4 o,u ' 

A contract for 
been let. 

(4) Previously announced plans to expand Port Harcourt to 75,000 b/d now 
to appear to be in doubt. 
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Gasoline 

Kerosene 

Gas Oil 

Fuel Oil 

Others 

Total 

Gasoline 

Kerosene 

Gas Oil 

Fuel Oil 

Other 

Total 

Table 32 

NIGERIA 

REFINED PETROLEUM PRODUCT CONSUMPTION 

000 b/d 

1970 1971 1972 1973 1974 

10 12 13 16 22 

6 6 6 8 10 

8 9 11 12 14 

5 5 12 13 16 

1 3 2 5 5 

30 35 44 54 67 

Percent 

33 34 30 30 33 

20 17 14 15 15 

27 26 25 22 21 

17 14 27 24 24 

3 9• 4 9 7 

100 100 100 100 100 

Source: Bureau of Mines and OPEC . 

e = Estimate. 

1975 

27 

13 

15 

18 

5 

78 

35 

17 

19 

23 

6 

100 

1976(e) 1977(e) 

28 32 

13 15 

16 19 

19 22 

6 7 

82 95 

34 34 

16 16 

20 20 

23 23 

7 7 

100 100 

·.:·· ·,, 
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Table 33 

NIGERIA 

CRUDE OIL PRODUCTION BY COMPANIES (l) 1970-1977 

000 b/d 

Shell/BP( 2 ) 
Agip(3) Elf Chevron (4 ) 

Gulf Mobil Phillips Aquitaine Texaco A:::hland Total 

1970 791 

1971 1108 

1972 1208 

1973 1294 

1974 1398 

1975 1119 

(est)l976 1257 

(est )l977 1300 

NOTES: (1) 

(2) 

(3) 

(4) 

233 54 4 2 1084 

277 72 38 25 10 1530 

327 166 52 55 10 1818 

365 222 101 64 8 2054 

369 248 155 84 2 2256 

227 197 157 73 7 6 1786 

295 225 165 75 40 10 2067 

310 220 240 85 55 10 2220 

Sources: OPEC and Other Oil Industry Sources. 

As of 1974 the Nigerian National Oil Comnany (since Anril 1977 the 
Nigerian National Petroleum Corporation) owns 55% of all producing 
companies with the single exception of Ashland which is wholly owned 
by its US Parent Compahy. 

Royal Dutch/Shell 

British Petroleum 

Phillips 

ENI 

Standard of California 

Texaco 

22.5% 

22.5% 

22.5% 

22.5% 

22.5% 

22.5% 

i ·. . .... ' 

June 1977 



Table 34: NIGERIA 

Crude Oil and Natural Gas Production 

Oil ASSOCIATED NATURAL GAS 
000 b/d million tons 000 million cu . ft. 

Produced Utilized.!/ 

1970 1084 54.3 286 4 

1971 1530 76 . 6 458 6 

1972 1818 91.3 605 10 

1973 2054 102. 9 735 11 

1974 2256 113 . 0 1018 14 

1975 1786 88 . 2 

1976 2067 103.8 

1977 (est. ) 2050 102 . 7 

~ Nigerian natural gas consists of about 88% Methane and 12% NGL (ethane , pr opane 
and butane). Disposal of the utilized gas is roughly as follows: 

Electricity generation 65% 

Industrial use 10% 

Oil f ield use 25% 

Of the eight industrial plants fueled by natural gas, one--the Por t Harcourt 
refinery--consumes over 50% of the total. 

June 1977 







NIGERIA 

FOREIGN ASSISTANCE AND DEBT 

Past Trends 

1. External grants and loans have not been a very significant part of 
Nigeria's post-independence development efforts. Projections in the First 
Plan (1962-68) that 50% of capital costs could be me t by external funding were 
woefully inaccurate and left Nigerians frustrated and sceptical regarding the 
dependability and desirabil ity of foreign finance. During the war years 
(1967- 70), with reserves almost depleted, considerable use was made of short
term credits as a means of purchasing military supplies and essentials. 
These credits were quickly repaid, leaving Nigeria with a modest indebtedness 
(end-1971) of $586 million. Most of this (85 %) was held~ultilateral and 
bilateral agencies, with the World Bank and IDA holding 7% f Nigeria's total 
indebtedness. The largest bilateral lender at the end of 971 was the United 
Kingdom, which held 18% of the total debt . 

2. Since 1971 Nigeria's indebtedness (in current dollars) has risen 
at the very low annual average of 8.5%. Debt levels increased through 1974, 
and then declined to $953 million at the end of 1976. Multilateral and bi
lateral lending still co~~d 85% of the total debt, but the World Bank 
and IDA share increased ~ -~ '""'-- -.Jo f" 
Future Trends .. 
3 . Nigeria's decision to attempt to maintain her growth rate in the 
face of stagnating oil production implies the need for heavy external borrowing. 
Required capital inflows from loans over the next five years could be $6- $9 
billion, with $7 billion being a most likely estimate. Indications are that 
this is a supportable amount of borrowing and that, providing debt servlclng 
requirements are properly .managed, Nigeria will be able to attract such levels 
of l~nding. Arrangements are expected to be completed shortly for a $1 billion 
syndicated loan which Nigeria has negotiated on relatively favorable terms . 
Further large amounts from commercial banks are expected over the next few 
years. The Japanese, British, Germans and Americans have expressed interest 
in initiating substantial eximbank credits, although indications from recent 
Berne Union meetings suggest that the loan maturities may be somewhat short . 
Soft loans or grants from bilateral or multilateral aid agencies are not en
visaged , although large technical assistance projects mounted by USAID and the 
EEC are in the offing. The Nigerians are known to be anxious to have large 
World Bank involvement in order to obtain technical assistance and the built-in 
checks and balances which accompany Bank financing . Interest has also been 
expressed by some lenders in co-financing arrangements with the World Bank . 



Table 1 - NIGERIA 

External Public Debt Outstanding Including Undisbursed as of Dec. 31, 1976 
Debt Repayable in Foreign Currency and Goods 

TYpe of Creditor 
Creditor Country 

Suppliers Credits 
Belgium 
France 
Italy 
Netherlands 
Sweden 
United Kingdom 
Yugoslavia 

Total Suppliers Credits 

Private Bank Credits 
Netherlands 
United Kingdom 
United States 

(In Thousand of U.S. Dollars) 

Total Private Bank Credits 

Publicly Issued Bonds 
United Kingdom 

Total Publicly Issued Bonds 

Nationalization 
Multiple Lenders 

Total Nationalization 

Multilateral Loans 
African Dev. Bank 

Bilateral Loans 
Canada 
Czechoslovakia 
Denmark 

Loans 

Germany, Fed. Rep. of 
Hungary 
Italy 
Japan 
Netherlands 
Poland 
United Kingdom 
United States 
USSR 

Total Bilateral Loans 

Total External Public Debt 

October 17, 1977 

---

D E B T 
Disbursed 

45 
284 
216 

4,497 
790 

4,984 
5,200 

16,016 

4,268 
400 

6,240 
10,908 

2,128 
2,128 

119,849 
119,849 

4,690 
365,337 

36,497 
406,524 

58,600 

1,847 
94,873 

11,204 
44,507 
25,215 

59,222 
100,164 

2,655 
398,287 

953' 712 

0 U T S T A N D I N G 
Undisbursed 

242 

242 

157 

157 

6,057 
311,885 

2,558 
320,500 

10,773 
14,000 

1,609 
14,511 
21,220 

31,565 
57 

30,400 
18,008 

3,680 
145, 823 

Total 

45 
284 
216 

4,497 
1,032 
4,984 
5,200 

16,258 

4,425 
400 

6,240 
11, 065 

2,128 
2,128 

119,849 
119,849 

10,747 
677,222 

1' 39 '055 
727,024 

63,373 
14,000 

3,456 
109,384 

21,220 1 

11,2o4 I 
76,072 ! 
25 '272 
30,400 
77,230 

100,164 
6,335 

544,110 

466,722 1,420, 434 
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NIGERIA 

POPULATION P..ND FAHILY PLANN I NG 

Da t a 

Population: 
Birth Rate: 
Death Rate : 
Natural Rate of Increase: 
Population under 15 yea rs of age -
Age group 15-64 years of age -
Age group 65 years and over population -
Dependency ratio - ~. 

62.9 million 
49 2/1000 
20.7/1000 

2.85% 
45.1 % 
52.6 % 

2.3 % 
90 % 

- 1975 UN estimate 

Total female population 15-49 years of age- 28.6 million 
(of these 24 million are estimated to be married or living in consensual 
union) 

Population density ~ er Km.2 
(Urban distributMs.l% with 1985 projection of 22.5%) 

People 

- -
2. Nigeria is the most populous country in Africa accounting for 
approximately 25 percent of black Africa's people. Its population density 
is twice~igh as for Africa as a whole, and urban dwellers make up 
less that~percent of the total population. 

3. There are over ~ethnic groups in Nigeria, glvlng rise to a 
variety of customs, languages and traditions. There are three predominant 
etimic groups with a host of sub-ethnic groupings: 

The Northerners Hausas, Fulanis, etc. Territorially the largest. 

The Hesterners 

The Easterners 

The Yorubas. Presumably the largest ethnic 
entity in terms of population . 

The Ibos. Before the civil war a very potent 
population grouping; now in a reconstruction phase. 

Due to the recent restructuring of State boundaries and the creation of 
new States in addition to the former 12, bring ing the total number of States 
comprlslng the Federation to 19, au attempt has been made to effect a more 
amorphous amalgam of elements to offse t rigid demarcations based on ethnic 
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(or tribal) affinities. Type of family system is an extended form and 
nuclear in character. 

Popula tion Policy 

4. Nigeria has become i ncreasingly a ware of the demographic realities 
of its current and prospective situation. 

5. The socio-economic interplay has proved overwhelmingly significant 
in Nigeria's efforts to grapple with such problems as: _education (vis-a
vis school enrollment); urbanization (decongesting and relocation of 
industries); rural development (in all its aspects); agriculture (including 
modernization and a gro-industries, 44% (1970) of the GDP being derived 
from this source); health; and industrial~ation. Within this scenario, 
the predominant t heme is the enhancement of the.quality of life, better 

lj{ distribution of and access to benefits including health, education and 
ywelfare, and the improved status of women. 

Institution 

6. The Government of Nigeria, therefore, decided that, among other 
concomitant measures, they would set up a National Council on Population 
which would advise the Federal Government on matters per -aining to 
population. This body was formally constituted in April 1975 and 
became a statutory and effective instrument for carrying out Niger ia's 
official commitment to a population . policy. 

7. Population planning became a necessary adjunct to socio-economic 
development and family planning was accepted. as part of that design, 
primarily for "heaJ th~ reasons. --
8. The principal agency for family planning activities in Nigeria 
has been, until very recently, the Famil Plannin Council of Nigeria 
j!P~)_, an affiliate of the In ernat~l nned aren oo e erat1on 
' (~£lj . The FPCN has had branches throughout Nigeria, except 1n t 
extreme North and East . The major thrust of its work had been in field-
work motivation through information and education . The FPCN also gave 
clinic services both in its own clinics and thos e of the Ministries of 
Health. 

9. FPCN as an affiliate of IPPF had been receiving upwards of 
US$600.000 per year (1975/76), as allocation for management of its family 
Planning program. From time to time it receives assistance in the f orm 
of fellowships and other training programs from other agencies, including 
USAID, FPIA , Ford Foundation, Population Council, the Pathfinder Fund, 
etc., but the assistance received so far has remained modest . At the 
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beginning of its current fiscal year, the IPPF withdr~'its financial 
support for the FPCN. This decision was based on the very adverse report 
of the fact-finding mission to Nigeria by the IPPr in 1973 (led by Dr. 
Eduard Pratt), 1hich commented unf!lvornbly on the mana~erinl capacity , 
auditing and program of the FPCN . Recommendations ,.Jere made for 
streamlining FPC~~' s management, auditinG and programming procedures which 
had been considered unsatisfactory, but despite repeated overtures and 
consultations over a three-year period, the FPCN sho~ed no inlprovements. 

10. The Federal Government, hm..rever, through its ne,..rly formed 
Population Council,became a donor to the IPPF and also made an allocation 
of N 70,000 to the FPCH in the year 1976/77. The Federal Government has 
expressed, however, its disquiet over the unsatisfactory state of FPCN's 
management . 

Bank Discussions 

11. On July 13, 1977, the Bank (Population Projects Department) was 
visited by the C~ief Consultant to the Federal Ministry of Health and 
Chairman of the National Population Counc i l of Nigeria; the Chief Planning 
Officer, Sentral Planning Office of the Federal Ministry of Economic 
Development and Head of Regional Development Division, National Population 
Council of Nigeria. 

12. During the visit which was purely exploratory, the Nigerians were 
interested in assessing the Bank's reaction to pos!'?_ible assistance to 
the National Population Council of Nigeria in the areas of : 

(a) Operation and management of a family planning program ; 

(b) Support and strengthening of basic health services with a 
family planning input; 

(c) Training of necessary cadres and setting-up a more £eliable 
machinery for vital registration; and 

(d) Designing and instituting an effective machinery for IEC 
( information- education-communication) in the area of population 
and family planning. 

13. The Bank's Population Projects Department reacted favorably t o 
the Nigerian visit and has indicated a willingness to examine, together 
with the Federal Gover1unent, all parameters within the context £or Bank 
cooperation. The Nigerian delegation indicated that the Federal 
Governmen t would be submitting a more formal ayproach to the Bank and 
this is still awaited. 
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14 . The Nigerians are now shoi>ring a keen interest in addressing the 
populat i on problem, but are equally aware of the difficulty in reconciling 
conflicting politico-socio- cultural sensitivities, through a single 
national program .:'cr pcp-u.lation planning , in a country as vast and 
diversified as Nigeria . 

15 . Nigeria would, therefore, need every support in the form of 
expert technoloe:Y and advice in the areas of population planning , pro
gram design and execution, if the Government is to achieve its specified 
goals . 

'· 



TYPED COPY 

Mr. Harold \-1. Messenger June 24, 1977 

Edward 0. Pratt 

NIGERIA: Brief Notes 

Demogrnehic and Vital Statistics 

1. The land area of Nigeria is 923,768 km2. The UN estimated the population 
in 1975 as 62.9 million although various es~imates have put the population anywhere 
between 68 and 70 million (the last Census in 1973 proved unreliable due to socio
political factors). Population projection for 1985 was estimated at 84.4 million. 

Some Relevant Statistical Data (1975) 

2. B.R. 49.2/1000 
D.R. 20.7/1000 
N.I. 2.85% 
Population under 15 years of aee - 45.1% 
Age group 15-64 years of age - 52.6% 
Age group 65 years and over populat ion - 2.3% 
Dependency ratio - 90.07. 
Total female population 15-49 years of age - 28.6 million 

{of these 24 mill ion are estimated to be married or living in 
consensual union) 

Population density - 68 per km2 
(Urban distribution 18.17. with 1985 projection of 22.57.) 

School enrollment rates: 
Age 5-10 years 

Age 11-18 years 

Males: 44% 
Females: 28% 
Males: 44 
Females: 27. 

GDP (1970 estimates) - US $140 
(44% derived from agriculture) 

Culture 

3. There are three 
The Northerners 
The \o!esterners 

The Easterner s 

predominant ethnic groups with a host of sub-ethnic groupings: 
Hausas, Fulanis, etc. Territorially the largest. 
The Yorub<ls. Presumably the largest ethr.ic entity in 
terms of population. 
The Ibos. Before the civil war a very potent population 
grouping; now in a reconstruction phase. 

Due to the recent restructuring of state boundaries and the constitution of new states, 
an attempt has been made to effect a more amorphous amalgam of elements to offset 
rigid demarcations based on ethnic (or tribal) af fini ties. Type of family system is 
an extended form and nuclear in character. 
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Rel 1.gion 

4. Islam: A presumed large section involving mostl~ the Northern and some 
of the Western ethnic groupings. 

Christi anity: A presumed minori ty. 
AniMist~ A small but evident group . 

Political System v is-a-vis Government: Background 

5. Because of the federal structure of the national government and the near 
autonomy of the states, it is difficult to have a uniform perspective of inputs, 
specifically in the Health (and health.related)~ Social Welfare/Community Development 
Fields. The c•tent or depth of inputs varies from state t o state according to how 
each perceives its needs and the method of implementing programs on an operational 
basis. 

6. The federal level has the responsibility for economi c planning and the 
allocation of such resources to specific areas (e.g. health) as.have been determined 
i n a general asses sment of national priorities . 

7. Historical ly, the relationsh ip between the ~~deral Government and the State 
Gove rnments evolved fr om the fact that before federation, the states had the responsi
bility of initiating programs in health and welfare. This persisted afte r fede ration 
with the result that the State Governments have assumed the major responsib ility for 
the designing of programs and their operations. At the federal lavel, such pl ans are 
submitted for a review and are put in a broad perspective at the economic planning 
level which is directly related to the National Plan. 

~ 
8. At the federal level there is some coordination between the Ministry of Health 
and that of Labor and Social Welfare, but at the state level, these ministries function 
without any element of coordination. 

9. An important point in the genesis of Federal/State relationships: It is noted 
that the Federal Government is gradual ly assuming greater responsibility, participation, 
and more control, in state programs as it increases its fiscal inputs in the form of 
allocations and grants. 

10. Because of the anomalies existing between the federal and state systems there 
is genuine interest in the area of training of manpower resources and the effective 
coordination of programs. 

Population vi s-a-vis Family Planning 

11. Nigeria became officially committed to a population policy in April, 1975. 
A National Population Council has now been formally constituted. 

12. The principal agency for f amily planning activities in Nigeria has been, until 
very recently, the Family Planning Council of Nigeria (FPCN) , an affiliate of the 
International Planned Parenthood Federat ion (IPPF). 

13. The FPCN has had branches throughout Nigeria, except in the extreme north and 
east. The major thrust of its work had been if fieldwork motivation through information 
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and education. 
~· 

14. The FPCN also gave clinic services both in its own'clinics and those of 
the Ministries of Health . 

15. FPCN as an affiliate of IPPF had been receiving upwards of US$ 600,000 per 
year (1 975/76 ) as allocation for management of its family planning program. From 
time to time it receives assistance in the form of fellouships , etc., for training , 
etc$, from other agencies , e.g., USAID, FPIA, Ford Foundation, Popu l ation Couucil, 
the Pathfinder Fund, etc. -- but these are in a very minor degree. As of the 
beginnin~ of this fi~cal year, the IPPF had withdrawn financial support for the 
FPCN. This decision was based on the very adverse report of the fact-finding mission 
to Nigeria by the I >rF in 1973 (led by Dr. Pratt), '.-lhich cotmnented unfavor~bly on 
the managerial capacity, &uditing and program of the FPCN . Recommendat ions were 
made for resolving the state of affairs hich were thought to be most unsatisfactory, 
but despite repeated overtures and consultations over a three-year period, the FPCN 
fail ed to comp ly. 

16. The Federal Government, however, through its newly formed Population Council 
became a donor to the IPPF, and also made an allocation of N. 70,000 to the FPCN in 
the year 1976/77. It has however not been happy over the unsatisfactory state of 
management in the FPCN . · 

The Federal Ministry of Health 

17. The federal ministry of health (to date) had not instituted a fo.rmal family 
progr&~ a lthough it has supported a family life education and preventive work (family 
planning counselling) in its clinics. 

18. The planning division of the Federal Ministry of Health drew up (in 1975) 
four cadres of progr ams , viz: basic health, hospitals, training, and supporting services. 

19. Regarding basic health services, the Ministry designed models with 12 func-
tioning tasks of which family health was one. 

20. Three phases were ~2osea an~ first was in the proces s (1975) of being 
implemented; it comprise9(280 basic units,\ each serVicing 50,000 people. Each unit 
will consist of: _/ 

1 1 comprehensive health center 
4 ordinary health centers 

20 ordinary health clinics delivering dispensary services and family health at 
that level. 

21. This program would bring into focus the perspectives of family health in 
relation to health services . 

22. The plan will therefore include training as one of its primary objectives -- to 
this end it was proposed that there should be one school of nursing in each state and 

· one school for health technology in each state . 
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23. The MOH planning division has developed its Statistical department for the 
collection of pertinent data, e.g., vital st~tistics, demographic indices, etc. 

> 

Examples of Family Health vis-a-vis FP: Pilot Projects 

24. Sokoto: 
North-Eastern (extreme ) territory 

Katsina: 

Federal/State/WHO experimental program in basic health services (including MCH and 
Nutrition) plus family planning in rural communities. A strong training component 
of health technologists and paramedicals is built in. A model clinic was designed 
utili zing the services of paramedicals trained specifically to take over certain 
specified tasks of physicians. 

25. Various programs with interagency collaboration at Benin, Otta, etc. 

Some Agencies \·Jorking in the Field of Family Planning in Nigeria 

WHO, UNFPA, UNICEF, FAO, ILO, USAID, CIDA, Ford Foundation, Population Council, 
IPPF , Pathfinder Fund. .. '· 

cc: Miss Husain 
Division Files 

EOPratt/srb 
NIGERIA/PNP 
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STATUS OF BANK GROUP OPERATIONS IN NIGERIA 

A. STATE}ffiNT OF BANK LOANS AND IDA CREDITS (as at August 31, 1977) 

US $ million Loan or 
Credit 
Number Year Borrower Purpose 

Amount (less cancellations) 
Bank IDA Undisbursed 

Ten loans and one credit fully disbursed 

72 1965 Nigeria Education 

427 1965 Nigeria Roads 

694 1970 Nigeria Transport 

764 1971 Nigeria Cocoa Development 

814 1972 Nigeria Education 

838 1972 Nigeria Roads 

847 1972 NEPA Power 

922 1973 NPA Port 

929 1973 Nigeria Education 

1045 1974 Nigeria Cocoa Development 

1091 1975 Nigeria Livestock 

1092 1975 Nigeria Agr. Dev. Funtua 

1099 1975 Nigeria Agr . Dev. Gusau 

1103 1975 Nigeria Rice Development 

1164 1975 Nigeria Agr. Dev. Gombe 

11831! 1975 Nigeria Bendel State Oil Palm 

1191 i976 Nigeria Imo State Oil Palm 

1192* 1976 Nigeria Ondo State Oil Palm 

1454* 1977 Nigeria Agr. Dev. Lafia 

1455* 1977 Nigeria Agr. Dev. Ayangba 

Total 
of which has been repaid 

Total now outstanding/2 

Amount sold 
of which has been repaid 

Total now held by Bank 
and IDA J..l 

Total undisbursed 

16.8 
13.9 

292.1 

14.5 

25.0 

7.2 

17.3 

26.3 

76.0 

55.0 

54.0 

20.0 

21.0 

29.0 

19.0 

17.5 

21.0 

29.5 

19.0 

17.0 

27.0 

35.0 

822.4 
92.4 

730.0 

2.9 

15.5 

20.0 

35.5 
1.0 

34.5 

727.1 34.5 

33:J..l 1.0 

1.0 

2.5 

0.7 

0.1 

13.4 

13.8 

3.4 

25.6 

54.0 

20.0 

19.0 

15.1 

6.1 

16.3 

14.1 

29.5 

18.5 

17.0 

27.0 

35.0 

332.1 

332.1 

B. STATE}ffiNT OF IFC INVESTMENTS (as at August 31, 1977) 

Fiscal 

~ Borrower Type of Business 
Amount in US$ Million 
Loan Equity Total 

1964,67, 
1970 

1964 

Arewa Textiles Ltd. 

Nigerian Industrial Development 
Bank, Ltd. 

Funtua Cottonseed Crushing Ltd. 

Lafiagi Sugar Estates 

Textile Mfg. 

Dev't Finance Co. 

Veg. Oil Crushing 

Sugar 

1.0 

1.6 1973 

1974 

1973 Nigerian Aluminum Extrusion Ltd. Aluminum Processing 1.0 

Total Gross Commitments 3.6 

Less cancellations 
Less sold or repaid 

Total commitments now held by IFC 

Undisbursed 

* Not yet effective. 
/1 Declared effective October 14, 1977. 
72 Excluding cancellations of $4 . 4 million. 
/3 Prior tn exchanp,e rate anjustments. 

WAlDA 
10-15-77 

0.3 
1.5 

1.8 

0.5 

0.6 

1.4 

0.1 

0.3 

2.4 

1.5 

0.9 

0.1 

1.6 

1.4 

1.6 

0.1 

1.3 

6.0 

0.3 
3 . 0 

2.7 

0.6 
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NIGERIA 

GUSAU AGRICULTURAL DEVELOPMENT PROJECT 

Loan 1099- UNI $19.0 million 

Approved: 
Signed: 
Effective: 
Closing Date: 

December 19, 1974 
April 4, 1975 
January 5, 1976 
July 1, 1982 

Disbursement as of Sept. 30, 1977: 
Total Project Cost at Appraisal: 
Appraisal estimate of internal 

rate of return 

Project Description 

~~e-m.illion (110% of appraisal est.) 
ill ion 

-On farm development on 67,000 family farms (~4~3~5~~~~~~ 
Staffing and equipping an extensiQP service 

- Staff and farmer ~rainin& < 

- Provision of farm inputs 
- Seasonal and medium-term loans for farm inputs 
- Development of seed multiplication farms and registered seed 

growers 
- Infrastructural development including administrative center, 

staff housing, training center, and farm service centers. 
- Marketing services 
- Construction of 660 km of all weather surfaced feeder roads 
- Construction of 60 earth dams 
- Establishment of a ~ect evaluation unit (PEIJ) 

Project Area 

The project is centered around Gusau in Sokoto State, covering an 
area of 4,250 sq.kms., supporting a rural population of 435,000 people. 
Pertinent data are as follows~ 

Rural population 
Farm families 
Average family size 
Average farm size 
Per capita income 

435,000 
67,000 

6.5 
'4.1 ha 
$41 (1974 prices) (Appraisal estimate) 

Land Ownership is not unduly skewed:-

50% of farms are 
10% of farmers' control 
Average land per person 

2.8 ha 
32% of the land 
0.22 ha for lowest 50% 
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Eighty-six per cent of the farmed land in 1976 was cropped with 
five main crops - sorghum, millet, cotton, groundnuts and cowpeas or 
mixtures solely of t ese five crops. 

Project Concept 

The project is an area specific development project designed to 
raise farmers' incomes by providing them with technical advice and assuring 
the timely availability of improved farm inputs (the Basic Services Package) 
within ten kilometers of each farmer. Distribution points are farm service 
centers which are low cost stores managed by extension and commercial 
services (credit and marketing) officers. Underlying the activities of the 
project is an attempt to involve local particip~n in the running of the 
project; to allow farmers to determine their own future; and to reduce as 
far as possible, Government's burden of providing services to the rural sec
tor. For this reason, those operations that can function as autonomous, 
self-financing, commercially viable operations are encourage to do so. 

1 
Farm service centers are to be leased to loca us~nessmen and a seed growers' 
association to supply improved seeds will be set up. This should significant
ly reduce the burden on the State Government and release its limited manpower 
resources to extend the project concept to other areas of the State. 

Project Progress 

The project, operational since April 1975, is making excellent 
progr~s despite the rather difficult circumstances prevailing in Nigeria. 
~armer response has been very enthusiastic which is reflected in participa
tion rates. By the second season of the project, 25 per cent of project 
area farmers are estimated to use one or more of project supplied inputs and 
24 per cent received some extension advice. Eighty-one per cent of farmers 
receiving extension advice used project i~puts. Fertilizer usage, a key 

· input, is expected to increase ftom 500 tons/annum before the project to 
6,500 tons/annum by the third year of the project (see Table of Key 
Indicators attached which compares the actual situation with appraisal 
estimates). Considerable success has been achieved through group farms and 
there has been a phenomenal purchase of ox plows for land preparation. 
Comparison of actual yields and production as estimated by PEU with appraisal 
estimates shows:-
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Average Yields (kg/ha) 

AEEraisal Estimates Actual 
PYO PY2 PY2 

Sorghum 600 686 790 
Cotton 225 255 200- 380 
Maize 700 1,025 
Groundnuts 425 480 350-480 
Cowpeas 200 275 90- 160 

Production (metric tons) 

AEEraisal Estimates Actual 
PYO PY2 PY2 

Sorghum 45,000 49,000 89,500 
Cotton 9,400 10,800 21,000 
Maize 700 2,000 0 
Ground nuts 15,700 18,400 17,500 
Cowpeas 500 950 8,000 

The infrastructural program has proceeded on schedule due to energetic 
project management using local ~antractors. The network of farm service centers 
is virtually co.mplete so · t hat 6 per cent of project farmers are wi.thin 5 kilometers 
of a center and 98 per cent ~ithin io kilometers. The 'feeder road program with 
460 kilometers of road constructed and all farm service centers connected, has 
been very well received, opening up an area in which movement had previously 
been difficult and time consuming. 

Management and Training 

Senior management. has been of the highest quality, being principally 
recruited internationally due to the dearth of senior Nigerians; the reluctance 
Of Sokoto State to second their own staff who are in critically short supply 
(the State is said to have only four agricultural graduates); and the.·State's 
unwillingness to hire Nigerians from other States in the Federation. In a period 
of high inrernal inflation, total costs of the project,as originally conceived, 
are not expected to be more than 25 per cent over appraisal estimates over the five 
year development period. 

The project has appointed a senior training officer who is counselled by 
the Senior Training Officer of the Central Monitoring and Evaluation Unit of the 
Federal Department of Rural Development. In-service training of junior staff in 
all departments is carried out. A most successful training program for agricultural 
extension agents has been instituted consisting of six months field practical dur~ng 
which the trainees run demonstration farms, followed by a three-month theoretical 
course. 
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Chairman of the Project Executive Committee : 
Permanent Secretary, Ministry of Agriculture: 
Project Manager 
Chief Administrative Officer 
Chief Technical Officer 

Alhaji Ahmadu Sokoto 
Alhaji Isa Abubakar 
Mr. Jan Gordijn (Dutch) 
Alhaji Nahuche 
Mr. Mike Bullen (British) 

Note: The Project Manager assumed duties only in August 1977, 
replacing the previous Project Manager who has transfered 
to the Lafia Agricultural Development Project. Mr. Bullen 
is to be replaced by M. Isa Abdullahi within two months. 

Issues and Problems 

! 
1. \ Other areas of the State are pressing for an extension of the 

geographic coverage of the project and the State Government 
1 , . , is anxious to meet this request. The technical, organizational, 
t.A. /'x.f) .. ;,_ h f!<v..l manpower and financial implications are being considered in 

Itt ~tv-/ ~<f. • 

ik~ l . 
3. 

4. 
~u__b~~~8-, 

I 

I &LJ ~~-,'k1~ ~ 

the course of the preparation of a~ond sfage project which 
will be submitted to the Bank for financfng. 

Shortage and quality of local staff continues to be a major 
problem at all levels. 

Federal Government contributions to the project have borne no 
relationship to the approved budget requests and although presently 
at an adequate level, have been made so irregularly as to cause 
the project major financial problems. Fu~thermore, the project 
account has not yet·. been reimbursed for fertilizer subsidies 
(totalling about $3.5 million) which are required to build up 
the Revolving Credit Fund. This has hampered efforts to set up 
the farm inputs distribution· service as a self-financing operation. 

The high subsidy levels on inputs such as fertilizer and insecticides 
are a significant drain on Government finances. Furthermore, the 
fixed nature of these input prices, coupled with the administrative 
difficulties inherent to the administration of subsidies are a 
stumbling block to the desirable commercialization of the input 
distribution service. Low and inflexible interest rat~s hamper 
the development of rural credit institutions which cannot retain 
an interest spread to cover costs. 

Mr. Yudelman's observations on his visit to northern Nigeria earlier this year are 
attached as Annex 1. 

:r 



GUSAU AGRICULTURAL DEVELOPMENT PROJECT 

Ke~ Indicators 

1975/76 1976/77 1977/78 !.:..! 
CroEEing Season CroEping Season CroEEing Seaso 

Unit 

Estimated Farmer Participation % 
Registered Project Farmers number 
Service Centers Operaional number 
Farmers in groups number 

Cropped Area 
Improved Cotton 
Improved Maize 
Improved Sorghum 
Improved Groundnuts 
Improved Cowpeas 

ha 
ha 
ha 
ha 
ha 

No. Units % Jj 

3,200 107 
6 60 

120 

578 77 
10 

2,200 llO 
980 98 

0 

No. Units % 1/ No. Units % }:__/ 

28% 155 
11,000 36,000 105 

25 100 40 
2,000 6,000 

12,000 366 
200 40 

2,000 1/ 37 
1,000 

375 

Yields - Average 
Cotton 
Maize 
Sorghum 
Groundnut 
Co\vpea 

kg/ha 
kg/ha 
kg/ha 
kg/ha 
kg/ha 

1,000 !!_/ 
650 
600 

:? 
380-200 

2_/ ~ N/A 
790 

Credit 
Seasonal 
Medium/Long term 

Inp· ~ s_ 
F ..:ilizer 
Insecticides 
Sprayers 7/ 
Ox Plows l/ 

Infrastructure 

N 

tons 
liters 

No. 
No. 

Roads Construct.ed (~urfaced) 7 km. 
Dams Constructed 21 No. 

Project Staffing 
Project Administration 

& Accounts 
Technical Department 
Bngineering Department 
Commercial Services 
Evaluation Department 

man years 
man years 
man years 
man years 
man years 

60,000 
1,600 

2,400 
4,300 

171 
100 

·1/ As a percentage of appraisal estimates. 
2! Current estimates or actuals. 

< 

96% recovered 

450 
21 
19 

100 

480-350 
160-90 

34,000 2/ 
27,000 

2,500 
9,500 

440 
2 100 

---=----

185 . 
2 

66 
176 

33 
67 
55 

86 
45 

Groups 98% 
Individuals 

21 
15 

500 

102 
8 

87 
114 

85 
65 
85 

6,500 
50,000 
1,190 
2,950 

402 
14 

54% 

156 
43 
13 

197 

122 !}_/ 
31 

3/ A considerable amount of fertilizer is to be applied to the traditional millet and sorghum 
mixed crop, and the area can only be estimated after evaluation by PEU. 

4/ Seed farm yields; no estimates of farmers' yields were made. 
5/ .dit for fertilizer to individual .farmers was stopped after lm.;er fertilizer prices were annOlilced . 
i/ Krovisional estimates ~rom PEU for farm yields. Ranges represent yields under different 

inter-crops. 
7/ Cumulative. 
B/ Assuming 2 km. unsurfaced = 1 km. surfaced. 

June 1977 
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TO: 

FROM: 

SUBJECT: 

WORLD BANK I INTERNATIONAL FINANCE CORPORATION Annex 1 

OFFICE MEMORANDUM 
Mr. R. Chaufournier DATE: June 29, 1977 

~ iontague Yudelman M-/1-
Visit to Northern Ni geria 

1. I joined a supervision mission visiting the Funtua and Combe 
agricultural development projects from June 12 to 21. I also visited 
the IAR at Zaria. The nission \vas headed by l-1r. ZuckermAn \,•ho \vas 
supported by Hr. B. Hilson of your staff and t\vo consultants, '1r. H. Adams 
(Irriga tion) and Mr. P. Calkin (~arketing) . The mission was well and ahly 
led and all members worked very dili~ently and very lon~ hours. They will 
be writing their O\vn report on detailed aspects of the project. 

2. I \·las given every opportunity to visit a \vide spectrum of persons 
in the project area. I met traditional l~aders, emirs and chiefs as well as 
government officials. I attended meetings of various bodies concerned with 
the projects, ranr, ing from the Project Exec 've Committees to local committees 
dealing with managin~ farm service centers. I met many farmers ·and had the 
opportunity for lengthy discussions with the project staff. I also travelled 
extensively through out the project areas. 

3. Any renarks have to be tentative. The projects have been operating 
for less than t\m ears. The areas concerned are large and there is a very 
complex relationship between the state authorities and the traditional leaders. 
In addition the recent reor~anization of Nigeria into 16 states, the chan~in g 

Federal-State relationship and an apparent ~uum at the local government level 
make it difficult to assess the institional framework in which these projects 
must operate. De spite this though there are a series of general observations 
that can be made \vith a degree of confidence - .some of these bear on the future 
of these p_rojects. · 

4. The first and most significant observation is that the projects are 
demonstrating that the "conventional wisdom" for agricultural development works. 

I This 11\visdom" is that good infrastructure, a suitable technological uackage, 

l good distribution facilities, adequate advisory and marketing services and a 
favorable cost-price ratio are essential for an increase in output. The projects 
provide the needed ingredients: roads, extension services, distribution centers, 
markets and a packa3e for corn and cotton and a very favorahle profit - there is 
a 75% subsidy on fertilize rs and prices of output are above world levels. In 
addition there is active support from government and traditional leaders. The 
projects also have very capable and energetic management with all ··the accoutrement 
to do the job - vehicles, skills, radio communicati.ons, funds, etc; in addition 
mana gement have considerable authority \vithin "their" project areas - and so are 
not encumbered by delays due to bureaucratic procedures. 
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Mr. R. Chaufournier - 2 - June 29, 1977 

5. A factor facilitatin~ the project is that it is built on the 
first hand experience of some Rank staff members. Several senior staff 
members v1ere in the service of the previous (colonial) administration. 
They know the region, the a~o-climatic environment and the potential there. 
There was also a legacy of pilot projects and crop testing pro~rams, some of 
vlhich were run by current staff· members in the Rank. In other \vorc;is there 
is an element of sunken investment that is yielding unexpected dividends. 

6 . There is no doubt Hhatever that the project is ~-1ell r e ceived. 
Governors, emirs, chiefs and farners all praised the projects -many felt 
that agriculture had been "neglected" before the projects were introduced, 
and the projects were indicative of chan~ed attitudes by the gove rnmen t . 
Speakers from outside the project area car:1e to meeti.nr,s to re:ques t that the 
project benefits be extended to their people. I·Jhatever complaints \Vere heard 
related to details about tractor services, adequacy of supplies, ti~in g of 
distribution of inputs etc. h'hile each project varies somewhat in design, 
there does seem to be a moderate degree of producers participation ln the 
projects at the · local level. However, since the pro.i ects are in a quasi-feudal 
area, most signals are g iven by the traditional leaders and their cohorts. To 
expect othen1ise - at this sta3e - \-10uld be somewhat unrealistic, so that uhile 
there is 'popular' support this is not necessarily the same as participation in 
managemen t. (This may be a major problem in the long run) . 

7. There are some issues for concern . The first of these r e lates to 
the goals of the project . If t he object is to increaseyielcls, the n this ~oal 
is not only attainable but ap,.,raisal estimates may Hell be exceeded (\Vith the 
weather bein~ a factor). However , it is conceivable that the short term obj ec t 
can be achie:ved •.Yithout attainin~ longer term objectives partly because these 
have yet to be fully articulated . The projects could Hell "close dm·m" after 
five years having achieved yield increases hut, thereafter, t he re might be a 
minimal impact, without any sustained increase .in out~ut. This 'l·JOuld arise 
if the projects are.not 'institutionalized', are not part of a larger strategy 
and do not· involve ~rea·ter farmer participation.· ' (It is not fanciful to assume 
that 'successful' projects can disappear without leaving a trace vide AID 
experience with servicios in Latin 1\.nerica). 

8. I '"ould sugges t that the projects must be incorporated into a coherent 
for the a~ricultural develo ment of Korthern N irre ria~ They can be part 

of a broader based effort t hat Hould include functional pro~rams as 'lvell as area 
programs. This would ~nvolve strengthenin~ research, extension, credit, marketing 
and storage on a state \vide basis . I 'lvould recommend a sector missi.on be 
organized '..rith the purpose of articulating a strate~y and the way -Jn which 
existing projects can be part of the process of agricultural develQpment . To 
this eud such a mission might start by examining Bank experience in Malawi where 
such an approach is being follmved. Once such a strategy has been evolved then 
it will be possible to "fit in" the other functional components . The sector 
mission should also pay special attention to a strategy in a situation where 
labor costs are rising rapidly and \vhere there is a grmving food deficit i.e. 
'"here there are plenty of alternative employment opportunities . 
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9. I \.rould also like to comment on the following: 

a) Manager~al man~ower. It must be accepted that there is an 
absolute shortage of trained Nigerians in tlte North. Management talent is 
scarce and so are a ~ricultural skills - demand far outruns supply in a booming 
economy . Nothing is to be gained by shuffling people around; expatriates yill 
be needed for the foreseeable future. The Rank should face up to this fact, and 
recognise that it has no option in the short run but to use expatriates. 
Arrangements should be made to ensure an adequate supply of managers through an 
aggressive recruiting program and the strengthening of AP'lli, 

At the same time there has to he a greater "training" effort. Projects 
should incorporate fellowship opportunitie~; there should also be a pro gram 
whereby the project.is used to train . all levels of personnel for future programs. 
This has yet to be done. 

b) Institutional evol_ution. A fundamental problem is one. of broadening 
the base of the projects so as to widen their coveraBe, and to ''leave something 
behind". It is conceivable that the projects could have a considerable_§]j.Q.Lt 
term input \vithout any lastinp imnact unless they are embedded in the ~overnment 
frame\·lDrk. I have said the best ;.ray this can be done is by ~hifting a\..ray from 
an area emphasis to a functional approach based on state level institutions, 
i.e. stren~then state services or set up semi-autono~ous state a gencies to 
operate certain services (e.g. State Develonment Corporation to handle distribution 
of inputs). Over time the state agencies could be prouped together as part of a 
national effort. This should be seen as part of a lone term program for 
agricultural development. 

c) The projects themselves should strive for a balanced approach to 
agri.cultural development. There is a special sector to deal with laq-;e farmers -
there should be a sector to examine, advise on and implement schemes to help 
small farmers. 

delicate 
As it is 
for it); 
recovery 

d) There must be some adjustments for cost recovery. This is a very 
area and one which will involve a dialogue with the Federal Government . 
the people living in the project areas are priviliged (and pay nothing 

some very rich people are undoubtedly getting much richer. Cost 
also involves paying for maintenance. 

e)There is a danger that the project management -by virtue of its 
strength in a \veak administrative set up - Hill become overloaded. It should 
resist the temptation to . take on too many functions unless these are to help 
t~st approaches that fit into an overall ~trate gy. 
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f) There is an urgent need for the development of new varieties 
of traditional crops. There must be a re~ional research effort to support 
the projects especially in relation to ~illets and other subsistence crops. 
This issue \-lill become acute \o~hen the current knoHledge has been disseminated. 

Special mention should be made of the work of the monitoring and 
evaluation unit at one of th~ projects (Combe). I believe it can serve as 
a model for others. 

cc: M~ssrs . Baum 
Van Gi~ch 
Zuckerman 

HYudelman:lkt 
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NIGERIA 

RICE PROJECT 

Loan 1103-UNI $17.5 million 

Approved: 
Signed: 
Effective: 
Closing Date: 

December 1974 
April 1975 
October 1976 
December 1980 
$1.2 million 
Problem Project 

Disbursement as of Sept. 30, 1977 
Status : 

Project Description 

Development of 8,900 ha of swamp rice, of which 1,850 ha would be 
irrigated fos a seco~crop. Land is to be allocated in plots of 1.5 ha 
(rainfed) or l. 25 ha (irrigated). Direct beneficiaries "Ylill be ab-eu~ 6,000 
farm families (40,000 family members) . 

Funds are included for: 

- land clearing and development; construction of irrigation, 
diversion and distribution systems----

- construction of r2:_.£_~_mlJ}s, \vith associated parboiling and 
storage facilities 

-rehabilitation of 186 km existing feeder roads; construction of 
117 km new all-weather roads 
provision of credit, extension ar.d seed-multiplication services 

- programs of ev~tion an~ining; feasibility studies for 
further development . 

The project is being implemented as two entirely independent 
sub-projects, one in Anambra State and Imo State, the other in Cross River 
State. 

Rice Sector Issues 

Estimates of Nigerian rice production in recent years vary widely. 
The 1975 crop (paddy basis) was estimated at 368,000 metric tonnes by FAO, 
600,000 tonnes by USDA. Urbanization and rising spending power have led to 
demand increasing beyond the capacity of local production. Imports are mostly 
of US long grain, parboiled rice . 



Rice Imports 

1975 
1976 
Jan-May 1977 

(Metric Tonnes) 

6~700 
lr5, 3.00 ') 
65,100 (u.s. exports only) 

The combinat ion of hi gh domestic inflation and a pegged exchange 
rate currently threatens the financial viability of Nigeria's export and 
import-competing crops, including rice. S~ce appraisal, the cost of 
hired farm labor has risen by over 250%, while farmgate paddy prices have 
n.sen only 120%. Unless incentives are restored, project area farmers may 
'.;rell find traditional crops like cassava and yam more profitable than 
rice . The production problems of this project are typical of a more 
general pattern in Nigerian agriculture, characterized by high cost pro
duction unmatched by high productivity. Thus,with increases in labor, and 
land developmen t costs in particular,the profitability to the farmer 
decreases. Government has endeavored to counteract this by heavy subsidi
zation of farm inputs, but since over 80% of p~oduction costs a re in the 
form of labor, subsidies have had little impact and no significant 
increases in output have occurred. Thus, Nigerian agricultural products 

. are becoming less competitive on the world marke t, and the need for ex
change rate adjustment arises. Likewise Nige rian products, particularly 
rice, are not competitive with i mported products. The Government is in a 
dilemma,since it is anxious to keep domestic food prices from further 
escalation, particularly in the prban areas, and can do this by importing 
cheap rice but at the same time, it wants to encourage much greater produc
tion of home grown rice. The macro-economic implications of the Government's 
exchange rate policy and inflationary public expenditure policies (issues 
extending far beyond the rice sector) are the subject of continuing 
dialogue between the Bank and the Federal Government . 



ANAMBRA-IMO SUBPROJECT 

ANAMBRA-IMO RICE PROJECT 
(formerly East Central P~ce Project) 

Targets (appraisal) 

Targets (revised) 

· costs (appraisal) 

Costs (revised) 

Key project personnel 

R. N. Achike 

K. 0 . Ikonte 

c. I. Okechukwu 

G. s . Schokman 

Project Implementation 

4,790 ha swamp rice 
1,410 ha irrigated rice 

No change 

$21.5 million 

$50.0 million 

Project Manager 

Deputy Project Manager (responsible 
for Imo State development) 

Accountant 

Irrigation Engineer (born Sri Lanka, 
Australian citizen) 

Land Development. While land development is still behind appraisal 
targets, this essentially reflects the delayed start-up of the project. 
Little land development was accomplished before the rains of mid-1976. How
ever, the 1976- 77 season saw excellent progress on the land development 
front, and there are good prospects of making up some of the backlog during 
1977- 78 . The most advanced site is at Uzo Uwani, where 80 ha of swamp rice 
and 220 ha of irrigated rice have been successfully established. 

Land Development (hectares) 

swamp 
Irrigated 

Appraisal 

2,060 
900 

1977 ~umulative) 

Actual 

460 
414 

% 

22 
46 



Yields. The appraisal projected rice yields on swa~p land to 
be 1.0 ton/ha in the first year and rise to 2.5 t,Qns/ha over a four-year 
period. These targets are being substantially bettered, and the latesL 
sup~rvision mission estimates average yields at bet·peen 2. 0 and 3. 0 tons/ha. 
This is in spite of the delay in recruiting a project agronordst, and the 
consequent weakness of the project team regarding fertilizer recomwendations, 
disease control, ecc. 

Roads. A civil engineer has only recently been appointed, and has 
not yet taken up his post. As a result, no progress has yet been made on 
the road component. 

Mills. The original milling engineer resigned for personal 
reasons; his replacement will take up his post shortly. Tender specHica
tions for three mills were recently approved by the Project Coordinating 
Committee. Modern rice mills will represent a major financial co~~itment 
for the project (about $5.5 million at current prices) . If efficiently 
operated and guaranteed an adequate throughput of paddy, they should reduce 
processing costs below those of small-scale 'bush mills'. But while uncer
tainty about price incentives for farmers remains there is understandable 
caution in making such a heavy investrr.ent . In any case, given that at 
lease 18 months will elapse bet,veen the invitation to tender and the mills 
becoming operational, the project faces the problem of making interim 
milling arrangements for the s~ason's harvest. At present, the proj ect has 
only one very small rehabilitation mill operational at Uzo Uwani. 

Project Costs. Revised estimated project costs show a very sub-

(

1 stantial increase, ann although the Anambra Imo Project is expected to 
, remain viable, the 18% economic rate of return estimated at appraisal '>'ill 
not be achieved. · 

Other Project Issues 

State Control. Since appraisal, the former East Central State 
was divided into two separate states, Anambra and Imo. The former state 
capital of Enugu is in Anambra, as is the project headquarters. Hence, 
while the project continues as a unified entity, the Imo state authorities 
have pressed for an early division of the project. ~~ith Bank assistance, 
·a notional division of assets has been arrived at. It should be possible 
to preserve unity during the life of the present project, but any follow-up 
project will have to proceed on a state-by-state basis. 



CROSS RIVER SUBPROJECT 

CROSS RIVER RICE PROJECT 
(formerly South Eastern Rice Project) 

Targets (appraisal) 

Targets (revised) 

Costs (appraisal) 

· casts (revised) 

Key project personnel 

M. Uttah 

F. E. Una 

G. G. Chowdhury 

G. Raju 

Dr. H. Singh 

R. V. Mag-iba 

Project Implementation 

2,270 ha. S\.Jamp rice 
440 ha irrigated rice 
1,700 ha swamp 
300 ha irrigated 
(unofficial - mission estimates) 

illion 

Project Hanager 

Accountant 

Irrigation Engineer 
(Bangladesh) 

Deputy Irrigation Engineer 
(Sri Lanka) 

Agronomist 
(India) 

Civil Engineer 
(Philippines) 

While the Anambra-Imo Project has not been without its difficulties 
it is the limited progress in Cross River State that led to the designation 
of the Rice Project as a Problem Project. This lack of progress has arisen 
through political, managerial, financial and technical limitations . 

• 
In retrospect, it is clear that at appraisal the difficulties of 

land clearing and development in the project area were underestimated. The 
main focus of the appraisal team was to ensure that water supplies would be 
adequate at the various sites for development. In the process they failed 
to take full account of the problems that topography and, more importantly, 
existing vegetation cover would pose at the land clearing and development 
stage. Some of the areas designated for the proj ec t are densely infested 
with oil palm or raffia palm. The appraisal assumed an average land clear
ing cost of N 220/ha, but in the event even contracts offered at N 1,000/ha 
have found virtually no takers due to the adverse physical conditions. 

Inability to agree over compensation, valuation of "economic' trees 
for land acquisition for development prior to redistribution to farmers led 
to the abandonment of the scheduled sites at Nkari· and Oniong-Ono, and 
disputes persist concerning other areas. Against Bank advice, project 



resources were spread thinly in an attempt to develop sites on both sides 
of the Cross River simultaneously. The political support given by the 
State has been hesitant, for example in the area of filling the chronic 
shortages of middle level manpower on the project. It must also be said 
that both general and technical management of the project have been \vell 
below the standards in Anambra and Imo States. 

Land development (hectares) 

Swamp 
Irrigated 

Appraisal 

1,300 
260 

1977 (Cumulative) 

Actual 

75 

To summarize, the present position is that land development has 
been proceeding at an extremely slow pace, and at a cost that throws the 
viability of the project into question. What prospects of improvement 
exist? Firstly, recent changes in senior personnel within the State 

-Ministry of Agriculture may lead to better relations between State and 
project leadership. Secondly, the project team has been strengthened on 
the te.chnical side by the arrival this year of an assistant irrigation 

, engineer and a civil engineer. The project staff are exploring technical 

f1 ~ossibilities for reducing land development costs, and attempting to 
locate new sites where vegetation clearance will prove more tractable. 
Development at Ubium, the most difficult of all sites, is to be limited to 
110 hectares (appraisal 400 hectares). This will permit greater concen
tration of technical specialists and ~quipment on the mutually adjoining 
sites of Adim, Idomi and Assiga. 

Close and frequent Bank superv~s~on of the Cross River Project is 
considered crucial. The situation will be reviewed in November when project 
viability will be reassessed. However, unless a solution -can be f~nd to 
the "high cost of land clear~ng and other problems, the economic rate of 
return is expected to fall even below the marginal 9% estimated at appraisal 
for the Cross River Project. 
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NIGERIA 

FUNTUA AGRICULTURAL DEVELOPMENT PROJECT 

Loan 1092-UNI $19.0 million 

Approved: 
Signed: 
Effective: 
Closing Date: 

December 1974 
March 1975 
January 1976 
July 1982 

Disbursement as of Sept. 30, 1977: $14.3 million (95% of appraisal estimate) 
$57.6 million Total Project Cost at Appraisal: 

Appraisal estimate of internal rate of 
return: 41% 

Project Description 

On farm development on 86,000 family farms (450,000 people) 
Staffing and equipping an extenSion service 
Staff and farmer training_ 
Provision of farm Tnputs 
Seasonal and medium-terms loans for farm inputs 
Development of seed multip cation farms and registered seed growers 
Infrastructural development including administrative center,. staff 

housing, training center, and farm service centers 
Marketing services 

Project Area 

Construction of 700 kms of all weather surfaced feeder roads 
Corrstruction of 60 ~~s 
Establishment of a central Monitoring and Evaluatio Unit to co-ordinate 

the field evaluation unitSiuT the five agricultural development 
projects (Funtua, Gusau, Gombe, Ayangba, and Lafia) . 

. . 

The project is centered around Funtua in Kaduna State, covering an area of 
7,500 sq. km, supporting a total population of 490,000 people. Pertinent data are 
as follows:-

Rural Population 
Number of farm families 
Average family size 
Value of Gross Production 

per capita 

450,000 
86,000 
5.3 

$240 (1976 price·s) · 



Land Ownership 

Small farmers 
Mixed (i.e. with work 

oxen) 
Large 

Project Progress 

- 2 -

Average holding (ha) 

3.5 

11.7 
? 

% of Total 

90 

7 
3 

The project, operational since April 1975, is making excelient 
progress despite the rather difficult circumstances prevailing in Nigeria. 
Farmer response has been very enthusiastic. By the second season of the 
project, 29 per cent of project area farmers are estima ted to use one or 
more of project ·supplied inputs and 16 per certt received some extension 
advice. Eighty one per cent of farmers receiving extension advice used 
project inputs. Fertilizer usage, a key input, is estimated to have in
creased from 1,000 tons/annum before the project to 16,500 tons/annum by 
the third year of the project (see Table of Key Indicators attached). 

The infrastructural program has proceeded on schedule due to 
energetic senior management using local contractors. In a period of high 
internal inflation, no cost overruns over the five-year development period 
for the project as originally conceived are expected. 

Senior management has been of the highest quality, being princi
pally recruited internationally due to the dearth of senior Nigerians; the 
reluctance of the State to second their own staff who are in short supply; 
and the State's unwillingness to hire Ni gerians from other States in the 
Federation. Lately a senior training officer has b~en added to the ·project 
staff to bblster in-house training efforts. 

State support for the project has been consideraqle while the 
Federal Government's attitude has been one of apathy until recently when the 
project has begun to receive considerable attention both inside and from 
outside the country. However, both State and Federal financing has been 
haphazard and deficient and continues to put the success of the project at 
risk. 

Other areas of the State are pressing for an extension of the 
geographic coverage of the project and the State Government is anxious to 
meet this request. The technical, organizationa.l, manpmver and financial impli
cations are being considered in the course of the preparation of a second 
stage project which will be submitted to the Bank for financing. 

Central Honitoring and Evaluation Unit 

This unit has been established as a department of the Federal 
Department of Rural Development and functions as the Federal Government's 
link to the State Development Projects. The unit provides operational support 
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to the projects in general communications, agronomy, training, planning, 
and economic monitoring and evaluation. Under the overall guidance of 
the unit the proje'cts undertake field trials, manpower development and 
socio-economic studies. These studies have included a listing exercise of 
villages and hamlets; a base line survey of 6% of the population to ·esta
blish basic cropping patterns, family composition, land holdings and an 
inventory of farm input use and rural infrastructure; and a detailed farm 
management study to measure prod~ction, expenditure and incomes of 0.6% 
of the population. Ad-hoc studies as an immediat.e aid to project manage
ment have been undertaken on the potential demand for fertilizer, traffic 
counts, market price information, impact of new feeder roads, group farm
ing, water resources and consumption, farmers' and extension agents' 
agricultural knowledge, and a survey of the use of credit. 



NIGERIA 

FUNTUA AGRICULTURAL DEVELOPMENT PROJECT 

Key Indicators 

1975/76 1976/77 19 77 /7 8!:_1 

Estimated Farmers Parti
cipation 

Service centers 

Cropped Area 
Improved Cotton 
Improved Maize 
Improved Sorghum 
Improved Groundnuts 
Improved Cowpeas 

Yields - Averagel/ 
Cotton 
Maize 
Sorghum 
Ground nuts 
Cowpeas 

Credit Recovery 
Seasonal 

Inputs 
Fertili.,zers 
Insectici1es 
Sprayers2 
Ox plows2./ 
Tractor Units2/ 

Infrastructure 
Roads surface~/~/ 
Dams constructed1/ 

Project St.affing 
Project Adm. & Accounts 
Technical Dept. 
Engineering Dept. 
Commercial Services 
Seeds Farms 
Evaluation Dept. 

Unit 

% 
·No. 

ha 
ha 
ha 
ha 
ha 

kg/ha 
kg/ha 
kg/ha 
kg/ha 
kg/ha 

N 

tons 
liters 

No. 
No. 
No. 

km 
No. 

man-years 
man-years 
man-years 
man-years 
man-years 
man-years 

CroEEing 
No. 
Units 

15 

500 

880 
1,650 
1,400 

90 

Season 
1/ 

% 

CroEEing 
No. 
Units 

29% 
41 

70 . 29,000 
4,700 

27,500 
21,000 

97 

320 
460 
630 
400 

60 

96,000 recovered 345,000~/ 

1,470 182 8,500 
33,460 

250 6 984 
1,000 

21 

28 
2 

56 
292 

64 
168 

31 
74 

,, As a percentage of appraisal estimate. 
Current estimates or actuals. 

Season 
1/ 
% 

181 
117 

- 65 
+205 
+367 

94 
46 
77 
73 
13 

CroEEing 
No. 
Units 

72 

95 recovered 

189 16,500 
18 200,000 
11 6,000 

100 1,000 
210 

47 117 
40 16 

75 
138 
164 
110 

92 

Season 
1/ 
% 

94 

·159 .. 
47 
20 
5.0 

50 
62 

3/ Seed farm yields for 75/76: no estimates of farmers' yields were made. 1976/77 figures 
from evaluation units' studies. 

if Not strictly comparable as fertilizer prices have been reduced in 1976/77 season. 
~_/ Cumulative 
~/ Basis 2 km unsurfaced = 1 km surfaced. 

June 1977 
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Approved! 
Signed: 
Effective: 
Closing Date: 

NIGERIA 

GOMBE AGRICULTURAL.DEVELOPMENT PROJECT 

Loan 1164-UNI $21.0 million 

December 1974 
September 1975 
December 1976 
July 1982 

Disbursement as of Sept. 30, 1977: $6.9 million (63% of appraisal estimate) 
$42.1 million Total Project Cost at Appraisal : 

Appraisal estimate of internal rate of 
.return: 17% 

Project Description 

. Project Area 

On farm development on 58,000 family farms (310,000 people) 
Staffing and equipping an extension service 
Staff and farmer training 
Provision of farm inputs 
Seasonal and medium-terms loans for farm inputs 
Development of seed multiplication farms and registered seed growers 
Infrastructural development including administrative center, staff 

housing, training center, and farm service centers 
Marketing services 
Construction of 700 kms of all weather surfaced feeder roads 
Construction of 60 earth dams 
Establishment of a project evaluation unit . 

The project is centered around Gombe in Bauchi State, covering an area 
of 6,450 sq. km. supporting a total population of 380,000 people. Pertinent 
data are as follows:-

Project Progress 

Total Population 
Rural Population 
Number of farm families 
Average family size 
Average number of children 

per family 

380,000 
310,000 
57,700' 

5.4 

2.6 

The project, operational since September 1975, is making good progress ~ 
despite the rather difficult circumstances prevailing in Nigeria. Farmer response ~ 



- 2 -

has been very favorable. Fertilizer usage, a key input, is expected to increase 
from 500 tons/annum before the project to 7,000 tons/annum by the second year of 
the project (see Table of Key Indicators attached). Further improvement can be 
expected as the project develops an area in which surveys show that over 90% of 
farmers .have never before received extension advice. 

The project has been instrumental in controlling the irregularities of 
the local cotton markets which has met an enthusiastic response from project 
area farmers. The feeder road program is also very well received opening up 
communications in the project area significantly. The infrastructural program, 
as a whole, has proceeded on schedule due to energetic project management using 
local contractors. In a period of high internal inflation, and despite del?YS in 
projectstart-up due to staffing problems, total costs of the project as originally 
conceived, are not expected to be more than 12 per cent higher than appraisal 
estimates. 

Senior management has been of the highest quality, being principally 
recruited internationally due to the dearth of senior Nigerians; the reluctance 
of Bauchi State to second their own staff who are in critically short supply 
and the State's unwillingness to hire Nigerians from other States in the 
Federation. Staff shortages at all levels are critical and hampering project 
activities. (Eighty per cent of the extension staff have not graduated from 
Grade 10 level schooling) . A Senior training officer is being added to project 
staff to bolster in- house training activities and assist at the State level. 

The State's and the Federal Government's attitude to the project has 
been one of apathy until recently when the project has begun to receive con
s iderable attention both inside and from outside the country. The State are 
now asking that the geographical coverage of the project be extended. 



NIGERIA 

GOMBE AGRICULTURAL DEVELOPMENT PROJECT 

Key Indicators 

Project Farmers 
Service Centers 
Village Planning Committees 

Cropped Area 
Improved Cotton 
Improved Maize 
Improved Sorghum 
Improved Groundnuts 
Improved Cowpeas 

Yields - Average 
Cotton 
Maize 
Sorghum 
Groundnut 
Cowpea 

Credit Recovery 
Seasonal 

· Medium/~ong-term 

Inputs 
Fertilizers 
Insecticides 
Sprayers]./ 
Ox Carts 
Ox Plmvs 3/ 
Tractor Units 

· Infrastructure 

Unit 

number 
number 
number 

ha 
ha 
ha 
ha 
ha 

kg/ha 
kg/ha 
kg/ha 
kg/ha 
kg/ha 

N 

tons 
liters 

No. 
No. 
No. 
No. 

Roads Constructed (Surfaced) 3/ km. 
Dams Constructed 3/ 
Soil Conservation 

Project Staffing 
Project Administration 
Technical Dept. 
Credit & ~~rketing Dept. 

~o. 
km covered 

man years 
man years 
man years 

1/ As a percentage of appraisal estimate. 
2/ Current estimation. 
3/ Cumulative. 
June 1977 

1976/77 ]j . 
Cropping Season 

No. 
Units 

2,500 
15 
50 

310 
590 
460 
270 
180 

190,000 

3,100 
4,038 

190 

818 

2 

47 
141 

42 

125 

96 
74 
66 
52 
80 

90% recovered 

970 
14 
12 

800 

40 

44 
109 

56 

1977/78 
Cropping Season 

No. 1/ 
Units % 

7,000 
100,000 

1,~00 

2,300 

110 
4 

73 
169 

55 

370 
180 

34 

383 

60 
16 

72 
49 
31 
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NIGERIA 

ONDO, OYO, OGUN AND BENDEL STATES COCOA PROJECT 

Loan 1045-UNI $20 million 

Approved: 
Signed: 
Effective: 
Closing Date: 
Disbursements: 

June 1974 
October 1974 
October 1975 
September 1981 
nil 

Project Description 

1. Second phase of an integrated cocoa development project following the 
successful replanting of 17,000 hectares of cocoa under Loan 764-UNI (closing 
date March 31st, 1977). The project, following the di vision of the former Western 
State. is now being implemented in four States and comprises of: 

replanting~ectares of high yielding cocoa varieties, 
(24,800 ha in t~e former Western State and 4,000 ha in Bendel 
State); 

training staff and farmers in new production methods; 

rehabilitating 96 ha of•cocoa seed gardens; and 

rehabilitating 1,000 km of secondary and farm access roads in the 
former Western State, and constructing 100 km of secondary roads 
in Bendel State. 

Project Progress 

2. , The project planting targets set for the areas under the former Western 
State was in 1976 exceeded by 3,600 ha>bringing the total project planted area to 
28,400 ha (45,800 ha if phase I area is included). In Bendel State progress has 
been less satisfactory and only 760 ha has been planted compared to the 1,680 ha 
appraisal target. 

~ 
3. The division of the former Western State into three new States (Oyo, 
Ondo and Ogun) had led to organizational, managerial, and administrative problems 
which have affected loan disbursements. The former single Cocoa Development Unit 
(CDU) responsible for implementing the project in the former Western State had to 
be divided into three, and considerable delay was experienced in establishing the 
new CDUs, the division of assets, and the related appointment of coordinating 
committees, Tender Boards, and senior and junior staff. 
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Approved: 
Signed: 
Effective: 

NIGERIA 

BENDEL STATE OIL PALM PROJECT 

Loan 1183-UNI $29.5 million 

June 1975 
December 1975 

Closing Date: 
· October 14, 1977 

Decemhcr 1984 
nil Disbursement as of Sept. 30, 1977: 

Project Description 

of: 
First phase of an integrated oil palm development project consisting 

- planting 8,000 ha of smallholder oil palms; 
. operation of a smallholder grant/credit scheme; 
improving 300 km of earth roads; 
staff and smallholder training; 
planting/replanting of 8,000 ha oil palm nucleus estate; 
construction and operation of 2 palm oil mills; 
establishing a fruit collection system; 
establishing a Federal Tree Crop Monitoring and Evaluation Unit; 
smallscale processing studies. 

Project Progress 

This is a problem project, in contrast to the Imo and Ondo State 
oil palm projects approved at the same time. Effectiveness took nearly two 
years due to land acquisition difficulties and delays in signing 
subsidiary loan agreements. Total oil palm estate .planting targets to date 
have been achieved, although not in accordance with the original project design . 
Smallholder progress has been negligible, oil palm plantings totalled 750 ha in 
the first two years compared with 2,000 ha estimated at appraisal. There have 
been manag~rial, staffing and funding problems affecting both the estate and 
smallholder component. The management weaknesses have been compounded by the 
reluctance of the State Government Permanent Secretary of Agriculture to delegate 
to the project Tree Crop Unit (TCU), which has had little autonomy, and problems 
in recruiting a Director for the Federal Tree Crop MOnitoring and Evaluation Unit. 

During the last problem project revie•v (April 1977), Mr. Knapp seriously 
questioned whether the Bank should continue to be associated with the project. 
Consequently Government was informed of the Bank's concern over project imple
mentation; that the project would be reviewed after three months; and that if no 
significant progress had been made, the Bank would seriously consider whether 
further participation in the project was warranted. Lagos office staff visited 
the project three times in August/September 1977 and reported that although major 
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problen1s remain (e. g . important staff appointment unfilled and poor technical 
standards) there has been a modest improvement , particularly in the comp letion 
of conditions of effectiveness. More importantly, a new Permanent Secretary 
of Agriculture has been appointed, ~vhich should increase State interest in the 
project and the chances of Government action to resolve outstanding issues and 
problems. 

Because of these developments the project has been made effective . 
Revised estimated project costs, reflecting the slower than expected implementa
tion, are expected to show a substantial i~crease, and although the project is 
expected to remain viable the 18% economic rate of return estimated at 
appraisal will not be achieved. Assuming the project implementation improves, 
the Bank would make an in-depth review of the project and the Monitor ing and 
Evaluation Unit in early 1978 to assist and redirect the program if required . 

• 

... 
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Approved: 
Signed: 

NIGERIA 

ONDO STATE OIL PALM PROJECT 

Loan 1192- UNI $17.0 million 

June 1975 
September 1976 

Effective: 
·Closing Date: 

not yet but expected 
December 1984 

Disbursements: nil 

Project Description 

1. First phase of an integrated oil palm development project consisting of: 

planting 4, 000 ha of smallholder oil palm·; 

planting 6,000 ha of estate oil palm; 

operation of a smallholder grant/credit scheme; 

training of staff and smallholders; 

improvement of 184 km e~th roads; 

construction and operation of two oil palm mills; and 

establishing a fruit collection system. 

Project Progress 

2. . The project got off to a slow start, but is now proceeding more satis-
factorily. The planting programs have been revised and targeted planting areas 
are expected to be reached in 1980. 

3. The project is not yet effective; terminal date has been extended to 
January 31, 1978. The outstanding conditions of effectiveness are: 

(a) execution of subsidiary loan agreements, and submission of State 
and Federal legal opinions; and 

(b) acquisition under a long term lease of suitable land required by 
the oil palm company for its planting program. 





NIGERIA 

IMO STATE OIL PALM PROJECT 

Loan 1191-UNI $19.0 million 

Approved: 
Signed: 
Effective: 
Closing date: 
Disbursement as of Sept. 30, 1977: 

June 1975 
February 1976 
April 1977 
December 1984 
$0.4 million 

Project Description 

1. 
of: 

First phase of an integrated oil palm development project consisting 

planting 16,000 ha of smallholder oil palm holdings; 

operation of a smallholder grant/credit scheme; 

training of staff and smallholders; 

construction and improvement of 571 km earth roads; 

construction and operation of two oil palm mills; and 

establishing a fruit collection system. 

Project Progress 

2. Due to initial delays in project implementation the planting program has 
been revised. However, the project is adequately staffed and has the technical 
and managerial resources to achieve the full planting target by 1980, providing 
financial and administrative support is forthcoming from the State. 





NIGERIA 

LIVESTOCK PROJECT 

Loan 1091-UNI $21.0 million 

Approved: December 1974 
March 1975 
July 1976 
July 1981 
$2.0 million 

Signed: 
Effective: 
Closing Date: 
Disbursement as of Sept. 30, 1977: 

(plus $0.8 million being processed) 

Project Description 

establishing a Livestock Project Unit (LPU) in the Federal 
Ministry of Agriculture; 

establishing or improving seven breeding ranches; · 

improving two fattening ranches; 

providing credit and technical support to 50 commercial 
farmers and settled Fulani to establish breeding/fattening 
ranches; 

providing credit and technical assistance under a pilot 
scheme for up to 1,500 smallholders to take up beef cattle 
fattening; 

establish 1,600 sq mi of grazing reserves, and improving the 
existing 300,000 ac Kukar Jangarai Reserve in North Central 
(NC) State; 

carrying out pasture improvement research; establishing a pilot 
pasture seed production scheme; and providing training facili
ties for government officials, farmers and herdsmen in practical 
cattle and pasture management; 

establishing a pool of heavy equipment for project land develop
ment, and road and dam construction activities; and 

employing consultants to evaluate the project on a regular basis, 
to conduct appropriate studies, and to prepare ~urther stages 
of the national beef cattle program. 

Project Progress 

This ~ a problem proje Effectiveness took more than a year due to 
delays in appoin ng-~taff, sign1ng subsidiary loan agreements and establishing 
LPU. Physical development has been disappointingly slow due to: 

----L~-~-' L_ 
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institutional problems of establishing a Federal Project 
involving 8 states; 

difficulties in obtaining satisfactory working relationships 
between LPU and the entities involved in project implementa
tion including Nigerian Agricultural Bank, National Livestock 
and Meat Authority, National Livestock Production Company 
and the Livestock Project Management Committee; 

delays in handing over to LPU research and training facilities; 

weak management, compounded by the employment of 7 expatriate 
new to African conditions, which gave rise to serious 
personnel problems. 

Government has expressed dissatisfaction with project progress and in the last 
year, in agreement with the Bank, action has been taken by relocating several 
project staff to proposed development areas, phasing the withdrawal of the 
project manager and agreeing target dates for project development. 

In July 1977 Government requested an in-depth review of the 
project and a Bank mission, now in the field, is expected to complete report
writing by mid-November 1977. The terms of reference of the review mission 
require them to confirm that: either the project can be restructured 
institutionally and managerially within the general framework of the negotiated 
loan; or, that full reappraisal of the project would be required. 

The review mission has just completed its field review and 
its preliminary report is attached as Annex I. 
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LIVESTOCK DEVELOPMENT PROJECT 

Amount of Loan 

Date of Loan Agreement 

Closing Date 

LOAN 1091-UNI 

US$21. 0 million 

March 20, 1975 

July 1, 1981 

Disbursements as of September 16, 1977 

Actual (A) 

Latest Revised Estimate 

Appraisal Estimate (E) 

Supervision Mission 

Latest 

Next 

The Project 

US$2.02 million - A/E - 20% 

Cost updating not yet carried out 

US$7 .6 million 

Full supervision - April 1977 
Review mission - September/October 1977 

Full supervision - May 1978 

1. The loan will: promote beef cattle production in Nigeria by 

providing credit and technical services for seven State Government breeding 

ranches and two fattening ranches, 50 private breeding/fattening ranches and 

fattening by 1,500 smallholders; to establish and improve about 5,200 square 

kilometers of grazing reserves; -develop a program of applied research, training 

and pasture seed production; provision of overseas training program, and 

consultancy services for livestock studies and utilization of tsetse free 

areas. 

The Problem 

2. The project has made slow progress to date, only becoming operational 

with the arrival of the Project Manager in August 1975. Loan effectiveness 

did not occur until July 1976 after many delays, not untypical of other 

Nigerian experiences. There has been little progress in physical development 

of the production components of the project, due to: an ineffective 



Annex I 
page 2 of 3 

management committee; inadequate links between Federal Livestock Department 

(FLD) and Livestock Production Unit (LPU); an uncoordinated and inefficient 

LPU organization and management; no cooperation by National Livestock Meat 

Authority (NLMA) nor its subsidiary National Livestock Production Company 

(NLPC) and; an inexperienced and therefore ineffective Nigerian Agricultural 

Bank (NAB). In addition, budgetting procedures by LPU, FLD and FMARD have 

been inadequate with the result that local currency availability for project 

administrative and central support services is critically short. Looking 

ahead, the effects of inflation on project costs will require reduction in 

or elimination of some project components. Also, the creation of new States 

has had a disruptive effect on project progress. 

3. Progress has been made in preparing some components notably: plans 

for 5 grazing reserves have been finalised; Western Livestock Company, 

Bornu Livestock Company and Bauchi Livestock Company have been formed, 

development plans prepared and, subject to NAB loan approval, are ready for 

development to commence and; the procedures for lending to smallholder 

fatteners have been agreed between NAB and LPU and implementation awaits 

only the availability of NAB finance. 

Actions and Recommendations 

4. A Bank Review Mission (Sept/Oct 1977) obtained approval in principle 

from the Permanent Secretary FMARD and from FLD to its recommendations. 

These are: 

a) Organization The organization of LPU will be simplified to permit 

greater autonomy to the Project Manager in the execution of the 

project. The LPMC will cease to exist and in its place will be 

substituted a small committee within FLD which will only deliberate 

on such policy matters as the project budget, employment of senior 

staff and ICB tender awards. The Project Manager through the LPU 

will be responsible for coordinating and approving project components 

with State Governments. To this end, LPU activities will be fully 

decentralized with the formation of five separate State units. 
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b) Project Scope The production components of grazing reserves, 

smallholder fatteners, private farmers and state farms remain as 

appraised with only a modest reduction in the grazing reserve 

component. This is made financially possible by excluding the 

NLPC operations at Mokwa and Manchok, limiting research expenditure 

to very modest operations at state level, and further investigating 

an effective training component at state level. LPU is made more 

operationally effective through a decentralization of its activities 

on a state basis. 

c) Institutional The role of NAB is of critical importance since it 

is responsible for channelling 80% of funds for the production 

component. NAB must adopt a much more active role if the project 

is to succeed - particularly in the provision of finance, and the 

prompt processing of loan applications. 

d) Finance A financial controller would be appointed; adequate 

immediate and long term finance is required to meet loan agreement 

commitments. 

5. Project Management Provision for nine expatriate technicians was 

made in the appraisal report. Three posts will be abolished; one 

post (Financial Controller) will be created. Where expatriate 

Ranch Technical Officers' posts become vacant they will be filled 

by expatriates unless suitable local staff are available. A 

replacement Project Manager is required in mid 1978. If a suitable 

Nigerian can be found he will be supported by a 'visiting agent' 

consultancy service; if not, an expatriate Project Manager will be 

recruited. A phased plan of disengagement from expatriates to 

local staff will be operated in all cases and progress will be 

reviewed periodically. 

6. Issues The Review Mission will complete its report by November 15. 

Early action is required and can be expected in view of agreement 

in principle to its recommendations having been reached in mid 

October. Issues of special importance are: 

a) Provision of immediate and long term funds 

b) NABs role in the project 

c) Staff appointments 

October 18, 1977 



.. 
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NIGERIA 

AYANGBA AGRICULTL'RAL DEVELOPHENT PROJECT 

Loan 1455-UNI 

Approved: 
Signed: 
Effective: 
Total cost of project at appraisal : 
Appraisal estimate of internal rate 

of return: 

Project Description 

US$35 million 

June 9, 1977 
June 28, 1977 
Not yet 
US~ll4 .0 million 

27% 

~ On farm agricultural development on 150,000 family farms (800 , 000 people) 
~ Staffing and equipping an extension service 

Staff and farmer training 
~ Provision of farm inputs 

Seasonal and medium-terms loans for farm inputs 
~ Development of seed multiplication farms and registered seed growers 

Infrastructural development ~ncluding administrative center, staff 
housing, training ce~ter, and farm service centers 

~ Marketing services 
Components for development of livestock, forestry ~ and fisheries resources 

~ Upgrading of 300 kms of all weather surfaced feeder roads 
~ Construction of 180 wells 
~ Establishment of a project evaluation unit. 

Project Area . ':' 

The project is centered around Ayangba in Benue State, covering an area 
of 13,150 sq. krn. supporting a total population of one million people. Farming 
population is estimated at 800,000 (150,000 families). Average farm income 
estimated $380 at appraisal. 

froject Pro gress 

The project is expected to become effective ·in January 1978 . Recruitment 
of senior project . staff is proceeding according to plan, and the project manager, 
Mr. Fleming (ex-Funtua project) will take up his post in November this year . 

' , .;, ,. 





Approved : 
Signed: 
Effective : 

NIGERIA 

LAFIA AGRICULTURAL DEVELOPME~IT PROJECT 

Loan 1454-UNI $27 .million 

June 9, 1977 
June 28, 1977 
Not yet 

Total cost of project at appraisal: · 
Appraisal estimate of internal rate 

$85.0 million 

@ of return 

'Project Description 

.. 

On farm agricultural development on 60,000 family farms (400,000 people) 
Staffing and equipping an extension service 

· Staff and farmer training 
~ Provision of farm inputs 

Seasonal and medium-terms loans for farm inputs 
~ Develo pment of seed multiplication farms and registered seed growers 
\ Infrastructural development including administrative center , staff 

housing, training center, and farm service centers 
~ Marketing services 
~ Components for development of livestock, forestry and fisheries resources 
~ Upgrading of 600 kms ~ al weather surfaced feeder roads 
~ Construction f 400 wells 
~ Establishment of-a project evaluation unit. 

Project Area 

T~e . project is centered around Lafia in Plateau State, covering an area of 
9,400 sq. km. supporting a total population of 500,000 people . Farming 
population is estima ted at 400,000 (60,000 families). Average farm income 
estimated $580 at appraisal. 

Project Progress 

The project is expected to become effective in January 1978. Recruitmaat .of 
senior project staff is proceeding to plan, and the project manager , Mr . Tench 
(ex-;:-Gusau project) ·will take up his post in November this year . 

. ·.· 
,. ··;.· 





Approved: 
Signed: 
Effective: 
Closing date: 

NIGERIA 

SECOND LAGOS PORTS PROJECT 
(Apapa Extension) 

Loan 922-UNI $55 million 

Disbursements to September 30, 1977: 

July 3, 1973 
August 1, 1973 
October 30, 1973 
December 31, 1979 
$29.7 million 

Borrower: 

Introduction 

Nigerian Ports Authority (NPA) 
An autonomous government agency in 
charge of all Nigerian ports. 

1. Nigeria has four port complexes for general cargo: Lagos, the 
Delta ports (Koko, Burutu, Warri and Sapele), Port Harcourt and Calabar. 
The Bank has made two major loans for Nigeria Port development, both of 
them associated with the Apapa Wharf in Lagos. Both loans were made to 
the Nigeria Port Authority (~~A). .The first involved the construction .of 
770 meters of quay wall at the Apapa Wharf and the procurement of some 
ancillary equipment. The loan was made in 1962 and the project was com-

M pleted in 1966. A second loan for a further 1 000 meters of ua a mad 
fl in July 1973 and is still on o~ng. The project was estimated to cos $84 

million and the Bank loan was for $55 million. The Bank rehabilitation 
loan of $25 million made to Nigeria in June 1970 to assist the country in 
recovering from the civil war included a small port component of $1.4 
million which was used for refitting a buoy tender (Bode Thomas) and purchas
ing some cargo handling equipment. 

The Ongoing Project 

2. (a) Project Content. The project comprises expansion of berth 
face by 1,000 meters with associated dredging to provide a channel and turning 
basin and deepening of the port entrance channel; construction of transit 
sheds, roadways, etc; procurement of container and cargo handling equipment; 
and technical assistance for improving management and operations . The Govern
ment and NPA unilaterally decided in 1975 to extend the new berthage by an 
additional 500 meters with a total provision of six berths because of growing 
congestion. Due to this and appreciable inflation, the estimated total 
project cost has increased to $200 million. The increase in costs is being 
financed by the Nigerian Government. 

(b) Project Execution. • 

(i) Civil Works. After considerable delay the civil works 
contract was awarded in 1975 to Julius Berger Bauboag 
and work commenced in April of that year. In spite of 
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slow progress at the beginning of the construction 
due to changes in the berth structure design, the 
works are now expected to be completed in the third 
quarter of 1978, some months ahead of schedule. The 
contractor's overall performance is good but our 
arrangements with NPA for work supervision did not 
work out well. It was intended that NPA would 
provide a supervision team headed by a Chief Resident 
Engineer. However, NPA found great difficulty in 
recruiting an experienced expatriate to fill the 
Chief Engineer's post and the rest of the team was not 
well staffed. The consultant's site representative 
played a minimal role and as a consequence various 
problems have arisen with the contractors. Both we 
and NPA have learned that greater reliance should be 
placed on consultants in such circumstances for any 
future work that may be handled. NPA has been slow 
in producing quarterly reports on the work in progress 
and we are only now receiving r~asonably adequate 
reports, 

(ii) Equipment Procurement. The bulk of the equipment 
consisted of quayside container handling cranes and 
container gantry cranes. This procurement is proceed
ing under the auspices of the U.K . Crown Agents. 

(iii) Technical Assis t ance . Under the loan Price Waterhouse 
Associates.¥ere hired to establish computerized accounts 
and data processing as well as costing procedures and 
asset revaluation. Some technical and staffing diffi
culties have been experienced in this respect but are 
now being overcome. Proper port costing is being 
introduced gradually . The effect of asset revaluation 
on the current April 1975 price base has been to triple 
the net value of assets as previously recorded and this 
has had a corresponding impact on the annual depreci
a tion charge, involving a further increase in the 
financial burden on NPA. 

NPA's Operating Results and Forecasts 

3. (a) Traffic. The impact of Nigeria's massive increase in oil 
revenues on national development plans and the consequent huge increase in 
imports was not foreseen during appraisal of the project in early 1973. Our 
forecast was essentially accurate for 1975/76 (4 . 5 million tons through Lagos 
and 6 . 5 million tons in all ports) but estimates were substantially exceeded 
in 1976/77 when Lagos handled 1 . 5 million tons over the forecast of 4 . 9 
million tons and all Nigerian Por t s handled about 2.0 million tons over the 
forecast 6 . 9 million tons. The resultin~ port congestion has been well 
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publicized and NPA has made heavy investments in short-term lighterage 
faci l ities and mechanical ca r go handling equipment in an effort to cope 
with this congestion, largely at Lagos. 

(b) Operations. NPA has made vigorous efforts to clear the 
congestion and its success can be measured by the fact that the massive 
backlog of 455 vessels wait i ng for berths in August 1975 has been reduced 
to less than 100 t h is year. Berth occupancy at Lagos is excessively high, 
running at about 97 % at Lagos in 1976/77. Under the pressure of this 
traffic, however , labor productivity has i mproved, particularly at Lagos, 
and NPA has fulfilled its obligations under the Bank loan in this regard. 

(c) Accounting , Audit i ng , Finance and Tariffs. Due to the 
difficulties in establishing new comput er accounting procedures referred to 
in paragraph 2(b )( i i i ) above, NPA's accounts are far in arrears. We are still 
awaiting the audited accounts for 1974/75. However, it is clear that NPA's 
~inancial situation has deteriorated sharply in recent years due principally 
to: 

(i) substantial increases in staff costs resulting from 
Government salary awards; and 

(ii) Government failure to approve NPA's proposal to 
increase tariffs, 

Government approval for the tariff increases has recently been received and · 
the revised tariff was to be in force from October 1, 1977. However, NPA 
has yet to clarify what additional revenue this would yield, whether this would 
suffice to meet its greatly increa~~d financial burdens -- particularly the 
debt charges for the massive new works underway (including the project), and 
whether the Government will compensate NPA for the huge past deficits incurred, 

4. The net deficit for 1973/74 was Nl.3 million ($2.0 million) rising 
to an estimate of Nl4.5 million ($22.0 million) in 1975/76, Current estimates 
~or 1976/77 and 1977/78 indicate deficits of N8- N9 million ($12 - ~1~ million). 
We have urged NPA to settle the outstanding financial issues with the Government 
so that a reasonable estimate of the 1978/79 returns can be agreed with the Bank 
and future prospects determined. 

Relations With The Borrm.;er 

5. Much of the significance and leverage of the project was lost when 

I 
Nigeria unilaterally enlarged the scope of the project itself and embarked on 
a massive investment program encompassing virtually all Nigerian ports and 
costing approximately $1.2 billion (including the $200 million Apapa Wharf 
project). 

6, We have retained good working relationships with NPA but at the cost 
of overlooking the fact that the important loan covenants have been broken or 

· disregarded. This particularly applies to• t hose relating to consultations on 
future port development, and those specifying financial results (rates of return, 
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working ratios and debt coverage). This approach was deliberately adopted 
by the Bank when it became apparent that the alternative was suspension 
or cancellation of the l oan (the latter was suggested by NPA at one point) 
and lack of any effective contact whatever. As it is, our rel~t~~~ship 
has permitted us to continue our supervision and to have some positive 
input into Bank objectives. 

Devel opment Underway 

7. The principal projects expected to be completed by the end of 1978 
are the Lagos "Instant Harbor" at Tin Can Island ($370 million) comprising 
10 berths, t wo lighterage terminals totalling 2,700 meters at Lagos 
($94 million) and one of 1,140 meters at Port Harcourt ($31 million). 
Assuming a normal throughput of 150,000 tons/year for a vessel berth and 
of 500 tons/meter/year for a lighterage berth, NPA's total annual general 
cargo handling capacity will increase to about 7.8 million tons (including 
5.7 million t ons at Lagos). This falls appreciably short of NPA's rough 
estimate of corresponding traffic of 9.5 - 10.0 million tons . 

Prospective Development 

8, The_Government has been led by the recent port problems and the 
anticipated increase in berth requirements to contemplate further consider
able expansion of capacity. Two main schemes envisaged are a 30 berth new 
port (Ocean Terminal) at Lagos with an initial pha se of 6 berths ($200 million)~ 
and construction of 6 berths ($150 million) at Port Harcourt. If these . 
materialize by the end of 1981, together with other ongoing works ($440 
million) at Calabar, Warri and Koko, the general cargo handling capacity will 
increase by then to 12 million t£nS as against NPA's rough estimate of 15 
million tons for 1980/81. Even if the traffic rises only to 12 million 
tons, the intended first phase projects at Lagos and Port Harcourt would 
probably be economically justified. Their foreign exchange component is 
estimated at $200 million. 

9, We understand that the NPA .would welcome Bank participation in the 

/

· proposed Lagos "Ocean Terminal" project which involves technical complexities 
yet to be studied. We could contemplate a useful role for the Bank provided 
thete was clear agreement on: 

(i) the need to thoroughly review the economic case fo r 
this and other proposed port projects in Nigeria as 
well as the technical aspects; Rnd 

(ii) the importance of adhering to the Bank's loan 
covenants on operational and financial ret urns • 

• 





NIGERIA 

FOURTH POWER PROJECT 

Loan 847-UNI $76.0 million 

Approved: 
Signed: 
Effective: 
Closing Date: 
Disbursements as of Sept. 30, 1977: 

June 29, 1972 
June 30, 1972 
June 26, 1973 
December 31, 1977 
$72.9 million 

Borrower: 

Project Description 

National Electric Power Authority (NEPA) 
The Government-owned corporation in 
charge of planning construction and 
operation of the power systems. 

1. The project consists of: (i) addition of 2 units of about 100 MW 
each to the Kainji hydro-plant; (ii) reinforcement of 5 existing 330/132 kV 
substations; (iii) construction of a second 330 kV line from Kainji to Lagos; 
(iv) reinforcement of the distribution systems in 19 cities and electrifica
tion of some 99 rural townships previously without electricity; and (v) studies 
for future development of the power system, management and technical assistance. 

Project Execution 

.. 
2. Progress on the project has been generally satisfactory taking into 
account the Lagos port congestion, and the difficulties in transporting 
equipment and materials to sites. However, the project will be completed 
significantly behind schedule (6 to 24 months' delay); the extension of the 
Lagos distribution grid and the rural electrification component are the most 
adversely affected of all project components. Procurement has proceeded 
satisfactorily without any problems since the early stages of the project. 

3. ~ Despite an amendment to the project Loan Agreement made in June 1977 
to provide for a reallocation of fund~ , disbursements are likely to be com
pleted by the project's closing date. 

4. The total project cost estimate at March 31, 1977, is about 21% 
higher than the original estimate of US$126.04 million. The total foreign 
cost overrun of approximately US$20 million will be financed out of NEPA's own 
resources. 

NEPA's Management and Staffing 

5. NEPA is experiencing problems in retaining and recruiting competent 
staff because of the recent Government wag~ policy which compels NEPA to have 
its salary levels in line with those of the public services. NEPA's management 
is highly concerned with this situation and has been pressing for Government's 
acceptance of an autonomous wage policy for the - corporation. 
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NEPA's Operation and Maintenance 

6. High growth rates of electricity consumption (16% over the past 
5 years) have created generation, transmission and distribution problems and 
power failures and load sheddings, which are presently rather common in large 
cities as well as rural areas. These high growth rates of consumption 
generally lead to shortages of distribution and maintenance materials, and seldom 
allow scheduled maintenanc~ which explains in large part the low quality of 
service. These conditions explain why NEPA issued in January 1977 a 10- year 
investment program estimated to cost US$6.6 billion in 1976 prices. 

NEPA's Finances 

7. NEPA had a 4.2% rate of return on net assets in service in FY 76; 
and although its tariffs have not been increased for years, the corporation 
appears in a comfortable financial position due to the Government's financial 
support for NEPA's development program • 

.. 

• 





I: DATA 

Signed: 
Effective: 
Closing Date: 
Disbursements as 

of October 1, 1977) 

II. Background 

NIGERIA 

EDUCATION PROJECTS 

First Education 
Project US$20.0 
(Credit 72-UNI) 

March 1, 1965 
May 10, 1966 
December 31, 1977 
US$19.6 million 

Second Education 
Project US$17.3 
(Loan 814-UNI) 

April 18, 1972 
November 28, 1972 
December 31 , 1978 
us$4.4 million 

Third Education 
Project US$54.0 
(Loan 929-UNI) 

August 16, 1973 
January 14, 1975 
December 31, 1978 
Nil 

1. Nigeria ha.s three Bank-Group assisted edusa · rejects. The First 
Education Project (Credit 72-UNI) , signed in 1965 fo US$20 million , was nntlona~ 
in scope. About one third of the total cost of the p · of US$39 million was 
for technical and vocational training, and about 60 percent for increasing 
enrollments and for shifting the emphasis in the curriculum in secondary schools 
by providing workshops, science laboratories and typinB classrooms. 65% of the 
project in terms of total value was allocated to the Jorthern region which, at 
appraisal, had only 360,000 students or about 7.9% of the age group enrolled in 
primary schools. This may be compared with 100,000 students or 73 . 7% for Lagos, 
1,270,000 or 68% for the Eastern region, and 1,100,000 students or 58% for the 
Western Region . At the secondary school level, the Northern region had 8 ,000 
students enrolled or 0.3% of the secondary school age population, Lagos, 6,400 
or 10%, the Eastern region 27,600 or 2 . 0%,and the Western region 143 , 000 or about 
2.0%. 

2. At the request of the Federal Government, disbursements under the first 
project were discontinued in the Lastern Nigeria region during the civil war and 
were resumed only in 1972. The project was reappraised in the Eastern region in 
1970 and 56 of 60 institutions were dropped from the project and 5 added . At 
reappraisal, the first education project changed objectives in the Eastern region 
and became a rehabilitation and reconstructior: project. The 1970 reappraisal 
mission for the first education project in Eastern Nigeria was, at the same time, 
the first of two appraisal m~· · for the second project. The Second Education 
Project (Loan 814- UNI) for U $ 7.3 ·llion was signed in April 1912 and was 
entirely concerned with the re l itation and reconstruction of war damaged 
educational institutions in the four states which comprised the former Eastern 
re~ion. The project assists 23 secondary schools and seven primary teacher 
training colleges. One of the state which you will visit, Cross River , is 
part of the former Eastern Nigeria . The first and second education 
projects did not get off the ground in this State until 1973 because of the 
civil war and preoccupation with establishing new state administration. 

3. Tbe ~ Project (Loan 929-UNI) fo~S$~illion is 
confined to the states in Northern Nigeria because the e~systems ln these 
states are less developed than in other states of the Federation. The 
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project has elements for primary teacher training, increasing the capacity at 
the Faculty of Education at Ahmadu Bello University by 1,000 students and 
increasing secondary schools enrollments by about 15,000. Because Ahmadu 

1 

Bello University no longer wishes to participate in the project and because 
the states now wish to finance teacher training colleges under a Federal 
universal primary education program, and to compensate for cost overruns of 
over 4oo%, the project content is being reduced to secondary schools only. 
Cost overruns are attributable to a 340% increase in building costs that are 
general for Nigeria and to a 20% increase in the physical content of the project 
since appraisal. The impact of inflation has been exa cerbated by a 12 months 
delay in project implementation caused by Government's slowness in signing 
subsidiary loan agreements with state authorities, and an agreement with 
consulting archit ects. The two states which you will visit in Northern Nigeria 
(Sokoto and Kaduna States) participated in, and successfully completed, the 
first education project. They are entering the construction phase of the 
third education project. 

4. All three education projects have suffered from management problems 
attributable to the civil war and the subdivision of State Governments. The 
first project has suffered most and Government frustration with its slow 
implementation has adversely affected IDA relationships with some states and 
with the Federal Government. Many Nigerian officials feel that Bank-Group 
procurement procedures are slow and combersome and delay project implementation. 
In the early years of the implementation of the first project, the Bank did 
adhere closely to procurement guidelines, but with increasing awareness of 
procurement problems on the part of Government and Bank staff, the major 
difficulties have been resolved. For example, there was some delay in the 
implementation of the first project while IDA and the Government worked out 
exceptions to the Bank's normal guidelines for procurement for small scale 
works at remote voluntary agency (mission) schools. 

~ 
5. For two years the second and third projects were classified as 
problems because of (a) weak management at the State and Federal Government 
~vels, ~b) Government's reluctance to accept supervision missions, (c) some 
states inability to meet the cash- flow requirements of projects, and (d) 
large cost overruns. Recently State Governments have taken steps to 
strengthen project management, and the Federal Government accepted two super
vision missions and has provided the states with grants to finance the local 
contribution to total project costs . Management at Federal Government level 
remains weak. Descriptions of the content, objectives and progress of the 
three projects are shown separately. A summary table on the content and 
status of projects located in the various States to be visited is attached 
as Annex 1. 

6. While there have been substantial outlays for education in Nigeria, 
there remain numerous opportunities for future education and training projects . 
However, Government has not clarified its views on what help the Bank should 
provide, and from our point of view new projects, unlike previous projects , 
should be identified, prepared and implemented on a state by state basis to be 
more manageable. 



Annex 1 
Page 1 of 2 

CONTENT AND STATUS OF PROJECTS IN STATES TO BE VISITED 

A. Kadune. Stat~ - Pro.]ect Hnnag~r: Mr. L.K. Akand~ 

1st Education Project - Architectural Consultants: Robert ~~tthev, Johnson-~Arshe.ll and Associates 

Institutions Status Comments 

Advanced Teacher Training Colleg~, Zaria Complete Provided ~pace for 300 s tudents for 
US$1.9 million 

Government Technical School , Kadune. Complete Provided space for 400 s tude nts for 
US$1. 6 million 

Extensions to 2 Craft Schools Complete 

Extensions to 9 secondary schools Complete 

3rd Education Project - Architectural Consultants: Ekvueme Associates + SCAAN 

Institutions 

flew Secondary Schools, Ikare. 

New Secondary School, Jibiye. 

Extensions to eight existing 
secondary schools 

In design and 
Con struction phnse. 
Construction phase. 

Under construction 

For 6oo students 

For 600 students 

Work~hops, laboratories and staff 
houses . 

The total cost of this project in Kaduna State is US$23 million , 40% of which will be reimbur~ed by the Bank . 

B. Sokoto State - ProJect t·1e.nager: ~Allam Abdul Karim 

lst Education Project: Architectural Consultants: Robert Matthew, Johnson-tlarshall and Associates 

Institutions 

~1ajor Ext ens ions to: 

The Sokoto Technical School, Sokoto 

The Government College, Sokoto 

The Government Secondary School, 
Bernin Kebbi 

Complete except for 
some missing equip
ment. 

Complete 

Complete 

Comments 

Provided workshop~ . auditorium, clas srooma 
and equipment. 
The school does not have sufficient tools and 
equi pment and does not appear to be well managed . 

Classrooms , laboratories , workshops, equipment. 
Good results in tems of physical implementation 
and educational quality. 

Science Laboratory, vork~hops 
This school vas not vi~itcd by the March 1977 
supervision mission. Conaultnnts indicate 
satisfn~tory results. 

The total cost of the project in Sokoto State vas about US$1 . 3 million 

3rd Education Project: Architectural Consultants: Eko~eme Associates + SCAAN 

Instituti ons 

l nev Girls Secondary School, Illela 

5 extensions to existing secondary 
schools at Shinkafi, Gwnini , Gvada 
Abova, Gusnu and Sokoto 

Under con5truction 

Under construction 

For 600 girls costing US$9 million 

Staff houses, workshops and laboratories 
costing US$2 million . 
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c. Oyo State - llo Project Manager 

Annex 1 
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ht Educnti on Pro,lect - Arc hi teet ural Consultants: Robert Mat the", Johnson Mar-a hall and Associates 

Institutions Comments 

Oshogbo Trade Centre Less than 50% built 

Oyo Trade Centre Construction complete 20% of buildings not in use 

Olivet Boys !ligh School, Oyo 

Government College, Ibadan 

Ibadan Grammar- School .... 
Ogbomosho High School 

Ogbomosho Graccar School 

Iseyin Gr~ar School 

Oduduwa College, Ile-Ife 

Ilesha Grammar School 

Construction 

complete 

for several 

years 

( 
( 
(50% of buildings 
( 
(not in use 
( 
(because of lack or 
( 
(equipment, electr-ical 
( 
(connections, etc .. 
( 
( 
( 
( 

Note: The physical implementation of the project in Oyo State vas very poor because of a lack of 

project management, lo" quality contractors and procurement procedures vhereby minor liorks 

such as electr-ical connections ~ere not par-t of main building contracts. Much or the 

equipment for the schools is missing. 

2nd Education Project - Architectural Consultants: P.obert ~!atthev, Johnson-Mar-shall and Associates 

Reconstruction and Rehabilitation or: 

Women's Tr-aining College, Enugu 

Loretto Teacher Training College, Adzi 

St. Cyprian Teacher Training College, Nsukka 

Presbyterian Secondary School, Abnkaliki 

Union Secondary School, Avkunava 

Anglican Grammar School, Nsukka 

Dennis Memor-ial Grammar School, Onitsba 

All contracts 
&Yarded and 
construction 
proceeding . 

Cross River State - Pro,]ect l'.nnager: Dr. Essiota Essionata 

Total cost is about US$9 million in this 
state. 

lst Education Project - Architectural Consultants: Robert ~~ttheli, Johnson-Marshall and Associates 

Institutions 

Nev Trade Training Center at Ikot Ada Idem) 
) 

Nev Trade Training Center at Ogoja ) 

Minor extensions to Teacher Training 

Colleges at Ikat Ekpene, Ogoja, Oron 

&nd Uknm 

Contracts just 
awarded 

Completed 

Comments 

2nd Education Project - Architectural Consultants: Robert Matthev, Johnson-Marshall and Associates 
Institutions 

Extensions to and Rehabilitation 

or seven secondary schools 

St. Patrick's College, Ikot Anso; 

Q.I.C . Secondary School, Etinan; 

~nryknoll Secondary School, Ogoja; 

Cornelia Connelly Secondary School, Oyo; 

Methodist Boys High Gchool, Oron; 

Union Secondary School, Ibiaku; and 

the Government 5eeondarv ~~hnnl T~-~ 

Contracts avarded 

and nothing built 



NIGERIA 

FIRST EDUCATION PROJECT 

Credit 72- UNI US$20.0 million 

Signed: 
Effective: 
Closing Date: 
Disbursements as of October l , 1977 

Project Description 

(a) - a new secondary school 

March l, 1965 
May 10, 1966 
December 31, 1977 
US$19 . 6 million 

(b) - additions to 103 existing secondary schools 
( c ) - 12 new trade training centers 
(d) - additions to two trade training centers 
(e) - a new advanced Teacher Training College 
(f) - additions to six teacher training schools 
(g) - a new National Technical Teacher Training College 
(h) - a new Federal School of Arts and Science 
(i) - additions to nine craft schools 

Objectives 

l. The project was to increase secondary school enrollments by 17,000 , 
increase the emphasis on science and vocationally oriented subjects in 
secondary schools, and increase enrollments in craft and technical insti
tutions by about 1700 students. 

Project Progress 

2. The project has an unusual history . It was one of the Bank Group's 
first education projects and represented a difficult undertaking. The 
project comprised construction, furniture and equipment at 137 sites 
scatter ed throughout the country. Project implementation was the respon
sibility of four regional ministries of works and of the Federal Government 
for institutions in the Federal Territory. The civil war disrupted project 
implementation by halting implementation in the Eastern region from 1967 
to 1972 and by placing prior claims on manpower and other resources . The 
subdivision of the four regional governments into 12 states in 1966 and 
into 19 states in 1976 further weakened project management in Ministries 
of Works. A lack of technical manpower in State Ministries of vlorks, low 
quality contractor s, sometimes too elaborate design standards and 
a lack of financial planning either delayed the project or resulted in 
the abandonment of some construction sites: 15% of the project has not been 
implemented . The project's results are mixed. Results have been 
notably good at the Advanced Teacher Training College in Zaria, Kaduna 
State , where the enrollment target of 400 students has been achieved~ at 
the Government Techraical School in Kaduna where enrollment targets have 
also been achieved and graduates are in demand in industry because of the 
good quality of the education; and at the National Technical Training 
College . Implementation was good at most "voluntary agency secondary 
schools" where headmasters took interest in project implementation . Results 

. .,._ 
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were often poor at Government secondary schools where headmsters were 
not in complete accord with project objectives of diversifying the curric
ulum and improving science instruction. Overall, the project provided 
only 14,000 of the 17,000 secondary school places and 1100 of the 1700 
technical and vocational school places planned. 



NIGERIA 

SECOND EDUCATION PROJECT 

Loan 814-UNI US$17.3 million 

Signed: 
Effective: 
Closing Date: 
Disbursements as of October 1, 1977 

April 18, 1972 
November 28, 1972 
December 31, 1978 
us$4.4 million 

Objective 

1. The objective of the projectis to assist with rebuilding of war damaged 
education institutions in Eastern Nigeria. 

Project Description 

2. The project consists of the rehabilitation and expansion of 23 secondary 
schools and seven primary teacher training colleges in the four states which 
comprised the Eastern Nigeria region. 

Project Progress 

3. All contracts have now been awarded and most construction has started. 
The project will be completed about three years behind schedule because of (a) 
slowness in establishing the administration of new state governments and (b) 
slowness in state appointment of executive architects. The States have been 
provided with grants by the Federal Government to finance their share of total 
project costs. There is concern that with increasing financial stringency, 
the State Governments will use the grants for other purposes and have insuffi
cient funds to meet the cash flows requirements of the project during the 
next fiscal year. 



NIGERIA 

THIRD EDUCATION PROJECT 

Loan 929-UNI US$54.0 million 

Agreement: 
Signed: 
Effective: 
Closing Date: 
Disbursemenm as of October 1, 1977: 

August 16, 1973 
January 14, 1975 
January 14, 1975 
December 31, 1978 
(Nil) 

Objective: 

1. The objective~ of the project is to help redress the regional imbalance 
in access to education in Nigeria by assisting the states in the former 
Northern region to increase and improve education at the prin1ary and 
secondary levels. 

Project Description 

2 . The project consists of construction, furniture and equipment for 
(a) 19 new and 40 existing secondary schools, (b) 8 new and 16 existing 
primary teacher training colleees and (c) for the School of Basic Studies 
and the Faculty of Education at Ahmadu Bello University. 

Project Progress 

3. At appraisal, the total cost of the project was estimated to be 
US$107 million. However, unanticipated inflation has resulted in a total 
project cost of over US$400 million . Because of inflation and other 
developments the project content is being reduced. The other develop
ments are (a) Kano State and P~adu Bello University have asked to with
draw from the project and (b) the State Governments wish to finance the 
Primary Teacher Training Component of the project under the federally
financed universal primary education program. It is anticipated that 
the Federal Government will request that Loan and Project Agreements be 
changed to reduce the project content to part of the original secondary 
school component only. A reduced project content has already been 
determined in six of the seven states; Kwara State has not yet decided 
on the content vrhich it ivishes to propose . It is likely that the new 
project content will consist of 11 to 13 new secondary schools 
and extensions to 20 existing schools consisting of staff houses and work
shops . The new project could cost about US$130 million . Contracts for 
all extensions to secondary schools in the modified project have been 
awarded; contracts for three new secondary schools have also been 
awarded. Where the original project would have provided about 20,000 
new student places, the modified project will provide anly about 
9,000 new· places. It is anticipated that the project will be completed 
about 18 months behind schedule because of slow tendering procedures 
and delays in construction caused by material and manpower shortages . 





NIGERIA 

SUMMARY OF THE STATUS OF THE REMAINING PROJECTS 

1. Loan No. 427-UNI Western Nigeria Road Project: US$14.5 million Loan of 
September 26, 1965; Effective Date: March 29, 1966; 
Closing Date: March 31, 1975; Undisbursed Balance 
as of August 31, 1977: US$2.5 million 

The project has been completed and discussions are underway with 
the Government concerning the undisbursed balance of US$2.5 million. This was 
the first Bank onlending operation in Nigeria through the Federal Government to 
the then Western Region for physical and institutional improvements. The 
physical component involved reconstruction and improvement of three roads to
gether with consultants' services for construction, supervision and engineering 
of other roads. The institutional components provided assistance for re
organization of maintenance operations. The physical component was completed 
with a savings of 7 percent. At the same time, the audit rates of return of 
all road sections are higher than expected because of cost underruns and higher 
than forecast traffic levels. The institutional component was partly successful . 
However, the experience provides useful guidance for a comprehensive, nation- wide 
study carried out under a follow- on project currently being implemented. 

2. Loan No. 694-UNI Transport Rehabilitation: US$25.0 million Loan of 
June 26, 1970; Effective Da te: September 18, 1970; 
Revised Clos i ng Date: March 31, 1975; Undisbursed 
Balance as of Agusut 31, 1977: US$0.6 million 

This project provided for three components: (a) the reopening of 
Port Harcourt; (b) the purchase of needed equipment and materials for the 
ports and the Eastern Railway Lines; and (c) the repair of roads and bridges 
in the East and the general rehabilitation of the highway system. The project 
is physically complete and discussions are underway with the Government concerning 
the undisbursed balance of US$0.6 million . The road component was successfully 
completed although the construction period was extended because the scope of 
the work under some contracts was extended during project execution . The railway 
component was less successful because of a lack of local funds, and management 
and procurement problems. The objectives of the ports component were achieved 
even though there was some delay. 

3. Loan No . 764- UNI Western Cocoa Project: US$7.2 million Loan of June 23, 
1971; Effective Date: November 5, 1971; Closing Date: 
March 31, 1977; Undisbursed Balance as of August 31, 
1977: US$0.1 million 

This project, started in 1972 to plant 43,500 acr es of high-yielding 
hybrid cocoa by 1975, has been successful. Planting quality is good with 
trees planted in 1972 and 1973 now producing. Project success can be attributed 
to the creation and operation of the CDU as a semi-autonomous agency, good 
management, well qualified staff, cooperative society support, adequate Govern
ment funding, satisfactory infrastructure and communications network, exceedingly 
good farmer acceptance, rigorous field control and proper nursery and field 
preparation. 
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4. Loan No. 838-UNI Fifth Highway Project: US$26.3 million Loan of June 26, 
1972; Effective Date: February 20, 1973; Closing Date: 
June 30, 1977; Undisbursed Balance as of August 31, 1977: 
US$13.8 million 

The project included: (a) construction of about 100 miles of trunk 
roads; (b) reconstruction of eight war-damaged bridges; (c) consultant services 
for (i) supervision of the road and bridge construction; (ii) a feasibility 
study for 2,000 miles of road and (iii) a highway maintenance study; (d) technical 
assistance to improve highway administration; and (e) procurement of equipment 
for highway planning and vehicle weight control. The physical work on the five 
roads and the reconstruction of the eight war-damaged bridges has been completed. 
The highway maintenance study has also been subtantially completed, but the 
technical assistance is behind schedule. 





Nll.ERIA 

RIVERS STLTE OIL P P.ll1 PROJEC-T 

Timing : 
Estimated Total Project Cost: 
Proposed Loan Amount: 

Project Description 

FY78 
US$66. 5 million 
US$29 million 

1. The project would plant lO,OOO·ha of nucleus estate and 10,000 ha 
of smallholde r oil palm, primarily to supplement the production of palm oil 
for the domestic market; Nigerian extension staff and farmers would be 
trained; 400 km of roads would be upgraded; two 40-ton/hr. palm oil mills 
would be constructed; and studies for the preparation of second phase oil 
palm projects and a coconut project would be undertaken. 

Current Status 

2. ·The project has been appraised, but negotiations are delayed due 
to problems in acquisition of land for the nucleus estate. 





NIGERIA 

BIDA (NIGER STATE) AGRICULTURAL DEVELOPMENT PROJECT 

Timing: 
Estimated Total Project Cost: 
Proposed Loan Amount: 

Project Description 

FY78 
US$59 million 
US$20 million 

1 . The project would be similar to the ongoing integrated agricultural 
projects in northern Nigeria, and would consist of: expansion of farmer 
extension services; seed multiplication and field trials; low cost irrigation 
development; forestry development; provision of 26 farm service centers to 
provide farm inputs; construction of 650 km of feeder roads; staff training, 
and project evaluation. It would affect directly 32,000 farm families and 
indirectly a further 35,000 farm families . 

Current Status 

2. The appraisal mission has recently returned from the field and 
its findings and preliminary recommendations are attached as Annex I. 



Project Area: 

Components: 

Annex I 
Page 1 of 3 

Bida Agricultural Development Project 

As proposed by the preparation mission, e.g. three 

Southern Local Government Areas of Lavun, Etswan 

and Gboko . 

Farm and Crop Development 

Smallholder: 

Group farm: 

55 1300 ha (including 7,300 of irrigated rice) 

4,400 ha (70 groups) 

Commercial farm: 13,000 ha (between 25 - 75 ha each) 

Irrigation 

Rehabilitation and expansion of the three former 

schemes at Edozhigi, Baddegi and Loguna (proposals 

by Enplan Consultants have been included) 

Forestry 

Establishment of 2,000 ha of new plantation; technical 

assistance for existing activation. 

Livestock 

Technical assistance for improving disease control, 

advice to commercial poultry farms and long term 

planning of livestock development in the State. 

Infrastructure 

Construction of 540 km new farm to market roads, 

improvement of 30 km . 

- Improvement of the MNR Central Workshop at Bida 

- Construction of houses, offices, farm service 

centre, etc. 

Project Costs Total H31 million 

Local H19.4 million 

F/Ex H11 . 6 million 



Proposed Financing 

IBRD Nll.6 million 

FMG N 7.7 million 

State Nll. 7 . million 

Cost Recovery 

(37%) 

(25%) 

(38%) 

Annex I 
page 2 of 3 

Full commercial charges for irrigation water, 

machinery, hire services, plant protection services 

and supply of improved seeds. 

Staffing 

13 Expatriates required for key management and 

technical positions. 

Beneficiaries 

About 36,000 farm families (with farms averaging 

below 3 ha) will directly benefit from increased 

production. Another 30,000 will derive benefits 

indirectly from improved infrastructure and 

services. 



October 25, 1977 

Status: 

Annex I 
page 3 of 3 

The appraisal of the project has been completed 

satisfactorily and. all technical, managerial and 

financial recommendations have been finalized. 

However, the State Executive Council has yet to 

decide whether the project is acceptable to the 

Government. In view of this, the appraisal 

mission was not able to hold wind-up discussions 

and reach agreement with the State Government 

on the mission recommendations. In the 

mission's view, delays in the Executive Council 

decision stem primarily from political 

consideration (project excludes the area from 

which State Commissioner for Agriculture comes) 

and not from any project-related issues. 





NIGERIA 

- -
.AGRICULTURAL MANAGENENT TRAINING INSTITUTE 

Timing: 
Estimated Total Project Cost: 
Proposed Loan Amount: 

Project Description 

FY79 
US$12. 5 million 
US$6.0 million 

1. The project \vould establish an institute to provide training in 
managerial and supervisory skills for staff at all levels of agricultural 
management. Trainees would be drawn from all sectors of the agricultural 
industry and from related supply, marketing and credit organizations, 
Training methods would involve up-to-date management training techniques 
hitherto used only in the industrial sector. In particular the project would: 
construct lecture rooms, offices, student accommodation and staff houses; 
provide 1~ man~years of technical assistance uhder a man~gement contract with 
an internationally-experienced consultant company to establish and operate the 
Institute; and provide supplementary overseas training for Nigerian training 
staff in anticipation of phasing out expatriate staff. 

Current Status 

2. The project has been appraised, but some key issues relating to 
project concept, costing, location and appointment of management consultants 
services have to be resolved prior to negotiations . 

.. 



• 



NIGERIA 

ILORIN ( KHARA STATE) AGRICULTURAL DEVELOPl'fENT PROJECT 

Timing : 
Estimated Total Project Cost: 
Proposed Loan Amonnt: 

Project Description 

FY79 
US$90 million 
US$41 million 

1. The project would be simila r to the ongoing integrated agricultural 
development projects in northern Nigeria, and would consist of: expanding 
existing extension and provision of farm management and establishing 
2,000 ha of teak plantations ; establishing an experimental·husbandry farm for 
undertaking app lied research; providing a seed multiplication service, 
establishing QO farm service centers and the supply of farm inputs; providing 
market intelligence, weights and 1neasures, trade promotion and crop storage 
services; .expansion of Government tractor service and promotion of private 
tractor operat0rs; construction of 100 km of new feeder road and improvement 
of 200 km of existing roads; providing mechanical land clearing and soil 
conservation services; provision of buildings and equipment for logistical 
support for the project. The project would benefit in one way or another 
120,000 farm families. 

Current Status 

2. The feasibility study has been completed and the project is expected 
to be appraised in November 1977. 

• 

.. 





NIGERIA 

FORESTRY DEVELOPMENT PROJECT 

Timing : 
Estimated Total Project Cost: 
Proposed Loan Amount: 

Project Description 

FY79 
US$ 65 million (approximately) 
US$30 million 

1. The project would cover Ondo, Ogun, Anambra, and Cross River 
States. The objective would aim to achieve a rapid and sustained growth 
of the rate of plant a tion establishment toge ther with the basic infrastructure 
to ensure the welfare of forest workers living in v illage enclaves within the 
forest areas. Specifically the project would: develop forest nurseries; 
establish 45,000 ha of Gmelina arborea plantations to as sure the wood supply 
of t~vo p~lp mills; establish large scale species trials in Anambra State; 
provide logistical support and training f or staff; assis t in the agricul
tural development of forest villages; provide additional agricultural 
services ; and supply tree s eedlings to private farmers outside the forest 
reserves . 

Current Status 

2 , A prepara tion r eport is being completed by FAO/IBRD Cooperative 
Program, and appraisal is scheduled for May 1978. 





NIGERIA 

THIRD COCOA DEVELOPMENT PROJECT 

Timing: FY80 

Project Description 

1. The project would extend the ongoing Cocoa II project in Ondo, Oyo 
and Ogun States. The project is not yet fully identified, however, apart 
from supporting a replanting program the project would have to be concerned 
with cocoa maintenance and related crop development, particularly in the 
light of significant increases in the cost of farm labor. 

Current Status 

2. The project will be identified by a Bank mission·in October/November 
1977, and will be prepared primarily by State Government agricultural staff. 





NIGERIA 

KADUNA STATE AGRICUL1DRAL D1~ELOPMENT PROJECT 

Timing : 
Estimated Total Project Co s t: 
Estimated Loan Amount: 

Project Description 

~~illion (approximately) 
~llion 

1. The project will expand the Funtua Project concepts and actions 
to the State as a whole. It will involve maJor sectoral and Government 
administrative issues, but could set the pattern for a significant change 
in agricultural development on a n ationwide basis, 

Current Status 

2. The project is currently being identified in detail, and will be 
prepared oy State officials assisted by consuftants, 





Proj ect Description 

NIGERIA 

AGRICULTURAL CREDIT PROJECT 

Timing: FY80 

1. The Bank w·as the Executive Agency for superv~s~ng a UNDP 
consultancy to establish the Nigerian Agricultural Bank (NAB ). NAB has been 
successfully established and has ~equested Bank assistance for loan funds . 
NAP currently lends about $300 million per annum, at least half of which is 
for annual crop purchase support programs guaranteed by State Governments . 
The balance is lent for medium- and long-term purposes to State Credit 
Corporat ions, Cooperatives, and large scale farmers and agricultural 
companies . It does n ot lend directly to small farmers, a policy which we 
support, but intends to encourage intern1ediate State or sub-State institutions 
that can lend direct to the small farmer. Jus t as Bank financed projects are 
dependent for support on non-project agencies, so too is NAB ; and the 
relative efficiency of the critical a gencies h~ve a major bearing on the sub
borrowers'~roductivity . 

Current Status 

2. The Region has agreed to mount an identification mission in 
December 1977 and on the basis of suc~essful identification will assist NAB 
in preparing a feas ibility study. The Mission will also identify t he sub
borrowers and the services required to ensure successful utilization of 
s ub-loans . 





NIGERIA 

Fifth Power Project 

Amount: 
Timing of Lending Program: 

US$50~100 million 
FY79 

Next Critical Steps: a) Definition by the Bank of pre-conditions 
required for resuming Bank financing 
of the power sector expansion and agree
ment with Nigerian authorities. 

~) Definition of project components within 
the proposed power distribution expansion 
..program. 

1. The National Electricity Power Authority (l'lliPA) has prepared, with 
the assistance of consultants, a 10-year power expansion program covering 
the period 1977-86 to serve the electricity demand which is expected to grow 
from 3,500 GWh in 1976 to about 20,000 GHh in ''1986. . 

2. The program consists of the installation of about 4,000 MW of 
generating capacity , the necessary transmission lines and substations to 
supply the main load centers of the country and an extensive expansion of the 
distribution system that is expected to supply electricity to the entire 
Nigerian territory. 800 M1v of this capacity would be generated by gas 
turbine plants under execution; about 1,100 l'flv of hydro electric capacity 
now under final engineering; 1,300 MW of hydro projects at pre-feasibility 
stage, and the balance to be met by undecided thermal generation expansion . 

3. The cost of the 10-year program is estimated·at about US$6,700 
million at today's prices distributed as follows: 

Generation 
Transmission 
Distribution 
Other 

Total 

US$ million 

3,451 
1,418 
1,526 

305 

6,700 

4. NEPA and the Government would probably be hindered in the execu-
tion of this impressive 10-year plan by a lack of qualified personnel, 
infrastructural bottlenecks, and, above all, by a possible lack of financial 
resources. On the other hand, substantial reductions in size and delays in 
execution of some of tlte large industrial projects considered in the demand 
forecast are highly probable, for similar reasons to those affecting the 
execution of the power expansion program; . in such a case, the program would 
have to be reduced accordingly. The distribution-component ~auld be only 
affected to a minor degree by these eventualities as the large industrial 
loads would be served directly by the high voltqge systems. 





NIGERIA 

Project Brief 

Urban Development Project 

The Urban Sector 

1. Nigeria has the largest urban sector in Africa, with some 24 million 
urban residents out of an estimated population of 76.7 million people. Urbani
zation in Nigeria has been a long historical process, beginning well before 
the colonial period, and is an indigenous rather than externally stimulated 
phenomenon. A well-developed network of market towns and new medium-sized 
cities exists throughout the country, with the capitals of several states 
approaching 1 million persons. The recent, rapid growth of the Federal 
capital at Lagos, estimated in 1976 at about 3.5 million persons, has been 
spurred by the expansion of administration, the importance of the Port of 
Lagos, and the post-war economic boom. Urban population growth is estimated 
at about 6.1% per year. Continued rural-urban migration in search of the many 
urban employment opportunities has created a substantial, unsatisfied demand 
for urban services, including housing, water supply, sanitation, and social 
services. Large numbers of employed persons in Nigerian cities are unable to 
acquire the urban services they can afford. It is estimated that about 7.6 mil
lion of the 24 million urban population could be considered as urban poor, as 
defined by the Urban Poverty Task Force. The Government response to this 
demand for services has been minimal over the past five years. The lack of 
institutional capacity at the Federal, State, and municipal level to organize 
and execute large-scale provision of services, particularly housing, has 
served as the major bottleneck in the sector. The Third Development Plan has 
identified the need for large-scale housing programs as a major priority for 
the sector and proposed the constructiODl of some 200,000 nits during the Plan 
period . Financing for these units is to be shared intly by the Federal and 
State governments. Achievement of these objectives is highly doubtful, given 
the absence of an institutional mechanism prepared o develop the technical 
aspects of such a prpgram, including standards, cos s, location, and nature of 

!
population to be A newly-created Ministry of Hous1ng, Urban Development, 
and Environmen (HUDE) s empowered to organize this effort, using the Federal 
Housing Authori as executing agency. These institutions, however, are 
untested and without substantial organization assistance, are unlikely to meet 
the ambitious objectives set by the Plan. 

The Proposed Urban Development Project 
rdl. 

2 . Given the above, the Government has requested Bank assistance to 
achieve the Plan objectives. A reconnaissance mission visited Lagos in 
June 1977 and discussed the general objectives of the proposed intervention. 
The Government expressed interest in the Bank approach to the urban sector, 
particularly the emphasis on the provision of low-cost shelter through sites 
and services and upgrading of squatter settlements. It was agreed that the 
HUDE would serve as the coordinating agency for the preparation of a project, 
which would be identified in September-October 1977 and prepared for appraisal 
in the first quarter of FY79. 
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3. The proposed project would assist the Government in the develop-
ment of an institutional mechanism to provide shelter to the urban popu
lation of cities in about 3 of Nigeria's 19 States. The project would be 
considered as a first phase in a longer term program to achieve Govern
ment's large-scale objectives. The first phase would seek to serve 
about 400,000 persons through the following project components: 

1: sites and services for low income groups (mainly between the 
lOth and 40th percentile of the income distribution for the 
respective cities) including on- and off- site infrastructure, 
sanitary core housing units, building materials for self-help 
extension and community facilities; 

2. upgrading of unserviced slum and squatter settlements, with 
emphasis on provision of security of tenure, improved infra
structure and community facilities, with minimum housing 
demolition; 

3. assistance to building materials industries relying on locally 
available raw materials within a minimum import component; 

4. training of staff at both Federal and local levels; 

5, technical assistance as needed for project preparation and 
implementation; and 

6. monitoring and evaluation of project performance. 

Special emphasis will be placed on the organization of project components 
in order to generate employment in project areas. Available mechanisms 
such as credit for small-scale business development and training programs 
will be included a s part of an effort to encourage labor-intensive tech
niques in infrastructure development and housing construction. 

Project Identifica:tion and Preparation 

4. An identification mission visited Nigeria October 10- 27, 1977 
and the mission's preliminary report is attached as Annex I. 



Urban Project Identification Mission 

Preliminary Summary Report 

1. The mission has assembled the following documents: 

(a) Aide-Memoire presenting the mission's 
conclusions to Government - Appendix I 

(b) A note on major policy issues deserving 
attention during discussions - Appendix II 

(c) A fact sheet on Metropolitan Lagos -
Appendix III 

Annex I 
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2. The mission was very well received in both Bauchi and Imo states, 
where excellent project possibilities have been identified. Terms of 
reference for project preparation have been agreed upon with State 
officials and, barring unforeseen delays, it is expected that Phase I 
of the N~rian States Urban Dev~~Progr~m can be appraised in 
September ~ject components are outlined in Appendix I, along 
with the policy objectives of assisting the Government to develop a 
national mechanism and program to assist the states in the achievement 
of their housing and urban development programs. 

3. The mission has not agreed with the Federal Government's pro
posals for Bank financing of either an urban renewal scheme in the 
Obalende neighborhood of Lagos or the Abesan new town scheme on 
the northwest corner of metropolitan Lagos. The first proposal 
was a typical clearance scheme for an area with substantial infra
structure and ho ing investment already in place. The second repre
sents an amb · 10 ffort to increase housing stock, but at unit costs 
starting at N27,ooa for high density housing, not including infra-
structure. town has no present links to existing infra-
structure networks or employment areas. FMHUDE officials have altered 
their position on housing and in the new town to include sites and 
services, but the scheme nevertheless remains only vaguely formulated, 
with no specific analysis of cost, institutional capacity, target 
population, or affordability for both the Government and households 
supposed to live in the new town. 

4. Given the above, and for reasons cited in Part E of Appendix I, 
the mission has not accepted proposals for Lagos in Phase I of the 
Nigerian States Urban Development Program. Further requests for 
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assistance by the Bank in facing the problems of Lagos should be 
expected. A project preparation study for a sites and services 
scheme has been included in Phase I and will hopefully lead to a 
project which could be appraised by March 1980, i . e. one year from 
anticipated Board presentation of the Phase I program. However, we 
doubt whether any earlier Bank project action is feasible or desir
able, given the present lack of decision-making and coordination 
concerning investment in Lagos. If pressed for immediate Bank 
assistance for Lagos, technical assistance might be provided to 
i nstitutions with direct jurisdiction over the development of 
Lagos, such as the Lagos State Ministry of Works and Planning, and 
the Master Plan Unit within that Ministry, in order to hasten the 
project identification process. We do not think, however, that 
Lagos-oriented technical assistance should be located within FMHUDE, 
which is poorly staffed, lacks experience, and appears to lack 
effective management. 
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"Nigerian States Urban Development Program 
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1. At the request of the Federal Ministry of Housing, Urban Develop
ment and Environment (FMHUDE), an urban project identification mission 
visited Nigeria from October 10- 27, 1977. The mission was asked by 
FAlliUDE to visit Bauchi and Imo States to consider proposals for the 
implementation of the States' Housing and Urban Development Programs 
within the Third National Development Plan for possible World Bank 
financing. The mission was also requested to consider for financing, 
two proposals within the metropolitan Lagos area: (1) the Obalende 
urban renewal scheme; and (2) the Abesan new town scheme. This note 
summarizes the findings of the mission as presented to the Permanent 
Secretary of FMHUDE, Mr. John E. K. Oyegun on October 24, 1977, includ
ing the components and preliminary estimated costs of the proposed 
program, its institutional and financial framework, and the timetable 
for program preparation. Depending on the outcome of the project 
preparation studies, the proposed program will be suitable for Bank 
financing. This note is subject to review and confirmation by the 
Bank's management. 

A. Program Objectives 

2. The primary objective of the Nigerian States Urban Development 
Program is to assist the States in their implementation of the National 
Housing Program (NHP), as defined by the Federal Military Government. 
The objective of Phase I of this program is to design a national 
mechanism for the financial and technical implementation of the NHP 
within Nigeria's long-term economic objectives. The proposed mechanism, 
as presented in paragraph 3 below, would be applied to two States 
selected by FMHUDE, but should be capable of assisting all the States 
of the Federation in meeting their own specific needs. 

3. The mechanism should respond to five policy objectives of the 
NHP: 

(a) finahcial ~eplicability; 

(b) substantial increase in housing supply for groups having 
greatest need; i.e., low income groups; 

(c) definition of affordable standards of construction of 
housing and infrastructure; 
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(d) recovery of investment costs to permit replicability; 

(e) control of effects of urban sector investment on the 
national and state economies. 

4. It is the primary objective of Phase I of this program to develop 
and improve understanding of the components of this mechanism in order 
to permit subsequent identification and financing of similar projects 
in other States. 

B. The Project 

5. The following preliminary list of project components and esti
mated costs is based on the mission's visits to Bauchi and Imo States, 
discussion with Federal, State and local officials, and a review of 
available documents. The mission's conclusions concerning investment 
proposals in metropolitan Lagos are presented in Part E. 

6. Components: 

Bauchi State 

Bauchi Town: 

(a) Upgrading of 245 hectares of the Makama squatter area 
through the provision of infrastructure including roads, 
water supply, storm water drainage, electric power, and 
sewerage. Upgrading would emphasize the preservation 
of existing housing stock through the flexible design 
of layouts. 

(b) Provision of 100 hectares of sites and services on land 
adjacent to the Makama upgrading site. Vacant land 
owned by the State would be served with the above-cited 
infrastructure. 

(c) Credit for housing improvements and construction in up
grading and sites and services areas. 

(d) Assistance to Local Government Authorities through equip
ment purchase, personnel training and management assist
ance in maintenance and environmental sanitation. 

(e) Employment generation through: 

(i) project design to make maximum use of locally 
available skills and materials; 

(ii) provision of training, credit, and support to 
increase capacity of local building materials 
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and construction industries to meet increased 
demand; 

(iii) provision of industrial sites for small-scale 
enterprises. 

(f) Consultant services and training to the Bauchi State 
Urban Development Board. 

(g) Provision of an integrated program of social services, 
including primary education, preventive health care, 
and nutrition education in project areas. 

Gombe Town: 

(a) Upgrading 75 hectares of the Bolari squatter neigh
borhood. 

(b) Credit for housing improvements and construction. 

(c) Low cost drainage works for major gulleys and erosion 
areas in the center of town. 

(d) Assistance to Local Government Authorities as cited 
above. 

Imo State 

Owerri: 

(a) Provision of 150 hectares of sites and services. 

(b) Credit for housing improvements and construction, 
including credit for households presently living 
in the 6 central Owerri "villages". 

(c) Employment programs. 

(d) Social services. 

(e) Provision of trunk infrastructure to sites and 
services areas . 

• 

(f) Consultant services and training to the Owerri Capital 
Development Authority and the Town-Planning Division 
of the State Ministry of Works and Housing. 

(g) Assistance to Local Government Authorities. 



Aba: 
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(a) Provision of 150 hectares of sites and services. 

(b) Credit for housing construction. 

(c) City investment and management study to assist the 
State and local governments to identify investment 
priorities from Aba. 

(d) Social services. 

Umuahia: 

(a) Provision of 50 hectares of sites and services. 

(b) Credit for housing construction. 

(c) Assistance to Local Government Authorities. 

Federal Level 

(a) Project preparation studies for 5-7 States for Phase II 
operations of the program. 

(b) Consultant services and training to F~ffiUDE to establish 
project identification and supervision unit. 

(c) Consultant services and training to the Federal 
Mortgage Bank (FMB) to strengthen its lending opera
tions to low-income households. 

7. Preliminary Cost Estimates: 

The following preliminary cost estimates, in October 1977 prices, 
are based on estimates and actual cost data presented to the mission 
while in Bauchi and Imo States. Per plot costs for infrastructure and 
housing are based on estimates of affordable shelter for households 
earning N60 and NllO per month in Bauchi and Imo States r~ctively, 
with, for indicative purposes, mortgages for 10 years at 6% "nterest, 
with an additional 10% down payment. It is assumed that ilies would 
spend 20% of monthly income on shelter. These estimates require 
detailed review during the project preparation study. Costs for drain
age works in Gombe similarly require detailed analysis of alternative 
low-cost drainage solution. 



8. Preliminary Project Costs 
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million 1977 prices 

I. Bauchi State 

II. 

a. 

b. 

Bauchi Town 

l. Upgrading (245 ha) .. 
2. Sites and Services (100 ha) 

3. Housing Credit . . 
4. Municipal Assistance &. Training 

.. 
• • 

5.0 

2.5 

5.0 

1.0 

5. Employment &. Industrial Sites 2.0 

6. TA to UDB &. Prep.Second Project 
(4 manyear) .4 

7. Social Services • • . . •• . . __!.:..Q. 

16.9 

Gombe 

l. Upgrading (75ha) . . . . .. 2.0 

2. Drainage . . .. .5 

3. Municipal Assistance &. Training •• .5 

4. Housing Credit • • •• . . • • 1.0 

4.0 

Total Bauchi State •• • • • • • • 20.9 

Imo State 

a. Owerri 

l. Sites and Services (150 ha) .. 7.0 
2. Housing Credit . . .. . . . . 6.2 
3. Employment &. Industrial Sites .. 3.0 
4. Social Services .. . . 1.5 
5. Trun~ Infrastructure . . .. . . 8.0 
6. TA to OCDA . . . . •• • • .4 

7. Municipal Assistance &. Training ...b.Q. 
27.1 

million 

3.0 

1.5 

3.0 

.6 

1.2 

.24 

.6 

10.14 

1.2 

.3 

.3 

2.4 

Nl2. 54 million 

4. 2 

3. 72 

1.8 

.9 

4.8 

.24 

.6 

16.26 



b. Aba 

1. Sites and Services (150 ha) 

2. Housing Credit 

3. City Invesbnent ~ Management Study 

4. Social Services 

c. Umuahia 

1. Sites and Services (50 ha) 

2. Housing Credit 

3. Municipal Assistance ~ Training 

Total Imo State 

III. Federal Level 

a. Project Preparation Studies 

b. TA to FMHUDE 

c. TA to FMB 

Totals I. Bauchi State 

II. Imo State 

III. Federal Level 

1977 prices 
II " Physical Contingencies 15% 

Compounded 10% per year Price Contingencies 
1979-80, 1980-81, 1981-82 

$ 
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N 
(million) 

7.0 

6.2 

.4 

....!d 
15.1 

2.0 

2.0 

4.5 

46.7 

5.0 

.3 

1.0 

6.3 

20.9 

46.7 

...id 
73.9 

11.1 

39.4 

$124.4 

4.2 

3. 72 

• 24 

.9 

9.06 

1.2 

1.2 

.3 

2.7 

28.02 

3.0 

.18 

.60 

3.78 

12.54 

28.02 

3.78 

44.34 

6.65 

23.7 

N74.69 
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C. Institution and Financial Framework 

9. As noted above, the primary objective of Phase I of this program 
is to develop an institutional and financial mechanism capable of 
assisting all Nigerian States to meet their objectives in housing and 
urban development. The following framework for implementation and 
financial flows were proposed to meet that objective. 

Figure I: Program Function 

Federal Level FMHUDE Program supervision and coordination 

FMB - Financial Allocation. Cost Recovery. 

State Levels State Ministry of Works and Housing -

State Policy Formulation 

Supervision 

Coordination 

Urban Development Board or Town Planning Division -

Project Design 

Appraisal 

Execution 

Supervision 

Local Levels Local Government Authority - Maintenance 

Figure III: Financial Plans 

Allocable Costs Non-Allocable Costs 

FMHUDE FMF - grants 

FMB 

Infrastructure Households 
Charges 
Mortgage State Executing Agency Credit for 
Payments home con-
and Credit for struction State Government 
home construc-
tion State MB 
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10. The mission emphasized to the Permanent Secretary of FMHUDE the 
economic importance of a national mechanism for financing housing and 
urban development. The large scale of investments in the urban 
sector, and its consequences for inflation, employment, savings, and 
income distribution, require that the program is reviewed in detail 
by other ministries. Several issues require special attention during 
the project preparation process: 

(a) interest rate for mortgages for housing and infrastructure; 

(b) the need to generate State and local revenues to finance 
urban development; 

(c) the need to reduce Federal subsidies to a sector which 
should seek to be self-financing through vigorous cost 
recovery; and 

(d) the need to identify bottlenecks in supply to the local 
building materials and construction industries. 

D. Next Steps in Project Preparation 

11. The mission met with representatives of Bauchi and Imo States to 
prepare detailed terms of reference for project preparation studies. 

-The terms of reference were agreed upon in Lagos on October 25, 1977. 
The State representatives agreed that, after appropriate discussion 
and clearance with State authorities, they would proceed during the 
month of November 1977 to contact consultant firms in order to solicit 
consultant proposals for undertaking the studies as specified in the 
respective terms of reference. The State agencies would seek to 
recruit consultants to begin work in Bauchi and Imo States respectively, 
by end of January 1978. Upon notification of the arrival of consultants 
in the towns, the Bank would send a project preparation mission to 
assist the State agencies in the orientation of consultants recruited 
to prepare a project to be considered for Bank financing. It was earlier 
agreed in the States that the cost of project preparation would be 
financed by the States. 

12. As part of project preparation, the Managing Director of the FMB 
will prepare an agreed upon detailed set of data to be sent to the 
World Bank by January 1978, in order to assist subsequent missions in 
their evaluation of the role of the FMB in the program. 

13. Suggested Timetable 

The following timetable for project preparation was agreed: 



November 1977 
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- States will send terms of reference to 
short list of consultants; 

November 15, 1977 - Bank will confirm by cable to FAlliUDE 
and States the contents of Appendix I-

December 1977 - Evaluation of consultant proposals by 

January 1978 

April 1978 

July 1978 

September 1978 

March 1979 

June 1979 

States; 

Signature of contracts; 

- Consultants in States; 

- Interim Report; 

- Draft Final Report; 

- Appraisal of Projects in Bauchi and 
Imo States; 

-Negotiations (Tentative); 

- Presentation to Board of Executive 
Directors of the World Bank (Tentative). 

E. Urban Development in Lagos 

14. On the basis of available information, the mission concludes 
that Lagos be not included in Phase I of the program, but be considered 
part of Phase II operations. This conclusion does not attempt in any 
way to minimize the magnitude and urgency of the multiple problems of 
Lagos in housing, transportation, water supply and sanitation. It does, 
however, reflect consideration of the following elements: 

(a) the timing of Master Plan preparation by the Master Plan 
Unit of the Lagos State Ministry of Works; 

(b) the absence of decisions concerning major investments in 
transport, such as the mono rail and road construction, 
and water supply, both needed to link the Abesan new town 
scheme to other parts of metropolitan Lagos; 

(c) the past history of development of Lagos, where ad hoc 
investments foreclosed major options for integrated 
expansion; and 
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(d) the likely delays to be created by including an investment 
program for Lagos with the programs for Bauchi and Imo 
States, as the latter programs are sufficiently developed 
to permit appraisal by September 1978, whereas the Lagos 
projects are not as prepared. 

15. The above elements appear to justify including a project prepara
tion study for sites and services in Lagos in Phase I of the program, 
with the project itself to be considered for financing in Phase II, 
starting in 1980. 

16 . The Obalende renewal scheme does not appear justified for Bank 
financing in view of the existing infrastructure networks in the area, 
the long-time residency of the area by the present inhabitants, and 
the many problems created by social disruption at a time when exist
ing housing stock should be retained rather than destroyed. 

17. It was agreed with the Permanent Secretary of FMHUDE, however, 
that the Ministry would propose other means for the Bank to assist 
the Government in facing the problems of Lagos. These would be 
sympathetically considered when presented. 



Major Policy Issues .in the Urban Sector 
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There are two categories of policy issues affecting Bank inter
vention in the urban sector in Nigeria: 

(a) The first category includes immediate project-related issues, 
as presented in paragraph 3 of the Aide-Memoire. These include the 
standard questions of: 

(i) financial replicability; 

(ii) increasing housing supply for low-income groups; 

(iii) affordable standards and costs for housing and 
infrastructure; 

(iv) recovery of investment costs to permit replicability; 
and 

(v) control of effects of urban sector investment on the 
national and state economies. 

These issues have been discussed at both state and Federal levels and 
reasonable understandings have been reached. 

(b) The second category relates to broader national economic 
policy issues affecting many sectors, including the urban sector, which 
should be discussed with the Federal Commissioner of Economic Develop
ment and Finance: 

(i) as noted in the Economic Report, interest rates are very 
low, thereby fueling existing inflationary pressures. The Federal 
Mortgage Bank (FMB) currently lends for home mortgages at 3% for 
25 years. This will have to be considerably increased, if the Bank 
is to use the FMB as a major financial intermediary in the urban 
project. 

(ii) Iarge Federal subsidies for urban infrastructure are 
assumed in the Third National Development Plan for 1975-80. This 
policy has been reiterated by the Head of State. It is now apparent, 
however, and acknowledged by middle-level officials in the Federal 
Ministries of Finance and Economic Development that such subsidies 
to the states will have to be severely reduced. An initial cut of 
some 20% has already occurred, forcing the states to re-examine their 
own programs as defined by the National Development Plan. Continued 
Federal subsidies for urban infrastructure should be reduced as soon 
as possible, and replaced by effective state-wide cost recovery mecha• 
nisms. 
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(iii) the above situation emphasizes the need for effective 
systems of state and local-generated revenue. Up to 90% of state and 
local revenue presently come from the Federal Government. There are 
different state attitudes towards this problem, with Bauchi and most 
northern states expecting continuing Federal subsidies for investments 
in many sectors, while Imo state recovers the full cost, plus some 
profit, on infrastructure in residential areas through "planning 
rates". While distribution of substantial Federal oil revenues to 
the states is likely to continue, the Federal Military Government 
should strongly enGourage the states to establish state and local 
systems, both to mobilize real resources within each state and to 
compensate for the expected reduction in Federal grants to such 
states. The need to increasing tax effort to reduce inflation also 
applies to the Federal level, where presently only 11% of non-oil 
GDP accrues as government revenue. 

(iv) a fourth general policy issue is the potential infla
tionary impact of external borrowing for projects with large pro
portions of local costs. Projects relying on locally-produced 
materials, which are in short supply, and with substantial demand 
for labor inputs in short supply, have fueled domestic inflation. 
The infusion of external funds can create a large unfulfilled demand 
for labor and materials in the construction sector, thereby sharply 
raising costs. Increased wages in construction have drawn labor 
from the rural sector, where manpower shortages have reduced agri
cultural production in absolute terms. Consequently, domestic food 
prices have tripled since 1973, whereas prices of imported food only 
doubled over the ~eriod. Consequently, the proposed Nigerian States 
Urban Development Program is being designed to a) stimulate the pro• 
duction of local building materials, b) remove constraints to labor 
supply through training and improved contracting procedures, and 
c) mobilize local labor and savings available to the construction 
sector. 



Fact Sheet on Metr~politan Lagos 

Population 

1976 - Estimated 3.5 million 

Rate of Growth 1953-76 - 10.6% per annum 

Estimated Rate since 1976 - 6.5% per annum 

Yearly Increment in Population more than 250~00 

Proportion of Growth from Migration - more than 70% 

Disproportionate Population in 20-29 Age Group 

Life Expectancy Higher than National Average 

Balanced Sex Structure 

Proportion of National Population - about 4% 

Proportion of National Urban Population - about 20% 

Economy of Lagos 
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Lagos has: 80% of National non-oil cargoes .go through Lagos Port. 

35% of trade turnover in the country. 

43% of modern-sector commercial employment. 

47% of large-scale manufacturing employment. 

73% of large-scale manufacturing investment. 

Land Pressure in Lagos 

Average density in Metropolitan Lagos -450/ha. 

Density in Central Lagos - 2800/ha. 

Value of developable l 'and - N86,000/ha. 

.. 



Investment in Lagos 

Estimated 20-25% of national private investment. 

Third National Plan, N2.3 billion - 11.5% 

of national total public investment. 

Planned investment in Lagos Roads - N602 million 

Planned investment in Lagos Port . Hl24 million 

Planned investment in Lagos airport - H210 million 

Non-Plan proposed extra-plan 

investments for water supply 

by 1980 - N600 million 

Monorail - more than - ~1 billion 

New town developments - more than - !U .8 billion 

Public Finance 

Local Government, Lagos Mainland - about N6 per capita 

Local Government, Lagos Island- about N28 per capita 

Appendix III 
page 2 of 2 

Local Government revenue more than 63% grants from State 

State Governmeqt revenue more than 64% grants from Federal 

No flexibility for state and local governments to increase 

tax base or tax level. 

Administrative System 

Lagos State has planning responsibility. 

Federal Government has declared Lagos a special area -- many 

direct programs in Lagos not fully coordinated with Lagos State. 

Urban Services 

Average traffic speed less than 5KM/hr in Lagos Island. 

Less than 50% of population served by piped water. 

83% of population housed in "rooming houses". Average density 

more than 600(ha. 

Source: Lagos State Master Plan Unit: Bulletin• and Interviews. 



NIGERIA 

Lagos-Ibadan Expressway 

1. Initially the Bank and the Government were in accord in planning the 
development of the expressway in stages to meet the demands of increasing traffic. 
But in 1970, whilst field studies were being planned to determine priorities the 
Government decided that a four-lane divided highway should be constructed·and there
after this became an issue of contention between the Government and the Bank. 

2. The field studies showed that construction costs would be higher than 
initially expected. Even vlith optimistic · assumptions on the rate 9f grov1th of 
traffic it was apparent that immediate construction of a four-lane facility on the 
northern section, Shagamu to Odo-Ona could not be economically justified (Annual 
rate of return less than 10 per cent and with traffic flows pr edicted well within 
the capacity of a two-lane road). 

3. The. B.ank therefore proposed cons true tion to f , · f lane standard on the 
southern length (Lagos-Shagoma) and on the approaches to Ibau an (Odo-Ona to Poda) 
with two lanes between Shagama and Odo-Ona (38 mi.); and a review of traffic flows 
as soon as the road was opened to establish when it would be appropriate to provide 
four lanes over the whole length (68 mi.). This was unacceptable to Government. 
The Bank on the evidence available could not be associated with construction to 
four-lane standard throughout and therefore offered to assist in financing the 
southern section only, leaving Government to finance the remainder from their own 
resources (letter from Mr. Kn app of March 6, 1973). In October 1973 Government 
indicated that this compromisl wa s unacceptable, and they proceeded with construe~ 
tion by contract at a price cc,· i derably in excess of the estimates on which the 
Bank's economic assessment h · 2en based. At this time and later they were pro
moting the building of other i ~, d s by design-construct contracts without economic 
studies to determine priorities and the most economical construction plan. 

4. It is possible that the expansion of Nigeria's oil production has 
produced increases in traffic which could not have been predicted at the time 
the expressway was being planned. The Bank's proposals for staged construction 
were clearly the wisest in th~ then kno'vn circumstances. And taking into account 
the overall objective to minimize total transport costs, it is likely that they 
still remain the best. 

5. Key data available to the Bank on the expressway are given on 
the attached sheet. 



LAGOS-ITIADAN EXPRESS\vAY 
'· 

I. TRAFFIC FLOW PREDICTIONS BASED on Measured Flows in 1970 with 10% Growth Rates 

r 
' " . ·; .. 

Lagos-Shagama junction 
Shagama junction - Odo Remo 

· Odo Remo - Odo Ona 
Odo Ona - Podo 

1976 

6;166 
4,300 
3,400 
Slightly 

VEHICLES 
1980 

s:9oo 
6,300 
5,000 
less than 

PER DAY 
1983 1985 

11,900 14,400 
8,-400 10,000 
6,600 8,000 
on Lagos-Shagana 

:rr. COSTS - ··- "' 

A. Consultants revised estimates at appraisal (Dec. 1972) 

Lagos-Shagami junction 
Shagami juhction: Odo Ona 
Odo Ona-Ibadan 
Link roads 

27 mi. 
38 mi. 

3 mi. 
11 mi. 

4 lanes 
2 lanes 
4 lanes 
2 lanes 

Add for 3rd and 4th ~ane: Shagami-Odo Ona 

(Excludes contingencies and consultants fees) 

B. ·contractors tend er (July 1973) 

TOTAL 

US$ HILLION EQUIVALENT 
~-1 = US$1. 50 

24.30 
16.70 

4.86 
4.30 

50.16 
10.64 
60.80 

Lowest tender for complete works excluding contingencies 136.8 

(Note: A lower price was subsequently 
negotiated by reducing construction 
standards.) 

-------·--.. - - - -- -- - --· ·- --·-- -- -. 
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NIGERIA 

Kaduna Water Supply Project 

Amount: US$25 million 
Timing of Lending Program: Reserve. Possible candidate for FY79 
Next Critical Steps: a) Completion of technical studies 

b) Appointment of chief technical officer 

1. During 1974, the Federal Government of Nigeria requested the Bank 
to assist in the financing of a water supply expansion project in Kaduna 
State (formerly North Central State). The main item included in the pro
posed project is the extension of the water supply service for Kaduna City, 
the State capital, which has the highest priority. The original project 
included: (a) water intake upstream of the city; (b) treatment works for 
about 17 MGD; and (c) transmission lines. A statewide water supply sector 
study would be executed in conjunction with the proposed project. 

2. The project was first appraised in 1975. However, a succession of 
changes in the management of the Kaduna State Water Board (KSWB) has taken 
place since 1975, which has resulted in the adoption of different positions 
with regard to the project. The original decision to concentrate on the 
intake and treatment plant in the North, upstream of the city as recommended 
by the consultants (and supported by the management), was based on the fact 
that in this way the water would be diverted before the river receives the 
highly polluted water from the city drainage. KSWB now argues that the con
tinuing of the operation and exp~sion of the existing plant located down
stream of the city may also have economic and reliability advantages. 

3. In the interim, the KSWB has undertaken a crash program for a 
smaller (10 MGD) capacity intake and treatment plant on the northern site 
which is expected to be operational in 1978, satisfying Kaduna City's water 
demand up to 1980. After long delays, . the contracts have been signed with 
the consultant for the engineering of the "Emergency Extension" and for the 
proppsed Bank project. 

4. In view of the above, it was agreed during a Bank mission in 1976 
that the consultants will prepare a revised comparison of the alternative 
solutions for the next stage, considering the economic and reliability aspects 
for the intake and treatment plant. The consultants' report is expected to 
be completed and presented to the KSWB and the Bank in November. If an agree
ment on the recommended project is reached among the consultants, KSWB and the 
Bank by January 1978, appraisal of the project could take place in March/April 
1978. 





The Project 

NIGERIA 

FERTILIZER PROJECT 

Amount: 
Timing: 

$100 million 
FY80s 

1. The project, to be implemented by the Federal Ministry of 
Industry, is understood to consist of the construction of plant units 
for the production of 1,500 tons per day (TPD) ammonia, 1,500 TPD urea 
and 1,200 TPD compound fertilizers based on imported phosphoric acid 
with the possible addition of a unit for the production of 690 TPD 
calcium ammonium nitrate (CAN). The project would be constructed at 
Port Harcourt, some 50 km from the coast and about 3 km from the existing 
Nigerian National Petroleum Corporation (NNPC) refinery. It would obtain 
its natural gas feedstock from a natural gas gathering and supply system 
currently being planned by the NNPC, and would require the construction of 
considerable supporting infrastructure in the area, which would be provided 
separately by the Government, The project, which by very preliminary 
estimates is expected to cost around $500 million including $350 million 
foreign exchange, is primarily intended to meet future domestic fertilizer 
consumption which is expected by the Government to grow rapidly from the 
present modest level. Surplus output in the early years of operation 
would be exported. The project sponsors propose to form a joint venture 
with a foreign company to construct and operate the project with the foreign 
partner to provide technical and. marketing expertise in addition to between 
30% and 40% of the equity capital. 

Current Status 

2. In 1975 the Ministry of Industry commissioned two UK consulting 
firms, The Scientific Design Company Ltd, and The British Sulphur Corporation 
Ltd., to undertake technical and marketing studies, respectively, on the 
establishment of a fertilizer project in Nigeria . Following the publication 
of the consultants' report in December 1975, the Ministry has retained The 
Scien~ific Design Company to act as its technical advisor in the further 
planning of the project. The Ministry has also had discussions with a 
number of prospective foreign joint venture partners and has now short-listed 
two companies, Mitsui & Company of Japan and U.K.F. Ltd. of Holland, for 
negotiations which are expected to start with U.K.F. in October. The 
Ministry hopes to complete a joint venture agreement with its selected partner 
by the end of March 1978, and immediately afterward to issue specifications 
for tender for the project with the objective of achieving start- up in 1981. 
Consistent with the schedule, the Ministry is understood to have instructed 
its technical advisors to make an early start on prequalification of bidders 
and preparation of tender documents. 
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Next Steps 

3. The Director of the Fertilizer Department of the Ministry of 
Industry (Dr. Oyekan) met wi th the Bank staff in Washington on September 30 
for preliminary discussions on the project and on the Bank's possible 
participation. At that meeting the Director stressed that it was 
essential that a Bank evalua tion of the project preceding possible Bank 
financing should not delay the project schedule. Accordingly, as a follow
up to the meeting and at the Director' s request, the staff sent a letter 
(attached) to the Government listing some of the issues which would have 
to be overcome to enable the Bank's evaluation to be completed within the 
time frame envisaged. The most important of these were: development of a 
~inancing plan and identification of potential lenders; preparation of a 
consolidated project report giving background and basis of the project plan 
and conclusions on the project's technical, economic and market viability ; 
completion of plans for provision of supporting infrastructure and supply 
of gas; completion of detailed plant site surveys and development of accurate 
project capital estimates . The indications are that a staff project identi
fication mission, at an early date, would be welcomed, and such a mission is 
provisionally planned for early 1978 • 

.. 

Attachment 



Dr. Oyebm 
Director, Fertilizer Depnrt~cnt 
F.odernl ~·!ini:Jtry of Induutry 
Government of Nigeria 
Ln r,oa 
lUGSRIA 

Dear Dr. Oyekau : 

October 7, 1977 

.· 

Port narcourt Fertilizer Prqject 

It ~·!1l !l a pleasure to meet you on September 30, during your visit 
to H<whinr:t o_n , and to hear about. your plo.ns for construction of n fertilizer 
project nt Port liarcourt. Wn understand that the curren t plan is for 
construction of a pl<'!.nt to produce 1. 500 TP D nt'll:Jonin, 1, 500 TPD urea and 
1,200 TPD co~pound fertilizer~ h~~cd ou i~portcd phocpltoric ac id with tha 
poss ible additional inclusion of 690 TPD calcium ammonium nitrate. The 
project \-!Ot.lld obtain its gns supplies fror.1 n nntior.al gns r,nthcrin?, ond supply 
cyst em currently bcinr, planaed by the !Hgcri~n liation:ll Petroleum Corporation, 
but ns this l-:ns unlikely to ~be cor:1p leted by the tir.1e the proj cct crme on 
stream, t eGporary gas supply facilities would be nrranged to serve tl1e plant during 
its initial operating period. We further understand that considerable infr~struc
ture fncili'ti 0.s ,.-ould lw.vc to be conctructeJ in the Port l!D.rcourt area to r.upport 
the project but th~t these facilities ucre outside the project scope and would 
be provided by the Covcrnn~nt . Additicnally t you l.nfor.:-.2d us that you have . 
nppoin~ ~d the ·scientific Dasi ~n Co~pRny Ltd. of London ·nc your connultonts and 
that you intend to join uith a fnrcip1 pnrtn t' l= in a joint venture to conntruct 
and opc:rnte the plnnt ~.'ith the forcdt;n pnrtncr bcin r; expected to contribute 
technical nnd narkctinr, expcrtbc as Hell n:J 30 to 40Z of the equity of the 
venture . 1,1e undcrstnnd th nt you e~:..,e ct to co;-;;;~;encc nc ~otiations soon t.'ith a 
prospective partner an<.l tbc.t you. plnn to conclutlc. a joiat venture Of,rec•nJcnt by 
the end of Harch 197:j, at ,,·l!ich tine you \:oultl e~:pcct to issue invitntions to bid 
for the project 2nd nhout six to nine nonths thcr!;after to m.mrd a contrnct so 
that the plnnt could co.1c on ~trcnm in 1931. . l\ct"\r the end of our r::cct5.n~, you 
requested thnt ''c provide you uitlt nn ''nicc-mcnoirc" coverin!', the v~rious points 
l1C diocussed rclev:J.nt to fncilitatinp, the pon sib la future pnrticip:1tion of tl10 
llnnk in your project. He hnve endeavored to do this in tho following pnr.:l.[;rnphn: 

-· 
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1. We understand that you have not yet decided whether to 
adopt n reimburc~ble or lump sum type contractual arrnnp,emen t 
for implementation of the project but th.:1t your consultants 
intend to proceed very soon with prequalificat ion of 
potential biddero. We confirm our advice that the Bank has 
traditionally favored reimbur sable type contracts with a 
fixed fee for services but that it did not exclude lump sum 
type contracts . Should you elect to follm.;r the "lump sum" 
opt ion, however, the Bank's procurement guidelines would have 
to be rl;jidly followed if the Bnnk ~·Jere to p-nrticipate in 
fin ancing the contract, nnd this \-10uld initi~lly involve 
placement of an adver tisement io internation.:1l publications of 
'Y.lde circulation, preparatory t o prequalifying potential 
bidders. The Scientific Design Company should be familia r :7ith 
the Bank's procedures and requir ements in this respect, and 
we are enclosing a copy of the Dank ' s procurement guidelines 
for your further inforn2.tion. He \-7ould, of cour;;e, have no 
object ion .to your consultants seeking information from selected 
firms at t his star;e as r.1ay be needed to assis t iR the planning 
of the project and the preparation of cost estimates . 

2. He would confim that there would be no prospect of the 
Bank contributing the entire foreir,n exclwn~e loan funds 
which could <:Jrnount to around $300-350 mlllion for the 
projec t you ore contemplating , and conscqu~ntly, additional 
financing sources would have to be mobiliz~d . We should also 
ment ion that ~he Bank finds tha t d debt/equity r atio of about 
60:40 is more appropriate in a project of this nature t han the 
70:30 you are con siderin~ . The exact r atio , of course, depends 
on the terrJs of the debt, so1.1e of vhich may be subordinated, and 
on the pricing allo,.•ed for products by the Government . He vmuld 
emphas ize that in our experience the mobilization of fin2.nciriG 
can be a t~me consumin g effort and would : suggest therefor~ that 
to avo id slipp.:1~e in your project schedule. you treat the 
identification of such financing sources and the preparation 
of a financin e plan as a matter of ur r.2.ncy , so that nll participants 
may be involved in the project and their requircme:&ts ascertained 
at the earlies t possible stage . 

3. It vould be feasible for the Bank to evaluate t he project and 
complete its consideration of a poss ible loan in t he period of 
approximately nine months '"hich you h:1vc allo~,·cd bet\,,~en issuance 
~f bicJ djng invitations and n subsequent award of contract. 
110\vever , this would be very much dcpenclen t upon the Dank being 
provided at the commencement of its evaluat ion with adequate 

•· 
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documentation in support of and giving the background to the 
vnriouo decisions taken on tl1e project definition and scope, 
tl1e marketing and distribution nrranzements, and the conclusions 
reached on the project's economic and financial viability. 
It would seem to us that the period up until the point when 
you Hish to r.1ake nn effective start on the project (by issuance 
of bidding invitations) affords an excellent opportunity of 
consolidnting your project plans into a comprehensive project 
report which will be v2lunble in expediting subsequent evaluation 
of the project by the B~nk and other potential lenders. Accord
ipgly, we woulJ recor.1mend that you instruct ~our consultants to 
prepare such a report summarizing their studies on the project's 
feasib ility. Sir.1ilarly, v-7e uoufd recommend you arrnnge Hith 
your_foreign pnrtner to provid~ you Hith a copy of their 
feaoibility study uhich He \vould expect they 'vould prepare ns 
a matter of course to support their own investment in the project. 
l~e ·would anticipate that providing the project had been adequately 
studied and planned, these two reports ' together with other 
readily available data may be sufficient to permit the Ilank' s .. 
evaluation to be carried out expeditiously. · 

4. It has been our experience in the past that in many cases, 
delays in the evaluation of projects and indeed delays in 
the projects themselves have been the result of inatlcqunte 
pro.1 oct studies and planning being undertaken beforehand. He 
'\vould like to emphssize therefore the value of havinl?. your 
conauJtants tmdcrtakc the work SURgested above and additionalJ.y 
make mention of sor.1e other areas which could conceiva1ly cause 
delays. Firstly, in the case of oupporting infrastructure 
necccsary for the project, ,,Te 'vould strongly recor.uncnd that you 
ensure that adequate studies are in progress and will be 

.completed in a timely.'fashion to permit plans to be formulated 
by the time it is necessary to mnkc · a decision to proceed ~vit.h 
the fertili ze r project for provision of all infrnstructure 
requirements . We would cnvisn~e a delay in the Hank completing 
its evaluation of the project if at the time of evaluation 
clear plans for providing the necessary infrastructure to 
support the project Here not avaiL~ble. The same remarks 
would apply to the plans for supplying gaseous feedstocks to 
the project. Secondly, we would like to drm·l your attention 
to the need to compile accurate capital estimates for the project 
to provide the necessary credibility to the financing requirements 
for the project and the estimated finnncial returns . Thirdly, it 
is important that n thorou r,h site survey be pcrforned in lH.lvunce 
o f final project cvaluntion to dcterr.1inc the suitability of the 
site for construction of such a project and to proviJe the huois 
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for estimating civil works costs. 

He very much regret that due to circumstnnccs beyond our control, 
we '.rere unable to proceed uith our proposed visit in August, when He may have 
been able to identify other potential bottlenecks and so help to avoid any 
delays in your desired project schedule . However, we hope the above 
observations are h!.llpful to you and hope to be nble to visit you as soon as 
possible to take a closer look nt your project. In the meantime, please do 
not hesltnte to ask our assistance on any other points we have not been able 
to cover in this letter. 

·. 

Cleared with and cc: Mr. Taylor-Lewis 

Yours 

Anthony R. Perrnm 
Ch{ef, Division II 
Industrial Projects Department 

., 

cc: Hessrs. Fuchs/DeHey, Kohli, Bottelier. Reitter, Donald King, Sen£, Segura, 
Bourcier o/r 

GEvans/ .ARPerram: rr.mm 

•. 
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NIGERIA 

Project Brie~ 

Industrial Development and Finance 

1. The Bank Group has made two DFC loans to Nigeria with the 
Nigerian Industrial Development Bank (NIDB) as financial intermediary 
($6 million in FY69 and $10 million in FY71). IFC also had a 25% equity 
holding in NIDB which was sold in 1976. Since 1973, there has been little 
contact with Nigerian financial institutions and our knowledge of the 
industrial sector is scant. A priori, we are aware of projected financing 
gaps particul arly to carry out planned public investment in the industrial 
sector. NIDB has become the Government's key intermediary for such public 
investments. Our past experience with NIDB has shown it to be a reliable 
institution with good quality staff that follow sound investment policies. 
It is likely that our renewed involvement in Nigeria would revive Bank 
contacts with NIDB. A possible project was discussed with NIDB's General 
Manager during the Annual Meetings. 

2, A project identification mission is to visit Nigeria the first 
part of November to assess the potential for an IDF project. The mission 
would estimate the magnitude of financing gaps in the industrial sector, 
determine priority areas for investment, review sectoral developments, and 
have preliminary discussions on key sectoral, policy, and institutional 
issues (e.g. interest rates, domestic resource mobilization). Based on the 
results of that mission, preparation of an IDF project for FY79 using NIDB 
a s intermediary will be determined. The Regional lending program includes 
a tentative provision of US$50 ~llion for this project. During ~he course 
of preparing and appraising the NIDB project, an IDF project using other 
intermediaries to reach other target groups (e.g. private sector and SSE 
through the Nigerian Bank for Commerce and Industry) is expected to be 
prepared for FY80, 





WORLD BANK I INTERNATIONAL FINANCE CORPORATION 

OFFICE MEfVIORANDUM 
TO: Memorandum for Record DATE: October 10, 1977 

FROM: 

SUBJECT: 

Peter Reitter, Chief of Mission 

NIGERIA: Meeting of Mr. HcNamara with Nigerian Delegation 
to Annual Meeting on September 27, 1977 

Nigerian Delegation: 

Bank: 

Major General James Oluleye 

Mr. Husa Bello 

Mr. Gilbert Chikelu 

Messrs. Knapp 
Chaufournier 
Cue 
Burmester 
Reitter 

Federal Commissioner for Finance 

Pe~anent Secretary, 
Federal Hinistry of Finance 

Permanent Secretary, 
Federal Ministry of Economic 
Development 

1. The delegation was first briefly received by Hr . Knapp who 
expressed the Bank's appreciation to the delegation for Nigeria's 
significant financial contributions to international development institutions, 
including the African Development Bank and the Horld Bank. Subscriptions to 
bond issues over the past three years, including two-year bond issues, had 
exceeded Bank lending to Nigeria over the period. 

2. In welcoming the Nigerian delegation, Mr. McNamara stressed the 
importance \vhich the Bank attached to· close relations with Nigeria. 
Ge~eral Oluleye responded by expressing the gratitude of the Nigerian 
Government for the role the Bank had assumed in fostering economic development 
in th·.; world under Hr. HcNamara' s leadership, and congratulated him on his 
opening address to the Annual Heeting . 

3. Turning to Nigeria, the Commissioner thanked Mr. McNamara for the 
assistance the Bank had rendered to his country. Regarding Nigeria's current 
economic situation and prospects, the Government was in full agreement with 
the Bank's assessment and policy recommendations contained in a recent economic 
report \vhich had been discussed in separate meetings with Bank staff, and 
action had in fact already been initiated in a number of areas along the 
lines recommended by the Bank. 

4. Nigeria, the Commissioner stressed, in spite of its oil resources, 
was currently facing difficulties with the execution of its development plan 
on account of changed economic conditions characterized by a rapidly 
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widening resource gap and serious domestic price inflation. Given the 
magnitude of the country's development problems and the relatively low 
per capita income of US$290 (the Bank's figure is around $350), the 
development plan could not be considered ambitious. Substantial invest
ments in infrastructure, agriculture and industry were essential to assure 
sustained growth of the economy. 

5. Nevertheless, the Government was conscious of the fact that 
public sector expenditures had to be contained, and drastic cuts in this 
year's capital budget had therefore been applied. Expenditure control 
was an essential part of future Government policy, and to that effect, it 
had been decided to freeze recurrent expenditures for the next two years 
at the current level. At the same time, every effort was being made to 
generate higher resources from non-oil sources. Subsidies for public 
services such as electricity, railways, air transport, etc. would be 
phased out or eliminated and tariffs would be cost related. In order to 
cope more effectively with the tasks ahead, the Federal Ministry of 
Finance had been reorganized. In this connection the Commissioner referred 
to the present inadequate budgeting procedures and budget controls which 
would be greatly improved by the introduction of a project performance 
budget with effect of next year. 

6. In combating domestic price inflation, the Government had been 
successful in reducing the rate from 43 percent in 1975 to about 20 percent 
in 1976. It was the intention to lower inflation to 15 percent in 1977 and 
to 10 percent in subsequent years. 

7. In summarizing his remarks, General Oluleye expressed the 
hope that the Bank appreciated Nigeria's efforts in the areas he had 
outlined, and that the Government therefore could count on substantial 
assistance from the Bank. While the scope of many projects was being 
scaled down, Nigeria needed to borrow large amounts of funds abroad to 
enable it to carry out· its program, and he expected the Bank to contribute 
US$~00 million per annum over the next years. The Government was in broad 
agreement with the projects and priority sectors selected by the Bank, and 
placed particular importance on the provision of technical assistance and 
training in connection with the Bank's lending activities. Nigeria needed 
Bank expertise most in project identification and in the management and 
execution of projects. 

8. The Commissioner concluded by stressing that the present 
Military Government in its efforts to keep the economy on a sound basis was 
in fact planning for the return of the country to civilian rule by late 
1979. It was therefore determined to carry out its program meticulously 
and to follow policies which would assure a strong and viable economy at 
the time of 'hand-over'. General OluleY.e thanked Mr. McNamara again and 
reiterated his Government's invitation (extended by his predecessor at 
last year's Annual Meeting) to visit Nigeria in the near future . 
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9. Mr, McNamara in acknowledging the Commissioner's remarks, said 
he was pleased to accept the invitation and would be available to come 
to Nigeria in early November. He emphasized that the Bank was anxious to 
help in every way it could. He regretted that the time was too short to 
discuss the issues and policy measures the Commissioner had outlined but 
intended to pursue these matters with the Government during his forth
coming visit. The Bank stood ready to extend economic advice and in fact 
hoped to maintain a close and fruitful dialogue with Nigeria in this 
area. The Bank ~vas furthermore prepared to assist in the financing of 
projects in priority fields and to undertake or organize sectoral or 
broader studies relevant for the formulation of appropriate objectives 
and policies which the Bank could support. 

10. Mr. ~icNamara emphasized that Nigeria was a large country, and that 
there was therefore scope for a substantial involvement of the Bank in 
assisting the Government's development efforts. He was impressed by the 
magnitude of the problems but equally so, by the Government's determination 
to come to terms ~vith them. The Bank, Mr, McNamara sa'id, in expanding 
its lending significantly, would necessarily want to be assured that the 
investment plans were soundly conceived so as to avoid waste of resources. 
Of equal importance was the containment of inflation. He was therefore 
looking forward to discussing these and related matters in Nigeria. 

11. In concluding the meeting, Mr. McNamara referred to the Bank's 
role as that of a "servant of the developing countries". nigeria stood 
to gain by taking advantage of it. 

c.~. Messrs. McNamara, Knapp, Chaufournier o/r, Gue o/r, 
- de la Renaudiere, Thalwitz, ce Azcarate, Koch-Weser, Burmester, 

Myers, Taylor-Lewis, Senf. 

• 
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AS SOC IA TION RECONS TRUCT ION AND DEVELOPMENT 
I NTERNATIO NA L FINANCE 

CORPORATION 

OFFICE MEMORANDUM 
TO: Files DATE: October 19, 1977 

f.)_ 
FROM: Clifton E~ Senf, Operations Assistant, WAlDA 

SUBJECT: NIGERIA: Regional Meeting with Nigerian Delegation 
to Annual Meetings on September 26, 1977 

1 . Mr . Chaufournier opened the meeting l/ by welcoming the Nigerian 
delegation to the Annual Meetings, noting that Nigeria had requested an increase 
in the Bank's lending program. Following this request, a Bank Economic Mission 
visited Nigeria during April- May 1977. 

2. The Economic Mission 'vas able to confirm that Nigeria is likely to 
experience the re-emergence of a resource gap, and its recommendations on 
various fiscal and monetary measures to be taken are currently being reviewed 
with Government. 

3. Mr. Chaufournier said he understood the preliminary technical dis-
cussions with members of the delegation suggest that the Federal Government 
is in broad agreement with the Bank on the various policy and sector issues 
discussed in the Mission's draft report, and also, the Mission's recommenda
tions for remedial measures to be taken. He said that the Bank stands ready 
to assist Nigeria in the implementation of its development programs, and to 
consider an expansion of its program in the light of Nigeria's need for a net 
transfer of resources and additional technical assistance . He stated that, 
once agreement is reached on the various policy issues, then a more rapid 
expansion of the lending program would depend on the rate at which projects 
could be identified and prepared. Mr. Chaufournier enumerated those sectors 
where Bank intervention could be reasonably rapid and useful. He said that 
we could make a significant start with those sectors with which the Bank is 
already familiar and that, as more knowledge is acquired on o t her sectors, the 
Bank could broaden its lending program accordingly . 

Agriculture 

4. The Bank's prime objective in agriculture has been to support the 
Government's policy by assisting in increasing agricultural production and 
rural incomes through improved support services and better forms of management 
techniques and training. Future Bank assistance would continue to pursue 
these objectives, and in addition would focus increasingly on: 

1/ See list of attendees attached. 
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(i) assisting the Federal Government in improving its 
capability in preparing , appraising and implementing 
rural development projects; 

(ii) supporting the Federal Government's efforts to 
decentralize development; 

(iii) strengthening the planning and program functions 
of the Federal Ministry of Agriculture and Rural 
Development; and 

(iv) encouraging increased involvement of Federal agencies 
such as the Nigeria Agricultural Bank. 

The main policy issues relating to this sector, and on which the Bank would 
expect to reach early agreement with the Federal Government include the 
fertilizer subsidy and onlending rates issues. 

Public Utilities 

5. Bank participation in the electrical power expansion program should 
be looked at as a long-term effort with initial Bank involvement in the area 
of distribution. This could in turn lead to a series of projects aimed not 
only at increasing power supplies, but also increasing the planning, technical, 
and financial capacities. In particular, Bank assistance would provide a 
rationale for tariff and pricing policies based on cost. 

Industry 

6. Bank involvement in the industrial sector could play an important 
role in supporting Government's efforts in promoting medium and small . indigenous 
enterprises, as well as a few large projects, such as the fertilizer project, in 
selected areas. Both the Nigerian Industrial Development Bank and the Nigerian 
Bank for Commerce and Industry are potential lending possibilities. 

Water Supply 

7. The Bank is fully aware of the importance the Government places on 
water supply expansion. While the Bank has thus far not lent for water supply 
in Nigeria, substantial preparatory work has been undertaken with regard to 
two proposed projects. Even though neither project has materialized to date 
(the Government is financing one of them, and the scope of the other is being 
revised), we believe this is one of the sectors in which the Bank can make an 
effective contribution in Nigeria. 

Transportation 

8. The Bank has had some experience in the transportation sector in 
Nigeria, and there appear to be a number of areas where the Bank may be of some 
assistance, e.g., in helping a few selected States to build up effective road 
maintenance programs at State and local levels. The Bank could also assist in 
two future port expansion schemes, namely, in Lagos and Port Harcourt, as this 
is a sub-sector already known to the Bank. Railways pose a particular problem 
and any efforts in this sub-sector would have to be long-term, after full study 
and mutual agreement on what needs to be done. 
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Urban Sector 

9. Mr. Chaufournier pointed out that the Bank's strategy would be 
similar to the one used in rural development in assisting the Government 
in developing pilot projects which could be easily replicated in other 
cities. It was also noted that the Government has already expressed interest 
in Bank assistance in this sector, and that a Bank mission had been scheduled 
to visit Nigeria in October 1977, with prospects for a proposed first lending 
operation in 1980 or early 1981. 

10. Mr. Chaufournier emphasized that the sectors discussed above re-
present those in which the Bank could move relatively quickly, adding that as 
additional knowledge of other sectors is acquired, further discussion could 
take place on their inclusion in the lending program. 

11. Mr. Musa Bello, Permanent Secretary, Ministry of Finance, thanked 
Mr. Chaufournier for the courtesies extended and for his opening remarks. 
Mr. Bello stated that the Nigerian Government is also quite concerned over the 
level of public spending and revenue pattern. He indicated that there existed 
broad agreement with the recommendations made in the economic report, and that 
a number of steps had already been taken along the lines suggested·: 

(a) Tariffs and charges for various public utilities have been raised 
and will be kept under constant review, as it is the Federal 
Government's view that the public must begin to pay for the costs 
of various social services; 

(b) The housing program is under complete review; 

(c) Government is already comitted to an upward revision of interest 
rates, and the whole structure of interest rates is currently 
under review; 

(d) On the expenditure side, Mr. Bello stated that he was pleased 
to announce the recently-taken decision to freeze recurrent 
expenditures for two years; and 

(e) In addition, capital expenditures are being reduced as a 
re-ordering of priorities takes place. 

Mr. Bello quoted the reduction in size of the proposed fertilzier plant and 
a reduction in the number of proposed steel plants as examples of the re-ordering 
of Government's capital development plans, currently taking place. He stated 
that in the analysis of Nigeria's current economic situation and suggested 
solutions, "the Bank and Nigeria are speaking the same language". 

12. In response to a query about the devaluation recommendation, 
Mr. Bello stated that the Government is not convinced that devaluation, as 
suggested by the Bank's Economic Report, is preferable to the recently 
established policies of allowing the exchange rate to be periodically adjusted 
to changing conditions. Additionally, it was pointed out that the exchange 
rate had been dropping since May of 1977. 
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13. In the discussion of the exchange rate issue, it became apparent 
that there were some areas of confusion arising from the choice of terminology. 
used. While the term "devaluation" seemed to have evoked considerable disquiet 
amongst the Nigerians, they seemed reasonably at ease in the use of such terms 
as "depreciation" or "allowing the rates to adjust downwacd" . Furthermore, the 
Nigerian delegation had · formed the impression that the Bank's recommendation 
implied a once-and-for-all realignment of currenc~es, rather than a series of 
small depreciations over a period of time as indicated in the Economic Report. 

14. It was obvious that the Nigerians' basic concern regarding the 
effects of devaluation are the likely effects it will have on domestic infla
tion. However, no firm decisions were reached on this issue, and there is 
therefore ample room for further discussions on the matter. 

15. Mr. Bello enquired about the prospects of a line of credit for the 
Nigerian Agricultural Bank (NAB), adding that the NAB is in need of funds which 
the Federal Government can no longer cover. Mr. Chaufournier stated that this 
could form one of the topics to be discussed at the meeting scheduled with NAB 
representatives later that week, indicating, however, that NAB's statutory 
obligation to lend at a flat rate of 5% would be one of the major issues to be 
resolved in this regard. Mr. Bello stated that NAB's onlending rates are 
currently being looked at as part of the Government's review of the interest 
rate structure in Nigeria. He did not think it would be inappropriate to look 
at NAB's or any one rate in isolation. Mr. Bello then asked if the Bank's 
program of assistance in agriculture included any of the River Basin Develop
ment Authorities. It was noted that this is an option being considered, since 
the terms of reference creating the Basins are broad enough to encompass 
practically any activity. However, the Bank's present knoweldge on t~e River 
Basin Authorities is rather limited, and it is intended to include a compre
hensive study of such Authorities as part of an agricultural sector mission 
scheduled for June 1978. 

16. Mr. Bello asked if the Bank had come to any decision regarding the 
size of its future commitments to Nigeria. Mr. Bello emphasized that, in addition 
to the need for an increased resource transfer, the Government is anxious to 
continue with its efforts to diversify the economy away from oil and regenerating 
agriculture . To this end, the Federal Government is also looking to the Bank 
to make a major contribution in the form of technical assistance. In addition, 
the Government has found that working with the Bank provides a system of checks 
which is extremely valuable in helping to ensure that projects are both effec
tively and efficiently implemented . In conclusion, Mr. Bello stated that the 
Government's desire is for an expanded Bank program that provides for an annual 
level of commitment of US$500 million. 

17. Mr. Chaufournier responded that, if we are in agreement on all the 
various issues, then the Bank stands ready for a substantially larger commitment 
to Nigeria. The exact magnitude has not been determined at this point in time, 
as the planning, timing and the organizational issues to mount a long-term 
large program of this nature takes more lead time than what has been available. 
However, Mr. Chaufournier emphasized that the Bank can begin working toward the 
US$250-US$300 million per annum level in the next few years, with substantial 
flexibility to adjust as the situation becomes more clear. 
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18. The meeting was concluded after a schedule of further meetings at 
the staff level had been agreed upon. It was also agreed to review further 
the Nigerians' request for technical assistance in external borrowing, manage
ment of liquid assets, EDI and training; and possible future Bank assistance 
in support of secondary. education. 

Attachment 

cc: Messrs. Chaufournier, Gue, Thalwitz, de Azcarate, Van Gigch, Bottelier, 
Reitter, Dyck, Guetta, Grimshaw, Taylor-Lewis, Myers 
Salazar, Perram, Sages, D. Singh, Brandreth, Cole 

Cleared w/P. Taylor-Lewis 

CSenf/lgl 



ATTENDEES 

at 

Regional Meeting with Nigerian Delegation 

to Annual Meetings on September 26, 1977 

. . 
Federal Republic of Nigeria 

Mr. M. Bello, Permanent Secretary, Federal Ministry of Finance 
Mr. G. Chikelu, Permanent Secretary, Federal Ministry of Economic Development 

and Planning 
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Mr. E. A. Ajayi, Economist, Central Bank of Nigeria 
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Mr. R. Myers 
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