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2 
The Development Process 

0. Aboyade 
University of Ilman. 

Backqround 
Considerable progress has been made in the last two dec

ades in the quantitative analysis of the grovth of national econo
mies. From various international comparisons which have been 
attemptd, two broad conclusions would seem to stand out. 
First is the bewildering variety of countries- -in size, popuI
lation, resource, social system, politicl organization and other 
institutional characteristics- -which have C\pcrienced economic 
growth over the last ccntmrN.' The second conclusion is the 
detection of some underlying unitv, in the sequential process 
by Nhich most economic transoi1iation ha., hc n achickud 
in spite of the diversity in the actual rates of performalcc.2 
There is thus the uni\'crsalitv of the possillility of ecoonlic 
growth on the one hand and tle uniqueness of tlie hload foIces 
which detCr n inc its process on thc other. ()nc of tile vital 
tasks of l odcrn cconiomic analsis, hIO\\ eVer, I,, to Ideltifv 
tile specific mechanisni hy \Ii cll an cconom\ In a L.Iven 
time-space diimension can achieve the les possible growth. 
Detailed case stutics are particularly essential for plicy 
formation, since the effectiven.es" of any policy nicasiure 
depends on the peculiar circimstances of a coott v ard of 
the time period in'olved. 

The need to reappraise both the prospects for Nigeria's 
economic dcvclopmnlct and thel process by which such develop
mcit could be a chiuved docs not need to be ei phasized at this 
stage of the countiv's history. The rc1c\ant background 
considerations are the iiicreaing gap in the development 
performance bctwcen the advanced and the underdeveloped 
countries of the vorld; the uninspiring performance of the 
United Nations' first 'development decade' from Africa's 
viewpoint; the -xaggerated pronmisc of the success of a mixed
economy' system in Nigeria as one of the show-pieces of' 
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western democracy in Africa; and the excruciating civil war 
which the country has been engaged in over the la-,t two to 
three years. It is an opportune time for economists to re
examine their arsenal of giowth tlicornes anl ask whei icr they 
possess a proper umlerstanding of what makes th,. Nigcrian, 
economy tick. [ii h ,s we can unlavel the ?f1ch.a1ic:, of the 
country's cotoilIC p("fO ill allc, )111" c:roit at reconstructed 
development tmwi. onl% ,ucccd in bringing us back to square 
one of our na,ional it41 *.. 

Tl'hls papc; e,cs s oar,iithe: gilowth tf[(,COll(tS 
competing fI tllc ltiol of cconoillists inteiested in 
Nigeria's (IC'eC)pmrrit p)blcnl.; tlIacCs tlie hi oad feattires of 
the cointry's eCOM0,111C crifol lm'a c ovcl tie last txo decades 
wIth particilar ict,'rem. to the clxjl Iar;\ sketches broadly 
a theov of the ,evclopinnt pr(_css,wh1ich may guide policy
makers for the futtic; and disc ,isScs what mcaning , 1o01(ld h'e
attached to econonlic i cconst tl,on. lw'111main th,:c of the 
paper i that gi xcn diw observed that acter and performance
(if the Nigciian ccnNeav over th iela,,t two decades and 
espc.iallx during the past lhrcc \ Irs, the pace ot econom ic 
growtl iin the imnwd iat(_ future will depend on a i)etter appre
ciation of the undcrlying complc\ sct of interrelated factors. 
Specifically, it is arg ued that the process of cumulative develop
ment will only be sustailned y bringing to bear on the nation's 
developmientstrategy two areas of social reform ; namely,
institutional rea riangctnent and the reorientation of econono, 
policy. 

On tie bas], ot those reformlls, tile mechanism of ccoloinic 
growth in post-x ar Nireria can then be identified as lving in 
tilt siiflltallcoiis put .iit of three basic mnea:sures as corethe 
of a dvclopiicnt plannin model. 'Tlie first prong of tile 
operational stiategy is tlie achivc1eint of ciceased prod uc
tivity per ian-acc ad per niman-hour in agriculture and 
especially in tile scctolr of food and raw material production
for dome~tic consuimpton, 'xithout prejudice to continued 
benefit,; from agiici ltuil export. ''his result nceds ,o le 
brought about by a higher marginal physical prod'Ictivity 
per unit of land-labour input without a fall in the revenue
product. Its purpose will be not only to raise agricultural,
and hence national, income for higher and diversified con
sumption wNithin the period, but also particularly to create 
a large social sutplus for muci-ncedcd capital formation. 
File second element of the growth determinant is to be found 
in a greater structural shift of resource use towards more 
manufa.cturing industrie3, guided by more disciplined consider
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ations of social profitability. The third, but not the lfastimportant, is the powerful stimulus for growth which could 
come from the maximum possible expansion of petroleum
production to generate some of the enormous foreign exchangeand government revenue required to sustain the difficult process of reconstruction and development in an under
developed economy that has been overstretched by a long,
wasting war. 
Typology oj Growth Theories 

It is assumed that it is not necessary to restate here why
a good theory is an essential foundation for a worthy policyprescription. Theoretical analysis should be taken as theautomatic starting point of any objective discussion of dcvelopment problems. But, unfortunately, there is no single theory
of economic growth; nor is there much hope that there coilk.l ever be one. As Arthur Lewis obsi xved long ago, 'the factorswhich ,.etermine growth are very numerous, and each has
its own set of theories.'3 If the purpose of a theory is to enable 
us to predict with a fair degree of con iidence how a partic ilar
phenomenon will react ir. , given situation, then a gen ral
theory is useful only if all si'!uations are similar in pla-e anidtime. Our first task, therefoi :, is to discover a theory whic!)
can best approximate the Nigerian situation of the 970's. 

Unfortunately, economists interested in tl-at sp cificproblemn are today at a loss. There is no reldy-nade
theoiv at hand. Costructing one from the start requirts a

number of complicated and interrelated steps. First, we have
to look at the generaJ body of economic doctine and -,,:c

which parts are capable of being extended to the under
developed countr;-s of today. Second, we must examilne, outof those selctCd In tie first step, which elements can be best 
fitted to the nature and the ext,.nt of und!crdtvcodlmenttypificd by Nigeria. Third, we must adapt the result (i tie 
second step tof the l)eculiar p)Cobleris \\1ich the cow'ltl ' likcly to be faced with in the i,)7o's. 1Then, and only then,, an

is 

wet claim to have a fair theoretical schen e as a lusi for 11an. 
.ng the past and current performance of the economy, forundclrst-ndi ug its working ncl ini , for predictiig l0.cly
changes ini the immediate futurc and for r-escri hring jpo1 c:,
mea,,,lics to achi,:ve wellas as possible a defined set of social 
objectivyes. 

Oii the first step, of seiecting--from the general pool of
econonic doctrines over the years--those elements whichcould be usefully applied to the underdeveloped countries,
there is the fundamental problem of the degree of realism or 
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relevance of these doctrines. In the last two decades, consider
able debate has taken place in the literature as to whether or 
nit 'Western' (or, for that matter, 'Eastern' or 'Marxian') 
economic theories cal be readily applied to the under
developed countries of today, both in terms of their realimn 
and their relevance.' But as Ilia Myint argued about four 
ycars ago, there is great danger in throwing out the baby with 
the bath-water. What is needed is really an extension and an 
adaptation of those economic doctrines. Specifically, the right 
approach lies in the 'introduction of a new thorough-going
dynamic approach that is capable of dealing with the changes
in the techniquesof producti.m involving the "transformation" 
of the whole oiganisational structure of the underdeveloped 
economies'.' lhis new dynamic approach, in essence, means'widening the scope of conventional economics to take into 
account the broader sociological factors that make up 'political 
economy' in the classical sense'. 6 

It ., the light of this that economists who are inteiestedi:, 

in designing theoietica! constructs for development policy in 
the undcrdevcioped countries have been turning back to 
re-examine the woiks of the classicists. One of the earliest 
and best-known contilbutions to this mrvement was the 
analytical model published by Professor Arthur Lewis in 
19547 and extended in i958.' Over Phe last fifteen years, this 
path-breaking attempt hy Lewis has produced many fruitful 
results through greater articulation and refinement from other 
quarters. Pci haps the most comprehensive as well as the most 
rigorous extension of the basic Lewis model is the joint work 
of Gustav Ranis and John Fei, first through a series of articles' 

°and later through synthesis in book form.- Remarkable as 
these developments are, they are nevertheless still confined to 
the case of an underdeveloped economy characterized mainly 
by a super-abundance of labour. 

There is little doubt that post-war advance in theoretical 
studies of the underdeveloped economy has been influenced 
almost completely by the population features and sc-ial 
problems of Asian countries. This emphasis, from the point 
of view of African countries, constitutes another limitation 
of the special case-a limitation of the second dcgrce-to
folow Dudley Seers' phraseology. The set of limitations 
involved for the rest ot the underdeveloped world has been 
pointed out by 1-la Myint, who also argued the policy danger
which may arise 'in trying to generalize from underdeveloped
countries the standard Indian model of development 
planning'.



It is tempting to apply the labour-surplus model to the
development problems of African countries. Firstly, although
the popu!ation pressure is far less than in Asia, the problem of
growing urban unemployment superficially resembles the
underlying assumption of unlimited labour supply for tI'e
Asian model. Secondly, the typical description of DIulism 
as a model of economic transformation would appear to fit 
both the Asian and African cases, in the sense of a mutual
co-exister.ce of a 'traditional' sector which is gr:Qniiallv eroded 
or absorbed by a 'modern' sector. Thirdly, the two areas
would scen to have common features which are stiategic to
development theorizing: low levels of incomes, saving, capital
accumulation, technology, labou r productivicy, foreign
exchange earning ability, etc. Finally, bothl alcas would 
appear to be at comparable stages of economic growth in the
famous broad nomenclature of progress s,'cetched by Walt 
Rstow some ten years ago." 

But some of the foregoing similarities, which would ha e
formed the basis of applying the same theoretical framework 
to say both India and Nigeria, are wore appaient than real.
The difference in land-labour ratio is sufficiently large to
render the agricultural meaning of unlimited l:bour supply
inapplicable to the Nigerian case. The marginal product of
labour in Nigerian agriculture is simply not zero. Dualism,
in the Lewis model, is in respect of the interaction between a'sUbsistence' (agricultural) sector and a 'capitalist' (indstrial)
sector within a closed economy. In the sen.s;e in which the 
term has been applied to African count,'ies, especially bv past
writers of United Nations reports, the Nigerian 'prototype'
is seen as a transformation of the traditional peasant agricul
ture from the stimulus transmitted from the external sector

(demand by the industrial countries for tropical raw
 
materials). The similarities in the values of various macro 
sub-aggregates, as between tht Indian and Nigerian
situations, are valid only in a static equilibrium sense, but 
cover up many dynamic factors of growth which are bound 
up with a country's political, social, cultural and other
institutional attributes. Even if the Rostovian scheme N\ere 
a useful way of looking at international differences in the 
pace of economic growth (and the various criticisms it has
received in the literature will render it at best questionable),
it cannot be empirically sustained that Nigeria and India are 
at comparable points in the take-off process. 

Dissatisfaction with the mainstream of development 
theories in their applicability to the Nigerian case recently 
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stimulated Gerald Ilcileiner to propose an alternative model,
based on the simple recognition that what is super-abundant
in Nigeria is not really labour but land.' 3 Helleiner was not,
of course, the first to use it as a basis for an analytical model 
to explain development in Nigeria's agricultural sector. 
Wolfgang Stolper had earlier pointed out the inadequacies
of the labour-surplus model under Nigerian conditions and 
had in fact, prophetically hinte.1 at a description which was 
later to become the title of Ilel', iner's model. 'If anything',
he wrote, 'the theoretical problem is "'development with un
limited supplies of land"- -a variation, with a how to its famous 
author, W. A. Lewis' well-known title'.,, A forerunner of 
the land-surplus model itself can be traced to a section of an 
essay written by Ilelleiner two years earlier. In his paper,
'Peasant Agriculture Development and Export Instability:
The Nigerian Case' presented at an Edinburgh Conference 
in 1964, he had argued that: 

'Dualism inNigeria is of a snccial sort: the unemployment (overt rather 
than dl-guV'd) Is ill thie n dcrn urbin industrial sector rather than in 
agriculture. The goernment -s, in fact, attempting to persuade these 
unemployed to return to the land where their marginal productivity will 
be higher. Arguments for increasing investment in agriculturc in order 
to provide lahour for industry is not labour, but capital and 
entreprericuiship'.' s 

In the actual model, Ilelleiner (unlike Ranis and Fci,
following Lewis) treats the land-surplus'situation as a case in 
its own right rather thn as a theoretical curiosity hitherto 
relegated to the foot-notes. The problem of development,
therefore, beconie, more one of how to raise labour produ,:
tivity through mobilizing under-utilized land than of thermobil
lzation of under-enployed labour. An agricultural surplus is 
created too in the land-surplus case, which could be mobilized 
for expanding material outp1t. This surltlis, however, differs 
conceptually from th,. disguised unemployment which charac
terizes the lahour-stirplus model; in the sense that in this 
case farmers are only 'unemployed as a matter of conscious 

,preference for leisure over additional material output, at 
prevailing prices and the existing level of technology'.' 6 With 
higher prices, the faimers respond with increased labour 
inputs (the substitution effect net of income effect) which 
could be matched in successive stages by increased land 
inputs, without changing the existing land-intensive produc
tion technique. 
Economic Performancebefore the Civil l'Jar 

Helleiner uses the land-surplus theoretical construct as a 
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technique for analysing the performance of the Nigerian 
economy since the beginning of the twentieth century.
Following the usual thesis of externally-induced growth, he 
traces the effect of the enormous growth in export earnings
oil the expansion of cultivated area in Nigerian peasant
agriculture as well as on increased labour input in man-hours 
through the substitution of work for leisure lie argues that
for most areas of the country, the peasant farmers responded 
to the income incentive, fromn export by varying both land and 
labour inputs but operating with fixed proportion,; at ctnstant 
returns to scale. The result was that 'productivity per man 
was thereb increased; productivity per acrc or per man
hour, however, scarcely changed at all, ("eCpt as vlue 
productivity was increased by changes in t e product mix'.'7
'[he higher incomes (through better prices but mostly
through greater output) received by peasant 'xport farmers 
had a radiation effect which drew more farm families and more
land into ptoduction for export. 'his radmating cflect on tile 
rest of the economy became more pronounced as transport
and distribution 6acilities improved and reached more an(
 
more remote areas
 

A fuller tieatment of the empirical data uSCd by flellciner
 
to explain the working of his model is piovided in his book on
"Nigeria' which was published in the same year as his article
 
we have been discussing above. The problem, however, is not

whether 
some facts fit the model but whether we can continue
 
to count on the model as an adequate basis of wh at has been

happening in the economy in recent years and hether it can
 
provide us with a basis for predi,:ting what is hi, elv to happen
in the imniedlate futuore I lelltiner him,.elf recognizes, both

in his book'9 and in his article,0 that the model .,not 
un
formly applicable to all ameas of the country. But to us that 
is not really a crucial issue: and he has himself rightly 
questioned-given the model's objective-the legitimacy ofbreaking down a national economy into constituent areas 
(characterized by different production techniques and
lifferent relationships of population to arable land) to which 

different models can be applied to explain working of the 
Nigerian economy from say the time of political independence,
through the civil war, to the reconstruction period of the 
1970's. 

Perhaps we can start again by looking at the facts of the 
nation's economic performance over the last ten years or so.
There is little controversy about tile performance of the
Nigerian economy between 1950 and 1954. The gross 
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domestic product at constant prices grew steadily at an average
annual rate of 5.6 per cent. Parallel structural key indicators 
over the same.period include a steady increase in the gross
investment ratio; remarkablea export surplus resulting in
accumulated foreign exchange reserves; modest shifts in the 
composition of production away from agricultural activities 
towards manufacturing, public utilities, building and 
construction, transport and communication, banking,
insurance and professional services; acceleration in the rate of 
urbanization; and the beginning of a new political movement 
and style in social organization that were later to enhance the 
impact of government on the pace of economic change. 

It is the period between 1955 and i96o which appears to 
give ground for some controversy. Many writers, basing their 
analyses on the same or a similar set of national income
statistics as for the earlier period, concluded that the second 
half o the decade was largely one of a slow-down of
the earlier pace of growth.21' They argued that the rate of 
growth fell in the second half of the decade to about half the 
average level achieved in the first half of the decade, and that
the absolute values were actually negative in 1956 over 1955 
and in 1958 over 1957. Arthur Lewis, on the other hand,
maintained that the economy grew steadily over the whole
decade.22 lie distrusted the official national income data
and queried particularly the underlying harvest cycle
assumptions in the agricultural sector. The rate of growth
of the Nigeriai economy, he argued, was actually accelerating
slowly throughout the i95o's as the faster growing sectors 
became more impo rant. 

Obviously, different sets of facts will lead to different
assumptions about what factors made the economy perform
the way it did, and hence will lead to the construction of
different theoretical models to explain what development 
process the economy is likely to follow in the succeeding or 
uture period. For example, the present wiiter in some of

his earl'er works, has trieO! to justify the observed decline in 
the economy's growth performance in terms of structural 
shifts in resource use ,nd particularly the changing compo
sition of gross domestic capital formation.2, Wolfgang
Stolper, dismissing the validity of changing weather
conditions and deteriorating terms of trade as explanatory
variables, agreed that the proper focus of attention frorn a
planning standpoint should be on the structure of capital
formation. 'The fact that the rate of increase of Nigeria's
national income had started to decline', he wrote of the period 
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between 1954 and i96o, 'suggested strongly that past increaseshad been at least to some extent the result of a multiplier effectwhich was being exhausted. Unless, therefore,was somethingdone about the composition of investments, there awasreal danger that a constant stream of investments wouldsimply lead to a constant level of income. The growth eftectsof nvestmrnts cannot be taken for granted'.'2 Arthur Lewis,on the other hand, found little cause to worry about thechdrwging composition of investment in the context of Nigeiao the 1950's. Firstly, he denied there was any decline in theeconomy's growth rate in the first instance. Second ly, heapprove'd both the enormous investment in housing and,'byimplication, the increased shift towaids it in the late 195o's.lie argued fiat a modern house is the best collateral Jat aNigerian borrower can produce; that the more modern housesNigerians own, the easier it vill become to channel capitaltowards farmers and ,mall industrialists; that a house is asValuable a commodity as anything tiiat comes out of factories;and that if the prime purpose of production is to satisfy need,then building houses is a more direct way of achieving thepurpose. Actually, the argument about the proportion ofInvestment expenditure going into housing as against alternative investments is only part of the argument aboutstructural shifts in capital formation. Much of the complaintalso restd on the decreasing attentionprofitability, especially 
being paid to social

in public investment deci.;ionsThirdly, the prime mover of economic growth in Nigeria hadhistorically been, and still was, agricultural expor. ; and thatagricultural commodity output !,ad been growing throut hOutthe decade at about j.5 per cent per annum. "The growdh ofmanufacturing was a lesser prime cause of the growth of theeconomy. The r'apid expansion of distribution and transportVas due to the initial growtl of agricultural export; and sowas the growth of impoi t which the growth of export financed.
The apparent dilfference in facts, and hence in analyticalinterpretation, thus calls for a brief closer examination. In aseminar paper presented at inIbadan November 1966 ,Arthur Lewis2s argued that the so-called deceleration in therate of growth of real output in Nigeria after 1954 \\as duc toa number of methodological defects in the basic nationalincome tables published by Pius Okigbo. The first, andarithmetically the most important, factor was the behaviourof the food production series, or what Okigbo called6crops grown primarily for domestic use'. The second was theoutput of distribution activity, which was treated largely as aresidual balance by Oigho. The third element was the way a 
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number of output series (especially livestock and crafts) was 
held constant over the period 1950 to 1957 despite population
growth. The combined effect of these defects, according to
Lewis, was to overstate the absolute values of the gross
domestic product in the earlier years, understate them in the 
later years, and thereby introduce an artificial deceleration
in the growth rate in the second half of the decade. Making 
different assumptions in respect of the dcfective sectors, he 
derived a corrected series of gross domestic product at constant 
prices whose growth path was not only smoother but approx
imately linear at about 3.7 per cent per annum for the period
195o-1957. 

It is not within the scope of this paper to restate the details 
of how particular figures were arrived at in Okigbo's national 
income series. Lewis has rendered a great service by calling
attention to the hazards of national income estimation in an 
underdeveloped country like Nigeria, and by pointing out the 
implications for both economic analysis and economic policy
of different assumptions which may be made in any such 
exercise of production measurement. To the present writer,
Lewis is correct on some of his strictures about the way a few 
items were handled in Okigbo's accounts, especially in the 
context of their inter-temporal changes. For example, it was 
wrong to hold the land development time series constant; and 
as the present writer has pointed out elsewhere, the original
result for the sector was different from the version later 
published.,6 Lewis is also correct in defining the value added 
by Marketing Boards as profit plus increase in stocl, s, and not 
as profit minus increase in stocks as in Okigbo. But even if 
one accepts his more debatable points on the time-series 
valuation for Government, IMissilons and crafts, they will,
together with the foregoing valid criticisms, make onlv a 
marginal difference to the time profile of Okigbo's series. 
The real difference of significant quantitative magnitude 
comes from his queries in respect of food production, live
stock, transport and distribution series. But here it is 
important to emphasize that Lew,;' quarrel, or at least 
concern, is not with the sources or methods of estimating
the output of any of the four sectors for any particular 
year-except in respect of Okigho's method of convertii~g
the gross domestic product at 1957 factor cost when handling 
the distribution series. 

Essentially, Lewis accepted the 1957 base-year estimates 
as pegs but disgreed with the extrapolation b.,ckward to link 
with 1950. -e argued that the export crops series in Okigbo 
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Sbehave.'normally' while the food scries'behave 'incredibly' 

I" 
, 

first rising at an 'unlikely' average of :per cent per annum'gween So9 5 0 and. !954 and ther fall ig- h'" iply7 Ii -ad, 
Lewis assumed that the food series increased at a steady 2.5:per cent per annum for the entire period 1950 to 1957 for the,apparent reason that it just looked neater and more 'plausible'!
For the livestock series, he assumed another steady growthrate of 2 per cent per annum. On the' other hand, he dis
believed Okigbo's claim that the transport sector could have 

, increased by 16o per cent over the eight-year period andsubstituted a figure of, .oo per cent as the maximun likely,limit, an aggregate growth which he then distributed at an , qual growth rate over the intervening years by simple
interpolation. It is therefore, not surprising that his resultingmodified" totals of gross domestic product should yield a
simple linear growth path between i95o and 1957. 

For the purpose of this paper however, it is not necessaryto accept or reject Lewis specific criticisms of particular
sector eries. Some criticisms (like livestock) appear legitimate
and valid. Some (like transport) are not less arbitrary than
what they were supposed to repl1ace. Others (like food) arenot necessarily more convincing simply hecausea steady growthrate looks neater: a wish-belief rather thaii an empiricalreality. For ;ourimmediate purpose of aggregate analysis,
the more crucial consideration is whether all the assumed errors in the Okigbo series make any significant difference 
to the final figures on gross doniestic product in terms ofmutual compensation. In another critical review by lfegwu
Eket of the Okigbo series-a review which also strongly
questions particular sec.tor estimates for particular' years
the balance of judgenmnt was that the various errors 
compensated fairly wvell. 'Okigbo's totals are reliable', Ekeconcluded, 'because they generally indicate the directions ofchange which are Inost probably in accord with Nigerian
experience. . If the eriors in GNP components are allowedto offset one another there will be no change in the estimated 
error in Okigbo's totals'.2, We'' conclude therefore by insisting tentatively that, until a more articulate national
income series (in both components and totals) are provided,
the Nigerian economy expeiienced some deceleration in .itsgrowth in the second half of the i950's compaied with the
first half. This conclusion remains generally valid, though
probably not as strongly established as before, even when 
account is taken 6f the fact that the figures'of gross domestic
product pre-i9 7 and POst-J957 are not strictly comparable. 
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The period since the achievement of political independencecan be similarly divided into two; viz. between i96o and 1965as one period, and since 1966 as another. The second partforms the topic of our discussion in the next section, coveringthe period of a grave political crisis followed by an intensecivil wa,, The first pait occupies our attention for the rest 
of this section. 

The immediate post-independence years in Nigeriawitnessed a steady expansion in general economic activities.The growth rate of the gross domestic product in constantprices picked up again, reached and (by 1962) surpassed thealmost 4 per ceht level which was averaged in the precedingdecade. Buildi,,g and construction revived; manufacturingand public utilities expanded substantialily; and so too theremarkable giovth of mineral oil pioduction and of transportand communication services. But although the five yearsfollowing Independent c..howed in gene'al butter performanceof the national e.:onomv thethan preceding five years, thispattern is not i' iiforinlv valid for all years within t~ieperiods. In fact, the two years 
two 

immediately preceding i96ohad higher gro %th rates than the two years immediately after196o. This meant, ill effect, that the general performancethe economy was distinctly more impressive for the period
of 

1962-65 than for the peri'od 19j5--8. Apart from growingbalance of payment difficulties, the stiking features of theNigerian economy in the period 1960o-65 include the steadydecline of the relati te contribution of agriculture, forestryand fishing to the gross domestic prodct; the new upsurgein the production of crude oil; the inmnsification of importsubstituting industries by the establishment of medium andlarge-scale manufacturing plants; a sustained building boom;
and the expansion 
 of social services, especially of high-level

education,
 

The period i96o-65 also seems to represent a thresholdof sti uctural changes in the economy that have implicationsfor the prime force driving the system forward. It was becoming increasingly important to distinguish between the grossdomestic product and the gloss national product. In spite ofdeteriorating terms of trade (which fell from 100 in 1954to 8o in 1963) and of continued fluctuations in c,:port earning,Hthere was steady growth in the gross domestic output. Theperiod of trade deficits which had started in 1955 not onlycontinued but was intensified; such that, even when the tradedeficits were reduced from about 1962, there was still a steadydecline in the country's foreign assets. The prime force for the 
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.. grwthof-.the. national - economy-appeared- to be swit hiiisome of its strength from the external to the domestic front.A direct reflection of this was what was happening to themonetary system. As theCentral Bank moved into full gearas an effective monetary manipulator,e the balance of payinents no longer became as direct a determinant of the moneysupply. In sharp contrast to the situation under the CurrencyBoard system, money supply expanded even in periods ofdeficit in the balance of payments.
increasingly In fact, it was becomingclear that the growing deficit in the balancepayments was ofnow a significant function of the expansion
domestic money supplyouh 

in 

From 196o to 1965, money supply rose at an average rateof atout 8 per cent per annum; and yet the general ,Ivelprices rose ofby only 3 per cent. Part of the explanation is tobe found in the declining foreign exchange reserves whichtook much of the strain off the potential inflationary pressure.But there were also other factors involved-sharp increasesin import duties and even 
to 

occasional quantitative restrictionsdampen import demand; measuresespecially the to control creditin period 1962-63; an intensive importsubstitution programme of industrialization;remarkable resilience of 
and theagriculture, especially ofproduction for fooddomestic consumption. A major reason forthe large expansion of credit (and hence of money supply)to the public sector was the growing budgetary deficits of thegovernments, especially since the inception of the firstNational Development Plan in 1962. But there was also muchcredit extended to the private sector to finance both thegeneral increase in the level of economic activity as well asthe structural changes taking place in the economy. Ca italformation as a proportion of gross national product rose fromabout 12.5 per cent in 195859 to about i6 per cent in 1964-65;but even more remarkable was the growth in domestic savings
which as a proportion 
of gross national product rose from
about 8 per cenrin i958-59 to about 12 per cent 
 in 1964-6S.31The import surplus made it possibie to sustain the gapbetween investment and savings; a gap which was financedboth by drawing down previously accumulated foreignchange reserves exand (particularly important since 1962) by anew orm of international financing through foreign contractorfinance and supplier credit.3" 

Apart from the development of petroleum production,most of the transformation that took place in the economysince political independence, and especially since 1962, was 
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geared to the domestic front. This was so even with petroleum 
because with the completion and beginning operation of the 
oil refinery in Port Harcourt the domestic market was already 
coming more into the picture from 1964. The industrial 
sector, though still small in relation to gross domestic product 
(approximately 7 per cent in i965) was growing at something 
like io per cent per annun. Gross capital formation was 
growing fast and especially the sectors of plant, machinery 
and civil engineering which were together increasing by io.8 
per cent per annum. Foreign private investors shifted on a 
massive scale from their traditional areas of trading, business, 
plantation and transport to the new growing points in 
manufacturing and processing. Nationals moved in on many 
fronts, especially in small-scale enterprises. More signifi
cantlv, the proportion of capital formation attributable to 
current domestic savings rose from about 6o per cent to about 
74 per cent during the period. Even the import content of 
capital formation fell from about 45 per cent to about 37 per 
cent; with the growthi of domestic indu,;tries producing 
cement, other building and conztiuction materials, transport 
bodies and simple metallurgical products. The import 
coeficient, which had exhibited an upward trend till i96o, 
moved downw.rd during this period.3 Before i96o, the 
import scene, was chaiacterized by high coefficients for food 
and other non-durable goods. Since then, domestic import
substitution industries have considerably weakened the import 
coefficirt for items lik.- beer, stout, textiles, cement ,nd other 
building materials. The import of raw materials had also 
grown at a lower rate than the growth of productive capacity-
reflecting the response of domestic activities (including agric
ulture) to the demand for industrial raw materials. The 
productivity of these domestic investments was probably 
rising, as roughly indicated by the crude measure of overall 
incremental capital-output ratio which fell from about 3.3 to 
2.2 over the five-ye-ar period. 

The intention here is not to impress that all was well with 
the Nigerian economy during this period. There were many 
weaknesses, especially in the area of policy and planning, 
which have been the subject of comment by many authors as 
well as the present writer. Most of the weaknesses and the 
writings are well known. 

In summary, the idea of our analysis in this section has 
been to point out the structural changes in the economy which 
could render invalid old notions about what makes the 
Nigerian economy tick. More and more, the economy has 
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been depending on its own domestic steam. The primemovers were cianging from agricultural exports to homeindustries, food production and public policy. The threshhold lies within the period i96o to io/,. and may he tentativelvsuggested as eil g around 1962-_6.1 PIrobablv thetcstiio.u tre bestto tact that the ccriitrc of favity forr N'igeria'sCCOrIouic' 'lowtl was changing Il''l iew:1r( i is the way thectn i r.la\ h il an.ged to stiit %'I%. it" Illi, p01ditica ,Ifid niltar ,' 
. riis sllce t)l(6. 

lACoonlimw , f'.'op ,:are e dw tug /Me ('7 1/ I "r 
It is per haps ha~artlous, for anvit,*o tiy*full i IIpa d ave,,Css thet ,of the po'itical and ifit tarv crisis (,Ithe cconomY.But for the of thki, paper, thc wo, i ,the ccO(IMnicsyt,. tti ining thr crisis ar- (it gitat releVnce to he
problem of reconstructio,
anN future an! to thc a*aitical (,lstruct forpoll(c.deCVh p rimclCt T'hc stfrcnti l tIrt wof a deelopi,1 

oakness 
c1sent plocess ar, p.rimp,;s hL rgiriiitcd iII sucha situation. 'hc dIftiC I t factor s ,)IIp cti l lo the( attcntionof the eco!Imltic theorists is tile pro IMCe , ()0,f i o','tll InI
the econoliy also hrxe a better (aitiiott adlrittcdk' ta.ic and
costly) chan'cc Oit '-taking or tcsting thei-r (CXiidrLtuic.
 

The pcuiod 10963-64 
 was onc 'f pL-a1, at J CVcen tPOst-ndUpcnklcnee Nigeria. 
in.
 

w.eaklned ; and the 
B'it I. 1(,q, tirc iipet,,s had
political crisis of "960 ol ii helped analrcady d(tCe)orating situatilon. lire growth rit,donestic product siuriiped to inder ; pc of1the gross

the outbrcal. of civil war 
ctir t c\cn beforeit the midlle of 9()7.both comillodiytv ;reports anrd cxports fell in 

It is trn that 
,would be a mistake to atttibute tile 

with 196 5; but it 
966 b con ared 

weakening growth rate as 
in 

being caused by declling activitythe external trade sector. For on,. thing, tire decline inlgrowth rate preceded the decline in external trade. For another,tile fall in \%asImports greater than the fall in e, . rtsas witnessed b, the higher proportion of commodityfinanced bv coninodity exports ports
in 1966 than fin 1965.fact, the deficit trade balance had started 

In 
to improve in 1964and had turned into a positive balanceexplanation 1966. The majorfor the decline in growth late,

by 
it would seem, isto be sought on the domestic front; and especially in the factthat government spending as well as private investment hadstarted to weaken by late 1964. It was probably the negativeinultiplier effect of this which was reflected in the downwardmovement of imports, quite apart from the impact of fiscalrestrictions private import consumption.on The increase of 
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imported machinery and transport equipment in 1965 over
1964 was less than in the preceding year, and there was an 
absolute decline in the value of imported commercial road 
vehicles. 

The weakening of government spending was due to a
variety of factors. Although total recurrent expenditure for
the federal and regional governments combined was
increasing, the rate of increase had slowed down by 1965.But the major explanation was on the capital side. The total
capital receipts from all sources,, xxhich had lisen to £65. 5million in 1965-66, in fact feIl to £63 .4 million the following
year, and much further still in 1967-68. There was still amodest increase in grants (from Marketing Boards and outsidesources) as well as a substantial increase in internal loans,
mainly through the Central Bank under-writing the series ofI)cvelopment Stock. main' The items of, dccline in capital
receipts x\cic tramsfcrs from the co isolidatcd rcxcnue fundand exteinal h ans (;ovcrnmeiilt ca pi til CxcM)idturc appeared
to have reached a plateau by alot 1964. II the following
year, total capital receipt., as a proportion of total capital
expenditure grew ft oni abut j0 per cent to about 75 per cent. 
Th is ellec, alg" I(lg \%Ca] ncss ill ti l1ioxteICIlit 'oftc inentrex'etrn Sniplii; iM ILciing difliculties \xiti aitr,ingements
for contractor finince and s,,Iuppler credit; tile belief that thedrmIng doxx Ii0' the- folcin exClaIllre ,CIeixIs wV:as aClrea,"
teaching the critical mmitni pcl iiissi ldclimit long hallowedl

yI internaI in 1 n:k-rs ,is the cltnxI'allt of orillionths'inipolit hill; and t!,, c()intl,tar that tl e\p nsin ill deficit
finalncinlg riight endanger otf 'the (idalilit,in the count i,'s crnclicy. 'T'he declin In tile VOlUni if 
external loill aftclci .c llay reflect grm)vi rg aM noas,'dabout political prospects in the cinrt(r', otl tile basis Of dev\elop
ments during and after the FederaI pal ian tentar electionof 1964 and tile Western regional election of 1965. It alsoprobably reflects the gloving adilinistrative dlicultics insubmitting bankable projects xxitljin the fraltiwork of the
National I)evclopment Plan. )ue to xveaknes,es in theadn-linistrative machinery for plan control, sonie projects in
the social ,ector and/or witI lo cr developnintal piiwoiityhad been earlier initiated in the plan period. 'Ilhcn t ie' various
lags in project preparation in the dev'clopntent sectols staitcdto tell on plan execution. ''his was compom Aded by the
shortage of executive capacity; chalges in ojcct design,especially in the uncertainties of which ipotdntial donors would
favour which projects; and by the long process of actuallynegotiating specific loan agreements even after the principle
had been agreed. 
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The deceleration in growth rate in 196 was heralded by the 
...wekeng-impetus from doiestc- capitalformationa : ycar
earlier. The level of ncw investments in construction and civil 
engineering works as well as in the sector of land, agricultural ;
and mining development was lower in 1964 compared with 
1963. For the.strategic sectors of trade, industry and transport,
total governmcnt capital expenditure had started falling badly 

i 1964 from the peaks achievCd in lo6-. Despite the tit 
that by 1965 gross capital formation had po;ed up well (from
the boost given by private capital investme t in lant, maCi i 
nery and equipment as well as by ci.i! eiginvcring wor-),'
this came too late in the year to have in(h ilmact on tie 
current growth of output. Building constructp in any ca :not show signficant nl)rovement, 

merit peforinanc in Y96)5 was probably a reflection of 
cLccisils tt iwn at least a year before. But it was a short-lved 
revival as the political events of 196: m-ust have affected 
decision-making that year and hence affected actual investntlt 
performance in 1966. The increase in gross capital formation 
in i966 over 1965 was lower than the increase ofthe preceding 
year. Investment expenditure in the private sector was only
infinitesimally greatcr in i966 than in 1965; but ther 

, did The wc.,ased ihvcst

was no 
significant change in the public sector either. 

It should not be inferred fromn the above that changes in the 
level of gross fixed capital formation, lagged by a Y'ear, are an 
adequate explanation of changes in the rate of growth of the 
gross domestic product. 'J'hey are only a contr2gutory factor. 
Probably more important are shifts in the conposition of 

t,capital formationutilizatiotaking place andof the degree of efficientiien 
utilization of the existing stock of capital in the economy in any
given year. By i965, past investment in some projects with 
long gestation periods had also started to pay off. There was 
dramatic growth in value added from suih activities aspetro
leum oil, manufacturing and processing, electricity, communi
cations and higher education, But for this developient,
which acted as a counterbalance, the observed weakenhig in 
the lagged investment would have affected the growth rate 
more severely. t e h 

Another interesting feature of this development is the 
apparent reduced statistical sensitivity of the gross domestic 
product to changesl in agricultural production from about 
1964-65, in spite of the still considerable weight of primary
production in total output. In other words, the country was 
already entering a ne Kphase of development shortly before 
the political crisis, in wli2. h the dominance of agriculture in the 



determination of the country's progress was only valid in a 
nuinerical sense. This does not mean that agriculture was no 
longer important to the development process-far from it. 
What it does mean is that the structural importance of agricul
ture to growth is no longer to be seen as a direct link, but now 
becomes manifest through its integration with other more 
dynamic sectors of the economy. Until 1964, when the output 
of agriculture fell, the gross domestic output fell; when 
agriculture rose, total output rose. Tl'here N\as not always a 
proportionate change; hut the direction of change was similar. 
After 1964, the p,,raIel movIemcnt appears to have been hroker'. 
Agricultural stagnation or modest decline was no longer keeping 
the gross domestic output from rising in relative performance. 
Thus, there were already glimpses that the economy was 
breaking from the strait-j.ackct of agricultural export earnings 
as its chief gi o\th determinant. 

l'ls change in the pivJt of the economy has been under
lned hy the colnise of c'elts since the outbreak of civil war. 
Doiiestic expoits fell ion their 1966 peak and have still not 
vet regained their pre-war level. With the lblockade of the 
ElasteIl states, tle cxp\ort of both palm ,oil and mi nei al oil 
practically ceased util late in 1968 when partial production 
was ies1irned. 'lhe ,trd prices of most agricultural produce 
w'ilr h Nge c "port, t'll alnmost continlrolisly frorn their 196. 
pe'ak level.,. Ilhcrc were, in any' Ca.e, tranlsport prolelnis in
evacuiati ng the prodtuce. (ocoa was the ony exception in terms 
of world prices since i 967; but domestic plodliction is 
nowherc \et near the level of i9t64or even of the lower level of 
1966. U ntilithe latter pait of i96S, the geileral trend of 
agricultwia expot e lar.urgs was downward. Impoits moved 
ins\'lpthy arrl ii general sulTcred a gi eater decline as a resuIt 
of stririr ti"c~ll Irli'llic dictatcd Iy %ar conditions. The 
continoel dr.vin. -41,nw of folcigni exe cange reserves was 
due llot to lorl na] tladc dclicithhut to therequirenent forwar alln . anld arnlrrrrctrrir; a1c(]rirerflet \ hIch wvas so intensero r 


that by the nidillc of I 9 6S tie lvel of excalrge reserves had 
gone well below the colventlonal critical minimum. 

an \' 0,,llal figures to reflect the 
effect of this dralm der ;i in te1 cxlernial sector. Ve canriot 
say that tire cconmv has prospcrCd dring this period, espe
cially when wc rccali -ic tiagic social miserics in the active var 
zones. 13tut after vanc lisitation, the rest of the national 
economy outside thu,,(, zoics started to hold its own from 1968 
onwards. Investment in industry first fell drastically in 1967;
and so too did the inflow of capital in both the public amid 

'lc ae , h4)11 incccrime 

51
 



private sectors. The financial position of Government was
deteriorating with the rapidly widening gap between rising
expenditure and falling revenue. The inevitable economic
ttrinoil of civil war in an underdeveloped economy was not 
Made evicr by a series of i'itelmationllntrigues nder the 
guise of hurminit ,riaM tentirnentq. Y( t, the ccoreimr - ri ves;anil in thIt sur\'1'. A appc.ir -,mwl, ' , b. . 'us abut its real 
prine mno. (r-. 

A niril r - - i¢ '!.iu ,l I1 t, . . 'I\II 

l;ttioiis ll 1116 il U tt lcw:, i, Il,d , , f lt I fd'1967 gae i \ .- ,t il l IIIi ulg , ,t , ;1,.f 
political, oililitalvV Iiid c(c(,m,41 .ilpl cics. It \:fs ot ,ip", 
a notice o) tilt \'()i1d that the coulit1% rncnt bo.ircs; it %aIsactually deionstatii g it c\C,, po',,hlc 4. 1 g -,)III 'cr\ ) 
cally, thie ,%hvi (and cspeciallx tile \Vcteril poxcis) hid 
hitherto iidetrated the dcte miLition otff Niucrl-Ia I,) titlht 
all comeis for \Nhat they believed xxa. in thlir bcst interest asAfricans; just in the same way as ilhe world had overrated the 
count ry's civilian governnieiit as the ijastion of (.inociacy 
on the contilent. fhie inner foice of a People is a secret 
weapon in nation-buildilrig which, in tle light of the Nigerian
experience, should qualify for the serious attention of develop
ment econoinnists as a reserve bit Pc4nt factor 4)1 1loducti(i.
Determination (or stubl)lornnC,,) as a virtuc (or vice) is not 
unique to anf paLrticular social group or n,,.tion. As a p"sx'cnolo
gical attribute, it is 1 rc socially inspired thar pIhysiol ogicallv 
innate. 

The new\ spirit of national consciousness and developmental
commitment enabled a number of stringent policy measures 
to he adopted in 1967. There ;were cuts in the approved
estimates of expenditure by all Ministries (except Defence and 
Internal Affairs) throughout the country; reduction in the 
strength and number of Nigerian missions abroad; a 5 per cent 
surcharge on duties imposed on a number of consumer goods; 
an increase in the rate of compulsory tax; a 5 per cent compul
sory savings by all salary and wage earners in the Pay as You 
Earn system; a ios. flat rate charge on all community and poll
taxpayers; a subjection to import quota or total banning of a
number of commodities. In 1968 the import duty surcharge
was raised from 5 per cent to 71 per cent; excise duties were 
imposed on a number of domestic manufactures and a once
for-all levy made on all pioneer companies making an annual 
profit of at least fS,ooo. Above all, there was massive recruit
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ment of personnel into the Armed Forces on a voluntary basis, 
an exercise for which there was never a supply shortage. 

The second factor in the rallying of the economy, in spite 
of the weakening external sector, was the resumption of an 
expanding import-suhstituting industrialization. For many 
industries, the sudden loss of the Eastern States' market in 
1967 was a major blow that only worsened their uneasiness 
about the fuItu re of the country. Apart from the general 
air of political uncertainty, some of them had been badly 
affected by the manpov, er (lislocation of the inter-State exo!us 
arising from the battle of nerves in the middle of 1967. ''he 
index of geneial industrial production had slumped in'the 
second half of the year from its peak level in the second quarter 
of 1967, mining output la1d in fact fallen far below the very 
low level of 1963; and total manufacturing output just managed 
to hover above the 1965 level. lowever, by the end of 1967 
the dold rums for most industrial activities (except petroleuiml) 
had been passed. 'he Initial shock was over. Sales promotion 
was intensified in other ai e's of the country to make up for lost 
business in the lockaded Elastern States. A new impetus was 
given to domestic demand for manufactured goods by the series 
of stringent ineasures taken to cui b impoi ts and put a general 
brake on the use of foreign excha ge. The refusal to devalue 
the country's currency in sympath y with the devaluation of 
Sterling, provided another need for further import resti iction. 
Domestic factories reacted by taking advantage of the oppor
tunity to increase tlie,' output and even expand their capacity. 
Those who had earlier invested in the country were now 
reaping the reward of their good judgment. Others who felt 
their intelest threatened by the new measures were revising 
their earlier position an(l were now seeking to invest; but 
meanwhile their markets were toincred by those already 
established. 'l'hc great potential of the Nigerian market was 
being more clearly seen as a crucial factor in industrial invest
ment decision-making. 

By the third quarter of 1968 and in spite of the exclusion of 
the plants in th,: Eastern States from the data, some industries 
like beer, stout, cotton textiles and footwear had caught up 
with their pre-crisis, or 1966, levels. And by the end of 1968, 
the production index of total manufacturing industries had 
surpassed the 1966 level, although still behind the peak perfor
mance of the first quarter of I967. Even more significant 
perhaps is the fact that some export-oriented industries such as 
vegetable oil products had, by the end of 1968, reached a new 
record level of production. Industries which appear not to have 



shown the same pace of revival were mainly of the capitalgoods type, especially cement, roofing andsheets vehicleassembly. But even there, specific plants in specific areas of the 
country were in fact faced with the problem of being unablemeet the deanaid for their products. For a number of plants,

to 

all the ingredients of real or latent positions of industrial 
monopoly wetc present in the economy. 

The third, and probably tile most important, factor was theperfora nce of iagriculture in inecting the requir einet for an
expanded domestic food conOumIption. 'lhere was hhighly
enlarged national army. Apitt from the sut1stantial foreigim
exchange expended on buying niunition,, the armed foices were finan(ed mainly by local clilrencv. Inl a situation of
stagnant government revenue, tlis enorious bildt,.arv costcould only, and was only, met by a huge expansion in bankcredit. The inevitable result would have been inflation. Butoutside the blockaded ateas (and in the Midwest temporarily
in the second half of 1967), there x as little sign of abnormalprice increases. The food price indices for most parts of thecountry in fact remained remarkably stable. Part of theexplanation, no doubt, may be found in 1orre of the fiscalmeasures which restrained general conmutlption in the house
hold sector"and curbed the volume of iilported food. But themagnitude of deficit financing was so great and the demandby the Armed Forces so substantial that the major explanation
for stable food prices, in the absence of anv evidence of reduction in non-military demand, inust come thefrom corresponding increase in supply. In the early stages of the civil war,
the extra supply needed was pi obablv achieved front a diversion

of market Ito the blockaded areas to thi( 
 rest of the country.
This would be true of the food-producing and normally
food-surplus areas theof Middle Belt, whose traditional
markets were for long the Eastern States. But subsequentl,
and especially since the early rains of 1968, some of the extra
supply must have come from net increases in total output.
 

If 1967 is taken as base, tentative figures tend to suggest
that the average level of food prices fell in 1968. It fell farmore in the Northern parts of the country than in the South.
Although there was an overall increase in the general indexof consumer prices, the explanation is not to be found in anyupward trend in food prices. Considering the weight of fooditems in the total budget study on which the index was based(almost half of the total for most parts of the country in respect
of the lower-income group), this is a remarkable feature for an economy that was also involved in a massive civil Thewar. 
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downward movement of food prices in 1968 was also well 
spread, covering most items of domestic production. Tile 
main exception was rice. The great increase in the price of
rice was particularly marked in Lagos and the main capital
cities in the South, and may be associated with a pre
ference for imported polished rice whose importation had 
been severely restricted by appropriate fiscal measures. In
the North, where the taste and consumption pattern is
different, the price of rice in fact fell by about the same average
magnitude as other food items. The decline in price level 
was partiRularly marked in the North, and especially with 
respect to such grains as millet, guinea corn and maize. The 
differential price fall between North anti South (an approxi
mate gap of about IO points in the two average deviations)
may reflect the great transport bottleneck of 1968. Apart
from the adverse effects of the war on transport ,oquipment,
railway and bridgcs, the excessive rains of 1968 worsened the 
already, had ioad conditions and hindered inter-State mobility
of food products southwards. But despite this, the average
level of food prices for the country as a whole fell regardless
of the great increase in deficit financing under conditions of war. The unmistakable inference is the potential capacity
of the agricultural sector and its ability to more than propor
tionately respond to increased demand. 

In summary of our discussion in this section, it isclear 
that the various sectors of the economy have been differently
affected by the civil war. Although in response to increase ddemand stimulus (arising from various causes), both indus,
and agriculture stepped up their production, agriculture
demonstrating greater resilience and adaptability. But given
the differential movement in prices and assuming that relative 
costs in the two sectors are unchanged, it is in fact industrial
profitability which likely benefit Itis to more. follows,
therefore, that one strategy open to agricultural development
in order to sustain continued inputs of investment and labour 
is to raise output considerably per man-acre so that the
unit cost falls faster than the unit price. And x~ithir the
agricultural sector itself, the increasing shift towards produc
tion n order to meet the domestic consumption of both
food and industrial raw materials, may not only reflect less
adverse internal terms of trade, but also a more rewarding
direction for development in terms of greater linkage effects 
and higher grow Lh inducement. 
TheoreticalFramefor Growth of the Economy 

Our examination of the broad facts of Nigeria's economic 
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development over the last two decadesappreciate as has enabled us tplausible the existence of a shift in the underlying prime movers for growth. To the extent that this shiftis significant and indicative of a longer-run determinant, it isnecessary to return to our earlier discussion abouttheoretical a suit-' :emodel for Nigeria's contemporary conditions. 
We have seen that Helleiner's dissatisfactiontraditional labour-surplus with themodel in the African contextled him to suggest the more hasrelevant land-surlusIn this section, model.we argued that Ilelleiner's scheme needs to beextended before it can adequately explain the real nature 

contemporary economic change 
of 

before It in Nigeria, and thereforecan provide a basis for prescribing a policy strategyfor the country's post-war reconstruction and development.The solution is not to reject the labour-surplus theory,fuse the but toessential ingredients of both the land-surp)luslabour-surplus andmodels. The crucial question for policy goeswell be\'ond the comparative relevance of competing theories.For an operational decision -making model, the importantquestion is whether the theory is adeqtuate for the purpose inhand. Therefore, we ned to re-examineof the two theories, restate the 
the main features

assumptions which shouldunderlie any meaningful growth strategy for the contemporaryNigerian scene, and arrive at some kind of new analytical
syn t!sis.
 

'L"here has been 
 some confusion about thc real concept ofDualism in the literature of economic development.times it is posed Someas a conflict betweentraditional a modern sector and asector; sometimes as the dichotomy betweenmoney sector and a subsistence sector; and "ther times as the
a 

functional clash between 
the central dividing 

industry and agriculture. Actually,
line is bctxeen a 'capitalist' sector
employing wage labour for profit) arid a 'non-capitalist'(with sectorno wage emplovment and no profit motive).empirically But sincein the underdeveloped
sector is in real 

countries the 'capitalist'life identified with those activities which alemodern, monetized and industrial (defined to include miningand plantations) and the 'non-capitahist'with sector is associatedthose activities which are traditional,agricultural (mainly subsistent andof the peasant variety), then the sourceof confusion is obvious. Writers on African economies haveconfused the issue further by associating themodern 'capitalist',and monetized sector withagricultural produce but 
export activities (mainlyalso including mining).cation, the growth By implistimulus comes to be associated with the 
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export sector of national economics in Africa. This may be a
good rationalization of the working of the colonial economic 
system and may have served to explain economic performance
under 'he Currency Board system; but it neither fits the facts 
of Nigerian economlic te formance today, nor reflects the real 
essence of Dualism. 

The original intention of the classical economists was to 
distinguish between productive and unproductive activities 
as a means of explaining the growing share o, )rofit in the 
national income. This was their point of entry to the analysis
of saving and investment. In that sense, Dualism has uni
versal application and cannot be confined to colonial countries. 
In any economic system, saving and investment grow as the 
profit-making sector of the economy ad\,inces relatively to
the non-profit-making sector. The main (Iiffercnce lies in the 
concept of 'profit' enmployed in the analysis. \Vhatever tile 
facts of economic history, it is difficult todav to identify any
large sector of the Nigerian economy which can be regarded 
as non-profit-making in the sense of total subsistence and 
complete absence of profit motivation. ''here may be
subsistence output in a national accounting sense. That is,
however, a different matter; because not only is its valuation
subjective and its relative share in total out put unknown, but 
also because subsistence production as such is not at all 
peculiar to developing countries. Again, there must be only 
very few areas of Nigeria today where barter trading is still 
dominant. Also, once the economy escaped from the 
restrictive Currency Ioard system, the rate and process of 
mionctizing the economy was being influenced by the Central 
Bank from a developmental viewpoint. Dualism, then, is only
analytically applicable to the contemporary Nigerian situation 
in the sense originally intended by the classical economists. 

Helleiner's model has performed a very useful service by
getting economic theorizing on Nigeria away from the 'enclave 
economies' approach which has long dominated the analysis
of Dualism in development literature. But tile model itself 
was unnecessarily restricted to the performance of the 
peasant export sector. Perhaps this restriction was meaningful
for Hlelleiner's purpose of explaining the long-run develop
ment of the Nigerian economy in the first half of this century.
However, for our purpose of explaining the contemporary
development process and in the light of our discussion about 
the performance of the national econony in recent years, it is 
necessary to relax, or indeed eliminate, this restriction. The 
entire agricultural sector, whether export or not and whether 
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peasant or not, deserves close attention. If any sub-sector of 
agriculture deserves closer attention, then the'best candidate 
is food and raw material production for domestic use. There 
is enough empirical evidence to show that Nigerian farmers
peasant or not-have always responded well to improved
prices of what they sell (whether abroad or at home) by in
creasing their inputs of land, labour, capital and organization 
to raise output. 

Apart from this point of unnecessary narrow confinement 
to the peasant export sector, the land-surplus model still falls 
short of an adequate basis for a development strategy. Firstly,
the implications of the model for the rest of the economy are 
not indicated. At least the la,'ur-surplus model tells us .'hat 
happens in the industrial sector from the effects of unlimited 
labour supply transmitted from agriculture. Secondlv, the 
fact of land-surplus is wrongly identified with a situation of 
labour-scacitv. This is a non-sequitur. Land may be more 
surplu,; than labour in the agricultmnal scct,,. Labour nav 
even be scarce to agiiculture in both a numncrilc population 
sense as well as in terms of maximum possible man-hours; 
yet labour could be surplus to tIe industrial sector in the same 
way as in the labout-surplus model hypothesis. In any case, 
Helleiner hinself recognizes both the historical and con
temporary facts of variable factor proportions as output
increases through additions to both land and labour inputs,
wth technology basically unchanged. '[here is no evidence 
that Nigeria has exhausted the economic use of either its 
unutilized land or its underutilized agricultural labour. 
Thirdly, the dillerence in the treatment of the 'agricultural
surplus' between the two models is oveistretched. 1lelleiner 
claims that iII the land-sourplus case, the agricultural surplus
is conceptually diflerett fron tI e agricultural surplus in the
labour-sutplus case. For one th ing, be argues, labour has 
positive marginal product in agriculture. For another, people 
are unemploxed in agriculturc only 'asa matter of conscious 
preference for leisure over additional material output, at 
prevailing prices ,nd the existing level of technology'.,u 

Even conceding this conceptual difference, it mav still make 
no analytical difference to the inc/uswiil effect of the labour
surplus case, as long as labour supply is still unlimited to 
industries at the going institutional wage rate. Labour could 
le surplus to industry without being surplus to agriculture; 
or it could be surplus to both. 

It should be apparent, therefore, why I elleiner's model 
needs to be extended on the basi', of more realistic assumptions 
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and in order to explore the implications for other sectors of the 

economy outside agiiculture. If agricultural prosperity is 
necessary to sustain an expanding industrial sector, then the 
crucial question becomes how to evolke an appropriate 
dc'.elopmnt s11atcgy that will gencrate the ncc,;sat" 

conditions. It is i,a.n'nigl simply to create an agricuti rml 
surplus in ,such a piccs, of J'v, at,; wc nust iclatc theC 
extia output t', I', -,(ngt ot inuts, to ,le mai kct price 
of agricultu,a] cn ,,, ic..n:1 t,, thn !:,m , t of f ,IImn: 

it thli a , t'd ,V l1o) t(-.tll p2tI, ,.',II hC Fe , 

to the ikdosti .iI , ,.' a ,cr i I I 1;A andil t,of lal, ,ur 
materials \ ili it t,,,,r In k 1,s o tL prikes %vlfll 
indu-trial xN%I1,i,, p,i lor tlleir N.g,, , i.,, then the 
foundation fo)r 1nd1.,, Il prosperity nld gi )o%%th ould havc 
been laid. 

'he /first oi,,ciu'n, thcn, in C.tendilig the land-surpls 
model is by iztrducin vat iablc pi oportiots-. But the penalty 
for doiug this is the potcntidl diliCtlltv of ascC iixg whediCrtUam 
or not there aiL resulting increasing retuinus to scale and of 
allocating the retu ts to dit'Ierent factor inputs. It is the fear 
of this potential penalty that probhably maCs theorists assume 
fixed prupo) lions and to conceive of marginal pli, sical pt oduct 
as rcsultin, fiom onlN one vaiiable factor, all other factois 
being fixed and optimalk oig.nnzed , itlhut Costs. But in a 
land-snrplu-, pea-, t .,cononmy, rural land in its oiiginal 
Ricardian seiise cai: he glrdd a(I(otlc.s whtele (a) to the 
cconoiny as a wxvl lc or (h)to the particular peasant commti11l
nitics. Point (a)I'. consistent \With the CXistflcme of pockets
 
of land-scarcity within tIe national economy. But if the 
land-surplus situation predominates and given suitable 
mobility of fact'is and products, the statement can be 
defcnded as valid in an aggregate sense. 

On point (b)the complication about legal ownership need 
not worry us. All that isnecessary isfor people to have acces3 
to the use of as much land as they may demand. Ifnecessary, 
nationalization of use can be legislated for and made 
politically real by invoking the concept of the local public 
sector. In any case, outside a few pockets in the country, 
the use of land at no more than nominal cost has not been 
much of a problem. 

The opportunity cost of such rural land outside agriculture 
may approximate zero. Considering the various possible 
organizational options, land acquisition costs (as distinct from 
compensations for perennial crops displaced) for the farm 
settlement schemes are a waste of public expenditure. As a 
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transfer payment, it is question of choice and "lot of necessity
that such payments were made in the process of modernizing 
agriculture. 

Big landlordism is largely absent under the peasant tenure 
system. Therefore the crucial measure becomes the way 
output increases with successive additions of labour in man
hours. It is irrelevant whether the labour is from wage
employment or self-employment. As long as the extra return 
in teims of the marginal revenue product to the peasant is 
greater than the ot)portuitv cost of his additional labour 
input, then output will be increased rcg(ardless of the return 
to land. ''he value of the land-surplus model is to point upthe possibility of being more relatix cly wastcful in the use of 
marginal land than in the use of marginal labour. What is 
important then is not that the land/labour ratio vill be 
Increasing; but that under certain conditions the output/
labour ratio can rise, such that the Inarginal revenue product
is at least equal to (and, preferably, greater than) the marginal 
cost which is now attributed maiiilx to lalbur. 

Under perfect competition condition", the value of the 
marginal physical prod uct eq uals the marginal revenue 
product because of the infinitely el,stic deniand curve facing
the individual producer. This means a constnt level.price
But if there is an in'c:sc in total supply, the price level may
fall. It need not fall, hIowevcr, if"tile total demand itself is 
rising commnisuate with .UIppV. I'.t Ceen it" total supply
falls, it does not necessarily incan that the profit maigin of the 
farmer is rednced. It cmt lll by less than the u lit cost has 
fallen. I i l 'iit cost CotIId tall even if his total cost rises, as 
boug as tliC is niorc than a corrcIorlin1g l i in output l)CI
rlan-liour/acc. Tlic kcx hret'c e to a sitable agricultural 
strateg Iii oni dcvelo1 ilcnt p1,ces IS to ilICicase labour 
productivi tv ii peasant fariling,; that is, to achieve higher 
yields per inpult of iian-lIoiir,:cic. 

The second debiecti'm' of 'xtciing the I!ellerner model is to 
relax tie assnription of fixcd technology. It is unlikely that 
the objecti\c of subs antiallv Iiiher yields per man-hour/acrc 
can bC achieved Wit lout cI irrg technology, especially as 
the land/labour ratio will be rising. It would he necessary to 
mechanize parts of agtictiltural work, cspeiallv those that 
are too demanding of labou r at critical periods of the work 
flow. 'The importance of timing h as not be-en sufficiently
emphasized in the development literature on the question of 
investment criteria, choice of techniques and factor intensity.
Land clearance for grains, for instance, may have to be under
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fo
takten with more mechanical aids as, r example, the use of 
the services from athe bullocktimandplemploughenit.po0fin thein iice'.''nNorth;d,-tobacco.cultiv.aiior r,.in'2tritr!a .
....................... 


S tile West. This is, essential if output is to bc incricased 
theii!i"e disterbution of..",oi uinder cnditions ofi rising and/labour ratio 

ahmd a set of ecological constraints on thc tune diStribution of 
wWork-10ad. It is true that greatcr capital input will raise 

and that the accounting inethod in 

substantially 

productionrn .... costs ie liercstirniatcs real ofg l . ..... grossly thec cost 
g,:,overnment a.gencies grossly undetimt..her.lc.to 
mlechaniical operation. But suchi an objection presupposes 

that existing go-vrnment igencics are themsclves Cflicierit; 
that tle inc'rease :Cost \Vill not 1he CovcrCd bV .esulting 
increase in the prioducer's earnings; and that tihe growth 
Ceffect on the national economy is necessarily, better by 
employing non-mechanical methods. Inany Case, in economic 
analysis a change In technology mieins more, than the mere 
introduction of mechanical gadgets. In a conceptual sense, it 
can conic from improved v-arieiecs of seeds and seedlings. 
It can come from impro Ved organization for production
minimizing the time spent in supplementary activities that 

w
are not directl, productive; sharing 'overhead' ork lY 
cooperation with neighbouring fairmers in clearing or in the 
uSC Of sprays or shellers. It cait come through' imnproved 
knowledge on the part of the p-oducer about the teclnical 
conditions of Ihis work and more effective inptit of farm 
extension services, It may even be one or more steps removed 
from direct production; for example throughbetter storage 
facilities and a more efficient marketing system for-,selling 
what the farmcr produces. 

1third di'ection for our extended land-surplus model has 
relation to the changing internal terns of trade. Helleiner 
himself realizes that one ,ay of increasing the aggregate 
income per man-hour of the farmer is to change lis product 
mix so that his value productivity goes up. This gives us a 
link to the changing pattern of demand for agricultural 
products,,as incomes and tastes are altered. The farmer is 
thus interested in ela prices; reason why,.tiv but there is no 
he should confine his interest only to the relative prices of 
what he can produce. He will bring in also the relative prices 
of what he buys, including an evaluation of the labour
intensity of. members of the farming family. rThe extent to 
which he will be sensitive to movements in his internal terms 
of trade depends not only on the magnitude of change but 
also on the available alternative work opportunities. A 
decline in internal terms of trade will begin to affect 
production incentives absolutely when the marginal effort in 
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terms of leisure sacrificed is greater than the value of themarginal physical product. But where the transfer earningsof the farmer are high, a fall in internal terms of trade willaffect production incentive faster than when the transfer
earnings are low. For this purpose, the relevant ismeasurenot the actual or objective transfer earnings but the imagined
incomes from r ossible alternative economic opportunities.
It should be no,,d, for example, that for the schc'ol-leaver
farmers, these perceived transfer earnings are high and
production disincentive comes sooner with a declining internalterms of trade than for the peasant farmers. The implications
of this are twofold. On the policy level, the greater resilience
of the peasants should mean diverting more developmental
resources to them within the agricultural programme. This
would mean a considerable weakening, if not a completereversal, of the present t\ pical fi I-sCttlement programme

operates examplcas it for in the We.t. Investiicnt inagriculture should be built ar, miid those \\ ho are economically
andpsychologicaillv coniitiic to tie land. Oil the eCrTpiricallevel, it is indicative of the tact that tliecomposition of urban
unemployed labotir has el iarled over the last decade tox ardLs 
more school-leavers.'" 

The ilnea'i eg contenttcracv in the growing Illban
ulnemploylent wh ich has characterized the -Nigel;III economy
since the last decade is of cola islerublc interest to our sul ject
matter. First, the enornmou ;nd d(Ispioportionate expansion(that is, in relation to the ablsorptive capacity of the labourmarket) in p,'i m1;v school e(ltIication in the counntry partlv
extplains why I,1.,drinagricult,,rie was beconit rig scarce in relation to cultivable land in some parts of Nigeria. 'Ihis underpins
the increasing relevance of the Inand-surplus model of
agricultural dcvelopiceit as time goes on. Seconid, it indicates
why, sinultaIICouslv, general labour in the towrs can still beconceived as Ibeiig unlimited in supply to the industrial sector.
Many nigranit school-leavers who fail to secure better jobsin the cities do not returnl to their family farms; but this isoften not because of agricultural land scarcity. After
continuous or intermittent periods of being jobless, "they take 
up, as they grow in years and physical staltuie, general low
skill jobs in the towns at the going institutional wage rate.
Qualitativelv, they are different froIi the rural labourers who are, in the lal) ur-surplus model supposed to be surplus toagriculture an( who, their migration,on carry their bundles
of subsistence goods with them to the towns. But functionally
they fulfil the same role. Outside the pockets of ruralpolulation pressure, they are not surplus to agriculture in the 
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sense of zero of negative marginal productivity; but they
provide the industrial sector at the going wage rate with a 
labour supply which is unlimited within the range of feasible 
demand for their services. It is in this industrial ,ensc that 
the labour-surplus modcl still Las gi .,ter validity for Nigeria
than Ilelleincr's analysis Nxould suggCst. 

771(Jfnal drL'cion MinxIhich the lanId SuI plus model must 
therefore be extended i.-,the (r:t tilg of the labur-suir)lus
industt iasector on to tl- and-si p us agricultural sector, for a 
more conleteI ali] ntlre- ;icilatc tilcorv of the develop
ment pioccss. l'he main differci ce bc'ic fl thero exhaustiveanalysis of the prol 1cm 1,'Rami:, and lci'" is that ti,"direct 
link of the indk.hirtial !a,)Our force with the 1gi ictiltil-al 
sector is biokcn at lca,t Intlishort-iu n. In tie Nicrian
Cdse Of todalv, till. c i genral laboureru- h ed b in ci is notonly more liiterate, buit *,.V conlicction (in termis of potential
Cmploymnlt IbsorptioT) th at have hislie may in Inind withthe agiiculInril sc iorte. ,tICa!jy
be Thisregar,1.:,)tclitiO .itit,aI' it canThis I" irnpoita it fmi tie Ictcrinination' of 
Rams., and l 's 'ConSC ! it ittutioImilly deternined level
of real wage.' and it., cffcct on the level of real wage in theindust i li]l ctl I.l' 1!c 2ir (aI ILOv le lifted ind'perIIh.itlv
of changes ii the institutional \age rate i agriculture, 
even while un!imited labour at the old rate still persists.What Ra1s and li assumed away as 'exogenous
unlnatural lorcs', in term us of advanced we fare legiationand inion prS,,wUiC, ale ill fact prsC.,nt in their e.serice inNigeria. 'll'I nccitra ilon of political power in the iiibanl. 

seCIor e'nsulres, tIIIl1mo1WelCllt i ndustiial v, ag rates canhave a life of its own, cven in the 'unorganized' or non
unionized ,sul-labour niiarket. Increases in per capitaconsUtmpltiOn can come herefore not only from the 'normal' wage margin (Lewis' wage 'cliti' or 'hill') between the
agricultural and industrial sectors, but also from an earlier
upward lift (not necessarily the same as the rising turning

point) in the industrial sector 
than Ranis and Fei envisaged.
Their fear that the demand for industrial oinsumer goods
may not increase at the rate envisioned by the application ofEngel's law (consumers wanting, successivewith income
increases, relatively more industrial goods and relativelyfewer agricultural goods) may therefore not be as serious in
the Nigerian case. The argument for greater industrialization 
in Nigeria is thereby further strengthened.

Otherwise, we can follow Ranis and Fei tile rest of the way
in connection with the appropriate strategies for capital 
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formation and industrialization process. The agricultural 
surplus should be channelled into the industrial sector to 
finance a continuous expansion of the industrial capital 
stock. As much labour as possible should be reallocated from 
the agricultural to the industrial sector by gradually shifting 
the economy's centre of gravity from the former to the latter. 
Careful manipulation of technological change could supple
ment capital formation effort (domestic savings and ext.rnal 
borrowing) in raising the marginal physical productivity of 
labour. Labour-biased innovations with high absorption 
intensity should be promoted so that, combined with the 
increabe in net investment, the requirements of the critical 
minimum effort criterion would he met. In this way, the 
ostensible or latent conflict between the objective of nmaximum 
emplwment and the objective of maximum output could be 
resolved. 
Reconstructionfor Development 

Such an approach provides a relevant and useful framewoi k 
for decision-making in Nigeria, a foitiori under post-war 
conditions. Economic reconstruction is oniy meaningful 
if it will provide a better basis for long-run developmcnt. 
Its focus must thereforc be on the more fundanental aspects of 
the development pi ocess. In the light of our discussion so far, 
a reconstruction programme of this type will have three 
interrelated parts. The tiist of this tripod base is ninirnization 
of the immediate bottlenecks to cxpansion of output. The 
second is the necessity to reform strategic economic policies 
andi make thcm ,nutual!y coisistent for the requirement of 
optimum growth. The third lies in the area of social commu
nication and the improvement of economic organization for 
effective planned development. For good results, it is essential 
that proper measures are taken simultaneously on all these 
three fronts. 

On the problem of relieving the development bottlenecks, 
there is no doubt that the enormous problein of reconstructing 
the economy's wvar-damaged productive capacity will command 
the most attention. It is difficult to estimate the number of 
men and the amount of physical asets lost in the civil w'ia. 
Keeping figures of ph. .ical dtmages must have ranked 
rather low in the priorities of military field officers. And if they 
had managed to give the matter some attention, the 
reliability of their estimates may be far off the mark for any 
objective use. But from the scanty evidence available, the loss 
in productive assets is indeed considerable. 

As at the end of 1968, the estimated loss in the stock of 
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capital assets in the public sector alone was of the order of 
.. £xooimillion i n.rcplacement_ cost. -The major items: involved . 

were buildings, roads, bridges, vehicles and transport equip
ment. he transportation sector, especially road and rail,
was th~e hardest hit. To this must be added at least another
 
£o million in the private sector, representing the cost of
 
damatges to oil installations, manufacturing plants and equip
ment, vehicles and buildings. 13, area, the greatest concen
tration of damage was in the Eastern States, followed by the

Mid-West. By functions, tl:eindustrial sector was the worst

affected. Thcse figures still: do not reflect the full loss to the
 
economy. There wvere investment opportunities forgone.

Then, too, there is the total direct financial cost of the civil

war! The serious dislocation' in economic activities meant
 a substantial loss of revenue to the government, to many public

corporations (especialiy Ports, Railways, Electricity, Posts and
Telegraphs) and to many industrial and commercial concerns
 
which lost their markets. The Board of Customs and Excise

alone suffered the hypothetical revenue loss of at least £ioo

million in the two years 1967 and 
 1968; the Ports Authority

about £io million; the Railway Corpoiation about £3 million

and the Electricity Corporation about 41 million. 
 Even wherelosses are not direct; greater strain is inevitably put on the
productive capacity in the rest of the country; as for example

when the railway traffic from and to Port Harcourt to the

North-Eastern part of the country had to be re-routed through
Lagos at higher operational costs and with greater pressure
 
on Lagos port and the Western roads. The loss in human lives,

including highly-skilled persons, is probably incalculable.
 

It is obviously impossible to replace all the physical damage
in just one year. Man' 
 of them have high import require
ments; and foreign exchange pressure is not likely to ease very
quickly even with the dramatic revival of oil prodUction.3'
Even for local costs, there are likely to be severe budgetary
constraints in the immediate post-war years, as attention is
concentrated on the more humane aspect of reconstruction. 
Resettlement and rehabilitation programmes are likely toexert a more successful pressure on public resource allocation
in the determination of priorities in the early phase of the
Reconstruction era. These programmes involve the politically 
sensitive problems of resettlement of soldiers, assistance to warvictims, phasing out of refugee camps, supply of drugs for reliefand rehabilitation both of wounded servicemen and distressed 
civilians. 

But perhaps this has one potential side advantage. While 
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every effort needs to be made to get the economy backfeet, considerable care 	 on itsmust be exercised in replacing alldamaged assets. These should not be undertakenminately. 	 indiscri-Because of their capacity-generating effects,commit the future performance 	 thevof the economy to a definitepattern. Not all damaged assets need be replaced; and thosereplaced may have to be different in scope, design, quality andcost. They may not even be replaced necessarily in the'samelocation, or even in the same specific sector for that matter.A damaged railway steam locomotive may have to be replacedby 	a diesel engine, or perhaps by a better road service.A tottering white-elephant industrial plant damaged by waraction may not be an unmitigated curse. It 	may be goodriddance for the future ability of the economy to 	generategreater surplus and grow faster. Regard must also be givento 	the fact that the war may have neanwhile stimulated alternative or complementar activities elsewhere in the economv',while the damaged asset renained dormant.ellccts 	 The linkageof 	 the replacement investments N.ill therefore verylikely differ from what they were previously. The crucial testfor replacing damaged assets should 
to 	

thus be the likely netcontribution the growth of the national economy tliat theresulting total investment eXpenlditure-survival plus addition-on the asset will make over its expected new life.
Therefore, since the bulk of the gross investment expenditure in the Reconstruction period will be absorbed by the needfor capital replacement, net investment will be far less thanotherwise. Even if the economy succeeded in raising thesavings and investmcnt rates, growth at 	 the margin may beretarded by decline in neta the investment ratio.s ;Thisadverse effect theon development process may, however,be 	 reduced by spreading the replacement component of totalcapital formation over a few years; by postponing some ofthem till even much later; and by abandoning some altogether.This means that in establishing priorities for the replacementof assets, the candidates for the earliest considerations must bethose with the highest net investment value, shortest gestationperiod and greatest output potential. From a developmentstandpoint, what needs to he replaced is not the asset itself butthe function it pCI torms in the national economy.that thought also 	 This requiresbe 	 given to any com-!emeritarv factors(e.g. skilled manpower) which the replaced capital assets mayrequire 	in order to make them operationally effective. 

The bottlenecks to post-war economic revival arelikely to be mitigated by two factors. Growth has now become 
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more dcpendent on domestic spending and government policy
than on the export of agricultul, produce. The end of the.Nar ... 
 willna ethe large1inrease ntioney supplyoverrecentyears
to be diverted to more producti' purposes. In the external 
sector, continuecd expansion in mineral oil production and in
import-substituting. industries graduallywill improve the 
balance of payments position and stren tlcn the country's
foreign exchange reserve. The capacity for quick adaptation
and response to increasing demand for their products which has 
been demonstrated by both agriculture and manufacturing
means that the income multiplier effect of increased invest
ment expenditure can work With greater effect than is generally
supposed for typical underdeveloped economics of the Indiantype. With a more objective, more carefully designed and more 
dynamic set of public policies, Nigeria has the chance to repeat
the long-sustained post-war booms that other countries, which 
were victims of great wars over the past three' decades, have 
demonstrated are feasible. 

The needed reforms in economic policy in post-war Nigeria,
have many dimensions. Some of these have been mentioned
.in passing in our earlier discussions with respect to agricultural
and industrial strategies. Some, like industrial location.19 
or revenue allocation,4o have formed the subject of recent
reviews elsewhere. Others, like wages and incomes, are under 
current active What neededconsideration. is in all these
exercises is to subject all policy reviews to the same overall
national objective and to ensure that the resulting reforms are
mutually self-reinforcing in the pursuit of that objective.
The inevitable framework for this is a new concept of planning
that embraces the whole economy and is fitted to a long-term
perspective of social change.4,' This must call for a newv form
of planning organization for better social communication.
Planning in post-war Nigeria must be a synthesis of 'planning
for policy' and 'planning for resources'. As Ranis and Fci
aptly remarked, 'such planning can neither afford to close its eyes to the heart of the developmental problem-the need to
insure mass participation across the vast landscape of the less 
developed economy-nor can it afford to proceed exclusively 
on the basis of intui'ive slogans or non-quantifiable and 
non-testable criteria.' 4a 

Even before the outbreak of civil war, the need for greater
social involvement and for the related harmonizing of the
people's efforts in the development process, was already
being advocated.43 Today, with the scars of war and incipient
social alienation, these become doubly essential. Not only 
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would such an approach to development be cheaper and likelyto mobilize a greater aggregate resource for developmient,;,but it is the best way to link economic development with thedynamics of socio-political change. It is this kind of institutional transformation that can harness that unknown reserveof human endowment, will power, to taskthe of economicdevelopment. It is the starting point for getting the countryon to a new basis of governmental legitim cy wellas as forvalidating the socially lawful possession of political power torule. Multi-ethnicand underdeveloped, Nigeria has prov'ideda tragic example of the twin dangers which are alwavs a threatin most African countries-degenerating ethnic relationsand increasing frustration of social aspirations. The majortask of post-war reconstruction is to organize for a developmentprocess which eliminates these inherent dang~ers. 
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Comments on Professor Aboyade'spaper: x 

Wolfgang Stolper 
University of Michigan. 

Professor Aboyade does four things in his paper. He firstdiscusses briefly those growth theories that have emerged fromSir Arthur Lewis' pioneering efforts, including the work ofRanis and Fei, and of Helleiner. Second, he discusses 
some detail the performance of the Nigerian economy up to and

in 

during the civil war. Third, he suggests the manner inwhich the previously discussed theory might be modifiedprovide to a more adequate basis for policy prescriptions. And,fourth, he suggests policies for the reconstruction period andthe further development of the Nigerian economy.
Since the conference has a very practical aim I will restrict 

my comments hison discussion of the past performanceof the economy only to those points that may possibly havea bearing for future policy making. My comments do not
necessarily imply disagreement. 
Past Performance 

Much has been made of the question whether or not theNigerian economy slowed down in the late fifties. Thestatistics are clearly too uncertain to be sure, and I do not wishto contribute to the discussion along those lines. 
Professor Aboyade quotes me as stressing the need to paymore attention to the composition of investments, and warningthat the Nigerian economy was in danger of requiring largerand larger investment ratios only to reach a plateau of income.I tried to stress that simply spending more and more on nonconsumption items was not really what economists had inmind when they urged a gre. ter savings and investment effort.I am sure that Mr. Omaboe will agree with this point. I seeno reason to doubt that in many countries which have shownadequate short-term growth we have seen a multiplier ratherthan a growth effect. Social profitability remains the major

criterion for investments. 
I am happy to note Professor Aboyade's basic agreement.

The performance of the Nigerian economy was actually quitegood. But I should like to stress anothcr analytical point here.The syndrome of a bad policy is, I beFieve, a major savings and 
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(donestic) investment effort which leads indeed, via tile
multiplier, to increased growth rates over a few years. Butif in the absence of changes outside the control of the policymaker the policy and the spending pattern has been good,foreign reserves would not fall below the level deliberatelydecided upon; budgetary deficits would not rise, and savingsratios would increase. For, growth means surely an increase inproductive capacity, hence an increase in taxable capacityand revenues, even without changes in tax rates. And thegreater availability of resources means surely that, otherthings being equal, the balance of payments position and thesavings ratio must at least not deteriorate. Adequate 'growth'of GNP over a few years that requires increasing investmentratios to sustain it, that leads to budgetary and balance ofpayments troubles, and to a failure of savings ratios to increasewithout additional tax measures, is a prima facie sin of badpolicies and a misallocation of resources. Of course, increasingsavings and investment ratios may be desirable, but only if they

lead to increased growth. 
Where I might possibly be less sanguine than ProfessorAboyade is to see, signa of good policy in the very rapidgrowth of nianufacturing and in the decreasing relative importance of agriculture-this depends whetheron agriculturegrew vigorously whetheror not, exports were maintainedor not. If exports grew, and agriculture developed, and ifindustry grew even themore, structural transformation

would be a healthy one. If not, this may yet be the case, butit is not necessarily certain. 
For the foreseeable future, agriculture provides the majoroutlet for employment and the major source of foreignexchange, followed increasingly by oil revenues. Taxationof the export sector changes the relative remuneration inurban employment and rural pursuits. You cannot solve theunemploymenL proLem by taxing export products moreand more in order to find investible funds for the urban areas,unless the return there is at least as high. And people will,of course, flood to the cities. At the same time you mustmaintain adequate import possibilities to maintain freedomof domestic monetary and fiscal policy, which in turn meansmaintenance and expansion of exports. Even the United

States is finding this out. 
Professor Aboyade discusses the paradox of urbanunemployment and abundant supply of lund in terms of thesupply of school leavers. But there is no reason why educatedpeople can makenot better farmers if farming is made 
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sufiiciently profitable for them. I am not impressed by sucharguments (not made by Professor Aboyade, of course) thatcity life is so much nicer etc. Of course it is. But if the farmingcommunity is allowed to prosper it can afford water, electricity,the cinema, the transistor radio, the products of industry andthe rest. You will not solve all problems of urbanization thatway. But you can make farm life bearable and urbanization 
problems manageable. 

I have mentioned these points mainly to stress that I agreewith Professor Aboyade who sees the development processessentially as a process of continuously changing the allocationof all resources for all purposes. My impression is that onbalance, and despite the c;vil war, the economy remains basically strong and policy has been good. 
The Development Process 

I would agree that all of Professor Aboyade's suggestedextensions to the Helleiner model are essential.
there was no technical change, 
The idea that


that agricultural output perman or per acre has remained constantbecause over long periodsof 'traditional' attitudes, is manifestly inconsistentwith some facts: the very introduction of cocoadevelopment by 'traditional' and its
farmersproduction functions. 

is a major change inFor other crops, too, the 'orthodox'view may not be adequate.
 
But I prefer to make 
 my comments along other lines.A theory can do different things. It can give a good explanationex post of past developments and it can fit (or more frequently,alas, be made to fit) such data as are available.'operational' Or it can bein the sense that it leads to policy prescriptions,not merely in the sense that we would like to achieve a certainrate of growth or see the structure of the economy change in acertain way, but in the sense that it gives the policy makersome idea of what he should do next.
 

Now theories of unlimited supplies 
 of labour or of landdo not and cannot do this and were not really intended to dothis. Chenery's approach of a two (now three) gap modeldoes better for certain limited purposes; mainly, I suspect,to help with the determination of the size and duration of aidrequirements. Professor Aboyade's suggestions 'Recononstruction for Development' make many points with whicham virtually in complete agreement, but they do not seemto me to follow necessarily from the .nodel he sketched out inhis section on 'The Theoretical Frame for GrowthEconomy.' His of thesuggestions, all of which are valid, are 
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intended to introduce more realism into the assumptions
made in the model, but they are not couched in sufficiently
operational terms. 

I wish to outline such an operational scheme, bearing in 
mind tlhat no matter what anyone says, the future is largely
unknowable, and that we do not often know exactly where we 
are. At best, statistics inevitably become available with a lag.
At best, policy and plans are inevitably made with dated
information. At worst, there is complete ignorance. From 
which it seems to me to follow that the chief aim of
the transformation of any society must be (i) to make
increasing amounts of resources available that can be allocated
for all purposes, economic and otherwise; and (2) to incre.se 
the flexibility of the economy so that it can (3) make
increasingly more and better decisions (economic and
otherwise), and (4) can adapt itself better and better to such
changes which are either unforeseeable or beyond the control 
of the economy. Increasing the productivity of an economy
must be the central aim of policy. All other aims are achievable
only to the extent to which this overriding aim can be achieved. 

It is not within my competence or prerogative to talk 
politics. I recognize their importance; I happen to be a strong
federalist and this implies an indissoluble union; it is obvious
that economic transformation must aid political cohesion and 
must not introduce such strains into the country as to threaten 
to blow it up. The ends of economic development are non
economic. But political ends require economic means, and an
economically indefensible allocation of resources will make the
achievement of political aims impossible. To beyond this 
general statement seems to be presumptuous for an outsider 
at this conference. 

Now economic transformation unfortunately requires
investments; unfortunately, because investments are cost and 
hence to be minimized. It also requires policies to make sure
that the investment will come about in sufficient size (but not
more), with sufficient efficiency, and with a proper distribution 
among various branches of the eco1-omy. Let ne stress,
however, that to see the problems merely or even primarily 
as one of the size and composition of investments is completcly
inadequate. The problem is one of resource allocation as a 
whole. 

Now, if you ask: what are the specific points at which the
policy maker can influence that allocation, you come up
first, and most importantly, with proper policies. I'll lay a bet
that more than once during this conference there will be 
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complete ;igi cement on the importance of increasing 
agricultumal ou1tput; but that this will be seen mainly as a 
prohlenm of technical change, of increasing and changing
factor inputs or of ensuring international price stabilization of 
raw materials; and that this will he followed by yet another 
plea that hlie economy cannot be transformed without 
additional resources whiich requires taxing farmer, even 
further. I am not necessarily advocating the abolition of 
taxation of farmers or even of export crops. Farmers arc 
citizens al should pay their share of taxes. I am saying that 
the best technical programs in the world can be, and are often 
undone by policies inconsistent with achieving the aims of the 
programs. Export promotion schemes combined with 
overvalued exchange rates is another and entirely diffeent 
example that is all too frequently found. 

Given the primary importance of good and consistent 
policies, the specific points of entry bv the policy maker into 
the economic process are, first, the mndividuhal projects,
investments and otherwise; second, the budget in the sense 
of the public sector as a whole; and third, the balance of 
payments. 

'Investments' itself is an ambiguous term. It will not do 
to treat it simply as non-consumption spending. We deal 
here essentially with a series of inputs over time producing
lagged outputs over time. Statistically the) are conventionally
and unavoidably valued at their cost, i.e. by the inputs
required. Economically their value is the discounted value 
of the output streams. Hence the overriding importance of 
finding some way to insure social profitability. Without 
insuring social profitability, you are in danger of maximizing
inputs rather than outputs. As one of my colleagues pointed 
out to me: you could have avoided a lot of trouble if you had 
talked about net output rather than profitability. 

There is, of course, the problem of keeping the total level 
of resource use within the limits of resource availability.
However, there is a further problem which arises from the 
fact that 'investment' really refers to two essentially different 
things. There are on the one hand steel or textile mills; there 
are on the other hand schools, hospitals and administrative 
buildings, and to some extent roads. 

The characteristics of the steel-mill type of investment is 
that it is clearly within the economic nexus both on the cost 
and the demand side. To be sure there are difficulties in 
valuation of inputs and outputs, but on principle they must 
be valued economically. (I do not wish to enter here into the 
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problems of shadow pricing, finding the proper discount rateetc.) Moreover, as a rule, operating costs are internalized.Roads are on principle subject to the same economic calculusthough there someare factors that enter intG decisionsbuild roads which make 
to 

for demands for different economicreasons, such as the desire to improve international communication. At the other extreme are hospitals, say, which areclearly and unequivocally linked to the economic nexus on thecost side, but the demand for which, while it could be linkedto it, is not so linked as a rul:, and should not be so linked inmy opinion. Moreover, as a rule, costs are not internalized. 
Now it may be readily admitted that schools or hospitalscould be run on strict profitability principles while steel millscould be run as a social service. I do not believe, however,that you will find many defenders for this way of doingbusiness. You will find, and most properly so, that neitherconsideration can he entirely absent in either type ofinvestment. 
'he point, however, which I wish to stress is that decisionsabout investments in factories or roads are on principle madedifferently from decisions o'n schools or hospitals. This isequivalent to a distinctioii between 

not 
private or government

ownership, nor to a denial of a control through, say, social orindustrial legislation. Steel mills are run in Russia on thesame principle as those in (ie United States. I have,in America, met many visitors from socialist countries tryingto obtain technical aid for operations research, managementtraining, etc. Investments in mills, and so forth, must hemade on principle so that they produce a net output.

On the other hand, Ilarvard, which is a 
private university,or the University of Michigan which is public, or, as far asI can judge, a Russian academy, are also run in pretty muchthe same way. Science policy, to judge from two articlesMinerva by inthe great Peter Kapitza, is made in much thesame way in Russia as in the United States. Efficiencies mayor may not vary depending on Government or privateexecution, depending less so on govern'nent or private ownership, but the principles remain the same in either case. 
Since, however, investment decisions schoolshospitals are costly, we must find 

on or 
a means to limit demand.I his brings me to the second point of entry, the budgetaryprocess. Because education or health are usually provided byGovernment, recurrent budgets are affected. Tlhis in turnimmediately and seriously affects both aggregate savings andsavings ratios. The argument does not, Towever, depend on 
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Government rather than private activity. The budget is a 
most important means of affecting not only Government but
also private savings ratios, and private behaviour in general.
I am now concerned with the allocative functions of the
budget more than with the aggregate spending (i.e. monetary
or fiscal policy) or the equity functions, though I give both 
high importance. 

The Government affects the allocation of resources 
through policies and both its taxing and spending patterns.
Involved here are not only streams that go for direct
productive investment but also particularly for schools and
hospitals, etc. which reflect basically the ends of development.
The budget and budgetary policy become the focal point
where decisions on all resource allocations are made, where
the conflicts amonr competing claims on resources are
ultimately resolved. 1Iere it becomes important to use it todetermine whether and when steel mill-type investments will
eventually raise net output, hence taxable capacity; orwhether operating subsidies will cut into savings and diminish 
the potential resources for social and educational programs;
whether operating subsidies to create employment in specificplants do not interfere with the creation of employment else
where in the economy by reducing the availahle investible
funds; and here it will become manifest whether school-type
investment will dangerously cut into savings ratios. As Arthur
Lewis put it (and I quote from memory): 'There is a lot you
can do with a budget surplus even without a plan'. 'There is
nothing you can do without a surplus even with the most beau
tiful plan'. Or as I have 
 put it in another context: it doesn't

make sense to spend so much on education that you have
 
nothing left to employ the educated!
 

I must stress here that not only is it essential to get a
picture of the public sector as a whole and not merely of what
in many countries more or less accidentally finds its way into
something called 'The Budget.' The economic budget of the
nation must be balanced except for a foreign contribution.
The combined capital and recurrent budget of the public
sector may show a deficit or surplus, depending on considera
tions of a Keynesian type. The recurrent budget must have 
a healthy surplus if the public sector is to be a contributor to
capital formation. And I stress that it is theoretically unsound
and politically dangerous to treat the resource raising and the 
resource using sides independently of each other. To put it
bluntly: don't raise taxes unless you have an economically
sensible and politically acceptable way to spend the money. 
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The third point of entry is the balance of payment. The 
ability to import remains the crucial and frequently limiting 
variable in many countries. Since you cannot print other 

or -et it as a gift.people's money, you must earn, or borrow it, 

The bulk of foreign exchange requirements must obviously
 

Import substitution is likely to be self-defeating,be earned. 

certainly in terms of growth and frequently even in terms of
 
foreign exchange savings, unless it is economically efficient.
 
By now this is a well established a..:A reasonably well
 

Harryundersood point. I simply refer to the work of 
Johnson. I note fioma Professor Aboyade's paper with relief, 
that policy in this respect seems to have been on the whole 
sensible in Nigeria. 

Thus my model of a developing economy and of the 
development process tries to avoid the oversimplification 
inherent in the assumption of two factors. There is after all 
no such factor as land; cocoa land and groundnut land are 
very diftetent; people difter; there are many inputs both 
original and inttermediate. Similaily does my model try to 
avoid the over-simplificationsof fixed factor proportions, or 
fixed coefficient, or of such basically non-operational concepts 
as capital-output or capital--labour ratios. 

Instead I start with the proposition that any economy 
that is, as the Nigerian economy is, a going concern, has a 
certain amount of resources of many (lesciiptions available. 
Soiiie resources are already committed and you can do nothing 
about that. Their output, if any, will become available only 
at a later date. ()thers are available for allocation now. They 
must be allocated for all purposes so is to increase both the 
availability of rcsouinces and the flexibility of the economy. 
This involves Cs-centially two diftercnt types of decisions with 
very d ii'crent implications oi budget od balance of payments 
and savings ratios, and which I have schenmatizcd as stcel 
mill-type and school-type inves.,tment decisions. The 
limitations on what can be (one and hence on the parameters 
of the model are paitly political, partly economic and depend 
to a gicat extent on the point of deT' u tUre. Planners cannot 
assume arbitrarily where they start to plan. 

Because relations are very complicated, no simple model 
exists that can take care of all the inteiactions which I have 
tried to sketch. I speak with confidence since I have unsuccess
fully involved some of my brilliant, mathematically trained 
colleagues in attempts to solve this problem and to construct 
such a model. However, our attempts have not thus far been 
successful. Those of you who knew me in the old days know 
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that I literally worked nights through to work out the
implications ofprnblerns of the many project proposals, and 
to make adjustments back and forth to get them into consistent 
and defensible patterns that would not cause trouble else
where in the economy or later when I was gone--after all, a 
responsible economic adviser should not be in the hit-and-run
business. Computers can do such iterative work infinitely
faster, provided they are told precisely what to calculate toor 
simulate. But computers are logical idiots who know o/ui1
what vou tell them and will do \\hat they are told to do with 
ruthless rationality. 

But my point in the context of Professor Abovade's paper
is not to talk planning techniques or tell of my troubles in 
constructing an adequate model, but to suggest an alternative
view of the development process, which on the one hand is 
much more complicated than is custonarv, but which puts 
resource mobilization and allocation, seen as a unit, into the 
center of the process and which thus seems to ine to have the 
inestimable advantage of being couched in decision-making
terms. I am also happy to note that my remarks aie consistent 
with Professor Robinson's important contribution at our 
opening session. 

8o 
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