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CURRENCY EQUIVALENTS

Currency Unit: Naira (N)

Prior to December 20. 1971:

US$1 = N 0.714
N 1 = US$1.40
N 1,000,000 = US$1.400,000

Since December 20, 1971:1/

US$1 = N 0.658
N 1 - US$1.52
N 1,000,000 = US$1,520,000

FISCAL YEAR

April 1 - March 31

Since April 1, 1974 the Naira has floated independent of the U.S. dollar.
Twice weekly, the Central Bank sets buying and selling rates for the U.S.
dollar and L sterling. The Naira has appreciated steadily vis a vis the
U.S. dollar, and by July 1, 1974 the average quotation was N 1 n US$1.622
or 6.7 percent above the previous central rate of N 1 = US$1.52. The latter
has been used for currency conversions throughout this report.
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CHAPTER I

REVIEW OF RECENT ECONOMIC GROWTH

Macro-Economic Trends

1. Analysis of current economic trends in Nigeria continues to be
hampered by the paucity of economic data. The latest available official
estimate of national accounts, for example, relates to 1969/70 (fiscal year
ending March 31) and excludes the three eastern states. Therefore, the
mission had to estimate the major macro-economic indicators for subsequent
years, using data provided by the Federal Office of Statistics and the Central
Planning Office. The following sections are based primarily on these estimates
and thus represent only a provisional assessment of current trends.

2. The end of the civil war early in 1970 was followed by a period of
rapid economic growth. In the two years immediately following the war, GDP
increased by some 50 percent in real terms. Even in 1969/70, continued invest-
ment activities and substantial revival of production outside the war-affected
areas had already resulted in a level of GDP higher than the maximum pre-war
level for the whole economy. The growth rate accelerated further after the
conclusion of the war as the economy responded quickly to the pent-up demands
of the war period, and investment and production which had been postponed
during the hostilities were rapidly realized. The real growth in 1970/71,
the first post-war year, was exaggerated by the inclusion of estimates for
the three eastern states for the first time since 1966/67. However, the
powerful resurgence of economic activity is underlined by experience in 1971/72
when investment expenditures increased by about one-third, exports by 20 per-
cent, imports by 22 percent and consumption expenditures by 11 percent.
(Table II. 1).

3. This rate of expansion in economic activities could not be sustained
since it obviously included a large element of "catching up". In 1972/73,
export growth was much lower and both imports and investment expenditures
declined in absolute terms. Temporary factors reduced output growth in agri-
culture and manufacturing industry in 1972/73 and 1973/74 (see paras. 12 and
17). However, viewing the two years together, the increase in GDP (at factor
cost) was roughly in line with longer term trends.

4. Recent trends indicate that the civil war did not permanently
damage the economy, but simply postponed the full impact of developmental
forces which were already emerging in the mid-1960s. The recovery from the
inevitable disruptive effects of the war has been unusually rapid, partly
because of the effective management of the economy and its external relation-
ships during and immediately after the war, and of fortuitous developments
in the international petroleum industry. The latter led to sharp increases
in both the price of crude oil and the share of the national economy in ex-
port income. The mission estimates that GDP over the three years immediately



Table II1.1 Macro-Economic Trends, 1965/66 - 1973/74

9Mision Estimates Annual Growth (Percent)
1965/66 1968/69 29 1912 119965/66-197/Z2L1 1971/72 19227. 1973/74

(Naira million, 1970/71 prices)

GDP at Market Prices 4134 3719 5320 6110 6481 6923 6.3 14.8 6.2 6.8

Terms of Trade Adjustment -48 -39 - m7). 165 1338 *

Gross Domestic Income 4086 3680 5320 6281 6646 8261 6.9 18.1 5.8 24.3

Resource Gap 86 78 68 -74 -205 -141 .4

Total Domestic Resources 17 2 3758 5388 6207 6 l 6.3 615. 3812

Consumptionl/ 3410 3115 4435 49?2 5233 5531 6.2 U1.O 6.3 5.7

Investment 762 643 953 1285 1208 1316 7.2 32.0 -6.0 8.9

Domestic Savings 676 565 885 1359 1413 2730

Net Factor Payments -163 -154 -340 -465 -395 -203

National Savings 513 411 545 894 1018 2527

1/ Three-year averages.

/ Trend value approximated from three-year averages.

/ Include change in stocks.

Source: Appendix Table 2.2.



following the civil war was almost 45 percent higher than in the three years
immediately preceding the war. This is equivalent to a growth rate of 6.3
percent per annum over the seven-year period compared to roughly 6 percent
per annum from 1958/59 to 1966/67. 1/ However, whereas growth in the earlier
period was widely based, and included substantial growth of agriculture in
the early 1960s, the recent growth of the economy has been mainly founded on
the petroleum and govrernment sectors.

5. The strong post-war recovery of production, supplemented by signifi-
cant gains in the external terms of trade, resulted in an increase of about
50 nercent in gross domestic income between 1970/71 and 1973/74. None the
less, Nigeria is still a relatively poor country with per capita income of
only N110 in 1973/74.

b. The savings performance of the economy since the end of the war is
r,oteworthy. A significant improvement in the terms of trade was in part
responsible for an increase in the national savings rate from an estimated
11 percent cf Grcss National Income (GNTY) in 1970/71 to about 17 percent
in 1972/73. The substantial increase in oil revenues (see para. 37) enabled
public sector savines to increase from less than 2 percent of GNY in 1970/71
to just under 5 percent in 1972/73.

7. Preliminary estimates show exceptionally high savings in 1973/74.
The increase in oil prices in the latter half of the fiscal year, resulted
in a substantial income gain from the terms of trade and in a considerable
expansion of government revenues. Neither the public sector nor the economy
as a whole could immediately utilize such large "windfall" income, so that
the savings rate _s estimated to have doubled to roughly one-third of GNY.

Income Distribution

8. The macro-economic trends in Nigeria over the last few years are
certainly impressive. However, such trends are not necessarily indicative
of changes in the general standard of living, particularly in the Nigerian
situation where recent economic growth has resulted primarily from the
phcnomenial growth of the oil sector which has only marginal links with the
rest of the economy. A more complete analysis of income growth over this
period requires a ̂ loser examination of the distribution of the incremental
income.

9. Public sector incomes have grown much faster than GNP. As a result,
the sha:e of pub.ic income in GNP valued at current prices increased from a
trend level of 11 percent in 1965/66 to .20 percent in 1971/72. Clearly,
the Pmb.1t:c sector has been the main beneficiary of economic growth in recent

1/ Three year averages centered on 1959/60 and 1965/66.
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years. It is more difficult to draw firm conclusions about trends in the
distribution of private income between rural and urban sectors. Value-added
in agriculture is probably a good proxy for rural private income, since there
are few economic activities in rural areas other than those related to agri-
culture and government income from the rural sector is small. Agriculture
value-added (at 1970/71 prices) increased at a meagre 2 percent per year from
1965/66 to 1971/72 or at about the same growth rate as the rural population.
Urban private income 1/, meanwhile, increased at about 7 percent per year, well
above the growth rate of urban population even after allowing for net migration.
The. urban sector also benefited from most of government expenditure on social
and economic services. However, food prices increased sharply after the war
so that the purchasing power of urban income was eroded. A definitive statement
about trends in rural-urban income shares is not possible in the absence of
reliable data about price movements affecting farmers and of trends in inter-
sector income transfers.

Sectoral Developments

10. The rapid expansion of economic activities in Nigeria over the last
five to ten years was accompanied by a substantial change in the economic
structure. The relative importance of the agriculture sector declined sharply,
its share in GDP falling from 60 percent prior to the civil war to 46 percent
in recent years. During this period, the share of the mining sector rose from
4 percent of GDP to 14 percent, and the relative contribution of general
government services doubled. Most other sectors maintained their relative
shares in the expanding level of total economic activities (Table 11.2).

1/ GNP at 1970/71 factor costs less agriculture valued-added (-rural income)
less value-added in petroleum mining (which largely accrues to the govern-
ment).
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Table II.2: ECONOMIC STRUCTURE AND SECTORAL GROWTH RATES, 1965/66-1973/74

Sectoral Distribution Growth Rate
/1 1965/66 /1 Mission Est.

1965/6G 1971/72 /1 1971/72 7T 1971/72 1972/73 1973/74
(as percent of GDP) (Percent)

Agriculture 60 46 1.7 8.9 3.3 -

Mining 4 14 32.5 41.7 16.2 3.9

Manufacturing 6 7 8.9 3.6 13.8 9.6

Construction 5 5 7.4 34.8 1.3 10.4

Transport and Utilities 5 5 6.8 19.6 16.0 5.4

General government 3 6 22.0 17.0 13.4 18.3

Other services 17 17 5.5 10.6 7.8 8.1

GDP at factor cost 100 100 6.3 14.7 7.9 4.6
(1970/71 prices) -

/1 Three-year averages, all percentages rounded.

Source: Appendix Table 2.1

Agriculture

11. Per capita output of the agriculture sector in recent years has
probably not exceeded the levels already achieved in the period immediacely
preceding the civil war. According to the Rural Economic Survey, the gross
value of major crops (valued at 1970/71 prices) produced in 1971/72 was only
some 11 percent higher than in 1965/66 (Table II.3) while population increase
over the period was probably around 11 percent also. 1/ The growth rates of
the various crops differ considerably. Cassava production increased sub-
stantially, apparently at the expense of yam, which is grown in the same
southern areas of Nigeria. Output of millet, sorghum, maize and rice, grown
mainly in the north, also increased substantially. Performance of the export
crops was particularly disappointing. Output of cocoa and palm fruits has
obviously not recovered to the pre-war level and there are no indications of
growth in cotton production.

1/ In its population projections, the U.N. uses a growth rate of 1.8 percent
per year for rural population in the period 1965-70.
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Table II.3: OUTPUT OF MAJOR CROPS, SELECTED YEARS

('000 tons)

1965/66 1970/71 1971/72

Yam 14,504 12,109 11,671

Cassava 2,929 5,142 5,807

Millet 2,686 3,057 3,563

Sorghum 4,168 3,989 4,860

Maize 1,142 1,420 1,171

Rice 228 276 399

Groundnut 1,363 1,556 1,604

Cocoa 306 196 272

Palm Fruits 5,750 4,900 5,000

Gross value of output
at 1970/71 prices
(N million) 1,577 1,643 1,748

Source: Rural Economic Survey, except for cocoa and palm fruits
which are estimated from export data.

12. There are no survey data on agricultural production since 1971/72,
but it is highly unlikely that the production of any major crops, except
possibly yam and cassava, has increased. Declining consumer prices for yam
and cassava may indicate increased output of these crops in 1972. On the
other hand, severe drought was experienced over the last two years in the
northern states and parts of the Western State. The adverse impact on food
crop and livestock production has been reported to be very serious, partic-
ularly in the northern parts of North Eastern, Kano, North Central and North
Western States. As a result, food prices have risen dramatically in these
areas. The drought also affected the production of cocoa, cotton and groundnut.

Petroleum Mining

13. The major dynamic forces in the Nigerian economy today come from
activities associated with the exploration and production of crude oil which,
however, remains very much an enclave industry, with employment at less than
10,000 and only marginal linkages with the rest of the economy. Output of



crude oil increased rapidly after the first commercial discovery made in 1956,
reaching a level of almost 600,000 bbls per day in mid-1967. Although on-
shore production was seriously disrupted by the civil war, resumption of
production began even bef^re the end of hostilities and output reached a level
of about 630,000 bbls per day at the end of the war. Since then production
of about 630,000 bls per day at the end of the war. Since then production
increased very rapidly as proven fields were fully exploited and the construc-
tion of loading facilities was quickly completed. This period of phenomenal
growth attributable mainly to the exploitation of fields which were not
accessible during the war, ended in early 1972 when production reached a
level of 1.8 million bbls/day. Since then output has continued to increase
but at a substantially lower rate, reaching about.2.0 million bbls/day In
mid-1973. 1/

MLanufacturing Industries

14. The rapid and sustained growth of manufacturing industry has been
one of the most irmoressive features of recent economic growth in Nigeria.
From a small base. the modern manufacturing sector maintained a fairly unin-
terrupted grcwth of well over 10 percent per annum since 1960. By 1971, total
em,ployment by industrial establishments employing 10 or more persons amounted
to about 145,000, with probably close to the same number employed by organized
smaller-scale enterprises. Development of the sector in the early 1960s was
primarily induced by the protectionist policies of the Government which en-
hanced the profitability of investment in import-substituting industries.
Protection was further increased during the war when wide-ranging quantita-
tive restrictions were introduced to contain the deterioration in the country's
balance of payments.

15. The manufacturing sector has not achieved any significant diversi-
fication beyond the typical import-substituting industries. In 1971, the latest
year for which survey data are available for the whole sector, food, beverage,
tobacco and the textile industries accounted for 53 percent of gross output,
and 57 percent of total value-added in the manufacturing sector. Among other
sub-sectors. none of which contribute as much as 10 percent of value-added,
the more imiortant are vegetable oil processing, paper products and metal
products. Value-added by craft-type industries (i.e., non-factory, small
scale industries) is estimated at about N 35 million or 10 percent of total
manufacturing value-added. Manufacturing industries are highly concentrated
in the Lagos area, which accounted for 57 percent of gross output in 1971.
In fact, four states in which the four major cities are located (Lagos, Ibadan,
Kano and Kaduna) accounted for some 80 percent of total manufacturing output
in 1971.

1/ Production temporarily peaked around 2.3 million bbis/day in the last
quarter of 1S73 when world supplies became tight as a result of the
production cuts of Arab producers.
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16. The growth of manufacturing output since the end of the war has
been rather uneven. According to the provisional index of manufacturing pro-
duction, aggregate output of manufactures increased by only 3.8 percent in
1971 compared to 11.5 percent in the previous year. Even this small increase
was attributable mainly to the resumption of production in some establishments
in the eastern states. The estimated growth rate increased to 14 percent in
1972, but data for the first quarter of 1973 indicate an index of industrial
output some 6 percent higher than the same quarter in the previous year.

Table II.4: INDEX OF MANUFACIURING PRODUCTION, 1969-1973

1969 1970 1971 1972 1972 1973
(1965 = 100) Ist Quarter

Beverages 150 189 222 326 283 283

Cement 58 60 65 116 90 118

Cigarettes 158 141 144 158 161 144

Cotton textiles 274 315 304 278 242 291

Footwear 291 423 398 385 395 352

Paints 164 265 270 322 315 300

Radio/TV assembly 246 341 258 213 215 205

Roofing sheets 142 185 285 365 363 333

Rubber 91 102 100 86 95 117

Soap and detergents 75 82 86 121 98 164

Vegetable oil 109 105 63 57 61 58

TOTAL 150 167 174 198 183 194

Source: Appendix Table 8.2

17. A closer examination of the production trends in the individual
subsectors (Table II.4) is less discouraging. The slow growth of industrial
production in 1971 was attributable largely to the decline in the output of
the cotton textiles, footwear and electronic assembly industries. These
industries faced increasingly severe competition from imported goods as a
result of the Government's policies to liberalize imports in order to alleviate
some of the inflationary pressures encountered immediately after the war.
Especially in the case of cotton and other textiles, imports increased at
a faster rate in 1971 than any plausible growth of domestic demand, thus
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indicating a replacement of domestic by foreign supplies. Even disregarding
the primary objective of abating the inflationary pressures, increased com-
petition for these industries, which have been heavily protected in the past
and for which protection today is still substantial, is not undesirable in
itself. The recent decline in production may be viewed as a process of
consolidation of these sectors since it followed a period of phenomenal growth,
all the industries concerned having recorded average growth rates in excess
of 25 percent per annum during the previous five years. Two other industries,
rubber and vegetable oil processing, also showed a declining trend over the
last three years but this was obviously the consequence of a stagnating
agricultural sector. Industries such as cement, paints, roofing sheets,
beverages, soap and detergents which were relatively unaffected by import
liberalization have increased production in line with the rapidly expanding
levels of investment and consumption in the economy. The rapid growth in
these industries is responsible for the average growth rate of 9 percent per
annum for the sector as a whole since 1970 despite the uneven performance
of some of the major sub-sectors.

Service Sectors

18. Another major growth sector in recent years is general government
services. During the war, value-added in the sector grew at over 20 percent
per annum largely because of expanding military expenditures. Since the end
of the war, a continued high level of military expenditures, expanding
administrative requirements of the twelve-state federation and increasing
economic and social services provieed by the public sector all contributed to
continued rapid growth in the sector. The other service sectors grew
moderately before 1970/71 but accelerated considerably since then in response
to the vastly increased pace of economic activities. It seems that capacity
is strained at present levels of output in several of these sectcrs, notably
transportation and construction. This is reflected in the deterioration of
services as well as rising prices. In the near future, the limited capacity
of these sectors could become major constraints on the economy's continued
growth.
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CHAPTER II

INVESTMENT - TRENDS AND POLICIES

19. Investment has been sustained at a fairly high level since the mid-
1960s. From less than N400 million in 1963/64, total investment expenditures
increased rapidly to over N600 million in both 1965/66 and 1966/67, represent-
ing about 18-19 percent of GNP. The public sector's program which was then
being implemented within the framework of the First National Development Plan
(1962-68) represented about one-third of the total but was somewhat below
the Plan's targets of N226 million per annum. On the other hand, private
investment consistently exceeded the Plan's estimates, largely because of
the rapid emergence of the oil sector in which investment expenditures rose
from negligible amounts in the early 1960s to N135 million by 1966/7.

20. The outbreak of the civil war in 1967 caused a sharp reversal of the
upward trend in investment. Total investment during the war period appeared
to have been about 15 percent of GNP, excluding the three eastern states.
Although reliable data on the composition of investment are not available,
the public sector program must have declined most sharply, particularly in
the war-affected areas. The private sector's activities were less severely
affected. Annual investment expenditures by the oil companies continued at
over N100 million, except for 1968, when expenditures declined to less than
N60 million.

21. Although no official estimates of investment expenditures are avail-
able beyond 1969/70, the evidence indicates a very sharp upturn in capital
formation. Table II.5 presents the Mission's estimates based on absorption
of building and construction materials, imports of machinery and transport
equipment and payments to foreign contractors by the oil companies. These
estimates indicate about a 50 percent increase in 1970/71 in real investment
expenditures from a depressed level in the previous year and continued sub-
stantial increases since then, except in 1972/73 when there was a small de-
crease in total expenditures. While these estimates by their nature probably
exaggerate the year-to-year fluctuations, it seems clear that investment
expenditure is currently at a high level, probably at about 19 percent of
GDP.



Table II.5: FIXED CAPITAL FORMATION BY TYPE OF ASSET, 1970/71-1973/74

(N Million, in constant 1970/71 prices)

1970/71 1971/72 1972/73 1973/74

Construction 451 607 618 685

Machinery and equipment 227 334 272 283

Transport equipment 125 173 130 178

Land improvement 60 75 80 80

Foreign oil contractors 90 96 108 90

GROSS FIXED CAPITAL FORMATION 953 1,285 1,208 1,316

(As percent of GDP) (17.9) (21.0) (18.6) (18.9)

Source: Mission estimates

Public Investment

22. Although the public sector investment program continues to be
implemented within the framework of the Second National Development Plan,
the size and content of the investment program have been substantially
revised. These changes are neither unexpected nor undesirable, considering
the circumstances under which the Plan was prepared. As published in the
1973/74 Budget, the Federal Government direct investment program 1/ has in-
creased from N 423 million to N 829 million, and the State's program from
N 931 million to N 1,556 million, i.e., the total direct investment program has
increased by about 76 percent. A large part of this increase is due to changes
in cost estimates which are attributable to the inadequate costing of projects
during the Plan preparation as well as to inflationary cost increases whicn
had not been adequately taken into account. For example, the Federal highway
program, which represents about half of the Federal Government's investment
program, increased from an original estimate of N 202 million to about N 440
million even though project content is largely unchanged. There have also
been the inevitable additions and deletions of projects, but it is not possible
to estimate the extent to which these changes have affected the size of the
program. Since the 1973/74 Budget was published, the Federal Government
announced a massive new program to build 54,000 low cost housing units in
all twelve states of the Federation. This program is expected to cost N500
million and, according to the Government, will be implemented over the next

1/ i.e., excluding essentially financial transactions such as grants to
States and loans to industry.
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three years. This and other similar programs indicate that the Federal
Government is prepared to use its surplus to finance large programs which
were not originally included in the Plan but which may contribute to allevia-
ting some of the glaring inadequacies in Nigera's socio-economic infrastruc-
ture. The Government's flexible attitude to Plan execution is also evidenced
by its decision to postpone the Third Plan by one year in order to complete
on-going projects while gaining additional time for better preparation of the
next Plan.

23. Executive capacity has increased substantially since the first year
of the Plan (1970/71). Implementation of the public investment program was
very low in 1970/71, since the Plan itself was not announced until September
1970 and the capital budget was not available until the end of the fiscal
year. The Federal Government completed only N 29 million of its program in
1970/71 while the state governments completed N 103 million. Direct invest-
ments by the Federal Government rose to N 85 million in 1971/72 and further
to around N 150 million in 1972/73. Data on state governments' investment
expenditures are less reliable, but the total apparently reached about N 190
million in 1971/72. Preliminary estimates show States' capital expenditures
for 1972/73 as high as N 290 million (see para. 51). Total direct investment
expenditures of the Federal and State Governments over the first three years
of the Plan period amounted to roughly 36 percent of the revised Plan's total.
of course, these "completion ratios" simply reflect financial outlays and do
not provide firm clues about the rate of physical implementation of the Plan
and of the present investment capacity of the public sector.

24. A full assessment of project implementation capacity must await the
Second Progress Report covering the first three years of the Plan. This
report is currently being prepared. However, preliminary views can be formed
from the available Budget data. With regard to the Federal program, it is
clear that, in spite of considerable improvements, executive capacity is still
inadequate in most areas, with the possible exception of the highway sector.
In industry, for example, it appears that none of the major projects will be
completed within the Plan period. In fact, none of the proposed projects
except for the passenger car assembly, superphosphate fertilizer and second
petroleum refinery projects have progressed beyond the very early stages of
preparation. Outside of the highway and general administration sectors,
total direet investment expenditures of the Federal Government is barely
about W 100 million during the first three years of the Plan. Since financial
resources were clearly not a binding constraint during the last two years,
the slippages in the Federal program are attributable almost entirely to the
lack of project preparation and implementation capacity.

25. There are little data on the sectoral distribution of the state
government's investment expenditures. Available information indicates that
expenditures on secondary roads and social services such as education and
health have been relatively high. Performance differs considerably among
the states, however, with some states over-fulfilling the Plan's targets in
some sectors, while in other states implementation has barely begun. As with
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the Federal Government, lack of project preparation and executive capacity
represent the major constraints on the Plan's implementation. Some state
governments also complain, however, that shortages of funds have effectively
constrainted their investments.

Private Investment

26. The recent bouyancy of investment activities, compared to pre-war
levels, is partly attributable to the private sector, particularly the oil
sector. In 1970/71, total investment expenditures by the oil companies are
estimated at N163 million, about twice the pre-war level after correcting for
price inflation. Since then investment on pipelines and loading terminals
continued to expand and total expenditures valued at 1970/71 prices reached
N194 million in 1972/73 (Table II.6). About half of oil sector investment is
done directly by foreign contractors and has only marginal impact on the rest
of the economy. The other half is undertaken by the oil companies themselves
or by a group of local contracting companies which has developed rapidly in
recent years to service the oil companies.

27. There are little data on private investment outside the oil sector.
It appears that such investments, derived as a residual from estimates of
total investment, were some N640 million in 1970/71, about 37 percent higher
than the pre-war level in real terms, and rose to about N860 million in 1971/72.
These estimates, based on data for imports of capital goods, may exaggerate
somewhat the sharp upturn in investment, but there is no doubt that private
investment was unusually high in the two years immediately following the war.
This was especially true in 1971/72 when substantial liberalization of imports
coupled with the strengthening of the Government's domestic and international
economic position led to a veritable explosion of investment activities. The
exceptionally high level of expenditures in 1971/72 evidently could not be
sustained and total expenditures appear to have declined by about 20 percent
(in real terms) in the following year. Indications are that expenditures have
again increased in 1973/74. Non-oil private investment averaged about 13 per-
cent of GNP outside the oil sector, from 1970/71 through 1972/73.

Table II.6: INVESTMENT EXPENDITURES BY SECTOR, 1965/66 - 1973/74

Average
1964/65-1966/67 1970/71 1971/72 1972/73 1973/74

(? Million, 1970/71 prices)

Public 212 148 245 340 410

Private - oil 80 163 182 194 181
non-oil 470 642 858 674 725

TOTAL 762 953 1,285 1,208 1,316

Source: Mission estimates
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28. The available data on private investment in specific sectors confirms
the general impression of a greatly expanded level of expenditures. For ex-
ample, the Federal Office of Statistics' survey of manufacturing industries
indicates a 67 percent increase in total expenditures in 1970 compared to the
previous year, and a further 52 percent increase in 1971. Unlike the uneven
performance of the sector in terms of output, the expansion of investment
expenditures seems to have a broad base and includes many industries in which
production has either stagnated or declined since 1970. The Annual Business
Survey conducted by the Central Bank also confirms the rapid expansion of
investment expenditures in industry, transportation, hotels and utilities,
particularly in 1970 and 1971. No comparable data are available for 1972,
but the substantial reduction in machinery imports indicates a decline in
capital formation in the sector as a whole. The level of machinery imports
during 1973, on the other hand, suggests a revival of investment in the manu-
facturing industries.

29. The high level of capital formation seems to strain the capacity
of the construction industry. As a result, the cost of construction has been
rising sharply. Costs of building construction, for example, are estimated
to have increased by 15 percent in 1970, 25 percent in 1971 and 20 percent
in 1972. Data from the Federal M4inistry of Wiorks and Housing indicate that
trie cost of road rehabilitation work, measured by average cost per mile, has
more than doubled in the last few years. There also appears to be a generai
shortage of cement and other building materials. The capacity of the con-
struction industry could become a major constraint to the continued rapid
expansion of investment activities.

Government Policies

30. Government policies towards private investment had been limited
largely to the protection of domestic industries from external competition.
Since independence in 1960, Nigeria has moved from a relatively open economy
towards a highly protected domestic market. This resulted in an industrial
structure dominated by a small number of high-cost, import-substituting, in-
dustries. The development of consumer goods industries with low value-added
progressed further than intermediate and capital goods industries, and export
industries lacked incentives.

31. A clearly defined objective of government policies towards the
private sector over the last three years is increased Nigerian equity parti-
cipation in and management of the economy. This objective is being approached
in two ways. The government itself is taking the initiative in acquiring
equity in the strategic and larger-scale industries. At the same time, it
has formulated a timetable for the compulsory transfer of equity share from
foreigners to Nigerians in a number of economic sectors.

32. Considerable progress has been achieved in both areas, the most
notable being the Government's participation in oil production. In addition
to its roughly one-third share in the two minor producers, the Government



- 15 -

in 1973 acquired a minimum 35 percent participation in the largest oil produc-
ing company which accounts for two-thirds of current output. A minimum one-
third participation in all oil producing and exploration companies is expected
during 1974. 1/ It has been estimated that the initial investment by NNOC
would be recovered in two-three years, but it may now be even faster because
of the recent sharp rise in crude oil prices. The Government over the past
year also acquired 40 percent share of the three major expatriate commercial
banks as well as the majority share of several new large-scale industrial
enterprises. In the future it intends to own the majority share of all
strategic and large-scale industrial projects such as the proposed liquified
natural gas project, fertilizer, steel and the second and third oil refineries.

33. Indigenisation of the private sector is presently being pursued under
the Nigerian Enterprise Promotion Decree of 1972. Enterprises in retail trade,
modern services and several categories of small-scale manufacturing industries
(Schedule I) are reserved exclusively for Nigerian ownership by April 1, 1974.
For another list of mainly medium-scale manufacturing industries (Schedule
II) the Decree requires by the same date a minimum 40 percent Nigerian owner-
ship if the paid-up capital of the enterprise exceeds N400,000 (or turnover
exceeds N1,000,000) and 100 percent Nigerian ownership otherwise. The manu-
facturing enterprises included in Schedules I and II accounted for somewhat
less than 50 percent of total value-added in the manufacturing sector in 1971
but there is no doubt that the Decree represents only the first step of a
long-term policy to increase Nigerian participation in all sectors of the
economy.

34. Special measures have been taken to facilitate orderly financing of
the indigenisation program. Total paid-up capital of the enterprises under
Schedules I and II is estimated to be about N100 million and by 1967 a sub-

*stantial share (56 percent of Schedule I and 32.4 percent of Schedule II)
was already Nigerian owned. Nonetheless, the financial cost of implementing
the Decree will probably be about N100-150 million since valuation of the
enterprises will take into account expected return from investment and
significant working capital will also be required. Accordingly, the governmen-
established the Bank of Commerce and Industry (BCI) in 1973 for the purpose
of providing funds to Nigerians for purchasing equity capital in commerce and
industry and for financing working capital. BCI began operations in October
1973. Guidelines have also been issued for controlling repatriation of capiLai.
In the case of Schedule I enterprises valued up to 150,000, N10,000 may be
remitted on approval and the remainder in semi-annual installments of up to
N30,000. At least 50 percent of the proceeds from the sale of Schedule II
enterprises are expected to be re-invested in Nigeria, with the remainder sub-
ject to the same rules as for Schedule I enterprises. Special arrangements
would be worked out on a case by case basis for the repatriation of capital by
those investors wishing to leave Nigeria.

1/ The Government announced in May 1974, that its participation in virtually
all foreign oil exploration and production companies has been increased
to 55 percent, effective April 1, 1974.
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35. Indigenisation is being implemented with considerable flexibility.
Exemptions have been granted for individual cases with merit. Foreign capital
will continue to be available so long as an expanding economy and government
policies ensure a reasonable rate of return. The overall objective of current
policies is to ensure that foreign investment is complementary to, rather than
competitive with, indigenous capital. In fact, as expatriates, who by and
large represent the more experienced entrepreneurial and managerial capability
in the country, shift progressively to larger-scale, and possibly higher risk,
ventures and indigenous entrepreneurs replace them in the more traditional
sectors, there is no reason why the indigenisation policy should not lead to
an increase in the level and scope of overall investment in the country.

36. Accelerated industrial development need not conflict with the policy
of indigenisation. There is a wide range of industries in which the Government
visualizes a continued and expanding role for foreign enterprise as a comple-
ment to domestic capital. Foreign capital and knowhow will continue to be
available as long as an expanding economy and Government policies ensure a
reasonable rate of return to investment. Clearly, sustained high rates of
industrial growth along with successful indigenisation requires an effective
and coordinated policy toward industrial incentives. In any case, the present
system of incentives, which evolved in the context of a resource-scarce
economy, needs to be adapted in the light of the strong balance of payments
pcsicion. The Government now has considerable flexibility in choosing policy
instruments to assure the competitiveness of domestic industries. Subsidy
schemes for domestic industries based on the number of employees or the value
of exports may have several advantages over the existing industrial incentive
system based on tariffs and import restrictions. Promotion of new industries
like agricultural tools, light engineering goods and construction materials
would help diversification. In some of these industries, technology is
relatively simple and small-scale operations are economically feasible. To
the extent such industries are usually located near their markets, the ccming
decade will offer more opportunities for balanced development among the many
regions of the country. An industrial development strategy aimed at the rural
and lower-income urban markets rather than the urban and higher-income markets-
towards which past developments have been oriented-would also be consistent
with the Government's strategy for rural development and improving the standard
of living of the urban poor.



CHAPTER III

FISCAL AND MONETARY TRENDS

Public Finances

37. The main feature of the country's public finance in recent years
has been the increasingly strong position of the Federal Government. In the
fiscal year 1971/72, which marked the transition to a strong financial posi-
tion, the current budget surplus of N 445 million was equivalent to 7.2
percent of GNP at current market prices, compared to a negligible surplus
of N 30 million in the previous year and a huge deficit in 1969/70. Not-
withstanding a considerable salary increase and the simultaneous decline in
non-petroleum revenues, the current surplus was still almost 6 percent of
current GNP in 1972/73.

38. The major element in this transformation of the Federal budgetary
picture was the increase in revenues from the petroleum sector. Whereas
total expenditures increased by N530 million between 1970/71 and 1972/73,
governmental revenues from the petroleum sector rose from N196 million to
N732 million. This exceptional growth occurred mainly in 1971/72 and was
the result of higher royalties and profits tax per barrel of oil produced
as well as of the phenomenal growth in production between 1969 and 1972
(para. 13). Government revenue per barrel of oil produced was first increased
substantially by the May 1971 agreement between Government and producing com-
panies, which raised the base posting of Nigerian crudes, eliminated a number
of deductions, added premia for low sulphur content and geographical location,
and included automatic adjustment for inflation. These measures effectively
raised Government revenue from NO.79 per barrel (of 340 API crude produced
onshore) before March 20, 1971, to N1.23. During the following two years,
re-negotiation of the tax-reference price to compensate for exchange rate
changes and the application of price escalation clauses in the 1971 Agreement
led to further increases in Government revenue which reached N1.28 per barrel
in January 1973, and X 1.45 six months later.

39. A major upward shift in oil revenues occurred in 1973/?4. Follow-
ing the unprecedented rise in prices on the international oil markets during
1973 (para. 58) and the unilateral increases in the tax-reference price by
most of the major oil producing countries in October 1973, the Government
and the oil companies agreed in November 1973 to immediately raise the tax-
reference price of Nigerian crudes from N2.80 ($4.26) per barrel prevailing
in October to N5.47 ($8.31). 1/ On January 1, 1974, the tax-reference price
was again raised to N9.62 ($14.62) in accordance with similar decisions by
the other OPEC countries. These series of increases effectively raised
Government revenues per barrel of oil from the N1.52 prevailing in October

1/ Effective from October 20.
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873 to N5.62 in January 1974, an almost 300 percent increase in the course of
three months. In addition, Government was reportedly able to increase its oil
revenues in the last few months of FY 1973/74 by taking its royalties entitle
ment in kind rather than in cash because the world market prices then rose
above the tax-reference price. Accurate information on these transactions are
not available, but total revenues from petroleum profits tax, royalties and
rents are estimated to be about N2250 million in 1973/74 compared to the Budget
estimate of N860 million, and an actual revenue of N732 million in 1972/73.

40. Non-petroleum revenues increased substantially in 1971/72, then
remained roughly the same in 1972/73. The main factors which influenced the
level of non-petroleum revenues in this period were the fluctuations in import
levels and changes of several tax rates. Import duties grew by about 30 per-
cent in 1971/72 in line with a considerable growth of imports and fell in
1972/73 along with a decline in commodity imports. The fall in revenues was
accentuated by the lowering of duties on raw materials and various consumer
goods which reduced the average import duty from 27 percent in 1971/72 to 26.3
percent in 1972/73. The budget for 1972/73 also reduced excise duties by one-
1-_=f on several items (e.g., textile piece goods, carpets, blankets, confec-
r-onery, soaps, paints, furniture and reinforcing rounds) which probably
yielded as much as 50 percent of excise revenues in 1971/72. Production of
some excisable goods also fell, thereby accentuating the fall in revenues.
The war-time surcharge on company profits, which added N22 million to revenues
in 1971/72, was abolished. In addition, revenues from export duties fell in
recent years because of the stagnation of traditional agricultural exports.

41. Apart from some minor adjustment in tariffs, largely to increase
protection for the garment, textile, footwear and motor tire industries, the
major change proposed in the 1973/74 Budget is the abolition of export duties
on Marketing Board produce. This is one element of a general reform of the
pricing and taxation of export commodities. -A main objective of the reform
is to increase producer incentives through higher and fairly stable prices.
The export tax has been abolished, produce sales taxes limited to a maximum
rate of 10 percent, and basic producer prices have been raised closer to
f.o.b. prices. 1/ The following data shows the changes in producer prices,
gross of producer sales tax, in recent years:

1/ Recently, the produce sales tax was also abolished and producer prices
were raised substantially, particularly for palm products, groundnuts
and cotton.
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1970/71 1971/72 1972/73 1973/74
…- (N per ton)--

Cocoa 310 310 310 400
Groundnuts 80.43 80.43 81.60 94.25
Seed Cotton (grade I) 115.26 115.26 134.40 134.40
Palm Kernels 60 62 62 62
Palm Oil (special grade) 84 90 90 100

The other objective of the reform is to improve the efficiency of export
commodity marketing by squeezing the Marketing Board's cost margins which
are generally considered to be unduly high. The Federal Government (through
a technical committee and its sub-committees working within the Ministry of
Finance) will set both the producer price and the price at which the Nigerian
Produce Marketing Company (NPMC), the export agency, will acquire produce
from Marketing Boards.

42. The Budget's revenue projections appear very conservative. Petro-
leum revenues will clearly be much above the Budget estimate (see para. 39),
partly because they were originally under-estimated but mainly as a result of
unexpected large increases in the posted price. Import duties were set at
the 1971/72 level, but commodity imDorts were growing at an annual rate of
around 30 percent in the first half of 1973. The budget also forecast little
change in excise duties, an unlikely outcome in the light of the recovery of
manufacturing production in many sectors. Consequently, Federal revenues
from the non-petroleum sector may be around N685 million or 24 percent higher
than estimated in the Budget.

43. Current expenditures of the Federal Government increased rapidly
during the last two years, following a small decline in 1970/71 from the
war-time level. Payment of salary increases recommended by the Adebo Com-
nission accounted for about one-half of the total increase in the two years,
assuming that the Adebo recommendations involved an average increase of 25
percent in the wage bill. 1/ Most of the growth of expenditures occurred
in 1972/73 when salary increases, retroactive to September 1971, were paid
to the military. Within the rapidly growing current expenditures, the share
of non-defense expenditures rose from 32 percent in 1970/71 to 37 percent in
1972/73. Among non-defense expenditures, the main increases have been for
general administration. 2/ The main increases seem to relate to payments to
the National Universities Commission (from N17 million in 1970/71 to N31
million in 1972/73), various pensions charged to the Ministry of Establish-
ments and Service Matters, subventions to the Nigeria Broadcasting Corporation
and the prison service (Ministry of Internal Affairs). Some of these increases
probably represent once-for-all changes in the level of operation so that the
high rate of growth may be temporary.

1/ IBRD, Current Economic Position and Long-Term Prospects of Nigeria,
Vol. IV, Annex 3, p. 11. It is not possible to identify specific
provision for the Adebo payments owing to the format of the Budget.

2/ The "functional" classification is based on broad expenditure heads and
is indended to give a general indication of trends. No attempt has been
made to re-classify sub-heads of expenditures, e.g., funds for education
budgeted under the Cabinet Office which is a "general administration" head.



Table II.7. FEDERAL GOVERN1MENT F'PANCES, 1969/70 - 1973/74

Mission
Actual Budget Estimate

1969/70 1970/71 1971/72 1972/73 1973/74

(N Millions)

Recurrent Revenues 435.8 755.6 1304.L 1389.9 1411.4 2935

(Oil revenues) (68.0) (196.5) (610.0) (732.0) (857.9) (2250)

(Import duties) (161.4) (231.0) (299.8) (273.5) (257.2) (340)

(Excise duties) (78.0) (131.8) (171.7) (182.7) (167.0) (200)

(Other) (128.4) (196.3) (192.9) (201.7) (129.3) (145)

Statutory Transfers to States 179.4 245.7 327.4 322.6 343.4 573

Retained Revenues 256.4 50909 977.0 1067.3 1068.0 2362

Recurrent Expenditures 507.1 480.0 531.8 663.2 893.5 860

(Defense) (381.3) (324.4) (328.8) (419.7) (502.9) (465)

(General Services) (43.0) (53.4) (79.0) (89.9) (155.2)

(Economic and social services) (38.9) (47.6) (61.0) (73.7) (121.3)

(Other) (42.9) (54.6) (63.0) (79.9) (114.1)

Current Surplus (+) or Deficit (_) -250.7 29.9 U5.2 404.1 174.5 1502

Source: Appendix Tables 5.2 and 5.3.
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44. Defense expenditure declined in 1970/71 and was held well below
the war-time levels in 1971/72 (see Table II.7). In 1972/73 there was a
marked increase in the absolute amounts spent on defense due to the general
salary increases, including a substantial retroactive element.

45. Recurrent expenditures of the Federal Government (including current
and capital defense expenditures) are budgeted at N893 million for 1973/74.
Compared to actuals for 1972/73, defense expenditures are budgeted to in-
crease by 20 percent, expenditure for general services by 73 percent, and
for economic and social services by 65 percent. Although public expenditure
per capita in Nigeria is very low and there are many deficiencies in social
and economic services, there are doubts whether such high rates of growth of
public expenditure could be achieved. Nonetheless, even with current exnendi-
tures increasing roughly in line with budgeted amounts, the Federal Govern-
ment's current budget surplus for 1973/74 is estimated at around 5,500 LaIllion,
equivalent to 16 percent of GNP (Table II.7). Sizeable amounts have been
allocated for special expenditures since approval of the Budget, e.g., at
least N 24 million for drought relief and associated programs. There is,
however, no question that an unprecedentedly large surplus will be generated
by the Federal Government in 1973/74.

46. In contrast to the continued strengthening of the Federal fiscal
position, state governments are barely able to finance current expenditures
from their current revenues. The combined current surplus of the stace gov-
ernments was around 1.3 percent of GNP in 1971/72, roughly similar to the
1970/71 level. There may have been a small current account deficit in
1972/73, because of the slow growth of revenues from import and excise duties
which constitute the bulk of state revenues (see para. 47) and an apparently
large increase in current expenditures reflected in the official revised
estimates (see para. 49).

47. In recent years statutory allocations from the Federal Government
have accounted for almost three-quarters of the-states' current revenues.
Statutory allocations are drawn from revenues accruing on account of foreign
trade duties, excise duties and mining royalties and rents. In recent years
some 40 percent of the statutory transfers have been revenues returned to
the states in which they wqre originally generated, with the proportion
rising to as much as one half in 1972/73. The remainder is allocated among
states on the basis of "equality", i.e., 50 percent in equal absolute amounts
and the rest pro-rated by population. The State Governments do not share in
the petroleum profits tax, by far the largest element of Government revenues
from the oil sector, or in royalties received from offshore production, so
that their share of total oil revenues is only about 12 percent. Mining
royalties and rents doubled since 1970/71, but foreign trade and excise
duties have grown relatively slowly on the average because of reduced tax
rates, lower commodity imports in 1972/73 and slow growth of traditional
agricultural exports. For 1973/74, the mission estimates statutory transfers
from the Federal Government at N570 -million compared to a budget estimate of
N340 million. The main source of additional revenue is the states' share of
oil royalties. As a result of the higher posted prices states' royalty rev-
enue is estimated at N 320 million, well above the budget estimate of around
N150 million.



Table II.8. STATE GOVERNMEITS' FINANCES 1969/70 - 1973/74

Mission

ActuAl Prel. Est. Budget E;tma

&v7Q ritv2 l 12L-97 1973/74

(N Hillims) 

Recurrent Revenues 251.6 339.7 436.2 445.2 540.0 713

(Statutory transfers from the 11

Federal Government) (179.4) (245k7) (327.4) (322.6) (343.4) 2 (573)-

(Own Revenues) (72.2) (9400) (108.8) (122.6) (196.5) (140)

Recurrent Expenditures 233.2 278.4 352.6 449.5 522.8 500

Current Surplus (+) or Deficit (-) 28.4 61.3 83.6 -4.3 17.2 213

1/ Includes N34 million compensation for loss of export duties.

Source: Appendix Tables 5.1 and 5.5.
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48. The States' own revenues increased fairly rapidly since 1970/71.
The annual increase of 14.4 percent is only slightly below the average GDP
growth in current prices outside the oil sector for the three years imme-
diately following the civil war. Except for Lagos State which derives a sub-
stantial proportion of its income from personal income tax, about 55 percent
of States' own revenues are derived from non-tax elements such as licenses and
fees and as much as a further 20 percent from -minor sales taxes, poll taxes,
etc.

49. Current expenditures of state governments grew by about 27 percent
in 1971/72. The increase of W74 million in current outlays, probably included
as much as N 26 million (or 35 percent) for higher salaries under the Adebo
Award (see para. 43). Other components of current expenditure also increased
substantially because of the need for adequate administration in the newly
created states and the demands of a rapidly growing population for basic
social and community services, e.g., education and health, which are the con-
cern of the states. The revised estimates for 1972/73 showed a further growth
of around 27.5 percent and a further 18 percent is budgeted for 1973/74.
While there are obviously enormous needs for the services provided by the
state governments, implementation may be impeded by the lack of execut4 ve
capacity and actual expenditure growth may be somewhat lower. For example,
current expenditures of the old regional governments grew by 8.4 percerl per
year in 1961-66 and expenditure growth in 1971-72 was 17.6 percent, excluding
the estimated Adebo payments.

50. The consolidated capital budget of Federal and State Governments
(Table II.9) shows that in 1971/72 available financial resources were consi-
derably above (N 270 million or 4.4 percent of GNP) the amount needed for
financing capital expenditures. The main factor was the large current surplus
of N 529 million generated mainly-by the Federal Goverment. A large increase
of investment, together with extraordinary growth of current expenditures and
lower non-oil revenues resulted in a small domestic financing gap in 1972/73.
Preliminary estimates indicate sizeable overall surplus again in 1973/74, in
spite of a substantial increase in expenditures.

51. The comfortable financial position of the general government hides
wide differences between Federal and State Governments. In the period '970/71
through 1972/73, the current savings of state governments declined while ca,-
ital expenditures increased substantially. As a result, the states relied in-
creasingly on various capital allocations from the Federal Government and in
some instances apparently usdd credit mechanisms such as bank overdraf-ts ax.
delayed payments. The Federal Government is concerned that "the financia
position of state governmenrs gives cause .or anxiety" 1/, and has accordingly
increased its capital payments to states (grants, internal development loans,
treasury loans, and foreign loans on-lent to states) from N27 million 'i .7v;7,
to N222 million in 1972/73. According to preliminary estimates, t.e .
position of the states improved considerably in 1973/74 owing to the increased
oil royalties (see para. 47) and further increases in Federal capital alloca-
tions.

1/ Press statement.by tbe ;dra,l.Cofiemionere for Finance, April 1973.



Table II. 9. FINANCTNG CAPITAL E1f0iD1TIJi, 1969/70 - 1973/74

Prel.
Actual_ Budget Estimate

196970o 1970/7 P1 971/72 1972/73 1973/74

(N Millions)

A. Federal Government

Current surplus (+)/deficit (-) -251 30 445 404 174 1502
Capital expenditures 63 77 235 434 906 681
(of which payments to States)l/ (18)3/ (27) (96) (222) (346) (308)
Overall surplus (+)/deficit (-) -314 -47 210 -30 -732 821
External financing, net 2 -5 73 -1 61 2
Domestic financing, netiC 312 60 283 31 671 -823

B. State Governments

Current surplus (+)/deficit (-) 28 61 84 -4 17 213
Capital expenditures 83 119 195 293 515 410
Overall surplus (+)/deficit (-) -55 -58 -111 -297 -148 -197
Capital receipts from Federal Gov. 18 27 96 222 346 308
Other2.' 37 31 15 75 152 -111

C. General Government (= A+B)

Current surplus (+)/deficit (-) -223 91 529 400 191 1715
Capital expenditures 128 169 334 505 1075 783
Overall surplus (+)/deficit (-) -351 -78 195 -105 _884 932
External financing, net 2 -5 .73 -1 49 -10

Disbursement (20) (15) (86) (15) (77) (18)
Repayment (-18) (-20) (-13) (-16) (-28) (-28)

Domestic financing, net2/ 349 83 -268 106 835 -922

1/ Grants, internal development loans, treasury loans, and external loans.
2/ Residual.
3/ Does not include grants so that general government capital expenditures involves some double counting.

Source: Appendix Tables 5.1, 5.6, 5.7, and 5.8.
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Prices and Monetary Developments

52. The inflationary pressures of the immediate post-war period abated
considerably during 1972. The average price increase of only 2.8 percent was
similar to the average annual increase during the first half of the sixties
and contrasted strongly with experience in the previous three years when
inflation ranged from 10-16 percent per year. 1/ Prices actually fell during
the second half of 1972 and by the beginning of 1973 average prices were 3.5
percent lower than one year earlier. Since then, however, prices of both food
and non--food items have been rising, and by June 1973, food prices were roughly
the same as in June 1972. On the average, food prices increased by just under
2 percent in 1973 and the overal rate of price increase was moderate.

53. The changes in the overall index mainly reflect movements in food
prices (see Table II.10) which are themselves the result of shifts in the food
supply-demand balance. Staple food production apparently grew faster than
population during the first half of the sixties, so that food prices were
remarkably stable. During the civil war, food prices actually fell as the
food-deficit eastern parts of the country withdrew from the national economy.
Prices rose sharply from 1969 through 1972, however, as the full impact of
demand was felt immediately with the reintegration of the eastern areas into
the economy while, naturally, a much longer time was needed to restore produc-
tion and normalize distribution. As far as commodities other than staple
foods are concerned, the progressive liberalization of imports since 1970
probably contributed to stabilizing prices of domestically produced goods
through the increased availability of competitive imports. However, during
1973 non-food prices, especially for clothing and accommodation, increased
rapidly.

Table II.10: COIIPOSITE CONSUMER PRICE INDEX, 1960-1972

Index Annual Change
All Items Food Non-Food All Items Food Non-Food

(1960 =100) (Percent)

1960-62 (average) 106.1 109.3 103.5 - - -
1964-66 (average) 116.7 116.4 116.9 2.4 1.6 3.1
1968 120.3 112.6 126.7 - - -
1969 132.3 133.9 131.0 10.0 18.9 3.4
1970 150.6 164.4 138.8 13.8 22.8 5.9
1971 174.7 211.4 144.1 16.0 28.6 3.8
1972 179.6 216.6 149.2 2.8 2.5 3.5
1973 187.4 220.8 161.7 4.3 1.9 8.7

Source: Central Bank and Appendix Table 9.1

1/ The composite consumer price index is a weighted average of price indices
based on household budgets of urban workers (in the nine largest cities)
with basic earnings not exceeding N800 per year. In some cases the house-
hold budget surveys relate to 1953. Food, with a weight of 45.5 percent,
iS the main component, while accommodation, clothing and drinks account
for a further 28.7 percent.
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54. The rapid growth of money supply during the civil war was another
source of inflation. During this period the money supply, including savings
deposits, grew at 15 percent per year and the ratio of money supply to GNP
rose from 13.2 percent to 16.2 percent. The main source of growth of the
money supply was a substantial increase in net credit to the public sector
to cover the considerable budget deficit resulting from financing the civii
war. The increase in the internal public debt was mainly in the form of
Treasury bills (90 days maturity) and certificates (1-2 years maturity) and
contributed to a high degree of excesss liquidity among commercial banks,
which were the chief purchasers.

Table II.11: EXPANSION IN MONEY AND CREDIT, 1960-1972

Net Changes /1 1960-63 1963-66 1966-70 1971 1972

.-edit to public sector /2 30.2 86.0 548.4 -182.4 - 13.4
(Treasury bills and certificates) ( - ) (68.0) (664.0) (80.0) (30.0'
(Development stock) ( - ) (94.6) (138.8) (76.0) (54.0)
Credit to private sector /3 90.8 106.0 167.4 140.4 16~.6
Toreign assets, net -17.4 - 10.2 2.6 164.0 96.4
Urclass±iied assets, net -25.0 - 26.0 -265.2 -105.4 -182.6
Less time deposits 20.0 38.0 125.4 - 10.8 44.6
Total = Money supply /4 58.6 117.8 327.8 5.8 111.6
(As percent of average GNP) (10.9) (12.9) ( 13.8) (12.6) (,2.9,

/1 Changes in outstanding assets and liabilities of the banking system as at
end December.

/2 Net of deposits.
/3 Including marketing boards.
/4 Currency, demand deposits and savings deposits.

Source: Central Bank, Appendix Table 6.1

55. The comercial banks were well-placed to provide substantial addi-
tional credit to the private sector at the end of the war, given their large
holdings of liquid government debt. The sharp improvement in Federal Govern-
ment finances in 1971 (see para. 38), meant that credit expansion could be
geared almost entirely to the needs of rehabilitation and expansion of private
sector activities which had been hampered during the war. Therefore, credit
to the private sector rose from N 472 million at the end of 1970 to 1N 778
raillion at tne end of 1972, i.e., at an average annual rate of 28.5 percent,
while total cz.eat outstanding of N- 1,318 million at the end of 1972 was only
t,D percent: higher than in 1970.

5O. The Central Bank attempted to regulate credit expansion in order to
contain inflationary pressures as wel. as to ensure distrioution among sectors
and between Nigerians and non-Nigerians in accordance with Government's
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priorities. The actual increase in credit to the private sector far exceeded
the guidelines in 1970 and 1971, partly because traditional techniques of
control could not be effective, given the excessive liquidity of the coumer-
cial banks. This type of guideline was dropped in 1972, but the Central Bank
continued to issue directives about the desirable composition of credit.
These guidelines aimed at increasing the share of credit for "production,"
public utilities and transport, and reducing the share of general commerce.
The latter was facilitated by the mandatory foreign trade credit system
during 1971. However, in general, the commercial banks have not satisfied
the guidelines (see Table II.12).



- 28 -

Table II.:2 SECTORAL DISTRILUiTION OF CR8DIT, 1970-1973

Guidelines for Period Ending Actual at
Dec. 1970 Dec. 1971 March 1973 Dec. 1970 Dec. 1971 March 1973

(percentages)

Total 100.0 100.0 100.0 100.0 100.0 100.0

(Annual Growth) (20.0) ( 8.4) ( . ) (44-7) (42.9) (15.0)

Production 33.4 39.6 45.o 33.0 35.5 36.4

Agriculture 3.0 4.6 L.0 2.0 1.9 2.8

Mining 1.4 2.3 4.0 1.9 2.3 1.3

Manufacturing 21.3 25.1 30.0 21.7 23.8 23.8

Real Estate and
construction 7.7 7.6 7.0 7.4 7.5 8.5

General Commerce 47.8 46.3 32.0 47.7 44.1 34.5

Exports 25.5 20.5 10.0 19.8 18.3 11.6

Imports 11.9 15.6 10.0 17.0 12.6 8.2

Domestic Trade, etc. 10.3 10.0 12.0 10.9 13.2 14.7

Services 5.8 5.7 11.0 5.6 7.0 8.3

Public Utilities 1.2 0.3 3.0 0.2 0.7 0.6

Transport 4.6 5.4 8.0 5.4 6.3 7.7

Other 13.0 8.4 12.0 13.7 13.4 20.9

Personal and Professional 4.0 3.0 6.o 6.6 6.6 9.4

Sources Appendix Table 6.2
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CRAPTER IV

EXTERNAL TRADE AND BALANCE OF PAYMENTS

External Trade

57. Petroleum exports have dominated Yi-eria's international trade in
recent years. Unlike the immediate post-war period, however, increases in
export volume have been moderate since early 1972 and the substantial rise
in earnings is attributable primarily to recent price increases. Following
a rise of 165 percent in the physical quantity of crude oil exports during
the two years 1970-71, export volume increased only by a further 30 percent
by the end of 1973.

58. Export earnings of crude oil, as reported by the oil companies,
amounted to an average of $2.70 per barrel during 1972, the increase in price
from $2.46 in 1971 being attributable mainly to the devaluation of the US
dollar. From late 1972, however, crude oil prices began to rise sharply as
a result of excess derand in the world market. Information on bulk transac-
tion prices of crudes is not available, but spot prices (of relatively small
quantities) are reported to have exceeded the tax-reference Drice of S3.30
by May 1973. By July, spot prices of $4.40 were reported and continued to

rise rapidly. Although movements in spot prices exaggerate price changes
-compared to prices for larger transactions on long-term contracts, there is

little doubt that realized price for crude oil in general rose dramatically
over this period. These phenomenal price movements culminated in the price
-. evisions of October 1973 and January 1974 (para. 39) which raised government's
take from about $2.31 to $8.54 per barrel. As a result of this increase in
tax cost, f.o.b. price for bulk sales of Nigerian crude was probably in the
range of $5.70-$6.00 per barrel during the last few months of 1973, and probab-
ly rose to about $10.00 per barrel by early 1974. Export earnings of the oil
sector are estimated at about N1,840 in 1973, representing about 83 percent of
the countryts total export earnings, and will probably double in 1974.

59. In contrast to the continued rise in export earnings from petroleum,
the value of Nigeria's traditional exports stagnated from 1969 to 1971 and

declined markedly in 1972 (Table II.13). Both the quantity and the price of

traditional exports fell sharply in 1972, resulting in a 30 percent decline
in total earnings. Mainly because of a sharp rise in international cormiodity

prices, earnings from non-petroleum exports recovered to the 1969 level of
about N370 million in 1973. I-owever, this is still well below the levels of
about N400 million achieved in 1965 and 1966.

60. The decline in the volume of traditional export is attr-_butable
mainly to the stagnation o_ agricultural production. Cocoa output, for
example, is roughaly the same as _n the mid-sixties (average of 260,000 to-.s
in 1969/70-1971/72 as agaims; 250,003 tons in 1964/65-1966/67). DiminIshing
output coupled with rapidly rising domest-ic consutapiorn resulted in even
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sharper decline in the export volumes of groundnut and palm oil. The disrup-
tion to production during the civil war together with rising domestic demands
have resulted in a virtual end of palm oil exports. Despite the substantial
increase in world market prices, ft'-volume of groundnut exports fell by some
80 percent from 1969 to 1972 due to rising domestic consumption of groundnut
oil resulting, in part, from the shortages and rising price of palm oil.
Substantial smuggling of groundnut and cocoa have also been reported.

Table II.13: TRENDS IN VOLUME AND PRICE OF TRADITIONAL EXPORTS,
1965-1973

1965 1969 1970 1971 1972 1973
-- (Index number 1970 - 100)- -

Volume 141 104 100 104 84 88
(Groundnuts) (176) (180) (100) ( 47) ( 37) ( 67)
(Cocoa) (130) ( 89) (100) (138) (116) (109)
(Palm Kernels) (225) ( 97) (100) (131) (115) ( 67)

Average Price 79 91 100 87 72 98
(Groundnuts) ( 99) ( 91) (100) (119) (120) (153)
(Cocoa) ( 49) ( 89) (100) ( 78) ( 65) ( 77)
(Palm Kernels) (108) ( 93) (100) ( 91) ( 62) (127)

Source: Appendix Table 3.2 and Federal Office of Statistics

61. Merchandise imports also grew rapidly in the first three post-war
years, the main factors being the liberalization of import restrictions and
the revival of economic activities. During the civil war, a number of restric-
tions were placed on current payments, import licensing was widespread,
certain imports were prohibited, and duties were increased. The 1970/71
budget considerably reduced the number of goods which were prohibited or
subject to individual license and lowered the import surcharge. The restric-
tions were further liberalized in April 1971 when most specific license re-
quirements were-dropped and a system of compulsory deferred payments was in-
troduced, whereby payments for goods were delayed for 90 to 180 days after
arrival. These measures, coupled with the rapid expansion of economic activi-
ties, led to the almost doubling of imports in real terms between 1969 and
1971 (Table II.14). Considerable stock-piling of imported goods apparently
also occurred in 1971 because of a general expectation of renewed foreign
exchange shortages and re-imposition of tight restrictions. However, the
1972/73 budget carried import liberalization even further as several cate-
gories of imports were put on a sight payment basis, another 13 categories
(e.g., agro-chemicals, cement, buses, sugar) were moved from the 180-day to
the 90-day payments list, and payment terms for imports of plant and machinery
were relaxed. This evidently led to a significant draw-down in the stocks of
some types of imported goods in the second half of 1972 and a consequent de-
cl_..e in new imports. More important, economic activities-particularly in-
ve__.._nt-declined somewhat in 1972 compared to 1971. As a result of these
two factors, the volume of imports fell by 7.9 percent in 1972. This decline
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proved to be temporary as, with the revival of investment in 1973, imports -

valued at current prices - during the first six months of 1973 were 16 percent
higher than in the corresponding period of 1972. Preliminary estimates for
1973 as a whole, show imports of about N1,234 million or some 26 percent
higher than in 1972.

Table II.14: MERCHANDISE IMPORTS, 1969-1972

Value Growth
1969 1970 1971 1972 1973 1970 1971 1972 1973
-- ----- (N million) ---------- Percentage- ----

Consumer goods 148 218 349 379 464 47.3 60.0 8.6 22.4
Non-durable (129) (180) (277) (273) (325) 139.5) (53.9) (-1.4)(19.0)
Durable (19) (38) (72) (106) (139)(100.0) (89.5) (47.2)(31.1)

Producer goods 317 520 715 599 770 64.0 37.5 -16.2 23.5
Intermediate (145) (209) (257) (234) (322) (44.1) (23.0) (-9.0)(37.6)
Capital (172) (311) (458) (365) (448) (80.8) (47.3)(-20.3)(22.7)

Total imports 465 738 1,064 978 1,234 58.7 44.2 -7.9 26.2

1965 1969 1970 1971 1972 1973
(1970 - 100)

Volume index 80 70 100 136 125 134
Price index 91 94 100 105 105 122
Value index 73 66 100 143 131 163

Source: Appendix Tables 3.4 and 3.6

62. Consistent with the expansion of consumption and investment activi-
ties, imports of both consumer and producer goods rose substantially during
1970 and 1971 (Table II.14), and consumer goods imports continued to rise in
1972 and 1973. Food imports, in particular, rose rapidly from N44 million
in 1969 to N100 million in 1972 and an estimated N 133 million in 1973. Im-
port of consumer durables such as passenger cars has also increased steadily
since the end of the war. Producer goods imports, on the other hand, were more
volatile and, following increases of 64 and 37 percent in 1970 and 1971, declined
by 16 percent in 1972. The decline was particularly marked for imports of
capital equipment which fell by 20 percent. Available data indicate, however,
that imports of intermediate and capital goods in 1973 were about 28 percent
higher than in 1972.
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Balance of Payments

63. The balance of payments of Nigeria in recent years is characterized
by its increasingly dual nature. The oil sector is generating substantial and
rapidly expanding surpluses, while the rest of the economy is faced with
persistent and deepening deficits. The oil sector surplus is so large,
however, that the country's balance of payments position is unquestionably
strong.

64. The oil sector's net foreign exchange contribution to the economy
has risen more rapidly in recent years than the value of oil exports. Net
foreign exchange earnings of the oil sector increased from N253 million in
1970 to N797 million in 1972, an increase of 215 percent, while gross export
earnings rose by 129 percent over the same period. The main reason is the
larger government "take" per barrel of oil through substantially increased
taxes and royalties. Furthermore, imports of goods and non-factor services
per barrel of oil produced have also been declining. As a result, the national
income share of gross export earnings rose from about 50 percent in 1970 to
around 67 percent in 1972. The November 1973 revisions of the tax agreement
which resulted in additional government income per barrel of oil exported,
ard the NNOC's acquisition of 35 percent equity participation in the major
oil company, further raised Nigeria' s share in total export earnings to
over 80 percent in 1973.

TABLE II.15: OIL SECTOR BALANCE OF PAYMENTS, 1970-73
Prel.

1970 1971 1972 1973
(N millions)

Exports, f.o.b. 517 981 1,186 1,842
Imports, c.i.f. 52 51 45 40
Balance 465 930 1,141 1,802

Non-Factor payments, net -81 -114 -148 -150
Factor income, net /1 -220 -320 -322 -150
Current balance 164 496 671 1,502

Direct investment, net 8s 120 130 32 /2
Short-term capital, net 4 ,-12 -4 -
Overall balance 253 604 797 1,534

/1 Residual

/2 Reflects cost of participation in the oil industry

Source: Appendix Table 3..
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65. The overall deficit of the rest of the economy increased steadily
from N192 million in 1970 to N831 million in 1972 (Table II.16). Over this
period the trade deficit increased from N 292 million to N663 million, while
net service payments abroad which averaged about N185 million in 1970 and
1971 rose to N 235 million in 1972 when restrictions on foreign income repatria-
tions were eased. Private direct investment fell in 1972, when the overall
rate of fixed investment apparently also fell (see para. 21). The net offi-
cial foreign capital inflow rose from Nll milL-on in 1970 to N56 million in
1972 as external aid activities expanded with the restoration of peace-time
conditions, but remains a relatively small part of total capital inflow.

Table II.16: SUMMARY BALANCE OF PAYMENTS, 1970-73
Prel.

1970 1971 1972 1973
(N millions)

Non-Oil Sector
Exports, f.o.b. 374 364 251 365
Imports, c.i.f. 666 1,009 914 1,167
Balance -292 -645 -663 -802

Non-Factor payments, net -75 -66 -80 -103
Factor income, net -112 -111 -155 -150
Transfers, net 45 1 -15 -35
Current balance -434 -821 -913 -1,100

Direct investment, net 121 114 92 60
Other private capital, net /1 110 198 -66 -394
Official capital 11 32 56 53
'-;a oil sector, net -192 -477 -831 -1,381

plus Oil Sector, net 253 604 797 1,534

OVERALL BALANCE 61 127 -34 153

/1 Including changes in arrears on commercial payments, errors and omissions.

Source: Appendix Table 3.1

66. In recent years Nigeria added substantially to its foreign exchange
reserves. The surplus of the jil sector together with considerable build-p?
of arrears of commercial payments (included as "other private capital" ,n
Table II.16) exceeded the deficit of the non-oil sector. Ii 1972 there was a
small loss of reserves as a result of the policy of liquidating the payments
arrears. None- eless, o-s reserves at the end of 1972 were N285 million
or equivalent to aLmost 4 months' imports compared to ' 120 million or 3 or..;.s
imports in 1969. It must be stressed t-hat imports _n 1969 were ralativel1y
low because o. tl.e war-cime cortrols and had about doubled by 1972.
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67. Nigeria may have earned an uncommonly large balance of payments sur-
plus in 1973. Despite a sharp i=pMovement in the trade balance from N480
million in 1972 to N1,000 million in 1973, recorded gross foreign exchange
reserves only increased by N163 million. The effect of higher oil prices and
earnings on foreign exchange is probably lagged by a few months, so that a
part of the accrued increase in reserves is relflected in unusually large
errors and omissions. 1/

68. Commitments and disbursements of official external aid remain rela-
tively small, although they have increased noticeably over the last few years.
Debt service payments amounted to only N 37 million in 1972, equivalent to
only 2.4 percent of export earnings. -The debt service ratio was even lower
in 1973.

/ By the end of April 1974, official gross reserves (as reported in IFS)
had reached N1,000 million compared to N390 million four months earlier.
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CHAPTER V

MEDIUM TERM ECONOMIC PROSPECTS

69. Nigeria now has the opportunity to achieve a significant improvement
in the general standard of living within a relatively short time-span. At
least over the next Plan period, the achievement of this potential will
depend not so much on the ability of the economy to mobilize its resources,
as on its ability to allocate and use the available resources efficiently.
This is now clearly the Government's view regarding the development prospects
of the economy over the next 5 to 7 years. Nigeria will embark on its Third
National Development Plan in 1975 from an unprecedented high level of investment
both in the private and public sectors, and with a substantially strengthened
position of the indigenous population in the national economy (See Chapter II).
The major tasks of the Government are to prepare and implement a substantially
enlarged public sector investment program and to formulate and execute economic
policies which would ensure a continued expansion of private investment.
Closely related also is the objective of increasing indigenous participation
in and share of the future income arising from these investment activities.

Third National Development Plan

70. During the past year, the Government was able to turn its attention
increasingly from the Second Development Plan, which was concerned mainly with
the problem of reconstruction and rehabilitation, to 'longer-term development
prospects and in particular to the preparation of the Third National Development
Plan. Recognizing the substantial slippages that are being experienced in the
implementation of the current Plan, the Government decided to postpone the
beginning of the next Plan by one year to allow for the execution of current
projects. The Third National Development Plan will cover the five years from
April 1, 1975 to March 31, 1980.

71. In contrast to the crisis atmosphere associated with the preparation
of the Second Plan, Government has started to prepare the Third Plan in good
time and with considerable organization. As with all previous examples of
national planning in Nigeria, the public sector investment program will
represent the core of the Third Plan. In the past, however, the Government
did not provide a policy framework for the executing agencies, with the result
that the investment program was often not addressed to any coherent set of
well-defined goals. The Government issued "Guidelines for the Third National
Development Plan, 1975-1980" in July 1973, in order to set the policy frame-
work for the executing ministries or agencies in the public sector to articu-
late development projects and programs for inclusion in the Plan, as well as
to give the private sector an opportunity to comment on the Plan's objectives.
The present timetable calls for the submission of proposed projects and pro-
grams by the executing ministries and aRencies in both the Federal and State
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Governments to the Central Planning Office by early 1974 and the announcement
of a draft Plan later in the year. This would allow for some general dis-
cussions of the draft before finalizing the Plan in March 1975.

72. The "Guidelines" generally reiterate the policy objectives presented
in the Second Plan, but more than ever before, the importance of agricultural
and rural development is emphasized. "While the non-agricultural secors can
be expected to be increasingly important in the future, agriculture will
continue to be the mainstay of Nigeria's economy. In the first place, zh.aL
sector will still have to furnish the bulk of employment and income for t'ne
nation's population. Secondly, agriculture will have to meet most of Nigeria's
rising demand for food, feed and raw materials and industry. With population
expanding at about 2.5 percent yearly, urbanization increasing, and incomes
projected to rise sharply, the demand for more and better food and for raw
products such as cotton and kenaf will grow rapidly. Finally, agriculture
will have to continue as an important earner of foreign exchange. Thus,
accelerating Nigeria's agricultural growth is essential for the country's
further progress. Within agriculture, increased importance is given to food
crops development since at the present rate of growth of supplies, Nigeria wi'll
not be able to feed its people in the next decade unless there is a radical
departure from existing attitude to and investment in agriculture." A wide
Zange of policies and programs would be strengthened or introduced for the first
-'me to achieve these objectives. The Federal Government has reformed the

Marketing Board system with a view to increasing producer prices and stimulat-
ing output; rehabilitation and new planting schemes for tree crops have already
been started; the Nigerian Agricultural Bank has been established; construction
and maintenance of feeder roads and produce evacuation roads will be emphasized;
efforts will be made to streamline input distribution services; and the
Government will establish food processing plants and foster the integration
of timber production with forest industries.

73. The need to promote rural development in more general terms is also
recognized. It is stated that "the next National Development Plan will contain
an explicit rural development and transformation program going beyond the
area of agriculture and encompassing all facets of rural life and conditions
and aiming at providing more productive work opportunities and, therefore,
an equitable distribution of the national income and a higher standard of
living in the rural area". It will also be "the policy of state governments
during the next Plan period to ensure that no community of 20,000 people or
wmre shall be without these essential services (water supply, hospital and
health center, schools and electricity) and the Federal Government will pro-
vide special grants to facilitate their supply".

74. A major goal of industrial development policies will be the attain-
ment of greater inter-industry linkages and more intensive use of local raw
materials. Import and excise duties and provision of funds for research are
seen as major policy instruments. The Guidelines stress that "a new attitude
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and approach to export industries is necessary" and that, in addition to
developing traditional agro-based industries, Nigeria "should start now to
think and make long-term plans for a major effort ... in non-traditional ex-
port industries like petrochemicals ... simple machinery and equipment, especial-
ly small scale agricultural machinery, tools ... l. As a starting point, "a
study and possibly a program of export incentives and promotion techniques
will be undertaken". Many projects in which the Federal Government intends
to participate, e.g., fertilizer, LNG, iron a2._ steel, will slip from the
Second Plan in-o the Third Plan industrial A.-vestment program and it is also
hoped to include an indicative list of projects for private investments es-
pecially for small scale industry.

75. Executive capacity is repeatedly identified as a binding constraint
on the growth of the economy. "The difficulties that are being encountered
in the implementation of projects in the current Plan make it clear that a
general shortage of qualified personnel has become a major constraint to
agricultural development". In transport, "there is a serious lack of execu-
tive capacity even for implementing existing programs". Shortages of manpower
and managerial skills are also identified as major obstacles to development
in industry, communication and education.

76. The "Guidelines" project an annual growth rate of GDP over the Plan
period of 9.8 percent in current prices, or 7.8 percent in constant prices.
Over this period, government savings in the form of budgetary surpluses are
expected to be sufficient to finance the public sector investment program that
is likely to be implemented. "Finance is not likely to constitute an insur-
mountable obstacle to development efforts in the next Plan period". Similarly,
'as far as the next Development Plan is concerned, foreign exchange is un-
likely to feature as a major problem," because after financing all external
transactions relating to both current and capital needs it may be possible to
add to our external reserves about N1500 million during the Third Plan period
alone."

77. In sum, the Guidelines provide a frank assessment of past performance
in plan formulation and implementation. They also rightly emphasize that the
central aim of future development should be to utilize oil resources for pro-
moting rapid development in the rest of the economy generally and the rural
sector in particular, and for ensuring a more balanced development among the
regions. These considerations are reflected in the strategy and priorities
proposed for the Third Plan. The planners are fully cognizant of the problems
posed by the lack of well-prepared projects and of executive capacity. A
large program of project preparation has already been started. Consultants,
both Nigerian and from abroad, have been engaged to assist the Federal and
State Ministries in preparing projects in agriculture, industry and transport.

78. International agencies are also assisting in the identification and
preparation of projects in edzatiion and health. While these efrorts are
considerably more thban ever attempted before, they are small relative to t2ha
magnitude of the program that is required and financially feasible. Sustair.ea
and even more extensive project preparation will be required not only before
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1975, but during the Plan period itself. At least during the Plan period,
the rate at which the public sector will be able to increase its capacity to
prepare and implement development projects will depend, in part, on its
ability to import the necessary skills and technology from abroad.

Economic and Financial Prospects

79. The Basic Economic Report examined Nigeria's economic prospects
through the early 1980s, in some detail. GDP was projected to grow at about
8.2 percent per year in real terms over the twelve years following 1970/71. 1/
In terms of time-phasing, the oil sector would lead with high rates of growth
in the early and middle 1970s, slowing subsequently to some 3-4 percent per
year. The other sectors of the economy would then provide the momentum of
growth. The projections assumed that agriculture, livestock and forestry
output would increase at a rate only slightly above 3 percent per year. The
nodern sectors of the non-oil economy-manufacturing, construction, transport
and utilities--would sustain the momentum of growth increasingly over time
with rates ranging between 12 and 15 percent per year. With regard to the
country's financial prospects, the Report projected that the combined Govern-
ment recurrent surplus would probably exceed public investment until about
1983/84. The balance of payments was also expected to be in surplus through-
out the 1970s, with accumulated resources amounting to the equivalent of
nine-months imports by 1980. Substantial draw-down on accumulated reserves
Tas projected immediately thereafter, however.

80. While economic developments over the last two years have confirmed
to a large extent the above assessment, the sharp rise in oil prices during
the last few months of 1973 will result in a level of government revenues
much larger than projected in the Basic Report. As a result of the develop-
ments described in paras 39 and 58, total Government revenues from the oil
sector are now expected to amount to about N4,500 million in FY 1974/75, if
prices stabilize at the January 1974 level. Assuming that the OPEC countries
continue to increase the price of their crudes in accordance with the infla-
tion rate of the developed countries' exports, the purchasing power of Gov-
ernment revenues from the oil sector should continue to rise with increasing
output. Unless a conservation policy is pursued by the Government, a further
25 percent increase in oil output from the average 1973/74 level of 2 million
barrels per day should be easily feasible by the mid-1980s. Assuming an in-
ternational inflation rate of 7.1 percent per annum over the period 1974/75 to
1985/86, Government revenues from oil should increase to about N11,000 million
by the mid-1980s. The Government is understood to be considering a much bigger
program of public development expenditures than indicated in the Guidelines,
given the prospect of vastly larger oil revenues.

1/ The analytic fram^ework is fully described in Chapter VIII, Annex, "A Long
Term Projection Model of the Nigerian Economy."
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81. In terms of needs, the possible expansion in public expenditures is
very large indeed. Expenditures may be grouped into three distinct categories
on the basis of their economic effects and the capacity to absorb resources
in such uses. First, there is scope for investment in large-scale industry
to produce such "strategic" commodities as steel, pulp and paper, fertilizers,
petrochemicals and refined petroleum products. Based on cost data of similar
projects in other countries, the financial requirements of the projects identi-
fied in the current plan and likely to be implemented during the next Plan
period - liquified natural gas, petroleum refineries, fertilizers, pulp and
paper, iron steel, etc. - are already of the order of N4,000 million in terms
of 1970/71 prices. Total investments in these sectors could be substantially
higher, with the addition of new projects over the next decade. Assuming a
70 percent equity share by the public sector, and including adjustments for
expected inflation, annual expenditures by the public sector in these strategic
sectors could exceed N1,000 million by 1980/81, and increase to more than
N3,000 million by 1985/86. Executive capacity may not limit the Government's
program for investment in larger-scale "strategic industries since implementa-
tion in these industries will probably be undertaken by technical partners
with considerable experience.

82. Secondly, there is a vast scope for expenditures to uDgrade the
country's social and physical infrastructure. In these areas, needs undoubt-
edly exceed absorptive capacity. Substantial increases in education, health
and social services provided by the Government will he necessary just to bring
the standard up to the levels of many countries at a comparable level of
development. There are barely 5 hospital beds per 10,000 population, with an
excessive concentration in urban areas. In contrast, for example, Kenya whose
per capita income is roughly comparable to that of Nigeria in 1973/74, has 13
beds per 10,000 people. In 1970, barely 28 percent of the officially estimated
population in the age group 6-12 years was enrolled in schools; the proportion
is much lower in many of the northern states. Government has announced its
intention to achieve universal free primary education by 1980.

83. Moreover, the expansion of economic activity would call for sub-
stantial investments in improving existing all-weather roads and in construc-
tion of new roads. According to one estimate, nearly a third of the exixting
state and federal roads are classified as in bad condition. Also, most urban
areas are not served by adequate protected water supply and sewerage; and
only 2 million of the estimated urban population of 15 million had electricity
supply in 1970. Shortage of housing and transport are already serious problems
in major cities, especially in Lagos. With urban population increasing at an
estimated rate of over 5 percent -- and the pace of urbanization may increase
further -- there is clearly a need for major public investment in urban ameni-
ties. The Government plans to build 2.6 million houses during the next 5-6
years. In agriculture, with a rising proportion of the tree crops entering
the phase of declining yields, a massive program for replanting and new plant-
ing is imperative if Nigeria is to maintain or increase production over the
next 10-15 years. Acceleration of food production would call for expansion
and improvement of extension services and increased investment in rural roads,
land development, water resources and credit.
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84. While the need for public expenditures in productive sectors and
infrastructure is large, the rate at which they can be increased, consistent
with requirements of efficiency, is constrained by the availability of well-
prepared projects, the supply of trained personnel and the quality of organi-
zation -- in short by executive capacity. External technical assistance in
project preparation, training of personnel and, in the initial stages, organiza-
tion and management of projects could play a valuable role in increasing
Nigeria's absorptive capacity.

35. The third type of expenditure covers defense, welfare and other
non-productive activities. Here, in contrast to productive investments and
social services, the level of spending is not constrained by executive capacity.
With vastly increased oil revenues, the temptations, and the pressures, to
raise defense spending, subsidy programs, Government salaries, and similar
"unproductive" items, are likely to intensify. Some increases in defense
ocutlays may be unavoidable. Given the low level of income and its unequal
distribution, a case could no doubt be made for old age pensions, subsidies,
and other welfare-type programs. While the budgetary resources of the Gov-
ernment would appear to permit substantial increases in such expenditures,
they will only increase immediate consumption and contribute little, if any,
bv way of lasting increases in productivity. It is, therefore, essential to
r2s-zain the grcwth of non-productive public expenditure.

86. The financial requirements of these programs, after allowing for
needs ag well as executive capacity, are difficult to assess. We have, how-
ever, attempted to project the possible growth of public expenditures on the
b.-:s4s of the likely expansion of executive capacity as well as needs. With
regard to the recurrent budget, it would seem that combined government ex-
penditures, excluding transfers and defense, could, in real terms, grow at an
annual rate of over 16 percent during the next decade, compared to around
5 percent in the first half of the sixties and about 11 percent from the mid-
sixties to the early seventies. The projected growth appears to be in line
with the need to improve public services and would be consistent with the pro-
jected large investment program. The projected recurrent expenditure in
1985/86 on public services would amount to about N35 (at today's prices) per
capita. This is still below the current level in many countries where the
per capita income today is roughly the same as projected for Nigeria in
1985/86 (roughly $500 in today's prices). Allowing for a modest growth of
defense expenditures (around 6 percent per annum in real terms), a 14 percent
annual growth (in current ?rice terms) in Government expenditures on transfers
and subsidies, and assuming that the cost of goods and services purchased by
Government rises by 6.5 percent a year, combined Government recurrent expendi-
tures could exceed N10,000 million in 1985/86.

§7, Over the next ten years, executive capacity will be a major limit
on public investment. In the traditional areas of infrastructure investment,
a very rapid increase in public investmer.. in transport--particularly high-
ways, ports and airports--can be expected. If the capacity of the construc-
tion industry can be expanded quickly, the Government's housing program could
also represent a sizable claim on investible resources. On the basis of known
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program and past trends, public investment in these sectors could rise by
11 percent per annum over the next ten years. This would imply a level of
expenditures in 1985/86 of close to N 2,000 million in terms of 1970/71 prices
or about N7,600 million in current prices. In addition public investments in
the "strategic" sector is projected to reach N3,300 million, in current prices,
by 1985/86.

38. The impact of these revised projections of public current and capital
expenditures as well as the revised oil prices on Nigeria's economic growth
and balance of payments have been examined in some detail using the same analy-
tical model described in the Basic Economic Report. 1/ In addition to the
revisions of projected public expenditures, inflation rate of the country's
imports has also been increased from the 2 percent per annum assumed in the
Basic Report to an annual average of 7.1 percent over the next decade. Simi-
larly, prices of domestic manufactured goods, agricultural commodities and
services have also been revised upwards, but assumed to grow at a somewhat
lower rate than import prices.

89. The *%-jected annual GDP (factor cost) growth rate is about 9.3 per-
cent, compared to the 8.2 percent projected in the Basic Report. Nonetheless,
even after such sustained and rapid growth, Nigeria would still be a relative-
ly poor country with per capita income (in 1973/74 prices) of about N320
(US$500) by 1985/86 compared to an estimated N132 (US$220) in 1973/74. The
pattern of growth remains roughly the same, with the momentum coming mainly
from the modern sector of manufacturing, transport and construction in which
an annual expansion of around 15 percent is projected. The projected structural
change in the economy is broadly similar to that outlined in the Basic Report.
The projections imply a fall in the share of agriculture in GDP from 43 per-
cent in 1972/73 to about 20 percent by 1985/86, and an increase in the share of
manufacturing from 8 percent to about 20 percent.

90. The above projections assume that crop production will rise by 3.5
percent a year from 1973 to 1980, and 3.9 percent a year thereafter. This
would mean a modest acceleration over historical trends which is believed
to have been around 3 percent a year. While much larger increases in produc-
tion are technically feasible, the extent to which these possibilities can
in fact be realized in the next decade seem severely constrained. Many of
these constraints, the nature of which are discussed at greater length in
Volume III, can be removed only gradually. On the basis of several promising
agricultural projects launched recently and planned for the near future, some
improvement on past trends seems likely. Much higher rates could be achieved
in the eighties and beyond, provided a bold, coordinated program is initiated
from now on. Output of livestock products is postulated to grow by 5 percent
a year.

1/ For further details regarding other assumptions and the structure of the
model, see IBRD, "The Current Economic Position and Long-Term Prospects
of Nigeria," (AW-35a) Volume I, Chapter VIII, Annex.
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91. The model suggests that industrial production (including crafts,
but excluding the "strategic" sectors) could grow at an average annual rate of
14.7 percent. Between 1965/66 and 1972/73, despite the disruptions caused by
the civil war, value added by manufacturing rose by nearly 9 percent a year.
With the restoration of political stability and the projected higher expansion
of public expenditures, the conditions are favorable for more rapid growth in
the years ahead. Practically all the projected expansion will be in the
private sector. The Government's role, besides providing finance, is basically
to devise policies which will facilitate accelerated growth in an efficient
manner and consistent with the objective of indigenisation.

92. The revised projections reinforce the Basic Report's assessment
that resource availability is unlikely to be a constraint to economic develop-
ment over the next decade. Fiscal prospects, in particular, have been strength-
ened considerably by the recent rise in oil prices. As summarized in Table
T7.17, the Federal and State governments taken together are expected to show
an overall budget surplus through 1981/82. In the earlier years, direct
revenues from the oil sector (i.e., profits tax and royalty), exceed total
expenditure. However, by 1980/81, non-oil revenues--particularly import
duties--become a crucial element in determining the balance between total
re-enues and expenditures. The projected revenues from the non-oil sectors

c'ke account of the reduction in foreign trade and excise taxes introduced in
the 1974/75 budget. Further substantial reduction of non-oil taxation could
result in budget deficits-or slower growth of expenditure - much earlier.
Therefore, even during the next several years of "excess" oil revenues, the
Government would have to take a long-term view towards diversifying and
strengthening the rest of its tax base in order to sustain expenditures at
a level similar to that assumed in these projections. A careful husbanding
of the resources made available by the oil-related sectors along with con-
tinued efforts to mobilize resources from the rest of the economy remain
necessary for long-term fiscal viability.

Table II.17: SUMMARY GOVERNMENT ACCOUNT, 1973/74-1985/86

Estimate Projection
1973/74 1974/75 1980/81 1985/86

(N millions, current prices)

Current Revenue 3,007 5,393 10,900 18,505
(Oil Revenue) (2,250) (4,500) (7,685) (10,880)

Current Expenditure 1,358 1,670 4,935 10,260
"Development" 450 570 2,280 5,940
Other 908 1,100 2,655 4,320

Current Surplus 1,649 3,723 5,965 8,245

Investment 772 1,070 4,830 10,950
Strategic Sectors - 10 1,185 3,295
Other 772 1,060 3,645 7,655

Overall Surplus 877 2,635 1,135 -2,705

Source: Mission estimates.
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93. Table II.18 summarizes the projected current account of Nigeria's
balance of payments. Oil will continue to be the dominant element of Nigeria's
export trade. Traditional exports (mostly agricultural products) are likely
to show only modest increases because of the difficulties of raising produc-
tion, the erosion of exportable surpluses resulting from rapid growth of in-
ternal demand, and the relatively less favorable price prospects. The most
promising avenue for diversification of export trade during the coming decade
is LNG, fertilizers, and other oil-related ac.:vities. By the mid-eighties
total exports of these commodities, at curren; prices, could be of the order
of N4,400 million, representing about a four;: of aggregate export earnings.
Estimates of import requirements are derived from projection of feasible
growth in domestic production which allow for import substitution and of the
likely demand for different categories of consumer and intermediate goods.
In the case of capital goods, import demand is based on the projected level
of real investment and specific assumptions on import-content of investment
in different sectors. Projections of non-factor services take into account
the expected inflow of foreign technicians, contractors and other services
related to the expanded level of investment. The projections of factor pay-
ments, on the other hand, include the effects of Government participation in
the oil-related industries as well as its interest income from external reserves.

94. Aggregate imports 6f goods and services at constant prices are pro-
jected to rise at an average annual rate of about 16 percent. The implied
import elasticity (1.8) is much higher than estimated in the Basic Report
(1.1), as a result of the following factors: (i) Unlike in the Basic Report,
which fixed food imports (other than food grains) to grow at an exogenously
specified rate, the present model assumes that the level of food imports will
be equal to the gap between demand and production; (ii) the present exercise
postulates a somewhat slower import substitution in manufactured consumer
and intermediate goods than assumed earlier; and (iii) under the revised
model the rate of investment is sustained at a much higher level than in the
Basic Report, thus resulting in much larger imports of capital goods.

Table II.18: SUMMARY BALANCE OF PAYMENTS ON CURRENT ACCOUiT,
1972/73-1985/86

Actual Estimate Projection
1972/73 1973/74 1974/75 1980/81 19&5/86

(N million, current prices)

Exports, f.o.b. 1,468 3,241 5,405 10,025 17,290
(Crude Oil) (1,218) (2,900) (5,006) (8,210) (1.,660)
(Petrochemicals, etc.) (-) (.) () (1,130) (4,4110)
Imports, c.i.f. 1,010 1,250 2,056 8,755 20,960
Non-factor services, net -242 -259 -339 1,025 -2,140
Factor payments, net -487 -375 -321 185 -32'
Transfers, net -15 - - -
Current Account Balance -286 1,357 2,689 430 -6,135

Source: Mission estimates.
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95. The current account is likely to change from a marginal deficit in
1972/73 to large surpluses in 1973/74 and 1974/75, reaching a maximum of
N 2,690 million in the latter year. This reflects the sharp improvement in
terms of trade, essentially due to the four-fold rise in oil prices. But,
thereafter, as the rate of oil price rise comes closer to the increase in
price of other goods, and the effects of the substantial growth of public
expenditures are felt, the surplus declines rapidly. In fact, the overall
balance of payments account is likely to show a deficit by 1981/82 and the
deficit will grow rapidly thereafter. However, a substantial increase in the
country's external reserves will be possible during the period of overall
surplus. Accumulated reserves could reach a maximum of N16 billion at the
end of 1981/82, about 1.3 times the value of imports in that year; but would
fall to N4 billion, equivalent to about 2.3 months' imports, by the end of
1985/86.

96. The revised macro-economic projections are summarized in Table II.19
*nile the range of GDP growth and of balance of payments developments under
various alternative assumptions are summarized in Table II.20. As indicated
in Table II.20, even if oil prices decline in real terms and total public
expenditures in real terms grow by only 10.5 percent a year, it seems inevi-
taole th-at Nigeria's foreign exchange resources will be substantially in
iT-zess of the requirements during the seventies. Though the absolute magni-
;ude o£ reserves will differ under different assumptions of future oil prices
and public expenditures, the range is likely to be rather small if oil prices
over the next two to three years--the period of maximum reserves accumulation
--could be maintained at the January 1974 level in real terms. Accumulated
reserves at the end of the Third Plan may lie in the vicinity of two years
`mDort value. But beyond 1980, the balance of payments prospects are highly
sensitive to the level of oil prices and the growth of public expenditure.
In general, the rate of reserve accumulation will decline progressively, and
by the early eighties balance of payments deficits are likely to emerge, lead-
ing to a draw-down of reserves. -The lower the oil price and the faster the
growth of public expenditure, the sooner will be the time when loss of reserves
begins and the larger its magnitude. The range of possible outcomes is very
wide. With relatively low growth of public expenditure and constant real oil
prices, total reserves in 1985/86 could be equivalent to about ten months'
imports. But with a 13 percent average annual growth in Government expendi-
tures, low oil prices and constant oil production, Nigeria could well exhaust
all its reserves by the early eighties and have to borrow heavily abroad
thereafter in order to maintain the projected overall growth rate. All this
assumes that Nigeria will not cut back its current level of oil output. It
has, of course, the option to adjust its level of output such that foreign
exchange reserves are kept within what it considers to be desirable levels.

97. It is obvious that the financial prospects of the country are very
sensitive to the assumption regarding the future behavior of oil prices and
out?ut, the rate at which public expenditures can be increased consistent
wit.. considerations of efficiency, and the trend in import prices. All these
assumptions are inevitably subject to large margins of uncertainty. In parti-
cular, it is extremely difficult to predict oil prices even for the next six



Table II. 19. MACRO-ECONOMIC PROJECTION, 1972/73 - 1985/86-/

Rate of Growth
Estimates Projection 1973/ 774- 1980/81-

1972/73 1973/74 -179774/75 19871 1985/B6 1980/81 1985/86

(N Million, 1970/71 Prices) (Percentages)

GROSS DOMESTIC PRODUCT, market prices 6481 6923 7420 12950 20955 9.4 10.1
Terms of Trade Adjustment 2/ 165 1338 2430 2310 2330

GROSS DOMESTIC INCOME 6646 8261 9850 15260 23285 9.2 8.8
Import of Goods and NFS 1255 1296 1775 4460 7830 19.3 11.9
Export of Goods and NFS 1460 2710 3930 4575 5875 7.8 5.2

RESOURCE AVAILABILITIES = USES 641a 6847 7695 15145 25240 12.0 10.8

Investment 1208 1316 1553 3690 6145 15.9 10.7
Public (452) (543) (667) (1710) (2790) (17.8) (10.3)
Private (756) (773) (886) (1980) (3355) (14.4) (11.1)

Consumption 5233 5531 6142 11455 19095 11.0 10.8
Public (719) (844) (968) (1815) (2920) (11.6) (10.0)
Private!V (4514) (4687) (5174) (9640) (16175) (10.9) (10.9)

Gross Domestic Savings 1413 2730 3708 3805 4190
Net Factor Payments -395 -203 -97 352 _
Gross National Savings 1018 2527 3611 4157 4190
(as % of GNY) (16.8) (31.4) (37.0) (26.6) (18.0)

1/ Assuming the "high" alternative for public expenditure, oil output and oil prices.

2/ Difference between exports valued as capacity to import (i.e., deflated by the import price index) and exports valued
at base year prices.

3/ Exports, capacity to import.

4/ Residual, including changes in stocks.



Table II.20. GROWTH OF ODP AlD i FOItEIGN LkV-A4hiiE M ESr.T&S
UNDER ALTERNATIVE ASSt4PTIOtIS ABOU'P OIL PRICES, OUTPUT

AND PUBLIC EXPENDITUfiEl/

Growth
Rate Year when
of GDP ; Deficit Begins Haximum Reserves Reservw in 1985/86

Public Oil Oil
Expenditure Price putput % Year Quantum Proportion Quantum Proportion

billion N of Imports billion N of Importp

1. H H H 9.3 1982 1981 16.1 1.35 4.1 .18

2. H L H 9.1 1980 1979 12.2 1.51 -10.6 -

3. H L L 9.0 1980 1979 11.0 1.39 -15.8 -

4. L L L 8.3 1981 1980 13.2 1.50 -2.8 _

5. L L H 8.4 1981 1980 14.6 1.64 1.7 .09

6. L H H 8.6 1983 1982 20.2 1.57 16.3 .78

Source: Hission estimates. 1/ 1973-85

High (H) Low (L)

Public expenditure 12.7 10.5
(constant prices)

Oil price (constant $) 0.0 -2.0 (1974-85)

Oil output 1.6 0.0

2/ At factor cost.
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months. The whole question of oil supplies and oil prices is intimately
bound up with political issues in the Middle East, so that changes in oil
prices may not follow any economic rationale and could be subject to wide
fluctuation. Nigeria would have relatively little influence over price
movements since its crude oil exports are a small part of total world trade.
The magnitude of the country's reserve accumulation is particularly sensitive
to the time profile of oil prices over the next few years. Thus, if prices
were to weaken substantially in 1974 or 1975, reserve accumulation would be
much smaller than estimated, even if prices were to recover subsequently and
reach the projected level by 1980. Furthermore, with vastly increased oil
revenues, the pressures to raise defense and other public expenditures unrelat-
ad to the. development objectives inevitably intensify. The possibility of
vast non-productive expenditures of these types, which have not been included
in the above projections, could result in a quick erosion of the public sec-
tor's strong fiscal position.

Conclusion

98. In sum, the sharp rise in oil prices during the latter half of
1973 does not fundamentally alter the conclusions of the Basic Econc.mic ReDort
about Nigeria's long-term development prospects and problems. Of course,
with larger resources ncw available, Nigeria is in a position to underta'.ke
a much bolder program of public developmental expenditure and can look for-ard
to an even faster rate of overall development than was anticipated in early
1972. Higher oil prices also mean that Nigeria's balance of payments and
fiscal position during the next decade will be more comfortable than antici-
pated earlier. However, the revenue surplus will remain a temporary phenom-
enon. With sustained rapid growth of national income and of public expendi-
ture, Nigeria faces the prospect of substantial and growing balance of payments
deficits from the early eighties.

99. Though Nigeria could achieve a sustained, high rate of overall
development in the coming decade, the per capita GNP in the mid-eighties will
still be rather modest at $500 in 1973/74 prices. More importantly, the
danger of perpetuating, if not aggravating, economic dualism will persist.
One aspect of this dualism is in the balance of payments. While the o41
sector will continue to generate sizable surplus of foreign exchange, the
deficits of the non-oil sector will grow rapidly, and by the early eighties,
may well exceed the oil surpluses. In the fiscal sphere, the comfortable
position of the Federal Government contrasts sharply with that of the states.
Under the present system of revenue allocation, most of the oil revenues, by
far the largest source of Government receipts, accrue to the Federal Govern-
ment.

100. These problems are symptoms of more deep-rooted dualism in the
Nigerian economy reflected in the wide disparity between rural and urban
sectors. These disparities, already striking, seem likely to persist over
the next decade and may be aggravated. While the projected growth of public
expenditures can be confidently expected to stimulate a sustained high rate
of expansion in manufacturing, construction, transport and other modern,
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essentially urban-based, activities, the prospects of a comparable acceleration
in the growth of agriculture are doubtful. With agricultural incomes growing
at 3.5-4 percent a year, the increase in rural per capita incomes over the
next decade, even allowing for larger migration to the towns, will be moderate
and in any case may not significantly improve rural living standards relative
to those of the rest of the economy. Within the urban areas, there are dangers
that, without purposive remedial action, the pattern of growth may result in
undue concentration of incremental incomes within a small segment of the popu-
lation.

701. If economic growth is to benefit the largest portion of the popula-
tion, a major effort to accelerate development of the rural areas is necessary.
The potential clearly exists both for increasing productivity and income as
well as for improving education, health, and other social services. Accel-
erated growth of agriculture, besides directly increasing farmers' income,
^cuid stimulate growth of agro-based industry and other non-agricultural

-ivis±es in rural areas. A broad-based development strategy with widely
d.iperse,: benefits would also lead to the growth of mass-consumption type
o- industLcy. Over the long run, a broadly distributed growth of personal
-nsome will provide the State Governments a larger base for raisirg revenues,

.or ti-s Government as a whole, an alternative to the present reliance
^.1. one s3ctor for the bulk of revenues.

102. The policies and programs of the Government are increasingly being
addressed to the effective use of resources generated by the oil sector for
diversified and dispersed growth of the rest of the economy. The Government
i,s intensified its efforts, with assistance from bilateral and multilateral
S . agencies, to improve its capability for formulating and implementing
?srger investment programs. Despite these efforts, executive capacity remains
a serious constraint on the rate at which public investment programs in more
crucial areas as agriculture, rural development and infrastructure can be
stepped-up. Continued external assistance has, therefore, a valuable role,
not so much as a means of transferring financial resources, but as a vehicle
for technical assistance to prepare and execute investment programs commensurate
with the potential. To carry through larger investment programs in the near
future and for building up the indigenous executive capacity to maintain the
momentum over the longer term, external aid is more urgently needed, and on
a large scale, as the country's resources become more abundant.
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Table 2.1: NIGERIA: GRtOSS DONESTIC PRODUCT AT CONSTANT (1970/71) PRICES BY TYPE OF ACTIVITY

Annual Average Mission estimates
1964¢/5-66,6b7 1967/B-69/70 771 1Y-L/lX 1Y9(/73 1973

In constant 1970771 prices)
(N Millions)

Agriculture 1792 1505 l9o4 ?070 2113
Forestry 188 94 80 117 150 2648
Livestocks & Fisheries 313 317 375 382 390
Petroleum Mining 10L 128 5314 767 882 1006
Other mining & Quarrying 40 33 36 41 57 61
Manufacturing & Crafts 233 244 363 376 428 469
Construction 198 173 244 329 335 370
Public Utilities 18 18 30 37 43 51
Transport & Communication 175 149 210 250 290 300
Distribution 458 409 610 662 696 743
General Government 101 164 28h 332 377 446
Education & Health 1h41 134 14l5 174 198 220
Other Services 83 90 105 115 131 145

GDP at Factor Costs 3844 345 4920 5642 6090 6459
plus: indirect taxes 290 261- 6 391

GDP at Market Prices _134 L 5320 6110 61921
less: net factor

payments - oil ( 163 154 230 359 250 76
non-oil (. 110 106 1)42 122

GNP at Market Price 9 14980 5645 6723

1/ Fxcluding the three Eastern States.

cource: Federal Office of Statistics and mission estimates.



Table 2.2 GROSS DOMESTIC PRODUCT AND INCOME BY TYPE
OF EXPENDITURE, 1965/66 - 19'3/74

Mission Estimates

196S/66"' 1968/6#' 1970/71 1971/72 1972/73 1973/7L

(Million Naira 1970/71 Prices)

Gross Domestic Product, market prices 4134 3719 5320 6110 6L81 6923

Terms of Trade Adjustment -48 -39 - 171 165 1338

(Exports, capacity to import)./ (600) (599) (992) (1364) (1460) (2710)

(Less Exports, constant prices) (648) (638) (992) (1193) (1295) (1372)

Gross Domestic Income L086 3680 5320 6281 6646 8261

imports of goods and non-factor
services 686 677 1060 1290 1255 1296

Excorts of oods and non-factor
service_3J 600 599 992 1364 1L60 2710

DONtESTIC RESOURCE SUPPLY USES 4172 3758 5388 6207 6LLJ 6847

Fixed Investment 762 643 953 1285 1208 1316

Public (212) (.) (130) (2h5) (452) (503)

Private (550) (.) (823) (1040) (756) (773)

ConsumptionWv 3L10 3115 4.35 4922 5233 5531

Public (260) (382) (559) (624) (719) (84a)

Private (3150) (2733) (3876) (L298) (4514) (L687)

Domestic Savings 676 565 885 1359 1h13 2730

Net Factor Payments -163 -154 -3h0 -h65 -395 -203

National Savings 513 411 5h5 89h 1018 2527

(as % Gross National Income) (13.1) (11.7) (10.9) 115.b) 716.8) (31.L)

1/ Three year averages.
2/ Excluding the eastern states.
3/ Exports at current prices deflated by the import price index.
$ Includes changes in stocks.

Source: Federal Office of Statistics and mission estimates.



3. EXTERNAL TRA.DE AND BALANCE OF PAYMENTS

3.1 Balance of Payments, 1970 - 1973

3.2 Value, Quantity and Average Price of Major Exports, 1969 - 1973

3.3 Composition of Imports by S.I.T.C. Sections, 1969 - 1973

3.4 Imports Classified by Economic End-Use, 1969 - 1973

3.5 Indices of Merchandise Trade, 1965-1972

3.6 Foreign Exchange Reserves, 1968 - 1973





Table 3.1. NIGERIA: BALANCE OF PAYMENTS, 1970-1973

Prel.
1970 1971 1972 197

Oil Non-Oil Total Oil Non-Oil Total Oil Non-Oil Total Oil Non-Oil Total

(N Millions)

Exports of goods and NFS 533 420 953 992 430 1422 1186 345 1531 1842 365 2207
Merchandise, f.o.b. 517 374 891 981 364 1345 1186 251 1437 1842 365 2207
Other 16 46 62 11 66 77 - 94 94 - ... ..

Imports of goods and NFS 149 787 936 176 1141 1317 193 1088 1281 190 1270 1460Merchandise, c.i.f. 52 666 718 51 1009 1060 45 914 959 40 1167 1207
Other 97 121 218 125 132 257 148 174 322 150 1 0 31/ 2 5 3Y

RESOURCE BALANCE 384 -367 17 816 -711 105 993 -743 250 1652 -905 747

Factor incomes, net -220 -112 -332 -320 -111 -431 -322 -155 -477 -150 -160 -310
Receipts - 7 7 - 9 9 - 9 9 - ... ...Payments -220 -119 -339 -320 -120 -440 -322 -164 -486 -150

Transfers, net - 45 45 - 1 1 - -15 -15 - -35 -35
Private, net - 14 14 - -18 -18 - -31 -31
Public, net - 31 31 - 19 19 - 16 16

CURRENT ACCOUNT BALANCE 164 -434 -270 496 -821 -325 671 -913 -242 1502 -1100 402

Direct investment, net 85 121 206 .120 114 234 130 92 222 32 60 92
Public MALT, net - 11 11 - 32 32 - 56 56 - 53 53
Disbursement - 36 36 - 55 55 - 77 77 - 81 81
Amortization - 25 25 - 23 23 - 21 21 - 28 28

Allocation of SDR's - 12 12 - 10 10 - 10 10 - - -
Commercial arrears, net 73 73 - -36 -36 - -136 -136 - - -
Other short-term, netl/ 4 25 29 -12 224 212 -4 60 56 - -394 -394
Reserves change, net . . -61 . -127 . 34 . -153
(- - increase)

1/ Residual, including errors and omissions; the unusually large figure for 1973 probably reflects the lag in receipt of payments, and therefore
in recorded reserves, following 'drastic changes in petroleum prices in the last quarter.

2/ Shown on a net basis.

Source: IMF, Balance of Payments Yearbook; Tables 3.6 (Reserve changes), 4.2 (publLc debt) and 8.3 (oil sector accounts).



Table 3.2. NIGERIA: VALUE, QUANTITY AND AVERAGE PRICE OF MAJOR EXPORTS, 1969 - 1973

VALUE"1- QUANTITYV AVERAGE PRICE
Prel. Prel. Prel.

1969 1970 1971 1972 1973 1969 1970 1971 1972 1973 1969 1970 1971 1972 1973

(N Million) ('000 Tons) (N Per Ton)

Groundnuts 71.6 43.4 24.2 19.1 44.1 525 291 136 106 194 136.4 149.1 177.9 180.2 227.3Groundnut oil 21.8 23.2 12.8 10.9 22.6 101 90 43 40 77 215.8 257.8 297.7 272.5 293.5Groundnut cake 10.0 11.0 6.8 5.9 18.2 171 163 100 99 140 58.5 67.5 68.0 59.6 130.0Cocoa beans 105.2 133.0 143.2 101.1 112.5 174 196 271 227 214 604.6 678.5 528.4 445.4 525.7Cocoa butter 14.6 13.2 8.2 10.1 15.1 10 9 8 10 11 1460.0 1466.6 1025.0 1010.0 1372.7Crude oil 261.8 509.8 953.0 1176.2 1841.7 26976 51697 71699 85860 93301 9.7 9.9 13.3 13.7 19.7Palm kernels 19.6 21.8 26.0 15.7 18.4 179 185 242 212 134 109.5 117.8 107.4 74.1 137.3Palm kernel oil 7.8 8.4 6.2 5.5 7.5 38 33 26 34 38 205.3 254.5 238.4 161.8 197.4Rubber 19.2 17.6 12.4 7.4 19.9 57 59 51 41 50 336.8 298.3 243.1 180.5 398.0Cotton 6.8 13.2 11.0 0.6 4.7 14 28 22 1 8 478.4 471.6 500.0 600.0 587.5Palm oil 0.8 1.2 3.4 0.2 - 8 8 20 2 - 100.0 150.0 170.0 100.0 -Hides and skins 8.4 5.8 4.8 6.8 12.3 7 5 4 4 5 1200.0 1160.0 1200.0 1700.0 2460.0Timber and plywood1' 10.4 8.0 7.0 8.1 14.4 353 247 229 232 454 29.5 32.4 30.6 34.9 31.7Tin 27.8 33.2 24.8 19.1 14.6 10 11 8 7 5 2754.0 3094.0 3100.0 2728.6 2920.0Other 43.4 34.2 37.0 35.1 70.4
DOMESTIC EXPORTS 629.2 877.0 1280.8 1421.8 2216.4
RE-EXPORTS 7.0 8.4 12.4 12.4 10.2

TOTAL MERCHANDISE EXPORTS, 636.2 885.4 1293.2 1434.2 2226.6
f.o.b.

I/ Trade data, unadjusted for balance of payments purposes.

2/ All data rounded.

3/ Quantity in '000 cu. meters and unit price per cu. meter.

Source: Federal Office of Statistics.



Table 3.3. NIGERIA: COMPOSITION OF IMPORTS BY S.I.T.C. SECTIONS, 1969-1973

Prel.
S.I.T.C. Section 1969 1970 1971 1972 1973

(N Millions)

0. Food and Live Animals 41.8 57.6 88.0 95.2 126.5
(Sugar) (7.8) (11.4) (18.0) (21.6) (.)

(MIlOk) (8.2) (13.6) (21.8) (24.8) (.)

(Wheat) (12.6) (16.0) (23.8) (23.2)
1. Beverages and Tobacco 1.6 4.0 4.4 4.4 5.2
2. Crude materials, inedible except fuel oils 11.4 16.6 20.6 20.7 27.4
3. Mineral fuels, lubricants 31.2 22.0 9.0 9.8 13.3
4. Animal and vegetable oils 0.4 1.0 0.8 1.1 1.2
5. Chemicals 60.8 88.4 121.8 102.6 133.3

(Chemical elements and compounds) (11.6) (17.6) (24.6) (19.8) (26.1)
(Medicines and drugsl (17.6) (25.6) (41.2) (31.9) (39.4)
(Plastic materials) (6.6) (11.4) (12.4) (11.3) (15.3)

6. Manufactured goods 144.0 226.0 319.4 267.9 324.2
(Paper products) (13.0) (21.8) (28.0) (23.5) (34.6)
(Textiles) (43.6) (60.0) (87.2) (78.3) (79.2)
(Iron and steel products, except tools) (38.4) (72.2) (81.0) (63.9) (82.9)
(Non-metallic mineral manufactures) (9.8) (18.2) (35.2) (22.5) (37.8)

7. Machinery and Transport Equipment 146.4 282.6 428.8 398.5 495.9
(General machinery) (41.0) (84.6) (137.0) (124.8) (135.8)
(Sewing machines and textile machinery) (11.0) (24.0) (43.2) (18.2) (22.7)
(Electrical goods) (25.8) (48.8) (63.2) (58.0) (82.6)
(Passenger cars) (5.4) (13.8) (29.6) (60.2) (77.1)
(Commercial vehicles) (26.0) (50.8) (56.2) (47.0) (57.6)

8. Miscellaneous manufactures 26.8 39.6 70.8 83.1 99.3
(Clothing) (6.8) (4.8) (17.2) (19.0) ( )

9. Other 33.0 18.6 15.4 6.9 7.7

TOTAL IMPORTS, c.i.f.l/ 497.4 756.4t 1079.0 990.1 1234.0

1/ These are trade figures, unadjusted for balance of payiionts purposes. In some years, the data also
ditfer from corresponding official data classified by &econo,aic encd-use.



Table 3.4. NIGERIA: IMPORTS CLASSIFIED BY ECONOHIC END-USE, 1969-1973

Prel.
1969 1970 1971 1972 17_T

(N Millions)

Consumer Goods 147.6 217.8 349.4 379.2 464.3

Non-durable 128.8 179.6 277.0 273.4 325.3
(Food) (03.6) (62.2) (93.2) (100.0) (133.0)
(Textiles) (30-4) (39.0) (58.2) (54.0) (35.8)
(Other) (54.8) (78.4) (125.6) (119.4) (156.5)

Durable 18.8 38.2 72.4 105.8 139.0
(Passenger cars) (5-4) (13.8) (29-4) (54.6) (76.9)
(Other) (13.4) (24.4) (43.0) (51.2) (62.1)

Producer Goods 317.0 520.0 714.2 598.6 769.9

Intermediate 145.2 208.8 256.6 234-0 322.2
(Paw materials) (114.0) (186.8) (247.6) (223.6) (308.9)
(Fuels) (31.2) (22.0) (9.0) (10.4) (13.3)

Capital 171.8 311.2 457.6 364.6 447.7
(Capital equipment) (126.4) (232.4) (348.2) (276.8) (307.1)
(Transport equipment) (45.4) (78.8) (109.4) (87.8) (140.6)

TOTAL IMPORTS, c.i.f. 464.6 737.8 1063.6 977.8 1234.2

1/ These are trade figures unadjusted for balance of payments purposes.
In some years the data also differ from corresponding official data
classified by SITC.

Source: Federal Office of Statistics



Table 3.5. NIGERIA: INDICES OF MERCHANIDSE TRADE, 1965-1973

Prel.
1965 1966 1967 1968 1969 1970 1971 1972 T37

(1970 = 100)

Export Price Index 1/ .85.2 8h.o 83.6 82.4 94.4 100.0 120.3 123.8 178.3
Import Price Index 2/ 90.8 92.9 93. 4 90.9 93.9 100.0 105.2 105.2 122.5
Terms of Trade Index / 93.8 90.4 89.5 90.6 100.5 100.0 114.4 117.7 145.5
Export Volume Index l7 67.1 70.7 61.4 51.7 71.1 100.0 126.4 137.0 146.4
Import Volume Index 3/ 80.2 73.0 63.4 56.o 70.1 100.0 135.6 124.5 133.3

1/ Export price for 9 commodities (groundnuts, groundnut oil, cocoa, crude oil, palm kernels, rubber, cotton, palm
oil and tin) accounting for around 91 percent of export value in 1970. Ithe index is estimated by dividing a
value index for these commodities by a base-weighted volume index.

2/ Based on IFS index of export prices -- expressed in U. S. dollars -- for 6 countries (U. K., U. S. A., Japan,
West Germnany, Italy and France) which supplied 73 percent of Nigeria's imports in 1970, weighted by the shaIe
of each country in 1970 imports. This index is deflated by the exchange rate index in order to derive an index
reflecting changes in the Naira cost of imports.

3/ Export price index divided by the import price index.

4/ Valued at 1970 prices for the 9 commodities listed in 1/.

L/ Imports f.o.b. (from IFS) deflated by the import price ind(hx.

Source: Mission estimates.



Table 3.6. NIGE.; &U gXHUNGE -EJERYES, 1968 - 1973

At end of: W.968 X969 1970 1971 1972 1973

(N Nillion)

Central Bank, gross 82 93 156 281 243 378

Gold and foreign exch4pge 76 85 136 251 202 317

Net IMF pos6tion 6 8 8 8 9 25

Holdirgs of SDRs . 12 22 32 36

Commercial Banks, gpoep 3 6 6 16 12 39

Federal and State GOV#XAj*4pt gpQ 8 3 4 3 11 11

Semi-official, gras 15 I 2P 18 19 20

Total Reserves, gpoA 1Q 120 6 318 285 448

.Loreign Liabilities 7 7 12 17 18 28

Central Bank Liabij4te*a 1 1 2 1 3 19

Commercial Bank L4-!:; .6 16 15 9

Total Rpserves, net la 301 267 420

Source: Central Bankand kpt_qp4 )ait_4 Stgt¢tics,



4. EXTERNAL DEBT

4.1 ExternaJl Public Debt Outstanding as of December 31, 1972
(Debt Repayable in Foreign Currency)

4.2 Estimated Future Service Payments on External Public
Debt Outstanding as of December 31, 1972
(Debt Repayable in Foreign Currency)
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Table 4.. NIGE;RIA: E.XTERNAL PUBLIC DEBT OUTSTANDING A,; OF DECEMBER 31, 1972

(Debt Repayable in Foreign Currency)

In Thousands of US Dollars

DERT OUTSTANDING DECEFHREH 31,1972

CRFDITnlH CnlUNTRY LJNDITS
TYPF OF CREDTTOR DIS8URSED BURSED TnTAL

i .1 SIA( - 1 1 9
.W^sLY C FF o.'vPEl' ,) )t - ~ ,5,:

T tL AJ-0 2D IJ 4

M.t T1E'QLh't)S~~~~~~~ ~ ~ ~~~~~~~~~~~ '1t), _ c1'

I T I /j- L j I 7 -- 3

SoPPF IERS 43J133 14,097 57.230

. -41 JV (F )4eJ* ) I Y - zi,9

STH1 t4M j 4J !4 11 : -, 1

I Tr I I 2,p 4 5

PRIVATE RANKS 20'112 32781 23.393

T, !T r 1 I .; 1;4 3u -

PliLJCLY ISSluED BONDS 4-305 4

ac't4IC N o)FUsbiAr4 6(t9 4 7;U c u )\
I A R'J ,. 5 4 1 j ' 6 1 ,:V) I1 t ? 4 .
I )A o4 J 4UJ 1,6 31 'A 3 1;

lnANS FROM INTL. ORGANIZATIONS 282'495 184P472 466p967

i'- t A 25 p 1 4 .1 59 r, 4 o- .I f 1

t jF',Id8Y C(FiO. F.PUF) 3U.34J 4 j1 AI

I TaLY 2 2 4 ? - '

J.FIM 4 '4,u)ti 6, ) 3 o., I
*r [,t L 4'k ', .* 0 V 9 a 1 3p fi: I 2 I

I4 T [C P 1 J. u'l 63, 1 3cs {t pt Iu 16 -)w;}:3

tS A ^3p7141 2,10 ')p 3 2P'2S6
LnANS FOnM iGnVERNMENTS 258J905 224,400 483,305

TnTAL EXTER*NAL PUBLIC DEST 1) 6O8095U 426l250 1,035S200

'4CiTF UE9T ITH4 A MATURITY UF OVER ONE YEAR
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Table L.l NIGERIA: F,>TE,RNAL PUBLIC DEBT OUTSTANDING kS OF DECEMER 31, 1972

(Debt Repayable in Foreign Currency)

In Thousands of US Dollars

DEBT OUTSTANDING DECEMBER 31J1972

CRFUITfnl CnUNTRY NO I S-
TYPE OF CREDTTOR DISBURSED BURSEU TnTAL

!) EXCLuJfFS THE FnLLOWINGJ AmouwT

!',TERFST IN ARREARSI
* ,I , -;, o

A.- . -!y Y F- r, F .n F 3 1 

S.4IJ 3p 142
SUPPlI ERS 3P662

[ 1IA'S FROM GnVERNMENTS 1#021

Tn TA L 4683

!NCLUnES PRINCIPAL IN ARREARSJ

A, A 41f ( R .' cFA .3) 3, 7b)

t T r14iLM ):.JS i, J?27 

S lF~ijr. J 7 4i4

SuPPL IERS 16P682

_ .L. 1 ,'ii
!nA'JS FRrM GrOVERNMENTS 1#061

Tn TAL 17P743

. T 'F ARCUMULATED SINKING FUNOSl

.wT 1, ',. 1Al4 p 1

PtJHLICLY ISSiIEu BONDS 3,512

TnTAL 3P512

ECNCHOC AND SOCIAL DATA DIVISICN
ECCQOMIC ANAIZSIS & PROJCTICNS DEPARTENT

MARCH 19, 1974



T;.:hle kb. 2 WI r6'R1,.: ESTIIMAT-ED FUTU5P M.to SERVIC> PAXYAENTS ON /ThRNAL pUTLr
D.BT OUTSI'ANDIN',( AS OF DEC-E!M73R 31, 1972

(In Thousands of US Dollars)

DEBT OUTSTANDING TRANSACTIONS DURING PERInO
BEGINNING OF PERIOD CANCEL!

LATIONS,
DISBURSED INCLUDING COMMIT- DISBURSE- SERVICE PAYMENTS ADJUST-

YEAR ONLY UNDISBURSED hENTS NENTS PRINCIPAL INTEREST TOTAL NENTS
(1) (2) (3) (4) (5) (6) (r) (O)

196h 3od,357 5v7'960 hn0156 e,s527 24D657 14,766 39D043 -3,366
ly6v 4j?Us'd0 636.U93 7ai,672 "'i.4'2? 33A1)0 70,370 53P440 -3.218
197(i 447.317 676.477 53'6e2 50.J067 35P212 1b*555 53J767 -4J239
1971 45ep7b3 69u#7ub 2u6u451 17,305 32ob47 23J666 56*513 30Ob21
1;079 52j,090 89,163 J17P)Iol 116,643 3?2507 24,o74 56J576 -16P2E5

197. 591.207, 1OI7J457 123.399 43.162 29'*1V 72#572 -23P553
19"' 610),94 951,743 - 99.12. 35,719 31,046 67246 'IU1
197S 733.S42 914p863 64,081 36,912 33.594 7.5126 106
1947h, 76U,60' 87ba45 - 50oull 36.466 34,b60 70.926 111
1977 774qu)39 b4'1.26b - 34066S 43P917 34P589. 7b8506 -153
197n 764.634 797#197 19#616 44,953 33,719 7b8672 -
1979 139J297 752P244 - 7,745 4o,359 32,187 7b,546
1986 70ust04 7052b7 ?987 43,795 3U,25t, 44U51 G
19Hi 659,375 662.091 1.1456 44,916 7833/ 73.253 
148As h6,',I5 617.175 - 579 46,?117 26,204 73.Ub0
1983 SlusI1 57u,299 - 141 44,019 23,bY9 6Y,V12 °
t9M4 52tbp?9 576,2I8u - 37 38,458 21,73L 6CI194 °
198 % 5d h7 A487,o22 ' 2 35,P'16 1 9,'0b 55.524 4
19'i'. 452i.?34 452.206 - 36.579 18,1b6 54,765
1'987 415P6205 415.671 - - 37i747 16.3t00 54,134 -

1 4fsh 37 tPA 1d 3I317,oti _ _ 35p2yci 1 4j,58b 49,6 fib7
1I9hv 342P579 342.Sbl - _ 35,1)42 1;ei7-4 i?,916
1 ;0991 330 e , 31 307.539 _ _ 35.4U?7 I1 4 5 460552
1991 7?2'I3J 27z 1 3 _ 22h6344 90412 37,756 

19c>~0 ?43.1sf 243.6db _ _ 24#519 fi#25U 32,775

Notes: (1) Includes service on all debt listed in Table 1 prepared March 19, 1974 w1tlh the exce',ption of the following
a. Debt for which repayment termB are not avai lable:

Suppliers $ bb5
Loan6 from GovernmentB - Japan 26,057

b. Principal in Arrears (bee 'rable 1) 17,7L3
Total 1i5

(2) Projected amounts rcf1.ect currencv reclii.mtiont nt }1arch, 1973.

;C111rcv * rr*,-,. C -i,C F-11 i.- H ; ,-v,rr,





5. PUBLIC FL-NANCE AND INVESTMENT

5.1 Summary of Federal and State Governments' Revenues and
Expenditures, 1970/71 - 1973/74

5.2 Current Revenues of the Federal Government, 1969/70 - 1973/74

5.3 Fanctional Classification of Federal Goverrnent Current
Expenditures, 1969/70 - 1973/74

5.4 Composition of State Governments' Current Revenues,
1969/70 - 1973/74

5.5 Statutory Transfers from Federal to State Governments,
1969/70 - 1973/74

5.6 Federal Government Capital Payments to States,
1970/71 - 1973/7h

5.7 Federal Government Capital Expenditures, 1970/71 - 1973/7h

5.8 State Governments Capital Expenditures, 1970/71 - 1973/74





Table S.1J NMZGHAs SDXOB 0g F5D5RAL 1ND STAT G0OVERNMENTS' REVENUS
AND MUITMRES, 1970/71 - 1973/7R

Revenues
Transferred Recurrent Current Capital Overall
to the Rfeurrent Zxpendi- Surplus (4) Expendi- Surplus (.)
States Ivernuea tureg Deficit (.) turea or Deficit C-

(u Millions)

1970/71 (Actual)

Federal Governset 245.7 509.9 480.0!V 29.9 72. W -42.5
State Governaents 339.7 278.h 61.3 102.6 -41.3
1. North West 25.6 17.3 8.3 6.6 1.7
2. North Central 22.1 16 8 5.3 5.2 0.1
3. Kano 30.0 7:. 22.6 19.h 3.2
4. North East 20.2 18.6 1.6 8.9 -7.3
5. Benue Plateau 19.5 17.2 2.3 8.7 -6.4
6. Kwara 12.OY 11.8 0.2 4.6 _b.
7. Lagos 40.8 22.4 18.4 5.0 13.1
8. West 61.5 60.0 1.5 23.1 -21.6
9. Mid-West 27.4 25.8b/ 1.6 16.1 -1u. 5

10. East Central 32.6 54.6 -22.0 5.5 -27.5
11. South East 23.6 17 5 6.1 10.7 -I.6
12. Rivers 2h.4 9.0&/ 15.4 4.9 10.5

1971/72 (Actual)

Federal Government 327.4 977.0 531.8a/ W45.2 234.72/ 210.5
State Governments 136.2 352.6 83.6 187.2 -103.6
1. North West 28.5 17.3C/ 11.2 13.8 -2.6
2. North Central 25.8 18.6 7.2 14.8 -7.6
3. Kanm 32.8 19.5 13.3 26.3 -13.0
4. North East 34. 5 28.8b/ 5.7 15.7 -10.0
5. Benue Plateau 24.5 2 2 1 b, 2.L 13.1 -10.7
6. Kwara LS.bM/ 1l.8.- 0.2 7.1 -6.9
7. Lagos L5.? 30.1 15.6 10.7 h.9
8. West 66.1 64.3 1.8 32.6 -30.8
9. Mid-West 54.3 32.0b/ 22.3 20.4 1.9

10. East Central 47.5 55.L -7.9 13.9 -21.8
U1. South East 24.7 24.5 0.2 12.6 -12.4
12. Rivers 36.8 25.2S/ 11.6 1.1 -2.5

1972/73 (Revised Estimate)

Federal Government 322.6 1067.3 663.2!" 404.l 433.7!/ -29.6
State Governments 445.2 4h9.7 -4.4 293.5 -297.9
1. North West 27.6 28.2 -o.6 23.2 -23.8
2. North Central 27.0 26.2 0.8 26.o -25.2
3. Kano 33.8 25. ,b/ 8.h 37.0 -28.6
h. North East 32.4 31.5b/ 0.9 2 4.0 -23.1
S. Benue Plateau 24.8 23.8 1.0 22.5 -21.5
6. Kwawa 18.9 18.9 - 15.7 -15.7
7. Lagos hU.3 41.8 -o.S 311.1 -3h,.6
8. West 59.8 64.9 -5.1 23.0 -28.1
9. Mid-West 56.9 44.o 12.9 29.3 -16.4

10. East Central 55.9 70.7 -14.8 u.5 -26.3
11. South East 28.7 29.h -0.7 21.3 -22.0
12. Rivers 38.2 hh.9 -6.7 25.9 -32.6

1973/7T (Budget)

Federal Government 343.hi 1068.0 893.5' 17?,.5 906.2!2 -731.7
State Governments 54O0.06/ 522.8 17.2 Sl.7 -497.5
1. North West 28.3 30.h -2.1 29.8 -31.9
2. North Central 25.8 31.4 -5.6 5h.5 -60.1
3. Kanlo 30.9 32.o -1.1 39.0 -40 1
4. North East 36.0 37.6 -1.6 h2.4 -hh.O
5. Benue Plateau 23.8 *27.2 --3.4 42.0 -45.h
6. Kwara 20.1 20.8 -0.7 h2.0 -42.7
7. Lagos 51.5 49.3 2.2 53.0 -5o.8
8. West 72.0 72.5 -0.5 31.0 -31.5
9. Mid-West 71.0 59.7 11.3 20.6 -9.3

10. East Central 71.1 82.9 -11.5 60.3 -71.8
31. South East 33.3 33.9 -0.9 49.5 -50.S4
12. Rivern 41.8 h5.1 -,.3 50.6 -54.9

a/ Including "capital" expenditure for defense and police.
/ Budget estimate.
/ Revised estimate.

V Includes 134 million of cmPensation for "loss of export duty revenues
by the states.

e/ Includes grants and loans to states.

Sources Federal and State Estimates of Revenue and Expenditure.



Table 5.2. NIGERIA: CURRENT REVENUES OF TH{E FEDERAL GOVERNMENT, 1969/70 - 1973/74

Actuals Budget Mission Est.
1969/70 1970/71 1971/72 1972/73 1973/74

(N Millions)

Petroleum Revenues 68.0 196.5 640.0 732.0 857.9 2250

Profits Tax 23.8 132.8 474.3 537.5 652.1 ...

Royalties 30.8 59.9 133.0 187.7 186.4 ...

Other 13.4 3.8 32.7 6.8 19.4 *@

Non-Petroleum Revenues 367.8 533.7 664.4 657.9 553.5 685

Import Duties 161.4 231.0 299.8 273.5 257.2 340

Export Duties 38.4 41.0 33.9 28.3 1.1 1

Excise Duties 78.0 131.8 171.7 182.7 167.0 200

Company Income Tax 36.0 55.4 87.4 70.5 66.8 80

Other Taxes 1.4 10.3 6.6 29.0 3.5 4

Non-Tax Revenue 51.6 89.6 71.3 73.9 57.9 60

TOTAL CURRENT REVENUES 435.8 755.6 1304.4 1389.9 1411.4 2935

Less Statutory Transfer to States 179.4 245.7 327.4 322.6 343.4 573

FEDERAL RETAINED REVENUES 256.4 509.9 977.0 1067.3 1068.0 2362

Source: Federal Government Estimates of Revenue and Expenditure and IBRD mission estimates.



Table 5.3. NIGERIA: FUNCTIONAL CrASSIFICATION OF FEDERAL GOVERNMENT CURRENT EXPENDITURES,
1969/70 - 1973/74

Mission
Actuals Budget Est.

1969/70 1970/(1 1971/72 1972/73 1973/74

(N Millions)

Total Current. Expenditure 507.1 480.0 531.8 663.2 893.5 860

Defense 381.3 324.4 328.8 419.7 502.9 465

Current 269.2 286.2 285.o 380.9 363.3 362

"Capital" 112.1 38.2 43.8 38.8 139.6 103

Non-defense 125.8 155.6 203.0 243.5 390.6 395

General Services 43.0 53.4 79.0 89.9 155.2

Economic and Social Services 38.9 47.6 61.0 73.7 121.3

Other 42.9 54.6 63.0 79.9 114.1

Source: Federal Government Estimates of Revenue and Expenditure and mission estimates.



Table 5.L NIGERIA: COMPOSITIONJ OF STATE GOVERN II2'T I CU1(HiENT R1:VTUEtU.3, 1969/70 1973/74

North North North Benue Mid- East South
wJest Central Kano East Plateau Iwara LsA~os West West C-entral East Rivera Total

'.N willions)

1969/70 (Actual)

Total 14.4 16.4 24.2 19.0 13.6 10.2 34.1 49.3 27.1 .,13.3 8.8 239.,i
Statutory Transfers 11.4 11.3 19.2 15.0 11.0 7.9 14.1 35.1 18.4 11.7 9.3 7.9 169:5 i
Own-Revenues 3.0 5.1 5.0 4.0 2.6 2.3 20.0 14.2 8.7 .. 4.0 0,9 69.8

Income Tax *. 2.2 1.3 0.5 0.8 0.6 12.9 4.5 4.4 *.0.8 0.OA 
Produce Tax .. 0.3 0.3 0.4 - - - 1.9 0.4 .. 0.2-
Other Taxes ..- - 1.5 0.4 0.4 1.8 0.9 1.4 .. 0.2 -

Non-Tax Revenues .. 2.6 2.4 1.6 1.4 1.2 5.3 6.9 2.6 .. 2.8 0.5

1970/71 (Actual)

Total 2.5.6 22.1 30.0 20.2 19.5 .. 40.8 61.5 27.4 J2.6 2.3.6 24.4 327 7
Statutory Transfer 18.3 15.8 23.0 14.9 16.0 12.5 13.3 48.4 17.6 24.13 19.7 21.8 2.33:1
Own Revenues 7.3 6.3 7.0 5.3 3.5 .. 27.5 13.1 9.8 8.3 3.9 2.6 94.6

Income Tax .. 2.9 1.8 0.8 1.0 .. 15.8 3.8 4.7 3.7 1.7 0.9
Produce Tax .. 0.5 0.6 0.8 0.1 ..- - 0.2 - 0.3 -

Other Taxes .. 0.1 1.7 1.4 0.4 .. 1.6 1.3 1.4 0.5 0.4 0.4
Non-Tax Revenue .. 2.8 2.8 2.3 2.0 .. 10.1 8.0 3.4 4.1 1.5 1.3

1971172 (Actual)

Total 28.5 25.8 32.8 34.5 24.5 . 45.7 66.1 54.3 47.5 24.7 36.8 421 2
Statutory Transfers 23.0 19.6 25.5 27.7 20.0 16.1 15.6 52.5 44.3 31.0 18.9 33.2 311:3
Own' Revenues 5.5 6.2 7.3 6.8 4.5 .. 30.1 13.6 10.0 16.5 5.8 3.6 109.9

Income Tax .. 3.2 2.2 1.0 1.1 .. 18.2 4.5 4.3 4.1 2.7 1.5
Produce Tax .. 0.2 0.4 0.3 - ..- - 0.4 0.2 0.1 -
Other Taxes .. 0.1 1.1 0.2 0.7 .. 1.9 1.4 1.2 1.4 0.7 0.6
Non-Tax Revenue .. 2.7 3.6 5.3 2.7 .. 10.0 7.7 4.1 10.8 2.3 1.5

1972/73 (Rev. Eat.)

Total 27.6 27.0 33.8 32.4~ 2h.8 18.9 hl.3 59.8 56.9 55.9 28.7 38.2 U45.2
Statutory Transfers. 23.0 20.6 26.2 27.5 20.0 15.7 13.7 46.1 Ih6.7 31.6 20.9 30.6 322.6
Own Revenues 4.6 6.4 7.6 4.9 4.8 3.2 27.6 13.7 10.2 24.3 7.8 7.6 122.6

Income Tax 0.8 3.4 1.8 1.1 1.3 0.9 17.0 4.5 5.0 4.9 2.0 3.2 45.9
Produce Tax 0.2 0.3 0.8 0.2 - 0.1 - - 0.2 0.3 0.5 0.1 2.7
Other Taxes 1.0 0.1 1.4 0.7 0.8 1.1 2.1 1.4 0.8 2.2 0.6 0.5 12.7
Non-Tax Revenues 2.6 2.6 3.6 2.8 2.6 1.1 8.5 7.8 4.2 16.9 4.8 3.8 61.3

1973/74 (Budget)
Total 28.3 25.8 30.9 ~~~~~~~~~36.0 23.8 20.1 5 1.5 72.0 71.0 71.4 33 41.8 5hO.f

Statutory Transfers 22.3 18.6 22.4 26.4 19.3 15.1 13.8 31.4 54.0 31.5 120.6 34.0 396.6
Own Revenues 6.0 7.2 8.5 9.6 4.5 5.0 37.7 40.6 17.0 39.9 1273.8 964.6

Income Tax ~~~0.8 3.1 2.1 1.4 1.8 1.3 25.0 6.0 5.2 10.5 3.7 336.
Prcodue Tax 02 .3.8 0.6 0.1 0.1 - 10.6 0.8 0.7 0.9 0.1 15.2

Other Taxes 1.1 0.1 1.2 1.9 0.9 0.7 2.1 1.9 10 30.4.65.9
Non-Tax Revenue 4.0 3.7 4.4 5.6 1.7 2.9 10.6 22.2 10.0 25.7 6.6 3.8 101.

1/ Includes N 8.9 of unallocated mining royalties and rents; East-Central excluded.
j/Excluding Kwara.
3/Includes N 34 million unallocated compensation for loss of export duties.

Source: Federal and State Estimates of Revenue and Expenditure.



Table 5.5: NIGERXAs STATUTORY TRANSFSS FROM IMDERAL TO STATE GOVERlNlTS
1969/70 - 1973/7h

Actuels Budget
~2LZ2 1970/71 197Z/72 1972/73 IL=/7

h~ mlijoes)
A. DRIVATION VS13 IfL_S 2! 95S 15

.8 l6.

North Western 2.7 3.7 3.1 8.5 6.9
North Central 4.2 3.5 3.0 7.2 5.9
Iarno 10. 8.3 5.5 11.6 7.0
North Eastern 4.1 4.7 3.7 10.1 8.0
Bfme-Plateau 3.7 3.8 3.3 7.9 6.6
Kuara 2.2 2.5 2.5 5.8 L.7
Lagos 9.2 b.7 3.9 5.2 5.0
Western 22.8 28.h 24.5 26.2 10.8
Mid-Weastern 12.6 7.5 30.5 36.7 h3.3
East Central 1.7 7.5 8.2 15.0 1l.2
South Eastern 2.L 8.1 2.9 9.6 8.5
Rivers 2.7 13.1 21.4 22.0 2L.8

3. DI8q!1'ARItA WOOL 93 S 1k9.9 21h.9 156.8 163.k

North Westerr S.7 lb.6 20.0 1l.5 15.k
North Central 7.3 12.3 16.6 13.4 12.7
Kano 8.7 1b.7 20.0 11.6 15.J
North Eastern 10.1i 10.3 23.9 17.k 18.3
Benus Plateau 7.3 12.2 16.6 12.1 12.7
lwara 6.o 10.0 13.6 9.9 1o.Li
Lagos 5.1 3.6 11.7 8.5 8.8
Western 11.9 20.0 23.1 19.8 20.6
!Mid-Western 6.0 10.1 13.8 10.0 10.6
East Central 10.0 16.8 22.8 16.6 17.3
South East 6.9 11.6 16.0 11.3 12.1
Rivers 5.2 8.7 11.8 8.6 9.2

C. TIOAL STATUTORY
TRAYS2ER5 172.2 

2
85.

7 327.h 322.6 309.LJ

North Western 11.L 18.3 23.1 23.0 22.3
Yorth Central 11.5 15.3 19.6 20.6 18.6
lano 19.1 23.0 25.5 26.2 22.1i
North Eastern lb.5 15.0 27.6 27.5 26.5
Banue Plateau 11.0 16.0 19.9 20.0 19.3
Kvara 8.2 12.5 16.1 15.7 15.1
Lagos lb.3 13., 15.6 13.7 l.8
'destern 34.7 48.h 52.6 h6.1 31 b
Mid-Western 18.6 17.6 8b.3 k6,7 5L0
East Central 11.7 24.3 31.0 31.6 31.5
South Eastern 9.3 19.7 18.9 20.9 20.6
Rivers 7.9 21.8 33.2 30.6 3L.0

1 State governmnts receive two kinds of transfers. One part of
statutory payments is allocated to the states on the basis of the
'derivation principle", i.e. on the basis of the state of origin
or consumption. All import duties on tobacco and motor spirits,
most of the basic export duties on agricultural produce, and
about half or mining rents and royalties are shared on this basis.

Munds are allocated from a Distributable Pool Account on the basis
of population and balanced development. Half of the funds are
shared equally among the states and the other half is distributed
on the basis of 1963 estimated population. About 35 percert of
general import duties, 100 percent of import surcharges, 50 percent
of excise ditesa and of mining royalties and rents are paid into
the Distribatable Pool Account.

2/ Excludes N 8.9 million of unallocated mining royalties and rents.
7/ Excludes N 3b million compensation for loss of export duties.

Sources Federal Government Estirates of Revenue and Expenditure



Table 5.4. NIGMRIA: FEDERAL G0VE1MENT CAPITAL PAEMENTS TO STATES,
1970/71 - 1973/74

Actual Budget Actual Budget Revised
1970/71 1971/72 197273 1972/73 1973/74 1973/74

(w Millions)

CLPITAL PMtHENTS 26.6 96.1 128.2 221.6 307.7

Grants 10. 25.2 b6.7 47 2. 7 .2
Agriculture h.6 5.1 18.2 17.5 31.2 31.2

Education 0.2 8.1 5.2 5.4 7.3 4.8
Water Supply - - - - 24.0 24.o

Health - - 6.0 8.0 4.0 4.0

Other 5.3 12.0 17.0 16.2 16.4 14.2
Loans 16.5 70.9 81.8 174.5 262.9 229.5

Internal Development Loans 12.0 57.3 36.0 64.4 120.0 120.0
Federal Treasury Loans - - .. 98.3 100.0 100.0
Other Internal Loans - - 2.4 2.1 5.0 5.0
External Loans 4.5 13.6 43.h 9.7 37.9 4.5

Source: Federal Government Estimates of Revenue and Expenditure.



Table 5.7. NIGERIA: FEDERAL GOVERI4ENT CAPITAL EXPENDITUWES,-/ 1970/71 - 1973/7b

Original Rev.
Est. Est. Actual Budget Actual Bud et Revised

1970/71 - 1973/74 1970/71 1971/72 1972/n 1972/73 1973

(N Millions)

TOTAL CAPITAI. EXPENDITURE 662.1 1,297.6 55.9 163.8 443.7 259.2 643.3 9LO

DIRECT INVESTMENT 423.5 828.8 29.3 l.9 277.2 1h7.4 350.3 197.2
Economic Services 29335 77.7 22.0 56.W 11777. -397T 677 104.4

Agriculture 31&h 39.8 0.5 6.7 11.4 5.o 12.6 10.7
Roads 201.9 441.1 18.0 47.1 131.6 75.7 10.3 71.1
Other Transport 4o.5 66.2 0.7 1.L 24.5 6-. 28.5 13.2
Industry and Trade 6.7 7.1 - 0.8 2.1 0.8 3.0 2.1
Other 9.8 23.6 2.8 0.4 9.9 8.9 13.1. 7.3

Social and Community Services 70.2 133.8 2.3 16.0 h5.5 31.2 105.6 56.4
Education 2B.3 56.h 1.6 5.1 18.1 9.7 38.7 1b.0
Health 20.3 2h.8 - 8.0 8.1 6.3 10.2 8.7
Hiousing h.8 g.5 - 0.3 b.0 1.8 24.1 4.6
Other 16.8 43.1 0.7 2.6 15.3 13.4 32.6 29.1

General Services 60.0 117.2 5.0 12.5 52.2 17.4 46.9 36.4

FINANCIAL TRANSACTICNS 238.6 468.8 26.6 78.9 166.5 111.8 293.0 254.8
Grants to States 01 1572.9 10.1 25.2 17:6T 17.1 §7 78.2
Industry and Trade 84.0 156.9 1.0 1h.8 45.8 22.7 108.7 98.0

Participation in oil companies - 30.0 - 0.14 8.0 1.0 65.5 65.5
Other equity investments 62.8 90.1 0.7 5.3 23.2 8.5 19.3 14.6
Loans 21.2 36.8 0.3 9.1 14.6 13.2 23.9 17.9

Agriculture 12.2 14.1 - 0.1 9.8 0.7 6.7 6.4
Communications - 36.2 L,.5 6.1 8.0 5.5 21.0 20.1
Education 51.3 61h.0 1.0 21.6 20.0 20.0 21.9 21.7
Other 11.0 44.7 10.0 11.1 36.5 15.8 51.8 30.4

1/ Excluding loans to states.

Source: Federal Government Capital Estimates.



Table 5.8. NIGERIA: STATE GOVERNWNTS' CAPITAL SXPENDITUaES, 1970,171 - 1273/7IJ

Original Revised Prel.
Estimate Estimate Actual Budget Estimate Budget

1970 - 1974 1970-71 1971-72 1972-73 1973-7L

(N million)

Total, by State 931.4 1556.0 118.8 195.0 423.1 293.5 514.7

North West 60.2 92.0 6.6 13.8 30.2 23.2 29.8

North Central 75.1 93.3 5.2 14.8 35.1 26.0 54.5

Kano 103.2 139.1 19.h 26.3 27.9 37.0 39.0

North East 71.9 119.7 8.9 15.7 28.8 24.0 42.4

Benue Plateau 52.9 103.8 8.7 13.1 27.1 22.5 42.0

Kwara 45.6 72.9 4.6 7.1 21.8 15.7 42.0

Lagos 54.2 162.2 5.0 1C.7 52.1 34.1 53.0

West 162.9 162.9 23.1 32.6 24.5 23.0 31.0

Mid-West 77.0 227.3 16.1 20.4 27.7 29.3 20.7

East Central 101.6 104.9 5.5 13.9 56.2 11.5 60.3

South East 59.0 75.7 10.7 12.6 52.6 21.3 49.4

Rivers 67.8 202.2 4.9 14.1 39.1 25.9 50.6

Total, by Sector 931.4 1556.0 118.8 195.0 423.1 293.5 514-7

Economic Services 445.2 777.4 61.6 85.9 204.4 148.8 245.0

Agriculture (194.1) ( 215.0) (20.1) (33.8) (63.8) (44.5) ( 61.2)

Roads (151.1) ( 369.7) (22.0) (30.5) (75.5) (69.2) (103.4)

Industry ( 85.3) (120.8) (7.6) (9.1) (37.2) (13.5) ( 48.6)

Other ( 14.8) ( 71.9) (11.9) (12.5) (27.9) (21.6) ( 31.8)

Social and
Community

Services 416.7 533.6 43.8 90.1 154.9 113.2 187.7

Education (179.3) ( 236.7) (19.6) (31.7) (65.5) (42.2) ( 65.7)

Health ( 87.2) ( 111.3) (8.5) (12.7) (34.2) (19.3) ( 48.8)

Water and
Sewerage (103.3) ( 135.7) (8.7) (33.9) (38.4) (25.4) ( 54.8)

Other ( 46.9) ( 49.9) (7.0) (11.8) (16.8) (26.3) ( 20.4)

Administrative
Services 69.5 244.9 13.4 19.0 63.8 31.5 82.0

Sources: Capital estimates of the various states; Central Planning Office and
mission estimates.



6. MONETARY STATISTICS

6.1 Summary Accounts of the Banking Sy3stem, 1969 - 1972

6.2 Sectoral Distribution of Commercial Bank CreditJ
Official Guidelines and Actual Performance, 1970-1973





tik~. 6.1 NjIGERIA Stfl(AY ACCOUNT OF 4XE BANXIIG SYSTEM, 1969-72
(In miullon of Nfiesrian naoundel a nd of peroili

1969 1970 49119'72

Forsfp aesets (net) L.a.6 .7.1 51.9 52.8 '17.9 101.3 24.5- 2.!.7 EC.? lit. ) 1:4. 120.6 121.8

Liquid assets L6.6 47.1 51.9 52.5 77. 101.3 1.21.1 10'.. 1 139.9 42 1 e
1

I) c. 5 120.' 1.2i. 8

Assets I..1 48.6 51.9 53.1 79.1 101.3 122.5 104.3 14C.0.7 11900 1t., 1241.4 123.2
Limb1lities -3).5 -1.5 -- -0.3 -1.2 -- -1.4 .0.1 -2.8 2. -1. 1 -0.3 -1.4

Arreast at Impor-t payimentsa/ -- - . . - .96.6 -el.. -5s. -. -- -- -

credit to Federill 7,ovsrcAet F7.3 864.3 92.5 108.9 88.~ 51.7 150.6 166.7 12L. 72.' 75.' a6.7 78.4

Advancese 36.9 20.0 3'5.8 26.4 . - . -- -7 . - 1--frsuSbtils and etrtifLcte' 1.8 33.3 136 4. 14 1.7 99.4 1i4.C 45 . . 22.2 1.
tovemat stocSL 38.6 33.0 43.1 39.7 37.1 33.0 51.? 52.7 5C.1 72. 69.9 Al,,5 60.1

CredIit to marketing bmrdts ~0.7 58.. 43.7 32.5 58.?! -2.p 47.5 36.3 ,~ p4 03 63.4
Credit to privat. sector 2.4 0.9 0.9 1.0 L. .. I .1 4.2 5.3 4.6 5.4 7.3

7urrenc7 In circulation 1:.4.6 132.1 145.1 158.1. 171.2 171.3 163.4 161.l 1 2r.2 474. 4 1'..7.0 172.6d 1c.5
Fedemil goeer.=wnt deposita 2.1 1.9 1.5 2.4 1.7 1.4 1 9 2.5 .-
State and local. aVsercnt deposits 3.4 11.2 4.0 5.3 ".2 6.1 10.1 ' 6~ ... 0 9 1" 1
Bankers' deposits a-id cash on -And 12.6 14.7 13.7 1.4.5 23.3 16. 7 15 - 15.0 19,.2 2 :. 213 2-Other deposits 1.1 9.2 1.8 1.8 1.'. 3.8 5 3 5.1 JC.4 4.4.1 6.0
Counterpart of SORt allocattoos . - 6.0 6.0 6.0 11.2 11.2 11.2 11.2 4. 1" 163
Capital and reserves 3.2 3.2 3.2 3.2 3.5 3.5 o.5..1. 4.0Other ittms (nemt) 200 2. 37 3.6 19.6 13.-9 1,3 '2 2.1 1 81 

2'

F.rte1n assets (not) "19.7 -58.8 -69.9 -79.1 .87.' .110.3 -60.6 -2' 6.4 ' 1.
14o.4id adset3 -0.1 -0.1 -2.1 -2.2 -1.7 -6.3 -2.2 -7.6 0.2 2 2 1.4
Assets . 2.3 . . 3.1 3.1 4, --5 5.. 7.iebilities .~~~~~~~~~~~~~2.9 2. -4.2 -4.2 .4.8 ..u..4 - -v0 -

Arrears of import pyayvntS!/ -49.6 -58.7 -67.A .76.9 -86.0 -102.0 .58.1 -15.5 -8.2 - - - -

Cash and deposits at Central aMob 12.3 14.7 11.7 14.5 23.? 16.7 15.5 15.0 10.2 210.2 .~21.! 21.9
Credit to Federal CGorneimnt 174.3 206.6 226.4 235.1 266.8 294.0 190.8 164.1 149.8 178.4 177.8 199.8 192.4

TreasurY bills 97.8 108.7 126.6 130.6 138.4 161.2 80.2 57.5 50.9 76.4 75.7 97.9 R7.1Treasury certirieates b9.4 94.4 95.1 95.3 111.7 125.8 105.2 102.2 94.5 9,7.6 97.6 97.3 101.0ave at Stock 1.0 0.9 2.4 2.4 2.' 2.4 4.9 4.4 4. l 44 13 43
0the~ ~ 6.1 2.9 2.3 6.8 14.0 4.6 0.5 -- - - 0.1 0.1 -

Credit to State sod local goversesants 2.4 3.8 1.2 0.8 0.6 3.0 2.0 1.8 1.7 3.1 3.3 3.5 4.5:Credit to private sector 115.2 106.3 116.7 1317.7 171.2 189.7 217.6 231.0 259.1 251.- 264.2 273. 5 318.

Dennd d5poalts 85.5 103.7 99.5, 104.2 131.6 144.1 122.8 112.8 126.8 135.1 128.7 138.3' 151.3
'evi" deost 47.3 51.7 58.5 62.6 64.9 72.5 77.6 80.3 80.2 83.8 87.9 ~3-2 100.5.f-ts5l dep:Osits 53.9 60.1 69.2 73.6 84.3- 90.8 65.2 81.2 78.6 80.8 87.9 94.3 100.9.,Aodits of state and loeal goveromnets 13.8 15.5 22.3 31.3 32.4 30.5 43.3 -5.4 43.0 49.5 43,.9 50.0 44.2

.from Central MB - - -- -- - 0.8 0.8 -- - - .6 2.3 1.9Sod reserx~~~~~~~~~s 27.2 27~~~~~.3 27.6 27.9 287 30.6 31.2 34.4 35.1 36.7 37.0 -. 3 38.4
0tb~~~~t1tees (net H ~~~~~~~~~26.8 14.3 11.0 9.4 32.6 23.8 24.4 44.4 58.1 70.0 79.- 64.5 98.7

Ioreig assets (net) 3-31 -1.1.7 .18.0 -26.3 -9.5 -9.0 .36.1 -0.7 72.2 419.6 108.7 120.-4 .2 0. 4

'-iquid assets 46.5 47.0 _49.8 50.6 76.2 93.0 118.9 96.5 140.1 1.19.6 108.7 120.4 120.4
Arrears of import paysats

1 1
-49.6 .58.7 -67.8 -76.9 -86.0O -12. 0 -155.0 -97.2 .67.9 - - -

Poestic credit 402.9 433.7 453.6 477.0 553.3 575.3 557.3 562.5 532.3 503.4 518.6 541.0 608.9

Credit to Pederal Goverinmnt (net) 259.5 291.0 317.4 341.6 353.6. 344.3 339.5 328.3 272.L 248.9 250.6 282.4 265.8
Credit to stAte and local govarmats (not) -14.9 -22.9 -25.1 .35.8 -36.0 .33.6 .51.4 .37.3 -46.0 .52.4 .51.5 .60.6 -46.1
C'redit to urketiog boards 40.7 58.4 43.7 32.5 58.7 70.8 47.5 36.3 40.9 50.6 50.8 40.31 6i.4Credit to privats sectar 117.6 107.2 117.6 138.7 177.0 193.9 221.7 23,5.2 265.0 256.3 268.' 278.9 325.8

Mon?ey 221.1 245.0 246.4 264.4 304.2 319.2 292.0 287.0 314.4 314.6 299.2 313.2 349.9

Currency 134.6 132.1 145.1 158.4 171.2 171.3 163.9 169.1 177.2 174.1 167.0 172.F 192.6
D-and deposits 86.5 112.9 101.3 106.0 133.0 147.9 128.1 1.17.9 137.2 140.5 132.2 140.4 157.3

Quasi-morey 101.2 111. 8 127.7 136.2 148.9 163.3 142.8 161.5 138.8 164.6 175.8 187.5 201.4Co.mterpsrt of sDe .- .. 6.0 6.o 6.0 11.2 11.2 1.1.2 U..2 16.3 16.3 16.3 16.3
Capital and rassery 30.4 30.5 30.8 31.1 32.2 34.1 34.7 37.9 38.9 40.5 40.9 41.6 4e.4Other Stem. (inat)" 147.1 34.7 24.7 13.0 52.2 38.5 40.5 64.2 81.2 87.0 95.1 1c0.8 119.3

Suc:Internlational Monetary Fund.
j Par comoreial beani conisists of arrears for which counterpart deonsits have boe" made, viklls for the Central aMo it corresponds to the special depositsrequired ii respoet to theme deposits, beginnLing in June 1971.

F/ icssrs up to April 30, 1970 exclude banks in eastern states.
Con.siffst of advances sod call money Investments in government paper.J Including not intewbank lnost.



Table 6.2 NIGERIAI SECTORAL DISTRIBUTION OF COWMERCIAL HAMK CIlEaI'r - OFFICIAL GUIDELINES AIND ACTUAL PERPH4ACE, 1910-73

Actual Credit OutstandinR at end of: Credit Ouidelines tor period ending
1969/bit/ 1970 1971 1972 1972/73j1 1969/70_/ 1970 1971 1972 1972/731/ March2/ Dec.2/ Dec, March March

1970 1970 1971 1973 1974
(Naira Millions) - (Percentages) (Percentages)

Total 227.8 351.3 502.0 619.5 579.6 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
(Annual growth, percentage) (42-9) (23.-4) (15-0) (1.0)3/ (20.0) (8.4) - _

Production 71.0 116.0 178.0 222,6 210.8 31.2 33.0 35.5 35.9 36.4 32.4 33.4 39.6 45.0 45.0

Agriculture 4.8 7.0 9.3 19.2 16.0 2.1 2.0 1.9 3.1 2.8 2.9 3.0 4.6 4.0 4.0

Manufacturing 44.2 76.4 119.7 144.0 137.7 19.4 21.7 23.8 23.2 23.8 20.1 21.3 25.0 30.0 30.0

Mining and Quarrying 3.1 6.6 11.6 10.2 7.8 1.4 1.9 2.3 1.6 1.3 0.6 1.4 2.3 4.0 4.0

Real Estate and Construction 18.9 26.0 37.4 49.2 49.2 8.3 7.4 7.5 7.9 8.5 8.8 7.7 7.6 7.0 7.0

General Commerce 103.0 167.5 221.2 222.2 199.8 45.2 47.7 44.1 35.9 34.5 49.9 47.8 46.3 32.0 32.0

Exports 41.7 69.5 91.7 90.3 67.0 18.3 19.8 18.3 14.6 11.6 24.4 25.5 20.5 10.0 10.0

Imports 33.1 59.9 63.1 50.2 47.5 14.5 17.0 12.6 8.1 8.2 23.2 11.9 15.6 10.0 10.0

Domestic Trade 23.8 32.2 56.4 73.7 74.9 10.4 9.2 11.2 11.9 12.9 8.6 8.5 10.0 10.0

Bills Discounted 4.4 5.9 10.0 8.0 10.4 1.9 1.7 2.0 1.3 1.8 2.3 1.7 1.5 2.0 2.0

Services 12.3 19.7 35.4 49.5 48.1 5.4 5.6 7.0 8.0 8.3 5.1 5.8 5.7 11.0 11.0

Public Utiltties 1.7 0.7 3.6 5.2 3.4 0.7 0.2 0.7 0.8 0.6 1.0 1.2 0.3 3.0 3.0

Transport 10.6 19.0 31.8 44.4 44.7 4.7 5.4 6.3 7.2 7.7 4.1 4.6 5.4 8.0 8.0

Other 41.5 48.1 67.4 125.2 120.9 18.2 13.7 13.4 20.2 20.9 12.6 13.0 8.4 12.0 12.0

Personal and Professional 13.2 23.3 33.1 61.9 54.8 5.8 6.6 6.6 10.0 9.4 2.7 4.0 3.0 6.0 6.0

Government 7.8 1.3 3.6 9.0 10.5 3.4 0.4 0.7 1.4 1.8 1.0 1.7 0.3 2.0 2.0

Other 20.5 23.5 30.7 54.3 55.6 9.0 6.7 6.1 8.8 9.6 8.9 7.3 5.1 4.0 4.0

j/ Fiscal year ending March 31.
2/ These guidelines were expressed as percentage growth of credit outstanding to various sectors anid sub-sectors during a specified period. The implied
Istructure of credit is shown here for ease of comparison with more recent guidelines.
3/ December 1968 to March 1970.

Sourcei Central Bank



8. INDUSTRY

8.1 Index of Industrial Production, 1966 - 1973

8.2 Index of Manufacturing Production, 1966 - 1973

8.3 Petroleum Sector Accounts, 1970/71- 1973/74





Table 8.1 NIGERIA : I X OF INUSTRIAL PRODUCTION

(Base: Quarterly average 1965 = 100)

, .lity Total all
Pei o iod ad Weight 4maufacturin,i/ - izniing (elUettricity) Indu.estries

Weight 512.6 435.8 51.6 1,000.0

1966 111.7 145.4 111.9 126.4
1967 114.2 1l2.4 97.1 112.5
1968 114.0 54.3 94.1 87.0
1969 150.2 181.5 104.9 161.5
1970 167.4 349.3 125.6 244.5
197./ 173.7 506.4 158e7 317.9
19720/ T98.4 589.4 183.7 30.C0
1973g/ ...

1q6 lt quarter 111.5- 125.0 110,9 110.7
2Dd quarter 105.0' 121.7 115.1 112.8
3rd quarter 108.4- 156.3 105.0 129.1
4th quarter 121.4' 178.3 117.2 146.0

1967 lat quarter 134.9' 189.6 123.0 158.1
2nd quarter 132.4 194.4 98.7 157.7
3rd quarter 87.9 38.3 82.0 66.0
4th quarter 100.5 28.2 84.5 68.2

1968 1st quarter 105.9 26.1 91,6 70.4
2nd quarter 108.2 36.0 94.6 76.0
3rd quarter 108.2 44.3 92.5 79.5
4th quarter 132.6 111.2 98.3 121.5

1952 lst quarter 134.0 179.7 101.7 152.2
2nd quarter 136.1 178.8 102.9 153.0
3rd quarter 157.5 161.4 102.5 156.4
4th quarter 167.1 205.9 113.0 181.2

1970 lst quarter 153.3 261.1 115.52 198.3
2nd quarter 158.4 310.7 124, & 223.1
3rd quarter 175.5 386.9 127. 265.2
4th quarter 180.9 438.5 134. 295.9

1=91st quarter 168.5 500.9 145.3 312.2
2nd quarter 166.1 501.9 152.7 311.8
3rd quarter 183.3 472.4 165.9 308.4
4th quarter 176.3 550.6 171.0 339.1

1972'11at quarter 183.0 560,2 170.7 340.7
2nd quarter t96.9 578.5 180.8 362.4
3rd quarter 2M,,4) 605.3 176.2 376.5
4th quarter Z10.2 621.8 197.1 3868S

1 934"1st quarter 194.0 619. 220.1 380.1
2nd quarter *' 4._ 22(,

I/ From the 3rd quarter of 1967 to the 2nd quarter of 1971, index does not
include manufacturing production in the eastern states.

2/ Revised. . Provisional.

Sourcet Central Bank



Table 8.2 NIGERA iIN(DEX 0F Y4fUFJ&TJRING PIL6LOCTIOII, 9,173/

(Base: quarterly average 1965 1(X); v.uights:),965 valuao added)

AeratedRai,

waters Beer Faints & ~~~~~changern, Soap & Sugar &
(soft (including Ciga- Cotton allied TV assem- Roofing Rubber deter- confeo- TPin V'egetabl.e Vehicle

W-eight 5jJ8 7jA,Q MA,. lid. Aid i.I. AA. AA~ k-4 11L5 MA- ii. lig M4 w
1966 89.1 110.2 102.0 90.0 171.8 106.4 120.4 136.1[ 1 ~.2 92.9 112.7 150.0 98.0 68.8 113.2 111.71967 57.2 105.6 74.7 85.4 226.2 220.7 114.0 155.7 157.7 88.1 103.7 172.5 97.5 67.1 141.6 114.21963 84.5 123.7 58.4 90.8 212.6 214.9 102.6 150.6 142.3 t15.7 74.2 175.0 104.0 97.3 125.9 114.01969 107.9 153.2 57.6 157.8 273.8 291.1 164.4 245.6 142.3 90.5 75.1 273.0 93.7 109.3 189.4 150.219702/ 140.0 192.5 59.5 141.1 314.6 423.1 265.2 340.5 184.6 102.4 81.6 352.5 85.0 105.0 226.4 167.41971 / 216.5 222.4 65.4 144.2 303.6 397 .5 269.5 258.2 284.5 100.0 85.7 543.0 77.5 62.5 228.6 173.719 7 ,2I 261.8 331.3 115.7 157.8 277.7 385.0 321.9 212.7 365.4 85.7 120.8 322.5 73.8 56.8 194.4 198.4

J.qk lot quarter 97.2 99.9 105.8 95.8 159.1 180.8 i22.3 110.4 204.8 107.7 116.6 154.8 11.7 71.3 111.5 111.52nd quarter 94.5 113.9 104.1 80.8 148.4 138.9 130.4 138.9 193.6 85.4 113.7 135.3 103.2 63.9 72.3 105.03rd quarter 68.1 111.3 95.5 87.3 169.2 152.1 125.9 149.7 106.7 84.3 90.8 131.8 77.4 84.6 110.0 108.44th quarter 96.4 115.6 102.1 96.1 207.1 225.0 103.6 145.0 202.7 101.7 121.5 177.5 97.8 55.9 158.9 121.4
let quarter 119.7 112.5 98.8 89.5 258.0 225.5 151.3 176.7 205.1 150.2 155.9 195.4 93.1 59.5 153.5 134.92nd quarter 103.9 124.5 105.4 95.8 257.4 183.0 140.2 164.7 221.9 90.0 143.8 191.6 95.5 64.9 i153.7 132.43rd quarter 48.9 77.7 45.0 78.0 178.8 191.9 71.9 164.5 1lt 1.'3 51.5 40.6 156.7 101.5 72.0 138.3 87.94th quarter 76.3 108.4 49.2 78.2 107.7 224.2 93.3 116.9 91.0 64.3 66.4 148.9 100.8 72.6 120.7 100.5

196 1et quarter 94.6 103.0 65.3 83.3 193.3 106.6 106.3 133.8 128.7 100.8 73.8 148.0 112.1 87.6 12.5 105.92nd quarter 06.1 113.6 64.0 97.7 187.4 178.8 104.5 124.1 136.0 61.1 78.3 .172.6 96.7 99.0 124.8 108.23rd quarter 53.5 113.1 47.9 84.1 22a.3 200.5 93.3 141.3 132.3 72.3 68.5 177.5 115.5 97.9 120.9 108.24th quarter 103.8 165.0 %.2 98.1 243.5 237.0 106.7 201.3 169.8 109.4 76.1 205.7 94.8 105.7 137.3 132.6
1.a st quarter 114.8 130.2 63.2 110.1 268.2 268.9 174.6 159.1 134.1 112.2 70.1 270.9 106.7 106.9 171.2 134.02nd quarter 118.9 149.5 55.8 136.1 261.7 231.5 167.0 158.8 118.7 75.9 71.6 228.6 95.8 79.9 211.7 136.13rd quarter 84.1 147.5 51.7 186.5 276.4 294.2 159.4 374.3 159. 88.3 83.2 267.8 82.9 135.3 184.6 157.54th quarter 1139 185.4 59.5 198.7 285.7 293.0 157*.6 287.0 162.3 87.4 75.5 328.6 89.2 115.3 190.1 167.1

_1j10 let quarter 162.5 100.5 54.1 112.0 305.5 343.6 209.4 317.5 171.3 103.4 80.9 326.2 87.3 10.7 160.1 153.32nd quarter 168.3 176.1 64.0 149.4 286.5 362.6 206.6 322.0 181.6 94.3 84.3 372.3 93.2 91.1 178.0 158.3rd quarter 11.6 204.6 60.7 152.1 327.5 430.0 279.0 353.9 189.9 104.3 80.1 350.2 76.7 108.1 279.5 175.54th quarter 142.4 173.1 63.6 151.0 353.2 444.8 246.0 368.1 201.9 114.7 80.9 364.0 82.8 111.3 287.8 180.9
19711/last quarter 220.1 204.9 53.9 133.2 305.5 375.'1 328.6 280.3 258.4 114.8 77.3 350.5 80.8 94.7 242.7 168.52nd quarter 222.9 217.0 60.9 132.8 206.5 356.7 224.1 316.0 265.6 103.9 48.5 706.5 68.7 81.2 181.5 166.13rd quarter 175.3 222.7 71.5 156.4 314.6 379.3 287l.5 223.5 322.6 96.4 114.6 630.1 85.4 53.9 236.3 183.34th quarter 247.2 244.9 74.4 154.2 308.0 374.4 238.8 210.2 291.5 89.8 102.4 494.8 75.3 20.4 254.0 176.3
1972;'1st quarter 279.1 283.3 90.5 161,4 242.Z 394.9 315.2 214.6 362.8 95.5 98.3 326.1 73.1 61.2 191.7 183.02nd quarter 217.4 338.2 119.0 164.2 234.1 326.6 333.5 238.3 383.7 76.2 147.7 348.1 75.9 50.9 192.9 196.93rd quarter 238.2 361.8 122.7 161.2 296.1 336.9 320.5 239.3 382.7 80.6 97.2 466.1 69.3 55.4 174.9 206.04th quarter 312.3 341.7 130.2 144.0 355.0 380.2 319.6 204.5 340.3 96.6 139.9 379.5 66.0 51.5 218.5 2 10.2
i197'I/s at quarter 312.9 280.9, 117.8 144.0 291.0 352.2 300.0 204.8 1332.9 1 16.9 164.2 1389.3 76.1 57.6 160.6 I194.0

if From the 3rd quarter of 1967 to the 2nd quarter of 1971, index does not include manufacturing production in the eastern states.
LI/ ;evisod. .31 Proviaionaa.

Source: Central Bank



Table 8.3. NIGERIA: PETROLEUM SECTQi ACCOUNTSS, 1970/71 - 1973/74

1970/71 1971/72 1972/73 1973/74

(W Million)

Gross Proceeds 614 1100 1263 3000

Exports 586 1060 1218 2900
Local Sales 28 0 5 100

Loss: Intermediate inputs 80 80 90 100

Value added 534 1020 1173 2900
Government income 232 732 2250
Depreciation 60 80 90 100
Income of nationals 10 12 1 320
Income paid abroad 232 288 337 230

Gross Fixed Capital Formation 163 195 225 210

E;ports of goods 586 lobO 121d 2COO
Imports of goods -56 -50 -48 -50

Trade Balance 530 1010 1170 2850
Non-factor service, net :389 -130 -150 -170
Income paid abroad -232 -288 -337 -230

Current Account 203 592 683 2L80
Direct investment 103 115 135 30

Overall Balance 306 707 818 2780

Direct payments to Government 232 640 732 2250
Other local payments of oil

companies 112 107 131 350
Less: Local proceeds -28 -h0 -45 -100
Net Foreig Exchange
Contribution of Oil Sector 306 707 818 2780

Annual Output (Million barrels) 135 565 675 750
LrcaL 5ales - -11 -7 -7

Exports 429 571 660 735

Export price ($ per barrel) 1.91 2.60 2.81 6.61
(N per barrel) 1.37 1.86 1.85 3.95

Govt. revenues ($ per barrel) 0.75 1.53 1.65 4.91
(N per barrel) 0.53 1.12 1.08 3.00

Source: Mission Estimates.





9. PRICES

9.1. Index of Consumer Prices, 1966 - 1973





Table 9.1 NIGERIAt INDEX OF CONSUMER PRICESJ 2/ 1966 - 73

All Items Accommo- - Fuel and Tobacco and Other Other

All items Food less food dation Clothing Drinks light kolanuts Transport purwhases services

(1960 ; 100; monthly averages)
Weights 1,000 455 515 112 9X 81 37 37 65 56 63

1966 125.5 133.1 f18.8 116.6 127.7 123.3 IZU.3 87.8 122.9 113.3 123.5

1967 120.8 120.1 121.0 119.7 129.8 123.5 129.0 87.5 124.5 117.6 121.5

1968 120.3 112.6 126.6 122.6 137.7 135.1 128.9 88.9 130.2 129.0 121.1

1969 132.3 133.9 131.0 126.2 148.4 138.3 132.5 92 2 132.0 134.8 121.3

1970 150.6 164.4 138.8 129.7 160.6 140.1 144.9 97.1 143.4 151.5 125.7

1971 174.7 211.4 144.1 132.4 166.8 146.1 161.6 98.8 144.0 164.6 127.0

1972 179.6 216.6 148.8 135.4 167.3 152.7 178.3 102.7 149.5 169.0 130.6

1973 187.4 220.8 161.7 138.7 196.7 182.9 174.3 101.5 164.3 165.8 145.8

(Changes in per cent)

1967 -3.8 -9.8 1.9 2.5 1.6 0.2 7.2 -0.4 1.3 3.8 1.6

1968 -0.4 -6.3 4.6 2.4 6.1 9.11 -0.1 1.6 4.6 9.7 -0.3

1969 10.0 18.9 3.5 2.9 7.8 2.4 2.8 3.7 1.4 4.5 0.2

1970 13.8 22.8 6.0 2.8 8.2 1.3 9.4 5.3 8.6 12.4 3.6

1971 16.0 28.9 3.8 2.1 3.9 4.3 11.5 1.8 0.4 8.6 1.0.

1972 2.8 2.5 3.3 2.3 0.3 4.5 10.3 3.9 3.8 2.7 2.8

1973 4.3 1.9 8.7 2.4 17.6 19.8 -2.3 -1.2 9.9 -1,9 11.6

1/ Composite of major cities.

Source: Central Bank of Nigeria, Monthly Report.


