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ABSTRACT

The objectives of the study reflect some of the problems and
policy objectives of Nigeria's industrial development planning since
the early 1970's, especially the concern to evolve a more balanced
industrial output struéture and more important, the objective of
evolving a more balanced regional pattern of development amongst
the country's 19 state units. The study assesses, for the 1964-1980
period, the degreé to wh%ch the financing patterns of the country's
most important industrial finance institution, the Nigerian Industrial
Development Bank (NTDB), haﬁe been consistent with these national
industrial‘develmeent objectives.

The relevant data was assembled in Nigeria primarily within the
first nine months of 1981 and have been analyzed particularly for twd
points in time, 1974 and 1980, in order to ideﬁtify relevant trends
or éhanges.

There are two basic dimensions and levels to the analyses, a temporal
and structural dimension at the national level and a regional/spatial
dimension at the state level. In general, the specific analyses feature
correlation and concentration indices. Such conceptual notions as
divergence/convergence, circular and cumulative causation processes as
well as the capital- shortage illusion theses provide the theoretical
frame of reference at appropriate stages.

The relationships and conclusions elicited from the national-

level analyses reflect the dimensions involved. The temporalAanalysis
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reveals that:

(a) the proportion of Nigerian manufacturing establishments which
received NIDB financing increased unsteadily from' 5.7 per cent
in 1965 to 13.0 per cent in 1980;

(b) the employment in thé NIDB-financed enterprises or establish-
ments similarly increased from 12.6 per cent of total national
manufactural employment in 1965 to 30.2 per cent in 1980; and

(c) the proportion of paid-up capital in manufacturing constituted

by NIDB total financing rose from 4.5 to 18.8 per cent.

The highly significant temporal correlation of 0.906 between paid-up
capital in manufacturing and NIDB financing was therefore not surprising.
This and other indiées warranted the conclusion that national manufac-
turing has been increasing as the bank's financing increased over the study
period.

The structﬁral analyses revealed that Nigerian industrial output
structure still remained unbalanced by 1980. However, NIDB's financing
patterns, especially in the in-between period ( 1975-1980 ) showed a
clear tendency to favour industry-type groups which were relatively
depressed in the early 1970's. Thus, the correlation coefficients for the
in-between period were either negative or very low. This, the bank's
financing patterns reveal an effort in the direction of balancing indus-
trial output structure.

The regional (state-level) analyses reveal an incipient trend towards

convergence between 1974 and 1980 for manufacturing generally. The
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regional distribution of the bank's fun&s shows an even clearer pattern
towards inducing convergence by favouring regional units ranking rela-
tively low on national manufacturing in the 1974-1980 period. Neverthe-
less, the rank-difference analysis of the 1974 and 1980 patterns of
Nigerian manufacturiﬁg reveals that polarization still continued as the
resulting coefficient is not significant and the corresponding null
hypothesis of '"mo difference" has to be upheld. The importance of private-
sector industrial investment in diluting NIDB's convergence-prone

efforts is pointed out and the need for incentive measures is indicated.

A divergent pattern is revealed by the analysis of NIDB's "favouri-
tism" to regional state units and not all states needing "favoured"
treatment ( thoée ranking least on shares of national manufacturing)
perform well on all three criteria used. Apparently, NIDB's consistent
adherence to its convergence-prone stance into the future, coupled with
incentive-based changes in the pattern of private-sector investment would
be needed if the regional pattern ( which still remains essentially polar-
ized) is to change significantly towards balance. Internal regional efforts
would also be important. The establishment by NIDB of "area administration"
and liaison offices all over the country between the early 1970's and 1980
further suggests the bank's continuing commitment to furthering, in the

industrial sector, the national objective of even development.
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CHAPTER ONE

THE PROBLEM, ITS CONTEXTS, AND OBJECTIVES

Although the domain of investment-capital supply is just one of
the several areas in which developing (and some developed) countries
experience developmental and/or growth problems, it is the one particular
dimension with which this study is most closely associated. More specifi-
cally, the basic intent here is to elicit the impact which Nigeria's
most important development bank, the Nigerian Industrial Development
Bank Limited (NIDB), has had on the extent and pattern of Nigerian indus-
trialization since its inception in 1964 up to 1980.

As discussed below, the use of development banking as a tool for
nurturing capital formation and economic development is primarily a
phenomenon of the period since World War II. Further, elaborate diagnoses
and analyses of the nature of economic development (nationally and
regionally) and the variables and relafionships which have made develop-
ment difficult and slow in less developed countries (LDCs) .were activi-
ties that engaged much intellectual attention and talent especially in
the 1950s and the 196Os.l It is therefore not surprising that the innova-
tioﬁ of development banking went through its most rapid diffusion phase
in those two decades. Aiso, while the "engineering" of development in

LDCs has involved the use of diverse tools of public policy and innovative

lSee the extended review in Joseph 0. Akintola, The Pattern of Growth in
Manufacturing in Southwestern Nigeria 1956-1971 and the Role of Direct
Public Policy in that Growth, (Boston: Ph.D. Dissertation, Boston
University Graduate School, 1975), pp. 4-45.




adaptations and strategies still continue, the identification of the
basic issue of capital funds for investment and the recognition éf the
potential role of developmentvbanks in that problem area remain part

of the most significant insights provided by the flurry of development-
orieqted intellectual activities of the 1960s. It is thus rather
natural that the general rationale and justification for developmeﬁt
banking find the most eloquent expression during the period in which
most development banks got establiéhed, and even beyond into the 1970s.
This rationale or justification could be briefly summarized at this ini-

tial stage.

S I.1: The Issue of Investment-Capital Shortage

The lack of insufficient funds for entrepreneural investment which
has been widely recognized for LDCs since the 1950s and 1960s affects
public (government) development projects as well as private ventures.

In fact, the low level of investment-capital availability in most LDCs
was typically viewed in the 1960s as so pervasive that it formed one of
the main componénts of the "Vicious Circle of Poverty'" which Mountjoy
identified as a basic feature of developing lands.2 in view of the
prevailing circular relationship between low income, low buying power
and low savings, low rate of capital formation or investment and low
productivity, Nurkse has similarly observed that a developing country is

s s 3 ; .
poor because it is poor. Thus, notwithstanding the argument by Schatz,

2Alan B. Mountjoy, Industrialization and Underdeveloped Countties.
(Chicago: Aldine Publishing Company, 1967), pp. 319-324 ",

3Ragnar Nurkse, "Some.International Aspects of the Problem of Economic
Development', in The Economics of Underdevelopment edited by Argawala
and Singh, (London: Oxford University Press, 1963, Third Reprint,
1973), pp. 257-271.




in his "Capital Shortage Illusion" thesis, that the problem in many
LDC's is not sc much the lack of capital but the absence or fewness of
viable projects in which to invest available capital4 (which may be
true in certain circumsténcess), it is commonly agreed that LDC's are
capital~deficit areas.

As one of the responses to problems associated with capital
shortage, govermments often resort to external borrowing. Even in
economies where unexpected mineral wealth (with its periodic instabili-
ties) has generally .ameliorated the situation, arrangements still have
"to be made to create or increase such entrepreneural activities as
could sﬁbstantially boost employment, the basic mechanism for distri-
buting the wealth in a society. Further, since government cannot
exploit all the latent entrepreneural opportunities (at least) in an
essentially free-enterprise economy, and since, as the body charged
Qith the public interest, go&ernment cannot (and is usually not allowed
to) observe with indifference the agony of capital shortage for private
enterprise, it has become conventional in developing and many developed

. 6 . . . . . . . . .
countries to establish public or quasi-public financial institutions

4Sayre P. Schatz, Development Bank Lending in Nigeria: The Federal
Loans Board. (London: Oxford University Press, 1974), pp. 89-101.

5Joseph A. Kane, Development Banking, (Lexington, Massachusetts: D.C.
Heath and Company, 1975), pp. 74-76 & 187-188.

6See, for example (on the one hand), the 31 sample development banks
listed by Joseph A. Kane, Development Banking, Lexington, Mass:

D.C. Heath and Company (Lexington Books), 1975, p. xv; and (on the
other hand), the 1980 Annual Report of the Canadian Federal Business
Development Bank which, until 1975 was known as the Industrial
Development Bank.




primarily for the purpose of providing credits (in the form of equity and
loans) to private (and often, public) enterprises.

Technically called development banks, such institutions could be
all-embracing in their operations, being legélly required to grant
credits to enterprises in any sector of the economy: agriculture, housing,

industry or manufacturing, distributive trade and the like. A more common

r

. . . L]
practice in recent times, however, is to set up such institutions sepa-

rafely for specified sectors so that each functions, fof instance, as an
agricultural credit institution, a mortgage bank, an industrial finance
institutioh, and so on.

Further, in federal states such as‘Nigeria, the various le?els of
government, particularly the state and federal governments,vown and
operate their own specific or specialized development finance institutions
~for the benefit of entrepreneurs within their respective areas of juris-
diction.

In the discharge of their duties, such development or credit
insfitutions opefate within the framework of social policiés or guide-
lines specifiéd in the legal instruments for their establishment as well
as within the broad (and hopefully consistent) policy framework of
national planning exercises. In Nigeria, for examﬁle, the policy of
eqUify or distribution of public investment funds among component spatial
units so as to induce convergence (i.e. reduce disparity) in the levels
ofAdevelopment,’has become almost a national creed in official national
planning circles in recent times. Thus, the two central or federal
government-owned industrial credit institutions -- the Nigerian Indus-
trial Development Bank Limited (NIDB, since 1964) and the Nigerian Bank

for Commerce and Industry (NBCI, since 1972) -- have, as part of their



guidelines, the need to reflect spatial equity (among the states) in the

sanctions they make.

I.2: Aims and Objectives

The aim in this work is to study the older of the two central
development-finance institutions —-- the Nigerian Industrial Development
Bank (NIDB) -- which operates fundamentally in the field of industry or
manufacturing in Nigeria, primarily to ascertain:

(a) how much its credit activities have contributed to Nigerian

industrial development generally;

(b) the extent to which its credit activities have contributed
to or mitigated the essentially polarized pattern of indus-
trial development among the cdmponent-states of the country;
and

(¢) to elicit, from the analysis, appropriate policy implica-
tions fqr centrally-induced balanced industrial develop-

ment in Nigeria.

I.3: The More General Context

The lastbtwo decades have witnessed an unprecedented degree of
intranational and international concerns and discussions regarding'the
issue of economic growth and development, particularly in the LDC's.
"Since the midf1970s, these concerns and discussions have continued to
emphasize not so much the need for gro&th (although that is never absent)
but more emphatically the urgent necessity for genuine development in-
volving widespread and deep improvements in the welfare of the masses in

LDC's through an induced system of diffused income-generating employment



that enables the general masses, rather than minority elites alone, to
share in the benefits of economic growth._7

One result of the observation of glaring and growing disparities
in welfare at the same time that aggregate national income (GDP or GNP)
figures have been showing at least satisfactory growth rates in many
developing countries has been to bring into focus for more explicit
conceptualization what seemed a point of mere academic interest in the
‘early 1960's: thé distinction between economic growth and economic
development. Thus, although economists and other social scientists have
had differences of bpinion as to the exact details of what the defini-
tioﬁ of economic growth and development should be, they definitely
agree that it involves processes by which a nation's aggregate or per
capita output is increased on a sustained basis, thereby raising the
level of income and generating improvements in the standard of living.
But finding it convenient to consider economic development and economic
growth as basically synonymous. and having essentially similar goais,
Meier and Baldwin were still able to conceive economic_developmént as
"the process whereby an economy's real national income increases over a

long period of time.8

7Ozay Mehmet, Economic Planning and Social Justice in Developing
Countries. (London: <Croom Helm Ltd., 1978). :

8Gerald M. Meier and Robert E. Baldwin, Economic Development: Theory,
History, Policy, (New York: John Wiley & Sons, Inc., 1963), p. 2.

Real national income denotes the value of a country's output of final
goods and services with allowances made for depreciation or wastage of
machinery and other capital goods used in producing them. Some .
economists feel that the increase in national income should be at rates
higher than those of population growth in order that per capita income
would rise. If this happens, economic development would result in
economic progress: Ibid, pp. 3-4.



Even during the mid-1960's, however, some scholars had begun to
make unambiguoﬁs conceptual distinctions between economic development
(as embrécing both increased output as well as changes in the structure
of the economy, especially the institutional and technical apparatuses
of production) and economic growth as simply involving increase in
aggregate or per capité product. Kindleberger in fact contends that
there'coﬁld be growth without‘deVelopment (citing Kuwait as an example),
but not vicé versa.

Similarly, while John Ffiedmann views growth as merely "an
expansion of the (economic) system in one or more dimensions without a
change in its structure', he regards development as "an innovative pro-
cess leading to the structural transformation of social systems ...;
(and as referring) to the unfolding of the creative possibilities inher-
ent in society. But this can occur only if growth is allowed to pass
through a series of successive structural transformations".10 Perhaps
the most persistent and compelling advocate of this distinction in more
contemporary times is one of the Third World writers who, probably be-

cause of his greater nearness to the scene and the orientation of Hhis

theme, finds it necessary to argue anew that "growth" is a narrower idea

9Charles P. Kindleberger, Economic:Development, New York: McGraw-Hill
Book Company, 1965, pp. 3, 4 and 15; also, Sherman Robinson, "Theories
of Economic Growth and Development: Methodology and Content', Economic
Development and Cultural Change, vol. 21, October 1972, pp. 54-67,

esp. p. S54. ,

10John Friedmann, Urbanization, Planning, and National Development,

Beverly Hills: Sage Publications, 1973, p. 45; John Friedmann, "A
General Theory of Polarized Development'" in Niles M. Hanson (ed.),
Growth Centers in Regional Development, New York: The Free Press,
1972, pp. 84-87; see also Henry L. Hunker, Industrial Development,
Lexington: Lexington Books, 1974, p. 11.




which refers to the expansion of national inéome or production usually
measured in terms of GNP or GDP, resﬁlting from increased capitai forma-
tion and input utilization. On the other hand, the broader concept of
development is consistently viewed as referring to improvement in the
material and social well-being of the whole society, not only incorpo-
rating increased pér capita income but also requiring ''reforms in the
institutional or quasi-economic framework such as wider accessibility
to educational, heal;h and welfare facilities, greater political parti-
cipation in the national decision—makiﬁg process, and a more equitable
distribution of the benefits of progress, achieved through.economic
planning.”ll

These conceptions and particularly the distinctions which have
grown sharper with time reflect the growth in awareness of, and experi-
ence with dealing with a by—ﬁow well-established characteristic of most
countries of the worldlz-including (perhaps in more pronounced forms)
the less developed countries: the widespread incidence of intra-

national disparities in economic development or well-being both among

1Ozay Mehmet, Economic Planning and Social Justice in Developing
Countries, London: = Croom Helm Ltd., 1978, p. 175; also, Gunnar
Myrdal, '"What is Development?" Journal of Economic Issues, Vol. 8,
No. 4, December 1964.

3

12 . . . . A
See, for example, in connection with Canada, Regional Disparities

(Issues for the Seventies) edited by Hugh Innis, Toronto: McGraw-
Hill Ryerson Ltd., 1972; in relation to the 24-member Organization
for Economic Cooperation and Development, OECD (including all of
Western Europe and Anglo-America as well as Australia and Japan),
A. Emanuel, Issues of Regional Policies, Paris: OECD, 1973; and

in relation to the developing countries (covering case studies in
Africa, Asia and Latin America), Ozay Mehmet, Op. Cit, 1978; and
Antoni Kuklinski, editor, Regional Policies in Nigeria, India and
Brazil, The Hague: The U.N. Research Institute for Social Develop-
ment (Geneva), Mouton Publishers, 1978.




individuals in the population as well as among component regions of
individual countries. Hoﬁever, it‘is the latter aspect, interregional
disparity which has more immediate relevance to this context, although
the issue of interpersonal disparity could still be regarded as inter-
dependently present since efforts at reducing interregional divergence
can be meaningfully conceived only in relation to people in the sub-
national units in question.

The regional issue or the phenomenon of regiohal disparity with-
in nations arises because of the remarkable regularity with which
economic development has tended to get concentrated at relatively few
points (usually urban centres) within national territories and the
incapability of growth to freely (autonomously) diffuse outward on any
significant scale to the less developed or declining regions of the
country at any spatially significant rates. The consequence has been
the emergence of a spatial structure which Friedmann and others have
generalized in terms of a dentre—periphery dichotomy.

The phenomenon of growing (urban) centres coupled with lagging
or declining peripheries and the desire to.ameliorate the situation
gave rise to the growth pole concept which, after the rather confused
interpretations which followed its original formulation by Perroux,l
came to be generally vieQed,as "an urban centre of economic activity

which can achieve self-sustaining growth to the point that growth is

13John Friedman, Regional Development Policy: A Case Study of

Venezuela, Cambridge: The M.I.T. Press, 1966, p. 7.

Francois Perroux, "Economic Space: Theory and Applications"
Quarterly Journal of Economics, vol. 64, Feb. 1950, reprinted in

J. Friedmann and W. Alonso (eds.), Regional Development and Planning:
A Reader, Cambridge: The M.I.T. Press, 1964, pp. 21-36; D.F. Darwent,
"Growth Poles and Growth Centers in Regional Planning' Environment

and Planning, vol. 1, Aug. 1969, pp. 5-32.
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diffused outward into the pole region and eventually béyond into the less
developed region of the nation."15

Attempts to incorporate the growth pole concept into regional
planning schemes by concentrating investment in chosen centres in lagging
régiohs with the hope not only of reaping scale and agglomeration econo-
mies but also of diverting migrants from large congested urban areas
gained currency as regionai.planning strategies in many countries of the
world. Such policy-inspired attempts have not;-however, been known to
meet with any remarkable success mainly because of the highly complex
difficulty of simulating in lagging regions the varied and complex
circumstances (including time) on which the apparently sustained growth
ofilarge urban areas depend.16 In fact, traditional concepts have come
under such recent attacks in a number of respects, éépecially from
Marxian analysts who question explicit spatial/regional concerns,the
role of the state as well as the appropriateness of the conventional
top-down approach to development planning matters that the issues raised
could not be ignored. These relevant lines of development should there-

fore be examined briefly.

l .
5Vidal Nichols, "Growth Poles: An Evaluation of their Propulsive

Effects", Environment and Planning, Vol. 1, Aug. 1969, pp. 95-122.

6Niles M. Hansen, '"Criteria for a Growth Centre Policy" in Growth
Poles and Growth Centres in Regional Planning edited by Antoni
Kuklinski, The Hague: Mouton Publishers, 1972, pp. 103-124; see
also the review in Jeremy Alden and Robert Morgan, Regional Planning:
A Comprehensive View, New York: John Wiley and Sons, 1974, esp.

pp. 72-73.
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I.3.1: Marxist Analysis and Relevant Planning Issues

The spatial issue is discussed first. In their conern to give

primacy to the analysis of social-class conflicts in the process of
capitalist development; Marxist scholars have been evolving a rigidify-
ing orthodoxy.which views spatiality in all its connotations and denota-
tions as mere epiphenomenal fetishism that attempts to use ''place
prosperity" as proxy for "people prosperity".17 ‘On the other hand, it
has been cogently argued that both in its urban and regional dimensions,
the spétial problematic, while not a substitute for class analysis, could
be "an integral and increasingly salient element in class consciousness
and class étruggle witﬁin contemporary capitalism."18 The problem is
the ideological reluctance among Marxist analysts to.give e%plicit
recognition to the seemingly obvious idea which is evident even in their
own analyses: that social and spatial processes generate mutually
reflexive structures;

Soja's elaborate review and synthesis of the relevant literature
has identified three internally conflicting and self-defeating positions

regarding spatiality among Marxian analysts, some of whom "maintain

17 . .. . . .
See the review of this issue in the context of regional development in

Gordon L. Clark, Equity, Justice and Regional Impact of National
Policy: Three Evaluative Criteria, (Cambridge: Department of City
and Regional Planning, Harvard University, May 1979), pp. 5-10; see
also Clyde Weaver, 'Development Theory and the Regional Question:

A Critique of Spatial Planning and Its Detractors" in Development
from Above or Below? edited by Walter B. Stohr and Fraser Taylor,
(Chichester: John Wiley & Sons, 1981), pp. 85-86.

8Edward W. Soja, '"The Socio-Spatial Dialectic', Annals of the Association
of American Geographers, Vol. 70, No. 2, June 1980, p. 207.
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the preeminence of :aspatial social class definitions ... to the point
of tortuously trying to resist the implications of their own observations,
emphasis, and analysis.”19 Here, "spatiality" is not used in the
abstract, externalized sense but in that in which it is ordinarily used
in planning and related contexts as ''the socially produced organization
of space ... (including) the form, content, and distributional pattern of
the built environment, the relative location of centres of production and
consumption, the pélitical organization of space into territorial juris-
dictions, the uneven geographical distribution of income and employment,
and the ideological attachments to locational symbols and images, ... (all
. . . - . . . . w20
of which are) rooted in a social origin and filled with social meaning.
The asserted empirical point is
that social and spatial relationships are dialectically
inter-reactive, interdependent; that the social
relations of production are both space-forming and

space contingent (insofar as we maintain a view of
organized space as socially constructed) .2l

Thus, in the context of geographically uneven development and in
response to the related aspatial stance of Marxist analyses on socio-

spatial capitalist formations, the point is

not simply that capitalist development is geographically
uneven, for some geographical unevenness is the result
of every social process, but that the capitalist mode of
production actively creates, intensifies, and seeks to
maintain regional or, more broadly, spatial inequalities
as a means for its own survival, At the same time, the

19Edward W, Soja, Ibid,, p. 211.
20 . ‘ .
Edward W. Soja, Op. Cit., p. 210,

21Edward W, Soja, Op., Cit., p. 211 (parenthesis in the original).



13

continuing expansion of capitalism is accompanied by,
countervailing tendencies toward increasing homogeni-
zation and reduction of geographical differences.
This dialectical tension between differentiation and
equalization is the underlying dynamic of the uneven
development process. To ignore the inherent horizon-
tality of unequal development -- to see only the ver-
tical differentiation of sectors, branches, firms --
is to remain in an incomplete, overly abstracted,

and nondialectical Marxism, incapable of fully com-
prehending (and changing) the history of the capitalist
mode of production.'22

It has, however, been contended that while regional disparity is
an empirically observable characteristic of capitalist economies, its
existence "is not a necessary requirement for the perpetuatioﬁ of
capitalism."23 Nevertheless, it could be added that the dialectical
process reflected in spatio-temporal differentiations which subsequently
yield place (albeit grudgingly) to increased homogenization has been
conventionally (over the last three decades) identified as the fortuitous
resolution of backwash/polarization and spread/trickle-down effects.24
In view of the private ehtrepreneural and individual self-interest which

underlies the accumulative reproduction of capital and the relations of

22E.W-. Soja, Op. Cit., p. 221.

23Gordon L. Clark, "Capitalism and Regional Inequality", Annals of the
Association of American Geographers, Vol. 70, No. 2, June 1980, p. 226.

24Myrdal, Gunnar, Rich Lands and Poor: The Road to World Prosperity,
(New York: Harper and Brothers, Publishers, 1957), pp. 16-31; Myrdal,
Gunnar, Asian Drama: An Inquiry into the Poverty of Nations, An
Abridgement by Seth S. King of the Twentieth Century Fund Study,
(New York: Pantheon Books); Hirschman, Albert O. The Strategy of
Economic Development (New Haven: Yale University Press, 1958), Chapter
4; see particuarly the review/synthesis of these ideas by Keeble, D.E.
"Models of Economic Development" in Models in Geography edited by
R.J. Chorley and Peter Haggett (London: Methuen & Co. Ltd., 1967),
pp. 258-266.
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production, the fortuitousness and indefinite time horizon with (and in)
which the socio-spatial process (guided by failure-ridden, "free-market"
forceszs) resolves itself have been major reasons for theorétically
neutral and purposefulbpublic intervention or planning aimed at making
the direction and pace of development more predictable. As has been
rémarkéd, QIf our past- has been one of coincidence and accident mixed
with rational thought,.our future must be one of rational thought pre-
vailing over coincidence and accident."26

Apart from the general empirical developmental processes from
which the refutation of Marxian aspatial predispositions (with all its
ambivalence) derives its strength, it is even more immediately pertinent
to note that in such a diverse country as Nigeria where patterns of
unequal political participation, educational and technical development,
employment and income characteristics, and general socio-economic
development largely correlate with distinguishable ethno-social areas,
attention to spatiality or regional differentiation derives precisely
from the coincidence of problems and issueé which are simultaneously
lsocial.and regional in their 5road cbnfigurations.

Perhaps the poiﬁt is more simply stated by indicating that the
basic interest in regional (spatial) analysis is in the people that
occupy the various areas and that given the differential spatial

mobility made feasible by varying personal skills and "rooted" prefer-—

ences, those areas command interest because of the enthno-social groups

25See the review by Gordon L. Clark, Op. Cit. (1980), p. 226.

6Richard S. Thoman and Peter B. Corbin, The Geography of Economic
Activity, Third Edition, (New York: McGraw-Hill Book Company, 1974),
p. 14,
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which give them relevance in the national scheme of things. In that con-
text, development (or lack of it) has social manifestations and corres-
ponding spatial/regional expressions. And, as indicated below, Nigerian
national planning authorities as well as regional/state populations and
their political spokesmen are significantly conscious of, and desirous
. . s . . . . 27
to effect improvements in, prevailing socio-spatial relative standings.
The other relevant aspect of Marxian analysis concerns the role of

the state in a capitalist society. This is a subject that needs no

belabouring. The Marxist position is clear enough: that while state
policy is theoretically expected to be neutral (not favouring a particular
interest group over another) in respect of the temporal fluctuations and
socio-spatial disparities which accompany the process of growth and
development, the hegemonic class fractions that manage the capitalist
state are typically influenced such that their policies aid capitalist
accumulation. Thus, the role of the government (in the Canadian COntext
and in relation to both domestic and foreign entrepreneurs, for instance)
has been characterizea as that. of the "organizer of the hegemony of the
bourgeoisie'". The resulting socio-spatial pattern of uneven reward
structures and opportunities are blamed on the unequal structure of
representation between society's subordin;te forces (largely analogous
to‘the»lébour—selling and wage—-earning working class, including its

28 . . . .
reserve army ) and its hegemonic class fractions (constituted by the

27See, for example, J. Ola. Akintola-Arikawe, '"The Equity Principle and

Central Plan Allocation in the Manufacturing Sector: The Nigerian
Third National Development Plan", The Nigerian Journal of Economic and
Social Studies, Vol. 22, No. 1, March 1980 (still forthcoming).

28Gordon L. Clark, Op. Cit., (1980).
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"unholy alliance" of government and capitalist business interests);29

This, in general, is a systemic problem. To the extent that
wage—earning labour and the surplus-value extracting entrepreneur are
mutually interdependent in a qapitalist economy, public policy initiatives
for coordinating the space economy would be directed at maintaining or
(in a recession) restoring conditions which are conducive to the con-
tinuance of roles played by the interdependent actors. The ostensibié
presumption is that each gréup of actofs (labour on the one hand and
accuﬁulating entrepreneural interests on the other) would, acting in its
own self-interest, keep production conditions and relations active and
accept the resulting inequality in reward structures as normal. It is
not surprising, therefore, that Marxist analysis typically advocates the
socialization of the means of production. The problem is that even a
socialistic system offers no guarantee against the emergence of a
directing hegemonic class fraction which, in one way or the other, would
be unequally rewarded to its advantage.

The final relevant line of development is the concept Qf‘bottom—up
development, an idea which in contrast views the growth pole notion in
its applications as a top-down strategy since such applications require
some higher body or authority, normally government, to provide the
enormous investments reQuired to transform selected nodes into function-

ing growth points.

2
9R. Mahon, "Canadian Public Policy: The Unequal Structure of Represen-—

tation", in The Canadian State: Political Economy and Political Power
edited by Leo Penitch, (Toronto: University of Toronto Press, 1977),
pp. 165-198; see also Patricia Marchak, In Whose Interest: An Essay
on Multi-National Corporations in a Canadian Context, (Toronto:
McClelland and Stewart, 1979), esp. pp. 96-128.
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Although casual references to bottom-up development (or develop-

ment-from-below paradigm) may sometimes appear to amount to mere differ-

ences in emphasis and although practical application in any specific
situation might amount to both differential emphasis and pragmatic
blending with top-down strategies, it is nevertheless clear that the
thrust of the bottom-up paradigm has a recognizably distinct conceptual
difference. It does not simply involve only the level at which decisions
for development are made.

Proponents regard a change in the decision-making level as a
necessary but not sufficient condition for bottom-up development. In
contrast to the older and increasingly criticized (especially for reasons
of widening disparities in income levels and well-being) top-down strategy,
the bottom—up approach is conceived as implying alternative criteria for
factor allocation; maximizing integral rather than sectoral resource
mobilization; different criteria for commodity exchange (with emphasis
on equalizing benefits from trade); specific forms of social_and economic
organization (emphasizing territorial rather than functional organization)30
and a change in the Basic concepts of development such that particular

emphases are placed on collaborative behaviour and endogenous motivation.

3OJohn Friedmann and Clyde Weaver, Territory and Function: The Evolution

of Regional Planning (Berkeley: University of California Press, 1979).

31Walter B. Stohr, 'Development from Below: The Bottom-Up and Periphery-

Inward Development Paradigm' in Development from Above or Below? edited
by Walter B. Stohr and Fraser Taylor, (Chichester: John Wiley & Sonms,
. 1981), pp. 39-72, ref. is to p. 39.
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Thus, bottom-up development reconsiders the concept of development
in a way that dissociates it from narrow sectoral notions tied to mea-
surable economic criteria determined by the "World System". On the con-
trary, development from below reconsiders development as "an integral
précess of widening opportunities for ihdividuals, social groups, and
territorially organized communities at -small and intermediate scales, and
mobilizing the full -range of their capabilifies and resources for the
common benefit in social, economic, and political terms.

Stohr's rendition of the development-from-below éoncept, drawing
on earlier works by Friedmann and Weaver as well as others, emphasizes
the two requirements controlling backwash effects by creating dynamic
developmental impulses within 1ess.developed areas. Doing these requires
altering interaction between different regions and countries as well as
creating internal factors of change to induce equity and developmental
dynamics.

It follows that the basic objective of bottom-up development is:

the full development of a region's natural resources and
human skills... initially for satisfaction in equal measure
of the basic needs of all strata of the regional or national
population, and subsequently for developmental objectives
beyond this. Most basic-needs services are territorially
organized, and manifest themselves most intensely at the
level of small-scale social groups and local or regional
communities... (Therefore), the greater part of any surplus
(over local needs) should be invested regionally for the
diversification of the regional economy; (''region'" here
meaning) the smallest territorial unit above the rural
village where such activities are still feasible... and
which comprise commuting and service-provision areas of
acceptable internal accessibility. This process is then
envisaged to occur at successively higher scales. Through
retention of at least part of the regional surplus, inte-
grated economic circuits within less-developed regions
would be promoted.... and development impulses would be
expected to successively pass 'upward' from the local
through regional to the national level. Policy emphasis
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therefore will need to be oriented towards: territorially
organized basic-needs services; rural and village develop-
ment; labor-~intensive activities; small and medium-sized
projects; technology permitting the full employment of
regional, human, natural, and institutional resources on

a territorially integrated basis; ...(and the probable
requirement of) a. certain degree of 'selective spatial
closure' ... to inhibit transfers to and from regions and
countries which reduce their potential for self-reliant
development.32

While the implied thrust of policy action is thus inwards and
primed to the lowest internal levels of spatial organization, the concept
of development from below also suggests the need to implement feasible
levels of disengagement from the international system at the national
level if the endogenous arrangements at lower levels are to be meaningful.

All the same, the relatively insecure basis and ambivalence of
bottom-up development is apparent from the recognition that it does not
seem to be a well-structured theory to serve as an alternative to the
paradigm of development from above and that there is therefore a pressing
need for a coherently systematic framework for an alternative.

Further, it is recognized that there may not be one strategy of
bottom-up development and that "beyond some basic common features,
different cultural areas will need to construct their own (appfopriate)...

. 33
strategies."

It is thus not surprising that the suggestions for a bottom-up or
self-reliant development strategy are necessarily varied and wide-ranging.

As Dudley Seers (1977:5-7) has speculated, self-reliance could, among

other things,

32ya1ter B. Stohr, Ibid., pp. 43-45.

33Walter B. Stohr, Op. Cit., p. 40.
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involve increasing national ownership and control...,

and improving national capacity for negotiating with

transnational corporations... The crucial targets

would be (i) ownership as well as output in the

leading economic sectors; (ii) consumption patterns

that economized on foreign exchange...; (iii) institu-

tional capacity for research and negotiation... The

key...is not to break all links (with other countries),

which would almost anywhere be socially damaging and

politically unworkable, but to adopt a selective

approach to external influence of all types.3

These remarks not only reflect the general ferment of ideas in
contemporary‘develbpment planning thought; they represent, more
specifically, a prescription for the challenges posed by the under-
235
development/dependency theory, essentially another dimension of
Marxist analysis with particular relevance for development planning in
LDCs at both the national and regional levels. The dependency notion
has tried to turn growth pole and polarized development ideas upside
down since the early 1970s and varied enthusiastic pessimists jumped
3
on the band wagon.
The apparent conceptual link between regional development problems

and the underdevelopment/dependency thesis is that the "free" powers of

transnational investors transform recipient host economies into

34Quoted by W.B. Stohr, Op. Cit., p. 47.

35For a businesslike review of dependency theory, see Omotunde E.G.
Johnson, "Economic Dependency Theory: An Interpretation", The
Nigerian Journal of Economic and Social Studies" Vol. 19, No. 2,
July 1977, pp. 63-80.

365ee the review by Clyde Weaver, 'Development Theory and the Regional
Question: A Critique of Spatial Planning and Its Detractors', in
Development from Above or Below? edited by Walter B. Stohr and Fraser
Taylor, (Chichester: John Wiley and Sons, 1981), pp. 73-105.
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satellites df the home economies of transnational corporations which
benefit more from the unequal exchange involved; and that subnational
economic units (regions) within dependent LDCs were merely lower levels
in the territorial (global) hierarchy of subordinate relationships from
which LDCs stood to 1ose and MDCs gained through the instrumentality of
trénsnational corporations.

The idéa of mixing the dependency notion with regional planning/‘
development issues now (early 1980s) seems significantly invalid in at
least one important respect: the fundamental inference of dependency is

.drawn from regarding the proliferation of foreign investment (especially
in the 1960s and early 1970s) as a confirmation of the helbless‘power;
lessness of so-called peripheral econémies to do anything about inward
foreign investment. The experience éf foreign investment control éodes/
measures in a vast and increasing number of countries (inéluding some
MDCS) -- a long-emerging trend which dependencists seem largely to have
chosen to ignore and for.whatever reason, left out of their analyses —--
as.well as self-reliant strategies, has been/is blunting into insignifi-
cance whatever force the dependency notion might have had.’37 Ihe
important result of that in this context is that genuine debates about
regional development/planning issues could hopefully continue in the arena
to which they fundamentally belong: subnational, supra urban units and

frameworks.

!

37 . . . . . . s
See, for example, United Nations Economic and Social Council, Commission

on Transnational Corporations, Transnational Corporations in World
Development: A Re-examination, (New York: Commission on Transnational
Corporations, 20 March 1978), E/C. 10/38, Original: English.
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As far as direct regional planning issues are concerned and in view
of the diversity of theoretical and other opinioﬁs, the conclusion seems
justified, that "the world is our own representation, a matter of will...
regional dévelopmeﬁt is above all an ethical/politiqal question".38 Thus,
propoﬁents”of bottom-up development reason that "if development is to
occur, what is needed is a doctrine of territoriai development: negating
the bonds of unequal exéhange by an explicit theéry of wilful community
action, selective regional closure and strategic regional advantage...;
(emphasizing regionél culture, political power and economic resources;
rejecfing thévnOtion of comparative advantage and refusipg to play.the
develqpmental game by rules favoured to beat the 'closed' local community;

"and fundamentally) using the new feeling of purpose and unity as the
basis for bo%d initiatives and action... (to do) as many as possible of
the things necessary to meet a region‘s needs within the area itself,
and taking whatever political measures are necessary and feasible to see
that this is accomplished".39

What is not clear but crucial is how and_at what level(s) this
would be done. As has been observed, apart from whatever common features
might emerge from its practice in specific cultural aréas, there may be
no one strategy of bottom-up development.40 Further, unless devolution-
inducing revolution is what is implicitly contemplated, the idea of
selective closure for subnational units raises issues of organizational

arrangements within units that would be "closed" and of effectuation in

38’39Clyde Wéaver, Op. Cit., (1981), pp. 93-94 (parentheses ate my para-

phrase).

“Oyalter B. Stohr, Op. Cit. (1981), p. 40.
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relation to the larger, sovereign national unit of which they are parts.
Perhaps the relatively new concept of enterprise zones in MDCs would be
the only barallel experiment that could beAcompared, althougﬁ the legal
and socio—political artificiality and incentive—based character of the
pure conception of entefprise zones as virtually lawless islands "of
shameless free enterprise”41 differs from the pre-existence of social-
cultural and politico-economic groups coincident with territorially
identifiable units assumed in the development-from-below concept.
Even then, the shaky and highly diluted form in which that close pafaliel
has been introduced in Britain since ;he Thatcher yeérs (practically as
conventional, temporary‘"subsidy‘islands"aa demonstrates the extra-
regional problems that .closure raises, problems which have led to predic-
tions of failure for, and disillusiénment with the enterprise zone con-
cept and which have their roots in the meagerness of concessionary incen-
tives that national authorities could realistically allow.4
Fundamentally, the issue could be seen as one of tools (both old

and new) which governments employ for implementing regional development

1Peter Hall, The Enterprise Zone: British Origins, American Adaptations,
(Berkeley: 1Institute of Urban and Regional Planning, University of '
California) A Collection of three public lectures, June 15, 1977 to
February 1981), p. 19.

42John Friedmann and Clyde Weaver, Op. Cit. (1979), pp. 186-207.

43

Madsen Pirie, "A Short History of Enterprise Zones', National Review,
Vol. 33, No. 1, pp. 26-29: ref. is to p. 28.

44Madsen Pirie, Ibid., p. 28.
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policy.45 It could therefore be said that theorizing about regional
development might need, at least provisionally, to evolve practical
suggestions for alleviating urgent issues of poverty and gainful employ-
ment. It also follows that "A thorough empirical examination of specific
cases is required not only to make the assumptions of develbpment theory
more realistic, but also to provide guidance for policies that will in
fact create significantly greater economic opportunities (especially)

for the developing countries' poor majority".46 The analysis of a major
development bank's impaét in relation to its socio-economic policy

environment could be a contribution towards this end.

I.4% The Policy Environment of NIDB

A study of the impact of a major national finance institution such
as NIDB requires a brief review of relevant dimensions of the country's
¢

socio-economic development/planning policies, the bank's immediate

functional environment. For convenience, the review could be structured

5George Sternlieb and David Listokin, editors. New Tools for Economic
Development: The Enterprise Zone, Development Bank, and RFC,(New
Brunswick, New Jersey: Center for Urban Policy Research, the State
University of New Jersey, Rutgers, 1981).

46Niles M. Hansen, 'Development from Above: The Centre-Down Development
Paradigm'" in Development from Above or Below? edited by Walter B. Stohr
and Fraser Taylor, (Chichester: John Wiley & Soms, 1981), pp. 15-38:
ref. is to p. 36; with a subtle hint of impatience with generalized
theorizing, Hansen's pragmatic suggestions for meeting urgent needs
encompass elements of both the bottom-up and top-down paradigms:

(a) more attention to human resource development;

(b) greater efforts to curb population growth;

(¢) wider and more rapid diffusion of agricultural innovations;

(d)  planning in terms of functional economic areas; and

(e) * the linking of functional economic areas by a transportation and
communications policy that encourages not only more general spatial
diffusion of innovations but also facilitates the movement of agri-
cultural and light inudstry outputs from rural areas to large urban
markets (same page).
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in the following sequence: an overview, a consideration of the spatial
planning framework, the objectives of national planning, the economy in
general, the relative significance of the seétor of interest (manufactur-
ing), and related tools of public policy.

Having been drawn into British colonial empire-building from
1861 and attaining its present areal size of nearly one million square
kilometres by the amalgamation of the Northern and Southern parts in
1914, Nigeria has grown into one-of the significant politico—-economic
units of contemporafy times. The abundant resource base is almost as
diverse as the internal physical and socio-cultural characteristics.
And the attainment of internal self-government in the 1950s, formal
independence in 1960 and a three-year long civil war in the late 1960s
are major turning points the country's twentieth history of political
development. With a population which grew from about 56 million in the
eariy 1960s to 86 million in 1980 (the world's tenth largest in the mid-
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1970s "), the country has evolved an incfeasingly complex economy in

which conscious planning continues .to play an important role.

I.4.1: An Overview of Public Development Planning in Nigeria

It should first be indicated that conscious public planning for
development in Nigeria has been traditionally coordinated at the national
levei. It is true that numerous individual local or urban planning
authorifies exist for major towns and cities. And althougﬁ regional

or state governments have their diverse development programme activities

47See J.P. Cole, The Development Gap (Chichester: John Wiley & Sons,

1981), p. 102.
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during the medium-term (four- or five-year) development plan periods; it
is nevertheless the case that such programmes have traditionally been
coordinated within the framework of an overall national development plan.
Thus, regional/development planning in Nigeria has not only been synony-
mous with national planning; it.has also been primarily-a top-down affair
at least in the sense that the coordiﬁation process is directed from the
federal level downwards.

Further, conscioﬁs public planning for development in Nigeria has
been carried on under different regimes for almost four deéades now.
This experience could be conveniently viewed as falling into two temporal
categories: the initial attempt at planning towards the end of the
colonial period (1946-1960), and the post-independence planning experi-
ence since 1960.

The first initiative dqring the colonial period followed the
(British) Colonial Development and Welfare Act of 1945 and in Nigeria,

it resulted in the preparation of what was titled A Ten~year Plan of

Development and Welfare for Nigeria, 1946. The plan's programme covered

projects related to export-crop development for feeding British industries,
as well as infrastructural facilities (roads, communication lines and
ports, especially the ports of Lagos and Port Harcourt) to facilitate
the éxport of commodities. The few industrial establishments in the
country were either first-stage, bulk-reducing processes or small and
medium-scale finishing establishments (print-shops and bakeries) and
they were all geared towards colonial needs.

The ten-year plan ended. prematurely in 1954 as constitutional
arrangements for self-government advanced and a revised pian called the

Economic Development Plan 1955-1960 (later extended by'the first-independent
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parliament to 1962) replaced it.  Both the first and second colonial

plans had no goals or objectives that could be construed as national (in
. Lo\ b

relation to Nigeria).

For one thing, the main strategies employed in relation to export
promotion, raw material valorization and (later) import substitution of
manufactured consumer goods as well as transport development were
characteristically exploitative as they were implemented at minimal cost
to the colonial administration. And for another thing, the negative
effects of the spatial order that became superimposed on the existing
settlement and interaction patterns have been profoundly significant for
subsequent developments. For instance,

the capital-cum port cities of the era 'had the largest
and most skilled populations, the best infrastructures,
the biggest concentration of the ruling elite and the
highest potential for local entrepreneurship’.

As industrialization in the cities progressed, the .
spatial contrasts of the dual economies became more
prominent. This is particularly so because....the
agricultural population received little or no benefits
in the form of Hirschman's 'trickle down effects'.
Instead, contrasts between rural incomes and level of
services and those of the cities were magnified. Also

the spread of education (began to draw) many young and
able-bodied citizens off the land to urban centres.

’

48Federal Republic of Nigeria, The Second National Development Plan

1970-74, (Lagos: 1970); Eniola O. Adeniyi "Regional Planning" in

A Geography of Nigerian Development edited by J.S. Oguntoyinbo, et al.,
(Ibadan: Heinemann Educational Books, 1978), pp. 401-415; Michael
Olanrewaju Filani, "Nigeria: The Need to Modify Centre-Down Develop-
ment Planning' in Development from Above or Below? edited by Walter B.
Stohr and D.R. Fraser Taylor, (Chichester: John Wiley & Somns, 1981),
pp. 283-304.

49Quoted by M.0. Filani, Ibid., p. 288.
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Development planning by Nigerians themselves since the 1960s has
gone through three complete cycles (or development plan periods) now and
the fourth cycle started in 1981. By way of contrast to the apparent
lack of national objectives and meaningful coordination which character-
ized plaﬁning during British colonialism, the successive plans in post-
independence Nigeria are officially referred to as the National Develop-
ment Plans..

The First National Development Plan, 1962-68 was projeeted to

cover a six-year period. However; it was halted and subsequently ter-
minated by the political upheavals that began in 1966 and precipitated
the "Nigerian War of Unity"50 or Civil War from 1977 to mid-January 1970.

The Second National Development Plan, 1970-74 was therefore

largely a reconstruction plan. As a result, vast resources were con-
sciously directed to those areas where war—-induced damages were most
extensive. Ihis situation affected the nature of plan projects. For
instance, of the 150 projects in the industrial programme, oniy 55 were
new manufacturing projects. The vast majority of them consisted of
rehabilitation projects, blanket projects (stated as investment in new
industries and feasibility studies), cash disbursement projects to states
and statutory corporations, industrial estate development projects and

the 1ike.51

5OAkin L. Mabogunje, "Geographical Perspective on Nigerian Development"
in A Geography of Nigerian Development edited by J.S. Oguntoyinbo et al.,
(Ibadan: Heinemann Educational Books, 1978), p. 3.

5lcentral Planning Office, Second Progress Report on the Second National
Development Plan 1970-74, (Lagos: 1974), p. 62.
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Further, as a result of the immediate post-civil war atmosphere in
which the plan was prepared and launched, many of the new projects were
admitted only as project ideas that were subsequently dropped and, rather
consistently, the plah featured numerous cases of non-specification of
project location (even by state) for Federal industrial projects.52 As
a result of these circumstances, the second progress report which covered
the first three years of the plan (1970-73) but was not completed until
the end of the plan in 1974, had to admit that most.of the genuine (new)
projecté.were, by then, just "approaching the stage at which they normally
should have entered the Development Plan";53 A_lérge number of them,
were, in fact, later pushed forwards into the Third Plan.

The Third Plan covered the period 1975-80 and it is so far the one

plan that has been implemented under what could be called the most "ideal"
conditions. Even its review (monitoring) went thrgugh three complete
phases, yielding a fat document‘each time. It was launched in March

1975 and initially provided for a public sector expenditure of ¥ 30
billion (about US$49.5 billion), several times the cost of the two pre-
vious plans and (with administrative reorganizafions in 1976 -- discussed
below), this was subsequently revised to ¥ 43.3 billion (or about US$71.5
" billion). The industrial sector projects alone, for instance, covered

78 investment projects distributed unevenly throughout the 19 states of

the country and (in the case of three) some other West African countries.

52Federal Republic of Nigeria, Second National Development Plan 1970-74,
(Lagos: 1970), pp. 146-151.

53Central Planning Office, Op. Cit., (1974), p. 63.
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Along with other major sectors which apparently had significant regional
planning/development implications (agriculture, livestock, forestry,
fishery, mining and quarrying, manufecturing and crafts, power, commerce
and finance, transport, communications, education, health, information,
labour, social.development and sports,'water, sewerage, housing, coopefa—
tives and community development, defence and security and general adminis-
tration), specific allocations and programmes were also designed and
implemented fer regional development.

The Fourth National Development Plan, 1981-85 is currently in its

second year and it has the same general structure as the Third Plan
althouéh the total projected public capital expenditure has risen to
¥ 70.5 billion.54

Apart from the planning programmes within the cohtext of the
development plans, another 1ine of development which bears closely on
the emerging articulation of the sgg%gfspatial’etructure in Nigeria-
has been the evolution of tﬁe planning units, typically the state units
but also involving some other units. The evolution of these units could

also be reviewed briefly.

I.4.2: Evolution of the Spatial Framework for Planning

Nigeria operates a federal system of government and the component
regions/states have traditionally been the principal subnational units
for regional/development planning purposes. Initially (from 1946),

there were three highly unequal regions, excluding the Federal Territory

54Federal Republic of Nigeria, Outline of the Fourth National Development

Plan 1981-85, (Lagos: 19817), p. 18.
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of Lagos. Apart from wide disparities (in both areal and population
sizes), each of the three regions represented a duality based on ethnic
dominance and sub-dominance and the pattern of development turned out to
be such that areas occupied by the dominant groups attracted the'largest
volumes df infrastructural and other investments. Not surprisingly,
minority prbtests had started as far back as 1947 and progressively grew
louder in the 1950s. The minority pressure for some measure of autonomy
was, however, resisted by the dominant groups for as 1oﬁg as possible.
This pressure was an important remote cause of the Civil War (1967-70),
the experience of which has demonstrated that true unity could exist only
when most of the country's constituent ethnic units feel that they have
a voice inbthe country's administration and a stake in its continued
existence as a polity.

Thus, a process of more state creation was grudgingly started in
1963 by the creation of the mid-West to raise the number‘of regional/
state units to four. But serious-minded restructuring of internal units
actually began in 1967 when the number of states was raised to 12, and
continued in 1976 when the number rose to the present 19. Even now,
pressures for more states continues and although it is often thought
that two of three more states might still be created, the true useful—i
ness of the state-creation exercise has come close to its saturation

point.55 See Figure 1 and Table 1.

55Akin L. Mabogunje, Op. Cit., (1978), p. 3; Brian Smith, "Federal-
State Relations in Nigeria', African Affairs, Vol. 80, No. 320,
July 1981, pp. 355-378; David Ruddel, "Full Stream Ahead?" West
Africa, No. 3380, 17 May 1982, pp. 1312-1313.
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FIGURE 1: NIGERIA'S 19 STATE UNITS
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TABLE 1: Nigerian regions and states (1963-76): relationships and
population sizes.

_ Estimated
Regions, 1966 States, 1967 States, 1976 Population
('000)
Northern North East Borno 2,990
’ Bauchi 2,193
_ Gongola 3,002
North West Niger ' 1,271
' Sokoto 4,538
Benue-Plateau Benue 3,041
' Plateau 2,026
Kano Kano 5,774
Kwara Kwara . 2,309
North Central Kaduna 4,098
Western West Ogun 1,557
Ondo 2,272
_ Oyo 5,158
Lagos Lagos 1,443
Mid-West Mid-West Bendel 2,435
Eastern South East Cross River 3,600
Rivers : Rivers 1,800
East Central Imo 3,280
Anambra 2,943

Source: Federal Ministry of Information, Federal Military Government

Views on the Report of the Panel on the Creation of States
(Lagos, 1976).
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The significance of the administrative reorganizations is not only
that they have provided a firm basis for stability in the couﬁtry (since
no single unit is now large or strong enough to cause. significant unrest
alone and since greater feelings of participatory belonging have thus
emerged) but also that it.has created far-reaching implications for the
spatial étructure of development by (1) making the state capitals new
regional foci df growth and deVelopmental investment spread rather evenly
across the national territory and thus becoming alternative centres of
attraction for the endless process of rural-urban migration; and (2)
rathér by default, making the state units themselves the increasingly
compefitive units which function as the framework for national development
planning. In fact, it could be said that the greatest single event which
has affected the pattern of.urban development in the country more than any
others has been the creation of states.

Below the basic structure of the stateé and their capitals is
also the lower stratum of medium- and small-sized urban centres which,
as headquarters of the 320 local govefnment units in the country perform
lécal—administrative and other functions, while the local éovernment‘unité
themselves form the spatial framework for programming development/planning
investments at the state level, another iayer of the centre-down planning
orientation. ‘

The third and final form of spatial planning units in the country
consists of the 11 river basin development authorities established in
- mid-1976, with boundaries o?erlapping the administrative—spatiél struc-
ture and performing functions connected with various aspects of water
resources development and management (flood and erosion, irrigation for

livestock and crop production, construction and maintenance of dams, dykes
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as well as wells and boreholes for rural and urban water supply, pollu-
tion, and resettlement of persons affected by these).‘56 In view of

the nature of this study, however, it is more meaningful to use only the
19;state structure of the country as spatial framework at appropriate

points.

I.4.3: The Objectives of Planning

Since the 1960s, Nigeria has adopted the Keynesian type of macro-
economic planning strategy, the four- or five-year plans being one of
the manifestations and the major characteristic being significant
reliance on "monetary and fiscal policies to generate the appropriate
stream of total spending so as to asspre steady growth with full employf
ment and no inflation".57

Each of the National Development Plans (NDP) has had specific
objectives in terms of stated targets of growth in Gross Domestic Pro-
duct, savings and reinvestment, and the expansion of diverse social
services. These specific objectives have been usually juxtaposed with
some more fundamental and‘philosophical objectives as to how the socio-
economic system should evolve, both interpersonally and spatially; that
is, raisingbthe issues of efficiency on the one hand and equity on the
other, |

Prior to the 1970s, the process'of planning which was dominantly

sectoral tended to favour the efficiency perspective, regardless of what

563.0. Ayoade and B.L. Oyebande, "Water Resources" in A Geography of
Nigerian Development edited by J.S. Oguntoyinbo, :et al., (Ibadan:
Heinemann Educational Books, 1978), pp. 53-55.

57Akin L. Mabogunje, 1977, quoted by M.O. Filani, (1981), p. 289.
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the stated philosophical objeétives of the plans were. For one thing,
attempts at development planning‘and the functioning of related institu-
tions in colonial Nigeria were concerned, not significantly with consi-
derations of equity or distributive justive but rather with getting
growth started at any point in space where current perceptions indicated
that develbpment could most readily occur by the application of whatever
public resources were ayailable. That attitude, with its underlying
principle of efficiency, favoured relatively attractive areas. A good
illustration is provided by the Federal Loans Board (FLB), a central
industrial finance institution created during the "Economic Development
Plan'" of 1955-60-62 whose jurisdiction was legally restricted in space
mainly to areas in, and within a ten-mile radius of the boundaries of,
the Federal Territory of Lagos for the.first five years of its eight-
 year period of existence, 1956-1964,

The enactment of an Act removing the spatially restricting clause
from the laws governing FLB in 1961 and the expressed government desire
for the "achievement of a more equitable distribution of income both
among people and among regions",58 a year later, réflected.the inéipient
emergence of the equity principle in official public thinking. However,
the enunciation and application of the principle was still so relatively
weak that government locational policy in industrial matters, for

instance, continued to be fundamentally efficiency-oriented, stressing

8Federal Ministry of Economic. Development, First National Development
Plan, 1962-68, (Lagos: 1962), p. 23; see also the review in J. Ola.
Akintola-Arikawe, "The Equity Principle and Central Plan Allocation
in the Manufacturing Sector: The Nigerian Third National Development
Plan", The Nigerian Journal of Economic' and Social Studies, Vol. 22,
No. 1, March 1980 (still forthcoming). : :
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that federal and state—gbvernment sﬁonsored industries should be located
purely on the basis of economic considerations, less developed areas
receiving only marginal concerns in the provision of incentives.
However, the political upheavals éf the mid-1960s and the sub-
sequent Civil War produced a diversity of experiences which have trans-
formed the equity principle into the more dominant social philosophy of
public action in Nigeria. The secpnd NDP which immediately followed the
Civil War provided a rethinking which articulately installed a number of
ultimate objectives for planning in the country. These ultimaté'objec-

. . . . . 6
tives are the firm establishment of Nigeria as:

(i) aunited,strong and self-reliant nation;
(ii) a great andadynamic economy;
" (iii) a just and egalitarian society;
(iv) a land of bright and full opportunities for all citizens;

and (v) a free and democratic society.

The Second NDP elaﬁorated the equity principle underlying these

objectives with a touch of moralizing and sober solemnity. It was

N 61
observed, for instance, that:

An important element of social justice for national
integration is the worthy objective of balanced
development as between different geographical areas

of the country. The reduction of existing disparities
must be pursued openly, although this cannot be
accomplished at the cost of stagnation in areas which

59Federal Ministry of Information, Industrial Directory, 6th Edition,

(Lagos: 1971), p. 80.

60Federal Republic of Nigeria, The Second National Development Plan
1970-74, (Lagos: 1970), p. 32.

blpederal Republic of Nigeria, Ibid., p. 34.
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are presumed to be relatively more developed... The
objective is to move rapidly to the achievement of a
minimum economic and social standard for every part

of the country.

Again, at the beginning of the Third Natioﬁal Development Plan
(1975-80), the nation was strongly and almoet threateningly reminded that
"A situation where some parts of the country are experiencing rapid
economic- growth while other parts are lagging behind can no longer be
tolerated".62 .And the inclusion, among the "overriding aim" of develop-
ment effort in the fourth NDP, of the objective of achieving "better
balance in the development of the differept sectors of the economy and

. . 63 ., .. .
the various geographical areas of the country" ~ indicates the continued

62Federal Republic of Nigeria, Third National Development Plan 1975- 80,
(Lagos: 1975), Vol. 1, p. 30.

63

Other objectives in this "reworking: of "overriding aim" are:
(a) 1Increase in the real income of the average citizen;

(b) More even distribution of income among individuals and socio-
economic groups;

(¢) Reduction in the level of unemployment and under-employment;
(d) 1Increase in the supply of skilled manpower ;

(e) Reduction of the dependence of the economy on a narrow range of
activities;

(f) Increased participation by citizens in the ownership and manage-
ment of productive enterprises;

(g) Greater self-reliance, that is, increased dependence on our own
resources in seeking to achleve the various objectives of society.
This also implies increased efforts to achieve optimum utilisa-
tion of our human and material resources;

(h) Development of technology;
(i) Increased productivity;

(j) The promotion of a new national orientation conducive to greater
discipline, better attitude to .work and cleaner environment:
Federal Republic of Nigeria, Outline of the Fourth National
Development Plan 1981-85, (Lagos: Federal Ministry of Planning,
‘19817), 5.
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preservation of the equity principle in the philosophy of Nigefian public
planning.

It could be added that, in the Nigerian context, the ideal concep-
tion of the equity principle is comprehensive, involving less uneven
distribution of investments (to the extent possible) among all hierarchi-
cally structured levels of spatial organization. That is, investment
location by the central or federal government is expected to reflect
equitable distribution among the states; and investment location by state
governments within their areas of jurisdiction should similarly reflect
equity considerations in relation to the component local government areas.

Further, in view of the range of concerns encapsulated in the
statement éf overriding objectives in the fourth (most recent and current)
plan, 1981-85, it would seem that the philosophical basis of Nigerian
planning remains incrementally dynamic, changing to accommodate or con-
front more seriously additional or specific aspects of existing issues
(such és real income of the average citizens, interpersonal and inter-
group income, sectoral diversification, self-reliance, internal technology
and productivity promotion, societal discipline and environmental (clean-
liness) as they eﬁerge.

Finally, mere statement of objectives does not mean realization
of those objectives. However, problem solution begins with its recogni-
tion and assessment. In any event, it would require numerous studies to
verify how much actual regional/de&elopment planning achievements coin-

cide with desired accomplishments in Nigeria (as elsewhefe). One of the

4Federal Republic of Nigeria, Federal Military Government Views on the
Report of the Panel on Creation of States, (Lagos: 1976), p. 19.
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objectives for this study, as earlier stated,‘is to examine how much the
objective of spatially balanced development is reflected in the opera-
tions of a major public institution functioning in the industrial sector

of the economy.

I.4.4: The Economy: An Overview

Nigeria's per capita GDP in 1980 current prices has been estimated
at ¥ 568 (US$937).65 Not only does this relatively low figure conceal
wide variations; it does not, in any event, tell much about the economy.
~ However, aﬁ examination of the components of the country's GDP and the
relative contributiéns and changes in the performance of the major sectors
(including manufacturing) would be more revealing.

Generaily, the overall GDP has grown from ¥ 2,247.4million in the
1960/61 financial year to ¥ 14,655.0million in 1975/76 (Table 2).
Although the effect of the Civil War is noticeable.in the negative growth
rates in the last twq years of the 1960s, the growth rates of total GDP in
. the’l6~year period for which there are data has been steadily upwards and
became strikingly impressive from 1970 onwards (Figure 2).

The overall upward surge in GDP at the beginning of the 1970s is
attributagle to the rise of petroleum to prominence in the Nigerian
economy. TTadifionally, agriculture and allied primary activities had
accounted for the bulk of Nigeria's GDP but the relative contribution of
the agricultural sector had declined steadily from about 63 per cent in

1960 to about 28 per cent in 1976 (Figure 3). On the other hand, the

65Federal Republié of Nigeria, Outline of the Fourth National Development
Plan 1981-85, (Lagos: 19817).
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TABLE 2: Growth of the Nigerian GDP and manufacturing (at current
factor cost) 1960/61 to 1975/76.
GDP Contribution of Manufacturing
Year
Amount Change Amount As % of Change
¥ million % N million GDP %
1960/61 2,247 .4 - 107.6 4.8 —
1961/62 2,359.6 +5.0 123.4 . +0.4
1962/63 2,597.1 - 1+10.1 146.4 5.6 +0.4
1963/64 2,745.8 +5.7 . 163.0 5.9 +0.3
1964/65 2,894.4 +5.4 173.6 6.0 +0.1
1965/66 3,110.0 +7.4 214 .6 6.9 +0.9
11966/67 3,374.8 +8.5 233.0 .9 0.0
1967/68 2,752.6 =18.4 194.2 7.1 +0.2
1968/69 2,656.2 =3.5 198.6 7.5 +0.4
1969/70 3,549.3 +33.6 281.8 7.9 +0.4
1970/71 5,205.1 +46.7 378.4 7.3 -0.6
1971/72. 6,570.7 +26.2 415.8 6.3 -1.0
1972/73 7,208.3 +9.7 511.5 7.1 +1.2
1973/74 8,482.6 +17.7 662.4 7.8 +0.7
1974/75 13,915.1 +64.0 911.2 -1.2
-1975/76 14,655.0 +5.3 1,168.7 8.0 +1.4
Notes: (1) Financial years to which data pertain start on the lst of

Source:

April of the one year and end on March 31lst the following

year.

Federal Office of Statistics, Federal Republic of Nigeria:
National Accounts of Nigeria 1960-61 to 1975-76, (Lagos: 1978),

pp. 3-6.
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FIGURE 2: GROWTH RATES OF NIGERIAN GDP AND, THE MANUFACTURING
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contribution of the petroleum/mining sector exceeded that of agriculture
for the first time in the 1974/;5 year and has maintained its lead since
then. Apart from the petroleum and agricultural sectors, the other

three of the five largest contributor§ to GDP (distributive trade,
manufacturing and building and construction, in that order) have maintained
a slow and even unsteady growth (Figure 3).

The sector of immediate attention in this study, manufacturing,
has been particularly sluggish in the growth of its contribution to GDP
(Table 1 and Figure l). While its contributioﬁ has ranged between about
5 to 8 per cent and has generally increased with GDP, its annual rate of
increase (change) has been generally below 1 per cent. The swamping
effect of the petroleum sector on the annual growthirate of the sector's
contribution is'reflected in the negative growth/change rates in 1971,
1972 and 1975, years in which the absolﬁte money values of industry's
contributions continued to increase. And although the overall contri-
bution of the sector to GDP reached 11.7 per cent in the 1976/77 year,
its erratic and swamped role had been depressed to an estimated 9 per
cent level in 1981 (again, despite a continued increase in absolute
contribution).66 The manufacturing sector has 'simply been unable to
keep up with the "domineering" petroléum sector.

However, despite its contextually unimpressive role, the manufac-
turing sector has always received special encouragement in Nigeria's
de&elopment planning policy and that‘encouragement is likely to con-

tinue for a long time to come.

66Central Planning Office, Second Progress Report on the Third National
Development Plan 1975-80, (Lagos: 1979?), pp. 17-18; Federal Republic
of Nigeria, Outline of the Fourth National Development Plan 1981-85,
(Lagos: 1981?), p. 11.
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I.4.5: Industrial Development Policy and Tools

There is hardly any other sector of the economy which Nigerian
developmental policy has promoted as conscientiously as manufacturing.
Among the twelve sub-sectors in the "economic sector" of the Third Plan,
for instance, manufacturing accounted for the second highest allocation
of 22.3 per cent (after_transportatioﬂs 35 per cent, a reflection of
the bottleneck which its deficiencies constituted for industrial and
other activities). Thus, the Thirlelan not only indicated "govern-
ment's determination (to create) a sound industrial base for the long-
term growth of the economy";67 it glso elaborated varioué adjustments
in existing institutional, administrative and legal arrangements to
give effect to "A New Industrial Charter".68 Table 3 summarizes the
programme of industrial prbjécts‘directly undertaken by the Central
Government during the plan period.

Similarly, noting that "Manufacturing is one of the high priority
sectors to which great effort will be deﬁoted (and reasoning that)
manufacturing offers the greatest prospect for a rapid development and
transformation of the economy", government's industrial policy in the
Fourth Plan continues to emphasize encouragement of "the maximum growth
nw 69

of investment and output...

67Federal Republic of Nigeria, Third National Development Plan 1975-80,

(Lagos: Central Planning Office, 1975), p. l47.

68Federal Republic of Nigeria, Ibid., pp. 153-156.

69Federal Republic of Nigeria, Outline of the Fourth National Develop—
ment Plan 1981-85, (Lagos: Federal Ministry of Planning, 19817),
p. 35.
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TABLE 3: Categories of Federal Industrial Projects in the Third Plan.
Allocations
C;tegory Category Description P§§:e2£5 Amount Percen—
umber Je (¥ million) tage
I. Genuine Industrial Pro- 61 5,532.614 91.14
"jects for Federal Govt.
Execution
1T, Projects for which Federal 2 80,000 1.32
Govt. provides funds but '
left to states for imple-
mentation
ITT. Projects related to ' 9 400.960 6.60
Industrial development
institutions, facilities
and infrastructure
IV. Study Projects 3 10.000 0.16
V. International Projects 3 47.200 0.78
sponsored by Nigeria but
not located in Nigeria
TOTAL 78 6,070.774 100.00
Note: The total allocation of ¥6,070.774 million on this table differs

from the total federal initial allocation to manufacturing and
crafts (¥5,055.5 million) because of plan distortions (en: route

‘addition of projects): See Central Planning Office, Second
Progress Report on the Third National Development Plan 1975-80

Sources:

(Lagos: 1978?), p. 226.

Computed from Central Planning Office, Third National Develop-
ment Plan 1975-80 Revised Volume II, (Lagos: 1976?, pp. 222-226;
Third Progress Report on the Third National Development Plan
1975-80 (Lagos: 1979), draft.
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It is appropriate to recall that the basic developmental policy
since the 1950s has been to gradually reduce dependence on foreign
manufactures and to encourage domestic processing, notably along the
lines of import substitution. And although the tendency (particularly)
since the Third Plan has been increasingly towards participatory public
involvement, the fundamental approach remains that of providing a con-
genial and supportive setting for private enterprise, mixéd with govern-
mental participation in the directly productive sector of the economy.
The term "Nurture-capitalism' has been used to descfibe this approach
"in which private enterprise is expected to provide the development
thrust in the directlyvproductive sector..., in which it is considered
necessary for governmeﬁt to strengthen.development by nurturing the
capitalist sector generally, and in which government... (noW) favours
indigenous enterpfise in particuléf...".7l

The diverse tools for implementing this policy in the industrial
sector could be grouped into two broad classes, indirect and direct.

The indirect policy programmes or instruments include the incentive
legislations of the late 1950s (and their modifications since then) which
provide for tax and import duty relief as well as for tariff protection.
They also include technical and commercial advice and govermment purchase

programmes.

0
Peter Kilby, Industrialization in an Open Economy: Nigeria 1945-66,
(London: Cambridge University Press, 1969), pp. 53-154.

lSayre P. Schatz, Nigerian Capitalism,.(Berkeley: University of
California Press, 1977), p. ix. »

2Federal Ministry of Information, Industrial Directory, 6th edition,
(Lagos: 1971), pp. 79-81; Nigerian Investment Information and Promotion
Centre, Federal Ministry of Industries, Industrial Directory, 8th edition,
(Lagos: 1980), pp. 238-239; Manfred Berger, Industrialization Policies
in Nigeria, (Munchen: Weltforum Verlag, 1975).
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On the other hand, the direct poéolicy involvements are those which
' have necessitated the creation of public development institutions whose
reason for existence is to make loans available to entrebreneural bodi¢s>
(companies and individuals) and to invest funds directly in appropriate
projecfs.73 The creation of industrial estates (parks) designed to
circumvent the problems of finding suitable plots of land on which to
locate production units or establishments could also be included in the
categor§ of direct public policy.

It would be apparent that the institution concerned herein (NIDB)
constitutes part of the direct policy instruments for‘industrial develdp—
ment in the country.

It should also be said that research work on Nigerian industriali—
zation and regional déveldpment.matters have so far not been significantly
concerned with the basic issues addressed in this study. This is borne

out by the brief review which now follows.

I.5: The Status of Research on Nigerian Manufacturing and Regional

Development

‘'The relatively few significant works on Nigeria which have some
relevance to the subject here could be viewed as falling into three
categories: general works on industrialization or manufacturing, studies
related to elements.of indirect public policy, and those which, in some

way, deal with direct policy instruments.

3See for example, Federal Republic of Nigeria, Second National Develop-
ment Plan 1970-74, (Lagos: Federal Government Printer, 1970),
pp. 15-16. '
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Major works dealing explicitly with manufacturing in Nigeria have
been few. Sokolski published his book on Nigerian manufacturing in 1965.74
As an economic study, Sokolski's work has considerable structural detail
but attention to spatial/regional development issues is highly limited.
Further, although Sokolski.properly identifies the providers of finance
for manufacturing as foreign investors, private Nigerian investors and
Nigerian (Federal and State) governments or the public, he makes no
attempt to indicate the significance of any of these, the institutional
mechanisms for their involvement or their differential impacts in terms
of regional and human welfare.

One study which has consciously attempted to provide analysis of
the magnitude and, to some extent, the spatial pattern of manufacturing
resulting from a ciass of investors is that.by Hakam.75 Even then,
Hakam's study was based on a sample survey of 68 firms and whilé it
cléarly-?evealed the motivations of foreign private investors, it was
not concerned with regional development issues nor the related issues
of public policy.

Further, although Aboyade's Foundations of an African Economy7

deals with investments, its coverage is all-encompassing: it includes

all types of investment (not just in manufacturing alone) and other

74A1an Sokolski, The Establishment of Manufacturing in Nigeria, (New

York: Frederick A. Praeger, Publishers, 1965),.

75A.N. Hakam, 'The Motivation to Invest and the Locational Pattern of
Foreign Private Industrial Investment in Nigeria," Nigerian Journal
of Social and Economic Studies, 8(1966):49-65.

76

0. Aboyade, Foundations of an African Economy, (New York: Frederick
Praeger, Publishers, 1966).
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aspects of national economy. In fact, one basic feature of the various
studies carried out by economists on Nigerian manufacturing is the fact
that they deal with Nigeria as a single unit; they are not primarily
concerned with interregional variations and the regional ‘development
implications of the quantities they deécribe. These remarks also apply
to the works of Kilby77 and Helleiner.78

Mabogunje's 1971 article enumerates four factors accounting for
the impressive growth rate (15-17 per cent per annum) of the manufac-
turing sector in Nigeria at the time: the large size of the country and
its population; the diversity and abundance of nétural resources; the
existence of a relatively well developed infrastructure; and public
bolicies and programs.79 However, although Mébogunje'mentioned
governmental policy as one of the important factors in explicating
industrial growth in Nigeria, the focus of his article was not directed
at that point at all.

There are three other significant works on Nigerian manufacturing
in general. Schatzl's 1973 study of Nigerian industrialization clearly
has a spatial perspective (as its title suggests) and although it makes
mention of relevant public-policy instruments, it does not attempt to

establish/trace links between any of the policies, the industrialization

77Peter Kilby, Industrialization in an Open Economy: Nigeria 1945-66,
(London: Cambridge University Press, 1969).

78Gerald K. Helleiner, Peasant Agriculture, Government and Economic
Growth in Nigeria, (Homewood, Illinois: Richard D. Irwin, Inc., 1966).

79Akin L. Mabogunje, ''Changes in Socio-Economic and Cultural Patterns
Caused by the Industrialization of Nigeria: A Regional Differentiation.’
Department of Geography, University of Ibadan, Nigeria, 1971
(Mimeographed) .

1]
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' , 80
process, or issues of differential regional development. The same is
' 81
true of the more recent work edited by Teriba and Kayode =~ which, in any
event and in spite of integrative "in-filling" by the editors, is a

collection of different articles reprinted largely from The Nigerian

Journal of Economic and Social Studies. The last general study by D.B.

'Ihomas82 deals with important issues in its own sphere (capital accumula-
tioq and technology transfer), but it is basically a structural study
whose implications for regional developmenf are at best latent and
certainly not explicit.

Both.Aluko and Asiodu83 carried out studies on "indirect" public
policy in 1967. The two studies are identical in purpose, focqssing
essentially on incentive legislations. However, their conclusions are
contradictory: while Aluko's more thorough work indicates that indirect
public policy has not been significantly important in promoting manufac-—
turing in Nigeria, Asiodu's'paper claims the reverse. As puzzling as
this may be, the point of interest here is that they were not concerned
with any direct policy instrument or issues with direct implications for

regional development. The same is true for Berger's book-length study

80L. Schatzl, Industrialization in Nigeria: A Spatial Analysis, (Munchen:

Weltforum Verlag, 1973).

810. Teriba and M. 0. Kayode, editoré, Industrial Development in Nigeria,

(Ibadan: Ibadan University Press, 1977).
8
2D. Babatunde Thomas, Capital Accumulation and Technology Transfer: A
Comparative Analysis of Nigerian Manufacturing Industries, (New York:
Praeger Publishers, Inc., 1975).
8
3S.A. Aluko, Fiscal Incentives for Industrial Development in Nigeria,
(Dept. of Economics, University of Ife, May 1967); P,C. Asiodu,
"Industrial Policy and Incentives in Nigeria." The Nigerian Journal
of Social and Economic Studies IX (No. 2 1967); 161-174,
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of 1975.84

Schatz's book, Development Bank Lending in Nigeria, should be

mentioned here, if for no other reason than that it deals with one of the
earlier public lending institutions in Nigeria, namely, the Federal Loans
Board (FLB).85 The book is basically an institutional study with almost
the whole of its 119 textual pages devoged to historical comments and
application appraisal procedures. Like Schatz's other book dealing with
other public lending institutions in Nigeria,86 it is not calculated to
reveal the kinds of relationship involved in this project altﬁough it
contains useful information of a (now) historical or perspective-setting
nature.

In fact the only study which has largely shared the orientation
taken in this study (essentially establishing some links between institu-
tional instruments of direct public policy and regional development
structures) is an earlier work dealing only with the southwestern portion
of Nigeria and the collective role of the FLB, NIDB, the Western Nigeria

Development Corporation and the Western Nigeria Finance Corporation.

4Manfred Berger, Industrialization Policies in Nigeria, (Munchen:
Weltforum Verlag, 1975).

855, p. Schatz, Development Bank Lending in Nigeria: The Federal Loans
Board (Ibadan: Oxford University Press, 1964),

863, p, Schatz, Economics, Politics and Administration in Government
Lending (Ibadan: Oxford University Press, 1970).

875.0. Akintola, "Direct Public Industrial Investment and the Goal of
Even Development: The Southwestern Nigerian Experience  (1956-1971)",
The Nigerian Geographical Journal, Vol. 21, No. 2, 1978, pp. 133-151, -
see also, J. Ola. Akintola-Arikawe, Manufacturing and Direct Public
Policy in Southwestern Nigeria (1956-1971): A Spatio-Temporal Analysis,
Ibadan: Nigerian Institute of Social and Economic Research, 1979
(yet forthcoming). )
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Apart from this, there has been, to my knowledge, no concerted study of
NIDB in any form and whatever impact its activities might have had on
Nigerian industrial development, either nationally in a generalized
framework or regionally in réspect of the country's component socio-
political units. And that is in spite of the wide recognition of NIDB
aé the most significant development instifution Nigeria has ever had.

In fact, the rationale of the endeavour here has a sequential
logic related to the perceived gaps in existing scholarly works. Plan-
ning is essentially a deliberate action directed at influencing a system
in a desired direction even when it is realized that the hoped-for
results may take some time to materialize. Iﬁfluencing change in a
system such as an economic system or a broad sector of it may require
many policy tools being applied simultaneously or in different combinatians
and with some time horizons considered appropriate to a given context, as
well as with a strategic preparedness to vary the tool combinations and/or
‘timing of their appliéation as the need is perceived en route. Whatever
tool is involved, its intelligent application requires an understanding
of the associated processes in order to direct its use more effecfively
towards the deéired ends. It is this rationale which provides the
impetus for this study involving the impact of NIDB's financing activity
on the pattern of Nigerian industrial development, especially in respect
of its regional dévelopment implications and the related policy environ-

ment.

I.6: Restatement of Objectives:and Data Considerations

I.6.1: Restatement of Objectives

As indicated earlier, the aim of this study is to analyze the

credit activities of NIDB, a central public development-finance institution
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" which operates primarily in the fieldiof industry or manufacturing in
Nigeria, over the_period 1964 to 1980 with two primary objectives:
(a) .ascertaining the degree to which NIDB's credit activities
have contributed to Nigerian industrial development
generally; and
(b) eliciting the extent to which its credit activities have
contributed to or (hopefully) mitigated the essentially

polarized pattern of industrial development in Nigeria.

Of course, it is hoped that from the analyses it would be possible to
elicit appropriate policy implications and suggestions for improving
centrally-induced industrial developmeﬁt strategies in Nigeria.
While the first objective is relatively straightforward, the
second objective concerned wifh reducing disparities in the regional/
spatial pattern of industrial development calls for clarifying femarks
in three respects. First, eﬁpressions of concern to reduce disparity
in the spatial incidence of development is commonplace but despite public-
led'effarts to induce convergence, spatial divergence or disparity still
remains the normal pattern in practically every country. The implica-
tion is that although efforts at inducing convergence need not there-
fore be abandoned, the inducement of convergence could only be a slow
process and results achieved would vary with each country's circumstances.
Secondly, there is no agreement in the theoretical literature
especially as to the timing of egalitarian policies aimed at reducing
developmental imbalance. For example, Lefeber has concluded in relation

to India that:88

8 .
8D. Lefeber, '"Regional Allocation of Resources in India' in Regional

Development and Planning: A Reader edited by John Friedmann and
W. Alonso, (Cambridge: The M.I.T. Press, 1964), pp..©652-653,




55

the process of economic development in its geographical
setting requires growth at different rates in different
areas, (and) attempts to industrialize retarded regions
ahead of time and at the cost of slowing down the growth
of more vigorous areas must necessarily put off the date
of bringing relief to the former.

Hirschman seems to take the same view in his observation that con-
centration is typical in the take-off stage of development and that
equalization policies could be initiated as an economy attains maturity.

Cn the other hand, Alonso has noted that whatever the argument for
the efficiency (optimizing) goal and the resulting spatial polarization
or concentration of development, such a policy might not be advisable
for a developing country because of "the realities of pdlitical pressures
and the equally real altruistic desire among many for early equalization.9

It is not feasible to recall the individual conceptual views of the
various other writers that have considered the subject of spatial imbal-

e . . 91 . - o a
ance in investment-location planning. It is sufficient to indicate that

89Albert 0. Hirschman, The Strategy of Economic Development, (New Haven:

Yale University Press, 1958), p. 75.

0 .
? W. Alonso, '"Urban and Regional Imbalances in Economic Development"

Economic Development and Cultural Change, Vol. 17, No. 1, 1968,
pp. 1-14,

91Gunnar Myrdal, Op. Cit., (1971), pp. 36-43; P.E. Lloyd and P. Dicken,
Location in Space: A Theoretical Approach to Economic Geography,
New York: Harper & Row Publishers, 1972), pp. 262-263; Josephine O.
Abiodun, "Regional Inequalities and the Distribution of Socio=-
Economic Activities: A Graph Theoretic Approach", Spatial Perspectives
in National Development, (Benin City: Proceedings, 22nd Annual General
Conference of the Nigerian Geographical Association, University of
Benin, March 28-April 1, 1979), pp. 264-278.
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it is a persistent issue on which there is no consensus. The appropriate-
ness of a convergence-inducing policy wouid therefore depend not only

on timing but also the particular political and policy contexts of each
country.

Finally, there is, in the particular case of Nigeria, the problem
of non-specificity as to how far the convergence effort is to go. Perhaps
its policy statement could not be otherwise. As indicated earlier in the
review of the balanced-development principle and its emergence in Nigeria's
developmental philosophy (especially) since the early 1970s, the hoped-for
practical result is apparently.some perceptible measure of change (with
time) in the direction of reduced imbalance, nét neceésarily an equal-
sharing principle in respect of any one specific sector, including manu-
facturing. This would be so sincé regional resource endowments and
related production capabilities could only be expected to have significant
influences on the development of regional production structures. In any
event, the challenge to the analyst in respect of tﬁe balanced develop-
ment issue in a sector such as manufacturing is primarily the selection
of analytical approaches which could be sufficiently effective to elicit
both the direction and amount of change in the spatio-social system.

That, in turn depends on the quality of data that could be acquired.

Matters of data acquisition for this particular study are discussed next.

I.6.2: Data Considerations

Field work for data acquisition for the study was conducted in
Nigeria from April to August, 1981.
The main types of data considered relevant and at whose acquisi-

tion efforts were directed could be structured as follows:
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(a) Data on Significant Nigerian Manufacturing Establishments

The basic rationale that underlay the decisions as to data require-
ments are closely related to the objectives of the study. In the first
place, it is desirable to have data for at least two points in time in
order to be able to examine relative changes in the proportions of
national manufacturing shareq by each of the 19 states, and in respect
of which the distribution of NIDB investments could also be analyzed.

Secondly, it is necessary for dafa for each such data point to
include information uniformly for variables such as employment, invest-
ment values and the number of production units or establishments.
Finally, it is also rational that the most recent set of data should be
as close to the present as possible.

In view of these considerations, data have been acquired for 1974
(to elicit conditions in the early 1970's when the equity issue began to
gain ascendency) and 1980 (the most recent year for which country-wide
data covering the same variables as in 1974 are available from the
Federal Office of Statiétics, the official body that conducts annual
surveys of manufacturing in Nigeria). The Industrial Survey Division of
the Federal Office of Statistics (FOS) conducts surveys of industrial
establishments employing ten or more peoplé annually but it has fallen
behind in this annual exercise for some time now. In addition, its
annual returns are usually less than 100 per cent of the establishments
expected to respond and therefore contacted. Nevertheless, FOS surveys
are the most compfehensive source of data on Nigerian manufacturing,
especially in terms of the categories of information or characteristics

required.
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However, another useful source of data on Nigerian manufacturing
used in this study is the 1980 industrial directory for the country which,
while covering virtually all establishments employing ten or more people,
also has information available in the FOS-derived data except some
consistent measure of output (either in the form of value added or gross
production value). However, its utility in this study consists in its
capability to convey what the "present" (1980) level of manufacturing is
across the country.

Thus, information for the tﬁo data-point years (1974 and 1980)
is used at appropriate points té elicit relationships relevant to the
study's objectives.

The data used have been obtained on an establishment-by-
establishment basis from both the actual "raw" returns of FOS and the

1980 industrial directory to cover the following characteristics:

1 2 3 4
ISIC Code Location of Employment Equity Investment
(or type) enterprise or No. ’ (paid-up Capital)
establishment

(b) Data on the Credit Institufion Being Studied (NIDB)

Information obtained for NIDB could be classified into two
groups: general and specific.

The general information relates to the institution's operational
guidelines and consists of basic handbooks (booklets) and its annual
reports from 1964-1980.

The specific type of information consists of actual data on NIDB's
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financial operations involving the values of credits to each of its

client establishments for each year from 1964-1980, thus:

1 2 3 4 5 6
ISIC | Loca- | Employ- (Client) NIDB Year of

tion ment Project Cost Participation NIDB
involve-

Equity | Loan | Total 1Equity | Loan | Total | ment

The data collected are essentially sanctions data which are

reliable reflectors of the institution's credit activities.

(¢c) General Population Data and Other Information

It was also considered necessary to acquire total population data
for each of the 19 states. There has been no population census in
Nigeria since 1963 and extrapolations and projeétions have their own
problems. The acquired popqlation data therefore derive from public
documents based on the 1963 census, the same set of data used for
constituency delimitation in the 1979 general elections and the wvarious
National Development Plans.

As the earlier parts of this chapter thoroughly reflect, it has
also been necessary to collect and scrutinize the country's development
plan documents primarily to gain insights into Nigeria's national reg-
ional development policy in respect of industrial and other economic
activities.

I.6.3: Initial Operationalization of the Conceptual and Analytical
Frameworks

For this study, therefore, the conceptual and policy issues



60

addressed could be stated as hypotheses or propositions for the two levels

of analysis which the study assumes:

A. For the national level of analysis:

(i) that apart from the presumable temporal contribution of NIDB
financing to manufacturing generally, the structural pattern
of NIDB financing has been such as to alter the character of
Nigerian manufacturing, in the direction of increased

structural balance;

B. For the regional level of analysis:

(ii) that the regional pattern of NIDB investments (financing)
has been such that there has emerged an inverse relationship
between existing levels of manufacturing and NIDB's
financing activities, especially since the early 1970's;

and (iii) that accordingly, the regional pattern of manufacturing has
been undergoing progressive convergence, especially (again)

since the early 1970's.

Incidentally, the capital-shortage illusionnthesis (by which it is held
that the problem in many LDCs is not so much the shortage of capital
for investment as it is the shortage of viable projects in which to
invest capital) inevitably arises and it is addressed at the appropriate
poinf to the extent necessary and made possible by available data. So
also is the concept of circular and cumulative causation: the tendency
for areas with initial advantages to gain cumulatively over time.

The analytical methods employed are, as necessary, briefly
described in the specific contexts to which they relate, that is, at

relevant stages of the analyses. In general, however, it could be said
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that extensive use has been made of correlation analyses, rank-
difference procedures and, to some extent, concentration indices.

In the meantime, it is desirable to precede the basic analyses
with two relevant matters of perspective: a depiction of the conceptual
character of development banking in general; a discussion of background
issues specific to NIDB, especially its establishment and general
operating policies within the context of the dynamics of Nigeria's
overall development planning policies. These basic matters of perspec-
tive constitute the essence of the next chapter.

Using relevant data for the two selected points in time (1974
and 1980), the basic analytical tasks in the study (especially chapters
III and IV) could therefore be generally stated thus:

A. At the national level of analysis (Chapter III):

(i) employing appropriate measures and techniques to elicit
whatever temporal relationships exist between Nigerian
manufacturing and NIDB financing;

(ii) eliciting with appropriate methods the relationships
between relative changes in Nigeria's industrial/structure
and NIDB financing;

B. At the regional level of analysis (Chapter IV):

(iii) using appropriate methods to elicit how much the balanced
development philosophy is reflected.in the regional
patterns of Nigerian manufacturing and NIDB financing;

(iv) eliciting, for the time span between the adopted points in
time (1974-1980), what discernible degree of convergence

has occurred in the emergent regional pattern of
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manufacturing vis—a-vis NIDB financing; and
eliciting from the relevant data, indices directed at showing
the patterns of NIDB '"favouritism'' and corresponding internal

regional efforts in pursuit of the balanced-development

objective,
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CHAPTER TWO

CONCEPTUAL PERSPECTIVES ON DEVELOPMENT BANKING AND

BACKGROUND TO NIDB OPERATIONS

'1A basic proposition underlying economic development efforts
(including the establishment and operation of development banks) is that
economic develbpment in general and industrial development in particular
is not an inevitable process but one which could be created and energeti-
cally advanced. By planned strategies of investment, innovation, supports
and controls, aggressive policies of economic development are considefed
capable of transforming the socio-economic processes and character
(particularly) of developing countries.l

The issue of capital supply for capital formation in the desired
sector in adequate quantities and at the appropriate time (all determined
on the basis of structural characteristics within the economy concerned)
is one of the crucial factors for advancing the process. That supply of
investment capital is largely the product of an economy's financial
structure and the financial intermediaries that function within that
structure.

In this context, a country's financial structure (the channels
through which savings become available for investment) could be viewed as
exhibiting three facets: government's financing from its own savings/
funds, self-financing from enterprises' own profits, and voluntary

savings.2 Of necessity, realistic public policy should appreciate the

lMountjoy, Op. Cit., p. 28.

2See, Organization for Economic Cooperation and Development, The Financing
of Industrial Development (Barcelona: 16th - 20th May, 1967), Part. I.
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interdependence of these sources of investment capital.

Direct government financing of induétry, involving the behaviour
of government as an industrial investor could be justified on such grounds
as the inability or reluctance of private enterprise to invest adequately
in particﬁlar sectors, the need to eliminate monopolies, and other
reasons. It is also desirable that in a market economy, government
should, in such cases, use the orthodox method of financing its invest-
ments through its own savings (tﬁe surplus of current revenue over
current expenditures), or by fléating loans on the financial market.4
However, the method and promptitude of government's response to such
éituations depend on the actual circumstances of the country concerned.

The second source of investment finance, reinvestment or self-
financing from profits involves ploughing back some profits rather than
dissipating all in 'dividends. While self~financing is most desirable
in that it forms the motive force of a self-sustaining economy and makes

enterprises less dependent on financiers, it is well known that the rate

This interdependence derives from the inverse relationship which exists
among the three sources. If,.for example, taxes are increased to

create surplus-yielding revenue for government, profits from which self-
financing could be done as well as voluntary savings available for
transmission to the financial intermediaries would both be correspond-
ingly reduced; and if taxes are reduced, the opposite effect could,
ceteris paribus, be expected.

Arguments as to whether or not government should be involved in industry
(and other areas of economic development) are now dead issues and need
not be recalled here.  The empirical fact is that government policies
and related activities are now clearly recognized as vital forces in the
development process, and perhaps more so in developing countries.
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of self-financing is lower in developing than in developed countries. At
any rate, developing countries typically have fewer enterprises which
could engage in self-financing to start with. Investment funds are
thetefore needed from other sources on a more significant basis, at least
fdr some initial period.

The third category of savings from which industrial investments
can originate is voluntary savings through the channel of the financial
intermediaries which consist of the banks, savings banks, insurance com-
panies, contractual savings schemes énd even individuals. Financial inter-
mediaries work typicaily in ways that cdncentrate financial resources in
commercial banks which are not very well disposed to the provision of
long-term capital for investmentﬁ The fact that commercial banks typically
favour only short-term lending creates deficiencies regarding long-term
financial resources and represents a situation not stimulating to indus-
trial investment.‘ In order to facilitate long-term investment funding,
governments and other interests (especially in developing countries) have
therefore found it necessary or.profitable to create the special financial
credit institutions known as development finance companies (DFC) or
development banks. -

In view of the nature of this study dealing with the impact of one
such institution in the industrial development sphere, it is appropriate
to éxamiﬁe, even if briefly, the general chatacter of this type of

financial institution.

II.1: Perspectives on Development Banking

William Diamorid is perhaps the earliest and best known student of

development banking. He has conceived a development bank as "an
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institution (designed) to promote and finance enterprises in the private
sector".5 For purposes of general conception, however, it is important
to indicate while promotion and financing (and especially financing) are
core functions of development banks, their activities are, quite often,
nof confined to the private sector. For at least this reason, Kane's
characterization seems more compfehensive: a development bank could be
better viewed "as a financial intermediary supplying medium- and long-term
funds to bankable economic development projects and providiné related
services..., the main consideration in selecting projects for financing
(being) that the bank (should) be able to revolve its funds without
impairment."

Since most conventional and specialized banks and financial insti-
tutions (central banks, commercial banks, short-term credit institutions,
insurance companies, marketing boards and others) are not development
banks{.the development bank is only one type of financial intermediary.
Also, since all these other finaneiel intermediaries are active partici-
pants in the development process generally and the ideal development bank
is involved in both financing and promotional/developmental‘activities,
the various institutional participants could.be ranked as occupying
different points on a broad spectrum. At one end of the spectrum would
be found those institutions which play marginal or indirect roles in

development but as progress is made towards the other end, financing

William Diamond, Development Banks. (Baltimore: The John Hopkins Press,
1957), pp. 4-5. ‘

6Joseph A. Kane, Development Banking. (Lexington, Mass.: D.C. Heath
and Company, 1975), p. 14-15 (parentheses mine).
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progressively becomes a more important aspect of the institution's
functions. The development bank should be found around the broad centre
of such a spectrum of financial institutions.

This broad-centre position is consiStehtvwith the role of the
development bank as an active agent (rather than a passive catalyst) of
economic change which, while contributing to change, is itself undergoing
constant responsive change.8 In turn, the activist role assigned to the
development bank reflects its basic purpose, that of functioﬁing'”as a
substitute institution in stimulating the growth of the factors which
evolved somewhat more spontaneously over a longer time span in the
experience of (more) developed economies.... (that is, such missing or
inadéquate ingredients ﬁecessary for development in a developing.economy
as) capital, entrepreneurship, téchnological'andvmanagerial capabilities,
capital market activity and availability of foreign exchange."9

Despite the length of the list of developmental ingredients which
the development bank is expected to stimulate, financing or the provision
of investment capital remains its hard-core function. The other items
could be subsumed under its other major function: promotion. However,

while financing, usually in the form of loan and/orvequity participation

7Kane, Op. Cit., 1975, pp. 16-17.

8Max—0kpugo, "Development Finance Company and National Development
Objectives in Developing Countries', NIDB Bulletin, Vol. 2, No. 6,
July-December, 1978, p. 8.

Rane, Op. Cit., 1975, p. 1.
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is relatively straightforward,10 the question of the extent to which the
development bank could get invol§ed in promotional activities is not so
clear-cut. And while financing activity (in relation to NIDB) is the

focus of analysis in this study, it would be helpful, both for purposes

of exposition and sharpening attention towards that focus, to structure

the rest of this perspective-setting discussion under the three subheadings
of (a) widespread incidence and diversity (of development banks), (b) the
nature of promotioﬁ, and (c) the nature of financing activity and degree

of involvement in projects.

IT.1.1: Widespread Incidence and Diversity

Development banks are of relatively recent origin, most of them
dating from the period since World War II. For exaﬁple, the global
directory of development banks published by the.Developﬁenf Centre of
the OECD in 1967 identified at total of 340 such finance institutions

in developing countries, the vast majority dating from the post-1945

OTerminological inconsistencies sometimes occur in the literature on
development-finance institutions. Thus, distinctions are sometimes
made such that development banks are viewed as institutions "providing
long-term loan to domestic enterprises', development/finance corpora-
tions as those providing long-term equity capital, and development
finance companies as institutions providing intermediate loans and
equity capital to industry. While the "development finance company"
seems to cover all, the distinctions are nevertheless tenuous and
usually ignored because the ''development bank'" most often provides
both loan and equity capital on long- and medium-term bases. This is
particularly true of the institution concerned in this study, the
Nigerian Industrial Development Bank Limited. As a result, "develop-
ment bank'" and "development finance company'" could, and often are,
used interchangeably in this and other studies. See, for example,
R.W. Adler and R.F. Mikesell, Public External Financing of Development
Banks in Developing Countries, (Eugene, Oregon: Bureau of Business
and Economic Research, University of Oregon, 1966), p. 1; Joseph A.
Kane, Op. Cit., 1975; World Bank, Development Finance Companies,
Sector Paper (Washington, D.C.: World Bank, 1976).
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period. Iﬁcidentally, 55 of these were listed for the 30 African countries
covered by tﬁe directory, including 6 in Nigeria. These numbers have
probably increased since then.

The more impoftant developmeﬁt banks are associated with the World
Bank12 which acts, at various times and in varying degfees, as a financier
of these special financial institutions. bThus, the temporal growth in the
number of development banks associated with the World Bank reflects the

overall numerical growth of development-banking/finance institutions around

13

the world from just 2 in 1950-54 to 68 in 1975.

Although development banks are more closely associated with develop-
ing countries, they also occur in significant numbers in developed
countries (see Table 4) and in recent times, especially since Jimmy
Carter's presidency, the appreciation of the potentials of development
banking.as well as the prescription for its use in‘the United States to
meet the challenges of Capital Shortagé (particularly) in declining/

. ' . 14 . .
distressed areas has been popularized. The fact is, in any event, that

115 p. Nyhart and E.F. Janssens (Editors), A Global Directory of Develop-
ment Finance Institutions in Developing Countries (Paris: The Develop-

- ment Centre of the Organization for Economic Cooperation and Development,
1967).

127he "World Bank" is a general designation for the International Bank for
Reconstruction and Develoopment (IBRD). The World Bank and its
affliates, the International Development Association (IDA) and the Inter-
national Finance Corporation (IFC) form the World Bank Group.

13World Bank, Development Finance Companies: Sector Policy Paper.

(Washington, D.C.: World Bank, 1976), p. 1l1.

14George Richard Meadows and John Mitrisin, "A National Development Bank:

_ Survey and Discussion of the Literature on Capital Shortages and
Employment Changes in Distressed Areas" in New Tools for Economic
Development: The Enterprise Zone, Development Band, and RFC, edited by
George Sternlieband David Listokin, (New Brunswick, N.J.: Centre for
Urban Policy Research, Rutgers, The State University of New Jersey,
1981), pp. 84-143, '
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TABLE 4:
(as of June 30, 1975)
Country Name Acronym
EASTERN & WESTERN AFRICA (14)
1. Botswana Botswana Development Corporation Ltd. BDC
2. Ethiopia Agricultural and Industrial Development
Bank AIDB
3. Ivory Coast Banque Ivoirienne de Developpement
Industriel BIDI
4. Ivory Coast Crédit de la Cote d'Ivoire cCI
5. Kenya Industrial Development Bank IDB
6. Liberia The Liberian Bank for Deévelopment. and
Investment LBDI
7. Mauritius Development Bank of Mauritius DBM
8. Nigeria Nigerian Industrial Development Bank Ltd. NIDB
9. Senegal Société Financiére Sénégalaise pour le
Développement Industriel et Touristique SOFISEDIT
10. Sudan Industrial Bank of Sudan IBS
11. Tanzania Tanzania Investment Bank TIB
12, Zaire ' Société Financiére de Développement SOFIDE
13. South Africa  SIFIDA Investment Co. of S.A. SIFIDA
14. Regional East African Development Bank EADB
NORTH AFRICA (5)
15. Algeria Banque Algerienne de Developpement BAD
16. Egypt Bank of Alexandria BOA
17. Morocco Banque Nationale pour le Developpement
Economique - BNDE
18. Morocco Credit Immobilier et Hotelier CIH
19, Tunisia Banque de Developpement Economique de
Tunisie BDET
(formerly
SNI)
EAST ASIA & PACIFIC (10)
20. China, Rep. of China Development Corporation CDC .
21, Indonesia Bank Pembangunan Indonesia BAPINDO
22. Indonesia P.T. Private Development Finance Company
of Indonesia PDFCI
23. Korea, Rep. of Korea Development Bank KDB
24, Korea, Rep. of Korea Dévelopment Finance Corporation KDFC
25. Malaysia Malaysian Industrial Development _
R Finance Berhad MIDF
26, Philippines Development Bank of the Philippines 'DBP
27. Philippines Private Development Corporation of the
‘ Philippines , PDCP
28. Singapore Development Bank of Singapore Ltd. DBS
29, Thailand The Industrial Finance Corporation of
Thailand IFCT
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Country Name Acronym
SOUTH ASIA (6)
30. India Industrial Credit and Investment
Corporation of India Ltd. ICICI
31. India Industrial Development Bank of India IDBI
32. Pakistan Industrial Development Bank bf Pakistan IDBP
33. Pakistan National Development Finance Corporation NDFC
34, Pakistan Pakistan Industrial Credit and Investment
Corporation Ltd. "PICIC
35. Sri Lanka Development Finance Corporation of Ceylon  DFCC
MIDDLE EAST (6)
36. Afghanistan Industrial Development Bank of Afghanistan IDBA
37. Iran Industrial Credit Bank ’ ICB
38. Iran Industrial and Mining Development Bank
of Iran IMDBI
39. Israel Industrial Development Bank of Israel Ltd. IDBI
40. Turkey State Investment Bank (Devlet Katirim
Bankasi) SIB (DYB)
41. Turkey Turkiye Sinai Kalkinma Bankasi, A.S. TSKB
EUROPE (10)
42, Austria Oesterreichische Investitionskredit
Aktiengesellschaft IVK
43. Cyprus Cyprus Development Bank Ltd. CDB
44. Finland Tiollistamisrahasto Oy (Industrializa-
o tion Fund of Finland Limited) IFF
45, Greece National Investment Bank for Industrial
. Development, S.A. NIBID
46, Ireland The Industrial Credit Co., Ltd. ICC
47, Spain Banco del Desarrollo Economico Espanol,
S.A. BANDESCO
48. Yugoslavia Privredna Banka Sarajevo PBS
49, Yugoslavia Investiciona Banka Titograd IBT
50. Yugoslavia Stopanska Banka Skopje SBS
51, Yugoslavia Kosovska Banka Pristina KBP
LATIN AMERICA & THE CARIBBEAN (13)
52, Bolivia Banco Industrial, S.A. BISA
53. Brazil Banco do Nordeste do Brasil, S.A. BNB
54. Colombia Corporacién Financiera de Caldas Caldas
55, Colombia Corporacién Financiera Colombiana Colombiana
56. Colombia Corporacién Financiera Nacional Nacional
57. Colombia Corporacién Financiera del Norte Norte
58. Colombia Corporacién Financiera del Valle Valle
59. Colombia Corporacién Financiera Popular CFP
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TABLE 4 (cont'd)

Country Name Acronym
60. Ecuador Comisién de Valores - Corporacién
Financiera Nacional CV-CFN

61. Ecuador _ Ecuatoriana de Desarrollo S.A. -

. Compariia Financiera COFIEC
62. Mexico Fondo de Equipamiento Industrial FONEI
63, Trinidad and . Trinidad and Tobago Development
r ‘Tobago Finance Company Limited TTDFC
64. Regional ADELA Investment Company S.A. ADELA

Source: Adapted from World Bank, Development Finance Companies: Sector
Policy Paper, (Washington, D.C.: World Bank, 1976), pp. 64-65
(Annex 7). :
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fthe largest, most active, and most prosperous developmént finance
companies are located in New York, London, and Paris, where they playva
vital role in arranging mergers,-attfacting international investment,
financing, rebrganizatidn or modernization of existing enterprises and
underwriting."15 Nevertheless, development finance institutions in
developing and the immediate periphefies of more developed countries have
becomé more numerous and attracted more attention in the last two decades
or so. It is therefore not surprising that of the 64 development finance
companies associated with the World Bank by mid-1975, 54 (84 per cent) were
in Africa, Asia (including the Middle East and the Pacific) and Latin
America while the remaining 10 (16 per cent) were in Europe (Table 4).
Remembering that there are numerous other>natibnal and internal-area
development banks throughout the world which are not associated with the
World.Bank, development banking could thus be appropriately seenvas a
universally-used tool for development at various levels.

Development banks are diverse in several imbortant-respects,
especially the sector of operation, ownership, and sources of fund. As
the names of the sample institutions on Table 4 suggest, development banks
vary in their range of involvements; For example, the Etibank of Turkey
was formed for the limited purposes of exploiting mineral resources and
constructing power lines on gqvernment's behalf, and India's ICICI was
established to provide long-term finance to private industry. Oﬁ the other

hand, the Corporacion de Formento de la Production of Chile was established

15E.T. Kuiper, "The Promotional Role of a Development Finance Company" in

Development Finance Companies: Aspects of Policy and Operation edited
by William Diamond, (Baltimore: The John Hopkins Press, 1968), p. 11.
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for the wide-ranging purpose of preparing and executing "a general plan

. . "16 . .
to promote production in all sectors of the economy and to obtain credit
from external sources. Typically, however, a development bank's area of
operation is restricted to a few sectors which have been determined as
needing special attention, industry as well as agriculture being commonly

among such sectors.

IT.1.2: Ownership

Another line of geﬁeric differentiation among development banks is
ownership, an important factor which'has implications for the development
bank's operations and potential overall effectiveness in the economyvand
sector in which it operates. For one thing (as - indicated above) a devel-
.opment_bank is ideally expected to be responsive to national development
policies and priorities as these change with time. Its ownership structure
could affect this responsiveness. And for another thing, the issue of
ownership was, for a long time, one which influenced the World Bank's
choice of development finance institutions it would fund, its preference
being for private or private-leaning development banks.'17 It was not
until 1969 that the World Bank Group 'reviewed the policies and procedures
of lending to development finance companies...and agreed that the bank

should not be debarred from lending to publicly owned, as well as to

16William Diamond, Op. Cit., (1957), p.l.

17Paul E. Roberts, Jr., "Development Banking: The Issue of Public and

Private Development Banking", Economic Development and Cultural Change,
19, 1971, pp. 424-437.
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private development finance companies";ls‘a decision which was reflected
in the provision of financial and technical assistance to fourteén
national development banks and three regional devélopment financing
institutions (for the first time for the insfitutions concerned) in the
1971-72 period.

It would seem clear then that three generic ownership categories

could be distinguished for development banks. These are:

(a) private development banks whose capital stocks are completely
owned by private-sector interests and whose operating
policies are accordingly private-sector controlled;

(b) public development banks ﬁhose,capithlastockand operating
policies are, respectively, generated and controlled by the
public sector or government, and

(¢) mixed develépment banks whosé sources of capital stocks and
operating policies represent a blend of private- and public-
sector interests. Depending on the preppnderance of
contributions to capital stock and the resulting influence
over operating policies, mixed development banks could be
sub-categorized as mixed private-leaning or mixed public-
leaning.

Perhaps the most important implication of ownership type for a

development bank is the resulting attitude towards profit-making. This
derives from the fact that private banks place relatively greater emphasis

on interest-rate considerations (profit-making), regardless of whether or

18World Bank, Annual Report, (Washington, D.C., 1969), p. 18, quoted by

Joseph A. Kane, Op. Cit., (1975), p. 107.
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not the érojects they support maximize development impact or marginal
social benefit. On the other hand, publiq development -banks are not
mofivated solely by profit-making. They therefore put greater emphasis

on the development impact criterion. As a result, public development
banks support projects not so much from considerations of marginal
monetary return as from the perspective of marginal social benefit or
development impact. Finally, banks of mixed ownership lean towards one

or the other emphasis (ménetary.return or developmental impact) depending
on whether private or public ownership is dominant. While tﬁe issue of
interest-rate setting and its relation to the potential impact of a
development bank is not completely explained by simple reference to owner-
ship, the overall implication still follows that public development banks
are likely, all things being equal, to make more significant contributions

to economic development.

IT.1.3: Sources of Finance

Development banks also differ éonsiderably at least in the propor-
tional mix of the sources ffom which théy get the funds which form the
basis of their operations. The.source(s) of capital funds for the
development bank is also (in addition to‘ownership—type influences)
another important determinant of.its potential effecti?eness because it
bears importantly on the terms and costs (to the development bank) of the
funds it operates. For any bank (regardless of the ownership category),
the capital funds operated could (and do) come, in varying proportions,
from private profit-seeking sources, the public sector and international

or foreign sources.

¥9Joseph A. Kane, Op. Cit., 1975, p. 24.
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The ways in which the different sources as well as the terms and
costs attached to them could influence a development banks operations
and ultimate impact on development could be illustrated by reference to
Kane's 1975 (general-operations) study of 31 development bénks in Africa,
Asia, Latin Amefica and Southern Europe. The sources of the funds
operated by the 31 "Sample" banks (chosen on the basis Of.data avail-
ability from the World Bank up to 1972 and not ét random) were gfouped as
domestic private, domestic public, external public and external private
(Table 5). On the whole,. the external»pﬁblic source was most important

" banks, followed in order by the public domestic, private

for the "sample

domestic and the private external source, although these overall

(weighted) proportions varied widely for each individual bank. The

important point is that each source of the banks' total resources (equity

and debt/loan capital) had its own set of implications; especially in

view of the necéssity to avoid capital impairﬁent, that is, to operate

such that a bank generates enough revenue (at least) to cover its three

basic costs: the cost of its funds or interest paid to financieré,

administrative costs,'and risk premiums which vary from projectvto project.
Funds could be raised from the domestic private source by the issue

of bonds, deBeﬁtures and capital shares subscribed to by domestic (com-

mercial) banks, insurance companies and other institutions as-well as

individuals. An illustration of the influence which complicating factors

such as the market and other conditions could have on the interest rate

at which development banks‘obtain their funds is provided by the situation |

of Pakistan's PICIC when it raised funds from the private sector in 1971

and 1972. After raising 20 million rupees at 7% per cent in 1971, PICIC's

attempt to raise additional funds in 1972 came at a time when market
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TABLE 5: Sources of Funds for Sample Banks Ranked by Percentage
Originating in Domestic Public Sector (Data up to 1972)

Country/Bank Public Private Public Private
Domestic % Domestic % External % External %
1. Indonesia (BAPINDO) 89.2 8.24a 2.6 0.0
2. Malaysia (MIDFL) 74,1 7.1a 7.5 11.3
3. Mauritius (DBM) 67.7 26.5a 5.8 0.0
4, Ceylon (DFC) 67 .4 . 15.9a 16.7 0.0
5. Ethiopia (DBE) 66.5 13.6a 19.9 0.0
6. Singapore (DBS) 66.5 16.52 8.5 8.5
7. Nigeria (NIDB) 49.6 0.3 30.5 19.6
8. Zaire (SOFIDE) 47.3 11.9a 30.4 10.4
9. Cyprus (CDB) 45.1 46,98 8.0 0.0
10. Iran (IMDBI) 44.8 7.28 43.3 4.7
11. Israel (IDBI) 40.1 23.02 33.0 3.9
12, Liberia (LBIDI) 35.1 5.0 40.6 18.9¢
13. Thailand (IFCT) 32.9 12.0 45.5 9.4¢
14. Greece (NIB) ' 30.9 41.2a 27.0 0.9
15. Ivory Coast (BIDI) 28.7 20.8 43.7 6.8¢
16. Tunisia (SNI) 27.6 - 8.7 61.0 2.7¢
17. India (ICICI) 26.7 14.6 56.7 2.0¢
18. Pakistan (IDBP) : 24 .4 15.1 60.5 0.0¢
19, Morocco (BNDE) . 22.2 5.3 70.3 2.2€
20. Columbia (Bogota) 13.3 35.2 35.1 16.4¢
21. Pakistan (PICIC) 12.5 19.2 62.3 6.0c
22, Venezuela (CAVENDES) 10.6 28.0 31.8 29.6C
23. Korea (KDFC) 10.5 - 12.4 71.9 5.2¢
24, Colombia (Caldas) 9.5 62.52,b 28.0 0.0
25. China (Taiwan:CDC) 7.0 12.8 78.3 1.9¢
26. Colombia (Valle) 6.7 37.3 56,0 0.0¢
27. Colombia (Norte) 5.5 29.5 65.0 0.0c
28. Turkey (TSKB) 4.6 11.1 84.3 0.0c
29. Colombia (Medellin) 3.1 30.9 57.8 8.2¢
30. Ecuador (COFIEC) 0.0 19.6 63.6 16.8¢
31. Philippines (PDCP) 0.0 11.5 83.9 4.6¢
WEIGHTED AVERAGE (%)* 31.2 17.0 46.8 5.0

*
Percentages weighted by dollar equivalent of each bank's "supply of funds".

8Bank whose total supply of funds from domestic sources is approximately
50% or more. '

bRank whose total supply of funds from the private domestic source is
approximately 507 or more.

CBank whose total supply of funds from external sources (primarily public
external) is approximately 50% or more. ’

Source: Adapted from Kane's 1975 study based on World Bank data up to 1972:
Joseph A. Kane, Development Banking, (Lexington, Massachusetts:
D.C. Heath and Company, 1975), p. 98.
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interest rates had risen to the level of the bank's own rate of lending
to its client companies: 9 per cent. It could not, without some adjust-
ment or help/suBsidy, lend out money at the same rate for which it was
to obtain its funds. It therefore sought and obtained a government
interest subsidy of 2 per cent which enabled it to market a debenture
series for 75 million rupees at 8% per cent,‘and was thus able to maintain
a 2% per cent gross spread. The unpleasant circumstance could afise in
which government, without necessarily implying disapproval of a bank's
policies, -would not be in a position to help the bank out of such a
situation. The point is that the development bank's rate is conditioned
by the rate at which.it obtains funds (from the private sector in this
instance) which, in turn, is subjecﬁ to market conditions at particular
times; and extraordinary measures (interest subsidy in this illustra-
tion) are sometimes necessary to enable the bank to obtain funds for
financing projgcts at rates compatible with the bank'sbfunctidn as a
development bank.20

Thg external sector as a source of funds for development banks
functions primarily through lines of credit tied to purchases of capital
equipment in the capital-issuing countries, direct economic assistance
funds forming parts of economic assistance programmes from foreign
governments and often requiring mafching (Counterparf) funds‘from.the
receiving institution; multinational agencies involving, on the one
hand, such international agencies as the World Bank Group and, on the

other hand, regional agencies such as the European Investment Bank or

20The illustration here has relied on Kane, Op. Cit., 1975, pp. 91-115.
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o

the Inter—Aﬁerican Development Bank; and the external private sector
consisting of Banks, insurance companies and international corporations
whose contributions (usually in equity funds) are typically of relative
quantitative insignificance. Among other things, the interest rates and
repayment terms‘attaching to each of these external sources (especially
the three foreign public-sector sourges,‘which are quite important) vary
widely with time and for different development banks even when the funds
come from the same foreign source. Such variations affect the rates
chatged by development banks in respect of their client companies as well
as their ultimate impact on economic'deveiopment within their respective
economies.

Domestic puBlic—sector funds coming in the forms of both equity
and debt (loan) capital are most conducive to the development bank's
developmental orientation. This is because such funds are usually made
available under the most favourable terms, even to private and private-
leaning mixed banks.. This is in adaition to fhe (periocdic) issue of
public-sponsored interest subsidy discussed above.

In fact, the role of the domestic government in the affairs of
its development bank(s) goes far beyond actual financial involvement
by way of allocations and subsidies whiéh, in any éaée, are often not

inconsiderable. The important point is better stated as a generalization:

that a pivotal determinant of the actual flow of funds
to the development bank is the government of the...
country (concerned)...government cooperation with inter-
national fund suppliers and government intermediation on
behalf of development banks is a necessary dimension of
the...operations of (development)banks. Although inter-
national agencies and foreign governments may have funds
available for development banks, these external sources
of funds ordinainly require explicit approval and co-
operation in numerous ways of the domestic government
before actually advancing funds to the banks. It can be
said, therefore, that appropriate public policy of
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domestic government with respect to aevelopment banks

is a necessary condition for the acquisition of most

foreign sector funds by (development) banks.2l

However, it should be mentioned that (as the discussion of

‘Nigeria's NIDB below shows) changes in government policies could
drastically reduce the feadiness with which indi&idual developmént banks
seek to use external funds, especially equity funds, even when such
funds could be readily forthcoming. It should also be recalled that
the development bank's activity and effectiveness is not measured by

its financial operations alone.

IT.1.4: Promotibn

The ideal development}bank is also expected to supply and/or sti-
mulate a wide range of developmental ingredients. The bank's activities
directed at éupplying/stimulating such ingredients are conveniently
subsumed under the term "promotion'". In fact it could be said that
after financing, promotion is the next critical function.which a develop-
ment bank exists to perform; but while financing (usually in the form of
.1oan and/or equity participation) is relatively straightforward, the
nature of promotional activities has a consideraBle potential for
generating divergent views.

The real protaganist of promotion would hold that while the con-
ventional bank must be concerned with security and interest margins and
behave true to its conservatiﬁe tradition by maintaining the suspicious
attitude thaf avoids untried ideas, the development bank should, on the

contrary, create for itself the image and real essences of "an activist

21Joseph A. Kane, Op. Cit., 1975, p. 111 (Parentheses are mine).
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institution interested in development and unafraid of change and fully
aware that there can be no development withbuﬁ new_ideas".22
Fundamentally, promotion in this context involves the idea of
the development bank getting involved in the formulation, initiation
and brganizétion of industrial investmént proposals, behaving like an
entrepreneur who, perceiving or seeking out profitable investment
opportunities, actually takes the initiative and leadership to conceive,
fashion proposals and drganize finaﬁce for new enterprises and actually
execute them. Briefly»put, it involves the entrepreneural activity of
taking the initiativé of shaping up a business and getting it started.
Thus, promotion covers a wide spectrum. It ranges at one end
from the minimal exercise of assessing a project submitted -to the
development bank (for financing) and suggesting improvements in it, to
the other extreme situation in which the development bank gets involved
in a project's conception such that it "originates the idea, translates
it into a financeable project (using consultants and other experts as
necessary in the process), arranges the financing, organizes the company
and, if ohly for a time, manages the new enterprise."23 Between the
extreme promotional roles lies a wide range of possibilities. These

include:

225 T, Kuiper, '"The Promotional Role of a Development Finance Company"
in Development Finance Companies: Aspects of Policy and Operation
edited by William Diamond, (Baltimore: The John Hopkins Un Press,
1968), p. 7. '

23E.T. Kuiper, Ibid., p. 7.

Zhsee especially, Max-Okpugo, "Development Finance Company and National
Development Objectives in Developing Countries' in NIDB Bulletin,
vol. 2, No. 6, July-December, 1978, pp. 7-8; E.T, Kuiper, Op. Cit.,
pp. 5-8; see also J.A. Kane, Op. Cit., 1975, pp. 41-50.
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organizing general industrial surveys and carrying out

feasibility studies for specific projects;

evolving proposals for new enterprises;

‘helping to find technical and entrepreneural partners for

local clients or investors;

taking equity shares and underwriting securities in order

to attract other investors;

organizing mergers in order to evolve more efficient

industrial/production -units;

nurturing a capital market by broadening ownership and by

other methods;

encouraging the adoption of innovations in the economic

sector;

providing management and consultancy services to both client

and non-client enterprises;

training and development of manpower to meet the needs for

highly skilled staff with a broad professional orientation;

taking the initiative to identify and develop projects of

critical importance to the economy or sector of involvement.

In principle, the necessity for promotion arises ultimately from

the need to create conditions (entrepreneurs) that would generate demands

for capital which the development bank may then undertake to provide.

But since promotion has such vast dimensions, it could be very difficult

to measure and evaluate the impact of a bank's promotional activities.
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In any event, in functioning as a promotor, a development bank
goes through a succession'of project development activities which can be
‘summarized as project identification, project iﬁitiation and project
execution. In fact, any individual, organization or institution that
engages in these activities would aléo qualify.to be called promotors.
Obviously then, the development bank is one of many promotors in an
economy and its activities are just an important part of a huge and
complex mechanism involved in the economy's transformation.

if could further be noted that, in reality, only a thin line
separates pure financing.from bromotion since financing must be precéded
by‘thorough appfaisal and effective appraisal requires a careful
scrutiny of all the factors associated with promotion. In the process,
the development baﬁk could turn an otherwise badly conceived project
into a viaEle and financeable one.r However, it thus becomes sometimes
difficult to know when a bank is involved in promotion and when it is
not. A general rule of thumb has therefore been suggested: a de?elopf
ment bank is involved in prqmotion when it goes beyond stimulating others
by assumption, by itself, of entrepreneural functions.25

In view of tﬁe challenges presented by promotion, the general
attitude of many devélopment bankers.in the mid-1960s was that of
avoidance but fhe varied experiences of development finance instifutions
in both developed and developing countries have since indicated‘that, on
the whole, the need for promotion depends on the level of economic
development in the country concerned. In a developed country or the

more developed of the developing countries where a large and experiencéd

25E.T. Kuiper, Op. Cit., p; 10.
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entrepreneural class has emerged, promotion might not be of the highly
démanding brand. On the other hand, in a developing country with no
iﬁdustrial experience and with such little entrepreneural class as exists
interested only in such quick-returns activities as commerce and real
estate, a development bank could apprbpriately become the propﬁlsive
agent that would develop projects, finance them wholly or partially and
if necessary, manage them for some time. Even then, a general principle
is that promotion in this strict or full_sense ”shouid be undertaken
only in industries which are of national importance and shoﬁld involve

operations which are large enough to make considerable risks worthwhile."26

II.1.5: Project Selection,Form of Financing and Degree of Involvement

The development bank;s financing goes into bankable development
projects in the‘foym of loan and/or equity participation. On the one
hand, various conflict-ridden considerations underly -the choice of pro-
jects the bank would finance as well as in what form (loan or equity) it
would finance those it selects.

The selection dilemma revolves around the significance of the
word "bankable'". A bankable project is one which is (or could be)
profitably self-financing, that is capable of generating énough income
within a reasonable time to cover its costs of operation, repay the
principal of bank loans, meet interest-charge paymenté and leave enough
pfofit for its promotors as an inducement to remain in operation. A
non-bankable project is one which is not profitably self-financing in

the same sense. This poses conflicts for the development bank. As a.

26g 7. Ruiper, Op. Cit., p. 6.
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bank, it is expected to get involved only in bankable projects. However,
some non-bankable projects from which its funds would thereby be ideally
precluded (e.g. investment in sewage, water supply and other.projecté
which,increase social consumption) may be crpcial for economic develop-
ment, the bank's fundamental raison d'etre. As has been observed, '"All

‘bankable projects are not economically important (and) every economically

27
important project (is not) necessarily bankable."

However, this restrictiveness could be eased by recogniiing that
even commercial banks do finance projects (even of the consumption type)
as long as there is a reasonable assurance or belief that both principal
and interests could be repaid according to a pre-arranged schedule,
regardless of where the income for such loan amortization is derived.

Therefore a bankable project could be more realistically viewed as

one for which the principal and interest can (reésonably)
be expected to be repaid according to a pre-determined
schedule. (Therefore) bankable projects for development
banks are not necessarily restricted to those which are
self-liquidating. Any project with a significant (pro-
spective) impact on development should potentially fall
within the scope of development bank financing (provided)
only that it can reasonably be expected that the borrower
will be able to repay the loan. The bank may not, in
fact, obtain full repayment of principal on each individual
project but should attempt to do so over a range of pro-
jects... (such that the bank would be able) to recoup all
its outlays over an acceptable period of time, allowing
that bad-debt losses on some projects will be offset by
higher returns from others.28

27Shirley Boskey, Problems and Practices of Development Banks, (Balti-

more: The John Hopkins Press, 1959), p. 50; J.A. Kane, Op. Cit., p.1l7.

28J,A. Kane, Op. Cit., pp. 18-19, (parentheses are mine or my paraphrase).
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One implication of this is that the developﬁent bank, in selecting
projeéts for financing during a one-year period, for instance (and to
remain viable), still has to blend its ﬁeeds for profit-making with its
role as a development-oriented activist. The conflict in the selection
decision is strongest eébecially when the number of applications for the
banks funds exceeds its current resources and decision has to be made on
which prbjects to finance on the ranked bases of two scales: a develop-
ment impact scale reflecting the bank's assessment of each project's.
potential developmental impaét; and an interest-rate scale reflecting
the potential monetary return associated with each project. Projects
ranking high on both scales would have excellent chances of being financed.
Those ranking low on both scales would also clearly have poor chances,
while in the case of those ranking low on one scale and high on the other,
some judgement would have to be made until all funds have been allocated,
the cases of projects at the margin being decided on the basis of ability
to sustain a minimum interest rate.2

Intimately tied to project sélection is the decision as to how much,
if any, of the bank's financing for a project should be (respectively)
in the form of loan or equity. Some considerations of general principle

apply in the decision.

29Clearly, all projects are not of equal interest-paying abilities.
While a major attraction of the development bank to its client companies
is that even its highest interest rate is below the current market rate,
it is also the practice that projects financed even within the same
time period are charged different rates on the basis of ability to
sustain such interest rates and the spread which the bank could maintain
in view of its own costs. It implies that a bank could "subsidize"
one project -at the expense of another!
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The form of financing in which a development‘bank could engage is
usually specified in the charter, by-law, law or other instrumént
establishing'the finance company. However, the bank exercises prudence,
in individual cases, in how it applies its provisions. Apart from con-
ferring part-ownership and voting or non-voting rights (depending on
agreed terms), taking equity shares in an enterprise/project involves
the anticipation which may or may not be realise&, fhat the enterprise
will begin (at some future time) to yield profits from which share-
holders (including the bank) coﬁld derive dividends. In the indefinite
waiting period before the dividend-yielding profits begin to be realised,
no returns come to the sharehélder for the shareholding outlay involved,
a situation of fundamental risk in business ventures.

On the other ‘hand, thezloan financier of an enterprise does not
have to wait for the business to start making profits before repayment
(of principal and/or interest) begins. Only the pre—afranged schedule
of repayment is of real essence and, although not wishing it, it does
not matter to thé loan-granting institution if the enterprise never
makes a profit as long as the financier could recover its loans on the
pre—arranged bases. 1In all, each type of financing has its attractions
and risks. The development bank's choice of financing mode and its mix
(as equity'and/or.loan) depends very much on both the characteristics
of the bank itself and those of the client enterpfise.

The most risky period for the bank td finance an enterprise by
equity participation is also the period when the client enterprise pro-
bably needs it most: 'fhe early years of the enterprise when no individends
could be expected for some years. Rather similarly, at the beginning of

the bank's operations when it is concerned with building up reserves and
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meeting various costs (administrative, interest and dividend payments
respectively on loan and equity capital), its preference is generally
for loan financing which would yield quicker and more reguiar returns,
not equify investment and its uncertainties. When the bank has become
firmly established, however, the attractions of equity financing would
be sought: sharing in the profitability of successful client companies,
spreading ownership interests and developiﬁg a capital market, and
reflecting how attractive investment fingnciﬁg could be.

However, these preferences of the bank have to be weighted against
the inclinations of the client enterpéisé. For various reasons (dis-—
inclinatiop to share business secrets and profits, possibility of future
sale of allowed shares to "wfong" parties; avoidance of government
interference in the case of a public bank, and other reasoﬁs), businesses
(and especially foreign investors) are frequently wary about allowing
equity shares to be taken up in their entepprises and usually bargain
- for arréngements which preserve their control as much as possible.

Apart from the preferences of the bank and the client company,
other factors which influence the form of finéncing include the sources
of the bank's financing and the economic environment in which the bank
functions. ‘Onthe one hand, banks generally prefer the prudent practice
of limiting their equity participation to the equity portion of their
own resources, with the more conservative banks limiting their equity
portfolio to only some fraction of that portion. On the other hand, if
a bank operates in an inflation-ridden environment, for instance, the
rational emphasis would be on equityvfinancing rather than loan because
‘that would enable the bank to share in dividends swolien by upward pres-

sure on prices. But if loan financing must be done, then the bank tries
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to protect its capital against inflation by various devices: secﬁring
conversion fights (to equity) over loans made, securing profit partici-
pation rights when client compaﬁy's sales exceed certain levels; insert-
ing an escalator clause tied to a specifiéd price index, the,pricé of
dollar or the cost—of—living‘index.3

Finally, when the form of finéncing has been decided, a range of
such other arrangements as interest rate determinatioﬁ (discussed
earlier), issues of security to be pledged, féreign—exchange risk alloca-
tion (if applicable) and disbursement schedules and terms (in the case
of loans) as well as issues of voting rights and board representation
(in the casevof equity) would also have to be resolved and incorporated
into the final financing agreement.

With the above as a conceptual background as to general priqciples,

the specific operating contexts of NIDB could now be examined.

3OThe above discussion has been mainly indicative.  Varied subtle con-

"siderations apply in specific empirical cases. Extended discussions
reflecting the varied applicable considerations are contained
~especially in Douglas Gufstafson, "Financial Policy Problems of
Development Finance Companies' in Development Finance Companies:
Aspects of Policy and Operation edited by William Diamond, (Baltimore:
The John Hopkins Press, 1968), pp. 59-90; Shirley Boskey, Problems
and Practices of Development Banks, (Baltimore: The John Hopkins
Press, 1959), pp. 70-90.
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II.2: The Background and Operating Framework of NIDB

II.2.1: Establishment and Temporal Dynamics in Operating Policies

Tﬁe Nigerian Industrial Development Bank Limited (NIDB) is Nigeria's
induetrial finance institution per excellence. It was established on
January 22, 1964 by reconstructing and renaming a pre-existing industrial
development finance company, the Investment Company of Nigeria Limited
(ICON) which had been incorporated in October 1959.

The operating policies of NIDB has changed gradually with its
experienee and national development policies since the early 1960s. Its
initial memorandum of association described its objective (with'details
spanning about five pages) generally as that "of assisting enterprises
engaged in industry, commerce, agriculture and the exploitation of
natural resources'in Nigeria”.31 From the beginning (1964), however,
NIDB has functioned in the role of providing medium- and long-term
(that is, five to about 15 years) finance to both indigenous and foreign-
owned industrial enterprises (including non-petroleum mihing) iﬁ Nigeria.
Its early guidelines emphasized involvement only in promoting private
enterprises or, at worst, enterprises in which government did not hold
a controlling interes_t.32 This was consistent with the attifude of at

least one of the bank's financiers for about a decade, the World Bank

1Federal Republic of Nigeria, The Companies Act. Memorandum and New
Articles of Association of Nigerian Industrial Development Bank Limited,
(Lagos), Adopted by Special Resolution passed on the 6th day of

January 1964 and confirmed on the 22nd day of January, 1964, p. 1i.

32Nigerian Industrial Development Bank Limited, Explanatory Memorandum
and Guide to Applicants (Revised July 1969; Lagos: 1969), p. 3;
NIDB, Annual Reports and Accounts (Lagos: 1970), p. 8; E. Hart,
"Spotlight of NIDB: Kaduna Area Office," Dailz Times (Lagos),
December 3, 1971, p. 15.
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which, for a long time, would not finance public-owned development banks‘.33
The bank's initial article of association has a wide range of
flexibly-worded provisions which enabled its Board of Directors to‘
respond to changes in both the external and immediate economic environ-
ments., ‘For one thihg, the World Bank had done away with its bias against

4

public development banks in 1969.3 And for another thing, NIDB's role

as a developmeﬁt bank has predisposed it to responsi&e}ﬁanges(without com-
promising oﬁerating criteria) elong the lines suggested by national
economic development policies and other characeeristics of the Nigerian
economic environment as these have evolved with time. Thus, on July 1,
1970, the Bank's Board of Directofs extended NIDB's ''scope to include
financing of projects sponsored and controlled by Government, provided
they are operated as independent enterprises en a commercial basis."35
Apart from the accommodation of compatible public projects, however,
the main changes which have occurred in the bank's .operating policies
could be viewed as falling into three categories: ownership and basic

source(s) of operating funds, incorporation of national developmental

objectives and others.

33See, for example, Paul E. Roberts, Jr. "Development Banking: The

Issue of Public and Private Development Banking' Economic Development
and Cultural Change, Vol. 19, No. 3, April 1971, p. 425.

34Joseph A. Kane, Op. Cit., p. 107.

35NIDB, Explanatory Memorandum and Guide to Applicants, (Lagos: Revised
December 1971), p. 3.
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Initially, almost 75 per cent of NIDB's operating funds come from

external sources (see below), including such of the World Bank's

affiliates as the International Finance Corporation. It's ownership,

though diffused,was therefore clearly foreign dominated. Even by 1972,

: 6
foreign sources still accounted for 50 per cent of its funds.3 At its

inception in 1964, the bank had an authorized share capital of N10

million37 out of which ¥4 million was issued and fully paid as ordinary

shares. A further ¥0.5 million was held by the original shareholders

of ICON as participating preference shares. The holders of the ¥4.0

million ordinary shares were as follows:38

Shareholders

Central Bank of Nigeria
International Finance Corporation (IFC)

Private Nigerian institutions and
individuals

Private foreign institutions

Total Ordinary Shares

36Joseph A. Kane, Op. Cit., pp. 92-115.

37

Amount (¥) Percentage

999,656 25.0
999,654 25.0
40,690 1.0
1,960,000 49.0
4,000,000 100.0

The basic Nigerian monetary unit is the Naira (¥). Although exchange
rates vary from time to time, in mid-1982, ¥l is equivalent to about

$1.50 (U.S.) or about $1.80 (Canadian).

38
Mimeographed, 1979?), p. 1.

NIDB, 'Changes in the Structure of OWnership of NIDB Limited", (Lagos:
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The authorized share capital of the bank has been successively
‘incfeased, to ¥40 million in April 1977 and then to ¥100 million in
October 1978. 1In the meantime, however, the Federal Govérnment of
Nigeria had enacted an indigenizatiqn (Nigerianization) law, first in
1972 and broadened‘further in 1977.39 Its puréose and effect have been
to make Nigerian ownership and control of prbductive enterprises in the
country as dominant as practicable. NIDB has been very much affected:
at an Extra Ordinary General.Meeting of the bank held on April 26, 1976,
the paid-up share capital was restructured such that the foreign share-
holders were almost completely bought out. Further restructing took
place in 1977 (at which time no foreign ownership was left) and 1978.

The last (known) structure of paid-up share capital of the bank (as of

March 22, 1979) is as follows:40

Shareholders Amount (¥N) Percentage
Federal Military Government (FMG) 59,000,000 97.9
Central Bank of Nigeria 999,656 1.7
Private Nigerians 268,890 0.4
Total 74,344,010 100.0

9Federal Republic of Nigeria, 'Nigerian Enterprises Promotion Decree
1972", Supplement to Official Gazette, No. 10, Vol. 59, 28th February
1972, Part A, pp. Al1-A21; Federal Republic of Nigeria, "Nigerian
Enterprises Promotion Decree 1977", Laws of the Federal Republic of
Nigeria, 1977, (Lagos: Federal Ministry of Information, Printing
Division), pp. Al7-A34.

4ONIDB, "Changes in the Structure of Owﬁership of NIDB Limited", (Lagos:

Mimeographed, 1979?), p. 2.
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Thus, within a peridd of less than a decade, NIDB.has rapidly be-
come not only a wholly Nigerian-~owned development bank but also a
development finance institution whose ownership is virtually mqnépolized
by the Central Governmeﬁt. |
" Although not of direct interest to the focué of this study, one
other .implication of Nigerianization for NIDB's operating policies has

been clearly summed up in one of the banks publications:

Until 1970,... the bulk of NIDB sanctions went to foreign-
controlled enterprises. Only 27 per cent of the value of
1969 sanctions (for instance) went to indigenous projects.
The reason for this is that when NIDB was set up, its
directive was to finance "enterprises operating in Nigeria'.
No distinction was made between foreign-controlled and
Nigerian-controlled enterprises. . Moreover, until July 1970
the Bank was expressly forbidden to invest in projects in
which Government had controlling interest. This picture
has changed since 1970 when Nigerian-controlled ventures
accounted for 58 per cent of the value of sanctions. This
proportion has grown rapidly in recent years - being well
over 90 per cent in 1976 and 1977.%1 :

Secondly and présumably.as a result of the changes which have
occurred in the structure of ownership, NIDB has shown increased ability,
‘espeéially since the early 1970s, to identify more closely with other
national development policies énd objectives, One_éuch policy whiéh is

particularly relevant to Nigerian industrial development (NIDB's raison

d'etre) and a subject of significant interest in this study is the issue

41NIDB, "Financing Industrial Development" NIDB Bulletin, Vol. 3, No. 2,

Jan.-June, 1978, p. 12; see also, Chief Henry Fajemirokun (President,
Lagos Chamber of Commerce & Industry, and President, Federation of West
African Chambers of Commerce), '"NIDB and the Challenge of Indigenisation"
NIDB Bulletin, Vol. 1, No. 5, January-Jume 1973, pp. 18-20.
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of equity or balance in the spatial incidence pf development-inducing
investments. ‘As indicated earlier, the issue of spatially balanced
development has permeated Nigeria's development-planning philosophy,
_notébly since the early 1970s. NIDB's ideational acceptance of, and
identification ﬁith this principle could be documented extensively.

It is true that in the immediate post civil-war period of the early
1970s, much of NIDB's energies in this regard were absorbed by the prob-
lems of industrial rehgbilitation in the war-affected Eastern States.42
Even then,‘the bankhad;h#ditﬁs"its declared policy (to actively
encourage) further (industrial) dispersal",43 especially to areas which
had previously not felt tHe impact of its investment activities. It has
subsequently become a normal feature of the "Chairman's Statement" in the

bank's Annual Report to include such expressions as the intensification

of "promotional efforts especially in those areas of the country where
(the bank's) impact has not been much felt" (1978); "the Bank's policy
of a moré eﬁen geographical distribution of its investment" (1979);

"the Bank's policy of a fair geographical spread of its projects....
(especially in respect of) states where the Bank's impact has hitherto
not been very strong" (1980); and "full-scale reorganization with a view

to making its (the Bank's) impact felt throughout the country in keeping

42A. Salako, '"NIIB and Problems of Rehabilitation in the Three ‘Eastern

States', NIDB Bulletin, Vol. 1, No. 5, Jan.-June 1973, pp. 9-11}
Henry C. Omo, "Our Modest Achievements in the Eastern States', NIDB
Bulletin, Vol. 1, No. 5, Jan.-June, 1973, pp. 11-12,

43B.U, Ekanam, "Significance of the Eastern Area Office" NIDB Bulletin,

Vol. 1, No. 5, Jan.- June, 1973, pp. 4 and 6.
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with the national objective of balanced development... (and) to facilitate
further the much desired industrial dispersal" (1981).44 Thus, from the
standpoint of the equity principie and other areas of pﬁblic policy, NIDB
actively seeks, at least in principle, to reflect its policy environment
in its alloted sphere of activity.

Two other identifiable respects in which the bank reflects relevant
dimensions of national development policy relate to the practice of a
dividend-restraint policy since the late.l970s, and modifications in the
nature and scale of enterprises.assisted. The former, reduction in the
proportion of profits distributed annualiy in dividends, affects all
companies including NIDB and, presumably, it is intended‘to encourage
the building up of reserves and/or seif—financing via profit re—investmentﬁ6

On the other hand, the bank's records show that for the_initial
six years of its operations, NIDB subscribed to.the role of an institution
existing for the primary purpose of providing medium- and long-term

finance to both indigenous and foreign-owned enterprises in Nigeria.

[

NIDB, Annual Report 1977, (Lagos: 1978) p. 9; NIDB, Annual Report 1978,
(Lagos: 1979), p. 7; NIDB, NIDB Bulletin, Vol. 3, No. 2, Jan.-June,
1978, p. 12; NIDB, 1979 Annual Report & Accounts, (Lagos: 1980), p. 7;
NIDB, 1980 Annual Report & Accounts, (Lagos: 1981), pp. 9-10.

44

45For a purposeful synthesis of the bank's responsive disposition to
relevant national development policies, see NIDB, "How the Development
of the Industrial Sector Necessitates Changes in the Objectives of
Development Banks", (Lagos: 1979?), mimeographed; see also Max-Okpugo,
"Development Finance Company and National Development Objectives in
Developing Countries", NIDB Bulletin, Vol. 2, No. 6, July-December 1978,
pp. 7-8 & 15.

46See, for example, the "Chairman's Statement" in NIDB's Annual Reports
for 1977, 1978, 1979 and 1980, pp. 8, 5, 5 and 5 respectively.
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However, apart from the re-orientations relating to indigenization dis-
dussed above, NIDB has, since 1970, also extended its sphere of activities
to include hotels and projects connected with tourism.47 The rationale
for this, especiaily in respect of the hotel industry, derives from the
bank's recognition of hotel facilities rather as an infraétructure for .
facilitatiné the travels which inevitably characterize the financial and
other arrangements which accompany the processes of investment—making and
industrial activity.' In view of the large size of the country and the
need (as the bank aspires to make its impact felt in every part) for the
baﬁk's officials and businessmen alike to travel for varying periods of
time, the inadequacies of such support facilities as hotels came to be
recognized as part 6f the "infréstruétural” constraints needing attention,
especiaily "in the less industriélly developed parts of the cduntry";48
Further, while NIDB has consistently adhered to the idea of
assisting medium- and large-scale enterprises and has traditionally

maintained (even up to 1980) that "small-scale industries are excluded”49

47NIDB, Annual Report and Accounts, (Lagos: 1970), p. 6.

48NIDB, Annual Report 1978, (Lagos: 1979), p. 7.

49See, for example, NIDB, Focus onINIDB, (Lagos: 1977?), p. 5; NIDB,
General Policies, (Lagos: 19807), p. 3.
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from its operatioms, it has very recently (and inexplicablyso) included
small-scale enterprises among those it could assist. However, the
general exclusion of service industries from the bank's financing
activities ("except where there is the prospect of manufacturing in the
_short—term"sl) still holds.

In any event, NIIB's responsiveness‘to relevant elements of public
policy occasions no su;prise. Among other things, the policy environ-
ment constantly reminds the bank of its assigned roles. For instance,
the Third Plan made the reminder that "The Nigerian Industrian Develop-
ment Bank and the Nigerian Bank for Commerce and Industry are expected to
‘play a more stimuléting tole in the manufacturing activities of the
private sector, operating more as industrial promoters than as banks.
The government will support them financially and the limit to the funds

which will be made available to these institutions will depend only on

OThe inexplicability arises, among other things, from the various separate
" public programmes which exist for small-scale industries and the com-
plete lack of domestic publicity given to this seemingly light change
which, in fact, carries significant potential implications. For one
thing, it renders the bank's funds open to rapid depletion by including
myriads of small-scale enterprises in its constituency of potential
clients, enterprises which are typically of proprietary interests (as
opposed to limited liability companies) and which, in any case, have no
barriers to autonomous self-improvement to 'graduate" to the status of
at least normal "medium-scale" enterprise. There are also possible
political implications since this fundamental change comes in just,
about the second year of the newly resuscitated civilian administration.
However, whatever the prospective implications, they would not be
reflected here since the change occurred early in 1981 while the data
used here cover the 1964-1980 period. The implications could be clear’
only in the future. The change is contained in the statement: "NIDB
provides financial assistance to small-, mdeium-, and large-scale
‘enterprises...”": see NIDB, General Policies, (Lagos: 19817), p. 1.

51NIDB, General Policies, (Lagos: 1980? & 1981?), pp. 3 & 1 respectively.
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their ability to develop and invest in good projects.'Y52 Similarly, the
Foerth Plan not-only renewed the commitment that the NIDB and NBCI "will
continue to be supported financially to enable them to discharge their
functions effectively to government and the business cqmmunity ih'general"
but also made the imposition that "Both banks apart from promoting and
finaﬁcing private investment will in the future be expected to act as.
lenders to government-owhed companies."

Thﬁs, as the 1980s begin, NIDB could, on the whole, be described as
a public finance institution which, with a keen eye on encouraging
industrial dispersal from the reiatively more industrialized centres,
provides medium~ and long-term finance (in the form of loans‘and equity
investments).to both new aﬁd expanding medium- and large-scale ente:prises
registered in Nigeria as limited liability companies, are wholly Nigerian
owned or have substantial Nigerian equity contents, and are invoived in
~manufacturing, non-petroleum mining or tourism (essentially "hote}s of

. , : 4
international standard").5

52Federal Republic of Nigeria, Third National Development Plan 1975-80,

(Lagos: Central Plannlng Office, 1975), p. 154.

53Federal Republic of Nigeria, Outline of the Fourth National Development
Plan 1981-85, (Lagos: 'Federal Ministry of Planning, 1981?), p. 39.

54NIDB, General Policjies, (Lagos: 1980?), p. 3.
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IT.2.2: Conditions and Processes of Financial Involvement

NIDB's involvement in the projects it finances takes place within
certain guidelines whiéh have changed somewhat with time. The fqllowing
is.a synthesis of such guidelines.

The bank's minimum loan investment in a project it finances is
¥50,000 (¥20,000 in the early 1970s) and the maximum investment of ¥15
miilion-(N660,000 in the early 1970s) requires a ﬁumbér of conditions to
be satisfied: that NIDB's total‘financial investment (loan and equity)
should not exceed 60 per cent (raised to 75 per cent in 1981) "of the
project’'s ﬁotal capital cost or 15 per cent of the bank's own paid-up
share capital and free reserves, whichever is lowerﬁ;ss and that NIDB's
equity investment, whenever it is made, should be bgtween 11 and 26vper
cent of the client enterprise's paid-up capital (albeit with possible
exceptions in some cases). The bank's interest rates héve ranged between
10% to 11 per cent per annum (since the late 1970s) and total amortiza-
tion or repayment time fanges from about five to fifteen years.

When an enterprise has convinced itself that it needs NIDB financing,
it initiates preliminary contacts with the bank in writing or in person,
preferably armed with some basic data on the would-be client enterprise.
The bank;.through its Prbmotioniand Development Department, éould provide
assistance to up-grade the quality of the final applicatibn which is
réquired to include a detailed feasibility study covering aetails relating
to the existing resources of the client firm's promoters, the capital

structure 'of the firm, its expected or current (in the case of existing

55NIDB, General Policies, (Lagos: 19817), p. 2.
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establiéhments) costs and processes of production, market(s) for products,
the quality of management, and éther details.

When an application (with the feasibility study) has been definitely
submitted, NIDB's Appraisal Department thoroughly investigates the project,
including visits to the project site. In other words, the bank requires,
and goes to considerable lengths to get satisfied fhat the project for
its investments is economically desirable (providing employment, con-
serving foreign exchange or, at least, not using significant quantities
of foreign exchange); techniéally feasible, and commercially viable (capa-
ble of self—liquidation and self-reliant growth within a reasonable time
span).

After apﬁraisal, the Iﬁvestment Committee reviews the proposal and
if.considered satisfactory, it is recommended to the bank's Board qf
Directors which ordinarily meets bi-monthly. The Board does the sanction-
ing which is then conveyed to the promoter by letter. Subsequéntly, the
promoter formally accepts (or refuses) the offer. After acceptance,
security arrangéments are made. A Loan and Mortgage Agreement is then
" concluded with the Legal Department and disbursement schedules are worked
ouﬁ‘witﬁ the Finance and Investment Supervision departments.

NIDB maintains a continuing interest in the client firm's operations
and usually requires a seat on the company's Board of Directors for as

. . - . )
long as its investments remain outstanding.

6For more comprehensive characterizations of NIDB operations in this
regard, see NIDB, Explanatory Memorandum and Guide to Applicants,’
(Lagos: 1971), pp. 1-10; NIDB, General Policies, (Lagos: 1980%),
pp. 4-9; NIDB, General Policies, (Lagos: 19817?), pp. 2-7.




103

In the following analyses of NIDB's fiﬁancing activities, attempts
have been made not only to elicit how much NIDB has contributed to
Nigérian industrial growth generallyvand to thé extent that that contri-
bution céuld—reasonably be inferred from.financing data, but also hqw
much the bank's avowed identifiéation with the national objectivequ
balanced development has in fact been borne out by theée pattern of its

financial investments in the 1964-80 period.



CHAPTER THREE

NIGERIAN MANUFACTURING AND NIDB FINANCING: THE AGGREGATE
PATTERNS AT THE NATIONAL LEVEL

The more demanding tasks of this study are thése-relating to the
regional (state) patterns of manufacturing vis-a-vis the financing
activities of NIDB and the issue of regional imbalance/balance during
the study pefiod. However, the main part of this chapter is devoted
to analyzing the temporal and structural relationships between ﬁanufac—
turing and NIDB financing at the overall national level in the same
1964-1980 period, leaving the analysis of regional patterns to the
next chapter. However, it is conducive to clarity to precede the
analyses with some remarks which relate to the data and measurement
criteria used (especially in respect of manufacturing) and which have

relevance for the analyses at both the national and regional levels.

ITL.1: Preliminary Remarks and the Data

It may be recalled again that this study adopts a framework
which features essentially two unequal time segments, 1964-1974, and
1975-1980. Since the basic analyses are for two points in time, 1974
and 1980, this time segmentation is often implicit. In connection
with NIDB financing data, for instance, the 1974 data set is derived ,
by cumulating (summing) the relevant data for the period 1964 to 1974
(inclusive). On the other hand, the 1974 data set in respect of
manufacturing represents the cumulative aggregate for previous time
periods up to that point in time: mno cumulation is therefore required.

Similarly for the 1980 data sets for the two fundamental elements of

104
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the study. The point about time segmentation is not particularly"
important for analyzing the temporal relationships of manufacturing and
NIDB financing at the national level since available time series data -
on national manufacturing and the highly complete time series data on
NIDB financing could be easily fitted together for the purpose. How-
ever, the regional level-analysis requiring more spatial details
also requires at least two points in time if it is to be possible to
verify how much there has been a change in the direction of (or away
from) regional balance in Nigerian manufacturing and NIDB financing
especially since the issue of balanced development came into promi-
nence in the early 1970's. The same consideration applies to the
analysis of structural changes (at the national level).

Brief attention should now be drawn directly to éertain charac-
teristics of and considerations relating to the two primary data sets
employed, data reléting to manufacturing on the one hand and to NIDB

financing on the other. The manufacturing data set is considered first.

III.1.1: Data on Manufacturing and Measurement Criteria

:

The most reliable data on Nigérian manufacturing are those
from the annual surveys of the Industrial Survey Unit of the Federal
Office of'Statistics (FOS). However, nbt only have FOS surveys fallen
slightly behind schedule for some years but more importantly, it has
never been able to obtain a 100 per cent response rate with the manu-
facturing enterprises or establishments which furnish information for
the annual surveys (those employing ten or more people). The response

rates of between 65.9 and 91.8 per cent achieved by FOS for some
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years between 1968 and 1978 illustrate this point.l Nevertheless,
there is no satisfactorily feasible alternative to the otherwise
invaluable records at this statistical agency especially in respect of
studies with a nation-wide perspective on Nigerian manufacturing. The
overwhelming proportion of such studies have therefore consistently
relied on the FOS as a basic data source. .

The other major source of data on Nigerian manufacturing, the

Industrial Directory, is published at much longer intervals. While it

tends to cover more establishments in its listings, its information is
less precise (partly for reasons of confidentiality), and fewer cate-
gories of information or characteristics are covered for each establish-

ment. For instance, the 1980 edition of the directory from which one

The response rates for the years 1968-1970 and 1978 are, for instance,
as follows:

Year Total Number of Number of Establishments Response
Establishments Expected Actually Responding Rate
to Respond . Acceptably (%)

(i.e. contacted)

1968 681 625 91.8
1969 799 639 80.0
1970 852 703 82.5

1978 1615 1064 65.9

Source: FOS, Industrial Surveys, 1968-1970 (Lagos: 1972); and
Enquiries at FOS Headquarters, Lagos.
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of the data sets for this study derives (especially because it cqntains
the most recent information) does not record values on some variables
for varying numbers of establishments listed. The variables on which
it consistently provides information are establishment and employment
numbers. While the incidence of missing values_for a few establish-
ments may not significantly affect analyses treating the whole country
as a unit (as in the main part of this chapter which includes paid-up
capital investment as mgasure), it could generate misleéding inter-
pretations in respect of regional (state)distributions which have
potentials for attracting internal political attention more readily.
And for states.with very, few manﬁfacturing estaBlishment§; for insﬁance
the incidence of missing values/cases for crucial variables could
create serious problems.

One of the most basic decisions that must be made in studies
dealing with manufacturing is that concerning the choice of measure-
ment criteria. The use of numerous measures could create divergent
problems of interpretation. And although the various measures—-
establishments . or number of plants, value added, value of paid-up
capital, employment totals, energy consumption and the like~-are
generally known to intercorrelate such that any of them could
theoretically be employed, the adoption of any of them has its short-
comings. Besides, it is safer to verify such generally-known inter-
relationships for specific study contexts in order to validate the
contexﬁual applicability of such general relationships. This has been
done here, using available aggregate data on Nigerian manufacturing

from 1964 to 1980 (Table 6A). The resulting intercorrelations
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TABLE 6A: Nigerian Manufacturing, 1964-1980
Year Number of Value Number Gross Prod. Paid-up
Establishments Added "Employed Value Capital
(¥'000) (¥'000) Investment
(¥'000)
Xl X2 X3 X4 X5
1964 687 137,466 76,342 358,778 -
1965 776 172,596 95,614 444,872 134,934
1968 625 207,672 86,728 503,038 128,464
1969 639 290,228 102,532 636,036 160,868
1970 703 392,718 127,162 844,638 - 191,694
1972 1,052 494,571 167,480 1,045,951 381,962
1973 1,008 579,985 166,820 1,233,199 328,782
1974 1,036 683,671’ 175,287 1,476,524 373,171
1975 1,290 1,185,334 244,243 2,611,091 -
1976 1,310 1,565,042 274,738 3,583,621 -
1978 1,064 1,989,465 300,397 4,826,820 648,941
1980 2,930 - 291,874 - 2,030,393
Sources: Federal Office of Statistics, Industrial Survey, Nigeria, 1964
and Industrial Survey, Nigeria, 1965 (Lagos); summary repro-
duced by Babatunde Thomas, Capital Accumulation and Technology
Transfer: A Comparative Analysis of Nigerian Manufacturing
Industries (New York: Praeger Publishers, 1975), Appendix 2,
pp. 125-128, for 1964 and 1965; Federal Office of Statistics,
Industrial Survey, Nigeria, 1968-1970 (Lagos: 1976); also
Industrial Survey publications and returns by FOS for 1972,
1973, and 1974, as well as for 1975 to 1978; FOS, Economic
Indicators (Lagos: March 1975); Nigerian Investment Informa-
tion and Promotion Centre, Federal Ministry of Industries,
Industrial Directory, 8th Edition (Lagos: March 1980).
Notes: (1) The 1968 and 1969 industrial surveys did not cover the three
eastern states at the time because of the Civil War.
(2) The surveys covered establishments employing ten or more people.
(3) Paid-up capital value shown for 1978 is for the 578 establish-
ments with that information.
(4) Money values for years before and including 1971 have been

multiplied by 2 to convert to Naira (¥) values, the Nigerian
monetary unit.
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(Table 6B) reveal, as expected, highly significant interrelationships
between each pair of the measures used. In any event, while most social
studies favour the employment criterion, decisions on measurement selec-
tion most often reflect the nature and purpose of particular studies and
practical considerations relating to data availability.

It is particularly desirable here, too, that data on the measures
used in the basic analyses should be uniformly available for chosen
data years of the study, at least for each level of the analyses
involved (the national and the regional). As already mentioned, lack
of information on a few establishments in respect of particular
variables (measures) may not be as critical for analysis at the
national level (treating the nation as one unit) as it would be for
analysis at the regional level.* For this reason, the paid~up capital
investment measure which would have been ideal for analysis at both
levels (in a study which emphasizes the investment or financing activi-
ties of an institution), is used only at the national level.

Two other measures used in the basic analyses are establishment
and employment numbers. Establishments are not only the basic produc-
tion units; they are also the active entities whose promoters represent
in making financing arrangements with NIDB. While the establishment
measure enters into the analyses at the national level only to the

extent necessary to indicate the number of production units associated

* Because what is being used is a mammoth "sample" which is almost the
same as the population but this may not be wise especially for states
with few total establishments in the first place.
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Note:

TABLE 6B: Correlation Matrix of Measures of Nigerian Manufacturing,
1964-1980
X % X3 %4 Xs
ESTABS | VALADDED | EMPLOYMT GPV PAIDUPCA

Xl ESTABS 1.000 0.770% 0.710%* 0.734% 0.989%%*
X2 VALADDED "1.000 0.975%*% | 0,998%% 0.934%%

| X3 EMPLOYMT 1.000 6.960** 0.782*
X4 GPV 1.00 0.916%*
X5 PAIDUPCA 1.000
* Significant even at .0l level.

Significant at more than .01l level.

The variables, Xl through X_., have been identified in column

5’
headings in Table 6A. Shortened forms of the variable names
(as used in computer processing) have also been used as column
headings here for convenience, a device also used in similar
tables below.
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with the values concerned, it forms one of the two primary measures of
manufacturing in the basic regional-level analyses. On the other hand,
the employment measure used at both the national and regional levels
hardly needs justification. Employment is the basic mechanism for
distributing a society's wealth and a balanced development policy would
hardly be meaningful if it does not translate into enhanced income-
generating employment.‘

- In summary, the variables used for the basic analyses at the
two levels of investigation could. be recalled thus:

(a) paid-up capital investment and employment at the national

level of analysis; and

(b) establishment (or number of plants) and employment at the

regional (state) level.
These measures have been used at the respective levels to relate
manufacturing to NIDB financing pattefns. 0f the two measures indicated
for the regional-level analyses, the employment criterion (which
correlates highly significantly with the establishment criterion anyway)
has been employed to explore how much the emergent industrial-activity
patterns have (or haﬁe not) been progressing in the direction of
increased regional balance.

Finally, on manufactural data, the analysis of sectoral (industry—
type) or structural characteristics in relation to NIDB financing
(feasible and worthwhile at the national level) has been éxecuted
within a framework which uses the International Standard Industrial

Classification (ISIC) system at the two-digit level (see Table 7,



for instance).2 The other major set of data, that relating to NIDB,

also requires some clarifying remarks.

I1T.1.2: Data on NIDB Financing

As indicated earlier (sectibn I.Q,Z), NIDB financing involvement
is measured by the money value of the sanctions it has made to its
various client establishments (companies or enterprises) from 1964 to
1980. A sanction in this context is a formal commitment by the bank to
provide financing in the form of equity, loan or both to an enterprise
in accordance with terms specified in the eventual financing agreement,

an agreement which is binding on both the client enterprise and the
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bank. A sanction thus represents the formal favourable conclusion of the

application-for-financing process initiated by a would-be client enter-
prise at some previous point in time: it is formalized approval for
financing. If no sanction withdrawal or cancellation takes place,

the value of a development bank's sanctions would, over time, equal

its cumulative stream of disbursements, the latter (disbursement) being
essentially the actual scheduled paying out of the financing funds
according to terms in the financing agreement,

There are two fundamental conditions which could render a
sanction inoperative and lead to cancellation or withdrawal: shortage
of funds on the part of the bank fo a point where it cannot honour
its financing commitments; and inébility on the part of the promoters

of an enterprise to meet conditions in the financing agreement, often

2See also, International Labour Office, Yearbook of Labour Statistics,
(Geneva: 1971), p. 758.




the security requirements. NIDB has never experienced financial
difficulties to the point of being unable to meet its sanction commit-
ments. On the contrary, the bank has enjoyed such large infusions of
public funds since the early 1970s (section II.2.1 above) that its
problem might well be how to get enough bankable projects (client
enterprises it could finance in ways consistent with its operating
criteria) to take advantage of its financing capabilities. And the
bank's investment activities have consistently yielded profits year
after year, its net (after-tax) profits for 1976, 1977, 1978, 1979
and 1980 being ®1.3 million, ¥1.4 million, ®¥l.4 million, ¥3.4 million
and B4.3 million respectively,3 for instance.

On the other hand, there has been a number of cases of sanction
cancellation or withdrawal arising from the demonstrated inability of
some client enterprises to fulfil one part or the other of the
financing agreement, either by default after-an allowed timé span has
elapsed or by explicit representations (such as an indication of lack
of further interest in the financing arrangement).

A criticalfpart of the enquiries for this study, therefore,
concerned the issue of sanction cancellation or withdrawal. It was
revealed that ﬁhere were forty cases of sanction withdrawal during the
study period. Since there were 421 sanctions altogether (in the main,
one to each individual client enterprise), the withdrawals (which
occurred primarily in the 1972-1978 period) constitute 9.5 per cent of

all sanctions made during the study period (Tables 7 and 8). The

3NIDB, Annual Reports & Accounts, for 1977, 1978, 1979 and 1980.
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TABLE 7: NEDB SANCTION WITHDRAWALS, 1964 - 1980: DISTRIBUTION BY SECTORS

' . No. of | , NIDB PARTICIPATION
ISIC CODE . : ° ' Time Time
: . Esta- I !
(3-Digit SECTOR DESCRIPTION | heta” || . VITHDRAWN &% 000) of | of
Level ' Sanctioh With-
) ments Equity| Loan Total % drawal
|* Hotel and Tourism » 2 | e 112 2 . 19738 19758«
, | | >0 | 1250 %7 11975 | 1977
31 Food, Beverages, and Tobacco |10 450 2429 2879 22.5 1964-76} 1972-78
Textiles, Wearing Apparel, and >*H
32 Leather Industries _ 8 33Q 3339 3669 28.7 1979-74{ 1973-78
Wood and Wood Products, . T
33 Tncluding Furniture 3 === 176 176 1.4 1970-72] 1974
Paper and Paper Products,
34 Printing and Publishing 2. v40 370 410 3.2. 1970-71} 1973-74
_ Chemicals, Petroleum, Coal, Rubber,
35 and Plastic Products 5 | me——- 1936 1936 15.1 1968-74 1972-78
Non-Metallic Mineral Products, : _
36 except Petroleum and Coal R 800 800 6.2 1970 7
37 Basic Metal Industries _ _ 1 -———c- 600 600 L 4.9 - 1976 1978
38 Fabricated Metal Products, Machlnefy,. : _ — g
including Electrical,Communication Equip 7 50 936 - 986 7.7 1969-73] 1972-76
39 ‘| Other Manﬁfacturing Industries 1 | ———- 100 | 100 0.8 1975 | 1978
. !
. ' » v *
Total 40 870 11936 12806 100.0 1964-7F 1972-7

*Percentage total does not add up to exactly 100, because of rounding.

Notes: (1) #1 is equivalent to $1.52 U.S. on $1.94 Canadian in mid-1982. (2) Thé temporal pattern of
NIDB withdrawals suggests that the bank allows a minimum of two years after sanctions have been made .
before invoking, in appropriate cases, the relevant criteria for sanction withdrawal. Apparently, cases
of sanction withdrawal are relatively few and do not occur for every year. (3) The number of establish-
ments is the same as the number of sanctions, since each client establishment involved with sanction

withdrawal received financing sanction only once.
Source: Computatlon based on field enqu1r1¢s at NIDB headquarters, Lagos, early 1981

YIT:
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TABLE 8: NIDB Sanction Withdrawals, 1964-1980: Distribution by States

NIDB Participation

stase Mo of S| Mwitnarawn G000y [line of |iine of
Equity [Loan '|Total | %

1. Anambra 6 0 1904 | 1904 | 14.9 1970-74) 1972-78

2. Bauchi 2 500 608} 1108 | 8.7 1969-71| 1975

3. Bendel 3 0 1990 | 1990 | 15.5 1971-74( 1978

4. Benue 1 250} 250 | 2.0 1973 1975

5. Borno 1 0 600| 600 | 4.7 1976 1978

6. Crossriver } - No withdrawals - - -

7. Gongola | - No wiéhdrawgls - - -

8. Imo - No wiéhdrawgls - - -

9. Kaduna 2 0 1640| 1640 12.8 | 1970&75 19??&77
10. Kano 2 80 1020 1100 | 8.6 1970&71| 1973&74
11. Kwara 1 0 440 440 3.4 | 1971 1973
12. Lagos 19 290 2514 | 2804 | 21.9 1964-75| 7-1978
13. Niger - No withdrawals - - -

14. Ogun - No wiéhdrawéls - - -

15. Ondo 1 20 201 0.2 1970 ?

16. Oyo 1 0 300( 300 2.3 | 1970 1974
17. Plateau - No withdrawals - - -

18. Rivers 1 0 650 650 | 5.1 | 1976 1978
19. Sokoto - No withdrawals - - -
Total 40 870 .11936 12806 |100.0%* | 1964-76| 1973-78

(1964-1980)

* Percentage values add up to 100.1 because of rounding.

Notes: See bottom of Table 7.

Source: Same as for Table 7.
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withdrawals occurred unevenly virtuélly in all sectors of industry,

the proportions of the total money value involved (¥12,806,000) ranging
from 0.8 per cent for the category of miscellaneous (other) manufactur-
ers to 28.7 per cent for textiles, wearing apparel and leather industries
(Table 7). Regionally, seven of the nineteen states did not have client
enterprises whose sanctions were withdrawn while of the remaining twelve
most did; the proportions of the total values withdrawn were lowest for
Ondo state (0.2 per cent) and highest for Lagos state (21.9 per cent).
(See Table 8.) Of course, the éignificance of sanction withdrawal from
a sector (industry group) or a region (state) depends on the total

value of sanctions before withdrawals occur, that is, the net sanctions
left after withdrawal has taken place. This point is further addressed
later.

The specific questionnaired enquiry in this regard revealed two
basic reasons for sanction withdrawal: éromoter's request (three cases
or 7.5 per cent); and time lag or delay in project implementation (37
or 92.5 per cent of the 40 withdrawal cases). While '"promoter's
request' amounts to explicit formal rejection of the bank's offer of
financing services, the problem of delay or time lag in project
implementation arises from the inability of the promoters concerned,
even after a period averaging two to three years after obtaining
sanctions, to fulfil their parts of the financing agreement, especially
the provision of counterpart funds and security.

From the point of view of data for this study, the simple

4Enquiries at NIDB headquarters in Lagos, Nigeria, early 1981.
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solution to the problem of sanction withdrawal is to delete or subtract
the associated values from the gross value of sanctions; and since the
initial raw data were obtained on an establishment-by-establishment
(sanction-by-sanction) basis, this was a simple task indeed even at

the computer-processing stage. Thus, the values analyzed below are
net-sanction values which, over time, should equal the cumulative stream
of disbursements.

One fact about disbursement which makes the use of net sanctions
more systematic, meaningful and (in fact) unavoidable is that disburse-
ments do not occur completely in the year in which the corresponding
sanctions are made: they are most commonly made periodically over a
rather indefinite period of time, depending on the disbursement terms
iﬁ the specific financing agreements and/or the promptitude with which
promoters complete different phases of project implementation. Thus,
disbursement occurs in '"disjointed streams' and the bank's disbursement
data for a given year do not show project-specific details (of location,
name, the particular previous year in which the corresponding sanction
was made, and so on). As already indicated, however, over a long period
of time such as that covered here, net sanctions would equal total
disbursements except that the disbursements for the more recent sanctions
(for instance from 1978 or 1979 forwards) would still be going on even
as this writing is being done: it is a never-ending streaming process.

For purposes of validation, the relationship (which, over time,
would be "identity') between net sanctions and disbursements for the
1964-1978 period has been explored by simple correlation procedures

(see Table 9 and Appendix I). It could be pointed out that the basic



TABLE 9:

Sanctions and Disbursements, 1964-1978%

Correlation Matrix Indicating Relationships Between NIDB

X, X, X, X, Xq X,

SANEQUIT | SANLOAN | SANTOT ?ISBEQUT DISBLOAN | DISBTOT

SANEQUIT |  1.000 | 0.738%% |0.923%% 50.716** 0.740%% | 0.749%%

SANLOAN 1.000 | 0.929%* io.473 0.739%% | 0.722%%

!

SANTOT 1.00 :0.641** 0.812%% | 0.806%*

DISBEQUT il.OOO 0.872%% | 0.894%x

DISBLOAN i 1.000 | 0.999%*
DISBTOT 1.000

Source:

* Significant at .01 level.

*% Significant at more than .01l level.

Computed from sanctions and disbursements data in Appendix I,
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financing data (Appendix I and Table 9) are sanction equity (Xl) and
sanction loan (Xz)ton the one hand and disbursement equity (X4) and
diSbursemenf loan (XS) on the other. The respective totals, sanction
total (X3) and disbursement total (X6) are summations of each pair of
equity and loan values. Thus, the most important coefficient on Table
9 is the value of the correlation between X

3

significant even beyond the .0l level, a reflection of the expected

and X6 (0.894) which is

identity or near-identiy between sanctions and disbursements.
In the succeeding analyses, NIDB's net sanctions are used to
elicit the bank's impact on the pattern of manufacturing. The analysés

at the national level, the main subject of this chapter, could now begin.

It is useful in maintaining some perspective to briefly charac-
terize, as an initial step, the contemporary character of Nigerian
manufacturing and the temporal dynamics of its growth process before
confining attention to its temporal and sectoral relationships with

{ : .

NIDB financing.

"IIT1.1.3: Contemporary Nigerian Manufacturing and Its Dynamics

There were, in 1980, 2,930 manufacturing establishments in the
country employing at least fen people each. The corresponding employ-
ment total was 291,874. The employment sizes of the establishments
ranged from 10 to over 2,000, with about 82.2 per cent of them in the
10-100 employment-size range (Table 10). On the other hand, however,
most of the employment was concentrated in the larger establishments,

nearly 80 per cent being in those establishments employing over 100
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TABLE 10: Nigerian Manufacturing Establishments in 1980 by Employment-
Size Ranges
1 2 3 b 5 6
Employment Establishments Employment Employees Per
Ranges Numhor 7 Nombor 7 Establishment.
10-25 1779 60.7 30,209 10.4 17
26-50 395 13.5 14,615 5.0 37
51-100 231 8.0 17,320 5.9 75
101-200 204 7.0 30,580 10.5 150
201-500 208 7.1 72,900 25.0 350
501-1000 67 2.3 50,250 17.2 750
1001-1999 32 1.1 48,000 16.4 1500
2000 and 14 0.5 28,000 9.6 2000
over
Total - 2930 100.0 291,874 100.0 100
Source: Computed from Nigerian Investment Information and Promotion

Note:

(2)

(1

Centre, Federal Ministry of Industries, Industrial Directory,
8th Edition (Lagos: 1980).

Employment data in the 1980 Industrial Directory are stated
in ranges denoted by alphabetic codes, thus: B denotes
10-24, C for 25-49; D for 50-99; E for 100-199; F for 200-
499; G for 500-999; H for 1000-1999; and I for 2000 or more.
The device used for converting these ranges into the
absolute~-value aggregates in this table has been to take
the mid-point value for each employment range as the
employment value for the corresponding establishment, thus
B=17; C=37; D=75; E=150; F=350; H=1500; and I=2000. One
unavoidable result of this conversion process is probably
an underestimation of total employment values, especially
in respect of establishments employing more than 2000 and
for which the value of 2000 has had to be imputed.

Information in the directory is significantly (reliably)
available only for the three variables of establishment,
employment and capital investment. Even then, the capital
investment information is not recorded for numerous
establishments.
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people.5 In fact, the consistent pattern is that the number of employees
per establishment varies inversely with the total number of establish-
ments in each employment size range (columns 2 and 6 of Table 10).

These establishments have, since the mid-1960's, been of diverse
characteristics, ranging from large, highly capital-intensive enterprises,
through medium-scale, more labour-intensive processing and assembly
enterprises, to sméll—scale industries of varying degrees of capital
intensity epploying (in some cases) hand tools and skilled artisan
labour and (in others) semi-skilled workers producing less refined
consumer goods.6 And although all the broad categories of manufacturing
(from food and related processing through textiles, wood products,
paper and printing and publishing, chemicals and plastics, non-metallic
mineral products, and basic metal industries to fabricatgd metal
products and other industries) are represented (see Table 11), a
continuing concern of public policy has remained that of further broad-

ening and diversifying the country's industrial structure. This arises

5See notes at the bottom of Table 10. It should also be noted that
the Nigerian practice of disregarding establishments employing less
than 10 people in the official statistics has led to consistent
underestimation of industrial activity in the country. For instance,
a sample survey of 199 villages carried out by the FOS in 1965
revealed that over 900,000 households were engaged in smaller-scale
(or cottage) industries.throughout the country and empirical observa-
tion indicates that the number would be similarly high in the larger
towns and cities: see, FOS, Productive Activities of Households,
(Lagos: 1966), p. 4.

6

Cf. Peter Kilby, Industrialization in an Open Economy, (1969), pp.
17-18.



TABLE 11: NIGERIAN MANUFACTURING IN 1974 AND 1980: SECTORAL DISTRIBUTIONS BY ESTABLISHMENTS, EMPLOYMENT AND PAID-UP CAPITAL INVESTMENT

ISIC ‘ 1974 1980

CODE Employment
Establishments Employment Paid-up Establishments Employment Paid-up - per
(i;:\%% 3 TESCRIPTION _ Capital | _ Capital | Establishment
: _ | Amount [ Tamount )
' No. | % No. | % (®000) % | WNo.| % No. % @000 % [1974 1 1980
_ ) T ' »
31 Food, Beverages, and Tobacco 241 | 23.3 B0,521 | 17.4 |65,303] 19.3] 761 | 26.0{56,907| 19.5 227,869|11.2 | 127 75
'
Textiles, Wearing Apparel, and 161 | 15.5 F5,179 | 31.5 |97,606] 28.8] 562 | 19.2]62,150 21.3 160,901| 7.9 [343 |11
32 Leather Industries e
33 Wood and Wood Products 19 | 18.9 15,069 | 8.6 | 9,718 2.9 32a| 11.1|20,731] 7.1 15,433 0.8 | 77 64
Including Furniture :
Paper and Paper Products, oa | o.1f2,372 | 7.1 |21,7a5 6.4\ 224 | 7.6|24,404| 8.4 833,371{41.0 | 132 | 109
Printing and Publishing )
Chemicals, Petroleum, Coal, Rubber, I )
and Plastic Products 108 | 10.4 | 26,918 15.4 |48,569| 14.3] 312 | 10.6|43,095| 14.8 501,049|24.7 | 249 |138
36 Non-Metallic Mineral Products, 66| 6.4| 9,048] 5.2 |60,375| 17.8| 135 | 4.6{13,003| 4.5 J42,823) 7.0 | 137 | %
except Petroleum and Coal
37 Basic Metal Industries 19| 1.8] 2,463] 1.4 | 1,500 o0.4] 17| o0.6] 1,899] 0.7 ] 3,957} 0.2 {1290 |112
38 Fabricated Metal Products, Machinery b
including Electrical and ¢ Hotidy 133 | 12.8 p2,048 | 12.6 |33,649) 9.9| 551 | 18.8 17,578| 23,2 143,495 7.1 | 167 | 123
39 Equipment -
Other Manufacturing Industries 18| 1.7|1,671 | 1.0 613 0.2 44 1.5 2,107 0.7 | 1,495 0.1 | 93 48
TOTAL 1,036 |100.0 [175,2871100.0. {339,078 100.0 [2,930- {100.0 {291,874 100.0 100.0 | 169 | 100
v f - ‘

Note: (1) Percentage values do not always add up to exéctly 100 because of rounding.
(2) Data summarized here’ pertain only to establishments employing ten or more people.

Sources: Camputed from the 1974 industrial survey returns of the Federal Office of Statistics and the Nigerian Industrial Directory, 1980

(44N
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from the observed dominance of low-technology light industries in the
country's industrial output structure7 which has not changed much since
the early 1970's. Thus, for instance, the three leading sectors or
industry group types in 1974 were, by employment, those connected with
textiles (31.5%), food processing (17.4%) and chemicals (15.4%). By
1980, the only éignificant change was that fabricated metals had
assumed the largest employment proportion (23.2%), with textiles
(21;3%) and food processing (19.57%) moving into the second and third
places respectively. The relative share of basic metal industries

had even dropped in the six-year period (Table 11).

In terms of fundamental employment generation as measured by
the number of employees per establishment, however, there were some
remarkable shifts between 1974 and 1980. The leading employment
generators were textile and wearing apparel (ISIC 32), chemicals
(ISIC 35), and fabricated metal products (ISIC 38), in that order in
1974. The remarkable shift which had occurréd.by’1980 consisted not
only in a generally reduced level of employment generation per estab-
lishment but also the relative movement of chemicals (ISIC 35),
fabricated metals (ISIC 38) and basic metal industries (ISIC 37) into
the first, second and third positions respectively: textiles (ISIC
32) had drqpped to the fourth place in this regard within six years (a

reflection, perhaps, of the widely-noticed depression in this industry

7Central Planning Office, The Third National Development Plan 1975-
80, (Lagos: 1975), Vol. 1, p. 147; Federal Republic of Nigeria,

" Outline of the Fourth National Development Plan 1981-1984, (Lagos:
1981), pp. 39-40.




group in Nigeria in the last half decade or so). See Table 11, last
two columns.

In any event, the country's manufacturing employment was, on
the whole, growing at the mean annual rate of 8.0 per cent in the
1974-1980 period.8 As has been observed elsewhere,9 and apart from
the unimpressive contribution of the manufacturing sector to GDP
(partly due to the swamping effect of petroleum) in the 1970's, it
could be remarked again that the higher growth rates recorded for
Nigerian manufacturing in the 1960's (in spite of the Civil War)
were probably due to the smaller base of industrial production in
the country in the early part of that decade.

In fact, the incidence and growth of manufacturing in Nigeria
is primarily a phenomenon of the periocd since the Second World War.

. ... 10 . .
Thus, an analysis of the surviving manufacturing establishments

8Compafe the compound interest rate of growth for the manufacturing
sector (of 12.2 per cent per annum, measured by the value added
criterion) for the period 1962 to 1972: Central Planning Office,
op. cit. (1975), p. 147.

9See J.0. Akintola, op. cit. (1975), pp. 154-155, for instance.

0 - , s .
The word ''surviving' is used to indicate, as an official of the
Federal Ministry of Industry once commented during field enquiries,

that there have been remarkable instances of failure for manufacturing
establishments in Nigeria, especially during the period of most rapid
growth in the 1960's. The issues of failure and success of adoptions

are well known in diffusion studies. And although the subject of
industrialization in LDCs has become a normal part of the economic

development literature in the last two decades, the process is never-

theless an innovation which has not completed its diffusion phases.

Like other innovations, the success or failure of manufacturing at a
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location is dependent, among other things, on the qﬁa1£t§_and¢quantity of

information about the location, the use made of the information by the



125

(with known years of inception) in the country in 1980 reveals that
about 51 per éent of them cameJinto being in the 1961-1970 period and
that on the whole about 74 per cent started operation only since the
country's independence in 1960 (Table 12A).

The two oldest establishments started functioning in 1894 and
successive additions came very slowly until the 1950's when a decidedly
strong growth trend became noticeable (Figure 4). Thus, about 26 per
cent of the manufacturing establishments in the country (whose years
of inception were known) in 1980 took the period between 1894 and 1960
(64 years) to emerge while the bulk (of about 74 per cent) have been
gstablished in the two decades since the early 1960's.

It would be noticed in Figure 4 that the long period of slow
growth from 1894 to about 1955 is followed by the other period of rapid
growth from then up to the mid-1970's when the curve begins what seems
a tendency to taper off. Accordingly, the cumulative growth-curve
strikingly resembles a rather incomplete form of the S-shaped or
logistic curve of diffusion studies: the long bottom of the S,
representing the take-off period of slow growth is very pronouncéd;
the middle or intermediate stage of more rapid adoption is quite
prominent; and the top part of the S representing the final stage of

declining adoptions (1970's) is, as yet, hardly perceptible from the

locational actor (firm, establishment or entrepreneur) and chance
or luck: Allan Pred, The Spatial Dynamics of U.S. Urban-Industrial
Growth, 1800-1914 (Cambridge: The M.I.T. Press, 1966), pp. 100-101;
Allan Pred, Behaviour and Location, Lund Studies in Geography, Ser.
B, No. 28, 1969, pp. 21-64.
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TABLE 12A: Nigerian Manufacturing Establishments in 1980: Distribution
by States and Known Years of Inception

State Number of Esﬁéblishmgnts Total y
By Years of Inception
1894~ 1921- 1931- 1941- 1951- 1961- 1971-

1920 1930 1940 1950 1960 1970 1980

1. Anambra - - 2 4 37 46 22 111 5.9
2. Bauchi - - - - - 2 1 3 0.2
3. Bendel 6 1 2 14 34 105 67 229 12.1
4. Benue - - - - 5 10 21 36 1.9
5. Borno - - 1 - 4 '6 3 14 0.7
6. Crossriver 2 2 1 2 30 98 38 173 9.2
7. Gongola - - - - - - - - -
8. Imo - - - 6 41 52 14 113 6.0
9. Kaduna 2 3 - 2 10 25 7 49 2.6
10. Kano 3 2 1 4 25 53 16 104 5.5
11. Kwara 1 - - = 6 22 7 36 1.9
12, Lagos 1 5 11 29 119 324 79 568 30.1
13. Niger - - - - 2 - 2 4 0.2
14, Ogum - - - 1 4 9 2 16 0.8
15. Ondo - - - 2 8 15 24 49 2.6
16. Oyo - - - 6 21 26 3 56 3.0
17. Plateau 1 1 2 2 4 11 -4 25 1.3
18. Rivers - - - 1 20 146 120 287 15.2
19. Sokoto - - - - 5 5 2 12 0.6
Total No. 16 14 20 73 375 955 432 1885 -
Percentage 0.8 0.7 1.1 3.9 19.9 50.7 22.9 - 100.0

Cumulative 7% 0.8 1.5 2.6 6.5 26.4 77.1 100.0 - -

Notes: There were 2930 manufacturing establishments employing 10 or more
people in 1980. This table shows distributions for the 1885 for
which information on year of inception is available. The
remaining 1045 establishments (a few of which are in Gongola
state with no entries here) have no information on startment
years.

Source: Computed from Nigerian Investment Information and Promotion
Centre, Federal Ministry of Industries, Industrial Directory,
8th Edition (Lagos: 1980).
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FIGURE +4: NIGERIAN MANUFACTURING ESTABLISHMENTIS IN 1980: CUMULATIVE
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empirical curve.ll On the whole, the curve suggests that industries
are still growing in the country but seemingly with slower momentum
than in the 1960's.

The rest of this chapter is devoted to analyzing, at the
national level, the relationship between manufacturing and NIDB

financing during the study period.

I11.2: Nigerian Manufacturing and NIDB Financing: The Temporal

and Structural Relationships

As indicated above (section III.1.1), the criteria of paid-up
capital investment and employment have been used as measures of :.
manufacturing in the analysis of the temporal and sectoral relation-
ships (or impact) of industrial development vis=a-vis NIDB financing
at the national level. Also as remarked earlier (section III.1),
division of the study period (1964 to 1980) into time segments is not
particularly important for the analysis at the national level except
as incidentally warranted by the temporal pattern of data availability
on total manufacturing on the one hand (see Table 12B for example) and
the analysis of sectoral relationships for appropriate points in time

(1974 and 1980) on the other hand. The analysis of temporal relations

11It is possible that the elimination of a large number of manu-

facturing establishments from the generation of the curve in
Figure 4 (die to lack of information on start-up year for some
establishments) might have influenced the general configuration
of the curve (see note at the bottom of Table 12A).



TABLE 12B: Total Manufacturing and NIDB Net Financing (Cumulated to Match Total Manufactural Data),
1965-1980
1 2 3 4 5 6 7 8 9
Year | Total No. | Total Paid- Total NIDB- Employ- Total Col. 4 Col. 6 Col. 5
of Estab- | Up Investment | Employ- | Assisted | ment in NIDB as 7 of | as %Z of | as 7 of
lishments | in Mfg. ment in | Estab- NIDB Net Col. 1 | Col. 2 Col. 3
(¥'000) Mfg. listments | Assisted Finan-
(No.) Estab- cing
lishments | (¥'000)
(No.)
1965 776 134934 95614 44 12071 6042.0 - 5.7 4.5 12.6
1968 625 128464 86728 67 15603 }.10219.0 10.7 8.0 18.0
1969 639 160868 102532 82 23377 »14309.0 12.8 8.9 22.8
1970 703 191694 127162 100 25624  |118053.0 14.2 9.4 20.2
1972 1052 381962 167480 140 33931 229614.5 13.3 7.8 20.3
1973 1008 328782 166820 167 39959 45344.2 16.6. '13.8 20.3
1974 1036 373171 175287 186 45400 62361.5 18.0 16.7 25.9
1978 | 1064 648941 300397 301 - 78448 |280279.2 28.3 43,2 26.1
1980 12930 2030393 291874 381 88109 |380826.7 13.0 18.8 30.2

Sources:. Sources cited at the bottom of Table 6A; and enquiries at NIDB Headquarters, Lagos, 1981.

Note:

The data on this table starts from 1965 because one of the measures used for total manufac-

turing (paid-up capital investment) is available only from that year forward.

data have been cumulated appropriately to match the total manufactural data.

NIDB-related

6CT



(or impact) comes first; it is followed by an examination of sectoral
relationships. 1In both cases, the total of NIDB's equity and loan

sanctions is used to measure the bank's financing activity.

I1T1.2.1: The Temporal Relationships Between Industrial Development

and NIDB Financing at the National Level

The relevant data could be viewed in a preliminary way by
referring to the overall totals of the values involved as well as to
simple proportions or percentages.

In the 1965-1980 period,12 Nigerian manufacturing establishments
increased from 776 to 2930 and the corresponding paid-up capital
investment and employment increased from ¥134.9 million to ¥2,030.4
million on the one hand and from 95,614 to 291,874 people on the
other hand. During the same study period, NIDB's total net financing
increased from ¥6.0 million to the cumulative grand total of ¥380.8
million. The associated client establishments or enterprises were 44
in 1965 and by 1980 the number had risen to a total of 381. The
increase in the employment associated with the bank's client enter-
prises was from 12,071 to 88,109 people (Table léB)l3. Thus the o
proportion of Nigerian manufacturing establishments which received

NIDB financing rose ufisteadily from 5.7 per cent in 1965 to 13.0 per

12The initial year is indicated as 1965 here because of the cumulation

which has had to be done in order to establish a temporal match
between the arrays of data on manufacturing and NIDB financing
(see Appendix II and Table 12B).

13Notice that the values indicated for total manufacturing on Table 12~
B -are values of relevant measures shown in Table 6A above. The
year-by-year totals for NIDB financing (including the cost structures
of projects or enterprises assisted) from 1964 to 1980 and shown in
Appendix ITII.
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cent in 1980. Similarly, the employment in NIDB-assisted establish-
ments increased from 12.6 per cent of the total national manufactural
employment in 1965 to 30.2 per cent in 1980; and the proportion of
total paid-up capital investment in the country's overall manufacturing
constituted by NIDB's total financing increased from 4.5 per cent in
1965 to 18.8 per cent in 1980 (Table'lzg;columns 7, 9 and 8).

The suggestion by these empirical values, that the impact of
NIDB's financing activities (by both equity and loan investments)
have been such that Nigerian total manufacturing has generally
increased as NIDB financing increased yearl§ during the study period
is, in fact, to be expected and that suggestion is further reinforced
by the high positive correlations between the indicators or measures
of national manufacturing and the indicators associated with NIDB
financing (Table 13).

For the analysis at this point, the most important relationships
are those indicated by the correlations between total manufacturing
establishments (Xl), paid-up capital investment (X2) and employment
(X3) on the one hand and NIDB total financing, i.e. the sum of equity

and loan financing (Xll) on the other. The correlation values (of

each of X. through X

1 with Xll) are significant even beyond the .01

3
level (Table 13). The equally significant correlations among the
indicators of national manufacturing (Xl through X3) are, as shown
before (Table 6B), quite normal. Similarly, the high intercorrelations
especially among the variables composing the capital structure of

NIDB-assisted enterprises (project equity or X6’ project loan or X7

and project total or X8) on the one hand and among the components of
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QORRELATION MATRIX INDICATING TEMPORAL RELATIONSHIPS BETWEEN MEASURES OF NATIQNAL MANUFACTURING ( Xl to XS) AND VARIABLES ASSOCIATED
WITH NIDB FINANCING (X4 through X11), 1965 - 1980
X1 Xg X3 X’ X5 X6 X7 X [ X X10 X11
ESTABS PAIDUPCA EMPLYMNT PROJESTA PROJEMPL, PROJEQUT PROJLOAN | PROJTOT NIDBEQUT NIDBIOAN NIDBTOT
X1 ) ESTABS 1.000 0.989 0. 727"“ 0.840 0.791 0.817 _—O. 807 0.978 0.867 0.843 0.845
-——)—(;—7 PAIDUPC/ 1.000 0.782 O.\883 0.844 0.880 0.872 0.992 0.922 0.904 0.906
___X3 EMPLYMNT 1.000 0.91_2 ) 0.985 0.948 0.944 0.791 0.928 0.931 0.931
—_—.)-(;— PROJESTA 1.000 0.995 0.965 0.956 0.897 0.965 0.955 0.956
“—X5 PROJEMPL 1.000 0.968 0.962 0.861 . 0.960 0.955 0.955
"_x;_ —I;I;(—}J-EQUI‘ 1.000 1.000 0.87 | o.005 | 0.997 0.997
B X7 —PROJIDAN 4 1.000 0.888 0.993 0.997 0.9%6
_X,g PROJTOT 1.000 0.934 0.913 0.915
i X9 | NIDBEQUT . 1.000 0.998 0.998
B X10} NIDBEIOAN 1.000 1.000
B ;(;1 NIDBTOT - 1.000

AN
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NIDB financing or participation (NIDB equity or X9, NIDB loan or XlO

and NIDB total or Xll) on the other could hardly have been otherwise
in view of the linear dependence among the variables in each group.

In partial conclusion on the temporal relationships between
industrial development and NIDB's financing activities, it could be
said thét the bank's financial investments have had a positive effect;
as its net equity and loan financing have increased over the years, so
also has.the intensity or extent of manufacturing in the country.
However, whether or not the sectoral pattern of the bank's financing
has tended to be proportionately concentrated in one sector rather
than another (in furtherance of the national industrial development
objective of diversifying the country's industrial output structure

especially since the early 1970's) is another matter which will now

be examined.

ITI.2.2: National Industrial Output Structure and NIDB Financing

The output structure of Nigerian manufacturing has been a matter
of concern and attention for the country's industrial development
planning. The sectoral breakdown or output structure of manufacturing
is conceived as the percentage share of the various industry-type
groups or sectors (designated at the two-digit level by the 9 ISIC
numbers in this study) in national manufacturing.

A reliably focussed analysis of Nigerian industrial output
structure for 1972, for instance, has revealed a number of lower-than-

normal performance features, especially as compared to some other
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developing countries.14 First is the dominance of low technology
light industries reflected in the contributions of 34.3 per cent and
17 per cent of value added respectively by food, beverages and
tobacco (ISIC 31) and textiles and wearing apparel (ISIC 32), for a
combined share of 51 per cent (instead of about 31 per cent for the
other developing countries compared).

The second is the essential insignificance of the engineering
industry group. Although this group's aggregate contribution of 12.9
per cent compared rather favourably with the 16.4 per cent for the
comparison group of LDC's, it was dominanted by such elementary compon-
ents as metal furniture and fixtures, structural metal products and
fabricated metal (with such basic engineering industry components as
agricultural and special industrial machinery, household electrical
apparatus aqd transport equipment accounting for only 2.3 per cent).
A third indicator of relative structural imbalance was revealed by
the anomalous composition of the chemical industry group (ISIC 35):
while such components of the group as basic industrial chemicals,
fertilizers and pesticides accounted for only 0;2 per ceﬁt of value
added, the consumer-oriented components as toiletries, household
detergents and the like accounted for a whole 8.2 per cent. Further,
while the comparatively high proportion of 9.4 per cent for petroleum
refining is understandable (Nigeria being a major petroleum producer)

the performance in this component does not compensate sufficiently

14Central Planning Office, The Third National Development Plan 1975-
80, Vol. 1, (Lagos: 1975), pp. 147-149.
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‘either for the anomally in the chemicals group as a unit or the
‘manufacturing sector as a whole.

The analysis of the financing activities of the country's most
important industrial developﬁent finance institution could, therefore,
hardly afford to neglect an examination of what relationships those
financial activities bear to an admittedly deficient industrial
structure! Incidentally, although NIDE (as a development bank) is
expected to strike a balance (compatible with its functional environ-
ment) between developmental-impact and revenue-generating considerations
in its choice of projects for financing (section II.1.5) and although
the bank's records reveal sensitive identification with various other
aspects of national industrial development policies including the issue
of regional balance (section II.2.1 above), those same records show no
explicit concerns for the country's industrial output structure to a
degree even remotely commensurate with those shown by the country's
" economic planners. The analysis in this regard would at least reflect whether
the bank's statement of priorities merely omits explicit concern for
the structural issue without actually neglecting it or that the bank's
silence over it actually amounts to ranking it into insignificance.

The analysis of NIDB financing vis-a-vis the structure of
Nigerian manufacturing initially scrutinizes the relationships for

each of the data years adopted and later makes a comparative synthesis.

II1.2.3: Cumulative NIDB Financing and the Structure of Nigerian

Manufacturing, 1974

Table 14 shows the structure of Nigerian manufacturing in 1974



TABLE 14: NIGERIAN MANUFACTURING AND NIDB CUMULATIVE NET FINANCING, 1974%:SECTORAL DISTRIBUTION

NIDB TOTAL NET FINANCING

( ISIC Measurement. . MANUFACTURINS, 19? . (SANCTIONSZ CUMULATED, 19?4 - 1974 —
2—Digit Type Paid-up No. of Enterprises Total Associated
Level) Establishments Capital People Employed Financed Financing Employment
31 No. /Value (3'000) 241 65,303 30,521 27 10,199.5 3.255
: Z 23,3 19.3 17,4 14.5 16.4 1.5
32. No./Value (' 000) 161 97,606 55,179 44 . 16,670.0 20,258
A 15.5 28.8 31.5 23.7 26.7 46.8
33, No. /Value (%' 000) 196 9,718 | 15,069 15 4,362.4 3,941
Z 18.9 2.9 8.6 8.1 7.0 9.1
34. No./Value @' 000) 94 21,745 12,372 5 472,0 - 469
% ’ 9.1 6.4 7.1 2.3 0.8 1.1
35, No. /\_Ialue @' 000) 108 48,569 26,918 30 7,386.2 3,738
% 10.4 14.3 15.4 16.1 11.8 8.6
36. No./Value @' 000) 66 60,375 9,046 10 10,303.5 2,798
% 6.4 17.8 5.2 5.4 16.5 6.4
37. No./Value @' 000) 19 1,500 2,463 1 293.0 365
% 1.8 0.4 1.4 0.5 0.5 0.8
38. No. /Value @ 000) 133 33,649 22,0438 34 6,>13.0 5,149
% 12.8 9.9 12.6 18.3 - 10.4 11.9
39. No./Value (3 000) w18 ' 613 1,671 20 0,161.4 3,427
~Z 1.7 0.2 .0 10.8 9.9 7.9
Total No. Value/@'000) 1,036 339,078 1 175,287 186 : 62,361.0 43,400
% 100.0 100.0 : 100.0 100.0 100.0 100.0
Notes: (1) NIDB's investments in mining, finance, and hotel and tourism( strictly non-manufacturing
activities) have had to be grouped with the miscellaneous industry-type group (ISIC 39)
in this table. The relatively small values for the three activity areas are distinguished
in Appendix IV. .
(2) The 9 aggregate industry-type groups used here, ISIC 31 to 39, are not designated for
reasons of space only. Their designations are shown in Table 11 whose components for
1974 and 1980 are duplicated respectively in this table and Table 16 below ( for
convenience). '
Source: Same as for Tables 6A and 7 above.
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as well as thg structural distribution of NIDB's total net financing
cumulated to 1974. The table reveals, for instance, that the two
largest-sharing sectors of paid-up capital and employment in national
manufacturing iﬁ 1974 were those connected with textiles and food
processing (ISIC 32 and 31), respectively accounting for 28.8 and
19.3 per cent on the one hand and 31.5 and 17.4 per cent on the other.
The lowest-sharing sector was the category of "other manufacturing"
industries" (ISIC 39) with 0.2 and 1.0 per cent respectively by
paid-up capital and employment. A most striking correspondence is
observable in the structural distribution of NIDB financing: the
textile sector also shared the highest proportion (26.7 per cent) of
the cumulated value of NIDB's net financing and the associated
employment (48.8 per cent) up to 1974. While the lowest proportion:of
NIDB financing for 1974 (0.5 per cent) was for the basic metal indus-
tries (ISIC 37), the second highest-receiving sectors (ISIC, 31 and
36, respectively with 16.4 and 16.5 per cent) practically also included
the food ﬁrocessing sector (ISIC 31) which also ranked second in total
manufacturing.

The suggestion produced by the values in Table 14 of a linear
relationship between the structure of manufacturing generally and
the sectoral distribution of NIDB's cumulative net financing By 1974
is more clearly stated by the correlation values in Table 15.
Attention should be directed particularly to the relationshipé between

' the two basic measures of manufacturing (paid-up capital, X,, and

2’
employment, X3) on the one hand and NIDB net financing (XS) on the

other.



TABLE 15: Correlation Matrix Relating Nigerian Manufacturing in 1974
to NIDB Total Financing (Sanctions) Cumulated to 1974
Xl X2 X3 X4 X5 X6
MFGESTAB | PAIDUPCA |{MFGEMPLT | PROJESTA |NIDBTOT |ASSEMPLT
X, [MFGESTAB 1.000 0.503 | 0.656%* 0.505 0.424 0.331
X, |PAIDUPCA 1.000 0.857%*%; 0.670% | 0.887** (0.713%
X, |MFGEMPLT 1.000 0.838** 0.779*%*% (.850%%*
X, [PROJESTA 1.000 0.782%*% (0,771%%
X. [NIDBTOT 1.00 0.808%*
X_|ASSEMPLT 1.000
Note: The shortened variable names for Xl through X6 correspond

*

k%

Source:

with the column headings (1 through 6) in Table 14.

Significant at .05 level.

Significant at .01 level.

computed from the absolute values in Table 14.
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It would be noticed that the correlation coefficient of 0.887
between paid-up capital (Xz) and NIDB total financing (XS) is signifi-
cant at the .01 level; so also is the correlation value of 0.779
between manufacturing employment (X3)_and the bank's total financing

(X Two other noteworthy relationships are those indexed by the

5)'
correlations of 0.773 between paid-up capital (XZ) and employment
associated with NIDB-financed enterprises (X6) and of 0.850 between
total manufactural employment (X3) and employment associated with NIDB-~
financed enterprises (X6), the one significant at the .05 level and
the other at the .01 level of confidence. |

The inference from the correlation analysis is self-warranting:
the structural pattern of NIDB's cumulative financing by 1974 and the
associatéd employment (X5 and X6) had come to parallel the structural
magnitudes within manufacturing as a whéle (as measured by paid-up

capital, X,, and employment, X3) in 1974. The fact that the

2
structural distribution of manufactural plants or establishments (Xl)
does not relate significantly to any of the three variables associated
with NIDB financing (X4,through X6) further suggests that the cumulative
structural effect of NIDB's financing activities has béen such that

the bank's funds were distributed strongly more in sympathy with
capital-investment and employment magnitudes in the various sectors

than on the basis of establishment numbers, a tendency more favourable
to larger-size enterprises (or sectors with such larger-size enter-
prises).

This last inference is further reinforced by the extended

analysis made possible by regressing, for instance, NIDB's total net
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financing on paid-up capital investment in manufacturing. The pattern
of scatter points for the 9 aggregate sectors (ISIC 31 to 39) plotted fﬁ"
¥ million (Figure 5), is compatible with the highly significant
correlation coefficient of 0.887 reported aBove. A computed-
regression line has been inserted through the scattergram. The
corresponding regression>coefficient of .0057 makes further inter-
pretation possible. It implies that for every unit of cumulative

NIDB investment or financing, there was, by 1974, ¥.0057 million

(or about ¥5,700) of paid-up capital investment. The 'response"

level thus suggested is more explicitly examined for the 1975-1980
period below (III.2.4). 1In the meantime, the analysis turns to an
examination of the structural characteristics of manufacturing vis-—-a-

vis cumulative NIDB financing by 1980.

ITI.2.4: The Structure of Manufacturing in 1980 and Cumulative

NIDB Financing

Even a casual inspection of the structure of Nigerian manu-
facturing in 1980 (Table 16) indicates some departures from the 1974
pattern (Table 14). for instance, the largest proportion of paid-up
capital was in the textiles group (ISIC 32) in 1974 but in the paper,
printing and publishing group (ISIC 34) in 1980. And while the food-
processing group (ISIC 31) ranked second on this criterion in 1974,
the chemicals group (ISIC 35) had moved into the second place in 1980
when the food-processing group still ranked third by a wide margin.
Similar divergences between the structural patterns for 1974 and 1980

are also noticeable in respect of total manufacturing employment as
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FIGURE 5:PAID-UP CAPITAL IN MANUFACTURING IN 1974 AND NIDB
CUMULATIVE FINANCING TO 1974: SCATTERGRAM AND REGRESSION
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TABLE 16: NIGERIAN MANUFACTURING AND NIDB FINANCING,

1980: SECTORAL DISTRIBUTION

; k NiIDB TOTAL NET FINANCING
‘ISIC Measurement MANUFACTURING, 1980 I _(SANCTIONS) CUMULATED, 1964 - 1980
o ' 1 | 2 3 4 ' 5 6
( i;g:§1§ Type Establishment; Paid-up No. of People Enterprises Total Associated
‘ , » ‘ Capital Employed ( Flnanced Financing Employment
[No./Value(#'000) 761 227,869 26,907 65 101,216.4 | = 19,881
SRS 2 U I A 1 26,0 1 " 11,2 1 195 - 1771 - 266 = 226
No./Value @&'000) 562 160,901 62,150 68 _ 48,432, 6 30,619
32, [ A1 192 1 7.9 1 213 178 1127 __ |- 36.8 .
. 0./Value('000) 324 150,433 20,731 29 16,445, 4 6,128
| o33 [ G L.l 0.8 ___ 7.1 | 7.6 4 ____ &3 | 70 ____
No./Value @' 000) 224 833,371 24,404 15 3,901.0 -840
I N S A 21 EZS P NP N PN R o] To___
35, No. /ValueéRJOOO) 312 - 501,049 43,095 45 34,029.6 7,355
R N ____________JiLiL________QZLJL 14,8 1 1 11.8 4+ 8.9 _ 1 ____ 8.3 ___
ojValue@ir'OOO) 135 142,823 13,003 33 53,278.5 4,380
o6 % 46 | 7.0 1 4.5 8.7 14.0 - 5.0
5 o JValue@E 0003 17 3,957 1,899 7 /A I T /T B/ 7G0T
I— %o A 0.6 ___ | ___ ¢ Q.2 ___ | ______ 0.7 | 3 2_ L Ly
38 No [Value @'000) 551 143,495 67,578 ‘42 9,938.7 5,475
IR R % ---.18.8 R S N 23.2 1) 1.0} ____ 2.6 0.2 .
39 No./Value (¥ 000) 44 1,495 2,107 70 104,44 127030
e SR /A L5 Q.1 ____ . 0.7 1 _____ 18.4 4 ____ 27.4 1 . 8.7 -
No./Value @&'000) 2,930 2,030,393 291,874 381 - 380.826.4 88,109
Total - .
% 100.0 100.0 100.0 100.0 100.0 100.0
Notes: (1) NIDB's investments in mining, finance, and hotel and tourism ( strictly non-manufactural
activities) have had to be grouped with financing in the miscellaneous industry-type group
(ISIC 39) in this table. The relatively small values for the three activity areas are
distinguished in Appendix V.
(2) The 9 aggregate industry~type groups used here, ISIC 31-39, are not designated for reasons
- of space only. Their designations are shown in Table 11 whose components for 1974 and 1980
are duplicated respectively in this table and Table 14 above ( for convenience).
Source:

Same as for Tables 6A and 7 above.
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well as NIDB total financing and the associated employment except
that the textiles group still had the largest percentage (34.8) of
employment associated with NIDB-financed enterprises in 1980 (columns
3-6 in Tables 14 and 16).

A focussed examination of the structural changes which occurred
in NIDB financing in the 1975-80 period vis-a-vis the structural pattern
of manufacturing existing in 1974 is undertaken below (section III.2.5).
For now, the structural distribution for 1980 alone as well as its
relationship to NIDB financing is further probed via correlation
analysis (Table 17). Again, the most important relationships on
Table 17 are those between manufacturing paid-up capital (X2 and
employment X3) on the one hand and cumulative NIDB total financing
(XS) on the other. The hypothetical expectation is that if the
distribution of NIDB financing had, to any appreciable extent, taken
account of the structural imbalance revealed for Nigerian manufacturing
in the early 1970's, the bank's financing decisions would have been
such that between 1974 and 1980, its financing cumulated over the
entire 1964-1980 period, would reveal a structural pattern more
favourable to manufacturing sectors of relatively more depressed
rankings in 1974. 1In other words, there should be, for 1980, a
negative structural correlation between manufacturing and NIDB
financing so cumulated.

The obtained results (Table 17) are highly consisﬁent with
the inverse-relationship expectation. The correlation coefficients
of -0.298 between manufacturing paid-up capital,(Xl) and NIDB

financing (X3) as well as that of -0.010 between manufactural
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employment (Xz)‘and NIDB financing are clearly negative. This is a
remarkable revelation! The : " consequent inference is as suggested
above: that although NIDB's records do not give prominence to the
issue of structural balance, the bank seems, to a noticeable extent, to
have been structuring its financial sanctions (since the early 1970's)
to favour the relatively underdeveloped sectors of manufacturing. The
result (provisionally for now) is a clear though non-significant
inverse felationship between manufacturing and cumulative NIDB

financing by 1980.

TABLE 17: Correlation Matrix For Nigerian Manufacturing in 1980
(Xl and XZ) and NIDB Financing Cumulated from 1964 to

1980 (X3): A Structural Analysis

PATDUPCA MFGEMPLT NIDBTOT
X X, Xy

X, PAIDUPCA 1.000 0.194 ~0.298

X, MFGEMPLT 1.000 ~0.010

X, NIDBTOT 1.000

Source: Computed from the relevant values in Table 16.

The provisional inference from the above correlation analysis
which does not exclude the structural pattern of NIDB financing from
1964 to 1974 could be further ascertained by excluding the bank's

financing during the 1964-74 period and focussing on the structural
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distribution of financing from 1975 to 1980 vis-a-vis the structure
of all manufacturing by 1974 (Table 18). The resulting "truncated"
values for NIDB financing could then be analyzed, again, by correlation

procedures and simpler graphic relatioms.

ITT.2.5: Structural Relations of Manufacturing and NIDB Financing

in the 1975-1980 Period

Table 18 shows total manufacturing in 1974 alongside cumulative
NIDB financing for the 1975-1980 period only. The correlation values
in Table 19A indicate the relationships. The rationale of the analysis
is similar to that in the last section (III.2.4): that in view of the
comparatively depressed status of some sectors of manufacturing in
1974, the sectoral allocation of NIDB financing in the in-between
period (1975-80) should favour the depressed sectors. Also as
indicated above, the sectoral values for manufacturing in 1974 should
therefore yield an inverse relationship with the sectoral pattern of
NIDB financing in that in-between period.

This expectation is fundamentally fulfilled. For one thing,

none of the variables measuring manufacturing, X, through X

3,

correlates significantly with variables associated with NIDB financing

1

(X4 through X7). Even more tellingly, one of the basic measures of
manufacturing, paid-up capital investmént (XZ)’ consistently shows
negative correlations not only with NIDB total financing (X6) but
also with the number of NIDB-financed enterprises (X4) as well as
NIDB financing in the form of equity (XS)' The other basic measure

of manufacturing, total manufacturing employment (X2), while not



TABLE 18: The Structure of Nigerian Manufacturing in 1974 and Cumulative NIDB Financing in the
1975-80 Period

ISIC Manufacturing, 1974 Cumulative NIDB Financing, 1975-1980
(2-Digit 3! 2 3 4 5 6
Level) . : 7
Number of Paid-Up Number Number of Equity Total Associated
Establishments | Capital | Employed Enterprises | Financing | Financing | Employment
(¥'000) Financed (¥'000) (¥'000)
31. 241 65,303 30,521 38 9,912.4 91,016.9 16,626
32, 161 97,606 55,179 24 2,355.0 31,76256{f: 10,361
33. 196 9,718 15,069 14 685.0 12,083.0. 2,187
34. 94 21,745 12,372 10 110.0 3,429.0 371
35. 108 48,569 26,918 15 1,163.4 26,643.4 1,617
36. 66 60,375 9,046 23 5,391.3 42,975.0 1,582
37. 17 6,500 2,463 13 120.0 8,847.4 1,036
38. 133 33,649 22,048 8 200.0 3,425.0 326
39. 18 _ 613 1,671 50 . 8,563.3 98,283.0 8,603
1,036 339,078 | 175,287 195 | 28,500.4 | 318,465.3 | 42,709

9T
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yielding negative correlations with NIDB-associated variables does not,
nevertheless, exhibit significant relationships even at the .05 level.

The separate inclusion of NIDB's equity financing (one of the
two componeﬁts of NIDB total financing, the other being loan financing)
is that equity financing (XS) represents a greater commitment on the
part of the bank to enterprises it has chosen to finance. This is so
because equity participation implies at least part-ownership and
entitlement and expectation to share in the profits/losses of enter-
prises financed via equity. On the other hand, only'interest payments
constitute gains from loan financing. As indicated above, NIDB cumu-
lative equity financing in the 1975-1980 period (XS) correlates
negatively with the structural distribution of paid-up capital (Xz)
and very low with manufacturing employment (X3) in 1974.

One already-observed feature of the analysis in Table 19A is
that none of the coefficients mirroring the relationships between
variables related to manufacturing and NIDB (respectively) is signifi-
cant. This is true for both the negative and positive correlation
coefficients. This suggests that although NIDB has apparently changed
the structural pattern of its financing in a way identifiably differ-
ent from the 1964-1974 pattern (Tabie 15), and noticeably in favour of
sectors which emerged as relatively depressed in 1974, the change has
not been drastic enough to generate correlation coefficients which are
significant. These same observations are also true for the analysis
relatiﬁg the structural distribution of manufacturing in 1980 to that
of NIDB financing in the 1975-1980 period (Table 19B); the only

difference is that the negative relationships are more pronounced.



TABLE 19A: Correlation Matrix for the Structural Relations Between Nigerian Manufacturing in
1974 (X1 through X3) and NIDB Financing (X4 through X7) Cumulated from 1975 to 1980

Lo00% X3 X, X5 g X5

ESTABS |- PAIDUPCA | MFGEMPLT | PROJECTA | PROJEQUT | NIDBTOT | ASSEMPLT

Xl ESTABS 1.000 0.657% 0.503 -0.046 0.127 0.054 0.489
X2 PAIDUPCA ~1.000 0.857** | -0.040 -0.023 -0.017 0.475
X3 MFGEMPLT 1.000 0.072 0.204 0.138 0.465

TABLE 19B: Correlation Matrix for the Structural Relations Between Nigerian Manufacturing in
1980 (X1 through X3) and NIDB Financing (X4 through X7) Cumulated from 1975 to 1980

X1 X X3 X4 X5 Xq %3
Xl ESTABS 1.000 0.088 0.919%%* 0.011 0.181 0.117 0.567%
X2 PATIDUPCA 1.000 0.194 -0.351 -0.271 -0.286 -0.215
X3 MFGEMPLT 1.000 -0.180 -0,057 -0.091 0.331
* Significant at .05 level. *% Significant at .0l level.

Notes: The shortened variable names (Xl through X7) correspond to the column headings (1 through

7 in Table 18.
The variable names are the same for Tables 19A and 19B.

87T
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In view of the importance of the leading sectors in the country's
industrializing economy, and the subtle intra-sectoral anomalies referred
to earlier (beginning of section III.2.2), the bank could hardly go

that far, presumably.

Thus, while Figure 6 shows such industry-type groups as basic
metal (ISIC 37) and "others'" (ISIC 39) to have been distinctly favoured,
and textiles (ISIC 32), paper and publishing (ISIC 34) as well as
chemicals (ISIC 35) to have been relatively disfavoured, sucﬁ other
significant groups as food processing (ISIC 31) and non-metallic
mineral products (ISIC 36) still received not inconsiderable propor-
tions of NIDB financing in the 1975-1980 period.

The conclusion inferable from the analyses would appear compelling.
Although the issue of structural balance does not feature as prominently
as other industrial—deveiopment planning concerns in NIDB's records,
the clear suggestion is that the bank's financing patterns do seem to
have taken into account. (since the early 1970's) the development-
policy objective of evolving a balanced industrial sturcutre. It
does this noticeably in the 1975-1980 period by structuring its
financing to favour most of the sectors which had been relatively
depressed.

The analysis of the bank's financing vis—a-vis the regional
(state) pattern of manufagturing, perhaps a politically more interesting
dimension (at least within Nigeria), is the other major substantive

aspect of this study. It forms the subject of Chapter 4.
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FIGURE 6: SECTORAL DISTRIBUTION OF NIGERIAN MANUFACTURING, 1974 AND 1980 AND 1980 NIDB CUMULATIVE
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CHAPTER FOUR

NIGERIAN MANUFACTURING AND NIDB FINANCING: PATTERNS
AND RELATIONSHIPS AT THE REGIONAL (STATE) LEVEL

IV.1 Preliminary Remarks

This chapter is devoted to the analysis of Nigerian manufacturing vis-
a-vis NIDB financing in the regional (state) context. It fulfils the
second primary objective of this study: eliciting the extent to which
NIDB's financing activities have contributed to or (hopefully) mitigated
the essentially polarized pattern of industrial development in Nigeria
(Section I.6.1 above). Accordingly, it addresses the policy issue of equity
or balance in the location of public investment (respresented here by NIDB
financing) as well as related theoretical/conceptual issues. The data
years for which analyses are performed to elicit relevant relationships

are primarily.as in the previous chapter, 1974 and 1980.

IV.1.1 Operationalizing the Policy and Conceptual Frameworks

It is useful to recall that since the immediate post Civil-War years
of the early 1970s, Nigerian development-planning policy has consistently
advocated the need and desire to reduce existing disparities in develop-
ment among the different geographical areas of the country. Fundamentally,
the principle is expected to guide investments in all sectors of the
economy and at all levels of spatial organization: that is, it is expected
to apply not only to federal investments in all the 19 states but also to
state investments within their corresponding local government areas (see

Section I.4.3 above). Of course, it is in the context of the federal level-
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type of investment vis-a-vis the states that the balanced-development
principle has received the strongest policy attention in Nigeria. And
since NIDB is a federal government-owned finance institution which has

also strongly identified itself with the balanced-development principle

in its industrial-development financing function (see Section II.2.1 above) ,
it is that context (fedéral—to—state investments) which is relevant to

this study.

Further, it could also be noted that the conceptual idea of
influencing an economic system to induce convergence (reduce disparity),
generally or in a barticular sector of the economy, is one which must
realistically adopt an indefinite (or at least flexible) time ﬁorizon.
Thus, any specific empirical study tied to particular points in time (as
mustvbe the case in the convergence/divergence context), could only hope
to unravel the direction and/or intensity of events within the period
covered. |

A particular analytical problem of the equity or balanced-develop-
ment issue in the Nigerian context is that relevant public doéuments do
not provide specific operatioﬁal guides. The only general guide that
could be discerned is contained in the statement that "The cbjective
(of the balanced-development policy) is to move rapidly to the achievent
of a minimum economic and social standard for every part of the country".
Operationally in this context, this means that within NIDB'é constraining
considerations for efficiency; efforts should.be made (in industrial
in&estment—locétion matters) to channel investments to areas deemed to

haﬁe been relatively "disfa&oured",

1Féderal Republic of Nigeria, The Second National Development Plan, 1970-
74, (Lagos: 1970), p.32. -
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Analytically, a reliable procedure that could show the relative gains
or losses for the regional (state) units concerned would facilitate
inferences as te how effective the policy has been between at least two
points in time. If an erstwhile '"disfavoured" region or group of regions
make relative gains (no matter how small) within such a period of time, or
if it takes a larger number of states fo account for a certain proportion
of the relevant magnitudes (manufacturing and NIDB financing) at the.more
recent point in time (1980) than at an earlier point in time (1974), the
minimum requirements of the balanced—developmeﬁt principle wquld have been
satisfied, and convergence'would-have been occurring. On the other hand,
an indication of relative loss for previously disadvantaged regional units,
or a reduction in the number of regional units accounting for a certain
proportion of the relevant magnitudes at a mofe recent point in time
(1980) than at an earlier point in time (1974) would not only indicate a
divergence between stated public policy objeetives and actual pubiic
investment-location behaviour but also reveal a continuation (and con-
ceivably, accentuation) of the spatially polarized industrial-development
situation,

Obviously then, the principle involved is not necessarily an equal-
or proportional-sharing one. For one thing, the balanced—development
principle came into prominence at a particular period (early 1970s), against
the background of existing and observable developmental imbalances. It
is not the objective of the balanced-development policy (from then) to
pursue its enti-disparity goals "at the cost of stagnation in areas which
are presumed to be relafi&ely more developed..."z. And in any event, the

existing pattern of investments and manufactural activities in the early

2Federal Republic of Nigeria, Ibid., p. 32.
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1970s are not entirely or even significantly wholly attributable to past
public (federal) develobment policies. Differential regioﬁal orienta-
tions to privete risk-taking and entrepreneurship have played crucial
roles in the evolution of the polarized system. In fact, an analysis of
paid-up capital in Nigerian manufacturing for the 1963-1972 period has
shown that the federal government accounted for only 3 to 5 per cent
while'private Nigerian entrepreneurship accounted for between 9 and 12
per cent, with foreign investors, state governments and others accounting
for the rest in varying proportions.3 Thus, even as implicit in the
relevent policy statements, evaluation of the balanced-development policy
could hardly ignore the enderlying differences in regional production'
efforts, structures and capabilities. Besides, disentangling the central
(federal) componeet from total industrial invesrment (on a regional basis)
is neither easy nor the special focus of this study. The central public
investment of interest here is that represented by NIDB financing,
although that may not be uninfluenced by the circular and cumulative- -
causation process which accompanies spatial development generally.

The above comment also calls attention to the "eonstraining"
efficiency criteria which guides NIDB financing. The bank, despite its
avowed commitment to the balanced-development policy, goes to incredible
extents to be satisfied that its prospective client enterprises are
economically desirable, technically feasiBle and commercially viable (see

Section II.2,2 above). Certainly then, regions which have been relatively

3

J.0. Akintola-Arikawe, 'Nigerian Indigenisation Policy and the Manufacturing
Sector (with a Game Frame-work for Evaluation)" The Nigerian Journal of
Economic and Social Studies, Vol., 24, No. 1, 1982, Table 1.
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"disfavoured" in industrial development could be "favoured" only in two-
feasible ways. First, at the margin of project selection where applicant
entefprises from both "favoured" and "disfavoured" areas are being coﬁ—
sidered for financing and there is no significant consideration to take
into account other than regional (state) location of the enterprise, NIDB
could select the enterpriseftonrstates'needing upward "levelling".
Secondly, NIDB could‘engage in more promotional activities in such states
in prder to increase the number of prospective enterprises that could
successfully attract its funds. It is against the background of the above

considerations that the succeeding analyses could be meaningfully viewed.

IV.1.2 Data Years and Measurement Criteria

,AS indicated before (Section III.1 ), the analysis of Nigerian
vmanufacturing agd.NIDB financihg within the balanced—dévelopment perspec-
tive employs 1974 (for early 1970s) and 1980 (most recent for reliably
available data) as reference points in time. And while the Same measures
of NIDB financing as used in Chapter III are employed, the criteria of
plant or establishment.numbers and employment are used to ﬁeasure
manufacturing. The actual analysis now follows. It proceeds from an
initial examination of the regional patterns of manufacturing in 1974 and
1980, the distribution of NIDB financing patterns and later employs various
analytical devices to elicit the direction (divergence/convergence) and

extent of change in the patterns.

Iv.2 The Regional Pattern of Manufacturing and NIDB Financing

IV.2.1 1Initial Examination of Regional Manufactural Patterns

A useful initial step is to examine the regional pattern of manu-
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facturing in the two relevant data years, 1974 and 1980. Table 20 shows
the basic patterns of values using the establishment and employment
criteria. (1963 population totals are also entered alongside the values).
Table 21 shows the same set of data expressed as percentages.

The latter table reveals the wide variations in the regional (state)
distribution of Nigerian manufacturing, whether industrial—activity
incidence is measured by establishments or employment. The range in 1974
was from less than 1 per cent share for Bauchi, Benue, Borno, Gongola and
Niger states:to over 30 per cent for Lagos state. The general pattern had
not éhanged noticeably by 1980 except that Lagos' share of industrial
establishments had dropped to about 28 per cent.

A qomﬁon general method of indicating the relative significance of
manufacturing among spatial units is tb express manufacturing employment
as numbefs per 1000 feople in the corresponding unit. The last two
columns of Table 21 shows the indUstrial émployment per 1000 for Nigeria's
regional units for both 1974 and 1980. The values (less than 1 for 8 and
6 stateslrespectively in 1974 and 1980) reflect the relative insignificance
of manufacturing as a source of employment in Nigeria. Even the values of
3 and 5 persons per thousand in the whole country (columns 6.éna 7 of
Table 21) is far‘from impressive (and that is in spite of the old and
outdated population data base used to elicit this rough indication). Only
three states had, in both 1974 and 1980, over 5 people in every thousand
employed in manufacturing, with Lagos state having 61 and 100 in the

respective years.

4The relatively high values for Lagos state could be attributed to the
practice (among many Nigerians from outside Lagos state) of leaving
cosmopolitan Lagos to be counted in their home states during census counts.
‘The result is that the population-number base used for Lagos state greatly
understates the number of people who normally live and work in metropolitan
Lagos. '
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TABLE 20: The Regional Pattern of Nigerian Manufacturing: Absolute Values.
for 1974 and 1980.

197 4 1980
State Establish- Employ- Establish- Employ- 1963
ment ment ment ment Population
(millions)’

1. Anambra 98 4,851 . 225 9,649 2.9
2. Bauchi 4 348 ‘ 5 771 2.2
3. Bendel 59 14,843 253 19,221 2.4
4. Benue 8 112 50 1,299 3.0
5. Borno 8 678 12 697 3.0
6. Crossriver 48 8,844 189 14,439 3.6
7. Gongola 14 231 21 1,238 3.0
8. Imo 54 2,329 391 15,285 3.3
9. Kaduna 48 20,725 64 15,684 4.1
10. Kano 83 12,854 209 28,560 5.8
11. Kwara 23 2,534 39 6,327 2.3
" 12. Lagos 323 85,757 812 140,300 1.4
13. Niger 8 183 6 102 1.3
14. Ogun 42 3,609 48 3,288 1.6
15. Ondo 36 2,262 47 3,220 2.7
16. Oyo 98 6,980 77 5,273 5.2
17. Plateau 45 3,618 64 6,047 2.0
18. Rivers ‘ 15 2,185 403 18,876 1.8
19. Sokoto 22 2,344 15 1,598 4.5
Total 1,036 175,287 2,930 291,874 56.1

Sources: Federal Office of Statistics, Industrial Survey of Nigeria, 1973 &
1974, (Lagos: 1976); enquiries at the industrial survey unit of the
Federal Office of Statistics, early 1981; Nigerian Investment Infor-
mation and Promotion Centre, Federal Ministry of Industries,
Industrial Directory, 8th Edition, (Lagos: March 1980).

Notes: 1. Data summarized here pertain to manufacturing establishments
employing ten or more people. The data sources used (compiled
mainly on the basis of individual establishments) exhibit varying
degrees of information incompleteness on some variables except in
respect of the establishment and employment measures employed here.

2. The population values derive from the 1963 census (the last full-
scale census in Nigeria so far), the immediate source being Federal
Republic of Nigeria, "Federal Military Government Views on the .
Report of the Panel on Creation of States, (Lagos: Federal Ministry
of Information, Printing Division, 1976), pp. 31-32,




TABLE 21: Percentage Distribution of Nigerian Manufacturing (by States), 1974 and 1980.

1974 , 1980 ' 1963 Population

1 2 3 4 5 6 7 8
State Establish- Employ- Establish- Employ- Population Mfg., Emp. Mfg. Emp. Concentra-
ments ment ments ment (%) per 1000 per 1000 tion Index

(1974) (1980) (74)
1. Anambra 9.5 2.8 7.7 3.3 5.2 1.7 3.3 0.5
2. Bauchi 0.4 0.2 0.2 0.3 3.9 0.2 0.4 0.1
3. Bendel 5.7 8.5 8.6 6.6 4.3 6.2 8.0 2.0

4. Benue 0.8 0.1 - 1.7 0.4 5.3 0.04 0.4 0.02
5. Borno 0.8 0.4 0.4 0.2 5.3 0.2 0.2 0.1
6. Crossriver 4.6 5.0 6.5 4.9 6.4 2.5 4.0 0.8

7. Gongola 1.4 0.1 0.7 0.4 5.3 0.1 0.4 0.02
8. Imo 5.2 1.3 13.3 5.2 5.9 0.7 4.6 0.2
9. Kaduna 4.6 11.8 2.2 5.4 7.3 5.1 3.8 1.6
10. Kano 8.0 7.3 7.1 9.8 10.3 2.2 4.9 0.7
11. Kwara 2.2 1.4 1.3 2.2 4.1 1.1 2.7 0.3
12. Lagos 31.2 48.9. 27.7 48.1 2.5 61.3 100.2 19.7

13. Niger 0.8 0.1 0.2 0.03 2.3 0.1 0.1 0.04
14, Ogun 4.1 2.1 1.6 1.1 2.9 2.3 2.1 0.7
15. Ondo 3.5 1.3 1.6 1.1 4.8 0.8 1.2 0.4
16. Oyo 9.5 4.0 2.6 1.8 9.3 1.3 1.0 0.4
17. Plateau 4.3 2.1 2.2 2.1 3.6 1.8 3.0 0.6
18. Rivers 1.4 1.2 13.8 6.5 3.2 1.2 10.5 0.4
19. Sokoto 2.1 1.3 0.5 0.5 8.0 0.5 0.4 0.2
0 100.0 100.0 100.0 100.0 3.1 5.2 1.0

Total : 100.

Source: Computed from Table 20.
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A final initial view of the regional pattern of manufacturing relates
each state's share of manufacturing employment in 1974 to the respective
state's share of national population in 1963 by means of a concentration
index (column 8 of Tabie 21). A state with identical percentage shares
in both. respects would yield an index of 1. States sharing more or less
of manufacturing employment than population would, respectively, yield
indices greater or less than 1. It would be noticed from Table 21
(column 8) that 16 of the 19 state units had (to varying extents in 1974),
less employment.share_in manufacturing than their shares of national
population (as old és the population data base inevitably isj, the indices
being under 1. Only three states (Bendel, Kaduna and especially Lagos)
had more than 1. However, these indices are only of suggestive significance
in this context. As remarked above (Section IV;l), since the issue of
overall disparities in development should take account of performance in
all economic-activity sectors or be related to an overall measure such
as aggregate income per head (either of which is beyond the scope of this
study), the appropriate basis for addressing the regional-imbalance issue
in the single sector of interest here (manufacturing) cannot be overall
population but indices/measures related to the manufacturing sector alone.
This is the direction taken in Section IV.3 below.

In the meantime, a similar initiai examination of the related NIDB-

financing data during the study period is required.

IV.2.2 Initial Examination of the Regional Pattern of NIDB Financing

Table 22 shows the regiohalldistribution of NIDB's total net
financing cumulated from the 1964 to 1974 and from 1964 to 1980. As

explained before, NIDB's total financing consists of the sum of the bank's



TABLE

22: NIDB's Total Net Financing, 1964-1974

and 1964-1980: Distribution by States.

1964-1974 1964 - 1980

State Client Establishments Total Financing Client Establishments ... Total Financing

No. A (¥'000) 7 No. 7% . (¥'000) %

1. Anambra ~15 8.1 3176.00 5.1 28 7.3 18621.0 4.9

2. Bauchi 0.0 0.0 0.0 0.0 8 2.1 21889.4 5.7

3. Bendel 12 6.5 2972.0 4,8 21 5.5 16322.0 4.3

4, Benue 0.0 0.0 0.0 0.0 3 0.8 12480.0 3.3

5. Borno 2. I.1 . 860.0 1.4 7 1.8 7120.0 1.7

6. Crossriver 4 2.2 6499.6 10.4 13 3.4 24911.6 6.5

7. Gongola 0.0 0.0 0.0 0.0 2 0.5 8318.5 2,2

8. Imo 13 7.0 3612.0 5.8 29 7.6 18162.0 4.8

9. Kaduna 9 4.8 4050.0 6.5 20 5.2 18572.8 4.9

10, Kano 3 1.6 418.0 0.7 8 2.1 10568.0 2.8
11, Kwara 11 5.9 4529,5 7.3 23 6.0 12116.5 3.2
12, Lagos 93 50.0 23265,7 37.3 138 36.2 91320.9 24.0
13. Niger 0.0 0.0 0.0 0.0 5 1.3 13385.0 3.5
14, Ogun 9 4,8 6317.7 10.1 32 8.4 49183.9 12.9
15, Ondo 3 1.6 2367.0 3.8 5 1.3 6540.2 1.7
16. Oyo 2 1.1 1920.0 3.1 18 4,7 33282.0 8.7
17. Plateau - 3 1.6 347.,0 0.5 4 1.0 427.0 0.1
18. Rivers 4 2.2 707.0 1.1 8 2.1 6090.0 1.6
19. Sokoto 3 1.6 1320.0 2.1 9 2.4 11516.0 3.0
Total 186 100.0 62361.5 100.0 381 100.0 380826.8 100.0

Notes: (1) On this table, the number of client establishments is the same as the number of inancial
sanctions,

Source:

(2) In mid-1982, N1 (one Naira), the Nigerian monetary unit, is equivalent to $1.52 (U.S.) or

$1.

94 (Canadian). '

.Same as for Table 7.
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loan and edu;ty participation in (or sanctions to) its client establishmenté
or gnferprisés (see Appendices VIA and VIB). And the word "net'" denotes
thé fact that the values shown exclude cancelled or withdrawn sanctions
(see Section III.1.2 ébove).

| It could be noticed that, as wiﬁh manufacturing, there is enormous
variation in the sum total of NIDB net financing from 1964 to 1974 and
éumulatively from 1964 to 1980. One striking poiﬁt about the values for
the .1964-1974 period is that four of thé states did not receive NIDB
financing inAthat period. The reason is simplé: all four are states
created after 1974 and apparently, none of the client enterprises in some
of the larger twelve states from wﬁich they were créated in 1976 was
located in the areas that came to form thesé four state units in 1976.
Even then, the wide range of proportional shares of NIDB financing, from
1.1 per cent (ciient establishments) and 0.7 per cent (money vélue) to
50 per cent (establishments) and 37 per cent (money value) in 1974 is
certainly considerable. The same wide variations are still apparént
when cumulative NIDB finaﬁcing is viewed for the entire study period,
1964 to 1980 although the range is natrowed somewhat: at least there is
no state without sbme share of the bank'é financing, no matter how small.

| One gets a hint of what is expectable from Table 22: thaf although

theré might hgve been, by 1980, a development in the direction of con—‘
vergence in the regional pattern of manufacturing in‘association with
NIDB financing; considerable disparities still persisted such that there
might not be a significant difference between the regional industrial
pattern in ﬁhe early 1970s (when tﬁe balanced development policy emerged
into prominence) and the pattern as it stood in 1980. The succeeding

sections of this chapter tries to relate and analyze the patterns in
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order to elicit more clearly the direction and extent of change (convergence/
divergence). This begins by simultaneous probing the relationships be-
tween NIDB financing and manufacturing patterns for the two data years

adopted.

IV.2.3Relationships Between the Regional Patterns of Manufacturing and NIDB
Financing, 1974 and 1980

The data for exploring the relationships are the raw values in Tables
21 and 22 (with some disaggregated components from Appendices VIA and VIB
incorporated)...The corresponding correlation coefficients which index the
relationshibs are shown in Table 23 (A and B).

Attention should first be direﬁted to the primary measures of manu-
facturing establishments (X1) and employment (X,) and their correlations
with NIDB total net financing (Xg). It would be noticed that by 1974
(Table 23,A), NIDB total financing was high where manufacturing establish-
ments were numerous, and vice versa. The correlation coefficient of
0.892 is thus significant even at the .0l level. Similarly, manufacturing
employment correlates very highly with NIDB total financing cumulated to
1974. What is true of the two measures of manufacturing in relation to
NIDB total financing in 1974 is equally true of the same set of variables
in 1980: the correlation coefficients are significant at the .0l level.

In fact, two dominant features of Table 23 (A and B) deserve explicit
- mention. First, both for the primary measures of manufacturing (Xl and
X5) and all the incorporated variables related to NIDB financing (X3 to
Xg), the correlations énd intercorrelations are significant at the .01
level. The consequent inference is self-warranting: at both points in

time (1974 and 1980), the regional pattern of Nigerian manufacturing reveals



TABLE 23: Relationships Between the Regional (State) Patterns of Manufacturing
and NIDB Financing, 1974 and 1980.

X X X X X X X

1 2 3 4 5 6 7
ESTABS EMPLOYMT PROJESTA  NIDBEQUT NIDBLOAN NIDBTOT POP63
A. RELATIONSHIPS AT 1974
X, ESTABS 0.938%% 0.934%* 0.808%* 0.895%% 0.892%% -0.062
Xz' EMPLOYMT 1.000 0.968%%* 0.854%% 0.921%%* 0.922%% -0.159
X3 PROJESTA 1.000 0.875%% 0.954%% 0.954%% -0.310
Xy NIDBEQUT 1.000 0.907%%* 0.933%x -0.237
X5 NIDBLOAN 1.000 0.998%% 0,287
X NIDBTOT 1.000 -0.283
X5 POP63 1.000
B. RELATIONSHIPS
Xy ESTABS 0.881%% 0.816%%* 0.627%% 0.645%% 0.647%% -0.204
X, EMPLOYMT 1.000 0.938%%* 0.830%* 0.798%%* 0.806%% -0.197
X3 PROJESTA 1.000 0.907%* 0.907%% 0.912%% -0.287
X, NIDBEQUT 1.000 0.934%%* 0.946%% -0.321
Xs NIDBLOAN 1.000 0.999%% -0.220
Xg NIDBTOT - 1.000 -0.231
X5 POP63 1.000

* Significant at .05 level, **% Significant at .01 level.

Note: The variables in the matrices are identified thus: Xy for manufacturing establishments;
Xp for employment in manufacturing; Xg for NIDB-financed establishments called project establish-
ments; Xy for the equity component of NIDB financing; X5 for the loan component of NIDB financing;
and Xg for total NIDB financing (the sum of X4 and X5).

€9T
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a very strong association with NIDB financing. Even on the basis of these
relationéhips alone, the conclusion that the regional structure of
Nigerian manufacturing has béen impacted such that (at least since the
early 1970s) it has come to correspond broadly to the regional distribu-
tion of the bank's financing would appear to be self-evident.

Secondly, the population variable has been included in the‘analysis
in Table 23. to fest what was stated as a logical proposition earlier: that
in view of the fact that the production patterns in other séctors of the
economy (not covered in this study) would exhibit differential regional
advantages/disadvantages, as well as the known fact that overall central
(federal) investment‘in Nigerian manufacturing is of humble proportions,
it would be grossly inappropriate to analyze the issue of balanced develop-
ment in any one sector (which happens to be manufacturing here) on the
bases of regional shares Qf total national population even if up-to-date
population data were available. This is because the differential capabi—
litiés (advantages)Aof the various regions would attract public investment
differentially such that no analysis of a single sector from the balanced-
development pérspective (including this study) could be conclusive by it-
self. As if to dramatize the validity of this point, the population
variéble (X7 in Table 23) consisteﬁtly reveals negative correlatioﬁs with
all the other variables (X; tﬁrough X6).

It is nevertheless not fufile to examine the degree of convergence/
divergence in the regional pattern of the country's manufacturing vis—a-vis
NIDB financing since balanced development in manufactural activities still
remains, to the extent possible, an important objective of public policy.
Among other things, e&en the review of NIDB operating policies has

indicated that this most important institution for chanmeling public
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resources into the industrial sector has firmljtcommitted-itself to
the policy of balanced deyelopment in the area of manufacturing.

One inference from the analysis in Table 23 is that the absolute
magnitudes of Nigerian manufacturing and NIDB financing remain polarized.
The importance of the analyses below is.therefore to verify not only the
broad direction and (perhaps) extent of polarization but also whatever
subtle convergence-inducing patterns might be associated with NIDB

financing. These related questions could now be addressed directly.

IV.3 Divergence/Convergence in Regional Manufacturing Patterns and

NIDB Financing: Direction and Extent?

There are various analytical devices for éliciting changes in regional
structures. Here, two of such devices have been adopted: one involves
the use of cumulated percentage shares (rather similar to Lorenz curVes)5
and the other features rank-difference analysis procedures. The first
would adequately reveal differences in the configurations of the regional
patterns involved (i.e. between the aggregate patterns for 1974 and 1980);
while the second could be used to elicit the significance of differences

between the pattern in 1974 and the pattern of change (or quantitative

additions) during the 1974-1980 period (i.e. the difference in the in-
between period that created the aggregate pattern for 1980). This would

be particularly relevant since the issue of balanced development came into

The usual Lorenz curve is normally constructed with the population
variable shown along the vertical axis but the essential inappropriateness
of that variable in this context has been indicated above (Section IV.3)..
See, for example,. the use of the Lorenz Curve and Gini coefficients in
J.P. Cole, The Development Gap: A Spatial Analysis of World Poverty

and Inequality, (Chichester: John Wiley & Sons, 1981), esp. pp. 439-442.
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prominence in the early 1970s (represented here by 1974). And since the
two measures of manufacturing adopted correlate so highly, it would not
make any appreciable difference if, for this purpose, one of the measures
is dropped while the other one alone (employment) is used side by side with

NIDB financing.

IV.3.1 Analysis of Regional Configurations

O0f course, the cumulative-percentage procedure requires conversion
of the relevant values into percentages and ranking and cumulating them.
The ranks of each of the 19 regional (state) units involved here in
respect of the relevant variables (manufacturing employment and NIDB total
financing by 1974 and 1980) are summarized in Table 24A, ordered only by
the alphabetical arrangement of the state units. The cumulativevcurves
generated from the corresponding percentage values (from Tables 21 and 22
above) are blotted in Figures 7 and 8§, .

The real utility of the cumulative percentage curves in this context
is that it becomes easy to identify how many regional (state) units account
for clearly large proportions of manufacturing and NIDB financing at each
of the two poinfs in time, 1974 and 1980 (see vertical bars in Figures 7
and !8). For this purpose; the critical value for a "clearly large
proportion" has been set equal to 80 per cent. This, however, is more of
an indicati?e/empirical rather than a theoretically-based and binding
choice. Any other indicative value considered "clearly high" enough
(such as 75 or 90 percent) could have Been chosen for the purpose. Although
a scrutiny of Table 24A would reveal which states contributed to the 80 per
cent proportion in 1974 and 1980, Table 24B makes identification of the

contributing states more convenient.
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TABLE 24A: Ranks of Regional (State) Units on Relevant Variables.
" Manufacturing (Empl.) NIDB Total Financing
state 1974 1980 1974 1980
1. Anambra 7 8 7 6
2. Bauchi 16 17 16 5
3. Bendel 3 3 8 9
4, Benue 17 15 16 11
5. Borno 15 18 12 16
6. Crossriﬁer -5 7 .2 4
7. Gongola 17 15 16 15
8. Imo 11 6 6 8
9. Kaduna 2 5 5 6
10. Kano 4 2 14 14
11. Kwara 10 9 4 12
12. Lagos 1 1 1
13. Niger 17 19 16 10
14. Ogun 8 12 3 2
15. Ondo 11 12 9 16
16. Oyo 6 11 10 3
17. Plateau 8 10 15 19
18. Rivers 14 4 13 18
19. Sokoto 11 14 11 13
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TABLE 24B: Number of Regional (State) Units Accounting for 80 per cent
of Manufacturing and NIDB Financing, 1974 and 1980.
Contributing Regional Units in
Year: Variable

Rank Order

Manufacturing Employment

Five states: Lagos, Kaduna, Bendel,
Kano, and Crossriver

1974
NIDB Financing Seven states: Lagos, Crossriver,
Ogun, Kwara, Kaduna, Imo, Anambra
Manufacturing Employment Six states: Lagos, Kano, Bendel,
: Rivers, Kaduna and Imo
1980

NIDB Financing

Ten states: Lagos, Ogun, Oyo,
Crossriver, Bauchi, Anambra, Kaduna,
Imo, Bendel and Niger
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FIGURE 7: CUMULATIVE PERCENTAGE CURVES OF REGIONAL
(STATE) SHARES OF MANUFACTURING AND NIDB
TOTAL FINANCING, 1974
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FIGURE 8: CUMULATIVE PERCENTAGE CURVES OF REGIONAL
(STATE) SHARES OF MANUFACTURING AND NIDB
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Tt would be noticed in Figure 7 (1974) that it required only five
states (Lagos, Kaduna,'Bendel, Kano, and Crossriver) to produce 80 per
cenf of Nigerian manufacturing, the remaining 20 per cent being shared
by the other 14 states}. a clearly polarized regional pattern. In 1980,
on the other hand (Figure 8), it takes six states to account for the 80
per cent proportion (Lagos, Kéno, Beﬁdel, Rivers, Kaduna and Imo).

Thus, although the pattern of manufacturing still remqins polarized
in 1980, the observable direction of change is towards convergence. How-
ever, this directional change is clearly incipient only: only two states
among ﬁhe 1980 "contributors'" are not in the list of contributors for
1974 (Imo and Rivers); on the other 'hand, one of the contributing states
for 1974 (Crossriver) has dropped out of the list of contributors by 1980.
And in any event the directional change is indicated by the excess of
just one stéte in 1980 over the 1974 number.

The corresponding pattern of cumulative (total) NIDB financing
could be interpreted similarly. For 1974, it takes seven states to account
for 80 per cent of NIDB cumulative financing up to that point in time,
the states being Lagos, Crossriver, Ogun, Kwara, Kaduna, Imo and~Anambra.
A directional change similar to that noticed for manufacturing is also
observable for NIDB cumulative financing by 1980: it takes ten states
(Lagos, Ogun, Oyo, Crossriver, Bauchi, Anambra, Kaduna, Imo, Bendel and
Niger) to account for the 80 per cent proportion. Generally again, there
is a discernible change in the regional distribution of NIDB financing
in the direction of convefgence, albeit also incipient.

A number of obser&ations arise from the NIDB-related pattern,
howeQer. First, it requires, in both 1974 and 1980, larger numbers of

states to account for 80 per cent of NIDB financing than is the case with
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manufacturing. The suggestion is that the bank's funds are being spread
to more and more stétes sharing smaller proportions of national manufac-
turing, a pattern which,‘if consistently fostered, could further propagate
the tendency towards convergence.

Secondly, two of the five highest-sharing states in respect of
manufacturing employment for 1974 (Bendel and Kano) are not included in
the list of the seven highest—sharing states in regards to NIDB financing
for the same year. On the other'hand, four of NIDB's highest-sharing
states for 1974 (0gun, Kwara, Imo; and Anambra) are not in the list of
the five states having the highest proportions of manufacturing for 1974.
The spreading of relatively larger proportions of NIDB financing into
states with relatively low shares'of national manufacturing is even more
pronounced in the 1980 pattern to the advantage of Ogun, Oyo, Crossriver,
and Anambra as well as (ever low-ranking) Bauchi and Niger States. Again,
an implication of a consistent adherence to the prac;ice of granting
relatively larger proportions of industrial-finance funds to ﬁanufactural
enterprises in some states sharing comparatively low proportions of
national manufacturing would alsq be to strengthen thgjincipient tendency
towérds convergence.

The third and final observation relating to the cumulative percentage
curves is almést the converse of the second. While some of the larger
contributors to national manufacturing for both 1974 and 1980 (that is,-
those states accounting for the 86 per cent proportion, such as Kano
and Rivers) do not feature on the list of highest receivers of NIDB
financing, some others (Lagos, Kaduna and Crossriver for 1974 as well as
Lagos again, Bendel, Kaduna and Imo for 1980) do. This is the issue of

circular and cumulative causation which has, in this context, the
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implication that regional_units with relatively numerous enterprises
capable of taking advantage of NIDB's institutional funding would tend

to generate enough client enterprises which, in total, would appear signi-
ficant in the national context. 1In other words, areas with initial
advantages would tend to attract relatively more advantages and gain
cumulatively over time. The relevance of‘this process is implicit in the

discussion of '

'internal regional effcrts" below (Section IV.4.2).

The change in the regional patterns of manufacturing and NIDB
financing (in the direction of convergence) which is observable between
1974 and 1980 has been repeatedly described as incipient because the change
appears minimal and so far, it is not clear whether or not it is of any
significance. It is therefore desirable to re-examine the pattern. That
re-examination, in contrast to the above analysis which tends to emphasize
larger contributore and recipients (respectively, to national manufacturing
and of NIDB funds), would indicate the relative position of each state

unit in the changing pattern as well as elicit whatever significance

inheres in the change between 1974 and 1980.

IV.3.2 'A Re-examination of the Regional Pattern of Change

As indicated at the beginning of the preceding section, rank-
difference correlation analysis could elicit, at different stages, the
" relative position of each state unit and whatever significance inheres in
the changing regional structure. What is relevant in the context of this
study has two dimensions to it:
(a) Whether or not the more recent (1980) distribution of manu-
facturing reflects the balanced-development, equity, or

"levelling" principle to a degree consistent with disparities
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in the pattern of manufacturing existing at the earlier

point in time (1974); and

(b) similarly, whether the related pattern of NIDB financing
by 1980 reflects the same principle vis-a-vis the 1974
pattern.
Other relevant pairs of regional patterns (for 1974 and 1980) should also
be re-examined. The rationale of the analysis couid be described fully

in the context of the first dimension.

(a) Re-examining the Regional Patfern of Change in Manufacturing

It has been indicated earlier that an equal-sharing pfinciple is
not the guide. There are clear interregional differences in the pattern
of manufacturing existing in 1974. The logic of the.balanced—development
principle in the Nigerian context is therefore to gradually raise the level
of development (manufacturing here) in the less developed states such that
there would eventually be a condition of near-equality or fairly even
distribution.6 Analyzing the 1974-1980 change frbm this perspéctive

requires the rigid expectation that the highest additions to regional

manufacturing (from 1975 to 1980) should occur in, or go to the least
developed states and the lowest to the most developed states.7 One is in
effect postulating that there should be an inverse relationship bétween
the level of industrial development existing in.l974 and in-between

additions which generate the aggregate pattern for 1980.

6See footnote number 1 of this chapter above.

7This.is consistent with the "levelling" principle in the balanced-
- development philosophy.
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Again, in view of the highly significant correlation between the two
measures of ménufacturing initially adopted, it does not matter whether
the number of establishments or employment is used; but for consistency
with the last section (IV.3.l), the employment criteribn would suffice.

"Table 25 shows the difference between manufactural employment in 1974
and 1980 (as absolute and percentage values and with state ranks).

Table 26 juxtaposes the rankings for 1974 and those shown on Table
26 (1975-80 additions), with the 1974 rankings as the organizing variable.
With respect to the level of manufécturing existing in 1974, it would be
noticed that Lagos.state clearly ranks first while three étaﬁes (Benue,
Gongola and Niger rank last together (seventeénth as things turn out));
other states occupy various positions in-between.

The hypothetical-addition rank column on Table 25 derives from the
rigid inverse-relationship expectation postulated above: that if additions
to manufacturing had occurred (in 1975-80) in perfect accordance with the
balanced-development concept (i.e. so as to "level up" less developed
states and "level down" more developed states), states which shared
more manufacturing in 1974 should receive the least additions and those
that shared less should receive the highest additions as commensurate with
the extent of their backwardness in this.connection. Thus, Lagos state
should have received the least addition (with rank 19) while Benue,
Gongola and Niger should have received the largest (with rank 3).

However, as the last three columns of Table 25 reveal, the actual
ranks deriving from the 1975-1980 additions differ from the hypothetical
ranks. The extent of the differences or "deviations" appears in the last

column of the table.
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Note:

TABLE 25: Regional (State) Pattern of Additions to Manufacturlng
(Employment) in the 1975-1980 Period.
State No. % Rank
1. Anambra 4,798 3.9 6
2. Bauchi 423 0.3 13
3. Bendel 4,378 3.5 7
4, Benue 1,187 1.0 10
5. Borno 19 0.02 14
6. Crossriver 5,595 4.5 5
7. Gongola 1,007 0.8 11
8. . Imo 12,285 9.9 4
9. Kaduna 0% 0.0 15
10. Kano 15,706 12.7 3
11. Kwara 3,793 3.1 8
12, Lagos 54,543 44,1 1
13. Niger 0% 0.0 15
14. Ogun 0* 0.0 15
15. Ondo 958 0.8 12
16. Oyo 0* 0.0 15
17. Plateau 2,429 2.0 9
18. Rivers 16,691 13.5 2
19. Sokoto 0* 0.0 15
Total 123,812 “100 -
Source: Computed from the relevant values in Téble 20,

*The value of 0 (zero) for some states actually indicates a

negative.
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TABLE 26: Regional (State) Ranks on Manufacturing (Employment) Existing
in 1974, and Additions in the 1975-1980 Period.

Rank by 1975-80 Addition

Ser. State Rank in
No. ' ' 1974 Hypotheticall Actual Deviation
1 Lagos 1 19 1 +18
2 Kaduna 2 18 15 + 3
3 Bendel 3 17 7 +10
4 Kano 4 16 3 +13
5 Crossriver 5 15 5 +10
6 Oyo 6 14 15 -1
7 Anambra 7 13 6 + 7
8 Ogun 8 12 15 -3
9 Plateau 8 12 9 + 3
10 Kwara 10 10 8 + 2
11 Imo 11 9 4 + 5
12 ‘Ondo 11 9 12 -3
13 Sokoto 11 9 15 -6
14 Rivers 14 6 2 + 4
15 Borno 15 5 14 -9
16 Bauchi 16 4 13 -9
17 Benue 17 3 10 =7
18 Gongola 17 3 11 -8
19 Niger 17 3 15 -12

Sources: Tables 24A and 25.

* Mean = 7
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For clarity, it should be stated that the sﬁailer the numerical
value of a state's rénk is, the hiéher is the rank of that state. There-
fore, in caiculating deviatiéns, if a staﬁe's actual allocation rank value
is iower than its hypothetical-addition rank value, that state is regarded
as Having a positive deviation (denoted by the plus sign), indicating
that the state did not experience sufficient '"downward levelling" in the
distribution of additions. Conversely, where a state's actual—adéition
rank value is higher than the hypothetical, the deviation is negative
(minﬁs sign), indicating that the state concerned did not enjoy enough
"upward levelling" with respect to its proportional share of 1975-1980
additions.

The real values of the deviations are not és éritically important
as their direction (that is, whether they are positive or negative)
éxcept insofar as the deviation values reflect_the extent of departure
from hypothetical expectations. What the'anélyses of 1975-1980 additions
to manufacturing thus reveal could be summarized as follows. First, no
state completely fulfils the rigidly idealized expéctétions of the
balanced-development or equity principle. Oﬁly one state (Ogun with a
deviation of ~1) comes very close to the zero deviation required for
fulfillment., On the whole, therefore, 10 states.did not experience
sufficient "downward 1evelliqg" as their positive deviations indicate.
These are Lagos, Kaduna, Bendel, Kano, Crossriver, Anambra, Plateau,
Kwara, Imo and Rivers (seven of them being on the list of the largest
contributors to national manﬁfacturihg shown on Table 24B). On the other
hand, the remaining 9 states (Oyo, Ogun, Ondo, Sokoto, Borno, Bauchi,
Benue, Gongola and Niger) did not experience enough "upward levelling"

as denoted by their negative signs.
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However, the rather wide-ranging deviation valués could be more
neatly interpreted by reference to the mean.value of all deviations
which turns out to be 7 (disregarding the signs in the averaging process).
States with deviation values not greater than the mean (i.e. less than or
equal to the mean) could be regarded as having "tolerably" conformed to
the expected outcome of the balanced—develépmeﬁt notion and those with
deviations above the mean value as having'had "ﬁnacceptably" high deviations.
The distribution on this basis is as follows:

11.

I

Number of states with deviations not exéeeding the mean

Number of states with deviations above the mean = 8.

Thus, the second point revealed is that the eleven states with
deviations not exceeding the mean exhibit "tolerable" levels of conformity.
However, while six of these (Kaduna, Anambra, Plateau, Kwara, Imo aﬁd
Rivers) could be said to exhibit positive tolerability (since their
deviations are positive), the other five (Oyo, Ogun, Ondo, Sokoto and
Benue) exhipit negative "tolerability" for the opposite reason.

On the other hand (and finally), four of the 8 states with deviations
above the mean (Lagos, Bendel, Kano, and Crossriver) have positive
"unacceptability" and the remaining four (Borno, Bauchi, Gongola and
Niger) exhibit negative unacceptability, the respective reason being
similar to those of the last paragraph.

The strength and therefore the degree of écgeptability of the
relationship between theractual and hypothetical addition rankings of
the 19 states could even be more succinctly elicited by statistical
téstiﬁg. For this purpose, Spearman's rank-difference corfelation, o
-(rho), is particularly appropriate, the aim being to ascertain if the

rankings of the states on actual additions (1975-1980), correlate
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. significantly with their rankings on hypothetical additions (deriving from

levels of industrial development existing in 1974).

2
éﬁgf——_ where ZD2 =
N(N -1)

sum of the squared differences between ranks; and N = number of pairs of

This is done by applying the formula p = 1 -

measurements. Computing with the values in the "hypothetical" and "actual"

columns in Table 26,

_ | _ _6x1279 _p L 1674 _
e 6840

S 1 - 1.1219298
19(197-1)

or approximately -0.1219

The null hypothesis appropriate to this context is that there is ﬁo
correlation or relationship between the two sets of rankingfs If, on
inspection of the appropriate tables, the obtained correlation coefficient,
p, is less than the.critical value for significance, the hypothesis would
have to be upheld; if, on the_ofher hand, the obtained value of p is
significant, the hypothesis would have to be rejected.

It turns out that the obtained coefficient (p = -0.1219) is not
significant even at the .05 level of confidence. This lack of signifi-
cant correlation remains true even after estimating (and testing with)

the Z ratio, using the formula

8Hubert M. Blalock, Jr. Social Statistics, (New York: McGraw-Hill Book
Company, 1972), pp. 416-418; J.P. Guilford, Fundamental Statistics

in Psychology and Education, (New York: McGraw-Hill Book Company, 1965),
pp.. 305-308 and 593.
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The hypothesis of no correlation is therefore upheld. The conclusion is
thus straightforward: there is no significant relationship or‘correla—
tion between the rankings of tﬁe 19 states with respéct to hypothetical

(or expected) and actual additions to manufacturing in the 1955—1980 period.
That is in spite of the much-publicised equity or balanced-development
principle, the distribution of additions to manufacturing among the

states did not on the whole, occur in proportions that, to any impbrtant
extent, took cognizance of the existing levels of industrial development
(1974) and the related societal philosophy which pre-supposes the need

for appropriate upward or downward levellihg.

The results obtained could hardly have been otherwise. Apart from
whatever other reason might be aduced (such as time horizon), the balanced-
development concept is an issue of public policy which is not binding on
private entrepreneurs, inclﬁding those in manufacturing. And since the
private sector as a source of the investments which generate "additions"
to manufacturing is not only far more important than the public sector in
Nigeria (see Section IV.l. above) but also behaves in its own interests,
it is highly unlikely to be significantly influenced by (whét might seem

to it) abstract and unprofitable issues of spatially balanced development.

(b) Re-examination of Other Regional Patterns

The methodology used for analyzing the difference between the
patterns of manufacturing existing in 1974 and additions to manufacturing
in the 1975-1980 period (including the logic of the balénced—development
concept) is also appropriaté for re-examining other relevant pairs of
regional patterns for 1974 vis-a-vis those for the 1975-1980 period as

well as those for the comulative aggregates existing in 1980. Thus, as
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indicated earlier (beginning of this section), the following paired patterns
are re—examined using the same procedures empldyed for additions to manu-

facturing (without reporting the similar computational processes involved):

(1) manufacturing péttern in 1974 and/with NIDB cumulative
(total) financing pattern up to 1974;

(2) manufacturing ﬁattern in 1974 and/with NIDB cumulative
(total) financing pattern, 1975-1980;

(3) manufacturing pattern in 1980 and/with NIDB cumulative
(total) financing pattern up to 1980; and

(4) cumulative (total) NIDB financing pattern up to 1974 and

NIDB financing pattern cumulated for the 1975-1980 period.

The relevant computations are based on the data in Tables 20 and
22 as well as Appendices VIA, VIB and VIC. The results of the (spatial)
rank-difference analyses are summarized in Table 27 together with the
corresponding significance ratings. The column headings in Table 27
(1-4) correspond to the liSting of pairs of regional patterns (1-4)
‘indicated in the last paragraph. The results can be described briefly.

First, the rank-difference analysis of ménufacturihg (employment)
in 1974 with cumulated NIDB total net financing up to 1974 (i.é. 1964-
1974) is intended to elicit whethér NIDB's financing patterns ﬁp to 1974
relates significaﬁtly to the regiénal pattern of ﬁanufacturing existing
in 1974, The rank-difference corfelation coéfficient in thié respect
(p = 0.6943) is significant even beyond the .01 level of confidence.
By way of recall,'the accompanying null hypothesis in this context is
that there is no correlation or relationship between the two sets of

ranking (column 1 of Table 27). A non-significant coefficient warrants
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upholding the hypothesis while a significant coefficient compels rejection.
Since the obtaiﬁed coefficient here is significant; the hypothesis of
"no relationship" is rejected. That is, up to 1974, the cumulative
regional pattern of NIDB total financing does bear a significant relation-
ship to the regional (state) distribution of manufacturing existing on
the Nigeriah landscape in 1974,
This result is hardly surprising since, prior to the early 1970s
when the balanced-development policy came into prominence, NIDB was not
so pre—occupied with balancing its financing activities regionally. It
waé free fo apply only its technical criteria for financing, even at the
margin. Thé situation then was most conducive to the circular and cumula-
tive causation process: areas/regions with most manufacturing enterprises
would normally have more pbtential clients to seek and obtain NIDB'
financing and the cumulative (over-time) effect would be a strong spatial
relati&nship between-the banks financing and manufaétural activities.
Secondly, the rank-difference coefficient (of o =.O‘3491) between
the manufacturing pattern existing in 1974 and total NIDB financing
éumulated-(summed) over the 1975-1980 period only (column 2 of Table 27),
though'positi&e, just falls short of significance even at the .05 level
of confidence. The analysis in this connection is intended to elicit
whether, at a time when the balanced—develoément policy has come into
rpéminence'and NIDB has fully subscribed to it (i975-l980), the regional.
pattern of the bank'é financing takes account of the polarized pattern
of manufacturing existing in 1974. NIDB is expected (and aspires), even
within the constraints of its technical criteria, to spread its financing
to relatively less industrially-developed regions/states). The fact that

the rank-difference coefficient is positive indicates that NIDB financing



TABLE 27: -

Rank-difference Correlation Analyses of Manufacturing and NIDB Total Financing
Patterns in a Regional Context and at Different Points in Time:

Results.
Summarized Aspects L 2 : 3 &
. MFG74 with MFG74 with MFG80 with NIDBTOT74
NIDBTOT74 NIDB75/80 NIDBTOT80 NIDB75/80
1. Rank-difference
Correlation Coeffi-
cient (p) 0.6943 - 0.3491 -0,0078 0.4996

2. Significance Rating

Positive and
significant be-
yond .01l level
of confidence

Positive but not
quite significant
even at .05 level
of confidence

Negative but not
remotely close

to being signifi-
cant at .05 level
of confidence

Positive and

- significant at

the .05 level of
confidence but
not at .01

Notes: (1)

For the analyses here, manufacturing is measured by the employment criterion.

(2) The column headings in this table (1-4) correspond to the listing (1-4) of pairs of
regional patterns for rank-difference analysis indicated above.

(3) Computed from relevant values in Tables 20 and 22 as well as Appendices VIA, VIB and VIC.

78T
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is related to thg ekisting pattern, again a reflection of the cumulative-
causation process. Perhaps more importantly, however, the rank-difference
coefficient is not significant and the hypothesis of "no relationship"

has to be upheld. The inference is that NIﬁB has distributed its financing
(regionally) in the 1§75—l980 period such that regions_(statesj ranking
high on manufacturing did not rank high on the reception of its funds; and
conversely, areas ranking low on manufacturing received proportionately
more of (or ranked high on) the bank's financing, a result which is con-
sistent with‘the cumuiative—percentage curve analysis in Section VI.3.1.
(summarized in Table 24B where such states as Bauchi and Niger which share
very low proportions of nétional manufacturing are among the states
accounting for a high proportion of NIDB financiﬁg even over the entire
1964~1980 period). Thus, although Nigerian manufacturing still remains
regionally polarized by 1980, it could be said that NIDB has, since the
balanced-development policy became prominent in the early 1970s, been
attempting to constitute itself into a.countervailing force (vis-a-vis

the circular and cumulative causation process).

Thirdly, the rank-difference analysis relating to the regional
pattern of manufacturing in 1980 and NIDB total financing cumulated to
1980 (i.e. over the entire 1964-1980 period).is intended to elicif what
relationship the two patterns bear to each other by 1980 (column 3 of
Table 27). The rank-difference coefficient (p = -0.0078) is negative and
‘highly insignificant and compels acceptance of the "no relationship"
hypothesis. Both points warrant an inference similar to that in the last
paragréphi the fact that the coefficient makes it into the negative
direction (no ma;ter how little) suggests that on the whole and for the

entire 1964-1980 period viewed cumulatively, the net result (by 1980) of
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NIDB financing practices has been to generate an inverse relationship be-
tween states' rankings on manufacturing‘and on financing from the bank; and
the non-significance of the coefficient which leads to accepting the "no
relationship hypothesis" implies that NIDB has been making an effort>to
dissociate (proportionately) the regional location of its financing from
areas sharing large proportions of national manufacturing. This is a
practice likely to push the‘regional structure of Nigerian manufacturing
further in the direction of convergence with time.

Finally, the rank-difference analysis involving NIDB total financing
cumulated to 1974 and also the bank's financing cﬁmulated for the 1975-1980
period (column 4 of Table 27) is intended to elicit whether or not states

ranking high or low on the bank's financing by 1974 also rénk similarly

in the 1975-1980 period. The cbtained coefficient (p = 0.4996) is signi-
ficant at the .05 level of confidence and leads to a rejection of "the no
relationsﬁip" hypothesis. That is, there is a significant relationship
between states' ranking on NIDB cumulative financing up to 1974 and the
corresponding ranks for 1975-1980. This analyéis is a logical complement
of that relating 1974 manufacturing to NIDBrfinancing for 1975/80 which
yielded a "no-relationship" result (column 2 of Table 27). It would be
remembered that the rank-difference coefficient in that case was not signi-
ficant, meaning that NIDB financing patterns in 1975/80 did not correspond
with manufacturing patterns in 1974. Apparently continuing its convergencé—
inducing pattern in the 1975/80 period, the bank's financing pattern (in
1975/80) reinforced its financing pattern up to 1974 such that a signi-
ficant coefficient results, a clear tendency also reflected for both
patterns (manufacturing and cumulative total financing) by 1980 (column 3

of Table 27).
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Thus, the analyses summarized in Table 27 quite.fairly reveals the
convergence—induciné dynamics of NIDB financing patterns vis-a-vis the
regional pattern of manufacturing during the study period.

However, Nigerian pattern of ﬁanufacturing still remains polarized
although an incipient tendency towards convergence has become observable
by 1980. This in all probability, could not be unrelated to the fegional
pattern of NIDB financing just analyzed. The suggestion, nevertheless,
is that NIDB would need to continue it's convergence-inducing patterns
for some timé to come. For now, however, a secondiimplication is that
NIDB is (of course) only one of the sources of funds for investment inv
manufacturing in the Nigerian economy. The continuing imbalance (albeit
diminishing) reflects not only the éffect of past iﬁvestment patterns but
also the importance of other sources of funds for industrial investment,
especially the private sector notably since Nigerian indigenization bggan
in the early 197Os.9 Two points arise from these observations. It calls
for an examination of how NIDB favours areas it wishes to‘favour (what
might be called the mechanics of NIDB "favouritism'). Also, since
private entrepreneural effort is of importance in generating the aggregate
patterné noticeable at any point in time, it is also desirable to examine
briefly what internal efforts are discerﬁible on the part of.individual
states to respond positi&ely to NIDB financing. To the extent possible
with the available data, these two issues are examined in the next section,

the final substantive analyses in this study.

See, for example, Federal Republic of Nigeria, "Nigerian Enterprises
Promotion Decree 1977", Laws of the Federal Republic of Nigeria, 1977,
(Lagos: Federal Ministry of Information, Printing Division), pp. Al7-A34.
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IV.4 The Mechanics of NIDB "Favouritism'" and Internal Regional Effort

Essentially the same set of data could be used to explore the issues
of NIDB "favouritism" to various areas of the country and the internal
efforts made by the same areas in the industrial development drive.

However, it is convenient to discuss the former first and the latter last.

IV.4.1 Analysis of NIDB "Favouritism"

Direct evidence is not available on how NIDB implements its diver-
gence-inducing policy at the projectvselection stage since all potential
client enterprises are expected to be subjected to the same set of
technical criteria (economic desirability, technical feasibility and
commercial viability) in the applicétion process, B
What is known of development banks generally suggests that policy-consistent
favouritism could be practiced in two general ways: de-emphasizing tech-
nical criteria selectively, or actually favouring énterﬁrises from
"disadvantaged" areas, both at the margin of project-selection decisions;
and selectively intensifying promotional aétivities in order to "breed"
potential client enterprises in relatively disadﬁantaged areas.

Hdwe&er, the path taken in this study has been to elicit patterns
and trends from the record (i.e. relevant data) rather than mere policy
statements or general practices. Accordingly, three main ways in which

the bank might have "favoured" different areas could be elicited by com-

puting and comparing the ratios or indices relating to:

(a) the number of NIDB-financed enterprises (client or project
_establishments) in a state -vis-a-vis the number of manu-

facturing establishments in the state;
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(b) the total (cumulated, 1964-1980) amount of NIDB equity
financing in a state vis—a-vis the equity component of
project costs in the state (cumulated, 1964-l§80); and

(c) totalvNIDB financing (cumulated, 1964-1980) in a state
vis-a-vis total project costs in the state (cumulated,

1965-1980) .

The rationale for the choice of these criteria forvindexing NIDB
"favouritism" would seem obvious. In the first place, NIDB financing
to any state is transmitted via the medium of the manufacturing enter-
prise which manages (autonomously or through the bank's promotional
activity) to become one of the bank's client enterprises. it is in
that context (of being or becoming a client) that NIDB has an opportunity
to favour of disfavour. An index relating the actual number of client
enterprises in a state to the number of manufacturing establishments in
the state which, potentially could be NIDB clients would reflect at least
the opportunities which the bank has had for favouring that state. The
same rationale applies to the other two criteria.

However, the ratio of NIDB financing in the form of equity (in
relation to the eduityvcomponent of the cost structures of client enter-
prises in a state) even has extra significance. Equity financing (rather
than loan financing) invol&es greater commitment because it carries the
implication of ﬁart—ownership and the expectable expenditure of resources
to nurture the enterprise concerned to success.

Finally, the third criterion, total finaﬁcing (the sum of equity and
loan financing), is useful to reflect the total extent of NIDB financing
in a state ?is—a—vis the total financing costs of client establishments

in a state.
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The computational method is similar to that used for obtaining
location quotients or indices of concentration. That is, the first of
the pairs of variables outlined above is computed as a percentageof the
second. The percentage thus obtained is then divided by a similar
(corresponding) percentage for the country as a whole. The value thus
obtained is designated the concentration index. If the index is approxi-
mately 1, the state concerned is described as normal (N). If it is less
than 1 (effectively 0.8), it is described as disfavoured (D). And if the
index is greater than 1 (i.e. over 1.4), the state concerned is described
as favoured, F (see rules at the bottom éf Tables 28 through 30). A
separate table summarizes each state's ”favouritism score'" . Since there
are three criteria for analyzing the "favourifism" iséue, a state scores
1 point for béing favoured on each, for a maximum of 3 points and the
minimum of 2 needed to earn the "grand rating" 6f "convergence-favoured".
No scores are earned for "partial ratings'" of disfavoured (D). or normal (N);
and af least two "partial ratings" of D would yield a grand rating of
"convergence-disfavoured" while at least two of N would yiela "neutral.
A "mixed grand rating" is given where all thfee "partial ratingé" (D,
F, N) are represented.

Anambra state could be used to iliustrate the éomputational process.
It's proje;t (client) establishment number expressed as a percentage of
total manufacturing establishments in the state yields 12.44 per cent.
The corresponding Rercentage for the whole countfy is 13.00. Therefore,
Anambra's index of concentfation is 12.44/13 = 0.96 or approximately 1
(see Table 28). The state's overall designation depends on how its indices
turn out on all three grounds of comparison (suﬁmarized in Table 31 below).
Similarly for other states and for the two other grounds of comparison

(Tables 29 and 30).
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Table 28 shows the concentration indices for each state in respect
of NIDB-financéd enterprises (project establishments) and total manu-
faéturing establishments; The "partial ratings" column shows that 8 of
the states are "disfavoured" (D); these are Bendel, Benue, Crossriver,
Gongola, Imo, Kano; Plateau and Rivers. Similarly, 8 are "favoured" (D):
Bauchi, Berno, Kaduna; Kwara, Niger, Ogun, Oyo and Sokoto. The remaining
three (Anambré, Lagos and Ondo) are ''mormal" (N).

Similarly; Table 29 shows the indices and ratings in fespect of
NIDB equity financing and:project equity cost for eaéh state.' The
fesﬁlts are as follows. There are fiﬁe "disfa&oured" states; five are .
"fa&oﬁred"; and nine are "nérmal”,

Finélly, Table 30 shows the concentration indices and partial
‘ratinés'in respect-of total NIDB financing (equity and loans combined)
aﬁd tétal cost of projects (client enterprises)? composed also of eduity
and 1oénjcomponents (see Appendix VIB). Four states are "disfavoured"
in this resﬁeét; eight are "favoured"; and the remaining se?en'are’“normal".

Table 31 summarizes the partial ratings in the successive tables
v(28;30) and mékeé it possible to View the ratings together. Column 5 of
Téblé 31 has been insefted to recall the faﬁkings of fhe various regional
units éﬁ 1980 manﬁfacturing (employment); it helps to suggest what states
are most in neéd of relati&e favouritism. The summary table indicates
that fi&e statés aré convergence-favoured (Anambra, Bendel, Borno, Kwara
and Sokoto); 5 are convergence—disfa?oured (Bauchi, Benue, Gongola, Kéno
and Plateau); two are mixed (Imo and Niger); and seven are neutral
~ (Crossriver, Kaduna; Lagos; Ogun, Ondo; Oyo and RiVers).

In the con&eréence—favoured group are states with ranks 8, 3; 18,

9 and 14 respectively on 1980 manufacturing., Those with ranks 18 and 14
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TABLE 28: Concentration Indices BaSedioniNIDB¥Financed"(P:oject)
Establishments and Total Manufacturing Establishments by
States, 1980.

Project Establish- Concentration Partial
State ‘ments as % of -Total Index Rating
Manufacturing Estab-
lishments
1. Anambra 12.44 0.96 N
2. Bauchi 160.00 -12,31 F
3. Bendel 8.30 0.64 D
4, Benue 6.00 0.46 D
5. Borno 58.33 4,47 F
6. Crossriver 6.88 0.53 D
7. Gongola 9.52 0.73 D
8. Imo 7.42 0.57 D
9. Kaduna 31.25 2.40 F
10. Kano 2.83 0.23 D
11. Kwara 58.97 4.54 F
12. Lagos 17.00 S 1.31 N
13. Niger 83.33 6.41 F
14. Ogun 66,67 5.13 F
15, Ondo 10.64 0.82 N
16. Oyo ©23.38 1.80 F
17. Plateau - 6.25 0.48 D
18. Rivers 1.99 0.15 D
19. Sokoto 60.00 4.62 F
Nation 13.00 1.00
Source: Computed from relevant values in Table 20 and Appendix VIB.
Notes: (1) The letter symbols have the following interpretations:
D = Disfavoured; F = Favoured; N = Normal.
The applicable empirical rules are as follows:
(a) A state is considered disfavoured when its concentration
index is less than 0.7, that is closer to 0.5 than to 1
(approximately) or clearly less than 0.7.
{(b) A state is considered normal if its concentration index
is as high as 0.8 but below 1.5 (approximately).
(c) A state is considered favoured if its index is 1.5 or more.
(2) The client establishments for Bauchi state includes two hotels.

This accounts for the fact that its number of client establish-
ments exceeds the total number of manufacturing establishments
existing in the state by 1980, However, the few non-manufac-
turing NIDB client enterprises.in the data (a net of 19) were
included in the analyses for every state concerned. The
rationale is that from the viewpoint of employment generation,
human welfare and development, the few non-manufacturing

client enterprises could be just as important. Besides, the
inclusion makes it possible to take account of all NIDB
overations in all states. .
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TABLE 29: Concentration Indices Based on NIDB Total Equity Financing and
' Total Equity Cost of Client Projects by States, 1980.

NIDB Equity as Concen- Partial
State % of Project tration Rating
Equity Index
1. Anambra 10.45 1.68 F
2. Bauchi 3.23 0.52 D
" 3. Bendel 9.79 1.58 F
4., Benue 2,79 0.45 D
5. Borno 11.58 1.86 F
6. Crossriver 5.46 _ 0.88 N
7. Gongola 2,48 0.40 D
8. 1Imo 4,72 0.76 N
9. Kaduna : 6.36 1.02 N
10. Kano 0.41 0.07 D
11. Kwara 10.68 1.72 F
12. Lagos 7.92 1.28 N
13. Niger 7.20 1.16 N
14, Ogun 7.54 1.21 . N
15. Ondo 6.93 1.12 N
16. Oyo 7.71 1.24 N
17. Plateau 0.00 0.00 D
18. Rivers 7.26 1.17 N
19. Sokoto 11.93 . 1.92 F

Nation 6.21 1.00

Source: Computed from relevant "Project Cost" and "NIDB Pafticipation"
values in Appendix VIB.

Notes: The letter symbols have the following interpretations:
D = Disfavoured; F = Favoured; N = Normal.
The applicable empirical rules are as follows:
(a) A state is considered disfavoured when its concentration

index is less than 0.7, that is closer to 0.5 than to 1
(approximately) or clearly less than 0.7.

(b) A state is considered normal if its concentration index is
as high as 0.8 but below 1.5 (approximately).

(c) A state is considered favoured if its index is 1.5 or more.
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TABLE 30: Concentration Indices Based on NIDB Total Financing and Total
" Project Cost by States, 1980,

NIDB Total Concen- Partial
State Financing as % tration Rating
of Total Project  Index
Cost

1. Anambra 34,64 1.76 F
2., Bauchi 12.96 0.66 D
3. Bendel - 31.62 1.60 F
4. Benue 9.79 0.50 D
5. Borno 28.74 1.46 F
6. Crossriver 15.59 0.79 N
7. Gongola 3.88 0.20 D
8. Imo 36.30 1.84 F
9. Kaduna 21.37 1.08 N
10. Kano ' 32.60 1.65 F
11. Kwara Co 35.33 1.79 F

12. Lagos 24,98 1.27 N -
13. Niger 11.36 0.58 D
14. Ogun 23.31 1.18 N
15, Ondo : 16.04 0.81 F
16. Oyo 26.85 1.36 N
17. Plateau 41.88 2.12 F
18. Rivers 23.06 1.17 N
19. Sokoto 27 .68 1.40 N
Nation 19.71 - 1.00 -

Source: Computed from relevant "Project Cost' and "NIDB Participation"
values in Appendix VIB,

Notes: The letter symbols have the following interpretations:
"D = Disfavoured; F = Favoured; N = Normal.

The applicable empirical rules are as follows:
(a) A state is considered disfavoured when its concentration
index is less than 0.7, that is closer .to 0.5 than to 1

(approximately) or clearly less than 0.7.

(b) A state is considered normal if its concentration index is
as high as 0.8 but below 1.5 (approximately).

(c) A state is considered favoured if its index is 1.5 or more.
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(respectively, Borno and Sokoto) would appear to be the two in that group
needing the convergence-favoured rating most. Of the five which are
convergence-disfavoured, the first threé (Bauchi, Benue and Gongola
respectively with ranks 17, 15 and 15) appear even more‘in need of the
convergence-favoured rating.

The "mixed" category reflects different outcomes with respect to
the three criteria for measuring NIDB "favouritism'. While the suggestion
is that each of the two states concefngd is favoured in respect of at
least one criterion, the two are not equally in need of NIDB "favouritism':
Niger.with rank 19 appears most in need among all states.

Finally, most of the seven states with "neutral' ranking seem
relatively able to afford being in that category, especially Lagos with
rank 1 on 1980 manufacturing (and every other variable used in this study).
However, three states in the group (Ogun, Ondo and Oyo respectively with
rank 12, 12 and 11) appear to need at least the '"mixed" rating to improve
their relative standings.

On the whole, the varied pattern of the ratings point to the difficulty
inherént in the nature of the policy task NIDB has assumed: how, within
the bank's own technical and institutional guidelines, is the job of
"engineering" balanced development to be carried out? However, the assorted
patterns of mixed, neutral, disfavoured and favoured ratings in the anglysis
is consistent with the incipient convergence earlier noticed for the whole
regional system (Section IV.3.1l) as well as the observed pattern of
divergence between state rankings on manufacturing and on NIDB financing
in the 1975-1980 period (Section IV.3.2); although the fact that the analysis
of NIDB "favouritism" necessarily employs the sum of NIDB-financing variables

over the whole 1964-1980 time span (in order to elicit the overall
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favouritism patterns oﬁer the entire study period) has, not unexpectably,
diluted the pattern.. Nevertheless, the essential inference from the
rank-difference analysis pertaining to NIDB financing especially in the
1975-1980 period reflecting an effort to favour erstwhile "disadvantaged"
states is again apparent here: of the 9 states ranking 11 to 19 on 1980
manufacturing, two are in the convergence+favouréd group, one is in the
mixed, and the three in the neutral .group have at least one "F" rating
each. . Even two of them in the convergence-disfavoured group (Bauchi and
Benue, respectively with rank 17 and 15) have at least one pértial rating
of "F" each. Only Gohgola (rank 15) consistently has partial ratings of
"D" on all three criteria of "favouritism" (Table 31). Conversely,

Lagos state, seemingly least in need of favouritism in this context, con-
sistently records_a neutral rating on all three criteria. Thus, tﬁe
earlier conclusion that NIDB would have to continue .its convergence-—
inducing practices for quife some time into the future in order to be able
to alter (significantly) the sfill—polarized regional pattern of Nigerian
manufacturing, also re-emerges very strongly here.

Apart from the three criteria used for analyzing NIDB "favouritism",
interest~rate setting patterns (with respect to loans) would 'also have
been eminently suitable. However, NIDB does not charge its clients interest
rates which are discernibly different from those of commercial banks and
it does not publish the interest rates which it charges on loans to indi§i—
_ dual client establishments. What is known is that since the late 1970s,
for instance, NIDB interest rates haﬁe averaged 10% fo 11 per cent per

anﬁum.lo This compares markedly with the highest of the average interest

1
ONIDB, General Policies, (Lagos: 19807?), p. 2. Even minor extra charges

(of '3/4%) on undisbursed parts of loans and (2%) on overdue principal
and interest would push the mean NIDB rates higher than those of commercial
banks further.




TABLE 31: Summary of '"Favouritism'" Appraisal in Relation to NIDB Financing by States, 1980.
Appraisal in respect of:
1 2 3 4 5 6
State . . :
Establish- Equity Total Total Ground Ranking on
ments Financing Financing Favouritism Rating 1980 Mfg.
Index Index Index Score
1. Anambra N F F 2 Con.-Fav, 8
. 2. Bauchi F D D 1 Con.-Disfav. 17
3. Bendel D F F 2 Con.~-Fav. 3
4, Benue D D D 0 Con.-Disfav, 15
5. Bormno F F F 3 Con.<zFav. . 18
6. Crossriver D N . N 0 Neutral 7
7. Gongola D D D 0 Con.-Disfav. 15
8. Imo D N F 1 Mixed 6
9. Kaduna F N N 1 Neutral 5
10. Kano D D F 1 Con.-Disfav. 2
11, Kwara F F F 3 Con,.~-Fav, 9
12, Lagos N N N 0 Neutral 1
13. Niger F N D 1 Mixed 19
14, Ogun F N N 1 Neutral 12
15, Ondo N N F 1 Neutral 12
16, Oyo F N . N 1 Neutral 11
17. 'Plateau D D F 1 Con.-Disfav. 10
18. Rivers D N N 0 Neutral 4
19. Sokoto F F N 2 Con.-Fav, 14

Source: Tables 28-30 and.Table 24A respectiﬁely for columns 2, 3, 4 and 6.

Note: The abbreviated words read fully as follows: Con.-Fav. = Convergence-favoured, and
Con.-Disfav. = Convergence-disfavoured.

L6T
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rates charged by commercial banks (those to "other advances") in the

last half of the 1970s, (Table 32).

TABLE 32: Mean Lending Rates of Commercial Banks in Nigeria, 1975-1979.

Rates by Years (%)

Categories of Customers

1975 1976 1977 1978 1979%
1. First Class Advances 6.0 6.0 6.0 6.8 7.0
2. Produce Advances 9.0 8.0 7.5 8.9 9.3

3. Other Advances 9.0 10.0 9.3 10.8 ’ 11.0

Source: Central Bank of Nigeria, Economic and Financial Review, Vol, .17,
No.1l, June 1979, p. 34,

Note: * Mean for 1979 covers only January to June.

Apparently, NIDB takes the position that its.long—terﬁ financiﬁg services
are sufficiently valuable to warrant no concessions on interest rates.

In any event, the analysis in respect of NIDB "favouritism'" also
yields some insights for the issue of internal regional effort, the
final aspect examined here. These insights could be briefly summarized
before examining the other dimension which also mirrows the internal/

regional effort factor: . the pattern of sanction withdrawals.

IV.4.2 Internal Regional Effort and NIDB Financing

It is directly pertinent within the balanced-development perspective
to ask what internally relevant developmental effort a state should make
before expecting public-policy induced concessions in a given area of

economic activity. That line of thought has to be made contextually
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relevant. For the concerns here the observable indicators of internal
regional efforts are the existing manufacturing enterprises of establish—
ments which, with individual self—organization, could approach NIDB for
financing and mobilize resources to meet the bank's conditions for
financing. From the analysis in the preceding section (IV.5.1), some
initial inferences regarding internal self—brganization and effort could
be elicited.. The "internal" (state-based) percentages used for computing
the concentration indices are useful in this regard .

To the extent that the relevant percentage value for a state (NIDB
client enterprises expressed as a percentage of all establishments in the
state) is low, to that much extent is that state (relevant enterprises
in it) not taking adequate édvantage of NIDB's financing capabilities.
It's'iﬁternal effort is, therefore, considered correspondingly low. The
national percentaée.of 13 prbvides, in this regard, a useful reference
value as an indicator of "mean' national effort: 13 out of every 100
‘enterprises in the country are NIDB's clients (Table 28). The component

'stétes could thus be grouped into effort—level categories of those below
and above the "mean" national.effort—making level (see Table 33).

It would be noticed on Table 33 that 9 of the 19 states have per-
centage values above the national mean with respecﬁ to the proportion of
enferprises whiéh have attracted NIDB financing and 10 are below. The
practical utility’or indication provided by this type of grouping is that
it should suggest to manufacturing and other relevant enterprises in
states belonging in the below-average group, esﬁecially those ranking very
low_in their shares of national manufacturing (notably Benue, Gongola,
Ondo and Plateau) the need to take more advantage of NIDB's financing

capabilities.
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TABLE 33: Grouping of States by Internal (Regional) Effort-=Making
Categories in Relation to Attracting NIDB Financing (Based
on Client Establishments in State Expressed as Percentage
of all Manufacturing Establishments in State): National

"Average' = 13.

. No. of A
Categories States (Range) Names of States
A. Above Average 9 17-160%. Bauchi, Borno, Kaduna,
Kuara, Lagos, Niger,
Ogun, Oyo, Sokoto
B. ‘Below Average 10 . 2=12 Anambra, Bendel, Benue,
Crossriver, Gongola, Imo,
Kano, Ondo, Plateau,
Rivers
Source: Table 28,
Note: *The 160 per cent value is for Bauchi state, see note number 2

at the bottom of Table 28. If Bauchi is eliminated, the range
in the above-average category would be 17-83 per cent.



201

The anomalous .situation in which low ranking étates find themselﬁes
in the above-average group reflects their "efforts" relative to the
number of manufacturing establishments in them. However, it simultaneous
has implications for the other indicatér of the internal-effort factor
to be examined presently. This group oddly includes statés ranking lowest
on 1980 manufacturing, notably Niger, Borno and Bauchi, ranking 19, 18
and 17 respectively (see Table 31). The fact is that although these states
are making the best use of NIDB financing relative to the number of relevant
enterprises in them, they are still very much behind in comparison to other
states in the nation as far as manufacturing is concerned. Of course, they
may have countervailing comparative advantages in sectors other than
manufacturing, a reminder to the point made earlier that the balanced-
development issue cannot be conclusively evaluated within the context of
studies dealing with single sectors of the economy. For now, however,
this phenomenon is a confirmation of Schatz's '"capital-shortage illusion"
thesis: that the problem in many LDCs (''Disadvantaged" states here) is
not so much the shortage of capitai for investment as it is the fewness or
shortage of viable projects in which to invest available capitaiLll In
fact, the other indicator of internal regional effort (or lack of it) could

best be viewed in the light of the capital-shortage illusion concept.

11Sayre P. Schatz, Op. Cit., 1974, pp. 89-101.

Data on rejected financing applications would have been eminently suited
to this purpose but field enquiries have revealed that NIDB does not
keep records of this type of information. Could it be that the bank is
just unwilling to release such data, probably for political reasons?
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The preliminary discussion of the data relating to NIDB financing
indicated (Section III.IQZ)‘that the bank made a total of 421 sanctions
between 1964 and 1980. Forty of the sanctions were subsequently with-
drawn or cancelled because the enterprises concerned were, for various
reasohs, not able to fulfill their parts of the relevant financing agree-
ments.  The bulk of the analyses in this study have thérefore had to be
based on data for the real sanctions remaining (381) and the word "net"
has been consistently_used to reflect this. The enterprises whose sanc-
tions wére cancelled are distributed unevenly all over the country.

A simple percentage analysis of the pattern of sanction withdrawal
(that is, expressing the number of sanctions withdrawn in a state as a
percentage of total or gross sanctions in the state over the 1964-1980
period) sufficiently reveals how well or badly enterprises in various
s;ates used thé opportunities for NIDB financing which they had. It
would thus suggest inferences regarding internal regional efforts. Table
34 represents the pattern.

The pattern of percentage values on the table indicates that 7 states
did not suffer sanction withdrawai, the implication being thét internal
efforts were made to use the capital (financing) made available. Of the
remaining 12 states (those that suffered sanction»withdrawal through the
would-be client enterprises located in them), Benue was worst hit (33 per
cent), followed by Bauchi (22 per cent), Kano (20 per cent), Anambra (18

per cent), Ondo (17 per cent), Bendel and Borno (13 per cent each), Lagos

13The withdrawal values for each state could also be compared to the 1980
figures for manufacturing. in each state. However, it makes no real
difference for the relative positions of states in this connection. The
percentage values would be merely scaled down since the denominators would
thus be larger. The interpretation would turn out to be the same.
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TABLE 34: The State Patterns of NIDB Gross Sanctions and Withdrawals,

1964-1980.
NIDB Sanctions, 1964-1980
State Gross Number No. Withdrawn % Withdrawn
1. Anambra 34 6 17.6
2. Bauchi ' 9 2. 22.2
3. Bendel 24 3 12,5
4. Benue 3 1 33.3
5. Borné 8 1 12.5
6. Crossriver 13 0 0.0
7. Gongola 2 0 0.0
8. Imo 29 0 0.0
9. Kaduna 22 2 9.1
10. Kano 10 2 20.0
11. Kwara 24 1 4,2
12, Lagés 157 19 12.1
13. Niger 5 0 0.0
14. Ogun 32 0 0.0
15. Ondo 6 1 16.7
16. Oyo 19 1 5.3
17. Plateau 6 0 0.0
18. Rivers 9 1 11.1
19. Sokoto 9 0 0.0

Total/Nation 421 40 9.5

Source: Same as for Table 7.
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(12 per cent), Rivers (11 per cent), Kaduna (9 per cent), 6yo (5 per cent)
and Kwara (4 per cent). The first 9 states among these twelve are above
the national "average'" of 10 per cenf and the remaining 3 are below.

While the various sanction-withdrawal proportions mirror the extents
to which internal regional efforts were not made to use funds made avail-
able by the bank and therefore the prevailing degrees of capital-shortage
illusion, they are clearly more serious for some states than others,
especially those ranking iow on shares of 1980 national manufacturing.
Thus, agains, such states as Bénue (rank 15), Baﬁéhi (rank 17), and Ondo
(rank 12) should have ﬁade enough internal efforts not only to use the
sanctions they got but also to attract more. It would, in fact, be
consistent with NIDB's promotional objéctives if gréups/associations of
local industrialists and even relevant ministries of state governments
organize to publicize how relevant enterprises could take more advantage
of NIDB's financing services.

The twin issues of NIDB "favouritism" and internal regional efforts
conclude the substantive analyses of this study. The néxt final chapfer
carries a synthesis of the main analyses and inferéncés of tﬁe'study and also
makes pertinent obseryatidns,ana.remarks on the conﬁinuing role of NIDB in

Nigerian industrial development.
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CHAPTER FIVE

THE ANALYSES IN RETROSPECT AND CONCLUDING REMARKS

V.l Preliminary Remarks and the Study's Objectives

As indicated in the first chapter, the broad quective of the study
has been to analyze tﬁe financing activities of Nigeria's most important
development finance institution, NIDB, with a view to eliciting how much
its financing patterns show consistency with some major elements of
industrial-development planning policies‘and objectives in Nigeria. Since
NIDB's raison d'étre is to provide medium- and long-term financing primarily
in the field of manufacturing, the study necessarily requirés analysis of
the relevant patterns of Nigerian manufacturing in close association with
NIDB fipancing data in order to elicit the desired relationships. Broadly,
the study covers the 1964-1980 period but the relevant data have been
aggregated/cumulated primarily for two>points in time (1974 and 1980) in
order to make identification of policy-related changes in patterns possible.

The industrial-development policy elements in the light of which the
analyses have been performed arevthose relating to:

| (a) the goal of evolving a more balanced industrial output structure
for Nigeria (III.2.2);
and (b) the objective of gradually evolving a more balanced regional/
spatial pattern of manufacturing consistent with the long-term
societal objective of relatively even deﬁelopment in Nigeria
(I.4.3 and 1IV.1).

It has also been indicated that NIDB records strongly reflect rele-

vant public policy objectives in its functional environment, especially

(for the concerns of this study) the objective of evolving a more
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regionally-balanced pattern of development (II.2.1),
The type of changes and relationships which the study sought to elicit
were thus made consistent with the initial statement of the study's

\

specific objectives:

(a) ascertaining the degree to which NIDB's financing or credit
activities have contributed to Nigerian industriéi development
generally; and»

(b) eliciting the extent to which the financing activities of the
bank have mitigated the essentially polariéed pattern of

Nigerian manufacturing.

Necessarily, such conceptual notions as balanced develdpment
(structural and spatial here), convergence/divergence and the related con-
cepts of circular and cumulative causation as well as Schatz's capital-
shortage illusion thesis provided the theoretical frame of reference at
appropriate stages of the analyses.

In view of the main poiicy elemeh;s examined and the corresponding
objectives of the study, the study was éarried out at two levels of
analyses: the national level of aﬁalysis concerned (initially) with the
temporal relationships between industrial development and NIDB financing
and (later) the bank's financing activities vis-a-vis Nigeria's industrial
output structure (Chapter Three); and the regiohal leVel of analysis con-
cerned with eliciting how much NIDB's financing patterns‘have been con-
sistent with evolying a regionally balanced pattern of manufacturing'in
the country (Chapter Four).

The analysis at the national level employed, primarily, the relevant

criteria of paid-up capital investment and employment as basic measures of
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manufacturing, incorporating numbers of production units, plants or
establishments as necessary. Total financing (the sum of equity and
loans) was used as the fundamgntal measure of NIDB.financing, also
isolating relevant associated compoﬁents and variables such as number
of client (prqject) enterprises, the equity component and associated
employment as necessary at differént stages. The regional level of
analysis employed, fundamentally, the yardsticks of number of establish-
ments and employment to measure.ﬁanufacturing, and essentially the same
measure of NIDB financing as uSéd at the national level; it also features
differential isolation of variables for scrutiny at various stages.

The succeeding pages constitute a synthesis of the major relation-
ships elicifed from the.aﬁalyses. They also cover relevant éonclusions
and remarks related.to the analyses and the continuing role of NIDB in

Nigeria's industrial development.

V.2 Temporal and Structural Relationships Between NIDB Financing Patterns

and Manufacturing: The National Level of Analysis.

The temporal analysis is summarized first.

V.2.1 Synthesis and Conclusion on the Temporal Analysis

A preliminary overview of the NIDB data revealed that over the 1964~-
1980 sfudy period, thé bank made a total of 421 sanctions, 40 (9.5 per
cent) of which were subsequently canceled or withdrawn (mainly between
1972 and 1978) for various reasons réflecting the inability of ghe client
enterprises to meet one or the other aspect of the réle?ant financing
agreements, Thus,.the substantive analyses were based on the remaining:

381 sanctions (net financing) since the withdrawn sanctions, though
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examined at a point in the regional analysis, had to be deleted from the
substantive data.

Similarly, a preliminary.anaiysis of the manufactural data shows that
Nigerian manufacturing establishments increased from 2 in 1894 to 2,930
in 1980, While about 51 per cent of them came into being between 1961 and
1970, about 74 per cent of the 1980 total started operating only since the
country's independence in 1960. And while about 82.2 per cent of the
establishments existing in 1980 employed 10-100 people each, most of the
total manufactural employment (almost 80 per cent) was concentrated in
larger size establishments employing over 100 people.

By cumulative aggregation (addition), it was possible to establish
a temporai match between the two sets of data, those relating respectively
to NIDB financing and manufacturing over the study period (Table 12B).

The subsequent temporal analysis revealed that:

(a) the proportion of Nigerian manufacturing establishments which
received NIDB financing increased unsteadily from 5.7 per
cent in 1965 to 13.0 per cent in 1980;
(b) the employment in the NIDB-financed enterprises or establish-
vments.similarly increased from 12.6 per cent of total national

ménufactural employment in 1965 to 30.2 per cent in 19801;

1The indication of 1965 as the initial terminal year here results from the
aggregation which had to be done to establish a temporal match between
total manufacturing and NIDB data: while NIDB data is complete from 1964
to 1980, the data on national manufacturing was not complete in respect
of some desired variables for some years, including 1964..
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(c) when NIDB's total financing is expressed as a proportion of
the total paid-up capital investment in manufacturing, a temporal
increase from 4.5 to 18.8 per cent was also obtained for the

study period.

The sﬁggestion from these empirical values that Nigerian manufacturing has
increased temporally as NIDB financing increased is indeed to be expected
since the bank éperates wifhin the countfy and primarily in the field of
manufacturing; That suggestion is further reinforced by the high positive
correlations between the measures of manufacturiﬁg and NIDB financing in
the temporal analyses. Thus, for instance, the temporal correlation be-
tween paid-up capital (manufacturing) and NIDB's total financing (of 0.906)
as well as that between total employment in manufacturing and NIDB total
financing (of 0.931) were significant even at the .0l level of confidence.
The same high levels of relationship were‘reﬁéaled by the intercorrelations
between the two basic measures of manufacturing (as well as the establish-
ment measure) with such NIDB-associated variables as project (or assisted)
establishment and employment numbers (Table 13),

The partial conclusion that the extent or intensity of Nigerian
manufacturing has increased with igcreases in NIDB financing over the study

period is therefore self-warranting.

V.2.2 Manufacturing Output Structure and NIDB Financing

The relationship between the cumulative strucpural patterns of NIDB
financing and the structure of overall manufacturing was also analyéed by
correlation procedures, using data sets for two points in time, 1974 and
'1980. It was indicated that NIDB's general records do not reflect con-

cerns for the structural imbalances and problems. of the manufacturing
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sector to an extent even remotely comparable to the concerns shown for the

spatially—balahced development issue. Nevertheless, the analyses in this

regard reveals a striking relationship between the bank's financing

patterns and the compbnént structural groups within the manufacturing

sector. The initial analysis showed, for instance, that:

(a)

and (b)

3

the textiles group (ISIC: 32) shared the largest proportions

of paid-up capital and employment in manufacturing in 1974
(respectively 28.8 and 3;.5 per cent); and that the same
textiles groﬁp shared the highest proportion of NIDB financing

cumulated to 1974 (26.7 per cent);

although the lowest sharing industry-groups of manufactural
emﬁloyment and paid-uﬁ capital were not the same as those for
NIDB finanéing up to 1974, the correspondence between the
relative rankings of industry-type groups and NIDB financing
reached down at ieast to the second~-ranking sectors: the next
highest‘receifers of NIDB financing being the food processing
and non-metallic mineral products groué (ISIC 31 ana 36), each
with approximately 16.5 per cent; one of these (food processiﬁg)
also ranked second on overall manufacturing (with 19.3 and 17.4

per cent respectively by paid-up capital and employment)..

Further analyses of the structural relationships between manufacturing

and the bank's financing strongly reinforced the initially observed

pattern of correspondence. For instance, the correlation coefficients (of

0.887) between paid-up capital in manufacturing and NIDB total financing

and (of 0.0779) between manufactural employment and NIDB total financing

up to 1974 were both significant at the .01 level of confidence. The
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inference and conclusion of a strong association between the structural
rankings of-Qarious industry-type groups and.the structural distribution
§f NIDB financing by 1974 could hardly be resisted. The inference is
further reinforced by the results of an analysis regressing NIDB's total
financing oﬁ manufactural paid-up capital. The scatter points on.the
accompanying scattergfam was reinforcing enough. The related regression
coefficient of .0057 also implies that by 1974, for evéry unit of cumula-
tive NIDB investment or financing, there was ¥0.0057 million (or about
N5,700) of paid-up capitalvinvestment, a relatively high level of
"response". |

However, the structural analysis of 1980 manufacturing and NIDB
financing- (cumulated to 1980) revealed divergences from the 1974 pattern
of relationships. The 1980 relationships between the structural patterns
of manufacturing and of NIDB financiﬁg were therefore further examined by
correlgtion analysis. The hypothetical expectation was that if, to any
important degree, NIDB had patterned its.financing in the 1974-1980 period
to favour industry~-type groups which had relatively depressed status in
1974 (in pursuance of a polic& of structurél balance in manufacturing),
there should be, for 1980, a negative or non—significant structural
correlation between manufacturing and NIDB fiﬁancing;'

The obtained results were highiy consisfent with thé in&erse—
relationship expectation. The correlation coefficients of ~0.298 between
paid-up capital and NIDB'S total financing'and_of -0.010 between manu-
factural employment anvaIDB total financing are clearly negative. The
inference is straightforward: although NIDB does not give much prominence
to the issue of structural balance, the structural distribution of the

bank's financing strongly reflects a concern to gradually alter the
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country's industrial structure in the direction of increased balance.
Since the obtained negative coefficients are not significant, however,
the revelation has to be described as a strong tendency rather than én
- established pattern.

Further analyses by correlation and graphic procedures reveal why the
finding could, perhaps, be more than a tendency. NIDB financing cumulated
for the 1975-1980 period only was isolated and analysed with the manufac-
tural pattérn (structural) existing in 1974, all with a view to ascertain-
ing how much the relatively-depfessed industry groups of 1974 were
favoured by NIDB financing in the in-between period, 1975-1980. Essential-
ly the saﬁe results were obtained. The two measures of manufacturing
correlated very low with NIDB total financing in the in-between périod,
one (paid-up capital) negatively and the other (employment) positiveiy
but non—significantly.

The accompanying graphic analysis (Figure 6) re§ealed the relative
structural distributions. While it showed such industry-type groups as
basic metal (ISiC 37) and "others'" (ISIC 39) to ha&e been distinctly
favoured, and textiles (ISIC 32), paper, printing and publishing (ISIC
34) as well as chemicals (ISIC 34) to have been relatively disfavoured,
such other significant groups (of 1974) as food processingv(ISIC 31) and
non-metallic mineral products (ISIC 36) still received not inconsiderable
proportions of NIDB financing in the 1975-1980 period.

The inference and concluéion from the analyses were compelling:
without giving much prominence to a policy of structural balance, the
structural distribution of NIDB's financing since the early 1970s clearly
reflects a concern which is consistent with the natioqal deﬁelopment—

policy objective of evolving a balanced industrial structure. This, of
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course, does not mean the structural imbalance of the manufacturing
sector has disappeared. It does mean that NIDB shows evidence of trying
to mitigate it.

The fact that the "traditionally" dominant industry groups have not
significanely relinquished their relati&e preponderance sﬁggests a need
for NIDB to continue ite apparently cautious "balancing act" for some
indefinite time into the future. it is not‘eVen certain, except in view
of Nigeria'e long—tefm'policy of evolving an essentially self-reliant
economy (I.4.3), how far the structural-balance policy could be pursued
in one Brbad sector of the economy. Issues of comparatiﬁe advantage
vis—a-vis other countries (and especially within the Economic Community
of West African States) might necessitate revisions at some future point
in time when the country's own internal capabilities might have been more
fully realized. At present, Nigerian manufacturing is still undergoing
fundamental growth and has not attained the peak of deﬁelopmeht even in
industry—type'groups in which the country.might have comparative advantege
potentially;

The final remark in respect ofifhe structural analyses then follows:
that since the private sector is a very important source of entrepreneural
investment in Nigeria, public policy in respect of structural balance could
seriously consider making provisions for structurally selecti&e incentives
for industry groups it wishes to encourage; The mammoth direct investments
in iron and steel projects by government since the‘mid—l9705‘indicates that the
provision of encouragement and incenti&es to desired industry groups is
not new to the Nigerien development-planning experience; that experience
already features many incentive programmes in.the area of manufacturing

generally. A structurally selective incentive programme would therefore
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represent a new adaptation of an old tool to address a current concern.

V.3 The Regional Patterns of Manufacturing, NIDB Financing and the

Balanced Development Policy

A second fundamental objective of the study has been to elicit the
‘extent to which NIDB'S financing activities have tended to mitigate the
rggionally polafized pattern of Nigerian manufacturing. This is in view of
the country's public policy objective of evolving a regionally/spatially
balanced pattern of development. NIDB's records show, among other things,
an avowed commitmént to the anti—disﬁarity policy in its alloted function
of industrial development financing. While the stated intent is not to
pursue the anti-disparity goal at the cost of stagnation in regions (statgs)
presﬁmed to be relatiﬁely more developed, its desired effect is a rapid
movement towards the attainment of a miniﬁum standard of spatially balanced
development.

There could hardly be a specific statement of time-bound targets in
the regional convergence/divergence induction issue and there is none in
the Nigerian case. The basic analytical task ié thefefore that §f elicit-
ing the direction and extent of‘change, hopefully towards convergence.
Realising that the principle involved is thus not an equal-sharing or
proportional'oné and that in view of differentialvprodﬁétion capabilities
in different sectors, the population»criterion could not be meaningfully
used as a basis for analyzing the regional balance/imbalance issue for one
economic-activity sector. The analyses in respect of the balanced-develop-
ment issue passed through many stages to elicit pertinent trends in the
patterns of manufacturing and NIDB financing during the study period.

An initial overview of the regional patterns of Nigérian manufacturing

in l974land 1980 did not reflect any appreciable change. For instance, the’
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proportion of manufacturing establishments for Lagos state had dropped
from 31 to 28 per cent. Kaduna and Bendel states rankedjreséectivsly
second and third in 1974 but only Kaduna had dropped out of its rank
(replaced by Kano).in 1980. Similar changes occurred in respect of>most
other States, except that Bauchi, Benue, Bdrno, Gonéola and Niger states
remained consistently ranks of 15 to 19.

Part of the initial analysis of regional manufactural patterns also
revealed the essential insignificance.of manufacturing as an employment
generating sector in the Nigerian economy. Even with the old 1963
population data, the number of people per.lOOO employed in manufacturing
ranged from less than 1 in 6 states even in 1980, Also unimpressive was
the national "average" sf five people per thousand in that year. Only
Lagos state's 61 and 100 persons in 1974 and 1980 appears fairly remarkable.

A correlation analysis of the regional patterns of manufacturing and
NIDB financing for the adopted points in time followed the separate

preliminary overviews. The analysis revealed that:

(a) the regional pattern of manufacturing correlated very signifi-
cantly (.01 level) with the pattern of NIDB financing by 1974

as well as 1980 (Table 23); and

(b) therefore, at both points in time, the regional patterns of
NIDB financing and manufacturing revealed a very strong

association.

Thus, although the 1980 paftern of NIDB financing had, unlike manufacturing,
shown a divergence from the 1974 pattern, the absolute magnitudes of the
bank's financing were, in 1980, broadly low where manufacturing was low and
vice versa., An initial inference of the persistence of polarization was

therefore warranted.
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However, the differences initially revealed in NIDB financing pattern
by 1980 as well as the objective of the study also warranted a concerted

examination of the convergence/divergence issue in a number of stages.

V.3.1 Analysis of Regional Configurations

First, an analysis of the regional configuration of manufacturing vis-
a-vis NIDB financing tried to determine how many of the 19 regional (state)
units were neéded to account for a "cleafly high percentage" (set at 80
per cent) of the relevant values of manufacturing and NIDB financing in
1974 and 1980.

The accompanying. cumulative percentage curves (Figures 7 and 8)

revealed that:

(a) by 1974, it required five_regionél (state) units to accdunt for
80 per cent of manufacturing (measured by employment) and seven
regional units to account for the same pfoportiqn of NIDB financing,
a clearly polarized pattern for both variables but more so for
manufacturing than for NIDB financing (Figure 7);

(b) but by 1980, six regional units accounted for the 80 per‘cent
proportibﬁ in respect of manufacturing and ten in regards to
NIDB fihancing, the two structures again being polarized non-

uniformly,

A number of inferences followed from the analysis. First, since a
greater number of units accounted for the critical proportion of each of
the variables in 1980 than in 1974 (no matter how small), the indication
is that theré has been a slow of incipient tendency towards convergence.

Secondly, for both points in time, the 80 per cent proportion was

accounted for by larger numbers of regional units for NIDB financing



217

pattern than for the pattern of manufacturing. The inference is that
although both patterns revealed incipient convergence in the 1974-1980
period, the NIDB pattern revealed the convergence~prone trend more
strongly.

The summary of the two patterns for the respective years (Table 24B)
also revealed that the specific units counted towards the 80 per cent
proportion for the NIDB pattern included remarkable numbers of regional
units sharing very low proportions of national manufacturing and did.ﬁot,
therefore, form part of the lists of units accounting for 80 per cent, of
manufacturing.

This leads to two additional inférences. First, there is the
observable tendency for NIDB to spready significant proportidns of its
funds to states not currently sharing much of national manufacturing,
states such as Ogun and Kwara in 1974 and Bauchi, Oguﬁ and Niger in 1980.
Thus, there is the implication that NIDB was trying to counteract the
polarized pattern of manufacturing between 1974 and 1980. On the other
hand, some states having large proportions of manufacturing were also in-
cluded in the NIDB—relafed list. The obser&able force at work thus could
be seen as the cumulative and circular causation process: some regional
units with relatively numerous enterprises capable of taking adﬁantage of
NIDB's fipancing would tend to generate enough client enterprises which
would attract the bank's funds even when its attitude is convergenée—prone;
and although the total financing going to such already "faVoured" units
might appear modest in relation to their proportional importance in
national manufacturing, the finanéing "captured" by then would neverthe-
less appear relatiVely large in the overall national context. In any

event, the numerous enterprises in such "favoured" units cannot be
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completely starved of financing. The net effect would therefore amount to
the basic notion of the cumulative process: areas with initial advantages
would tend to attract relatively more advantages and gain cumulatively
over time. Nevertheless, the revealed change in the direction of con-
vergence in the patterne of manufacturing and NIDB financing, albeit

incipient, called for a more incisive re-examination of the regional system.

V.3.2 Re~examination of the Regional Pattern ofFChaﬁge

The analysis in respect of manufacturing was intended to ascertain
whether the 1980 pattern reflects the balanced—de?elopment, equity or
"le&ellingﬁ principle to a degree consistent with disparities observable
in the 1974 pattern. The rank-difference analysis used for this purpose
carried the’necessarily rigid hypothetical expectation of an inverse rank-
ordervrelationship: that the highest addition to regional manufacturing
in the in-between period (1975-1980) should occur in states (regional
units) fanking last in 1974 and vice versa. In other words, if additiens
to manufacturing had occurred (in 1975-1980) in perfect accordance with
the balanced—deﬁelopment principle (i.e. so as to "level up" less developed
states and "level down" more developed states), states which shared: more
- manufacturing in 1974 should receive the leasf additions and those that.
shared least should receive the highest additions commensurate with the
exteﬁt of.their backwardness in this regafd.

The null hypothesis consistent with the rank-difference analysis is
that there is no correlation or reiationship between the pair of rankings.
The obtained coefficient (p = -0.1219) was not significant even at the
.05 level and the null hypothesis had to be upheld. The implication is

that since there is no significant relationship between the actual and
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hypothetical (rigidly expected) rankings of the 19 states on the 1975-
1980 additions to manufacturing, and in spite of the much publicised
balanced-development principle, the distribution of additions to manu-
facturing did noﬁ,.on the whole, take cognizance of the level éf ais—
parities/divergence existing in 1974. The greater importance of the
private‘sector (rather than the public) whose investment decisions
generate the bulk of the additions and which is not bound by the
"levelling" policy is, among other factors, probably mosf responsible
for thé obtained result.

Other pattérné associated with.manufacturing and NIDB financing
were similarly re-examined, using rank-difference analysis: the manu-
facturing pattern in 1974 with NIDB cumulative financing to 1974; the
manufacturing pattern in 1974 with cumulative NIDB financing pattern in
1975-80; manufacturing pattern in 1980 with NIDB finaﬁcing pattern
cumulatéd, 1964-1980; ana cuﬁulati&e NIDB financing pattern up to 1974
with NIDB's cumulated financing pattern for l975—80v(Table'27).

The rank-difference analysis in réspect of manufactural and NIDB
financing patterns.up to 1974 yielded a significant coefficient
(p = 0.,6943) and neéeésitated rejection of the '"no relationship"
hypothesis. This is consistent with thé fact thgt the balanced develop-
ment issue (from the 1970s) was not a policy of significanf force prior
to the eafly 1970s.

The similar analysis in respect of 1974 manufactural pattern and
NIDBffinancing pattern cumulated err 1975-80 was intended to reveal
whether, at a time when the balanced—de?elopment or equity principle had
come into prominence and NIDB had fully subscribed to it (1975-80), the

regional pattern of the bank's financing took account of the polarized
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pattern of manufacturing existing in the eﬁrly 1970s (1974). The fact
that the obtained rank-difference coefficient (p = 0.3491) is positive
indicates that NIDB financing was related to the existing (1974) polarized
pattern in its broad configurations, again a reflection of the cumulative
causation process. However, the other‘fact that the coefficient is not
significant and that the hypothesis of "no relationship" has to be upheld,
yields the inference that NIDB had distributed its finéncing-(regionally)
in the 1975-80 period such that many states ranking high on‘mahufacturing
did not rank high on its funds; and éonversel&, states ranking low on
manufacturing received proportionately high amounts of the bank’s financing.
The anaiyses in thévabove'respectS'and in respect of the other two
pairs of variables analyzed via rank-difference correlation thus produced
results which are consistent with the cumulative-percentage curve analyses
(IV.3,1). The analyses fairly reveal the convergence—inducing.dynamics
of NIDB financing patterns.visfa—vis the regional péttern df manufécturing
whose change (also in the direction of convergence) is slower and hardly |

perceptible.

V.3.3 NIDB "Favouritism'" and Internal Regional Efforts

A final line of enquiry gttempted to examine how, within its con-
.straining teﬁhnical criteria (of economic desirability, téchnical
feasibility and cémmercial viability), NIDB could favoﬁr states ranking
low on national manufacturing, and what internal efforts states make to
take advantage of NIDB financing capabiiities.

The examiﬁation of NIDB "favouritism" used indices of concentration
mirroring three criteria: the number of NIDB-financed enterprises in a

state vis—a-vis all manufacturing in the state; the total of NIDB
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financing in a state (cumulated Qﬁer the '1964-80 period) in relation to-
the equity component of project costs in the stateé anaitotel NIDB
financing in a state ﬁis—a-&is the total of client-project costs in the '
state, all cumulated over the study period. The results ofvthe.analyses
were summarized in a four-fold grouping of states (Table 31): those which
are convergence—fa?oured, convergence—disfa&oured, mixed and neﬁtral.».

Two of the fi&e states in the cngergence—faQoured group (that is,
ha&ing been rated fa&oured on at least two of the three criteria), ranked
18 (Borno) and 14 (So#oto) on 1980 manufacturing and need the.cenVergence—
favoured rating most in that group. Of the fi&e which are con&ergence—
disfa&oured, three (Bauchi, Benue and Gongola, respectively with lé80
rankings of 17, 15 and 15) need the convergence-rating e&en more. FEach
of the two states with "mixed" rating had at least one criterion on which
it was favoured but both were notvequally in‘need of "faQoﬁritism".

Niger state which.ranked 19 on 1980 manufacturing is most in need among
all the states. Finally, although.most of the seQen states with "neutral
rating (i.e. neither favoured nor disfavoured on at 1eaet two of the three
criteria) seem aBle to afford the neutral rating, three of them (Ogun,
Ondo and Oyo, respecti&ely with 1980 rankinge of 12, 12 and 11) woeld

need at least the "mixed" rating tOvimprOQed their relative.standiﬁgs.

The internal effort of regienal units to use NIDB financing capabi-
lities was investigated in two ways: the simple percentages of thev
criteria used for examining NIDB "favouritism',and sanction withdrawal.

In the first place, for instance, to the eitent that the number of
NIDB client enterprises in a state expressed as a percentage of all manu-

facturing enterprises in the state is low, to that much extent is the

state not using the financing facilities of NIDB. On this basis, states
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were grouped into two groups in relation to a national "average" derivea
from the analysis, those above and those below the average. Although
such states as Bauchi, Borno, Niger and Sokoto rank low on national
manufacturing, they emerge included among the 9 states iq the above-
average category of effort-making. On the other hand, such other low
ranking states as Benue, Gongola and Ondo which emerged included in the
below-average group of 10 states reflect Schatz's captial-shortage illusiqn
thesis., Although these states rank low on 1980 manufacturing, they have
not ‘sufficiently made the needed self-organization and effort to attract
NIDB financing.

On the other hand, the other method used for reflecting the extent
of internal regional efforts, sanctions withdrawal, is even more compatible
with the capital-shortage illusion thesis. It invol&ed‘expressing the
numbef of sanctions withdrawn in a state‘as a percentage of the gross
number of NIDB sanctions in the state to reflect how much the opportunities
which the state had was actually used. Se?en states suffered no sanction
withdrawal and thus had 0.0 per cent, reflecting the highest degree of
internal effort and least illusions regarding capital or financing nee&.
Thus, twelve states suffered sanction withdrawal including, again such
states as Benue (33 per cent), Bauchi (22 per cent) and Ondo (17 per cent)
which were among those least able to afford sanction withdrawal, and
should have made enough interval efforté to use the sactions actually made

to them and even attract more.

V.4 Concluding Remarks

Rather similar to the observations made in respect of the structural

dimension of Nigerian manufacturing and NIDB financing, the conclusion in
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respect of the balanced-development policy is thus that although Nigerian .
manufacturing pattern still remained polarized‘by 1980, there has been
an incipient trend in the direction of convergence. Aléo, since the
balanced-development policy came into prominence in the early 1970s, NIDB
has been making noticeable effort to constitute itself into a counter-
vailing force (vis-a-vis the circular and cumulative causation process)
in shaping the regional distribution of Nigerian manufacturing in the
direction of convergence. Obviously, it would take many more years for
the spatial structure tovreveal a significant shift. Since NIDB is a
public finance institution, its existing ;nti—disparity practices could
be expected to continueoconsistenﬁly into the future, unless public
policy takes a new turn. However, the process of inducing convergence
could.be furthered even more by the design and application of incentives‘
aimed at luring private-sector investment to appropriate locations,
especially at the project inception stage. Existing Nigerian exberience
in the design and implementation of incentive programmes2 should serve a
useful purpose in the refinement of details to accommodate the balanced-
development objective.

Further, the analysis of NIDB "favouritism" and internal regional
efforts underscores the fact that the critical actors whose number and
behaviour could accelerate or retard the slowly-emerging tendency‘towards
convergence are the individual production units or-establishmenté in
various states of the country. These enterprises need to be aware of

NIDB financing services in the first place. Any measure which serves to

2Nigerian Investment Promotion and Information Centre, Federal Ministry of
Industry, Op. Cit., (1980), pp. 238-239, for instance.
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increase thdt awareness and stimulate appropriate response wouid ultimately
help the convergence process. Suchvawareness—promotion measures could
include energetic information dissemination services by the state govern—
ments and relevant chambers of commerce and industry, periodic media
commentaries on NIDB's financing services aﬁd procedures, seminars aimed

at eliciting the complementary role of NIDB's long-term financing services
vis—-a-vis the relevant services provided by other financial intermediaries,
and active promotional involvement by NIDB itself.

In addition to the balanced-development issue, Nigerian manufacturing
is still undergoing its fundamental growth process. The issue of promo-
tional activity aimed at making the bank's services better known and
readily accessible would therefore be very ‘important for all parts of the
country, even if the balanced-development policy did not exist. It has
two related aspects: promotional;actiﬁity in the sense of getting NIDB
to selectively take fundamental initiati&es which could accelerate the
industrialization process; and relatedly, bringing even the routine
services of the bank closer to both existing and prospecti&e enterprises
in various parts of the country. |

In respect of strict promotional acti&ity (see the ten categories
outlined in Chapter Two, II.l.4), NIDB does not do much beyong being
represented on "all the Boards of projects (enterprises) in which it participates
financially".3 As for such strict promotional activities as-originating
and executing investment proposals, carrying out feasibility studies for

special projects or organizing general industrial surveys, NIDB does not

3Comment from the specific questionnaired enquiry in this respect.
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get involved. 1It's basic approach is to_sit and wait for prospective
client enterprises to come along and request its ser?ices. Its non-
involvement -in strict promotioﬁal activities such as the above might be
due to the distinct overlap it could create with the functional responsi-
bilities of such other public institﬁtions as the Ministry of Economic
Planniﬁg, the Federal Office of Statistics and some specialized research
institutes in the country. Besides, the limited prospect of financial
returns on.such activities within a reasonable period df time might be a
deterrent.

- On the other hand, the desirability of bringing the bank's services
closer to the diverse parts of the country from which interested entre-
preneurs haﬁe had to make long trips to NIDB ﬁeadquarters in Lagos isv
consistent even with the bank's sit—and—wait.approach.4 And it has made
efforts in that direction since the early 1970s. This has taken the form
of opeﬁing up area admiﬁistrations and liaison offices in various parts
of the country. .By the last quarter of 1980, there were five such area
administrations covering all 19 states in the country. Also, NIDB's
Bbard of Directors had approved the establishment of 14 liaison offices,
9 of which had not been specifically named (Table 35). The area adminis-
trations are intended to enable releyant entrepreneurs or investors to

use NIDB services without needing to travel to NIDB headquarters in Lagos

4The sit-and-wait approach is still appropriate for describing the long
list of promotional activities to be found in some NIDB publications
since ‘the fundamental processes are initiated by the client promoters:
see, for example, NIDB, NIDB Bulletin, Vol. 3, No. 2, Jan.-June, 1978,
p. 12. ,




TABLE 35: NIDB's Area Administrations and Liaison Offices, 1980.

Designation Location (Base) Creation Date States Served
A, AREA ADMINISTRATIONS

l. North-western area Kaduna (Kaduna state) October, 1972 Kaduna, Niger, Sokoto, and
administration ' Kano states

2. South-eastern area Aba (Imo state) May, 1973 imo, Anambra, Benue, Crossriver,
administration and Rivers states

3. North-eastern area Bauchi (Bauchi state) September, 1980  Bauchi, Plateau, Borno and
administration ’ Gongola states

4. South-western area Akure (Ondo state) September, 1980 Ondo, Oyo, Bendel and Kwara
administration states

5. Lagos area Lagos (Lagos state) August, 1980 Lagos and Ogun states

administration

B. LIAISON OFFICES

O ® N o

10,

Sokoto (Sokoto state)

Yola (Gongola.state)

- Makurdi (Benue state) August, 1980 .

Benin-City (Bendel

state)

Enugu (Anambra state)

Locations of 9 other
liaison offices not:
yet specified.

Source: NIDB, NIDB General Policies (Lagos: 19817), pp. 8-11.

9¢¢
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for appraisal of their'projects; They also supervise enterpriseé in which
NIDB'financeé are already invested. On the other hand, the liaison offices
are more or less like information offices intended '"to help existing and
prospective clients link up with NIDB's Head Office and Area Administra-
tionS".5 bThe apparent intention is to have at least a 1iéison office in
each state capital where an area administration office does not eiist.'

"It would therefor€ seem apparent that the bank is going all out to
fulfil its assigned function of medium- and long-term financing for
industrial development within the context of its policy environment. How-
ever, it would take some time to ascertain how effeétiVely.the.new branches
or offices could fulfil the roles for which they are established and how
much the volume of business would.justify the expenditure of public

resources involved in each case.

Finally, as indicated at various points in this study, the study of a
single secfor of the econémy could not provide a conclusive evaluation of
the equity or.balanced—development concept in Nigeria, especially as that
concept relates to the allocation of public investment. This is because,
the production structures for which each area or state of the country has
comparative advantages differ to a considerable extent. Thus, while the
balanced—devélopment policy could ultimately lead to the evolution of a
closely-knit pattern of complementary regional production structures, the
opportunities offered by the production structures (type of economic
activities) which could attract public encouragement would therefore differ

from one part of the country to the other and only a coverage of all

SNIDB, NIDB General Policies, Op. Cit., (1981?), p. 9.
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sectors of economic activity could yield a conclusive evaluation.
Industry or manufacturing seems to have attracted more attention because
of the trappings of modernity associated with it but it is nevertheless

one among many other sectors of the country's economy.

6Incidentally, this is also why the population variable which would be
appropriate in an all-sector analysis, .is not appropriate as a basis
for viewing or judging the adequacy of public investment in single-
sector studies.
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APPENDIX I: NIDB SANCTIONS AND DISBURSEMENTS, 1964 - 1978

NIDB SANCTIONS (4% 000 )

NIDB DISBURSEMENT (2'000 )

Years S % X3 % X5 s
EQUITY LOAN TOTAL HQUITY LOAN TOTAL
1964 958.0 2,417.4 3,375.4 508.0 2,257.4 2,765.4
1965 322.6 2,344.0 2,666.6 221.1 1,725.4 1,946.5
1966 110.0 617.0 727.0 71.1 380.0 451.0
1967 640.0 1,394.0 2,034.0° 600.0 650.0 1,250.0
1968 140.0 1,304.0 1,444.0 100.0 1,000.5 1,100.5
1969 730.0 4,086.0 4,816.0 360.0 1,907.8 2,267.8
1970 458.0 5,914.0 6,327.0 159.6 2,033.0 2,192.6.
1971 1,140.0 10,263.0 '11,403.0 584.7 3,564.4 4,149.1
1972 160.0 3,928.0 4,088.0 730.0 4,860.9 5,590.9
1973 2,393.0 15,393.2. 17,785.2 100.0 3,801.2 4,801.2
1974 2,242.5 17,045.0 19,287.5 1,463.8 5,897.9 7,361.7
1975 4:245.0 - ' 55,573.6 59,818.6 1,518.7 11,314.0 12,832.7
1976 5,880.0 45,503.0 51,383.0 4,275.0 27,109.9 31,384.9
1977 4,342.2 69,925.1 74,267.3 2,087.5 40,023.7 42,111.2
1978 2,749.1 32,039.7 34,788.8 5,286.9 40,565.7 45,852.6

Source: Enquiries at NIDB Headquarters in lagos, early 1981
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APPENDIX II: NIDB - ASSISTED INDUSTRIES AND NIDB NET FINANCING CUMULATED TO MATCH TOTAL MANUFACTURING DATA, 1965 - 1980
1 2 3 4 5 l - 6 7 l 8 9 10 11
Year TOTAL MANUFACTURING NIDB- ASSISTED INDUSTRIES AND NET FINANCING
No. of Paid-up | Total Client | Associated PROJECT QOST (#4' 000) NIDB FINANCING (#4'000)
{ Est lish—-{Capital(#'000) Employment Estabs(no. )Employment[™ o ..o 1 Total ity 1 Total
1965 776 134,934 95,614 44 12,071 18,255.3 | 14,701.8 32,957.1 1,280.6 4,761.4 6,042.0
1968 625 128,464 86,728 67 15,603 22,100.5 | 22,131.2 44,231.7 2,170.6 | 8,048.4 10,219.0
1969 639 160, 868 102,532 82 23,377 - 31,608.5 | 38,982.4 70,590.9 2,570.6 |11,738.4 14,309.0
1970 703 191,694 127,162 100 25,624 37,939.2 | 46,515.2 84,454.4 2,038.6 |15,114.4 18,053.0
1972 1,052 381,962 167,480 140 33,931 56,211.2 | 86,974.8 143,186.0 3,798.6 |25,815.9 29,614.5
1973 1,008 328,782 166,820 167 39,959 87,728.6 |138,456.5 226,185.1 6,073.6 |39,270.6 45,344.2
1974 1,036 373,171 175,287 186 45,400 149,392.6 |282,018.5 431,411.1 8,335.9 |54,025.6 62,361.5
1978 1,064 648,941 | 300,397 301 78,448 482,181.7 |1,109,587.6| 593,140.3 | 25,552.2 |254,727.0 (280,279.2
1980 2,930 2,030,393 291,874 381 88,109 593,544,4 {1,338,533.6 1,932,078.0| 36,836.2 |343,990.5 380,826.7
K

Sources: FOS sources cited at the bottom of Table 6A; and enquiries at NIDB Headquarters, Lagos, 1981. See bottom of Appendix V1A below.

Note: The data on this table starts fram 1965 because one of the measures used for total manufacturing (paid-up capital investment)
is available from that year forward. NIDB-related data has been cumulated appropriately to match the total manufactural data.
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APPENDIX ITI:NIDB NET FINANCING (SANCTIONS): ANNUAL TOTALS, 1964 - 1980

1 2 3 4 5 6 7 8
Year No, of Client | Associated PROJECT COST ( %' 000 ) NIDB Net FINANCING (3 000)
Establishments | Employment Equity Loans Total Equity Loan Total
1964 26 7,798 11,606.2 7,920.4 19,526.6 958.0 2,417.4 3,375.4
1965 8 1,273 6,649.1 6,781.4 13,430.5 322.6 3.344.0 77560.6
1966 7 875 204.0 736.8 1,150.8 110.0 617.0 727.0
1967 1,483 1,885.2 3,336.4 5,221.6 640.0 1,394.0 2,034.0
1968 7 1,174 1,556.0 3,346.2 4,902.2 140.0 1,276.0 1,416.0
1969 15 7,774 9,508, 0 16,851.2 26,3509.2 200.0 3,690.0 ,090.0
1970 18 2,247 6,330.7 "7,532.8 13,863.5 368.0 3,376.0 3,744.0
1971 29 6,759 12,766.0 31,002.5 13,768.5 700.0 7,147.5 7,847.5
1972 11 1,548 5,506.0 9,457.1 14,963.1 160.0 3,554.0 3,714.0
1973 27 6,028 31,517.4 51,481.7 §2,999.1 2,275.0 13,454.7 15,729.7
1974 19 5,441 61,664.0 143,562.0 205,226.0 2,262.3 14,755.0 17,017.3
1975 38 12,997 107,143.2 250,673.2 357,816.4 4,245.0 54,473.6 58,718.6
1976 26 8,707 127,132.6 209,573.2 426,705.8 5,880.0 44,953.0 50,133.0
1977 27 6,024 48,184.4 176,046.3 224,230.7 4.342.2 69,935.1 — 74,2717.3
1978 24 5,320 50,328.9 101,276. 4 151,605.3 2,749.1 32,039.7 34,788.8
1979 30 3,793 52,587.5 111,250.1 163,837.6 4,676.8 39,181.0 43,857.8
1980 50 5,868 58,775.2 117,695.9 176,471.1 6,607.2 50,082.5 56,689.7
Total 381 88,109 503,544.4 1,338,533.6 | 1,932,078.0 36,836.2 343,990.5 380,826.7
Source: See bottom of Appendix V1A below
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APPENDIX IV: NIDB NET SANCTIONS BY SECTORS, 1964 - 1974
No. of Associated PROJECT CQOST (3%'000) : NIDB PARTICIPATION (#'000)
ISIC OOIE Establishments Employment
. Equity Loan Total Equity Loan Total
28 2 450 188.4 324 512.4 30 180 210
29 0 0 0 0 0 ‘0 0 0
30 6 491 . 2,686 5,518 8,204 100 2,394 2,494
31 27 ’3,255 13,067.6 21,874.3 34,941.9 1,197.5 9,002 10,199.5
32 44 20,258 35,180.8 61,386.1 96,566.9 2,436 14,234 16,670
33 15 3,941 9,244 16,229.3 25,473.3 629.4 3 ,733 4362.4
34 5 469 972 517 1,489 10 462 472
35 30 3,738 11,718.3 24,616.8 36,335.1 640.5 6,745.7 7,386.2
36 10 B 2,798 53,277 116,660 169,937 1,709.5 8,594 10,303.5
37 1 365 318 522 840 43 250 293
38 34 5,149 - 14,215.6 19,380 33,595.6 1,090 5,423 6,513
39 12 2,486 8,524 14,990.5 23,514.5 450 3,007.4 3,457.4
TOTAL 186 43,400 ©149,392.6 282,018.8 431,411.4 8335.9 54,025.6 62,361.0

Note: The ISIC code numbers 28, 29, and 30 are arbitrary codes used for the few non-manufacturing enterprises financed by NIDB.
The codes, appropriately sequenced for computer-processing purposes, translate thus: 28 for mining; 29 for financial; and

30 for hotel and tourism.
text. See Table 11, for example.

Source:

See bottom of Appendix V1A below.

The ndrmal ISIC codes for manufacturing ( 31-39) have been translated in various tables in the




. APPENDIX V: NITB NET SANCTIONS BY SECTORS, ‘1964 - 1980°

No. of ‘Associated - PROJECT QOST (@' 000) NIDB PARTICIPATION (¥'000)
ISIC Code Establishments Employment
Equity Loan Total Equity Loan Total

28 - 2 450. 188 324 512 30 180 210
29 2 0 0 3,050 3,050 0 3,050 - 3,050
30 27 4,055 56,607.7 122,305.7 ©178,913.4 6,477.6 48,738.5 55,216.
31 65 19,881 189,744.3 395,525.8 585,270.1 11,109.9 90,106.5 101,216.
32 68 30,619 71,845.1 157,199.2 $229,044.3 4,791 43,641.6 48,432,
33 29 6,128 22,379.5 . 37,600.8 59,980. 3 1,314.4 15,131 16,445.
34 15 840 5,692.2 8,705.4 14,397.6 . 120 3,781 . 3,901
35 45 7,355 21,085.8 98,237.4 119,323.2 1,803.9 32,225.7 . 34,029,
36 33 4,380 137,462.3 295:640.4 433,102.7 7,100.8 46,177.7 53,278.
37 _

14 1,401 6,920 18,978.2 25.,898.2 163 8,977.0 9,140.
38 42 5,475 16,927.6 26,092.3 43,019.9 1,290.7 8,648 9,938.
39 .

32 7,525 64,691.8 174,874.4 239 ,566.2 '2.635.7 43,333.1 45,968,
Total 381 88,100 593,544.4 1,338,533 ,932,077.4 36,836.0 343,990.4 380,826,
Note: "I‘he ISIC code numbers 28,29, and 30. are arbitrary codes used for the few non—manufé.cturing enterprises finanoed by NIDB.

The codes, appropriately sequenced for computer processing purposes, translate thus: 28 for mining; 29 for financial, and

30 for hotel and tourism.
text. See Table 11, for example.

The normal ISIC codes for manufacturing ( 31-39) have heen translated in various tables in the

Source: See bottom of Appendix V1A below.
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APPENDIX V1A: NIBD NET SANCTIONS BY STATES, CUMULATED FOR 1964 - 1974
No. of Associated PROJECT QOST (3'000) NIDB PARTICIPATION (' 000)
States - Client Employment
Establishmentg

Equity Loan Total Equity Ioan Total

1. Anambra 15 2,599 3,271.5 5,476.3 8,747.8 340 2,836 3,176
2. Bendel 1 1,704 5.906.4 15.569.2 51, 475.6 I8 3 504 57
3. Borno 2 286 1,700 3,801 5,501 ) ) 860 860
4. Crossriver 5.157 35,720 65,940 101,660 1.619.6 7,880 5,499,
5. Imo 13 2,451 4,143.2 11,833 15,976.2 160 3,453 360
6. Kaduna 3,826 10,064 17,379 27,443 200 3,850 1,050
7. Kano 650 20 620 1,040 8 370 118
8. Kwara 7 2,402 6,538 11,354.8 17,892.8 1,159.5 3,370 1,509,
9. Lagos 93 22,864 5,182.2 75,005.9 80,278.1 3,380.8 15,6840 53,265,
10. Ogun 9 1,310 18,454 54,619.1 73,073.1 180 6.137.7 5,317.
11.0ndo 3 71,886 7,142 12,001 19,143 250 5 117 5367
12.0y0 2 198 1,484.9 2,315.8 3,800.7 100 1,820 1,920
13.Plateau 3 71 306.4 595 901.4 ) 347 7
14.Rivers 1 1,347 660 1,476.7 2.136.7 70 637 707
15.50koto 3 1,649 2,100 3,941.7 6.041.7 360 960 1,320
Total 186 45,400 149 392.6 282,018.8 431,411.4 8,335.9 54,025.6 62,361.

Sources: NIDB Annual Reports and Accounts, NIDB Bulletins and Enquiries at NIDB Headquarters in Lagos, Nigeria.

Notes:

(1) Project-cost values have been indicated here in order to indicate the cost structures of the associated
client enterprises.

(2) Only states with net sanctions in the 1964 - 1974 period are shown.
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APPENDIX V1B: NIDB NET SANCTIONS BT STATES, CUMULATED FOR 1964 - 1980

No. of Associated PROJECT COST ( #' 000 ) NIDB PARTICIPATION ( 2% 000 )
States EstablishmentT Enployment — - -
Equity Loan Total Equity Loan Total

1. Anambra 28 3,653 17,131.3 36,632 53,763.3 1,790.0 16,831 18,621.0
2. Bauchi 8 2,589 51,769.8 117,097.4 168,867.2 1,670.7 20,218.7 21,889.4
3. Bendel 21 3,482 15,405.8 36,213.2 51,619.0 1,508.0 14,814 16,322.0
4. Benue 3 625 38,651.8 88,800.0 127,451.8 1,080.0 11,400 12,480.0
5. Borno 996 8,219.0 16,551.0 24,770.0 950.0 6,170 7,120.0
6. Crossriver 13 4,154 53,410.0 105,089.7 158,499.7. 2,913.6. 21,998 24,911.6
7. Gongola 2 ’ 7,223 66,350.0 148,050.0 214,400.0 1,648.5 6,670 8.318.5
8. Imo 29 6,371 17,167.9 32,861.2 50,029.1 810.0 17,352 18,162.0
9. Kaduna 20 5,931 29,275.4 57,641.4 86,916.8 1,862.8 16,710 18 572.8
10.Kano 8 1,146 11,681.5 20,739.5 32,421.0 48.0 10,520 10,568.0
11.Kwara 23 3,056 11,882.0 22.418.0 34,300.0 1,269.5 10,847 12,116.5
12.Lagos . 138 31,614 119,592.8 246,004.4 365,597.2 9,469.3 81,851.6 91,320.9
13.Niger 5 4,801 33,768.2 84,015.0 117,783.2 2,430.0 10,955 13,385.0
14.0gun 32 3,501 46,296.3 165,580.4 211,876.7 3,401.2 45,692.7 49,183.9
15.0ndo 5 2,135 14,935.9 25,838.0 40,773.9 1,035.7 5,504.5 6,540.2
16.0yo 18 2,778 33,297.9 90,678.2 123,976.1 2,356.0 30,926 33,282.0
17.Plateau 71 332.8 686.7 1,019.5 0.0 427 427.0
18.Rivers 1,743 8,687.0 17,724.7 26,411.7 631.0 5,459 6.090.0
19.Sokoto 2,150 15,689.0 25,912.9 41,601.9 1,872.0 9,644 11,516.0

Total 381 88,109 593,544.4 1,338,533.0 1,932,077.4 36,836.3 343,990.5 380.826.8

Source: Same as for Appendix VI1A. Note: (1) Of course, this table includes the values shown in Appendix V1A. (2) Project-cost values have

been shown here in order to indicate the cost structures of the associated client enterprises.

444



APPENDIX VIC: NET SANCTIONS BY STATES, 1975 - 80 ( CUMULATED)
No. of Associated ! l !
States Code ' PROJECT COST ( #' 000 ) NIDB PARTICIPATION &% ! 000 )
Establishmentls Employment . : : - ': i
Equity ILoan Total Equity ! Ioan | Total
01 13 1,054 13,859.8 31,155.7 45,015.5 1,450.0 14,025.0 15,475.0
02 8 2,589 51,769.8 117,097.4 168,867.2 1,670.7 20,218.7 ©21,889.4
03 9 1,778 9,499.4 20,644.0 30,143.4 1,040.0 12,310.0 13,350.0
04 3 625 6,251.8 88,800.0 19,451.8 1,080.0 11,400.0 12,480.0
05 5 710 6,519 12,750.0 19,269.0 950.0 5,310.0 11,570.0
06 9 1,997 17,690 39,149.7 9,839.7 1,294.0 17,118.0 18,412.0
o7 2 7,223 66,350.0 148,050.0 214,400.0 1,648.5 6,670.0 8,318.5
08 16 3,920 13,024.7 21,028.2 34,052.9 650.0 13,900.0 14,550.5
09 11 2,105 19,211.4 40,262.4 59,473.8 1,662.8 12,860.0 14,522.8
10 5 496 11,261.5 20,119.5 31,381.0 0.0 10,150.0 10,150.0
11 12 654 5,344.0 11,063.2 16,407.2 110.0 7,477.0 7,586.6
12 45 A8,750 68,110.6 170,908.5 236,019.1 6,088.5 61,966.7 68,055.2
13 5 4,801 33,768.2 84,015.0 117,783.2 2,430.0 8,955.0 11,385.0
14 23 2,281 27,842.3 110,961.3 138,803.6 39,876.5 39,555.0 42,866.2
15 2 249 7,793.9 13,837.0 21,630.9 785.7 3,387.5 4,173.2
16 16 2,580 31,813.0 88,362.4 120,175.4 2,256.0 29,106.0 31,362.0
17 0 26.4 91.7 118.1 0.0 80.0 80.0
18 396 8,027.0 16,248.0 24,275.0 561.0 4,822.0 5,383.0
19 6 501 13,589.0 21,971.2 35,560.2 1,512.0 8,684.0 10,196.0
Total 195 42,709 444 ,151.8 1,056,515.2 1,500,667.0 28,500.4 289,964.9 1,223,393.7
Source: Same as for Appendix V1A,
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