58

Obiora Ike and Emeka

BETH 9: 1-2, 1997

Ngwoke

"Nigeria: Prospects for Development"
A Response to the World Bank
By
Obiora Ike & Emeka Ngwoke

Introduction

hopes, the griefs and anxieties of the
men of this age, especially those who are poor or in
any way afflicted, these are the joys and hopes the
griefs and anxieties of the followers of Christ."
(Gaudium et Spes No.1)
"The

joys

in the

The above words

Council's

document,

(Gaudium

et

Spes)

and

"The

opening paragraph
Church

They

the

of Vatican II

Modern

World"

has been the

underlying principle of the
temporal order political, social and
basis of her preferential option for the

Church's intervention in the
economic.

in

form the

-

They are also the basis of this response to the World Bank's
Report on Nigeria. For "the joys and hopes, the griefs and
anxieties" of suffering Nigerians, especially the poor and those
who are in any way afflicted, are "the joys and hopes, the griefs
and anxieties" of the Church in Nigeria and indeed of all who truly

poor.

bear the
In

name

Christian.

going through the Report one is
and depth of research: 165 pages

almost overawed

by

its sheer

print including 24 pages of
statistical data and three pages of bibliography. Twenty-seven
pages of executive summary and a page of precis precede this. It is
therefore quite a challenge to read through the entire Report
without getting lost in a maze of information and often-ponderous
economic analysis.
Reading through the first few pages of the Report, it is obvious
that one is not being presented with an unbiased or objective
size
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Nigeria's socio-economic situation with a view to
laying open policy options for the country's leaders. Rather, one
notices a determined defence of an entrenched position and a thinly
veiled attempt to sell or rather force down our throat a particular
model of fiscal policies and macro-economic management.'
F or instance, while recognising three policy positions in what is
an on-going debate on Nigeria's way forward in socio-economic
management, unfair comments appear to be used in dismissing the
other two options. The StatistlNationalist approach is condemned
as being "strongly supported by interest groups hungry for power,
and who benefit from rent-seeking activities that can be undertaken
because of excessive regulatory role of the state". (P. 5) Its failure
is a forgone conclusion, and therefore "it is not analysed as its
outcomes have been documented in Nigeria's economic history:
such a vision has led Nigeria along the road of reductions in real
incomes and increases in poverty". (p. 6) The third option, which
the Report terms the "muddling-through" approach, is similarly
rejected because its advocates wish to "maintain the exiting status
quo in terms of existing economic and political power structure
between the North, South and middle-belt regions". Besides, we
are told, it allows interest groups both within the military and the
civilians to profit for personal gain". (P.6)
By contrast, the so-called market-friendly/internationalist
approach, which the Report advocates, is glamorised for being
supported by "interest groups that want to see the country move
forward at a fast pace by liberalising the economic system and
strengthening the country's links with the International
community". (p. 5)
Suffice it to say that this manner of reasoning is rather
unfortunate and only capable of generating much heat without light
while obscuring the real issues at stake. Beside the obvious lie
involved in the claim that the StatistlNationalist approach has led
Nigeria "along the road of reductions in real incomes and increases
in poverty" (p.6), one must point up the fact that a policy option is
neither good nor bad because of who supports or opposes it. Any
assessment of

.
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only be legitimately rejected for superior reasons
and not simply for flimsy political
pragmatic

can

or

-

reasons.

In the

paragraphs that follow, we shall, in the spirit of what
should remain an on-going debate, proffer our own suggestions
about Nigeria's multiple problems of socio-economic management,
and our own assessment of the Bank's major policy prescriptions
as contained in the said draft Report, to wit:
privatisation,
rate
liberalisation, divestment, exchange
deregulation and removal
-

of subsides. In the

obvious that

course

of

our

discussion, it would become
development, the Report is a

for economic

recipe
ignores human capital enhancement that is
indispensable for the development of a good economy. Rather one
finds a carefully orchestrated plan of fiscal and macro-economic
management aimed at ensuring continued repayment of Nigeria's
huge external debts and paving the way, for an eventual take-over
of Nigeria's economy by Western international and monopolistic
finance capital.
disaster

as a

since

it

Nigeria's External Debt Burden
Although the Report is quite on target in identifying the many ills
of Nigeria's macro-economic management, it failed to highlight
and give prominence to the greatest obstacle to Nigeria's continued
economic development, namely, her insupportable debt burden
which is at the root of the present crisis. Otherwise, why does the
Bank assume the business of prescribing how Nigeria manages her
economy?
Nigeria's fortunes took a plunge in the early 1980s when oil
revenues began to decline and, rather than curtail her expenditure,
Nigetia allowed herself to be goaded into contracting international
debts. The situation grew progressively worse as the country
remained profligate while her income continued to decline; and so
her debts kept mounting. With the virtual collapse of oil prices in
1985, Nigeria lay prostrate and by 1986 she was forced to submit
to the IMF/World Bank's harsh therapy of economic Structural
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how not to

seen

since 1986

national economy.
in tears and blood huge
run a

simply, Nigerians have been paying
and crushing reparations for the nation's past profligacy.
The Bank's Report alongside earlier policy prescriptions in
Structural Adjustment Programme (SAP) easily calls to mind
Put
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the
the

of the Second World War, which was laid at the Versailles
Peace Conference in 1919. When the First World War ended, the
ruse

met in
America, Britain, France and Italy
Versailles, France, and imposed a humiliating and punitive peace
on defeated Germany. She was asked to pay a whopping $40

victor nations

billion

-

-

damages. Lord John Maynard Keynes, the world
famous Cambridge economist, saw the imposition as a reckless
settlement of political scores and denounced the peace as
"outrageous and impossible" and warned that it "can bring nothing
but misfortune behind it". In protest, Keynes resigned his cabinet
position at the London exchequer and went on to publish The
Economic Consequences of the Peace in which he took further
swipes at the peace pact. "It is an extraordinary fact that the
fundamental problems of a Europe starving and disintegrating
before their eyes, was the one question in which it was impossible
as war

to arouse the interest of the four." He then went on to warn, rather

prophetically:
The

danger confronting us, therefore, is the rapid
depression of the standard of life of European populations
to a point which will mean actual starvation for some
men will not always die quietly. For starvation which
brings to some lethargy and a helpless despair, drives other
temperaments to the nervous instability of hysteria and to a
mad despair. And these in their distress may overturn the
...

organisation, and submerge civilisation itself in
their attempts to satisfy desperately the overwhelming
needs of the individual. This is the danger against which all
remnants of
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idealism

must

now

cooperate."
Lord Keynes' appeals and warnings

already

deafened and blinded

the

went unheeded

sabres of

by

a

world

and the

by
rattling
was
forced to pay the "pound
enriching plunder. Germany
of flesh" and predictably widespread resentment followed. It was
only a matter of course when, with time, Adolph Hitler arrived on
war

lure of

political scene and with a rare combination of oratory,
organisational skill and sheer demagoguery, fanned the collective
rage of the German people into a fierce blaze that almost consumed

the

the entire word in World War II.

Nigeria has not been engaged in warfare nor is she suffering as a
vanquished nation. Nevertheless, the collective experience of
African nations emerging from colonial rule and trying- to organise
their national economies in a world dominated by greed and fierce
competition has not been less daunting than the prosecution of war.
Their failures in a game dominated by stronger nations where it is
'the weak to the walls' has been as humiliating as the loss of a war.
The very sub-human existence and social disintegration, which
greatly alarmed Lord Keynes about Germany, have become the
standard fare in Nigeria and in most African nations (especially
Rwanda, Zambia, Ethiopia, Zimbabwe, Burundi, Zaire, and
Sudan). They groan under the yoke of the IMF /World Bank
regime. Lamenting Nigeria's fate the Catholic Bishops Conference
of Nigeria (CBCN) recently stated,
Nigerians are faced with 'starvation and destitution of
incredible magnitude, Workers do not earn enough to live
above starvation level; one can only imagine the deplorable
conditions of the teeming populations. of the unemployed.
The nightmarish condition of life and property experienced
in the upsurge of armed robbery and hired assassinations
make life extremely difficult and precarious for the people
.

of this country.
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writing on Nigeria, Osamaro Ibie, links his graphic
portraiture of the situation with an analysis of the country's
prolonged economic crisis and social distress. In his own words,
Also

routine dread to live with,
while the incidence of the public sector's inability to pay
has become

Unemployment

a

salaries and wages regularly to its employees has become a
regular feature. Public sector employees and some strata of

compelled to pay distressed wages
and salaries to their employees. The result is that a large
proportion of the society now lacks the purchasing power to
buy their basic necessities. The reading of the external
barons of the World Bank and IMF who are overseeing our
but who are no more than ivory tower
economy
the

private

sector are

-

theoreticians
which

is

-

is

that, there is inflation in the economy,

explanation for taking
productive measures to keep real and
the

forlorn levels

several

counter

money wages at

....

My reading of the present condition of our economy is that,
it is suffering from the anorexia nervosa of stagflation, that
is, an economy beset by high cost inflation, a high rate of
unemployment of all production actors and lack of
purchasing power."
In order to understand the

proffer
general

Nigerian

situation and to be able to

genuine solutions, it is necessary to locate it within a
economic theoretical framework. The prosperity of nations

is not measured

the volume of their mineral

deposits nor by the
vastness of their infra-structural development but by their present
incomes. When the individual and collective incomes of a nation
are high, a nation is said to be in prosperity; when otherwise, it is
said to be in a depression.
Incomes themselves move from hand to hand as goods and
services are demanded and provided. This reciprocal exchange of
incomes through the provision of goods and services keeps the
by
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economy turning. This process will remain
when people save up their earnings with banks or

unchanged
buy up stocks since the money remains available for business. A
problem will arise, however when people, instead of banking their
savings or using them to buy up stocks, simply hide them away in
their homes. If this practice becomes widespread, there will be a
shortfall in the supply of funds into the economy. This, however,
does not usually happen.
Depression arises principally because of the inability of business
to expand endlessly to invest savings. Business, of course, does not
need savings for its day-to-day activities. They become necessary
only when business is expanding. A thrifty community will always
be saving but business cannot be expanding all the time. This
disjunction between continuous saving and sporadic investment
creates a depression, which is economic contraction. "If our
savings do not become invested by expanding business, our
incomes must decline".' When however, investments pick up
again, wages will in turn begin to rise. This is called the see-saw
theory of savings \ and investment. This theory, however, fails to
explain how an economy could remain in a prolonged state of
depression. John Maynard Keynes provides the necessary
explanation.
The savings and investments see-saw are not unrelated business
activities. They meet at the capital market where savings are traded
at a price or interest rate. If savings were low, interest rates would
be high; but if savings accumulated, lending rates would fall. This
fall in lending rates was expected to entice back reluctant investors
into business expansion. In this way, the see-saw theory sought to
explain the boom and burst swings of the economy. But not quite
satisfactorily!
The Great Depression of 1929 and the early 1930s happened and
failed to respond to this neat theory of rebound after a collapse.
John Keynes in his book, The General Theory of Employment,
Interest and Money resolved the puzzle by observing a simple and
even

_
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flood, there would

depression.

happened when an economy went into an
economic tailspin was that incomes contracted, and what
happened as incomes contracted was that savings were
squeezed out. How could a community be expected to save
For

as

what

much when everyone

prosperous? Quite
savings; not a flood
Since 1986 when

hard up as when everyone was
obviously, it could not be a glut of
was

of savings but

Nigeria's

economy

a

trickle."

came

under the

regime of
plagued by the

the World Bank and IMF, her economy has been
twin ills of spiral inflation and stagnation. These were occasioned

by massive currency devaluation that has virtually wiped out the
purchasing power of the vast majority of Nigerians. Savings have
dried up and investment is almost non-existent. Notwithstanding,
Nigeria has a Frankenstein hanging around her neck, namely, an
$32 billion which attracted a service
whopping $4.7 billion (13% of her export earnings)

external debt burden of

obligation of a
last year. Nigeria

over

caught in the web of the paradox of
plenty, the anomaly of idle men and idle

is therefore

"want in the midst of

machines".
The
to

reason

for this

satisfy wants, which

demands which

is that the economy does not produce
limitless
rather, it produces to meet

paradox
are

small

-

one's wages.

Nigeria'S growing
non-employed,
under-employed and the middle
purchasing power has been wiped out are therefore
virtual economic zeros since they are incapable of making any real
impact on the economy. With such a prostrate economy, Nigeria is
unfit to meet her external debt service obligations (only $2 billion
was paid out of $4.7 billion which was due last year) or engage in
any meaningful development effort.
army of the
class whose

are

as

as

the
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precedents.

Britain

similar fate in the past.

Akinjide,

By the first two years of the second World War, Britain was
practically bankrupt. Germany had overrun the rest of
Europe. The British Channel Islands were occupied. Defeat
was starring Britain in the face.
In January 1941, the concept of Lend-Lease wa� enunciated.
Britain and the Soviet Union badly needed to be rescued. The
notion was that military equipment could be transferred by
the USA to Britain and the Soviet Union for
could later be returned
neither Britain

for them. In

or

paid

war

efforts and

for in kind. The truth

was

that

the Soviet Union had the money to pay
reality, it was a free grant of funds replacing
nor

international

lending. The unacceptable consequences of
post-war debts were thereby cleverly avoided. Rather than
ask for repayments, in June 1947, the USA initiated the
Marshall Plan in a Harvard address. by secretary of state
Marshall in order to
Europe and Japan.'

rescue war

Ifthe World Bank's draft

devastated and debt-socked

proposing a "Marshall
Plan" or rather an "Albright Plan" or perhaps a "Clinton-Major
Kohl-Chirac Plan" for Nigeria and Africa, we should be popping
champagne! Rather, the Report says quite bleakly and matter-of
factly, "The preferred option is to use the positive windfall to-repay
Nigeria's external debts!'. Revenue shortfalls should be
compensated for by lower spending levels in order to avoid
increasing the stocks of external or domestic debts. The FGN
should not consider another approach until the debt stock has been
reduced to a comfortable level. (9.11). We may hasten to ask,
Report

were

comfortable for whom?

Nigeria should as matter of honour and national policy stop all
external borrowings. And in the absence of a "Marshall Plan" and
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outright debts cancellation, the World Bank and Nigeria should be
working towards a moratorium on debt servicing for a minimum of
ten years plus a fully cushioned and spread out system of
repayments requiring not more than five percent of the country's
export earnings and spanning through a period of up to one
hundred years. The present arrangement in which Nigeria spends
16% of her export earnings on debt servicing is unhealthy and can
only hamper her chances of self-sustaining development. If,
however, Nigeria cannot count on the Bank and her creditors' co
operation to ensure. a less painful method of repayments, she must
find her own solution aimed at making her completely free of debts
within

a

decade at most.

Nigeria's Path

to Economic

Recovery
Nigeria today is to find ways of breaking
through the vicious circle of unemployment, stagnation and spiral
inflation in which her economy is trapped. She must find ways of
reactivating her economy by engaging all her productive resoutces.
She must be able to get business to start investing again in order to
The historic task before

generate further wealth.
economy, which has been in tailspin since 1986,
may well remain there far beyond the tum of the century. There is
nothing inherent in the situation to pull it out of the woods. To jerk

The

Nigerian

the economy back into action, Nigeria needs the moral equivalent
of Roosevelt's New Deal in America which broke-up the noose of

depression that
early 1930s.
Roosevelt

held up America's

was

able to

potential

jump start,

for

development

in the

the American economy into

recovery and sustained growth and development through relief
packages and public sector investments. "Relief began under

Hoover; then under Roosevelt relief turned into leaf-raking, and

leaf-raking turned into
was suddenly a major

constructive

The government
economic investor itself: roads, dams,

enterprise.

auditoriums, airfields, harbours and housing projects blossomed
forth.:" It was this deliberate undertaking of government
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investment which saved America at the time. In an open letter
published in the December 31, 1933 edition of the New York

Times, Lord Keynes urged Roosevelt
the

increase

of the

to

place "overwhelming
purchasing power

national

emphasis
resulting from government expenditure"."
Unfortunately, the direction of Nigeria's economic policies has
been deliberately anti-people and quite contrary to Roosevelt's
New Deal and to Lord Keynes' advice. Instead of increasing the
national purchasing power through government investments,
government has rather been "forced" into the path of continued
decrease in the national purchasing power through currency
devaluation, wage freeze and removal of subsidies. A Nigerian
Keynesian scholar and retired bureaucrat, Osamaro Ibie, has taken
an informed look at Nigeria's prevailing economic condition and
on

has

up with

come

views

are

In

an answer

that is worth serious attention. His

incisive and lucid.

spite

of the

impact

of the World Bank and IMF

on

global

economic management in the last two decades, no one has
been able to fault Lord Maynard Keynes' employment

theory. After the second World War, when the economies
of Western Europe were down and out, he advised the post
war labour government in Britain, and the rest of 'Europe
took the cue from there, that even if the public sector had to
employ workers to dig up pits and refill them, provided it
produced basis for paying them wages, it would be
beneficial to the economy. What Keynes meant is that if an
economy is in a recession as ours has been since 1986, it
cannot in a capitalist system, rely on market forces to jolt it

back into recovery. This is where the public sector has to
seize the initiative, because investors in the private sector
are

fair weather friends of convenience.

Therefore, inferred Keynes,
to

print

it

will

if the

public sector has
employees,
provide purchasing power to
even

more currency notes to pay wages to its

in

real

terms
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suppliers and
suddenly

services

upsurge in demand for their wares, it is then
will have the confidence to expand production.

an

they
production of additional goods and services will
necessitate the employment of more workers in a chain
The

reaction, which overtime, will stimulate the entire economy
from

stagnation through reflation to recovery. This is what
Keynes described as the "multiplier" which has to be
ignited by additional public sector investment.
On the other

hand,

promises
multiplier and the
economy

hear of

a

to pump

more

money into

a

somnolent

to activate reflation and recovery via the

accelerator. It is therefore ludicrous to

national government which is not

only forcing

its

work force to underwrite national economic misfortunes,
but also to starve in the midst of plenty Wages and salaries
.

in the

public

sector

are

paid in local currency and not in
in effect that even if government

hard currency. It means
prints more naira to fund additional

employment

and

increase in wages and salaries in the public sector, it is only
fueling economic growth, that is the summation of the

justification for social welfare economies in which the
public sector subvents the unemployed, the sick, the aged
and pensioners, to ensure that they remain viable
consumers of unavoidable goods and services. As long as
they retain some purchasing power, the economy will
10
remain hale and hearty.
Osamaro Ibie is

quite on target. If his recommendations are
accepted and implemented by government that would be the
beginning of socio-economic regeneration for Nigeria's battered
economy. The impact would be to unleash a wave of economic
growth and development, which would be internally coherent and
self-sustaining. The culture of graft and corruption which has been
growing by geometric progression since government was forced
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measures

of

economic

management, will begin to abate. The low morale of public sector
workers and the rent-seeking activities against which the World

Report rails insistently (p. xiii) and which
commentators refer to as "the Nigerian Factor"
decline for greater transparency and productivity.

Bank

less
will

optimistic
begin to

Nigeria and Economic Globalisation
The policy measures which the World Bank's draft Report
for
advocates
Nigeria namely: privatisation, divestment,
liberalisation, unification of the exchange rate regime a!ld the
removal of subsidies, can all be properly located within the wider
context of what is called "globalisation". This is a vast and
cultural, political, religious and economic
complex process
which seeks to transform the entire world into the so-called "global
neighbourhood" without first achieving "global neighbourliness".
In a small pamphlet titled The Global War Against the Poor,
Richard Barnet of the Washington DC-based institute for policy
studies, identifies four webs created by this process through which
the destinies of unsuspecting billions of people the world over are
shaped. These webs are (1) the global cultural bazaar; (2) the
global shopping mall; (3) the global financial network; (4) the
global work place. Barnet notes that "two-thirds of the world
(including the bottom 20% of people in rich countries and 80% 01"
people in poor countries) are effectively left out, marginalised or
hurt by these webs! For most people they provide a window on
what is not a global market place, but no door."!' At the root of the
negative effects of globalisation says Carole 1. L. Collins, is its
failure to address the issue of distributive justice. "The
unprecedented rise in global trade, the buying and selling of goods
and services among countries, has created a planetary supermarket.
But of the world's 5.6bn people, 3.8bn are only window shoppers.
Only 1.8bn have the actual money or credit to actually buy
anything in the mall". Further, she notes that "Trade is also ever
more highly concentrated in fewer firms: 200 of the world's largest
-

-
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of

all

production
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Truly, the global war against the poor is already here with us in
Nigeria as we shall seek to show while trying to unravel some of
the implications of the policy prescriptions contained in the World
Bank Report for Nigeria and her citizens.
Privatisation:

Privatisation may be a means of
performance in a vibrant economy

spurring growth and higher
through free competition. It

collapses as an option for the recovery of an
underdeveloped economy in a depression. This is because
privatisation is predicated upon the profit motive of private
investoss, People invest where there is an upsurge in demands and
the mood is optimistic. With the tight fiscal policies imposed in
Nigeria by the IMF and World Bank, and the consequent freeze in
public sector wages since 1992 privatisation in the context of
Nigeria now is either a case of putting the horse before the cart or a
veiled attempt to sell Nigeria's patrimony to international capitalist
interests for a mess of pottage. Only people who have the
purchasing 'power can engage in buying up governmentstocks, The
vast majority of Nigerians completely lack this power and so
cannot be expected to participate in what should be primarily their
own business. Privatisation is like competitive sports. Only trained
strong and healthy athletes can reasonably go, into such
competitions; sickness, or weakness is a good reason for opting out
of such competitions. The Nigerian economy is weak and
unhealthy. Therefore, to go along with privatisation now will
simply be tantamount to organising a cheap bazaar for foreign
capitalist interests at the expense of Nigerians.
This is precisely what the Report advocates. On p. xxii we read:
"Private Nigerian and foreign firms should be invited to purchase
and refurbish the existing refineries, pipelines and depots". One
could immediately ask: What chance do Nigerian firms stand in
bidding against their bigger, richer and more experienced foreign
however,

'
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competitors? For the purchase of Nigeria's National Electric Power
Authority (NEPA), one understands that two foreign firms, Mobil
Power Inc. and Asea Brown Boveri (ABB) are bidding, according
to a recent newspaper publication." Which Nigerian firm can
compete with these two? What we have in the Report, therefore, is
simply a euphemism for calling on Nigeria to invite foreign firms
to purchase, refurbish and run "her existing refineries. One must
also ask: With what implications for Nigeria's status as an
independent and self-governing nation?
There are worrisome indications that the Nigerian government is
already giving in to pressures being mounted by her creditors
through the IMF and World Bank to privatise. In a recent
government advertorial published in Time magazine one reads that
"Final confirmation of the liberalising trend 'will come when the
government gives the go-ahead for its promised privatisation of the
biggest national companies, after further considerations on the
manner of its divestment. The list is widely expected to include
Nigeria Airways, the National Electric Power Authority (NEPA)
Nigerian Telecommunications, (NITEL) and parts of the all
important oil sector probably starting with the four large oil
refineries. Meanwhile, the Head of State, General Sanni Abacha,
announced last month that all laws inhibiting competition in all

repealed this year.'?"
very slowly for it is impossible

sectors of the economy will be

Here

Nigeria

must thread

to be

circumspect in a matter of such great moment. The
of other nations should instruct us. Take the case of

too careful and

experience
Ghana.

At the

instigation

mines

gold

were

of the World Bank and IMF, the Ashanti
recently privatised. Ghana received $350

During a single year after "privatisation"
billion and two hundred million dollars worth of gold

million from it.
one

were

(sic)

sold from the mines. A multinational company who
holds a slice of the privati sed shares earned fifty

percent of its total world-wide profits from the Ashanti gold
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mines alone. Of course, the home base government of that
corporation would take about a third of that profit for

'taxation'. Meanwhile, the Bretton Woods institutions had
"advised" Ghana to introduce Value Added Tax (VAT) to

improve

its

revenue

base. It

was

done with disastrous

consequences. The cost of living and inflation skyrocketed.
Riot broke out. There was mayhem. Corpses littered the
streets. The Ghana

government

Who says the IMF policies
15
raised to a new height!
If

Nigeria is to
she must stoutly

are

was

not

forced to cancel VAT.

working? Farce

has been

avoid this

Ghanaian-style tragedy and disaster,
resist every push to privatise immediately and
move rather very cautiously. First of all, she must provide an
enabling environment, which will make the process people-driven
and therefore ultimately beneficial to the vast majority of
Nigerians. The process will become beneficial in this sense if
government takes measures to ensure human capital enhancement
to enable more Nigerians participate in the acquisition of shares
especially the public sector employees. In accordance with our
earlier suggestion about increased wages in the public sector, about
40% of the envisaged wage increase of at least 1000% could be
converted into shares for the public sector workers. This will not
only boost their low morale and productivity but will also reduce
rent-seeking activities (corruption) and help cushion the effect of
any staff-shedding measures which might be undertaken when the
enterprise becomes fully privatised. The government must also
insist on a ratio participation of say 30 to 40 percent for foreigners
and 70 to 60 percent for NIgerians. Of -the Nigerian share
participation about 50 to 60 percent should be earmarked for public
sector workers and pensioners.
In the absence of these necessary measures of human capital
enhancement which, even if adopted today, will take quite a while
to yield necessary results, Nigeria is therefore safer adopting the
option of commercialisation as advocated by Prof. Sam Aluko.
-
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Economics Professor of international repute and
chairman of Nigeria's National Economic Intelligence Committee
an

(NEIC) whose contributions to national economic policies have
been characterised by forthrightness, patriotism and a passionate
concern for the welfare of the generality of Nigerians who are poor
and marginalised,. Reacting to Nigeria's 1997 federal budget which
continued the tilt toward the prescription of the IMF and World
Bank, the learned professor made the following policy
recommendations:

•

a

uniform

-

exchange

rate of N22 to the

the current dual rates and their
N80 autonomous

than

their

proposed privatisation;
adoption of one-digit interest rate;
marginalization of the international

of

public agencies

rather

financial institutions such

the World Bank and the International

(IMF)

to

tally;

•

in

opposed

at the

commercialisation

as

as

proposed harmonisation

•

•

dollar,

Nigeria's

economic

Monetary Fund

policies;

•

the establishment of NEIC at state and council levels to

•

effectively monitor expenditure; and
sanitation by the Federal Government,
agencies.

Commercialisation

of State and Council

envisaged by Prof. Aluko has the merit of
making public agencies profitable and efficient while avoiding the
hiccups associated with privatisation especially the grave danger of
hurting the poor further and the wholesale take-over of otherwise
Nigerian enterprises by foreign financial interests. "Pri vatisation"
writes Aluko, "is unpatriotic. It is just calling foreigners to come
and take over the corporations for chicken fee. Let us
commercialise, motivate the people, punish and discipline them.
After all, are those who run the private sector not Nigerian?,,16
Experience elsewhere confirms our foreboding and Prof. Aluko's
charge that privatisation in unpatriotic. For as Carole Collins notes:
as
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Privatisation too often has been little

to the World Bank

more

than

a means

,75

of

ducking social responsibilities and protecting private wealth
(as in the push by White businessmen to privatise public
sector entities in South Africa and Namibia prior to
elections). In countries like Zaire, it has become one means
of rewarding thieves (the 'dinosaurs' or 'les gros legumes' of
the regime) who have bankrupted the public sector to begin

.

with.

17

Nigeria today, privatisation will be pretty much an issue of
sharing the loot of conquest between Nigeria's military elite, their
civilian collaborators and foreign investors. Ironically, the only
Nigerians who can profit from this economic bazaar are principally
those responsible for looting the nation's treasury,
In

Divestment:

The

Report

recommends

"Divestment from crude

ventures from 1997 onwards in

to the

expected

cash call

an

amount

requirements

oil

joint
roughly corresponding

to minimise demands

on

gross fiscal revenues and for 'burden sharing' with the creditors for
the resolution of the external debt problem". (p. xxvii & p. 136) In

fact, the Report provides
these

joint

loaded,

a

schedule for

ventures:- "The

at the rate of 10

a

equity sales
percent annually

2000 and 2.5 percent in

2001-02,

to

gradual

divestment from

would need to be front
in

1997-99, 5 percent in

contribute to the external

financing requirement". (P .13 6)
This is rather a curious piece 'of advice and quite surprising
because of its far-reaching implications. It appears pretty much like
cutting off the head in order to cure a headache. The joint ventures
constitute the backbone of Nigeria's economic life. The debt
burden is a suffocating affliction of which Nigeria would be most
happy to be rid of. But then, at what price?
In simple language, the Report is asking Nigeria to trade her
debts for her shares in the joint ventures through which she earns
about 80% of her national income. Of course, this would bring her
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only to plunge her into perpetual poverty. At
face value, the Report seems to be sympathising with Nigeria over
her huge debt burden and the cash call requirements of her joint
ventures. To help, the Report wants the cash call requirements
transferred to Nigeria's creditors in return for equivalent debt
relief. Let us examine the facts briefly.
"Cash calls" are Nigeria's contributions to the operations of the
joint venture companies which are engaged in crude oil production.
Last year, a total of $2.05bn was earmarked in the budget to meet
these demands. The same year Nigeria earned oil revenues of
$10.981 bn. Who does not see that it is good business to invest
$2.05bn to earn over $10bn? When Nigeria divests to gain some
debt relief, she will simultaneously lose proportionate revenue
annually. For instance, if, as advised, Nigeria divests by 10% this
year, she will get a debt reduction of about $200m (which is about
10% of $2.05bn) but she will also be losing annually revenue
equivalent to $1 bn (which is 10% of $1 Obn).
some

temporal

There

are

relief

positive

indications that the government is not about

from these ventures which would be tantamount to

divesting
shooting ourselves on the foot. Even while complaining loudly
about heavy losses in these ventures because of lack of
transparency in the, operations of the joint venture partners, the
Finance minister, Chief Anthony Ani, is rather proposing a new
arrangement namely, production sharing agreements. According to
The Guardian's report: "Ani said in Abuja that most members of
the Organisation of Petroleum Exporting Countries (OPEC),
including Saudi Arabia and Kuwait are currently using production
sharing in preference to join venture agreements. He considered
unacceptable a situation in which the nation was making huge
financial contributions in cash calls without
how these
Even

were

while

details,

commensurate say in

invested.'?"
the

difference

production sharing agreements
minute

a

we are

between the

eludes

joint

ordinary

comforted to know that

ventures

folks like

us

and

in their

production sharing
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perimeter

fence of

our

Response

Liberalisation:
The

Report is

critical of

high tariff
structure of the Nigerian economy for restricting competition.
"Protection", it says, "whether through customs duties on imports
or exports or through import and export prohibitions, not only
fosters an inefficient and uncompetitive structure of domestic
production, but also discourages exports". (p. 40) It then goes on to
recommend a solution: "In order to remove the anti-export bias, the
government needs to lower tariffs and lift banns. In go (sic) further,
the government should seriously consider the option of completely
eliminating customs duties on imports. The Philippines and EI
Salvador, even without oil revenues, have already scheduled the
elimination of their import tariffs by the year 2000". (p. 41) The
Report also regrets Nigeria's tagging of her tariff level at 150%
which is much higher than actual tariff level during 1995 Uruguay
trade negotiations of the World Trade Organisation (WTO).
The point to note here is that liberalisation is a double-edged
sword: it can ignite growth in an economy through competition and
foreign investment, but it can also destroy an economy using the
same weapons. Weak, underdeveloped economies like Nigeria's
are particularly vulnerable to the latter possibility, which makes
various protectionist measures categorically imperative for weaker
economies like Nigeria competing with stronger economies of the
industrialised world. It was sensible management that Nigeria
refrained from anchoring her tariff level to external anchors or
monitors at the WTO negotiations to enable her retain the weapon
with which to protect her citizens when free trade begins to hurt
and destroy them. On this issue, Bakary Kamara, Managing
Director of African Reinsurance Corporation (Africa Re) provides
some exhilarating insights:

..

import

restrictions and the
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It may be necessary at this juncture to clarify a
point of view or
an ideological attitude: the acceptance of the principle of trade

liberalisation and

opening
giving up

synonymous with
interests.

State

subsidy

of coal

mining

of

of the
in

borders

our

should not be

protection

Germany,

of

our

national

the zealous readiness

of American congressmen to defend the sovereignty of the
United States against certain provisions of GATT, and the

strong response of the French Agricultural lobby during

Uruguay Round of trade talks all demonstrate that, if necessary,
even the advocates of this ideology do not hesitate to contradict
their adopted principle when it conflicts with their own
interests.
It is

19

imperative of sensible economic management for
weak economies like Nigeria with limited foreign exchange
earnings, for example, to prioritise by allocating the available
foreign exchange to key sectors of the economy rather than allow
the reign of unrestrained competition. The manifest welfare of the
people must remain the final appeal and not some doctrinaire
principles of arm-chair ideologues.
Here again, Nigeria must not wait to have her fingers burnt first.
She must learn from the experience of other nations. In a recent
publication, South, the global business magazine,' reported on the
experience of liberalisation of the insurance industry in parts of
Africa, Latin America and Eastern Europe. The report summarises
the tragic outcome thus:
even

an

.

.

Not

only

were

the local

companies

in those

regions totally

unable to compete with the vast resources of the foreign
multinationals, but the cutting-rate among the local

companies
official

liquidation.
was

themselves

tariff
In

reduced

as a

result of the

structures. forced

many

scrapping
of

th:em

of the
into

Chile, the retention of reinsurance premium

by nearly

half within two years after the
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foreign reinsurers
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and the

legal cession had been abolished.
Africa, countries such as Zambia; Ethiopia, Mauritania,
Benin, the Seychelles, Rwanda, .Gabon and Burundi have
thrown open their insurance markets to foreign insurers,
"

In

often with disastrous results for the local

industry."

foreigners to their local
companies in these countries to
brought
ruins, China adopts a more deliberate, graduated and circumspect
approach which should be instructive to Nigeria and to other Third
World Nations. Despite having potentially the world's biggest
In contrast to the unrestrained

markets which has

insurance

access

of

local

market, the Chinese have refused

to allow unrestrained

firms. Since 1992 for

foreign
example, only four
foreign companies have been licensed to operate in the Chinese
insurance industry. Explaining this restrictive policy of his home
government Dean T. Chiang, a joint venture lawyer with the firm

market entry to

of Lee and Li -lli\Taipei, China, states:

Despite

the

overwhelming

interest

by foreign

insurers to

enter the PRC insurance

the

market, the government, through
Bank of China (PBOC), has been taking a

People's

to encourage the growth of the domestic
first and leave foreigners entry into the market as
course

industry
a

second

priority
When foreigners are allowed to enter the life insurance
market, they are generally required to form a joint venture
...

with local interests

....

The percentage of share holding by foreign insurers is also
a matter of policy, which fluctuates from time to time.
Sometimes

a

51 %

foreign share-holding
at other times only a

permitted whereas
share-holding is allowed."

allowance
49%

is

minority
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in the world. No nation can depend on
fair weather friend" of convenience to

prop up her economic life. Neither should they be allowed, under
the guise of free trade, to control a nation's economic life by

running her chances of self-sustained
growth and development.
Unification of the

Exchange

Rate

and

integral

economic

Regime:

also advocates the unification of

Report
Nigeria's dual
exchange rate regime "for proper' valuation and credibility". This
obviously refers to Nigeria's exchange rates of N22 to the dollar
The

for government transactions and N80 to the dollar for private
transactions as determined by so-called market forces. Such
unification

is

obviously desirable but the question remains,
Report, in consonance with its other
policy prescriptions, wants the unification at the market
determined level of N80 to the dollar. Theoretically, this is correct
and certainly valid but what will be the practical consequences of
such a move? Can Nigerians bear the tidal wave of hardships that it
is certain to unleash? Can we contain the spiral of further inflation,
Unification at what level? The

which will accompany such a move?
Nigeria's 1997 federal budget retains the dual

exchange

rate

the dual

regime. Defending
exchange rates, Prof. Aluko says that it
created stability. Which is certainly true. Uniting the rates at the

capable of taking the bottom off the
nation's fragile political stability and consequently leading to a
major humanitarian disaster of far greater magnitude than Rwanda
and Bosnia put together.
market levels of N80 is

In' contrast to unification of the market rate of

unification at the government rate of N22
Sam Aluko. This will have the effect of

N80,

we

support

suggested by Prof.
saving the naira from
as

battering at the foreign exchange market and restore some
purchasing power to the vast majority of Nigerians who have been
currency
pauperisation
undergoing
progressive
through
devaluation. And what: do we have to show for it? Poverty,
further
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misery! Which confirms Lord Keynes'

destitution and

81

warnmg

about currency devaluation.
Lenin is said to have declared that the best way to destroy
Capitalist system was to debauch the currency. By a

the

continuing

of inflation,
process
and
unobserved an
secretly

governments can
confiscate,
important part of the
wealth of their citizens. By this method, they not only

confiscate, but confiscate arbitrarily Lenin was certainly
right. There is no subtler, no surer means of overcoming the
..•

basis of

existing

society

than to debauch the currency. The

process engages all the hidden forces of economic law on
the side of destruction, and does it in a manner which not
one man

Nigerians

in

a

million is able to

tell in its

can

painful

diagnose."

details what it

means

to be the

victim of this fearsome mobilisation of economic forces.
need

of the

They

have suffered and learnt

experience. They
enough!
F or Nigeria to accept exchange rate deregulation
that is, a
market regulated naira would be to expose her national currency
to further debauchery and her citizens to increased misery. In the
past ten years that is since 1986 Nigeria has meekly tried to abide
by this death-dealing prescription with rather disastrous
consequences. Honestly, one cannot point out any benefit, however
minimal, which has accrued-to Nigeria through the devaluation of
her currency. Rather, while her creditors have been gloating,
Nigerians have been groaning. Even the much-vaunted increase in
export earnings has not materialised in any real terms because
whatever increases there might have been, have already been
wiped out by the wave of spiral inflation which has followed in the
wake of devaluation. No nation, even the creditors who prescribe
no more

-

-

-

devaluation,
in the

can

manner

afford to allow

Nigeria

free fall of her national currency
has been made to do since 1986.
a
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Removal of Subsidies:
Part of the battle

subsidies

Report is the call for removal of
fuel and fertiliser and their appropriate pricing. The

on

of the federal government seems to
removed whatever subsidies which existed for

announced

recently
have silently
fertiliser and
same

The

cry of the

-

so

budget

forecloses any further debate

on

the issue. The

cannot he said of fuel subsidies.

of

point

the

"international

Report is that Nigerians should pay
for fuel and other services hence the call for

prices"
appropriate pricing. Here again, the Report is quite correct on logic
but fails beca'use it ignores the social context. For the record, in the
past decade, fuel prices in Nigeria have been increased by over
1500% from 70k per litre to the present pump price of NIl per
litre. Nigerian workers are among the least paid in the world even
when compared with sister African States as shown in the Box 6.3
on p. 107 of the Report. In fact, the Nigerian worker is already
distressed and cannot absorb further stress: no public sector worker
here can survive on hislher wages! Many a time these meagre
wages are not even forth coming at the end of the month. One
cannot therefore reasonably call for any upward adjustments in fuel
prices without a prior review of wages in the public sector without
sparking off a vortex of distress- induced rioting and looting.
Nevertheless, it is all part of the recovery package of the IMF and
World Bank, which does not discriminate between patients. In the
words of Bakary Kamara:
Liberalisation and

privatisation programmes normally go hand
in hand with deregulation. Thus, the international institutions
that support these programmes make "appropriate pricing"
their battle-axe, by proposing that market forces replace the
fixed tariff system that

was

inherited from the

era

of state

monopoly.
However, although this argument is correct in principle, it is
dangerous in practice. Therefore, it should be approached with
care

and

pragmatism. Experience

in

Ethiopia

and Zambia has
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approach can badly affect entire markets. A
begins, only to end most often in the liquidation, or at
least the financial distress, of the local companies.
Most often in fact, liberalisation, when accompanied with
deregulation, is profitable only for the large foreign groups

tariff war

which, armed with
local market

a

solid financial

to conquer the

policy
dumping, which
national companies to stay in

by implementing

make it very difficult for

base, choose
of

a

business."
Kamara's remarks
are

are

notjust

true of the insurance

also true of other industries and businesses

as

industry; they

well. Such is the

challenge and danger of free trade and liberalisation: it can make
mar. Nigeria has better listen to the warnings of Kamara.

or

Conclusion
The crisis of the

Nigerian economy is not a crisis of ownership of
the means of production and so cannot be resolved simply through
a transfer of ownership from the public to the private sectpr
through privatisation, divestment; liberalisation, exchange rates
deregulation and "appropriate pricing" of services as recommended
in the World Bank Report. Nigeria's economy did not come to
grief as a result of excessive government regulatory role in macro
economic management. Rather, the economy came to grief because
of the failure to diversify into non-oil sectors like agriculture,
mining and industrial production, which greatly limited its ability
to absorb price-change shocks affecting the oil sector. For this
reason, therefore, when oil prices collapsed in 1985, the nation's
wages also collapsed and, in consequence, the economy went into
contraction or depression. Demands fell as incomes collapsed and
investments dried up. This awful situation was further exacerbated
by the IMF/World Bank policy· of Structural Adjustment

Programme (SAP) which forced

upon

Nigeria

over

8000%

devaluation of the national currency and a virtual stagnation' .of
public sector wages at distress levels since 1992. This led to further
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economic contraction as more and more investors have been forced
to close shop because of the near zero level of demands.
The

to this situation cannot be found in

trading Nigeria's
divestment) and
planetary
(privatisation
throwing Nigeria's borders open as a ready dumping ground for
whatever industrial contraption there is (liberalisation). Rather, the
answer must be sought in re-establishing an internal link between
investment and demand. This can only be achieved through the
deliberate undertaking of a/massive human capital enhancement
programme, which will return to the people their stolen purchasing
power. Here, one must commend the vision behind the Family
Economic Advancement Programme (FEAP) announced in the
nation's 1997 budget. Government must however go further to
address the urgent issues of low public sector wages and deliberate
creation of jobs to arrest the wave of unemployment and rise in
answer

assets at

a

bazaar

and

violent crimes.
As the economy begins to recover, the nation should be working
towards the creation of regional economic linkages (like ECOWAS

becoming a common market) and even continental economic
integration (an African Common Market). It is only as a united
force that Nigeria and her African sister nations can hope to
compete in the global market. Any integration into the global
market noW can only spell present doom and future disaster. This
is because the global market place is a Darwinian world where
only the fittest survive. Should the W orId Bank and IMF insist on
integrating weak economies like ours into the global economy
without appropriate protectionist measures,
would be
it
underwriting the worst form of human misery and humiliation
namely, the re-colonisation of a continent. For as Prof. I. Potekhim
wrote, "The economic essence of colonialism, whatever form it
takes, consists in exporting a part of a colony's national income to

metropolitan country without imports of an equivalent value.'?'
This linkage with colonialism must be stressed. In the colonial
era,
foreign companies under the supervision of colonial
administrators were allowed to exploit the resources of-the colonies

the
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metropolitan industries and
colonising powers. Brute

economic benefits of the

85

for the overall
force

was

used

suppressing any movement in the colonies, which threatened
exploitative relationship. The impact of this relationship on the
colonies and on the metropolitan nations that colonised them has
been richly documented by scholars. See for example, Walter'
Rodney's How Europe Underdeveloped Africa. Today, it appears
in

this

that the erstwhile colonial powers and their industrial sister nations
under the
Organisation for Economic Co-operation and

Development (DECD) or the "Paris
debts and the regulating institutions

Club"

use

the international

of the World Bank and the

IMF to re-enact the old colonial order of blatant

exploitation.

This

they achieve by forcing poor nations to sell their economic
patrimony to so-called investors (usually companies owned by
their own nationals) for supposed reasons of efficiency and
profitability all in the name of free trade and competition. The
poor are, as a rule, being crushed under the weight of these harmful
economic policies.
The Church, on her part, has never wavered in her commitment to
defend the poor and to preserve human dignity. She has always
spoken out against all policies and measures which compromise
the rights and dignity of men and women created in the image and
likeness of God (Gen. 1 :27). In 1994, as the harsh economic
policies of government were taking their toll on the people,
especially the poor, the Catholic Bishop Conference of Nigeria
read the riot act patriotically.
-

It is the

of government to

responsibility

organise

the

public

way that citizens can live with a minimum
of human dignity. This responsibility also includes catering

affairs in such

a

for the welfare of the
Government

general
all,

policies

family

must be

as

concerned,

indices of economic

with the

especially

on

the nucleus of the nation.
not

just

with the

performance, but also above
impact
policies on people, and
the family. Recent and prevailing economic
of such
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of government,

especially those connected with the
Structural Adjustment Programme (SAP), have shown a
tragic insensitivity and almost criminal lack of concern (or
the people and their families. It is the responsibility of
government to defend the people against pressures from
oppressive and unjust foreign interests, be these
international monetary agencies, or presumed foreign
creditors. These foreign interests should be reminded that
the nation cannot survive if the people are destroyed and
policies

families dissolved."

If, as recommended in the World Bank Report, international
investors, armed with superior managerial skills and vast financial
allowed to penetrate, invest and repatriate all their
from Nigeria (with appropriate international legal

resources,

profits

are

.

guarantees ( pp.119 & xxvi) the hapless majority of Nigerians
would have been crushed under the boot of free trade and

competition. An immense weight of misery would follow such a
development. And, for aiding and abetting such a disaster, both the
IMF and the World Bank have a very important question to answer
before God and humanity: "What are you doing to your sisters and
brothers?" For

as

the editors of South wrote in recent editorial,

Economies

structurally adjusted. Growth can be
stimulated, investment promoted, prices stabilised, waste
and inefficiencies minimised and government expenditure
can

be

controlled.
But economic

problems

cannot be solved without

into account the effects of policies. on

pain
will

taking

ordinary people.

The

adjustment must be minimised; otherwise reforms
be seen as punitive as opposed to rehabilitative.

of

Economic management, in other words, needs

caring dimension."

an

ethical,
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