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Background

The "oil boom" of the mid-1970s has proven illusory and destabilizsing for Nigeria.
Our economy has been in decline for over I5 years with lower GDP per capita
today than in 1980. This stands in stark contrast to the enormous growth and
rapidly improving quality of life enjoyed by many emerging nations throughout
the warld. Theimpemtive for Nigeria to get oureconomic act together and join the
prosperity of similarly, or even lesser, endowed nations gave birth to the concept
of an annual Nigerian Economic Summat.

The concept was the creation of Chief E. A. O, Shonekan who, as Chairman of the
Transitional Ruling Council, initinted the First Nigerian Economic Summit in
February 1993, After a year's lapse, the Head of State, General Sanl Abacha has
propelled the Summit process forward by strongly supporting the Second Nige-
rian Economic Summit in May 1995

The First Nigerian Economic Summit brought leaders from both the public and
private sectors together to discuss Nigeria's economic problems and to formulate
niew strabegies which would stimulate sustainable sconomic growth so necessary
to improving the quality of life of all Nigerians.

Prior to the First Nigerlan Economic Summit, the Structural Adjustment
Programme (SAF), introduced in 1986, had gone some way towards addressing

lemns created by the “oil boom", However, while some moves had been made
towards deregulating the economy and improving macro-economic policies, the
benefits had been largely negated by a lack of fiscal disciplinge and failure to create
the sort of enabling environment which would encourage the private investment
necessary to achiove Nigeria's ecomomic objectives

A major factor contributing to the lack of real economic development has been the
general fatlure to implement what have frequently been well articulated policies.
There can be little doubt that, if the policies of the late 1980s had been properly
implemented and fiscal discipline imposed, the economic benehits of the SAD
could have beensignificant. Nigeria's problems had, of course, beencompounded
by the declining oil prices of the 1980s allied to the failure to develop non-oil
exports, neactivate the agricultural sector and at the same time develop Nigeria's
vast store of natural resources. Looming large over this economic decline was the
spectre of a population growth rate which has demanded a significant related
economic growth just to maintain the status quo.




It was in the light of this gloomy economic perspective that the First Bconomic
Summit aimed al eslablishing an on-going dialogue between the public and
private sectors in order to define prionty economic issues and to formulate an
Economic Action Agenda for Nigeria. The Summit, undoubtedly, created a sense
of partnership between the two seclorsas participants recognised that, while they
may hold differing views on just how the objectives were tobe achieved, there was
complete unanimity as o what those objectives were - the sustainable develop-
ment of Nigeria's economy. The First Summit resulted in the production of a
detalled Report followed by an Ecomamic Action Agenda (EAAJ, The Report
covered the proceedings of the Summit together with the recommendations of
twenty-four discussion groups, The EAA detailed specific measures for immedi-
ate implementation as well as measures for both short and medium-term reforms
- all of which were priortsed.

The momentum established by the First Summit was sustained by governmenl's
invitation o corg group participants to reassemble in Abuja to discuss the
structure of the 1994 Budget, This Pre-Budget workshop centred on the recom-
mendations published in the EA A, the main thrust of which was the development
of a deregulated free market economy, Unfortunately, the change of Government
in November 1993 resulted ina complete about-turn in policy direction as the 1994
Budget introduced tight reguslatory controls on exchange and interest mtes while
aiming for a balanced budget anchored on fiscal discipline and the abolition of
deficit financing. As a result, plans for a 1994 Economic Summil were dropped.

By the end of the first quarter of 1994, it was becominig clear thal the aims of the
1994 Budget were unlikely to be achieved. Capacity utilisation was falling,
infrastructhure was deterivrating, investment in the petroleum sector was declin-
ing due o outstanding cash-call payments, the real financial sector was in
disarray while the manufacturing sector was having vo fall back on the foreign
exchange parallel market to meet its import requirements. Unemployment was
rising as was inflation. The quality of life was clearly deterdorating. Inflows af
foreign exchange diminished while capital fight increased and investors were
leaving for belter opportunities elsewhere,

By the end of the first quarter, the effective exchange rate was about N3l to the U5,
Dollar since the formal private sector was unable to meet its requirements at the
official exchange rate of N22 to the LLS, Dollar. Extra Budgetary expenditure had
not been brought under control thus fuelling inflation and making the achieve-
ment of macro-economic stability impossible,

By September 1994, the economy had deteriorated still further and was in deep
recession, with an effective exchange rate of between N75 and NBI to the US,
Daollar and interest rates between 45% and 60%. Non-oil exports had virtually




ceased while disinvestment had increased amid a worsening sequrity situation in
the urban areas. All this, in spite of the fact that the world economy was enjoying
a perind of steady growth,

Faced with the clear evidence of the lailure of the 1994 Budget, Government
roverted to the 1993 Economic Action Agenda as the thrust of the 1995 Budget.
Government then took a number of extremely bald steps In charting a new
economic course for Migeria. The repeal of the Migenan Enterpnse Promotion
Diecree and the Exchange Control Act sent a very clear signal of Government’s
intentions, as did the introduction of the Autonomous Foreign Exchangs Market.

It his 1995 Budget address, the Head of State, General Sang Abacha, made itclear
that the new economic strategy recognised that free enterprise was the bedrock of
& democratic political system and that the privale sector should be the “engine” of
the new scomomie initiative. He stated that Government should act as a catalyst
by providing the enabling environment in which private sector inihatives could
thrive and that the aim could best be achieved by the public and private sectors
warking together as “pariners in progress™,

Following his 1995 Budget address, General Sani Abacha actively encouraged the
Nigerian Economic Summat Group towork with Governmaent officials in organising
a Second Economic Summit. He was personally invalved in much of the prelimi-
nary planning which was organised and co-ordinated by Alhaji Aminu Saleh, the
Secretary to the Federal Government, who also acted as host to the Bummit.

The Second Economic Summit bulll on the foundation laid down by its predeces-
sor. The First Summit had looked at the specific problems facing each sector and
sub-sector and had recommended appropriate reforms and policy changes. The
Second Economic Summit took these reforms and changes largely a= given
Discussion groups moved ahead to focus on short-term, medium-term and long-
term strategies with heavy emphasis on implementation. The Second Summit
looked pasticularly at the 1995 Budget and the measures needed for its suecessful
implementation. It then identified those areas which should be essential input
into the 1996 Budget as well as the reforms necessary to improve the overall
investment climate and foster medium-term economic development, Finally, the
Second Summit attempted to identify a structure which would enable all Nigeri-
ans to participale in the development of a long-term vision for Nigeria's future -
a future which would meet the aspirations of every Nigerian and act as a focal
point for Nigena's future social and economic planning,




Section 1:

Second Nigerian Economic Summit

Thie Secomd Nigerian Econamic Sl was held af the Nicon-Noga Hilton Hofel, Alwga
from Weanesday, 3 May, 1995 lo Saturday, 6 May, 1995, The Summit provided the
oppertuniby for a reurdon of leaders of the organised private sector, top level public sector
officials and policy makers, members of the diplormtic corps and representatives of private
development agencies and international institutions who hed converged for the first tme
through the medium of the First Nigerian Economic Summit held between 15 tnd 20)
February, 1233. The followning is a surnmany of events and proceedings held at the Second
Surrrirmit,

Setting the Context

Wednesday, 3 May, 1995

Dr. Morley Z, Nkosi spoke to the Summit participants on “Africa’s Economic
Development in the Global Context: Focus on South Africa and Nigeria" at the
opening dinner hosted by the Chiefl of General Staff, Lt. Gen. Oladipo Diya,
represented by the Honourable Minister of Finance, Chief Anthony Ani. Dr.
Nkosi stated that, while presently the developed countries dominate the world
economy, he sees a future scenario in which they would be over-taken by the
economic growth of developing countries, led by the East Asian countries.

Linfortunately, hwe also belicves that Afnica’s contribution to tiis re-crientation of
the global economy would be negligible. He highlighted that globalisation of
economic activity came through multi-national and trans-national corporations,
assisted by developments in the sphere of communications. Dr, Nkostemphasised
the influence these corporations had over many Afncan States and noted they
were based largely in member countries of the Organisation of Economic Coop-
eration and Development (OECD).

Dr. Nkosi then argued the need for greater co-operation among African States. He
reviewed the development of the Economic Commission for Africa (ECA), the
Organisation of African Unity (OAU) and the production of the "Lagos Plan of
Action” for the implementation of a strategy for economic development in Adrica.
This steategy emphasised the need for economic cooperabion leadmg to economie




integration as 3 means of overcoming the vulnerability of individual states,
However, Dr. Nkosi expressed doubts as to the capacity and ability of existing
regonal groupings to achieve their goals - particularly the Common Market for
Eastern and Southem African States (COMESA ).

Another major concen identified was that Africa's population growth rate, when
viewed against economic growth estimated by the World Bank as “a meagre 3%"
n 1995, tends to result in little or no growth per capita.

Africa' s problems are further compounded by the [requency of internecine wars,
endemic political instability, the debt burden, mismanagement and corruption as
well as the effects of drought in many parts of the region, Dr, Nkos: stressed the
unavoidable relationship between economics and politics, al continental, re-
girmal and national levels,

Tuming to South Africa, he emphasised the disadvantaged life style of the
majority black population pointing out that the richest 5% of the population,
almost entirely white, own B8 % of all private property. He raised the dichotomy
where over half of the population live below the poverty line while most of the
white population lived inwhat was virtually a "first world environment”. He then
discussed South Africa’s Reconstruction and Development Plan, with ibs aim of
developing human resources while meeting basic human needs, and the prob-
lems facing its effective implementation. These centre on a growing debt burden
and pressure for urgent action to improve the living conditions of the disadvan-
taged majority .

Dr. Nkosi then turned to Nigeria taking as his starting point an extract from a
speech made by Late Chief Festus Sam Okotie-Eboh in 1962 when he was Minister
of Finance. Chief Okotie-Eboh talked then of a vision of & new and prosperous
Nigeria which would take its rightful place marching with the rest of humanity.
Dr. Nkosi then briefly looked at developments in Nigeria since the 1962

i wenton to compare the most recent budget plans of South Africa and Nigeria.
He concluded by highlighting the need for both Nigeria and South Africa to
develop their economies and their relationship with a view to contributing jointly
to Alrica’s economic development. He identified several areas, common to both
countries, which needed to be acted upon if the aim was to be achieved. Among
these were the articulation of a vision for the future and the mobilisation of all
resources to achieve the vision while nurturing democratic institutions. and
sysiems and retaining indigenous cultures and values. Both countries need to
strengthen bilateral relationships and help to revilalise regional economic group-
ings in order to contribube to Africa’s development as a significant player in the
world economy.




Thursday, 4 May, 1995

Welcome Address - Pascal G. Dozie

The Summit participants were formally welcomed by Pascal G, Dozie who
recounted the experience of the First Summit held in 1993 and subsequent
developmenis in the Nigeran econamy partially attributable lo the Summit
process, These included:

- increase in refined petroleum product prices

- repeal of both the Exchange Control Act, 1962 and the Nigenan Enterprises
Promotion Act, 1989

E establishment of the autonomous loreign exchange market with minimuam
intervention by the Central Bank of Nigeria (CBN)

B proposal under the 1995 Bud get for a major reduction, and indeed elimina-
tiom of deficitspending coupled withcompleteness and transparency of the
budget process.

Based on these developments, he provided insights into the Summit process in
terms of the continuous reforms needed to attract investment flows, sarm debt
relief, open up the capital market, and eradicate distress and encourage compe-
tition in the banking industry. He enjoined the participants to build on the
Economic Action Agenda (EAA) published in 1993 after the First Nigerian
Economic Summit and the 1995 Budget message as reference points; (o confirm
the currency or otherwise of the recommendations in the EAA toidentify any new
developments and matters arising; and to assess the level of implementation or
non-implementation. The oulcome of these efforts will be the development of an
Economic Action Plan that will address immediate and medium-term reform
measures and focus om achieving long-term development through visioning,
long-term strategies and long-term investments.

Keynote Address - General Sani Abacha

The Head of State and Commander-in-Chief of the Armed Forces, Gereral Sami
Abacha, GCON welcomed participants to the Second Nigerian Economic Summit
which he considered to be another milestone in the efforts to develop public
sector [ privatesector dialogue with the aim of reviving the national econamy. The
Head of State emphasised that his Administration recognised that free enterprise
wias the bedrock of a democrahic political system and this had been confirmed by
the removal, in the 1995 Budget, of numerous statutory constraints which had
nhibited economic development.
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General Abacha also reaffirmed that the private sector was expected to be the
“engine” at the heart of Nigeria's new economic initiative and, for its part,
Government intended to create the sort of enabling environment which would
allow the private sector to flourish. A start had already been made through the
repeal of the Nigerdan Enterprises Promotion Decree and the Exchange Control
Act, 1962. The need tosustain this momentum, to encourage both foreign and local
investors, was acknowledged. To this end, the Second Economic Summit was
expected to build on the Ecomomic Action Agenda produged after the 1993
Summit to help to create a solid foundation for the development of medium and
long-term strategies.

The need for the public and private sectors to develop mutual trust during the
course of their dialogue was recognised as essential to the achievement of the
commen objective - namely, a prosperous society which would benefit all Mige-
rians and ensure that Nigeria plays its rghtful role in the African continent and
in the internaticnal commumnity,

The need toexploit Nigeria’s abundant natural resources, particulatly in the solid
minerals and agricultural seckors, was stressed and Government had already
declared its intention to support the infrastructural needs of these vital sectors.

Thie Head of State made clear the resolve of Government to establish an enduring
framework which would guarantee the political stability necessary for the nation's
economic recovery and development - the first stage being the submission of the
draft Constitulion and the report of the Constitutional Conference.

General Abacha also stated that he "expects the private sector to respond by way
of positive involvement through substantial investment and activities that will
restore our international credibility. Our goals are the same, 5o Nigeria and
Nigerians will be better off if we join forces, not only to talk, but also to act.”

Government Perspectives and Briefings

Briefings from Government Ministers started with a joint paper by the Honourable
Ministers of National Planning and Finance and the Governor of the Central Bank.
The paper, "An Overviei of the Economy and the Aftainment of Policy Measures
for Moving the Economy Forward in 1995, " was presented by Chief Ayo
Ogunlade, the Honourable Minister of National Flanning, who started by
emphasising that the process of economic adjustment was a continuous process

utilising the planning tools of annual budgets and rolling plans. He presented an
overview of the economy and highlighted the fiscal and monetary measures,
including the policy thrusts and modalities, for moving the economy forward in
1995 and beyand.

Feopomic Summilt T



The unrealised hopes of the 1994 Budget were acknow ledged with a decline in the
rate of growth to 1.3% and an inflation rate exceeding 50%. A dewnward
movement of interest rates affected the activities of the Open Market Operations
{OMD) while fiscal operations resulted in a N70.8 billion budget deficit. The
balance of payments deficit widened although the financing gap was narrowed
by the deferment of some external debt obligations.

It was in the light of these problems that the 1995 Budget was based on objectives
aimed at reduring the fiscal deficit; eliminating or curtailing extra-budgetary
spending; reducing inflation; improving capacity utilisation while expanding the
productive base. All these are to be achieved by implementing a tight monetary
stance and an intensive revenue callection drive while consolidating government
revenue and expenditure to enhance accountability and transparency.

The Government's fiscal operations in the first quarter of 1995 gave a boost to the
aim of achieving fiscal viability, A number of modalities to support the new
economic thrust have been put in place. These include:

- monetisation of all dedicated projects:

- accumulation of excess revenue nesulting from price or exchange rate
variation

intensified revenue drive

commercialisation/ privatisation /contract leasing arrangements
elimination of extra-budgetary expenditure

nttraching investment

debl management

restructuring government operations for better cost-eHiectiveness.

L] L] " ¥ L] L]

All dedicated projects have been monetised with proceeds paid into the Federa-
tion Account and national priorities including cash calls are to have first charge
on the account. Excess revenue from differences in budget and official oil prices
are to be utifised to boost foreign reserves, while Government’s profit from
intervention in the Autonomous Foreign Exchange Market ( AFEM} is transferred
into a special account. The revenue collection machinery has also been strength-
ened through the ntroduction of new measures and incentives while the devel-
opments in privatisation, commercialisation and leasing are expected to release
governmenl funds for use in soclo-economic infrastructural developments,

Theneed to break the monopoly position of many parastatals has been recognised
in oreder to improve the efficiency and supply of related goods and services
involved Itisalso recognised that the private sector should be the main "engine”
for economic growth within the framework of a market economy. The repeal of
the Exchange Control Act of 1962 and the Enterprise Promotion Decree of 1989 is




expected te improve the investment chmate and other legislation hindering
investments is also under review.

The need for an economic reform programme acceptable to the IMF and the World
Bank has been recognised as a pre-condition for the much needed concessional
debt relief. Government is developing such a programme aimed at reducing
inflation and a guided deregulation of exchange and interest rates while develop-
ing the non-oll productive sectors. The aim is for an inflation rate of 15% and a
growth rate of 3% . A variety of instruments will be used to achieve this aim.

Concern was expressed at the liquidity overhang but the use of stabilisation
securibies as a control factor will only continue as a temporary measure while the
real cause is addressed. There was also concern at the possible consequences of
freeing up interest rates. The intention will be for a gradual adjustment through
specifying a maximum spread between maximum lending and deposit rates.

ltwas pointed out that the CBN and the NDIC were working hard to find solutions
to the defaults and distress in the financial system with some measures already

implemented.

In conclusion, it was emphasised that to be successful, the 1995 policy measures
wonld require the full cooperation of all the players involved. For ite part,
Government would ensure that it strictly adhered to its bormowing requirement
from the banking system and would also monitor the policy implementation to
allow for appropriate fine-tuning in the course of the fiscal year.

The Honourable Minister of Petraleum, Chief Dan L. Etete, spoke on the “Invest-
ment Prospects in the Petroleum Sector”. He acknowledged the sector’s pivetal
rolo in Migeria's economy and the need for foreign investors to maintain vigorous
exploration and development programmes aimed at increasing oil reserves and
production. Government also aims at developing the deposits of tar sand and
expanding the use of natural gas.

The Minister outlined the incentives developed 1o encourage foreign investors
and indigenous entrepreneurs and emphasised the increasing use of production
sharing contracts. He also gave an assurance that Government wiould continue to
make blocks available for exploration and highlighted the opportunities betng
created for investment in the service sector as well as in the development of tar
sand.

Emphasis 15 also being placed on the development of gas as a fuel for the future
and the incentives being put in place to encourage investment in that sector. It is
planned that the Escravos-Lagos pipeline will be extended to the West African
Coast to encourage gas utilisation and exploit commercial opportunities in the
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sub-region through the cost savings offered by using gas as a fuel, These advan-
tages could also be made available to the Lagos industrial community by the
establishment of distributing companies.

The Minister went on to discuss progress in the Liguified Natural Gas (LNG)
oroject, following its tale-off in 1989 - present estimates anticipate its coming on
stream in 1999 when it should produce some 4.6 million tonnes per year forexport.
The project has provision for further development and will also create many
subsidiary business opportunities.

The Butanisation Project aims at increasing domestic consumption of LPG in
order to replace the use of firewood and free up crude oil and kerosene for export.
LPG depots are being constructed in nine strategic locations to ease distribution
problems. Private sector investment will be encouraged in a range of related
activities including transportation, storage and the provision of necessary equip-
ment. Government plans to establish guidelines to encourage investors while
ensuring the standardisabon of products.

The importance of development in the petrochemical industry was recognised.
Once again, private investment will be encouraged and product fabrication will
be left entirely to the private sector.

The use of natural gas as a substitute for pasoline as a vehicular fuel has been
recognised, Investors will be welcomed in the production of cylinder manufac-
ture and the establishment of filling stations. The utilisation of natural gas
resources will be encouraged by the development of three Methanol /MTBE
plants. Investors are being actively encouraged o take up the 34% equity still
available in the first plant.

Developments in the refining, distribution and marketing of petroleum products
were then discussaed. He mentioned government's plans to lease the refineries and
depots to private investors to eliminate annual cost of maintenance and enhance
efficiency,

The Minister also highlighted investment opportunities in the transportation of
Nigerian crude, after details to this effect are worked out by the Nigerian National
Petroleurn Corporation (NNPC) and the Migerian Maritime Authority (NMA),

There are opporfunities available for local industrialists o participate in the

environmental elements of the oll industry generally and particularly in ol spill
control.

Finally, the Minister re-emphasised the numerous investment opportunities in all
the sub-sectors of the industry and govermnmment's determination to put in place a




conducive enabling environment to attract both foreign and local investors.

The Honourable Minister of Solid Minerals Development, Alhaji Muhammed Al

Kaloma, boefed participants on the " Untapped Opportunities n Solid Minerals

Rezources Development”. He noted that out of the 34 minerals available in

Nigeria, only 13 are currently being mined. These are coal (which has a 15 nullion

tons p.a. worth at 51 billion export potential), kaolin, barytes, limestone, dalomite,

feldspar, glass sand, gemstones, gold, iron ore, lead /zine, tin and gypsum. The

other 21 minerals, though in high demand, are yet untapped. On this basis, Alhaji

Kaloma identified the business opportunities in sclid minerals in Nigeria as

including:

- prospects for exports and use in domestic industries;

= emergence of new industries and downstream product development;

- provision of employment for Nigerians especially in the immediate com-
munity where the minerals are found;

- technology transfer and development; and

- infrastructural development in the rural areas.

Acrcording to the Minister, the main thrust of government policy onsolid minerals
development will be to facilitate and encourage both foreign and indigenous
investors to enable Nigeria attain sell sulficiency i mineral production and
produce surplus for export, In this regard, Government will inter alia, review the
obsolete mining laws and regulations to attune them to the realities of modern
times.

The Honourable Minister of Agriculture, Alhaji Muhammadu H, Gambo (Jimeta)
spoke on "Feeding the People and the Industry - An Agricultural Perspective”. He
pointed out that agriculture provides employment for 70% of the Nigerian labour
force and over 38% of the gross domestic product. In recent years, the estimated
growth of food production isof the order of 4% 10 5% but projections suggest that,
by the year 2000 unless a minimum growth of 5% is achieved. only 81.5% of the
nation's food needs will be met. For this reason, Government has set a target
growth of 7.5% under its Economic Recovery Programme.

The benefits of the increase in trans-border trade in agricuftural products were
acknowledged as a further stimulus to lugher production, but the pressing need
to reduce the food mport bill in the African continent was also recognised. It was
pointed out that some other countries invest as much as 3% of their national
budgets in the rural sector,

The commitmerit of Government toits agricultural development programme was
stressed as was its view that this development should be led by the private sector
with Government merely playing a facilitating role. ltis intended thatappropriate
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assistance will be provided to Migeran farmers with the aim being to use
intermediate technologies to save labour while improving productivity and
reducing post-harvest Josses.

Nigeria' & food supply and consumption of animal products in kilo-calones of
energy per day was considerably less than that in other developing countries,
although the position was dramatically reversed in the consumption of starchy
foods. There is a need to develop adequate food reserves and an effective warmning
system if large scale distress m perinds of food shortage are to be avoided.

Although there are 650 major agro-allied industries in Nigeria, they are presently
operating at less than 30% of installed capacity. Much of the backward integration
inv the sector encouraged during pre-SAP days has now virtually ceased although
a number of manufacturers have embraced the "outgrowers scheme” and have
also established links with Producers Associations.

Reference was then made to the Economic Action Agenda (EAA) and its guidance
i the Agricuttural Summit held in December 1933, The Minister was able to show
many instances where the recommendations of the EAA had already been acted
upon by Government. In particular, the Nahonal Agricultural Forum which was.
held in Abuja on the 23rd and 24th August, 1994, examined anumber of incentives
which would help to make agriculture profitable, Many of its recommendations
were reflected n the 1995 Budget including, for example, the zero duty tariff rate
on agricultural chemicals and a 5% tariff on a range of other agricultural imports.
Action was also taken on the need for collaboration with private seed companies
while the strategle grain reserve programme is also being actively pursued as is
the commodity exchange programme, EAA recommendations on fertilizer pro-
curement and distribution are also being considered by the Government follow-
ing the completion of a report by international consultants.

A major study on the need lo foster commercial agriculture has been completed
and will be made available to investors. A programme for the promotion of eight
industrial crops has also been produced .

The 1995 Budget and the Economic Recovery Plan aim to produce enough food
and fibre notonly to meet domestic needs but also to generate a surplus for export
by inducing a growth mte of 7.5% in the 1995 cropping season.

The Economic Recovery Plan is lo be private sector-led with Govemment creating
anappropriateenabling environment to make investment in the sector prolitable.

A paper was presented in two parts entitled “The Promotion of Small and Medium
Scale Enterprises (SMEs) and Non-oil Export Drive as a Strategy for Nigeria 's
Economic Developmont . The Honourable Minister of Industries, LL General M.
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B. Haladu discussed the promotion of small and medium-scale enterprises while
the Honourable Miruster of Commerce and Tourism, Rear Admiral Isaac Arecla,
covered the non-oll expart drive as a stralegy for economic development.

The Mirster of Industries pointed out that experience had shown that industrial
development provided the brightest hope for the generation of sustained growth,
employment, improved savings and investments and economic development
generally. Nigera needs such developmen! given that our per capita income
remains less than the average for low income economies, A comparison between
Nipgeria's per capita income of $340 and an average of $21,050 in high income
economies makes the point more than adequately. ks thus essential that policies
and strategies are designed to ensure the development of an efficient, competitive
and diversified industrial system.

In the 35 years since independence, the contribution of manufacturing and craft
to the GOP has only movied from 4.8% to 11%. The stroctural defects inherent m
the industrial sector were not evident until the end of the oil boom in 1982 after
which the sharp decline in the availability of foreign exchange highlighted the
import-dependence of the secior.

The intreduction of the Structural Adfustment Programme (SAP) in 1986 recognised
the role of the private sector in the industrial process and attention was centred on

small and mediuom-scale enterprise development. This was done through the
mntroduction of 8 number of processes and structures aimed at assisting the
entrepreneur and private sector-led development. Credit lines were made avall-
able through World Bank sssistance and the establishment of NERFUND while
the mandate of the Migenan Industnal Development Bank (NIDB) wasexpanded.
Other measures included the establishment of the National Directorate of Em-
ployment (NDE) as well as Peoples Bank and Community Banks to assist cottage
industries and small-scale enterprises, Commercial banks were also required to
miake available to SMEs 20% of loanable funds, Other incentives were provided
to encourage training and extension services while the Raw Matenials Research
and Development Council [RMROC) encouraged the development of local raw
materials. Other measures were introduced to simplify investment procedures
while a number of bilaleral investment protection agreements were also signed.

While these measures did result in some improvements, much still remains to be
done in the areas of information and data gathering as well as planning and access
tocredit. Infrastructural facilities should also be provided to assistinthe establish-
ment of SMEs.
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The establishment of a Small Industry Development Agency of Nigeria and an
Industrial Data Bank will gosome way toencouraging such developments as well
as increased assistance from the appropriate international agencies such as the
United Nations Development Programme (UNDFP) and the United Nations
Industrial Development Organisation (UINIDC),

The Minister of Commerce and Tourism, Rear-Admiral 1saac Areola focused on
the role of Government and incentives being admimistered by the Nigerian Export
Promotion Counetl (WEPC) to promote non-oil exporis and to reduce the cost and
risk of export activities in Nigeria. These are;

=

Export Development Fund

Export Expansion Grant Fund

Export Adjustment Scheme Fund

Duty Drawback /Suspension Scheme
Pioneer status

Capital assets depreciation allowance
Tax relief interest income
Rediscounting of short term bills
Retention of exports proceeds

Export Credit Guarantee and Insurance

Oither measures being taken by Government to facilitate export activities include:

The development and prometion of Nigenian export commaodities. For this
purpose, the Expart Commodities Coordinating Committee (ECCC) has
been reconstituted to encourage the formation of National Commodity
Associations such as for cocoa, rubber, cotton, palm produce and grounc-
nuts and disseminate trade information from international commodity
organsations” meetings.

Establishment of Export Processing Zones Scheme. The Scheme offers
highly favourable investment and trade conditions to promote export
oriented industrial development and also stimulates local indusines to
engage in the processing of raw and semi finished products as inputs for
firms operating within the zone,

Establishment of the Nigerian Export-lmport Bank to provide a combina-
tion of credit facilities and export facilitation services in support of the
realisation of the overall objective of increasing the volume and value of
Nigeria's non-oil exports.

Regarding tourism, the Honourable Minister noted the establishment by the
Federal Government of the framework for effective ad ministration of the tourism

Econamfc Summiy



industry through the Nigerian Tourtsm Development Corporation. The main
thrust of the National Tourism policy is aimed at:

- generating forelgn exchange and employment
- encouraging even development

- promoting tourism based rural enterprises

- acceleraling rural-urban mtegration

The implementdtion of the policy through appropriate strategies and guidelines
entalling the involvement of the private sector has led to the upgrading of the
major tourist centres in the country and the internationalisation of some major
MNigerian festivals.

Theneed for the full implementation of the Indusirial Master Plan wasemphasised
in arder to develop not only the domestic market but also the export market so as
to increase our foreign exchange earnings. There is also a need to nvest heavily
In the Export Processing Zone (EP'Z) in order to reduce Migenia's debt burdenand
ultimately to enable Nigeria to attain membership of the Organisation for Eco-
nomic Cooperation and Development (OECD} in the next 20 - 25 years.

In his concluding remarks, the Honourable Minister noted with regret the
continuous decline in non-oil export receipts in spite of the impressive array of
incentives and programmes in place. He therefore called on the private sector o
rise to the challenge and exploit the available opportunities to ensure a sustainable
export dévelopment and growth for the nation.

Non-Government Perspectives and Presentations

Fowr presentations were made by represeriatives of non-governmental orgamisations,
micdtilteral instttutions and private sector companies. These promided different perspec-
tites on {ssues relating to the Nigerian economy.

Mr. Lawrence K. Freeman of the Executive Intelligence Review presented a paper
written by himsell and Mr. Uwe Friesecke of the Schiller Institute on “The
Econgmic and Meral Alternative to the Present Monetary System”,

The paper argued that, for Nigeria to develop its full potential, it was necessary
to study the deficiencies in the principles guiding the present monetary system.
The argument was based on the premuse that the global monetary system,
dominated by Western banking systems, was in a state of collapse - the indicators
beirys the dollar erisis and the problems facing Llovds of Londen. It suggested
substantive radical changes if immediate or near term financial disintegration,
similar to that which affected Germany in the early 1920s, is to be avoided.
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Whereas the USA was ina pesition to help Germany at that time, no such super-
creditor exists today and thus the present crisis is even mome dangerous,

Mr. Freeman suggested that the crisis originated with the death of President
Kennedy and the introduction of policies which d.LEDup].L"d. the monelary system
from the "goods producing” economy. This resulted n a decline in per capita
wealth even in developed economies which has brought the global economy toa
point where it resembles a gigantic gambling casine. A quotation from a former
British Labour Party Chancellor of the Exchequer suggested thal only 2% of
linancial transactions are related to the production or the distribution of goods
with the remainder Ainancing speculation or debt. The speaker stated that only
Lyndon La Bouche, the founder of the Executive Intelligence Review, had shown
the willingness to address the full magnitude of the financial crisis which he
compared lo a cancer which has to be continuously fed until it has eaten all the
hiealthy elements in the economy.

The recent problems in the derivatives market and in the Mexican economy as
well asthe bankruptoy of Orange County, California, in the Lnited States, support
the thesis of a monetary system in chaos. Particular emphasis was given to the
Mexican problem and the impact of the Brady Plan as well as the falure of the
IMF's Structural Adjustment Programme in Russia.

Reference was then made to Africa’s debt problem, which more than doubled
between 1980 and 1995 when same $10-20 billion a year were paid in debt service,
Diebt service, when added to flight capital and negative trade balances, totalled
sone $500 billion over the filteen year period. Africa’s debt service costs about
four times the sum spent on health care in the continent.

Looking at tve Nigerian problem, the paperargued that IMF conditionalities were
atthe root of the economic decline while the debt burden increased from $7 billion
In 1980 to close to $30 billion in 1995, "Injustices of the world economic system” are
scen as adding to Nigeria's difficulties, Urgent reforms are necessary including
freezing of the existing debt structure; creation of national banks; mvestment in
“hard” infrastructure prsjects including rail links, water resources for transport
and energy systems. 5o also are massive technology transfers to the developing
sector, including the peaceful application of nuclear technology and a revision of
the world trading system to guaraniee a “just” price for raw materials and a parity
price for agriculiural products, The resulting "New Just World Economic Order”
miust be based on respect for the sovereignty of the nabon state which must have
the ulbimate responsibility for the wellare of its people.
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The paper then argued the case for the 1994 Budget, the need [or tariff protection
to develop the domestic market and the waming not to concentrate on the export
market at all costs, It supported the case for regulation and control of currency
exchange rates and capital flows; a review of debt legitimacy leading to resched-
uling and encouraging increased funding for the Petrolewm Trust Fund. The case
bor funding infrastructure, social services and agriculture was also made together
with a re-orientation of industry to internal and regional markets, The need for
tight budgetary control and the return of flight capital were also noted, Cantion
was recommenced when considering emulating the developmerits in the Asian
econommy, which it was suggested were developed on the basis of cheap labour
and speculative capital and which have not, according to the hy pothesis, resulted
in a significant shift in employment from the rural-agricultural sector to the
urbar-industrial sector,

The paperconcluded by reatfirming Nigeria is to develop its own economy based
i) the "New Warld Economic Order” postulated in the text.

The World Bank's Resident Economist, Mr. Thomas Hutcheson, incollaboration
with Mr. Gianni Zanini, the Senior Country Economist, presented a paper on
Nigera's economic reform programme titled "Nigeria's Current Ecomomic Re-
form Pragram: A good start on a long road”. They reviewed the position up to the
1945 Budget, then looked at the revised economic policy package before analysing
the short and medium-term problems which need to be addressed if Nigeriais to
receive the full support of the World Bank and related institutions.

As the emphasis on structural adjustment reforms dimimished in the early 199(0s
and budget deficits increased, the Naira depreciated and inflation soared, As a
result of this macro-economic indiscipline, World Bank support predictably
reduced with no new adjustment operations and fewer projects, The problems
were compounded by the Gulf War crisis and the resulting fiscal indiscipline and
lack of transparency. Then, in 1994, instead of taking action to eradicate the root
causes of the economic problems, a decision was taken to revert (o a regulatory
approach which resulted in a large year end budget deficit financed largely
through Central Bank credits.

While the World Bank did continue withasmall "core” lending programunie in the area
ot poverty alleviabion, other projects were being developed in the areas of health and
education while implementation of a number of on-going projects continued. Indesd,
same $207 million were disbursed in the nine months to March 1995,

The Bank reacted favourably to the 1995 Budget, particolarly with the introduc-
tionof the Autonomous Foreign Exchange Marketand the repeal of the NEPDand
the Exchange Confrol Act. However, concerm was expressed at the maintenance
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of negative real interest rmtes and the suspension of the privatisation programme
as well as the limited progress in fiscal transparency and accountability, Never-
theless, there were encouraging signs at the end of the first quarter that macro-
economic stability was possible although the short and medium-term reform
programme would not be ¢asy since the budget surplus was largely the result of
deferred payments for work already completed. What was needed was a redefi-
nition of priorities and the elimination of wasteful projects,

The issue of transparency has to be addressed by the publication of detailed
mformation oneconomic performance and the cessation of dedicated accounts. In
addition, the public expenditure programme should be rationalised with more
emphasis on recurrent expenditures than capital projects. The public sector
should alsoincreasingly withdeaw from those areas of the economy best left to the
private sector while privatisation remains the preferred option - not leasing or
commercialization.

The constraints to private sector development need to be addressed, particularly
erratic provision of infrastructure and mismanagement in the public sector, The
real indication of an acceptable enabling investment environment will be the
return of “flight capital™ which will itself trigger other foreign investments.

Concern remains at the retention of the interest rate cap at a rate well below
inflation and its effect on savings. Action is also necessary to resolve the issue of
"distressed” banks and remove the "official’ exchange rate to allow a competitive,
unified market determined rate. There should also be consistency in macro-
economic and structural policies - the proposed about turn on the privatised
banks being a case in point,

The medium-term should aim at encouraging the private sector while improving
the policy environment lo encourage internabional support for the reform
programume and the resumption of financial support. Toachieve this, Nigeria will
need (o demonsirate a sabsfactory track record in macro-economic stabilisation,
The First Eronomic Summit resulted in an Econemic Action Agenda which if
implemented would do much to propel Nigeria into the ranks of the fast growing
developing economies, The World Bank would be prepared to assist such an
endeavour.

An address on the "Major [ssues in the Upstrenm Petrolews Industry” was given
by Mr. Neil Blackburn, the Managing Director and Chief Executive of Mobil
Producing. It was emphasised that healthy sustsinable growth in the oil sector
could help Nigeria take its rightful place in the global economy, The oil sector is
dominated by six major joint venture structures in which the Nigerian National
Petroleum Corporation (NNPC) represented the Federal Government and Shell,
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Mobil, Chevran, Agip, Ef and Texaco represented the private sector operators in
the production of 97% of Nigeria's crude oil. Each joint venhire operates under a
Joint Operating Agreement (JOA) and a Memorandum of Understanding (MOL)
with the JOA covering administrative arrangements, and the MOU, which was
developed in 1286, the fiscal policy.

The decline in the industry since 1933 was then highlighted. The main reason for
the decline was the fallure of the NNPC to fund its share of agreed programme
expenditure on the joint venture developments. The programume was aimed at
expanding production capacity to 1.5 mbd and to achieve a reserve of 25 billion
barrels of oil by 1998, The fatlure o meet the relevant cash-calls resulled in a
decrease in development achivities. While efforts to meet the current obligations
were made following the 1995 Budget, payments have not yet been brought up to
date and the confidence of the operators remains diminished.

A number of options to resolve the problem were discussed with the most easily
implementad being to allow operalors 1o lift crude oil to cover budgeted Joint
Venture expenditures, An alternative solution would be for the establishment of
Escrow accounts for oil proceeds from which NINPC Joint Venture expenditures
could be met. [t wasalso suggested that third party financing could be considered
a5 a means of reducing Government's share of development costs - the financing
to be secured through crude allocations after production had started.

The use of Production Sharing Contracts (P5C) and divestment were other
options suggested to move the greater part of development costs to the private
sector. [t was pointed out that a reduction of only 9% in NNPC's equity interest
in one company could earn 52 billion and resultin annual savings to Govemment
of $450 million while Government would still retain a 51% controlling interest in
the company.

The welcome introduction of Petroleum Sharing Contracts (PSC) for new devel-
opmentscould be extended tosome existing undeveloped blocks to Government's
advantage since the PSC contractors would be responsible for costs which would
only be recovered if the project proved successhil

It was also suggested that, while the introduction of the Reserves Addition Bonus
had done much to encourage investment, improvements could be made to the
MOU to ensure that guaranteed margins were net eroded by inflation and a
plethora of taxes and levies,

Little incentive is presently provided by the 85% marginal tax rate but incentives
could be introduced for companies reducing operating costs while cost savings
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could also be made by allowing JV operators to lift and market all the crude with
Crovernment being paid on an agreed formula.

It was scknowledged that community disturbances resulted in significant loss of
revenue and it was soppested that a possible solution could be to give the
communities in the production areas a direct interest in maintaining production,
such that the benefits of increased production were direct and cbvious - perhaps
through a direct royalty on every barrel produced.

Turning to the National Gas Folicy, it was suggested that there was a need to
extend the incentives lo a range of gas based projects other than those currently
in place for the NLNG and the NGL projects. This could be done within the
framework of a more coherent national energy policy to encourage privatz sector
involvement in all aspects of gas gathering, distribution, transportation and
marketing in order to exploil this major natural resource.

In a paper titled "Natural Rubber: A Nigerian Challenge”, M. Alastair Campbell
of Michelin Nigeria Limited drew the attention of participants to Nigeria's great
potential to be one of the world's leading producers of natural rubber, In 1994,
Nigeria produced only 2% of worldwide rubber output (5.5 million lons) while
75% was produced by three Asian countries - Thailand, Indonesia and Malaysia,

The potential yield per hectare in Nigeria is greater than the yield in any other
country in the world. Nigeria could take advantage of this potential foreign
exchange eamer by increasing the amount of land available for rubber produe-
tion. Doubling the existing 250,000 hectares under cultivation is a reasonable
objective. This would allow replanting of the trees and the replacement of older
trees at a rate of 33,000 hectares per year for the next 15 years at the cost of 550
million per year. The speaker projected that this investment ($750 million overa
|5-year period to the year 2000 would produce exports of 200,000 tons of rubber
per year worth close to $3 billion in foreign exchange earnings every vear for ever,

To actualise this plan, the speaker urged Government to put the following
Imperatives in place:

- Make land more easily available with access made easier through upfront
payment of compensation to landowners before land allocation is made to
end users.

- Project financing schemes to assist small holders who have land, but no
maney.

Market determined exchange rates and a stable macro-economic climate to
assure investors of returns on their investments.




Discussion Groups

After a brief introduction to the dialogue process by Mr. Adedotun Sulaiman, the
Sumnmit participants broke into 21 groups for brainstorming and discussions,
which took all afternoon and into the evening,.

The participants were divided into 21 discussion groups under the three broad
classifications as follows:

A, Short-term Actions required to successfully implement the 1995 Budget
comprising groups 1 to 4 namaly:
1. Maxmmising Oil Revenues
2.  Banking and Insurance Reform
3. Improving Investment Climate
4, Basic Social Needs (Improving Living Stancards)

B.  Formulation of a medium-term economic plan - groups 5 to 20

5. Financial and Monetary Systems
6. Capital Markets
7. Fiscal Systems
8. Partners in Progress
9. Intmastructure
10.  Education and Skills
11, Creating an Enabling Environment
12.  Customs, Exports, Imports and Tourism
13.  Privatisation
14.  Debt Management
15. External Image and Support
16.  Women's Participation in National Development
17. Petroleum
18.  Agriculture and Agribusiness
19.  Manufacturing and Distribution
20.  Solid Minerals

. Definition of a long-lerm stralegic visionjng prooess.
21.  Creating the Future




The Indian Experience

The day’s programme was wound up by a dinner hosted by the Head of State,
General Sani Abacha, who was represented by his deputy, Lt. Gen. Oladipo Diya,
the Chief of General Staff.

Mr. Adit Jain of the India Economist Intelligence Uit spoke on "India's Economic
Referm”. He focused on the economic reform programme and the issues under-
lying its implementation. Alter independence, India's development followed
soculist principles with public sector enterprises enjoying a monopoly position m
core areas of the economy. The private sector was allowed to operate alongside
Government in a "mixed ecomnomy” with the private sector also enjoying mo-
nopoly pesitions in some areas due to the system of heensing employed by
Government. With over-emphasis on self-rellance, investment and trade were
curtailed while the provision of health and educational services declined. Several
import dependent industries were established in the expectation they would
eventually reduce the reliance on imports. India borrowed extensively to fund its
programme, resulbing in & serious balance of payment problem by 1989, The
economic difficulties were compounded by political instability and by the mid
19908, economic growth was less than 1% while foreign exchange resérves were
down to fifteen days.

Assistance was then sought from the IMF and the World Bank A reform
programme was agreed to move India from a command 1o a market-driven
economy. The initial phase of the programme aimed at reducing Government
interference while mativating the private sector i the areas of industry, com-
merce and finance. Thiswas followed by the opening up of other key infrastructural
sectors and the abolition of the (ormer licensing policy, while at the same time,
encouraging foreign investors who were allowed to take up to 100% equity in
subsidiaries, This resulied in a dramatic iIncrease m myvestment nflows which
exceeded 11.5.85 billion per year.

Government maintained these reform programmes in the face of a strong indiss-
trial lobby for protectionist policies. Indian companies were forced to restructure
their operations in order to compete. Investment incentives made it easy for
foreign companies to invest and India suddenly became an important destination
for investment funds. Theimpaort and export policies wine liberalised with import
tariffs reduced from as high as 300% to an average rate of 30 10 35%. Meanwhile,
licences were only required for consumer products butnot formost capital goods,
raw materials, intermediation and industrial products - even so the aim is to
remove licensing altogether in due course. Exporters were encouraged through
ncentives and the trade deficit narrowed from $4 billion to §1 billlon




The withdrawal of trade barners did not, as many sceptics predicted, enpple
Indian industry. Indeed, the capital goods industry grew atmore than three times
India's overall industrial growth rate in spite of having to face the greatest
competition.

India alse moved to a market determined exchange rle following which the
rupee has remained stable with the LS. Dollar, The opening up of the commuuni-
cations industry has done much to change attitudes and values and to develop a
consumer market. The overall reforms have crealed jobs and helped to develop a
maore diverse cross-section of skills.

India's new economic strategy has been sald to the urban middle class but must now
besold to the majority of the Indian people. It has, however, recognised that it is not
enough just to produce the appropriate legislation o free a formerly regulated
economy. A nation must have the will to Implement the new policies and this requires
amajor change in the mind-set of the people, While India has identified what needs
tobe dome and has made an excellent start inits reform programmes, it also recognises
thatmuch remains to be done if its ultimate goal is to be achieved. Nevertheless, given
polilical stability and policy stability, economic reforms will be progressively put in
place and govemnmment contrals reduced such that a forecast economic growth of up
to 7% per year should be achieved. During this period, increased attention will be
given to the healthand education sectors since sectoral development is imiperative for
sustained long-term growth, and foreign policy will be increasingly influenced by
SCONUMIE considerations,

Friday, 5 May, 1995

The various discussion groups commenced preserfations of their reporis in the morning.
This confinued during the afternoon session after o presentation on the Malaysian
experience by D, Noordin Sopice, The group reports dre contamed i Sections 2, 3 and
4 of this Report.

The Malaysian Experience

Dt Moordin Sopwe, the Director General of Malaysia's Institute of 2trategic and
International Studies, presented a paper on "A Decade of Economic Reforms, A
Generatfion of Economic Opportunity: Malaysia's Vision 2020 and [ts Anteced-
ents’, He stressed Malaysia's efforts to create a prosperous competilive economy
through mobilising the Malaysian pecple behind ambitious, but realistic targets.
In the 1960s Malaysia had a GDF growth rate of 5.1%. Inthe 1970s, which was the
first decade of the new economic programme, the growth rate increased to an
average of 7.8%, Although the recession of the 19580s saw the average fall to 6 3%,

Economic Spmmi 23



theoverall average for the twenty years following 1970 was 6. 7%. The programme
tor the thirty years to 2020 aims at deubling the GDP every len years so that by
2024, the GDI* should be more than elght times greater than that of 1990, This
calculation assumes a 2.5% annual population growth.

Dr. Sopiee emphasised that Malaysia aimed at developing a competitive, dy-
namic, robust and resilient economy which could be sustained over the longer
term. [t should be diversified and balanced as well as being adaptable to changing
demands. It should alsa be innovative, entrepreneurial and increasingly technol-
ogy intensive while being sustained by the quest for quality and excellence. Iis
prncipal characteristic(s) should be low inflation and a low cost of living and be
subject to the discipline of market forces.

Given that the Malaysian economy in the 1960s wis in a far worse condition than
that of Nigena and, given that in the last six years Malaysia's GDF has averaged
8.7% with an inflation rate of only 3.6%, Nigeria could perhaps leam some lessons
from the Malaysian expérience.

Malaysia hasnow embarked on a thirty year programme (Vision 2020} to achieve
futll development but to do so according to its own values. This will involve all
aspects of the economy as well as those socio-political factors which will encour-
age national unity and soclal justice. The plan envisages nine major strategic
challenges: A urated nation which is ethnically integrated; a nation proud of its
acconplishments, respected by other nations and following the pursuit of excel-
lence in all its endeavours; fostering a mature democratic society in a consensual,
commumity oriented demaocracy; the establishment of a moral and ethical society,
religiously and spiritually strong; a liberal, tolerant society uniting people of
different cultural and religious beliefs; a sclentific, innovative forward looking
saciety; a caring society inasocial system based on family values; an economically
just society mn which wealth is fairly and equitably distributed and, finally, a
prosperous society with a dynamic and competitive economy.

Underlining all of Malaysia's economic development since the 1970s and remaining
the bedrock of its future planning are the principles of a de-regulated free-market
enonomy with the private sector acting as the “engine” of growth. Tt also assumes
government's withdrawal from economic production and intervention and a com-
mensurate downsizing of the bureaucracy. An accelerated industrial drive and
continued privatisation linked 1o export led growth and the expansion of small and
mediuwm-scale indisstries are other key elements of the programme, The importance
of both foreignand domesticinvestments s recognised by the emphasis on incentives
and the creation of a welcoming enabling environment.

Cither factors recognised as being part of the "winning fommula” are the develop-
ment of infrastructure and human resources - particularly the encouragement of
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the entreproneur - along with modem mdustrial and agricultural development,
an information rich society with an active economic diplomacy programnue and
all Malaysians feeling part of Malaysia Incorporated. Allof this to be underscored
by tight control of inflation in a competibive exchange rate regime,

While Dr. Sopiee acknowledged that a direct comparison between Malaysia and
Nigeria should be made with caution, he stressed that both countries had similar
ethme and rebigious concerns and both had essentially been agnoulture domi-
nated economies, He also recognised that the road ahead was not going o be easy
but believed the developments in Malaysiaduring the past twenty years had been
excellent preparation for the Vision 2020 plan.

The Nigerian Challenge

The day's programme was wrapped up with a dinner at which Alhaji Aminu
Saleh, Secretary to the Government of the Federation, was the Special Guest of
Honour. Professor F. 5 ldachaba, the Vice-Chancellor of the University of
Agriculture, Makuordi spoke after dinner on the "Economic Opportunitics Facing
Nigeria "

Theneed for socio-political consensus to support the basic thrusts of sconomic policy
formed the basis of Professor Idachaba's thesis . He praised the Summit concept asa
means of achieving this aim but acknowledged the problems created by political
instability. He stated that the 1994 Budget had been a major setback but praised the
1995 Budget's acceptance of market principles and the need for private sector led
growth with Government creating the appropriate enabling environment.

Professor Idachaba suggested there were two schools of thought on the approach
to developing Nigeria's economic opportunities. The first of these believes thatall
that is necessary is the gathering of data and feasibilities on the investment
opportunities and investors will clamour to come, The other argues thal potential
lnvestors have already done their homework but ase deterred by the political and
economic constraints in the enabling environment. The Protessor suggested that
the latter case was, in fact, representative of Nigeria's present position and argoed
that Government should remove the political and economic constraints inhibiting
mvestment rather than spend money developing “bankable investment propos-
als”

The priority of economic opportunities to be developed should be based on
certain principles including: the need for mational economic security; the
maximising of value added; the development of local raw matenals; job creation;
the saving of foreign exchange; meeting basic needs; provision of national fiscal
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security; environmental friendliness; human resource focused opportunities and
the recognition of the potential of women.,

Heargued against government involvement in production and distribution activities
which had encouraged layers of beneficiaries with purely sell interests, who defend
their position by arguing against the introduction of free market principles. There was
praise for the repeal measures introduced mﬂwﬁﬂﬁﬂtﬂwm'emphaﬁumﬂm
need for the dismantling of still more laws and regulations constraining economic

ent. There was also a place for a relaxation of the regulatory controls in the
capital market, particularly those affecting the movement of prices of securities, in
order to encourage investment in the market.

The emphasis of Government should be on the provision and maintenance of
infrastructural facilities both physical and sodal as well as the provision of macro-
economic stability while creating an appropriate enabling environment to promote
the efficient funictioning of a free market. All these should be done while ensuring that
basic needs for goods and services are satisfied and no geographic regime is
disadvantaged.

Frofessor Idachaba then went on to look at the factors determining the delays in
identifying an economic opportunity and its realisation. The conclusion is that
there is a need for more public and private sector investment in research and
exploratory technology. The delay factor resulting from the development of
feasibility studies and the acquisition of finance were also recognised as well as
delays in obtaining the various government approvals, The latter problem invari-
ably presents the greatest delays, for private sector investments and urgent
institutional action is necessary to remove the bottlenecks.

There isalso a delay in the output of an investment and, n some cases, this could
be many years. Thus, Government should divest from such projects which have
utiliged billions of Naira with no compensatory benefit to the development of the
ecanomy. Government should continue to pursue its privatisation programme
while allowing the regulatory bodies to monitor its efficient implementation. In
doing so, it should ignore narrow individual or sectoral interests,

Pervasive to economic development is the need for policy stability, Thiscaseisnot
helped when Ministers are changed with regularity - since 1993, there have been
four Ministers of Agriculture, three Ministers of Finance, etc. while in Ghana, the
Minister of Finance has been in his post for the past fourteen years.

Professor ldachaba concluded by arguing for a national consensus on an eco-
nomic policy which could be generally sustained in spite of political instability.
Thit would require the production of an Action Agenda which should be given
mass circulation among all opinion leaders in the country.




Saturday, May 6,1995

Proceedings on the final day included four presentutions by groups which focused on
mndustries (see Section 3) and a presentation on Crenting the Future by the last discussion
group (see Section 4). They buill on the Malaysion Experience amd entitled their remarks
- "Nigeria Plc - the Search for a Vision "

Myr. Pascal G. Dozie thim gave a round-up of activities of the past two doys and
acknowledged the roles played by all participants, organisers, sponsors, support staff and
all others twio had contributed to the success of the Summit. This wes then followed by the
closing address by the Haud of State, General Sani Abacha,

Closing Address - General Sani Abacha

In his closing address, the Head of State and Commander-in-Chief of the Armed
Forces, General Sani Abacha, GCON congratulated Summit participants on their
efforts to chart a viable course for Nigeria's future development and, particularly, for
the spirit of "partners-in-progress” which had underscored the Summit proceedings.

He re-emphasised that government's role was the provision of a stable enabling
environment in which the private sector could use its capital and know-how to
move the economy forward to ensure optimum GOFP growth while driving
inflation down and generating investments to expand the productive base of the
econamy. It was also necessary to find solutions which would improve non-oil
exports, upgrade all the coomtry's social services and infrestructural facilities and,
at the same time, ensure sustainable development.

General Abacha considers it obvious that we can leam from other countries and
other success stories. But he believes Nigerians must come up with solutions that
can work in Nigerla and for Nigerians, We need good, practical and workable
ideas that Nigerians will support. Accordingly, we must build a vision and clear
consensus among all competing interests to support programmes which improve
the quality of life of our citizens. Our short, medium and long term vision must
lead to concrete, achievable results.

While not wishing to prejudge the report of the Summit, he acknowledged thata
consensus had already been reached on some critical issues such as: a thriving
financial sector which would enhance industrial sector growth; an agricultoral
sector capable of supplying all the needs of the people and industries as well as
an effective educational sector. Implementation of the Summit’s recommenda-
tions would require bold decisions which would need to be understood and
supported by all Nigerians as well as the international community. To this end,
it was necessary that Government should analyse the recommendations carefully
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if their implementation was to be assured and the real objectives achieved. The
real work had, therefore, just begun and the initial focus would be on those
measures necessary to the successful implementation of the 1995 Budget. The next
steps would be the preparation of the 1926 Budget which should take care of the
remamning recommendations of the Summit. Subsequently, the longer term issues
would be addressed, Government was also determined to ensure that both time
and resources would be committed to post-Summit activities to énsure that
Migeria and Migerians derived maximum benefit from its deliberabions. Given
also the need for the private sector’s support, he considers essential that frequent
meetings should be held at all levels between both sectors to ensure the implemen-
tation of measures and the development of reform programmes.

In conclusion, he pointed out that Nigeria's economic development required the
use of all avallable skills and energies. Participants were exhorted to ensure that
their enthusiastic approach to the Summit was sustained such that the same zeal
would beapplied to the establishment and cond uct of the next Economic Summit.




Section 2:

1995 Budget Implementation and
Immediate Reforms

The 1995 Budget has been very positively seen by the private sector in terms of new
comcepte ard a refurn to The Economic Action Agenda. Giuen past failures to fmplement
sound policies effectively, there has been considerable interest in implementation and
additional reforms.

This seclion thereford conbains details of group reporls/presentalions focused on issues/
recommundations relating to the tmplementation of the 1935 budget and tromediate
reformis based on fssues identified and discussed during the group sessions.

Maximising 0Oil Revenues
Introduction

The group noted with secious concern the decline, in recent years, in activities
needed to grow or even sustain oil producibility. Nigeria is on the verge of being
unable to produce its OFEC quota allocation.

Issues Discussed
Five main issues were identified as crucially important and discussed extensively,
The issues are as follows:

1.  Enabling Ewvironment. This issue centred on the plight of oil producing
communities, The primary objective was to design programmes to ensure
these communities genuinely believe they are stakeholders in Nigeria's oil
exploration and production efforts. This process requires the best eftorts of
Government (at Federal, State and Local levels) and operators. A dedicated
community assistance budget was proposed to develop oil-producing
communities. Expenditures by operators for this purpose should be de-
ductible expenses to encourage the process, Finally, the group agreed that
environmental protechion must become an important issue and serious
efforts must be expended on preventing environmental pollution and
degradation.




Funding. Funding of NINPC s share was identified as the most eritical issue,
today, inupstream operations. Timely and adequate funding will maximise
on-going production capacity and facilitate increase in OPEC quota which
is tied to production capacity.

To maximise revenue, it was agreed that the time between tield di
and production should be shortened and the range of well head products
{such as NGLs, LP'Gs, and other downstream projects) should be

Efficirncy/Cost Reduchion. Although the global competitiveness of the
Nigenan oil industry was noted, the group felt upstream operations could
benefit from move efficiency aimed at seducing production cost.

The issue of an aptimal persannel input profile was discussed, especially
the need to balance Nigertan and expatriate personnel

Itwasagreed that surplus capacity should be encouraged inanticipation of
an increage in Nigeria's OPEC guota allocation.

Tax Computation/Accounting for Revenues. The group emphasised the
need for transparency in the computation of tax and accounting for oil
revenues. It was felt that there was need to simplify the computation of
Petroleum Profit Tax to ensure proper understanding. To ensure transpar-
ency, the group also emphasised the need for proper monitoring of the
budgets and cash call claims of the oil producing companies by the
appropriate government agencies. More importantly, there should be
regular consultation between NAFIMS, DPR and Federal Ministry of
Finance in respect of reconciliation of oil revenuess. On the issue of crude
lifting and pricing, the group agreed that there was need to ensure trane.
parency in lifting to avoid the ssue of alleged irregularities in loading and
to consider other pricing options, the elimination of third party buyers in
order o increase government revenue.

Fiscal Policies and Agreements. The group discussed the present fiscal
policies and agreemente exemplified by the Memorandum of Understand-
ing, Joint Operating Agreement and Production Sharing Coniracts. It was
agreed that these policies and agreements have had substantial beneficial
effects on the Nigerian upstream industry and should be maintained and
aliowed torun their full course to promote confidence and sanctity of duly
signed agreemend.

It was also noted that oil companies defined the economics of their
investments based on existing policies /agreements and would be disad-
vantaged by random changes in policies,




Overall, the group fell increasing short-term revenues should not hinder
long-term sustainability of production

Conclusions/Recommendations

On the basis of issues discussed, the group made the following recommendations:

(8

Enabling Environment. Oil-producing communities should be involved in
fobs and community projects. A community assistance budget, which is tax
deductible 1o operators, should be approved. Finally, visible environmen-
tal protection programmes must be established and executed by operators.

Funding. The group called for timely funding of operations utilistng, if
necessary, cash call crude, escrow accounts or reduction in venture partici-
pation by Government.

The group alzo advised commercialisation of a wide range of well head
products to provide a sound revenoe base,

Efficiency/Cast Reduction. The group adwvised ophimisabion of production
facilities by common utilisation and encouraged government to grant
tncentives to low cost producers. Finally, the group called for an optimal
persannel input bebween Nigerans and expatriales to reduce operational
oosls,

Revenie AccountingTax Computations. The group urged NAPIMS and
DPR to maintain the monitoring and reconciliation system in respect of
budgets and cash call claims, This process will facilitate operational effi-
ciency and prompt funding,

The group recommended simplification of Petrolewm Profits Tax to allow
easy understanding and computation.

Finally, it called for proper marketing of crude oil by Government to ensure
optimal pricing.

Fiscal Policies and Agreements. The group advised that existing fiscal

policies /agreements should be maintained and not changed because they
have beneficially affected the upstream industry.

Finally, it advised that a long-term production strategy must be instituted
to counter the risk of fixed OPEC quota,
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Banking and insurance Reform

Introduction

The group called for an urgent reform of the Nigerian banking and insurance
systems because they have not met public policy objectives and have therefore not
played a sufficiently impartant role i economic development.

Issues Discussed
The i major issues discussed on this subject by the group are as follows:

1. Inefficient financial intermediation by the banking system. This has re-
sulted in low level of deposit mobilisation caused principally by burden-
some reserve requirement and inefficient customer services, There has also
been over the years a decline in long-term lending and li:mimg to pﬂcm!g.r
areaswhilst the payment system in the banking system remains i
due o poor communications and imvelvement of the Central Bank of
Migeria in clearing services,

2 Instability of the banking system ard consequent low level of public confi-
dence, This has been caused by the exastence of many insolvent and illiquid
banks, Moreover, the mode of entry into the banking industry is not orderly
with an embargo on new banks and inability of foreign banks to setup whally
owned subsidianes. Finally, interest and exchange rates are unpredictable
bacause of frequent changes in policies,

3. Inadequale protection against systemic risk anid collapse. This is due toa
lack of authonty given to regulatory authorities and the effectiveness of the
agencies. The consequence is inadequate protection of depositors. The
group also noted the high level of insider abuse in the banking system and
the inability of regulators to deal promptly and effectively with these
abuses. Finally, no level playing field for fair competition exists between
commercial and merchant banks resulting in pressures on merchant banks.

4. Underachievement of monetary policy objectives. The group noted that
iriflation rate remains high, the exchange rate unstable with consequent
adverse effect on Nigerin's balance of payments,

Nonperformance of Development Financial Institutions in provision of
Long-term credit, This is due to dependence on government guarantees,
ineflicient supervision and lack of professionalism .

i




6. Underdevelopment and distress of the insurance industry. This situation
resulted from under capilalisation, ineffective regulatory /supervisory
framework and poor management,

Conclusions/Recommendations

Toresolve the problems arising out of the ssues discussed above, the group made
the following recommendations:

1. Imeffictent Financial Intermediation, To combat the low level of deposit
mobilisation, the following were recommended:

remove interest rate ceilings.

allow banks to determine level of investments in Treasury Bills and
Certificates.

pay interest by CBN on cash reserve requirement.

improve customer service by banks,

reduce mindmum liguidity ratio for merchant banks.

Toarrest the decline in long l;arm lending and lending to priority areas, the
following were recommended:

=

abolish setective credit allocation and put greater reliance on incen-
tives to priority sectors.

increase credit availability to private sector through avoidance of
deficit spending.

deregulate interest rate.

lift ban on offshore guarantee for lending to priority sectors.

Tostrengthen the inefficient payment system, the following recommenda-
tions were suggested:

&

=

private sector operation of retail banking and clearing services.
improve communication facilities,

enforce Dishonoured Cheque Act of 1977,

rationalise letters of credit documentation.

2 Instability of banking system. To resolve the issue of insolventand illiguid
banks, the group made the following recommendations:

effective enforcement of bankruptcy laws

increass mnimum paid-up capital for banks without recourse to
Presidenty,

remove restriction on maturity structure of merchant banks assets,

Egonomic Summi 33



- trade stabilisation securities at market interest rates.

To ensure orderliness of entry into the banking industry, the group recom-
mended the following:

- lift embargo on licensing of new banks.

- allow all forms of foreign direct investment in the banking industry.

- remove limit on percentage of ownership of bank shares by indi-
viduals and companies.

To ensure predictability of interest and exchange rates, the group recoms
mended avoidance of frequent and unpredictable changes in monetary
policies.

Inadequate protection agninst systemic risk, To ensure regulatory authorn-
ties have the ability to deal with systemic risk, the following recomméenda-
thons wene offered:

- grant significant autonomy to the CBN and NDIC.

- amend BOFID and NDIC Decree such that CBN retains the
to revoke bank licences and NDIC obtains all powers for bank
distress and failure resolution management without reference to the
Presidency.

To ensure adequate protection of depositors, the group recommended the
following measures:

- strengthen regulatory / supervisory framework for all tertiary finan-

- extend deposit insurance scheme to cover all deposit-taking insti-
tutions,

- intensify usage of information technology by supervisory authori-
ties.

To ensure a level playing feld between commercial and merchant banks,
the group recommended lifting restrictions on the maturity structure of
merchant banks' assets and prompt treatment of applications for conver-
sion from merchant to commercial bank.

The group addressed the prevalent incidence of insider abuse in the
banking industry and made the following recommendations:

- screen promoters before Bsuance of licences and perlodically after
commencement of operations.

- increase minimum paid-up capital.

- implement BOFID and the Failed Banks and Malpractices in Banks
Decree strictly.




1 Under-achievement of Monetary Policy Objectives. To combat hyper-
inflation and ease balance of payment pressures, the group suggested that
government should eliminate deficit spending financed by ways and
means and deregulate inlerest rates,

The group believes that instability of exchange rates should be tackled by
reviewing the guidelines on foreign exchange risk management to relats
open positions to capital base. The group also said private foreignexchange
inflows from oil-related businesses should be sold to banks directly at
market rate,

5 Development Finance Institutions, To address the non-performance of
these institutions, the group made the [ollowing recommendations:

. transfer responsibility for their supervision to either the Central
Bank or the Ministry of Finance.

- rationalise, streambine and merge operations of the varous Institu-
tioms.

- operate development financial institutions as universal banks with
minimal funding support by Government.

6. Insurance Industry. In order to revitalise this crucial industry, the group
recommended better supervision by regulatory agencies and increase in
share capital requirement. Furthermore; the group said the industry should
be exempted from the value-added tax system with income tax relief on lite
policies increased substantially to encourage savings. Finally, it was rec-
ommended that foreign insurance companies should be allowed toinvest
freely in the insurance industry without any limit on equity participation.

Improving investment Climate

Introduction

Investment is the comerstone of the development of any nation. Major investments
have eluded Nigeda in the past due to its adverse investment climate. The trend will
continue unabated unless drastic steps are taken to tmprove the investment climate.

Investors, Nigerians and foreigners alike, are rational people who will invest only
in an economy in which they have reasonable confidence and control over their
mvestment retumns, Investors are in business to make a profit and successful
investors will contribute to the economic development of their host nation. By and




large, foreigners’ enthusiasm and eagemess to invest in Nigeria will be influenced
largely by visible evidence of investment by Nigernans in their economy, espe-
cially through the retum of flight capital,

Investors consider a number of factors before making investment decisions,
including;

- availability of a market

- stability of government policies (even if government changes)

- minimum bureaucratic interference

- ease of repatriation of dividends and legitimate earnings

- minimum investment risk (investment protection, agreements, country
risk)

- legislation that facilitates business

- ability to control their investment

. tax consiclerations

. sound fiscal policies in terms of low inflation and stable exchange rate

- good infrastructural support

- security of life and property

- availability of skilled manpower

The globalisation of markets means that businesses ane competing across interna-
tional borders, especially with trade liberalisation. Nigeria could encourage
investments, but only if it creates an investor-friendly environment.

Issues Discussed

The key issues for improvement of the overall investment climate were identified
as betng

Legal Framework for Investment
Incentives to Investment
Nurturing Confidence
Enhancement of Productivity

b ¥ L] 4

The issues were discussed against the background of the recommendations made
at the 1993 First Nigerian Economic Summit, progress made so far i implement-
ing the 1995 Budget and additional reforms required.

L.  Legal Framework for Investment. The group acknowledged the repeal of
the Exchange Control Act of 1962 and the Nigerian Enterprises Promotion
Decree, 1989 but advocated the early promulgation of the replacement
legislation or guidelines, the absence of which has created uncertainty in
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the minds of would-be invesiors and other stakeholders in the economy.

The group also further identified other pieces of legislation which currently

constitute impediments to foreign investment inflow:

- Exchange Control (Anti-Sabotage) Decree 1984

- Second Tier Foreign Exchange Market Decree

- Foreign Currency (Domiciliary Account) Decres

- Immigration Act

- National Economic Intelligence Committee (Establishment, etc)
Decree 1994

- Nigerian Enterprises (Issue of non-voling shares) Decree

- Industrial Development Co-ordinating Committee Decree

- Aliens Registration Act - which legislates against non-Common-
wealth citizens

- Capital Gains Tax Act

Incentives to Inoestment. The discussion highlighted the need for urgent
action in the following areas: improved port procedures, removal of
bottlenecks in obtaining and renewing expatriate quota approvals, human
resources development, revitalisation of the agricultural sector, provision
of public utilities and operation of the Export Processing Zone (EFZ),
improvements in security, increased incentives, reduced bureaueratic in-
terference and a reduction in toll gatesinduced by legislative requirements.

Nurturing Confidence. The discussion of this isswe focused on the need for
Government to win investors’ confidence (both Mlgeﬁamandnnn—ﬂigr_n

ans) in the Nigerian economy. This could assist a meaningful

between the private and the public sectors, by incentive policies properly
implemenied and by ensuring the security of life and property. The basic
message to Government being to "get the investment climate right™.

Enhancement of Productivity, The productivity of the public sector was
considered essential to the enhancement of private sector productivity.
Right sizing of Government would do much to achieve this atm when
accompanied by effective public/private sector ialogue.

Conclusions/Recommendations

The group emphasised that its discussions and recommendations were specifi-
cally related to issues arising from 1995 Budget and the immediate reform
measures required to ensureits effective implementation, The recommendations
are as follows:
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Legal Framework for Investment
Improve the legal framervork for imvestment by taking the following steps:

repeal or amend all the laws/ regulations which impede growth in
inflow of investments to provide a liberal legislative framework for
Investments o foursh; and

promulgate new law(s) to replace the repealed Exchange Control
Act, 1962 and the Nigerian Enterprises Promaotion Decree, 1989. The
new law(s) must be consistent with the on-going economic

liberalisation palicies being pursued by the Federal Govermnent.

Maira Convertibrlity

follow-up the repeal of the Exchange Control Act, 1962 by identify-
ing and repealing other laws whose existence in our statute books
militate against Naira convertibility; and

increase the depth of the autonomous foreign exchange market, e.g.
by allowing il companies to channel their inflow of foreign ex-
change for funding overheads and administration directly to the
market on an on-going basis. A market starved of foreign exchange
will price US§ high and CBN “intervention” will be less meaningful.

Fizcal Issues - Reduce Dhilies and Taxes,

With the successful intreduction of VAT and the creation of the autono-
mous foreign exchange market, Government should take a bold initiative

bo:

eliminate Excise Duty.

eliminate Capital Gains Tax.

rediuce import duties to ne more than 5 % for industrial raw mate-
rials.

eliminate State and Local government levies and other taxes which
constitute a nuisance to business.

reduce maximum Personal Income Tax Rate to 25 %; and expand the
threshhold and improve collection

reduce Corporate Income Tax rate to 25% and abolish miscella-
neous taxes like Education Tax.

improve revenue collection efficdency by gradually shifting focus
from direct {Le, mcome tax) to mdirect taes (VAT

Remove botilenecks in the acquisition of land,

aceelerate the processing of title documients, e.g. Certificate of Oceu-
pancy which is essentinl for access to loan funds,
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review Land Use Act and amend, as appropriate, to facilitate access
bo land.

Expedite action on the Investment Promotion Council Legislation,

The enabling legislation proposed to replace the Nigerian Enterprises
Promotion Decree and the Industrial Development Co-ordination Com-
mittee Decree should be released with urgency. It should be emphasised

that replacement legislation should not re-impose controls.
Remittasice of Invisibles:

- clarity the role of NOTAF under the proposed Investment Promo-
tion Council legislation.

- clarify the exchange rate to be applied to outstanding dividends
accumulated from years prior o 1995,

The Finance Minister's recent statement suggests that Technical Services
Fees and Management Fees would no longer be "expected” once a foreign
company owns majonity shareholding in any Nigerian company. It should
be recognised that normal commercial relationships accommodate such
fees especially for tax and corporate services and it is important that this
issue does not become a disincentive.

Offshore collateral guarantee standby L/Cs and other tangible security to
support Naira loans should be re-legalised. There is no evidence that
banning this form of collateral encouraged capital importation. On the
contrary, it may have discouraged new business investment.

Capital Hedge.

Currently, banks are not allowed to hedge their capital, whereas the
productive sector can do so in fixed assets, real estate, etc. Forelgn owned
banks should be permitted to hedge their imported hard currency through
acquisition of real estate or by acquiring dollar-denominated bonds, etc.

Incentives to Investment

Streamline port procedures by taking the following steps:

- continue /sustain recent improvements facilitating the reception
accorded passengers at the Murtala Mohammed Intemational Ajr-
port, lkeja,

= privatise port operations and make port tariff competitive. Nigeria's
reputation as having the highest port taniffs in the world should be




reversed tostop the cument diversion of Nigeria's maritime cargo to
neighbouring countries.

- reduce the number of security and govemment agencies at the ports
from: the current levels of more than 30 to a maedmum 2 or 3.

- remove requirement for a non-Commonwealth citizen to hold an
alien card.

Simplify Expatriate Quota Approval Procedure:

- use the size of nvestment (in terms of capitalisation) to determine
the automatic expatriate quota entitlement and make the process

automatic,
- request for expatriate quota positions in excess of the automatic
positions should be subject to Liberal approval procedures.
Human Resources Development:

: increase education funding at all levels.
- abolish 2% Education Tax but be transparently accountable to tax
payers on the utilisation of any collection made to date.

Offerreal incentives to revitalise agriculture where returns on investmen (3
are inevitably long term by:

= reducing corporate tax rate on agricultural business to 5 %;
= providing enhanced capital allowance to accelerate asset deprecia-
tiam,

Educatipn Tax.

The group noted there 15 need for open accountability in the management
of the 2% Education Tax, and its judicious application should be demon-
strable. As an immediate step, an account ought to be published of
collection to date and its deployment. Whale not recommending its aboli-
tior, the group made the point that Education Tax is not consistent with the
general need to reduce direct taxation and foous on indirect taxes.

Public LItilities:

- privatise public utilities such as telecommunications, electricity,
waler supply, or allow compettion to improve efficiency in service
delivery.

Effectively implement the Manufacture-in-Bond scheme, the Import Duty

Drawback scheme and ECOWAS protocols to promote exports.




Operation and Management of EPE:

attract foreign investors through realisable incentives.
allow private sector to provide services required by EPZ.

Nurturing Confidence

consistency of public policy, even if govemnment changes.

ensure security of life and property by fully equipping and motivat-
ing the law enforcement agencies.

encourage Nigerians to bring back flight capital soas tosend positive
signal to prospective forelgn investors.

encourage existing investors to re-invest additional funds in their
business by providing necessary incentives.

dercgulate and completely open up the capital market.

ensure Maira convertibility and further ease inflow and outflow of
funds,

cul down the multiple regulatory agencies performing overlapping
furctions, in most cases, at the ports.

strengthen public sector/ private sector collaboration and consider
erass postings between the two sectors.

harmanise levies and regulatory activities of FGN agencies and
discontinue retroactive levies.

make all non-distressed banks acceptable for receipt of duty and
ralio payments.

Enhancement of Productivity

-

downsize the public service with a view to optimising its human
resource deployment and reducing bureacracy.

increase the remuneration of public servants, and mohvate to per-
form optimally.

encourage incentive remuneration in the private sector, linked to
productivity.

reconsider the supervising Ministry for the Raw Materials Research
and Development Council to make the Council more effective in the
development of industrial raw materials.

re-examine the reward systern in the public service o ensure that
contribution and productivity, rather that longevity are rewarded.
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Basic Social Standards
(Improving Living Standards)

Introduction

The role of Government should be to create a society where all the basic social
needs are provided. It is fell that all economic activities should have this zim, i.e.
the provision of adequate living standards tor all Nigerians. Moving out of those
economic activities that could be betler carried out by other sectors of society
through privatisation (or direct private involvement), would allow Government
to focus better and to use its resources more effectively in catering for these basic
social needs.

Govermnment should, therefore, create the enabling environment through consis-
tent policies and the provision of adequate infrastructural facilities to encourage
private investment and to unlock the full potential of the private initiative of
individuals,

In addition, the private sector should be made more sensitive to these social needs
and be encouraged to contribute to the provision of better living standards by
meeting their social responsibilities.

Issues Discussed

Participants considered that the following key issues would have tobe addressed
lo improve the living standards of all Nigerians.

- Employment

- Food

- Health

- Education

- Housing

- Security

- Chuality of Public Service

- Trm'rspﬂrmtinn

= Fole of Private Initiative.

1. Employment: The group unanimously agreed that the rate of unemploy-
mentespecially amangst the youth was on the increase (although the group
had no supporting statistical data),




It was further observed that in Nigeria, Government was the greatest
employer of labour and this had often led to the unrestrained establishment
of ministries and parastatals. The group would rather seea trend where the
private sector would take the leading role in job creation, with Government
creating anenabling environment. The factors that contribute to increase in
unemployment arm:

- Government projects ane stationary.

. The present business environment does not encourage private seclor
growth due to inconsistency in government policies.

- Manpower training is deficient and inadequate.

Food: The group unanimously agreed that food was very critical and
essential to the citizenry, In order to have a healthy nation, peaple must
have access lo food at an affordable price. Government should play a
leading role in revitalising the once vibranl agricultural sector by giving
incentives to both small scale farmers and large scale operators,

Health: Provision ol health services has failed to meet people’s needs.
Public expenditure in the health sector has been on the decline, It was the
general consensus that the Primary Health Care scheme should be resusci-
tated and the States and Federal Governments should finanoe and moanage
the scheme.

Education: The group observed that education at all levels is experiencing
a profound crisis. The key issue for education is funding in an economy
with huge commitments and expansion in the secondary and terfiary
education sectors undertaken by Covernment. The result is poor quality of
materials, equipment, teachers and the byproducts of our educational
system. The group also observed that the payment of teachers’ salaries is
not regular and has a very low priority,

Housing: Like food, shelter was identified as a basic need of all individuals.
It was further observed that housing and a hygienic environment are
important in improving the living standards of Nigerians. The housing
project started by this administration is very laudable, and must therefore
be completed.

While some members of the group felt that more hoses showld be built, others
felt that the Federal Government should concern itself with the provision of
infrastructure such as roads, electricity, water and telephone, while plots
should be allocated to individuals to develop their houses according to their
needs and tastes. The queston arose as fo the number of housing units the

Govemnment should provide yearly. The group unanimously agreed that 5
million units of houses should be built by the year 2000.




Security: The group noted with concern the general insecurity of lives and
property in the country. It further noted the ease with which criminal
actjvities are carried out with law enforcement agencies unable to cope
with the increasing sophistication of criminals, It was observed that the
general welfare of the Police has not been properly addrested. They arenot
well housed, not well paid, poorly equipped and poorly trained.

It was unanimously agreed that the involvement of law enforcement
agencies in armed robbery has compounded the security problem of the
nation,

Overall, the group agreed that the security of life and property is a major
factor in motivating economic development and investment and therefore
must be given the highest pricrity by Government .

Quality of Public Service; The group identified that the quality of public
service has declined over lime. Most public service officets see theirjobs as
a transient phenomenon and therefore their sense of commitment and
honest service has completely disappeared. The low remuneration has led
public afficers to establish agencies to offer the same services or demand
monetary incentives to provide services.

The general feeling was that public service confers no reward and should
be avoided. The group wandered how best the civil service could be made
to respond to the needs of the public. The group further observed that the
public service was over-staffed and its productivity was low. It was
generally felt that the politicisation and militarisation of the public service
over the years had reduced its commitment and efficiency. The group
therefore called for a new sense of direction in the public service sectar.

Transportation: The group noted with great concern the inadequacy of
public and mass transportation systems in the country which had given rise
b0 massive importation of "tokunbos™ (fairly used cams} into the country.

Although Government had invested large sums of money in purchasing
buses for public transport, the problem of peor maintenance and the
deplorable state of our roads had led to the frequent breakdown and
absolesence of the buses.

The group further noted with regret the total neglect of the rail and inland

water ways transport systems. It was suggested that transportation was a
social service and must thus be subsidised by Government.

Role of Private Sector: It was generally felt that the private sector had an
important role o play in the provision of basic social needs. As economic
growth is made possible through a more stable economy, the private sector




should find ample opportunities to contribute directly to these needs. Ex-
amples abound of the roles that NGOs and voluntary agencies have played in
the fields of education, health and other social services.

Conclusions fRecommendations
The specific recommendations made with respect to each basic social need are as

fralloras

1. Employment

Government is enjoined o encourage an increase in the number of
Small and Medium Enterprises (SMEs) by implementing forthwith
the incentives in the 1995 Budget; financing of SMEs within the
{ramework of the Petroleum Trust Fund (PTF) and entrepreneurial
training for SME owners,

upgrade industrial capacity utilisation by ensuring availability of
foreipgn exchange for raw materials importation (where raw materi-
als are not locally available or o complement local supply) and
promoting consumption of Nigerian made goods.

provide additional funding for National Directorate of Employment
(NDE) programmes.

create an enabling environment for business to flourish 50 as o
create employment opportunities.

encourage technical training and vocational skills development by
providing the right incentives for 155 graduates to gain admission to
Federal Training Colleges (FTCs),

Owerall, reforms by Government should be such as to transfer the burden
of largest employer of labour from Government to the private sector.

2. Food: The objective here is (o increase productivity and ensure national
food security with a majority of Nigerians irrespective of social status,
having access to the quantity and quality of food they require, It is against
thisbackground that the groupmade recommendation for Government tor

Tesuscitate (arm settlement;

encourage private sector investment in preservation /storage facili-
ties in lmewith their responsibility under the National Food Security
Plan.

provide o farmers in organised groups, such as cooperatives, rather




than through middlemen, improved varieties of seeds; seedlings,
superior breeds of animals, fingerlings, pesticides, vaccines and
drugs for ammal husbandry, mechanical devices, farm implements
and other input at affordable costs;

provide access to results of agricultural research;

promote dry season farming through irrigation facilities, grazing
reserves and harvest rain water:

promote fish farming;

ensure strategic supply to make up for gaps between supply and
demand levels and food scarcity in the event of famine or drought.

Health: Action plans recommended for implementation by Govermnent
are:

make Primary Health Care the main focus of the national health
policy and health delivery system .

provide free medical consultation for maternal and child welfare,
and in relation to the latter, intensify the Expanded Programme on
Immunisation (EPT) in conjunction with UNICEF .

fund and equip hospitals especially tertiary health institulions,
acquisition and maintenance of medical equipment and upgrade
training lor medical and para-medical personnel.

provide drugs, control quality and sale by encouraging local pro-
duction, reverse the spate of divestment by multmationals from the
industry, better manage the Drug Revolving Fund and sustain the
“war" against fake drugs.

implement the National Health Insurance Scheme in phases, and
ensure direct payment of medical professionals by the agency.

Mo consensus was reached on methods of population contral bul the group
agreed on the need for a larger and more équitable distribution of social
facilities,

Education: It wasnoted that this was perhaps the best investmeni a nation
can make for its people given the direct correlation between quality of
human resources of a nation to the nation's economic growth and develop-
ment. In this regard, the group called on Govemment to:

"

provide compulsory and [ree primary education;

encourage private sector ownership of educational institutions-atall
levels to compete with public sector owned institutions;

improve teachers' welfare by increasing remuneration, prompt pay-
ment of salary and allowances, motivate with other incentives;
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provide educational opportunities for the less privileged such as the
disabled, nomadic cattle rearers and the "girl child”;

enforce discipline among staff and students in higher institutions;
make efficient use of the Industrial Trairung Fund and other Educa-
tion Funds to achieve optimal results,

Housing: The group recommended the following government actions to
meet the housing needs of the citizenry:

complete existing housing schemes and ensure fairmess in allocation;
provide infrastructuré in terms of site and services such as roads,
sewage, electricilty, water and fire services funding of which may
come [rom the Petroleam Trust Fund;

encourage development and use of local building materials such as
bricks, clay blocks, bamboo roofing, etc. to make housing within the:
reach of the poor;

promote housing development by the private sector;
streamline the operation of the National Housing Fund.

Security of life and property

accard due importance to the Police and reorganise to deliver
resulis;

improve on the welfare of members of the Police Force through
adequate remuneration paid on regular basis, provision of housing,
insurance and career prospects, as well as other incentives through
which their morale can be boosted;

provide necessary training and equip the Police with modemn state-
of-the-art equipment especially arms, communications equipment,
motor vehicles, efc

Quality of public service; Improve quality of the public service by:

rationalizing /downsizing;
pay adequate remuneration on regular basis, provide stalf welfare
facilities and improve career prospects, train and retrain to provide
motivation for improved productivity and overall efficiency;
depoliticise and professionalise;
re-orientate to change work ethic;
restore powers of the Civil Service Commission in relation to em-
ployment, promotion and discipline.

Cormuption: Noted to be an endemic, if not systemic, disease presently but
could be reversed by doing the following:

leadership by example;




- paymumt of economic wages to public servants;
- transparency and accountability in public accounting.

Transportation: To improve the public transportation system, the group
made the following recommendations:

. revitalise rail network and transport system;

- provide ferry services over dredged rivers and inland waterways;

- rehabilitate roads, provide urban mass transit vehicles at subsidised
costs, sustain patronage of local assembly plant to enhance their
capacity utilisation, introduce school bus system and curiail all
statutory charges responsible for high prices, e.g. landing and han-
dling charges, tariffs, import duties, etc.

- maintain deregulation of the airline industry.




Section 3

Medium Term Reforms

Medium tevm plans and economic reforms are needed to attract high levels of inestment
und to earn debt reltef from external creditors, These reforms need o be pddvessed in the
1996 Budget and in Medium Term Econoniic Programimes.

Muost of the groups (growps 5 to 20) focused on the medium term, sinee it will tke one to
three yeurs to tmplement reforms which will start lo produce sustaimable économic
development and even longer for this to be felt in terms of guulity of life by all Nigerians.

Financial and Monetary Systems

Introduction

The group reviewed Nigeria's financial and monetary systems starting with the
present struchure. It also defined the objectives of the system and identified the
factors that have accounted for the failure of the system to achieve its objectives
as well as the consequences of its failure. It then recommended measures that will
restore the health and efficiency of the system, including an action /implementa-
Hon plan.

Tisues Discussed

1.  Structure of the Present Financial System. The financial system is made up
of a vast number of players, including a multiplicity of specialised banks
and other funding institutions, There are also several different legal and
regulatory trameworks for the different categories ol players.

The list of operaling and proposed specialised lending Institutions is
growing and includes Urban Development Bank, Peoples Bank, Commu-
nity Banks, Migeria Export Import Bank (NEXIM), National Econamic
Recenstruction Pund (NERFUND), Migeria Industrial Development Bank,
Migeria Agricultural Credit Bank, Federal Mortgage Bank, Post office




Savings Bank, finance companies, mortgage finance institutions, commer-
cial banks, merchant banks, discount houses, insurance companies and
pension funds. The proposed institutions include Transport Bank, Mar-
time Bank and the Education Bank.

Many of these specialist institutions are incapable of thriving in a competi-
tive market place without indefinite government support. This multiplicity
of specialist lending institutions supported by subsidies and levies is
mconsistent with optimum resource allocation.

In addition, the existence of different legal frameworks governing the
establishment and conduct of these institutions creates problems for mon-
etary policy implementation and industry supervision. There are often
overlapping roles and functions. The result has been poor performance,
poor supervision and lots of distortion in the financial system.

Although the reason given for the establishment of these specialised
institutions is the failure of conventional banks to provide credit to, and
adequately serve other needs of, certain sectors of the economy, the
solution does not e in establishing an endless list of “specialised banks".
What is needed 15 providing adequate incentives to conventional banks
-such that risk/reward considerations will allow for a self-sustaining flow
of credit to even the supposedly "disadvantaged" sectors.

Objectives of the Financial and Monetary System. The major objechves
of the financial and monetary systems are:

- effective mobilisation and efficient channelling of resources from
surplus to deficit areas of the economy;

- protection of the real sector from domestic and external financial
risks and shocks;

- evolution of an efficient payments system to facilitabe financial and
other commercial transactions;

- helpmg to achieve macroeconomuc stability;

The financial and monetary systems have failed to achieve these objectives
for many rersons among which are;

- economic and financial policy discontinuity;

- excessive monetary growth arising from incongruent monetary and
fiscal FEIH.EI.E-‘.

- excessive reliance by regulatory agencies on direct rather than
mdirect controls;

- ineffective control over monetary policy as a result of the Central
Bank's difficult supervisory role;




poor co-ordination between the vanous regulatory bedies:
existence of negative real interest rates;

buge informal sector of the economy;

cash-based economy militating against the evolution of an efficient
payment system;

high incidence of fraud and weak systems comtrol;

low entry and high exit barriers;

poorly developed savings and Investment culture;

multiplicity of players pursuing ill-defined roles, objectives and
special needs;

lingering ownesship problems;

questionable legal and regulatory framework;

imposition of inappropriate instruments, including even the de-
nomination of Nalm notes;

low level of technology and automation.

Consequences pf Failure of the Financial and Monetary System. The
failure of the financial and monetary system lo meet the objectives outlined

above has brought with itmany consequences, principal among which are:

rising incidence of distress afflicting individual players and/or
complete subsections;

demise of the inter-bank market;

multiple foreign exchange rates with high potential for exchange
rate instability;

shallow financial system with paucity of appropriate financial in-
struments;

ineffective savings mobilisation from the informal sector of the
ECONOMY;

low level of public confidence;

uneven development of various sub-sectors within the financial
system;

poor quality of service;

poor prospects for internationalisation;

high and rising transaction costs;

mounting bureaucratic/ documentation needs.

Other lssues

Excessive Monetary Gronwth. This has undermined the objective of achiev-
ing macroeconomic stability, Excessive money supply has been a conse-
quence of financing huge government defleits by ways and means, Fiscal
deficits anse from government's constant inability to fund expenditure
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deficits arise from government's constant inability to fund expenditure
from its revenue base. Purthermore, Government seeks to aveid high
borrowing costs, and hence the market-place sanctions for excessive bor-
rowing, by resorting to ways and means of financing through the Central
Bank.

A strong Central Bank insulated fromexecutive government control would
be better positioned to conduct monetary policy much more prudently by
resisting executive pressures without fear of sanctions. However, for the
Central Bank to focus effectively on its core central banking functions, it
must free itself from retail banking and other such functions better per-
formed by other Institutions.

High Transaction Costs, The existence of set tariffs and rates for financial
services transactions precludes price competition that could reduce overall
transaction costs to customers. Of note is commission on tumover (COT)
which is still based on volume rather than number of transactions.

Although COT could be justified on the basis that it provides an avenue for
banks to recoup some of the costs of providing certain services not covered
by approved tariffs, there is a need lo review the case for tanffs, with a view
to eliminating them such that banks can compete freely on price for their
services.

Credit Defaults. The distress mmost fimancial institutions 15 caused mainly
by huge credit defaults. The Nigerian eredit culbure is poor and, asa result,
miost credit defaults arse from outright fraud or unwillingness rather than
inability of borrowers to repay.

Conclusions/Recommendations

1,

L

The Central Bank should be granted real autonomy in the area of monetary
policy and supervision.

The Central Bank should immediately relinquish its retail banking func-
tions, including direct foreign exchange dealings with privale sector com-
panies such as oil producing and service companies.

Market mechanism for allocation and pricing to be adopted to eliminate
distortions in the money, foreign exchange and credit markets.

The financial system should not be burdened with a policing role due to

deficiencies in other government agencies such.as Customs and the Na-
tional Drug Law Enforcement Agency.

The establishment of a credit bureaux will help in evaluating borrowers.
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Fraudulent practices such as issuance of bounced cheques and wilful credit
defaults should be attacked and stiff punishments applied,

Appropriate financial instruments, including higher denominations of the
Maira, should be introduced

Constant review of entry and exit barriers should take place with a view to

allowing timely exit of failed mshitutions as well as allow for strong new
entrants,

Manpower development and training should be emphasised.
Lingening bank ownership problems must be resolved immediately.

Full Naira convertibility should be achieved within the shortest possible
fme.

Encouragement of credit allocation to favoured sectors/special needs
should be through incentives rather than mandatory limits. Accordingly,

continued stipulation of mandatory sectoral limits and maturity structure
of merchant bank assets should be scrapped.

Government should, as a matter of urgency, commission a study aimed at
eliminating overlaps of financial system sub-sectors and streamlining of
the overall regulatory framework.

Reliance on stabilisation securities as an instrument of hiquidity control
should be phased out, In the intervening period, such securities should be

priced appropriately and not at a penal rate.

Action/Implementation Plan

Beyond recommendations, the group proceeded to formulate the following plans
for action and Implementation in the immediate, and short to mediom terms.

Immediate

= scrap two-tier forelgn exchange pricing to achieve single markel-
determined rats.

- deepen autonomous foreign exchange market by returning all pri-
vale sector sources. of forex to the banks.

= introduce higher denomination Main nobes.

- eliminate foreign exchange and import documentation require-
ments which are a carry-over from the highly regulated past.

= discontinue the issuance of stabilisation securitbes and price out-
standing instruments appropriately.




- review regulations that unfairly threaten the existence of particu-
lar sub-sectors of the financial system.

- deregulate interest rates and introduce other indirect monetary
controls. Simultaneously, abolish controls on mandatory sectoral
Hmhmﬂmmntyn{memlmthmkﬁ assets, small scale lending,

- dﬂElrua a time Hmit for government support of unviable/failed
institubons / sub-sectors and ease them out.

Short-Medium Term

- review licensing of new banks with a higher entry hurdle require-
ment

- establish functioning credit buregur.

- internationalise the financial

- adopt balanced budgeting as a ﬂuﬂl policy goal.

- commission study of the Nigerian financial system to delineate roles
for self-sustaining institutions.

- provide incentives o encourage the channelling of loanable fundsto
priority sectors and /or disadvantaged sectors.

Capital Markets

Intraduction

Starting with a brief review of the role and objectives of the Nigerian capital
markets, the group identified key issues to be resclved for the objectives to be
realised. Conclusions were drawn and recommendations made for the growth
and development of the market.

The goals of the capital markets in Nigeria should be to develop a virile and
efficient market which is capable of making a significant contribution to the rapid
socio-economic development of the country; should compete efficiently and
effectively with other markets in developed and emerging economies; and should
engender the confidence of investors and other participants, both Nigerian and
foreign




Issues Discussed

1,

Limmited Number and Variety of Quoted Secarities. Only a limited number
of securities relative to the potentials are currently quoted in the market.
The variety of securities is also limited, mainly to equities. The result is that
the market lacks breadth and depth.

Lack of Liguidity. The number of securihes teaded 15 very small. Market
liquidity is therefore impaired and this impedes the growth of the market.

Clearing and Settlement System. The present system is inadequate, Con-
cluded transactions still take weeks to clear and settle, The system is not
automated and is inefficient,

Professionalism. The level of professionalism in the capital markets is low.
There are anly a few trafned market operators, Even then, the sklls level is
Awareness of Market Potintiallopportunities. Awareness of the potential
and opportunities in the capital markets is still low among the public,
including businesses that stand to benefit from raising capital through the
markets. The potential of the markets is, therefore, under-utilised.

Poor Market Facilities and Procedures. Processing and approval of new
izsues, in particular, is slow, The same is the case with certification of trades
and transfers by registrars. Lack of automation is largely responsible for
delays in registrars functions.

Foreign Participation, Foreign investors and institutions are not currently
participating in the Nigerian capital markets. Although the major legisla-
tive impediments have been removed, more still needs to be done to make
the Nigerian markets as attractive to foreign investors as other emerging
markets.

Conclusions/Recommendations

1.
{a)

Measures to Increase Number and Variety of Quoted Securities

Incentives should be provided to encourage companies to seek quotation
as well as for investors to participate actively in the market. To do this,
Government was enjoined to;

- reduce corporate tax for quoted companies.

- reduce withholding tax on individuals.

- abolish capital gains tax on quoted securities as has been the case in
other emerging markets.
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(<)

{d)

{e)
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(a)

()

(c)

(d)

- allow State Governmenis direct access tothe capital markets without
secking Federal Government approval.

- amend the Lagos Stock Exchange Act of 1951 to end current practice
of transacting securities business outside the stock exchange by the
Central Bank and the MNigeran Social Security and Insurance Trust
Fund i

. make incomes of unil trus! schemes completely fax-free.

= make tax deductible the cost of going public.

The privatisation programme should be re-invigorated as a means of
introducing new credible securities to the market. Such major utilities as
water, electricity, and telecommunications should be corsidered for full
privatisation.

Government's domestic detts should be serutinised and sold as bonds
through the markets. This measure will also help the Government to
manage its debts.

The Federal Government should resume issuance of development stocks as
a means of financing long-term projects. This will help to ease pressure on
government budgets,

The capital markets should be utilised for funding housing projects rather
than reliance on governmen! sources.

Companies and Allied Matlers Decree should be amended o permil
issuance of modern instruments such a8 warrants and derivatives.

Liguidity

To improve liquidity in the market, major public funds such as NSSITF
ghould be encouraged o trade their large stocks of shares from time to time
on the floor of the stock exchange. Moreover, MSSITF's investment in the
maney markets should be restricted to no more than 10%.

Aleo, the stock exchange should review its administrative controls over
price movements. The present limit on daily price movements based on
abgolute Maira value should be replaced with one based on percentage
value.

The Trustees Investment Act is too restrictive in terms of permissible types
of securities and portfolio composition for approved funds and should be
amended to ease these restrictions.

Banks should be encouraged to participate in the corperate bond market
through, for instance, provision of tax incentives.
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4,

The pricing of bonds and government securities should be done according
to intermational bond tables.

Allocation of shares on the floors of the stock exchange should be alimi-
nated,

Availability of long-term funds in the markets should be promoted by
implementing existing legislation requiring every company with fifty
employees or more to establish a pension fund. Such schemes must be fully
funded. In addition, institutions such as NERFUND, NEXIM and NDIC
should be allowed to invest in quoted securities.

The Government should change the current practice of charging staff
pension costs bo the annual Federation Account and instead establish
pension funds to be fully funded and invested in the capital market.

Also, investors should be allowed 1o ofiset capital losses against capital
gains within five years.

Clearing and Setflement. The establishment of a8 modern clearing and
settlement system for the market isa top priority. Such a system should be
operational before the-end of 1995. The proposed body should be a private
sector entity, independent of the stock exchange. The Government could
participate in its financing either by way of grants or equity investment.

In order to ensure the economic viability of the system, it should, in
addition, cater for other market instruments, such as CBN Treasury Bills,
not trasded on the stock exchange.

However, establishment of the settlement and clearing system should be
accompanied by the repeal of the section of the Companies and Allied
Matters Decree requiring possession of physical certificates as evidence of
ownership of securities.

Professionalism. Cualification standards of market operators as well as
standards of services provided should be raised.

Thepresence in Nigeria of strong global investment banks and other capital
market operators will help to raise standards in the market. Incenbives
should, therefore, be provided to attract them.

There should be new guidelines which will clearly delineate the roles,
powers and responsibilifies of the Securities and Exchange Commission
and the Nigerian Stock Exchange to avoid duplication and conflicts that
tend to undermine standards of market performance.
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In addition, the Council of the Nigerian Stock Exchange should be urgently
reconstituted to consist principally of dealing members.

Level of Awareness of Capital Markets Benefits. Raising the level of
awareness of the benefits of the capital markets among the public is a joint
respansibility of the Government and market operators.

There should be local and international campaigns tosell the attractiveness
of investing in Nigeria's stock market. At the sama time, the awareness of
the benefits of public quotation should be brought to potential issuers.

The Government should also encourage mobilisation of domestic savings
into the markets through tax and other incentives.

Moarket Facilities and Procedures, Processing speed for applications in
respect of new issues and other approvals should be aceelerated. Both SEC
and NSE should adopt a response time limit of maxdmum fifteen working

days.

In addition to urgent automation of processing and delivery, the existing
time-table should be revised such that delivery and settlement would occur
latest by the end of the week succeeding the week of transaction. Also, a 48-
hour time limit should be set for certification of trades by registrars .

Foreign Participation. In order to encourage foreign participation in the
Nigerian capital markets, the Government should urgently articulate the
procedures for foreign capital flows to and from Nigeria. Al the same time,
the procedures for quotation of foreign securities in Nigeria as well as
quotation of Migerian securibies abroad should be authorised and pub-

Another measure is to allow foreign stockbrokers to operate in Nigeria.
This will open the Nigerian market to the clients of such stockbrokers,

It is important for Government to behave like any other responsible
investor in cases where it holds shares in quoted companies. It must
therefore limit its participation in the affairs of such companies fo the extent
of its shareholding only. Undue use of government's legislative powers o
increase its holdings or vary its powers will only serve to weaken the
confidence of international investors in the Nigerian capital markets.




Fiscal Systems

Introduction

The group acknowledged the significant progress made in Govermment fiscal
systems since the First Economic Summit. Petrol prices have been increased to
reflect market realities, and consumption taxes introduced. Furthermore, there
has been better accountability and transparency with the results for the first
quarter of 1995 showing an impressive budget surplus.

Issues Discussed

The group discussed, first, some salient strategic issues in the design of fiscal
systems. The main topic discussed was whether revenue maximisation or the
raising of an optimal level of revenue should be the objective. In addressing this
problem, the issue of the ultimate objectives of a sound fiscal system was also
discussed,

Within the broad area of revenue issues, the main problems the group addressed
were the need to continue and deepen the moye from direct to indirect taxes and
the on-going problem of appropriate petroleum product pricing.

In the context of the shift from direct to indirect taxes, specific changes in personal
income lax, company income lax, petroleum profits tax, customs and excise
duties, valus-added tax (VAT), and the "nusance taxes” were considered.

Inrelation to the appropriate pricing of petroleum products, the group considered
both what the optimum pricing is and the ways of getting there.

The main spending issues addressed by the group were the determination of
proper Governmen! functions, and related to this, the need to simplify the
machinery of Government, the need for transparency in spending, spending
priorities, the appropriate use of non-budgeted windfalls, the need to capture
comprehensively all Government revenue and expenditure under ane budget,
and several areas of concern in relation to the Petroleum Trust Fund and
OMPADEC.

Owerviewr. In relation to the objectives of the fiscal system, there was agreement
that the proper objective is to increase the economic well-being of the people
through both Government and the private sector concentrating on what each can
do best.




Animportant consequence of this s that Governmentshould notaim at maximising
the revenue it collects, but at optimising it. Government should start by having a
clear idea of what are the proper functions of government and then aim at raising
the revenue needed to carry out those functions, keeping in mind that there is a
level of fiscal pressure beyond which it is not wise to go, even if additional
resources are needed to carry out legitimate government functions, as this will
tend to remove incentives from the private sector and slow down economic
growth, thus ultimately harming the well-being of the people.

Beyond the core areas of governance, defence and law and order, the group
agreed that Government has a proper role in providing infrastructure and basic
sacial services. The group, however, agreed also that it is often possible to bring
in the private sector o provide basic elements of infrastruchire and social services
provided there are adequate incentives. When this is done, often large gains in
efficlency can be obtained,

The group agreed that it s a proper objective lo prevent erosion of current
government revenue, as obviously there are shll in Nigeria many areas of need
that can best be satisfied through government action, However, the group also
agreed that it is important to raise this revenue in ways that are efficient and that
minimise economic distortions. Consequently, Government should continue to
shift from direct to indirect taxes because of the latter’s wider coverage, ease of
callection, higher yield, and, in Nigerian circumstances, greater equity.

1.  Revenue Issues.
Specifically, the group endorsed significant reductions in personal income
tax and company mcome tax to be matched by similar increases in the
revenue raised by VAT.

In relation to specific taxes, the following main points were made:

{a)  Personal Income Tax. There is need to increase the personal allow-
ance drastically so as to exempt altogether many low and middle
inedme earmers. There is also the need to widen significantly the tax
brackets which at present are extremely narrow with the result that
the highest tax rate applies at relatively low income levels, Finally,
further progress should be made in the reduction of tax rates.

(b} Company Income Tax. The group was informed that the present
system of capital allowances and of limitations in some expenses
(e.g. rent for employee accommodation, no group relief, etc.) results
in unfaimess Lo tax payers and in their paying tax at an effective rate
that is often significantly higher than the nominal rate of 35 %

It was, however, submitted that changes in the above areas would
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(c)

{d)

(e}

(£}

result in a serious shortfall in revenue. But as it had already been
agreed before that the general policy should be that reduction in
these taxes could be compensated for by increases in VAT, in theend
there was agreement to recommend thatcapital expenditures should
be expensed when incurred and expenditure restrictions removed.

It was also unanimously agreed that there should be only one
companies tax and that specialised taxes such as education tax and
the national housing fund tax should be cancelled. Special areas of
need should be addressed through the comprehensive budgets of
Federal or State Governments or through the Petroleum Trust Fund.

Customs and Excise Duties . The point was made that as a general
rule, when customs duties exceed 30%, a large increase in smuggling
results.

On excise duties, the point was made that they make local manufac-
turers uncompetitive and need tobe abolished. In the specific case of
excise duties on tobacco, 8 complaint was expressed that the present
level of excise duty (40%) plus VAT {5 %) s resulting in large scale
smuggling and loss of jobs in Nigeda. It was, therefore, s

that excise duties on tobacen be reduced significantly to levels which
will allow local manufacturers to remain competitive. [hwas argued,
however, that that level of duties responded to public policy consid-
erattons which aimed at reducing tobacco consumption. Still, some
members observed that that objective was not being attained and
thatall that happened was thatindigenous producers were penalised.
As this last point was contested, Interested members were requested
to provide relevant data which will help resolve the issue.

Petroleum Profits Tax. Reference was made to the recent change in
the law which turned “Section 17 offsets" into deductions, thereby
unpacting seriously, without prior consultation, on the results of
investment decisions that had already been made. The right of
Government to change the law was appreciated, but it was
emphasised that this type of unilateral action has negative conse-
quences from the point of view of attracting investment.

VAT. Given the importance the groupattributed to Value Added Tax
and the fact that it recommencds that it should be emphasised in the
future, it recommends that the shortcomings of the present system
of giving refunds should be adequately addressed.

Nuisance Taxes. This refers to the many levies, charges, fees and
taxes which, often withoutappropriate legal backing, are imposed at
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State and Local Government levels. They mise little revenue and
cause huge inconvenience. Accordingly, decisive action should be
takenat the Federal level tostop this proliferation, as these taxes pose
serious obstacles to private sector activities.

()  Pricing of Pefroleum Products, The group noticed that encouraging
progress has been made since the last Summit. Flowever, inflation
and the devaluation of the value of the Naira have seriously eroded
that progress, The group also recognised the political and social
dimensions of petroleum pricing.

Appropriate pricing is required to ensure supply sustainability and
to prevent wasteful consumption and smuggling. The group agreed
that a lasting solution to this problem can only be found through
maving to market-determined pricing. This can be achieved in
stages. A first stage would be to free retail pricing while still main-
taining uniform depot prices. However, the depot prices should be
subjected to frequent and gradual adjustments, instead of large and
infrequent ones.

A second step would be to decontrol also wholesale prices and move
lo privatising downstream operations and encourage private sector
investment.

Spending lssues.
In the area of spending, the main points made were the following:

{a) Comprehensive Budgetary Control, In the first place, &ll expendi-
tures should be brought under comprehensive budgetary control.

(b)  Withdrawai by Government from Business. [t iscrucial that Govern-
ment concentrates on ibs proper functions and stays out of commer-
cial and other activities which can be handled more efficiently by the
private sector, The present situation in which Government simulta-
neously carries on many commaercial activities inefficiently and, at
the same time, fails to perform properly its typical functions is most
unthealthy.

¢}  Civil Service Reforms. The civil service has suffered long neglect.
The group recommends that salaries, wages, and condiltions of
service in the public service should be improved as a matter of
urgency, At the same time, there should be a reduction in the size of
the machinery of Government wherever possible. In this regard,




(d)

(e)

(03]

attention was drawn to the convenience of reducing the number of
ministries and parastatals and to the need to avoid the proliferation
of States and Local Governunent areas which are unable to provide
for themsslves.

Transparency, The need to have transparency in spending was
stressed. Towards this end, the group emphastsed that the budget

ought to be comprehensive.

Utilisation of Non-Budgeted Windfalls. Whenever there are non-
budgeted windfalls {e.g. because of higher than budgeted oil prices
or because of exchange gains), such windfalls should be devoted to
reducing debts, When a small deficit has to be accepted, it should be
financed through borrowing from the open market at commercial
rites.

Special Funds. The group expressed serious concemn over special
funds like the Petroleum Trust Fund and OMPADEC, The group
recognised the reasons which led to sething up the Petroleum Trust
Fund but it was emphasised that this should not be a permanent
feature of our budget process. The spending of the Petrolewm Trust
Fund should be governed by strict budgetary discipline with pre-
determined criteria on spending areas and regular accountability.

Finally, the group agreed to keep meeting every three months in order to
provide a regular channel of contact between the Government and the
private sector on these vital economic issues,

Conclusions/Recommendations

Revenue [ssues

L Taxation

There should be a shift from direct to indirect taxation, particularly
VAT.

Personal income tax should be reduced by increasing allowances,
broadening bands and reducing rates.

The rate of company income tax should be reduced to 25-30% and
first year capital allowances increased to 100%. There should be a
single company income tax, without supplemental taxes for
specialised purposes such as education or housing.
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- The reveriue shortfall resulting from reductions in personal income
tax and companies income tax could be redressed by an increase in
the VAT rate, possibly to 7.5%.

- VAT administration should be improved, particularly in the area of
VAT refunds.

- Unexpected and unilateral changes in the tax rules, such as recently
happened in Section 17 of the Petroleum Profits Tax Act, should be
avoided because they discourage investment.

Petrolewm Pricing

- There should be appropriate pricing of petroleum products through
frequent and gradual adjustment of prices lo recover costs.

- In the short term, there should be a move from uniform retail pricing
to uniform whaolesale prices at the depots.

Spending Issues

L

All government expenditures (including Petroleum Trust Fund, OMPADEC,
Intervention Fund, etc.) should be brought under comprehensive budget
control.

Government should concentrate on governance, provision of infrastruc-
ture and social wellare and leave ordinary commercial ventures to the
private seclor,

The on-going civil service reform should improve public sector remunera-
tion while downsizing government bureaucracy at all levels (federal, state
and local),

The Petroleum Trust Fund should be a short-term arrangement with clear
performance targets. In the medium-term, all revenue and expendibure
should be captured under the Federal Government Budget.

Partners in Progress
(Civil Service; Public/Private Co-operation)

Intreduction

The group focused discussions on the vision of private / public sector cooperation
and then defined the partners required for national progress.
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Issues Discussed

Vision. The group insisted that Government and the private sector should work
in complete harmony, sharing the same vision for the country and complement-
ing one another in the march towards the attainment of national objectives.
Government should continue to encourage input from the private sector in the
decision-making process. There should be gradual divestment by Government in
business activities to enable it concentrate on governance and provision of
infrastructural facilities. On the other hand, the private sector should play its
complementary role by moving to areas where Governmenthad divested toavoid
a vacuum and the probable return of Government into such areas. Monopolies by
either the Government or the private sector should be avoided.

Definition of Partners. The group identified the following as the partners covered

by deliberations and seeking to work together to achieve set economic goals:

- Government and all its agencies - parastatals, government-owned compa-
nies as well as law enforcement agencies.

- The organised private sector like NACCIMA, MAN and NECA, the infor-

mal sector of the economy where a sizeable proportion of economic
activities take place as well as Trade Unions:

- The citizens of the country who are the targets of Government in terms of
provision of welfare facilities as well as the target of the private sector as
consumer of goods and services provided by that sector.

- Donors of international alds and grants either governmental or otherwise and
whaether the aids are directed through the recipient government or not.

The group observed that the partnership should be in the form of cooperation
either to achieve set goals or economic targets and to relieve economic stress
where that becomes necessary.

Conclusions/Recommendations

The group made the following recommendations:

1. Creation of atmosphere of mutual trust between the public and private
gectors

- Government intentions should be clear and unambiguous to facilitate

understancing. As far as possible, public policies should be consistent
to permit medivm and long-term planning by the private sector.
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There is need (or consultation and dialogue among the partners,
Although Government should not be constrained in its bid to gov-
ern, it should, however, carry along the other partners as far as
passible.

Both sides should have a change of attitude in relating to each other
such that the private sector ensures success of government policies

whilst Government makes policies that would be capable of being
implemented.

There should be commitment and transparency in policy implemen-
tation to ensure that Government does not make sterile policies or
policies that would generate the suspicion of private sector opera-
tors.

Owverall, it is considered that although the process of making policies
at present might have changed somewhat because of military gov-
ernance, the situation should change in the medium to long-term,
with the restoration of democratic rule

Increased private sector input and participation in the formulation and
implementation of government policies

Cne way of ensuring this objective Is the appointment of private
sector operators to serve on Boards of governmen! parastatals and
government-owned companies. The appointees should enrich the
policies of the insbtutions on whose Board they are serving,

Government policies should be based on the total views of the
privatesector rather than pressure groups of that sector to reduce the

incidence of government policies that would only have limited
applicatinn,

Compliance with government policies and regulations

Government policies should be complied with by government itself,
together with all s agencies, as well as by the private sector as a
matter of course in the overall national interest.

Government should, when making policies, specify sanctions for
non-~compliance,

Exchange of personnel between the Government and privale sector
This should be encouraged as it allows for cross fertilisation, exchange of
ideas and experiences and also permits enrichment of knowledge. The
details of the exchange programme should be worked out.




5. Clear definition and delineation of roles

- The roles of the public and private sectors are clear. Whilst Govern-
ment should concentrate on issues like provision of security, educa-
tion, health, social welfare as well as the enabling envirorument for
growth, the private sector should serve as an engine of economic
growth and development.

3 Although the private sector would be profit oriented, it should
however not fail to discharge its social responsibilities as a good
corporate citizen.

6. Improved levels of compensation commensurate with responsibility for
public officers

- The present leve] of remuneration for public officers is considered
poor. Public officers should therefore be adequately remunerated.

- Government should consider monetising the benefits in kind of
public officers and consider to what extent they could be paid the
monetised remuneration. The monetisation policy, when adopted,
should be implemented in the right context.

7. Continuous execulive management training

- All public officers should be adequately tramned -at all levels to
enhance performance and such training should be adequately funded.

- Training should not be restricted to public officers in any institution
but should be extended 1o private sector managers as well.

Infrastructure

Introduction

Infrastructure provides support for business. Infrastructural services whether in
the form of electricity, transportation or telecommunications facilitates produc-
tion and enhances productivity. The state of infrastrocture in an economy
determines the relative level of pressure on business to provide or complement
these services. Business in Nigeria has been under intense pressure in recent times
to bear the burden of generating its own electricity, provide water for itself and
incur huge costs on kelecommunications due to erratic supply of these services by
government agencies. This state of affairs increases cost of production, reduces
profits and turns off investment.




Issues Identified

The group enumerated the following infrastructural facilities and reviewed their
current status vis-g-vis the increasing needs of modemn business and the entire

society:

- Transportation system - road and rail network, air, sea and river ports;
& Communications - telecommunications, postal services, electronic and
print media;

Electricity;
3 Water supply /sewage system;

- Health services;

- Mational Datn Bank;

- Human resources;

- Physical Plan - Utility trunks for telephone, electricity cables and water

plpes.

Issues Discussed
1. Transportation System

The Road Network: Roads were noted to be collapsing due to erosion,
poorconstruction work, normal wear and tear, lack of maintenance and
abuse of overloaded vehicles. The traffic situation, espedially in cities
like Lagos, was deplored due to indiscipline by road users and breach
of road traffic regulations with impunity.

The Rail System was noted to have deteriorated over the years due
to neglect and improper management.

The Air Transport System received positive appraisal due to deregu-
lation and growth of private airlines, but improvement is needed in
the area of airport services especially safety services.

Seaports were noted to be generally adequate, but improvement is
required on the expansion of the capacity of our river ports.

. Communications

Telecommunications coverage level in Nigeria isaboutlinevery 200
people, which compares unfavourably with the minimum standard
of | in every 100 people set by the International Telecommunications
Undon, a United Nations agency. Although deregulation was intro-
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duced to the sector in 1993, NITEL's manopoly over the basic and
crucial services was said to be undesirable.

NIFOSTs poor service gave cause for concem, although the exist-
ence of 24 licensed private courler companies in the country was
noted to be a welcome development that should be sustained.

Electricity

Incessant power culs were noted to be the bane of public electricity
distribution in the country. NEPA's poor service was attributed to its
monopoly and insulation from competition. NEFA has capacity to
generate 4000 MEGA WATTS, Distribution rather than generation
was therefore noted to be the crucial problem.

Unecenomic pricing and weak revenue collection machinery were
noted to be responsible for NEPA's poor finances,

Water Supply/Sewage System

Water supply is grossly inadequate in cities and towns, and non-
existent in most rural areas,

Sewage and solid waste disposal i not orgaresed and this is un-
healthy and dangerous to the environment.

Health Services

The state of public health delivery system whether at primary,
secondary or tertiary levels was noted to be deplorable due to lack /
inadequacy of appropriate equipment, lack of or inadegquate main-
teriance, as the case may be, lack of drugs and lack of high level
manpower lost to braln drain.

Recreational Facilities

Sports, youths and public facilities, including parks, are in some

cases inadequate, but in most cases lacking. Although provisions

were made for playgrounds during urban,/town planning of some

housing estates, many were noted to have been later converted to
USes.

Mational [Nata Bank

National Data Bank providing requisite information on the social
and economic environment is largely non-existent, and where avail-
able is inaccurate, belated and out of date. That the country does not
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have the accurate figure of its population symbolises the enormaty of
the problems in this area. The need jor maps, indluding geological
and soil maps was also emphasised .

Human Resoumes Mobilisation

Human resources were considered to be the most important factor
to drive the economic development of a nation. In this regard, the
mindset and mentality of the average Nigerian worker was consid-
ered not conducive to high productivity.

Utility Ducts

The group was of the view that the lack of proper planning and
construction of underground utility ducts for telephone, electricity
cables and water pipes have led to uncontrolled and uncoordinated
trenching in the urban areas. The result is inefficiency, excessive cost
and delays in associated project implementation, as well as damage
to infrastructure,

Conclusions/Recommendations

Transport Systems
Roads

L

-

improve condition of roads through establishment of road camps to
ensure proactive and preventive road mamtenance, by filling pot-
holes, cleaning drainage charnels, maintenance of road shoulders
and bridge points;

enforce discipline on the roads, especially in urban centres by
penalising motorists for illegal stoppages, ¢.g. by transporters to
pick or drop passengers without parking;

enforce axle weight mibs to prevent undue pressure on roads by
overloaded vehicles;

privatise roads, where feasible after detailed study;

utilise revenue collected from toll gates and licensing permits to
maintain roads rmther than pay into Federation Account;

recruit more traffic officers, and upgrade their quality through
training,

Rail System

repair and maintain rall lnes while viable tracks and railway ser-
vices and routes should be identified and comoercialised or
privatised;

To
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convert locomotive fuel from coal to ol / gas for efficiency.

Air Transport System

instal/upgrade navigational aids at the airports;

dizcontinue construction of new airports and leave such projects to
the private sector;

completely eliminate touts at the airports and strengthen security;
improve on alrport facilities such as air conditioning and conveyor
belts, and flight nformation display service, waiting rooms and
public address system;

Sesports/Riverports

upgrade the capacity of river ports such as the Niger by dredging to
facilitate the movement of heavy industrial materials and goods
such as iron, coal, cement and steel, ete. to reduce the pressure of
heavy trucks on the roads, and for cost reasons;

dredge Calabar Port as part of EFZ development programene;
strengthen security at the sea ports, and maintain (or acquire new)
seaport handling equipment, ar privatise port handling services, as
the case may be.

Communications
Telecommunications

-

Fully deregulate the sector;

Privatise NITEL PLC, and break its manopaoly to allow competition;
Meanwhile, confine NITEL operations to public switches, trunks
and international service; and gradually have NITEL divest from the
provision of anciliary services, pay phones, cellular phones and
other value-added setvices;

Expand telephone network;

Pursue and effectively utilise outstanding World Bank financial
assistance to NITEL;

Strengthen the Nigerian Communications Commission (NCC) with
powers to control frequency management and allocation and tosign
on INTELSAT and INMARSAT services;

Improve NITEL's billing and revenue collection system.,

Postal Services

overhaul management;
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- pursue commercialisation programume to a logical end, without
losing sight of social service obligations.

ElectroniciPrint Media

- sustain on-going deregulation efforts;

- commercialise goverrunent print media, especially New Nigerian
newspaper following the Daily Times example.

Electricity

- privatise NEPA in the medium-term, especially its electricity distribu-
tion serviceend, butmeanwhile obtain outstanding World Bankloan to
finance acquisition /maintenance of equipment;

- NEPA should strengthen discriminatory pricing strategies in estab-
lishing tariffs for industrial, commercial, domestic and rural con-
sumers of its services.

- allow periodic review of tariffs by NEPA to attain commercial
pricing status before any divestment.

- properly manage NEPA's commercialisation/privatisation
programme given possible social repercussions: loss of jobs by some
of its 34,000 workforce; a monthly wage bill of about N300 million,
etc;

& excess capacities from private electricity generation should be inke-
grated into the national supply subject to technical standard and
comunercial agreements,

Water Supply/Sewage System

- seek financial assistance from World Bank and other international
lending agencies;

- leamn from the experience of other countries with privatisation
experience in this area;

- allow private sector participation inurban centres within a framework
that provides incentives,and regulates quality and standards. Rural
areas should be primarily serviced by Government.

Health Services

- implement policy of three regional medical centres of excellence in the

North, East and West, and upgrade selected general hospitals;

- study and learn from the Dutch model of provision of infrastructure,
equipment and nursing facilities while other expert, specialist,
consultancy services and administration are contracted out;

- Government's primary focus should be on basic / primary healthcare
delivery system;




- implement Mational Health Insurance Scheme, when feasible.
B, Recreational Facilities

- make /orenforce law to reverse the conversion of open spaces meant
for receeabion in urban centres;
- provide incentive to the private sector (o operate recreational facill-
ties i thie country,
7 Mational Dala Bank

. intensify efforts to develop infrastructure for providing essential
geological and survey maps necessary for mining and other eco-
nomic activities;

- seek multilateral assistance, where necessary to produce up-to-date
maps, including geological and soil maps, accurate statistics on
papulation and the economy;

- encourage private sector participation in data bank services, where
national security will not be jeopardised.

B. Human Resources Mobilisation

- embark on human /sodal engineering through public education and
enlightenment campaigns and provide incentives toenthrone positive
work ethics, discipline, and high level productivity;

- emphasise merit, brain power, skills and diligence;

- improve on quality skills acquisition and upgrade craft centres to
upgrade quality of workmanship and finished goods,

g, Litility Dhacts

. implement policy of urban and rural physical planning and enforce
plans;

- make provision for wtility ducts during environmental planning
especially in the urban centres.

Education and Skills

Introduction

The group asserted thal education and skills development is the most important
determinant of sustained economic growth. Unfortunately, over the past decade
or more, Nigeria has been plagued with brain drain and a sub-par education




gystem. The resultis a high illiteracy rate (49%) and severc imbalance in education
and skills ievels between different parts of the country,

Issues Discussed
The group discussed five main issues:

i

fLad

Deterioration in education services delivery, [t noted the substantial
deterioration in the delivery of education services al all levels, Gaps exist
between the quality of products of our educational systems and the needs
of both business and Government. Another gap also exists between the
quality of products of the tertiary mstitutions of sur competitors / partners
and the gquality of products of Nigerian institutions. The deterioration in
quality s caused by lnck of funding, inadequate remuneration of teachers,
poor management and the attitudes of polibcal elites in different parts of
the coumtry,

Educational funding. Funding was described as grossly inadequate for all
levels of the educational system. It is very evident that Government cannot
provide the full funding for Nigeria's educational system. In addition,
existing facilities have béen poorly managed and spending pressures have
resulted from duplication of educational institutions especially ot the
tertiary level,

Imbalance in national educational development. The group discussed
the huge imbalance in the educational development of various parts of the
country. This imbalance has created discrepancies in opportunities and
thus occasioned economic inequalities.

Mandatory minimum stay in schools. The issue of mandatory mmimum
stay inschools was discussed, Whilst thisis seen asdesirable, the group also
said cognisance should be taken of related issues such as funding, early
marriage of girls, preference for male education, child labour in support of
Families, efc,

Impact of economic deregulation

The group noted the impact of economic deregulation which implies
competition from all imported produocts and services. Cur educational
system must thus be ready to produce world class manpower to [ace
inbensi: compatition.




Conclusions/Recommendations

The group made the following recommendations to help move education for-

ward:

L

2

Continuous realignment of remuneration and improvement in the total
working environment for educators,

Greater private sector participation at all levels particalarly at the tecHary
level where the impact is presently minimal. The private sector should be
encouraged o recognise its inherent interest/ability in setting up and
operating educational institutions in support of its enterprises. This could
be done through pooling of resources, cooperation with NGOs, or action by
professional bodies, e.g. ICAN, Lagos Business School, etc

Increased funding by Govemment to the educational sector, The group
called for increased funding from 1.4% to at least 5.0% of GNP, and a
restructuring in funds allocation to benefil more primary and secondary
school levels and stressing more cost recovery a1 terliary institutions. The
effect of cost recovery will be reduced by recintroducing schelarship
schemes based on merit. In addition, it was recommended that the manda-
tory minimum stay at school should be up to 885 3.

The educational imbalance in the country should be redressed by provid-
ing equal access for everybody and by concentrating on "pulling up” rather
than “levelling down', Elite groups in educationally backward states
should be encouraged to invest in educational institutions, through appro-
priate tax incentives,

The encouragement of local publishing industry and increased support for
local manufacturers of educational materials.

Greater cooperation between the private sector and the Indusirial Training
Fund and similar agencies coniributing to manpower development.

Regular review of curriculum content o make them relevant to national
needs, This is very crucial in the sciences and lechnologically driven
disciplines in view of the constantly changing boundaries of scientific
knowledge.

To foster interaction between private sector and tertiary institutions, = g by
bringing professionals to governing bodies of such institutions, and by
lifting the ban on consuiting by professionals in scademia.

Foonomic Sgmmit 75




Creating an Enabling Environment

Issues Identified

Repeal of remaining laws and regulations that militate against enabling
environment.

Maintenance of law and order lo ensure security of life and property.
Provision of infrastructural services.

Macro-economic stability,

Protection of civil liberties and human rights.

Role of international agencies

Industrial relations

Improve reception at ports of entry

Land Use Actand the question of land use and ownership.

Discussion of Issues

L

Laws and Regulations. All intentions should be backed up by enabling
laws. The process of law making should be preceded by broad consensus-
building between Government, labour, the private sector and other interest
groups. The enforcement of the laws should be executed evenly. The
legislative process should be within the framework of the constitution.

Law and Order. Although Folice authorities have primary responsibility
for maintenance of law and order, the public must be security consclous
and alert s0as to assist in the achievement of the nation's goal of improved
security of life and property for all the citizenry. The performance of the
Police since the last Economic Summit was found wanting due to poor
appearance, attitude and level of education. The Police is considerad to be
amirror of the society, therefore the image should be improved to provide
the right environment for visitors, investors and the citizens. Accordingly,
Government should provide adequate funding and logistics support for
the law enforcement agencies. Training was also considered crucial to the
efficiency of the Force.

Infrastructure. To achieve efficient provision of infrastructural services,
momopolies should be broken up and fair competition encouraged. In this
regard, it is considered appropriate for NEFA and NITEL to have campeti-
tors, A good road network is considered absolutely essential for the needs
of an enabling environment. Government proposal to dredge the River
Niger for ships to berth inland 1o decongest our seaports was considered
necessary to reduce the traffic and wear and tear by heavy-duty trucks on
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our roads, The group also endorsed Government propesal to improve on
rail services by contracting them oul to private arganisabions.

Macro-Economic Stability. Consistency in the application of fiscal and
ecomomic policies is essential to continuity and stability of business envi-
ronment, The creation of a stable macro-economic envirenment is required
for the investment climate in Nigeria to improve.

Civil Liberties and Human Rights, Although the issue of protection of civil
liberties and human rights was considered to have a political undertone,
nevertheless, it was considered important for Government to address it
especially to avoid unpleasant consequences when visitors and investors
have encounters with the various law enforcement agencies.

Role of International Agencies. International agencies such as the Interna-
tional Finance Corporation (IFC} and the United Nations Development
Programme {UNDF) should be permitied and encouraged to deal directly
with credible private sector organisations. In ghort, a policy shift from the
previous operation of international agencies through the host government
should be implemented,

Industrial Relations. In recent times, work stoppages have increased.
Workers go on strike first before making their grievances known, Bxisting
labour laws on trade disputes are not rigorously enforced. This creates a
nor-conducive atmosphere for foreign investment.

Reception af the Ports of Entry. The discussion of this issue was covered
by a report on the improved situation at the Murtala Mohammed Interna-
tional Airport, [keja, a credit to the Airport Security Committee sel up in
19%4. Notable among the achievements of the Committee are reduction in
the number of regulatory (Immigration, State Security, Customs, etc)
personnel at the atrport, improved security and reduction in the number of
checkpoints. Simifar actions are required at the seaports where there are
presently at least 30 agencies at the Lagos seaports anly,

Land Use Act. There was consensus for review of the Land Use Actdue to

land owners' claim to land even after allocation by Government and
issuance of certificate of occupancy. Victoria Island is an example of abuse

of existing Town Planning Laws and zoning of physical development.




Conclusions/Recomimendations

B

Lutws and Reguintions

shorten the time between announcement of repeal of l[aws and promulga-
tion of the enabling laws and replacement legislation. This is especially the
case with the repealed Exchange Contral Act 1962 and the Nigetian
Enterprises Promotion Act, 1989,

accelerate action on bilateral agreements to give added comfort to foreign
investors. Technical serviceagreements should be permitted and respected
where the foreign investor does not have 100% ownership,

repeal all laws and regulations which hinder nvestment and fund Aow,

Monetary Pelicy Guidelines prohibiting the TFC from providing local
currency loan guarantees for the funding of projects should be removed.

abalish the requirements of certificate of acceptance for fixed asset acqui-
s1tom,

Seewrity of Life and Property

Government should give prionty to this ssue through adequate funding of
the Palice, lraining of policemen, provision of moetor vehicles and commu-

mcations equipment and improvement in the Police condilions of service
to boost their morale,

Infrostricture

emphasis should be more on maintenance of existing roads than construe-
hon of new ones.

break NEPA and NITEL monopoly through privalisation and allowing fair
competition,

Mucro-economic S‘Is.hi‘ifty

entrench/ institutionalise policy réforms through legislative instruments
to ensure they are not easily reversed.

Civdl Liberties/Human Rights
adherence of law enforcement agencies to the rule of law.
Role af International Agencies

Government should remove any remaining barrkers which hinder the
international agencies from dealing dirvetly with éredible and viable
private sector organisations.




- Organised private sector (OPS) to work with the international agencies to
modify existing rules to remove the impediments preventing the interna-
tional agencies from dealing directly with private seclor organisations.

7. Labaur Relations

- enforce existing labour laws, if need be make additional laws 1o curb
industrial dispubes and unrests,

- encourage industrial peace by promotion of amicable resolution of indus-
trial disputes between management and the unions.

8. Reception at the Ports et al

- sustain the performance of the Presidential Task Force at the portsand the
Airport Security Committee. Extend their activities to the seaports.

- equip the Murtala Mohammed International Airport with Flight Informa-
tion Lisplay System (FIDS) .

- litberalise visa issuing procedures o ensure visas are issued within48 hours
of request.

- sustain Police anti-crime patrol al the airport.
- grant resident status to investors with 100% ownership.

- repeil Alien Registration Act and abolish the requirement of alten registra-
tion card for non-Commonwiealth citieens.

< entry procedure for Nigerian citizens to be reviewed 10 reduce the queues
at the arrival hall

g9, Land Usg Act

revise,/ modify the Land Use Act based on input from lawyers, surveyors,
and other relevant professionals.

Customs, Exports, Imports and Tourism

Introduction

International trade has played a prominent rolein the nation's economae develop-
ment and has the potential to be a major foredgn exchange eamer, This is known
to the Government and a number of incentives have been instituted to promote




exparts. However, the implementation of such incentives has been crippled by
administrative lapses. Unnecessary documentation and cumbersome procedure
has introduced a lot of corruption and inefficiencies to the nation's import and
expaort activities, The current payment system which prohibits the use of bills for
collectiom has greatly hindered Nigerian importers from utibising external trade
credit, It was with this background that the group examined the following salient
podie,

Issues Discussed

Import, Customs and the Ports. The group noted that a new tariff regime that
would be mn operation for the next seven years has just been introduced, However,
the adoption of a new exchange rate calls for modification of the tariff structure.
One of the arguments is that importers should be allowed to pay duties at the
official exchange rate. The consensus was that ideally, there ought to be one
exchange rate for the whole economy and as such, the official exchange rite
should be done away with. Although a reduction of duties will discourage
smuggling. there 18 a need to maintain a reasonable level of protection,

The services currently provided by Customs were viewed as inadequate, unpro-
feszional and cumbersome for exporters and importers. Although a label of
corruption has been st ped on Customs officials, it is however a reflection of the
larger Nigerian society. [t was observed that the impatience of Nigerian business-
men and tendency to jump lad down procedures has immensely contributed to
the Customs predicament. The presence of multipl: security posts in the ports is
also hindering smooth operations at the ports. Key officers responsible for eructal
operational and administrative decisions should be located in the ports as a way
of eliminating delays and lapses. The group was, however, assured by the Sdle
Administrator of Customs that only policy issues are now being referred to their
hisad quarters at Abufa.

The need to plough back part of the windfall from duties collecked mnto the
Customs department was considered and rejected by the group since this may
encourage other government agendies lo demand similar treatment. The number
of documents required for goods clearance was excessive, often causing unneces-
sary delays with severe financial implications.

The group observed that the commercialisation of Nigerian Ports PLC brought
with it decentralisation and some degree of autonomy which has led (o creation
of different administrative zones. The more important issue, however, is the
optimal utilisation of all existing ports facilities and stalf rationalisation as a way




of improving efficiency. The Ports facilities are very old and inadequate. As such,
they should be refurbished and well maintained while planning for new
intrastructures bo undertaken.

It was also noted that prohibition of Bills for Collection was instituted because of
sharp practices and round tripping by some unscrupulous operators, The use of
this instrument, however, 15 a normal practice in intermnational trade and it offers
a very good opportunity of using trade credit by Nigerian importers pasticularly
in the current circumstance of domestic eredit squeeze,

The issue of the abolition of pre-shipment inspection for importers was constd-
ered. The consensus was that the circumstances prevailing when the regime was
introduced has totally disappeared. In addition, the economy has been largely
deregulated and the circumstances which necessitated the installation of this
system have radically altered as a consequence. [t is also worthy of note that the
huge sums of money paid annually to external mspectors can be ploughed back
for productive use. For the same reason, the proposed inspection of exports
should be done away with it

Lifting of the ban on prohibited imports was viewed against the policy of
liberalisation and Nigeria's membership of World Trade Orgamsation (WTO)
which discourage the use of quela and rardff barriers,

Exports. On exports, || was obeerved that the existing export incentives such as
Duty Deawback Scheme, bonded warehouses, export grant, etc. are desirable and
have the potential to produce a positive impact on Nigeria's export development,
However, inter-ministerial involvement In incentive administration has discour-
aged export trade. In some cases, it takes up to two to three years to process such
incentives 1o the extent that many exporters do not believe that such a scheme
exists. Inadequate funding of incentives was also identified as a constraint to their
implementation.

Another major constraint to Nigeria's export development is lack of medium and
lomg-term finance. The existing short-term funding provided by Nigerian Export-
Impaort Bank (NEXIM)} is not adequate and cannot make any meaningful impact
considering the seasonality of most of Nigeria' s none-export commodities. The
rate of interest on such loans s also considered high for Nigena to maintaina high
level of competitiveness in international markets.

Tourisst, Fmnally, the Nigerian tourism industry was analysed and observed that
Migeria is not attrachive now for tourism due to our bad image, lack of necessary
infrastructures, altitude to visitors and lack of tourism ulture among Nigerians.
Although some level of individual tourism is taking place; what isneeded fornow
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is the development and promotion of domestic tourism among Nigerians. Al-
though no consensus was reached, a participant in the group raised the following
sallent points regarding tourism development in Nigeria:

that a Tourism Development Task Foree should be established under the
auspices of the Honourable Minister of Commerce and Tourism with
responsibility to review and implement the National Tourtsm Master Plan
and Strategic Plan studies;

the need tointegrate tourism into the overall national budget for disclosure
of monetary allocation for toursm development to further give credence 1o
government's posture of accountability and transparency;

that both the embarkation and disembarkation cards should be redesigned
to improve the nation’s tourism database, to save time and facilitate our
future tourism development planning;

that Nigeria needs an effechive representabion in all intfemational tourism-
related agencles such as the World Tourism Organisation (WTO) baged in
Spam, ECOWAS, ADB, UNESCO, ILO et 50 a5 to take the benefit of any
available funds and technical aids for tourism developmint.

Conclusions/Recommendations

Based on the issues discussed, the group made the follewing recommendations:

Import, Customs and the Ports

Import duties reduction should be selective and not across the board.
Essentinl goods, plant and machinery and raw matenals that will affect the
renl sector shoold enjoy lower duty rates. This would allow Nigenia to
maintain some level of protection, although an cutright ban is not recom-
menided.

The pperatons of Customs should be computensed with the aim of
simplifying documentation and reducing paper work in cearing and
forwarding activities.

A re-orientation programme should be developed for the Customs Service.
This should include selective recruttment schemes and elimination of
unscrupulous clements within the Service,

Considering the huge financial losses which Destination Inspechon of
imports can generate, it is recommended that Nigena should discontinue
Pre-shipment Inspection, while the scheme being proposed for pre-ship-




ment inspection of export should not be implemented. This will reduce the
cash-io-cash conversion cycle and make trade sanctions more efficient.

5.  The existing administrative structure of Migerian ports should be main-
tained, However, a stalf ratlonalisation exercise may be necessary to reduce
waste and increase productivity.

6.  Inordertoensureasmooth flow of goods and services within the port area,
the number of security agencies and security points in Nigeria's ports
should be limited to those recognised in the statute establishing the ports.

A In the light of the new exchange rate and the need for Nigerian i
to-have greater access to the market, the ban on the use of Bills for Collection
should be lifted.

Exports

L All post-shipment export incentives should be monetised and adminis-
tered by the Central Bank of Nigeria as a "one-stop shopping” affair such
that each exporter will emjoy a direct credit repatriation.

z Pre-shipment incentives should be adequate encugh o spur new comers
into the export trade. This can be done by providing sufficient fund for the
Export Development Fund (incentive) scheme. Inthisregard, NEPC should
be well funded and strengthened to be able to carry out effectively all its
functions, especially those relating to export pramotions and incentive
administration.

3. MEXIM should be made a risk-bearing export bank such that it would be
able to provide low-interest medium and long-term loans to exporters
instead of the existing short-term financing which has not produced the
required mmpact.

Tourism

Nigeria should embark on gradual development of her tourism industry, first by
encouraging and cultivating the habit of domestic tourism among Nigenans. A
tourism calendar should also be produced while security agents should be
educated not 1o turn away foreign visitors through their atbitude.




Privatisation

Introduction

The group staried by examining the various definitions of privatization and came
up with both the narrow and wider definitions of the term. Narrowly defined,
privatisation is simply the sale by Government of its interest in a publicly-owned
enterprise Lo the private sector. But given the wider definition, privatisation is a
term used to describa a variety of policies which are designed to transfer, fully or
partially, ownership and control of public enterprises to the private sector to
encourage compelition and emphasise the role of market forces in place of
statulory restrictions and moenopoly powers

Commercialisation, on the other hand, was defined as the re-organisation of
enterprises wholly or partially owned by Government to ensure that such
enterprises operate as profit-making commercial ventures without subvention
from Government,

On the objective of privatisation, it was agreed that Government should disen-
gage from all commercial activilies as these are better performed by the privale
sector, The main role of Government should be to create an enabling environment
for business through the provision of basic infrastructure and social services.

Issues Discussed

Benefits of Privatisation. The benefits of privatisation are that it:

reduces government spending and enhances revenue;
enhances efficiency in resource allocation;

improves performance of the affected enterprises;

fosters a deepening of the capital markets;

enhances the scope for foreign direct investment; and

can be used to spread ownership of privatised enterprises.

R

Review of Privatisation Programome, The progress of the programme was re-
viewed, the methodology examined and the problems and constraints identified.

Progress so far. Out of the 111 enterprises slated by Government for full or partial
privatisation, the Technical Committee on Privatisation and Commercialisation
(TCPC) has so far privatised B8, The process raised N3.2 billion for Government
from sale of investments originally valued at N&55 million.




Methodology. The TCPC employed five approaches in privatising government-
owned assets. These were:

L

z

public flotation on the stock exchange for enterprises that qualified for
stock exchange listing:

private placernent, used for enterprises in which govermment's holding
was too small for a public offer or where the enterprises did not meet the
listing requirements of the stock exchange;

sale of assets, wherte the companies had poor track records and, therefore,
could not be sold as going concemns;

managerment buy-out. This was used by the TCPC in only ong enterprise:;
anc

deferred public offer, where it was feit that the enterprises required introduc-
tiom of an investor/ manager for a certain mumber of years to raise the value of
their shares so that adequate revenue could be derived from the sale of such
enlerprises. This method was-uséd in the sale of hotels.

Problems and Constraints. The following problems and constrainis were identi-
fied as having militated against the full realisation of the objectives of the
privatization programme as conceived:

6.

Some assets of the privatised enterprises may have been undervalued in
comparison to their realisable values.

A number of enterprises slated for privatisation could not attract buyers
when puit up for sale, These enterprises have continued to constitute a drain

On ireasury resources.,

There were long delays in the processing of share applicabions. Applicanis
had to wait for long pertods before receiving their share certificates and
refunds, where applicable.

Foreign investment could not be attracted because of the prevailing restric-
tions on such investments in the Nigerian capital markets.

TCPC's mandate was restricted to enterprises already chosen for
privatisation by Governmerit and so many other enterprises that cught to
be privatised were left out.

There was resistance to the programme from some people who were
suspicious of it, probably because they did not understand it

Review of Commercialization Programme, The commercialisation option was
adopted for enterprises the Government did not wish to sell. Some of these




enterprises wene 1o be fully commercialised to enable them operate efficiontly
without government subvention. However, some enterprises were to be partially
commercialised because Government felt that they would need capital injection
and continuing government subvention to cover operating costs.

Nineteen outof the thirty-four affected enterprises have sofar been commercialised
and the performance agreements signed.

Prablems and Constraints, On the whole, the results of the commercialisation

programme have been most disappainting for the following reasons:

I.  Commercialised enterprises have continued to experience political inter-
ference in their operations, including frequent management and board
changes. Thisviolates the operational autenomy granted to them under the
terms of their performance agreements.

2, There have not been improvements m efficency of most of the commercialised
enterprises although they have been increasing their tariffs,

3. The Government has, so far, not been able to create effective regulatory
bodies to oversee the operations of the commercialised enterprises.

Contract Leasing. The contract leasing option was recently adopted by Govemn-
marnt for the reasons that Government did not wish to be rushed to dispose of the
assets of the affected companies at an under-valued price and also it wanted to
pause and take stock of the privatisation exercise.

Contract leasing is a difficult method of privatisation for the following reasons:
1. it is difficull to ensure maintenance of the leased assets by the contract
lessees;

it may give rise to labour problems;

although it continues to own the enterprises, it may be difficult for Govern-
ment to control the prices of the services being provided;

4, many of the affected enterprises have huge debts which must be paid by
Government before any private investor would be interested in leasing the
enterprises; and

5. thefearol continued governmentinterference may discourage prospective
lessees.

W

Palicy Reversals. The group advised against any decision by Goverrmment to reverse
the privatisation of some banks, as is recently speculated, as this would send wrong
signals on government's commitment o its privatisation programme, Also, itwould
dentgovernment scredibility and put o question the entire policy reform programame.
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Privatisation Programmes at State Level. The privatisation programmees at the
State level have been generally uncoordinated and unfocused, As a result, the
momentum has been low, Many of the States that initiated their own privatisation
programmes have either practically abandoned them or are implementing them
in a lukewarm manner,

Conclusions and Recommendations

Privatisation

1.

Governmment should ensure continuity and consistency i implementation
of its privatisation programme in order to send appropriate signals to
investors.

Once an enterprse is privatised, it should not be reacquired by Government.

Implementation of privatisation should be thorough and apprupnailﬂy
designed to address the peculiar circumsiances of each affected enterprise.

The privatisation programme should be expanded to cover all enterprises
that can be more efficently managed by the private sector.

To ensure that investors /applicants are not frustrated, only capital market
operators thal have the capability for efficient processing of applications
should be considered.

Existing laws and regulations should be reviewed to facilitate loreign
participation in the privatisation exercise .

D thers

Commercialisation should be regarded simply as a method of preparing
enterprises for ultimate privatisation rather than as an alternative to
privatisation.

The policy of contract leasing should be reviewed and used only for
carefully selected enterprises where no other mode of privatisation is
appropriate.

Proper institutional arrangements, similar to those of the Federal Govern-
ment, should be put in place at the State level to handle privatisation. The
process as a whole in the States should be accelerated and made more
transparent,

Furthermore, the Federal Governmenit should assist the States in personne!
training and skills enhancement.




4. Existing regulatory bodies should be strengthened and, where necessary,
new ones created o ensure that Govermment as an impartial party, sels
standards for and ensures compliance by all enterprises. Some such new
bodies would include a Utilities Charges Commission and a Monopolies
and Mergers Commission .

5. The Bureau for Public Enterprises should be strengthened to perform its
expardied role.

6. The enlightenment campaign should be intensified and expanded to
articulate properly and explain the need and benefits of privatisation o
potential investors and the general public,

Action Plan

Government should work together with the private sector to develop an imme-
diate action plan to identify and prioritise the enterprises 1o be immediately
privatised. These should nclude at the minimum NITEL, NEPA. Nigeria Afr-
ways, NNPC, Aluninium Smelting Company, Oshogbo Machine Tools Com-
pany, all the steel rolling mills and all the paper mills.

Debt Management

Introduction

Debt management was considered within the framework of exlernat and domes-
tic debt.

Issues Discussed

External Debt. On the external debt, it was noted that this stood at LIS$29 4 billion
at the end of 1994, This is composed of multilateral debt (US$4.4 billion or 15% or
total), Paris Club debt (US$18.2 billion or 62.3%), London Club debt {1/S$2.05
billion or 7%}, Promissory Notes (11S$3,17 billion or 10.8%), other debts (USS1.45
bitlion or 4.99).

While the London Club and Promissory Note debts have been adequately
addressed, not much progress has been made with respect to Paris Club debt. In




fact, Nigeria is currently in arrears on its Paris Club obligations to the tune of
approximately US$7.5 billion. The year-end 1995 arrears are expected to grow to
UIS$8.5 billion.

Accuracy of Debt Data. There is still a question as to the exact sive of Nigeria's
external debt. The debt stock has continued to grow despite some repayments
aver the years. Reasons for this growth range from higher interest costs due to the
Hioating interest rate structure of the debis, the subsequent capitalisation of past-
due interest and exchange rate fluctuations to the bunching problem of resched-
uled Paris Club debts.

Neguative Implications of the Debt Overfrang and Debt Arrears, The implications
are serious and include:

1. detemrence to foreign investments;

2. reduced availability of short-term credit lines from banks and suppliers;
3. unavailability of critical development financing from multi-lateral lenders
and Export Credit Agencies;

lack of financing for viable energy sector projects such as the NLNG;
loes of external credibility;

domestic inflationary preasures;

capital Hight;

exchange rate pressures.

The stock of Parls Club debt, if not significantly reduced, will continue to be a
burden on Nigeria's economy.

Domestic Debt. Total domestic debt as at March 17, 1995 was N262.7 billion. Of
this amount, the Central Bank held ever 75%, banks held 15% while the remaining
10% was held by the non-bank public. In terms of composition, Nigerian Treasury
Bills accounted for N103.3 billion or 39.5%, Nigerian Treasury Bonds N118.7
billion or 45.2% while Treasury Certificates and Development Stocks accounted
for the balance of N40.7 billion or 15.3%.

el S

The disproportionate holding of the Central Bank has serious implications for
monetary expansion as it now finances a large proportion of the Federal
Government's budget deficit. This in turn fuels inflation and puts pressure on the
exchange rate.

Interest rates on these instruments are not market-determined but are fAxed at
artificially low levels, making them unattractive to other investors.

Proper accounting and recognition of government debt remains a problem.
Official debt figures are inaccurate as they do not include government’s "hidden”
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obligations to contractors, cash call arrears owed to the petroleum industry and
outstanding Federal Government guarantees.

Conclusions/Recommendations
External Debi

L

Building credibility is important for Nigeria to attract the sympathy of its
external creditors. This will come through adopting full transparency and
accountability in all fiscal and monetary matters; consistency in policies,
commitment and adherence to same; honouring debt obligations; con-
structive and continuing dialogue with the Bretton Woods institutions, the
Paris Club and other creditors,

For Nigeria to obtain necessary debt relief, it has to put in place and adhere
to an IMF/World Bank approved Medium Term Economic Programme
{MTEP). The programme would entail a reordering of priorities, continu-
ous restructuring and fine-tuning of the economy.

In adopting an appropriate debt strategy, Nigeria should consider resched-
Toronto Terms or Naples Terms. These cover the entire debt stock rather
than just the maturing debt service obligations. However, qualification for
these highly concessional terms would be predicated on adoption and
serious adherence o the MTEP.

In addition, hedging against currency and interest rate fluctuations could
be a viable strategy for managing Nigeria's external debt.

Also, the debt conversion strategy remains a viable means for reducing the
debt stock and should be accelerated. Debt-for-nature, and debt-for-
privatisation should be considered along with debt-for-equity.

If and when Nigeria regains access to international capital markets, the
Federal Government should adopt clear and strict criteria for contracting
new debt, which must be within affordable limits. Such debt should be
limited to capital for infrastructural development and should not include
guarantees for State, Local Government, Parastatal and private commit-

meTtis.

The private sector should be allowed to enter foreign corrency commit-
ments and to service them out of their own autonomous seurces without
requiring approval from the Ministry of Finance or Central Bank




Dmestic Debi

L

Pricing of domestic debt imstruments shiould be at market rates to make
them attractive to investors. This will serve the dual purpose of degpening
the market as well as curbing monetary expansion inherent in CHN's
holding of such instruments.

To address adequately the problem of proper accounting/ recognitiom af
government debt, a comprehensive accounting system should be imple-
mented. This would reconcile and include all government obligations in
official debt statistica,

The following measures should also be consicdered:

- proper budgetary allocations for the "hidden debt” so identified in
order to minimise/ eliminate extra-budgetary allocations;

- rendition and publication of independently audited accounts for
Federal, State and Local Governments and pamstatals within three
months of their fiscal year-ends;

= prompt payment of bills by the Government in order to avoid
accumulation of debis and (o develop the image of a responsible
obligor;

- Goverrament is to issue payment / performance bonds to contractors
and suppliers in order to guarantee its commitments. [t should also
maintain a comprehensive documentation and audit trail for all
obligations assumed, all contracts entered into, and for all payments
made;

- Government should institute effective and practical administrabive
procedures to enable its unpaid creditors obtain remedy expedi-
tiously. These should include an effective Ombudsman.

Government should adhere to binding commitments. Change of indi-
vidual officials or regimes should not result in repudiation of commitments
entered into by predecessors.
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External image and Support

Introduction

In addition to identifying and discussing issues related to Nigeria's external
image and support as well as making recommendations for improvement, the
group also reviewed progress made on implementation of recommendations of
the First Nigerian Economic Summit in this area.

Issues Discussed

Nigeria's Strengths and Weaknesses. Strengths include a free press, abundant
natural and human resources, existence of a large market, political awareness,
friendly citizens and participation in peace- keeping operations around the world.

On the other hand, the weaknesses are many and include corruption, rampant
financial and international crimes, nadequate security of life and property,
problems with obtaining entry visas and at the points of entry, poor infrastruc-
tiure, problems with clearing of goods through customs, unhelpful bureaucracy,
drug trafficking, indiscipline, political instability, apparent lack of patriotism,
human rights abuses, lack of transparency and accountability in government,

External Image. Nigeria's external image is poor and declining, It is a reflection of
the country’s domestic ciroumstances, amplifying mental images that foreigners
have built up over the years. Issues that affect foreigners’ perception of Nigeria
can be grouped under three broad headings:

1. Economic Issues. The economic issuees that affect Nigeria's external image
centre around the country's poor management/ mismanagement of its
abundant natural and human resources. This is more glaring when Nigeria
iscompared toother less endowed developing countries that have adopled
progressive policies and are making glant strides towards developing their
BCONOMmEs,

Foor management of the country's external debt has exacerbated the
burden of such debt and constrained economic growth. Nigeria has also
earned the image of a bad debtor.

In addition, the lack of will/capacity o deal with intemational financial
and economic crimes such as advance fee frauds and credit card frauds has
further tarnished Nigeria's image abroad.




Political Issues, Political issues range from undemeocratic and uncivilised
arbitrary political actions by leaders, and "endless” political transition
programme, intemational contempt for military governments, failure to
resolve the “June 12" issue, to holding of political prisoners giving rise to the
international campaign for their release.

Social Issues. Inadequate security of life and property, with armed robbery
and other viclent crimes out of control, paints a picture of a country under
siege,

Other social issues that have contributed to the country’s poor external
image include community disputes such as that in Ogoni land, drug
trafficking, human rights abuses; corruption, general indiscipline and
disregard for the role of law including detention without trial and con-
tempt of court orders.

Press Publicity. Proscription of sections of the media has adversely af-
fected the couniry’s erstwhile reputation for press freedom. It has also
heightened media reaction, further fuelling cynicism and negative views of
the country abroad.

G t's publicity machinery is ineffective, often adopting "fire bri-
gade" tactics in response to bad foreign press, instead of a well thought out

programme for international image management. It alsoignores abundant
local talent in its efforts.

Infrastructure. The poor state of the country's infrastructure, including
electricity, telecommunications, water supply, roads and airports does not
make for an enabling environment for foreigners fo live and work

Conclusions/Recommendations

Several recommendations from the First Nigerian Economic Summit have either
not been implemented at all or were implemented partially or with limited
success. Among these are:

L
2.

3.
4.

that 48-hour response to visa requests be guaranteed:;

appointment of consultants to carry out worldwide image study for
Migeria;

breaking of monopoly in the telecommunications industry;
commissioning of public relations consultants to train civil servants in
order to make them more co-operative;

restructuring and adequate funding of external broadeast agencies;
addressing the problem of frauds is in progress with the introduction of a
new legislation and task force;
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there has alsobeen some effort at improving conditions at the nation’s mam
airport, Murtala Mohammed International Airport, as part of preparations
for hosting the cancelled FIFA Under-21 World Cup.

New Recommendations

L

L

Corruption. Public officers should be adequately remunerated and in a
timely manner too. The media should be used to propagate new values in
society by projecting the right role models.

Financtal{Ecomomic Crimes, The new laws recently enacted should be
strictly enforced and such enforcements given adequate publicity to show
Nigerians and foreigners alike that the Government is serious.

Social Remedies. The Police Force should review its recruitment and training
policies and practices to ensure a higher quality of recruits. The force should
be adequately equipped, proper management systems introduced and its
members well remunerated for better motivation and effective performance.
On drug offences, severe penalties should be meted to offenders, the drug law

decentralised for greater effectiveness.

All cazes of people detained without trial should be speedily resolved and
measures laken to raise the consciousness of Nigerians on the problems of
human right violations.

Transparency and Accountability. Asset declaration by public officers, as
required by law, should be sirictly enforced and violations punished. In
addition, the machinery for administering such declarations should be
strengthened.

Government departments and agencies should hold regular discussions
with their direct publics to obtain comments and feedbacks on their
performance and problems.

Political. The Government should immediately announce a credible
programme of transition to democratic rule. It should also release all
political prisoners and embark on a programme of educating the populace
on developing an appropriate political culture.

Press and Publicity, Government should set up a task force, comprising
relevant government departments and the private seclor, including public
relations practitioners, to tackle the ssue of Nigera's extemal image.




In the long-term, there should be consideration to the establishment of
agencies similar to the British Council and US Information Service to
project Nigeria's image abroad.

7.  Infrastructure, For improved infrastructural facilities, the monopaly cur-
rently enjoyed by NEPA, NITEL, water corporations, etc. should be abol-
ished to ensure efficient provision of such services.

A strong maintenance culture should be enthroned through, for instance,
eriforcing timely reporting and response to breakdown of facilibies.

8.  Entry Visas. There should be instituted a maximum time lmit of 14 days
for visa referrals to Nigeria. Response time for regular applications should
not exceed 48 hours,

Women's Participation in National Development

Introduction

[tis clear that efforts in national development have consistently neglected the role
of women.

Women constitute half of cur national population and dominate the workforce of
the agricultural sector but lack the basic suppaort and services to enhance their
participation in national economic schemes. Furthermaore, development schemes
for women are generally perceived to fall within the welfare context. This has long

compounded the problem of integrating women in national development.

Historically, discrimination against women and other cultural practices have com-
bined to make women comparatively less educated and less powerful in the decision
making process. Endemic are such practices asson preference, early marriage, taking
of dowries, female dreumetsion, negative attitudes to childlessness, widowhood rites
and inheritance practices. Furthermore, wormen lack the nesources necessary for
effective economic participation. It should be noted also that women as mothers are
first teachers. They provide the basic foundation for good leadership.

Issues Discussed

1. How can we maximally tap the potential of women to enable them make
commensurable input in national development?




2. Inwhat ways do we re-orientate cultural practices which impede women's
progress so as to project them as agents of development?

3 What adjustments could also be made in our formal systems to integrate
woméen in national dmlupmmt schemes lakinE mnin consideration the
psychological dynamics of women as wives/mothers and contributon to
the gross domestic product,

4 How can we introduce power-sharing into the body politic?

Women in Education, Seventy per cent of women who live in the rural areas are
illiterate, This situation is closely related to cultural practices that discriminate
against girls education. Even where girls are sent to school, they are withdrawn
for socio-cultural and economic reasons. Furthermore, the education curricula is
stereotyped and the limited number of role models has inhibited the participation
of girls especially in science and technology and other fields of endeavour. Other
inhibiting factors contributing to women's low performance in education are pesr
pressure, male preference, change in value system, involvement in domeste
chores, etc. How can women be developed if they donot have access to formal and
informal education? Education for women is fundamental if they are to make
maximum contribution to national development.

Waomen in Agriculture. Fifty per cent of the Nigerian population are women, 75%;
of whom are engaged in agriculture.

These women whao are subsistence farmers face the following problems:

- lack of access to credit;
= ownership of land;
. discriminatory allocation of farm inputs and implements;

- lack of appropriate technology;
- cultural practices.

Wamen in Entrepreneurship. Nigerian women are very enterprising. They excel
in petty trading, cottage industries, especially arts and crafts. They have boosted
our exports by the promotion of non-oil export trading especially along the west
coast in woven cloth, shea butter, beads, kola nuts, etc. Despite this contribution,
their ventures have been limited fargely due to the following reasons:

- acoess bo credit;

- appropriate entrepreneurial techmiques;
- socio-cultural impediments;

- mobility.




Conclusions/Recomendations

The group advanced the following recommendations to make women's participa-
tion a potent force in national development:

L.

10.
1L
12.

13,

14.

15.
16.

17.
18.

establish datn bank which will store information that affects women
positive change to ensure equal opportunity for girls and boys;

provide career guldance and counselling;

provide enhanced scholarship schemes especially for girls from disadvan-
taged familles;

develop catch-up mechanizsms which will not make marriage and child
bearing obstacles to pursuing education;

establish specialised institutions for girls to train in science and technology;
create special quota for girls in existing higher institutions to increase
enrolment;

provide adult iteracy classes;

encourage NGO's 1o organise courses o simulate interest in scientific
COUrses;

health education - family planning pre-medical consultation at grassroots
level;

create co-operatives within communities to spread information;
enact a national policy for women;

deliberate efforts by Government to involve women in decision making,
such that 30% of all key decision making positions are filled by women;

facilitate conduclve working environment for mothers in public and pri-
vate sector establishment;

acceptance as household heads where applicable and be given all the rights
and responsibilities;
equal access to credit facilities;

provide soft loans and granis to enhance women'sentreprensurship devel-
Gpment;

establish financial institutions for women development;

publicise Government's strong suppart for women o participate in na-
tional development;
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19. sensitise Government and the private sector to women issues;
20,  review discriminatory laws/ regulations and practices against women, e.g,

taxation, widowhood;

21,  provide access to land ownership by women either by purchase, special
allocation or inheritance,

Petroleum

Introduction

The group divided the industry into upstream and downstream components,
concentrated on medium to long-term, and defined a vision for each part.

Upstream Oil & Gas

The Vision. In the mediom to long-term,

- Nigeria shall remain amajor player in the world oil and gasmarket by being
competitive.

- Migeria shall endeaviour to:
- increase its oil reserve base from the current 20 billion bpd;

- increase its producibility from the current 2.0 million bpd to 2.5
million bpd, thus maintaining its OPEC market share of between
7.5% and 8.0% and achieve full utilisation of its gas resources of over
100 trillion cubic feet reserve base thus reducing gas flaring to the
absolute minimum.,

Issues Identified

- inadequate funding;

- fiscal policy;

- appropriate technology;
s gas ubilisation;

- community relations;

- indigenous participation.
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Key Issues Discussed
The discussion focused mainly on the following two ssues:

1.

Funding. Itis recognised that one of the major constraints to E&P activities
inrecent years has been the inadequate funding of [V operations and unless
this is fully addressed, Nigeria may not be able to fully realise its hydrocar-
bon potential.

A system needs to be put in place that will enable E&P activities to be
sustained. [ssues discussed included the need to:

- divest part of government holdings to reduce its financial obligations;

- fully implement the Joint Operations Agreement (JOA) to erable the
operator to access cash call crude to cover government obligations;

- limit existing [V arrangement to currently producing fields while all
unutilised portions of OML, and all new acreages are covered by the
PSC arrangement, Restructure NNPC as an integrated private/
commercial oll company to enable it pay royalties, PPT, like any
other ELP Company, and dividends to Government;

- merge all or some JV companies so as to realise synergies and
prioritise projects by reférence to expected retumn on investment
eriteria;

- ensuire a fully commercialised WNPC to form Joint Venture partnership
with existing joint venture partners and others, in a grand alliance,
contributing finance and personnel to jointly run the operations;

- have NMNPC take over joint venture shares and appoint the operators
&6 service contractors.

Gas Utilisation. Utilisation is essential to profit from a massive, wasteful

disposal by flaring. Since this is a highly competitive global market, it

requires cooperation between both public and private sectors; especially

given the magnitude of investments required. The following actions are

required lo energise the gas secton:

- review current gas incentives under the Associated Gas Framework
Agreement {AGFA) to stimulate gas ulilisation projects;

- integrate oil held development with projects for the utilisation of
assoclated gas delivered thereof;

- develop appropriate gas policy that will promote and encourage
mvestment in gas;




- introduce appropriate gas pricing arrangements o compensate
producers and penalise oil companies that refuse /hinder access to
their gas for potential investors;

- expedite the realisation of the LNG project;

- promote gas market development by:
- preferential pricing for industrial users;
= development by governmertt of initial infrastructure;
- encouraging private sector participation in gas transport, mar-
keting and distribution;
= extending gas supply to the West African sub-region.

Key Recommendations and Action Plan
Consensus was reached on the following recommendations:

2

The PSC is ultimately the best solution (o the problem of funding E&P
activities in Nigeria » Inimed e,

The existing joint-venture operations can best be funded by implementing
the provisions of the JOA whereby cash call crude will be used to fund
government obligations - Immedinte.

NNPC eould be restructured to enable it operate like any E&FP company,
paying appropriate royalties and PPT and declaring and paying dividend
to Government - Short Term.

There should be a regular review of the fiscal environment to ensure
competitiveness and induce adequate mflow of both foreign and domestic
investment - [mnedinte.

il producing communities should be given sufficient stake mn the fscal
arrangement to sustain thelr full cooperation and support for the smooth
operation and growth of the ndustry - Short Term.

Develop a comprehensive gas policy that will promote and encourage

investments in gas develppment including but not limited to:

- review of AGFA;

- appropriate pricing that provides ndequale compensation for pro-
ducers;

- penalties for denial of access to gas to potential investors; etc -
[momediate
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integrating oil field development with projects for utilisation of
aszociated gas derived thereof, eto, - Short Term.

Expedite the reafisation of the LNG project; - Invmediate.
Promote the growth of the gas market by introducing:

- preferential pricing for industoal users;

- tax credits;

- provision of government funded infrastructure;

- extending gas supply to the West African sub-region, - Inmediate

Encourage private sector participation in gas transportation, marketing
and distribubion - Immediate

Downstream Oil & Gas

The Vision. The Downstream sector of the MNigerian oil mdustry should be geared
to operate efficiently in a competitive environment without monopely, without
subsidy, thereby ensuring uninterrupted availability of refined petrolenm prod-
ucts to the Migerian consumer,

Issues Identified

R

1L
12,
13
14

Adequate funding to ensure effective maintenance and safe operation of
facilities;

Deregulated pricing struchuire;

Elimination of government control;

Government ownership;

Leasing of refineries;

Management effectiveness;

Impediments and bottlenscks such as the Military Task forces, products
allocation problems;

Imminent collapse of the refinery and distribution system;

Refineries to operate as commercial processing refineries with marketers
supplying crude and paying the refineries a market-determined process-
ing fee;

Subsidy to be initially limited to erude price;

Product evacuation bottlemecks;

Poor incentives for all parties;

Foor infrastructure and communication facilities;

Enviromment, health and safoby issies.
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Key Issues Discussed
The discussion focused mainly on the following three issues:

Funding. It is recognised that a clear need exists for all operators in the
downstream supply chain to recover all costs and make a reasonable
margin to ensure sustained maintenance and asset replacement for the
efficient and safe operation of facilities. A comparison of current margins:
illustrates the unsustainable situstion, viz

!'l{:;ui:: WorldWide A'urn;l-
Refintng/ Eaisritaitson Margin M1 e b T
Markeigrs Groas Maryin M1 e, LR AT

In the medmum term, the sector should aim 1o attain an import-point
titernational parity pricing structure which should enable Government to
generate areal positive income from the sector. The present situation which
recognises revenue at the official exchange rate of N22/51 is affected by
exchange rate fluctuations.

Deregulated Pricing Structure. It was agreed that the ultimate aim is to
attain full deregulation and open up the sector to full competition without
monopolies and without subsidies. In the interim, however, it isconsidered
most desirable to set product prices at current import-parity levels, thus
enabling supply source competition, to provide plentiful supply and
compel refining efficiency.

Government Control. In the long-term, government withdrawal from the
sector should be attained. The following options were considened:

- leasing out the facilities on terms that would ensure sustained and
efficient operation;

- privatisation of refineries after the attainment of a fully deregulated
ket

Key Recommendations/Action Plan

L

Funding, Provide adequate funding to ensure full cost recovery and facib-
tate assel maintenance and mplnmngn[ - frmedinie,
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2 Pricing Structure. Establish a pricing structure based on import parity and
gradually withdraw all subsidies to ultimately attain full deregulation and
apen up the industry to competition - Shorf Term.

5, Government Control, Tranafer control and, ultimately, ownership to pri-
vibe sector participants by ;

- first leasing out the facilities on terms that would ensure sustained,
efficient and competitive market regime;

£ privatising the refineries and distribution facilities after atiainment
of a fully deregulated market - Long Term.

Agriculture and Agri-Business

Introduction

Agriculture is the backbone of the Nigerian Economy providing employment to
about 70% of its population . Yet, this important sector has suffered from benign
neglect since the oil boom days. Agriculture (both cash and food crops) has
steadily declined since the early 1970s. Nigeria's export crops, such as ground-
nuts, palm oil and kernel, have virtually disappeared and the country is a net
importer of food crops.

Issues ldentified/Discussed

The group devoted substantial time to reach commoen consensus on fwo main
izsues, namely the vision of Nigeria's agricultural sector in the year 2005 and the
objectives which must guide the development of the sactor,

Vision 2005, The group's vision is that agriculture should be profitable and
sustainable in the production of food and raw materials, Nigeria should be self-
sufficient in food, in terms of quantity, quality, vadety and availability. Exports
should be a major source of foreign exchange earnings for Nigeria. The level of
self-reliance on farm input production should be maximised.

Objfectives. The group defined the following objectives for the agricultural sector
towards the attainment of Vision 2005

F implementation of modern agricultural practices, especially mechanised




farming and utilisation of modem implements;

- increased eaming power by the farming community. Without a substantial
increase in farming income levels, the agricultural sector would not attract

potential entrepreneurs.

- conservation of natural resource and protection of the environment. This is
wery critical b ensure sufficient amable |land. Nigeria must address the
issues of desert encroachment and sotl erosion.

- improved ruralinfrastrocture and maintenance. This is necessary to ensure
efficient and timely movement of agriculiural products.

- development of traditional and non-traditional agricultural export pro-
duction to substantially increase foreign exchange income from agricul-
ture. The group noted the immense potential in nom-traditional exporis
such as fruits, lowers and vegetables,

- development of efficient marketing faciliies. Marketing s erucial bo ensure
delivery of quality agricultural products to both domestic and export
markets,

- establishment of an efficient funding system to assist rural farmers. Access
to credit is the most important contributor to rural community develop-

ment. This calls for creative solutions using both formal and informal
chinmmneis,

Conclusions/Recommendations

To achieve the vision and objectives described above, the group made the

following recommendations:

1. Establish stable macro-economic environment involving stable exchange rate
and low interest rate as a necessary condition for agricultural development.

2. Thegroupurged immediate revitabsationand maintenance of existing and
new infrastructure (roads, irrigation facilities, railroads, jetties, etc.).

3. Rationalise land ownership system in the country, Freehold land owner-
ship and tenement rights for farmers are important requirements.

4.  Remove all bureaucratic obstacles to export of agrnicultural products cur-
rently being experienced at the sea and airports.

5 Improve education of farmers through effective and action oriented exten-
SIO0. SeTVices.
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B, Establish a future's commodity market m which agricultural products are
traded.

Manufacturing and Distribution

Introduction

The group commenced by describing the current state of manufacturing in
Nigeria. Most industries are import-dependent with low capacity utilissbion.
Marufachuring has been adversely affected by an unstable macro-economic
environmenl, poor infrastructure, inconsistent govemment policies, smuggling
and a multiplicity of levies by State and Local governments, The result is a very
low level of industriahisation which accounts for a negligible portion of gross
domestic product.

Issues Identified/Discussed
1. New Investments. Attracting new investments in the manufacturing see-
tor:

= provision of appropriate incentives;
- removal of regulatory bottlenscks.

The following factors were identified as constraints to new investments:
- policy inconsistency;
- unsinble macro-economic enviromment;
- difficulty in repatriation of dividends;
- lack of appropriate funding;

2. Enabling Environment. The Issues that impact on enabling environment
are as follows:

. political instability;

- industrial rélations;

- fiscal and monetary policies;

- security measures at entry points

3. Local Raw Materials Development. Developing local sources of industrial
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raw materials (minerals and agro based) are necessary for manufachunng
achivities.

4.  Exploiting Comparative Advantage. Emphasis on areas where the country
has comparative advantage, namely:

- petrochemical, including carbon black, polypropylene, and polyeth-
lene;

- alloyed steel;

- LNG;

- fertilizers;

- aluminium smelting;

. natural rubber;

- SUGAT;

- cement;

- food processing;

- textile;

- solid minerals,

The foliowing were identified as militating against the exploitation of the
areas of com parative advantage:

- high tumover of managerial staff;
political interference in management;
lack of infrastructure;

ownership structure;

working capital and

industrial culture,

5. Diversification. Diversification of manufacturing base away from assem-
bly and packaging type of operations to manufacture of capital goods. Basic
industries must be on stream for diversification of mdustries to take place,
Therefore, a planned action should be taken to diversify manufacturing,
This 15 a long-term objective and there is need to plan zhead.

6.  Increasing Capacity Utilisation, Thisis hindered by difficulties in replace-
ment and modernisation of obsolete equipment, lack of funding and
infrastructural deficlencies,

7. Promotion of Manufuctured Goods for Export. Incentives are available for
manufacturers to take advantage of.

8. Quality and Consumer Protection. 1t was observed that there are too many
regulatory bodies /laws. Therefore, regulatory bodies should be streamlined
in the interest of the consumer. [S0,900 isnow being explained to manufactur-

ers for compliance to enhance the accepinbility of their products in the world
market.

| L] L] [ ] L]
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10.

11.

12.

13,

14.

15.

Smuggling and Tariff, Tariff should be structured in such a way that it
encourages local manufacturing, Tariff applied with high exchange rate
will give rise to increased smuggling.

Promotion of, and Support for, Made-in-Nigeria Goods. There is need to
promote and support made-in-MNigeria products. Nigerian manufacturers
should strive to achieve highest quality standards and Government should
take the lead in promoting made-in-Nigeria goods.

Research and Development (RE&D) and Training. Most of the industries in
the country do nol have & well defined research and development
programme. Industries should fund research, There should also be part-
nership between industry and the universities in funding research and
training.

Ewvironmental Challenges. Indusiries must take note of 150 14000 which
incorporates environmental standards, In addition, industries should under-
take environmental impact assessmenl studies affecting their industry.
Promation of Small and Medium Enterprises (SMEs). SMEs are the bed-
rock of industrialisation, provision of employment at the grassroot level
and a means of stemming rural urban migration,

Distribution Infrastructure and Network, Lack of cheap and efficient
modes of transportation. There is need to regularly maintain the roads
because it is the major mode of transportation in the country. Furthermores,
the rail system should be modernised whilst maximum use of waterways
should be made.

Industrial Data Gathering and Dissemination, The industrial data bank in
the Federal Ministry of Indusiry should be improved and extended to
major industrial centres in the country.

Conclusions/Recommendations

L

Attracting New Investments in the Masufacturing Sector. To encourage
the inflow of foreign capital into the country:

- provide appropriate incentives:

minimise State and Federal Covernment levies;

remove regulatory bottlenacks;

stabilise the Naira exchange rate;

ensure quick repatrdation of dividends and technology agreement

L] L] ] ]
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Enabiing Environment. To create an enabling environment, it was recom-
mended that:

- all rules and regulations should be streamlined;

= the country's image should be re-orientated by all and sundry;

- there is the need to have an industrinl harmony;

- the security agents at the various entry points should be re-orien-
fated.

Developing Local Sources of Industrial Raw Materials. This is with a view
to reducing the country’s dependence on imports thereby leading to
foreign exchange savings and seif reliance.

Emphasis on Areas twhere the Country has Comparative Advantage. This
is to enhance our intemnational competitiveness and exploitation of our
matural endowment.

Diversification, Diversification of manufacturing base away from assem-
bly and packaging type of operations to manufacture of capital goods is
imperative if we are to industrialise and enhance our productivity level

Increasing Capacity Utilisaiion. This is to achieve economies of scale. To
increase output and become internationally competitive, the [ollowing

- replace and modernise obsolete equipment;

- provide approprinte funding;

- provide adequate infrastructural facilities.
Promation of Manufactured Goods for Export. Manufacturersshould avail
themselves of the existing export incentives and export their finished

Quality and Consumer Protection. The regulatory bodies should be stream-
limicl in the interest of the consumers.

- tariffs should be structured in such a way as to encourage domestic
manufacturers;

- steps should be taken to stem smuggling. This is especially in view
of the exchange rate of the Naira.

Promotion of and Support for Made-in-Nigeria Goods:
There is the need to promote and support made-in-Nigeria goods,

(i3

were recommended:
7.

products
&,
9. Smuggling and Tariff:
10,
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and Government should take the lead in this regard.
11.  Research and Development (R&D) and Training:
- industries should fund research and development (R&D) activities.
- partnership befween mdustnies and universitiesshould be encouraged.
12 Envirenmental Challenges:

. industries must ke note of 150 14000, which incorporates environ-
mental standards.

= industries should undertake Environmental Impact Assessament
studies as they affect their activities,

13.  Promotion of Smail and Medium Enterprises (SMEs);

- The Small Industries Development Agency of Nigeria (STDA]) should
take-off without further delay to co-ordinate the activities of SMEs.

14. Distribution Infrastructure and Network:

- Facilitate infrastructural development.
- Dredge and make key inland waterways navigable.
15.  Development of Cheaper and Efficient Modes of Transportation:
- maintain road network because the road system 18 the principal
mode of transportation.
- modernise the railway system.
- make maximum use of the waterways

16.  Industrial Data Gathering and Dissemination:

= Industrial Data Bank in the Federal Ministry of Industry should be
improved upon and extended to major industrial centres in the

coumnitry.

Solid Minerals

Introduction

The issues discussed by the group were informed mainly by the new impetus in
the solid minerale sector as a result of recent emphasis by Government which
culminated in the creation of a Ministry of Solid Minerals Development,




Issues Identified/Discussed

Raw Materials. Many mineral resources abound in the country, although about
34 were the most important. Out of these, 10 were considered for urgent develop-
ment based on the raw material needs of local industries. These are:

- Kaolin

- Barytes

- Bentonite

- Gypsum

- Salt

- Coal

- Iron ore

= Fhosphate

- Bitumen

- Talc

Importation of three of these minerals (barytes, bentonite and gypsum) 18 cur-
rently prohibited. Although it is hoped that the ban would create the incentive for
local production of these minerals, there are still doubts as (o the wisdom of the
action since current local production cannot meet demand. In particular, the case
of gypsum is recommended for review, due to the current large gap between local
supply and actual demand from the factories. A deletion programme is recom-
mended as a more realistic approach to achieving the objective of 100% local
sourcing of this raw material by cement manufacturers.

Role of Government. Government's role in the sector should be limited to that of
a facilitntor, creating an enabling environment in which the private sector could
flourish. Covernment has a major role to play in updating available data on the
nation’ 5 mineral reserves . Available survey information is currently held in a
variety of dispersed sources.

Small-Scale Mining. egal mining activities are rampant and could be difficult
to eradicate completely. Large scale illegal mining could undermine efforts at
developing the sector.

Investment Opportunities. Nigerda s richly endowed with abundant solid min-
eral resources which, for the most part, remain untapped. Investment opportuni-
ties in the sector are good and, mining being a labour-intensive activity, the
employment potential is also high.
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Recommendations and Action Plan

1.

The Ministry of Solid Minerals Development should establish a data bank
drawing from all available sources of reliable survey information. It should
also ensure faster processing of apphcations for licences and leases. The
requirement of “Form K™ should be reviewed,

liegal small-scale mining thould be legitimized through forming co-
operatives of such small miners. Extension services should then be pro-
vided through the co-operatives.

The School of Mines and the Miming Institute should be reinforced and
rationalised for greater effectiveness,

Importation of mining equipment should be made duty free. Also, private
companies should be encouraged to lease equipment to the mining sector
through incentives.

Private investors should be encouraged to establish a Mineral Resources
Bank.

For proper and effective co~ordination, all institutions with a mandate for
solid mineral development should be brought under one umbrella.

Review of existing Minerals Act and other regulations should be hastened.
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Section 4:

Long Term Strategic Visioning Process

The single presentation in this secon takes a look at the long-term fulure of Nigeria, It
emphasises the need for a vision to guide future action and discusses the key elements of
i wision for Nigeriain the vear 2025, I goes further to recommend an action plan/process
for developing THE VISION for Nigeria,

Creating the Future

Introduction

The task of this group was to come up with a framework for developing a long-
term vigion for Nigeria as a way of creating the future. The group's presentation
anising from this effort was captioned "NIGERIA PLC - The Search for a Vision”.
Stakeholders in Nigerta PLC were identified as politiclans, farmers, workers,
students, academia, children, parents, women, professionals, public servants,
foreigners, unemployed, handicapped, traditional ralers, media, armed forces, all
ethnic groups, police, religious groups, organised private sector, informal sector,
radicals, ete. Vision was defined as amental picture of a future state of being which
can be clearly perceived to be better or more attractive than the present state. [twas
also described asa desirable goal worthwhile 1o work towards; the destination for
a journey, indicating the direction in which to move.

A vision is, however, not a grandiose dream; a pie in the sky. It is something
achiavable.

Uses/Benefits af A Vision. First, a vision would serve as a beacon. It provides a
sense of direction to the nation, making it possible also to see the nation's current
position in relation to its desired destination.

Second, the vision provides the basis and context for all political and economiic
actions. With a vision, it becomes possible to evaluate the nighiniess or wrongness
of policies and actions, that is the extent to which they will lead to the desired
destination.
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Third, a vision would provide a basis for the selection and evaluation of political
teadershup, [tis therefore possible to see leadership qualities as the ability to move
society lowards realisation of its vision. [t would also then be possible to evaluate
the performance of leaders based on the extent to which socisty has been moved
mearer its vision,

A vision acts as a magnetic pull for diverse forces of a nation towards a commeon
goal. It inspires and forges a common aspiration. It rallies the entire nation and
captures the imagination of people as well as galvanising them into action.

Izsues [dentifiedMHscussed

1. Nigerin's current reality, looking internally at ourselves, was discussed
under the broad headings of political, economic and social. The current
reality of the external (global) environment was reviewed in terms of
current/ future trends (or megatrends).

2 Theinternal political environment of Nigeria is marked by the absence of
a democratic government. The country has been under military rule for the
greater part of its years of independence. Recent attempts at a transition to
democratic government were a failure. Political instability has caused
discontinuity in policy implementation and management. The public
sector is inefficient and Government is overcentralized to the detriment of
individual initiative and involvement, The result has been absence of a
shared, nationally articulated vision

3. Theecomomyis characterised by pervasive poverty with the majority of the
populace living below the poverty line. Over-dependence on one commod-
ity, oil, as the major source of revenue has left the country open to the
vagariesof the international oil market. With a low level of industrialisation
and excessive government control of business, the private sector remains
weak and unable to play a significant role in the nation’s economic devel-
opment. The nation's economy also has to contend with the weight of a
heavy debt burden (external and domestic) that saps its resources.

4. The social sector is engulfed in major crises on all fronts, Infrastructural
facilities have all broken down. Educational and health systems have col-
lapsed. Corruption is pervasive and endemie, coupled with a sharp decline in
moral, ethical and social values, Insscurity of e and property has left citizens
living in perpetual fear. Indiscipline and lack of respect for law and order
threaten the system. Unemployment has taken its toll. Ethnicity continues to
eat away at the fabric of society. The middle class that should serve as the
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locomotive of social change is marginalised. Abundant natural and human
resources are grossly under-utilised.

The picture of Nigeria that emerges from the past is one of gloom and
hopelessness. It displays a Nigeria that has grossly under-performed
relative to its endowment and potential. It paints a scenario where quality
of life is poor and declining; where political instability has retarded the
development of political traditions and institutions; where there is a
breakdown of economic and social infrastructure. These conditions have
all led to the country’s loss of attractiveness, international competitiveness
and respect as well as loss of stature and relevance in African and world
affairs.

5.  The external enviromment is changing rapidiy on all fronts and thess
changes are having major impact on how the outside world sees and deals
with Nigeria.

Economic philosophy and policies are now dominated by free market think-
ing. The message is the primary influence of market forces in ecomomic affairs.
Closely related to this is the growing emphasis on private enterprise as the
engine of economic growth, Governments everywhere are retreating from
direct involvement in economically productive activities and in the process,
privatising government-owned enterprises.

One other megatrend is the tendency towards globalisation, Countries are
embracing open and cooperative economic relationships with one another,
Businesses are also becoming increasingly global in their markets, invest-
maents and other activities. Coupled with this is the emergence of trade and
regional blocsas a way forcountries tosurvive inan increasingly global and
competitive market place.

In all these, information / knowledge based activities will conbinue to define the
competitive landscape of the future.

Democratisation is the trend on the political front. This enshrines pluralism,
human rights, the rule of law, press freedom, and transparency and accountability
in government. Democracy is increasingly seen as the most effective form of
govemment and pressures are brought against military / autocratic rule. Even the
erstwhile countries of the communist bloe are now embracing democracy.

Finally, control of population growth is increasingly seen as a must for economic
growth to translate to higher standards of living for the populace. Added to this
is the concern for the environment, which is imperative to assure sustainable
development.
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The Meead for a Vision

The above internal and external analysis leads o several conchustons; First, our
situation is serious when viewed from a global perspective. Second, we must face
reality if we are to find the path to sustainable economic development. Lastly, we
need a shared vision, which all Nigenans can support, if we are to live up to our
potential and aspirations,

Conclusions/Recommendations

A Vision for Nigeria. Nigeria needs to develop a vision of its future, tobe adopted
by the leadership and shared by all its citizens and stakeholders. The time horizon
of the vision would be thirty years, or one generation.

Wheat follows is a sample of what a vision of Nigeria in the year 2025 would contain,
its key elements and principles. It is mot the vision, A workable vision must be
developed by a larger number of representatives of all stakeholders in Nigerla.

Key Vision Elements and Principles
Palitical. The Nigerian political entity in the year 2025 will possess the following
qualities:

= it will be united; all stakeholders will be marching and acting together
towards the atlalnment of common objectives;

- policies and actions will be governed by consensus, incorporating all
divergent views;

- justice and equity will prevail, with no individual or group being denied
their rights or subjected to discrimination;

. the nation will be strong and resilient, and capable of withstanding any
threats, intermal or external;

- itwillbe troly independentand possess the capability todefend its national
mlerests;
- it will be confident inite abilities and achievements and thoseof its citizens;

- the country will command the respect of its citizens and all the citizens of
the world:
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- above all, it will be a major player on the world stage, playing major roles
in world bodies and at international forums; and influencing the course of
world events. '

The political philosophy that will guide this entity will be one characterised by:

existerice of suitable democracy, one that will be strong and entrenched but
at the same time, take into account the peculiarites of the Migerian
environmenl and the Nigerian people;

- good governance that works towards the attainment of the common good
rather than serve the interest of & narrow group(s);

- transparency and accountability in the conduct of government affairs;

- tolerance and accommodation of othercitizens'/ groups' views and ways of
life;

- the pursuit by government of the attainment of a higher quality of life for
citizens.

The Migerian entity will be supported by a Pederal structure/ form of govemn-

ment. In this structure, however, the role of the central government will be

redefined and streamlined to focus on common national matters such as defence

and national security, foreign affairs, monetary and currency policy and citizen-

ship /immigration /customs, All other matters will be devolved to the other tiers

of government.

States will be regrouped into more viable economic entities to ensure their
survival and o engender healthy competition among them that will lead to more
progress, Each such new entity (by whatever name they will be called) will then
be free to decide its own local government struchure that will take into cognisance
its own local conditions and peculiarities.

Economic Philosophy/System. The economy will be market-oriented rather than

centrally controlled. Policies and actions will, however, be moderated for social
considerations as needed to ensure that the less fortunate members of society are
adequately taken care of, Business and economic activities will be privale sector-

led. Government will not be involved in directly productive activities. Its role will

be largely supportive, ensuring the existence of an enabling environment for

business to thrive.

The economy will be open to international participation by firms and invesiors
from around the world, subject only to prevailing Nigerian laws and regulations.

Nigeria will build on its comparative/competitive advaniages in its economic
strategies. This will be based on its natural resource endowments in areas suchas
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agriculture and the gas and petrochemical industries as well as in high technol-
ogy / knowledge-based industries.

Finally, the economy will be internationally competitive. The country's major
political role on the world stage will be complemented by its strong competitive
position in the global economy.

Sacial, Quality of life will improve significantly to a level comparable to those of
the newly industrialised countries of today. Specifically, a literacy rate of 90% will
be achieved, B0% of the population will be living above poverty line and percapita
mcome will be USS5,000. Security of life and property will be assured.

Quality of the educational system will reach world standards and a minimum
standard of healthcare will be guaranteed with access for all citizens.

Cultural/Ethical/Moral. Vices such as corruption, drug trafficking and economaic
crimes will be eliminated or at least reduced tosuch levels that they will no longer
be an issue, The society will be more caring and supportive to all its members.

These will all be achieved while maintaining society’s culture and traditional
values, Citizens will be proud of their rich culture which will be admired all over
the world,

Nigeria in 2025: A Possible Vision.
The summary of a vision of Nigeria in the year 2025 reads thus:

"MNigeria willbe a well ordered, well governed, just and prosperous nation, united
in sustained endeavour. The country will continuously increase in wealth for the
benefit of all citizens and will be a country highly respected in the world comity
of nations”,

Pre-conditions for Developing a Successful National Vision, Leadership ap-
proval is key and must be backed by strong commitment to implementation,
Without this, any visioning effort will be wasted. It is leadership that gives
expression to the desire, development and realisation of & national vision.

The people must also follow good leadership. There must be a strong desire by
Nigerians to improve their present condition. Their desire fuels the search for a
vision, while leadership makes it happen.
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Owvercoming Pitfalls. The vistoning process design must overcome pitfalls arising
from certain deficiencies in the present Nigerian society. Principal among these
are the divergent views of Nigerians on the need for national unity and related
issues, The lack of continuity on policies and programmes, no matter how lofty;
and the short-term view of things that could work against adopting a long-term
vision. The Process/ Action Plan for Visioning oust rise above such obstacles to
be successful,

Recommended Process/Action Plan

Leadership approval of the need for a national vision must be obtained
immediately.

- A Core Vision Task Force made up of public and private sector members
should be set up quickly to articulate and manage the process of visioning,

- A Nattonal Vision Conference comprising representatives of all major
Wigerian stakeholders should be convened to develop the vision for the
country. This process will have the commitment, full support and regular
involvement of the Head of State.

- Upon completion of its deliberations, the Core Vision Task Force will
synthesise the output of the conference for the Head of State who adopts
The Vision on behalf of the nation.

- Implementation of the vision will then commence, after thorough planning
and organisation, at all Jevels and in all facets of society. This should be
backed by massive publicity campaigns, adoption of slogans and imple-
mentation of supporting reforms which create an overall enabling environ-
mient,
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Appendix A

Programme of Events at the Second Nigerian
Economic Summit held in Abuja from

May 3 - 6, 1995
Wednesday, May 3, 1995
2:00 pm  REGISTRATION All Participants
400 pm. LEADERSHIP MEETING All Co-Chairmen andCo-
Rapporteurs with Organising
Committes
740 p.m. PRE-DINNER COCKTAILS
800 pm. DINNER AND
PRESENTATION - Hosted by the Organisers
Special Guest of Honour - Lt Gen. Oladipe Diya, Fus,
mmni - Chief of General Staff
Guest Speaker - Div. Mordley Nkosi
Professar of Econs & Bus,
Admin.,
Deputy President of South
African and Adviser Lo the
South African Governmenk.
Theme: . " Africa's Economic
Challenges in Global
Context®,
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TTewrsday, Moy 4, 1995

Master of Crremonies

Hilam. WELCOME ADDRESS

@:30am, KEYNOTE ADDRESS

10:00 a.m. PRESENTATIONS
»  Mational Planning )
Commission )
Federal Ministry )
of Finance 3
Central Bank of )
Mgt

= Federal Minstry of

Petrolsum
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Adhaji Mohammed Hayatu-
Deen MD/CED, FSB
International Bank Lid.

Fascal Dozie

Chairmon/ CEQ, DHamond
Bunk

General Sani Abacha,
GCON, mni -Head of State,
and Commander-in-Chiel of
the Armed Forces

Jomnk Presentabion on:
*Ohverview of the Nigerian
Economy, the Thrust of the
1995 Budget and its
Implementation”.

"Investment Besources
Prospects in the Oil Sector®,



» Federal Ministry of
Solid Minerais . "“The Untapped
Opportunities in Solid
Mineral Resources",

* Pederal Ministry of

Agriculture ; "Feeding the People and the
Industry - An agricultural
perspective”.
* Federal Ministry of - Jaint presentation
Industry ) on:
Federal Ministry of ) *The Promotion of Small &
Commerce & ) Medium Exterprises (SME)
Tourism and Non-CHl Export Dirive
a8 a Strategy for Economic
Development®.
1315 am COFFEE BREAK
11:30 a.m. PRESENTATIONS - Mr. Lawrence K. Freeman,
Economic Tntelligence

Review (ELR., USA} and
Schiller Institute (Germany)

Themse - “#An BEconemic and BMoml
Alternative to the Pregent
Monetary System".
= Mr. Thomas Hotcheson
Representative of Wiarld
Bank

Theme - “Nigeria's Economic Reform

Progrmamme: A good start on a
long voad”.

. Mr. Nedl Blackbum
MD/CEQ, Mobil Producing
on: "Maintaining Oil

Exports®.
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Mr. Alastair Campbell
MD/CEQ, Michelin Migeria

Limited on: "Promoting
Exparts" - Case for Rubber”.

1230 pom.  QUESTIONS & ANSWERS
12:45 p.m. BRIEFING OF DISCUSSION

SESSION BY GROLUPS - Adedotun Sulaiman
Managing Partner
Arthur Andersen & Co.
140 pom -
6:00 pom.  DISCUSSION GROUPS SESSION
Discussion Rooms
{lunch, served in the discussion rooms)

730 pom.  DINNER . Hosted by the Head of
State, Commander-in-Chief
of the Armed Forces,
Generml Sani Abacha,
GCON, mni

Guest Speakir: - Mr. Adit Jain
Managing Director,
India Ecomomic Intelligence
ik
Theme: - *India's Economic
Development®.
Friday, May 5, 1995
830 am, -

11.00a.m. FEEDBACK FROM DISCUSSION

Jollowed by QUESTIONS

& ANSWERS

- Each group Lo have 10
minutes Lo present.

110 am. PRESENTATION

fellowed by QUESTIONS

& ANSWERS
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Special Guest of Honour -

Cuest SPEAIFE.‘:‘! -

12:00 noon FEEDBACK FROM DISCUSSION
GROUPS, fullowed by QUESTIONS
& ANSWERS (Congress Hall)

Lt. Gen. Jeremiah Useni
Minister of the Federal
Capital Terrtory.

Di. Noordin Sopiee
Director-General,

Institule of Strategic &
International Studies,
Malaysia, (Close Adviser to
the Prime Minister of

Malaysia).

“A Decade of Economic
Reform, A Generation of
Economic Opportunity:
Malaysian Vision

2020 and its Antecedents®




1:30 p.m.
3 p.m, -

LUNCH BREAK

6:00 pm. FEEDBACK FROM DISCUSSION GROUPS
Jollewed by QUESTIONS & ANSWERS

800 pom.

DINNER & PRESENTATION
Special Guest of Honour

Guest Speaker;

Theme:

Saturday, May 6, 1995

B30 aum, -
11060 &, m,

1130 g.m.
12:00 noon

FEEDBACK FROM DISCUSSION

Albaji Aminu Saleh
{Secretary to the
Covernment of the
Federabion).

Profesgor. F.5. Idachaba
Viee Chancellor,
Urniversity of Agriculture,
Maokurdi.

"The Economic
Opportunities Facing
Nigeria®.

fatlowed by QUESTIONS & ANSWERS

(Congress Hall)
COFFEE BREAK

CLOSING ADDRESS
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Appendix B

Africa's Economic Development in the Global
Context: Focus on South Africa and Nigeria
By Dr. Modey Z. Nkosi

(Morley Nkosi and Associates)

(Sandton, South Africa)

Protocols

My topic has the following parts to it:

The global context which refers to the global or world economy;
Economic development in Africa;

South Africa; and

Nigeria as of 1995, Both cormerstones of the African Continent;
Bilateral opportunities

Comment on the topic

Obviously, | will not be able o delve too deaply into sach one of the foregoing
topics within the time allotted to me. | will, therefore, attempt to highlight
some salient issues in each one. These issues will then be bases for the views
which | will propose at the end of my presentalion,

The Global or Wodd Economy:

The waorld economy comprises both the developed and developing countries.
To-date, developed countries predominate in terms of the volume of outpul of
goods and services, per capifa gross domestic product, technology and ather
economic as well as social measures or indices of performance.

But just as we enter the next millennium, the developing countries, led by the
East Asian countries; will overtake the developed countries in the output of
poods and services and achieve higher rates of economic growth. Africa's
contribution to this major shift of economic capacity is negligible.
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The world economy itself has evolved out of the globalisation process. Ths
process has been driven by the desire of firms to produce and sell goods and
services in an increasing number of markets and to employ cheap labour. This
desire has led to the spread of corporations scross national borders through
the following vehicles:

s [International direct and indirect investmenis;
Trade across countries’ borders:
* Internabional strategic alliances in;

- research and development;

- product development and design:
- sourding of inputs;

= production; and

- distribution,

The engines of globalisation are transnational or multinational corporations
which are to a very large extent based in the industrialised world which
consists of twenty-five member countries of the Organisation of Economic Co-
operation and Development (OECD),

[ntornationalisation brought about by advances in telecommunications and
transportation, coupled with increasing open markets, has  effectively
heightened competition among transnational or multinational companies.

These firms now lend o view markets from a regional and/or global view
rather than national perspective, Whether they are resource hased, export
oriented, regional or traly transnational in character, these corporations exert
tremendous economic and political influence over many African states. This is
to merely introduce the global economy.

Economic Development in Africa:

Alfrica consists of national-states which guite a lot in terms of land area,
population, gross domestic product mdvﬁ“ measures which are indicative
of size, National and international sccounting systems provide us with a
wealth of information on the economic and socal well-being of all these
mation-states,

When each African stele's socio-economic statishcos are examined and
measures of performance are determined, the resulls are not pleasing,
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Agpregating  these unflaltering notional economic and sodal data and
mwasures of performance yields a large picture of & continent that = in deep
trouble.

Pan-Africamsm and shared experiences i the struggle agamst colonialism
promoted the spirit of and need for cooperation among many African states.
There are two continental organisations whose ideological, political and
economic infHuence and reach were fundamental to the formabon of
cooperative structures across the continent. One s the Economic Commission
for Africa (BECA), a regional commission of the United Mations' economic and
social strocture established in April 1958, The other is the Organisation of
African Unity (OAU) founded in 1963, under the aegis of Ethiopia. Economic
issues featured prominently for the first time on the OAU agenda at the
Kinshasa Summit in 1967 when the OAU Adminisizative Secretary-General,
Diallo Telli; submitted a detailed report on African economic cooperation and
demanded action, In order to improve the economic condibions in the
continent, the development of regional economic groupings and the
establishment of an African common markel were sugpested,

The OAL summit in Algiers held in September 1968 explicitly recognised that
“pcomomic integration of the African continenl consbitutes an  essontial
premequisile for the realisation of the aspirations of the OALL"

The BCA played a pivotal role in African regional cooperation through its own
policies and programmes. More directly, it served as & mid-wife, parent and
concerned  relative o many African regional initiatives, instruments and
orgamsations. [lustrative of the productive mlationship between the ECA
and the OAU in economic matters affecting the continent is the "Lagos Plan of
Action for the Implementation of the Monrovia Strategy for Economic
Development of Africa " This plan was adopied by the Assembly of Heads of
State and Government of the OAU in Monrovia, Liberia in July 1979,

The formation of sub-regional groupings across the African conbinent
facilitated the hormonisation of views and policies on common problems
relating to national liberation, racial equality, industrialisation and aspects of
economic relations with the dominant industrislised countries.

Within the continent, economic cooperabion leading o economic integration
was perceived a5 a means of ovecoming the vulnerability of each state
especially if it had a small population, narrow resource base, low per capita
income, etc. The advantages of economic integration regardless of the size of
the state were seen as leading to increased economies of scale, greater rates of
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economic growth and development, common front in international affairs and
greater international bargaming power, to name a few significant benefits.

Between 1964, when the Central African Customs and Economic Union
(UDEAC) was eslablished by the Brazzaville Treaty, and 1995 when the
Southern African Development Community (SADC) was formed, around
eightesn other regional economic groupings of one kind or another were
eatablished.

The Commen Market for Eastern and Southern African States (COMESA -
formerly the Preferential Trade Area for Eastern and Southern African States -
FTA) and the Economic Community of West African States (ECOWAS) are
respechively, the first and second largest of these groupings. My
involvement and knowledge of COMESA leaves me anxious about both its
capacity and ability to achieve ils goals.

Furthermore, the OAU summit held here in Abuja from 3 to 5 June 1991
adopted a new treaty establishing a tmetable toward the creation of the
African Economic Community (AEC) by the year 2025, At that moeeting, ECA
Executive Secretary, Dr. Adebayo Adeden said:

"Wo African couniry, no matter how big it is, can really go it alone in the
world we are enloring i the 1990s. The econoouc integration of Alfrica is
part of the solution to thecrisis of Africa.”

Al the same meeling, Senegal's President Abdou Diouf, noling that Africa's
efforls must be joined al both the aconomic and political levels, said thal:

"It is pecessary Lo créale African common markels, to accepl imitations on
sovergignty and lo achieve political federation.”
The General Secrelariat of the OAU would also be the Secrotariat of the
Economic Community - a reflection of the convergence between Africa's
sconomic and political efforts.

Bearing in mind the very real difficulties of African economic integration —
including established wconomec structures that are onented more towards
trade and other economic activities with the developed economies Lthan with
other Alrican countries - the draft AEC Trealy envisages a pradual process
Lhrough a series of mierlinking stages.

The process of establishing the AEC was to begin within 30 days after the
Treaty had been ratified by 2/3 of the OAU member states, The whole
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process is envisioned to unfold over o period of 34 years, al most, passing
through six stages, viz:

1.

2

[}

Sturengthening existing regiosal economic communities and establishing new
oot (3 years);

Stabiliring tanifs, customs dubies and other barriers Lo inlra-community
trade, strengthening sectoral integration (in trade, agriculture, finance,
industry, transport, etc), coordinating and harmonising activities of
regional communibes. (8 years);

Setting up free trade zomes within each regional community through the
remaval of trade barriers and the establishment of customs onions. (10
yiars);

Establishing an Africa-wide customs union with a common external tariff
by harmonizing regional lariff and non-tariff systems. (2 vears);

Establishing an African Common Markel, through, among other steps, the
adoption of commaon policies in agriculture, transport, industry and other
sectors) the harmondisation of monetary, financial and fiscal policies; and
the application of the principle of free movement of people and the right
of residence, (4 years);

Finalising the AEC through the consolidation of the common murket
strivctures; the establishment of an African Mopetary Union, Alncan
Central Bank and single African currency; and the creation of a pan-
African Parlisment, elected by continental universal suffrage. (5 years).

The year 2025 is very far away, More importantly, the World Bank projects
Africa's economic growth for 1995 at a meagre three per cent, This growth
rate is below the rate at which our population is growing. Furthermore, given
our internecine wars, endemic polibical instability, heavy debl burdens,
frequent droughts, other national disasters, mismanagement and corruphion
which includes looting our treasuries, the three per cent could be elusive. We
have here reviowad Africa's path in economic development.

MNote the unavoidsble relstionships between economics and polibcs on
Continental, regional and national levels.
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South Africa

The United Nations has outlined the following indicators for South Africa:

* The richest, 5% of the population, almost entirely white, own 88% of all
the: private property;

*  While por capita income is almost ten times that of the Black majority;

* There are stll huge disparities in the provision of basic services lo
different racial groups;

*  Half the popuiation, mostly Black, live below the poverty ling;

. gln&ﬂﬂrdnflheﬂhdnpopuhﬁmuﬂmemumdmalhmﬂhmmﬂy

rale.

In the World Bank's words, these facts "confirm that there are really two South

Africas — a First World society for the Whites and a Third world sodety for

the Blacks." Some of the outstanding features of South Africa's First World

environment were foand to be iks impressive mfrastructare:

37 major and minor afrports;

270,000 kilometres of roads carrying -

5 million passenger and commercial vehicles;

20 million kilomvetres of ral track - sophisticated port facilities.

microwave-based ftelephone system serving 4.5 milllon phones and a

rapidly expunding Cellular telephone network;

s eloctrical power system which penerates, distributes and markets 50% of
the electrical power of the entire African continent;

*  Television beamed from approxmately 460 ransmitiers with the imminent
introduction of low cost international satellite transmission;

*  direct linkages into the international information superhighway - intermet is
well established to government, business, educational and research
institubions, NGOs and individual  muails in and around residential
sitburbs;

»  Skyscrapers and hr-rise flats in all major cibies and commeraal centres.

The First World economy is modern and parts of it are sophisticated. This
part of South Africa generates around 90% or more of the country's national
income. Naturally, the Third World part of the country only contributes 10%
of national income.

Some of the salient characteristics of the Third World part of the country:
= 18 million blacks living in households which earn less than USD 220 per
month;
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9 million blacks who are completely destitute;

10 miltion blacks without access to potable drinking water;
15 million blacks lacking access to sanitation systems;

7 million blacks living in squatter-camps;

2 million black children without schoals;

23 million blacks without electricity;

- % ® & =B B

All this occars in a country with a GDP of USD 139 billion, small by first
world measure, but large by third world standards.

South Africa’s Reconstruction and Development Plan attempts lo provide, clear,
realistic and achievable programme designed to:

Meet basic human needs

Develop human resources

Build the economy

Democratise the state and socety

[mplement the ROP

The extent and scope of work involved in any one of the key programmes is
massive. Take housing as an example. Housing will require economic and
social infrastructure,

Economic Infrastructare Social Infrastracture
Drinking water Hospitals

Electricity Climics

Sewage system Schoals

Roads Old age homes

Economic Infrastructore Social Infrastructure

Trains or railways Recreation parks and facilities
Commuercial sites Cultwral centres, etc.
Industrinl sites

Who will supply all these and other needs? Government and Business.

Lot us begin with what government has done. Then business as well as
labour. Both since January 1992,
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SOUTH AFRICA'S 1995 BUDGET: A Snapshot

The cornerstones of the first budget of the government of national unity are:
» sustainable growth and development;

= an overhaul of government priorities;

*  strict fiscal discipline;

SOUTH AFRICA'S BUDGET
1994/95 Revised 1995/96 Projected
JOTAL R145.3 billion R154.2 billion
SOCIAL RAZ.2 billion (44%) R72.1 billion (46,7%)
Education 212% 21.2%
Health 105% 11.0%
Welfare 9.2% 10.8%
Housing 11% 1LT%
Recreation/Cullure  4.5% +.1%
ECONOMIC R17.8 billion (12%) R15.7 ballion (10.2%)
Water 08% 0.8 %
Fuel/Energy 0.3% 0.1%
Agriculture 25% 1L.E8%
Transpori 45% 4.1%
GOVEEMNMENT R13.1 billion (8.9%) R10.6 billion (6.9%)
Foreign Affairs 0.9% 0.8%
FROTECTION  R27.2 billion (18.4%) R27.2 billion (17.6%)
Water 7% 7.2%
Fuel/Energy A.9% 7.5%
Apriculture 1.7% 1.9%
INTEREST K249 billion (16.8%) R28.6 billion (18.6%)

This budget was developed under difficult conditions of:

* & burgeoning state debt now at about R250 billion.

* demands for urgent action to improve the living conditions of millions of
poor people.

* merging of the six self-governing territories and so-called independent
stabas,

134 Econnmic Somowt



= creating nine new provinces out of four old ones carved out by the
previous apartheid regima.

* developing financial arrangements for nine provinces and local
mumicipalities,

This budget of R154 billion comes with a deficit before borrowing of 5.8% of

GDP, or R2% bilhon. GDP s around R500 billion. Last year, GDP grew by

25% and for this year, the estimate is 275%, Government will still borrow 10

finance current expenditore. Despite an increase of 41% (R15 billion) in capital

;:pendih.u'e. its growth has been hmited to 9.5%. Revenue is expected to rise
y 11.2%.

On the whole, the budget treads a delicate balance between improving the lot
of the deprived majority and encouraging growth and investment.

NIGERIA

Om the 29th of March 1962, Federal Finance Minister of Nigeria, Chief Festus
Sam Okotie-Eboh rose in the Nigerian Parliament to make his anmual budget

speech and said:
"l fur se= o tdado of o e oned prosperous Rigena, @ Nigerid eohoss
uspirations are fired by woble pliecirpes. The sieping giont of Afrioe i
arpeie ired dotarenoneed (0 teke (ie) rEplibil plice smirciing winh the resd
of Miamsrity.

Chief Okotie-Eboh named his budget "Mobilisation™ because Migeris was
about o embark on its first National Development Plan effective 1st April

1962 and scheduled to continee for six years. He went on to say:
*For ﬁlﬂ?hlhmurh@m%&]hﬂsmﬁ b lonk
ui Hhe resourcss and priovitles feony @i all

Migerian perapactite
(Chaoted i Woallgang F Shlper, "The Dovdlopmed of Migeria®
Eciemtrfic American, pol. 29, e 3, p.168

A lew things strike me about the above remarks. These are:

»  First, n vision of a new and prosperous Nigeria;

Second, a Nigeria fired by noble objectives;

Third, & giant determined to take its rghtful place in the world;
Fourth, mobilising the resources Nigeria possesses;

Fifth setting priorities from an all Nigerian perspective;

All this was said when Nigeria comprised three regions, before the creation

and accession of the Midwest Region. Nigeria went from four regions in 1963
ko
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12 slates m 1967;

19 slates in 1976;

21 states in 1987; and

30 states in 1991 - and more are being talked about?

In this long arduous progression of cutting up a finite Nigeria, what are the
limits?

What is the vision of these mini-states?

What are their noble objectives?

What are their rightful places in the march with humanity?

What resources can Lhey mobilise for themselves?

What growth and development prospects do they have individually?
Collectively, to whal Nigerian perspective do they conlribnate?

@ m & 8 ® ®

I will not be presumptuous by attempting to review the growth and
development of Migerian economy. You know your economy better than [ do.
In order to orient myself for this presentation, I have read o 1994 World Bank
publication titled Adjustmem? in Africa: Lessoms from Country Case Studies.

Chapter Six written by the co-editor, Mr, Rashid Farugee is called: "Nigeria
Ownership Abandoned.® In this piece, Mr. Farugee examines Nigeria's
transformation since independence in 1960. This transformation was from a
subsistence agrarian society to a larpely monetised economy fueled
particularly by the discovery and exploitation of oil fields in the early 1970s.

The transformation consists of three periods:

1. 1973-78: Anoil boom under military rule

2. 1979-83:  Ancil boom followed by a crisis under avilian rule
3,  1984-B&  The Bubari regime

1986 saw the design of the structural adjustment programme first by
Nigerians themselves and later in 1989 through pressure from the Bretton
Woods imstitubions, You will recall the May 1989 riols against the structural
adjustment programme. From Jung 1989 o the end of 1992, pelitical reforms
took the cenire stage and economic reforms were relegated (o the side. And
now the National Ralling Plan {1985 - 1997) announcesd on 16 Janeary, 1995,

Let me briefly compare key elements of your Budget with ours and then move
to the final section of my presentation which deals with bilsteral relations and

opportunities.
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An Overview of the Nigenan Economy

This was done by Chiel Anthony A. Ani (MON) when he gave the details of
the 1995 Budget and the outline of the National Rolling Plan (1995 - 1997).
Policy measures in the 1994 Budgel were intended Lo:

1. Arrest the declining growth in agriculture and manufacturing.

2 Correct the disequilibrium in the balance of payments.

3. Check inflaionary pressures.

Bul social dislocation and political problems subverled some ol the policy

nhpecl:l'irl:ﬁ'
Agriculture recorded a 2.6% growth rate (while the population grew at
about 3.5%)

»  Manmufacturing recorded a - 5.0% growth rate.
Inflation was up o about 70% compared to 57.2% in 1993

= Exchange rate was pegged at N22 1o the USD, but the rate in the parallel
market hovered around N82 - 385 Lo the USD.

* Maximum lending rate was also pegged at 21% per annum bul the money
market rate was over 40%.

#  Fiscal deficit is estimated al about 881 billion (or 9% of GDP a5 at the end
af 1994, GDP is N90O0 biltion)

+ Balanced budget could not be met because of dwindling government
FOVETIUeS,

The throst of the 1995 Budget as detailed by Chief Ani are:

1. Guided deregulation of:

(a) the intereet raote regime

{b) the foreign exchange market

Funding the expansion and growth of non-oil sectors such as agriculture;
Granting concession and incentives to the manufacturing sector;
Imposing tight monetary palicy,

Eliminating or drastically curtailing extra-budgetary spending;
Consolidating all government revenue and expenditures (transparency and
eccountability);

Efficient and intensive revenue collection;

Reducing the fiscal deficit; and

Creating job opportunities.

O W

o Bl
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Highlights of 1995 Capital Expenditures

Sectors 19494
Billion Size
Health 01,975 75
Education 2417 e
Agriculture 1.289 3l
Water Resources 1.390 52
Solid Minerals . -
Industries 1.608 S0
Power and Steel 1840 Aln
Transport and Aviation 1083 172
Highways, Bridges and
Public Wiorks 2751 290
Defenoe 2826 6
alice 1370 jis]
1755 1261

1995 W

Billion % Change
1.725 7692
3307 3nB2
1.600 2413
231 66,26
a7 100%
2103 30.TR
5000 17174
2,800 158.54
5.646 106.23
3.688 30.50
1.400 219

.16 7185

In 1995 Budget, Government proposes to spend N44.50 billion for capital
development which in turn will create more jobs and employment in the areas

designated abowve,

Comparing; Nigeria (1995)
Papulaton 110 million
GDP/CONF USD40.91 bn
Real GDP Growth

inflation (CPT) 70%

Total External Debt USD29.45 bn
You have:

- Minerals

- An industrial base

A maritioe couniry

Oil

Impressive human resource

35 years of Independence
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South Africa (1995)

40.7 million
USD139.0 bn
21%

S.0%

USD17.60 bn

We hawve:
- Minerals
An industrial base
A maritime country
Then we diverge

W don't have ail
We don't

One year of democracy



What can we do for ourselves both in Nigeria and South Africa

e AN B

1,

Articulate a vision that we need Lo achieve by the year 2000;
Concretise this vision with practical and realisable plans;
Mobilise human, financial and other resources o implement these plans;
Pemocratise ouwr political and social institutions and systems:
Murture these democratic institutions and systems;
Keep alive our culture and values that add value to democracy;
Get on with the serious and urgont lask of development focusmg on
improving the lot of our people whose lives are sheer misery;
Let peer people have food, shelter, drinking water, sanitation facilities,
henlth serpices, education and jobs
Develop strong bilateral trade, Anance and bechnical links between our
Ciinbries;
Help revilalise the regional economic groupings thal we belong to;
Contribute to Africa's economic development as we become significant
players in the world ecomomy.
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Appendix C

Welcome Address
by Pascal G. Dozie

Frotocols

It is my honour and privilege o welcome you all to the Second Nigerian
Economic Summit. The first Economic Summit held in 1993 was a unique
experiment in national economic policy formulation. For three days,
senior government officials including all the Ministers, dedicated their
time to the exclusion of amy other thing and worked through lengthy
sessions of the various Discussion Groups. Even the President sat through
the plenary session of the first day and the Head of Government sat
through some of the sessions including all the plenary sessions.

At the end of the three days, despite the difficulty to reach unanimity i a
summiit of this nature, it is on record that broad consensus, which avoided
extreme positions, was reached. The Economic Summit Group
subsequently produced the Report of the Summit and the Economic
Action Agenda. Thess were printed, beautifully bound and extensively
circulated,

Despite the preoccupation of government in political engineering over
much of the period after the first Summit, there have been notable
successes in the implementstion of many of the recommendations from the
Economic Adtion Agenda.

Fetroleum has become better priced with a fund sel up into which the
surplus has been retained for specific projects. The Exchange Control Act
has been repealed and the Nigerian Enterprises Promotion (NEF) Act is no
more.  An Aulonomous Foreign Exchange Markel (AFEM) has been
established with minimum Central Bank of Nigeria (CBN) intervention.
The effort to depend less on the oll sector and diversify the economy has
led to more emphasis on the export of renewable resources and the
establishment of a Ministry for Solid Minernls, etc. Perhaps most
importantly, the 1995 Budget promises to achieve a major reduction, and
evin elimination, of deficil spending and to introduce completeness and
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transparency to the budget process, With bght fscal policy and tight
monetary policy now working together, 1995 appears set Lo witness a
major reducton in inflabion rates.  All of these measures, if consistently
followed in the year to come, provide hope for greatly increased savings
and investment which are the major determinants of sustainable economic
growth. For these, your Excellency, we commend your Governmaont.

Howover, there is stll much work to do. The agenda for the second
MNigenan Fronomic summit is very heavy indeed. We have a great deal to
do o cause investment inflows, debl relief and economic growth o
bocome a reality. T am particularly, concerned with the need to open up
the capital market and increase competition within the Bankmng Sector
which is engulfed in distress. Distress should be addressed as a matter of
priority if only for the singular reasen that a sick banking sector cannot
suppart & healthy economy.  In facl & sick financial sector can undermine
economic renewial and growth.

As we po into the second Summit, | should acknowledge openly, the
encouragement and support the Summit Group has received from the
Head of State and Commander-in-Chief of the Armed Forces, Geneml
Sani Abacha and his senior colleagues who have seen in the Economic
Action Agenda; a useful building block te achieve his-goal for economic
renewal as enunciated i the 1995 Budget, Your Excellency, 1 thank you on
behalf of the entire membership of the Economic Summit Group.

The task of economic national bullding is not an easy one. In many tases,
it involves difficult and painful choices. Sound economic palicies may,
particularly in the short run, conflict with what appears to be in the best
imerest of the people and the nation. It requires both statecraft and
statesmanship (o steor the correct path, to lead the ship of state through
economic turbulence mto the calm waters of economic prosperity,  Ths
calls for sacrifice, hardwork, dedication and courage. It also calls for all
hands on deck, and the belief, not only in the oneness of this country, but
an unflinching resolve to move the country forward and let Nigeria earn
her rightful leadership positian in the world.

The task before us s (o take off, build on the Economic Action Agenda and
the 1995 Budget Messape, We must look at our earlier recommendations,
confirm therr currency identify new developments and matters arising
{for instance the effect of & devalued Naira on fuel prices), and assess the
level of implementation or non-implementation. Then, we must develop a
new Action Agends distinguishing between immediate short-term and
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medium term. Finally, we must work together in partnership to achieve
effective implementation of additional reforms.

Let me also thank the membership of the Summit and, in s0 doing, point
out the unigueness of this group not only for Nigeria, but the task on
hand. These are captains of different industry groups, the real investors
in cur economy, Migerian and foreign, united in their commitment to the
economic rejuvenation and progress of this country, They are leaders who
are not satisfied with the position of Nigeria in the world affairs given the
abundance of resources at our disposal - material, human, etc.

I would also bke to thank the Government Officlals for theds goneral
support both in the last Economic Summil and in the preparation of Lhis
second Summil. | am sure we can counl on their continued support and
collaboration for the successful implementation of the recommendations of
the Summit and sustained dislogue and co-operation between the public
and private seclors.

In the past, the fear was lack of pohitical will to take vital decisions. But
the general thrust of the 1995 Budget together with some of the bold
actions taken by GCovernment within that Budget, confirm both the
willingness and ability of Government to take necessary palicy decisions in
the interest of the country. Indeed, it can be said that we are at the
threshold of & mapor economic breakthrough.

This economic breakthrough, however, will not materialise unless we
establish a groster co-operation and parinership between the Private
Sector and the Public Sector. Experience has shown that where this does
not exist, not much can be achieved. But real co-operation and partnership
can only exist where there s mutual trust, shured beliefs, aspirations and
vision as v what we want our nation to be, not omly today but in the
mediom term and indeed, in the year 2025,

Let us not therefore, see this Summit effort as either a private sector effort
or a public sector effort.  Rather, let us sec il as a Nigenian effort, public
sector and private sector solidly united in a joint collaboration for the
eConomic renewal, progress and growth of this great nation and its people.

Once again, [ wish to thenk His Excellency, the Head of State and
Commander-in-Chief of the Armed Forces of the Federal Republic of
Nigeria, General Sani Abacha, not only for his suppori for this second
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Summit but for his general interest in fostering dialogue between the
public and private sectors of our economy.

Your Excallencies, Distinguished Ladies and Gentlemen, | wish all of us &
successful Summit and thank you all for your attendance and listening,
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Appendix D

Keynote address by the Head of State, Commander-in-Chief of
the Armed Forces, General Sani Abacha, GCON, mni, at the
Second Nigerian Economic Summit at Abuja on May 4, 1995

Protocols

It gives me great pleasure to welcome you to the Second Migerian Economic
Summut which marks yet another milestone in our on-going efforts to evelve
an effective and purposeful relationship between Government and the Private
Suctor for the rapid rejuvenation and reflation of our national economy.

It should be recalled that in February 1993, the Chairman of the Transitional
Covernment, Chief Ermesl Shonekan, former Head of Siste, hosted the First
Migerinn Eoonomic Summit which studied and recommended immedinte and
short-term reforms o hall and reverse negative trends in pur economy. While
many of its recommendations are being addressed, it has, however, become
clear that there is 4 need to project further to ensure that they are implemented
in the context of a long term macro-economic policy.

In the 1995 Budget Speech, | emphasised thal the sconomic stralegy of this
Administration draws inspiration from the recognition that Free Enterprise is
the bedrock of a democratic political system and thal tn conseguence, we place
a high premium on the evolution of a dynamic economy in which Nigerians,
whir are known for their mdividualism and their industry, can opbimally
mvest their productive capabilities. For this reason, the 1995 Budget conlains
mcentives and liberalisation messures desipned 1o free the coonomy from the
many statutory constraints which have significantly nhibited 1ts meamngful
development,

The main objective of the 1995 Budget was lo [res the potentisl for
development in our socety, leading to a strong country, internationally
respected, governed by the rale of law, respectful of tradition, open to
opportunities and offering the hope of & bright future o the present and
coming generations. We recognised that we should mobilise and redirect our
energies to ensure that we maximise to the full, our vast store of human and
material resources to ensure the future well-being of all Nigerians. We made it
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clear that we expected the Private Sector o be the engine and the heart of this
niew economic inibiative with Governmenl acting as a calalyst by providing the
necessary enabling environment which will allow privale sector inidative to
Aourish,

As a demonstration of our resolve and determination in this regard, we
repealed the Nigerian Enterprises Promotion Decres, 1989 and the 1962
Exchange Control Act in order to send a clear and unequivocal signal of this
Administration’s positive intentions. At the same time, we have shown a clear
recognition that the momentum started by these actions must be maintained
and vigorously sustained if we are lo satisfy the aspirations of our people. We
sincerely beliove that the best way to achieve our aim is for the Public and the
Private Sectors to be partners-in-progress, working together to ensure that we
achieve our natonal goals,

| am happy that the Private Seclor has thought it worthwhile and desirable
that & Second Economic Summit involving the Public and Private Sectors
should be held to assess the current economic situation with a view to
furthering our objective of creating the enabling environment that will attract
the much needed investment into our epoonpomy from both intermal and
exiernal sources. Governmenl expects this Summit to aim at building on the
Economic Action Agenda produced after the First Summit and that its
recommendations will help to improve the overall performance of our
BCOTKHNY,

This Administration recognises that the achievement of our economic goals
can only be attained through contimuous dialogue and cooperation between
the Public and Private Sectors. It is only through such dialogue and
cooperation thal all perceived barriers can be broken so that we can work
together in the best interest of the economy. The mission of the Summit
during the next three days should be to build a solid foundation for the
cemstruction of Medium and Long Term stralegies. | sincerely hope that
during the course of your deliberations, inbmate economic relationships will
develop which will help creale unity of purpose and in the end serve our
nation well. [also expect that during the days you will be here, you will get to
know each other well and concretise the process of constanl and continuous
dialogue between the Public and Private Sectors. In that way, you will be re-
enforcing the wall-being of the country and enhancing mutual respect for one
another,

[ am confident thal as you discuss specific measures that have to be
implemonted to give our economy a new lease of life, you will set aside
narrow sectoral interests and will identify those measures which will best
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serve the interests of oll Nigerians. [ urge you all to remember as you go into
your dehiberations that we all have a common objective, the development of a

truly prosperous society and a higher standard of living for our people.

| am informed that you will be working in groups that will discuss specific
probiems and hopefully proffer feasible and practicable solutions. We expect
a clear and positive message o emerge from this Summit, which we beliove
will greally help our work in Government and il s our intentzon that the
“partners-in-progress” relationship between the Public and Private Sectors
that has been cultivated since this Administration came into office should be
nursed Lo maturity.

There is much to be done and we should not under-estimate the problems
facing us. If we make the best use of all the resources at our disposal, both
human and material, there can bo little doubt that we will succeed. Indeed, it
i5 imperative that we must succeed since the establishment of a sound
cconomy will ensure that Nigeria plays its rightful role not only in the
development of the African continent, but also as 8 major representative of our
continent in the international community,

As you set oul on your deliberations, | will like you to pay particular attention
te- specific areas of the economy that have direct effect on the velihood of the
ordinary Nigerian. Government will be interested to know what major
obstacles there are lo investments and trade and the most efficent and
effective ways to demolish these obstacles. We will also like by know how you
will capitalise on the institutional changes that we have introduced in
Governmenl in order lo enhance efficiency and effectiveness.

| make particular reference to the establishment of a Mindstry to take charge of
the development and exploitation of the solid minerals that abound in the
country, | hope that the action will be seen for what it really is: a positive act
by Government to revitalise the development of the real sector of the economy
through the encouragement of the procurement and utilisation of Iocal raw
materials,

The mining und the agricultural sectors are the real sectors that sustained the
economy before the discovery of oil. Most regretfully, with the discovery of
oil, we geem to have shied away from these sectors, an achion which led to
their neglect und near collapse. The Economic Recovery Workshops held
recently in different zomes of the country have identified how rch we are in
mineral and agricultural resources and how seif-sufficient we can be in both, if
only we can pay more attention to their development.
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| wish 1o assure you that Government will continue to give all the necessary
support, including the provision of the basic infrastrocture and the condacive
environment needed for private initative 1o thrive,

Government, bowever, expecls the private seclor o respond by way of
positive involvement through substantal investment and activities that will
réstore our international credibiity, Our goals are the same, so Nigerin and
Nigerians will be better off if we join forces, not only to talk, but also to act.

Before ending this address, | will like to reaffirm to this distinguished
audience that our Administration remains ever mindful of the fact that the
best action plans and strategies for national economic revitabisation would
come to naught if we do not move rapidly towards the establishment of a
stable polity anchored on durable democratic structures of povernance
fashioned to suik our uniquely Nigerian circumstances.

There is no denying the fact that the cycle of failed political experimentation
which pur country has been csught up in since independence, has taken a
heavy Wl on our nation's econemic fortunes. We have therefore resolved that
as one of its major lepacies, our Administration will do its utmest best to
begueath to our countrymen and women an enduring framework for civil
democratic governance which will guarantes the political stability required for
the actualisation of the nation’s plans for economac recovery and development.

You are all. | believe, conversamt with the steps we bhave already taken
towards the attainment of this objective. The National Constitulional
Conference which we initiatod and organised in [ulfilment of the pledge I
made in my maiden address to the nation has successfully concluded its
deliberations. We look forward (o receiving thee draft Constitution and other
recommendations of the representatives of our people who assembled here in
Abuja to participate in & commendable effort (o forge a truly national
consensus on the political future of our dear natiom.

With the submission of the draft constitution and report of the National
Constitutional Conference, the stage will be set for the noxt phase of our
political programme. | seize this opportunity Lo reassure all Nigernans as well
as the international community thal owr Administration appreciales and
recognises the need to return the country to cvil democratic governance as
soon as possible. We must take care, however, to avoid rushing into the
mistakes of the past and the transition plan which we will present to the
nation in due course will be designed to establish a solid foundation [or the
entrenchment of genuine democracy in our country.
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Om this note, Ladies and Gentlemen, | have the honour and privilege to
formally declare the Second Nigerian Economic Summit open. | wish you
happy and successful deliberations.

| thank you for your kind attention.
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Appendix E

An Overview of the Economy and the Attainment of Policy
Measures for Moving the Economy Forward in 1995, Jointly
Presented by Honourable Ministers of National Planning ,
Finance and Governor of Central Bank

Protocols
Introduction

There is no once and for all panaces for the economic {lls of any country in
a dynamic world. It is for this reason that the process of economic
adjustment has been found, inevitably, to be & continuous one. Therefore
any deviations from the path of economic adjustment will always
necessitale another path of achion in the form of Rolling Plan and annual
budget.

In the process of continuous adjustment, & government budget is a major
demand management tool, which focuses on  planned resource
mobilization, stabilization and allocaticn, in a given fiscal year. Too often,
statements on government monetary policy usually feature in the budget
document perhaps in recognition of the complimentary role of manelary
policy in effective budget implementation. The budget thus consisting of
fiscal and monetary elements exact impact on aggregate demand, inflation,
balance of payments; e.l.c.

The purpose of this paper is to present an overview of the economy and
highlight the fiscal, monetary measures including policy throsis and
modalities for moving the economy forward in 1995 and beyond.

1. Background to 1995 Federal Government Budget
The 1994 hiscal year can best be said to be another year of unrealized
hope for the reversal of the negative trends in the Nigerian economy
of recent years, The budget policy measures for that fiscal year were
formulated against the backpground of economic ills of high and
unstable interest rales, unsustainable fiscal deficit lugh mflation and




unemployment rates, fast depreciating MNaira exchange rate and
deteriorating balance of payments position, etc, These led Wo the slow
pace of economic activities.

Gross Domestic Product (GDF) at 1964 constant factor grew at 4.1 per
cent in 1992, bat the rate of growth declined in 199 o 1.3 per cenl in
1993, This is against 83 per cent achivved in 1990. The infla

pressures observed since 1991 remained unabated through 1994, The
rate of inflabion which rose from 13.0 per cent in 1991 to 44.6 per cent
in 1992, further increased Lo 562 and 55.3 per cenl in 1993 and 1994

respectively,

Monelary aggregates have shown phenomenally since 1991 through
19594 in contrast o the stated restricive slance of monelary policy
during the period. For instance, money supply narrowly defined ie.
M incressed by 664, 344 and 47.8 per cent in 1992, 1993 and 1994,
respectively, thus overshooting the maximum growth target of 21.4
percent. Broad money, Mi: also incroased by 39.1 per cenl in 19M
compared with 498 in 1993, The major factor contrbuling W Lhe
intreases in monetary aggregates was aggregale credit o the
economy. aggregate banking system credit. at W-350,622.7 million at
end-1594 by 29.2 per cont as against 91.4 per cont al end-1993 and the
target of 9.4 per cent envisaged in 1994,

Interest rate moved penerally downward in 1994 from the relatively
high levels which prevailed in 1993, in line with the Federal
Government's policy in fiscal 1994, The averape rate on savings
deposits fell by 4.5 percentage points from 16.7 per cent in December,
1993 to average rate of 123 per cent in 1994, Similarly time deposit
riles al commercial banks averaged 127 - 14.2 per cant in December,
1944 AL the merchant banks, the average rates on deposiis of various
malurities fell from a range of 29.0 - 39.8 per cont at end 1993 10 12.5 -
L% per cent in 1994,

The use of Open Markel Operations (OMO) as a tool of monetary
management was hindered by the downward movement of interest
rates in fine with the 1994 policy guidelines, parlicularly the fixed
inlerest rate regime, which rendered the yield on Treasury Bills
unattractive. Thus, OMO could not be effectively applied to exact
pressure on the supply of bank reserves to reduce the growth in base
money and money supply.

The fiscal aperations of the Federal Government resulted in an overall
deficit of B 70,818.5 million or 7.9 per cont of GDP in 1994 compared
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with a deficit of MN107,186 million or 154 per cont in 1993, The
development in 1994 was, however, in sharp contrast to the balanced
budget anmounced by the Government. The major problems in the
fiscal operations have been attributed largely to slower growth in
retained revenue, mability to reduce the rate of growth of lotal
expenditure, persistence of substaptial extra budgelary outlays and
largs debt service obligalions.

The pressures on the external sector remained unabated, The overall
deficit in both the current and capital accounts of the balance of
payments widened from N41,736 8 milkion (51,8931 million) m 1993
o M43 426 milbon (51,9843 million) in 1994, However, the
deferment of aboul W30,624.7 million {($2,313.1 million) worth of
some external debt obligations falling due in 1994 , as a result of
fureign exchange constraint led to the narrowing of the financing gap.

The foregoing developments provided the backdrop for the palicy
thrusts of the 1995 budget for moving the economy forward,

Fiscal Policy Measures and Programmses for 1995

The Fiscal Policy Measures in the 1995 budget were formulated
ageinst the background of the economy highlighted in the preceding
paragEaphs,

Policy Thrusts of the 1995 Budget

The fiscal policy thrust was focused, among others, on the following

orbrjectivis:
1. substantis]l reduction in the fiscal deficit through curtallment of
wasieful expenditure;
i elimination or drastic curtailment of extra-budgetary spending
fit. Hght monetary policy stance;
iv.  intensive revenue collection drive;
v, reduction in inflation rate;
vi. adoption of guided deregulation of interest rate and foreign

exchange markst;

vil. expansion of the economy’s productive base and improvement
in the level of capacity utilization in the manufacturing sector
through concessions and incentives; and
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vill. consolidation of all government revenue and e
globally in the budget in order to enhance accountability and

imnsparency.
Fiscal Operations of Federal Government

The 1995 budget has a provision for a fiscal deficit of M 12,814 billion
or W 321 billion pro-rated on quarterly basis. In terms of
achievement, whereas the first quarier of 1994 recorded a deficit of M
19.185 billion, it is gratifying to note that as at 31st March, 1995, the
nation was about & 841 billion in credit, However, this surplus
position did not reflect the full impact of the capital expenditure
programme budgeted but not disbursed for the Bt quarter,

Modalities for Achieving Fiscal Viability

Among others, the following modalities for achieving the basic thrust
of the budget have been put in place:
L. Monetizabion of all dedicated projects;
u. Use of Excess Revenue Accruing From Price or Exchange Rate
Variation;
i, Intensified Revenue Drive;
tv. Commerclalization, Privatization and Leasing Conlract
Arranpement;
v. Elimination of Extra-Budgetary Expenditure,;
vi. Debt Management; and
vii, Restructoring of Governmenl Operations for Better Cost
Effectiveness.

Monetization of All Dedicated Prujects

As part of the measurcs to achieve [iscal wviability in 1
dedicated projects were monetized and proceeds from the
crude oil, petroloum profits tax, oil royalties and fees are now being
paid into the Federal Government Account with the Central Bank of
Nigeria. Thus payments for joint venture cash calls, national priority

g;ﬁ
==

account.  Apart from fscal bansparency, the mometization of
dedicated projects was to ensure that any excess revenue from price
or exchange rate variabon would asccrue directly to the Federal
Covernment,
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Use of Excess Revenue Accruing from Price or Exchange Rate
Variation

The excess money accruing from price difference of $15.00/barrel in
the budget and the realized official selling price of between $16,00 and
$18.20/b recorded during the first quarter of the year has been
h‘ﬂml&rmd Lo a reserve in order to boost the nation’s foreign reserve.

This will be a continuous process, Purthermore, the share of the
Federal Government profit of N 11.64 billion arising from the change
in exchange rate from the intervention in the Autonomous Foreign
Exchange Market has been transferred to a special sccount. Such
additional revenue will continue to be kept in this account wherever
there is any intervention.

In future, two of the possible options or avenues [or the deployment
of the windfall rernings from oil referred to above, are, to swell
accreditation to the nation’s foreign reserves or lo invest dmectly in
high yielding international securities. The second option will
complement the first being used now in that, at least, it will serve as
additional avenues to diversify the nation’s public seclor revenue
receipts a8 well as foreign exchange earnings from oill.  They will
thereby correct or minimize the persistent deficit in our ncome and
external accounts.

Boosting Revenue

In order to gel more revenue, Government has strengthened the
revenue collection machinery. For instance, duty collection on
international trade will be based solely on the assessment of duty
reflected on Import Dhaly Report (IDR) issued by the relevant
mspection agent, and duty will be made through reputable banks.
Besides, largels of revenue have beon sel with the Inland Revenue
Service and the Migerian Customs Service and excess collection over
and above the largel would be rewarded through meentive bonus.
The Memorandum of Undemstanding (MOU) with the oil companies
has been comprehensively reviewed with a view lo increasing
revenue from petroleum profits tax.
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FPrivatization, Commercialization and Leasing Contract Agréement

Lease arrangement has been highlighted in the budget. The
arrangement invelves contract leasing of the government enterprises
to both foreign and local entreprencurs, The rationale for this s for
Government o disengage itself from activities thal can optimally be
carried out by the private sector. This is to free Government funds
far utilization in its conventional areas of provision of socio-economic
infrastructures. Covernment & working out a framework, modalities
and puidelines for full implementation of this contract lease
arrangement.  Such framework/ guidelines will include transparency
of all transactions, the lease rental and share of export earnings,
insurance and depreciation of the properties, social consequences, Le.
redundancies and retrenchment, training and transfer of technology.

A major policy concern for the future with respect to parastatals
whether commercialized or privatized is the need to break their
monopolies or monopsonies.  This 18 because the services or goods
they supply are universal intermediates (o other economic activities.
The inefficlent and unreliable supply of such goods or services has
become critical botihmecks to economic growth and development.
Given the vast resources which private individuals or companies and
even the public soctor are devoling to the provision of stand-hy
supply of sach goods and services, it 15 imperative to allow some
competition in such economic activity as a way forward.

One of the lessons from fully developed market economies of Lthe
West as well as the experience of formor socialist countries of Eastern
Europe in gereral and Nigeria in particulsr, s that successful
sconomic recovery through adjustment, requires a viable private
sector, capable of responding o policy mcentives to increase
production for both home consumpbion and exports. As most
economic adfustment programmes are formulated within  the
framework of a market economy, private sector activity should serve
as the main engine of growth. As a way forward, Governmenl is
giving more incentives in form of export stimulus, privatization of
public enterprises, fscal/tax reliefs, liberalization of trade, de
regulation of the Anandal sector, st
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Atimacting Investment

In order to ensure free flow of investments and investable funds into
the country as well as improve investment climate, Government had
repealed the Exchange Control Act of 1962 and the Nigeran
Enterprises Promotion Decres of 1989, In addition, all laws,
regulations and rules, etc, that hinder the free fow of investments
ind funds into Nigeria are being reviewed with a view to repealing or
relaxing such regulations, Furthermore, o new decres will be
premulgated to establish “Nigerian Investment Councl” which wall
be private sector oriented as the majority of its members including the
Chairman would be appointed from the organized sector.

Diebt Management

In order o alleviate the debt service burden, Government will as a
matter of necessity, accord highest priority o seek  highly
conpessional dobi relief from the Paris Club as an integral part of the
envisaged Medium Term Programme. As a pre-condition to the Paris
Club debt reliel negotiations, the Government is expected to puot in
place an economic reform programme supported by the IMF and the
Waorld Bank.

Mediom Term Progmmme

Covernment i5 already working on this programme, the policy
framewnork of which embraces a strong commitment lo demand
management, & more market-oriented exchange rate policy, and
structural adpstment policies aimed at improving the environment
for the private sector.

Restructuring of Government Operations for Better Cost-
Effectiveness

The present concern of Government 5 to rabonalize the operations of
Government.  This 15 to be accomplished through institutional
reforms designed o eliminate wastage and duplication of funchons.
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IIl. Monetary Programme for 1995

In the background review, the parlous state of the macro-economy in
1994 was quite glaring: the economy was “overheated” through
explosive increases in monetary aggregates far in excess of optimal
levels, consequential build-up of inflationary pressures  and
expectations and the depreciation of the Naira exchange rate, etc,
Thus the objectives of monetary policy in 1995 include a reduction in
the rate of inflation, guided deregulation of the foreign exchange
market to narrow the gap between official and parallel market
exchange rates, guided deregulation or interest rate and adequate
funding of non-oil productive sectors of the economy, etc.

In order to realise the above objectives, and reverse the undesirable
trends of recent years, the monetary authorities considered it prudent
to build the monetary programme on a tight policy stance with the
following assumptions: ‘an inflation rate of 15%, a growth rate of 3
per cont and a modest accretion to external reserves, On the basis of
these assumptions, and computed demand for money functions, the
targets of monetary policy in 1995 were derived as follows:

L. an increase in narrow money (M) of 10,0 per cent;

ii. anincrease in broad money (M3) of 10.4 per cent;

lii. an increase in aggregate domestic credit (net) of 16.2 per cent

iv. an increase in credit Lo the private sector of 20,0 per cent;

v. an increase in credit (net) to Government of 14.2 per cent.

The Central Bank of Nigeria will, a5 in 1994, use a mix of instruments
to achieve these targets. The main instroment is the conduct of Open
Market Operations (OMO) which will be supported with discount
window and reserve requirement policies. The use of stabilization
securities will continue although the instrument is stll regarded as a
temporary one by monetary authorities. The miended phased
repayment of the securities outstanding shall continue to be kept
view', in the light of developments in the system’s liqudity dunng the
fiscal year. Other instruments of monetary policy in 1995 are:

L a more [lexible interest rate policy which will allow financial
mstitubions o maintain a maximum spread of 7'% percentage
points between their deposit and lending rates subject 1o a
maximum lending rate of 21%;

fi.  the comtimuation of efforts to deal with defaults and distress in
the financial system to enhance confidence;
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iy, the contimoed use of credit ceilings for banks wiich do not meet
the criteria specified since 1992 The criteria relate o specihied
cash reserve, specified liquidity ratio, prudential guidelines,
statutory minimum paid-up capital requirement, capital
adequacy ratio; and sound management; and

iv, the conbinuation of the sectoral allocation of credil.

Must other policy measures in force (n 1994 are also retained in 1995
as outlined in Monetary Policy circular No. 29.

Opemtional Modalities for Monetary Banking Policies

The modalities for emsuring the achievement aof the monetary
programme, the thrust and various monetary targets staled in the
preceding paragraphs can be identified as liquidity management,
interest rate management, interest rate management and Bnancial
sector distress.

Liguidity Overhang

The economy has been afflicted with a considerable degree of
liquidity overhang especially smce the reflationary packape of 1988
designed, as it were, to give Structural Adjustment Programme (SAF)

o "human face” as said earbior, liguidity defined as broad money, Ms,
grew massively in response to excessive growth in aggregate
domestic eredit, which, in 1988 and 1991 - 1994 recorded an average
ncrease of 49.9 per cent compared with the target rate of 11 per cent.
The upsurge in credil to the ecomomy in recent years has been due
largely to rapid increases in government borrowing from the banking

system.

Unless the overhanp of liquidity is removed, monetary policy targets
in 1995 may never be achieved. Thus, effective demand management
resides with the Central Bank in collsboration with the Federal
Governmend 1o clear the backlog. The monelary programme for 1995
has laken action to reduce the liguidity overhang through the ssue of
slabilization securities of W10 bilbon. This brings to M35 billion the
existing stock of rolled over stabilization securilies.

"

The CBN has to mop up the excess liquidity through the issuance of
stabilization securities, however, only on episodic basis, and not as a
regular mopping-up exercise. Considering that the securities are a
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direci control instrument in o deregulatory environment and that the
tssuance is alleged to impact negative side effects on the mnterest rate
structure and inter-bank operations, the CBN s now poised o apply
the instrument only when necessary.

But the focus need not only be on the mode of mopping-up. The
cause(s] of the liquidity overhang need 1o be addressed, Government
is seeking to maintain fiscal viability by reducing its deficil /GDP ratio
to a level consistent with the dictates of the monetary programme
targets. This 1s the challenge. The transmission mechanism linking
government fiscal defict 1o monetary expansion cannot be over-
emphasised.

Open Market Operations

Assuming that liquidity overhang can be eliminated ar reduced to the
barest minimum, as discussed above, it becomes only necessary to
check the day-to-day movement of ligudity for unnecessary growth
in the course of the year. From mid-1993; the CBN has applied OMO
as an instrument for managing liquidity on a weekly basis. This will
continte in 1995 and will be conducted largely in Treasury Bills, a
large proportion of which 18 held by the CBN., Discount Houses will
also continue to be the main intermediaries for the conduct of OMO
while they in turn will continue to engage m secondary markel
dealings with other dealers in the markel.

The operations of OMO is aimed at influencing reserves in such a way
as to maintain the desired growth path for the money supply. But the
efficacy of OMO in the control of Hquidity tn 1995 will depend to a
lurge extent on the success of interest rate management. There is need
to recognise that the non-bank public may conttnue to shy away from
increasing its holding on Treasury securities in an environment where
interest rate is fixed and substaniially negative in real terms. This
calls for cautious management of the interest rate policy.

Interest Rate Management

There is no doubt that interest rate management is a problematic area
for the authorities. When in response to macro-economic distortions
interest rates rose o uncomfortably high levels in 1992/93, authorities
justifiably saw fit to pull the rates down and fix them adminstratively
in 1994, It 1s [eared that interest rates might soar again if completely




sel free because macro-sconomic distortions, including high inflation,
still hald sway. Therefore, il sounds reasonable for now, to free
interest rates only gradually by specifying a maximum spread
between the maximum lending rate and deposil rale, pending the
emergence of the necessary conditions for total deregulation.

However, to sustain policy direction for 1995, all hands must be on

deck to remove distortions and restore macro-economuc stability, The

modalities for achieving this goal have been outlined in the fiscal and

monetary programmes in the 1995 budget -

- effective control of growth of domestic liguidity to bring down the
rate of inflation;

- ehmiration or substantial reduction of the banking system’s
financing of the Ascal deficit;

- preater synchronization of interest rates, inflation and exchange
rates to reflect macro-coomomic fandamentals; and

- application of moral suasion, effective monitering and appropriale
penalties [or non-compliance with guidelines,

Thus, as soon as the above measurvs are reasonably achieved, the
authorities could aim at progressively deregulating the interest rales
m Lthe medium o long term.  Interest rates will then become positive
in retal terms, thereby ensuring the growth of savings and investment.

Financial Sector Distress

The success of the monetary and banking policies in the 1995 Budget
depends crucally on ability of the suthorities to find solutions to the
defoults and distress in the banking system to enhance confidence,
The CBN and NDIC are working hard to address the problem. The
two institutions are being considered by Government. In the Budget,
the most cost-effective options have been identifed for dealing with
defaults and distress banks in 1995 and they include take over,
restructuring and outright liquidation of erminally distressed banks.
Recently, the issue of sanctions agamst directors, officers and
borrowers whose actions resalted in the plight of banks had been
addressed in o pew Decres with provisions that will be implemented
in 1995,

Furthermore, the CBN has continued to study the peculiar problems
of the Bnance companies. A comprehensive framework for more
effective supervision and optimal resolution of the problems of
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distressed finance companies has been designed and would be
implemented in 1995,

Conclusion

This pesper has discussed the overview of the economy and Policy
Messures in 1995 Budget for moving the economy forward. [n this
repard, some areas that need full deliberation and searchlight have
boen identified in the paper. It is therefore necessary to sesk the full
co-operation of all economic agents, notably public, private, banks
and non-bank institubons for attainment of policy objectives, In
particular, Government through its fiscal programme, is supporting
the monetary programme by ensuring that its borrowing requirement
from the banking system s strictly adhered to,

The 1995 Budget marks & welcome departure from the control
syndrome of 1994, Judged by the performance of the Budget in the
first quarter of this year, the 1995 Budget constitutes a way forward
towards economic self-reliance, sustained growih and development.
Even so, vigorous implementation cannot be over-emphasised as
much as does effective monitoring to allow for approprinte fne-
tuning in the course of Lhe fHscal year.
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Appendix F

Investment Prospects in the Petroleum Sector
Presented By Chief Dan L. Etele
Hon. Minister of Petroleum Resources

Protogols

It 15 o great pleasure to be invited to this Second Economic Summit to
address you on the Investment Prospects in the Nigerian Petroleum
Industry. This invitation could not have come at a better lime considering
the wvast mvestment opportunities in the pelroleum industry as a
consequence of Government's overall policy of divessification and
deregulation of the Nigerian economy,

The Petroleum Industry in Nigeria has undergone significant chanpges
since o1l was discovered in commercial guantity almost four decades ago.
The sector has become the mainstay of the overall Nigerian economy,
pivoting other seclors, and aceounting for aboul 90% ol the country's
foreign exchange earnings, about 20% of the Gross Domestic Product and
about B5% of Federal Government collectable reverwes. [t is, therefore,
not surprising that the industry has become very erucial to the economic
development of the country,

The increasing impaortance of this sector to the national economy aroused
Covernment's interest in the early stages of ils development and
Government eventually got involved in all the facets of the industry. As s
result of change in economic policy in favour of market-orented economy
il 5 now povernment's desire o get the private sector o actively
parlicipate in the petroleum industry.

The Structural Adjustment Programme (SAP which was introduced in
1986 1s still very much in place although with minor policy adjustments
which are regularly mviewed o ensure thal objechves of SAP are
achisved. SAP emphasises diversification. deregulation, privatisation and
markel-oriented exchange rates and pricing. The recent repeal of
Exchange Control Act of 1962 and Indigenisation Decree has created more
favourable economic enviromment for potential investors now than any
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other time, Government, apart from creating an economically conducive
environment, has introduced various fiscal incentives to encourage private

participation in all the various sectors of the petroleum industry.

To ensure continuing and orderly development of the petroleum industry,

a ;%ﬂjnlmmpﬂliq'hubunputinphm. The objectives of the policy

include:

¢ Increasing oil reserve base and productibility through vigorous
exploration and ensaring judicious exploitation of the resource;

*  Allowing for private sector participation in all the facets of the industry
through altractive fiscal measures;

*  Acquiring reasonable market shares for the crude oil and ils derivatives
and schievement of domestic refining self-sufficiency;

* Expanding the utilisation of natural gas; and

# Developing the large deposit of tar sands in the country.

With a view towards achieving these objectives, the Nigerian National
Petroleum Corporation (NNPC) became a- commercial and integral oil
company, presently with eight wholly owned subsidiaries and three
partially owned subsidiaries both in the upstream and downstream sectors
of the mndustry,

AL this stage, il i8 necessary bo go inte details about specific areas of
mvestment opportunibwes m all the subsectors of the petrolenm industry.

Wae intend to increase our crude oil reserve base from its present level of
2.5 hillion barrels to 25 billion barrels and productibility from 1.9 mullion
barrels per day (mbd) to 2.5 mbd by 1999, Government has therefore put
in place an attractive and liberal incentive package to atiract investors in
exploration and development.

A Memorandum of Understanding (MOU) was signed with the vanous ol
companies operating in Nigerla, The MOU guaranitees a profit margin of
5130 per barrel for companies that meot targets in brms of reserve
additions. Performance above set targets attract a margin of S2.50 per
barrel. Differentialed tax credits are also introduced i the MOU which
also has flexdbility to compensate for investment risks in a volatile markot.
The current MOU has beon in exdstence since 1991 and is expected Lo be
reviewed this vear o allow for farther favourable investment atmosphere
for investors,
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All thege are done in order to conlinue lo altract continuous inflow af
privale capilal investment tn the petroleam industry, Private participation
in exploration, development and production 1s therefore being encournged
to inject more capital, internalise the technology in the country and spread
the risk of operation.

Indigenous entrepreners are also being encouraged to actively participate
in the upstream sector of the industry. New blocks were made available to
many MNigerian companies in the past and some of them have even struck
ail in commercial gquanbbies. Some of these companies would like to
involve foreign partnership for technical and fnancial back-up.

With the increasing financial burden of the [V cash calls, emphasis s now
being shifted to Produchion Sharing Contract (PSC). The PSC which is
more equitable ensures that risks are balanced betwoen the partners.

Cur offshore 2one &s very prolific because of its ecologic formation, low
sea bed, and relatively calm environment. This, of course, guarantees
lower exploration costs than many other offshore zones line in the North
Sea which is very deep, and hostile, Government wil continue o malke
mare blocks available for exploration in this zone to interested parties as
has been the case in the past. A lot of invesiment opportunities also exist
for Service Companies which provide specialized services to the oil
industry in Migeria. The specialized services include seismic surveys, data
scquisition, processing and interpretation, wire logging and core analysis.

Tar Sand [Bitumen) Development

The first discovery of hydrocarbon in Nigeria in 1909 was on the tar sand
belt in the Western part of the country close to the const. Wells sunk on
the deposit produced very hesvy crude oil. However, the discovery of
light-medium oil in the Niger Delta area coused the abandonment of the
exploration of the sands. An estimate of the total deposit i about 30
billion barrels of bitumen. The development of this resource provides
ennrmous investment opportunities for core investors local, and foreign,
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Gan Development

Migeria, in some quarters is referred o as a gas province, Yet, our proven
gas reserves remain relatively small, essentially because no deliberate
scarch for gns has yet taken place, The time has come to begin a
systematic search for gas because of the tremendous opportunities for gas
business world-wide.

With the unpredictable pature of crude ol market and ncreasing
environmental awareness, world altention s now focused on gas as a fuel
of the future. Gas is expected to continue to increasingly displace crude oil
and other forms of energy in energy mix,

The Federal Government has therefore realised the need to develop the gas
industry as a means of diversifying petroleum industry base and increase
the value-added in the industry. Government s poised therefore to
increase gas utilisation of this resource through significant reduction of gas

flared which st present sccounts for 75% of gas produced.
Deliberate exploration and development of gas fields will also be
embarked upon.

To encournge increased gas production and utilisabion, nstitutional
[mmnwurkfurthemmgmnemufmhuﬂ gﬂﬂldm-nrd.funﬂuruufih

development as well as a goas pricing policy and attractive fiscal regimes
have been put in place.

The fiscal regime presenily in place for investors in the gas sector are:

(&) Gﬂ&l’mdummﬁmne
Applicable tax rate under Petroleum Profit Tax (PPT) Act to be at
the same rate as Company Tax which s corrently 35%.
Capital allowance at the rate of 20% per annum in the first four
yoars, 19% in the fifth year and the remaining 1% in the books,
- Investmenl tax credit at the current rate of 5%,
- Royalty at the rate of 7% onshore and 5% offshore.

(b} GCas Transmission and distribution:
- Capital allowance as in production phass above.
- Tax rate as in production phase.
- Tax holiday under pioneer status,
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{c) I.NGPmTect
Applicable tax rate under PPT 18 45%.
- Capital allowance {8 33% per year in the first 3 years with 1%
remaining in the books.
- Investment tax credit of 10%,
-  Royalty of 7% onshore, 5% affshore, tax deductible.

In addition to the fiscal incentives above, Government has established the
following institutions to aid and co-ordinale gas development in the
country,

* The Nigeran Gas Company - a subsidiary of the Nigerian National
Petroloum Corporation with resporwibilily for ges gathering and
transmission in the country;

* A Gas Diviston in NNPC (NAPIMS) with responsibility for oo-
ordinating gas investment and managément of government interests in
jnint venture arrangemants;

* The Migerian Liquebied Natural Gas Company (NLNG) - a Joint
Venture Company for export of LNG to Europe and America.

Thus, private investmenl opportunities exist in!

(a) Natuml Gas Pipeline Network

The Escravos - Lagos Pipeline (ELP) project with a capacity for 2073
bilbon standard cubic fest per day has been completed and in use.
Government intends to extend the pipeline to the West African Coast to
encourage jas ohlisation and exploit commercial opportunities in the
sub-region. [iscussions on finalisation of this are at an advanced stage.
Other gas pipelines are in various stages of completion. However,
multilateral funding is required for the pipeline extension. The purpose
of embarking on construction of massive pipeline network is to enhance
domestic natural pas consumption, provide cleaner fuel for the
environment and release more crude oil and petroleum products for
export. Investors wishing to sel up energy intensive industries such as
Cement Factories, lron-smelling and Foundries will have significant
cost saving on total capital expenditure, if gas 15 used as fuel

In order to forther stimulate the natural pas otilisation, there are
opportundties being opened up for the establishment of local
distributing companies who will take the gas from the transmission line
o corsumers. An example of this s the gas supply to the Lagos
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Industrial area whereby Iocal distnbutors will be required Lo supply
gas to the industry users from the cily gate.

(b) The LNG Project

The MNigerian LNG Company was commisgioned in 1989 as part of
government's strategy to reduce eliance on crude gil export earnings
through diversification within the petroleum sector, It is a joint venture
i which Government, through NNPC has 49% equity particpation.
The project - & two-train plant which will process 750 MCF/D of gas
coomsists of a gas lransmission sysiem, a gas troatment system, a
liguefachon plant, storage tanks and a loading termmnal and LNG
CATTIETE,

The plants which are expected to come on stream m 1999 will yield
about 4.6 million tons/annum of high quality LNG for export. This
volume has already been committed (o sales through signing of Sale
and Purchase agreements with compunies in Europe and the USA.
However, there is still room for expansion as there is provision for
additional three-train plants in the second phase of the project.

The project also provides business opportunities such as for pipe-
laymng, pipe coating, inspection of numerous process related activities
as well as maritime operations and civil works, to suppont the
execubion of the LNG project.

{¢}) The Butanisation Project

Plang are a-fool Lo increase domestic LPG consumption in Nigeria lo
discourage Lthe use of firewood thms redocing problems of
desertification, soil erosion and deforestation. An increase in the use of
LPG will also free crude oil and kerosene for export. We embarked on
the butanisation programme to boost LPG production, and improve ils
distribution through provision of infrastructures. A merox unil is
already in place to boest production at the Kaduna Refinery. The
construction of LPG depots in nine strategic depots across the counlry
lix ease distribution problems has been mechamcally completed excepl
for Lapgos, Calabar, Erugu and Makurdi which are over 90%
campleted.

Private Seclor mvestment is needed o acquire rollng stocks for bulk
LPG transportaltion. Investors can also engage in Lhe construction of
storage and refilling faciliies and provision of accessories - valves,
regulators, filling heads and ‘pig tail’.
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Cylinder manufacturing, installation of filling plants and retad
distribution will be left entirely to private investors as Government will
only set puidelines, provide a conducive business environment and
ensure products standardisation,

() Petrochemical Planis

The petrochemical industry perhaps more than any other sector holds
the key to development in modern world. Mo i
agricultural /or industrial development can take place withoul massive
mputs from this sector. Nigeria with abundant natural gas resources
has therefore embarked on a three-phased petrochemical plant
development. The first phase which produces Linear Alkyl Benzene,
Carbon Black and Polyproylene has already been established. The
second phase which is an Olefin-based complex is o be commussioned
this year. The third phase which is still on the drawing board is aimed
at producing advanced products of the Xylene type which will be used
for a wide range of fibres and more sophisticated plastics.

Investors are welcome in the petrochemical sector as Governmenl will
not be involved in products fabrication and project financing whach will
be left entirely in private hands. Joint Venture partners are also
welcome in the third phase as Government cannot fund the project
alone.

(e} Vehicular Fuel
Natural gas is increasingly becoming important world-wide us a better
substitute (o gasoline as vehicular fuel in view of the increasing concern
for the environment and in view of its relative cleaniiness, cheapness
and abundance: 1t can be compressed into cylinders and vsed as fuel
by bath petrol and diese} vehicles. Existing petrol and diesel can also
e converted to run on either potrol, CHNG or LPG.

A subsidiary of NNPC - the Nigerian Gas Company has carned oot a
pilot project m this regard by converting some saloon cars and diesel
engines to run on CNG.  Entrepreneurs can therefore take & cue from
this and mvest in CNG cylinder manufacturing and establish CNG
fAlling stations across the country,

{1 MrethaneMTBE Plants
In view of world-wide concern for the environment, Government has
decided to encourage the establishment of three Methanol/MTBE
plants in the country, The plants will uiilise the abundant natural gas
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resources, The first plant - a methanol project is expected to provide
2,500 tons/day at a cost of $442 million. It is a joint venture betwoen
NNPC (60%), Nigerian Investors (11%), s Consortium of

Group, KTl Mannesmann and Berge (15%) and others 34%. The
outstanding 34% has not been allocated. This is therefore inviting
interested foreign and indigenous companies to take uwp the
oulstanding equity investment

The second plant, which is a joint venture between NNPC (30%) and
Stanidard Petrochemical Group (70%), has a design capacity ol 687,000
mt/yr and 300,000 mt/yr of Methanol and MTBE respectively. The
third project proposed by Mobil is the NGL Methanol-MTBE Plant
which is expected to cost about $653 million, offers opportunities for
tnvestors o joint hands in realising those gas-based projects.

Petroleum Refining and Marketing

It has been the policy of the Government to put in place proper facilities in
the downstream sector like refining, distribution and marketing of
petroleum products so as to enhance the value-added of our petroleum
resouroes.  Presently, Migeria has four refineries with total prodoction
capacity of 445000 b/d to meet domestic consumplion estimated at
300,000 b/d leaving a spare capacity of 145,000 b/d to cater for export
demand. To ensure availability of products supply throughout Nigeria,
NNPC built about 3,000 kilometres network of pipelines covering all parts
of the country inter-connected to 17 petroleum products depots.  To
ehminate the perenmual shortages of petroleum products in the country the
construction of additional depots and connection of existing, four refineries
to each other has been completed through Pipeline Phase 11l and ready for
COmMmIsSioning.

In line with current trend world-wide whereby poblic sector participation
in profit-oriented industries is being withdrawn or reduced, the
Government intends to allow the private sector to participate in the
development of the downstream sector of the petroleum industry. To
eliminate the heavy burden of annual maintenance of the refinenes and the
depots, government in its new policy directive, is geared to lease them out
to private investors. Leasing will also lead to efficient management of
these facilibies.
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To maintain easting faclibies and encourage private sector participation tn
the refiming, distribution and marketing of petroleum products, there is a
need to maintain appropriate pricing of petroleum products.

Crude OMl Transportation by Nigera-Flagged Ovcean Going Vessels

Since the first shipment of Nigenan crude oil in 1958, oil shipments have
been done in foreign fagged vessels. The freight elements were therefore
earned by foreigners. The Nigerian crude ail sales contract provides that
abuut 50% of Lthe sales volume can be made on C&F basts. As a matter of
government policy, 8 reasonable percentage of Nigerian crude oil would
be [reighted by Nigeran-flagped vessels. Migerian Nabtional Petroleum
Corporstion, in conjunchion with the Niperion Martime Authority, s
working out the necessary details. When fully implemented, this approach
will provide another lucrative investment opportunity for our business
men in the shipping industry, provided they can present suitable tankers,
offor competitive freight rates and comply eflfectively with the various
siringent environmental regulntions in the consuming nations.

Envirenmental Protection Services

Since explorabon and production achivities commenced in this country,
thore has been many mdustral accidents involving crude oil spillage. In
addition to oil spills, other threats o the environmenl are drill cuttings
which are brought to the surfoce with drilling fuids. It is usually the
responsibility of an operator to ensure these cuttings are nol conlaminated
with ol before being dispersed into the environment, Similarly, the
drilling fuids which are composed of either fresh or sea water, with clays,
muds and various chemical sdditives must gol be contaminsted with ail

before dispasal.

The oil companies commonly require the services of experts, in addition to
inhouse staff, o train their employees regularly on oil spill prevention and
control.  Clean wp of oil spillage are also needed to complement
companies’ efforts in responding to oil spills. Local indestrialists should
consider establishing factories for the mamufacturing of the oil spill control
equipment and materials such as booms and absorbents could be easily
manufactured while dispersants could be blended from chemicals shipped
into the country., Ancillary equipment such as siorage tanks, hoses,
couplings and valves could also be manufactured locally.
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Conclusion

Ladies and gentlemen, from the above, it can be seen that there are
numeraus mvestmenl opportunities in all the various sub-sectors of the
petroleum industry in Nigera. The Government has also put in place a
vonducive business snvironment as well a5 fiscal regimes which should
attract both local and foreign investors in the industry. As we are in the
process of laying a solid foundation towards democratic rule, the economy
will surely continue to be libernlised to favour potential and penuine
investors. It is therefore our fervent hope that the industry will continue
to abttract the required capital inflow and investments lo enable Lhe
Migerian economy recover and continue on the part of buoyant growth.

| thank you most sincerely,
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Appendix G

Untapped Opportunities in Solid Mineral Resources
Development in Nigeria

By Alhaji Muhammed Kaloma Ali
Hon. Minister of Solid Minemls Development

Protocols

It is my homour and privilege to address you at the 2nd Nigerian Economic
Summit on the topic “Untapped Opportumties i the Solid Mineral
Resources Development in Nigeria®,

To say that Nigeria is endowed with abundant solid mineral resources is
stating the obvious. What is, perhaps, not so obvious is the enormous
untapped opportunities which these mineral resources offer in our socio-
econemic life.

Mining 15 one of the oldest sconomic activities in Nigeria dating back to
prehistoric times when man crudely exploited iron and clay, and perhaps
other metals, for the production of his cosmetics and has crude implements
and utensils, The early European explorers, mainly German, Spanish and
British, located and mined tin, galena gold etc, for export to theirr home
couniries.  Recorded organised exploration achivities in  Nigeria
commenced in 1903 and 194 with the inauguration of the mineral surveys
of Southern and Northern Nigeria respectively by the Secretary of State for
the Colonies. The mineral survey leams were charged with the
responsibility of andertaking the reconnaissance of the oineral resources
of the two protectorates. The principal mineral occurrences discovered by
the survey teams included lignite deposits st Asaba, lead-zinc ores at
several locations, tin and columbite in the South-east, monazite, limestones
and lead-zinc ores at Abakaliki district. Others were coal at Enugn, the
brine springs at Arufu and Awe, galena in Jos arca, iron ore depotits in
Niger and Kwara districts and marble deposits at Jakure. Mining activity
in contralled form however commenced in Nigena in 1915 with the
commuencement of production of coal at the Enugu mines,
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Prior to the discovery of petroleum, this nation was impressively sustained
by Agriculture and few solid minerals known ot the time, namely coal, tin.
columbite and gold. Coal, for example, met fully the needs of our rallway
systern and electricity supply while tin yielded substantial foreign
axchange eamnings for the nation. In addition, employment opportunities
were also offered by these minerals. The downtum in the economy of the
nalion and the introduction of the Structural Adjustment Programme
mecessitated a review of government thinking on ecomomic activities.

The result is the crystallisation of the concept of diversification of achivities
and the promotion of privatisation and commerdialisation in all aspects of
the ecomomy,

By the end of 1994, Government canvassed a private sector led economc
revival programme in solid minerals, agriculture and manufactoring
seitors as o way of diversifying the economy.

Beside the drawimng up of action plars for promotion of economic
investment aclivities in these sectors, the programme also recommended
the establishment of a separate Ministry of Solid Mineral Development, the
creation of which was subsequently announced by the Head of Slate,
Commander-in-Chief of the Armed Forces in his 1995 Annual Budget
Speech.

Improved geclogical data over the years has revealed that Nigeria is
emidowed with numerous deposits of industrial, metallic and non-metallic
minerals 45 illustrated in the following table:

From Lhe table, it can be seen that there are aboul thirty-foar minerals that
have been identified in the country. Of the thirty-four minerals listed in
this table only thirteen are being actually mined, processed and marketed.
They are conl which has a 15million tonnes per annum valued at $ib
export polential, Kaolin, Barytes, Limestong, gulu:n‘uhw Feldspar, Glass
sand, Gemstones - Hophazard), gold (in small extent), Iron Ore
Lead/Zine, Tin and its associated minerals and recently Gypsum. The
remaining 21 minerals, though in demand are untapped! The volume of

domestic trade deficit and foreign exchange losses resulting from this
deficiency is collosal.

The availability of these minerals opens up opportunities in the following
areas:
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(a) exports and use in domestic indusiries for generation of foreign
exchange and internal revenue,

(b} emergence of new industries and downstream products,

(¢} increased employment of many Nigerians particularly in the rural
areas whore the minerals are found. The mulbplier benefits to the
citizenry are enormous. In fact, the solid mjrlﬂrﬂlﬂectnrmvet]r
vasily be the largest employment sector of the economy, since mineral
deposits exist virtually in every State of the Federation.

{d) technology transfer and development.

(e} development of infrastructar, especially in rural eeess (roads,
hospitals; rail, schools and housing).

The prospects in the Solid Mineral downstream indusiry can be illustrated
with seven selected Minerals as tabulated below. From the lable, it can be
seen that local industrisl demand alone by far outsirips the level of
production and that there is therefore the need o step up production o
bridge the shortfall. This stralegy is expecled lo earn the nabion up Lo
BeE 7D per annum, which is equivalent to nearly 100 million US. dollars
in foreign exchange,
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The Table
Local
Presently | Demand
known or | for Present Value of
Estimated | Processed | Local Imported
5Mo. | Mineml | Reserve Mineral Production Mineral
1. Kiolin 2b tommes | 130,000 10,004 28 0m
Lonries Lonnes
per armum
2 Barytes | 2m Lonnies WNT20m
100,000 0,000
tonnes Lones
3 Bentonite | 1.5m peranmum | per annum | #500m
lonnes
50,000 NIL
4, Sy psum ommes i
1b tonnes | per annum
2000, 000
5, Salt 300,000 tomnes b 265m
1.5b tomnes per anfum
‘tonnes per annum
6 | Ball Clay 1,000 tormes | N3m
18,000 per anmum
Bm tonnes | bonnes
7 Feldspar perannum [ NIL Nim
25m &, 000
ionnes lonnes 0000
[PET ANALm Lonnes
PET Anmm
100,000
tonnes
[T anrim
Total B4 770 billion

The example given shove shows an estimaled foreipn exchange loss of
84770 hillion as a result of inadequate production of the minerals

indicated. The reasons for low production may be attributed to:
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(a) imadequate facilities for local production, For example production of
such minerals as Gypsum. Kaolin and Barytes is done with such
simple implements such as hoes, picks and showvels;

(b} poor interest by enirepreneurs in mining activities;

fc) inndequate attention paid tc mineral production by previous
Governments;

(d} manafacturers in most cases prefer to import rather than encourage
Iocal production of the minerals.

There are other minerals nol covered by the above examples. The trend
illustrated above will be reversed when the measures and policies now
being put in place are implemented.

Prior to the creation of the new Ministry of Solid Minerals Development,
enquiries and demands were boing made for Nigerian solid minerals,
especially coal. Since sssuming office, | have received delegations from
countries who are interested in investment in Nigerian solid minerals, To
date orders (o the tune of 15 million tonnes of coal have been received.
My Minustry s currently holding discussions and negobiations with some
multi-pational energy organisations that have expressed serious mlenbions
to invest in the production and marketing of coal.

As earlier menttoned, the current export demand for the Nigerian coal
stands at 15 million lonnes per annum. When the necessary infrastructure
is put in place and the sbandoned mines resctivated and modernised, coal
export can yield the pation about USS1 billion per annum. The high
demand for Nigerian coal is attributed 1o its low sulphur and moderate
ash conlent. In order lo increase coal production to meel the demand,
Governmenl is encoaraging private investment in the coal nduostry by
offering various ncentives incloding joint venture. The Nigeran Coal
Corparation is being reinvigorated and equipped and some of its obsolete
oquipmnent replaced to enhence increased prodoction.

The Federal Government has embarked on formulation of well-articulated
policy objectives and programmes, the implementabion of whach will aval
the nation of the enormous opportunities offered by our mineral wealth,
The focus of these programmes is Lthe development of the scolid mineral
sector with a view to improving its economic importgnee relative to other
sectors of the economy. They are also designed to facilitate [avourable
climate for foreign investors in all their ramifications, The polices and
programmes include the [ollowing:
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{a) The obselete mining Laws and Regulations are being revised to make
them more responsive to present day realities;

(b) Mining operations and activilies in the mines fislds are to be sanitised
by posting experienced and trained Mine Inspectors and operatives to
man and supervise operations in the mine felds;

(c) Appropriste measures are being put in place to ensure the nation's
soli-sufficlency in strategic industrial minerals, especially those that
are cssenbial for the survival and un-impeded growth of our
imcl ustries;

(d} Suitable incentives are being put in place o enhance production by
mineérs in the private secior, For this purpose appropriate price
mechanism is being worked out;

(o) Steps will be taken to stop illegal mining and ensure healthy and
conducive environment for operators;

(() Steps will slso be taken to stop smuggling of minerals. Measures (o
ensare this include encouragement of processing of raw minerals
locally, ln this regard, lopidiaries will be established for the polishung
and Lreatment of gem-stones and other precions metals in designated
areas, especially where these minerals are located;

(g} Small, medium and large scale investors will be encouraged to jointly
or severally explore, exploit and export solid minerals;

(h) The main thrust of government policy, in this regard, will be to
facibitate and encourage hoth foreign and local entreprenuers to make
this country selfsufficient in mineral consumption and produce
surplus for export 5o that the nation can gain m bwo ways, viz:

i, by being self-sufficient and conserving foreign exchange; and
i, surplus for export, o earn conserving foreign exchange.

() Foreign tnvestors will be encouraged and motivated by pursuing
measures which will guaranter the safety of their investments. In this
regard, joint venture options will be encouraged and pursued where
desired; there will be opportunities to repatriate profits in accordance
wilh the guidelines outlined in the 1995 Budget briefing by the Hon.
Mimster of Finance. Governmoent will implement to the letter the
repeal of the MNigerian Enterprises Promotion Decree 1989 as
announced by the Head of State, Commander-In-Chief of the Armed
Forces in his 1995 Budgel Speech,

The successful implementation of the policies and strategies enumorated
above for the development of our solid minerals resources will
immediately culminate in the realisation of the following potentials and
opportumties:

{a} Accurale dats on mineral reserves will be collated.
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(b} Our programme will encourage substantial investments in the solid
mineral sector;

() It will incroase the GDF and export earnings and thereby improve the
Nigeran economy and acceleraie economic growth. It will also
complement the ofl sector and broaden the base of the national
sconomy in a way that perhaps only the agricultural sector can do.

(d) It will create substantinl increase in the availability of industrial raw
materials and increase domestic trade in mineral products to feed
leecal incustries.

{2} Sizeable multiplier benefits will accrue from the programme which
will resull from increased employment, the multiple use of resultant
infrastructure such as roads, rallways, schools, hospitals and utilities.

(i The programme will generate and infose foreign capital and
technology as well as internationalise the minerals industry through
the altraction of the big time minerals industry nvestors around the
world.

{g) The programme will promote geo-economic equity in Nigeria since
solid minerals occur tn all parts of the country,

In conclusion, it s pertinent to commend the present Administration for
its foresight in creating the new Ministry of Solid Minerals Development
and for the restoration of the pride of place to the solid minerals sector.
The new Ministry will strive to justify the confidence reposed in it by
Government and the pation. History will undoubtedly accord a place of
homour to the Head of State, Commander-ln-Chief, General Sani Abacha,
for his foresight in establishing the new Ministry, | would wish Lo
commend the organisers of this Summst for their initiative in creating this
forum which has enabled me 10 unfold the plins and strategles of my
Ministry for the development of Solid Mineral resources of this nation.

Thank you and God bless.
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Appendix H

Feeding The People and Industry - An Agricultaral
Perspective

By Alhaji. Mubammadu H. Gambo (Jimeta)
Honourable Minister of Agricultuze
at National Economic Summit, Abuja Jnd - 6th May, 1995

Protoecols

Let me introduce this very important subject by expressing the profound
appreciation of my Ministry to the BEconomic Summit Group and the entire
Organisers of this Summit for their wise decision in choosing the topic
Feeding the People and Industry - An Agricultural Perspective, as one of
the leading issues Lo be presented at the Opening, Session of this Summit.
It shouldn’t be otherwise, given the cucal mle of agriculture in the

development process and in national security.

For countries like Nigeria, agricultural development is & necessity, if not a
pre-condition for economic development. It employs about 70 per cont of
the MNigenun labour force, provides a large and fast growing population
with food and fibre and currently contributes 38.44 per cent to the Gross
Domestic Froduct, which is mwore than the contributions of cude
petrolewm, mining and guarry, manufacturing wtlites, building and
construction, transport, communication, hotel and restaurants, Finance
and Insurance, Real Estate and Business and Housing, all put together,
Agricultural Gross Domestic Product (GDP) in real terms declined at an
anmual rate of 0.4 per cent during 1960 -70, grew al an annual rate of 1.1
per cent between 1970 and 1980 and rose to 4.38 per cent during 1980-%(0.
The performance of the sector in the recent past has been a substantial
improvement, compared to the period of the il boom.

While the oil boom of the 1970°s permilted substantial investments in
social and economic infrastructure, real appreciation of the Naira
encouraged imports of manufactured goods and food stuff at the expense
of local agricultural production and agricultural exports. These were the
conditions that preceded new policy initlatives of Government which were




designed o revamp the national economy. The impact of these indtiatives
on agricalture, espedally food production has been quile posibive,
Definitely for food crops such as yam, cassava, maise and cash crops such
as cocoa and ol palm, encouraging resulls have been obtained. While
estimates of the growth of the Agricultural sector tend to differ, because of
the variability and paucity of dats. various sources, including the World
Bank and my Ministry have estimated the growth of food production in
recent years ab 4 to 5 per cent. This performance underscores the need to
continue to pursue policies and enhance the productivity of land, make for
more effective input distribution, enhance crop storage and processing and
allow the farmer unimpeded access to market. It attests to the over-riding
importance of macro-economic polickes in inducing growth, Projections
suggest that only about 81.5 per cent of the country’s total food needs may
be meet by the year 2000, unless annual growth rate is sustained at a
minimum level of 5 per cent,  This gives credence to the targel of 7.5 per
cemt growth rate set by Government for the sector under the Economc
Recovery Programme, We must also nol lose sight of the needs of
neighbouring countries and Lhe extent of movement of grains across our
national boundanes. The growing trans-border trade in agricultural
produce is a welcome development which should be encouraged os it s
bound o create markot for Nigedan farmers and sbmulate higher
production, Muost  African countries which fed themselves al
independence and were leading exporters of several commodities have
become food-import dependent. Some now even receive food ad to be
able to [eed their populations.

The FAD has estimated nat by the year 2000, Africa should expect not
more than USHI2 billion from agrncultural exports, compared to its
anticipated food import bill of US528.7 bilhion, There must be substantal
increase in investment in agricolture and greater efforts in rural
development, if this level of food import dependency 8 10 be avoided.
Although African Heads of States had agreed o commil 25 per cont of
their national budgets to agriculture, it is not certain if they have achieved
this target. In conirast, countries such as India which have achieved a
good measure of food security and have become major exporters of
agricultural commodities, invest a high proportion of their national budget
in the rural sector, sometimes up to 30 per cent. The crucial role of
agricuftare in national security must also be stressed,  Any nation that
cannol feed itsell cannot have a stabie polity. The policy commitment of
this Administration to agricultural transformation & unequalled n the
annals of our development history. [tis indeed worthy of emulation. The
present level of resource allocation to agricolture is also & marked




departure from past trends. For the first Hme our country 8 golting ils
priorities right. [am convinced that if policy consistency 1s maintained in
the years ahead together with the strict implementalion momitoring that
has become the mark of the 1995 Budget, Nigeria will not only attain
sound (ood security, bul become u major exporter of agricultural produce
ONCE MOTe.

Agricultural Policy

Cur national policy on Agriculture places pgreat responsimbity for
agricultural development on the privale sector, with Government playing
a facilitating role. This policy commilment was given new impetus in the
1995 Budget. More recently, the Head of State, Commander-in-Chief of
the Armed Porces in his address al the inauguration of the new Federal
Executive on I6th March, 1995 gave my Ministry the policy directive lo
make the productive capacities of the Nigerian farmers transcend
subsistence production to one of commercialisalion. Dialogue with the
privale sector, such as the prosenl Semmit, the Agricultural Foram
organised by my Ministry last year and the pre-Budpet mestings of
Government with the private sector are important instrumentalities for
agricultural policy formation and for the sensitisabion of both sectors to
their respective needs and objectives,

It is appropriate at this juncture bo ask what direction Nigerian agriculture
should take in the future. No doubl, high levels of food an industrial
crops production are needed, f we are to feed ourselves adequately,
produce raw materials for industry and generate exportable surpluses to
diversify our [orelgn exchange base. In our quest for higher agricultural
production and productivity, it s necessary to improve on the use of farm
power, which i very low at the moment. It & however neither certain, nol
appropriate W adopt the “mecharsed” models of the developed countries.
The use of mtermediate technologles designed o save labour and
drudgery, improve agricaltural produectivity and reduce post-harvest
losses which presently account for up to 20 - 40 per cont Joss of some
produce musl receave special attention. In this respect, Government will
make available to Nigerian farmers, improved varigties of seeds and
seedlmgs, supenor breeds of animals, fingerling, and pesticides for crop
protection, vaccines and drugs for animal production, mechanical devices
such as aonimal drawn implements and work bulls, hand tools and
approprate farm implements at affordable costs as well as a more vinle
exlension service and improved storage facilitivs at the village level under
the Beonomic Recovery Programmie.
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Food and Nutrition

The Food and Agricultural Crganisation (FAC) of the United Nations
estimated Nigeria's per capita food supply n 1986 - 88 to be 2104 lalo
calories of energy per day compared to the world average of 2677 and
developing countries average of 2442 Nigeria's consumption of animal
products which stood st 62 kilo calories per capita per day was far less
than the developing countries average of 226 kilo calories per capita. On
the other hand, our high level of consumption of starchy foods is
unequalled, 539 kilo calories per capita per year, compared to average of
142 for developing countries during the same period.

Our minimum requirement of cereals is approximately 25 million tonmes
made up of 16 million metric tonnes for domestic consumption and 9
million for industrial use.

The growing problem of food poverty and malnutrition at the household
level call for refinement of policy, to enable the nation respond more
effectively to this danger. The major factor determuning the food poverty
at the housebold level is, of course, income, The problem which now
transcends the traditional "hungry period” i8 no longer a phonomenon
aspociated with the conventional vulnerable groups. The ad-hoc
intervention measures of the past must give way o a more permarnent
strategy. To prevent large scale distress in periods of serious food.
shoriage, we need to develop a sizeable strategic food reserve and
establish an effective sarly waming system.

Agro-Processing

The complementarity of agricultural production and industrial processing
needs o be exploited more fully, if farmers are Lo be assured of markets

and the needs of manufacturing industries for raw malerials are to be
guarantensd,

Presently, there are approximately 650 mapor apgro-allied industries in
Nigeria. They include textile industries, cotton ginneres, Hour mills, oil
mills, feed mills, leather and leather good industries tanneries, paper mills,
breweries, soft drinks, rice mills, confectioneries, tomato processing. and
timber industries. The total installed capacity for cercal processing along
i approximately 9 million metric tonnes annually. At present these
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industries operate below 30 per cent capacity, like most other industries in
the country.

The pre-SAP period ssw sevoral manufecturing companies integrating
their operations backwards through direct farming. The prevailing
economic environment which was characterised by high capital and
production costs and very low returns on fnvestment forced most of them
to scale down their operations or even close down. A viable option which
severnl manufacturing industries have taken o source thelr raw material
needs is the cutgrower scheme. Some have established effective linkages
with Producers Associations, a relationship that has proved to be mutually
beneficial to manufacturers and producers and which gives good cause for
strong government intervention in the promotion of similar rural
insltubons.

Economie Action Agenda

Let me now tumn to the key agricultural issues in the Ecomomic Action
Agenda published in July 1993 and which subsequently guided Lhe
deliberations of the Ecopomic Summit held on 14th and 15th Decomber
1993, The issues related Lo the cost of funding agricultural investments,
late armival of ferbilizer, preservabion and distribution problems and
supposedly mnadequate attention to the production of tree and cash crops,
such as rubber, cocoa and cotton. The need for appropriale government
policies and incentives to benefit the target groups was also highbighted,
while selective production of agricultural commodities on the basis of
comparative advantage was advocated.  The Action Plan abo
recommended dissemination of information and research findings to end
users, and sought government granis to privale companies Lo increase
extension services. [t called for an open policy on accessibility by private
geed companies bo now seed stock hybrids bred by public institutions, It
recommended modification of the strategic grains reserve schems, so &5 o
encourage small-scale storage units at village level and an implementation
strategy for subsidy edministration that will ensure that intended
beneficiarios are those that receive the benefit of agricultural subsidy and
that cheap tnvesiment funds are made available to investors. It advocated
modification of the Land Use Decres so as to make Local Government
approve titles to land acceptable security. 1 am quite pleased to observe
that my Ministry has given due attention. to these and other relevant
issues, a8 you can soe from the follow-up action already taken.
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National Summit on Agricultural Sector

A separate Agricultural Summil has been organised by my Mingstry, as
recommended by the Economic Summit, to deliberate on the above and
other issues peculiar to the agricultural sector which the Summit could not
examing in detail, given the special needs of the sector. The Summil made
far reaching recommendations after addressing a wide range of issucs
relating o agricultural production and investment, food and agricultural
policy stability and implementation: imports and exports in agricalture
and investment opportunities in irigated agriculture.

Agricultuml] Forum

The imperative of profitability of agricultural investment in a free
enterprise environment made the Ministry o organise the National
Agricultumal Forum on 22nd and 23rd August, 199 at Abup. The Forum
was designed to evolve a packape of incentives that would make
agriculture profilable. In the course of the two days of deliberations,
participants thoroughly examined the existing incenlives to farmers and
tnvestors in the agricultural sector and found Lthat enly a few incenhves
actually existed under legislations of general application such as pioneer
status. They found further that supposedly subsisting inconlives on lax
free importation of agricultural machinery and cerlain types of raw
materials covered under decrees 13 and 25 of 1992 expired on 3lst
December, 1993, Yel there was every need lo encourage commendal
agriculture concurrently with small-holder agriculture which had been the
centre-piece of policy, more so when the age profile of the small-scale
farmers was creating labour supply problems, The tariff concessions
included in the 1995 Budget, which include zero duty tariff rate on
Apricultural chemicals; 5 per cent tariff on all pre-mix components,
vitaming, micro minerals and antibiobic preservatives; 5 per cent tarifl rote
on agricultural machmwery/equipment; streamlining of grace penods on
lnans lo agriculture and the review of the macro policy environment
reflect povernmenl’s thoughts on the recommendations made by the
Fomam,

Collaboration with Private Seed Companies
Another issue from the Economic Action Plan which we have pursued

quite vigorously is collaboration of the Agricultural Development Projects
(ADPs) with private seed companies, We have placed the facilities of the
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ADPs at the dispasal of private seed companies, ADP farm service contres
are Lo serve as outlets for the private sector.  The ADPs and National Seed
Service are also collaborating with private seed companies i conducting
demonstration trials under farmers’ conditions, with a view to improving
the adoption by farmers of hybrid and other improved varieties praduced
by private comparnies.

Strategic Grains Reserve

The Strategic Grains Reserve Scheme is being prosecaled with renewed
vigour, with a view to enhancing our national food security. The private
sector has a very mmportant role in the Nabonal Food Security plan, given
the 85 per cent grain storage which they are, by palicy, expected Lo handle,
campared o 5 per cent by Federal Government and 10 per cent buffer
stock by State Governments, The commodity exchange programme which
has been on the drawing board for very long is now a reality, as can be
seen from the 1995 Budget. It is bound to creale wider market for
MNigertan agricullure,

Fetilizer

Fetilizer procurement and distribution 18 one of the arvas of comern
identified in the Economic Action Plan. The report of the internabional
consultants appointed by my Ministry to advise Government on the issue
of liberalisation of the fertilizer sector including privatisation, procurement
and distribution, and subsidy is receiving the attontion of Government,

Commercial Agriculture

Out of concern for the slow growth of commerdial farming in Nigenia, the
low productivity of subsistence agriculture and the needs expressed by the
private sector at the last Summit, my Mimstry recently completed & major
study designed to foster commercial agriculture in the country. The report
will be put at the disposal of investors when published. 1 beliove that this
report s timely, given the recent policy directive to promote commercial
agriculture in the country under the Economic Recovery Programme.

Accelerated Production of Industrial Crops

In order to meet the growing domestic demand for raw materials for
industrial processing and to generate exportable surpluses for foreign
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exchange, my Ministry and the National Planning Commission have
packaged 8 programme for the promotion of elght industrisl crops - il
pialm, rubber, cocoa, cashew, gum arabic, cotton, groundnut and sova
bean. Initial emphasis is on the production of sendlings and sceds of
superior quality for subsidized sale to farmers, small and large scale alike.
The implementation of the project started in 1994,

The 119 Agricultural Budget and the Economic Recovery Action Plan
Programmes

The objective of the agricultural programmes of the 1995 Budget and the

Economic Recovery Action Plan is to produce enough food and fibre to

meet our domestic needs and to generate exportable surpluses by inducing

a growth rate of about 7.5 per cent for the identified crops and livestock in

the 1995 cropping season from the present apgregete sector growth rate of

1.7 per cent. The specific areas of intervention to achieve the set target are

the following;

{a} Crops (selected arable and tree crops);

(b} Livestock (meat, milk and poultry);

(¢} Fisheries (artisanal and aquaculture);

{d) Forestry (forest production for industrial uses, and environméental
protection).

The strategy for the implementation of the 1995 budget and the Economir

Recovery Action Plan in the agricultural sector covers the following:

{a) timely supply of inputs to farmers at affordable prices;

{(b) encouraging the organised private sector and foreign investors o go
into production, The abrogation of cerain Hmiting laws already
announced by Government, {2, the Exchange Contrel Act of 1962 and
the Nigerian Enterprises Promotion Decree of 1989 as well as the new
ones put in place in the form of incentives in the 1995 budget:

{c) providing extensive publicity for the opportunities available to
farmers and investors under the programme;

{d) assigning specific production largets of crops Lo States which have the
comparative advantage for their prodoction:

(e} provision of support services through agricultural extension
information, soil and land monagement services, agricultural
insurance cover and avatlable market for produce;

(f) organising & national agricultural show in furtherance of Lhe
objectives of the Economic Recovery Programme.




The Economic Recovery Programme is private-sector led. The role of the
Ministries of Agriculture at Federal and State levels is o creste an enabling
environment for profitable private sector investment in agriculture
through the provision of inputs and other support services as well as
general planning and coordination, Monitoring and Evaluation.

| am convinced of the immense benefits with agricullure stands o gan
from this Summit. [ strongly invite the Senior executives of industry
participating in this Summit to rub minds with us during the three days of
discussion that hie ahead, so that we can work together and jomitly find
salutions to any obstacles that may still be standing against privale sector
investments in agricalture, with a view to getling the agricultural sector
moving on the firm path of suslainable growth.

I thank you for your audience.
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Appendix |

The Promotion of Small and Medium Scale Enterprises (SMES)

and Non-0il Export Drive as a Strategy for Nigeria's Economic
Development

Being a joint paper presented by the Honourable Minister of Industry, Lt
General M, B. Haladu and Admiml Isaac Areola, Honourable Minister of
Commerce and Tourism.

Promotion of Small and Medium Scale Enterprises
by Lt. General M. B, Haladu

Part I: Preamble
Protocols

It = my honour and privilege to address this eminent assembly on the
occasion of the Second Nigerian Economic Summit on this very important
topic which is "The Promotion of Small and Medium Scale Enterprises (SMEs)
and Non-Oil Export Drive as a Strategy for Nigeria's Economic Development”,
The theme s of particular relevance in view of Lthe myriad of social, political
ansd economic problems confronting our country loday and the urgent need o
articulate policies and messures that will ensure rapid and sustainable
economic development of the country, May | at this juncture commend the
organisers of this Summit for providing a [orum like this where government
functionanes and private sector operators meet Lo exchange ideas on how to
improwe the Migenian Eoonomy.

This paper will be presented by my colleague in the Federal Ministry of
Commerce & Tourism and myself in ten (10) minutes. | shall thereafter,
summuarise and draw a conclusion on the way forward for the Nigerian
econamy through commerce and mdustry. The full text of my presentation
will he distributed o you, but because of Hme constraint | will only present
the highlights of the paper,
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Part TI: Industry Presentation

Experience has shown that industrial development, in any country, provides
the brightest hope for penerating sustained growth, employment, improved
savings and investments, and indeed economic development.  Nigenia, like
other developing countries with relatively low per capita income, locks unto
m:;:;h'lahzaﬂnn to give her the qft;:ntum leap and structural transformation
w are imperative in the quest for her development. For you to appreciste
the differentials between Nigeria and dI:WIu-pederrTuntrim ;ﬂu may wish to
know that Nigera's per capita income at $3M0 is below the average for low
income economies which is $350; compared to high income economies with an
average of $21,050 the difference is staggering. Consequently, one of the most
critical development issues in Nigeria revolves around the need to design and
implement policies and sirategies for an efficiont, competitive and diversified
industrial system. This is particularly important when one considers the
country's factor endowment.

In the 1960s, MNigeria was exporting agricultursl produce like cocos,
groundmut, cotton, palm oil timber, hides and skin which are basic raw
materials for o wide range of manufactured goods, whilst manufactured
goods consumed in the economy were imported. In the 35 years of our
political independence, the contribution of manufacturing and craft to the
Gross Domestic Product (GDP) moved from 4.8% o 11%,

Within the First MNabtiornal Development FPlan period (1962 - 1968},
manufacturing indusiry was privale sectorled, based on the mmport
substitution  industrial strategy and dominated by the mulbinational
corporations (MNCs),  The period saw the then Rogional Governments
establishing Industrial Development Centres (IDCs) al Owerrl and Zaria and
industrial estates al Lagos, Port Harcourt, Kaduna and Kano. Consequently,
valued added in manufacturing and craft grew at a compoand rate of 10% per
annum, with manufacturing alone growing by 12.2%. By the end of the
decade, the contribution of manufacturing and crall to the Gross Domestic
Product (GOF) had reached 10.6%.

From the Second Mational Development Plan of 1970 - 1974 to the early 1980s,

the matn stralegies of the Industrial Policy were:

* Forcign exchange policies and trade regulation;

& [nvestment incenbives;

& Direct public sector investments; and

* Special initiatives 1o provide credit and technical assistance to small scale
industries.
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With increased revenue from petroleum, the Federal Government invested
directly in large-scale projects such as iron and steel, pulp and paper,
petroleum  refineries, cement, sugar, vehicle assembly plants and
petrochemical complexes. Government, in addibion, supported the private
sector through the granting of import license, pioneer siatus. locational
approval, and the approved user scheme. The incentives were, however,
enjoyed more by large scale industrial enterprises owned by foreign
multinationals. The contribution of the manufacturing sector to GDP grew at
an annual rate of 12%. The structural defects inherent in the industrial sector
were not made manifest until the golden era of the oil hoom came to an abrupt
end in 1982, The industrial sector sulffered a sharp decline ns foreign exchange
was no longer available to import enough raw materials, spare-parts and even
personnel. [t became obvious that the economy could not sustain the import-
dependent large scale industries. In 1986, the nation introduced the Structural
Adjustment Programme. (SAP).

Under the SAP framework, a new Industrial Policy was lounched in 1989
which de-emphasized direct government participation in industrial activities,
and gave recognition to the role of the Private Sector in the industrialization
process, For the first tme, the nation identified Small and Medium Scale
Enterprises (SMEs) as the main focus and strategy for the attainment of the
goal of economic self-reliance. Government encouraged SMEs through the
following measures:
(a) making credil available to SMEs through:
. i 5270 millbon World Bank loan for SME developmontz
ii. sotbing wup of the National Economic Recomstruchion Fund
(NERFUNDY)
ui.  Nigerian Industrial Development Bank's (NTDB) mandate expanded
to cover SMEs to complement the Nigerian Bank for Commerce and
Industry (NBCI) activities in the sub-sector;
iv. Central Bank of Nigeria (CBN) Guidelines to Commercial Banks o
allocate 20% of loanable funds Lo SMEs, and
v. setting up of the National Directorate of Employment (NDE),
Peoples Bank and Community Banks to aid cottage indusiries and
the small scale enterprises.

%  [Ecomomic Semmit



{b) training for entrepreneurship through:

i the Entrepreneurship Development,/Working-for-Yourself
Programmes (EDP/WFYF),

it. Empretec, and

iii, Industrial Training Fund (ITF).

() extension services through the Industrial Development Centres (IDCs).

(d) development of raw materials Jocally through the activities of the Raw
Materials Research and Development Council (RMEDC) and by granting
incentives to industries that vither engage in Research and Development
(K & 1) activities or source raw materigls locally.

(e} Government divested lis holding in enterprises to encourage private

(f) The Industrial Development Coordination Committes (IDCC) was set up
to speed up the granting of pre-investment approvals.

(g) the rest of the world was encouraged to invest in Migerian industry by an
active tnvestment promotion drive e.g. the International Investors Forum
held in Abuja in May, 1991; and the signing of Bilateral Investment
Promotion and Protection Agreements (IPPA).

With these encouragements, Nigeria witnessed some achievements in SME

development including:

(#) over 1000 people truined under the EDP/WFYP many of whom are active
in the manufacturing sector;

(b) presently, many of our agricultural produce and maneral resources are
being processed locally by small and medium scale industries which have
enhanced the development of indigenous technology, and

{c) SMEs currently contribute about 35% of indusinal output ie. 35% of
GDP, employ 60% of non-farm labour and account for 10% of industrial

exports.

When these achievements are compared to those recorded in the

developed and Newly Industrialising Countries of the world, Nigeran

SMEs still need to be improved upon in the following areas:

{a) information and data gathering for planning;

{b) access to and delivery of institutional credit;

(c) provision of infristructural facilities;

(d) ancillarisation and sub-contracting arrangement with cottage and large
scale industries, and

{e) contribuling to exports of manufactures.
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These challenges are being addressed through the setting up of an Industrial
Data Bank: an umbrella organisation for SME development (Small Industry
Development Agency of Nigeria), the production of an Industrial Master Plan
for the country, and the experience gained and assitance received from
international bodies such as the United Nations Indostrial Development
Organisation (UNIDO), the World Bank as well as the Nigerian membuership
of the World Association of Small and Medium Enterprises (WASME),

From what | have said, it could be seen that Small and Medium Enterprises
(SMEs) have been the catalyst in the economic development of Nigeria since
independence. With the Organised Private Sector (OPS) investments, and the
provision of an enabling environment by Government, the SME sub-sector
will continue o be the bedrock for Nigeria's sustainable economic growth and
development.

With these few comments, Your Excellency, Distinguished Ladies and
Gentlemen, [ now have the pleasure lo invite my colleague, the Honourable
Minister of Commerce and Tourism, to talk briefly on "Non-Oil Expart Drive
as a Strategy for Migeria's Economic Development”.

Owver Lo you, Admiral.
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Part Il Commerce and Tourism Presentation

Non-0il Export Drive as a Viable Strategy for Sustainable
Economic Growth
by Admiral [saac Arvola

Protoools

It is my honowr and privilege to address this eminent assembly on the
occasion of the Second Migerian Economic Summil on this very mmportant
topic "Non-0il Export Drive and the Importance of Small and Medum Scale
Enterprises in National Development”. The theme is of particular relevance in
view of the myriad of sodial, political and economic problems confronting our
nation today and the urgent need to articulate policies and measures that will
ensure rapid and sustainable economic development for Lhe nation. For an
objective and critical appraisal of the various policy options put in place by the
Federal Government aimed at diversifying the export base of the economy;, |
will briefly like to x-ray the Nigerian Economy so that government efforts can
be better appreciated and issues put in their proper foces.

Before the discovery of oil, the Nigerian economy was predominantly
agricultural providing the bulk of the foreign exchange earmngs, employment
and government revenue. The share of agriculture in the Gross Domestic
Preduct (GDF) declined from about 40 per cent in the early 70s to about 20 per
cent in 1980, while o1l accounted for 22 per cent of GDP, 81 per cent of
Government revenue and % per cenl of exporl earmings. Agricullure
therefore; remained the mainstay of the cconomy until the 70s when it was
eclipsed by the “oil boom". This era brought with it profound changes in the
Nigenan economy and with the large recepts of foreign exchange from crude
otl export, there was excessive importation of fneshed gouds, raw materals,
food and services resulting in high import ulls. [n addition o this was the
proliferation of tmport substituling manufacturing industries which depended
heavily on imported inpuls with very low local value added. This over-
dependence of the country on oil and imported inputs rendered Lhe economy
highly vulnerable to external influences. In particular, the high revenue from
crude oll export in 1974 and 1980 induced the country to embark on large
investmenl programmes. || was under these drcumstances thal the
catastrophic petroleum price fall by 60 per cent m 1986 wrought untold havoc
on the economy. Arising from the sharp fall in the price of petroleum, the
Governmenl became particularly aware of the danger of the country being so
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dependent on one commodity and introduced the Structural Adjustment
Programme (SAF).

The Structural Adjustment Programme was aimed primarily, among other
things, at diversifying the productive base of the economy, and through the
promotion of non-oil exports, reducing the excessive dependence of the
economy on crude oil as a major foreign exchange earner. The over-riding
objectives of the Federal Government through the various policy options of
SAP therefore, are to achieve economic development, healthy balance of
payments, and other gains of international trade such as specialisation, market
expansion, in-flow of foreign capital and technology as well as protection of
infant industries. As a deliberate policy, Government has articulated
measures aimed at promoting export of specially non-oil products by creating
appropriste institutions; incentives, and programmes that will focilitate the
rapid development of the export sector of the economy.

In this connection, the Nigerien Export Promotion Counal (NEPC),
established in 1976 was strengthened by the Export (Incentives and
Miscellaneous Provisions) Decree 18 of 1986 which empowers NEPC Lo
aggressively promote Nigerian non-oil exports by parbicopating in
international Trade Faire and organising Solo Exhibitions of Made-in-Nigeria
products as well as administering various export incentives:

(a) Export Development Fund - provides direct financial assistapce to Nigerian
exporiing companios 1o cover part of their initial expenses in respect of
export promobion actvities e.g. exporl marke! research, export-oriented
trace missions, etc,

{b) Expori Expansion Grani Fund - provides cash imducement to exporters of
semi-manufactured and manufactured products to enable them increase
their export and markel coverage.

{c). Export Adjustment Scheme Fund - serves as supplementary export subsidy
for companies dealing with high costs of production arising mainly from
infrastructural deficiepcies and other factors beyond the control of
exporlers,

(d) Duty Drawbeck/Suspension Scheme - provides for the refund of duties on
imported raw  materials  including  packaging materials for  the
manufacture of products destined for

(e} Pioneer Status - the provision of Industrial Development (Income Tax
Reliel]) Act of 1991 with respect to pioneer status shall apply to any
manufacturing exporter who exports at least 50 per cent of his annual
turnover.




{fl Capital Assel Deprecation Allowsnce - provides an additional annual
depreciation allowance of 51 per cent on plants and machimery to
manufacturing exporters who export at least 30 per cent of their annual
turnover provided thal the product has at least 40 per cent local raw
material content or 35 per cent local value added.

{g) Tax Relief Interest Income - designed to stimulate and encourage banks to
grant credit facilibbes to Nigerian exporters.

(h} Rediscountimg of Shori-Term Bills - makes provision for an exporter of any
product to discount bills of exchange and promissory notes with his
banks in order 1o increase his liquidity and minimise cash flow problems
belore the realisation of export proceeds from overseas exporters,

(i) Retention of Export Proceeds - this allows exporters to retain 100 por cent of
their export proceeds in Domiciliary Accounts which they must open for
that purpose with a bank in Nigeria.

(1Y Other major incentives mnclude the Export Credit Cuarantee and
Insurance Scheme Decree Mo 15.

The resultant effect of this package of incentives 15 a reduction in cost and risk
involved in export activities, the enhancement of confidence for Nigerian
pxporters o venture into hitherto unfamiliar export markets. [ am glad to
inform you of the satisfactory performance of Nigeria's export activities in the
West African sub-region and efforts sre being intensified to gain greater
markel access for Nigerian products in the world market.

Particular attention i also being devoted to the development and promotion
of Nigerian export commodities. Towards this end, the Export Commaodities
Coordinating Committee (ECCC),  an  eight-member  inter-ministerial
Committer was reconstituted. The réconstitution was based on the support
services and roles the member agencies play in the production, financing
msurance, shipmenl, marketing and quality control of export commodities.
Accordingly, the Committee encourages the formation of National
Commodity Associations and also disseminates trade information from
international commodity organisations meelings, Five such Mational
Commaodity Associations, namely, Cocoa Associntion of Migeria, Mational
Rubbur Association of Nigeris, National Palm Produce Assoclation of Nigeria,
Mational Cotten Association of Nigeria end Groundnut Assocation of
Nigeria, have been lounched. The Associations address all ssues relating to
international commodity trade such as demand and supply, quality control,
pricing, packaging, transportation, etc. They also advise Government on any
particulor commodity 1ssues requiring attention and action, This led to the
streamlining of Nigeria's commodity export trade  procedures and
documentation, enhanced orderly marketing and conduct of the trade,
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improvement in the quantity and quality of commodity exports, stabilization
of commodily prices and general increase in the income producers.

Recognising the potentials of Export Processing Zones Scheme as a powerful
economic weapon for altracting foreign industrial capital and technical know-
how, the Federal Government of Nigeria enacted the Nigerian Export
Processing Zones Decree 63 of 1992, The Decree also established the Nigeria
Export Processing Zones Authority (NEPZA) to manage, control and co-
ordinate activities within the Zones. The Stralegic adoption of the Export
Processing Zones Scheme by the Federal Government was predicated an the
substantial success the Scheme has recorded in securing foreign direct
investmenls in many nations where the Scheme has been successfully
implemented, o.g, ROC (Taiwan), Singapore, South Korea, Malaysia, Hong
Kong ele. The broad objectives of the Nigerian Export Processing Zones is
essentially to promote export-oriented industrial development, stimulate and
encourage local industries in the processing of raw and semi-finished products
as inpuls [or wms operating within the Zone by offering highly favourable
investment and brade conditions. In order to ensure the global
competitiveness of the Scheme, the Federal Government of Nigeria is
committed o the provision of the following faclities at the premier EPZ at
Calabar. These [acilibes include, among others, excellent internal road
network, uninterrupted power and water supply, efffcent digital
telecommunication system, readily available pre-built factory space and
serviced plots. This is also complemented by very generous incentives, such
as, free repalriation of foreign capital and capital apprecation al any time,
legislalive provisions pertaining to taxes, levies , duties and foreign exchangs
obligations shall not apply, rent free land at construction stage, no import and
export licences required, 100% foreign business ownership allowabls, up o
25% of production may be sold in the customs territory and freedom to
employ foreign managers and qualified personnel by Compamnies operating in
the Zones. The Export Processing Factories Scheme (EPFS) introduced in this
year's budget speech s to further diversify on the national basis, the benefits
accruable from the Export Processing Zones Scheme. ow that we are at the
threshold of completing and commissioning the Calabar EPZ, we call on this
distinguished assembly to assist in creating the necessary awareness for the
Scheme and sensitise the business community to invest in the Calabar EPZ.

In recognition of the key role Anancial mstitutions play in export promoticn,
the Federal Guvernmenl established the Nigerian Export Import Bank
(NEXIM) by Decroe 38 of 1991 as an export credit institution (o promote the
jrowth and development of Nigeria's export sub-sector. The Bank provides a
combination of credil lacihbies and export faclitabion services in support of




the realisation of the overall objective of increasing the volume and value of

Migeria's non-oil exports, Specifically, the mandate of the Bank includes:

(a) provision of credit in local currency Lo its clients in supporl of exports;

(b} establishment and management of funds connecied with exports;

(r) mamtenance of a foreign exchange revolving fund for lending to
exporters who need lo import foreign inpuls to facilitate export
production;

(d) maintenance of a trade information system in support of export business;

{0) provision of domestic credit insurance in respect of external trade, transit
trade and entreport trade;

(I} purchase and sale of foreign currency and transmission of fands Lo all
countries;

{g) provision of export credit guarantee and export credit insurance facilites
te clients; and

(h) provision of investment guarantee and insurance facilities,

The performance of the above functions and other related services by NEXIM
has greatly facilitated MNigeria's Export Trade particularly in the non-oil sector,

In recognition of the sodo-economic fmportence of tourism if properly
harnessed, ss o means of generating employment and foreign exchange, the
Federal Government has put in place the necessary statutory framework for
effective administration of the tourism industry through the promulgation of
Decree No. 81 of 1992 which established the Nigerian Tourism Development

Corporation.

The National Tourism Policy which was launched in 1990 has as its main

thrust: generating foreign exchange and employment, oncouraging even

development, promoting tourism based rural enterprises, accelerated rural-
urban (ntegration and cultural exchanges. To realise these objectives,

Government adopted the following broad strategies:

(a} encouragement of domestic and foreign private sector investment in
tourism development by putting together a package of incentives Lo
attract such investments;

(b} identification and designation of tourism centres by the three tiers of
Government for the physical planning and promotion of tourism in
collaboration with the organdsed private sector groups; and

{c) promotion of favourable tourism environment o encourage foreigners (o
visit Nigeria.




These guidelines, and policy measures have assisted in no small measure in

identifying, developing and upgrading of & number of major tourism centros
such as:

{a) The Warm Water Spring at

kogosi - Ondo State
(b} Mambilla Holiday Resort - Taraba State
(c) Intermational Youth Tourism
Centre - Plateau State
(d) Gurara Falls . Niger State
(¢} Kangimi Lake - Kaduna State
() Yankari Game Reserve - Bauchi
{g) Gorilla Sanctuary - Kanyang, Cross River State

It also facilitated the inter-nationalisation of major Nigerian festivals:

{a) The Argungu Fishing Festival - Kaebbi State
(b} Durbar Festival - Kano Siate
(e} Mmanwu Festival - Anambra State

The development of these attractions and the staging of these numercus
caltural festivals have increased the country's receipts of foreign tourists,

On the international scene, our membership of major sub-regional and
international organisations is evidence of the country's commitment to a free
market economy based on fair competition in international trade. Nigeria's
non-discriminatory posture in economic relations with all countries of the
world, is the bedrock for achieving our objective of rapid and sustamnable
economic growth and development.

The Government of Nigeria 15 fully committed and determined to provide
ample opportunities for both Nigerians and foreigners to harness the
abundant natural resources available within the country.
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Conclusion:

Ladies and Gentlemen, permit me to observe at this pont that the
performance of non-oil exports remains a far cry from the desired level
despite the impressive array of export incentives and programmes provided
by Government as enunciated in this paper.

Mon-oil export receipts showed a steady decline in our non-oil export receipts,
the major factor is the composition of our non-oil export basket, Most of the
products in this basket are essentially agricultural products and given the
unfavourable characterishes of the World Commodity Markets with low
income elssticity of demand, low price elasticity of supply, unpredictable and
wide price [uctustions, growing competition from synthetic substitutes and
adverse lerms of trade, it is not surprising that the country has recorded
declining receipts from non-oif exports since 1991, This trend hos not shown
any sign of near future reversal as the traditional markets for agricultural
maleriils are becoming more unreliable particularly with the development of
international clusters of economic cooperation commonly referred o as
trading blocs in different parts of the world, The message here is clear, the
country needs to diversify her export baskel to accommodate new and non-
traditional export products.

These notwithstanding, the Federal Government has laid a solid foundation
and created conducive nabional and international export environment for a
sustamable non-oil export trade development for the country. To realise the
Full benefits created in this sector, | urgo the organised private sector groups to
rise (o the chollenges and exploit all the opportunities that have been put in
place in order to ensure a sustainable export development and growth for the
nation.

Fart IV Conclusion - The Way Forward

In conclusion, your Excellency, Distingushed Ladies and Gentlemen, my
colleague and 1 have shown that a lot is already in place in terms of installed
capacity, manpower and infrastructural development, supporl and
encouragement by the Governmenl and the international community. The
time s now ripe [or as o actualise the potentials. For economic greatness
which had always been our objective. for the industrial sector, lot us faithfully
implement the Industrial Master Plan, and provide goods carefully made in
Migeria not only for the domestic but for the internatiomal market. For
commerce and tourism, we should mvest heavily on Export Processing Zone
(EPZ) projects and promole lotrism so as 1o lurn our economy inlo an export-




oriented one; thereby faclitating the industrial take-off of cur greal nation.
The goal will be to emancipate the economy from the debt burden and mowve it
to the path of grown and development at such a tempo that Nigeria should be
a donor country and not & borrower. The ultimate will be lo atlain the
membershup of the Organisation for Economic Cooperation and Development
(DECD) in the next 20 - 25 years. | believe we can do it

Your Excellency, Distinguished Ladies and Gentlemen, thank you for
listemuing,




Appendix |

An Economic and Moral Alternative to the Present Monetary

System
By Lawrence K. Freeman and Uwe Frieseck
Executive Intelligence Review and Schiller Institute

Protocols

For Nigerians to develop the full potentials of this well endowed nation, it is
important o examing the dynamics of the current world sconomic and
financial crisis. | will briefly highlight the most serious systemic deficiencies in
the principles guiding our monetary system. Then | will present the outlines
of an alternalive economic system premised on an axiomatically different set
af principlos.

Today, we can say with certainty that the global monetary system dominated
by the western banking capituls in the United States, the City of London, and
continental Europe, is in a state of collapse. The on-going dollar crisis is the
most serious sign of this. With the prestigious Lloyds of London now sliding
into msolvency, even the skeptics should conclude thal we are in an
unprecedented finuncial crisis. Unless substantive radical changes are made,
which deparl from the accepled assumptions underlying current monetary
policies, there will be an even more serious phase of financial disintegration in
the immediate to near term period ahead. The twentieth century model which
approximates third disinlegration phase is the 1991-1993 collapse of the
monetary and financial system of Weimar Germany. However, the most
important difference is, that unlike the period in Germany [rom 1992-1993,
when the US. was still capable as a:strong creditor to help restore Germany
with the Dawes plan, no such super-creditor exist loday that can bail out the
bankrupl global monetary system. Therefore, we are facing a much more
serious, and dangerous crisis today than we have faced al any other time in
htstory.

We have documented, that the cause for this crisis began after the death of
President john Kennedy, and especially after Awgust of 1971, when we
adopted the wrong headed policy of "decoupling” the monetary system from
the real, goods producing physical cconomy. As a result, per capita wealth
moasured in real tangible poods has been declining not just in less developed




countries, bul also in such an advanced sector country as the United States.
Simultaneously, over the roughly same period of the last 30 years, the
distinctively separate (from the real economy) set of money aggregates have
undergone a fantastic expansion in their nominal paper values. This has
brought us to the point, that the world economy today more closely resembles
& gigantic gambling casino of pure monetary speculation, rather than Lhe
progressive economy we nsed o know back in the 1950's and the sarly 1960's.

This point has been emphasized by Denmis Healey, former Chancellor of the
Exchequer of England, who said last year, that only a mere 2% of daily
financial transactions are related to the production or distnbution of goods,
and 98% is spent on financing pure specalation, and debt. French Nobel Prize
economist Maurice Allais has been warning of the same problem since 1988,
and recently Robert Leuschel of the Brussels Lambert Bank has echoed similar
concerns,  However, only Lybdon H. LaRouche Jr, the founder of our
magarine Executive Intelligence Review (EIR), has shown the willingness to
face the full magnitude of this monetary crisis. He describes it with the
following useful analogy. He compares the purely fichtious specolative
financial growth of monetary obligations to a cancer eating away al its host-
the real physical economy, which produces the wealth of society. As the
cancer grows it must consume more and more of the healthy tissue of its host
until the body dies from the spreading cancer. The analogy is accurate in that
the financial bubble of speculation depends on a small Bow of income from
the real physical economy for jts survival. So the cancerous-bubble must be
continuously fed, even to the point of eating up whatever remaining healthy
bono and Wssue that stll exists in the real economy.

Some may object that this is too harsh or insccurate description.  Not at all.
The proof of the insanily of the policies governing the monetary system today
is the explosion in derivatives, which 15 only the latest and most exotic
instrument of speculation. The face value of derivatives was at $1.1 tnllion in
1986, 1t grew to over $10 trillion in 1992, to $16 trillion in 1993, and to an
unbelievable 545 trillion by the end of 1994 for a staggering annualized growth
rate of 39%. Ower the same period of time, world steel production per capita
has been dead (lat, and per capita gain production has dropped by 1.3%.

In December of last year, this derivative bubble exploded. Il led to the
infamous multi-billion bankruptcy of Orange County, Californis, one of the
richest communities in the entire United States. A couple of months ago we
witnessed the over night demuse of Barrings Bank, ome of the oldest
established banking institutions in England, which was the result of the
inability of the bank Lo cover its 527 billion in derivative exposure. [t should
be no surprise lo anyone, that the seven leading New York based banks are




hopelessly over exposed in derivatives, and are techmically insolvent right
now, yet they are still allowed to keep their doors dpen for business.

Sandwiched between the bankruptces of Orange County and Barrings Bank
was the blowout of the Mexican economy at the end of last year, The Mexican
debl crisis rocked the global monelary system, and still remains completely
unresolved today, even as we meet here in Abuja. Because so many foolishly
praised the Mexican model as a success story for Nigeria to follow, it is
impaortant to show just how wrong they were,

Mextoo's debt in 1980 was 557 hillion, it soared to 5141 billion in 1994, and
when the so called relief package is added m, Mexico's debl now stands at
$191 billion. On closer examinabion, the "great” Mexican model shows that
during this same period when the debl increased by over 300%, the standard
of living for the Mexican population went in the opposite direction, as shown
in these Agures: per household bean production dropped 37%, milk by 22%,
stee] by 27%. Overall production of consumer goods dropped by 20%, and
producer goods by 27%. In 1988 came the Beady Plan, which under the cover
of "debt relief” imposed the following measures on Mexico:

a) total central bank sulonomy; b) unrestricted opening o foreign banking
and financial activities; c) elimination of all tariffs; d} full convertibility of local
currencies with the US. dollar and e) massive privatization fre-sales of
national assets.

The result of the Brady Plan was a worsening of the nsis, which resulled in a
40% increase in Mexico's debl. Do you still want to listen to the so called
experts when it comes to Nigeria after you have looked at their record in
Mexico? Even loday some shill foolishly maintain that Mexico is on ils way Lo
recovery while in reality the physical economy is shrinking, unemployment is
rising, and the standard of living for all but the wealthiest is being driven
down further.

Russin i8 another example of the devastating failure of the International
Monetary Fund's (IMF) Structural Adjusiment Programs (SAPs). In 1992 the
Yeltsin/Caidar government brought in Harvard “whiz kid*® Jeffrey Sachs to
teach the Russians the wonders of weslern capitalism with his "shock therapy®
policy. The result several years later is a complete disaster. |n January 1982
the ruble was at 70 to 1 US dollar, in 194 il was devalued to 2000 rubles to 1
dollar, and now it is 5000 to 1. Productive capacity has decreased 60% over
the last five years, and industrial production s less than 50% of what it was in
19890 Light industry has collapsed to 20% of 1989 levels, According to Russia
government figures, half the population lives at or below the poverty level




and life expectancy for males has dropped from 63.8 years in 1990 to 58.9 in
1994. Infant mortality has more than doubled in four years, from 14 death per
1,000 births in 1990 to 30 per 1,000 in 1994, Russia definitely suffered the
shock, but never experienced the therapy.

Total African debt in 1980-83 was between $20-140 billion, and in 1994-95 it is
approximately 5300 billlon. During this fifteen year period between 510-20
billion a year was extracted for debl service, totaling approximately $300
billion for that period. If one adds to this the loss of money due to unfair
balance of trade; and Bight capital, the almost $500 billion was taken out of the
African continent during this period, No amounl of humanitarian aid can
make up for thisl To show just one affect of this massive debt burden on the
conbinent's population:  African countries pay four bimes as much in debt
service than they do on health care for their over 600 million people, who
desperately need these life saving services.

Nigeria 5 suffering loday primarily because of the liberalization programs
that were forced upon the Migerlan economy ss "conditionalities” for IMF
approval of new loans. Under the rubric of "free trade™ Nigeria was ordered
to:  deregulate the banking sector; deregulate the corrency-the Naira;
deregulate interesl rates; remove protective tariffs; and accept lower wage
levels. From 1986 - 1993 these IMF "dikists" together with systematic efforis to
prevent the development of large scale infrastruciure, and the denial of the
right to new technologies have adversely affected the Nigerian economy in the
extreme.

As one should have expected, il was exactly the same period of time, that
Nigeria found ttsell hopelessly indebled to these same fnancial institutions,
the very ones which were prescribing whal "was best" for the Nigerian
economy. Migeria's debt reached over 57 billion by 1980, which then increased
by over 400% during that decade to 530 billion today, despite having paid off
over S10 billion. IMF math is unigue: in 15 years you start off owing 7 billion,
you pay over $10 billion, and you end up owing 530 billion.
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Ladies and Gentlemen:

There is just no country during Lhe last 15 to 20 years, where the application of
IMF/Waorld Bank Structural Adjustment Programs have led to the
advancement of the physical economy or an improvement of the standard of
living of the population. Thise policies only adjusted the people's stomachs to
bunger and ther bodies to disease. Whether this was ill-advised or ill-
intentioned, we can debate. Bul the sad stabe espedially of the economies of
Alrica today reminds us of Shakespeare and the Merchant of Venice, where
ﬁhﬂ?ﬁwhﬁ!hmmmtﬁ'ﬂm the debtor, even if it 1 Lhe "pound of

As long as Nigeria is strangulated by the injustices of the world economac
system, and continues to be 8 victim of so called free-trading arrangements,
whereby it 15 forced to sell its raw material at ever lowest prices and to buy
machinery, spare parts, and other necessary import goods al ever increasing
prices, there is no way oul of the crisis, and no possibility Fm*ren.l
development of the Nigerian economy.

But the world monetary system is collapsing and there are only two
foreseeable alternatives. Either Governments, especially of the G-7 nations
find political wisdom to put the Bretton Woods system through orderly
bankruptcy morganization, including messures o stop speculation, and
instead promote repid development of production of physical wealth around
the globe, or we will see ever deeper disintegration and chacs of the world
economy. This would uproot the political stability of regrons of the world
even further, and lead to many more violent mulitary conflicts than we are
already witnessing.

Thus faced with a dramatic crisis, can't we at least have enough courage Lo
say, that the principles ruling our present economic and monetary sysiem
might be flawed? | gay yes, we can face Lhis tragedy, and find a solution to the
arisis. Recently we have beard a growing number of voices asking for a
review of existing monotary arrangements. This includes Japanese Finance
and who, after the recenl events feel very much vindicaled.

Measures for a reform of the world economy must include:

1. Global bankriptcy rearganization, freczing of the existing debl structure
{currently about $2 trillion in 3rd world and former eastbloc nations debt).
Sorting out the legitimate from the {llegitimate debis, significant debt write
offs, and conversion of the rest into new, long term paper. Resumption of
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payments only alter effective economic recovery of debtor nations has
occurred,

2 Creabior, of mational banks modeled afler the effective national bank
established by the first Secelary of the Treasury for the United States,
Alexander Hamilton, These "Hamiltonian" national banks are Lo supersede
central banking nationally, and internatonally ss instruments for
organizing comprehensive currency  reforms, and new credit for
production and development.

3. New growth in the physical economy through investment in large scale
hard infrastructure projects across continents; iLe. modern high speed mail
lines linking Western Europe with Russia and along the old Silk Route with
Ceniral Asin and China; linking the Middle East and Africa to such rail
systems, and developing west-east and north-south modern mil links
throughout the African continent. Development of water resources for
transport, irrigation and energy production; ie. tapping the resources of
the Zaire River for regeneration of Lake Chad.

4. Massive technology transfer from the advanced sector to the developing
sector, including peaceful application of nuclear techmology.

5, Re-regulation of the world trading system to guarantee especially a just
price for raw materials and a parity price for agricultural products,

The "New Just World Economic Order” must be based on respect for the
sovereignty of the nation state. Every nation must have the right to have
access to science and lechnology, which it sees necessary for development.

It should be properly understood that the sovereign nation state has ultimate
responsibility for the welfare of its population, and intervenes to protect and
foster the growth of family houscholds. Economics properly understood is the
continuous generabion, transmission and assimilabion of new

which demonstratively increases the per capita wealth of society, the ]mtg-nwty
of life itself and the total members of the population living in that society.
Thuis, the responsibility for the welfare of the successful survival of all future
generations lies uniquely within the domain of the nation state. A community
of such sovereign nation states which, agree on their common concerns for
development of their respective citizens will be &8 more effective instrument of
policy than any of the existing international agencies.

It will be rightly argued thal Migeria needs an economic policy right now,
before theose global changes come into effect. The following should not be
misunderstood as undue outside advice, but as a contrbution to the fruitful
debate about Nigera's econamic policy, that this administration has initiated
with the 1994 budget.

213 Eoonomic Sammil



1. The development of Nigeria's industry and agriculture must be protected
through appropriate tariffs. The key to development is the real growth of
the internal market, not export orfentation at all cosis.

2 Nigerin must control, and regulate its currency exchange rate and capital
flow.

3. Nigeria should negotiste with the TMF/Waorld Bank, and its creditors from
a position of strength, demand a full review of the legiimacy of the debts,
and reschedule significanily lower debl payments 1o make more resources
available for internal development, e, through in increase of funding o
the Petroleum: Trust Fund.

4. Build up of hard infrastructure with modern technology in railways, water
management, roads and energy production. Discuss a plan of 10 to 20 such
national priority projects, including m particolar a new, modern railway
System.

5. The level of education and health must be brought back to the standards
known in Nigeria 15 to 20 years ago, New science and technology centres
should be built.

6. Agricullure needs a parity price support system to increase produchivity
and oulpul and reduce the damaging role of the middle men.

7. Public sector investments in infrastrocture will be the locomotive for the
developmenl of private industry and mamufacture, which should
mtmhuhﬁglf be oriented towards the internal Nigerian and regional African
miarket.

8. Tight budgetary control should guarantee the prudent application of
financial resources to the national pricrities. Incentives should be given to
repatriate foreign wealth of Nigeran citizens.

We caubion against too quickly rushing to emulate the model of the Asian
Tigers. While several of these countries might appear to show modest
improvement in their economices, the reality is quite different. Il & brue that
there has been some improvement in their hghl consumer goods industries,
bul one of the primary altractions of these countries has been Lheir cheap
labour, and an open door (o the infllux of speculative capital including billions
of dollars in dertvatives. With the notable exception of Talwan, very liktle
investmonl has found its way into Lhe area of capital goods produchon and
infrastructure, which are the primary ingredients for increasing the
productivity of such agricultural dnminn!.ed BCOnOmies.

We emphasize here again, that state directed investment m hard infrastructare
projects, which increase the availability of usable water, power and
lransportation per capita, per household and per land area’ are primary, and
represent Lhe only pathway for developing countries to progress to the pre-
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1964 level of the modern agro-industrial nation state. When a country has a
large percentage of 18 labour furce mvalved in relatively tnefficdent methods
of farming, the only way o substantially increase productivity, measured In
yield per hectare, is through investment in the largeted arcas that we have
identified. Over time, progress is made evident by slight, but significant shifts
in employment from the rural-agricaltural sector, which lo date the Asian
Tigers have failed to sccomplish,

Ladies and Gentlemen:

Nigeria should raise its voice and join the growing choras around the world to
demand the flundamental reforms for a "Mew Just World Economic Crder.”
Because, this is as much a fight for freedom and inalienable rights of all men
loday, s MNigeria's enduring fight for freedom and against apartheid in South
African was ontil 1993, At the same time Nigeria must protect ils own
ecomomy and chart a course of economic development to reach full
indusirialization and modern stendards of agricullural production in the
decades to come. This course of action is also the precondition for establishing
meaningful, constitutional republican forms of democracy. Simply pul. there
cannot be democracy if we attach any significant meaning to the term, unless
we have a process of economic development, which reaches into the pores of
every village.

The axioms of such & new economic eystem are already well established in
natural law. Since political economies organized as commonwealth exist for
the successful propegation of the human species at gqualitatively and
quantitatively higher levels of existence, and this is only possible by creating a
culture thal concentrates on the nurturing of the innate creative potential of
each newborn child, then the correct economic policy is obvious. We support
those policies that help each individual to realize those divinely bestowed
higher human qualities, that make each life sacred. Likewise any economic
policy which leads bo unnecessary loss of life, or otherwise harms, degrades,
or causes needless suffering to any individual must be rejected as antithetical
lo the interests of the human race. We care nothing for so called market forces
or free trade gobbledygook since the implementation of these ideclogies have
consistently failed to develop any nation or to help improve the well being of
any people.

We should now proceed to embrace these NEW IDEAS, which we know with
scientific certainty will finally lift up the African continent and enable its over
600 million people to mgain their respect, dignity and justice that has
herelofore been stolen from them. Lat the great continent of Africa, with
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Migeria at ils helm enter the twenty first century as an equal to the rest of the
world, Finally, let us all support those prolound and beautiful words writlen
by Pape Paul V1 back in 1967, "Let the new name for peace be development.”

Thank you for giving me your lime Lhis morning.
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Appendix K

Nigeria's Current Economic Reform Program: A Good Start on
a Long Road

By Thomas Hutcheson, World Bank, Lagos and

Gianni Zanin, World Bank, Washington DC, USA

Protocols
Introduction

We are grateful for this opportunity to share our visws with this distinguished
group of Nigeran and international stakeholders in the growth and social
development of Nigeria at this Second Nigeran Economic Summul.

The World Bank and Migeria have been partmers in development for over
forty years. The World Bank has supported Nigeria's economic development
through investmenl project lending, technical assistance, economic and sector
analytical work and policy dialogue. It has financed a large array of
tnvestment projects and in the second half of the 1980s extended two loans in
support of Nigeria's structural adjustment program.

There is a clear relaHonship between the success and sustaimability of
invesiment projects and good economic and sector policies. Consequently, as
reforms under the structural adjustment program faltered and large budget
doficts emerged, World Bank lending sssistance o Nigeria had decreased
since 1990, with no new adjustment pperations and fewer propcts. The
macroeconomic indiscipling led to prediclable results: soaring inflation and a
fall in the value of the Naira.

As you may recall, the last half of 1990 and the frst hall of 1991 saw a mini-oil
boom duoe lo the Gulf-war crisis. Although short-lived. that mini-oil boom
raised government revenues and government expenditures. When it fizzled
away, bringing revenues down o the pre-1990 levels, oxpenditure kepl
climbing, with most of them taking place off-budget. The Nigerian sconomy
began experiencing large and growing fiscal deficit, mostly financed by
inflationary borrowing from the Central Bank. The resulls were predictable:
high mflabon and strong downward pressures on the external value of the
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Maira. Thus, lack of transparency and fiscal indiscipline had to be added to
the list of economic ills, in addition to the unresolved structural problems of
the late 19808, such as a growing bank distress, & bloated and inefficient public
sdministration and the persistence of large rent-seeking opportunities m the
economy induced by government's intervention in the foreign exchange and
credil markets, and larpe subsidies.

In 1994, instead of tackling the causes of the mounting economic crisis, Migeria
attempled to suppress its symptoms by insisting that all foreign exchange
transactions be made ot an increasingly overvalued official exchange rate,
selting up committees to ration the artificially created scarcity, and capping
interest rates significantly below prevailing inflation levels. Following the
patiern of the previous three years, Nigeria ended the year with a large budget
deficit, mostly fnanced through recourse to credit from the Central Bank
(CBN). Off-budget expenditures, funded from both diverted oil revenues and
the printing press, continued, Clearly, the economic policy framework of
recent years did nol provide an environment condocive to prowth and
developmont,

Newvertheless, a small "core” lending program from the World Bank is on-
going, focused on poverty alleviation, with a number of projects in health,
education and nutrition under preparation. In the meanwhile, the current
portiolio of 32 projects is being actively implemented - supporting investment
in health, education, agriculture, water, roads and the environment. In FY%4
(which ended last june), the Bank disbursed $353 million to Nigeria. In the
past nine months of FY95 (July 1, 1994 to end-March 1995) the Bank has
disbursed $207 million. The undisbursed balance of our portfolio now stands
at $1.7 billion.

We would like to emphasize that the World Bank, far from abandoning
Migeria, intensified the policy dialogue with the Government and attempted to
reach oulside the narrow circle of officaldom in an effort to help rebuild a
broad consensus for a renewed reform program. This dialogue with the
policymakers and the opinion makers was backed up by extensive analytical
work, covering both macroeconomic and sectoral issues,

The 1595 Economic Policy Package

The policy pockage announced last January, and currently under
implementation, contains a number of positive measures. We have been
greatly encouraged by the prospect of & small deficit or even a fiscal surplus,
by the re-sstablishment of an autonomous foreign exchange market for all
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excepl government and public sector debt service transactions, by the sale of
foreign exchange by the Central Bank al market rotes, by o more liberal
environment for foreign mvestors, and by the ttenbion of tuming over the
management of some public enterprises Lo privale operators.

MNoverthelegs, the new budget offered no progress in other equally important
areas. [t mainlained negative real interest rates and an overvalued official
prchange rale, emphasized public investment at the expense of mamtenance,
called for a suspension of the privatization program and reaffirmed the pasi
failed policy of commercialization for key public enlerprises. Moreover, only
modest progress has been aclieved so far on improving fiscal transparency
and accountability.

Although it is clearly too early for an evaluation of budget implementation, we
are much encouraged by the government's announcement that a cash surplus
has been achieved in its fiscal accounts in the first quarter althoagh this needs
to be interpreted with caution and by anecdotal, but visible, signs - a stable
market exchange rate and o much reduced rate of inflabion - that
macrocconomic stabilization may be in sight. The Government deserves much
praise for these early achievements, It remains our hope that they will be
sustained in the coming months.

The Reform Agenda

The reform agenda for both the short und medium term, however, remaimns
large and daunting. To be frank, a shadow still hangs over the sustainability
of the current tight fiscal policy, as the reported budget surplus has been
achieved in part by deferring work or payments for work already executed,
rather than redefining expenditure priorities and eliminating wasteful projects
and programs, Clearly, the credibility of the current stabilization effort would
be greatly helped by both a deep restructering of the public expenditure

to match budgeted with attual allocations and full disclosure of all
outstancing liabilities, ongoing commitments and actual revenue and
expenditure lows.

This brings us to the next point of the remaining, unfinished reform agenda, as
wo perceive il Transparency and accountability are not only important on
moral grounds, bul are crucial to the credibility of government policies and,
consequently, o growth and the ability lo altract foreign support.  If
expectabions by market participants were to fall in line with official policy
targets and official expectations of economic and Anancal performance, the
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synergy of trust and common expectabdons would provide a powerful boost
for a resumption of growth.

Since 1990, markedly increased off-budget spending and fnancing of non-
viable investment projects out of the public eye have eroded fiscal and
monetary discipline and have biased public expenditures away from the social
seclors. To convincingly address the issue of transparency, the Government's
staled pood mlenbons need to be followed by publiczing comprehensive,
detailed and consistent information on actual economic performance, such as
on balance of payments, petraleum production, exports and prices, monelary
ageregotes, fiscal fows, operations of the Special Petroleum Trust Fund, and
uses of the one-line "first charges" by the state oil company and the Central
Bank for special projects and programs, which up till now appear to be a de
facto conbinuation of the old dedication accounts.

A related necessary reform has to be rationalization of the public expenditure
program, Following many years of neglect of the maintenance of existing
public assets and deterioration in the efficiency of a demoralized, overstaffed
and poorly paid civil service, priorities for public expenditures ought to be on
recurrent expenditures, rather than on capital projects, subsidies that do not
reach the intended beneficiaries and investments n commercial veéntures,
Similarly, sectoral priorities need rethinking of the goal of helping the
economy grow and reducing poverty is o be achieved:  bealth, education,
basic infrastructure and secarity of life and property should become the
overarching  prionibes for the public sector. The alternative, especially
combimaing the public sector’s mvolvemenl in commercial ventores better laft
to the private sector, 18 apparent for all to see: declining quality of education
and health care, unreliable power supply, and even a petrochemical plant
exploding belore commissioning.

The new leasing policy for 1995 represents in our view a step backward from
the varlier policy of privalizabion. For all enterprises in competitive, or
potentially competitive sectors, [ull privatization {either immediately or after
some restructuring) or liguidabon 8 more appropriate.  While leasing
contracts may coniribute o improving the management of some [irms,
privatization remaims the best way for government lo shed the burden of
financing necessary rebabilitation and expansion plans. Mareover, bringing
private sector participation lo major enterprises such as the electric power and
telecommunications utilities, and the mailways, s the roule oul of the present
predicament, rather than the reaffirmabion commercialization plans, which
have failed n the past.
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In the last eight years, the government has taken substantial steps to
encourage efficent private sector development It has simplified the
regulatory environment for private investment, reduced limitations on foreign
investment, and introduced a debt equity conversion program. In the 1995
budget, the government has announced its intention to remove all remaining
regulatory obstacles in the investment ond foreign exchange laws and
regulations. That the government s proceeding in close consultation with the
private sector on the new laws is & welcome development, which, should it
become a habit and spread to other sectors, may threaten many World Bank
careers (possibly including ours) as economic advisers. MNevertheless, major
constrainks to privale sector development remain unaddressed. These include
deep-seated mismanagement at all levels of the public service and the erratic
provision of cribdcal infrastructure  services, such a5 power and
telecommunications.  Regarding macroeconomic policies, the continued
control of interest rates provides the wrong signal to private sector investors,
in addition o impairing the Central Bank's ability to control credit
developments through indirect monetary instruments.

In the end, the real test of the presence of lack of an "enabling environment"
for private sector development will not be any organized group's or the World
Bank's blessing, bul the degree of return of flight capital. Only when
Nigerians themselves begin voting for Nigeria with their foreign checkbooks
can new foreign investors in substantial numbers be lured to the country. In
this light, we hope thal the new laws will facilitate the return of Nigerian
financial capital kept abroad and not be aimed purely at foreign investors.
Along the reform path, the opening of the capital account ought to be
considered (meaning the granting of complets freedom for Nigerians to vote
with their checkbooks on the Government's economic policies),

In the last 1980s and early 199%0s, the government had initiated a fairly broad-
bused program of reforms for financial deregulstion encompassing interest
rates, sectoral allocation of credit, the phasing-in of open market operations
and new legislation, which led to the adoption of Basle standards for new
prudential guidelines, and lo stricter supervision and provisioning
requirements. The 1995 budget maintains the previous year's caps on interest
rates, at levels which are well below markat-clearing rates and negative in real
terms, given the most recent inflation estimales and the strong inflationary
expectations still present in the sconomy, The liberalization of interest rates,
lo assure real positive levels that would encourage savings and sound
financial intermediation, remains an important item on the reform agenda.
Credit ceilings have recently beem phased out, but sectoral allocation
guidelines remain. One could argue that, since these guidelines are routinely




circumvented, there i no need to make an issue out of it. Bat the recenl
commumgueé of 8 seminar orgamzed by the Institute of Chartered
Accountants recommends the application of a very important principle: do
not enact laws or guidelines that cannot be enforced and will not be obeyed.
That, by the way, is a principle with applications to foreign exchange and
interest rate policy as well!

Within the banking system, new entranis aiming to secure foreign exchange
allocations from CBN at preferential rates mushroomed in the late 1980s,
facilitated by low capital requirements. For a number of years, a froe entry
policy has nol been balanced by an exit policy Lo ensure that only strong banks
remain tn business. Consequently, according to the most recent official public
statements, fnancial distress has becoms widespread.  Even so, the
Government has taken limited actions towards -a few small banks with non-
performing loans and the eventual fate of the large number of distrossed and
problem banks remain unclear. The regulatory authorities need the support
from both the political leadership and the private sector to adopt and
imploment a comprehensive strategy for distress resolution.

Let us now turn to probably the hottest topic of discussion last year, and stil
the number one topic of interest to most Nigerians: the exchange rate regline,
In March 1992, the government adjusted the official exchange rate to within a
small margin of the market rate, Subsequently, however, expanding fscal
deficil, monetury expansion and inflation intensified, pushing up the market
rite, but without adequate adjustmoents in the official rate. As a resull, by
Decomber 1994, the spread between the official and market exchange rates had
widened to around UK per cenl.

The lLiberalization of the autonomous foreign exchange markel, the
abolishment of administrative ratiorung of forex sold by the Central Bank Lo
the private sector at the official rate are major welcome developments.
However, we remain concerned sbout the maintenance of a dual exchange
rate system. Allhough the official rate is o be limited only to the Federal
Government's transactions with Lthe Ceniral Banl, it s likely to exacerbate the
bias within government's agencies in favour of imports and offers potential for
abuse as it leaves Lhe door open to lobbies for special allocations at the
Government's- discretion.  What MNigena needs 18 a competitive, unified,
market-determined rate,

Fimally, we must add that a necessary element of uny reform packige is
consistency and sieady progress in both macroeconomic and structural
policies. Nigeria has experimented many times with a special kand of policy
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changs: two steps forward und one step back (and, al Hmes, one step forward
and two steps back), A repelition of this pattern of policy reform, as would be
the case this year if the reported plans to re-nationalize (or for the government
Lt re-acguire effective control of) the privatized federal banks pan oul, would
do mmense damage to the Government's credibility at home and abroad. If
problems have arisen in the specific case of the privatized banks, then they
should be addressed with appropriate actions by the regulatory authorities.

Medinm-Term Qutiook

For equitable growth after stabilization, Nigeria needs to rely on her resilion
and dynamic private sector, and to put in place the conditons that would
hennp its mind and its energy off the chasing alter rents. The list (s nol long;
Good macroeconomic and sectoral economic policies;
Good public administration;
Foverty-alleviation programs;
Foreign and domestic investment;
- Acvess to international credit markets;
- Debt relief and /or concessional lending terms.

To re-open the door to concrete support from the domestic private sector and
from international investors, lenders, creditors and donors, Nigeria needs
subsiantial improvement in both the policy environment and the efficency of
the public administration. These are good things on their own, and Nigeria
should certainly not relent from pumswing s domeste reform  effort,
repgardless of the response from abroad. Bul, as the last five years have clearly
shown, it will prove fruitiess Lo court internabional support on Lhe basis of a
half-hearted domestic policy effort.

Necessary step along the way is an agreement with Bretton Woods institutions
on a Mediom-Term Program, as this is the [ormal requiremenl [or the
resumption of fnencial support from mulblateral agencies and  creditor
countries for all developing countres.

Positive first steps have already been taken this year, bul more noeds o be
done. In the meantime, the policy dialogue with the Bretton Woods
institutions will continue. The IMF is expected to send a mission soon for
routine Article [V consullations. The World Bank is planning an economic
mission for late june bo discuss the issues raised in a Bank report on public
expenditures. I the Government has completed s internal preparalory work
on a Medium-Term Program and will put it on the agenda, we will be glad to
lake it om,




Formalization of @ Medium-Term Program, however, will require not anly
agreemenl on its content, but will require some upfront actions that will
demonstrate Nigeria's determination to move in the agreed direction and a
satisfactory track record in mecroeconomic  stabilization and in  the
implementation of other policies announced [ast January, such as the new
investment regulabions, Only after such a policy framework is formalized
(that is, endomed by the Boards of both Bretton Woods institutions) will the
world Bank be able to extend further its support to Nigeria.

Conclusion

Let us conclude with a praise to the organizers and sponsors {insade and
outside Government) of this and of the Fust Economic Summit for the
impressive talent that they have manaped to assemble (and re-assemble) in the
search for a distinctive Migerian way for economic and social development,
Since the first Economic Summit, Nigeris has had already st hand a strong,
bold, home-grown economic reform program, the Economic Action

that set out a vision and a pace for reform that, if adopied and faithfully
implemented, would have propelled Nigera tnto the ranks of the [asl-growing
developing economees and o the status of an example for the rest of the
developing world. Nigeria cannot and should not wasie this second
opporturuty that the current gathering offers. With an updated Economic
Action Agenda, it is time for Nigeria to reclaim its place i the world
economy. The World Bank is hore to help you in that endeavour,




Appendix L

Maintaining Ol Exports
By Mr. Neil Blackburn, Mobil Producing Unlimited

Protocols

| wanl lo firsl express my appreciation for the opportunity o address this
pathwring. The title of my address & “Major Issues In The Lipstreom
Industry®. Since crude oil plays such an important role i the national
economy, lhe lopic is very relevant Lo the government's and private
sector's quest for a bealthy sustainable growth of Nigeria's upstream
sector, which in turm can be instrumental in bringing Nigeria to its rightful
position in the world economy.

The major issues | will address are:

s Funding of the upstream Joint Venture (JV)
» [ncentives for Investment

= Operational Efficiency

= Communily Relations

= MNational Gas Policy

Bufore | get into these five major issues, let me starl with a brief overview
of the upstream sector of Nigeria's petroleum industry.

There are six major players in the industry:  Shell, Mobil, Chevron, Agip,
EIl and Texaco which serve as operators of joint ventures with NNPC.
The Federal Government is represented by the NIWPC as senior partner Lo

Lthese major operalors,

Those six ventures account for about 97 per cenl of Nigeria's cude oil
production and 90 per cent of foreign exchange earnings.

Each joinl venture (JV) operates under a Joint Operaling Agreement (JOA)
with the MNPC and a Memorandem of Understanding (MOLT) wilh the
Federal Government. The JOA governs the administrative relations
betwoeen the partners, including: budget approvals and supervision, crude
lifting and sale by the partners in proportion to equity; and the funding of
poant operations. The MOU provides an overall structure for aliocating oil




income among the partners, including payment of taxes and royalties as
well as the industry profit margin, Although somewhat unique in the
international arena, the MOU has served Nigeria well. The industry has
grown since the inception of the MOU in 1986, It is a classic example of a
fiscal policy that has worked.

However, since 1993 the industry has been in a decline which has now
reached a crisis stage, Now | would like to review the major ssues and
offer a few ideas that will get the industry back on track and contribute to
a continuous growth of the Nigerian economy.

Major Factors Impacting the Industry

1. Funding the Joint Ventures
Confidence in the funding process for [V operations is essential o the
well-being of the industry and the attainment of Migeria's petroleum
sector goals, A credible funding program promotes confidence and a
favourable climate for investment. Sporadic or inconsistent funding,
however, creates uncertainty that discourages mvestment needed not
only for maintenance but for planned and achievable expansion.

The government’s funding obligation to the JV operations had been
rising with the country’s stated goals of expanding production
capacity o 2.5 million barrels of il per day and attaining 25 billion
barrels of oil reserves by 1998, However, by the end of 19M, §1.1
billion expenditures had been mcurred by the industry on behalf of
NNPC in accordance with agreed programmes in pursuing the
country's poals for which no payments had been received. This
funding short-fall developed largely over the previous two years and
resulted in & marked decrease in industry activity, seriously
threateming the country’s poals on reserves and production.

In the context of the recent budget. the governmenl s making an
effort lo pay off past funding short-falls and {s near current on 1995
funding obligations. However, untimely and inconsistent payments,
which the industry had earlier experienced this year, serve lo dampen
optimism for the new funding initintive.

There are, however, several options thal the government could take to
establish confidence in the funding process. The easiest way would
be to permit operators to lift crode production o cover [V
axpenditures in accordance with approved budgets and terms: of the




present JOA - Simply implement the eéxisting agreement. This can be

done with assurance that government will receive full value of crude

sold on its behalf by the operators. Yet another way would be for the

povernment to establislh dodicated NNPC/ industry escrow accounts

Lnrfuﬂ procesds from which NNPC's share of [V expenditures would
o funded.

In addition, ways should be sought to reduce the upfront financing
burden for government share of development projects through third
party linancing. We believe such financing could be secured and
servid Lhrough arrangements which include an entitlement to equity
crude after production starts,

Farther b improving the procedure by which NNPC pays its share of
IV expenditures, the povernment could reduce its funding burden by
shifting a greater share of exploration and production costs onto the
private sector, Oplions Lo accomplish this include both divestment
and production sharing contracts.

(a) Divestment

The continued burden in paying 55 - 80 per cent of the joint
venture costs can be reduced through divestment of
pgovernment’s equity. For instance, in Mebil's view a 9 percent
reduction in equity taking NNPC interest 1o 51 percont would
resalt in $450 milbon  redacton  in government’s  cosl
requirements per year.  Divestmenl also would provide
immediate cash lo the government for redeployment in other
sectors of the economy. In the 9 per cent reducton case, about
$2.0 billlon would be gamed,

(b} Production Sharing Contract (PSC)

Recent  povernment policy regarding the wse of Production
Sharing Contracls (PSC) as 4 means of transferring exploration
risks and funding of exploration and development efforts on new
acreage is welcomed and could be extended to certain existing
joint venture blocks. Undeveloped blocks {where major capital
investments have not yel been incurred) granied under joint
venture terms could qualify for such conversion. Conversion
would minimize uopfront capital investment since PSC
contractors would be responsible for imdbally funding the projects
and would recover costs only on commercially successful
veniares,




Incentives for Investment

Expansion in the upstream sector of the petroleum indusiry not only
depends on a funding process that is certain and credible, but also on
fiscal policies that are calculated to promote investment.

The MOU has provided an economic framework for the upstream
petroleum  industry in Nigeria since 1986 and has been  highly
sucoessiul in promoting the country’s produchion and reserves goals.
The MOU succeeded in raising Nigeria's production from a low of 1.4
million barrels per day in 1986 Lo the current level of 2.0 million
barrols. In order to sustain performance und to meet government’s
objective of expanding both production and reserves base and
ultimate increase in OPEC quota, the basic MOU framework should
be maintained.

However, povernment must consider the following to improve the
MOL:

{a) Restore the margin to ils pre-eroded level and protect it against
erosion,  The concept of a guaranteed margin has promotoed
investment and expansion eyen in the face of difficult market
conditions and still competition from other investment areas of
the woarld. This margin, however, is currently being eroded by
mflation and new government taxes such as those new laxes
and fees levied for Housing, Education, Nigerian Marilime
Authorily and Nigeria Ports Fle) - and they continue Lo come - |
fust recently received nobification of a levy for the Agriculture
Insurance Reservé Fund. The margin erosion reduces the
effectiveness of the MOU and shakes the industry’s confidence
in the government’'s commitment Lo the sanctity of the MOU

agresmaent.

(b} Reserves Addition Bonus: This is one of the newly mtroduced
incentives in the 1991 resdsion of the MOU to encourage capital
investment and reward success in inceasing the nation's
reserve base. This incentive needs to be retained. It has played
a major role in chalking up new reserves, so essemtial to any
plan to ultimntely achieve and increase OPEC quota for
Nigeria.




Operational Efficiency

With an 85 per cent marginal tax rate, the current framework does not
provide much incentive for aggressive pursmit of operational
efficiency. Fiscal incentives could be introdoced to promote a greater
optimization of scare funds and to reward efficiency improvements.

For example, just as the MOU grants a higher margin incentive for the
high capital mvestor, MOU margins should be increased for
companies thal reduce operating costs so that the benefits of cost
reductions are shared by both government and operator. The present
MOU hag little reward for efficiency improvement. That is not to say
the industry is not efficient on a global basis, The majority of the ojl
in Nigeria s now produced at highly competitive rates on a global
basis bul incentives will encourage a more aggressive effort.

In addition to creating better incentives for efficiency, the government
should reappraise jis crude ol export and marketing process to
ascertain its cost effectiveness: The present system used to market the
government's share of [V cude produchon through third parties and
middlemen may contain inherent meffidences. The government
should consider all the costs, both estternal and internal, associated
with marketing {is share of crude cil. Allowing [V operators to lift
and market all the crude and credit government account based on an
apreed formula may be better,

Community Relations

Community Relation is. a senous and growing problem. Community
disturbances have and are seriously dismaphng industry operations.
These disruptions not only cause revenue loss but create a climate of
uncertainty that discourages investment. An improved method must
be found to ensure that communities production aress have a direct
interest in mainkaining and, not distupting production operation. The
currenl method of allocating the compensation fund in oil producing
arcas musl be reviewed and restroctured. Oil revenue should be
shared i & manner that the local community benefits when
production increases from its locality, and loses when production
decreases. The arrangement must be one where the community and
the operators are partners in production and the community
considers itsell o stakeholder in the operator’s activities, The local
commumnity must have a vested interest in taking steps to ensure the
smooth aoperation of its petroleum companies.  This is not the cage




i

now - there is no direct, transparent benefit o the community in
supporting the industry

For oxample, i the commumty mmpacted by industry producing
operations were o receive a direct royalty payment - a set amount of
Maira lor each barrel produced and if the amount produced were
made public, the commumity would feel they were a true stakeholder
in the business. In like manmer, the Local Government Area (LGA)
would receive  a rovally as well as the state, the tolsl amount of
which may nol need o be greater than that now allocated. The point
is to recognise those most mmpacted by the indusiry with a greater
share of allocation, make it transparent and the proceeds more under
their direct management.

Further, petroleam companies should be relieved of ther role m
providing many of the facilities they are now called upon by
communities to provide. The provision of roads, schools, water works
and other capital and infrastructural projects is a government
function. Government should be the primary source of supplying
these facilities. The government can therefore take credit for the
facilies and free operators to concentrate on what they do best -
exploring for and producing oil.

National Gas Policy

Nigeria is estimated to have gas reserves of over 100 trillion cubic fect
that, al present, reman largely unexploited. Government has over
the years provided some incentives for gas-based projects such as
Migerian Liquefied Natural Gas (NLNG) and the Natural Gas Liquid
(WGL) project. These mcentives should be extended and improved to
promote other gas-based projects such as Methanol, MTBE, Urea,
other petrochemicals; as well as power generation.  Furthermore, a
more coherent national energy policy is required to establish a
commércial framework for promoting private sector involvement in
gas gathering, distribution, transportation and marketing based on
an abundant supply - nol on & cheap supply of gas - bocause it s not
cheap. This would help reduce gas flaring and improve environment
corservation as well as generale revenue from the largely unexploied
IMJjor FEsOuron.




Conclusion

In summary, the engine of the Nigerian economy, the opstream industry,
is nol runming very well at present, but it does not need a major overhaul
jast a little routing maintenance, and a tune up. The answers are clear and
the solutions relatively sasy.

The MOU and the JOA are good, sound documents. We must maintain
the intent of the MOU margin, restore it to its original level and project it
from eroston, If the povernment is going to continue to participate in the
ioint venture arrangements, it must pay its share. In the last six weeks,
much progress has been made. This must continue, If for some reason
this is nol possible, don’l forget the JOA already provides the answer. We
also need to “tune up”™ the MOU to promote efficiency. Once agun, not a
difficult task.

The bigger tasks are in the communily relations and gas ubilization areas.
These are difficult areas, but not unsalvable.

On behali of the upstream industry, | can promise that if the Nigeran
government does what governments do best, that & provide an enabling
environment and local infrastructure, private industry will do what it does
best, thal is to bring know-how, nvestment, and technology.

If we together work more on making the cake bigger, there will be bigger
shice for all of us,

Thank you




Appendix M

Natural Rubber A Nigerian Challenge.
By Mr. Alastair Campbell, Michelin Nigeda Limited

Nigeria has the potential to be a leading producer of natural rubber in the
waorld. It will not happen on its own: It needs a plan,

The aim, therefore, of this presentation is to show this potential- why it
exists, and how Nigeria would benefit if it is realized.

Last year, some 5.5 million tons of rubber were produced worldwide from
about 10 million hectares of rubber trees,  Three gquarters of this wore
produced in three countries: Thailand, Indonesia and Malaysia. Nigeria
produced only 2%.

Estimates indicate thal by the year 2010, production of rubber will reach over
7,000,000 tons, but, with the existing planting programmes, West Africa will
contribute little to this growth. Even with this growth, it is estimated thal
there will be a demand excess of 1.1 mullion tons per year in thal year.

Nigeria can benefit from what we call “greem gold” because it has:
*  the righl type of sail

= the right climate

= relatively cheap energy

* gbundant labour for this labour intensive industry.

Asia 15 unlikely lo Hll the gap because, as their economies become more and
more industrialized, fewer people are interested in growing rubber.

Michelin has schisved in the newly planted arcas of s Nigerian Planlations a
yearly yield of 2.5 tons per heclare - the highest in the world.

Prior Lo this, the highest on any industrial plantation was 2.2 tons/hectares,
again achieved by Michelin (in the lvary Coast),

Compare this to current yields in Nigena and the rest of the world and you
sew the enormous potential. This potential can generate good profils, provided
there is always a realistic market-led exchonge rate. In 1980, though the
rubber price was high, the business was unprofitable.
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If the exchange rate is realistic, Nigeria will benefit from the expected increase
in price, because of the demand /supply gap.

What then is the way forwarnd?

At present, there are some 250,000 hectares of rubber planted, about 100,000
tons of rubber, There s an arca of § million hectares in the coostal belt of
Migeria suitable for growing rubber. Let us assume we reserve 250,000
hectares to grow rubber. In other words, we double the amount of the land
presenily under rubber cultivabion. We would plant the new land first so as to
continue preduction on the old land, then gradually replant the existing trees.
The planting of 33,000 hectares per year for 15 years I5 a reasonable pace of
expansion.

By the year 2020, MNigeria would be producing nearly 900,000 tons per year.
Planting of 33,000 hectares per year cosls about 550 million, Compare this to
the 1995 Federal Budget which allocoted ™16 billion or $20 million o
agriculture in total. However, this investment (8750 million over 15 years),
will produce anmual forex earnings of $2.7 billion. This compares with
Nigeria's current annual ofl revenues of 585 billion, Unlike oil however, this
can go on forever because rubber is a renowable resource and the industry will
employ many people 100,000 jobs in total. Furthermore, there is a good
market for rubber wood for the furmture industry. To achieve this, we need a
plan, a plan formulated by government and to which it is totally committed
over the long term.

Why do we need a plan when the profits are there? Why will investors not

flock to tnvest in such a profitable business?

1. Rubberis a long term investment. Rabber trees need 7 years to produce
and rebturn on mvestment for rubber is 10 - 14 years.

2. Investors are reluctant to invest in Nigeria because of frequent reversals
in economic policy. Free market one year regulation the next.

1. Experience in other parts of the world, particularly Thailand, shows that
industrial estates will only form 5 to 20% of the hectarage. Small holders
or peasant farmers provide the rest The industrial estates provide the
technology and the planting material.




What then will be the focus of the plan?

1. Land: Land must be made available and acressible. 1t is not enough
for government o allocate land o investors, government must
devise a means of adequately compensating the traditional
land owners before the land is allocated,

2. Capital; Smallholders have land bul no money. A scheme musl be
devised Lo efficiently finance smallholder planting,

3. A market rate for the Naira and a stable economic climate because

mvestors must be confident they will make a return.

Remember
*  with a proper plan
*  proper implementalion

Rubber will earn for Nigeria almost §3 billion every year forever.




Appendix N

India’s Economic Development
By Mr. Adit Jain
India Economist Intelligence Unit

Protocols

Itis a greal pleasure o be present in Abuja at this importan! business sumonil,
This is my very first visit to Africa and therefore | am very pleased to have

had the opportunity.

it 15 always a dufficult task to be an interesting dinner speaker. This difficulty
i further enhanced when the subject concerns ecomomic reform undertaken in
a far off alien land. During the course of my presentation, [ will share with
you my perspective of India’s: economic reform programme and the way
forward as 1 see it. I'll try and identify some of the critical issues that India
faced which led Lo the implementation of economic reform.

India, since independence from Greal Britain, adopted a socalistic madel of
d-a“ﬂ-:rpmml'. in which ]:r'l::hlu: sector entprprises were du:gru].tn{.l with an
imporiant role and served the responsibilities of "commanding heights” of the
ecopomy. The emphasis was on self-reliance - trade and investment policies
were inward looking. The public sector emjoyed a monopoly status in
mirastructure and core sectors, Resultantly, they were inefficient and served
the dual purpose of providing a poor service coupled with creating false
employment, A privale sector, however, coexisted with stale enterprise giving
rige ko what was called a "mixed sconomy”.

The private secor Likewise operated gy virtual monopolies. The licensing
system ensured this, A sinister conspiracy existed between business and
povernment. The key to profils was more on maneging Government and the
envirommenl rather than the strategic mansgement ol business,

The Governmenl not only curbed investment and trade bul also made a hash
ol things at which governments are normally very good and that is providing
bealth and education to its people.




Two developments had taken place with far-reaching consequences. India
borrowed capital al huge costs, leading to large fiscal deficits every year,
Simultancously, several highly import-intensive industries were sel up in the
belief that these would eventually reduce reliance on import. This, however,
did not happen and foreign exchange reserves dwindled. By 1989, the country
was in a serious balance-of-payments problem coupled with runaway fiscal
deficits. amounting to 8 to 9% of GDP. The situation only worsened with
exitreme political uncertainty with two general elections held in a space of 3
years, where four combinations of partes formed the Government

By the middle of 1990, the situation precipitated inlo a crisis and the counery
was left with foreign exchange reserves amounting to only 15 days of import.
Econtmic growth had reduced to less than 1% and inflation exceaded 17%. It
was in the backdrop of this scenario that the previous Government sought
asmistance from the International Monetary Fund.

Apart [rom the IMF, the Government also took aid from the World Bank. The

undmiying conditions that they imposed were similar. These were primarily:
Pursuing a strict monetary policy which implied thal the rate of growth of
maoney supply should l:ru rostrained.

. E:nm‘smg budgetary restraint which required moniloring of the Hscal

ficit.

*  Movement to 8 market-determined pricing system which called for freeing
of the exchange rate, redudtion in subsidies and removal of other
distortions in pricing in the economy.

* Dalicensing and deregulation of industry and commerce.

*  Liberalisation of trade and reduction in import tariffs and other duties.

*  Opening up of the financial sector,

The Indian Government went ahead with the reforms with reasonable political
conviction and the economy responded well,

The Reform Programme

The reform programme was essentially structured so as Lo ke India, in
cautious stages, from a command to a market-driven economy. [t initiafly
addressed the three economic minstries. of industry, commerce and finance.
Subsequently, the Covernment opened up other infrastructure areas such as
power, telecommunications, roads, hydrocarbons, etc. The critical objectives
were o reduce government interference in the flow of capital and goods
coupled with mobivating private sector investment in the creation snd




provision of infrastructural necessities. Some sigmficant areas of liberalisation
are listed as follows:

Industry: Four years ago, it was not possible Lo even manufacture a widget in
India without & licence from tw Government. All manufecturing activity in
the privale sector was governed and regulated. The administration played
God and a very poor one.  Foreign investment was rarely allowed and indeed
even import of foreign technology for manufacturing industry was carefully
scrutinised. The objective was self mhiance. A cvil sorvant would show with
great enthusiasm that everything you could see sround was crafted with prids
in [ndia - a relrigerator, televigsion, bulbs, scooter, cars, kitchen appliances and
cement plants. He would argue foolishly with conviction that our technology
may not have been bang on but it was Indian and that & what counted in the
end, Frankly, thore are not very many countries on the face of this earth
where you can still buy & brand new 1950 Morris Oxford. This was the resull
of India’s restrictive approach towards investment.

The Rao admimstration announced its meform programme with opening up
industry and investment. The licensing regime was abolished and you could
produce whalever you wished. Apart from a small list of industries which are
still regulated, most products no longer require a licence from the Government
to produce, Secondly, foreign investment has opened up and s indesd
encournged. The government’s objective was o create mvestment which
would generate employment and eventuaily economic growth,

Investment guidelines were amended and foreign companies were permitted
to own 100% subsidiaries in India. The results were amazing. [BM and Coke,
who left India in 1977, returned together with a host of multinational
corporations from different seclors. Foreign investment infllows exceeded
USH - 5 hillion per year. Although much of this came through the capital
markets as institutional funds as opposed Lo corporate direct investmenl.

What worked in India’s favour in driving foreign investment was this myth of
a middie class consumer market of 200 million people, Following the
armouncement of reform and a substantial hard sell effort by the government,
everybody seemed to want Lo join the bandwagon. All roads seemed Lo lead
to Bombay.

There was some resistance from Indian industry which lobbied [or
protectionist policies but the government's conviction in the reform process
sustained these offorts. Indian dompanies increasingly mestructured their
operations and developed strategic alllances with multinational entrants o




take on the increasing competition that is to come i the emerging industrial
SCRTATIO.

Some of the steps that Indis ook to reform ils  industrial policy were as
follows:
Licensing was abolished on products and capacitios,
Foreign investment was allowed on an automabe basis,
Dividend repatriation, payment of royalty fees, technology fees, ole. were
permitbed without any approvals.

o Certain business sectors were identified and defined as arcas of high
priority where (oreign investment was encouraged and invited.

* A special body called the Foreign Investment Promotion Board was
established in the Prime Minster's Office to review and speedily approve
loreign investment applications,

These milinbves had a positive impact. India suddenly became an important
destinalion for investment in the Asia/Pacfic Region. It was no longer China
China, but India India. Whereas the consumer products companics were the
first to enter to take advantage of the emerging middle class bul then other
industrial companies followed topether with respurce compames and
infrastructure companies.

Coupled with industrial reform, the Rao administration reformed the trade
policy. Earlier, few items were importable into India and the Government had
exercised control both through teriffs and licensing. The new trade policy
liberalised import and export trade and at the stroke of a pen most capital
poods, raw materials, intermediates and industrial products could now be
imported into India without @ licence.  Livenses are still required for consumer
products but this too will be abolished in stages in a period of two or three
years, lmport lariffs which were as high as 300% were successfully reduced.
Presently, the maximum larlf rate [or most commodities and goods (barring,
some exceplions) s approximately 50%: The average tariff rato is in the region
of 30% 1o 35%.

Coupled with trade liberalisation, the Indian government gave incentives to
exporting companes in the form of tax, rebates, ¢le. Frankly, this had a major
impact on incroasing Indias export and the trade deficit narrowed from
approximalely USS4 bilion to USS1 hillion. Exports and imporis grew
rapidly.




Trade reform was aimed at taking India from the status of a struggling self-
reliant economy Lo a competitive market-driven trading zone,

Skeptics had believed that the withdrawal of trade barners would cripple
Indian industry, bul this did not happen. Funnily enough, the capital goods
manufacturing industry which has since the reform programme witnessed the
worst competition, grew at approximately 25% per annum which 15 over three
times the industrial growth in India.

Coupled with lrade reform, India switched to a market determined exchange
rale regime, The Indian rupee became convertible on the current account
transactions with hints of capital account convertibility to follow. Strangely
enough, in spile of inlerest rale differential in the foreign exchange markel, the
rupee has rumained stable vis-d-vis the US dollar.

The third ares amongst the ecomomic ministnies which the Government
liberalised was fineance. Different aress were addressed and some of the
Covernment's indiiatives are listed as follows:

*  Capital markets were opened up to foreign investment and a body called
the Securities Exchange Body of India constituted to rogulate its
functionng,

*  Tax reforms were initiated to reduce excise and import tariffs.

*  Investment banks and fnancal services companies were allowed to sel up
operatiins in India. Prominent foreign banks in India include [ Morgan,
Morgan Stanloy, Lazard, Schroeder, Kleinworth Benson, Goldman Sachs,
el

*  The Governmenl more liberally granted licences to foreign commercial
banks to set up and increase branch operations.

Cultural change: In step with economic lberalisation has been & marked
chunge i the lifestyles and values of a vast majpority of Indians. One of the
singularly important vehicles of cultural transformation in urban India has
been the sudden and prolific growth of the media, particularly the entry of
foretgn media. Indians had been living with & single television channel that
was government-controlled. Economic liberalisabion brought with it satellite
television and a profusion of channels thal now provide Indians with a
window to the world, This has gone a long way in changing attitudes and
vialues of all, particularly the younger generations of Indians.

The reforms have also led lo 4 vast expansion of opportunities that were
varlier non-existent, So there have boen an increased avallability of jobs in an
increased and more diverse cross-section of skills. Increased and speedy




communicabion has now been made possible through satellites and other
electronic devices. This has affected all aspects al work and leisure.

The dnvers for cultural change will not be very different from those for
ecomomic reforms as these ame mmpﬁemzrﬂmr}r Economic reforms will only
further cultural transformation. Basically, the availability of producis snd
services brings with it a desire to buy them. The creation of a consumer
markel will therefore go hand in hand with increased availability of consumer

goods.

Satellite television's frst impact will be the crealion of market opportunities
both 1n urban and rural Indie. Howsaver, over the years, it will affect the
cultural values, beliefs and comvictions of the Indian people. No other
medium can on its own create such a striking influence on calturel aspects.

The: Government in India reconciled to the belief that insulated economies
cannol grow. Opening up of investment and trade would create employment
and wealth and have a larger demand for all products and services.

But there can be no single formula for reform that can be adopted across
national boundaries. Different countries have different social and political
apendas, all of which will need to be taken into consideration. 1 can share with
you what | believe are critical issues that are essential for bringing aboul rade
and invesiment and these issues have a fairly universal application.

Firstly, investors need the comfort of political stability. It does not really
matter what form of government exists as long as there will continue to be a
‘stable environment which does not alter economic policy too often. China and
Indin which are both hot beds of investment amongst multinabional
corporations are vastly different in therr political systems,

Secondly, mvestors seek market which have the potential o grow. Vietnam
for example is viewed as one such market.

Thirdly, business need the comfort of minimal restrictions in the flow of goods
and capital. They require a helpful government which is pro-husiness and not
anti-profits. Finally, business require an independent and efficient judiciary,

India has not as yet addressed all these aspects completely, But to be fadr, it
has taken the first step in the rAipht direction,




Another important issue is the sustenance of reform. An idea can only
succend if il is accepted amongst o majority of people.  In Indis, the
Government is now trying to sell its economic policy on the heartlands of the
country rather than to the urban middle class.

Finally, it is easy lo amend policy, change the rules and guidelines, For all this
can often be done at the stroke of a pen. What is difficult as we have seen in
Inclia, 1 mmplementation. It ts a considerable task to change the mind-sot of
people and their attitude, [ust as the benefits of a new economic system will
teke years to reach those who need it most, it will take a long Hme to alter
values which are ingrained in a system through decades of practice.

1 should like to share with you my perspective of the way forward as | see it in
India.

Assuming political stability will be sustained, economic reform will progress
in stages possibly with a castious pace. In a period of five o seven years, the
Indian cconomy will increasingly head towards being market-driven with
reduced government controls and discretion. Trade reform will allow for the
import of most products including consumer goods and tariffs will be the only
means to regulate imports. The Indian rupee will become convertible on the
capilal account. Policy guidelines will incressingly ensure a reduced
government role in investment in most sectors of the Indian economy.

Clearly, those sectors thal have not had a history of private investment or are
politically sensitive will be addressed in the next round of reform. Motivation
to liberalisation in these areas will essentinlly be provided by private sector
companies themselves and backed by lobbying efforts of alien government.

The Indian economy will grow between 6-7% per year and nflation will
average about 8%. Foreign exchange reserves will remain stable although the
rupee will devalue against o basket of currencies based on the interest rate
differential. Investment in infrastructure coupled with exports will become
Lhe drivers of the Indian economy.,

The Government will increasingly focus attention on health and education
when the more pressing issues concerning liberalisation have been addressed.
States will increasingly ensure this as they realise that together with the
availability of infrastructure, social development is imperative for sustained
long-term growth.




Foreign policy will progressively be drafted on economic considerations.
Those countries with greater economic clout will get maximum access to
markets and opportunities. India will align itsell more closely to the rest of
Asia and seek investment and trade from Japan. Eventually, it will obtain full
membership of APEC and therefore reform its investment and trade barriers
to st entry requirements.

One question which | am often asked is will the Rao government be elected for
asecond term. Presently, its credibility is very low amongst the electorate. It
is very difficalt to make prediction on politics - which s a business where 6

months can change fortunes completely. As | say this, | am reminded of o
story
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Appendix O

YA Decade of Economic Reform, a Generation of Economic
Opportunity: Malaysia’s Vision 2020 and its Antecedents”

Dr. Noordin Sopiee, May 5, 1995, Nigerian Bconomic Summil, Abuja,
Nigeria

Preliminaries

The 1991 - 2020 Growth Rate Targel of Vision 2020: 7.168% per anmum, An
Income Doubling Plan. The Previoas 20 years Growth Record: 1970 - 1990 -
6.7% averape (therefore + 0,5% pa. needed)

The record of the last seven yoars

1988 - 89
1989 .- 9.2
1990 - 9.7
1991 - B.7
1992 - 7.8
19893 - 83
1994 B.5

1444 - 1?94 Avorage: B.7% with 3.6% Inflation

"I'hr- stranpeness of Vision 2020
generational, 30-year plan (although now similar efforts in Malta,
Bolswana, Maldives, Western Europe, APEC, ASIC).

*  pervasive, casl iron, rock solid consensus - it is for real,

*  matural, not "created”, stage managed.

*  comprehensive.

Visiom 2020

.  Omne Ultimate Objective
“The ulbimate objective that we should aim for is & Malaysia that is, by
the year 2020, a fully developed country”.




r

In Malaysia's Own Mould

“"We should be a developed counbry in our own mould”, According to
our own values.

Comprehensively Developed

“Malaysia should not be developed only in Lthe economic sense. 1L muost
be a nation that is fully developed along all the dimensions: economically,
pohitically, sodally, spiritually, psychologically and culturally. We must
be fully developed in terms of national umty and socal cobesion, in
terms of our economy, in terms of social justice, political stability, system
of government, quality of life, social and spiriiual values, national pride
and confidence”.

Vision 2020 is not just an economic vision, but
A. A Politicial Vision

a united Malaysian nation
a developed and mature democratic society

B. A Social/Psychological/Cultural Vision

a psychologically liberated, secure and developed society with
faith and confidence in itself,

a fully moral and ethical society,

a matured, liberal and tolerant society,

a scientific and progressive society,

a fully caring socioty

C.  An Ecomomuc Viston - With 2 Objectives

1)

an economically just sociefy, which has 4 targets:

a)  Absolute eradication of absolute poverty

b} MNon-idenhbification of race with economic funchon

¢}  Non-tdentification of economic backwardness wilth race

d) Full partnership in  economic progress - control,
management and ownership of the modesn economy,

i) @ successful economic system, which itself has 2 goals:

a) "a prosperous sociely”
b) “with an economy that s fully competitive, dynamic,
robust and resiliont”.




5 Nine Central Objectives
“There can be no fully developed Malaysia until we have [inally
overcome the nine ceniral strategic challenges that have confromted us
from the moment of our birth as an independent nation,

The first of these s the challenge of establishing @ united Malaysian
pation with a sense of common and shared destiny. This must be a
nation at peace with ilself, territomally and ethnically integrated, living in
harmony and full and fair partnership, made up of one Bangsa Malaysia
wilh political loyalty and dedication to the nation.

The second 15 the challenge of creating a psychologically liberated, secure,
and developed Bangsa Malaysia with faith and confidence in itself,
justifiably proud of what it is, of what it has sccomplished, robust enough
to face all mamnner of adversity. This Malaysian Society must be
distinguished by the pursuit of excellonce, fully aware of all its potentials,
psychologically subservient o none, and respecled by the peoples of
other nations.

The third challenge we have always faced is the challenge of fostering
and developing a mature democratic society, practising & form of mature,
consensual, community-oriented Malaysian democracy that can be a

model for many developing countries,

The fourth is the challenge of establishing a fully moral and ethical
socioty, whose ciizens are sbrong in religious and spirftual values and
imbued with the highest of ethical standards.

The fifth challenge that we have always faced is the challenge of
establishing & matured, liberal and tolerant sodety in which Malaysians
of all colours and creeds are free to practise and profess their customs,
cultures and religious beliefs and yot feeling that they belong to one
nation,

The sixth is the challenge of establishung a scentific and progressive
society, a society that is innovative and forward-looking, one that is not
only a consumer of technology but also a contributor to the scientific and
lechnological civilisation of the futore.

The seventh challenge is the challenge of establishing a fully caring
sociely and a curing culture, a social system in which society will come




before self, in which the welfare of the people will revolve not around the
state but around a strong and resilient family system.

The eighth is the challenge of ensuring an economically just society. This
is a society in which there is a fair and equitable distribution of the
wealth of the nation, in which there is a full partnership in economic
progress.  Such & society cannot be in place so long as there is the
identification of race with economic function, and the identification of
economic backwardness with race.

The ninth challenge is the challenge of establishing & prosperous society,
with an econamy that is fully competitive, dynamic, robust and resilient.

We have already come a long way towards the fullest fulfilment of these
objectives, The nine central objectives listed need not be our order of
priorities over the pext three decades. Most obviously, the priorities of
any moment in bime muost meel the specific dreumstances of that moment
m bme. But it would be surprising if the first strategic challenge which |
have mentionerd, the establishment of & uniled Malaysian nation, is likely
to be the most fundamental, the most basic”.

Vision 2020 Concentrates on the 9th Objective
(the creation of a prosperous, competitive economy)

Goal 1: A Prosperous Sociely

“"With regard to the establishment of a prosperous society, we can set
many aspirational goals, | believe that we should set the realisbic (as
opposed Lo aspirations) targel of al least doubling our real gross domaestic
product every ten years between 1990 and 2020 A.D. If we do this, our
GDP will be more than eight times larger by the year 2020 than it was tn
1990, Our GDP in 1990 was 115 billion Ringgit. Cur GDP in 2020 should
therefore be about 920 billion Ringgit in real (1990 Ringgit) terms.

This rapicd growth will require that we grow by an average of about 7 per
cent {in real terms) annually over the next 30 years. Admittedly, this is
an oplimistic projection bul we should set our sights high if we are Lo
maotivate curselves into striving hard.

We must poard apainst “growth fixation”, the danger of pushing for
growth Higures oblivious Lo the needed commitment to ensure stability, to
keep inflation low, o guaraniee sustainability, o develop our quality of
life and standard of living, and the achievement of our other soctal




objectives. It will be a difficult task, with many peaks and low ponts,
Bul | believe that this can be done.

In the 1960s, we grew by an annual average of 5.1 per cent. In the 1970w,
the first decade of the NEP, Malaysia grew by an average of 7.8%; in the
1980s, because of the recession years, we grew by an annual average of
5.9 per cent. If we take the last 30 years, our GOF rose annually in real
lerms by an average of 6.3 per cent. If we take the last 20 years, we grew
by an annual average of 6.7 per cent.

Il we do sutceed, and assuming roughly a 2.5 per cent annual rate of
population growth, by the year 2020, Malaysians will be four Hmes richer
(in real terms) than they were in 19%). That is the measure of the
prosperous society we wish and hopefully can achieve™,

Goal 2: A Competitive, Dynamic. Robust and Resilient Economy

“The second leg of our economic objective should be to secure the
establishment of a competitive economy. Such an economy must be able
to sustain itsell over the longer term, must be dynamic, robuost and
resilient. [t must mean, among other things:

* A diversified and balanced economy with a mature and widely
based industrial sector, a modern and mature agriculture sector and
an efficiont and productive and equally mature services sector;

*  An economy thal is quick on fts feel, able to guickly adapl lo
changing patterns of supply, demand and competition;

*  An economy thal is technologically proficient, fully able to adapt
innovate and invent, that is increasingly technology mtensive,
moving in the direction af higher and higher levels of technology;

*  An economy thal has strong and cohesive industrial linkages
throughout the system;

* An economy driven by brain-power, skills and diligence, in
possession of a wealth of information, with the knowledge of what
to do and how to do it

=  An economy with high and escalating produoctivity with regard to
every factor of production;

*  An entrepreneurial economy thal 5 self-reliant, outward-looking
and enterprising

- An economy sustmined by an exemplary work ethic, quality
consciousness and the quest for excellence

*  Aneconomy characterised by low inflation and a low cost of living;




An economy that is subjected o the full discipline and rigour of
market forces”

Malaysia's "Winning Formula™ 22 Key Economic Policies for the
Foreseeable Future
The wining formula in summary;

the private sector must be the primary engine of economic growth
downsizing of the public sector and povernmental withdrawal from
econamic production and intervention;

conbimied productive de-regulation;

continued privatisation;

an " Accelerated Industrialisation Drive”;

horizontal and vertical expansion of small and medium scale
industries;

reliance on export-led growth;

an the imports side, liberalisation of the Malaysian economy;
combinued omphasts on foreign investments;

a domestic investment inltiative;

vigorous infrastructure development;

a determined human resource development emphasis;

dynamic entreprensurship dovelopment:

the Hghtest control of inflation;

a compoelitive exchange rale regime;

industrial technology development;

modernmation of the services and the agricultural sector;

“a second rural development transformation”;

sustainable development:

an information-rich society;

an active econamic diplomacy programme; and

hMalaysta Incorporated.

The views and assessments expressed in these talking points are
entirely the author's own,




GAF Per capita Malaysia & Nigeria 1955-1994 (US$)

GDP Per Capital
Year Malaysia Migeria
1955 234 255
1957 27 251
1960 76 243
1965 313 314
1970 381 348
1975 725 419
1978 1000 560
1979 1370 270
1980 1620 330
1981 1840 770
1982 1860 B60)
1983 1860 770
1984 1980 730
1985 2000 8K
1986 1830 ]
1987 1810 70
1988 1940 290
1989 2160 250
1990 220 29)
1991 2520 340
1992 2790 320
1993 3009 N/ A
1994 3406 N/ A

Sowrce: 1455 - 1975 IMF Fimincial Statistics (National Figures converted fo LSS
[figures using market exchan e rate,
1976 - 1992 World Development Report Viarious Years
15993 - 1994 Ecomomic Report Ministry of Finance

Questions and Answers on Dr. Noornlin Sopiee's Presentation:
Comrade Godwin Empi - Nigerdan Labour Congress

Dr. Noordin Sopiee, | want to know how EPZs have' been implemented in
your country and the safeguards in place to protect the right of warkers.




Dr. Noardin Sopiee
EPZ was mbroduced in my country about 30 years ago and it has been
successful. Foreigners and citizens are allowed o produce [or export withoul
tax hability in the EPZ. But they pay taxes on any part of their output sold in
the domestic market.

Every worker knows his price. 5o if a worker is unhappy with his employer, il
15 a free market, and he can lake up employment anywhere. Generally, best
protechon for workers is cconomic growth. However, Government does not
allow umonism across the electronics industry. What is allowed are m-house
amins.

Chamberlain Oyibo - Nigerian National Petrolenm Corpomation (NNI'C)
How does Government treat PETRONAS, the Malaysian national il company
in terms of freedom Lo operate?

Dr. Noordin Sopiee
PETROMAS is a big organisation, which competes with Esso, Shell and Mobil,
ete, 1t s completely independent and reports directly to the Pome Minister,

Mis. AL Deomrin - CBN
The level of inflow of foreign mvestments mvto Malaysia fluctuates, and has
not been on the steady incresse. Can you explam this?

Dr. Noordin Sopiee

A 52 hillion drop s good encugh bot it is not the best. The drop is sttributable
to the “China miracle”. But we thank the USA for the fall in the USS and
Japan for increase in Yen value. Japanese solution to the problem would be Lo
relocute their investments in other countries. We expect Malaysin to have a
fair share of Uhis, and thereby have the investment level raised again.

Dy, Olu Makinde - ARMTI, Horin
Malaysia acquired palm fruits and seedlings from Nigeria in the 1970s. Now,
you are one of the leading exporters of palm products in the world. How did

you manage vour agricultural commodity exchange system to make a profit?

Dr. Noordin Sopiee

| don't think this is particularly true, becanse palm trees were grown in large
numbers in Malaysia since the last 50 years. However, we have the best
technology in the world for producing seedhngs. Malaysia is prepared to help
any nation in noed in this regard.




Aliyu Yahaya - FRCN, Kaduna

How has Malaysia tackled the issue of dishonesty in ils reforms especially in
the area of privatisation because the fear here s that [ everything is
privatised, a few privileged people will buy up everything?

5.LC Okoli - NOLCHEM FLC

What wiere the native (but actually practised) strategies that uplifted the moral
and cthical standards of Malaysia thus providing the discipline and will for
thvﬂfﬂrple of Malaysia lo achieve the key objectives enumerated by the
Epeakor?

Dir. Noordin Sopice

| will answer the last two gquestions together. Morality is based on sodiety's
practices and norms, It is the “software” that makes the society’s “hardware”
to function. Corruption exists in every society and Malaysia 15 no exception.
The difference, of course, is in the degree. Recently, the Prime Minister
ruvised Lhe code of ethics for his ministers to raise the standard of integrity in
public service,

Faysal El-Khalil - Seven-Up Bottling Company PLC

Our privaie seclor has been blamed for being selfish, and not caring about the
development of the informal sector and small businesses. Can you please
expand on your remark on the growth of this sector in your country with no
direct government involvoment?

Dr. Noordin Sopiee

What we have done is Lo develop an "umbrella” concept. When bureauvcrats
help husiness, they always send a hill. We expect big companies to spur small
ones, just a5 General Molors buys its components from about 5,000 suppliers
scatternd all over the world, We adopl Gramme Bank {a tvpe of People's
Hank) formula evalved in Bangladesh to develop small businesses. Capital
financing is promoted Umough low interest rote (bebtween 4% and B%).
Savings rate 15 36%, one of the highest in the world.

Sonny Allison - Red Star Expresy/FEDEX Courier
Dir, Sopiee’s speech should be aired fully on NTA nation-wide and several
times over, We all have a lot to learn from Malaysia. Excellent presentation.




Appendix P

“Economic Opportunities Facing Nigeria”
By Professor F.5. ldachaba,

Vice Chancellor University of Agriculture
Markurdi

L.

Introduction:

It is both an honour end a privilege to have the opportunity to address
such a distinguished audience of dignitaries that are not only from the
corridors of power but the bedroom of power and personalities that are
nol only the captaing of industry bul the moguls of industey. [ think it is
a little hozardous for our respected Secretary to the Government of the
Federation, Alhaji Aminu Saleh, to invite a professor to give a dinner
lecture. Though | always consider my lectures to be brief, many from
my various captive sudiences will dispute this. Truly, an an occasion
like this, | must be compulsorily brief whether | like it or not.

| wish to congratulate the Head of State, Commander-in-Chief of the
Armed Forces, General Sant Abacha, for sustaining organized dialogus
and programming sessions between government and the private sector.
This dialogue is significant for four reasons. First it demonstrates some
measure of conbinuity in the face of our political and economic
difficulties. 1 was privileged to attend the August 1993 and December
1993 [ollow up meetngs on the economy summit concept. To realize the
sconomic  opportunities  before ws, there must be socio-political
consensus on Lhe basic thrusts of natonal economic policy aver which
the major strata and power groups are agreed. This is necessary so that
national economic policy can achieve some measure of stability.
Dhalogue 5 necessary so that certain positions on national economic
policy become irreversible. Efforis must continus lo be made to
disseminate the main elements of the Economic Action Agenda across
the different power centres and interest groups so that we can achieve
irreversibility on certain minimal (basic) policy thrusts. The challenge s
how to achieve orderly economic growth even when confronted with
political instability, Second, the Summit offers an opportunity o define
new forms of relationships and roles in the allance betweoen government

Economlc Sommlt 150




and the private sector. Partly based om our experience and partly based
on comparative experiences worldwide, government at all levels must
disengage from direct involvement in those production and distribution
activities thal can be better performed by the private sector. Third, the
Summit provides the opportunity to sensitize the private sector to the
historic challenge and mission to rapidly develop the Nigerian economy,
The privale sector as the engine of growth must embrace is new
responsibilities on the that governmenl will consistently and
irreversibly disengage from those sconomic sctivities that are better
performed by the private sector. Finally, this Summit is evidence to me
that there is still life after the 1994 budget. The 1994 budgel was & major
sethack in pational economic management, both in spirit and substance,
| do not see how this summit could have sensibly held against the
backdrop of the 1994 budget. Your Excellency, the 1994 budget lefi
many of us dumbfounded because we had thought, naively it turmed
out, that certain economic reforms and pobicies were so firmly in place
that they only needed fine tuning, not complete reversals and drastic
modifications of the major economic policy thrusts of the 1986-93 penod.
The 1995 budget has again provided refreshing hope thal we can get
back on lrack with respect o major policy thrusts: free markets,
encouragement of private mvestment, creation of an  enabling
environment, effective governance, commitmenl to the rule of law,
competition, the establishment of the economic foundation for
democracy and a reliance on a market-determined prices In place of
administratively determined prices.

In the balance of my presentation tonight, | shall present different facets
of vcopomic opportunities in Nigeria in Section [L to be followed in
Section [l by a specification of the outstanding issues in exploiting our
abundant ecomomic opportunities in Nigeria. This would be followed by
a sel of recommendations in Section IV after which [ will make some
concluding observations.




Economic Opportunities in Nigeria:

How then might we approach our discussion? Let us proceed by posing
the following questions. What Economic opportunities? How shall the
economic opporturities be realized? Who will realize the Bconomic
opportunities? Bconomic opportunities for whom? Who are the actual
85 conlragted with the inlended beneficiaries of malized economic
opporiunilies?

What Econemic Opportunities?

Two schools of thought can be identified. One school of thought
believes that prospective investurs are ignorant or ill-informed about
economic opportunities in Nigeria, What is required, according to this
view, is to provide necessary documentation in a long list of investment
opportunities by Ministries with executive portfolio responsibility for
the different sectors and their parastatals. The volumes on available raw
materials for diverse investment prospects published by the Raw
Materials Research and Development Council are along this line. Bench
mark surveys, raw data generation and pre-feasibility surveys carried
out by government agencies as genralized support for prospective
tnvestors are also in this spirit. The archival meterial on investment
prospects in Nigeria now established by government is both mind-
buggling and mouth-watering. Private sector operators have also budlt
up an impressive array of feasibility studies and projects reports,
[ndeed, many of you in tus august gathering will confirm that
thousands of these rosy, mouth-watering investment proposals to realize
economic opportunities in Nigeria are simply gathering dust on shelves
in government offices and corporate offices in Nigena, Europe, the USA
and other countries, waiting to be dusted up and reactivated when the
domestic conditions within our country are right.

The second school of thought posits that much i8 now already well
known about econemic opportunities in MNigeria, that the shelves are full
of investment proposals to exploil these econemic opportunities. The
problem, according to this school of thought, & not so much the lack of
knowledge about the economic opportunities waiting, to be exploited but
with the persistence of constrainls within the political and economic
environment that prevent e realization of these  economic
opportunities. The shelf of economic opportunities is, according (o this
view, not bare: it s almost overflowing. The search for ecomomic
recovery and the resumption of economic growth must therefore begin
with identification of those political and economic constrainks that




hamper the exploitation of economic opporitunities. At the margin,
preater social returns would be realized from the investment of nabional
roscarces tn the removal of nstilutional, political and environmental
constraints that strangulate and suffocate private investments than on
building up more inventories of bankable investment proposals and
economic opportunibes. The primary purpose of 4 dislogue such as we
have had 5 nol s0 much an opportunity {o throw up new economic
opportunities, thousands of which are already well known by the private
saclor,

It would be boring to list even a sample of economic opportunities partly
because they are already well known and partly because they are
dynamic in nature depending on changes in the domestic and
international environment, | think it more useful to emphasize certain
principies that will guide the nation in the selection of the components af
the portfolio of economic opportunities to exploit as a nation. These
include the following among others:

{a) Attainment of National Economic Security

Let us define national economic security as when the majority of
Migerians have access to a decent quality of life all the tmwe. The
country should strive to exploit those economic opportumities that
contribute to national economic security. [t is important (o stress
the point that national economic security, to be meaningful and
sustained, must be permanent rather than transient or lemporary.
There is an egalitarian or equity dimension to our definibon of
national economic security as it emphasizes access of the majority of
Nigerians, not the seloct few with friends in high places, Lo a decent
existence or quality of life,

(b} Maximization of Value Added
The exploitation of economic opportunibies into the 218t century
must de-emphasize the reckless mining especially of exhaustible
respurces and sccord highest priority Lo those investmen! proposals
with maximum value added. For the future, we must move away
from enclave investment proposals to those that have significant
multiplier effects and linkages within the domestic economy. This
builds inte privale investments an infernal dynamism that is self
suslatning and mutually reinforcing,

{c) Economic Opportunities that Utilize Domestic Raw Materials
Conscious efforts must be made to support and exploit sconomic
opportunities that utilize Nigeria's abundant raw materials, Much




of the loud complaining and criticsm of the many povernment
efforts to allocate scarce foreign exchange among competing users
stems largely from the nabon's dependence on  borrowed
production systems that have not been adapted to our needs and
natural resource endowments, The success of Companies in the
food and beverapes sector in new process engineering works to
adapt production systems to utilize local grains in place of the
banned tmports of malted barley i o revolution that needs o be
replicated many times over, Most of us here are familiar with the
revolulionary process engineering works in Cadbury, Nestle Foods,
Nigerian Broweries, etc that have opened new chaplors with cereal
conversion  plants, not to mention the spare parts industry at
Nnewi. When companies in the Food and Beverages industry were
faced with crisis of the ban on imported barley, they put in place
teams that worked on new process engineering technology that
utilized local grains topether with appropriate markel research on
consumer tastes to conduct necessary acceptabilily tests. 1 am not
encouraged by the cormesponding response of the flour millers
when wheat imports wers banned, Hall hearted offorts to mill
maize and other grains and to bake composite bread were quickly
replaced by campaigns of blackmail against the Foderal Military
Government until the ban on wheal imports was lifled and lor a
while, wheal mmporls came m at zoero duly, There are therefore
differentisl responses from companies and sectors in the private
sector to the challenges of economic transformabion based on
MNigeria's local raw materials: some operators have aggressively
adapted their production processes while others are so0 hooked on
raw materials imports that they make only feeble offorts at new
process engineering technology. Some responses (o the challenges
of sconomic tramstformation based on economic opportunitios Lhat
atilize local raw materials have been so [eeblo and laint-hearted as
Lo give the alarming impression that these Companies domiciled in
Migeria are mor concerned about the econoemic fortunes of foreign-
based Companies that gsupply the imported raw matirials than in
the survival of the Migeran Companies. Technical agreements and
operational modalittes of companies need to be revisited o ensure
that these are not skewed in favour of perpetual dependency on
imported raw materials. The Honowrable Minister of Industries,
General Haladw, was complaming alowd recently over why cement
manufacturers found il easier o imporl gypsam from Spain than
from Yobe or Sokoto State. | too wonder, But the important point
i that the gypsum case is the tp of the iceberp: there are thousands




(d)

(e}

(f

(g)

of similsr examples o illustrate our conlinoing raw materials
import dependency.

Economic Opportunities that Provide Jobs and Employment
Dependency on imported production process skews choices in
favour of the latest, and usually labour-saving, technology. Yet the
Nigerian economy is afflicted with high levels of unemployment
that is posing & serious threal 1o the stability of the polity.

Economic Oppertunities that Eam or Save Foreign Exchange

With the increasing globalization of economic relstions among
nations, the imperative of export-promoting and import-saving
investments becomes more compelling, A voracious appetite for
imports of raw materials and finished goods that is not matched by
cormesponding export producing capacity is perfect prescription for
mualalignment of the foreign exchange rate. And the Manufacturers’
Association of Nigeria (MAN), would be in the forefront of those
complaining about the high foreign exchange rate or aboul Central
Bank interventions in AFEM.

Economic Opportunities that Provide the Basic Needs of the
Avernage Nigerian

To aplift the quality of life of the average Nigerian, investment
proposals must be skewed in favour of goods and services needed
by the common-man. A definite slant must be provided in favour
of the low income groups, requiring, where necessary, public sector
support in the area of infrastructural facilities,

Provision of National Foad Security

Investment proposals that contribute significantly to national food
‘security should be favoured. Let us define national food security to
be attained when the majority of Nigenans have economic access (o
domestically produced food thet is sdequate in quantity and
quality at all times. In the United States of America, the average
American spends only 13.7 per cent of his personal income on food.
In Nigeria, the low-income groups are spencling at least &0 per cent
of their annual incomes on food. There is much starvation in the
land and it is not only students who have the 0-0-1 or 010 or 1-0-0
{or even the 0:0-0) formula but even working adults are trying out
different permutations. When the people starve there is no natiomal
food security.




| am against food import dependency both in theory and practice,
in the Nigerian case. The country is amply endowed with natural
resources that can be exploited o our own economic advantage to
provide the food we need. It amounts o a colossal waste or
resources Lo abandon these and resort 1o food imports.

{h} Ecenomic Opportunities that are Environment Friendly
Desertification, soil erosion, floods, wind erosion and industrial
pollution are with us. Investment proposals need to be maore
closely screened for thetr environmental consequences. We cannot
afford Lo leave environmental concerns for fulure generations.

(i} Investment Proposals that are Women Friendly
Some have referred to African womeniold as the beast of burden.
Conscious efforts must be made to identify how the other half copes
with the consequences of new investment proposals, Otherwise we
might, if we are successul, record substantial economic progress
but with an ugly social face, or sexual face.

() Economic Opportunities that Focus on Human Resources

The quality of human resources is the key to the growth of nations.
It is differences in the guality of human rescurces more than any
other factor which explain the differences in economic growth rates
among nations, Stated altermatively, it is not the quantity of ail,
gold, timber and other physical resources that account for observed
sustained growth of nations but the quality of the people. As we
have painfully discovered, oil alone or hydrocarbons in general,
cannol provide us with sostained economic growth without vast
improvements in the guality of our people, including in particular
the quality of the leadership, the embodiment of modern
organizational and management techniques. This naturally leads
me to the queston: how?

How shall the Economic Opportunities be Realized?

It is important W stress what should now be obvious - that the bulk of
economic opportunities in the form of investment proposals are bost
realized from the viewpoint of highesi pay-off to sodety through private
sector investments.  The national sconomic system must woan itsell from
an inhented legacy in which good-intenbioned government direct
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involvement with production and distribubion activities have almost
always produced policy mstakes, unintended policy consequences and,
what is more worrisome, created layers of beneficiaries of policy
mistakes who constitute themselves into powerful vested interests.
They couch privato interests {for self or Eru-np'_l in elegant arguments
such as the "evils of privale monopoly”, “no pation surrenders its
econamy to market forces”, “the need to protect the common man”, etc.
The opposition of some pockets of the elite to free markets and their
continued adviocacy lor government involvement in mappropriate roles
must be demolished, and demolished for good.

The 1995 Budget shows evidence of conviction leadership ko begin the
demaolition job of the control regime of the earher era. 1 congratulate the
Federal Military Government for boldly scrapping the Exchange Control
Act of 1962 and the Nigerian Epterprises Promotion Decree (1977,
amended 1989). It is a sad commentary that the Exchange Control Act
remained in the statute books for so long, protected, as usual by elegant
and purportedly patriotic arguments about “capital flights” when in
actual fact it was an open secret who the real beneficiaries of foreign
exchange controls were!

More generally, the movement to 4 free market economy must be
accompanied by a dismantling of laws, roles and regulations that were
designed for an earlier control era. My experience with policy reforms,
from design to implementation, shows thal there are severs limits to the
help that the svstem can expect from many matnstream public
bureaucrats, for obvious reasons. Much effort will be squandered in
defence of the status quo and on the imagined difficulties and problems
of the proposed reforms, sometimes including deliberately misleading
references bo absolutely non-existent similar reform precedents that did
miok wiork.

A major element of how etonomic opportunities will be exploited is the
capital market which mobilizes privale savings from long term capital
investments, The high drama and theatrics of the money market
coupled with what appears to be our rather short investment horizon
have beclouded our vision of the capital market. While the self-
regulatory authorities (the Nigerian Stock Exchange) and the statutory
authorities (the Securities and Exchange Commission) have done a
commendable fob o ensure stability, it has almost been stability of the
graveyard. The NSE and SEC are still to-effectively disengage from their
historical controls over the pricing of securities {primary and secondary);

258 Economic Sommmi



there are sharp practices by issuing houses, registrars and other market
operators who openly and recklessly cheat the Nigerian investing public
and the Nigerian Stock Exchange has very hittle to show for its age
(eatablishod in 1960) in terms of market vibrance, markst twrnover or
markel capitalization. The low capitalization is partly due to the rapid
depreciation of the Maira but is almost substantially due to the crippling
offoet of controle on the prices of securities by the Nigerian Stock
Exchange and the low volume of shares traded on the NSE. Compare
the Ghansian éxperience with the Nigerian experience: the musl younger
Ghana Stock Exchange s more vibrant and boasts of Ashant Gold
Mines being simultarecusly guoted on the Ghana Stock Exchange and
the London Stock Exchange. Yel, the foreign exchange rate hus gone
from CL73/§1 in 1982/83 o a dizzying C00/S1 in 1995 while the
foreign exchange role has gone from N1/51 to N82 over the same
period. The underdevelopment and dormancy of the Nigerian Stock
Exchange must be traced to the stranglehold of the regulatory
authorities on movement of prices of securities especially the obnoxious,
unnecessary, arbitrary, bureaucratic and anachronistic ceilings placed by
the NSE on the daily movement of prices of securities, These price
controls have created artificial distortions in private investments as they
have induced investors to move investment funds into other assels such
as real estate, LPO financing, impori-export, etc. where there are no
rogulatory controls on assel prices. L is little wonder that the Nigerian
Stock Exchange has notl achieved its great polential.

The challenges facing the prvate sector in assumung pnmary
responsibility for exploiting economic opportunities are enormous,
impression must not be given that only public sector bureaucrats cause
problems for the Nigeran economy. Far from it. For all the impressive
and commendable performance of the private secior in keeping this
economy going and preventing it from “collapse”, there are reasons {o

apprehensive: leakages from the official to the autonomous foreign
exchanpe market; fraud in some banks; sharp practices of capital market
operaiors  who defraud mvestors of Uheir dividend entitlements,
receiving bankers and registrars who keep investors’ funds for long
periods sometimes without interest payments, etc. There are problems
of management and orgamisation, especially with indigenous frms in
addition to the short investment horizon,

While economic democracy s a good thing, some of the captains of
industry are still to show the example! is it more coincidence’ that some
moguls of industry whe later became Presidents of the Nigerian Stock.




Exchange did not bring a single company of theiry to the Exchange 1o be
publicly quoted? This has always puzzled me. In whal greater way
does the President of the Exchange show leadership by example or faith
in the Exchange?

The new dispensation calls for more, not less, from government but only

in l.p'pmprhm roles. Emphasis should be on;
provision and mamtenance of infrastructure faclities (physical, social
and institutional infrastructure);

* formulation and implementation of appropriate rules, re
and laws that will promote efficient functioning of free markets,
protect private property and encoursge competition and ameliorate
the ugly face of market forces;

* promotion of macro-economic stability with particular emphasis on
the stability of domestic prices and the foreign exchange rate;

* promobion and protection of free flow of poods across state
boundaries and elimination of state and local government barriers to
trade in the name of revenue drive by these lower tiers of
government; and

* the creation and protection of an enabling environment as repeatedly
emphasized in the course of this Summit,

Let me now turn to the question of bencficiaries of economic
apportunities,

Economic Opportunities for Whose Benefit?

It i= necessary to determine intended and actual beneficiaries of the
actualization of economic opportunities. With primary reliance on
private sector investments, the beneficlaries are shareholders and
consumers of goods and services,

Where there are major divergences between private and social benefits
of private sector investments (externalities), state intervention is
necessary o ensure sodally opimal levels of production of goods and
services. The goods and services must satisfy the basic needs of the
majority and they must be affordable. The private sector must develop a
longer investment horizon and make the necessary imvestments in
market promotion even in marginal rural markets so thal major
segments or geographical regions are si'mpl}' not left behind because
they are not currently profitable. While it is expected that conflicts
mighl sometimes ooccur betwesn the interesis of shameholders ond
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consumers, the promotion of competitive markets will minimize such
conflicts.

Government will need to play a more active role in environmental
monitoring Lo minimize environmental degradabion especially where
externalities cannot be internalized for a variely of reasons such as high
transackions costs. A classic example is the perennial conflict, somehimes
resulling in many deaths, between Fulani cattle herdsmen and arable
crop [drmers in many northern states, where government mivrvention
bocomes inevitable, In the new dispensation in a deregulated economy,
government machinery should he able to settle disputes between private

parties as well as protect private property rights.
Outstanding Issues on the Actualization of Economic Opportunities

Let me now brnefly treat some outstanding issues that stand in the way
of exploiting economic epportunities in Nigeri,

1. Lags in Realising Economic Opportunities
There are three major lags that public and privale investors must
drastically eliminate to derive maximum private and social pay-off
from the exploitation of economic opportunities as we approach the
st Coentury.

First is the lag between the emergence of an economic opportunity
and its discovery by prospective investars. What faclors determine
the length of this lag i the Migerian economy? These include
information; technology {as with new seismological techniques that
speed up identification of hydrocarbon reserves that could not be so
easily located with previous technolegy). The dscovery of the
suitability of the northern states for fertihizer-responsive malze
production is a case in point; so is the case with the discovery of
commercial quantities of solid minerals in Bauchi and other states.
Both government and the private sector need o mvest more
resources in research and modern exploratory technology to reduce
the economic opportunity lag.

Second is the lag between the discovery of an economic opportunity
and its exploration. Factors determining the length of this lag
include the set of pipeline activities thal must npecessarily be
completed to determine economic viability of the project.  These
includy pro-feasibility studies, feasibility studics and appraisal




studies leading to a decision based on the usual investment decision
criteria and investment decision rules usually employed by private
investors, Other factors determining the length of this lag include
arrangement of the fnancing package, obtmining necessary
approvals [rom government regulatory authorities, Sometimes, the
lags can be long, as in the lag between the discovery of oil at
Oloibird (19587) and commercial production and export (19717) and
the explottalion of solid ounerals. For private investments, the
usual bottlenecks are in those areas where prospective investors
musl deal with government agencies [or necessary approvals.
Efforts to set up a one-stop clearing house to accelerate the
approval process has not vielded the desired results. When the
length of this lag in Nigeria is compared with what obtains in other
countries, it becomes clear whey foreign investment, or any
investment, is only flowing in trickles. Very urgent institutional
and policy reforms are required to accelerate the government
approval process and reduce the long investment lag,

Finally, there is the lag between the exploitation of an economic
opportunity (an investment) and achievement of the desired (mpact
through project output. Factors affecting the length of this lag
include the pestation period of the project (e.g. cocoa, rubber, oil
pialm plantation; loilet roll production, LPO financing of Christmas
hampers imports, etc, all have different gestation perfods), and the
underiving infrastructural (scilities.  Government  investment
projects are notorious for the unusually long length of this
investment impact lag (e.g. lwopin Paper Mill, Ajackuta; Delta and
Katsina Steel Projects, Car Assembly Plants, elc).  There are
hundreds and possibly thousands of investment projecis  of
povernmenl at the Federal, Siate and Local levels that hawve
congumed billions of Naira but have litthe impact to show after
decades of resource guzrling. The solobion s for government to
completely divest from these projects.

Privatization

Government should be congratulated for the highly commendable
record on privatization. One does not underestimate the palikical
opposition and power of vested interests determined to derail the
coirse. of privatization. There are reports of abuses of the
privatization especially in the banks, bul the wrong conclusions
have been drawn. It is rol during privatization thal you begin lo
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gquestion long standing ineguities in the distrmbution of personal
incomes, Value judgements aboul personal incomes of individuals,
unless eriminal behaviours is ovident, should not be confused with
the merits of privatization. If there are statutory hmiks on
individual shareholding, SEC should have momtored complinnce
together with the TCPC (BPE) and the Corporale Affairs
Commission which has data on the companies that might have been
used as frants by some individual investors.

My recommendations: once it is proved that some individuals have
axcreded set statutory limits on individual sharcholdings in the
hank, the surplus should be sold on Uhe floor of the Stock Exchange.
But [ must quickly add that there should be no difference between
the big (3) banks and all the other banks, 1t must be o
comprehensive determinabion of wiolations of statulory limils on
sharcholding whether it is first generation or [ifth generation. | am
of the view, indeed the strong view, that our privatization has not
gone far enocugh.  And the problem 5 structural:  public
buresucracies are fatally handicapped as business enterprise. It
matters not whether the meanaging directors and booards of
governmanl parastatals are changed with every change in regime or
whether, as hes frequently happened, the same regime decides to
change these MDs and Boards many times during its own kife ime,
Neither does it matter how many probe panels are set up or
whether probe reports or white papers on them are released by
government or nol. In my short life time as a policy analyst, | have
seen enough recomposition of boards, management teams, removal
and replacement of MDs with immediate effect and probes wilh or
without white paper to make me a complets agnostic in parastatals.
It is not this government that i to blame. It 15 the structure of
parastatals engaged in commercial activities that are belter
performed ;by the private sector that is fatally flawed and should be
scrapped.  Those who criticize this government for instituting
probes or for failing to relesse while papers merely attack the
symptom but leave the disease Lo grow cancerously.

This Administration has demonstrated bold conviction leadership
in the 1995 Budgel, The nation requires further privgtization for the
economy to move forward. Vested interests would always dream
up elegant arguments (o protect their turf. Only some years back,
they told us national security would be compromised if private
airlines were allowed to operate or if courier service companies
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were allowed to carry madl, It is difficall to magine how much
further our economy would have sunk if the national economy now
depended on only Nigeria Airways or NIPOST. | used this analogy
m advocating the establishment of private undversilies Lo break the
anhealthy monopoly of the public sector in university education
during the Inaugural Convocation of the Universily of Agriculture,
Makurdi, on 9 March, 1991 wilh former President Ihrohin
Bubangida sitiing right next to me. He not only agreed totally with
my advocacy but followed it up by issuing the necessary directives
to promulgate a decree and for the Nabonal Universities
Commission to prepare the necessary guidelines. | am personally
pleased thal some progress, though rather slow, has been made
towards the establishment of private universities in Migeria. The
privatizalion programme must be pusued with renewed vigoar
and it should display more courage and conviction than we have
witnessed so far. | shall make specific recommendations shortly.




Policy Stability

Policy instability exists when there are frequent revimions and
modifications in policy and quite often complete palicy reversals.
Changes in policy are sometimes rooted in changes in mgime. A
new regime introduces policy changes for any of three reasons.
One, policy changes may reflect genuine changes in priorities where
a new regime has a coherent policy of its own that differs from the
inherited policy. The change from the control regime and the era of
essential commodities in the Bubari regime lo the deregulated
economy and reliance on free markets mm the Babangda regime 15 o
fundamental change. Two, o new regime may introduce policy
changes merely as a legilimizng exercise, o win legitimacy among,
skeptics and neutral observers as to whether the new regime will
make any difference. Unnecessary policy changes are introduced to
win legitimacy i the early Ufe of the regime after which the
difference between the new regime and the previous ones is as wide
as the difference botween one score and twenty, Our experience
shows that it s not only changes in regime (pobitical instability)
which cause policy instability. Policy instability comes when in the
same regime, Ministers are frequently changed. In the Babangida
era, there were 8 Ministors of Agriculture in 8 years.

Since January 1993, Nigeria has had four Ministers of Agriculture in
28 months, giving wn average of one Minister every 7 months, Since
January 1993, Nigeria has had 3 Ministers of Finance, an average of
1 Mirnister of Pinance every 9 months. Contrast this performance
with Ghana: the Minister of Finance, Mr. Bochwey, has been on the
same job in the last 14 years while Admiral Obimpe was Minister
for Agnculture for over 8 years and Ghana has not had more than
2-3 Ministers of Agriculture in the last 14 years. b is true that while
Ghana has had one Head of State in the last 14 years, Nigera has
had 6. The problem of frequent changes in Ministers for policy
instability is exacerbated, indeed compounded, whan either there is
no cohermnt sector policy of the regime or where the regime is so
precccupled with other matters it does not pay due attention to
some sectors with the resull that each new Mindster carves out his
own agenda of prionties for the sector and implements it as he or
she knows best,

It is in this context of policy instability that the 1994 budgel must be
regarded as a grave sethack that shouwld nover be allowed (o recur,
The policy signals emitted by the 1994 budget were both confusing
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and inconsisient, Much as we now a d the Federal
Government over the 1995 budgel, some of us stll continue to
ponder how the 199 budgel happened and we tremble in fear
whether it can happen again, in the near or distant future. The
nation must move forwoard and we are happy that we are back on
track weith the 1995 budgel.

4. National Consensus on Natienal Economic Policy Thrast
Italy has had over 45 governments since 1945, If economic policies
were Lo change at the dizrying rate that governments have changed,
there would have been crippling policy confusion and an economy
in ruins. Bat there has been impressive ecomomic stability and
progress in the face of political instability becouse of the substantial
consensus within the polity on the basic throst of national economic
policy. The outstanding challenge in Nigeria is how o achieve
national consensus, ot least consepsus among the main power
centres and elites, on the fundamental thrusts of national economic

policy that is invariant to changes in regime and changes in
Mindsters,

The second National Economic Summil is 8 major milestone in the
quest for this national consensus. The proceedings should not stop
ol the publication of a Proceedings Volume (Ecomomic Action
Agenda) that is priced oul of each of all actual and potential policy
makers and advisers. Information to assist in moving the country
towards national consensus on the economy is of fundamental
importance for future sronumic policy stahility and it needs mass
circulation and dissemination by government organs as one major
contribution of governmenls towards future patiomal economic
stability. Assistance is needed from communications experts in the
private sector on how the main conclusions and recommendations
of the Summil can be widely disseminated among pockets of
opinion leaders within the country.

Conclasion

The Head of Stais, Commander-in-Chiel of the Armed Forces of the
Federal Republic of Nigeria, Genersl Sani Abacha, Members of the
Provisional Ruling Council, Members of the Federal Executive Coundil,
Captains and Moguls of Industry, Distinguished Ladies and Gentlemen,




let me round my brief dinner lecture with a few concluding comments
and observations,

First, dialogue between government and the private sector (organised

and the unorganised) should be regularized to:

* serve as a clearing house for policy ideas, the regulatory framework
and actual and polental constradnte of the political and economic
environment.

* ontrench a national consensus on the fundamental guiding principles
of state economic policy that remains mvariant in dts basic (core)
alements to changes in regime and changes i Ministers and

* provide a forum for facing feedback lmkages between the private
sector amd government,

| recommend that the dialogue should be broadened in a serious sense so that
a triengular Summit of governmenl, science and industry replace the present
Summil that i8 largely between government and the private sector. Nabions
confronted with national challenges hove always forged this triangular
relabionship. When Russian launched Sputmuck in 1957, America was jolbed
mlufurgingﬂtrmngnhrr&htmmhphﬂtwﬂnguvennnem soience  and
ndustry that produced the sprawling space industry in Califormia and
successiully landed the first man on the moon in 1969, on schedule as
demanded by President Kennedy. India was the langhing stock of the world
with its famines and mass starvation in the 19405, 19505 and 1960s. To check
the drift, India swiftiy moved to resrrange its institutions for agricultural
research, training and extension by establishing the first two agricultural
umiversities i 1960; today in 1995, India has thirty-three agricultoral
umversities. It was these agricultural uriversities that spearheaded the Green
Revolution in India which can now boast of thirty million lons of surplus grain
some of which it donated to some East African and Southern African countries
during the 1991 - 93 period.

Much earlier, when The Netherlands (Holland) was confronted with huge bills
for wheat imports at the turn of the last century into the beginning of this
contury, it established the world renowned Wageningen Agricaltural
University in 1918 which has revolutionized agriculture in The Netherlands
and turned it into one of the major players in world agricultural exports. Take
the United States of America which started the concept of agricultural
urdversitios with the establishment of the first (Michigan State University, my
alma mater) in 1857; today the Uniled States has 75 land grant agricultural
universities in every State. These universities have created the world’s
strongest agricultural economy and turned America into the world's leading




agricultural exporter. Other countries that followed suil and established
agricultural universities include Sweden, Norway, Denmark, (all with very
productive agriculture), Hungary, Poland, Czech Republic, Bulgaria, Pakistan,
Bangladesh, Thailand, Kenya, Tanzania and Morocco.

In all these success stories, {t was the triangular, tripsrtite alliance between
government, science and industry (agriculture) thal locused national energies
an the food problem, broke the constraints and turmed agriculture around. The
Federal Military Government established two Universities of Agriculture at
Makurdi and Abeokuta in 1988 and a third i Umudike in 1992 They need
sustained political end budgetary support of government o enable them
realize the historic mandate as agriculiural universities in other countries have
done, After 7 years 4 months running the University of Agricalture, Makurdi,
and with only a few more months to go, | am a stronger belisver in the
potential of agricultural universitics than when | started in January 1988 and
recommend continued supporlt of the Federal Government for these
agricullural universities.

Third, | recommend a bolder more courageous privatization programme. In
my scheme, this country will know no economic peace and true sustained
economic property until NEPA and NITEL are fully privatized. Archaic laws
that confer monopoly powers on NEPA and NITEL should be repealed o
allow new competitors to usher in a new era of provision of ubility services.
NEPA and NITEL could be rendered as irrelevant as Nigeria Airways now is
by opening up to private sector operators.  But this requires political courage,
lots of political courage, something the Abacha Adminstration s amply
endowed with.

Fourth, the private sector must institute its own cleansing mechanisms to
mimmize the ugly face of free markets and private property, as recent
experiences in the finance sector remind us all. We go further: the private
seclor through spokesmen of its associations should balance its concerns over
the foreign exchange rate with public admonishment of some of its members
who are s0 hooked on raw materials and spare parts dependency that they
have done nothing really serious and revolutionary in new process engineering,
technology that utilizes domestic raw materials, The companies that have
invested heavily in new process engineering technology are doing well and are
surviving the high foreipn exchange rote regime. 1L serves hittle purpose to
depend so heavily on row material imports which in turn put pressures on the
foredpn exchange rate and then tuen arpund to blame the Central Bank and the
Government for the high exchange rale regime.




Fifth, the exploitation of economic apportunities must place primary emphasis
on the quality of human capital, the quality of our people. The Summil must
place appropriale emphasis on education, particularly the problems of
university education which require urgent government attenbion.  Finally,
Head of State, Commander-in-Chiol of the Armed Forces of the Federal
Republic of Nigeria, Members of the PRC, Members of the Federal Executive
Council, Captains and Moguls of Industry, [Mstinguished Ladies and
Gentlemen, permit me to quote the warning in the Book of Proverbs in the
Huoly Bible that “Where there s no vision, the people perish”. [l is my prayer
that God Almighty will continue to endow our leaders in the public and
private sectors so that Nigerians, as a people, will flourish and prosper.

I thank you for your attention,




Appendix Q

Question and Answer Sessions
Eﬁdﬂy, 5 M-FJ 1955

Dir. Michael Omolayole - Omolayole & Associates

My comment relates to Capital Gains Tax (CGT). While one group
recommended its abolition, another group recommended its reduction to 10%.
[ suggest we should abolish CGT completely.

Henry Okolo - Aluminium Technologies

My question is on Education. Government cannot, on its own, fund university
education, The issue of free university education in Nigeria should be re-
evaluated.

Dele Solbrowale - Vanguard Media Limited

| think the issue of population control should have been more effectively
handled. I think the group on Infrastructure should have come up with firm
recommendations. Otherwise, any reform measure aimed at economic growth
may be rendered ineffective if population growth is not controlled.

Amar Khan - First Securities Discount House Limited

Why didn't the group on Financial and Monetary Systems recommend
chimination of value-based transfer charges such as Commission on Turmover
(COT)? This is a major impediment to efficient transfer of surpluses to deficil
units. This is a rent on savings. COT is an overhang from times when banks
needed to be incentivised to undertake commercial banking activity, Given
the growing and potential size of the deposit base, promoters are actively
seeking commercial banking licences.

Atedo Peterside - Investment Banking & Trust Company Limited (IBTC)
We agree with Mr. Amar Khan, and we actually considered this issue in oar
presentabion. The objechive is to reduce transaction costs on payments, and
free up the syskem to engender competiion smong banks aml therehy
promote efficiency,




Dir. Remi Aribisala

I agree with Group 5 on rationalisation of multiple specialised banks. Al the
same time, there are indications of the need for financial arrangement for
women entreprencurs and solid minerals development. In giving thought to
these needs, whal are your suggestions on implementation strategies to meet
these needs in order to satisfy the requiroments ol agitators for banks for
women and solid minerals, ete.?

Atedo Peterside - [BTC
Let us go to the root of creating incentives to lending rather than establishing

Chief Olu Akinkugbe - WAMCO PLC

Did the Fiscal System Group consider the desirability to restore zero tax on
franked investment income by corporate bodies as a further incentive to fresh
investment?

Oluseyi Bickersteth - Arthur Andersen & Co.
We agres thal there should be a zero tax on franked investment icome.

Yomi Akinade - Mutual Trast Savings & Loans Limited

Is there a proposal or law o allow an effective or forcible takeover of
distressed banks by NDIC without the consent of existing shareholders who
already have negative networth in the existing institution a ln FDIC?

Atedo Feterside - IBTC

There 15 a provision in the legislabion for Central Bank of Nigeria (CBN) to buy
up a distress bank for N1.00. The problem has always been with the interval
between the occurrence of distress and disposal of the affected bank by CBN.

John Ebohdaghe- Nigeria Deposit Insurance Corporation (NDIC)
My guestions are for Alhajl Ismaila Usman. Don't you consider that requirmng
upfront payment for imports would put inflationary pressures on the
economy? Secondly, we have had records of both instability in government
and policies. How i this problem propesed to be solved in future?

Alhaji Ismaila Usman - Central Bank of Nigeria (CBN)

Inflationary pressure occurs not because of upfront payment to suppliers but
because of the debt overhang and inflation “imported” from country of origin
of the mmported goods. We ggree that there is need for continuity in
government, Succeeding governments have relished the prachice of ignoring

Eronomdc Sommlt 271




commitments by their predecessors.  Bul this & wrong, and we have
recommended in our report that the practice should be discontinued.

Anon
Was re-nationalisation of banks not a topic of discussion by or interest 1o the
group that worked on Financial and Monetary Systems?

Atedo Peterside - [BTC

We comsidered this at policy level and recommended that the issue of
ownership needs to be resolved. What government must realive is that
ownership and control are not necessarily colerminous. Government can
control the banks through CBN without ownership in one form or the other,

Binaisa
Is any part of the external debt illegitimate? If so, what are your
recommendations?

Alhafi [smaila Usman - CBN

There is no illegltimate debt. | remember that at a time 59 billion claims were
submitled for payment. But after scrutinisation, only about $4 billion was
accepled and promissory notes were accordingly issued for that amount.

Faysal El-Khalil - Seven-Up Bottling Company PLC
| want to gualify the recommendation of the group that worked on Fiscal
System. VAT rate should only be increased after abolition of other taxis.

Director of Customs
There is no reason for duty duplication on goods impurhe-d through Cotonow.
There should be no duty paid on such goods in Nigeria.

Mohammed Hayatudeen (Moderator)
This question is not relevant al this stage as the bme of the group (Group 3) to
which it relates (s over.

Dr. O. P. enkwe - Univemity of Jos

hd you make any specilic recommendation on the revitalisation of the rail
nebwork or perhaps expanding them, as a means of salvaging the decay of our
road network across the country?
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Vincent Maduka - LECCOM Associates

We did examine the state of the railways and suggested ways to make the radl
system effective for our mass transit needs. Additionally, we talked on
utilisation of walerways as means of mass transit for cities alomg Lhe coast, like
Lagos and Port Harcourt, and roads in areas off the coasL

Deele Sobowale - Vanguand Media Limited

Will the group that worked on Infrastructure please comment on ils
recommendations for placing Nigeria on the global nformation super
lughway, which is rapidly bypassing the nation?

Vincent Madoka - LECCOM Associates

Information super highway 1 a combination of telecommumcations and
computers wsing lntest technology like the sateilite. It means that vast
information are being moved arcund the world within a very short Hme.
Through it, you can plug into global information network from your home.
Beyond the large dish needed as the media, you do need such infrastructure as
the lines to your telephone, modems (interface) and an entrepreneur who runs
a network that will link you up. The Nigeria Communications Commission is
the regulatory organ supervising the hberalisation of wlecommunications in
Migeria.  NITEL presently has excess capacty for external digital
communications to provide these facilities, Private compamies are also coming
up with the same infrastructure due to on-going deregulation of the industry.

Comrade Godwin Erapi - Nigeran Labour Congress

What is the position, if any, of Group 16 (Women Participation in National
Development) on the issue of women's right and abortion and the issue of
child marriage?

Mrs. Hamra Imam - University of Maiduguri Teaching Hospital

This tssue was not discussed by the group because we considered it unethical,
especially in the Nigerian context. The matter has been discussed at many
international fora, and there has been no consensus an it It is & matter for
each society to address, depending on iis culture, religion and acceptability.
On the question of child marrisge, what is needed is legislation by
Government on the minimum age which s girl must attain before she s given

oul in marriage,

Prof ]. O. Igene - University of Benin
Group 10 recommendation urged Government to increase funding to
primary and secondary level of education. In view of the cll for the




deregulation of the economy and for the introduction of privale universities,
don't you think that the ime has come to call for the payment of a reasonable
tuition in the universities given the deplorable state of faclibes m our
uriversities T

Chief Olu Akinkugbe - WAMCO FLC

The group deliberated on this point and it was incorporsted into oor
presentation. At the tertiary level, we should aim at cost recovery by having
students pay for their education. Government can no longer bear the entire
burden of funding education.

Anonymuous

The Infrastructure Group needs to recognise the logal system as a key
infrastructure element which needs to be wpgraded. For the grou
worked on “Partners in Progress”, | think the emphasis should be on "service”
as the role of civil servants/ government rather than governance.

F. C. Nnadogie « Interlinked Technologies Limited

What recommendation did Group 10 make on the lingering issue of handover
of schools taken over by government. In my view, you cannot fully address
privatisation if this issue remains unresolved.

Chief Olu Akinkughe - WAMCO PLC

Obviously, the environment which persisted when the schools were taken
over by Government have changed tremendously. It is not sutomatic that the
previous owners will take the schools back if Government offers to return
them. Each institution that owned such schools would have o reassess its
position and consider the desirsbility of recovering such schools from
Governmenl.

Ray Sykes - Studio Press

With reference o the skills aspect of education and the lack of faciliies
provided, did the group consider the selting up of company owned Lraining
schools and recommending lax concessions for those who do, a lo Malaysian
experience?

Chief Olu Akinkughe - WAMCO FLC

It is possible o make a case for such company-established schools, but 1
sugirest that enrolment in such schools should not be exclusive to chaldren of
employees of such companies, There should be about 5-10% of the available
spaces reserved for ouilmiders,
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Dr. Suleiman Baffa - Nig. Security, Printing and Minting Co.

S0 much has been said about instability of government and government
policies as the bune of our society, However, | personally think that ihe blame
should not be entirely on the leadership. The followership is also
blameworthy for not speaking with one wvoice and for nol supporting
government, when government does right things.

Adekunle Olumide - Lagos Chamber of Commerce & Industry

My comment is on the recommendation of Group 12 (External lmage and
Support). It is my view that embarking on external publicity for Nigeria is not
cost effective and indeed will be a drain on our foreign exchange resorves.
This task should be Jeft to our Embassies which are better placed to do the job,
What we should do from here {8 lo embark on remedial measures on matters
which have direct correlation with our éxternal image, e g improvement on
reception at the airport, security of life and property, prosecution of advance
fee fraud offenders, transparency and accountability by Government, et

Saturday, 6 May, 1995

Engr. Charies A, Osezua

Given our inability to evacuate and utilise the bitumen produced by the
Kaduna Refinery, could you please explain the objective of Group 21 {Solid
Minerals) in recommending the exploitation of bitumen at this Hme in the
nation's history.

Tuppy Owen-5mith - Mobil Oil Nigeria Plc
| am not aware bitumen is being produced in any of our refineries.

Duro Olatunji - CAP Plic

What is the recommendation of Group 21 on the immense deposit of bitomen
discovered in Ondo State which has not been exploited, even when this is
desperately needed to develop our vital infrastructure?

Alhaji Kaloma Ali - Honourable Minister of Solid Minemls
The bitumen deposit in Ondo State and other parts of the country will be
developed and exploited by Government.
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Abdulraman Yinusa - FSB Intemnational Bank Plc

My comment is on the recommendation of the Solid Minerals Group. We do
nol need a Solid Minerals Bank to finance solid minerals development.
Existing commercial banks and merchant banks can adeguately handle
financing of solid minerals projects, if their lending requirements are satisfied.

J. O. Adeyemi - National Planning Commission

There is presently a multiplicity of institutions in the sgriculiural sector (such
as the ADPs, NALDA, River Basin Authorities and DFRRI). Would it not be
appropriate ko merge some of these institutions to avoid duplication of efforts
and enhance the effectiveness of the programmes? For example, can NALDA
and DFFRI not be merged with the ADPs to make the latter more effective?

George Henni - Cargill Ventures Limited

We do not need a duplication of functions by Governmenl agencies. We
would follow up on our recommendations by ensuring that proliferation of
functions by Government agencies s avoided when such functions can be

performed by one entity for optimal results.

Comrade Godwin Erapl - Nigerian Labour Congress

My guestion to Group 17 (Petroleum) is this: Should further increases in the
price of PMS (petrol) be contemplated when incomes are currently grossly
below waorld standards?

Tuppy Owen-Smith - Mobil Oil Nigeria Fle
[ it better to subsidise refined potroleum products and have government lose
revenue or 15 it better to eradicate subsidies and have government and the
industry prosper? | think the decision on market pricing has to be made for
the industry and the nation to move forward.

L. Sikand - Leventis Group
Why is there a persistent shortage of LPG for industrial use? What
recommendation is being made o overcome this problem?

Tuppy Owen-Smith - Mokil Ol Nigedia Plc

Shortages are atiributable to malfunctioning of the refineres, and their
inability to produce to full capacity. ShuﬂqFE will only end whan the
refineries become operationally efficient.




Vincent Maduka - LECCOM Associates
| will like to know if the Salid Minerals Group discussed the environmental
impact of mineral mining activibes.

Alhaji Kaloma AH

The group discussed this matter o prevent vandalisabion of the environment
by miners, Apart from the requirement that miners are required to cose up
the land to allow for agricoltural use, Government also has a rehabilitation
programme for mining Helds that have been vandalised. 1 will dite for
instance, a miner [ saw in the Plaleau during my recent tour. Even though the
koles were not closed, the ducts were being used for fsh farming and
trrigalion,

0. A. Azubuike - Nigeria Customs Service
How urgent is the need o incorporate the processing seclor to add value to
solid mineral products for export?

Alhaji Kaloma Alj

Government will encourage the growth of small firms o process solid

minerals. Already in Jos, there is one big plant, there is 8 medium plant and

there are aboul 15 small scale plants processing kaolin (gypsum). As far as
stones are concerned, we do not have any set-up yel to clean up and

process them for industrial use. But this will be addressed in future.

Dir. Joe Ellah
| have three comments to complement the recommendations of my group
(Group 17 - Petroleam)

1. In order to lerminate our cash call problem which is often associated with
uncertain and gquestionable claims by JV operators, the [V partners should
u_Iurkﬂsueruicﬂmnhackﬂﬁ{luNNPﬂj. This will induce competition
among them, reduce cost of operations and increase efficiency,

2 In view of the difficulty encountered by investors in an atlempl lo oblain
gas from [V partners, even when we have over 100 trillion standard culbic
of gas reserve, any JV company that deliberately refuses to supply/provide
gas Lo an investor should be severely

3. Wigeria should borrow a leaf from Malaysia and adapt NNPC to the
Malaysian model - PETRONAS - thus operate commerdally, pay PFT
royalty and dividend.
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A. Olumide - Lagos Chamber of Commerce and [ndustry

The political vision prepared for us by Group 21 is imaginative, especially the
area on consensus building, Huwr::r,lﬂ'ﬁnkwﬁwillmﬂybenhlﬂh:uﬂnt\
this if we have power sharing. In doing current assessment, “the poor state of
bureaucracy” in Nigeria was noted. However, solubion to this was nol
mentioned in the vision. Without o virile and strong bureancracy, the vision
will be a mirage.

Dr. L. P. Ofinnaka - Central Bank of Nigeria
By the year 2025, whal is your vision of the struchure and role of the mibitary
establishment in the new Nigeria?

Dotun Sulaiman - Arthur Andemen & Co

| can only envision whal their role will not be. They will not be in
government. Their relevance will not transcend the role played by the military
in all cvilised societies.

Dr. K. 5. Adeyemi - Union Bank of Nigeria Plc

The group on “"Vision for Nigeria” has made o realistic dream for Nigeria in
the year 2025. However, why has the group been silent on providing a
strategic guideline as to how we get to Nigeria 20257 [n other words, what

type of economic planning regimes is the group recommending if Nigeria is to
dovelop the capacity to arrive at this Utopian 20257

Brian Andemen - Shell Petroleum Development Company Lid (Shell)
We didn't have enough bme o develop the strategies. That is why we
recommended a National Vision Conference to complete our unfinished work.

Chief Ola Akinkagbe - WAMCO Plc

Did Group 21 consider the desirability to eliminate or de-emphasise the
"Niggerian factor” in deing things and to substitute the "proper factor” in this
place?

Dotun Sulaiman - Arthur Andersen & Co.

We said Nigeria will be well ordered, well governed, just and equitable, etc,
This will take care of the “Nigerian factor”. In fact, by then, Nigerian factar
will be & positive attribute.




Frof. Joe Uma - National Manpower Board, Lagos

A soentific visioning efforts as reflected by preparation of National
Perspective Plan had started at the National Planning Commission (NPC) over
the last three years, How would the Summil visioning efforts be aligned with
the on-going perspeclive planning effort at NPC? The country requires one

coherent vision [or success,

Birian Anderson - Shell

The concept of vision is different from the concept of planning. They do not
mean the same thing. The plan is o be subsumed Lo the vision, since vision is
a collective view of the people and provides the engine lo move a nation
forward.

M. Ahmed - National Planning Commission

Group 21 mcommended the setting up of one central *Vision Task Force”,
Would it not be more realistic to hove several task forces (perhaps co-
ordinated by the Central Task Force) to develop the vision al several levels?

Ken Orji - Diamond Bank Lid

By the time the vision i in place, all the concelvable inlerest groups in Lhe
nation would be brought together. We do not want to have an unwieldy
process that will in the end make the vision ineffective,

Ayo Ogunlade - Hon. Minister of National Planning

Leadership evolves and o nation gets the leader he doserves. We have looked
into the past and have found that our yesterday dictated where we are today.
Nigeria of 2025 will not Jook at the pockets of the man 1o lead but his
antecedents. The followership has to determine the kind of lsader they desire.
The followership will be knowledgeable enough and enamoured to say no lo
an uncdesirable lvadership.

Obinna Nwachukwu - The Sunday Magazine, Lagos

Group 21 failed Lo clearly articulate the role and place of the media in the year
2025, especially its relationship with the Government. Will press freedom be
ensured or handered? Will the decision of the law courts be respected?

Dotun Sulsiman - Arthur Andersen & Co.

The issue of free press is well catered for because we mentioned that the
nation will be well poverned. The antagonism we have today between
Government and the press will be a thing of the past, hopefully,
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Ayo Ogunlade - Hon. Minister of National Planning

We also hope lo have & press that will not look up to “brown envelopes” and a
press that will imbibe the elementary rules of journalism, We will have a pross
that will be knowledgesble, virile, investigative, credible and internationally
compelitive.

L. N. Dikedi - “Nigerian Citizen”
Do you agree with the view that “bad people make democratic system of
governance necessary, bul good people make it work?”

Fola Adeola - Guaranty Trust Bank Hmited
Yes.

Commde Godwin Erapl - Nigeria Labour Congress

The real threat bo Vision 2025 is not the ordinary Nigerian, but the efite and the
political class who are intolerant of each other’s aspirations. For Vision 2025 to
succeed therefore, there must be a fofal re-orientation and re-dedication of the
elite and the political class, in line with the ideals of your vision.




Appendix R

Vote of Thanks/Closing Speech presented by Pascal G. Dozie,
on 6 May, 1995

Protocols

It is indeed a pleasure for me to stand before you to give this vote of thanks. |
am sure | am echoing the sentiments of each and every one of us if 1'say that
this Summit has been, in all respects; very successful. It is now my duty, on
behalf of the Nigeria Economic Summil Group, to give thanks to all those who
have contributed to its success.

First to our Head of State and Commander in Chiefl of the Armed Forces,
General Sani Abacha, 1 have to say thank you very much indeed for the
concern and encouragement you have given to this Summit and for

demonstrating visionary leadership.

Secondly, | will like to thank the Chiel of General Stalf and Vice Chairman of
the Provisional Ruling Coundil - LL. Gen, Oladipo Diya, and other members of
the Provisional Ruling Council for their immense support.

Our special thanks go 1o:

*  The Secretary to the Government of the Federation - Alhaji Aminu Saleh,
for his support and wise counseiling before and during the Summit.

* And to our landlord, The Honoursble Minister of Federal Capital
Territory, Abuja - LL. Gen. |. T. Useni, for giving us his tme as a Special
Guest of Honour,

I will also like to thank The Honourable Minister of Finance, Chief Anthony

And, for ably representing the Chief of General Staffl as a Special Guest of
Honour, Whilst so dotng. may 1 also use this opportunily to thank all the
Honourable Ministirs und the Governor of Central Bank of Nigeria for their

active participation and sopport.

To the Ministers who made presentations lo the summil, we thank them for
helping us understand the various dimensions of the Nigenan economic
challenge and the aspirations of their Ministries,

Econeumlc Summit 287




Now lel me give thanks 1o our Guest Speakers:

-

to Dr. Morley Nkosi, who helped us understand that national unity is a
necessary condition for successful ecomomic development;

to Mr. Adit Jain who spoke on Indian experfence lghlighting the need for
a strong nation-wide support for economic

to Dr. Noordin Sopiee, who spoke on the L'h]ﬂ}"li.ﬂl‘l experience, from
which we could learn several things, particularly that a 6% to 8% real
economic growth over a Mbyear period can provide spectacular economic
deve . which is essential for m:u:!li and political stabikity;

to Prof, F.S. fd'.m:huba for challenging us to embark on sunilar reforms with
special emphasis on the development and nse of our local resources Lo
cnable us jom the ranks of the emerging "Tigers".

Chur thanks also go to those who made presentations, as follow:

o Mr. Lawrence K. Freeman, of the EIR, USA, and Schiller Institute,
Cermany, for making us stop and thank and helping to provide a diversity
which al times helps to build consensus;

to the representative of the World Bank for helping us recognise thal there
are external constraints which we must manage in setting our own future
economic direction;

to Mr. Meil Blackburn and the OFTS for helping us understand how to
keep the golden goose healthy and growing;

te Mr. Jean-Claude Delthell and Michelin, for opening our eyes to a major
foreign exchange earner that can, if planned and executed nght, add to
our resources and move us away from over reliance on oil;

Now to others who contributed to the success of the Summit:

to the 21 Groups (Leaders; Rapporteurs and Participanis) we thank you
for again demonstrating the power of candid and free dinlogue. This has
moved our agendas ahead again on all fronts. Next Summit, [ hope, will
muove ahead again on even maore fronls;

to the media, for their excellent coverage and questions durmng our daily
Press BricHngs;

to the stalf of the NICON NOGA HILTON [or their hospitality; and

to our support staff from both the private and public sectors for working
day and night to make us equally productive day and nighL

Special thanks go to all those who have sponsored the Summil financially and
otherwise, in particular, The Federal Government, Shell Petroleum, Mobil,
Michelin, 7-UF, amongst others. We will make a complete list availeble to the
press shortly.




We cunnot end this vole of thanks without mentioning the efforts of the
Director General, Economic Affairs, Office of the Secretary to the Federal
Government, Alhaji Ihrahim Ida, who contributed with logistic support that
helped to make the Summit successful.

In expressing my thanks, no doubt, | must have missed out some people who
also contributed to the success of the Summit. The safest way lo cover my sins
and offences is to kindly request the audience o stand, Now, we can give
ourselves o round of applause for a job very well done.

Let this round of applause be symbolic of our commitment to working as
partners-in-progress [owards moving this nation and its people forward.

Let the world know that we are now harnessing our immense potential. Lat
the people of Nigeria know that we are commilied o improving the standards

of living and guality of life of every single Nigeran.

May [ now ask you to give our Head of State and Commander-in-Chief of the
Armed Forces a resounding applause for his visionary Isadership.

‘You may now be seated.
Long Live Nigera.
Thank you very much indeed.




Appendix S

Closing Address by the Head of State, Commander-in-Chief of
the Armed Forces of Nigeria, General Sani Abacha, GCON, mni
at the 5econd Nigerian Economic Summit on Saturday, 6th
May, 1995

Protocals

It is with pleasure and:satisfaction that | congratulate you on the successful
completion of the Znd Migerian Economic Summit which started three days
ago. I is indeed a significant achisvemenl on your part that you were able Lo
mplement in full, the extensive programme you drew up for the Sunumil.

In the last few days, you have been enpaged in the task of putting heads
together to examine the various sectors of the Nigerian economy, analyse its
structures, strengths and weaknesses and in the end chart a viable course for
ity future development. As you will have noticed, government has taken
active interest in the conducl and proceedings of the Summil. A clear
attestation of this has been the very aclive and committed participation of
sendor public sector functionaries, who have been at hand all through the
Summut Lo rub minds with their privale seclor counterparts, The hard work
done together during these three days has truly shown the spirit of
“Partnership-in-Progress”.

Our support for the Summit has been predicated on the hope that the
participants would bencfit fully from the recognition thal while the public
sector has the responsibility of creating stability and providing the enabling
environment, the private sector, on ils part. has the responaibility Lo provide
activities, capital and the know-how o develop the economy, which primarily
include the problem of finding practical answers (o such gueshons as how 1o
drive down inflation and ensure efflcient resource management leading lo
optimum growth of the GDP, and how to achieve stable exchange and interest
rates, Others are how o generale more domestic savings and investmenls,
and how lo attract foreign thvestments Lo expand the productive base of our
economy. Answers ire also required on how to diversily our export sector to
achiove the desired balance between oil and non-oil exports, how o apgrade
the quality of our aducational and infrestructural facilities such as electricity,




transportation system, telscommunications services and the provision of
adequale and potable water to our community. Above all, we need to find
acceplable ways of ensuning that the private sector plays its role as the engine
of growth Lo ensure sustainable development.

From the submission made during the Summit, it is quite obvious that we can
learn from other countries and other smocess storiss. But most significantly,
we do believe that as Nigerians, we have to come up with solutions that can
work in Nigeria and for Nigerians,. We need pood and practical ideas, ideas
which will work in Nigeria and will be acceptable to our peoples. We must
have our vision towards the building of a clear consensus between conflicting
interests in order to achiove and implement workabls programmes that wall
visibly improve the quality of the lives of our ctizens. What we need is a
short, medium and long-term vision that will lead to concrete results which
are also uchievable.

I will not like to pre<judge the result of the Summit before you complete your
various assignments and compile your Report. However, il is obvious Lhat
even al this stage, both the Private and Public Sectors are generally agreed on
certain eribical issues. These issues are the need for a financial sector that will
thrive and enhance capacity utilisation in existing industries, and the need for
an agricultural sector that will feed our teeming population and our industry.
There is also the need for a parposeful educational system that will develop
the minds and skills of our people. [ am delighted thet all these major areas
have received thorough appraisal, which have led to extensive and far
reaching recommendations. Some of your recommendations will require the
taking of bold decisions and these decisions will need in-depth analysis and
considerable attention to ensure successful implementation. In addition, we
will need to build a support both domestically and externally as well as make
bold moves to ensure that what we do is fully understood by Nigerians. [,
therefore, call on you all to be patient and restlient in the pursuit of these

objectives.

While the Summil has come to a close, you will apprecate that for
Government the work has only started. We must first of all examine the issues
you have raised and lhe conclusions of the Summit. We will then define an
action plan and direct our attention to its implementation. Since the success of
our work in that regard will be measured by visible resulls, we have much to
do and so we have to start work immediately. First, we must make sure that
all the recommendations that will enhance the atlainment of the goals of the
1995 Budget are fully implemented in order o improve the mvestment
climate. Then, we will commence work on the preparation of the 1996 Budget




which, we sincerely hope, will take care of the other recommendations of the
Summit. Thereafter, we will look at the longer term mssues, and | assure you
that we shall do justice to what you have recommended.

| also wish to assure you thal Government will be [ully involved in making
sure that the Post-Summit activities are both productive and tmely, and shall
commit all it will take in terms of ime and resources to make sure that MNigeria
and Migerians derive the maximum benefit from the Summit. On the part of
the Private Sector, Government will expect support both at home and offshore.
The two sectors of the economy will thus need to meet [requently and at
various levels to ensure that the direction of the country is right, that roforms
are fully thoughl about and implemented, and that measurable resulls are
achieved. In the final analysis, what we all want 5 a diversified and balanced
sconomy wilth a mature and widely based industrial sector, active agricullural
seclor technologically proficient and able lo fully adapt to changes, And as
one-of the Speakers at the Summit has said, Nigerin needs an economy that is
driven by brain-power, skills and diligence and with high and escalating
productivity with regard to every factor of production. An economy which is
sell-reliant, outward looking, enterprising, and sustained by exemplary work
ethics, consciousness, and the quest for excellence. | am confident that we
have alf it takes ko achieve that.

I will like o conclude this address with the expression of thanks and
appreciation to all the participants for the time they have spared from their
demand schedules lo isolate three whole days Lo brainstorm on the fortunes of
our country’s economy, This country is grateful for this wonderful gesture.
My appreciation also goes to the individuals in both Privale and Public Sectors
who have worked tirelessly to ensure the success of the Summil. [ sincercly
hope that by the tme the next Summit comes up, the same zeal and
enthusiasm will be exhibited both in its arrangement and in its conduct. To
our foreign guests who have come to Migeria either as parlicipants or as
speakers, | thank them for the interest they have shown in Nigeria. | wish you
safe journey back and hope that in as much as you have pul something into
the Summit, vou too have gained something from it.

Ladies and Gentlemen, it is now my pleasure (o formally declare this very
sucressful Summit closed.

Thank you and God bless.




Appendix T

Communiqué issued on the Znd Nigerian Economic Summit

Distinguished members of the press, on behall of the Nigerian Economic
Summit Group, it is with great pleasure that | welcome you to this briefing on
the 2nd Nigerian Economic Summit which came to a highly successful end this
afternoon.

Thes objectives of this remarkable Summit were -

1. To continue open and frank dialogue between the key leaders in the
economy encompassing both the Public and Private Sectors. The dialogue
has focused on the task of national economic development. Our emphasis
has ben co-operation, consensus and collaborative teamwork.

2. To analyse and obtain feedback on the current state of the economy and
current investment climate.

3. To define the priority economic issues, and generate practical. workable
salulions.

4. To develop an implementation programme.

Ladies and Gentlemen, | am happy to say that we have fully achieved all of
o objectives,

You will recall that the Head of State and Commander in Chief of the Armed
Forces, General Sani Abachs, in his opening address stressed and | quote
"Mipgeria and Nigerians will be better off if we join forces, not only to talk but
also to act."

In his closing remarks today, the Head of State has again demonsirated his
exemplary leadership by not only supporting the “lalking process” in s
entirety but also leading the way in his call for immediaste action.
He has kicked off the implementstion process by announcing that
fundamental reforms and conbinued parinership between the public and
privale sectors will serve to move our recommendations forward.

We intend to hold several press briefings in the coming weeks o fully cover
the proceedings and results of the Summil, including the issuance of
communigués on all of the 21 Discussion Groups. We will be working hard to




summarise the proceedings, develop achion plans and work with the public
sector to implement our recommendalions.

Ladies and Gentlemen, Hme 18 now of the essence. The work has only just
begun. We are commilted to petting it done.
Thank you very much indeed for your altention.

MNow let's go to work!




Appendix U

List of Group Participants

*Co-Chairmman and Co-Rapporieurs

Government Leadership

Gepirral Sand Abacha
Head of State and Commander-in-Chiel of the Armed Forces

Lt Gen Oladipo Diya
Chief of General Staff

Albajl Amiru Saleh
Secretary to the Government of the Federation

Group I: Maximising Ol Revenunes

Chief Dan L, Etete®, G.E. Omene*

Hon. Minister of Petroleum Resources Shall

Neil P, Blackburn® M.O. Feyide®,
Mobil Producing Energy Publications
ADR Dadele* Chief Don O. Etiebet,
NMPC - NAPIMS Data Sciences Limited
Steve Docherty, Clorogun Michael Tbru,
Fssn Queens

1.0. Maduka {Mrs.}, ke C. Nwobadao,
Lecocom Associales NNPC

Herb Yarvin Maurie Comisot.

US Embassy EM




Group I: Maximising Oil Revenues (Conl.)

Jelfrey Barndt,
Amoco

ALK, Horsfall,
OMPADEC

T.K. Kasali,
Federal Ministry of Pelroleam
Resources

Group 2: Banking and Insurance Reform

Chief |0, Sanusi* R.N. Ezeife®,

First Bank of Migeria Plc Federal Ministry of Finance

Mebaolisa O. Arah® Fascal G. Doazie®,

Fidelity Union Merchant Bank Digmond Bank Ltd.

Raobert Cossac, Funke Osibodu,

Commercial Bank Credit Lyonnais Migeria International Bank

Ogala Ouoka, Babalunde Dabiri,

Nigeria Re-insurance Corp. Fountain Trust Merchant

Bank

Raymond [hyembe, Dr. Yerima L. Ngama,

Afribank International N.DLC,

B.C. Onyido, Dr. G.T. Alli-Balogun,

Central Bank of Nigeria First Bank Pl

F.U. Ezeuduji, Chief Chilo C. Offiah,

Central Bank of Nigeria FBM (derchant Bankors)
Group 2: Hanking and Insurance Reform [Cont.)

0.5, Oduyemi, E.N. Mghojilime, {Mrs.)

Central Bank of Nigeria NDIC

3.Y. Kasimu, John D. Edozien,

MN.LD.B. Afribank Fic

C.C. Nwaly, Abba All,

MNEXIM Bank Bank of the North Lid.

E. Okwor, Esan Ogunleye,

N.LS.B. Triumph Merchant Bank Lid.

Dr. Onyema A. Ocheoha, Oba Otudeko,




Secretary, Enugu State Government
Ballamia Mammu®*,
N.DLC.

J.U. Ebhodaghe
N.D.LC.

Central Bank of Nigeria

M.K. Ahmad,
N.DLC.

B.A. Aladekommn,
Chams

Group 3; Improving Investment Climate

Lt. Gen. M.B. Haladu",
Honourable Minister for Industry

GO, Alajioby,
Federal Ministry of Industry (IDCD)

Diele Sobowals,
Vanguard Media
Mahmud Waziry,
MNigerbras Shipping Line

Tun Welch,
MNigeria International Bank

Karl Kummer,
Rank Xerox

F. Scoti,
West Africs Committes

B.N. Amadi,
Amadi, Eyo, Olagoke & Chiagoae

Dr. S.K. Mamzo®,
Federal Ministry of Industry

B.B, Adi,
Nigerian Bank for Commerce
& Industry

F.A.Q. Adeyemi,
Secretary Lo the Government
of Lagos Slate
Alhaji Habibu Yau,
Nigeria Resources Development Co.

Kehinde Durosinmi-Eit,
MWidas Merchamt Bank

Commodore O.1 George
(Rtd.),
Dunia Oil & Tech. Services

Yomit Aldnade,
MTSL

1], Engels,
IPTC (W.A.)

L. Sikand,
AG Levenkia

V. Verghess,

James Wallace & Co,

Chisfl C.L Ezeh®,

Johm Holt Ple.

Burnmmd Omnd®,

Cadbury Nigeria Plc.

T. Kazuhara,

Ambassador of Japan in
Migeria

5.5. Ahmed,

Mational Commitiee on
Industrial Development

M.M. Sada,
Federal Ministry of Finance

W.], Okowa,
Umniversity of Porl Harcourt
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B. 5t Matthew-Damis,

Balogun, St. Mathew Damel & Co.

O.A. Kayode,
Federal Minisiry of Industry

Group 4 Basic Social Needs (Improving Living Standands)

Chief (M) V.1 Anisulowo®,
Honourable Minister of State for

Education
Professor Albert Alos®,
Lagos Business Schoal
Professor Jubril Amin®,

National Constitutional Conference

Benjamin A. Oviosu,
Diamond Bank

Muhammed N. Abduralman

Commissioner for Finance,
Sokoto State

Tope Popoola,
K51 Services

A. Bola Pariola,

Uitilities Charges Commission

Joshua O. Bamighele,
NIPOST

Kate Hoomkwap®, (Mrs.)
Tamin Nigeria Ltd,

Sam, I. Ohuabunwa®
Plizer Products Flc

AAL Ajao,

Federal Ministry of Finance
Dz, Frank LK. Nwabus,
Nigerian Coal Corporation
O.H. Wardle,

Pivot Engincering,

Camrade Godwin Erapi,
Nigerian Labour Congress

Captain Augustine 1, Okon,
ADC Airlines

lorwuese Vieshina
Federal Urban Mass Transit

Agency

Group 5: Financial and Marketing Systems

Dir. Hamza R. Zayyad®,

Bureau of Public Enterprises (BPE)

Aledo Peterside®,
IBTC

Dir, Lawrence O, Cun- Afiann®,

Citizens Internitional Bank

Peter Umah,
M. 1LC.

Dr. MO, Ojo,
Central Bank of Migeria

F.Q, Oresotu,
Central Bank of Nigoria

E.C. Chinye,
Internalional Merchant Bank

Clive Carpenter,
Dhamond Bank



Jamies Jide Ayanda,

Merchant Banking Corperation

D, K5, Adeyemi,
Uinion Bank of Nigeria

Professor Mike 1. Obadan,

Mational Centre for Economic
Management &
Admimistration

MO, Yusuf,
Lapos Chamber of Commerce

Group 6: Capital Markets

Alhaji Gidado Idris*
Federal Ministry of Finance

George Akamiokhor®,

Securities and Exchonge Commission

Erastus Akingbola®,

MNigerian Intercontinental Merchant Bank

Femi Akinsanya®,
Himdlton Hammer & Co,

Bolap Balogumn,
251, Securitios

Chike Mwanze,
ICON Stockbrokers

M.L Yahaya,

Union Bank of Migeria

Oilaf Fil!hng.

Dantata & Sawos

Alhaji Snlerman 5. Baffa.

Nigerian Security Printing &
Minting Company

H.F. Osobu®,

Revenue Commiusion
Apostle Hayford Alile®,
Migerian Stock Exchange
Adit Jain,

India Economist Intelligence
Lindt

Dunba M.O. Balogun®,
First City Merchant Bank
Rusaki Oladejo,

Migerian Stock Exchange
E.Q. Clufowose

FCMB




Group 7 - Fiscal System

Chief Anthony A. Ani®,
Honourable Minister of Finance

A. Adetola®,
Federal Mingstry of Finance

Dr. Ahmed Abdulai®,
Abdulai, Totwo & Co.

H.C. Okolo®,
Ahrminmum Technology Produocts

Dick Kramer®,
Arthur Andersen & Co,

Dr. .M. Elegido®,
Lagos Business School

O.A. Baptist,
N.T.C. Ple

¥. Yameogo,

Schlumberger Oilfield Services
Cyril A, Odu,

Mabil Producing,

Joe Uwagha,
Guaranty Trust Bank

Chief Tayo Akpala®,
Petroloum Trust Fund
fsanc Aluko-Olokun
UACH

Oluseyi Bickersteth,
Arthur Andersen & Ca,

Oluwole Obayomi,
Arthur Andersen & Co,

M.A, Lawal,
Federal Ministry of Finance

LK. Naiyejn

Foderal Inland RBevenue
Service

J.A. Williams,

Chevron

D.R. Cargon,
Eszo

Cilanm Lanind,
World Bank

Emmanuel ljewers,
ljewere & Co.

Group 8: Partners in Progress (Civil Service, Public/Private Co-operation)

Allison Ayida®,

Civil Sorvice Reform Panel
Alhaji Liman Ciroma®,
U.T.C. Nigeria

Demala Edu,

Irving & Bonnar

O L Omotosho,
Léver Brothers

Chief Kola Jamodu™
P.Z. Indusiries

Paysal El Khalil*

7-Up Bottling Company
Jean P. Lamargue,
Brossette

AS. Mohammed,
Ahmadu Bello Uruversity
Laria



Dravid R.L. Jack,
Enabling Environment Forim

5.0, Ogundipe
Prudent Merchant Bank

Adebove Shonekan

Migerinn-German Chemical Company

M. Shitbu

Establishment & Management Services

Tochukwu Onwugbufor
Federal Ministry of Justice

Adebayo Opundipe

Axon Bur,
Nigerian Labour Congrass

0.0, Ando

Matunde Fagina
Flko International Bank

Group % Infrastructure

Maj-Gen. ALK, Adisa®,
Honourable Mindster for
Waorks & Housing

Engr, Vincent Maduka®,
|.ecoom Associates

Glen Bishop
Crmnes

Somny Allison
Redstar Fedex

Fabian C. Mnadozie
Interlinked Technologies

Ludwigp Boeck
Dantata & Sawoe

William A, Wachukwu
Office of CE35
The Presidency

5., Lilasi

Ekene Dili Chukwu (Nig.) Ltd.

Adr Cdr. A, lkazoboh (rtd.)®,
Kerildbert Holdings Lid.

Alain Bonilloux-Lafont
French Embassy

Craro Olatunj
Chemical & Allied Products

PP.C. Oniamwa
Migeria Far East Company

Wermer Buron
Julius Berger

Usman Halilu
Federal Ministry of Works
& Housing

Alhaji Abdullahi Adamu
Honourable Minister of Stale
Federal Ministry of Works

e Housing




0.A. Adeyemo
IPU, NPC

Lawrence K. Freeman

Executive Intelligence Review

H. [brahim
NEFPA

0.C. Iromantu®

Nigerian Communications
Commission

Yuguda Usman

Migerian Export Promotion Council

B.M. Barkindo
MNational Boundary
Commission

Uwe Friesecks

Schiller Institute

LN, Dikedi*

Chartered Institute of
Transport

LO. Tkoku

Nigerian Communications
Commisgion

Jose Ferroira

AT&T

Group 10: Education And Skills

B, M.T.A. Liman®,
Hon, Minister of Education

Chief O.1. Akinkugbe®,
WAMCO

Prafessor |.U. Uma,
National Manpower Board

Dr. A.P. Edet,
Centre for Management Development

Professor D, Saror,
Ahmadu Bello University

5.C. Nwokedi,

Federal Ministry of Education
Sulim M. Jega,

Federal Ministry of Labour

Hasan Almed-11,
Industrial Training Fund

Eme F. Abiayi®,

WAMCO

Charles Osezua®,

Educational Co-operalion
Souiety

Ihrahim Satim

Mational Assembly

Dr. (Mrs.) ST, Ajayi,
National Productivity Cenlre

Dr. E. Osagie,
MNIPSS

Dr. Patrick Merino®,
Adrican Dev, Consulting
Group



Group 11: Creating An Enabling Environment

Maj.- Gen. 1D, Gummel®,
Honourable Minister for Transport

Felix Chiwared®,
Migerian Breweries
Rick Mallo®,
AIICD [nsuranos

Roland Michelitsch,
International Finance Corp.

Engr. D.B. Usman,
Federal Ministry of Solid Minerals

B, Chinsman,
UNMDP

D, MO, Cmolayole®,
ALCT Insuramnce

AL Ojomo, (Mrs.)
The Nigerian Police Force

Miss Funmi Omitowoja,
ANCO Insurance

A, Obilana,

Nigerian Airports Authoriby
Tom Farrest,

Onxford University, UK
Regina Sonadya (Mrs.)
UNDP

Group 12: Customs, Exports, Imports & Tourism

Rear Adm. 1.5, Aroola®,
Honourable Minister of Commerce
& Tourism

Oludayo Sonuga®,
Lagos Chamber of Commerce

& Industry

Brig-Gen. S.0.G. Ango,
Migerian Customs Service

M.A. Adesina,
Nigerian Export Promotion Council
M.L Nwagwu,

Federal Minstry of Commerce
& Tourism

ML.F. Lavanani,
Wasa Delmas,/Manscap

Dr. AM. Eniola,
Kogi Hotels & Tourism Board

Dr. Olumide Ajayi®,
Majekodunmi Ventures

oKL Amifowose,
Central Bank of Nigeria

OAL Demuren (Mrs.),
Central Bank of Nigerta

Dr. (Engr.) B.N. Bonkat,
Federal Ministry of Induostry

B. Mustapha Balogun,

Federal Minmistry of
Commetce & Toursm

Dr. P.E. Attah,
Federal Ministry of
Commerce & Tourism




O.A. Azubuaike,
Migeria Customs Service

G, Bunnor,
Lagos

B. Skoll,
Panalpina

.0, Nwabueze,
Ekene DHli Chukwu

K. Folarin,

Alraine Nigeria
S, Chiosimuan,
Lever Brothers

5.A. Ako,
MNEFPA

Group 13: Privatization

Paul .A. Ogwuma®
Central Bank of Migeria

LLEL Udoma®,
Udo Udoma & Bello-Osagie

Mohammed Hayatu-Deen®,
FSB International Bank

Ede Dafinone,
2.0, Dafinone & Co,

AA. Adeyemi-Bero,

Adesola Adeyemi-Bero & Co,

Salisu M. Liadi,
Bureau of Public Enterprises

1), Nnanna,
Central Bank of Migeria

Er. 5.4, Ingawn
Migenan Export Promotion
Council

J.P. Duperrex

Coterna

Ema Okwunjor,

Rep., S5G,

Benue Stale

R.U. Andu®,

Federal Ministry of
Commerce & Toursm

U. Okereks,
Migeria Customs Service

5, Yahaya,
PCF

Ado Wanka
FSB International Bank

1.0, Adeyem®,
Mational Fln.rm:l.ng
Commission

Professar E.A. Elebute®,
Lagoon Hospital

C. Nonyelu Okeke,
Ajumogobia & Okeke

Ike Mwokolo,
Akintala Willams & Co,

B.B. A. Verr,
Burseau of Public Enterprises

1.5. Nijiddah,
Burcau of Public Enterprises



. Akinjiyan,
Federal Ministryof Industry

SM. Garki,

Ministry of Finance, Jigawa
L.E. Okafor,

UBA Ple.

M.5. Ladan-Baki,

National Salt Company of Migena
Abimbala Ogunbanjo,

Chris Ogunbanjo & Co.

Abbas Muhammad,
himistry of Finance,
figawa State

Group 14: Debt Management

F.K. Kaigama®™,
M.P.C. Abuj

Maveed Riaz®,
Migeria International Bank

Dhele Babade®
Migeria International Band

F.K. Kaigama?®,
N.P.C. Abuja

Maryam Atta

Work Well

Aliyu Murtala,

Afri Projects

Olawale A&, Edun,
Denham Management

Bernard Cross,
British High Commission

P. Ihenachao,
International Asset
Transactions, USA

E.O. Obayan,
Ahun, Akoko, Ondo Stale

AL Yinusa,
F5B International Bank

Federal Ministry of Finance
M.A. Okhemukhokho,
Drirectorate of Budget

& Planning, Edo State

I. Usman®,
Central Bank of Nigeria

Alhaji M.R. Rasheed®,
Central Bank of Nigeria

5.E. Omoruyi,
Central Bank of Nigeria

Stefano A. Dejak,
Embassy of Italy

A0, Deirm,

Central Bank of Migena
G0, Mwankwo,

Uindon Bank of Nigeria Fle
Thomas L. Hutcheson,
World Bank

Gerald Ohlsen,
Canadian High Commission




William &, Belonw,
Mobil Producing

Mohan Wikramanayake,
LF.C

Michael A, Osimae,
ICBAG Lad.

Segun Agbetuyi,
Owena Bank

Amar £, Khan,
First Securites Chscoant

ASF. Atoloye
Resvarch Department
Central Bank of Nigeris

Group 15: External Image & Suppornt

LY. Itsuali®,
Dubri Oil Company

E.N, Igbokwe®,
Federal Ministry of Information

Pat. O. Utomi®,

Lagos Business School
G.5. Handl,

British High Commission
R. Sykes,

Studio Press

Janet Anderson,
BBC

Funke Oyewaole,
Washington & Christian,
A, Michika,

Federal Radio Corporation of Nigeria

T.A. Mgbokwere,
Federal Ministry of Foreign Affairs

Gbenga Oyebode®,
Aliuke & Oyebode

F.B. Ela,

FMIL

Ambassador George Dove-Edwin®,
Nestle Foods

Mike Okereke,

Mike Okereke Consulting

Tungi Osenid,

Draily Times of Nigeria

5.C

The Presidency

M. Tbrahim,
MNigerian Television Authority

S.A. Ako,
NEZPA

Groap 16: Women's Participation In National Development

Ambazssador |.5. Attah®, (Mrs.)
Homourable Minister of Women
Affairs & Social Development

Chaef (Mrs.) Margaret Adeleke®,
Tate Industries

Dir. Sand Sufi®,
Presidency

Marizm L. Yunusa,
Urban Development Bank



Chief (Mrs.) Nike Akande
International Development Company

Chief (Mrs.) O. Olakunrin
ICAN

Mrs. H.A. Fika

Federal Ministry for Women Affairs/
Social Development

A. Bukori,
Maticnal Board for Community Banks

Group 17: Petroleam

. Kabiru 5. Chale®,
Honourable Mindster of State for
Potrolewm Resources

Dir, O, Ellah®,
NNPC

Dr. Bello Aliyu Gusau
Federal Ministry of Petroleum Resources

Peter Zwartkruis,

Netherlands Ambassador to Nigeria
Fopger Bapedict

Ashland

Dr. O. Fawibe,

Internaticnal Energy
Services

Chief 5.0. Bolarinde,
Vitafoam Migeria Plc
5.C. Okob,

MNational Oil

Or. E.LO, Akhimie,
Eleme Petrochemical
M. Ahmed®,

MMNPC

Zakari Isa Chawai,
MNational Board for
Community Banks
Dr. (Mss.) M.N, Lar,
Unaversity of Jos
Hamra Imam,
University of Malduguri
Teaching Hospital
A, Abubakar Manu,
The Presidency

Tuppy Owen-Smith®,
Mobil Oil Migeria

M. A, Olorunfemi®,
M APIMS, NNPC

Jim Massey,
Mobil Producing

Pat Haslach,
American Embassy

Chambers Oyibo,
NNPC

Yusul G. Al
Unipatrol

Umar Abba Gana,
African Petrolaam

Felix O. Majekodunmi,
Tolal Nigerin

Tom Haudk,
Texnco MNigrin

LP. Ojinnaka,
Central Bank of Nigeria
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Haszan T, Ali, Eric Dunning,
Mabil Oil Migeria Chevron
Yemi E-E.tln.-

Schlumberger

Group 18 Agricalture & Agri-Business

Professor AL Adesina®,
Honourable Minister of State
Federal Ministry of Agricalture
Alhaji A Joda®,

Benin Valley Farms

N.G. Henmi
Cargill Ventures Lid.

D EnC Jsl,tﬂ.ﬂh
MNIFCOR

LG, Tobor,

NICMOR

O, E.K. Okaizabor,

Rubber Research Institute of Nigeria

James Gray,
WaMCD

Isa Tala Yusul,
National Sugar Development Councl

D, OLP, lfenkwe,
University of Jos

Ina Takhir,
NACB Lid.

Michula Wrong,
Financial Times

Mai M. Jir®

Federal Ministry of
Agricullure

Tony Mills*,

Heleena Farms

Chike Okoro,

NAFCON

Mohammed M., Kyar,

Z:A. Limited

Abdulai N. Bamalli,
United Bank for Africa

Adeniyi E. Talabz
Fedara] Minstry of
Agricultore
Adelam A, Akinola,

Federal Ministry of
Agriculture

David E. Oyakhilome,

Federal Minsstry of
Agriculture

Dr. |.G. Exiakor,

NACB Lid.

5. Anade-Kur,
Federal Ministry of
Apnculture

Dr, Olu Makinde,
ARMTI



Professor F.S. ldachaba, FLE Musa,

University of Agricalture, Makardi NCAM, lorin
Oloche A. Edache, 5. Abdullahi,
Federal Ministry of Agriculture Nigeria Sugar Company,
OAL Omon, E.N. Okeke,
Faderal Ministry of Agriculture NVRL Vom
Charles |. Etuk, E, Osagie,
Federal Ministry of Agricalture NIPss
Dr. N.Q.O. Ejiga, Habibu Yau,
NAFCON MNigeria Resources
Development
Dr. Q. Onunkwao, |.A. Goffer,
NV.RL Vom Federal Ministry of
Agriculiure
C.1 Lombin, Bassey Edem,
NALDA PAMOL
Il Whilteshurch, S, Wlisari,
Okomu O Palm Cereal Research Institvie
Funso |. Ayend, _ P.A. Adebayo,
Federal Ministry of Agricalture Mational Planning
Commission
A G, Lamorda,

Federal Ministry of Agriculture
Group 19 Manufacturing & Distribution

A. Flla®, Maj -Gen. Olu Bajowa (Rid. J*
Faderal Ministry of Industy Federal Ministry of Industry
B.U. Nidinkho®, 1.C. Deltheil®,
UACN Michilin
AA. Olumide®, R. Kommayer”,
Lagos Chamber of Commerce Mercedes-Benz
& Industry ANAMMCO
J.A. Abalaka, O.F. Isokari,
Standards Organisation of Nigeria NAFCON




5.0, Chanrai,
Afpris
1.0 lgene,

Nigerian Institute of Food Science

& Technology

Henry Shu,
NICAPACT

Babatunde Amusu
Flour Mills of Nigeria

A. Dangote,

Dangole Group

B. Sarak,

Societe Generale Bank
L Agayi,

MLLERE.

J.A. Ajayi,
N.LD.B.

Stove Heath,
Coca-Cola

Olatunde Popoola,
Coca-Coln

J. Manlay,
Pougeot

Group 20: Salid Minemls

Alhaji Mohammed Kaloma Al®,
Honourable Minister of Salid
Minerals Development

D. Champ®.
Milpark

AT, Okara,
MNAFCON

B. Kishore,
Chellarams

F. Felsinger,

Steyr

F.]. Osemekeh,

Federal Ministry of Industry
A, Muoka,

Federal Ministry of Industry
C.0. Folayan,

Federal Ministry of Industry

J.U. Angulu,

Federal Ministry of Industry
Isanc O. Aghoola,

Osogho Machine Tools

5.B. Olaniyan,
Mational Risk Fund
Chief R.A. Alabi,

O.M. Ojo*,
Ministry of Solid Minerals
Development



B.A. Mbah,
Federal Ministry of Solid Mineral

M, Adamu,
Consolidated Tin Mines

I.B. Ghumadia,
Foderal Superphosphate Pertilizer

Y.B. Kwa,

Nigerian Mining Corporation
M.M. Daggash

Ashaka Cement

0. Aribiznla,
Project Solotion

H. Kenku (Mrs.)

Nigerian Reinsurance
Corporation

A. Bayoro,

AG Levenbis

A. Aliyu,

EMED.C

M.E.

Parsey",
West African Portland
Coement

.1 Nsirim,
Baroid

Dusola Akanmoda,
Gamut Ventures

Group 21 - Creating the Future

Ayo Ogunlade*

Honourable Minisier of Mational
Flanning

Brian Anderson®,

Shadl]

Ken O™,
Diamond Bank

M.B. Saleh,

Coentre for Democratic Studies
V.G, Osibodu,

"u"lg&n

Morley Nkosi,

Morley Nkosi & Assoc,

Dotun Suluman®,
Arthur Andersen &Co,

Fola Adeala®,
Guaranty Trust Bank
LE. Olaniyan®,
Mational Plarming
Commisaion
Foluso Phillips,
Phillips Consulting
Ebun Clark (Mrs.),
Cduduwa Crescent

S5.B. Olaniyan,
Mational Risk Fund




T.K. Jinadu,
Mational Planning Commission

Guda Abdullahi,
Secrelary, Kano State Government

Muorin Babalnla,
Risk Watch [nsurance Brokers

ALAL Gana,
Migeria LN.G.

Alhaji M. A, Sherlif,
Savannah Bank

Oiher Participanis

Paul Adams,
Financial Times

B.A. Adetiba,
Lo

Alhaji Stdi Mubammed AlL
Sidi Ali Ventures

Godwin Anekwe,
V&G Finance

Chief Philip Asiodu,
MEDIFE

Ctanba O, Awolfos,
CAPL Plc

5.H. Abu,

R.O. Adewaye,
Code ol Conduct Bureau

Tunde Osokoya,
Secrotary, Opun Stale
Government

U. Ckpa-Obaji,
Bureau of Public Enterprise

Ela Amucheazi,
Malional Orientation Agency

A.A. Alabi,
Mational Tourism
Development Company

Emeka Achebe,
Shell

Ahiodun Adebo,
Migerna Merchant Bank

Chief PO, Alabi,
Churchgate

Murtala Aliyy,

Apric Projects Consortium
Alhaji M.J. Attah,

First Bank of Nigeria

H.K. Abdul-Eareem,
Migeria Paper Mill

5.0, Adeoye,
The Preésidency

A0 Adeyemao,

Mational Planning
Commission



Dr. Evans Aina,
FEFPA

Chief E-F. Alasi,
Secretary, Kwara State Government

Federal Capital Territory

E.A. Apeji, (Mrs.),

Hakeem Bello-Osagie,

First Discount Housa

L. H. Baba-Ahmed,

Office of Principal Secrotary o the
Commander-In-Chiel

Ronald Chagoury,
C&C Construction

). Dupont,
Meatle

Garland, Eddie,
Offshore Pipelines International

C.F. Hillary,
Amadt Ayo & Chisgoez & Co.

Alhaj Hamza Thrahim,
N.EP. Fle

Chief llodibe, AE.
Ekens Dili Chukwu

D, LT lineasili,
MN.EC.A,

AA. Alabi,
Migurian Tonrism Board

AA, Aliyu,
Raw Materials Research &
Development Council

C.LU. Anyim, (Mrs.),

Joe Irulow,
ADLC

Dr. B.N. Bukat,
Federal Ministry of Industry

Frank Coopman,
Shell

Usman Halilu,
Federal Ministry of Works &
Huusing

Farrowy, Brian,
Guinness

Tony eacho,
Diamomd Bank

Henry Imasekha,
United Bank for Afrca

Goody Tbru,
Lagos Sheralon Holel

Mucaulay Iyayy,
Pinacle Commercial Bank

Alhaji M. Gambo |imeta,
Minister of Agriculture




Brig. 5. Tkya {(Rid).
Muass Tronsat

Imianvan, OLA. (Mrs.)

Alhaji M. Ja" Affaru,
National Maritime Authority

Abba Kyari,
LLH.A.

Kubor, lmora,
Mational Directorate of Employment

E.N. Mbgojikwe, (Mrs.),
N.DILC

. .0 A. Makanjuala,
Ministry of Health

Anthony Momaoh,

Foderal Ministry of Women Affairs
dz Social Development

G Nene,

Embassy of South Africs

Nduka Obaigbena,
Leaders & Company

Uko Okopide,

Mational Fertilizer Company of Nigeria

Dir. (Chaef) P.C. Cminmwa,
Nigeria Far East Company

Mohammed [brahim,
N.T. A

Isa, Ladu Adejo (Mrs.)
MNational Commission for
Women

Alhapi Tukur Mam,
Ministry of Commence &
Tourism

Dr. Fidelis Kaigama,
National Planning
Commission

Ambassador H.E. Ming-Lo,
Taiwan Trade Centre

Brig.-Gen. 5. Momah,
Honowrable Minister for
Scienoe & Ted'umln-_g}r

5. Matankari,
MNITEL

Ambassador Sam Mustafa,

B.E. Oni,
Eboni Konsult

Chief Clusegun Ceunkeye,
Mesthe

E.]. Olcomm,

Mational Office for
Technology Acquisition
and Fromotion

1AL Olawale,
Nigeria Postal Service



Abu Oba,
Police Alfairs Office

Obinani ©. Okoli,

Professor Ephraim Okon,

Federal Ministry of Science &
Technolagy

T. Olaye,

Iwopin Pulp & Paper Co.

F. Osend,

J. Richter
Julius Berger

Lute Salsman,
Representative - European Union

Alhaji Yakubu Shehu,
Bank of the North

Lawal O. Solarin,
Eternal Oil & Gas

Juck Twiss Quarles Van Ufford,
Royul Netherlands Embassy

Udochukwa Uwakaneme,
Ujamaa Consultants

Lt, Gan. |.T. Usem,
Honourable Minister for
Federal Capital Territory

C.F. Williams,
Shell

Dr. Olorunbemd,
Raw Matorials Research &

Development
Commission

T. Omwughotor,

Federal Minstry of Justice

D.0. Oyegun,
Federal Ministry of

Commurications
ML.O. Crcija,
Federal Ministry of Defence

5.Y. Pepple,
HL LU, Sanusi,

Althaji Bukar Shuaib,
FEPA

Professor PN, Umdi,
N.D.LC

G.S. Sikoki,
Federal Ministry of Power &
Steel

5.0, Ugboduma,

M.B. Yeosulfu,
General Services Office,
The Presidency

Alhaji Bukar Usman,
The Presidency,
Stales Services

F.O, Williams,

Federal Ministry of
Establishmenis &
Pensions




Ntufan Eyo-Nsa Whiley,
Cross River Stale Governmigni

5.0, Young,
Nestle

Summit Organisation

Public Sector Co-ordinator
Ibrahim Ida

Private Sector

Faysal El-Khalil
Fredidie Scott
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Sponsorship

Cash Donors:

Federal Government of Nigeria
Chevron Oil

Diamond Bank Limited

Esso Exploration

Investment & Banking Trust Co. Lid.
Mobil Producing

Nigeria Bottling Co. Flc
Nigeria International Bank Lid.
PZ Industries Plc

UACN Ple

Coca-Cola Nigeria Limited
John Holt Ple

Cuaranty Trust Bank Limited
FSB Internaticnal Bank Ple
Afprint Ple

WAPRCO Fle

IPTC (W.A) Ple

WAMCO Plc

Nestle Nigeria Ple

First Bank of Nigeria Plc

Other Contributors:
Seven-Up
Shell Petroleam.Dev. Coy.
Muobil Okl Nigeria Ple
ADC Airlines Ple
Rank Xerox Nigeria Ltd.
Nigeria Intn'l. Bank Ltd.
Diamond Bank Lid,
Arthur Andersen & Co.
African Development
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Koport on e Secoml Sigerdans
Econvmic Summit olfers unbgue insighis
intn the Nigerian coonmmy.

Building oo the foundation laid down by
the First Supunil, the Sesond Summil
provided  exceprionally Frank dislogee
between the provate and public secton,
working towanls a commuon goal: how
aceelerie Nigerias development,

The Feport om this Sccond  Summin
provides an objective focus for Nigerias
Miture social smil economic planning.




