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NIGERIA 

TOPICS FOR DISCUSSION 

1. This note outlines a few topics for Mr. McNamara's discussions 
with Nigeria authorities on Thursday, November 3, 1977, in Lagos. 

Macro Economic Issues 

2. Recent economic developments that have led Nigeria to again 
become a capital absorbing country, and related policy issues, are 
discussed extensively in the green cover Report No. 1690-UNI entitled 
"Nigeria - Recent Economic Development and Short-Term Prospects" dated 
July 27, 1977 (see Section F-3). This report was reviewed with the 
Nigerian delegation during the last Annual Meetings when the Nigerian 
authorities stated that the Federal Government is in general agreement 
with the report's findings and recommendations. This was later confirmed 

· by the Commissioner for Finance in his discussions with Mr. McNamara on 
September 27, 1977 (see para. 3 of "Memorandum for the Record" dated 
October 10, 197~ contained in Section G-4). 

(a) Fiscal Control 

3. Of most immediate concern is the Federal Government's ability to 
tighten fiscal controls in order to contain overall spending and to 
allocate expenditure cuts both within and between the recurrent and 
capital budgets 1/. Since the five-year period under consideration also 
includes part of-what would normally be Nigeria's Fourth Plan period, 
this concern also extends to the quality of resource allocation in the 
Fourth Plan. A related fiscal policy issue is the current pervasiveness 
of Federal Government subsidies. These include: direct consumer and 
producer subsidies; Government coverage of public corporation deficits; 
and the cost discrepancy between high commercial interest rates and the 
lower public sector interest rates. 

(b) Borrowing and Public Debt Management J:../ 

4. In light of Nigeria's new capital requirements, it is important 
that the Government formulate a rational long-term domestic and external 
borrowing strategy. Elements of such a policy already exist, of which 
the recent borrowing of US$1 billion from a group of banks led by Chase 
Manhattan is an element. Equally important is a policy designed to 
attract large amounts of private investment. Both foreign and Nigerian 
lenders and investors are sensitive to Government policies in this area 1_/. 
Thus, the amount of private investment flows which can be stimulated, and 
the amount of loans which the Government can attract, will depend on the 

1/ A paper summarizing the more salient provisions of Nigeria's current 
Third Development Plan (1975-1980) is also included in Section F-3. 

J:../ See Paper on "Foreign Assistance and Debt" contained in Section F-4. 
ll See Paper on "Nigeria's Indigenization olicies" attached at Annex I. 
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extent to which economic policy recognizes lenders' and investors' 
legitimate interest. There is, in particular, the need for streamlining 
administrative prokedures, such that the Government will be able to meet 
_its financial obligations promptly 1_/. Formulation and implementation 
of such a program is a significant prerequisite for filling likely resource 
shortfalls. 

(c) Pricing and Incentive Policies 

5. Nigeria's economic policy-makers must also concern themselves 
with providing a better incentive framework for encouraging directly 
productive activities in the non-petroleum sectors, principally in 
agriculture and industry. While the Government has several options in 
this respect, a devaluation of the Naira would be the most effective way 
of tackling the problem. Gradual depreciations of the Naira would appear 
to be politically acceptable and, if realistically done to take account 
of differential price movements in Nigeria and its trading partners, 
could be effective in restoring non-petroleum exports. In fact, the 
Naira has been depreciating slowly over the last year]._/. The added 
benefit of a more realistic exchange rate would be a marked improvement 
in the Federal Government's Naira revenues from the oil sector. If a 
devaluation policy is not acceptable, the Government would have to consider 
indirect measures such as the introduction of import taxes and export 
subsidies. 

6. Another significant and beneficial macro policy change would be 
to raise interest rates, in particular Goyernment's on-lending rates, to 
reflect the growing scarcity of financial resources, to encourage savings, 
and to reduce the danger of resource misallocation. Further, consumer 
subsidies and most ·agricultural producer subsidies should be gradually 
reduced and eventually removed. In addition, Government should raise 
tariffs in order to make 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. 

Bank Assistance to Nigeria 

(a) Lending Program 

7. The Federal Government's request for an expanded program of 
assistance is expected to dominate Mr. McNamara's discussions with the 
Nigerian authorities. The tentative 5-year lending program envisages 
a level of commitments of US$1.2 billion which the Region considers 
prudent, although the program .could be expanded further is suitable 
projects become available. (See the Region's confidential paper entitled 
"Nigeria - Issues, Objectivesand Strategies for an Expanded Bank Lending 
Program" attached as Annex II). 

1/ See para. 19 on late payments discussed below. 
2/ The Nigerian delegation to the Annual Meetings indicated that the Federal 

Government is agreeable to periodic adjustmen~ of the exchange rate of the 
Naira (which they claim is aLready bei implemented), but appeared ~eluc­
tant about the merits of a huge devalua ion at this stage. 
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8. The issue of an expanded lending program was discussed during 
the last Annual Meetings and it is fairly certain that the Nigerians 
will pursue the discussions further, in order to ascertain the size and 
composition of the Bank's lending program for the next five years. In 
the discussion of this issue during the Annual Meetings, no specific 
total figure or annual commitments were disclosed. The Nigerians are 
expecting US$500 million annually in commitments by the Bank. This 
figure was not discussed and the question of the size of the lending 
program was therefore left open. We understand that the Nigerian 
delegation to the Annual Meetings was extremely disappointed about the 
reluctance of the Bank to give any indicative figures of annual and total 
commitments over the next five years. 

9. We should leave the matter open and not tie ourselves to a 
specific level, neither for the period as a whole, nor for individual 
years. US$500 million appears highly unrealistic, at least for the next 
three years. However, we are simply not in a position at this point in 
time to determine how fast projects in sectors other than agriculture can 
be identified and prepared. There is, moreover, the question _of both 
macro and sector policy issues which would need to be resolved, as 
discussed in para~ 2-6 above and para. 21-65 of Annex II. Substantial 
sector work and -studies, as well as intensive policy discussions with 
Government would be necessary, before we can firm-up a more realistic 
and meaningful program. 

10. In the meantime, and for the purpose of the discussions in 
Nigeria, we should emphasize that we are prepared to increase our lending 
very significantly, but that the expansion of the program will depend 
on the speed with which projects can be prepared (for which the Bank is 
willing to provide substantial staff input), and the extent to which 
policy issues are resolved. 

(b) Lending Objectives and Strategy 

11. The broad lending strategy is to support Government policies 
at the macro level in order to reverse some of the imbalances in the 
economy, and to restore appropriate incentives for agricultural and 
industrial development. The principal issues as we see them are those 
summarized in para. 2-6 above, and elaborated in Report No. 1690-UNI 
(see Section F-3) and also, in Annex II. 

12. In addition to our overall strategy, we should convey to the 
Nigerians the importance we · attach to the pursuit of sector objectives 
and the need to agree on minimum sector policy conditions, at the 
earliest stage of any lending operation, which would be a prerequisite 
for Bank involvement in any given sector (see para. 21-65 of Annex II). 

(c) Streamlining of Administrative Procedures 

13. In view of the complexities of the Federal structure of Nigeria, 
and the relatively high rate of attrition and resulting turnover of 
public officials both at the Federal and State levels in recent years, 
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there appears to be an urgent need to streamline administrative procedures 
at all levels. This issue has direct implications for both our· on-going 
and future operations. 

• • I 

14. Government's final approval of negotiated draft loan documents 
is invariably tardy. In the case of some countries, the Borrower's 
negotiating team is often empowered to give Government's final approval 
of the draft negotiated loan documents at the conclusion of negotiations, 
thereby permitting Board presentation to proceed shortly after negotiations. 
While this may not be possible in the Nigerian context, given the necessity 
to have such documents reviewed and approved by the respective State and 
Federal Executive Councils, we nevertheless believe that there is ·ample 
room for improvement. Recent innovations introduced by the Region such as 
agreeing in advance the draft legal documents required for effectiveness 
and also, a time-table of actions to be taken (target dates and by whom) 
leading up to Board presentation, would seem to confirm this view, and 
will be repeated in a11 · future cases. We should continue to impress upon 
the Nigerian authorities at the highest level, however, the importance 
the .Bank attaches to a timely approval of negotiated draft loan documents, · ·" 
given its planning and budgetary implications. 

15. Substarttial problems are also often experienced in the completion 
of effectiveness conditions for each loan. Apart from land acquisition 
which the Region is now treating as a condition of the issuance of Invita­
tion to Negotiate (e.g., the proposed Rivers State oil palm project), 
inordinate delays are always experienced in the conclusion and submission 
to the Bank of the Federal and State Legal Opinions and Subsidia~y Loan 
Agreements. Under existing Nigerian procedures, it is understood that 
the Federal Attorney General retains exclusive powers to sign all Federal 
Legal Opinions relating to Bank loans, and it is here that we invariably 
run into difficulties. Given the many demands on his office and his 
frequent absences from Lagos, there have been numerous instances when 
the completion of the conditions of effectiveness of a loan has been 
delayed because of the unavailability of the Federal Attorney General to 
sign the Federal Legal Opinion. We believe that it is possible, as a 
normal constitutional device, to permit the Solicitor-General (or other 
designated person) to act on the Atrorney General's behalf on those 
occasions when he is not available to sign a Federal_ Legal Opinion. We 
discussed this issue with the Nigerian delegation at the Annual Meetings, 
who saw no difficulties with . this proposal. However, we believe that 
this issue should be raised at the highest level because of its 
constitutional implications, the embarrassment it creates for both parties, 
and the additional cost to N.igeria, through the payment of commitment 
charges resulting from such delays~ 1/ 

1/ Nigeria incurred commitment charges totalling US$4O6,854 in respect 
of Loan No.1183-UNI, Bendel State Oil Palm project, which became 
effective on October 14, 1977, some 662 days after loan signing. 
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16. Substantial delays, attributable to administrative bottlenecks, 
are also often experienced in the staffing and funding of project 
entities. 

17. The placement of key internationally-recruited staff is often 
impeded by delays in obtaining the necessary entry visas from Government. 
Even where such visas are obtained, it had taken several months to obtain 
Government's signature of the relevant contracts of service. Similar 
problems have been encountered in the release of local staff for attach­
ment to project entities. While most States find it relatively easy to 
make available the services of junior staff, they have found it difficult 
to release the services of more senior staff because of the States' own 
priority claims on such personnel. This problem is further exacerbated 
by the recent creation of seven new States and the reluctance of some 
States to offer key appointments to fellow Nigerians from other States. 
It would be helpful if this issue could be discussed with the Nigerian 
authorities because of its implications for the training of Nigerians 
to assume responsibility for the continued future development of such 
projects, particularly after their current investment , periods, 

18.- In all but two of the eleven agricultural projects funded by 
the Bank, local -financing, whether Federal or State, has caused the 
projects major management problems and resulted in the cutting back of 
important project activities. Local contributions are commonly tardy 
and insufficiett to satisfy budgeted requests. The Funtua Agricultural 
Development Project, for example, is now $1.6 million in debt, has had 
to cut back on the important development of new-style cotton markets, 
and is unsure that it can meet monthly staff committments. Despite 
assurances to improve the situation, there . has been little or no improve­
ment and the situation will have a detrimental effect on the present low 
disbursement rates of .Bank funds and on future lending activities in the 
agricultural sector. Furthermore, Federal re-imbursements for the 
difference between the price paid by the three northern agricultural 
development projects (Funtua, Gusau, Gombe) for fertilizer on the world 
market and the subsidized farm-gate price at which the projects are 
authorized to sell fertilizer to farmers, have not been forthcoming. 
Consequently, the three projects are owed about $15 million for their 
first three seasons purchases and the projects' revolving trading accounts 
to finance future fertilizer purchases, have no funds. This issue has been 
raised several times with the respective Nigerian authorities and we would 
suggest that it be raised at the highest level. 

Late Payments 

19. Late payments of amounts due under various Bank loans have 
always been an issue with Nigeria, but have become a _real problem over 
the past 12 months. Amounts payable have remained outstanding on average, 
for 2-3 weeks after the due date, and over the last 6 months, late 
payment due from Nigeria have been reported on three occasions to the 
Board. 
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20. The delay in making such payments does not reflect any lack 
of liquidity or foreign exchange, but is again mainly attributable to 
administrative bottlenecks in Nigeria. 

21. This issue was extensively discussed with the Nigeria delegation 
during the last Annual Meetings when the officials present appeared 
visibly embarrassed. A number of arrangements and options to facilitate 
timely payments were agreed with the delegation, and we expect some 
improvement in future. However, late payments in respect of five loans 
outstanding since July 15 and August 15, 1977, respectively, were 
reported to the Board on October 17, 1977, which suggests the need for 
the issue to be raised once more, at the highest level. 

Population Issue 

22. The Nigerian authorities have expressed interest in possible 
Bank assistance in the population sector. This has been a sensitive 
issue with past Governments in Nigeria and is gratifying to note that 
some interest is now being expressed for possible Bank intervention 
in the sector. Included in Section G-3 is a brief on recent developments 
and the assistance which we think the Bank can give to Nigeria, at this 
stage, in support of the Federal Government's objectives. 

23. Mr. McNamara's deep interest as regards the population issue 
are well known and respected in Nigeria, and we would suggest that this 
issue be raised at the highest level, as the ·Nigerian may not be fully 
aware of the advantages Nigeria could derive from Bank assistance in 
the Population sector. 

Attachments 

f') 



NIGERIA 

INDIGENIZATION POLICIES 

Annex I 
Page 1 of 2 

1. The indigenization policies aim primarily at transferring the 
ownership, management and staffing of firms operating in Nigeria from 
foreigners to Nigerians. A subsidiary issue concerns the distribution of 
newly acquired ownership amongst different income classes, different States, 
and to the private versus public sectors within Nigeria. Two Decrees (The 
Nigerian Enterprise Promotion Decrees of 1972 and 1977) deal specifically with 
ownership transfers. Nigerianization of staff openings is mainly effected by 
the Ministry of Internal Affairs, which establishes expatriate quotas for firms 
operating, in Nigeria. 

2. The 1972 Decree categorized activities into three Schedules with 
activities listed in Schedule I reserved exclusively for Nigerians, and 
activities listed in Schedule II requiring at leas; ,~40% Nigerian equity 
·participation. All other activities, consisting-mainly of those involving 
lirge amounts of capital and/or technology, were relegated to Schedule III 
and exempted from Nigerian ownership requirements. , .To implement the Decree, 
the Nigerian Enterprises Promotion Board (NEPB) and the Capital Issues Commission 

. (CIC) were created, the first with over·all respons'l bility for indigenization, 
and the second with the responsibility of establishing selling prices . fo"t · the 
shares of those firms to be sold publicly on the Lagos Stock Exchange. The 
Decree was implemented, with a few revisions and exemptions, between 1972 
and 1974. 

3. In November 1975, and Industrial Enterprise Panel, consisting of a 
diverse group of Nigerians, was established to eyaluate the implementation of 
the First Decree and to suggest the contents of a: Second Decree ~ The ·~anel's 
findings led to the issuance of another Nigerian Enterpri'se Promotion Decree 
in January 1977. The major significance of this later Decree is to substantially 
increase the requirements regarding Nigerian · participation. Schedule II ·activi­
ties are to be 60% rather.than 40% Nigerian owned and Schedule III enterprises, 
forme_:rly exempt, must now have 40% indigenous participation. Additionally, 
many activities formerly listed in Schedules II .: _an.d III were moved into either 
Schedul~s I or II, the Schedules requiring greater amounts of Nigerian partici­
pation. The 1977 Decree also contains provisions for forcing greater public 
sales of shares and for limiting individual share own~rship, both aimed at 
evening out the distribution of newly transferred ownership. 

4. The transfer of ownership from foreigners to Nigerians has been 
orderly and relatively successful. During implementation of the 1972 Decree, 
about 60% of Schedule I and 90% of Schedule II enterprises complied with the 
Decree. It appears that even greater percentages of affected enterprises will 
comply with the 1977 Decree. If this later Decree can be effectively imple­
mented, it will also succeed, where the earlier Decree failed, in improving 
the distribution of ownership of newly transferred shares amongst individual 
Nigerians. The 1977 Decree says little about the regional distribution of 
shares, nor does it resolve the question of how much of the ownership is to be 

• 
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placed in Federal or State Government hands. However, its implementation is 
.likely to allow a more equitable regional distribution of new issues. Two 
other problems raised by the Nigerian Enterprises Panel, the gaps that exist 
between m-mership and control, and between ownership and Nigerian staffing of 
upper echelon jobs, remain to be settled. However, these are more likely to be 
influenced by the operation of the expatriate quota system. 

5. The aims of indigenization policies are such that some costs in 
terms of short-term growth and investment levels must be expected. In Nigeria, 
it appears that even-handed implementation of the policies has contained such 
costs so far. · Foreign investment has undoubtedly been repressed somewhat. 
The Capital Investment Commission under-priced publicly sold share~ while the 
1977 Decree, coming so soon after the first, created expectations that soon 
everything will have to be · 100% Nigerian owned. Foreign investors have 
tended to· seek investment opportunities or modes of business operation which 
result in very rapid recovery of investment costs. Furthermore, foreigners 
now appear more interested in signing management contracts and selling machinery 
and/or processes which will give them an export market for the inputs they 
produce. The expatriate quota system has hurt efficiency and, along with the 
insecurity regarding likely increases in Government ownership, has dampened 
private productive activity, foreign and Nigerian. Whether or not these costs 
are transitory or not depends on how the Nigerians implement the current indi­
genization policies. They must also assuage fears regarding further increases 
in requir.ed Nigerian and/ or Government ownership. 



NIGERIA 

THE THIRD NATIONAL DEVELOPMENT PLAN (1975-80) 

1. The Third National Development Plan covers the five-year period 
1975-1980. The Plan was revised n n order to reflect the division of 
the couu°icy into 19 as opposed to 12 States, to up-date cost figures and to 
reflect the new regime's intention to place greater emphasis on agriculture 
and the provision of social services. This revision resulted in an increase 
in total Plan allocation from N30 billion to H43.3 billion, but left 
unchanged the physical and macro economic dimensions of the Plan. 

2. Economic growtµ, in rea~-- ~~rms, is ~rojected _to be on the order of 
9.5% per annum, with per capita income increasing to about N300 by 1980. 
Gross cap ta formation is projected to increase from 21% of GDP to over 29% 
over the Plan period, and to be financed entirely by national savings. Imple­
&&K..4,l,kw,,...w.~~~-=.:·t'..z is expected to represent the major determinant of the 
actual size and effectiveness of the investment program, ana oevelopment 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. F 1 and olicies of Government will a~ 
primarily at moder the inflationary pressure in the economy. An incomes 
olicy will be pursued to ensure an equitable distribution of income in the 

country. The Plan also pledges increased economic coopera on 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 

}· 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 ro ram. 
1 
~~ 

Total allocations for the program amount to N43.3 billion, but the effective ~") 
program is projected to be only N26.5 billion because of the substantial ~~ 
slippa es expected. This represents about 7 % o tota proJec e investment 
expenditures in the economy over the five-year period. The program may be 

11 
-_A~ 

summarized as follows: •~ 1 

Table 2: THIRD NATIONAL DEVELOPMENT PLAN 
Public Sector Investment Program 

Nominal 
Pro gram 1.1. 

Effective 
Program !.J:.. 

Agriculture 
Mining 
Manufacturing 
Power 

3 252 ,1,---------~, 

Transport and Communications 
Social Services and Amenities 
Administration and Defense 

/1 Sum of approved programs. 

2,646 
6,262 
1,285 

13,207 
11,046 

5,616 
43,314 

/2 Nominal program less expected slippage. 

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 infrastructu.re and incentives necessary for 
private, particularly smallholder, development. Planned direct public invest­
ment in the sector, amounting to almost $5.5 billion, includes the development 
of several ma·or river basins for lar e-scale as well as smallholder farmin; 
an accelerated food crop development program aime at a opting an 1sseminating 
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 rowt f the a ricul­
ture sector is ro·ected to be bout 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, includi ng 6 , 000 km 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
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 sup ly ublic soci subsidized prices is 
viewed as the major means o istributing the immediate benefits o oil 
revenues to the bulk of the population. The core of this ro ram s the Uni­
versal Primary Education Scheme, aimed at achievin 100: free and compulsory 
enrollment for children of primary sc oo age by the end of the Plan period. 
This will involve increasing primary school enrollment rom t e ~- m± t ion 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 ur ban centers by 172 million 
gallons per day, and to construct about 200,00~ 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 a out an 
bi on,respectively) reflects to a large extent the Government's stra1=8,Y 
to create "in the relatively short time that the economy will en ' oy a surplus 
of investable resources, t e eco ic an socia tructure necessary for 
self-sustaining growth in the loner run, when resource -~carcity ma ur. 
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 im rove 31 · r roads; the first 
phase of a program to construe 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 ins~ ation of 500 000 additional (to the 
tee h ne exchange lines· and the pansion o ric 
capacity from the present 690 MW to 1 050 MW by 1980. 

8. The Plan's major ob·ective in he industrial sector is to diversif 
the etroleum industr into downstream operations and to establish basic 
industries in order to stimulate t e ur er ndustrialization of the economy. 
etroleum-related industries account for 44% of total public investment in the 

sector, including two liquified natural gas plants with 10 billion cubic 
meters annual capacity each; two oil refineries with a total capacity of 
175,000 barrels per day for domestic consumption; two refineries with a 
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 milli.on 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 ownership. The Plan also udes a 
program to promote small-scale · 1 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 
existing Small-Scale Industries Credit Scheme. Projects of the State govern­
ments are mainl~ in the agro-allied and building materials industries. 

9. Of the total planned investment of N36.5 billion (private and 
effective public) during the Plan period, the private sector is expected to 
account for 27%. Private investment is projected to concentrate mainly on 
construction (27% of total private investmen, me ium- an industr 
(20%), agriculture, ining, distribution ands i es (roughly 10% each). 
Only in the construction and distribution sectors is the private sector ex­
pected to account for the-major share of investment expenditure. 



Mr. Roger Chaufournier 
(through Mr. An<µ>e Gue) 

Pieter Bottelier 

NIGERIA - Economic Report Discussions 

September 27, 1977 

1. Although we have not finalized our discussions on the draft report 
it is perhaps useful. to sUJT1....ma.rize my preliminary impressions. 

2. It is evident that the draft (green ·cover) report has rece·yed 
attention at the highest l evels in the Federal Government. Our analysis 

een serious~y challenged and most, 
shave been acce ted. 

New revenue measures are being taken to improve the Federal 
performance. 

- Serious efforts are bein _ t.o reduce Federal Govern..ment 
re _.;:;.---- Musa Bello indicated that 
re e:Huen vears at the 
1976/77 level. That is even better than we had recommended 
and I fear that they may have set themselves a.,.-r1 impossible 
target in this regard. 

- Many ca e beinrr sc down to reduce the 
Federal Government capital 'budget. Among the more important 
projects mentioned are iron and st el reduced fr m to 1 ....,.....;._.;;.;;;;,.-------.....a,._,,.;..,:.;;..;:.:..;;....::...:.:-~--"'--.;;._;;;_-= 

e ad f tilizer (reduced in 
d recommende • 

- The Federal Government will no lon 
borrowings by State v rnmen s. This is a oignificant step 
aimed at forcing the State Governments to keep their expenditures 
within their revenues. This must. have been a difficult step 
politically and I regard it an important indication of the 
Federal Government's commitment to restore fiscal sanity. The 
State Governments had budgeted ~n overall deficit of W 1.9 billion 
for 1977/78. Without a Federal Government guarantee it is 
doubtful that they will be able to borrow more than trivial 
amounts, and they will therefore ha.ve no choice but to reduce 
expenditures. 

- The Government has accepted our r ~ommendat·oos o · terest rates 
(a . gradual upward revision of the entire rate structure) but they 

_indicated that agricultn-ral credit may be excepted from this 
movement for the time being . It has also accented our recommendations 
on the gr adual removal of most consumer and producer subsidies and 
regar 1ng private foreirm investment .. 

i/. 
\ .. 



Mr. Roger Chaufourn:j.er 
l, 
( 

- 2 - September 27, 1977 
, . 

- The Gover1nnent has formulated an e P strategy 
for the next t hr ee years as recommended. The a.mounts and the 
distribution between private und public borrowing ) aimed at 
a.re r emo.rkably close to what t he report calculates as their 
likely needs under a stiff aust erit y progrrun.c 

- There i s some u n c,is.il,~w..~r--iwa.:rM...;.~~~.::.;;;:~~;....;;:..::..;:~~~~~ 
reaction to Q -commendations. 
ndications are that the Gover nment is rejecting the idea of 

an outright devaluation but acce t· o crawl· g 
peg syste (as recormnended in the report) by slowly depreci­
ating t he Naira. against the currencies of Nigeria's major 
trading partners. 

3. All indications so far suggest a highly favorable response to the 
draft report. The policy measures taken o~ contemplated all point in the 
right direction but I still feel a rehensive about the sheer magnitude 
of the fiscal and BoP problem that will undoub..tedl~ he actions 
taken are not drastic enough. Still, I f eel we ha.vc alread.y m.ore than we 
could have hoped for. in the very short period since the re-opening of our 
economic dialogue. 

cc: Messrs. Thalwitz, Reitter, de Azcarate, Taylor-Lewis, Myers, Senf 



NIGERIA 

FOREIGN ASSISTANCE AND DEBT 

Past Trends 

1. ~na..1 uot been a very significant part of 
Nigeria' st=-inde efforts. Projections in the First 
Plan (1962-68) that 50% of capital costs could be met by external funding were 
woefully inaccurate and left Ni n the 
de enda · ,l.ity,: and desirabi Dur_ing 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 by multilateral and 
bilateral agencies, with the World Bank and IDA holding 37% of Nigeria's total 
indebtedness. The largest bilateral lender at the end of 1971 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 constituted 85% of the total debt, but the World Bank 
and IDA share increased to 42%. 

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 yea;-§ could be $6-
billion, with $7 ion being a most likely estimate. Indications are that 
this is a supportable amount o orrowing and that, providing debt servicing 
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 
syndicate which Nigeria has negotiated on relatively favorable terms. 
urther large amounts from commercial banks are expected over the n-~xt few 

years. The Japanese, British Germans and:-"'i~,..._,,.~.....,,,.!-4-' ......... ---xpressed 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 nxious to have large ~ 
World Bank involvement in order to obtain technical as t-in· 
chec~~....1:6.tMit-W _____ accompany Bank financing. Interest has also been 

nancing 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 

(In Thousand of U.S. Dollars) 

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 

Total Private Bank Credits 

Publicly Issued Bonds 
United Kingdom 

Total Publicly Issued Bonds 

Nationalization 
Multiple Lenders 

Total Nationalization 

Multi'lateral Loans 
African Dev. Bank 
IBRD 
IDA 

-Total Multilateral Loans 

Bilateral Loans 
Canada 
Czechoslovakia 
Denmark 
Germany; Fed. Rep. of 
Hungary 
Italy 
Japan 
Netherlands 
Poland 
United Kingdom 
United States 
USSR 

Total Bilateral Loans 

Total External Public Debt 

October 17, 1977 

·" 

0 

D E B T O U T S T A N D I N G 
Disbursed Undisbursed Total 

·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 

·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 

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 

39,055 
727,024 

63,373 
14,000 

3,456 
109,384 

21,220 
11,204 
76,072 
25,272 
30,400 
77,230 

100,164 
6,335 

544,110 

466,722 1,420,434 
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STATUS OF BANK GROUP OPERATIONS IN NIGI<;RIA 

A. STATEMENT 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 

427 

694 

764 

814 

838 

847 

922 

929 

1045 

1091 

1092 

1965 Nigeria Education 

1965 Nigeria Roads 

1970 Nigeria Transport 

1971 Nigeria Cocoa Development 

1972 Nigeria Education 

1972 Nigeria Roads 

1972 NEPA Power 

1973 NPA Port 

1973 Nigeria Education 

1974 Nigeria Cocoa Development 

1975 Nigeria Livestock 

1975. Nigeria Agr. Dev. Funtua 

1099 1975 Nigeria Agr. Dev. Gusau 

1103 1975 Nigeria Rice Development 

1164. 1975 Nigeria Agr. Dev. Gombe 

1183/1 1975 Nigeria Bendel State Oil Palm 

1191 f976 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}_ 

Total undisbursed 

16.8 
13.9 

292.1 15.5 

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 

20.0 

35.5 
1.0 

34.5 

727.1 34.5 

33+.1 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. STATEMENT OF IFC INVESTMENTS (as .at August 31, 1977) 

Fiscal Amount in US$ Million 
~ 
1964,67, 

1970 

1964 

1973 

1974 

1973 

Borrower 

Arewa Textiles Ltd. 

Nigerian Industrial Development 
Bank, Ltd. 

. Funtua Cottonseed Crushing Ltd. 

Lafiagi Sugar Estates 

Nigerian Aluminum Extrusion Ltd. 

Total Gross Commitments 

Less cancellations 
Less sold or repaid 

Type of Business 

Textile Mfg. 

Dev't Finance Co. 

Veg. Oil Crushing 

Sugar 

Aluminum Processing 

Total commitm~nts now held by IFC 

Undisbursed 

* Not yet effective. 
/1 Declared effective October 14, 1977. 
/2 Excluding cancellations of $4.4 million. 
/3 Prior to exchange rate adjustments. 

WAlDA 
10-15-77 

• 

Loan Equity Total 

1.0 0.6 1.6 

1.4 1.4 

1.6 1.6 

0.1 0.1 

1.0 0.3 1.3 

3.6 2.4 6.0 

0.3 0.3 
1.5 1.5 3.0 

1.8 0.9 2.7 

0.5 0.1 0.6 
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NIGERIA 

GUSAU AGRICULTURAL DEVELOPMENT PROJECT 

Loan 1099-UNI ~ illion 

Approved: cemb 
Signed: April 
Effective: 
Closing Date: 

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 

- On farm development on 

illion (110% of appraisal est.) 
illion 

Staffing and equipping an~~J:l:m1Jlt□(el~~---------' 
- Staff and f a.nner traini!;_e 

Provision of farm inputs 
- Seasonal and medium-term ]J arm inputs 

Development of seed multi lication farms an registered seed 
.._ ____ ....., ____ _ 

growers 
- Infrastructural development including administrative center, 

training center, and farm service centers. 

- Construction of _...._____ weather surfaced --~r_.:,r~o~a=d~s 
Construction of 

- Establishment of a project ~':1.-1-1~..w.t. (PEU) 

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. 
Pertineirt aata are as follows: 

Rural population 
Farm families. 
Average family siz(e 
Average farm size 
Per capita income 

Land Ownership is not unduly 

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

435;000 
67,000 

6. 5. 

74 p~ices) (Appraisal estimate) 
. ~ J/-b[. . . 

skewed:-

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 - 2orghum, ~ t, cotton, groundnuts and £2Wpe5 or 
mixtures solely of .these 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 i=n~nuon farm in uts (the Basic Services Package) 
ithin 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 activfries of the 
project is an attempt to involve local participation 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, t se o eration ction as autonomous, 
elf-financin commerciall viable operations are encoura ed to do so. 

Farm service centers are to be leased to local businessmen 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 makin excellent 
despite the rather difficult circumstances prevailing in Nigeria. 

r response a r enthusiastic which is reflected in participa-
tion rates. By the second season of the project, 25 2er cent of project 
area farmers are estimated to use one or more of pro·ect supplied inputs and 
24 e-r-c.en- cei.ve sqm.e e tension-..-.......::=.., · Eighty-one per cent of farmers 
receiving extension advice used project inputs. Fertilizer usage, a key 

. input, is ex.pected to increase from 500' tons/'annum. oefore t e project to 
500 tons/annum by the third year of the project (see a15 e o ey 

Indicators attached which compares the actual situation with appraisal 
estimates). Considerable success has been achieved through group farms and 
there has been a p.h.sneman u case of ox plows for land preparation. 
Comparison of actual yields and production as estimated by PEU with appraisal 
estimates shows:-



Sorghum 
Cotton 
Maize 
Groundnuts 
Cowpeas 

Sorghum 
Cotton 
Maize 
Groundnuts 
Cowpeas 

- 3 -

Average Yields (kg/ha) 

AEErai$al Estimates 
PYO PY2 

600 686 
225 255 
700 1,025 
425 480 
200 275 

Production (metric tons) 

AEEraisal Estimates 
PYO PY2 

45,000 49,000 
9,400 10,800 

700 2, 
15,700 18,400 

500 950 

Actual 
PY2 

790 
200-380 

350-480 ? . 
90-160 ~ 

Actual 
PY2 

17,500 
8,000 

The infrastructural program has proceeded on schedule due to energetic 
project management using local contractors. The network of farm service centers 
is virtually ~omplete so that 65 per cent of project farmers are withi~ 5 kilometers 
of a center and 98 per cent within 10 kilometers. The feeder road program with 

60 'kilomete onstructed and all farm service centers connected, has 
been very well an area in which movement had reviously 
been difficult consuming.· 

Management and Training 

Senior mana ement ualit, being principally 
recruited internationally due to the dearth of senior Nigerians; the reluctance 
of Sokoto State to second thei·r own staff who are in critically short supply . 
(the Siate is said to have·only four agricultur~l graduates); and the State•~ 
unwillingness to hire Nigerians from other States in the Federation. In a period 
of high internal 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 essful training rogram for agricultural 
extension agents has been instituted consisting of s x months e practical ur ng 

~which t e trainees run demonstration farms, followed by a three-month theoretical 
course .. 

;'.[ 



Key Staff 
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Chairman ·of the Project Executive Connnittee : 
Permanent Secretary,- Ministry of Agriculture: 
Pro ect Mana er 
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 dut~es 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 Abdullah! w~thin two months. 

Issues and Problems 

1. 

2. 

Other of th State a~e res~ing for an extension of the 
coverage of the project and the State Government 

is anxious to meet this request. The technical, organizational, 
manpower and financial implications are being considered in 
the course of the preparation of a second stage project which 
will be submitted to the Bank for financing. 

Shortag d qualitY.~--~-.._~~a~ff continues to be a major 
problem at all levels. 

3. 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 proj~ct major financial problems. Furthermore, the project 

·· -account has -not yet • been r -eimbursed · fo:r: 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 servic~ as a self-financing operation. 

4. subsidy level on inputs such as fertilizer and .insecticides 
are a signi icant drain on Government finances. Furtherm0re, 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 connnercialization of the input 
distribution service. ~ow and inflexible interest rates ~amper 
the development of rural credit institutions whic 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. 

Ir 
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Ker Indicators 

1975/76 1976/77 1977 /78 ];_/ 
Cro1212ing Season Cro12EinB Season CroEEing Sease 

Unit No. Units 

Estimated Farmer Participation % 
Registered Project Farmers number 3,200 
Service Centers Operaional number 6 
Farmers in groups number 120 

Cro1212ed Area 
Improved Cotton ha 578 
Improved Maize ha 10 
Improved Sorghum ha 2,200 
Improved Groundnuts ha 980 
Improved Cowpeas ha 0 

Yields - Average 
Cotton kg/ha 1,000 !:!_I 
Maize kg/ha 650 
Sorghum i kg/ha 600 
Groundnut kg/ha N/A 
Cowpea kg/ha 1,140 

Credit 
Seasonal N 60,000 
Medium/Long term 1,600 

.!!!_p••f-,~ 
tilizer tons 2,400 

Insecticides liters 4,300 
Sprayers 7/ No. 171 
Ox Plows 7/ No. 100 

Infrastructure 
Roads Constructed (surfaced) 7 km. . . 

LI Dams Consttucted No. 

Project Staffing 
Project Administration 

& Accounts man years 
Technical Department man years 
tngineering Department man years 
Commercial Services man years 
Evaluation Department man years 

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

% )J No. Units % )) No. Units % 1_/ 

28% 155 
107 11,000 36,000 ·105 

60 25 100 40 
2,000 6,000 

I f 

77 12,000 366 
200 -40 

110 2,000 1/ 37 
98 1,000 

375 

380-200 ii 129 
N/A 115 
790 

480-350 86 
.160-90 45 

96% recovered 34,000 21 Groups 98% 
21,900 Individuals 54% 

450 2,500 
21 9,500 21 ? 
19 · 440 15 

100 2,100 500 

· 185 . 102 
2 8 

i - · ,. 
66 87 

1176 114 
33 85 
67 . 65 
55 85 

I 
I • 

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. 

!!._/ Seed farm yields; no estimates of farmers' yields were made. 
J_/ ~dit: for f;ertilizer to individual ;farmers was stopped after lower fertilizer prices were annamced. 
2.,/ trovisionai eatj.m~t~s ~rom fEU for farm yields. Ranges represent yields under different 

inter"'"'crops. 
7/ Cumulative. 
8/ Assuming 2 km. unsurfaced= 1 km. surfaced. 

June 1977 



1. 

NIGERIA 

AGRICULTURAL PROJECT LENDING STRATEGY 

We are lending in two main areas: 

Appendix I 
Page 1 of 3 

(a) __ c_r _o_p_/ _a_n!C"'ima __ 1_c_omm~ o_d_i~t ..._s~_ec_if_i~c- p=-r_o_j_e_c~t s , such as o i 1 alm 
coco ------ k and ce. These projects include_,:onnn~r-
cial and out rower c onents. 

(b) Integrated agricultural/rural .development projects that 
r ces for deve mix of 

annual crops. 

Results to date 

2. (a) Connnodity Specific Projects. Wbe e easonah e mana ement is available 
the crop specific pro·ects a e working well, but others ~here manageme t has 
oeen inadequate, e.g. Cross River Rice, endel Oil Palm, and Livestock, the 
r e been extreme! disa oi nting. Since the initiation of these 

,eonnnodity specific projects there has een a radical change in importance of 
the associated subsistence food crops normally grown under the same farming 
system. These food crops are now significant income generators (cash crops) 
and compete, often to the detriment of tree crops, for farm labor and other 
resources. Thus in future serious consideration will need to be given to the 
farming system as a whole, which under Nigerian agronomic conditions is 
extremely complicated. 

3. (b) ~ te rated Pro·ects. These are being developed in of 
northern Nigeria . In order to impact quickly on the local population, and to 
circumvent unduly inefficient Government bureaucracies, the projects were 
given considerable managerial and financial autonomy, and are aving the way 
for major reform on a statewide basis, of the agricultural service industry. 
They are desi ned to rovide th a es) to 
allo ved extension~~ s, arm 
inpµtta water supplies and training. In some instances,. · advaneedaevelop~ent 
packages (detailed farm planning, etc.) are also provided. So far, nearly ~ 
1/4 million farmers h e been affected b on oin inte rated ro·ects, and a ~ 
similar number will be involved in new projects to be implemented or appraised. 
Tfiese are: Funtua, Gusau, Gombe; Lafia, yangba; Bida and Ilorin. To date the 
first three ro·ects have been successful and have full farmer and Government ~ 

ort. The success reflects goo management and the ability tu overcome e 
numerous logistical problems that occur in Nigeria. Development has been 
rapid and new problems have emerged as the projects outpace services provided 
by other agencies, for example, research and new technologies. 

4. For the first time, large programs have been planned and imple-
mented on target (without excessive cost-overruns), i e been improved 
and eo le feel part of the new develo ment. Under the well-managed nort ern 
integrated pr9jects, as at August 31, 1977, 92% of estimated target appraisal 
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disbursements had been achieved, Our remaining projects have only disbursed 
13%1 The low disbursement rate of the latter ct primarily the stan ar 

and financial control of the projects, and substantial de ays ...... -~~--.-conditions for loan effectiveness. 

5. · In the future, we must take account of past achievement and 
expand these projects to cover greater areas and other agencies. To do so 
with a reasonable chance of success means firm Government connnitment and 
greater dependency on a number of associated agencies that are not always 
particularly well managed. It also means Government and the Bank agreeing on 
some major sectoral issues, such as subsidies for farm inputs, and interest 
rates. However, it is also a reflection of constraints outside the control of 
the project management units including the inability of State and Federal 
Governments to process Loan, Project and Subsidiary Agreements, legal opinions, 
etc~, in a timely fashion; the creation of new States which has had a 
devastating effect on manpower availability; and the reduction of State and 
Federal budgetary funding to the projects, which in turn re uces t e Bank's 
inflow of compatible funds. This latter problem could seriousl affect the 
continued rate of development at Funtua, Gombe and Gusau, unless Government 
can made the necessary financial commitment to the projects. 

6. (c) Project Management. An analysis of agricultural projects indicate 
that there is a direct correlation between project success and the quality of 
senior project management. Generally, the projects are conceptually simple, 
using unsophisticated tested technology. Where mana ement is o_od and fully 
su ported by a committed State Government, success is generally assured. 
Nigerian management has proven adequate on the Cocoa Project and the Imo and 
Ondo Oil Palm Projects, but has been less successful on the more complex 
projects. In the North, the nk has assisted reatly, through the West 
Africa Region Agricultural Project Management Unit (APMU) in roviding 

atriate technical assistance to supplement inadequate local staff. 
Expatriate management, where utilized, has had the added advantage of providing 
a degree of protection to Nigerian staff, thus enabling the latter to develop 
their skills within a reasonable management and operational environment. 

7. (d) Training Programs for Nige a llL,Ojec staff. are· din all 
our projects and in the last year or so we have intensified training 
particularly in the North by recruiting experienced trainers. Furthermore, 
we have under active appraisal a project to establish an ricultural 
Management Training Inst tute that would be available to all sectors of the 
agricultural industry or training staff in management skills. Even so, no 
short term solutions can be found to the management roblem a art from 
employment of expatriates. 

Future Bank Operations 

8. Because of special technical requirements we are likely to have to 
continue with tree crop specific projects, such as cocoa and oil palm in the 
tree crop sector but in closer association with with farming system as a whole. 
It is doubtful whether specific second phase livestock and rice projects will 

- -· 
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be considered, but Bank livestock investment may be possible through a line 
of credit to the Nigerian Agricultural Bank, and rice development as a 
component of Regional agricultural projects such as proposed for the Bida 
Agricultural Development Project. 

- 9. -----=-------- agricultural d velo ment projects will b 
expanded statewide, startin Ka na State. Project sta n untua, 
Gusau and Gombe along with State officials are now preparing initial plans 
for statewide ro·ects for Kaduna, Sokoto and Bauchi States. The RTavision 
of Bas c Service Packages on a statewide basis is considere essential 
prior to more ca it ments. For example, large sea e 
i ion projects in northern Nigeria are economically viable, particularly 
in the drier areas, but are only likely to be successful where other develop­
ment needs exist. Similarly, successful implementation of a nationwide 
agricultural credit project through the Nigerian Agricultural Bank would 
depend on the availability of the Basic Service Packages, To support our 
ongoing projects and to improve management of associated agencies, the Bank 

' ---wi also as ist in establishin Mana ement Training 
.--..w..~te and will continue to provide the services of high quality 
expatriate management and technical staff. 

10. A more complete review of the agricultural sector will be 
undertaken in mid-1978 ~o identify projects at State and national levels, 
suitable for Bank lending during the next decade. 
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NIGERIA - PROPOSED LENDING PROGRAM FY1978~82 

Commitments in$ million 
FY 78 .FY 79 FY 80 FY 81 FY 82 

Rivers Oil Palm 30 
Imo Oil Palm II 30 
Ondo Oil Palm II 30 
Bida Rural Development 20. 
Ilorin Rural Development 40 
Funtua Rural Development II 20 
Gusau Rural Development II 20 
Gombe Rural Development .1 II 20 
Cocoa III 25 
Forestry 30 
Agricultural Management Training 

Institute l0(S) 
Agriculture Unidentified (I + II) 30 30 

Feeder Roads 30 
Road Maintenance 40 
Ports III 80(S) 

Kaduna Urban Water 25 
Onitsha Urban Water 30 
Makurdi Urban Water 20 
Rurai Water 30 
Urban Development 40(S) 40 

Power Distribution 100 
Power Unidentified 100 

NIDB III and IV (DFC) 50 50 
NBCI I (DFC) 50 
Fertilizer Project l00(S) 
Indust!Y Unidentified 80 

Totals 5() 155 285 310 ' 400 

Numbers of Projects (2) (5) (5) (8) (9) 

Total FY 1978-82: $1.2 billion 

9/19/77 I 
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NIGERIA 

RICE PROJECT 

Loan 1103-UNI 

Approved: December 1974 
Signed: 
Effective: 
Closing Date: 

Aprn 197 
October 1976 
December 1980 
$1.2 million 
Problem Project 

Disbursement as of Sept. 30, 1977 
Status: 

Project Description 

Development o 8 900 ha ·of swamp ric, of which 1,850 ha would be 
irrigated for a second crop. Lan e allocated in plots of 1.5 ha 
(rainfed) or 1.25 ha (irrigated). beneficiaries will be about 6,000 
farm families (40 000 familY- l}le 

Funds are included for: 

lan and development; construction of irrigation, 
diversion distribution systems 
construction of rice mills, with associated parboiling and 
storage facilities 

- rehabilitation of 186 km existing feeder roads; construction of 
117 km new all-weather as 
j;".rovis i on of ~redi.( , Pxt.eosi o.u and seed-multi ion services 
programs of aluation and training; feasibility studies for 
further development. 

The project is being implemented as t~w~oJl..lle_n~t~i~·r~e:;:..,---=--:::.i~:.:::;-::.;.: 
sub-projects, one in Anambra Stat~ 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 ing'..e.afil.ng 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 
45,300 
65,100 (U.S. exports only) 

The combination of hi h domestic inflation and a e 
rate curre aate.n--..~-.:1financial viability of Ni eria's 
import-competing crops, including rice. Since a raisal, the 
hie~--- ~--·~ ~ as risen by over 250%, while farmgate paddy prices have 

n ess incentives are restored reject area armers may 
traditional crops like cassava and yam more profitable than 

rice. The _pro uction 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 development costs in particular,the profitability to the farmer '< 
decreases. G ernment has o counteract this b subsidi-

80% of production costs are in the 
- --=;;......;;1. i~t~t~l~e impact and no significant 

ncr ases in output have occurred. Thus, Nigerian agricultural products 
- are becoming less competitive on the world market, and the need for ex-

chan e ises. Likewise Ni~erian products, particular1y 
fice , are not competitive with imported products. The Government is in a 
dilemma,since it is anxious to keep domestic food prices from further 
escalation, particularly in the urban areas, and can do this b importin 
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 Rice Project) 

Targets (appraisal) 

Targets (revised) 

·costs 

Costs 

{appraisal) 

(revised) 

Key project personnel 

R. N. Achike 

K. O. Ikonte 

C. I. Okechukwu 

G. S. Schokman 

_Project Implementation 

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

No change 

Project Manager 

Deputy Project M~nager (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 o 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 succe~sfully established. 

Land Development (he·ctares) 

swamp 
Irrigated 

Appraisal 

2,060 
900 

1977 tumulative) · 

Actual 

460 
414 

% 



The appraisal projected rice yields on swamp land to 
be 1.0 ton ha in the first year and rise to 2.5 tons/ha over a four-year 
period. These targets are being substantially bettered, and the latest 
supervision mission estimates average yields at between 2.0 and 3.0 tons/ha. 
This is in spite of the delay in recruiting a project agronomist, and the 
consequent weakness of the project team regarding fertilizer recommendations, 
disease control, etc. 

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 

7 the road component. 

Mills. The original milling engineer resigned for personal 
reasons; his replacement will take up his post shortly~ Tender specifica­
tions for three mills were recently approved by the Project Coordinating 
Committee. Modern rice mills will represent a major financial commitment 
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-
tai about rice incentives for farmers remains there is understandable 
caution in making such a heavy investme~t. In any case, given that at 
lease 18 months will elapse between the invitation to tender and the mills 
becoming operational, the project faces the roblem of ~akin interim 
m"lling arran ements for the s~ason's harvest. At present, the project has 
only one very small rehabilitation mill operational at Uzo Uwani. 

Project Costs. Revised estimated project costs s e sub-
stantial increase, and although the Anambra Imo Project is expected to 
remain via e, the 18% economic rate of return estimated at ap raisal will 
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 tte project. With 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 hav~ to . proceed on a state-by-state basis. -



G oss RIVER sUBP Ro~ 

CROSS RIVER RICE PROJECT 
(formerly South Eastern Rice Project) 

i 
Targets (appraisal) 

Targets (revised) 

Costs (appraisal) 

Costs (revised) 

Key project personnel 

M. Uttah 

F. E. Una 

G. G. Chowdh~ry 

G. Raju 

Dr. H. Singh 

R. V. Mag-iba 

Project Implementation 

G,270 ha. swamp rice 
40 ha irrigated rice 

1,700 ha swamp 
300 ha irrigated 
(unofficial - mission estimates) 

illion 

illion 

Project Manager 

Accounta~t · 

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 ro ress in Cross River State that led to the designation 

e .ce Project as a Problem ProJec. progres 
rough political, manageria, financia-1 and ---~ limitations. -, 

• In retrospect, it is clear that at appraisal the difficultie 
land clearing and -development •in the project area were underestimated. The 
main focus of tbe pp ~ sal team was to ensure that wa_ter supp ies 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 desi nated for the project are densely infested 
with oil palm or ra ia palm. The appraisa assume c ear-
JDf cost of N 220 ha, Eut in the event even contra O ha 
h e found virtuall no takers due to the adverse physical conditions. 

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



resources ere spread thinly in an attem t to 
of the Cross River simultaneously. ioB::U~ii~~iio:ll~ ~tel:O:ii::I~-~ 
State ba:s::beeu liesitant, for example in the area of filling 
shortages of middle level manpower on the project. It must 
that both gen and techn· of the 
below the stand_ards in Anambra ~nd Imo States. 

the chronic 
also be said 

been well 

Land development (hectares) 1977 (Cumulative) 

Swamp 
Irrigated 

Appraisal 

1,300 

Actual 

7 

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 Agricuiture may lea tter relations between State and 

ro ec ea i~. 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 
~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 supervision of the Cross River Project is 
considered crucial. The situation will be reviewed in November when project 
viability will be reassessed. However, unless a sol~tion can be found to 
the ·high cost of land clearing and other problems, the economic rate of 
return is expected to fall below the marginal 9% estimated at a 
or the Cross 
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1. In May 1976, discussions were he°Id with the Nigerian Government on 
current and future reI"ations with the Bank. They resulted in a redefinition 
of the Bank's lending and technical assistance programs and established 
Nigeria's primary interest in continued Bank lending for agricultural and 
rural development projects combined with technical assistance in these and a 
few other sectors. The eri Government saw, at the time, the principal 
role of the Bank as supporting projects where we had a major contri15u ion o 
make in terms o tee no o ical know-how, organization, management and training, 
as in agriculture. In other areas, such as infrastructure, industry and edu­
cation, they felt that results could be achieved more uickl without Bank 
pa tion, given Nigeria's resource position as then envisaged, which appeared 
·to ~ermit the financing of its development program without recourse to external 
borrowing. result Bank lendin rogram for the next few years contem-
plated on the average ·1 ion 

2. However; by the time of the 1976 Annual Meetings in ~nila, ·following 
a reassessment of the country's prospects, the Government re uested he Bank to 
substantiall i c lending to Nigeria. This request came as a result 
of a far more rapid and drastic turnar in Nigeria's resource position 
than had previously been expected, triggered by significantly higher public 
sector spending and lower oil revenues than assumed in the 5-year Development 
Plan. A rapidly widening resource gap is projected in the coming years, which 
is forcing Nigeria once again to resort to external borrowing on a much larger 
scale than before the oil boom. 

3. In response to .the Nigerian request, and in order to examine the "case" 
for increased Bank lending, an economic mission visited Nigeria in April/May 1977. 
The draft economic report 1/ which reviews recent economic developments and 
prospects and focuses on major policy issues was submitted to the Government 
in August, and its conclusions and recommEa1a'\tions will be discussed with the 
Nigerian delegation at the forthcoming Annual Meetings. A copy of the report 
is _attached. Because of its sensitive nature, distribution of the report 
within the Bank has been strictly limited. 

4. As part of the economic ·review, we have assessed the "case'' for 
-· expanded Bank lending in terms of overall economic and sector .objectives, policy 

criteria and lending strategy. On this basis, we have identified potential 
sectors or projects, in addition to agriculture and rural development, and have 
drawn up a tentative lending program. 

1/ Report No. 1690-UNI: "Nigeria: Recent Economic Developments and Short­
Term Prospects", dated July 27, 1977. 

g 
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5. The purpose of this paper is to submit the Region's position and 
recommendations to Senior Management for consideration and decision, so as to 
enable us to discuss· the Bank's posture with the Nigerians during the Annual 
Meetings. 

I. ECONOMIC OVERVIEW 

A. Recent Economic Developments and Prospects 

6. The Nigerian economy is currently facing the turnaround situation 
which was originally projected to occur about 1980. Earlie onomic rejec-
tions had created overly optimistic expectations by overestimating oil 

e m.:i.e s ana underestimat1n _ the growth of ublic expenditures, as wel as 
internal and international inflation. Currentlx in Nigeria there is consider­
able overs ending by the public sector serious domestic price inflation, 
stagnation in agricultu~e, cos price and sectoral distortions, and 
a rapidly widening resource gap. 

7. Nigeria's reaction to the re-emergence of a resource gap has been to 
opt for a fhigh gro - a e borrowing" strategy intended to k..e~p t e· economy 
growing at about 6-8% per year. This strategy can be justified, for the pre-
sent, given igeria s ow indebtedness and ability to borrow abroad, and its success 
is likely to be limited by Nigeria's .administrative capabilities rather than 

_ by lack of financing. · 

8. The performance~ of ~eria's economy over the ~ xt years depends 
significantly on her choice of~ ncentive policies and t ~ extent to whi~h 
fiscal control is imposed. The e conomy' _s heavy dependence ori the oil sector 
to provide export earnin-;s (92% of which are from sales of oil) and government 
r 'evenues ( 82% of which a~e from the oil sector) will not diminish over the next 
5 years. However, since oil ou ut will probably stagnate, around 2.2 m barrels 
er day, and oil prices rise only slowly, gro wi ave to come rom o er 

sectors and ,will rely heavily on continued Government spending ·(recurrent and 
capital) and continued ability to import intermediate and capital goods. The 
Government is currently facing a situation where it has exhausted its domestic 
bank balances accumulated during the first two years of the oil boom. At the 

. same time, international reserves which stood at a peak of US$6.2 billion in 
mid-1975 have fallen to US$4.7 billion at the end of July 1977 (the equivalent 
of five months' imports). The Government has . decided not to allow a further 
decline in reserves below current levels but is committed to maintain a 
rate of growth of about 6-8% p.a. while ~inimizing inflation. Although 
Nigeria is aiming at reducing the rate of inflation to 10% n.a .• it 
is unlikelY. to drop below the curren - %. Under these circumstances, 
it is evident that Nigeria has no ot er option tan to resort to external 
borrowing to meet its objectives. 

B. Majbr Policy Issues 
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expenditure cuts both within and between the recurrent and capital budgets. 
Since the five-year period under consideration also includes part of what 
would normally be Nigeria's Fourth Plan period, this concern also extends to 
the quality of resource allocation in the Fourth Plan. A related fiscal 
policy issue is .the cur~ent pervasiveness of Federal Government subsidies. 
These include direct consumer and producer subsidies as well as Government 
coverage of public corporation deficits and the cost discrepancy between. 
high commercial interest rates and the lower public sector interest rates. 
The· subsidy precedent tends to distort relative prices and exempt increasingly 
large portions of public revenues from the allocation processes undertaken 
during the planning and budgeting exercises. 

Nigeria's economic olicy-makers must also concern themselves with 
rovidi a bet er incen i ramewor.k encouraging irectly productive 

activities in the non~petroleum sect pci.n_cipall Y- in agriculture and ~ 
industry. While the Government has several options in this respect, a devalua-
ti f Naira would b most effective way of tackling the problem. 
Gradual .depreciations of the Naira woul appear to be politically more accept­
able than a single massive devaluation. The added benefit of a devaluation 
would be a marked improvement in ·the Federal Government's Naira revenue from 
the oil sector. If a devaluation policy is not acceptable, the Government 
would have to consider indirect measures such as the introduction of import 
taxes and export subsidies instead. 

11. In light of Nigerfa' s investment and borrowing requirements, it is 
important that the Government formul&1ie a ' a ional long-term domestic· and 
extern bor.rowin tegy. Equally illlJ2_ortant is a policy aesigne 
attract large amounts of private investment. Both foreign anq Nigerian lenders 
and investors are sensitive to Government policies in this area. Thus; the 
amount of private investment flows which can be .stimulated and the a.mount of · 
loans which th·e Government can attract will depend on the extent to which 
economic policy recognizes lenders' and investors' legitimate interests. 
There is, in particular, the need for streamlining administrative procedures, 
such that the Government will be able to meet its financial obligations promptly. 
Formulation and implementation of such a program is a significant prerequisite 
for filling likely resource shortfalls. 

C. Resource Gap 

12. Projections for the next five years have been based on the assumption 
that Nigeria will maintain fairly rapid growth and curtail public expenditures 
to a prudent level. Should this be accomplished it is likely that the accumulated 

• I 

current account deficits for 1977 through 1981 will total about US$10.5 billion. · l 
Direct foreign investment in Nigeria could total about US$3.5 billion during · 
this five-year period if the recently introduced oil exploration incentiv·es 
are successful and if the investment climate favors joint Nigerian-foreign 
productive endeavors in other sectors. This implies a need of about US$7 billio~ 

. e extel:tla.- over the five-year period and an even higher level of 
oan commitments. In making these projections, it has een e ta a 

will obtain sizeable amounts of quick disbursing loans which will be, of necessity, 
of fairly short maturity and mainly" from commercial sources. In fact, Nigeria 
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has already agreed with an international syndicate of private banks to arrange 
a US$1 billion general purpose loan, repayable over seven years at .one percentage 
point over the London interbank rate. 

D. Creditworthiness 

13. Nigeria's creditworthiness is not in question. Nigeria's outstanding 
external public debt at the end of 1976 stood at a very modest. US$953.7 million 
and the debt service ratio has, in recent years, been below 1%. The World 
Bank's share in Ni eria's b · al debt at the end of 1976 was 
the disbursed portion and 480 o the total including un is urse. hese 
sure ratios will drop rapidly in the next _few years as Nigeria begins to 
borrow heavily from other external sources. 

14. Our projections'indicate that net external bor · to the tURe of 
US$7 billion over the period 1 77-81 w__,.....,........_-.~ ebt service to 
about US$2 billion by 1982, equi¥a.lent cted export 
earningq-. On the assJ..llllption of an increase in Bank lending over the period 
as proposed in this paper, the Bank's share of public debt outstanding and 
disbursed would decline to about 8%, or about 14% including undisbursed, by 
1982. · 

II. ISSUES AND OPTIONS FOR INCREASED BANK LENDING TO NIGERIA 

15. As the preceding analysis suggests, there can be little doubt that 
in the absence of major oil price increases, Nigeria will have to borrow 
abroad on a substantial scale in the years to come in order to maintain 
recently achieved investment levels, and thus an acceptable pace of economic 
growth. Net capital inflow requirements over the next five years have been 
projected at about US $7 billion. The 1 in the last five 

__ .,_ .._has e.i:.ag.~ lig .a., with net.disbursements 
amounting to around US$20 million p.a. It is evident, therefore, that even a 
significantly expanded Bank lending program can fill no more than a relatively 
small portion of Nigeria's projected resource gap~ 

·16. Nigeria's modest external debt and negligible service burden, more- 1 

over, will not only enable it to borrow abroad on a substantial scale, but to 
exercise various options in respect of the sources .of external finance and 
the terms and conditions on which it is Provided. Access to "unconditional" 
loans, like ~he US$1 billion financing package presently being arranged through . 
an international syndicate of private banks, in fact raises the question as to 
what advantages Nigeria sees in borrowing from the Bank with "conditions" 
attached, and what we can hope to achieve in these circumstances by way of 
overall economic and sector objectives. 

17. It is diff~cu.lt to give a ready answer at this stage. While we have 
defined in broad terms our lending objectives and strategies, we will have to 
await the outcome of our discussions with the Nigerians in order to test their 
reactions and intentions. However, several factors .would support the premise 
that the Nigerian Government, notwithstanding other options, is looking 
towards the Bank for an increased role in support of its development program 
for the following reasons: 
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(a) Bank l oans are the only scmrce of Jan g t erm finance to 

(b) 

which Ni eria access at the present time and even 
ough the Bank's share in total external resource transfer 

may be relatively minor, it is an important element .in the 
Government's external borrowing policy; 

to 

the Nigerian economy 
managerial skills, the 
roeke by way of technical 

organization, management and training linked 
in selected sectors; 

(c) . In a· more general way, the Go e~rn~ro~e~n~_J.,,,--.,~---~, ·ng the 
Bank int e design and prepa · i 
be replicated wi4h their own resources; 

ts which can 
and 

(d) To an increasing extent the G ects the Bank 
to la a catalY-tic role in attracting or mobilizing 
other sour_ces of capital, particularly for major projects. 

18. These considerations are important objectives from the point of 
view of the Bank as well, particularly since they are designed to improve the 
country's absorptive capacity. However, there are additional overall economic 
and sector policy objectives which int.he context of Nigeria's current economic 
_situation are of equal significance to us. The country is clearly at a cross­
road, and much will depend on the extent to which Government policies will 
address themselves to the fundamental issues and problems which have emerged. 
This will be by no means easy in a society which has become adjusted to con­
tinuing oil surpluses. The ae.d for far-reachin · lie . ad ustments is ·not 
without olitical ·sks particularly now that the co~try is on the way·to 
returning to civilian rule, but they are imperative to assure sustained 
economic growth. 

I 

19. The Government, in trying to deal with the major problems it is 
facing, has taken some ad-hoc measures in certain areas, notably in curbing 
expenditures, but has oat fo r rou) ated or articulat ed any overall policy pro-

_posals. It has, however, expressed its willingness to discuss the major · 
policy issues with us. 

20. In these circumstances, we consider that the main objective of in- . 
creased Bank lending is to induce policy changes both at .the macroeconomic and 
s·ectoral levels through an intensified economic dialogue with Nigeria, and to 
assist the Government in policy formulation through an expanded economic 
work program. In order for the Bank to have any appreciable impact this will 
require, in the first instance, a substantially larger Bank involvement than 
in the past. It is of course possible that we may find the Government unrespon­
sive to the need for policy changes, in .which case the Bank will have to 
reconsider its position. Moving to a higher level of Bank lending clearly 
implies the inclusion of sectors other than agriculture and rural development 
in the program. The selection of the sect o.L·s and projects in the proposed 
lending program has been closely linked with the overall pQlicy objectives 
to be achieved.-
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Bank Lending Strategy 

21. A Bank lending strategy has been defined in only very broad terms. 
It is designed to support Government policies at the macrolevel to reverse 
some of the imbalances i'n the economy, and to restore appropriate incentives 
for agricultural and industrial development. Among the rincipal objectives 
are: 

(a) Tg i nauce Government to adopt policies in respect of 
public expenditure contr ols and a review of public sector 
i nvest ment priorities; · 

(b) -~~~~;;:....~..;.;.-;~=~-some of _t~h~eS:.....:!:!&il~g..i.~es 
r olicies, including in 

particular, an upward revision in interest rates; 

(c) To work with Government towards the introduct"ion of appro­
a rational 

strategy; an 

(d) To assist Government in the formulation and implementation 
of more effective poli 
the size of Nigeria's 

22. In addition to this overall . strategy, we have broadly defin'ed sectoral 
objectives which would justify Bank involvement. In examining the objectives 
and criteria for Bank lending in each sector we have selected those where we 
expect to make a major contribution, and have dropped others where we feel our 
involvement can achieve little or nothing at this stage. 

23. An important element in our lending strategy is the definition of 
minimum sectoral policy conditions on which we would agree with Government 
at the earliest stage of any lending operation. This approach will permit 
both the Bank and the Government to reach a common understanding in respect 
of the basic requirements for Bank involvement in any particular sector. 

III. SECTOR LENDING OBJECTIVES 

A. Agriculture }:./ 

24. The importance of agriculture and rural development to the future 
growth prospects of Nigeria is obvious, given Nigeria's resources and. excellent 
market potential for both food and cash crops. 

25. The Federal Government has pursued the policy of investing its 
current oil revenues, a wasting asset, in order to expand and to diversify .the 
economy in which agriculture is the dominant sector. 

26. Its commitment to increased food production and in turn a reduction 
in food i mports is reflected in its National .Accelerated Food Product i.on Pro­
gram (NAFPP), which essentially seeks to integrate various components including 

!/ See Appendix I 

.I 
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agricultural research, ext ension services, input delivery systems and markets 
which are considered essential for the future development of the agriculture 
sector. 

27. The Federal Government's long-term strategy in agriculture aims 
~t efficient and expande~ development of the sector, thereby helping to curb 
the existing population drift to urban centers and also to revive Nigeria's 
role as an expor ter of agricultural products. 

28. The main -~~~~~~--=~~~;...:~;:,:,.;:.:;..::=.:;.:.:~ the sector the 
lack of effe t iv 
delivery systems. In addition, there is also a need to aaopt and introduce 

· modern farming echniques and sound economic and financial systems appropriate 
to . the socio-ecological conditions of Nigeria. Furthermore, the expansion of 
employment opportunities elsewhere has indirectly r a ised the cost of farm 
labor through the constant migration from rural areas. 

29. _ Institutional def iciencies at both Federal and State levels resulting 
from technical and -managerial shortages are adversely affecting the planning 
and execution of programs and projects in the sector -- a situation which was 
recently exacerbated by the creation of seven new additional St~tes. 

30. The basic objective of Bank involvement in agriculture has been -to 
assist in increasing agricultural production and rural incomes through improved 
support service and better farm management techniques and training. / . 

31. Future -~--.;;;.;;;.:;.:..=;~ would continue to pursue these objectives 
but .additionally singly on: 

(a) Assisting the Federal Government in im roving its c_apability 
in rearing, appraisin al ·deve 
pro including programs for agricultural research and 
manpower training; 

(b) Supporting the Federal Government's _effort to decentralize 
· development by s t rengthening agricultural extension ser~ 

ices and institutions at the State and Local Government 
levels; 

(c) St henin the a· · of the Federal Ministry of Agri-
culture and Rural Development (Fr iARD) to plan, program and · 
control the development of the agricultura sector as a . 
whole; ana 

(d) Encouraging the· of Federal agencies such as · 
the Nigerian Agricultural Bank NA rketing 
Boards at -local levels. 

32. Clearly, these objectives could only be achieved over the long· run 
and whilst the focus to date has been aimed at meeting the more urgent short­
term objectives, it is nevertheless proposed to engage· the Federal Government 
in a comprehensive dialogue on the Bank's long-term objectives within the 
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context of an agricultural sector mission scheduled for the summer of 1978. 
Of particular importance in this respect is to reach a concensus with the Govern­
ment on the need to rationo.li7.e policies on pricing, interest rates and_ subsid/ 
policies. k:: 

B. Power 

34._ e eJ ectri city mmnly network is one 
of the top priorities under the Third Development Plan. To this end, the 
Nigerian ec r1.c Power Authority (NEPA) has formulated an ambitious ten- ear 
1976/77-1985/86, power expansion pro ram. This program basically consists of 
the installation of about 4 000 MW of new generating capacity, an extensive 
transmission system and a distribu · w c would extend power 
supply to the entire Nigerian territory. The total investment requirement 
for this ten-year program at today's prices is estimated at about US$7 billion. 

35. ectrical power cons although low by West African standards, 
has an annual Ye ar and is expected to 
grow at an even higher _.......,,__ e c.-u~~~~~~ One of the major reasons 
fo_r __ thi.p__ high expectation is the anticipated consumption of large industrial 
-projects. 

36. The execution of this current plan will probably be affect.eel by a 
number of factors. Three major issues can easily be identified: financial 
policy and internal resource generation, institutional defic_iencies, and 
planning and management constraints. As is the case in most developing 
countries, the weakest aspect of the power development plan in- Nigeria is 
distribution planning and operations. · 

37. Bank participation in the power distribution aspects of the t~n-year . /_ 
plan could help achieve a number of objectives: ~ · · 

(a) Improve NEPA's P,lannin methods for distribution development 
in order to reduce costs and delays in its execu ion; 

(b) Execute a tudY- on Nigerian energy resources which, among 
other things, would 1.n turn be 1.~s r 1.n the proper 
planning of power generation sub-sector in future stages; 

(c) Increase electric service coverage to the urban and rural 
poor; 

(d) Execute a study on the medium- and long-term marginal cost 
of electricity, which should serve as _a basis for establishing 
tariff and pricing poJicies This study and the power supply 
and demand balance forecast will ·t the Government to take 
decisions on e~ or~t~i~n~~~~~"-'-~~~._...g ______ ~- en1.n, 
Togo, Niger); and 



(e) Promote engineering designs ✓ of distribution project 
components to reduce cost and encourage local 
manufacture. 
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38. • Both the Government and NEPA are interested in a continued association 
.of the Bank with the power sector. There is also evidence that the Govern-
ment is changing its position on tariff policies. To tackle the major issues 
is obviously a longer-term proposition and will require a substantial involve✓ 
ment by the Bank for some years to come involving several successive loans . 
We envisage a Bank loan of about $LOO million in Y 1,.980, and a second . 
operation, not necessarily confined~ dist~~ ution, i FY 1982. 

C. Industry 

39. Industrial development in Nigeria is of significant importance for 
sustained long-term growth of the economy, both in terms of its contribution 
to GDP and employment generation . The latter is of particular relevance for 
absorbing ever-increasing off-farm unemployment. Bank involvement in the 
industrial sector could play an important role in supporting Government efforts 
~ romoting medium a ·d small i · enous enter rises .as well as a few large 
projects in selected areas. Such assistance would also meet the objective of 
assuring a more be.lanced development of the sector . 

Finance Companies 

40. Among the potential lending possibilities for the Bank, the NIDB Y 
perhaps ·1ater the NBCI, '?] rank fairly high. Both institutions will most likely 
have substantial borrowing requirements over the next five years, and in 
their case the Government is likely to encourage borrowing abrqad. As far 
as the NIDB is concerned, there is the advantage of a previous association 
with the Bank and .familiarity with Bank procedures and conditions. This woul'd 
allow the Ban~ to · increase lending outside agriculture fairly rapidly. 

! ' 

41. Even though the Bank was instrumental in setting up NIDB and has 
made two loans (apart from equity participation by IFC), there is room for 
further institution-building, particularly in the areas of financial control, 
prograIDI_D.ing and loan recovery. In addition, NIDB is in the process of 
widening its scope of operations, including sett ing up branches in some State 
capitals. While the major objectives of the Bank in respect of NIDB and NBCi 
would be to bring about improvements in these and possibly other areas, it 
would also afford the Bank a balanced approach in support of industrial 
development in Nigeria. Following a recent Government reorganization of 

'Nigeria's financial system, NIDB is now lending exclusively for public sector 
industrial investment, while NBCI is rimari y engag inf ent 
in medium and small enterprises in industry and commerce. 

42. While we have not yet identified any specific sectoral issues, we 
expect some to emerge from studies already underway and from additional sector 
and sub-sector reviews which we intend to unr9.ertake. A broader issue is the 
interest rate structure over which NIDB and NBCI have no direct control. How­
ever, progress in this area as borrowing requirements increase and surplus 
liquidity diminishes, is part of the Bank's overall objectives and as such 
must be linked to Bank lending in general. Involvement with NIDB and NBCI 
may provide us with more leverage. 

1/ NIDB - Nigerian Industrial Development Bank 
g/ NBCI Nigerian Bank for Commerce and Industry 

ui1~· 

l 
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43. The lending program envisages three loans in the DFC sector; two 
to NillB and one for NBCI totalling US$150 million over the five-year period. 

Major Industrial Projects 

44. The Government Development Program places heavy emphasis on the need 
to create an industrial ·base that can contribute to self-sustaining growth 
with less reliance on oil. The large-scale industrial projects in the program 
include an iron and steel complex, downstream diversification of the petroleum 

. industry, additional c-ement plants, agro-industries , . expanded rertilizer 
production and LNG projects. 

45. The c;.... has expre§sed interest in Bank participation in the 
iron and steel pro ject end a, fertili zer plant. In the case of the 
iron and steel plant, major contracts have already bee;- awarded to suppliers 
in conditions whichmost likely preclude Bank part icipation~ The G r et 
is sponsored by several major oil compani es which should be able to secure 
private sources of finance. 

46. The fertilizer pro ect, on the other hand, mi ht constitute a case 
for Bank lending because of its direct linkage with agriculture. 
is a ma or input in the agricultural sector as a whole, and particularly in 
the projects which the Bank has been and will be supporting in the future. 
Pricing (including subsidies) as well as distribution and marketing have been 
identified as major issues. Involvement in the financing of a fertilizer 
project would thus provide the Bank with the additional opportunity of assist­
ing in policy improvement, in addition to our major involvement in agriculture 
to. resolve the pricing and distribution problems. A firm Government commitment 
to that effect, however, would be an essential prerequisite for Bank participa­
tion. 

47. Discussions with the Government to be :t.nitiated shortly should 
determine whether there is common ground for a firm Bank involvement. If this 
is indeed the case, we propose that the Bank finance a major part of the 
project costs which are currently estimated at around US$500 million. We have 
earmarked a US$100 million loan for. FY 1980 for this purpose. 

D. Transport Sector 

48. Past involvement of the Bank in the transport sector was significant 
and covered highways, railway rehabilitation and port development. The extent 
of future Bank assistance to the sector is at present uncertain. From a 
general point of view there is little doubt that there is a prima facie case 
for Bank support for Nigeria's transport infrastructure because of its 
importance for Nigeria's economic development, its relationship with other 
sectors in ·which the Bank is interested and the role we could play in bringing 
about needed institutional and financial improvements as well as more rational 
investment decisions. 

4·9. The Government has so far not expressed any specific interest for 
Bank assistance in the transportation sector. Regarding development and 
improvement of highways there have been disa reeme ts between the Bank .and the 

., 

-! 
! 
I 
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Nigerian authorities in the past- ~,er economic criteria and .highway design 
standards. As a result, and because of its high liquidi ty, the Government 
had placed a premium on speed and even over-designing and opted for 
direct contracting, and has financed its massive investment program i~ this · 
area with its own resources. Any Bank involvement would clearly require a 
change in Government attitude and acceptance of Bank criteria, policies and 
procedures for highway projects. While there may be some indication that the 
Government will change its approach, we are not sufficiently sanguine at this· 
time to provide for any lending for major highway construction in the program. 

50. However, there are two areas which we propose to pursue with the 
Nigerians. The first is directly linked with Bank-supported agricultural 
development in the North. The expansion of these projects contemplated for 
their second stage will require new roads varying in standard from simple 
feeder roads to fully constructed AAYed r oad of the 
seconda road network. These development roads are obviously high priority 
and, on the assumption t hat Government endorses our proposals, we have made 
provision for a first US$30 million Bank loan in FY 1980. 

51. The second area concerns road maintenance. The objective would be 
to provide capital and technical assistance in a limited number of selected 
States to build up effective road maintenance organizations at State and local 
levels. We expect the Nigerians to be responsive to the need for support in 
this field and envisage a first project in FY 1980. 

52. The Nigerian railways pose ·a special problem. In spite of its 
declining role in past years in relation to road transport, the railways 
could have a viable future and successfully compete with . road transport 
given Nigeria's growth potential, but this would require a fundamentai 
financial, operational and technical rehabilitation of the entity. The' rail= 
w s are virtuall financia t and depend on huge Government subsidies 
to cover operating losses. The weaknesses in organization, management ·and 
operations are such that it would require disproportionate staff and financial 
inputs by the Bank which in relation to the risks involved in achieving even 
modest progress do not, in our view, warrant Bank involvement for the time 
being. The railways have received substantial technical assistance from other 
sources and the obstacles (largely political) which have prevented its effec­
tive utilization are not readily amenable to Bank action. 

53. Ports are of strategic importance for Nigeria's development to combat 
serious congestions at all major ports since the oil boom. The Government has 
embarked on extensive port expansion schemes, many of which are nearing com­
pletion, while more are at the planning stage. Our ~ast involvement in pgrt 
deve ent has not been overly successful in terms of ·the principal financ G 1 
and institutional objectives we had hoped to achieve, in part because of the 
civil war and the subsequent change in traffic conditions which followed the 
oil boom. The question therefore is whether through fut~re assistance we can . 
expect to achieve more satisfactory results. The major issues to be resolved 
are clear: improvement of the serious financial situation of the ports through 
realistic and cost related tariffs and cha_ ges, and in financial control; 
strengthening of management, administration and operations; establishment of 
a proper planning capacity in r espect of future development; and training at 
all levels. , Since these objectives can only gradually be achieved, the Bank 
would have to aim at a longer-term association with the ports. Two future 
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expansion schemes in Lagos and Port Harcourt might ne potentially suitable 
proj~cts for Bank assistance provided we can reach firm agreements with .Govern­
ment on key lending criteria. On this assumption, we have tentatively included 
a loan of US$80 million for port development in FY 1980 • 

• 

E. Water Supply 

54. The Government laces riorit on water suppl e as 
reflected in development program which provides for substantial in 
ments in new and expansion of existing schemes in both urban and rural areas. 

55. .,Water supply development in Nigeria is a State Government responsi­
~ility b~t the Federal Government is meeting 50% of the total costs of projects. 

56. Most State institutions have serious defi_ciencies in management, 
organization, technical expertise, staffing and finances. One of the reasons 
for the latter is that water charges are extremely low reflecting that, in 

'Nigeria as in many countries, water supply i~ regarded as a s~ci&l service. 

57. The Bank has so far not lent for water supply in Nigeria, although 
involvement in the sector has been envisaged for some time. Substantial 
preparatory work was undertaken and two urban water supply projects were in 
fact appraised in 1974 and 1975 (Western State and Kaduna). Neither project 
materialized for Bank lending. In the first case the Government is financing 
the project with its own resources, and the implementation of the second 
project has been delayed due to revised project scope and concept. Institu­
tion-building, training and improved financial management remain the major 
objectives for Bank assistance, but no overall sector strategy _has so far been 
developed. Assistance for rural- water supply to which the Government attaches 
high priority would be subject to a reconciliation of Government policies with 
current Bank policy, notably in the area of cost recovery. While there may 
be a case for subsidization of water supply in the rural areas · in the Nigerian 
context of redistributing oil resources, c rec e is a major i ue which 
would need to be resolved. We will pursue this and other related issues with 
Government in an effort to reach an early und~rstanding. 

58. In terms of lending options, WJL5~h~auY~ ..w..i.,U;;,j..&..~'--~~..i..5,!_!S;~ ..... ..i...!ii.c.l=... 

priority to urban rejects in a few selec~cd States which have expressed 
in erest in Bank assistance and where we can expect responsive attitudes towards 
needed institutional and financial improvements. In -each case we can expect 
only gradual progress toward these objectives, and we would therefore have to 
aim at a longer-term involvement. 

59. Accordingly, we have made provisions for t~ree urban projects in 
FY 1979 and FY 1982, and for a poQ.§ib ro ect in su ort of rural water 
supply in FY 1981. 

F. Housing and Urban Development 

60. Although Nigeria's housing and urban problems have not been compre-
hensively reviewed by the Bank, there is enough information to conclude that 
@Srious problems exist. Rapid urban growth has resulted in overcrowding, -
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congestion, lack of essential services and high rents, resulting in slum and 
squatter settlements in practically all of the major urban centers in 

. Nigeria. 

61. Recognizing the increasipg seriousness of the situation, ~he Govern-
ment has formulated an ambitious program aimed at sharply increasing housing 
construction especially- for low-income groups. The program entails direct 
construction by both -Federal and State governments as well as expansion of 
credit facilities to enhance private housing· construction. 

62. Among the major issues concerning urban development are: 

(a)' The lack of qualified personnel at both the Federal and 
,:'state l evel s; 

. 
(c) The need to addr.ess mp-lo~ent generation schemes in up-

grade areas; and 

(d) The lack of atte ion to ~~--~~:..: 
community services. 

facilities and 

63. The main Bank objective in the sector would be to follow an approach 
which has been successful in rural development in assisting the Government's 
program by developing demonstration (or seed) projects for sites and services, 
slum upgrading and related improvements in selected urban centers · or State 
capitals which would then b·e replicated in other cities. 

64. The Government has expressed interest in Bank assistance and we 
envisage a substantial Bank involvement in this sector over the next years, 
embracing a series of operations. An identification-cum-preparation mission 
is scheduled to visit Nigeria in the near future and a first lending o eration 
is e~visaged to materialize in FY 1980. 

G. Education 

65. The Bank's strategy in the education sector has been to assist, 
through three projects, in the diversification of the ~econdary school curri­
culum, in the training of teachers, in the expansion of technical and voca­
tional training and in redressing, imbalances in the regional accesf:;, .to educatio.n. 
This strategy remains basically valid but would need to be modified to place 
greater em basis on profession§] apg vocational training including pubiic 
administration. This might include establishing basic institutions for the 
administration, management and planning of education. Some State governments 
have e:xpressed a strong interest in Bank assistance for new projects and we 
propose to initiate a dialogue with the Government with a view to identifying 
·suitable projects in the area of professional and vocational training. It is 
possible, therefore, that an education .or trainine project could be included in 
the lending program in later years. However, given past experience, any such 
project would be limited in scope and confined to selected States. 
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IV. PROPOSED LENDING PROGRAM 

66. The lendin rograrn we are ·proposing ·forthe next five would a.mount 
to US$1.2 billion as detailed in the -a ace a e. Gross dis ursements would 
increase rom a current level of about US$5O million-to around us$125 million by 
1981. 

67. There is a fairly strong case, we believe, for a further substantial 
increase in Bank lending to Nigeri a, say to US$1.5 billion over the period. 
However, b_ecause of the lead time necessary to prepare projects and the 
notoriously slow pace of the Nigerian administration, we have kept our expec­
ted level' of commitments to US$1.2 billion, which we think is feasible . . How­
ever, to achieve this commitment level we will have to work on a substantially 
higher ope~a ·o s Rrogram because of the exceedingly high s l i ppage factor in -
Nigeria, which will undoubtedly be exacerbated by the country's return to 
civilian rule. 

68. The lending program as presented in this paper is necessarily tenta- · 
tive, and the individual amounts of the various loans merely indicative at this 
stage, for obvious reasons. In the first instance, our present knowledge of 
sectors other than agriculture and power and to a somewhat lesser extent NIDB, 
is not such as would permit us to establish clear-cut lending possibilities. 
These .can be firmed up only after extensive work in practically all major 
sectors. The omission of certain sectors from the program, such as education, 
moreover, does not imply that we do not see a role for the Bank, albeit at some 
later stage. 

69. Secondly, we do not kno;w what rea ct ions we can expect from the 
Nigerian Government i n response to the proposed program, and more importantly, 
to the overall economic and sector policy issues on whi ch we want the -Govern­
ment to take action as part of our lending strategy. This will have to be 
established in the forthcoming discussions with the Nigerians. 

70. For the time being we have assumed. that Bank financing should be 
confined to covering the foreign exchange cost of projects. However, we may 
have to review this posi tion should it bec0me clear that a higher Bank contri­
bution is warrante_d. 

V. STAFFING 

71. Obviously to more than double our current level of commitments to 
US$1.2 billion for the five-year period FY1978-82 will require a very high staff 
input on our part. In presenting our FY78 budget request we had warned that it 
was based on our present low level of involvement, exclusively in the agricul­
ture sector. If Senior Management agrees to our approach as presented above, and 
if we can reach a preliminary understanding with the Nigerians during the 
Annual Meetings . on the proposed l ending proeram, we would have to develop at 
o work a ers and related staffin needs. We would also review 
our present operational set up, i.e., field versus Headquarters staff. 

1./ See Appendix II 

• 
I 
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72. At present. the Lagos Mission consists of the Chief of 
Mission, one economist and two nom1st and one 

inancial analyst. has been vacant 
since June 1976. At Headquarters we have one country economist, one liaison 
officer and one operations assistant. This is clearly inadequate to handle the 
envisaged expanded program. However, we shall not be in a position to outline 
detailed staffing requirements until we have a clear agreement on the scope and 
direction of our future activities. In the meantime we would propose to re­
arrange our own forces at Headquarters on th~ Programs side on an interim basis 
to lay the ground for a future expansion. · In that respect we would designate 
a team leader at Headquarters and transfer ba,ck t o Headquarters the field loan 
officer osition and redefine the responsibility of one field staff to give 

y n~eded support to the Chief of Mission. There would be no immediate 
budget implications to these moves. 

73. Given lead times competent staff, we envisage that we . ~?,. 
would, however, ne durin FY78; we have 
in mind one additio ·ented economist 

· on the Programs side These additional 
positions would be defined as soon as we have firmed up our program with the 
Nigerians and would be integrated into our FY79 budget submission. 
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. VISIT TO INTERNATIONAL INSTITUTE 
FOR TROPICAL AGRICULTURE (IITA) 

IBADAN 

Annex VI 

Briefing on IITA program giving emphasis ~o those 
areas of activity where the research product is 
being rapidly transmitted to the small farmers. 
The four main programs comprise: 

Cereal Improvement Program (C.I.P.) 
*Farming Systems Program (F.S.P.) 
*Tuber and Roots Improvement Program (T.R.I.P.) 
Grain and Legume Improvement Program (G.L.I.P.) 

*These two programs will be described in 
some detail 

Field Trip 

The field trip will comprise a tour of the research 
station concentrating in the main on the Farming 
Systems Program and the Tuber and Root Program 

Farming Systems Program . 

. · I I 
(1) Emphasis will be given .to the minimum tilla~e 
techniques being developed to establish continuous . 
cultivation in place of the ~raditional shifting 
cultivation combined with a ~eriod under bush 
fallow 

(2) Tour of the model being developed for small­
holdings aimed at maximizing land use and computing 
inputs/returns at different ·levels of technology 

Tuber and Root Improvement Program 

Will be given an overview of the program where bene_fi ts 
are rapidly being transferred to small farmers in 
Zaire. Nigeria and other .West African countries 



' INTERNATIONAL INSTITUTE OF TROPICAL AGRICULTURE 

BIOGRAPHICAL DATA OF PRINCIPAL OFFICIALS 

WILLIAM K. GAMBLE 
Director General 

Dr. Gamble is an American, he ~olds a Ph.D. degree in agriculture 
from Cornell University. He has more than 20 years experience in 
international agriculture. He joined the Ford Foundation in 1955 as 
program specialist in agriculture for Burma, and served in a similar 
capacity in South and Southeast Asia. Later he became Ford Foundation 
Representative for Mexico and Central America, Colombia and Venezuela, 

- and finally · Re resentative for West Africa, headquartered in Lagos 
where he remained un s appointment as the third Director al 
of IITA in September 1975. 

Dr. Gamble is married and has three children. 

DR. IVAN WILLIAM BUDDENHAGEN 
Assistant Director and Program Leader 
Cereal Improvement Program 

..,. 
Dr. Buddenhagen is American and Plant Pathologist by training, 

having taken his Ph.D. in Plant Pathology, ·Breeding and Genetics 
in 1957 from Oreg9n State University. He was a Fulbright Scholar 
in the Netherlands in 1954-55. He has had experience with the 
United Food Company in Costa Rica, and Honduras and has -\ione con­
siderable plant p~~hological work in Pakistan, Philippirl~s and India. 
He joined IITA in 1975 and has been program leader for CIP since 
then. This program deals principally with maize and rice. 

n·r. Buddenhagen is married with children. 

l ! 
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DR. JOHN COLMAN FLINN I . 
Assistant Director and Program Leader 
Farming Systems Program 

1 

' : I 
Dr. Flinn is Australian and was educated at Melbourne University 

and at the Univer~ity of New England, Australia, where he obtained 
his P He was in 1969 Associate Professor for Agricultural 
Economics in the University of Guelph. He was, also, a Teaching Fellow 
and a Temporary Lecturer at the Agricultural Economics Department of 
the University of New England. He had some experience as an Agronomist 
in Tasmania Department of Agriculture. He joined IITA in 1973 as 

· nomist in the Farming Systems Program. He stood- i~ for 
the Director for Research for a few months and on 1st April, 1977, he 
became Program Leader and Assistant Director for the Farming Systems 
Program. 

The Farming Systems Program conducts research into finding an 
alternative to shifting cultivation which is a normal feature of peasant 
agriculture in the tropics. It, therefore, focuses attention on soil 
physics, soil fertility, soil erosion and continuous cropping without 
any significant reduction in yield. The program also pays attention 
to tillage problems (mainly zero tillage) and the design and fabrication 
of farm tools which the village blacksmith can maintain or repair. 

Dr. Flinn is married with children. 

' f 

DR. SANG KI HAHN 
Assistant Director and Program Leader 
Root and Tuber Improvement Program 

.,i 

i I 

Dr. Hahn is K~rean and took his B.S. and M.S. degrees in Korea 
and his Ph.D. at the University of Minnesota. He has been in the 
field of plant breeding and genetics all his life. He joined IITA 
in 1971 and has been lant rand program leader and assistant 
director in charge Root and Tuber Improv his program 
focuses attention on the research and production problem .of cassava; 
yams, ·sweet potatoes and cocoyam (colocasia spp.). Dr. Hahn and his / 
team have succeeded in producing resistant varieties of cassava to ~ . . 
cassava mosaic and cassava bacterial blight diseases. hi~ progra 
·ha by far made tll ~ea-&e&t i-mpact on armers in ~re_as where cassava 

ver.y; imP-Ortant. The program has, also, succeeded in the genetic 
improvement of yams ·through diversity in the number of clones avail­
able and through the use of seed rather than vegetative propagation. 

~ ~ 
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DR. PETER RUSSELL GOLDSWORTHY 
Assistant· Director , and ·Program Leader 
Grain Legume Improvement Program 

Dr. Goldswort~y is English and was educated at the ' University 
of Leeds, UniversHy of Cambridge, ·Imperial College of Tropical 
Agriculture, Trinidad, and the University of Reading where he 
obtained his Ph.D. in 1969. 

Dr. Goldsworthy was an Agronomi~t in Northern Nigeria for 
many .years before he was appointed as a Research Scientist in CIMMYT. 
After · servi_ng for about six years in CIMMYT, he was appointed Program 
Leader and Assistant Director for GLIP at IITA. His program concen­
trates on grain legumes like cowpeas; soya bean, lima bean, yam bean . 
and other miscellaneous legumes. 

Dr. Goldsworthy is married with children. 

OR . BEDE NWO 
I • 

Dr. Okigbo is Ni erian and took his Ph.D. in 1958 at Cornell · , 
University. His areas of specialization have been in AgrQnomy and ~ c ~­

Crop Production. Dr. Okigbo has had varied experiences !n Nigerian 
Government Research institutions before taking up appoiD}ment with V ,,,,,,, 
the University of 1 Nigeria, Nsukka, where he rose to become Dean of ) I V[1: 
the Faculty of Agriculture. He joined IITA in 1973 as Program Leader - ~ 
of the Farming Sys~ems Program and in April 1977 he was appointed . ~. ~ 

Deputy Director General of the Institute. , ~ • f) 
Dr. Okigbo is 1 highly respected in scientific circles 

He was for many years the Chairman of the Agricultural Research 
Council of Nigeria and now the Chairman of the Agricultural Research 
Department ·of the National Science~ and Technological Agency. 

He is married with children. 

' I 
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Program Leader 

Dr. Reeves i, ; American and was educated at the University of 
California, Davis, where he obtained his B.Sc., M.Ed. and Ph.D. 
He has had considerable experience in extension educatibn both in 
and outside the United States. He joined IITA in 1972 as Assistant 
Director and Program Leader for Training. His main work consists of 
organizing workshops, seminars and training courses for people 
brought from different parts of the world to become acquainted with 
the work that ~s being done at IITA. He, also, has some responsibili 
for the appointment of · post-doctoral fellows and in gutd.ing · ·them · tn 
cooperation -with the appropriate scientists through their stay at 
IITA. 

Dr. Reeves is married with children. 

DR. SISHTA VENKATA SEETHARAMA SHASTRY 
Director for Research 

I , 

I : 

I 
Dr. Shastry is Indian and had his university educat~on in India 

and the University~of Wisconsin where he obtained the M.~c. and Ph.D. 
in Genetics. · 

, I 

Dr. Shastry h$S had tremendous experience working w~th the Indian 
· Agricultural Research Council, as well as the FAQ in Ro~. It was from 

FAQ that w• recruited him as Director for Research in July 1977. In 
this capacity, he ~oordinates ali research activities in the various 
programs and gives leadership to all research scientists. 

Dr. Shastry is married with children. 
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· TO: 

FROM: 

SUBJECT: 

WORLD BANK/ INTERNATIONAL FINANCE CORPORATION Annex 1 

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

Montague Yudelman · ~,. 

Visit to Northern Nigeria 

1. I joined a supervision mission visiting the Funtua and Gombe 
agricultural development projects from June 12 to 21. I also visited 
the IAR at Zaria. The mission was headed by Hr. Zuckerman who was 
supported by Mr. B. Wilson of your staff and two consultants, Mr. H. Adams 
(Irriga·tion) and Mr. P. Calkin (Marketing). The mission was well and ably 
led and all members worked very dili8ently and very long hours. They will 
be writing their own report on detailed aspects of the project. 

2. . I was given every opportunity to visit a wide spectrum of persons 
in the project area. I met traditional leaders, emirs and chi~fs as well as 
government officials. I attended meetings of various bodies concerned with 
the projects, ranging from the Project Executive Committees to local committees 
dealing with managing farm service centers. I met many farmers and had the 
opportunity for lengthy discussions with the project staff. I also travelled 
extensively throughout the project areas. 

'3. Any remarks have to be tentative. The projects have been operating 
for less than two years. The areas concerned are large and there is a very 

omp,lex re a.tio.oshi between the state authorities and the tradition ders. 
In addition the recent reorganization o igeria into 16 states, the changing 
Federal-State relationship and an apparent vacuum at the local ·government level 
make it difficult to assess the institional fr'arnework in ·which these projects 
must operate. Despite this though there are a series of general observations 
that can be made with a deg~ee of confidence - some of these bear on the future 
of these pr(?j ects. · 

4. The first and most significant observation is that the projects are 
demonstrating that the "conventional wisdt5" for agricultural development works 

.f::'\This "wisdom" is that good ~astructure, \ a u~table ~chnological acka .,e, 
\:6/~ood distribution acilitie~dequate advisory and mark n° sand a 

avorable cost-price ratio are essential for an incr s ut. The projects 
provide the needed ingred ents: roads, extension services, distribution centers, 
markets and a package for corn and cotton and a very favorable profit - there is 
a 75% subsidy on fertilizers and prices of output are above world levels. In 
addition there is active support from government and traditional leaders. The 
projects ~lso have very capable and ~nergetic ~anagement with all ·the accoutremont 
to do the job - vehicles, skills, radio communications, funds, etc; in addition 
management have considerable authority within "their" project areas - and so are 
not encumbered by delays due to bureaucratic procedures. 

f ( 



Annex 1 

Mr. R;. Chaufournier - 2 - June 29, 1977 

5. A factor facilitating the project is that it is built on the 
first hand experience of some Hank staff members. Several senior staff 
members were in the service of the previous (colonial) administration. 
They know the region, the ago-climatic envi.ronment and the potential there. 
There was also a legacy of pilot projects and crop testing programs, some of 
which were run by current staff· members in the Bank. In other wor9s there 
is an el~ment of sunken investment that is yielding unexpected dividends. 

6. There is no doubt whatever that the ro ect is well received • 
. Governors, emirs, chiefs and farmers all praised the projects - many elt 
that agriculture had been "negle cted" before the projects were introduced, 
and the projects were indicative of changed attitudes by the government. 
Speakers from outside the proje ct area came to meetings to request that the 
project benefits be extended to their people. Whatever complaints were heard 
related to details about tractor services, adequacy of supplies, timing of 
distribution of inputs etc. While each project varies somewhat in design, 
there does seem to be a moderate degree of producers participation in the 
projects at the· local level. However, since the proj ects are in a quasi-feudal 
a a, most signals are given by the traditional leaders and tfie r co orts. To 
expect otherwise - at this stage - would be somewhat unrealistic, so that while 
there is 'popular' support this is not necessarily the same as participation in 
management. (This may be a major problem in the long run). 

7. There are some issues for concern. The first of these relates to 
the goals of the project. If the object is to increase yields, then this goal 
is not only attainable but aR2raisal estimates may well be exceeded (with the 
weather being a factor). However, it is conce va e that the short term object '1 
can be achieved without attainin~ longer term objectives . partly because the se ~ / '1'.. 
have yet to be fully articulated. The ·ects could well "close down 11 after JC 
five years having achieved yield increases but, thereafter, there might ea 
minimal impact, without any sustained increase .in output. This would arise 
if the proJ ect~ are.not 'institutionalized', a~e .not part of a larger strategy 
and do not" involve grea·ter f armer participa.tion. · (It is not fanciful to assume 
that 'successful' projects can disappear without leaving a trace vide AID 
experience with servicios in Latin America). · ✓ 
8. I would suggest that the cor orated i to a coherent 
s rat e agricultural devel rn Ni eria~ They can be part 
of a broader based e ort that would include functional programs as well as area 
programs. This would tnvolve strengthening research, extension, credit, marketing 
and storage on a state wide basis. I would recommend a sector mission be 
organized with the purpose of articulating a strategy and the way in which 
existing projects can be part of the process of agricultural development. To 
this end such a mission might start by examining Bank experience in Malawi where 
such an approach is being followed. Once such a strategy has been evolved then 
it will be possible to "fit in 11 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 where there is a growing food deficit i.e. 
where there are plenty of alternative employment opportunities. 
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Mr. R. Chaufournier - 3 - June 29, 1977 

9. I would also like to comment on the following: 

a) Managerial manpower. It must be accepted that there is an 
absolute shortage of trained Nigerians in the North. - Management talent is 
scarce and so are agricultural skills - d_emand far outruns supply i~ a booming 
economy. Nothing is to be gaine~ by shuffling people around; expatriates will 
be needed for the foreseeable .future·. The Bank should face up to this fact, and 
recognise that it has no option in the short run but to use expatr~. 
Arrangements should be made to ensure an adequate supply of managers through an 
aggressive recruiting program and the strengthening of AP!1U. 

At the same time -there has to be a greater "training" effort. Projects 
ld inco fellowship opportunities; there should also he aJ)I'ogram ~ -

bx ·s used to train all levels of personnel for future ro rams. 
This has yet to be done. 

b) Institutional evolution. A fundamental problem is one of broadening 
the base of the projects so as to widen their coverage, and to "leave something 
behind". It is conceivable that the projects could have a considerable short 
term input without any lasting im~act unless they are embedded in the government 
framework. I have said the best way this can be done is by shifting away from 
an area emphasis to a functional approach based on state level institutions, 
i.e. strengthen state services or set up semi-autonomous state agencies to 
operate certain services (e.~. State Development Corporation to handle distributiorr 
of inputs). Over time the state agencies could be -grouped together as part of a 
national effort. This should be seen as part of a long term program for 
agricultural development. 

c) The projects themselves should str~ve for a balanced approach to 
agricultural development. There is· a special sector to deal with large farmers -
there should be a sector to examine, advise on and implement schemes to help 
small farmers. 

d) There m ome ad ustments for cost recover. This -is a very 
delicate area and one which will involve a dialogue with the ederal Government. 
As it is the neo le 1 v oi t area and pay- nothing 
for it); some very rich people are undoubtedly getting much richer. Cost 
recovery also involves paying for maintenance. 

e)There is a danger that the project management - by virtue of its 
strength in a weak administrative set up - will become overloaded. · It should 
resist the temptation to take on too many functions unless these are to help 
test approaches that fit into an overall strategy. 



Annex 1 

Mr. R- Chaufournier - 4 - June 29, 1977 

f) There is an urgent need for the development of new varieties 
of traditional crops. There must be a regional research effort to support 
the projects especially in relation to millets and other subsistence crops. 
This issue will become acute when the current knowledge has been disseminated. 

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

cc: Messrs. Baum 
Van Gigch 
Zuckerman 

MYudelman:lkt 



NIGERIA 

FUNTUA AGRICULTURAL DEVELOP}fENT 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: 
Total Project Cost at Appraisal: 

$14.3 million (95% of appraisal estimate) 
$57.6 million 

Appraisal estimate of internal rate of 
return: 

Project Description 

-On farm development ·farms 
Staffing and equipping an extensions 
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 

• Proj ~ct; Area 

Establishment of a central Monitoring and Evaluation Unit to co-ordinate 
the field evaluation units of the five agricultural development 
projects (Funtua, Gusau, ·Gombe, Ayangba, and Lafia). 

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

Rural Population : 450,000 
Number of farm families . 86,000 . . 
Average family size 5.3 
vaiue of Gross Production 

per capita . $240 ·(1976 prices) . 



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 ma in excelfent 
progress despite the rather difficult circumstances prevailing in Nigeria. 

armer response has been very enthusiastic. By the second season of the 
project, 29 per cent of project area farmers are estimated 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 r.ecruited 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 Nigerians 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 
geogFaphic coverage of the project and the State Government is anxious to 
meet this request. The technical, organizationaimanpower 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 Monitoring and Evaluation Unit 

This unit has been established as a department of the Federal 
Department of Rural Development and unctions as the Federal Government's 
link to the State Develo ment Projects. The un t prov es operat anal 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 immedia~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 

GOMBE AGRICULTURAL DEVELOPMENT PROJECT 

Loan 1164-UNI $21.0 million 

Approved: 
Signed: 
Effective: 
Closing Date: 

December 1974 
September 1975 
December 1976 
July 1982 
$6.9 million (63% of appraisal estimate) 
$42.1 million 

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

return: 

_ Project Description 

- On farm development on 58 2000 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. 

Project Area .. . 
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 m~a_kr i~ .. -.aw~~~.r~e~s;.::;s 
_despite the rather difficult circumstances prevailing in Nigeria. Farmer response 
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has been very favorable. Fe tilizer usage, a key input, is expected to increase 
from 500 tons/annum b fore the O tons/annum b 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 pro ram is also very well received o ening u 
communications in the project nifi ntly. T~e infrastructural program, 
as a whole, has proceeded on schedule due to en rgetic project management using 
local contractors. In a period of hi h internal inf ation, and despite delays in 
project start-up due to staffing problems, total costs o the project as ori inally 
conceived, are not expected to be more than 12 er tan 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 a levels r itical 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
siderable attention both inside and from outside the country. The State are 
now asking that the geographical coverage of the project be extended. 



• NIGERIA 

ONDO, OYO, OGUN AND BENDEL STATES COCOA PROJECT 

Loan 1045-UNI $20 million 

Approved: 
Signed: 
Effective: 
Closing Date: 

June 1974 
October 1974 
October 1975 
September 1981 
nil Disoursements: 

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 division of the former Western 
State. is now being implemented in four States and comprises of: 

replanting 28,800 hectares of high yielding cocoa varieties, 
(24,800 ha in the 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. -r 

State was 
28,400 ha 
been less 
appraisal 

The project planting targets set for the areas under the former Western 
in 1976 exceeded by 3,600 ha, bringing the total project planted area to 
(45,800 ha if phase I area is included). In Bendel State progress has 
satisfactory and only 760 ha has been planted compared to the 1,680 ha 
target. 

3. The division of the former Western State into three new States (Oyo, 
Ondo and OgunJ had 1e to organizational, managerial, and administrative problems 
which have affected loan disbursements. The former single Cocoa Deve o n t _ 
(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 
connnittees, Tender Boards, and senior and junior staff • 

• 



Approved: 
Signed: 
Effective: 

NIGERIA 

BENDEL STATE OIL PALM PROJECT· 

Loan 1183-UNI $29.5 million 

June 1975 
December 1975 

Closing Date: 
• October 14, 1977 

Decemb·er 1984 
Disbursement as of Sept. 30, 1977: nil 

Project Description 

of: 
First phase of an integrated oil palm development project consisting 

- planting- 8,000 ha of smallhoJ.de o ·1 palms· 
· operation of a smallholder grant/credit scheme; . ....._ 
improving 300 km of earth roads; 
staff and smallho er train ; 

- · .planting/replanting of 8,000 ha oil palm nuc state; 
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 projec!=._, 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- -piant:ing targets to·· cfate ___ _ 
have been achieved, although not in accordance with the original project design. 

llholder progress has been negligibl , oil palm plantings totalled 750 ha in 
the first two years compare wt , ha estimated at appraisal. There have 
been managerial, staffing and funding problems affecting both the est~te and 
smallholder componen. e managemen nesses 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 review (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 ove.r 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 ana reported tQat although major 

I 



problems remain (e.g. important staff appointment unfil'led and poor technical 
standards) there has been a modest im rovement, particularly in the completion 
of conditions of effectiveness. More importantly, a new Permanent Secretary 
of Agriculture has been appointed, which 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 substan~ial i~crease, and although the project is 
expected to remain viable the 18% economic ate return estimated at 
appraisal will not be achieye,g_. Assuming the project implementation improves, 
the Bank would make an in-depth review of the project and the Monitoring and 
Evaluation Unit in early 1978 to assist and redirect the program if required. 



Approved: 
Signed: 
Effective: 

NIGERIA 

ONDO STATE OIL PALM PROJECT 

Loan 1192-UNI $17.0 million 

June 1975 
September 1976 

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; 

training of staff and smallholders; 

improvement of 184 km ea.,rth 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-
factoril. The planting programs have been revised and targeted planting areas 
are expected to be reached in 1980. 

3. The project is no~ 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: 

June 1975 
February 1976 " 
April 1977 
December 1984 
$0.4 million Disbursement as of Sept. 30, 1977: 

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 progra~ has 
been revised. However, the project is adequately staffed and has the technical 
and manage ial resources to achieve the full planting target by I9ao, ng 
.financial and administrative suppor s orthcoru ng State • 

• 

- ' 11 



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; 

credit and technical su~~o~r ~t .....:;t ~o--'.w..~r.ww.t.;..!~ 
and settled Fulani to establish 

- providing c~, ,~~~~~~~~~;...~as;s;i~s~t~a~n~ce:=::,,_under a pilot 
scheme for ers 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 
(NC) State; 

carrying out pasture improvement research; establishing a pilot 
pasture seed production scheme; and providing ta nin facili­
ties for government officials, farmers and herdsmen in practical 
cattle and pasture management; 

establishing a pool of heavy equ:~ 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 is a roblem ro·ect. Effectiveness took more than a year due to 
delays in appointing staff, sign1ng subsidiary loan agreements and establishing 
LPU. Physical Qevelo ment has been disap ointin 1 slow due to: 

. r 
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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, Nat.ional 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 wouid be required. 

The review mission has just completed its field review and 
its preliminary report is attached as Annex I. 



NIGERIA 

Annex I 
~age 1 of 3 

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 

Appr_aisal Estimate (E) 

Supervision Mission 

Latest 

Next 

The Project 

US$2. 02 million - A/E - 20'1, . 

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 .pl'oject, due to: an ineffective 

0 
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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 

a) 

from the Permanent Secretary FMARD and from FLD to its recommendations. 

These are: 

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. 



. b) · 

c) 

d) 

5. 
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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 

~o 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. 

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. 

Finance A financial controller would be appointed; adequate 

immediate and long term finance is required to meet loan agreement 

commitments. 

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. 

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 



~IGERIA 

AYANGBA AGRICULTURAL DEVELOPMENT PROJECT 

Loan 1455-UNr US$35 million 

Approved: 
Signed: June 28, 1977 
Effective: 
Total cost of project at appraisal:· 
Appraisal estimate of internal rate 

Not yet 
c s$114.0 mil15:_§D 

of return: ® 
Project Description 

On farm agricultural development o 
Staffing and equipping an extension service 
Staff and farmer training 
Provision of -a nuts 

family 

Segsonal and medium-terms loans or farm in us 

,-

Development of seed multi lication farms and registered seed growers 
Infrastructural development including administrative center, staff 

housing, train ng center, and farm service centers 
rketin services · 

Components for. development of vestoc·k, fisheries resources 
~ ·U rading of 300 kms of all weather sur aced feeder roads 

Construction o 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. km. supporting a total population of one million people. Farming 
populat on s estimated at 800,000 (150,000 families). Average farm income 
estimated $380 at appraisal. 

, • • I 

Project Progress 

The project is expected to become effective 
0

in January 1978. Recruitment 
of senior project . staff is proceeding accordin to plan, and .the project manager, 

· Mr. Fleming (ex-Funtua project) will take up his pos November this ·year • 

... 
" 



Approved: 
Signed: 
Effective: 

NIGERIA 

LAFIA AGRICULTURAL 'DEVELOPMENT 'PROJECT ____ _ 

Loan 1454-UNI $27 ,million 

une , 
Not et 

Total cost of project at appraisal: · 
Appraisal estimate of internal rate 

__ _.........,,._.....__=.,_,.,.,.. n 

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 pus 
~ 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 · . 
, Components for development of livestock, forestry and fisheries resources 
,. })-grading of 600 kms of all weather surfaced feeder roads 
,;, Construction of 400 wells 
~ Establishment of a project evaluation unit. 

Project Area 

T9-e~project is centered around Lafia in Plateau State, covering an area of 
supporting a total population of 500,000 people. Farming 

population is estimated at 400,000 (60,000 families). farm 
estimated $580 at apprais 1. 

·project ·Progress 

The project is expected to become effective in January 1978 •. Recruitment .of 
senior project staff is proceeding to plan, and the project manager, Mr. Tenen 

· .. C~~-::-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 (NPA). 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
pleted in 1966. A second loan for a further · 1,000 meters of quay was made 
tn July 1973 and is still ongoing. The project was estimated to cost $84 
~tllion 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 ex ansion of berth 
face by 1,000 meters with associated dredging to provide a channel an 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 

0 
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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 afiea of schedule. The 
contractor•s overall performance s goo out 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 

. l 

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, 

(ti) · ··Eguipmertt Procurement. The bulk of the equipment 
consisted of quayside container handling cranes and 
container gantry cranes. This procurement is proceed­
pig under the auspices of the U.K. Crown Agents. 

(j:ii} · ··techrtical Assistance. Vnder 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
ation 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 throu2h La20s 
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 Ports handled about 2.0 million tons over the 
forecast 6.9 million tons. The resulting port congestion has been well 
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publicized and NPA has niade heavy investments in short-term lighterage 
facilities and mechanical cargo 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 waiting for berths in August 1975 has been reduced 
to less than 100 this 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 improved, particularly at Lagos, 
and NPA has fulfilled its obligations under the Bank loan in this regard. 

(c) · ·Accounting, Auditing; Firtartce ·artd .Tariffs. Due to the 
difficulti es in establishing new computer accounting procedures referred to 
in paragraph 2 (b) (iii) .above, NPA' s accounts are far in arrears. We are still 
awaiting the audited accounts for 1974/75. However, it is clear that~ 
~inancial situation has deteriorated shatply in recent years due principally 
to: 

Ct) substantial increases in staff costs. resulting from 
Government salary. awards; and 

(ti) Government f ailure to approve NPA's proposal to 
increase tariffs~ ~ 

Government aeE.r!:2.ov~a~l ....t~~JliiU~:JJ:.t....lJJ.CJCoe,aBJe.s~ a,g-i;:.e.c.e.o~~ .Jl.E~l-l:e.c::.e.;~ 
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 
sf ts reatl increa~~d financial burdens -- part icul arl y cne 1 

debt charges for the massive new wor sun erway nc uding the project), and 
whether the Government ··will compensate NPA for the huge past deficits incurred. 

4, The net deficit for 1973/74 was NL3 million ($2.0 million) rising 
to an estimate of Nl4.5 million ($22.0 million) in 1975/76. Current estimates 
ior 1976/77 and 1977 /78 indicate deficits of NS - N9 million ($12 - $1_~-- million). 
We have urged NPA to settl~ 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 Borrower 

5 . .. nif·cance and le twas lost when 
· pe of the ro ect itself and embar 

s . 
• ion (in~~~~~~T2~~n.ri_; _; ,;~,;;~ ~rl 

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 those 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 loan (the latter was suggested by NPA at one point) 
and lack of any effective contact whatever. As it is, our rel~t:_1:_q_~~1:lip 
has permitted us to continue our supervision and to have some positive 
input into Bank objectives. 

Development 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, two 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, NPAis total annual general 
cargo handling capacity will increase to about 7.8 million tons (including 
5.7 million tons 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_.Goverrunent 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 Laos hase o ert )~ 
an construe ert s ($150 million) at Port arcourt. 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 t9..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 
prop 
yet .. 
thefe was clear agreement ori: 

(i) the need to thoroughly review the economic case for 
this and other proposed port projects in Nigeria as 
well as the technical aspects; ~nd 

(ii) the importance of adhering to the Bank's loan 
covenants on operational and financial returns. 

in the 
exit1.es 
rovided 



NIGERIA 

FOURTH POWER .PROJECT 

Loan 847-UNI $76.0 million 

Approved: 
Signed: 
Effective: 
Closing Date: 
Disbursements as of Sept. 30, 1977: 
Borrower: 

Project Description 

June 29, 1972 
June 30, 1972 
June 26, 1973 
December 31, 1977 
$72.9 million 
Nation~! 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 satisfa taking into 
account the Lagos port cong st on, an e fficulties 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 funds, 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 wage 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. 

0 
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NEPA's Operation and Maintenance 

6. High rowth rates of electricity consumption (16% over th~ 
5 years) have create g ration, transmission and distribution pro 
power failures and load sheddings, which are resentl rather common 
cities as we areas. These high growth rates o consumpt on 
genera Iy lead to s ortages 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 ro ram estimated to cost US$6.6 billion in 1976 prices. 

1 

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.o 
(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) 

~u~t 16 2 1cro} 
January 14, 1975 

~ mber 31, 1978 

~ 

1. Nigeria has three Bank-Group assisted education projects. The First 
Education Project (Credit 72-UNI), signed in 1965.,_ for US$20 million, was national 
in scope. About one third of the total cost of the project 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 typing classrooms. 65% of the 
project in terms of total value was allocated to the Jiortbern regiilll which, at 
appraisal, had only 360,000 students or about 7 .9% of t he age gx:gup enrolled in 
ri 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 Ea.stern 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 missions for the second project. The Second Education 
Project (Loan 814-UNI) for US$17.3 million was signed in April 1972 and was 

concerned with the rehabilitation and reconst~uction of war damaged 
~ ~ ~~w,w.,--- Q..~ci ~..sa.~.w-~,n ~e-y6'\,).._~~~es which comprised the former Ea~ rn 
region. The project assists 23 secondary schools and seven primary teacher -._ 
t aining 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. The Third Education Project,J Loan 929-UNI) for US$54 million is 
confined to the states in Northern Njgerie because the education systems in these 
states are less developed than in other states of the Federation. The 
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project has elements for prim.a teacher tra· · increasing the capacity at 
the Faculty of Education at Ahmadu Bello University by 1,000 students and 
inc seconda sc lments by about 15,000. Because Ahll\adu 
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 400%, the project c ·s bein reduced to secondary schools only. 
Cost overruns are attributable to a 340% increase in bu1 1ng 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 exacerbated by a 12 months 
delay in project implementation caused by Government's slowness in signing 
subsidia loan a reem ts w·th state hori ties, and an agreement wrth--
consulting architects. 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 
·m ·o has adversely affected IDA rel at i onships with some sta t &.s- and 
with the Federal Government. any 1ger1ap o 1c1a s feel that Bank-Group 

rocurement procedures are slow and combersome and delay project 1mplellierrt:;.-ation .. 
In the early years o ne fmpiement ation of tlie 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 ;g_rojects were classified as 
problems because of (a) weak management at the State and Federal Government 
levels, (b) Government's reluctance to accept supervision missions, (c) some 
states inability to meet the cash-flow requir~ments of p~ojects, and (d) 
large cost overruns. Recentl Sate Governments have taken steps to 
strengthen ro·ect mana eme , and the Federal Governmen accep e two super­
vision nussions 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, p overpment has not clarified its views oi:1 w-aa:t help tbe Bank should 
_provide, and from our point of view n ew projects, unlike previous projects, ~ 
should be identified, prepared and implemente tate by state basi s to be 
more manageable. 



Annex 1 
Page 1 of 2 

CONTENT AND STATUS OF PROJECTS IN STATES TO BE VISITED 

A. Kaduna, State - Pro.]ect Manager: Mr. L.K. Akande 

1st Education Project - Architectural Consultants: Robert Matthev, Johnson-Marshall and Associates 

Institutions ~ Comments 

Advanced Teacher Training College, Zaria Complete Provided space for 300 students for 
US$!. 9 million 

Government Technical School, Kaduna Complete Provided space for 400 students for 
us$1.6 million 

Extensions to 2 Craft Schools Complete 

Extensions to 9 secondary schools Complete 

3rd Education Project - Architectural Consultants: Ekwueme Associates+ SCAAN 

Institutions 

Nev Secondary Schools, Ikara 

Nev Secondary School, Jibiya 

Extensions to eight existing 
secondary schools 

In design and 
Construction phase. 
Construction phase. 

Under construction 

For 600 students 

For 600 students 

Workshops, laboratories and staff 
houses. 

The total cost of this project in Kaduna State is US$23 million, 40% of vhich vill be reimbursed by the Bank. 

B, Sokoto State - Pro.]ect Manager: Mallam Abdul Karim • 
1st Education ProJect: Architectural Consultants: Robert Matthev, Johnson-Marshall and Associates 

Institutions 

Major Extensions to: 

The Sokoto Technical School, Sokoto 

The Government College, Sokoto 

The Government Secondary School, 
Bernin Kebbi 

Status 

Complete except for 
some missing equip­
ment. 

Complete 

Complete 

Comments 

Provided vorkshops, auditorium, classrooms 
and equipment. 
The school does not have sufficient tools and 
equipment and does not appear to be well ·managed, 

Classrooms, laboratories, workshops, equipment. 
Good rcuults in terms of physical implementation 
and educational quality. 

Science Laboratory, workshops 
This school was not visited by the March 1977 
supervision mission. Consultants indicate 
satisfactory results. 

The total cost of the project in Sokoto State vas about US$1,3 million 

3rd Education Project: Architectural Consultants: Ekvueme Associates+ SCAAN 

In!!titutions 

1 nev Girls Secondary School, Illela 

5 extensions to existing secondary 
schools at Shinkafi, Gwnini, Gwada 
Abowa, Gusau and Sokoto 

Under construction 

Under construction 

For 600 girls costing US$9 million 

Staff houses, workshops and laboratories 
costing US$2 million. 



c. Oyo Stnte - No Project Manager 
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1st Education Project - Architectur&l. Consultants: Robert Matthew, Johnson Marahall nnd Associates 

Institutions ~ Comments 

Oshogbo Trade Centre 

Oyo Trade Centre 

Lesa than 50% built 

Construction complete 20% of buildings not in use 

Olivet Boys High School, Oyo 

Government College, Ibadan 

Ibadan GrBllllllar School 
" 

Ogbomosho High School 

Ogbomosho Grammar School 

Iseyin Grammar School 

Oduduwa College, Ile-Ife 

Ilesha Grammar School 

Construction 

complete 

for several 

years 

( 
( 
(50% of buildings 
( 
(not in use 
( 
(because of lack of 
( 
(equipment, electrical 
( 
(connections, etc •• 
( 
( 
( 
( 

Note: The physical implementation of the project in Oyo State vas very poor because of a lack of 

project management. low quality contractors and procurement procedures whereby minor works 

such as electrical connections were not part of main building contracts. Much of the 

equipment for the schools is missing, 

2nd Education Project - Architectural Consultants: Robert Matthew, Johnson-Marshall and Associates 

Reconstruction and Rehabilitation of: 

Women's Training College, Enugu 

Loretto Teacher Training College. Adzi 

St, Cyprian Teacher Training College, Nsukka 

Presbyterian Secondary School, Abakaliki 

· union Secondary School, Avkunava 

Anglican Grammar School, Nsuk.ka 

Dennis Memorial Grammar School. Onitsha 

All contracts 
avarded and 
construction 
proceeding, 

D. Cross River State - Project Manager: Dr. Essiota Essionata 

Total cost is about US$9 million in this 
state, 

1st F.ducation Project - Architectural Consultants·. R b t Matth J h - o er ev, o neon-Marshall and Associates 
Institutions 

~ Comments 
Nev Trade Training Center at Ikot Ada Idem) Contracts Just 
Nev Trade 

) awarded 
Training Center at OgoJa ) 

Minor extensions to Teacher Training ) Completed 

Colleges at Ikat 
) 

Ekpene. OgoJa. Oron ) 

and Ukam 
) 
) 

2nd F.ducation Project - Architectural Consultants: Robert Matthew, Johnson-Marshall and Associates 
Institutions 

Extensions to afid Rehabilitation 

or seven secondary schools 

St, Patrick's College, Ikot Anso; 

Q.I.C. Secondary School, Etinan; 

Maryknoll Secondary School, OgoJa; 

Cornelia Connelly Secondary School, Oyo; 

Methodist Boys High School, Oron; 

Union Sccondnry School. Ibinku; and 

the Government Secondn 1r •• 

Contracts awarded 

and nothing built 



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 Date: September 18, 1970; 
Revised Closing 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 
-co d although the construction period was ex tended 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 ob"ectives 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 acres of hi -
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 reconst~uction of the ei ht war-damaged oridges has completed. 

man enance study has also been a y competed, but the 
assistance is behind schedule. 



NIGERIA 

RIVERS STAT€ 'P;.lll PROJ~ 

Timing: 
Estimated Total Project Cost: 
Proposed Loan Amount: 

Project Description 
. 

~ 
~.5 million 

US$29 million 

1. The project would plant 10,000·ha of nucleus estate and 10,000 ha 
of smallholder oiJ palm, primarily to supplement the production of palm oil 
for the domestic market; Nigerian extension staf~ and farmers would be 
'£rained; 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. ·rhe project has been appraised, but negotiations are delayed due 
to problems in ac uisition of land for the nucleus estate. 



. 'NIGERIA 

. ·srDA '(NIGER ·STATE) ·AGRICULTURAL DEVELOPMENT PROJECT 

Timing; 
Estimated Total Project Cost: 
Proposed Loan Amount: 

Project 'Description 

FY78 
US$59 mi.11 ion 
U~$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; s·eed 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 di.rectly 32,000 farm families and 
indirectly a further 35,000 farm families. 

·cul.4'rent ·status 

2. · The appraisal mi.ssi.on has recently . returned from the field and 
its findings and preliminary recommendations are attached as Annex I. 

I 
. ! 



P:tojeet 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 1 300 ha (including 7,300 of irrigated rice) 

4,400 ha (7~ groups) 

Commercial farm: 13,000 ha (between 25 - 75 ha each) 

Irrigation 

Rehabilitation and expansion ~f the three former 

schemes at Edozhigi, - Baddegi and ~guna (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 li.vestock 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 N31 million 

Local N19.4 million 

F/Ex Nll.6 million 

" 



Proposed Financing 

IBRD Mll.6 million (37%) 

FMG 

State 

M 7.7 million (25%) 

Mll.7 ,million (38%) 

Cost Recovery 

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 arid . 

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. 

. I 

i 
. I 



NIGERIA 

.AGRICULTURAL MANAGEMENT 'TRAININ INS~ITUTE 

Timing: 
Estimated Total Project Cost: 
Proposed Loan Amount: 

Project Description 

million 
million 

1. The project would 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 19 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 o,rerseas training for Nigerian training 
staff in anticipation of phasing out expatriate staff. 

Current Status 

2. The project has been ap raised but some key issues relating to 
project concept, costing, location and appointment of management consultants 
services have to be resolved prior to negotiations. 



!LORIN (KWA.RA STATE) 

Timing: 
Estimated Total Project Cost: 
Proposed Loan Amonnt: 

Project Description 

NIGERIA 

million 
million 

1. The project would be similar to the ongoing integrated agricultural 
development projects in northern Nigeria, and would cons-ist of: expanding 
existing extension and provision of farm management and establishing 
2,000 ha of teak plantations; establishing an experimental•husbandry farm for 

'undertaking applTea-researC'Ti; providing a seed multiplication service, 
establishing ~O farm service centers and the supply of farm inputs; providing 
market intelligence, weights and measures, 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 

services; provision of buildings and equipment for logistical 
The project would benefit in one way or another 

Current Status 

2. The feasibility study has been completed and the project is expected 
to be appraised in November 1977. 
,,,,-- ---



Timing: 
Estimated Total Project Cost: 
Proposed Loan Amount: 

Project Description 

NIGERIA 

ROJECT 

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 plantation establishment together with the basic infrastructure 
to ensure the welfare of forest workers living in village enclaves within the 
forest area · ically the project would: develop forest nurseries; 
establis 45,000 ha a Gmelina arborea plantations to assure the wood supply 
of two pulp mi s; establish large scale species trials in Anambra State; 
provide logistical support and training for staff; assist in the agricul­
_tural development of forest villages; provide additional agricultural 
services; and supply· tree seedlings to private farmers outside the forest 
reserves. 

Current Status 

2. A preparation report is being completed by FAO/IBRD Cooperative . 
Program, and appraisal is scheduled for May 1978. 

~ 



NIGERIA 

~HIRii COCOA EVELOPMENT . PROJECT 

. Timing: (3 
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 • 

• 



Timing: 
Estimated Total Project Cost: 
Estimated Loan Amount: 

Project Description 

NiGERIA 

million (approximately) 
million 

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 nationwide basis. 

Current Status 

2. The project is currently being identified in detail, and will be 
prepared oy State officials assisted by consui'tants • 

• 



NIGERIA 

0JECT · 

Project Description 

1. The Bank was the ~ecutive Agenc'l._for supervising a UNDP 
consultancy to establish the Nigerian A ricultural Bank (NAB). NAB has been 
successfully esta lishe an as ~equested Bank assis ance 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 
Corporations, Cooperatives, and large scale farmers and agricultural 
companies. It does not lend directly to small farmers, a ~olicy which we 
support, but intends to encourage intermediate State or sub-State institutions 
that can lend direct to the small farmer. Just · as Bank financed projects are 
dependent for support on non-project agencies, so too is NAB; and the 
relative efficiency of the critical agencies h~ve a major bearing on the sub­
borrowers •·productivity. 

Current Status 

2. The Region has agreed to mount an identification mission in 
December 1977 and on the basis of successful identification will assist NAB 
in preparing a feasibility study. The Mission will also identify the sub­
borrowers and the services required to ensure successful utilization of 
sub-loans. 



NIGERIA 

~ roject 

Amount: ~100 million 
Timing of Lending Program : 
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 Ni gerian authorities. 

1. 
the 
the 
fro 

b) Definition of project components within 
the propos ed power distribution expansion 
~rogram. 

The National Electricity Power Authority (NEPA) has prepared, with 
assistance of consultants, a 10-year power expansion program covering 

to the e lectr· · emand which is expected to grow 
197 ,000 GWh in 1 

2. The program consists of the installation of about 4,000 MW of 
generating capacity, t he 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 MW of this capacity would be generated by gas 
turbine plants under execution; about 1,100 MW of hydro electric capacity 
now under final engineering; 1,300 MW of hydro projects at pre~f~~sibility 
stage, and the balance to be met by undecided thermal generation expansion. 

3. The cost of t be JO-year program is estimated -£t about US$6,700 
~illion 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 the large indust ·ec s considered in the demand ' 
forecast are highly probab e, for similar reasons to those affecting t e 
execution of t~ i-,.'l'T'IT:TC"',.....,~ff'!!Wh ion program; in such a case, the program would 
have to be reduced accordingly. The distribution-component ¥Ould be only 
affected to a minor degree by these eventualities as the large industrial 
loads would be served directly by t he high vo l tage systems, 



The Urban Sector 

NIGERIA 

Project Brief 

Urban Development Project 

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. r am.­
~ on n Nigeria has been a long historical process, beginning well before 
the colonial period, and is an indigenous rather than externally stimulated 
phenomenon. A well-deve etwork of market towns and new medium-sized 
cities exists tHroughout the country, with the capitals o severa §tates. 

"'approaching 1 million p·ersons. The recent, rapid growth of the Federal capital 
at Lagos, about 2 million persons, has been spurred by the expansion of admini­
stration, the importance of the Port of Lagos, and the post-war economic boom. 
Urban population growth is estimated at about 6.1% per ~ear. Continued rural-

an migration in searc o the many ur an 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 acq iie the utban ervices they can afford. It 
is estimated that about 7.6 million-of the 24 million ur an p~~~~~ ion could be 

~ ¾... 
consider oor, as defined by the Urban Poverty Task Force. The 

this demand for services has been minimal over the st 
ve years. The lack of institutiona capac tate, and 

municipal level to organize and execute large-scale services, partic-
ularly housing, has served as the major bottleneck in the sector. The Third , 
Development ~n has identified the need for large-scale housing programs as a 
major priority for the sector and reposed struction of some 200,000 units 
during the Plan period. Financing for these units is to oint y by 
the Federal and State governments. Ac~ sis highly 
doubtfu given the absence of an institutional mechanism prepared to develop 
t e technical aspects of such a program, including standards, costs, location, 
and ·nature of population to be served. A newly-created _Ministry of Housing, 
Urban Development, and Environment (HUDE) is empowered to organize this effort, 
using the Federal Housing Authority as an 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 

2. Given the above, the Government has requested Bank assistance to 
achieve the Plan objectives. A reconnaissance miss ·sited Lagos in June 
1977 and discussed the general objectives oft e proposed intervention. Te 
Government expressed interest in the Bank approach to the urban sector, partic-E.::. 
u ar y tne emp asis on the rovision of low-cost shelter through sites and . 
send ading of s uatter settlements. t wa greed that the HUDE 
would serve as the coordinating a or he preparation of a project, which 
would be identified in September-October 1977 and prepared for appraisal in th,S-­
first quarter of FY79. 
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3. The proposed project would assist the Government in the develop-
ment of an institional mechanism to provide shelter to the urban population 
of cities in about 3 of Nigeria's 19 States. The project would be con­
sidered as a first phase in a longer term program to achieve Government's 
large-scale objectives. The first phase would seek to serve about 400,000 
~through the following project components: 

1. 

2. , 

4. 

5. 

6. 

sites and services for low income groups (mainly between the 
JOtb and 4Qth percentile of the income distribution for the 

1 

respective cities) including on- and off-site infrastructure, 
~ anitary core housing units, !?JljJding material s for self-help 
extension and community facilities; _ 

of unserviced slum and squatter settlements, with 
on revision of security of tenure, improved infra­

structure and community faci 1 ies, with minimum housing 
demolition; 

assistance to building materials industries relying on locally 
available raw materials within a minimum import component; 

training of staff at both Federal and local levels; 

technical assistance as needed for project preparation and 
implementation; and 

monitoring and evaluation of project performance. 

Special emphasis will be placed on the organization of project components 
in order to gener~te employment in project areas. Available mechanisms such 
as credit for small scale business development and training programs will be 
included as part of an effort to encourage labor-intensive techniques in 
-infrastructure development and housing construction. 

4. The . choice of States and cities will be determined during the project 
identification in Nigeria from October 10-2§_; The mission expects to visit 
at least three States and to discuss t he preliminary choice of sites within 
cities with Federal, State, and city officials. The mission will develop 
with Government a detailed work program for Federal, State and city institu­
tions for the preparation of the project, including terms of reference for a 
project feasibility study expected to be started by January 1978 and completed 
by July-August 1978. 



NIGERIA 

Water Su ect 

Amount: US$25 million 
Timing of Lending Program: Reserve. Possible candidate fo 
Next Critical Steps: a) Completion of technical studie 

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 iu 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 expctnsion 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. rhe 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. 

• 



NIGERIA 

Amount: 
Timing 

The Project 

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 millictll including $350 million 
toreign 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 consultan_ts' report in December 1975, the Ministry has retained The 
Scientific 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 with 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 evaluation of the project preceding possible Bank 
financing should not delay the project schedule. Accordingly, as a follow­
up to the meeting and at the Directorts 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 .-. 
;financing 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 
provlsionaifYPlanned for early 1978. 

Attachment 



Dr. Oyebm 
. Director, Fertilizer Depnrtmant 

F.odcrnl Hinistry of Induatry 
Government of Nigeria 
Lagoo 
NIGERIA 

Dear Dr. Oyekan: 

October 7. 1977 

Port llrircourt Fertilizer Pro1ect 

It was n plea.sure to 1nect you on Septemb~r 30, <luring your· v1.sit 
to· Uashingto_n, and to hear about. your plnns for construction of a fertilizer 
project at Port liarcourt. Wo understand thct the current ~lan is for 
construction of a plant to produce 1,500 TPD nm1:1onin, 1,500 TPD urea and 
1.200 TPD compound fertilizers bas~d on i~portcd pho8pl1oric acid with tha 

·possible additional inclusion of 690 TPD calcium ammonium nitrate. The 
project would obtain its gas supplies from a national gns gathering nnd supply 
cystcm currently being planned by th~ Nigerian Hationnl Petroleum Corporation, 
but as this was unlikely to ,...be completed by the tir.1c the proJ cct carJe on 
stream. temporary gas supply facilities would be arranged to serve tl1e plant during 
its initial operating period. We further uuderstnnd that considcr~ble infrastruc­
ture facili'ties would hnvc to be constructed in the Port Harcourt nrea to ~upport 
the project but that these facilities t..rcre outside the project scope nnd would 
b~ provided by the Covernn~nt. Additionallyj yo~ informed us that y6u h~vc . 
appoin~ed the ·scientific Design Cornpnny Ltd. of London·ns your connultants and 
that you intend to join with n forci~n partner in a joint venture to construct 
and operate the plant Ylith the forcit;n partner being expected to contribute 
technical nnd marketing expertise as well no ·30 to 40% of the equity of tlic 
venture. We undorstnnd that you ex~ect to co~ncnce ncRotiations soon with a 
prospective p3rtncr an<l tb.:it you plnn to concludq a joint venture o~rcement by 
the end of Harch 1978, at which tine you ·would expect to fssu~ invitntions to bid 
for ~he project and nbout six to nine months thcr~after to nward a contrnct so . 
that tl1c plnnt could come on ntrcnm in 1931 • . Near the end of our ~ceting, you · 
1:cqucstad that \lC provide you with nn "nidc-rner.1oirc" covcrin~ the vnrious points 
we diocusse<l relevant to fncilitating the poasibla future participation of tho 
Dank in your project. We have endeavored to do thfa in tho followi.ng pnraernph~: 

• 



Dr. Oyckan - 2 - October 7, 1977 

1. We understand that you have not yet decided whether to 
adopt a reimbursable ~r lump sum type contractual arrangement 
for implementation of the project b~t that your consultants 
intend to proceed very soon with prequalification of 
potential bi<ldero. We confirm our advice that the Bank has 
traditionally favored reimbursable type contracts with a 
fixed fee for services but that it did not exclude lump sum 
type contracts. Should you elect to follow the "lump sum" 

-option, however, the Bank's procurement guidelines would have 
to be rigidly followed if the l3nnk were to participate in 
financing the contract, and this would initially involve 
placement of an advertisement iu international publications of 
wide circulation, preparatory to prequalifying potential 
bidders. The Scientific Design Cot1pany should be familiar -;,ith · 
the Bank's procedures and requirements in this respect, and 
we are enclosing a copy of the Bank's procurement guidelines 
for your further inforr.12.tion. He would, of ·course, have no 
objection to your consultants seeking infonnation from select~a 
firms at this staee as may be needed to assist iu the. plannin·g 
of the project and the preparation of cost estimates • 

• 
2. We would confirm that there would be no prospect of the 

Bank contributing the entire foreign exchange loan funds 
which could amount to around $300-350 million for the 
project you are contemplating, and consequently, additional 
financing sources would have to be mobilized. We should also 
m~ntion th~t She Bank finds that d debt/equity ratio of about 
60:40 is more approprinte in a project of this nature than the 
70:30 you are considering. The exact ratio, of course, depends 
on the terms of the debt, some of which may be subordinated, and 
on the pricing allo\.1ed for products by the Government. We would 
emphasize that in our experience the mobilization of finnncirig 
can be a time consumin8 effort and would: suggest therefore· thnt 
to avoid slippage in your project schedule, you treat the 
identificntion of ouch financing sources and the preparation 
of a financing plnn as a matter of urgency, so that nll participants 
may be involved in the project and tl'ieir requireme::1ts ascertained 
at the earliest possible stage. 

3. It would be feas_ible for the Bank to evaluate the project and 
complete its consideration of -a pog,sible loon in the period of 
approximately nine months which you h::ive allowed between issuance 
pf bidding invitations nnd a subsequent nwnr<l of contract. 
However, this would be very much dependent upon the .:Dank being 
provided at the conm1encemc.nt of its evaluation with adequate 

• 



Dr. Oyeknn - 3 - · October 7, 1977 . 

documentation in support of and giving the background to tha 
various decisions taken on the project def init:f.on and scope, 
the marketing and distribution arrangements, nnd the conclusions 
reached on the project's economic and financial viability. 
It ~ould seem to ua that the period up until the point when 
you wish to make an effective start on the project (by issuance 
of bidding invitations) affbrds an excellent opportunity of 
consolidatin~ your project plans into a comprehensive project 
report which will be valuable in expediting subsequent evaluation 
of _the project by the Eank and other potential lenders. Accord­
i{l.gly, we woulJ recommend that you instruct your consultants to 
prepare such a report summarizing their studies on the project's 
feasibility. Similarly, we woufd recommend you arrange with 
your.foreign partner to provid0. you with a copy of their 
feasibility study which we would expect they would prepare as 
a matter of course to support · their own investment in the project. 
We -would anticipate that providing the project had been adequately 
studied and planned, these two r~ports togct~er with other 
readily available .data may be sufficient to permit the Bank's., 
evaluation to be carried out expeditiously. 

t 

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 inadequnte 
project studies and planning being undertaken beforehand. We 
would like to emphasize therefore the value of having your 
consul .tan.ts undertake the ,;-mrk suggested above and additionally 
make mention of some other areas which could conceivably cause 
delays. Firstly, in the case of nupporting infrastructure 
necer:;sa.ry for the project, we would strongly recommend that you 
ensure that adequate studies are in progress and wil~ be . 

. completed in a timely: fashion to permit plans to be formul~te_<l 
by the time it is necessary to make a decisiori to proceed ~ith 
the fertilizer project for provision of all infrastructure 
requirements. We would envisage a delay in the Bank completing 
its evaluation of the project if at the time of evaluation 
clear plans for providing the necessary infrastructure to 
support the project were not available. The same remarks 
would apply to the plans for supplying gaseous feedstocks to 
the proj cct. Secondly, we would -like to dr.aw your attention 
to the need to compile accurate capital estimates for the project 
to provide the neccosary credibility to thri financing requirements 
for the project and the estimated financial returns. Tl1irdly. it 
is important that a thorou~h site survey ba perforncd in nclvunce · 
of final project e_valuation to determine the suitability of the 
site for construction of such~ project · nnd to provi<le the haais 

,. 
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Dr. Oyckan - 4 ~ October 7, 1977 

for estimating civil works costs. 

We very much regret that due to circumstances beyond our control, 
we were unable to proceed ·witl; our ·proposed visit in Au~ust, when we 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 halpful to you and hope· to be nblc to visit you as soon as 
possible to take a closer look at your project. In the meantime, please do 
not hesitate 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. Pcrram 
Chief, Division II 
Industrial Projects Department 

cc: Messrs. Fuchs/Dewey, Kohli, Bottelier, Reitter, Donald King, _ Senf, Segura,. 
Bourcier o/r 

GEvans/ARPerram:mmrn 

a .. ... 
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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 e has been little 
contact with Nigerian financial institutio sand our knowledge of the 
ndust~i ector is seat. ____ , e are awa re of projected financing 

gaps particularly 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~le 
institution with good quality staff that follow sound investment policies. 
?tis likely that our renewed invo!vement in Nigeria would revive Bank 
contacts with NIDB. A possible project was discussed with NIDB's General 
-~nager during the ~nnual ~eetings. 

2, A project tdentification mission is to visit Nigeria the first 
part of Nov sess the potential for an IDF project. The mission 

. ' 

would estimate the magnitude o 1nancing gaps int e in ustrial 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 
as intermediary will be determined. The Regional lending program includes 
a tentative provision of US$50 tq;!.llion for this project. During the course 
of preparing and appraising the NIDB project, an IDF project using other 
t.ntermediaries 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 FYS_o _ 

• 
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CONSULTATIVE GROUP ON INTERNATIONAL AGRICULTURAL RESEARCH 

1818 H St., N.W. Washington, D.C. 20433 U.S.A. 
Telephone (Area Code 202) 477-3592 

Cable Address - INTBAFRAD 
Jttl V 19, 1977 

. INTERNATIONAL INSTITUTE OF TROPICAL AGRICULTURE (IITA) 

t:1~v ' 1978 Program and Budget 
, i 1 r :l ,~' '! t " , · • . 

-~ • :,,. i ·_, ,) , ·Observations of the Secretariat · · 

I. INTRODUCTION 
I, 

. JJ,J' .,-.A 

1, IITA, established in 1969, has the major objective of seeking · . / -f~ ~ -. -; 
History 

• I 

solutions to the p d in findin alternatives to traditionalk' ~v;;,.., 
shifting cultivations stems in the humid tropics. It as, ere ore, a 

ort in Farming Systems Research, with associated crop improvement 
. . . :' . /" . \ 

~nA'~ i 
2. Research activities currently comprise the Farming Systems Program, ~~\ J_ 1 

the Cereal Improvement Program, the n Le ume I rovement Program, the Tuber ~ v~ I 
andRoot Im ro · t Program. These are complemented by a strong Research and · ~ ' 
raining Support Program which includes the direction of Special Projects, -~,,.r:· Jl. 

station management, library and documentation, statistical services, informa- ~~- .. 
tion services and a more recent addition, a Germ Plasm Collection Unit. 

Mandate 

3. The mandate i of IITA has recently been amended by : the Board of 
Trustees. It now more clearly defines the role of IITA wi~h respect to 
farming systems rese~rch in the humid tropics and better delineates its global 
and African regional responsibilities in respect of crop improvement. Among 
*'other crops which aw, or may become, important in the faming systems," 
it now specifically ~~mes vegetable plantain. The mandate spells out responsi­
bilities for collaborative work with IBPGR on the exploration, collection, 
conservation, documentation and utilization of genetic resources, and it 
provides for . a wide range of cooperative activities at national and regional 
level including, as approved by the Board, "activities concerned with ~he 
application of the results of research to rural, agricultural and national 
development." · 

Program Changes 

4. Both the C Im rovement Program and the Grain 
_ .-.,; ..... -~ ..... ----men t Program have been n and selectio , 

isease and insect resistance, and e to adverse environmental stresses 
wit wi ea aptat on un monocrop conditions. They now include improvemen 
within mixed cropping systems, which is particularly relevant to the fanning 

I . 
systems of Africa, in1 which intercropping of cereals and l~gumes is very 

: ! connnon. . , .. , 
; I 

! ! 

5. Whilst every attempt is being made to oyercome disease and pest 
problems by selecting1 for resistance and reducing pesticide use _to a minimum, 

. some chemical control is still necessary. This careful~y integrated with 
the use of the selec~ed res'istant varieties• 1 · .,. 

I : 
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High Rainfall Substation 

6. At Ibadan, IITA is outside the true Guinean rain forest zone. It 
I I 

therefore felt the need to establish a substation at Onne, in Rivers State, E. 
Nigeria, which is tn a high rainfall area (2,300 mm p-.a.1) with highly leached 

I I 

acid soils more ty,:pical of large areas of the humid trop:~cs. 
fi I 

7. The dev~lopment of the substation is proceeding satisfactorily, but 
its final scope wfll depend upon whether tree crops are to be included within 
the Farming Systems Program and may also be affected by the possibility of 
participating in agro-forestry research and research on small animals in 
cooperation with l~CA. 

Basis for Commentary 

8. This commentary has been prepared by the CGIAR Secretariat in co-
operation with the TAC Secretariat. It is based on the ·1978 Budget Proposal 
of IITA and its draft Supplement, which should be read in conjunction. 
Members of the TAC and CGIAR Secretariats attended the Annual In-House ReView 
of Programs in February .1977. I 

II. PROGRAMS 

Farming Systems 11 

. I I 
9. The Faniq.~g Systems Program is divided into fouri main subsections: 
Cropping Systems, which includes associated studies of the ecology and con­
trol of major pest$ .and weeds; Soil and Environmental Management, including 
soil microbiology, chemistry, soil physics, water management, fertility, pedo- .· 
logy and agroclimatplogy; Agricultural Engineering, including field implements 
and postharvest m&G~inery; and finally, Agricultural Economics. , ., 

?-
10. Highlight;~ of the past years' work include achieving doubled yiel~ 
of maizes in the zero-tillage trials on the research farms without loss of 
so fertility, an establishing parameters for land use classification for a 
large number of benchmark soils of the humid tropics. Economic studies have 
demonstrated the utility of mulch-tillage techniques developed at IITA and 
have provided useful data on the effects of rising population pressures on 
farming systems; including greater use of household refuse, animal manure and 
mulch in farming within family compounds and the increased importance of 
livestock and tree crops. 

I I 

I 

11. Future plans of the Farming Systems Program incfude the wider off-
site testing of the successful zero- and minimum-tillage iindings _and of the 
potentially superior. system of soil management utilizing ¢nimal fertilizer 
applications to arrest available nutr~ent decline. 

1 I l I 
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12. Preliminary cropping studies have led to the design of eight two-year 
sequences and rotations with potentially high efficiency~ , Inter-disciplinary 
studies will be intensified, on the basis of these eight 1 sequences, to estab-
lish year-round production systems for small farmers. . 1. , 

I , : . 

l l3. The insti~ute is considering increasing its activities .in Agricul-
tural. Ehgineering a1;1d, although agreeable · to holding staffing levels at · those 
of 1977, as suggested by TAC, is seeking improved facilities for the design 

. and production of prototype innovative tools adapted to the needs of the small 
farmers of the African · region. TAC's ,. preVious reservations about aspects of 
this program will be reassessed during the Quinquennial Review, ~ 

14, The complex and inter-disciplinary nature of the Farming SysteJ!!!!_ Pro- ~ 
gram makes it the key program. The crop improvement programs draw f ram, and .'r"( ~ 
feed into, the systems program, and systems program scientists provide services ~ -~. 
to all other programs. y~-

~t"'· ~~' 
Cereals 

15. The objective of the Cereals Improvement Program is to improve maize 
and rice in Africa. Both crops form a majot responsibility of other IARCs and 
consequently IITA's work, of a regional nature, relies heavily on CIMMYT and 
IRRI. IITA has a formal agreement with the latter. It co_Qperates with WARDA') 

n raining pro rams in rice production and in testing genetic material. Tho/ 
new approach adopted in 19 of directing research to problems of specific . 
environments, rath~r than attempting to breed for wide a~aptability, will be 
continued through 1978 and into the future. , , 

I • 

• I 

.16. Maize wo~~ will be directed at four specific environments--rain 
forest, savannah, tb'.e intermediate (transition) zone and medium elevations. 
Present program obj"ctives continue to be to achieve resistance to stem borer., 
streak virus and va,rious diseases, early maturity and higli protein. Resistance 
to streak virus wil~ be tested internationally. The use of hybrid maize to 
reduce- variability /1,n crop experiments and its potential in farmers' fields as 
compared to composites will be examined. Tolerance to the ·stem borer has been 
identified, utilizing a mass rearing and infestation methodology developed at 
IITA. 

17. Ecosystem analysis was ala o incorporated into the rice program to 
identify the di verse soil and agroclimatic conditions unde'r which rice is 
cultivated in tropical Africa, and to develop screening methods for segregating · 
populations and cultivars with adaptations to specific environments. Some 
good lines for swamp conditions and irrigated conditions with high disease 
incidence ·have ·already been identified. Broad based resistance to blast 
disease especially is being sought. 

1 18, Work on rice is carried out in cooperation with the Institut _de 
Recherches Agronomiquea Tropicales et des Cultures Vivriers _(IRAT), IRRI and 
WARDA. I 

~~-
I 
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I 

Grain Legumes 
I I 

', 19. The Grain Legume Improvement Program is concerned with the improve­
ment . of cowpea, lima bean, soya bean, and with exploratory studies on miscel­
laneous potentially useful leguminous crops. Emphasis · has ,been on cowpea and 
good progress has been made through breeding. Both initial and advanced yield 
trials have been conducted "off-campus" for the first time1 :Ln three African 
countries and Puerto Rico. A new strategy aims to develop, plant types with 
resistances and suitable photo-period response for different ecological zones 

· 

1 and cropping systems • . No major constraints appear to be impeding work in this 
I ptogru. I I 

Tubers and Roots 

.20. The Tuber and Root Improvement Program continues to accord major .{t1($ 
attention ·to cassava· and, in light ·of successes gained in 1976 with the _ · 
introduction of improved lines in Nigeria, will put considerable effort into ~ 
the rapid multip ca lines identified as high yielding and having 
good palatability, as well as resistance to cassava baeteri•l blight and ,--~ 
mosaic diseases. 

Research Support 

21. Work will be started on virology, in the Research Support Unit but 
under the technical guidance of the Institute;s pathologist~ ~ The initial core 
position, to be filled in the first instance by a visiting scientist, is in 
line with TAC's recommendations, although it is understood that IITA intends 
to expand this initiative - to a project of regional dimensiohs (see 0 Issues"). 

22. TAC has under consideration a CGIAR initiative in vegetable research, 
entailing a proposal t .o establish several small vegetable units• including 
one to be located at IITA for whi~h it would provide land and logistic support, . 
but not management. Similarly, IITA may be called upon to a~sist in the · 
selection of a locatio• and provide logistic support for a small research 
subunit of ILCA. Both ,the above proposals; if they were to be adopted, could 
hold interest for _th~ Farming Systems Research Unit of IITA• 

I. 
'' 
I ' 
I I 

I. 
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III. BUDGET TRENDS 

The evolution of IITA's budgets is summarize~ in Table I below: 

Table I - Summary of Budgets 

Professional staff manyears 

Senior scientists and 
management ) 

Senior technical support) 

Total Senior 

Budgets ($'000 current) 

Core budget - ope~ating 
- capital 

Totai Core 

Special Projects 

Total 

I' 

1974 1975 ' 1976 
actual . actual actual 

. 53 

53 

5,959 
699 

57 

57 

7,201 
1,281 

6,658 8,482 

553 1,332 

7,211 9,814 

45.0 
19.3 

64.,3 

8,353 
1,076, 

9,429 

1,631 

11,060 

1977 1978 
revised budget 

14,922 

63.5 
28.5 

92.0 

11,669 1J.. 
2,093 J.1:. 

18,481 

1.1.. Includes $90,000: in 1978 for the TAC Quinquennial Re'View, not shown in 
IITA~s current budget paper. 

11:.. Capital budget being reviewed by IITA. 

IITA has carried out a review of the growth of funding by program, which is 
summarized on pages 21-22 of the 1978 Program and Budget Paper. Allocations 
of funds · among the various activities are summarized in Table II below • 

•· 

' 
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II - Allocation Among Core Operating 
Activities (Current $'000) 

J . f, /.• ..... • 1974 1975 1976· 1977 1978 
actual actual actual revised budget 

$'000 % $'000 % $'000 % , $'000 % $'000 % 
I t I 

I 
Research: 

16 I 
1

1,426 Farming systems 799 13, 1,110 15 1,359 14 1,460 13 
Cereals 281 5 .501 7 710 9 783 8 777 7 
Grain legumes 432 7 564 8 701 8 895 9 983 8 
Tubers and roots 283 2 412 ~ 506 _§_ 767 ~ 826 _]_ 

Subtotal 1,795 30 2,587 36 3,276 39 3,871 39 4,046 35 

Research Support 11. 2,052 35 2,535 35 2,713 32 3,158 .ll 4,035 35 

Subtotal Research 3,847 65 5,122 ll 5,989 .11. -,,029 .70 8,081 70 

Conferences & Training 338 6 280 4 433 6 655 7 - 778 7 

Library, Documentation 
5 ; 459 & Information 196 3 307 5 390 5 558 5 

'I 

General Administration 835 14 896 12 1,088 13 1,233 12 1,481 12 

General Operating 307 5 376 5 421 5 423 4 481 4 

Contingency, othe~ 11:. 436 _]_ 220 --1 32 * 200 ~ 290 -1 -
TOTAL 5,959 100 7,201 100 8,353 100 9,999 100 11,669 100 

11. , Includes full co~t of Physical Plant Services. 

11:,. Includes $90,000 in 1978 for the TAC Quinquennial Review, not shown in 
current budget paper. 

* Les$ than 0.5%. 

24~ It will be noted that there have been only minor changes in the 
proportion of total operating resources allocated to different activities. 
Farming systems, having got off to an early start, has somewhat reduced 
its share, though it remains much the biggest program. Tubers and roots has 
increased its share between 1974 and 1978, to be more or less on a par with 
cereals and grain legumes. Research, as defined in IITA's budget, has accounted 
for an increasing share of total resources, amounting to 70 percent in 1978. 
Research budgets have accordingly grown between- 1974 -and 1978 at an average 

' I 
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annual -compound rate of just over 20 percent per annum, in current te~, while 
the total operating budget has grown slightly slower, at about 18 percent per 

_annum. However, the "Research Support" category includes Physical Plant 
Services, which, though obviously supporting the research 1effort, is n_ormally 
shown separately fr~ research at other centers. Eliminating this item from · 

· the 0 Research'~ budg~t category results in the following reductions in relative 
resources allocate~ 1~0 research. 

,, , : I 
I .1 

l · :,l l , • 1 

1974 1975 f 1976 1977 1978 
actual actual actual revised budget 

Research budget as % ··of total 
operating budget: 

including Physical Plant 
Services 65 71 71 70 70 

- excluding Physical Plant 
I I 

Services 44 49 52 S5 53 

) Trends ip selected indicators at IITA are given· in Table III. 

Table III - Selected Indicators 

1974 1975 1976 1977 1978 
actual r 

1 
actual actual ,evised budget 

Professional .staff fill 
,1. 

rates 11., % 93 77 88 I 97 99 
! 

Operating budget per profes-
sional staff manyear, $'000 112.4 126.3 130.5 122 ~3 126,8 

Research & support cost as % 
I 

of total core operating . 65 
'. ! 

71 71 70 

Research ·(exc. research support) . I 

professional manyears as% of 
total professional manyears 52 . 51 68 65 

Suppor·t staff manyears per 
professional staff manyear 9.4 9.8 9.3 8.0 

1.1. "Fill rate"- budget manyears as a percentage of authorized positions • 
. As from the 1978 Budget,IITA has divided professional staff into two 
·cat·egories --:- "Sen!lor Staff", and "Senior Technical Support ·Staff". 
The fill ratea shown cover both ca~egoriee. 

I I 

,,. 
11 
( ~ 

I 

~-

70 

68 
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1976 Budget 

I I 

I 

'\ 

I I 
26. Program priorities as reflected in actual expen~~tures in 1976 
broadly remained as; 1originally envisaged in the approved 

1
bf!dget. However, 

mandatory salary i~creases raised unit costs above the impact of overall 
inflation. In 1976, ,IITA therefore ended up spending on core operations 95 
percent of the funds1 budgetted, but on real inputs (expressed in terms of 
professional staff manyears) only 84 percent of those that were planned. The 
shortfall in prof~·ssional staff was mo~t marked in the research programs, 
though research expenditures stayed close to the budget. 

1
The total core 

operatiµg cost per p~ofessional staff manyear turned out at $130.000, aa 
against $111,800 in the original budget. 

1977 Budget 

27. Revised estimates of operating expenditures are, as last year, 
close to the · budget, and the total is identical. As in 1976, unit costs 
appear to be rising, from $116,300 per professional staff manyear in the 
approved budget, to $122,300 in the revised estimate. Again, the shortfall 
in manpower is most marked in the research programs. It i~ hoped that the . 
forthcoming TAC review (schedule for October 1977) will c~arify whether this 
is due to a reevaluation of program requirements, or to o~~er factors. 

'I 
! : 

Donors 

28 , IITA has b~en successful in attracting support fbt its core programs 
from an.increasing nhmber of major donors. Five of IITA's ~donors account for 
75 percent of the tot~l contributions for 1977, prior to allocation of un­
allocated contributions. 

Capital 
: I 

' 
' I 

29. IITA has so
1
far been the most expensive center irl the CGIAR sys­

tem to estab~ Total capital costs in the period 1968 through 1980 are 
estimated at $.38 llion in 1977 dollars,appiying worldwide deflators, ot 
$27 million rrent dollars. Total capital invested over the 13-year 
period to 1980 therefore amounts, in 1977 dollars, to $.4 million per core 
professional staff manyear, or $.7 million per senior resea~ch scientist 

I manyear, at the 1978 staffing levels. This is among the highest of the 
established centers, but of course includes a heavy invest~ent in staff 
housing, which other centers do not need to the some extent, due to a better 
local supply of rental housing. IITA's future capital program is at present 
under re~ew, and a reVised version will be presented to th~ Group in the 
latter -half of 1977. I. j 
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The 1978 Bu~get 

30. IITA's 1978 Budget is its first to be based on a new system of 
program and project review and identification of short• and long-term goals. 
As program leaders grow more accustomed to the system, they may find it 
increasingly helpful in orienting their future work. 

Special Projects 
J 

31. IITA points out that several special projects a~e still under dis~ 
cussion, and the budgets for them are still tentative. Extra-core funded 
projects are now classified as one of 1 three types---(a) outreach projects, 
(b) training and collaborative research, and (c) supplements to core acti­
vities. Total extra-core funding for 1978 is expected to amount to ·$5 mil• 
lion, allocated as follows: 

Table IV - Extra~core Funding, 1978 

No. of Donors 
, I 

7 

5 
_§. 

ll.1.! 

Funds Requested from~ the Consultative Group 

' Budget 
· $ '000 

3.833 

612 
. 274 

I • 

: l ~.~12 

32. IITA's total core expenditure for 1978 is estimated at $13.9 
million, and the· amwnt requested from the Consultative Group is $13.1 
million, an increase of 18 percent in current dollars over the net 
for ~977, computed as follows: 

' !I j ,, ' 

L!. Some donors are in mor th e an one category. 

i l 

Of. the 16 donors tot extra-core _ activities, 10 are also me~~rs of the Con- -
sultative Gr.oup, supp9rt1ng IITA's core programs. 

' _ I ' 
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Total 

Less: ~~amed income, 1978 
1 Funds carried over from 1977 
i 

. I i 
IITA's net request from the CG 

• I 

I 

1/ · Including increase in working capital. 

1978 
$ '000! 

11,669 .. 
2,223 

13;892 : \ 
: i 

(368) I 

(450) 
I 

13,074 : 

In addition, IITA expects to undertake special projects totalling $4.7 
~illion in 1978. 

Projections Beyond 1978 

33. IITA is conducting a review of capital requirements which may 
result in a request for substantial funds in 1978 and subsequent years, in 
addition to those shown in the current budget paper. Current projections for 
capital needs, including additional working capital, are $1.4 million, $0.4 
million and $0.4 million in 1979, 1980 and 1981, respectivJly. Major items 
are additional housing in 1979 ($0.9 •illion) and equipment (averaging about 
$0.2 million a year). · 

34. · Projections of operating expenditures indicate little or no changes 
in allocation of resoarces among programs, and virtually nd real growth 
overall. A major ite~ classified as Research Support, Physical Plant Services, 
is shc;,wn as constant from 1979 through 1981• but this will ,p.resumably change 
if IITA embarks on an~ major capital expansion. · · 

I . • 
35. IITA's proJ~ctions of operating costs for 1979 are somewhat higher than 
the estimates for th~

1
same year made in previous budget proposals. Part of this 

increase is due to the virology unit. When allowance is made for this, IITA's 
forward projections of the total operating funds it expects to request from donors 
for 1979 have shown little change, amounting to an increase of less than S percent 
between the estiute made in 197S and that made in 1977. 

l . 

1978 budget paper 
•·! 
I 

1~77 bu~get paper 
:f\ . 

1976 bu4get paper 
I: • 
:-ii 

~l 
H 
Jt 

• j 

1979 Core Operating Budget 
1979 $1000 

· Budget 

12,814 

12,503 

.12,013 

Adjusted, for 
Virology Unit 

12,814 

! I 
! I 
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Management 
i ' I 
I • 

36.. IITA has created the new post of Planning and Budget officer, 
which was filled in 1976. As noted above, this has been accompanied by the 
introduction of a new system of programming and budgetting -during 1976 and 1977. 
This may be expected i to provide the basis for the systematic monitoring of 
ongoing programs, in ;addition to improving the accuracy of budgets. Towards 
the end of 1978, program leaders will be able to assess the degree of progress 
made towards the specific goals for the year. IITA point~ out that one 
objective of the system will be to dev~lop a "full-cost" ~ystem of management 
accounting for the main research programs. Computerized files on admnistrative 
systems are to be developed during 1978. Other centers might wish to watch 
IITA's early experience with the system, with a view to adapting it for their 
own needs. 

37. IITA notes another management change in 1978, in that administrative 
responsibility for all Special Projects is given to a single office, though 
core scientists remain responsible for program direction. 

38. In order to provide additional flexibility in reallocating resources 
as needs · arise, IITA has created a new budget category--"pfersonnel pool"-­
shown for the first time in the 1978 budget paper. This reflects what has 
in fact been the practice since 1977, whereby some of the labor budget was 
detached from individual programs, and allocated when and where needed. IITA 
is very conscious of the need to improve the efficiency of labor, and this 
change is a step towards . doing so. 

I. t: 

l 1 

'I IV, ISSUES AND COMMENTS 

: I 
I I 

39. · In preparai:ion for the forthcoming TAC Quinquenni~l Review of IITA, . 
a list of questions ~nd issues bas been .drawn up for discu~sion with . IITA and 
TAC. The program is~ues which follow ~ere highlighted dur~ng the TAC discus­
sion of the forthcoming review and will be closely examined by the Quinquennial 
Review Panel. 

Amended Mandate o·f IITA 

40. The amended mandate has clarified the role of the· Farming Systems 
Program and added plantain . to IITA' s crops • . The last para'graph of the 
mandate would permit ·IITA to indulge in almost any type of agricultural 

1 activity, including extension and production, a deliberate move to avoid 
restricting IITA to a too closely defined role. A considerable number and 
variety of special projects could be accommodated under such a provision, 
however, and the Review Panel could well examine the extent to which departure 
from a "research and its application" approach might be contemplated. · 

Breeding and Selection 
• I 

41. . There has •heen a basic change in the philosophy lqf approach to 
breeding and selectiltjn in the crop improvement programs~ The new programs are 
aimed at breeding and selection for defined agro-ecological sites rather than 

i. 

. i 
i 
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for wide adaptability. This was based on the need to id~ntify varie~ies for · 
both yield and environmental characteristics, in view of !the location speci­
ficity of farming ~ystems, especially those including up~~nd rice. The TAC 
Revie~ Panel will ,~amine the implications closely. : ; 

ti 
Agricultural Engineering j I 

i 1) 

42. The Agricultural Engineering Program and its · plans for expansion 
will be reexamined in the light of an .earlier recommendation of TAC .not to 

I' . 
expand the program

1
~urther. The activities are in no way concerned with . 

sophisticated equipQlent, being aimed at the development of tools which could 
be made by village black.smiths. 

Virology 

43. TAC also advised against expansion of the virology work beyond 
IITA's own immediate program needs. The Board, however, now seeks to 
expand the program beyond the modest level endorsed by TA~, and eventually 
to establish a sizeable regional service. In view of the existence of a 1 

national competence ' in virology quite close at hand, the i~alidity of this 
proposal will be examined by the Review Panel-

ICIPE I , 

. 44. IiTA showa collaborative entomology research wi th ICIPE as a "core 
supplementary" Spe~~al Project. The cost of this program is provisionally 
estimated by ICIPE iat about $360,000 per year, but this ffgure does not 
appear in IITA's s~•cial Project budget, IITA felt that the program was not 
well enough formulited for consideration by the Board for 1978, If extra­
core funds can be found to initiate the program in 1977, or 1978, then the 
Board will consider the question of long-term funding in its review of the 
1979 budget. r 

! I 

Medical Facilities ·, 

45. IITA is proposing a modest improvement ($30,000) to the medical 
clinic in 1978. Medical facilities available in Ibadan have proved inade­
quate, _and IITA makes a strong case for improving its own medical capabili­
ties. A consultant has been retained to study alternative means of improv­
ing facilities. It appears that IITA is already required to provide medical 
care for all the staff and their families, including daily-rated labor. 
The detailed description in the budget document states that one of th& clinic's 
long-term· objectives is to have "sufficient facilities in the Medical Unit to 
diagnose and treat our patients, without going through th~ trauma of sending 
patients to outside .hospitals." Whilst adequate health care is obviously 
very important IITA.will no doubt wish to continue to re\riew ·all the alter­
natives before embarking on what could develop into a major undertaking. 

; 

! I '1, ,~ if~ 
•·i I 

I' I 
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Special Projects 

46. IITA is proposing a major expansion of special rrojects in 1978. · 
Tentative estimates

1 1
of expenditure suggest an increase of :nearly 90 percent, 

from $2.s· million in 1977 to $4.7 million in 1978. IITA', lspecial projects 
would be equivalent l an 1978 to 41 percent of its core ·operating budget, which 
is about double the : percentage experienced in the past by IITA and other 
centers. $274,000 ,~xcluding any amount for ICIPE) of the

1

special project 
budget is designated as supplementary to core operations, ; ~nd with one excep­
tion, funded by core · donors. Even if ~11 the proposed spe~ial projects do not 
materialize, the figures presented raise the question of whether IITA should 
not reexamine extra-core funded projects, in the light of 1 the CGIAR Review 
Committee's recommendations that centers take care not to upset · the balance of 
their programs through taking on too many extra-core projects. IITA's 1978 
budget document gives an account of how each special project relates to IITA's 
core activities. However, the descriptions of special projects are as yet 
much less detailed than those of core programs--they do not, for example, 
identify any specific task$ for 1978. This tends to reinforce the vie~ that 
IITA should reexamine its program of special projects dur~qg the course of the 
TAC Quinquennial Review. · 

Fill Rate and Unit Costs 
I .: 

I 
47. IITA is budgetting for all posts (exce·pt one vii;ologist) to be 
filled for all 12 months of 1978, resulting in a "fill rate" of nearly 100 · 
percent. It is probable that · this will not be achieved i4 :practice, resulting 
in savings in personnel and related costs. For example, a lreduction in fill 
rate from 100 percent to 95 percent would result in savini, in personal 
seryices ,- supplies a,;id expenses, and travel of some $400,000 in the 1978 
budget. 1 1 

' 

I· I I I 
,:, 

Budget Classificatign 
,:) ti 

48. As noted~~ paragraph 24 above, IITA classifies 'its expenditure on 
Physical Plant Services as Research Support. In a sense, of course, . every 
activity undertaken by a center can be regarded as supporting research. 
Nevertheless, maintenance and operation of buildings other than . laboratories or 
farm buildings, vehicle pools, utilities, etc., are not functions that are 
usually' . regarded as direct research support. Including them gives quite a 
distorted view of the resources going to research as opposed to overheads and 
other activities. lITA is reexamining its budget c~tegor!~s, and may find it 
appropriate to idenbify those parts of the Physical Plant :Services budget 
which constitute direct .research support, as defined in pJragraph 22 (b) of 
the Secretariat's budget guidelines dated February 25, 1976. IITA is in the 
process of redesigning its management accounting system, 44d it is therefore 
an appropriate time to make any such change. ' 

. Capital Plan 
. 1-li I 

49. . It is pre~ture to cOtnlllent in detail on IITA's C$pital plan, which 
is still being for~ated. The Secretariat suggests that i.J ITA take particular _ 

. 'r.l . . ., 'l 
I ( 

I. 

::t I 

!ti 
( I'! 

'• f l 
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care to provide a CODlplete justification for any substantial new capital 
items, including a full evaluation of alternative solutions, and 
alternative phasing. The justification for each item should also be 
explicit in terms of its relevance to scientific programs. IITA will also 
wish to consider possible trade-offs between constru~tion and equipment 
standards and maintenance costs. 

TAC Review 

SO. A quinquennial review of liTA is scheduled by TAC for October 1977. 
No budgetary provi1ion has yet been made -to cover its cost, estimated by ,the 
TAC Secretariat at $90,000. IITA is revising its 1978 budget to make allow­
ance for this. 

Conclusion 

5 l. . Noting the comments made above, and bearing in mind that IITA will 
·shortly be reviewed by TAC, the Secretariat reco1Dllll8nda llTA•s 1978 Prograa 
and Budaet propoaala for approval of CGlil donors. 

1 1 
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. Dr. A. Hµgh Buntin~, Chairman .·(s~cond :t~rm-expires l980) 
Professor of Agricultura peve opment Overseas . 
Plant Science Laboratories 
Unive·rsit din , -Whiteknights .• . _ . 
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Mr. B. S. Olgruntoba, · ~1 ce Chairman . (ex officio) 
Permanent Secretary 
Federal Ministry of Agriculture & Rural Development 
P.M.B. 12613 ·1 

La gos , Nigeria 

PERMSEARCH, IAGOS 

Prof. · · (~amed by Federal Government) ~NIVERSITX IBADAN 
·r- · ---- ------ ~- · . 

De ellor 
University of Iba9an 
Ibadan, Nigeria \ 

. Dr_ Willi Ehmann (1st term) 
Chief of Department _ 
Ministry of EC?onomic ·Cooperation · . 
Friedrich Ebert Allee 114-116 , 
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Dr. William K. Gamble· (ex officio): 
Director General, Ill'~ 
P.M.B. 5320 
Ibadan, . Nigeria 

Mr. D. E. Iyamab(? (ex-officio) 
Secretary, Agricultural Research Council of 'Nigeria 
Moor Plantation 
P.M.B. 5382 
Ibadan, N_igeria 

TROPFOUND, IKEJA 

•
1
AGRESCON I IBADAN 

. .. • 

Dr. Jean Lorougnon-Guede (2nd term) 
Minister of Scientific and Technical Research 
Ministry of Scientific and Technical Research 
Abidjan·, Ivory Coast 

MINISTRY RESEARCH, ABIDJAN 

Dr. F. F. Hill (ex- officio) 
Ford Foundation 
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Dr. Luis Marcano ( 2nd term) 
Presidente 
Fundacion Servicio para el Agricultor 
Edificio la Estancia 
Apartado 2224 
Caracas I Venezuela 

Dr. John J. McKelvey, Jr. (ex officio) 
Associate Director~ '. Agricultural Sciences 
The Rockefeller Foundltion 
1133 Avenue of the Americas 
New York, New York 1003 6 

·Dr. Joseph M ~ Menyonga (2nd term) 
. Centre of Perennial Crops 

P. M. B·. 25 
Buea, Ekona 
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Cit. Muke r} di Mbuyi Tshingoma (1st . term) 
Directeur General 
Depa rtement de ! 'Agriculture 
Kins J1asa, Republique du Zaire 

Professor R. J. Olembo (1st term) 
Div. of Ecosystems '. & Natural Resources 
UNEP, P.O~Box 30552·· 
Na irofil, Kenya , 
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Dr. Leonard H. Shebeski (2nd term) 
Dean, Faculty of Agriculture 
University of_ Manitoba 
Winnipeg, Manitoba, Canada R3'11 2N2 

Mr. Guy Va11aeys (1st term) 
Deputy· Director General 
Institut de Recherches Agronomiques Tropicales 
et _de Cultures Vivrieres (IRAT) 

· 110, r'ue oe l' Universite 
75340 Paris Cedex 07, France 

VENZOLEO, CARACAS 
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INTE RNATI ONAL DE VELOPMENT I IN TERNATIONAL BANK FOR I I NTE RNAT IONAL F I NANCE 
ASSOCIATION RECONS TRUCTI ON AND DE VELO PMEN T CO RP ORATION 

OFFICE MEMORANDUM 
TO: Files DATE: October 19, 1977 

Q_;. 
FROM: Clifton E. Senf, Operations Assistant, WAlDA 

SUBJECT: NIGERIA: Regional Mee_tipg with Nigerian Delegation 
to Annual Meetings on September 26, 1977 

1. Mr. Chaufournier opened the meeting 1_/ 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 was 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 other 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: 

!/ 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. 
role 

Bank involvement in the industrial sector could play an important . 
Government's efforts in promoting medium and small indigen'tJus 

as well as a few large projects, sue as t e fertilizer proJec, n 

Water Supply 

Both the Nigerian Industrial Development Bank and the Nigerian 
and Industry are potential lending possibilities. 

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 appe~r 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 s chemes, 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. 

l 



Files - 3 - October 19, 1977 

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 ~~~-n had been scheduled 
to visit Ni eria in Octob , with prospects for a proposed first ]ending 

on 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 char es ·ous P.ublic utilit ed 
an will be ke iew, as it is the Federal 

rnment'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) 

(d) 

Goverrunen t is al ready c:,;o:::,:m::::i .;;t ..::t ~e:.::d~~~.a...u_;.,~va:::.::,r .;:d...:r.:e;.:v.:i:.::s;.:i~o;.:n;:._;o;.;f:....i::.n::;:.:;.t ~e.:.r .:::e~s t 
rates, and the whole structure interest rates is currentl-y 
unaer review; 

On the expenditure side, Mr. Bello stated that he was pleased 
to announce the recently-taken decision to freeze recurrent 
ex enditures for two ears; and 

(e) In addition, capital expenditures are bP.ing reduced as a 
re-ordering of priorities takes place. 

Mr. Bello quoted the reduction in size of the proposed lant and 
a reduction in the number o propose ~--~-...u,.a,,_.,•~ es of the re-ordering 
of overnment s capita pment 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 state e Gov. e tion, as 
suggested by the Bank's Economic Report, :i~s2 ~~:!.!~~;-t,O-~~~~~~'i-
established polici=- -..a-·Qr wi-n he ffi<: e rate to eriodically adjusted 
to c anging conditions. Additionally, it was pointed out that the exc ange 
rate had been dropping since May of 1977. 
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13. In the discussion of t he 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 seemect reasonably at eas-e""in the use of such terms 
as "depreciat ion" or "allowing the rates to adjust _downway;d" . Furthermore, the 
Nigerian delegation had · formed the impressione: that the Bank's recommendation 
implied a once-and-for-all realignment of currencies, 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 tlii s issue, ana there To--.. 
therefore ample room for further discussions on the matter. 

15. Mr. Bello enquired about the prospects of a line of credit for the 
Nigerian Agricul u a an NAB, adding that the NAB is i n need of funds which 
tlie e eral 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 he one, of· th~ major issues ,J:o 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 diversif the econom awa f o and regenerating 
agriculture. To this end, the Federal Government is also lookin to the Ban 

he form of ista 
the Government working with the Bank provides as 
which is extremely valuable in lie ping to ensure at proJects are bot e ec-
tively and efficient y emented. In conclusion, Mr. Bello stated that the 
Government's desire is for an expanded Bank program that provides for an annual 
1.evel 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 m~gnitude 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 millio evel in the next few ears with substantial --

y to adjust as the situation becomes more clear. 
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18. The meeting was concluded -after a scheduie 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, Soges, D. Singh, Brandreth, Cole 

Cleared w/P. Taylor-Lewis 

CSenf/lgl 
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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 
Mr. S. B. Falegan, Director of Research, Central Bank of Nigeria 
H. E., 0. Joloaso, Nigerian Ambassador to the United States 
Mr. S. N. Mbamarah, Principal Secretary, Federal Ministry of Economic 
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The News Media in Nigeria 

Genera 1. 

The Nigerian Press is among the largest and mos_J 
dynamic in developing countries. There are over a hundred 

-i-cations in the country. These include about 
Sunda n 1s -laR~uage ~a ers, about 30 weekly and mont 
magazines, a dozen quarterly and half-yearly periodicals, and 
scores of house journals published by companies and professional 
organizations. · 

Radio broadcasting in Nl_get·a is both a national and state 
responsibility. The national radio network, operated by the 
Ni~erian Broadcasting Corporation (NBC), has both a public affairs 
and a commercial channel. Many of the 19 states in the Federation 
also operate local radio stations, and efforts are being made to start 
broadcast services in those states where they do not exist at the 
moment. 

· Television, which became a national responsibility in 1975, 
is also operated by the NBC. 

Status of the Press 

Editorially, the ress is relativel free, when 
compared with much of the press in the rest of Africa. T ere is 
no official censorship. But given the structure of ownership, 
together with the aura that surrounds a military government, news­
men in Nigeria exercise some formofself-censorship. Newspaper 
editors, however, circumvent editorial responsibility by giving 
space to articles or statements by intellectuals from the universi­
ties and influential people of all shades of opinion, particularly 
the old-time politicians and their would-be successors. 

Since Nigerians have always enjoyed public debate, the news-
P.a ers seldom lack controvers The current gradual movement towar s 
a return to civilian rule, exemplified by elections to local coun­
cils and the Constituent Assembly, has returned some of the former 
vitality to Nigerian newspapers. 

Newseapers ·and journals 

Although most newspapers and periodicals are published in 
the states, aJ a e. J:,Y-!n to a eal to the national. ~~· 
audience. Th ential is also the oldest and largest: the < 
D ·1 Times, published in Lagos, with a circulation of about 350,000. 
Its Sunday edition runs over 410,000 copies. The two papers together 
form the flagship of the publishing fleet that is the Daily Times 
Group; a group that includes an evening edition, the Evening Times, 
and one weekly paper each day of the week: Headlines; Times Interna­
tional, Business Times, Lagos Weekend, etc.; and other magazines and 
periodicals. The Daily Times Group was a privately-owned independent 
institution until late in 1975 when the overnment decided to partici-
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pate in its op~rations by buying, through a para-statal corpora-
tion, 60 percent of the Daily Times Group's shares. < 

Rivallin Times in influence, if not in ci;cula-
tion, is the New a1 y simultaneously in 
Kaduna and Lagos, by a government-owned corporation, the New 
Nigerian Newspaper Ltd. 

Many of the remaining newspapers and magazines are also · 
run either by para-statal corporations or institutions. But a 
few are independent and privately-owned. Most important of the · 
latter are the Punch, with its Sunday edition ~unday Punch (circu­
lation 100,000), the West African Pilot, the Daily Express, all 
published in Lagos, and the .Nigerian Tribune, published in Ibadan. 

Nigerians are very interested in international affairs. 
The news media try but very often fail to satisfy this need. The 
level and choice of their reports and commentaries reflect a 
dearth of newsmen who are really knowledgeable in f~reign affairs. 
There are a few exceptions, e.g., Times International, New Nigerian, 
Afriscope Magazine, Sunday Punch and the Daily Times. The huge 
demand for foreign news is partially being met by international 
newspapers and magazines from Europe and America. These are readily 
available in newstands and all good hotels. 

Radio 

National radio and television broadcasting are carried out 
by the Nigerian Broadcasting Corporation, a statutory corporation 
set up in 1957. It is financed by government subsidy, licence fees 
and commercial advertizing revenue. The NBC is charged with the 
responsibility of providing, as a public service, independent and 
impartial radio and television programs. The principal languages 
used are English, Yoruba, Hausa and lgbo, with some programmes in 
Efik, ljaw, Fulani, Kanuri, Tiv, Edo and Urhobo. The NBC began an 
external service, the Voice of Nigeria, in 1962. This service 
broadcasts programmes in French, English, Arabic and Hausa for about 
9 hours a day, beamed to all parts of Africa, Middle East, Europe 
and the Mediterranean. 

By the end of this year, virtually all the nineteen states 
in Nigeria will have local radio stations. The existing ones cur­
rently operate in a dual capacity of a public service and a commercial 
station. 

Television 

Television in Nigeria is national, operated by the NBC. Each 
state, however, has the authority, and most of them the capacity, for 
local program planning and production. A Nigerian Television 
Authority was created recently to coordinate and supervise the opera­
tions of all efforts in public and future private televisi~n broad-

. casting. 
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NBC-TV programs are beamed in both color and black and white, 
not only in the main languages (English, Yoruba, Hausa and -lgbo), but 
also a number of other local languages. 

Coverage of Bank affairs 

The Nigerian press gave good and sometimes lengthy coverage 
this year to the Annual Report (coverage of the Annual Meetings is 
sti.11 be monitored). This is partly the result of IPA's resuming 
its public affairs missions to Nigeria, where the climate for this 
kind of work has improved. A Nigerian editor was invited in May 1977 
to attend IPA's press seminar in Washington. And 13 Nigerian journal­
ists attended a briefing and luncheon by IPA in October this year at 
the time · of Lt.-General Obasanjo's visit to the U.S. 

Information and Public Affairs Department 
October 18, 1977 
AF:mw 
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Nigeria Key Economic Indicators 

In$ millions unless otherwise indicated 

1975 

INCOME, PRODUCTION, EMPLOYMENT 
GDP (fiscal year)* 23,143.5 

Population (estimated) 
GDP (per capita) 
Crude Petroleum Exports 

(million bbls/day) 
Manufacturing Production 

(1972 = 100) 

AGRICULTURAL PRODUCTION 
(ooo tons) 

Cotton 
Cocoa 
Peanuts 
Palm Kernels 

MONEY AND PRICES 

75.75 
305.5 

1.785 

147.7 

59 
216 

3 
290 

Money Supply 3,229.7 
Consumer Price Index 

(1960 = 100) 285.1 
Commercial Minimum Lending Rate 6 
Treasury Certificates 

(one year) 3 

M.LANCE OF PAYMENTS AND TRADE 
Foreign Exchange Reserves 
Balance (basic) 
Exports (FOB) 
U.S. Share 
Imports ( CIF) 
U.S. Share 

*1974-75 factor cost 

5,840.3 
249.6 

8,288.8 
2,255.1 
5,547.3 

644.6 

1976 

25,518.8 

77.72 
328.3 

2.o67 

170.6 

69 
170 

5 
250 

5,202.9 

348.l 
6 

3.5 

5,500.9 
- 381.7 
9,320.9 
4,930.9 
7,3ll.9 

7€,a_g 

% change 

@ 
2.6 
7.5 

15.8 

15.5 

16.9 
- 21.3 

66.6 
- 13.8 

61.1 

22.l 

- 5.8 

l2.5 
118.6 

31.8 
19.4 

2. 

1977 
estimated 

28,071. 

@ 
~ 

190.6 

75 
190 
200 
270 

8,844.9 

487.3 
6 

3.5 

4,800. 
- 750.0 

l0,486.0 
N/A 

9,637.0 
N/A 

Main imports from U.S. (estimated values) 1976: Wheat ($91.8), Rice ($25.5) 
Machinery and Transport equipment ($144.4), Parts of telecommunications 
apparatus ($44.o), Chemical elements and compounds ($16.2). 

Sources: Central Bank of Nigeria, Lagos 
Federal Office of Statistics, Lagos 
All 1977 estimates U.S. Embassy Lagos 
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SUMMARY. Nigeria's expansion continues at f'ull steam fueled by 
rebounding petroleum revenues. Intent on doing everything at once, 
the country is beset by congestion, inflation, shortages of trained 
manpower and the myriad problems that accompany an over-heatea economy. 

ever heless, f!rm political commitment for development and continued 
high oil export earnings promise to keep the growth surge rumbling 
forward. Having successf'ully handled the challenge of the International 
Black Arts Festival, the FID should now find time to focus on needed 
infrastructure projects. The revised five-year plan calls for more 
attention to the common man's needs, accenting road§_, !!_ousing, water 
systems, and agricultural development. ---

There have been several noteworthy events in the last six months 
affecting trade and investment. .Although the trade account stayed in 
surplus, swelling purchases and a pronounced deficit in invisibles 
turned the balance of payments negative, a situation which will soon 
lead the government into offshore borrowing. Budget constraints have 
also prompted incr~ased strictures on imports and more exacting scru­
tiny of contracts by the government. Positive signs include increased 
public sector outlays generated by the upwardly revised national plan 
and some encouraging new incentives for oil exploration and production. 
The latter should improve the foreign investment climate which pre­
viously had been cooled by regulations on "indigenization" or increased 
Nigerian ownership of companies. American firms will have an opportunity 
to impact on the Nigerian market through participation in the Lago~ 

ternational Tr · eduled Nove er 2 - December 11, 1977, 
the irst major international exhibition ever hosted by Nigeria. 
Political conditions appear more settled and progress continues toward 
promised civilian rule in 1979. 

Political outlook steadies. The political scene is becoming more stable 
as the trauma of the Head of State's assassination in early 1976 recedes 
into the past. · Pace development, especial in construction; movement 
on schedule toward civilian r e; successful creation of seven new 
f tates; r o.m o oc government (elections were held in late 
1976); and assertion of Nigerian leadership in Africa all contribute to 
popular approval of the present government. In,_!lation remains a poten­
tial cause of unrest, but the government recogI?-izes the <!anger and is -­
making well publicized efforts to combat it. Nigeria is in the proress 
of adopting a new constitution to go into effect with the return of 

· civ an government in 1979. While a minority of students and· 
lectuals criticize the draft constitution as ca,12· · ·st-
oriented, the majority of Nigerians appear to favor a mixed economy 
with ample opportunities for free enterprise and resist the imposed 
ideology and regimentation attendant in a socialist "people's state." 
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Equally meaningful has been continuing insistence by top officials of 
federal and state economic ministries that American investment and 
management are yery ~eedOS:=-here. In the sphere of trade as well, top 
government leaders have stated that more of America's leading companies 
should be active in Nigeria. 

Growth rate spurts, but budget squeeze obliges borrowing. In the April 1, 
1976 - March 31, 1977 fiscal year, Nigeria's Gross Domestic Product, 
measured at 1974/75 factor cost, was $25.5 billion, a real growth gain of 
10.3% over the previous year. With petroleum accounting for roughly 4CP/o 
of GDP, the 16.8% increase in cru · rts was the prime factor in 
the economy's ~~~J~usion. griculture, fishin and estry, which 
together make up 25% of GD, grew only 3o. Projections for another 1(1'/o 
GDP gain in fiscal year 1 ? r est on an expected increase atl5% in oil 

venues. os - 977 prospects ~ been muted because of stagnant in:­
vestment in the petroleum sector, but fresh government incentives furnish 
new hope. 

For the fiscal year ending in March 1978 total gross revenue for the FMG 
is estimated at $12.09 billion, a 25.3% increase over the previous year. 
Of this sum, $2.84 billion will be allocated to the state governments as 
statutory revenue leaving $9.25 billion for federal spending, now pro­
jected at $13.6 billion. As $4.9 billio1i are necessary for recurrent 
expenditures, only $4.35 billion will be available to fund the $8.7 
billion expenditures on capital or development account. According to 
the FMG, internal and external loans must cover the resultant $4.34 
billion gap. It is unlikely that such a large deficit will occur, 
however, as bottlenecks in plan implementation will probably hold actual 
disbursements to no more than 6afo of estimated expenditures. If this 
assumption holds for the current fiscal year, less than $800 million 
will be needed in loans. Additional financing may be done by state and 
local governments which this year were given the right to float bonds 
in the capital market. 

Five-Year plan expanded. On April 4, 1977 the government unveiled a 
revised development plan for the period 1975-80. The total nominal 
public sector spending program rises to $68.4 billion from the previous 
total of $48 billion. As lanners estimate that onl 6 o of the plan 
will be · d, expected disbursements have really risen to 1 
billion from $31.2 billion. The increase in spending stems from in­
flation in project costs, the requirements of seven new states and a 
new federal capital, and more attention to the practical needs of the 
population at the expense of prestige projects. While the revision 
does not list priorities, the largest sectoral gains appear in trans­
portation, communications, defense and urban and regional planning. 



Balance of payments goes negative. Export earnings hit $9.321 billion 
in calendar year 1976, 93% of which derived from petroleum sales. 
Merchandise imports were valued at $7.312 billion, resulting in a trade 
surplus of $2.009 billion. Non-merchandise imports, including insurance, 
transportation, and other services, came to $2.215 billion causing a 
current account deficit of $2o6 million. The capital account had a 
deficit of $176 million for an overall balance of payments deficit and 
foreign exchange outflow of $382 million, sharply in contrast to the 
1975 surplus of $250 million. The FMG has reacted with a series of 
measures to staunch exchange losses. Insurance must now be written by 
local companies; only 5Cfl/o of contract fees on consultancy contract fees 
can be remitted; limitations on dividends have been extended for a year; 
import prohibitions and upward tariff adjustments have been widened and 
"conspicuous consumption" has been officially denounced. Recently barred 
from entry are such items as champagne, lace, bottledwater, madras, 
carbon paper and cars above 2500 cc engine capacity. Items newly requir­
ing an import license include common salt, carpets, furniture, watches 
and passenger cars with engine capacity between 2000 and 2500 ccs. Other 
hardly luxury items like preserved fruits and vegetables have remained on 
the license list for over a year. Tariffs have been altered to further 
protect such local industries as tires, clothing, footwear, brewing and 
textiles. / 

Inflation eases. Better news comes in the official consumer price index 
climbing 22.o/o in 1976, compared to a rise of 33% in 1975. However, many 
analysts dispute these figures (not surprisingly as the index is based 
on expenditures of urban workers with a maximum income of $1,264 per 
annum) and see the rate lower than last year but still hovering around 
3cY/o. In any case, several measures appear to be working. Money supply, 
for example, increased 61% in 1976, as against 74% in 1975. Dividends 
will continue to be restrictei to a nominal rate of 4cY/o in the coming 
fiscal year, but due to the corporate income tax provisions this amounts . 
to an effective rate of 16%. Price and wage controls continue, and 
credit ceilings and. cash reserve requirements have soaked up some 
liquidity. Rent control edicts, however, for the most part appear to 
be circumvented. Heavy penalties against smuggling have been announced. 
But underlying problems remain. There still is relatively little growth 
· · · or riculture. Indigenization regulations have 
discouraged foreign manufacturers ~rom setting up operations, depriving 
the country of new productive capacity that was definitely in the offing. 
The awaited breakthrough in distribution channels is still somewhere in 
the future. Port congestion has eased, worsened, eased and then worsened 
again, and the needed road network linking urban and rural areas is not 
yet operative. Losses in trucks from accident and break-down remain 
excessive. Storage space continues to be seriously deficient. Demand 
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will outrace supply for long into the future. Yet in all fairness, 
Nigeria has worked hard and spent lavishly to remedy these ills, and 
some results should become visible by early 1978. In Lagos alone, the 
new ring road should loosen the traffic stranglehold on the city, and 
10 new maritime berths should soon be inaugurated. 

Oil output climbs. In 1976, Nigerian earnings from petroleum exports 
totaled $8.6 billion, up from $7.1 billion in 1975 with first quarter 
1977 exports averaging 2.102 million barrels per day. Nigeria should 
be able to maintain its current rate of production and exports through 
the yea:r. In view of price increases in December and April totalling 
just over l(JJ/o, oil revenues could reach $9.5 billion this year. Ou.,tlook 
beyond l9Zl, however, is less certain. Increasingly restrictive govern­
ment policies over the past four years have shrunk profits and caused 
investment in · develo men T'\ .... ,-.r1,,ction facilitie's 
to up. Consequently, a real possibility exists that net ep e ion 
of oil re erves in developed wells could force actu cu backs in pro-
ductio 9-. Aware of this, the in pril began discussion of 
proposed new investment incentives with the oil companies. The reaction 
of the latter has generally been that the proposals, while not sufficient 
to stimulate new activity in all areas the FID wishes to see developed,. 
will at least make some projects viable. Given strong demand for light, 
low-sulphur Nigerian crude, particularly in t~e U.S. market, these 
incentives should stimulate enough new investment to keep production at 
or near present "levels over the next 3-5 years. in aining or increas-

g P-roduction in the ear an mi - 80 no ds on beginning 
e loratio ow of shore and areas, and the pres n 
investment incentive proposals icient to accomplish 
this. Al though OPE may , eria cannot look 
forward to increas · ude required to meat 

ent Plan expenditure forecasts. ___ ......,;...........,...,..._;~ 

Agriculture sector is large buyer. With population and consumption 
trends clearly outrunning farm yields, the past year has seen a heady 
spree of purchases from abroad. In 1976, i.Iµports of foodstuffs and 
live animals topped $6oo_million, of which $150 million ca.me from American 
suppliers. Purcha$es from the U.S. in 1976 were 55% ahead of 1975 and 
are expected to double in 1977. Items to watch in the U.S. share are 
rice, wheat and frozen poultry. Sluggish domestic agriculture expanded 
only 3% during the year, and yields of the largest commercial export 
cro s eanuts and coco ion of what they were several 
iears ago. Inadequate inputs, flow of rur workers to the city, 

· f. ettin credit, sk· torage and transport ac· ities, 
..::;;:;.::..,.;;:;..,::i~~-.:.::.e. e~d~~r~i~c~e~s~ combine to depress output despite a 

variety of government improvement schemes. evert e ess, official 
emphasis on lifting agricultural productivity appears more intense 
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than ever. The National Accelerated Food Production Program, placing 
technical assistance centers in strategic locations, promises to implant 
new muscle. The FMJ has also begun to establish giant 3000 square mge 
lantations on which s tinue to live and work, ~w;2portea 
~ modern acili~y from which a contracted management company supplies 
farmers with needs ranging from tractors to advice to seeds and fertilizer. 
Banks have again been ordered to reserve higher shares of lending port­
folios to farmers, all farm equipment and fertilizers are now free of 
import duty, and a streamlined structure of commodity boards has replaced 
the former state marketing board system. Seven boards, each responsible 
for one commodity, have been set up around the nation in respective grow­
ing areas (e.g., Cocoa Board in Ibadan, Groundnut Board in Kano, etc.). 
Agricultural sector purchasing is increasingly decentralized in the states 
and sellers should direct their efforts there. 

Indigenization policy formalized. Six months after the first notification 
of a new Nigerianization ownership policy for business, the Nigerian 
Enterprises Promotion Decree was published in January 1977. The three­
schedule decree supercedes all previous measures and must be implemented 
by December 31, 1978. Schedule I contains 4o ~ategories of business re­
served exclusive for Ni · including wholesale distribution of ' 
locally produced goods, advertising, garment manufacture, and blending 
and bottling of alcoholic drinks. Schedule II contains 56 categories of 
business which must have at least 6CY1/o equity participation by Nigerians 
inclu ing commercial, merchant an e men an ing, eer rewing, 
construction, distribution and servicing of motor vehicles, manufacture 
of plastic and rubber products and mining and quarrying. Businesses not 
covered i~ Schedule I and II fall into Schedule III which re~uires at 
least400/4 ownership of equity by Nigerians. These schedules provide-. 
only a rougli gui e an sblffl nies· wi h activities in more than one 
schedule must seek further clarification of their status. Strict 
penalties oppose sale of ownership to a Nigerian front man to mask 
continued alien control, and no individual may be allotted more than 
5% of the equity of a company or a portion valued at $79,000, which­
ver is higher. According to some sources the indigenization decree 
will result in 200 new issues in the Lagos Stock Exchange with new 
shares valued well in excess of $316 million. Most companies will 
probably wait until the end of the 1978 grace per=kg_d to dispose of 
equity, but large trading companies have been given incentives to do 
so by June 1977. 

Nigerian officials explain at least 70% of vital economic sectors were 
in the hands of foreigners, a situation which Nigerians felt called for 
the "commanding heights" to be passed back into local hands. Moreover, 
they point out that the most practical way to transfer technology is to 
have Nigerians involved- in the ownership of the organizations receiving 
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the transfer. No new changes in the rules loom in the foreseeable future. 
Ministry spokesmen as well as local businessmen state that foreign manage­
ment and organizational skills, especially .American, are crucial for 
success and these will not come without foreigners having equity. 
Investment interest from abroad is again picking up, one pragmatic 
approach being for the foreign firm to make its investment in the form 
of equipment sold to the joint venture and then enter into a management 
contract. Anyone considering investment, however, must take ample time 
to survey the whole Nigerian scene, select suitable partners and care­
fully scrutinize all the legal requirements, particularly repatriation 
limitations on dividends and fees. 

Implications for the U.S. Some noteworthy facts cannot be overlooked. 
American exports to Nigeria have more than doubled in the past two years, 
rising from $346 million in 1974 to $770 million in 1976. Sectors have 
been penetrated by U.S. goods and services for the first time. Nigeria 
is the eighth most populous nation in the worl and the fifth larges 
tra s ier to e .S enjoyed a$ .1 billion trade surplus with 
us in 1976, its sales to us being six times greater than our sales to 
Nigeria. Since 1969 Nigeria's growth rate has been in excess of 8%. 
But as roughly ll% of Nigeria's imports and 20% of its foreign private 
investment come from America, there is room to do more. Reinforcing 
the message of the statistics is a perceptible improvement in political 
relations in the past year, a development which has seen Nigerian leaders 
invite more activity on the part of .American firms. Another factor to be 
considered is Nigeria's timetable to return to civilian rule in 197, a 
date by which the regime wants to achieve as much as possi In many 
cases, Americans offer the best means to get the job done well and on 
time. 

An analysis of development objectives and purchasing trends indicate 
that certain sectors offer special promise. Transport is needed more 
than ever to bind the nation together with trucks, buses and rail 
equipment. Water resources are receiving urgent attention and strong 
demand exists for related machinery and services, including borehole 
drilling, submersible pumps, and pipe-making equipment. A survey of 
timber resources has recently been completed and sawmill and wood­
working machinery sales are brisk. Communications equipment is much 
wanted, as are companies that will produce items here~ Medicinal 
products, which accounted for $210 million in imports in 1976, should 
swell with upward budget adjustments in health care sector; stocks 
were very low last year and need replenishment. After painful delays, 
educa · re e ected to get off ound with requirements 
extending from visual aids to teachers colleges to laboratories. 
Agriculture offers strong potential in all its segments. One leading 
U.S. tractor manufacturer recently held a two-week seminar in the north 
and sold every piece of equipment it could bring into the country. The 



trend is for larger horsepower units to serve larger farms. Food 
producers and handlers, the latter increasingly busy with growing 
imports, need more and better storage facil1ties. Reefer trucks are 
sought, as are other speciaJ.ized units such as garbage trucks. 
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Still lagging is the presence of large U.S. construction firms, compe­
tent and tried in international business. Negotiations are now going 
on with several leading construction firms to form joint ventures with 
the FMG. Strengthening the U.S. image, the Nigerian capital develop­
ment authority responsible for the building of the new federal capital 
city selected the U.S. Geological Survey to perform basic services for 
the project and has recommended a consortium of U.S. firms to do the 
master planning. Able companies are wanted to compete for projects 
ranging from hospitals and roads to factories and power plant3. 

Responding very favorably to U.S. sources is the long-neglected con­
sumer goods sector. Department store buyers' reaction to calls made 
by American representatives frequently is "Where have you been?". 
The populace is increasingly attracted to U.S. styles, materials and 
appliances. A trend-setting Nigerian company, recently ordering U.S. 
boots and pants for the first time, predicts a '" swing to "western cowboy 
dress" in 1978-79. 

The major potential for exports to Nigeria will remain in the field of 
machinery and transport equipment. Imports of this type were roughly 
$3.3 billion in 1976. The second largest import category, valued at 
$2 billion, is manufactured goods. Promising markets in this field 
are iron and steel sheet, yarn and cement. The U.S. should continue 
to dominate in food · exports to Nigeria, and another sector for expan­
sion is chemicals. 

Many of the projects in the 1975-80 Plan have been contracted for. But 
those still available include a petrochemical complex expected to cost 
$474 million, two export refineries expected to cost $158 million, two 
liquefied natural gas plants expected to cost $2 billion, the installa­
tion of standard gauge railroad track expected to cost $930 million and 
several major highway projects. 

The FMG is mainly encouraging investment in the fields of medium to 
high technology manufacturing. Businesses which fall into Schedule III 
of the indigenization decree requiring only 4o% Nigerian ownership are 
largely made up of such firms. Examples include manufacture of agri­
cultural machinery, of motor vehicles and motorcycles, of radio, 
television and communications equipment, and of drugs and medicines. 
The same products loom large in Nigeria's imports. At the beginning 
of the five-year plan only 15% of the consumption of drugs and 
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medicines, 14% of basic industrial chemicals, fertilizers and pesticides, 
and 1% of machinery and equipment excluding electrical equipment were 
produced locally. Other promising areas . for which only 40% Nigerian 
ownership is required include hotels, oil servicing companies and dat~ _ 
processing services. 

In -their activities, American firms must remember certain basic points. 
Patience and market research are crucial. Successful ventures do not 
come from hurried visits. Local partners or agents need vecy careful 
study before selection; the prospective Nigerian representative who 
makes a good impression when calling on the home headquarters of an 
American £irm may turn out to be a very weak reed in his own homeland. 
In all _sales packages, a comprehensive training component is vital; 
Nigeria does not simply want to buy, it wants to learn. A rightfully 
proud, increasingly strong developing nation, it expects the same 
attention and reliable back-up service accorded industrialized western 
countries. The groundwork and effort needed to complete ·transactions 
often exceed that required elsewhere; long delays, problems and frus­
trations can be expected. But there is a powerful market that continues 
to expand, and a wealth of investment opportunities which are only 
lightly tapped. It should also be kept in mind that Nigeria's actions 
and her preferences exert a significant demonstration effect in much 
of Africa. An excellent way to make the most of the potential which 
Nigeria offers is participation in the Lagos International Fair which 
will run from November 27 to December ll, 1977. 
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