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APRESENTACAO

O presente estudo, bem como os demais titulos da série “Mercados para o Brasil —
Estudos Especiais', faz parte de um conjunto de pesquisas sobre economia e comeér-
cio internacionais, consolidado no "Projeto Estudos Estratégicos de Mercado”, que
consta em carater prioritario no Programa de Promogao Comercial no Exterior do Mi-
nistério das Relagbes Exteriores. Com o apoio da Secretaria de Planejamento da Pre-
sidéncia da Republica, esse Projeto vem sendo desenvolvido através de convénio fir-
mado entre o Itamaraty e o Instituto de Planejamento Econdémico e Social-IPEA e tem

por objetivos principais:

a) fornecer subsidios para o planejamento da politica e da estratégia de promogao
comercial no exterior e para o aperfeicoamento do sistema interno de apoio a

exportagao;

b) colocar a disposicao do empresariado nacional um acervo basico de dados e
informagdes atualizadas sobre mercados externos para produtos brasileiros.

Um dos desdobramentos do Projeto — talvez o mais importante — € a realizagao, em
etapas anuais, de estudos sobre a estrutura do mercado importador de paises comer-
cialmente prioritarios para o Brasil, nas areas de paises industrializados e de paises
em desenvolvimento. Em virtude da necessidade de um conhecimentc especifico dos
mecanismos e dos instrumentos de penetragao nos mercados pesquisados, esses estu-
dos estao sendo contratados junto a empresas consultoras de reconhecida capacidade
profissional e experiéncia do mercado de cada pais, em fungado de termos de referéncia
predefinidos. atualizados e eventualmente alterados de acordo com: os resuitados de cada

etapa anual.

A selegao dos produtos prioritarios, com €nfase em produtos industrializados, € efetua-
da a partir de levantamentos atualizados da oferta brasileira exportavel, efetiva e poten-
cial, complementados por uma anadlise preliminar da evolugao e das condigdes de aces-

so do mercado importador de cada pais incluido no Projeto.

A primeira série de estudos, realizados no exterior em 1976, cobriu os 13 paises seguin-
tes, incluindo-se, em média, cerca de 16 produtos ou grupos de produtos, por pais:



a) paises industrializados: Reino Unido, Republica Federal da Alemanha, Franga,
Paises Baixos, Suécia, Suiga, Estados Unidos e Japio;

b) paises em desenvolvimento: México, Nigéria, Arabia Saudita, Coveite e Emi-
rados 'Arabes Unidos (Abu-Dhabi e Dubai).

Seus resultados estido agora sendo postos a disposigdo dos setores governamental e
privado brasileiros, sob forma de monografias setoriais, compreendendo mais de
200 titulos, a serem publicados em etapas sucessivas durante os proximos meses.

Por outro lado, os estudos da segunda série encontram-se atualmente em fase de ela-
boragdo nos seguintes paises: Bélgica-Luxemburgo, Canada, Venezuela e Ira. Deve-
rao estar concluidos no decorrer do segundo semestre do ano, sendo divulgados logo
a seguir.

O ltamaraty, através do Departamento de Promogdo Comercial, e o IPEA tornam publi-
cos seus agradecimentos & Carteira de Comércio Exterior do Banco do Brasil S/A, em
particular ao Centro de Promogado da Exportagdo e a Divisao de Estatistica e Nomen-
clatura, bem como & Federagdo das Inddstrias do Estado de Sao Paulo, pela impres-
cindivel cooperagao no fornecimento de informagoes sobre as possibilidades de ex-

portagdo de produtos brasileiros.



NOTA EXPLICATIVA AO PRESENTE ESTUDO

Tendo em vista o tempo necessario para a conclusdo de um processo de tradugdo das
pesquisas — inevitavelmente longo em razao do volume e tecnicidade das informa-
¢Ges apresentadas — o Itamaraty e o IPEA consideraram imperativa a divulgagdo des-
ses estudos em seu texto original ('), sob forma de “Estudos Especiais’ da série *'Mer-
cados para o Brasil”, a fim de torna-los de imediato disponiveis ao setor exportador na-
cional, evitando-se assim o inconveniente de uma possivel desatualizaggo.

{1) Os estudos da primeira série foram originalmente elaborados em inglés, excelo aqueles sobre a
Franga e o México, redigidos no idioma do pafs.
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A — INTRODUCTION

Some Points Regarding the Study

1.1  Method of Approach

The amount of published information which is available on the
Nigerian market is extremely limited.

Consequently our approach has been essentially a practical one, based
on field interviews with a range of importers and consumers as well as
relevant Government bodies and ministries. A list of the contacts made
has been appended to each product study report.

Published figures have been investigated for each of the product studies
and have been presented in the report with our comments on their

accuracy and validity.

1.2 Units

Wherever possible, units or weights have been used in preference to
values. In some cases however, values have had to be used and here:

all values are in U.S.$

IMF conversion rates from Naira to dollars have been
used, namely:

1973 N1 =3$1.5200
1974 N1 =31.5881
1975 N1 =31.6265 (1st quarter only)



where forecasts of values were made, these were always
calculated at 1975 prices

- historical growth rates of vaiue were always calculated
on Naira figures,then converted to dollars at the
appropriate rate, thus avoiding the effect of fluctuating
exchange rates.

Nigerian statistics use the SITC - Standard
International Trade Classification, while

the Nigerian Customs Tariff is based on

the BTN - Brussels Tariff Nomenclature (4 digits).

2 General Conclusions and Recommendations
2.1 Economic and Political Background

The background situation in Nigeria is one of economic strength and
recent political instability.

All the signs are that the boom will continue although, perhaps, in a
rather more controlled and ordered way than hitherto,

The Brazilian exporter must form his own judgement about the future
stability of the country. If he takes an optimistic view his choice of

goods io export should be relatively easy to make. The selection must
exclude the items temporarily banned by the Nigerian Government; it
must obviously relate to the capability of Brazilian suppliers; it should
consider relative profitabilities after taking account of differential

import tariffs; it should try to foresee the growth of Nigerian competition
as indigenous industry is developed.
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The Government of Nigeria is made up of well-meaning men and their
economic and commercial policies are still evolving. Brazilian exporters
must be prepared therefore to adapt quickly to changes in rules and
regulations which will occur from time to time as policy deveiops and as
the country’s needs and capacities change.

Transport and Distribution

Selling goods in Nigeria is a relatively easy exercise compared with
physically importing them and getting adequate distribution inside the
country.

The exporter into Nigeria must be prepared to be expedient about his
choice of transport into and inside Nigeria. If delivery and quality are
good the price will be relatively unimportant and should be set to recoup
the necessary cost of distribution. Sophisticated comparisons between one
channel of distribution and another to determine an optimum will remain
an academic exercise for some time to come.

The Brazilian exporter will also face the problem that most of the
established importing and distributing companies have more than enough
agencies already and have their hands full with arranging a sufficient
flow of imports to meet demand.

This has resulted in many of them refusing to take on additional agercies
and also demanding from their existing suppliers high standards of
delivery promptness, sales correspondence and documentation.

It follows,therefore,that a new entrant to the market must be near
perfect in:

- product availability
— delivery and despatch
— correspondence and documentation

as well as on price and product design.

Sadly we have heard many times that the performance of Brazilian
exporters in these crucial areas is not good.

The importance of the main importing and wholesaling companies is
highlighted on the chart overleaf which shows their degree of involvement
in each of the product areas which we have studied.



Major Importing/Wholesaling Companies

Product Group UAC [UTC | Leventis | J. Holt | CFAO | SCOA | Bewac ;:;::; R.T. Briascoe

| Maotor Parts XXX | XxXx XXX xxx XXX XXX XXX XXX
1" Tractors xx xxx XXX XXX XX
m Generators aned Motors xX XXX

(\Y} Anricultural Machine:ry XX XXX XXX
Vv Busns xXx XXX XXX XXX
Vi Kitchen Siows XX xX xx xx
VIl Sanitary Ware XXX % XXX x XXX
ViIIl Fibrebourd & Particl: XXX XX xx XX

huard

1X Airconditioners XX xx XX

X Retriyerators x % x X XX XXX

X1 Lamps & Light Fittings XXX X X XX XX XX XXX

X Hond & Garden Touls XXX x

X Counned Sardines xx XX xx XXX XXX 133 X

X1V Machine Tools XXX

XV  Glass Tableware xxx | xxx XXX XXX xX.

XV Tuowels.Bed & Table x x X X x

Linen

XVIl Small Domestic Apphiances| »xx | xxx %X x

XVII Balls x X X

XiIX Cycles X x x XXX

XX  Wooden Toys X x x

Koy
Major position in market ssgment
xx  Signiticunt supplier

x  Sinall suppbier

Blank Not invoived

Whilst it is possible to deat successfully through smaller importers and
wholesalers, these major groups offer fast and major penetration of
their respective markets at low risk to the exporter and with relatively

secure and easy payment methods.

Addresses of all the above organisations are given in the relevant product

reports.



2.3 Recommendation for Brazilian Exporters

Recommendations for individual products are set out in the appropriate
product studies. There are however several points which apply to
Brazilian exporters in general and are listed below:

- we cannot stress too much the need for potential
exporters to visit Nigeria, and see for themselves the
requirements of the market in terms of product design,

packaging and servicing

— where possible Brazilian goods should be available inside
Nigeria for potential customer: to see them, to test them
and to have demonstrations. A trade centre for Brazilian
products would be an ideal way of doing this

- there was considerable criticism of the standards of sales
correspondence of Brazilian exporters and of their lack of
attention to export documentation. Most importers in
Nigeria who had dealt with Brazilian companies expressed
their dissatisfaction with the administrative standards they
had encountered. There must be a considerablfe improvement
in this area if Brazilian exporters are to stand any chance
of supplying the Nigerian market

— in general all sales literature and instruction books shou!d
be printed in English, or at the very least should include
English among other languages

- many of the products studied are specified and purchased
outside Nigeria, for example machine tools, electric motors
and many other items of plant or components. In these
cases a concentrated selling effort to the buying company -
usually a large international concern—is needed and wiill
pay dividends in markets outside Nigeria

- in some cases Brazilian exporters should consider investment
in joint manufacturing or marketing ventures in Nigeria in
order to establish a better distribution of components
or products. These ventures are mentioned individually in
the individual product studies.
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Exhibitions and Trade Fairs

Although genera! industrial exhibitions and trade fairs are held from time
time in Nigeria we would not recommend them as a prime method for
Brazilian exporters to introduce their products to the market.

The main exhibitions, apart from those organised by importers on behalf
of specific producers, are used mainly as a means of sales promotion by
well established importers. The principal industries concerned are motor
vehicles (mainly passenger cars) and agricultural equipment.

For an essentially new supplying country such as Brazil we would

recommend the use of exhibitions only when an established position
in the market has been achieved.

A trade centre, with display facilities for certain products such as
sanitary ware and electrical products, should be a much more efficient
method of gaining product exposure to the market.

Alternative Methods of Entry to Nigeria

As a result of the existing congestion at Apapa port and increasing
problems with air freight at the major airports at Lagos and Kano

several alternative methods of importing goods into Nigeria have been
considered. These are listed below:

using alternative ports such as Warri and Port Harcourt.
The main disadvantage here is the poor road and rail
communication to the south west, which is the main
consuming area for a wide range of goods

by land from Western neighbouring countries, which

offers good prospects when the borders of Togo and
Benin are open

by land over the Sahara—as yet an untried route starting
from the Mediterranean coast

- by coaster from Ghana, Togo, Benin or Cameroon. As

yet there is a restricted capacity for barges at Apapa and
much handling is involved.



B - FACTORS RELEVANT TO BRAZILIAN EXPORTERS TO NIGERIA

1

General

In this part of the report we: cover points in the Terms of Reference which are
common to all product studies.

We should point out however that we have only been able to record the
situation at the time of writing (April/May 1976). There have been several major
changes to import procedures since our field work was completed and, where
possible, these have been included. In addition there have been significant
developments affecting sea transport.

Factors Affecting Consumption Growth Trends

After a period of upheaval and uncertainty as to the long-term priorities of the
new Nigerian Government, the situation was finally ciarified on March 31st, 1976.

The main economic and political objectives of the new Government now appear
to be:

Improvement in the living standards of the ordinary people
through price stability, more and better housing, improved
health and community services and the encouragement and
provision of leisure and sporting activities.

— Controlled development of Nigeria’s technological, agricultural
and industrial capability through ambitious educational
programmes and substantial Government subsidies on projects
to establish indigenous manutacturing capacity and to improve
agricultural output and efficiency.

- The total emancipation of the African Continent.



In so far as the budget statement affects future demands for imported goods.
the key economic aspects may be summarised:

- The third National Development Plan has been reviewed and an
attempt has been made to draw up a realistic list of priorities;
inevitably the ‘‘prestige’” projects have been downgraded as have
all those other projects which absorb scarce resources and
aggravate congestion without any compensating short-term
benefit to the country or its people.

- Deflationary measures are being vigorously pursued including
wide-ranging temporary restrictions on imports, to reduce
congestion in the ports, plus tighter control over Bank credit and
public spending.

— The introduction of an interest rate structure for investment
credit which favours *‘productive’ investments at the expense of
those which are “‘non-productive”’.

- An attempt to give priority to agriculture and food production by
reducing tariffs on equipment for the manufacture and distribution
ot food products.

The decision to increase the number of states in the Federation from 12 to 19 has
been widely accepted as evidence of a policy of gradual devolution but it leaves
unanswered the question of how Federal funds will be allocated. Indeed this
question is aggravated by the lack of reliable population figures and will remain
unanswered until a retiable census has been made~currently not envisaged before
the return to civilian rule. In the meantime the results of the 1973 census have
been abandoned. This census indicated a total population of 79.8 million. The
distorting pressures in the states are widely recognised to have inflated this figure
and, in the absence of more reliable information, it would be prudent to base
any forecasts of demand on an estimated maximum population of 70 million.

As indicated, inflation is a central problem facing the Government. During 1975
it was probably at least 40% and, notwithstanding strong Government measures
to control it, cannot be expected to level off until the flow of goods more nearly
matches the boom demand following the Udoji Commission salary awards.

In summary, therefore,the lack of reliable data as to population distribution and
growth rates makes it impossible to estimate overall trends of demand with any
degree of certainty. However, although Government policy is calculated to
narrow the gap eventually between supply and demand over a wide range of goods
and services, the technological and management limitations within the country
are formidable and cannot be removed overnight. Indeed the policy of
indigenisation would seem to be in direct conflict with the expressed aims ot
the Government since the prevailing tendency could be to replace expatriate
staff more quickly than the situation warrants, with a resulting dilution of
management capability during a period when demands on management skills
will be increasing.



We conclude that the demand for suitably selected products from overseas will
be sustained. The viability from the point of view of the overseas exporter will
then depend partly on the acceptability of his political stance regarding African
emancipation and partly on his skill in overcoming the problems ot distribution.

Reference to the third National Development Plan is made in the “‘product reports"
where appropriate, with comments on the extent to which we believe that the
Nigerians will achieve their objectives.

Access to Market
3.1 Special Trade Relationships and Agreement:

Nigerian policy regarding trade with other countries has been described
variously as pragmatic and loosely non-discriminating,

This policy is reflected in Nigeria’s many bilaterial trade agreements
covering most of Eastern Europe, Brazil of course, and all African
countries except Namibia, Zimbabwe (Rhodesia) and South Africa

(for self-evident political reasons)—also the Lome Trade and Aid Pact
between the European Common Market and 46 developing countries.
On the African Continent, the Lomé Agreement includes all independent
African countries except the Arab North which has its own arrangements
with the EEC. This arrangement came into effect as recently as

1st April 1976 and therefore its full consequences are yet to be seen.
However the Agreement clearly sets out to protect the common trading
interests of its members and to develop a trading community with
affiliations which are likely to limit Nigeria‘s traditionally pragmatic

and flexible approach to international trade with overseas exporters

not included in the Agreement.

3.2 Licensing

Nigeria operates a system of Open General Licence similar to that of
the U.K. under which most goods may be imported though there are
some commodities which are totally banned. Likewise no imports
from Namibia, Zimbabwe (Rhodesia), or South Africa are permitted.

The list of banned imports has been substantially incr2ased in the
recent Budget statement by a range of goods currently stockpiled at
the country’s ports in quantities exceeding six months demand. The
ban on these items is a temporary one to be reviewed officially at the
end of six months, but the Head of State has indicated that the
situation will be carefully monitored to ensure that supplies of the
banned goods continue in sufficient quantity to avoid the risk of
further price inflations.
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A list of those commodities which require licences and those which are
totally banned is contained in the Official Gazette of April 1st 1976 -

3.3 Tariff System

Tariff scales are under constant review reflecting current Government
policy. In broad terms, the tariff system is applied flexibly to ensure
{full protection for indigenous manufacturers against undue outside
competition, and to encourage the importation of essential goods which
cannot yet be readily produced within the country. Since a central
priority in the Government’s policies is to develop manufacturing
capability on a fairly wide front, those specific imports selected for
favourable treatment can be expected to change as the situation changes.
Exporters must take full account of this in their strategy.

As indicated elsewhere Nigeria has treated all overseas exporters in the
past equally except those countries regarded as opposed to African
emancipation. There are now indications that their attitudes are becoming
more discriminating and, apart from the responsibilities implicit in their
new association with the EEC, there are signs of a growing bias in favour
of those countries who offer explicit encouragement or support for their
political aims. The fact remains however that the overriding priority in
their attitudes to exporters will continue to be encouragement to those

who are able to provide goods essential to the prosperity of the Nigerian
people.

The official tariff allows for two rates of duty to be levied under the
headings ““Fiscal Entry’’ and “Full Entries”. In practice the latter is zero
for almost all commodities.

3.4 Excise Duties

Excise duties were added to several products in the recent budget. A
summary of the products concerned is contained in the Official Gazette .

The purpose is beiieved to be to reduce demand for certain consumer
products of 3 luxury nature.

3.5 Documentary Requirement

Payments for imports are normally made at sight of the shipping documents,
Credit terms in excess of one year after shipment date may still be

arranged between exporters and importers but it is necessary to obtain

the prior approval of the authorities to the terms of the contract and when

payments fall due. Every payment instalment must also be specially
approved by the authorities.
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Authorised Dealers (i.e. the principal commercial banks in Nigeria)
are empowered to approve applications to establish Documentary letters

of Credit providing:
- these are supported by a proforma invoice

- where the goods are not imported under Open General
Licence, a photocopy of the Import Licence is provided;

and

- the terms of payment fall within current regulations
which presently limit the credit term to a maximum of
nine months from date of shipment.

Documents required for payments of imports are:
- Exchange Control application (Form B)

— Customs Invoice (Combined Certificate of Value and
Origin as required for imports into Nigeria). In every
case this document must bear original ink signatures or
it will be rejected by the Nigerian Exchange Control
Authorities; it should also be noted that Nigerian
Customs regulations stipulate that Invoices should
conform exactly to their size specification.

- Bilt of Lading. Either an original or non-negotiable copy:
photocopies are not accepted. Where airfreight is used
a copy of the Air Waybill which may be a photocopy
is required in place of the Bill of Lading.

- A new form, the Port Charge Clearance Certificate,
introduced in May 1976, which in effect shows that
the goods have been authorised to be unloaded at the
port in question, This form, it is understood, will be
made out by the shipper.

— A photocopy of the Import Licence if the goods are not
covered by Open General Licence.

— Where goods are dispatched by parcel post the Exchange
Control Application (Form B) must be accompanied
by a customs invoice and documentary evidence that
goods have been accepted for posting by a Post Office
in the exporting country.

- Where goods are consigned by road from neighbouring
countries, Form B must be accompanied by a customs
invoice, bill of entry (showing the registration number
of the carrier vehicle), original receipt tor.duty paid
(or duty free certificate) and waybill issued by the
road transporter.
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3.6 Standards

The Nigerian Industrial Standard Organisation seems to have made progress
towards the establishment of national standards for some products. Where
standards have not yet established, goods satisfying 1.S.0., British

Standards or equivalent will normally be accepted.

For most of the products under investigation, we were unable to establish
any Nigerian Standard numbers for reference purposes. tn most cases

therefore, where appropriate, we have referred to the relevant British
Standards as a guide.

In any event it is prudent to negotiate this aspect directly with
representatives of the Nigerian Standards Organisation in advance,
especially where standards are critical to the buying decision and to seek
approval to use the “Nigerian Industrial Standard” mark (simitar to Kite
mark) on goods to be imported. This organisation may be currently
contacted at the following address:

Nigerian Standards Organisation,
Federal Ministry of Industries,
11, Koto Abayami Road,
Victoria Island,

Lagos.

Although there is no legal obligation at present for suppliers to conform
to Nigerian Standards, it is expected that the standards will become
mandatory within the very near future.

Testing is currently carried out at Lagos University and the Ministry of
Health Laboratories. However, sophisticated testing facilities are under
construction at Enugu which will eventually become the Head Quarters
ol the Nigerian Industrial Standards Organisation.

The Federal Ministry of Agriculture is in the process of establishing an
equipment testing and approval station at llorin. When operating it is
anticipated that approval from this establishment will be extremely

advantageous if not mandatory for products aimed at_the agricultural
industry.

Apart from the obvious requirements of safety and health, no rigid rutes
govern the packaging of goods except that markings should all be expressed
in metric notation.
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4 Import Contracts

The following information represents the system operating up to May 1976
with as much additional data as we have been able to accumulate.

4.1

4.2

Payment for Imports

Where Letters of Credit are established negotiating banks may claim
reimbursement from the establishing bank at the time of negotiation,
but the detailed procedure has still to be announced by Central Bank
of Nigeria.® Therefore, the issue and negotiations of Letters of Credit
will be made in accordance with normal commercial practice.

The remittance of interest to suppliers is permitted on usance drawings,
subject to the following provisions:

- Suppliers are allowed to claim an extra five days interest
from date of the maturity of the bills to cover the transit
period.

- Interest claimed on invoices and not shown on the bills
of exchange or formal written claim will not be allowed.

- No interest payment will be admitted in respect of sight
bills.

We are informed that the Central Bank of Nigeria expects the rate of
interest to be “‘reasonable’’.

Exporters invoicing other than in sterling should seek no more than 2%
over the Prime Rate for borrowing the currency in the country concerned.
There is no guidance for Euro-currency financing and interest rates should
still be related to prime rate for the currency.

Interest in excess of the limits mentioned above, either as to the rate or
the periods covered, should not be claimed.

Insurance and Forwarding

The Exporter and his Shippers are responsible for all goods until they have
been landed when they become the responsibility of the port authority
until transferred by the importer’s Clearing and Forwarding Agent. The
Exporter would normally be covered by a suitable form of marine
insurance and any claims made on behalf of the Importer would be lodged
in the first instance by the Clearing and Forwarding Agent against the
port authority. The system seems to be well established and there are a
number of C & F Agents available with all the requisite experience such
as:

- Alraine (Nigeria) Ltd.,

- Nigerian Maritime Service Ltd.,

- Panalpina (World Transport) Nigeria Ltd.,

- Umarco (Nigeria) Ltd.,

All of which are based in the port area of Apapa (see Appendix IV for
addresses).
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The most vulnerable stage during the movement of the goods appears
to be dockside where security provisions are poor and difficult to control.

Insurance premiums are correspondingly high (of the order of 12% total
value compared with a more usual 2%%).

Although the port authorities are responsible for receiving goods from the
corrier vessel, by special arrangernent C & F agencies will provide
“location’’ supervision to ensure that goods are not mishandled or

damaged through local ignorance of their susceptibility to atmasphere
or other variable factors.

43 Nigerian \nvoice Requirements

Signed Manufacturer’s Invoice or Supplier’s Invoice, in accordance with
Nigerian customs requirements measuring 11.69"" x 8.27"' (A4 size)* in
origina! and five copies duly certified, must show separately the unit and
total price of each type of goods on the invoice, cost of packing, freight,
insurance, commissions and other charges. Separate totals of f.o.b. and
c.i.f. prices must be incorporated. Invoices must all be signed and
witnessed; signatures must be of individuals—the firm’s stamp must not
be used. Both the certificate of value and the certificate of origin on the
reverse of the invoice must be individually signed and witnessed.

Packing Lists measuring 11.68" x 8.27"’ (A4 size) in original and five
copies should be supplied, unless packing details are shown on the invoices.

4.4 Purchases Outside Nigeria

Many of the large trading and importing organisations make substantial
purchases from their buying offices, mainly in Europe These purchases
may be made c.i.f. Layos (or lkeja lor air freighted products) or on an
{.0.b. basis with the importer arranging his own shipping. Payment is
then usually made by Letter of Credit opened by a European Bank and
payment follows the exchange control procedures for the country
concerned. Invoicing would of course be to the buying office and would
also be to the requirements of the appropriate country.

5 Transport
5.1 Sea and Air Transport from Brazil

The enormous exp=nditure planned for the improvement and extension
of Nigeria's transport systems highlights the Government'’s awareness

of the chronic problems and needs in this sector. Port congestion is
severe, railway transport from the ports is inadequare, the roads are bad

and often impassable in the rainy season and the overload at airports is
growing daily.

The problems are therefore largely outside the exporter’s control and if

he cannot obtain shipping space on privileged lines the obstacles to
efficient distribution will be formidable.

*Metric equivalent is 29.7 x 21.0 cms.
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Lloyd-Brasileiro run four ships currently between Santos and Lagos

with a voyage duration of two weeks and an average delay in Lagos of
three months waiting for lighters to become avaitable. They have no
allocation of container berths and cannot therefore provide this facility.

A brief report in the Daily Times of 5.4.76 announced a new shipping
service between Brazil and Lagos which should provide useful competition
for L—B but cannot be expected to improve significantly the rate of
distribution of Brazilian imports into Nigeria until the port's handling
capacity has been greatly increased.

At present there are fourteen berths in the Lagos Port area and of these
six are reserved for vessels of the conference lines and three for the
unloading of cement vessels. A recent decree from the Nigerian Ports
Authority states that four berths have been reserved for clearing the
backlog of vessels which has been a feature of Lagos docks for more
than two years. It is not clear whether this allocation is at the expense
of conference, cement or other vessels but it has coincided with the
introduction of new tighter controls on the acceptance of cargo bound
for Lagos . A copy of the decree forms Appendix | of this section,

Air freight has provided an attractive alternative for suitable shipments
in terms of cost and of time saving so far. But the Nigerian airports are
now suffering congestion problems similar to the sea-ports and the
problems are growing. The lack of a direct air service from Brazil has in
the past caused serious delays in mail, especially of sales correspondence
and shipping documents. Exporters and importers would find easier air
communications a great advantage for personal visits and an improved
postal system.

Containerisation is popular for its obvious advantages of security and
protection, especially since temporary storage on the wharfs is extremely
limited unless it is privately owned. However the existing capacity is
grossly overtoaded and the Container Terminal Company {appointed as
agent by the Nigerian Ports Authority to handle container traffic into
the Nigerian ports) is applying a system of landing quotas which at best
might delay off-loading by many months for some ships and at worst will
exclude many lines from the containerisation facility altogether. The
quota for South-American ships together with all the other international
lines not included in the conference lines is currently only about

20 containers per month out of an average of 2,000 landed per month.

As mentioned above, warehousing is at a premium and cannaot readily
be obtained on a temporary basis.
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Quotas are subject to change but are currently believed to be:

Continental West African Conference and
Mediterranean West African Conferences

(COWAC/MEDWAC) 740 per month

— AWAFC 145 per month

Far East/West African Freight

Conference (FEWAC) 30 per month

U.K./West Africa Line (UKWAC) 800 per month

- AFCL . 365 per month

Others (including Brazil} 20 per month

5.2 Transport Inside Nigeria

Inland waterways—Nigeria has an extensive inland waterway system
embracing the Niger and Benue rivers, the Katsina Ala and Gongola
tributaries of the Benue, and the Cross River. In addition, the creeks and
lagoons of the southern part of the country interconnect to form a
continuous waterway from the western boder with the Republic of
Dahomey eastward to the Niger Delta. The Niger River is navigable by
large river boats throughout the year to Onitsha and for about 10 months
during high-water periods to Yelwa in the northwestern part of the
country. The Benue River is navigable to Yola by shallow-draft boats

for about three months during the high-water season. The Cross River is

navigable for some distance by small river vessels.

Roads—The Nigerian road network consists of approximately 55,000 miles
of which 9,500 miles have tarred surfaces. The major roads parallel the
railway system, i.e. they run from Lagos in the southwest to Kano in

the north and from Port Harcourt in the southeast to Maiduguri in the
northeast, with connection in the middle between Kaduna and Jos.

Railroads—The State-owned Nigerian railway system comprises over
2,200 route miles of 3 ft. 6inch gauge. The system roughly resembles
an '""H”, with the main lines running northward from Lagos and

Port Harcourt to Nguru and Maiduguri, respectively, and being joined

between Kaduna and Katanchan.

A comprehensive tariff listing of all passenger and freight rates and full
details of ancillary service and charges is available from the Chief
Superintendent, Nigerian Railway Corporation, Ebute-Metta, Lagos.
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Air Travel — There are two international airports in Nigeria—lkeja,
serving Lagos, and Kano in the north. Both can accommodate large jet
aircraft. Larger domestic airports include: Calabar and Port Harcourt in
the southeast; Benin City and Ibadan in the southwest; and Kaduna, Jos,
Maiduguri, Sokoto, and Yola in the north, Smaller airfields are located

throughout the country.

All domestic air transportation is by Nigeria Airways, a Federal Government
Corporation. Nigeria Airways provides scheduled air service to Ibadan,
Kaduna, Jos, Kano, Sokoto, Maiduguri, Yola, Benin, Port Harcourt, Calabar,
Enugu, Accra, London, Rome, Abidjan, Monrovia, Freetown and Banjul,
Aero-Contractors (Nigeria) Ltd., and Pan Africa Airline (Nigeria) Ltd.,
operate charter services.

In general the most popular means of internal distribution is by road
transport although specialised vehicles (e.g. low-loaders) are scarce.
Nigerian railways are better equipped for heavy/bulk loads but very slow.
in some instances delivery times can be extended by weeks or months by
comparison with road deliveries completed in a matter of days.

6 Establishing a Business in Nigeria

The following information is the latest which is available to us on establishing a
business in Nigeria.

6.1

Foreign Companies in Nigeria

The Federal Government recognises that if Nigeria's potentialities are to
be fully realised, overseas capital, experience and skills are required.
Subject to some restriction, foreign enterprise is welcomed, especially
when it gives Nigerians the opportunity of acquiring technical and
managerial skills. .

There had been a low level of Nigerian ownership and control in Nigeria's
industrial growth up to the promulgation of the Nigerian Enterprises
Promotion Decree in 1972. It is now the Government’s policy, while
continuing to encourage foreign investment, to secure greater local
participation, on mutually beneficial terms, with the objects both of
furthering the economic advance of its own citizens and of avoiding
future clashes of interest which could arise from a predominance in the
economy of foreign investment.

The Nigerian Enterprises Promotion Decree reserves twenty-two types
of enterprise exclusively for Nigerians (see list headed Scheduie 1 in
Appendix |l to this section).
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There is a second category of thirty-three types of enterprise, in which
aliens may participate only if the paid up capital exceeds N400,000 or
if the annual turnover exceeds N 1 million, whichever the Nigerian
Enterprise Promotion Board considers appropriate, and where there is
equity particapation by Nigerian citizens or associations of not less than
forty per cent (see list headed Schedule 2 in Appendix I1).

Through the Nigerian National Oil Corporation, the Government has taken

a 55% stake in the oil-producing companies; the Federal Military Government
has also taken a 60% interest in the Shell Company of Nigeria Limited's

oil marketing operations, the Company being re-named the National

Oil Marketing Company. A 40 to 49% interest is to be taken in insurance
companies through the state-owned National Insurance Corporation of
Nigeria, and local participation of not less than 40% has also taken in the

three leading expatriate-controlled banks, Standard Bank Nigeria Limited,
Barclays International and United Bank of Africa.

Investment Incentives

After incorporation, a company whose capital has been wholly or partially
subscribed from foreign sources may apply for ‘‘approved status’’ in .
respect of the foreign portion. The advantage of obtaining ‘‘approved status”’
is that applications for the repatriation of capital (originally invested)

and/or dividends and/or profits will be given sympathetic consideration

by the authorities. |t is emphasised, however, that no unconditional

guarantee that “‘approved companies”” will be allowed to repatriate such
funds, has been given. Capital subscription by way of the value of plant

and equipment may qualify for ““approved status’’, but it is essential to

obtain the prior approval of the Federal Ministry of Finance.

The Federal Government has exclusive powers over Company taxation

and tariff policy, and offers encouragement to industrial development
through three main measures:

a) The Industrial Development (Income Tax Relief) Decree, 1971.

This Decree gives exemption from income tax during the early
years to companies engaged in “‘pioneer’’ industries approved by
the Government. It applies only to public limited liability
companies registered in Nigeria. Ownership of those companies

need not, however, be “public’’ to the extent where a company's
shares must be quoted on the Lagos Stock Exchange.

Companies would be well advised not to assume that their particular
industry enjoys pioneer status, since an industry which is at first

regarded as “’pioneer’’ is likely to lose that status as soon as it
becomes well established in Nigeria.

A list of industries which have been declared pioneer is contained
in Appendix 111.
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b) The Industrial Development (Import Duties Relief) Act, 1957,

This Act allows the repayment of import duties on materials
brought into Nigeria for use in the manufacture or processing of
goods. The authorities must be satisfied that the repayment is to
the economic advantage of Nigeria, so the importer, before

qualifying for this relief, must show:

that it is impossible to produce the goods in question
locally at prices low enough to compete with the

imported equivalent

that the materials imported to manufacture the
articles in question bear a higher rate of duty than
the imported finished article.

c) The Customs Duties
(Dumped and Subsidised Goods) Act, 1958

This allows the Federal Government to impose a special

duty on goods being dumped in Nigeria, or which are subsidised

by any Government or authority outside Nigeria. This power will be
used if the authorities are satisfied that the dumped or subsidised
goods threaten injury to a potential or established industry in
Nigeria, and that the imposition of a special duty will not conflict
with Nigeria's obligations under the General Agreement of Tariffs

and Trade.

Indigenisation

It is Government policy that technical and managerial positions which can
be filled by Nigerians should be so filled, but it is open to a company
setting up in Nigeria to apply for a quota of expatriate employees. The
Company will normally have to undertake to train Nigerians to take over

some of the expatriate-filled posts within a given period.

Company Formation

Nigerian Company Law was re-enacted by the Companies Decree 1968.
Under Part 10 of the decree, every foreign company incorporated outside
Nigeria must give notice in writing to the Registrar of Companies that it
is so incorporated, and therefore must obtain for its operations in Nigeria
incorporation as a separate entity in Nigeria. Until this is done the foreign
company may not have a place of business in Nigeria for any purpose
other than receipt of notices and documents as a preliminary to
incorporation under the Decree.

Under Decree 19 of 1973 the Federal Executive Council is empowered to
exempt certain categories of foreign companies from the provisions of

Part 10 of the Companies Decree 1968 in special cases. Such exemption

is usually reserved for companies undertaking major projects by the
invitation of, or with the approval of, the Federal Military Government,

and the exemption so given is specially related to the project involved. It

is mentioned in passing that exemption under this decree does not guarantee
repatriation of profits. Where appropriate, therefore, it is advisable for
companies undertaking “one-off" projects to obtain, in the preminary stages,

approval in principle for the repatriation of profits.
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6.5 Location of Industry

Private land for industrial purposes cannot be easily acquired in Nigeria.
In some States the acquisition of land by persons who are not natives of
Nigeria is prohibited; in others the widely differing systems of land tenure
make it difficult for an alien to be sure of obtaining a certain title.

In State lands, however, industrial and commercial investors are usually
able to obtain long-term leases without difficulty, and as part of the

Development Plan, State Governments are creating industrial estates all
over the country.

6.6 Taxation

Corporate Taxation

Reference has been made to the necessity, under Companies Decree 1968,
for foreign-owned or foreign-control companies with a place of business

in Nigeria to incorporate their Nigerian operations into a separate company
registered in Nigeria. Such companies are, for taxation purposes, treated

in the same way as any other Nigerian company. The are two basic taxes
which can affect the income of companies in Nigeria.

a) Company Income Tax

The present rate of company tax is 40%. Companies earning
profits of less than N 6,000 in the tax year are exempt from tax.

b) Capital Gains Tax

Capital Gains Tax of 2% is chargeable on gains in respect of
chargeable assets disposed of since the 1st April, 1967. There is no
optional “‘base date’* and the taxable gain is invariably the
difference between the original cost and the disposal value.

6.7 Personal Home Remittances

Residents of Nigeria who are not of Nigerian origin may remit up to 50%
of their gross taxable income from Nigeria under their annual personal

remittance quota. Documentation is required and these remittances are
subject to a checking delay (see ‘Payment for Imports’’).

6.8 External Borrowing

The permission of the Federal Ministry of Finance is required for any
individual firm or company resident in Nigeria to borrow outside Nigeria,

except for the purpose of financing the import or export of goods into
or from Nigeria.
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Applications for such permission must be submitted by an Authorised
Dealer, with the following information:

1. The amount, duration and purpose of the proposed loan.
2. The rate of interest payable.
3. The arrangements proposed for repayment,

Despite foreign exchange difficulties experienced by Nigeria during recent
years, no difficulties have been encountered in the servicing of approved
external loans. Recent indications are, however, that the Federal Military
Government prefers companies to raise finance in Nigeria rather than

resort to offshore borrowing; interest rates are comparatively low in Nigeria
and the banking system is extremely liquid.
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PROGRAMME FOR SHIPS AWAITING BERTHS AT NIGERIAN PORTS

It is disturbing to note that some ships which arrived at Nigerian territorial waters as far
back as August 1975 are yet to berth. This situation points to one inevitable conclusion, that the
gueue of ships at our ports can no longer be cleared at a given point in time as long as the flow of
goods increases disproportionately with the increase of port facilities. Congestion arising over a
long period of time cannot be cleared in a day-to-day fashion. It has therefore become a chronic
problem which requires a drastic cure to bring it to an end. To that end a comprehensive
programme for all ships awaiting berths at Nigerian ports has been worked out as shown in the
Schedule attached. A more detailed schedule in respect of Port Harcourt Delta and Calabar Ports
would be forwarded as soon as they are ready.

For Apapa Port, four main line berths and the Bullnose area are earmarked for clearing
the existing queue. Each ship is allocated a berth as shown in the attached Schedule and is
expected to come alongside the berth at the date prescribed and also get off the berth on the
date perscribed. Barring the unforeseen, each vessel is expected to adhere strictly to the set
target date and no extension of time shall be allowed to any vessel which failed to complete
within the stipulated period..

With immediate effect therefore and until further notice no clearance shall be given to
ships to load for Nigerian ports. However, ships that obtained clearance on or before 20th April
1976 would be accepted. Shipping lines with appropriated berths shall continue to operste their
precleared schedules of sailings to Nigeria but no further cleance shall be given until a review
is made of the present arrangement which is expected to take place or before 3rd June 1976.
With this arrangement shipping companies are expected to contact importers and inform them
of the likely date their consignments would be offloaded and in turn the importers are to contact
their clearing and forwarding agents to make arrangement for immediate clearance of their
consignments as soon as they are landed. Having known the berth earmarked for a subject vessel

importers are expected to pre-enter their goods and customs duty paid in order to facilitate
direct delivery as soon as the vessel is alongside.

Customs authorities will be informed of this arrangement and effort would be made to
pre-enter all the goods concerned and all necessary documents processed for their easy clearance.
All those concerned with the implementation of this berthing programme are expected to
* oco-operate with each other with a view to bringing in a speedy end to this endemic congestion
which has bedevilled our ports for a long time now. Signed B.H. Tukur, General Manager.
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APPENDIX 11

FOREIGN COMPANIES IN NIGERIA

SCHEDULE 1 (EXCLUSIVELY FOR NIGERIANS)
1. Advertising agencies and public relations business.
2. All aspects of pool betting business and lotteries.

3. Assembly of radios, radiograms, record changers, television sets, tape recorders
and other electric domestic appliances not combined with manufacture of

components.
4. Blending and bottling of alcoholic drinks.

5. Blocks, bricks and ordinary tiles manufacture for building and construction
works.

6. Bread and cake making.
7.  Candle manufacture.
8. Casinos and gaming centres.
9. Cinemas and other places of entertainment.
10. Clearing and forwarding agencies.
11. Hairdressing.
12. Hautage of goods by road (other than petroleum products).
13. Laundry and dry-cleaning.
14. Manufacture of jewellery and related articles.
15. Newspaper publishing and printing.

16.  Ordinary garment manufacture not combined with production of textile
materials.

17. Municipal bus services and taxis.

18. Radio and television broadcasting.
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APPENDIX It (Cont'd.)

19. Retail trade {(except by or within departmental stores and supermarkets).
20. Rice milling.
21. Singlet manufacture.

22. Tyre retreading.

SCHEDULE 2 (ALIEN PARTICIPATION IS ALLOWED UNDER CERTAIN CONDITIONS)
1. Beer brewing.

2. Boat building.

3. Bicycle and motor-cycle tyre manufacture.
4. Bottling softdrinks.
5. Coastal and inland waterways shipping.
6. Construction industries.
7. Cosmetics and perfumery manufacture.
8. Departmental stores and supermarkets.
9. Distribution agencies for machines and technical equipment.
10. Distribution and servicing of motor vehicles, tractors and spare parts thereof

or other similar objects.

1. Estate agency.
12. Fish and shrimp trawling and processing.
13. Furniture making.

13a. Haulage by road of petroleum products.
14. Insecticides, pesticides and fungicides.
15. Internal air transport. (scheduled and charter services)

16. Manufacture of bicycles.
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18.

19.

20.

21,

22.

23.
24.
25.
26.
27.

28.

29.

31
32.

33.
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APPENDIX 1l (Cont'd.)

Manufacture of cement.

Manutacture of matches.

Manufacture of metal containers.

Manufacture of paints, varnishes or other similar articles.
Manufacture of soaps and detergents.

Manufacture of suitcases, briefcases, handbags, purses, wallets, portfolios and
shopping bags.

Manufacture of wire, nails, washers, bolts, nuts, rivets and other similar articles.
Paper conversion industries.

Passenger bus services (inter-state).

Poultry farming.

Printing of books.

Production of sawn timber, plywood, veneers and other wood conversion
industries.

Screen printing on cloth, dyeing.

Slaughtering, storage, distribution and processing of meat.
Shipping.

Travel agencies.

Wholesale distribution.
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11.

12.

13.

14.
15.
16.
17.

18.
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APPENDIX 11l

LIST OF ““PIONEER” INDUSTRIES

Cultivation and processing of foodcrops, vegetables and fruits.
Manufacture of cocoa products.

The processing of oilseeds.

Integrated dairy production.

Cattle and other livestock ranching.

Bone crushing.

a) Deep sea trawling and processing
b) Coastal fishing and shrimping
c) Inland lake fishing and processing.

Manufacture of salt.
Mining of lead/zinc ores by underground mining methods.

The manufacture of iron and steel from iron ore.

The smelting and refining of non-ferrous base metals and the manufacture of their

alloys.

Mining and processing of barytes and associated minerals.

Manufacture of oil-well drilling materials containing a predominant proportion of

Nigerian raw materials.

The manufacture of cement.

Manufacture of glass and glassware.
Manufacture of lime from local limestone.
Quarrying and processing of marble.

Manulacture of ceramic products.

Manulacture of pasic and intermediate industrial chemicals from pradaminantty

Nigerian raw materials.
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APPENDIX 11l (Cont'd.)

20. Manufacture of pharmaceuticals.
21. Manufacture of surgical dressings.
22.

Manufacture of starch from plantation crops.

23. Manufacture of yeast, alcohol and related products.
24, The manufacture of animal feedstuffs.

25, Manufacture of paper-pulp, paper and paperboard.
26.

Manufacture of articles of paper-pulp, paper and paperboard.

27. Manutacture of leather.

28. Manufacture of textile tabrics and man-made fibres.
29. Manufacture of products made wholly or mainly of metal.
30. Manufacture of machinery involving the local manufacture of a substantial
proportion of components thereof.
31.

Manufacture of goods made wholly or partly of rubber.



-29-

APPENDIX 1V
ADDRESSES

CLEARING AND FORWARDING AGENTS

Alraine (Nigeria) Ltd.,
38, Warehouse Road,
Apapa,

Lagos.

P.O. Box 2206

Nigerian Maritime Services Ltd.,
13/15,Sapele Road,

Apapa,

Lagos.

P.O. Box 331

Panalpina (World Transport) Nigeria Ltd.,
1—4, Sapele Road,

Apapa,

Lagos.

P.O. Box 2206

Umarco (Nigeria) Ltd.,
5, Creek Road,
Apapa,

Lagos.

P.O. Box 94,
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APPENDIX V

PAYMENT FOR IMPORTS

In the 1976 Budyet certain changes were made to Exchange Control Regulations and the
lollowing is @ resume of the present position:

Exchange Control

Payment for imports are made at sight, or in accordance with the terms agreed between
the exporter/importer. Instalment payments are permitted, but must have the prior
approval of the Federal Ministry of Finance, or the Central Bank of Nigeria.

The majority of goods may be imported under open general licence although there are
certaingoodswhich are totally prohibited, and with effect from 1st April, 1976, there
is a further list of prohibited imports which are banned for six months (see Section 3.3.2
and individual product reports when appropriate mention is made of the banned goods).

Payment

Applications for foreign exchange should be submitted through an Authorised Dealer

{e.y., one of the main clearing banks) and must be supported by the following
documentation:

1. Exchange Control Form ‘B’ {(Applications to purchase foreign currency), to be
provided by the importer.

2. Copy of port cargo clearance certificate issued by either the Nigerian Ports
Authority or the Airports Authority to the shipping company or airlines as
appropriate. The following products under investigation are exempt from this:

- spare parts and tools,
- sanitary ware.

3. Combined certificate of value and origin (customs invoice A4 size) which bears
an original signature and is witnessed (i.e. not photosat or facsimile).

One non-negotiable copy of the bill of fading, or an original copy of the airway
bill. Photocopies are not acceptable.

It is emphasised that without the aforementioned documentation the Central Bank
Exchange Control will not entertain applications and delays will occur.

With this documentation the Authorised Dealer will submit the application to the

Central Bank of Nigeria (CBN) in Lagos who will release foreign exchange cover within
24 hours of receipt.

The importer must provide the Customs Bill of Entry within 90 days of release of foreign
exchange for submission to the Central Bank of Nigeria.
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Documentary Letters of Credit

Applications from importers to establish letters of credit may be approved by
Authorised Dealers, who may demand a deposit in local currrency, the level of which

will be determined in accordance with normal criteria.

The following documentation must be submitted:

Exchange Control Form ‘D’ (Application to establish aletter of credit).

2. A pro forma invoice.

Where the goods are not imported under open general licence, a photocopy of
the specificimport licence.

If the payment terms exceed nine months, or if ijnstalment payment terms are agreed
between the exporter/importer, the specific approval of the CBN must be obtained before
the credit can be established. In the case of instalment credits, each instalment payment
will also be subject to the specific approval of CBN before foreign exchange cover can

be released.

Payment against documentary letters of credit may be made by the negotiating bank
overseas, subject to the presentation of documents conforming to the requirements of the
credit, but interest for the delay in obtaining reimbursement from Nigeria for instalment

drawings will be for the account of the beneficiary.

Bitls for Collection

The following is the minimum documentation which should be supplied by exporters:

1. Bill of exchange.

2. One original and one non-negotiable copy of the bill of lading or two original
copies of the airway bill.

Copy of port cargo clearance certificate issued by either the Nigerian Ports

3.
Authority or the Airports Authority to the shipping company or airline as
appropriate unless goods are exempt.

4, One original and five copies of the customs invoice (measuring 29.69 cm x 21.00 cm)
bearing original signatures.

5. One oriyinal and five copies of the packing lists, unless packing details are shown

on the invoices.

6. Insurance certificate (if available).
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Interest

The payment of interest will only be allowed on usance drawings where it is clearly shown

on the bill of exchange and where the claim does not exceed the period of usance, plus
five days.

In all cases the rate of interest is expected, by the Central Bank of Nigeria, to be
reasonable and this is interpreted to be no more than two per cent over the prime rate
ruling for the currency in the appropriate centree.g. London for Sterling. No guidelines
have been laid down with regard to Euro-currency financing and interest rates in this
respect should therefore be related to the prime rate for the currency.

Currency and Foreign Exchange

The official currency of Nigeria is the Naira. The parity of Naira with Sterling and the
U.S. Dollar is quoted daily by the Central Bank of Nigeria and was at the rate of

N = £0.8534 and U.S.$1.5998 on 17th May, 1976. It isnot possible to cover the Naira
forward against any other currency.

The Central Bank of Nigeria only provides the commercial banks with cover for foreign
payments in either Sterling or U.S. Dollars. Accordincly, for payments in other
currencies the commercial banks are obliged to convert either Sterling or U.S. Dollars
to the currency in which the payment is expressed, before effecting the remittance.

Provisional spot rates for most major currencies are used to establish the Naira amount

to be paid by the importer in order to obtain the release of the documents from Standard
Bank Nigeria Limited. However, because of the possibility of variations in rates of
exchange for usance drawings, an undertaking is obtained from importers to bear any
shortfall that may arise during the period between the time of payment in local

currency and the time the appropriate foreign currency is obtained by the Standard Bank
Nigeria Limited, following release of cover by the Nigerian authorities.

It should be mentioned that the rate of exchange is not fixed until foreign exchanqe is
released by CBN.
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C — PRODUCT STUDY:

AGRICULTURAL TRACTORS
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INTRODUCTION AND SUMMARY

1.1

1.2

Introduction

This study covers the Nigerian market for tractors described as follows:

N.B.M. Description
87.01.02/04 Four wheel agricultural tractors
87.01.08 Track-laying tractors

We have excluded tractors for non-agricultural tractor-trailer combinations
and also non-agricultural tracked tractors.

Summary
1.2.1 Market Size and Growth

The market for four wheeled tractors in Nigeria is expected to grow
rapidiy from around 1,200 machines valued at $14.8 million in 1975
to 5,000 machines valued at $35 million by 1980 (at distributors selling
prices). The market in agricultural applications for tracked tractors
should rise from about 50 in 1975 (worth $2.7 million) to 100—200
by 1980 (worth $5.4 — $10.8 million} by 1980.

1.2.2 imports

Despite the probable emergence of a local assembly capacity for
wheeled tractors, imports are expected to retain a substantial share
of the market up to and beyond 1980.

The whole of the tracked tractor market is expected to be supplied by
imports for the forseeable future.

1.2.3 Prospects for Brazilian Exporters

There are excellent prospects for Brazilian producers to export
tractors to the Nigerian market if the correct approach is used and
if the strict requirements of the market are fully met.
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PRESENT STATE OF THE MARKET AND FUTURE LIKELY TRENDS
2.1 Past and Present Market Size and Trends

21.1 Market Size

There is no production of tractors in Nigeria and the market is
supplied entirely by imports.

The import statistics for the year 19731975 are set out in Appendix |.
Our estimates of the demand for wheeled tractors based on discussions
with importers are shown in Table 1.

Table 1

Estimated Ssles of Wheeled Tractors 197175

Number of Tractors
1971 1972 1973 1974 1975
Sales 500 600 1,000 600 1,200

Source: Industry Estimates

Fluctuations mainly result from large irregular contracts being placed
rather than from any change in the demand pattern.

In 1975 the market for wheeled tractors was valued at $14.8 million
at distributors'selling prices which was equivalent to about
$9.3 million on a c.i.f. basis.

The market for tracked tractors is much smaller; industry estimates
put it at 250 vehicles in 1975. Most of these tractors (about 80%)

are used in non-agricultural applications, mainly in construction and
civil engineering works. Land clearance and irrigation schemes account
for most of those used in areas related to agriculture. There is
practically no use of tracked tractors in cultivation or harvesting.
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We estimate, therefore, that the market for tracked tractors in
agriculture in the widest sense was about 50 machines in 1975
worth about $2.7 million at distributors'selling prices equivalent
to about $1.7 million on a c.i.f. basis.

In 1975 imports,especially of wheeled tractors,were considerably in
excess of market requirements. Thissituation arose from the
cancellation of several large government orders in the middle of the
year, after the change of regime. As a result tractor stocks are
currently at an exceptionally high level. One major importer for
example is reputed to have 1,000 unsold tractors in stock.

2.1.2 Sources of Supply
Because of the unreliability of the import figures it is not possible
to quantify with any accuracy the numbers supplied by individual
countries.
However, on the basis of the major selling brands we estimate that the
percentage of the market supplied by the major importing countries
are as shown in Table 2.

Table 2

1975 Tractor Sales by Country of Origin

%
U.K. 80
Italy 12
Others 8

Source: Industry Estimates

No Brazilian tractors are thought to have been imported or sold in
the period 1973—75.

2.2 Market Segments and Products

2.2.1 Market Segments

There are two main segments in the tractor market; sales to
government bodies and sales to private farmers.

At the moment 90 — 95% of all sophisticated agricultural equipment
including tractors is sold to government bodies for state farms, equ:pment
hiring schemes and subsidised resale.
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The remaining 5 — 10% of tractors are sold to the very small number
of independent farmers who are large enough to be able to purchase

mechanica! aids of this type.

This situation arises from the effect on agricuitural credit of the
land tenure system which operates in much of Nigeria. An outline of the

system is given in Appendix |1,

Products

In agricultural matters, the Nigerian market is even more conservative
than in many others. The preference, from both segments of the
market, is for simple rugged machines of traditional design and
appearance. The main sizes of wheeled tractor used are 45bhp and
60 — 70 bhp with a smaller demand for 90 bhp models.

2.3 Suppliers

At the moment there is no domestic production or assembly of tractors in
Nigeria and the market is satisfied entirely by imports.

2.3.1

Wheeled Tractors

An estimate of the shares of the market obtained by the major
importers is shown below in Table 3.

Table 3

Market Shares 1975 — Wheeled Tractors

Importer Make No. Share (%)
Bewac Massey Ferguson 500 42
J. Allens Ford 300 25
Leventis David Brown 150 12%
Technical
Incar Fiat 150 12%
Various Others 100 8
Total 1,200 100 J

Source:

Industry Estimates

A more complete list of importers with existing agencies is given in

Appendix I11.




-39-

Bewac and J. Allens have traditionally been the main suppliers to the
Nigerian market but in the last two years Fiat have been expanding
their market share very rapidly. Thisismainly because of the poor
supply position from the U.K. before mid—1975.

The main reasons for the success of the two largest importersare as
follows:

— they sell reliable and established products
- their service and spares network is excellent

— they provide a comprehensive training scheme for
drivers and mechanics.

2.3.2 Tracked Tractors

The market for tracked tractors in Nigeria is dominated by UAC
Technical who sell Caterpillar machines. It is estimated that they
held over 80% of the market in 1975,

Their strong market position arises from the excellence of the
products they offer, coupled with the specification by buyers,
especially in the construction industry, of the Caterpillar brand.
This has atlowed UAC to develop an extremely strong base for
selling to the agricultural industry.

The only other importer of any significance is Blackwood Hodge
who handle General Motors'tracked tractors.

2.4  Channels of Distribution

The channels of distribution for both wheeled and tracked tractors are
similar and are shown on the chart below:

Y

Importer

{10)

80 5
~-95% -10%

State Government
Agencies (19 States)

Large Farmers

Farmers (via hiring schemes or subsidised sate)

In some cases the State Governments have purchasing boards and in other cases
purchasing agents are used.
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25 Prices

251 Price Structure

The build-up of prices at each major stage in the distribution chain is
shown below~

buys c.i.f. Apapa
duty nil
Importer port charges 2%
can add buying commission of 4%

Marks up landed cost by 30—40%

Customer

Where State buying agents are involved they will charge 8 commission
of 2 — 5%.

2.5.2 Market Prices

Market prices for wheeled tractors are shown below in Table 4.

Table 4

Market Prices — Wheeled Tractors

Size Unit Price $ (delivered)
45 bhp 9,000 - 10,000
60 — 70 bhp 12,500 — 13,000
90 bhp 16,500

Sources: Importers
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Russian tractors are considerably cheaper. For example the Belarus
Ju MZ—6M model of 70 bhp sells at $7,300 ex Lagos.

The above prices might be subject to discounts of up to 5% for very
large orders.

The prices of tracked tractors vary considerably according to the
specification of the model. The range of prices is currently
$40,000 — $60,000 per machine.

Sales Promotion and Advertising

Virtually no advertising of tractors for agricultural purposes is done. The
sole exception is WAATECO, the agents for the Russian Belarus tractor,
who advertise regularly in the daily press. In addition, the mention of a
tractor agency is made in a corporate advertisement by an importer.

The most important method of promotion is through field calls by the
importers’ salesmen and their technical advisors. Some importers hold
machinery and tractor shows or exhibitions, and there are a few general
agricultural exhibitions held at irregular intervals throughout the Federation,
mainly in rural centres such as Kano, Kaduna and Benin.

Expenditure figures for advertising are not available.
Packaging and Servicing Requirements

2.7.1 Packaging

Nearly all tractors sold in Nigeria are imported ready assembled with
only a minimum of protective packing. After testing and adjusting
they are delivered to the customer ready for use without packaging.

2.7.2 Servicing .

Back-up service is a most important part of selling tractors in Nigeria.
The principal aspects are:

good availability of spare parts at stocking points
convenient for the users, often in outlying rural areas

a training scheme for drivers as there is a desperate
shortage of tractor drivers

instructing workshop personnel from state hiring
schemes or government farms in the correct
maintenance procedures and backing this up with
trained mechanics in regional depots.

Itis this strong after-sales service element which accounts for the
strength of the major distributors since they have the facilities for
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training,spares and service. It also accounts for the relative lack
of success of the Russian products which sell at about 60% of

the price of the comparable U.K. tractors, but do not have the same
spares and service backing.

All servicing manuals should be available in English.

Special Points Regarding Market Access

Tariffs and Quotas

The tariff on tractors for agricultural purposes is nil and there are
no quotas or restrictions on imports.

Other Regulations

At the moment there are no other regulations covering standards

of imported tractors, but the Federal Ministry of Agriculture is in
the process of setting up a testing establishment for all types of
agricultural machinery. Itis not yet known what form of procedures
will be adopted at this establishment, nor whether a certificate of
approval will be mandatory or merely advantageous. This testing

station which will be situated at llorin will probably start to function
during 1977 or 1978.

Buying Attitudes

As we have already said, the market for all types of agricultural
machinery is an extremely cautious one, if not positively conservative

The most important factors which are considered when purchasing
tractors have already been touched upon, namely:

simple, straightforward design
familiarity of brand or appearance
reliability and durability in service
good availability of spares

driver and mechanic training capability.

At the present time Brazilian tractors are unknown in the market
although Marpol Industrial Corp. Ltd. of Lagos have recently
acquired the agency for the Brazilian C.B.T. tractor. This is regarded
as having excellent prospects in the Nigerian market because:

- it is low priced

its engine is either Mercedes or Perkins and
is therefore familiar

it is of simple rugged construction.
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However, in order to achieve a significant share of the Nigerian
market the back-up services referred to above will have to be
developed, a task which may be too great for one relatively small
importer by himself.

Seasonality of Purchases

The peak buying seasons for tractors occur between January and
March and again in May and June.

The reasons for this are set out in Appendix IV.
Shipping and Export Documentation

Once again we have to record the complaints of importers who
have dealt with Brazil about the problems associated with shipping
and about the apparently casual and haphazard way in which
export documents and sales correspondence are processed.

To obtain guaranteed delivery times from Brazil, one importer has
been forced to trans-ship via New York at about four times the
direct freight cost.

Joint Venture Possibilities

No joint venture possibilities were discovered during the course of this

study.

Future Trends

2.10.1 Market Growth

The emphasis on agricultural development set out in the Third
Development Plan has been intensified greatly by the new regime

in Nigeria. Operation ‘'Feed the Nation*, launched in the budget
speech by the Head of State in April 1976 demonstrates the importance
which is now placed on the use of oil revenues to develop and improve
the agricultural industry. Any such development is bound to increase
the market for all agricultural machinery, and especially for tractors.
Appendix V sets out a list of specific projects involving tractors

from the Third National Plan.

Some importers have likened the situation to that which existed in
Turkey, where the demand for tractors rose from a few hundred
annually to over 20,000 per year within the space of ten years. Others
have pointed to the development of the agricultural north of Ghana
where large numbers of tractors are now used on big efficient farms,
which five years ago were only small individual holdings and uncleared
land.

Forecasts for tractor demand in Nigeria in 1980 have varied between
3,000 and 20,000, but we are inclined to believe that the market will
reach around 5,000 machines,worth about $35 million at distribution
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selling prices and $22 million on a c.i.f. basis. We expect a very rapid
growth in demand throughout the 1980s. The physical supply of
tractors to the market and the training of drivers and mechanics is
likely to prove a greater restriction to sales than is the availability

of funds or the desire of farmers to use tractors.

2.10.2 Local Production

There is no production or assembly of tractors in Nigeria at the
present time. We have been told of two projects to set up assembly
facilities for wheeled tractors within the next three years —

one by Fiat and one by Massey Ferguson. We do not envisage

any local assembly of tracked tractors in the forseeable future.

The Fiat project is associated with their commercial vehicle
manufacturing plant at Kaduna and is rumoured to have a potential
capacity of up to 4,000 units annually. Tractors from this plant
could be available during 1978. The present vigorous marketing
effort by Fiat is evidently an attempt to establish a strong market
share prior to the start-up of manufacturing facilities.

Massey Ferguson, which holds some 40% of the market for wheeled
tractors,are reported to be studying the possibility of setting up an
assembly plant which is no more than would be expected in view of
market size projections and their existing market share. The capacity
level they are considering is not known.

The scope for the Government to protect any assembly plants which
may be established is immense. For example the following methods
could be used:

- tariffs

— quotas

- preferential purchases in the public sector
- conditional credit in the private sector

The Federal Government would probably only use measures such as
these if it had declared its intention to establish a Nigerian tractor
industry which as yet it has notdone, and if the projects to assemble
or manufacture were licenced by the Government and capable of

supplying all Nigeria‘s needs.
2.10.3 Import Prospects

On the basis of the above we expect that imports will continue to

supply a large proportion of the market for tractors, at least until

1980. Thereafter, the levels of growth which we anticipate in tractor
demand will lead to a desire by both the Federal Government and

leading importers for a domestic industry which, because of its scale

of operation, will probably need and get some degree of protection.

It should be said,however, that the Federal Government will undoubtedly
give higher priority to agricultural development than to tractor manufacture
and protection will probably be less forthcoming than in other areas of

the motor industry.
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3. THE MARKET AND BRAZILIAN PRODUCERS

3.1

3.2

Assessment of Opportunities for Brazilian Producers

The market for tractors in Nigeria is likely to show considerable growth in
the period between 1975 and 1980 and should continue to expand at a fast
rate thereafter. We estimate that annual wheeled tractor sales will rise from
1,200 in 1975 to 5,000 in 1980 and 10 — 20,000 by the mid 1980’s.

There will be a similar but smaller rise in demand for tracked tractors, mainly
for use in land clearance andirrigation projects. Tracked tractor sales for
agricultural use could increase to 100 — 200 per year by 1980.

Imports will continue to supply a high proportion of the market up to 1980,
but thereafter the growth in local assembly facilities will reduce the
importers’ share of the wheeled tractor market. All tracked tractors will
continue to be imported.

Whilst the Federal Government is in a position to give considerable protection
to tractor assembly plants, its priorities will almost certainly lie with
providing an ample flow of agricultural equipment to the farming industry.
Hence we believe that it will follow liberal trade policies on tractors until
some time after 1980.

The market for wheeled tractors is dominated by Massey Ferguson, Ford
and David Brown, although Fiat has made considerable inroads recently.
These market leaders are very strong because of their comprehensive service
before and after sales and because they offer familiar and reliable products
to a conservative market.

Brazilian tractors, as yet, are not known in the Nigerian market. They seem to
have the advantages of low price, a simple rugged design and engines which are

familiar to the customer and easy to service. However, these advantages will count

for little if they are not matched by a comprehensive service of:

- spares availability
- driver training and
- mechanic training.

A careful and planned entry to the market should provide Brazilian exporters
with excellent long term prospects.

The prospects for selling tracked tractors from Brazil are less good. The
best chance is for Brazilian products to be sold as branded Caterpillar or
General Motors products.
Recommended Actions for Brazilian Exporters
3.2.1 Products

We recommend Brazilian exporters to concentrate on simply designed,

robust wheeled tractors in the range 45 — 90 bhp. - For preference,
engines should be of a type which is familiar in Nigeria, eg. Mercedes,
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Perkins, General Motors etc. both for better customer acceptability
and for ease of maintenance.

Opportunities for tracked tractors will be restricted to products used

in both the construction and agricultural industries. Sales of these
products will have to be made to the international contracting companies
who will be involved in the large land clearance and irrigation schemes.

Marketing Methods

in order to becomeserioussuppliers to the Nigerian market, Brazilian
exporters will have to provide a full spares and training service in

addition to making available competitive and acceptable products.

An entry to the tractor market should be regarded as a fong term venture
and should be undertaken in a carefully planned way. It has only been
possible, within the scope of this study, to make a rough assessment of
the most appropriate marketing methods and we recommend that a much
more detailed investigation be carried out.
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APPENDIX |

IMPORTS OF TRACTORS TO NIGERIA

1973 1974 1975 (Jan-March)
No. Value No. Value No. Vaus
000% 000% 000$
Tracked tractors 202 4,543 | 241 4336 | 94 | 4164

Wheeled tractors under 397 1,946 319 2442 153 1,297

40bhp
Wheeled tractors over 468 2,084 319 1,488 226 1,085

40bhp

Source: Nigeria Trade Summary

NOTE:! Includes tracked tractors for non-agricultural applications.
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APPENDIX i1

LAND TENURE AND AGRICULTURAL CREDIT IN NIGERIA

In much of Nigeria agricultural land is owned communally by the village and
allocated to individual farmers by the elders. Thissystem results in a large number
of small land holdings, many below 10 acres.

In addition the land is of course not owned by the farmer and can be taken from

him and reallocated. This usually only happens on his death but can occur where
the farmer has failed to keep up the land to a certain standard.

With no land freeholding and virtually no other assets most small farmers are

unable to ofter any collateral for credit to buy machinery, fertiliser or other
products.

In Ghana,where a similar system operated, the Government guaranteed any approved
loan to the extent of 67% for farmers working up to 300 acres. This system has
worked and many of the commercial banks are hoping that a similar pattern will be
followed in Nigeria. Until it does there is little prospect of the private farmer
affording mechanical aids from his own resources.
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APPENDIX Il

TRACTOR IMPORTERS AND AGENCIES

Tracked Tractors

Wheeled Tractors

U.A.C. Technical
Nigerian Motor Industries

Bewac

J. Allens
Leventis Technical
Incar

WAATECO

R.T. Briscoe
Niteco

Caterpillar
International Harvester

Massey Ferguson
Ford

David Brown
Fiat

Belarus

John Deere
Steyr
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APPENDIX IV
SEASONALITY

The market for tractors, and other agricultural machinery is very
seasonal, brought about by the crop season and the fiscal year.

In the period January —March, State Governments are usually anxious
to spend any residual budget allocations before the end of the fiscal
year at the end of March. However the season is not then sufficiently
advanced to plan purchases with great accuracy. By May, when a
realistic assessment of machinery needs is possible, a second buying
peak occurs. At thistime, of course, stocks are usually depleted after

the first buying rush, and frequently the zorrect equipment is not
available in the correct quantities.
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APPENDIX V
EXTRACTS FROM THE THIRD NATIONAL DEVELOPMENT PLAN
RELATING TO TRACTORS AND OTHER
AGRICULTURAL MACHINERY

Authority Responsible Summary of Project Investment 1975-80
Benue — Plateau State ' Loans for equipment $1.6 million
" Purchase and replacement $4.0 million
of tractors
" Purchase of soil preservation $5.0 million
equipment
East Central State Purchase of soil preservation $1.6 million
equipment
Kano State Purchase of 150 tractors, $3.0 million
10 crawlers and other equipment
Kwara State Purchase of 6 crawlers and $1.6 million
other equipment
" Purchase of 150 wheeled tractors $56.0 million
and equipment
" Farm mechanisation equipment $1.6 miilion
purchase
Lagos State Purchase of 80 tractors and $6.4 miltion
equipment
Mid West State Establishment of bushclearing $3.0 million
and tractor hiring schemes
North Central State Subsidy on tractor purchases $0.7 million
.~ Purchase of land clearance $5.0 miltion
machinery
" Provision of tractor hiring service $3.3 million
North Western State Starting a tractor hiring service $2.1 million
Rivers State Farm mechanisation equipment $6.4 million
South Eastern State Farm mechanisation equipment $2.6 miltion
Western State Equipment for tractor hiringscheme  $8.0 million
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APPENDIX VI

ORGANISATIONS CONTACTED

Bewac Agricultural Division, Commercial Road, Apapa, Lagos
J. Allen, 23 Creek Road, Apapa,:Lagos

Incar, ljora Causeway, lL.agos

WAATECO, 219 Apapa Road, lganmu, Lagos

R.T. Briscoe, 58 Akanbi Onitri Close, Ilganmu, Lagos

British Leyland (Nigeria), Awolowo Road, S.W. lkoyi, Lagos
Federal Ministry of Agriculture, North lkoyi, Lagos

Kano State Ministry of Agriculture, Kano

Kaduna State Ministry of Agriculture, independence Avenue, Kaduna
Standard Bank of Nigeria, Kano

World Bank, Lugard Hall, Kaduna

Morpol Industrial Corp., Warehouse Road, Apapa, Lagos
Leventis Technical, Iddo House, Iddo, Lagos
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Mercados para o Brasil — Nigéria

Conservas de sardinha

Chapas de fibra de madeira

Camisas

Artigos sanitarios de louga e metal

Fogbes domésticos

Ferramentas manuais

Artigos de metal para iluminagéao

Aparelhos de ar condicionado
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Onibus e microdnibus

Carrocerias, autopegas e acessorios para veiculos
Botas para esporte
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70000
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Telefone: (061) 225-1305 — Ramais 383/384/390/391
Telegramas: EXTERIORES — Brasllia
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(061) 1311 e (061) 1319 MNRE
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