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Nigeria GBTI Task Order #805, Economic Policy Reform 

TO Start Date: May 12,2001 
TO Completion Date: November 9,2001 
Amount of TO: $1,995,020 

Background and Summary: 

With the return of democracy in 1999 after decades of military misrule and economic 
mismanagement, the GON recognized the urgent need to create a cadre of economists 
capable of formulating coherent economic policy recommendations. In late 1999, the 
USAID Mission to Nigeria established its Strategic Objective #2, "Strengthen the 
Institutional Capacity for Economic Reform and Enhance Capacity to Revive Economic 
Growth. On May 12,2000 Chemonics International was awarded a tier #l Task Order 
under the GBTI IQC contract to assist the Mission meet its new SO. The purpose of the 
Task Order was to provide immediate Technical Assistance and Training to a core group 
of Nigerian government economists from the Planning Commission and other GON 
entities. The Task Order provided a vehicle for a newly expanded USAlD program and 
staff to initiate contacts with key economic ministries 

With the success of the training both in country and in the United States and with the 
planned move by the USAID from Lagos to Abuja in 2001, the Mission decided in 
October, 2000, to amend the contract and expand its support to the Nigerian Economic 
Policy reform process, focusing on activities that included major policy formulation 
efforts in the areas of trade, tariff and competitiveness. The contract would form the 
basis for a close and sustained relationship between the USAID and the key economic 
Ministries of Finance and Commerce, located in Abuja. 

Initial Contract (May 12,2000) 

Objectives (macro-economic training): Chemonics and its subcontractor, 
IBTCI, were asked to train a cadre of Nigerian economists from the National Planning - 
Commission in the areas of: macro-economic modeling; debt sustainability analysis and 
debt management techniques; financial analysis of projects; and project appraisal and 
analysis in the sectors of agriculture, manufacturing, and analysis of poverty and poverty 
measures. The TO requested that training take place for 2-3 weeks in country, followed 
by external training in Washington and elsewhere for a similar duration. 

Performance: Nigerian government officials were trained by the Chemonics-led 
consortium in Lagos and Abuja, Washington, DC, and Abidjan. Three groups of 15 to 20 
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GON mid and upper level management staff were trained. The first group was trained in 
macro-economic policy analysis and econometric modeling in two 2-week sessions held 
in Abuja and Washington, DC, in June and August, 2000. The second group was trained 
in financial and economic project cost-benefit analysis in two 2-week sessions held in 
Abuja and Washington, DC, in June and August, 2000. The third group was trained in 
development finance in two 2-week sessions in Washington, D.C. (at Chemonics Home 
Office and the World Bank) and in Abidjan in September, 2000. During the training 
sessions in Washington and Abidjan, the participants interacted extensively with 
representatives of the World Bank, IMF, and the African Development Bank. In 
addition, Chemonics organized and supervised the training of Muhammad Yusufu, 
Special Assistant to President Obasanjo. Mr Yusufu was enrolled in the International 
Borrowing and Debt Management Seminar from September 11 to October 6,2000, at the 
International Law Institute. 

The training was largely successful in accomplishing its objective to establish a 
foundation for local capacity building in macro-economic policy. Specifically, the 
training strengthened the participants' knowledge of stabilization and smctural 
adjustment issues in developing countries; introduced the participants to formal 
frameworks used by the IMF and World Bank in macro-economic-financial programming 
exercises; permitted participants to construct a macro-economic model framework based 
on the RMSM-X model using actual data from Nigeria; and familiarized the participants 
on the use of the model for exploring alternative policy options. 

Given the short-time frame of the training. it lacked some technical devth, and the -. 
participants did not uniformly have adequate analytical rigor and tools required to do 
more than "scratch the surface." Participants, however, valued the training very highly, 
since it exposed them, for the first time in most cases, to new macro-economic models 
and "ways of thinking" after decades of isolation. A major recommendation that 
emerged, but was not adopted, from the training was the need to keep the group together, 
perhaps as an in-house think-tank for the government, and as a mechanism for continuous 
skills upgrading. 

While not specifically requested in the TO Scope of Work, Chemonics provided, at 
USAID'S request, technical assistance to the Ministries of Finance and Commerce, in the 
areas of trade policy and tariff reform. For example, when the Minister of Commerce 
formally requested USAID assistance in twelve technical areas, Chemonics was asked to 
comment on each area of technical assistance. The Ministry's request was more a 
"laundry list" or amalgamation of the responses of the various ministry units to a general 
request for areas of possible technical assistance, rather than a reflection of the real areas 
of concerns for the minister or senior Ministry staff. This permitted USALD to respond 
by suggesting further discussion to test the Ministry's seriousness, and refer to only a few 
areas where the Mission thought assistance might be warranted. Chemonics similarly 
assisted in the development of the new drafi trade policy and helped draft the SOW for 
the tariff study. At the request of USAID, Chemonics maintained a close, collaborative 
relationship with the World Bank, which permitted Chemonics to use Bank facilities and 
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staff in Washington D.C. for training. Chemonics forged much closer collaboration 
between USAlD and the Bank in such areas as trade and tariff reform. 

In a January, 2001, memorandum to the RCO requesting a fbrther amendment to the 
GBTI Task Order, the CTO stated that "we are very pleased with Chemonics' 
performance under this Task Order, especially in the key areas of training, trade and tariff 
policies." 

Amendment 1 (October 17,2000): 

Objectives: The GBTI TO amply demonstrated the interest and commitment of 
relevant GON agencies in establishing a foundation for improved macroeconomic policy 
formulation. USAID requested an amendment to the TO focused on building an effective 
Nigerian institufional home for the policy reform process as well as focusing more deeply 
on the issues of trade, tariffs and competitiveness. Discussions held in Abuja in October 
2000, between senior USAlD and Chemonics management established a statement of 
work to expand program activities. The second phase would focus specifically on: (i) 
strengthening economic policy coordinating capacity with the GON through the 
establishment of a professional Secretariat to serve the Economic Policy Coordinating 
Committee (EPCC) under the leadership of the Vice President; and (ii) the design and 
execution of a range of trade, tariff and competitiveness policy studies designed to firmly 
launch Nigeria on the path of sustained economic growth and outward looking economic 
policies. 

Components: 

(1) Support to the Secretariat of the Economic Policy Coordinating 
Committee (EPCC) 

The EPCC was created to coordinate the direction, progress and impact of 
a llumber of policy studies undertaken by USAID and other donors at the 
request of the GON. While the EPCC had the mandate, it did not have the 
capability to carry out this coordinating function. The Government and 
donor community agreed that a permanent Secretariat should be created to 
ensure effective policy coordination. The GON requested and USAID 
agreed to provide assistance to set up and staff the Secretariat. 

A joint GONiUSAID/Chemonics search for a full-time Macro-Economic 
Advisor to act as Secretary to the EPCC led to the identification and quick 
contracting of Dr. Festus Osunsade, a Nigerian with long experience as 
member of the IMF staff in Washington, D.C. The GON agreed to 
provide support staff for the Secretariat. Despite initial difficulties in 
relocating Dr. Osunsade and his family from Washington to Abuja and in 
securing office space, Dr. Osunsade has performed well as Secretary, 
earning the respect of the Vice President and senior GON officials. Dr. 
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Osunsade helped recruit, train and managed a Secretariat staff, including 
financial and administrative staff. He also tracked developments relating 
to the economic program and ensured that the EPCC had the information it 
needed to track the implementation of the government's economic 
program. When the Chemonics contract expired in November 2001 and 
could not be further amended as a Tier 1 activity, USAlD contracted MSI 
under another IQC to continue support to the EPCC and to Dr. Osunsade 
as its Secretary. 

(2) Support for Nigerian Trade, Tariff and Competitiveness Reform 
Agenda 

Decades of government mismanagement led to a highly distorted economy 
that depends excessively on oil, but is otherwise very isolated from the 
international economy. To end the dependence on oil and to lay the basis 
for sustained economic growth, both the GON and USAID agreed that 
Nigeria needs to reshvcture its trade and tariffpolicies and to move 
toward an economic structure that is internationally competitive. 

USAID amended the GBTI SOW to assist the USAID and the GON to 
identify the policies that constrain outward growth and to disseminate 
information to the public the reasons why past policies were inappropriate 
and why Nigeria needs to move in the direction of broader participation in 
the international economy. USAlD recognized that the process of 
establishing a dynamic, competitive economy will require at least a 
decade, but the amended TO was intended to help Nigeria take the first 
steps in that direction. 

The amended SOW called for three sets of services: (i) assistance to the 
Ministry of Commerce to develop, disseminate and implement a new trade 
policy, including policy-related research; (ii) assistance to the Ministry of 
Finance to cany out a study of Nigeria's tariff structure, including 
vrooosals for revisions in the tariff structure that will promote sustainable 
z .  

and efficient economic growth, and (iii) carry out, in conjunction with the 
Ministry of Commerce and other appropriate and involved public and 
private sector institutions a baselinestudy of Nigerian competitiveness, in 
relation to other developing countries, including other African countries 
with who Nigeria will have to compete in attracting direct foreign 
investment and non-oil exports. 

Dr. Charles Soludo, formerly with the World Bank and IMF and 
Executive Director of the African Institute of Applied Economics (AIAE), 

A A 

was Chemonics' senior policy advisor responsible for supervising the 
trade, tariff and competitiveness activities and serving as principal liaison 
with USAID's CTO: Chemonics provided a large numb& of short-term 
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consultants, including Dr. James Fox and Dr. Jeffiey Fine, who, along 
with Dr. Soludo, were responsible for drafting trade, tariff and 
competitiveness studies and providing technical assistance as requested 
from the GON and USAID. 

Trade Policy: 

Work performed: As part of its campaign to assist the Ministry of 
Commerce to promote public discussion of the new draft trade policy, in 
December, 2000, under the very able leadership of Dr. Charles Soludo, 
Chemonics sponsored a "Stakeholders' Public Forum on the Draft Trade 
Policy" in Abuja that included a cross section of GON officials, non-oil 
export h s  and civil society. The workshop was success in eliciting a 
dialogue among major sectors affected by the draft policy to analyze and 
discuss the policy, exchange ideas, and identify a course of action to 
finalize the policy and a schedule for implementation. 

The papers prepared by Chemonics to advance the discussion of the 
draft trade policy include the following : 

"Implementing Nigeria's Export Promotion Policy," Dr. James Fox, 
August, 2000; 

"Comparative Analysis of Nigeria's Trade and Industrial Policy," Dr. 
Charles Soludo, August, 2001; 

"Reliability of Nigeria's Export Statistics." Dr. Jim Fox, October, 
2000; 

"Proposed National Framework: Nigeria's Trade and Commercial 
Policy," Dr. Jeffiey Fine, July, 2001; 

"Constraints to Investment and Exporting in Nigeria: Towards an 
Agenda for Donor Intervention," Dr. Charles Soludo, August 2001 

Work Not Performed: Chemonics was asked by USAlD to help the 
Ministry of Commerce develop a system to monitor trends in non-oil 
exports on a monthly basis. Chemonics' consultant, Dr. Jim Fox, arrived 
in Nigeria, but received little cooperation &om the MOC to finish the 
work. 

Tariff Policy 

Work performed: One of the central pillars of economic reform 
towards a more liberal, transparent regime was the revision of the highly 
distortionary and protective tariff regime and eventually harmonizing it 
with the ECOWAS regime under a common external tariff arrangement. 
The revision of the tariff regimes was one of the key conditions in the IMF 
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Standby Agreement (SAF). Both the IMF and the GON requested USAID 
assistance for the technical coordination of the efforts leading to the 
revised tariff schedules. As part of its support, the Ministry of Finance 
agreed to contract with and fund three local consulting firms, ECG 
Consulting Ltd., KUJI Intercontinental Ltd., and SKOUP Ltd., to 
undertake studies to inform the eventual revision of the tariff schedule and 
analyze Nigerian firms' costs structure, productivity and competitiveness. 
At USAID'S request, Chemonics helped the MOF develop the terms of 
reference for the three firms and agreed that Chemonics would provide 
general technical supervision of the work, and help strengthen the capacity 
of the three f m s  to effectively undertake the various studies that would 
underpin the tariff and competitiveness studies. 

In an October, 2000, meeting among USAJD, Chemonics and the 
Ministry of Finance to discuss the contract amendment, four commitments 
were made: (1) USAID and Chemonics would take over the full technical 
assistance/coordination function for the tariff work; (2) The MOF would 
provide Chemonics with office space, equipped by USAID, that could be 
used by Chemonics as long as it continued collaborating with the GON; 
(3) the USAID CTO agreed to purchase two vehicles for the project; and 
(4) a promise by USAID to fund a study tour for selected members of the 
GON's inter-ministerial tariff committee. 

Chemonics drafted and submitted to USAID a "Work Plan for Tariff 
Implementation" that included the following steps: (1) Information and 
Analysis; (2) Synthesis and Draft Framework Paper; (3) Consultation and 
Public Awareness; (4) Revised Tariff Schedule; and (5) Presentation of 
Final Products. 

In addition, Chemonics prepared the following papers at the request of 
USAID: 

"Issues in Harmonizing the Structure of Protection in ECOWAS: The 
Case for Nigeria," Dr. Jeffrey Fine, July, 2001; 

"Nigerian Tariff Liberalization and Nigerian Exports: Analysis and 
Comparative Performance," Dr. James Fox, July, 2001. 

Work not performed and why: The successll completion of the 
tariff work depended entirely on the research and analysis performed by 
the three subcontractors hired by the Ministry of Finance. While the 
Ministry signed contracts with each firm, despite repeated urgent requests 
from Chemonics and USAID, the GON was unable to secure funding for 
the work until after the end of the GBTI TO. Since direct USAID funding 
was not budgeted in the TO and no additional funds could be made 
available under the TO, USAID was persistent in its insistence that the 
MOF provide the funding as GON counterpart. Since Chemonics' 
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assistance to help revise the tariff schedule depended on the results of the 
three subcontractors' research and analysis, the specific deliverables, 
including the Synthesis Paper and Framework for Tariff Policy Reforms, 
could not be completed by the end of the contract. 

In addition, commitments by USAJD to purchase project vehicles 
and to h d  study tours under the TO could not be met, since they were not 
in the amended budget. 

Competitiveness: 

Work performed: Chemonics was asked to undertake, in conjunction 
with the Minisby of Commerce, a study of Nigerian competitiveness in 
relation to a representative sample of other developing countries 
considered to be at a similar stage of development. The final deliverable 
was to be the drafting of a National Competitiveness Strategy Paper. 

At USAID'S request, Chemonics performed a number of studies that 
addressed the specific issue of Nigeria's competitiveness, including: 

"Towards Nigeria's National Competitiveness Strategy," Dr. Charles 
Soludo, July, 2001; 

"Assessment of Market Potential for Nigerian Cassava Exports," 
Jonathan Berman, July, 2001; 

"WTO Membership Obligations: Nigeria in Comparison to a New 
Member," Maurice Thorne, March, 2001; 

"Proposed National Framework: Trade and Commercial Policy," Dr. 
Jeffrey Fine, July, 2001 

Work not performed and why: The bulk of competitiveness work, 
including the drafting of a National Competitiveness Strategy, depended 
on a broad range of studies for which Chemonics was not directly 
responsible for executing. These included a national industrial survey to 
be performed by the World Bank and the tariff and competitiveness 
studies to be executed by the three subcontractors to the Ministry of 
Finance. Chemonics could not deliver concrete outputs without these 
inputs. The World Bank could not secure funding for the industrial survey 
until after the end of the TO. USAID funding for the survey was 
ultimately provided under another IQC task order awarded to Chemonics, 
RAISE TO #805, Agribusiness Development Assistance to Nigeria 
(ADAN). The inability of the GON to h d  the three subcontracts in a 
timely manner has been discussed above. 
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(3) Training, Capacity-Building and Overall Management 

Chemonics' subcontractor International Business and Technical Consultants Inc. (IBTCI) 
submitted a proposal to the CTO to continue economic training for GON economists. 
Proposed training was not approved, and a general training program was provided by 
another contractor (AMEX) through a different IQC. 

The original COP position remained unfilled during the bulk of the Task Order. Around 
May 2001, USALD and Chemonics agreed to split fund a new COP, Robert Craver, who 
would devote half of his time to project management and the remainder to new business. 

Issues in Contract Management: A number of factors influenced Chemonics 
management of the contract. 

(1) As mentioned previously, a number of key deliverables, the revised tariff 
schedule and the national competitiveness strategy, depended on the delivery of 
work performed by others, over which Chemonics had no control. The tariff 
work could not be completed in the absence of the studies and research 
performed by the three subcontractors to the Ministry of Finance. The national 
competitiveness strategy similarly required the completion of the national 
industrial survey that was to be performed by the World Bank. In both these 
cases, funding was not secured until after the GBTI Task Order ended. The 
synergies between the deliverables and the required inputs were discussed in a 
meeting between USAID and Chemonics in October, 2000, when the SOW for 
the amended TO was discussed, but no action was taken at that time. While it is 
probable that delays in the MOF tariff studies and the World Bank industrial 
survey could be encountered, no one estimated that the magnitude of the delays 
would prevent the final delivery of the revised tariff schedule and 
competitiveness strategy. 

(2) The SOW was overly ambitious with the amount of funding and time available. 
Neither Chemonics nor the USAID fully recognized that the remaining budget 
available for the amended SOW under a tier 1 Task Order was insufficient to 
accomplish the tasks committed. Both the USAID and Chemonics under- 
estimated the amount of funds required to fully accomplish all the tasks, even if 
the delays had not been encountered. While Chemonics made several efforts to 
list all the committed activities, determine the level of effort of each task, and 
determine the budget for each item, there was no effort made by either the 
contractor nor USAID to further amend the budget and SOW. 

(3) While Chemonics was unable to furnish all the deliverables, the USAID CTO 
made a large number of requests for activities that, while not included in the 
SOW, assisted the GON to stimulate trade and competitiveness. These include: 
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In April, 2001, the CTO made an urgent request for immediate technical 
assistance to the Ministry of Finance and the President's Budget 
Monitoring and Price Intelligence Unit (BMF'I) to review the capital 
expenditure budget and help the President become l l l y  informed in the 
formulation, prioritization and execution of the federal budget. The 
Chemonics' team, which included its CFO, were then requested to meet 
with the IMF and World Bank who were planning an ME-Led Mission 
Team to Nigeria to discuss opportunities to strengthen the Budget Office 
of the President. Chemonics was then asked by the USAlD to return to 
Nigeria and participate in the IMF team visit in July, 2001. Chemonics 
was similarly asked to prepare documentation for a new project that 
would assist the MOF strengthen its budget capability. 

Chemonics was asked to sponsor and defiay the travel expenses of 
delegates to an ECOWAS Summit "Regional Conference on Trade," held 
in Lagos in July, 2001 where issues in harmonizing the structure of 
protection in ECOWAS were discussed. Chemonics was also asked to 
make two presentations at the meeting, by Dr. Jeffrey Fine and Dr. 
Charles Soludo. 

The Minister of Commerce requested Chemonics' technical assistance to, 
inter alia, help design a new trade policy impIementation unit in the MOC 
and assist in promoting Nigeria's competitive position to take advantage 
of the A6ican Growth and Opportunity Act (AGOA). 

USAID requested Chemonics' assistance to perform a survey of external 
market conditions for cassava and study Nigeria's continuing obligations 
to the WTO as a "founding member." 

Other unanticipated expenses included the make-ready cost of the project office and the 
budget for a part-time Chief of Party. 

Summary of TO Accomplishments 

Despite the factors that limited Chemonics' ability to deliver all tasks included in the 
Scope of Work, an impressive amount of work was accomplished. Chemonics and its 
subcontract, IBTCI, provided professional support to the government's Economic Policy 
Coordinating Committee. The training of economists in Abuja, Abidjan and Washington, 
D.C., exposed Nigerians to new macro-economic models and financial tools that 
permitted them to perform their jobs more effectively. In addition to the intensive training 
agenda, short-term consultants from the U.S. and Nigeria have worked on a range of 
policy issues and papers focused on, among other items, trade policy and Nigeria's 
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competitiveness in the international economy. Chemonics provided technical assistance 
to the Ministry of Commerce during the initial stages of drafting a new trade policy. 
Chemonics trade policy experts participated on the trade policy drafting committee, and 
made initial recommendations to the Ministry regarding implementation of the policy. It 
also participated in the extensive review of the drafi policy document, including the 
sponsorship of a public forum, and submitted its constructive comments to the drafting 
committee for final revisions. Chemonics worked with the Ministry of Finance and local 
consulting h s  on the scope of work and terms of reference for the tariff studies and 
provided the overall intellectual leadership and coordination for the studies that were 
completed after the Task Order ended. 

Perhaps the contract's most significant accomplishment was the opportunity it provided 
for the USAU) to engage, for the fnst time, the key Nigerian economic Ministries in an 
important policy dialogue that will, in time, lead to broad based acceptance of a new 
market and foreign trade-oriented growth strategy, replacing the inward looking, import 
substitution model that has dominated Nigerian policy thinking for over two decades. 
The contract permitted the USAID to make very timely and effective technical assistance 
at the Ministries' request. As a result of the contract, the GON considers Chemonics to 
be an excellent source of technical assistance and a strong GON/USAID/Chemonics 
collaborative relationship was established. 

List of Papers Prepared under GBTI Task Order, Economic Policy Reform 

Date 

1 "Comparative Evaluation of Draft Trade and Industrial 
Policies" 

I ECOWAS: The Case i f  ~ i ~ e r i a "  
7 1 "Proposed National Framework: Trade and Commercial / Charles C. Soludo / 7/2/01 

Author # 

2 

3 
4 

5 

6 

Title 

"Constraints to Investment and Exporting in Nigeria: 
Towards An Agenda for Donor Intervention" 
"Reliability of Nigeria's Export Statistics" 
"Assessment of Market Potential for Nigerian Cassava - 
Exports" 
"Proposed National Framework: Trade and Commercial 
Policy" 
"Issues in Harmonizing the Structure of Protection in 

8 
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9 

10 

11 

Charles C. Soludo 

James W. Fox 
Jonathan Berman 

Jeffrey C. Fine 

Jeffrey C. Fine 

poliCY" 
"Nigerian Tariff Liberalization and Nigerian Exports: 
Analysis and Comparative Performance" 

8/1/01 

10/8/00 
7/13/01 

7/12/01 

711 1/01 

"Implementing Trade Policy in Nigeria: Findings and 
Recommendations" 
"WTO Membership Obligations: Nigeria in Comparison to 
a New Member" 
"Implementing Nigeria's Export Promotion Policy" 

James W. Fox 7/5/01 

Jeffiey C. Fine 

Maurice Thome 

James W. Fox 

5/1/01 

3/7/01 

8/17/00 


