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Background

Nigeria is one of Africa’s largest economies with a growth rate of about 7% 
over the last five years, due to improved economic performance and sus-
tained policy improvements. However, it faces the challenges of translating 
growth into poverty reduction and reducing social inequality. Therefore, in rec-
ognition of the need for more inclusive growth the government has stepped 
up institutional implementation of its Transformation Agenda (2011-2015) as 
outlined in its mid-term report.

In response to Nigeria’s own national agenda, the Bank’s country strategy 
aims at primarily supporting the deepening of a sound policy environment 
and investing in critical infrastructure to promote economic development. It is 
within this context that the High Level Policy Dialogue on Infrastructure and 
Structural Transformation has been crafted by the Bank in consultation with 
the Ministry of Finance and the National Planning Commission.

The dialogue focuses on the challenges and opportunities facing Nigeria, 
while bringing in experiences and lessons from other countries. In addition, 
the dialogue brings together policy makers, private sector players, academ-
ics, civil society activists and development partners to brainstorm on the 
need and approach to the country’s structural transformation.
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OPENING SESSION

1.1  Welcome and Introduction by Dr. Ousmane Dore, Resident 
 Representative, AfDB Nigeria Field Office

It is a great pleasure to welcome you most cordially to the High Level Policy 
Dialogue on Infrastructure and Structural Transformation in Nigeria. This 
event is intended to address the challenges the country is facing of trans-

lating growth into poverty reduction and social equality. Let me use this op-
portunity to express our appreciation to the Government of Nigeria and in 
particular the Honourable Minister of Finance and Coordinating Minister for 
the Economy and the Honourable Minister of National Planning Commission 
for their support and enthusiasm to this initiative.

The Bank has been enjoying strong partnership with the Government of Ni-
geria since it commenced operation in Nigeria in 1971. Since then over N800 
billion has been invested in the economy. The current Bank’s portfolio in Ni-
geria is about 350 billion Naira comprising of private and public financing. 
As a member of the Country’s Assistance Framework (CAF), the Bank has 
been working with other partners to improve development effectiveness and 

assist the government in developing 
transformative and innovative solu-
tions to tackle Nigeria’s most pressing 
challenges. 

Recently, in response to Nigeria’s 
own developmental agenda, the 
Bank Group adopted a country strat-
egy aimed at primarily supporting 
the deepening of a sound policy en-

vironment and investing in critical infrastructure to promote economic de-
velopment. It is within this context that this High Level Policy Dialogue on 

Dr. Ousmane Dore
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Infrastructure and Structural Transformation is organized by the Bank in con-
sultation with the Ministry of Finance and National Planning Commission.

The choice of the theme of this HLP forum is not fortuitous. Nigeria’s growth 
rate has been impressive over the past decade due to improved economic 
performance and sustained policy improvements. Various surveys confirm 
that an embryonic middle class is forming within Nigeria with growing dispos-
able income to fuel domestic demand. Nigeria enjoyed a healthy improve-
ment in her net resource flow during this period. Foreign direct investment to 
Nigeria in 2012 is estimated to be over 7.0 Billion USD. Investors now look up 
to Nigeria, alongside South Africa as a gateway to Africa for enhancing trade 
and investment links between Africa and the Rest of the world. This fact was 
further recently confirmed when Nigeria’s 1 Billion USD Euro-Bond issuance 
was four times oversubscribed. 

This growth is, however yet to translate into visible improvements in the wel-
fare of the average Nigerian. The unemployment rate has risen from 19.7% in 
2009 to 23.9% in 2011; per capita income was US$ 1,180 in 2010 but income 
distribution continues to be skewed with a Gini coefficient of 0.44 in 2011; 
63% of Nigerians subsist on below $1.00/per day; 42% do not have access 
to safe drinking water; and 69% do not have access to basic sanitation. The 
structure of the economy is still dominated by agriculture which accounts for 
40 per cent of the economy and provides employment for the largest propor-
tion of the population. Despite experiencing a strong average annual growth 
rate over the past decade, the country’s agricultural potential has not been 
fully exploited. The economy is also highly dependent on inherently volatile 
oil revenues, which poses major balance of payment and budgetary risks to 
the country.

In recognition of the need for more inclusive growth, the government has 
stepped up institutional implementation of its transformation agenda as out-
lined in its mid-term report. The Government is diversifying the economy 
into the non-oil sector to help expand the sources of growth, and make it 
broad based, both socially and geographically. However, the liberalization 
of the economy requires urgent actions to increase the competitiveness of 
the economy and the productive sector in particular. Nigeria has lower la-
bour costs than some of her main competitors but the policy environment 
still needs to be improved to take advantage of lower wage rates to spark an 
industrial revolution. Moreover, infrastructure provisions in key sectors such 
as power, transport, housing, ICT are lacking in quantity and quality, resulting 
in higher costs and inefficiency of local firms. 
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It is envisaged that this gathering will provide a platform for policymakers, the 
private sector, academics and investors to engage the Bank and the Govern-
ment to reflect on these issues for practical joint solutions.

1.2  Opening Remark by Prof. Mthuli Ncube, Vice President and  
 Chief  Economist, AfDB.

This event is timely because Nigeria has completed a mid-term review of 
the implementation of its structural Transformation Agenda. Also, the AfDB 
recently launched its ten-year strategy which is entitled “At the Centre of 
Africa’s Transformation”. It will be a framework for the Bank’s operations and 
support for economic transformation of each member country in pursuit of 
inclusive growth, while making sure that all legitimate means of growing the 
economy are taken advantage of.

Africa is transforming. In 2000, the GDP of Africa was $600 Billion, today it 
stands at about $2 trillion which is about three times over in nominal terms 
and double in real terms. Clearly there is real transformation going on in Af-
rica although there is still a long way to go in terms of poverty reduction and 
dealing with inequality. Africa is urbanising. Around 40% of the population 
live in cities. The cities are driving a third of the GDP growth outside of natural 
resources. We recognise the issue of youth employment and as we all know 
Nigeria is doing its bit to deal with this issue. With regards to inequality there 
are still pockets of fragility from time to time but I must say that with all these 
challenges Africa is still making progress. 

Nigeria is in a special place and space in Africa, in terms of population and 
land size. There is no question that in 15-20 years time it could easily be the 
largest economy in Africa measured by GDP.  Its middle income status is 
slowly being approached and will be cemented soon. It also boasts of high 
inflow in terms of foreign direct investment into Africa. There are certain ar-
eas of the private sector where it is already leading in Africa. For example, 

70% of syndicated loan activities 
in Africa are out of Nigeria. The 
agricultural sector potential exists 
and it is quite obvious that it pre-
sents great potentials for Nigeria. 
The natural and extractive mineral 
sector is also very important with 
7.2 billion barrels of oil in reserve 
and 34 different kinds of minerals. Chief Economist & Vice President, AfDB, 

Prof Mthuli Ncube
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I must also applaud Nigeria’s drive for various reforms across the energy and 
power sector, including institutional reforms. Nigeria is leading in this area 
and other countries can learn from these reform interventions.

The Bank itself is very strong on infrastructure. Its infrastructure projects make 
up 65% of the entire portfolio and some of its flagship projects are in Nigeria. 
For instance, the Cross River State rural access project has stimulated non-
oil sector growth through infrastructure investment capital for over 474km of 
roads for the rural populace. 

At the Bank, we believe a road is an economy. If you put a road in a rural 
area, that rural area will change. If you put feeder roads, for instance, farm 
produces will get to their destinations quicker and school children will get to 
schools easily.  All the Millennium Development Goals (MDGs) get influenced 
by the introduction of roads where there was none before. The other project 
is the Nigeria-Cameroon (Enugu-Bamenda) highway which has provided im-
proved road transport and accessibility to the area which has led to better 
socio-economic benefits for the communities.

So as a Bank we are doing our bit. You probably have heard of the launch of 
the proposed Africa 50 Fund which is supposed to make available funds and 
resources for infrastructure development in Africa. We are making sure that 
some of those resources are harnessed from within Africa.

We are also looking for other ways to make sure that the infrastructure gap in 
Africa is closed through PPP initiatives. Risk mitigation instruments are other 
areas we are focusing our activities, through the syndication of commercial 
financial instruments. We are also participating as a Bank in the Power Africa 
Initiative” that was announced by President Obama recently.

1.3  Opening Address by Dr. Shamsudeen Usman, Honorable  
 Minister,  National Planning Commission, Nigeria.
 
This high level policy dialogue is organised by the AfDB under the leadership 
of Dr Ousmane Dore, the Resident Representative, AfDB country office. It is 
encouraging to see faces of friends of the country gathered together to see 
how we can work together and ensure the dividend of our economic growth 
translates to the growth of our people.
 
Let me also take this opportunity to commend African Development Bank for 
the support they have continued to give us in various sectors. The bank is the 
second largest contributor to infrastructural development in Nigeria focused 
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mainly on power, transport and water supply. The Federal Government is 
committed to developing the infrastructural development and all efforts are 
being made to achieve this.

We are also exploring alternative energy sources with the objective of achiev-
ing more energy means which will support the growth of industries and rural 
electrification. In the transport sector, we aim to adopt an approach that will 
ensure we provide adequate, appropriate and integrated facilities for efficient 
movement of people and goods across the country. This approach will also 
increase the quality and quantity of our exports. In the ICT sector which is 
very critical, we will deploy broadband infrastructure among others that will 
provide people and business with access to telephone and internet services. 
We are also working to ensure the challenge of water for adequate nutrition, 
sanitation and irrigation is addressed. The AfDB has been working closely 
with us to achieve all of the above especially in the development of the Na-
tional Integrated Infrastructure Master Plan (NIIMP) which is a long term 30 
year plan covering 2014 to 2043. 

The infrastructure master plan will assist in aligning and integrating diverse 
infrastructure projects of government across all sectors of the economy into 
one holistic interim plan that is geared towards creating and developing the 
economy. This plan is phased into 3 tenure strategic plans and six 5 years 

L-R: (Hon. Min. Finance, Dr. Ngozi Okonjo-Iweala
Hon. of  National Planning, Dr. Shamsudeen Usman, Prof Mthuli Ncube
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operational plans. The National Integrated plan will cost an estimated $2.9 
trillion to close Nigeria’s huge infrastructure deficit in the next 30 years.

About 52% of the required funds will come from the treasury while the pri-
vate sector will provide the remaining 48%. The master plan will also put in 
place plans that will attract private investors. Despite the challenges of re-
sources, research has shown that with innovation and adoption of world best 
practices, infrastructural costs can be reduced. This plan will also create 
employment opportunities especially for engineers who will be involved in 

the design of the new roads, 
power projects, rail, sea and 
airports. Without good and 
appropriate functioning infra-
structure, our economy will 
remain static. 

We are pleased AfDB has 
been leading the pack in 
terms of investing in the mas-
ter plan which is not like any 
other plan but one which will 
serve as a backbone and en-

abling mechanism that will not only foster the achievement of vision 20:2020 
but also help to create jobs and reduce poverty in our nation. 

Of course a plan is only as good as the implementation. In this regard, we in-
tend to collaborate with the Bank and other partners in building the technical 
capability and monitoring of the plan. This is very much in line with the tenets 
of the Paris declaration of aid effectiveness and the Accra Agenda for Action 
which both emphasised that development partners should harmonise efforts 
of the private sector in line with the policies of the government.

Mr President’s Transformation Agenda is aimed at the holistic transforma-
tion of the quality of lives of Nigerians. On democracy day, 29th of each 
year, Nigeria celebrates its return to democracy and honours the architects 
and heroes who made it possible. This year, Mr. President commemorated 
democracy day with a befitting policy of democracy and accountability by 
publicly presenting a mid-term report to Nigerians, highlighting the progress 
made, challenges remaining and how the government intends to work with 
international partners in the second half of the administration. This is first of its 
kind in the political history of the country. Providing adequate infrastructure 
is a critical step in attaining these objectives. While being encouraged by 

Hon. Minister of  Nat. Planning, Dr. Shamsudeen Usman
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the progress made, there is still a lot to be done. This event therefore affords 
us the opportunity to brainstorm on the way forward and build on the gains 
already made.

1.4  Keynote Address by Dr. Ngozi Okonjo-Iweala, Coordinating  
 Minister for the Economy and Honorable Minister, Federal  
 Ministry of Finance, Nigeria.

I have been quite proud and happy with the way the Bank has been increas-
ingits engagement in Nigeria responses to our demands. I am not saying this 
lightly because it is not easy to achieve these kinds of results and I think it’s 
a big compliment to the Bank. 

The focus of today’s seminar is very appropriate. Emerging economies are 
experiencing rapid economic growth involving a shift from independence on 
agriculture and natural resources to a more diversified economy. 

So, as you have heard from the Honorable Minister of Planning, infrastructural 
transformation is very important to us in Nigeria. First, I will like to take stock 

of where we are and look at some 
outstanding challenges we are cur-
rently addressing. 

In the first part, I want to use some 
of the recent progress of the current 
Transformational Agenda as a back-
drop for three key outstanding chal-
lenges which we need to tackle to be 
able to get to our desired destination 
namely; greater economic diversifi-
cation and strengthening institutions 
with more transparency, more infra-
structure and investment and more 
emphasis on social inclusion policy. 

I believe it is when we tackle these challenges that we will be able to get 
to our goal of truly transforming the economy. So, where are we now? As 
you may know, vision 20:2020 and the current Transformation Agenda of the 
President Goodluck Jonathan Administration is aimed at driving structured 
transformation in the economy. 

Hon. Min. Finance, Dr. Ngozi Okonjo-Iweala
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According to the vision statement, “by 2020, Nigeria will have a large, strong, 
diversified, sustainable and competitive economy that will effectively harness 
the talents and energies of its people and responsibly exploit its natural en-
dowments to guarantee a high standard of living and quality of life to its 
citizens.” This is a statement with huge aspirations and it is a very good and 
important one. We need to keep it in front of us all the time in order to meet 
the challenge before us. 

I think the key challenge is that we need to work hard to meet these aspira-
tions if not by 2020, then shortly thereafter. Now, we know that before then, we 
will become the largest economy in Africa. But being the largest isn’t enough 
but the largest that delivers for its citizens. We don’t want to be large just to 
talk about being large. I think if you are large with a better inclusiveness for 
your citizens and better delivery of services then that is really what we aspire 
to. 

The reason we need this transformation is clear. Whilst we are growing and 
we are proud of our growth rate, we don’t want to be an economy whose co-
efficient is moving in the wrong direction even as we grow. That is not what we 
want as transformation. The two pillars of transformation include growth and 
job creation. As discussed in the mid-term report, this current administration 
has made a lot of progress in delivery of the objectives of the Transformation 
Agenda by improving the business environment and also introducing direct 
job creation programmes. 

When you listen to people talk about Nigeria, it’s often about the gaps, the 
challenges, the missing things we have to put in place and pretty soon if you 
listen carefully, you will get very depressed. I don’t want to start reminding 
you of things we have done because we are in danger of thinking of the glass 
half empty. I know as development economist, it’s our job not to celebrate 
anything but to always look at how far behind we are. But my firm belief now 
is that in order to encourage and achieve more, and not to forget those areas 
where we made visible improvements, we need to remind ourselves what we 
have done right so that we don’t lose those areas and to also build on them 
to do things even better.

Our economy is stable and this macroeconomic stability presents a platform 
for private sector growth. Inflation has dropped to single digits as it is now 
8.4%. Please recall that at the beginning of 2012 it was 12%. The exchange 
rate has remained relatively stable between N155 and N160 to a dollar. 
Growth remains robust, projected at 6.8% for 2013 and all these data have 
changed our foreign reserve position which remains strong at $47 billion. In 
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spite of the challenges we are facing with the drop in the quantity of crude oil, 
we still managed to keep an excess crude savings of $5 billon. 

All of these are not economic management team talking or Ngozi Okon-
jo-Iweala talking. They are facts by external analysts, the latest of which is 
Goldman Sachs which has added Nigeria to its report. It is a very good report 
which discusses our strengths and also points very clearly to our vulnerability 
which we know. As was said by the Chief Economist, I think the markets also 
made their verdicts by the way they reacted to our euro bonds. 
I heard Ghana has floated its own bond which was twice oversubscribed. 

Nigeria’s own was more than 
four times oversubscribed. 
Around 32% of the inves-
tors were from the U.S. and 
the balance from the UK 
and other countries. We are 
amazed even at this and 
the confidence that is being 
shown in the stability of this 
economy. 
Second, our financial and 
banking performance has 
improved significantly given 
the reforms and stability at 

the stock markets which has risen substantially since 2012. Third, we are 
working to improve the environment for doing business. We know we are not 
there yet. I am the first to admit it, but we are making various efforts in our 
seaports to hang on to the slim gains we have made by narrowing down the 
number of agencies and trying to improve on the efficiency. We however re-
ally need to be competitive with our neighbours.
For infrastructure investment, despite all the complaints, there have been 
some improvements recorded. The 1,024 km of Lagos-Kano rail track is com-
pleted and functioning. The demand is so high that the issue is how to in-
crease the services. The Abuja-Kaduna new line is 60% complete. Before the 
end of this administration it will be completed. The Ajaokuta-Warri line is 77% 
complete. We have acquired 200 refurbished coaches and are remodelling 
and upgrading our rails as well as building new lines. 

The same is going on with our airports which were out of date and not very 
pleasant. All 22 of them are being upgraded at the same time and in addi-
tion, we plan to build more. We have just acquired the resources and we will 
start work shortly on four new international airport terminals. Our trip to China 

Hon. Min. Finance, Dr. Ngozi Okonjo-Iweala



AFRICAN DEVELOPMENT BANK10

yielded that dividend. Lagos, Kano, Port Harcourt and Abuja will have brand 
new terminals in addition to the one in Enugu which is already underway with 
our own resources. We are also in this regard looking at PPP in several impor-
tant areas. I want to mention in particular, something dear to Nigeria which is 
the second Niger Bridge. The project is well underway in terms of planning. 
We are also looking at infrastructure that will be built through PPP like the 
Lekki port where we just signed an agreement for the Deep Sea port with a 
private sector consortium. 

The Nigerian government has realised that the only way to move the power 
sector forward is to allow the private sector manage the sector. I believe that 
by the time we complete the whole privatisation process, the visible progress 
in improving our power will be seen. It’s not as if nothing is happening. Look-
ing at 16 cities in the country, we have noticed an improvement in the supply 
of power. We don’t talk about it too much because we want to do better.

We have established several employment initiatives that target the youth.  
Youth unemployment or employment is a significant issue across the world. 
It needs to be tackled head-on. We are tackling it by exploiting the entre-
preneurial skills of our youths through programmes like the Youth Enterprise 
with Innovation in Nigeria (“YouWiN”) which is very popular and most of our 
youths have lauded it. We have also re-invested the subsidy money, the mon-
ey clawed back from the oil subsidy regime. These are some of the highlights 
that show that the President Goodluck Jonathan government is not standing 
still. However, we acknowledge that we are still far from our destination. A lot 
needs to be done. 

First on the issue of diversification, we are dependent on the oil sector which 
accounted for 80% of our total revenue and 95% of total export. We now 
brought it down to about 70% of total revenue. We are improving the other 
sectors of the economy. Oil sector will remain important notwithstanding. Be-
fore 1956, our economy was well diversified; agriculture was 64% of the GDP. 
Right now agriculture is about 40% and manufacturing is at 4%. So, these 
are challenges as well as opportunities. All sectors are being looked upon 
to create jobs for our young people. We know agriculture is our best hope of 
employing a large chunk of our youths.  Our goal is to substitute about $10 
billion we spend on importation of food and create another $10 billion export-
ing products thereby creating 3.5 million jobs. If we build transparent insti-
tutions and appropriate governance, our diversification drive will succeed.
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SESSION 1 
Infrastructure and Finance Gap   

Moderator: Mr. Janvier Litse,  Director, Regional  Department, West Africa, AfDB

2.1  Presentation by Dr. Russell Cheetham, Consultant AfDB –
 Infrastructure Action Plan for Nigeria

It is a pleasure to be a part of the work on the infrastructure action plan be-
ing put together by the AfDB at the request of the government of Nigeria. 
The project has been a major undertaking and the full report will be distrib-

uted in not too distant future. The report itself is about 600 pages in length 
with a tremendous amount of detail for each of the sectors and also a detailed 
outline of an action plan that can move the country forward.

I will briefly run through the key themes and findings in the work. These 
themes include the following:
•	 Financing for the program
•	 What has to be done to ensure a speedy and effective implementation
•	 Maintenance of assets
•	 Economic impact of the program
•	 Actions to be taken in the immediate future to lay the foundation for a  
 successful and sustainable program

There is a broad agreement that Nigeria has an infrastructural gap. What we 
have done in this report is to look at big countries with populations of 100-
200 million people and figure out where Nigeria fits in the scheme of things. 
This is useful because it gives an idea of where Nigeria will be over the next 
20-30 years amongst the big league of Brazil, Russia, Mexico and Indonesia 
with similar population size. There are a number of things that stand out for 
Nigeria in comparison with the big countries; for instance, the consumption 
of electricity is extraordinarily low and amongst the lowest in the world. It is 
probably the single most important constraint to sustaining strong growth in 
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the country.

What we did in preparing this report 
was to start with the vision 20:2020 
report and the targets included in 
the report. We did not want to invent 
a bunch of numbers so we drew 
heavily on the benchmarks in the 
report. The targets for 2020 are am-
bitious but that is not the point. The 
issue is how to lay a foundation for 
a strong and sustained growth path.  
In the 1960s and 1970s, Korea and 
Taiwan decided they were going to 
have a very aggressive program in 

development including a very aggressive program for infrastructure. The in-
ternational donor community and others said it can’t be done.  Fortunately, 
both countries ignored that and forged ahead. The rest is history as exempli-
fied in the considerable success recorded in these countries. There was a lot 
of effort put into building those foundations and it worked. There is absolutely 
no reason why we can’t have the same experience in Nigeria.

The overall program we have laid out calls for a very sharp increase in invest-
ment in infrastructure. It gets up to 12% of the GDP by the middle of the dec-
ade and tails off to about 10% of the GDP by the year 2020. It is a big push. 
The total investment in the economy goes from about 22% to about 30% and 
it is at that level as we know it from other successful countries that one can 
expect a strong sustained economic growth and with a good infrastructure 
development plan the economy becomes broad based. That is the key result 
for dealing with problems of income inequality that has already been spoken 
about.
The bottom line is that a successful implementation of the program will pro-
duce growth in the non oil economy of 10% a year in real terms.  The total 
cost of the program for infrastructure development over a decade is $350 
Billion. All of this is detailed in the report.

The key issues in putting together this work and laying out the game plan are;
•	 Can a program of this size be implemented?
•	 Can the program be financed?

We have laid out in the report, quite a bit of detail relating to the implementa-
tion issues. In summary, the report makes a point that is absolutely essential. 

Foreground -Dr. Russell Cheetham, 
Consultant AfDB
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And that is if there is to be a successful ramp up of this program, then early 
action has to be taken on a number of capacity building initiatives to create 
the right framework and foundations that will in turn facilitate large flows of 
investment capital from the private sector – domestic or offshore. For exam-
ple, the country does not have at this point a fully consistent set of techni-
cal standards for each of the infrastructure sectors along with environmental 
standards. One of the things needed as a matter of urgency is to put in place 
these standards because we are going to try and mobilize $350 billion of 
investments. We have to have procurement arrangements for a lot of that in-
vestment some of which will be private debt financing. A chunk of it is going 
to require procurement action. It is important that all procurement actions are 
built around a common set of standards. Bringing the standards and putting 
them in place in the country is not a big deal. The ISO9000 standards have 
been around for a long time. The thing to do is that where there are gaps, look 
at the ISO9000 standards, bring them in where appropriate, modify them as 
and when needed but very quickly put in place a complete set of technical 
and environmental standards that will meet the needs of a big program like 
this. Get the ISO to come and provide some technical support or turn to the 
donor agencies to get some of their support. 

A $350 billion program is going to generate a lot of domestic business op-
portunities. The report includes a detailed breakdown of how much capital 
expenditure, civil works, labour services, raw materials, etc, will be available. 
The opportunities are substantial. The issue then is how do we build domestic 
capacity to meet these opportunities? 

We need to look into the arrangement for bringing in private investors. The 
Philippines back in the 1980s and 1990s had one of the largest PPP pro-
grams in the power sector among developing countries.  The expectations in 
the country at the time was that this big investment program will present a lot 
of opportunities for skilled labour especially electricians and engineers. How-
ever, there was no skilled local labour hired by the lead investors because 
at the time, the Philippines training institutions did not have training accred-
itation with international standards like the ISO.  The insurance companies 
associated with the investors were telling the companies that if they are going 
to hire domestic skilled labour that does not meet international accreditation 
standards they will raise their insurance premium on the program. That mis-
take can be avoided in Nigeria if early attention is given to building capacities 
for accreditation for trained skilled labour.

Concerning the financing of the program, a possible plan is to build funding 
around the Sovereign Wealth Fund (SWF). We have done calculations based 
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on oil proceeds of $110 per barrel. We propose that about 40% of the SWF 
be allocated to the infrastructure investment. At a minimum, for every dollar 
the SWF puts on the table, it mobilises a $3 multiplier. If $50 billion is set aside 
to build up the funding arrangements it could contribute to the mobilisation 
of about $150 billion - $200 billion of financing. That is a big chunk of the 
$350 billion needed. Other sources of financing will be direct financing by the 
government. The donor community financing is small in relation to the total. 
We have made the assumption that donors will ramp up their share of total 
donor inflows for infrastructure from about 12% at the moment to about 25% 
and even so, the total donor amount that will be allocated to infrastructure will 
be about $5 billion. This is little in relation to a $350 billion program. Because 
it is small, it is proposed that donor funding be used in the first instance to 
mobilise the technical support and capacity building needs of the program. 
The donors can bring in international experience in these areas from Latin 
America, Asia and Organisation for Economic Co-operation and Develop-
ment (OECD) countries that have had big infrastructure programs. Use the 
small amount of donor money very carefully to bring programs that will help 
in capacity building and technical work. 

The issue of maintenance is very important. We estimate that in Nigeria cur-
rently, $500 million is spent on maintenance for an estimated capital stock 
of $85 billion. Maintenance spending should be in the region of $3 billion-$4 
billion a year and not $500 million a year. Under the program, maintenance 
spending by year 2020 will be $16 billion a year.  As a rough rule from other 
countries and loosely speaking, every dollar that is meant to be spent on 
maintenance that is not spent, means about $3 dollars of capital expenditure 
later on to compensate for lack of the $1 spent on maintenance.

Regarding the economic impact of the program, the full implementation of 
this program will result in non oil GDP growth of about 10% a year. It will have 
broad base and inclusive development, leading to significant reduction in the 
incidence of poverty in the country. With 10% growth in the non oil economy, 
rough calculations suggest that the 2010 number of 68% of population at a 
$1.25 per capita will come down to 50% in 10 years. The 10 years after that 
will bring down the incidence of poverty to about 30%. This will be a very sig-
nificant reduction in the incidence of poverty in the country driven by broad 
based investment in infrastructure.

Can the 2020 target be met? The bottom line is that the Nigerian economy 
will hit $900 billion by 2022 but will hit the $4,050 per capita margin by 2020 
which is close to meeting the target of vision 20:2020.
A quick comment on export credit financing. There may be a tendency to 
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go out and secure export credit financing for capital goods from different 
countries under bilateral procurement but you have to be careful to avoid var-
ied technical standards. Otherwise it will be difficult to maintain the different 
standards 10 years from now. It is important to have a coherent approach but 
use some technical standards to set the rules of the game so that the goods, 
equipment and materials comply with the domestic standards. 
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SESSION 2 
Infrastructure and Finance Option

Moderator: Prof. Mthuli Ncube, Vice President and Chief Economist, AfDB
3.1  Dr. Haron Sirima, Deputy Governor, Central Bank of Kenya  
 

Regarding privatization, apart from having a vision to guide the develop-
ment agenda of the country it is important to identify the key sectors for 
privatization in order to fill the infrastructure gap.  In the case of Ken-

ya, we identified key sectors namely, Energy, ICT and Transport and within 
these sectors we went further to identify flagship projects. They are flagship 
because they have high economic and social impacts on the economy. In 
terms of financing options we felt that resources have to be raised internal-
ly. Kenyans must drive their development agenda. That was different from 
the practice in the past in the sense that less emphasis was put on donor 
financing.  Apart from enhancing the resources and mobilization through tax 
revenues, it is possible to have the citizenry place their surplus funds on the 
instruments which are issued by the state to finance development.  Around it 
is the need to develop the domestic debt market. You cannot mobilize funds 
if you have undeveloped domestic debt market. We deliberately put in place 
specific interventions to do that.

The interventions are;
1. To make institutions work
2. To have a technical and transparent policy and strategy to achieve that.
Today we have the Medium Term Debt Strategy (MTDS) which clearly guides 
government borrowing plan annually. The strategy  is approved by Cabinet 
and presented to parliament for scrutiny and approval. For every shilling the 
State borrows, the purpose is fully disclosed.
How it is done and the players:
1. The National Treasury prioritizes the projects. The projects are included  
 in the budget approved by parliament
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2. The issuer of the debt – in this case it is the Central Bank of Kenya
3. The market leader’s forum brings together the private sector players  
(commercial banks, the pension funds, insurance funds) to discuss the na-
ture of instruments to be issued. 
What the private sector demands from the public sector is full disclosure of 
information on the projects, in particular whether the projects are included in 
the budget.
This innovative approach where the private sector is brought in to partner 
with the public sector has yielded intended good results.  In terms of out-
come, this program has been able to issue infrastructure bonds worth about 
$1.5 billion to finance projects that have been prioritized within the national 
development agenda.  We have been able to issue instruments that are long 
term in nature (12 years in terms of maturity), and this instrument is traded 
in the Nairobi Securities Exchange. While enhancing the domestic market, it 
has acted as a benchmark bond for other actors to issue similar instruments 
to finance infrastructure.

3.2  Dr. Abraham Nwanwko, DG, Debt Management Office, 
 Nigeria

I want to focus on Nigeria’s readiness in terms of public debt management. 
Nigeria has a bond market. The market was resuscitated in 2012 after an 
eighteen years period of being moribund. Between 2005 and 2012 at least 
20 companies have taken advantage of the primary and secondary markets 
developed to issue long term bonds.  This has led to the endorsement by in-
ternational independent analysts (J.P. Morgan and Barclays Capital) and the 
International Finance Corporation implicitly taking advantage of the Nigerian 
market to issue their own naira denominated bond. 
Indeed we have a market that can issue infrastructure bonds but by who? 
Firstly, I get a little jittery when there is talk about government contributing a 

Cross Section of Participants Cross Section of Participants
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minimum of 52% of the estimated cost and much of it from borrowing. I will 
like to emphasize that those behind that plan should look closely at what 
components of the infrastructure plan are commercially viable. The ones that 
are commercially viable should be pushed as much as possible to the private 
sector.

Secondly, how deep is the bond market? Structural investment analysts 
should do an estimate to determine how deep it is. In the next two to three 
years, how much can be raised from the Nigerian bond market for long term 
infrastructure funding? These are issues we need to understand.

At the international capital market in 2011, we opened the window and issued 
a 500 million USD ten-year bond successfully. In 2013 we issued another 500 
million USD 5-year bond and 500 million USD 10-year bond. This means that 
Nigeria has three benchmark bonds in the international capital market.
That opens a window for the Nigerian private sector in particular to issue their 
own bonds. It is important to say that in going to the international capital mar-
ket, we have done two successfull issuances on which we should build on. It 
makes us comfortable and confident that it is possible for Nigerian corporate 
bodies to issue long term bonds in the international capital market. We told 
the Nigerian story very passionately and convincingly and it stuck. The depth 
of the information provided is unassailable when you look at our prospectus. 
That is why we have 191 independent fund managers from all over the world 
trying to get a piece of the Nigerian bond.

The challenge now is ensuring that the appropriate institutions and agencies 
structure the appropriate project models that can take advantage of these 
opportunities. 

3.3  Ms. Arunma Oteh, DG, Securities and Exchange 
 Commission,  Nigeria

We have looked at the figures that have been projected for infrastructure 
development over time and there is no way government alone can tackle 
funding in infrastructure, it is almost impossible. Where is the money going to 
come from? The capital market presents an answer.

Over time, 18 states in the federation including the Federal Government have 
borrowed over $3.5 billion from the capital market and that tells how much we 
have gained from reforms in the capital market. Lagos state in particular has 
been the shining example. 
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I will like to say that Special Purpose Vehicles (SPVs) are needed for the de-
velopment of infrastructure in the country and SEC is insistent on diligence 
within the bond market. There is emphasis on States borrowing in the mar-
ket. To avert the misuse of funds, the SEC carries out a post inspection on 
the state governments and we also do an inspection through the life of the 
projects. By this we are trying to give confidence to investors and Nigerians 
about the fact that we are going to be much more rigorous and more de-
manding of those who come to the capital market. 

The pension funds have also indicated that infrastructure is one of their areas 
of focus. There is about $20 billion pension money in Nigeria that needs to be 
considered for infrastructure development. However, they are not seeing the 
kinds of instruments that will enable them invest in infrastructure. One of our 
mandates at the SEC is in market development, to try and support the market 
in creating those instruments. As a result, last month we approved our first in-
frastructure fund to the tune of $100 million called the Nigerian Infrastructure 
Investment Fund which was sponsored by ARM, one of the pioneer pension 
fund managers.

The Islamic financing window which has just opened is also critical in this 
regard. Government has just approved the Sukuk bond transaction and we 
are hoping that it will be useful.

Another area we are focusing on is on securitisation. Part of what we are do-
ing now is to ensure that by the end of this year, we are able to issue securiti-
sation rules. It will help support banks so that they can broaden their lending 
in terms of mortgages. 

Finally, whether it is domestic or international investors, Nigerian assets are 
being asked for. What we are responsible for is the provision of a collection 
of instruments. However, we need to work harder on a regulatory framework. 
We also believe that donor agencies can play further roles in credit enhance-
ments.

3.4  Mr. Uche Orji, CEO, NSIA Nigeria

The mandate of the Nigeria Sovereign Investment Authority (NSIA) is a little 
bit more robust than what you will find in some other SWFs. Most SWF usually 
have two mandates – savings and stabilisation mandates. The Nigerian one 
in addition to the two has an infrastructure investment mandate which makes 
it unique. The good news is that the law makes it clear what each of those 
funds will do. However the size and scope of the challenge ahead is much 
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more significant.

The Nigerian Investment Authority is one of five sovereign wealth funds to 
ever start with a billion dollars. Most funds started with much smaller amounts. 
Take for instance the Abu Dhabi fund currently standing at $650 billion, it 
started with less than $100 million in 1976. Singapore started with $300 mil-
lion in assets, today it stands at $250 billion. Even Norway that has $760 
billion and gets $1 billion a week started with under $300 million in 1998. The 
point here is not how you start but the consistency and how you grow over 
time. The start of the Nigerian SWF therefore is not inconsequential.

In terms of how we want to engage in the world of infrastructure, we see our-
selves playing the roles not just as investors but also as sponsors and co-de-
velopers. Taking from what the Director General of SEC has said, I agree 
credit enhancement has a great role to play and one of the challenges that I 
have seen since I took up this role is project development and that is where 
the challenge lies.

We have had to step back to play more of that role and this is part of why our 
commitments are a little bit delayed but we are a couple of months away from 
our first commitment, this is because most of the time we have had to spend 
a  lot of time on project development.

My board and I had sat down and decided to dedicate 1.5% of the total size 
of our infrastructure fund for project development as an investment which we 
will hopefully recoup when the project gets to financial closure.

We had to look back into projects and restart the entire project process due 
to inadequate preparation of project proposals. By the end of this week we 
will publish guidelines as to how you the SWF is to be engaged.

Many of you have come to us asking for guarantees. The sovereign wealth 
fund cannot provide guarantees by law. However, I know that this is important 
and we have kick-started some early conversations on how to provide some 
sort of credit enhancement which I believe will be attractive to the pension 
funds. We have seen many options in several countries like mono-line insur-
ance; we have started conversation with some private sector participants to 
examine this.

A few things as to how we intend to participate include; 
1. Our reporting currency is the US dollar and the returns expectations are 
also benchmarked in the US dollar. The sovereign wealth fund is a business 
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and we will earn returns that will keep the business sustainable. We are ex-
pecting minimum returns benchmarked in the US dollar term of Consumer 
Price Index (CPI) plus 5% per annum. It is not too significant to discourage 
development but high enough to sustain investment.
2. We have had to step back on the focus areas of the SWF and our focus 
areas obviously include agriculture, health care, mass housing, power, avia-
tion, road and rail transportation. Our wish list is longer than that but these are 
the earliest areas we decided to focus on at the SWF.
Like I mentioned earlier, we are a couple of months away from our first com-
mitment and hopefully we can use this as a test case for how the sovereign 
wealth fund will be paid.

In terms of how we see our role as catalyzing and mobilising counterpart 
funding, the controversy about the sovereign wealth fund is high but the ex-
pectation from the external world is much better and we have had so much 
support from people who want to work with us in providing counterparty fund-
ing. The idea is very simple; we will create an SPV for which we will invest and 
attract other parties to invest and that SPV then gets leveraged.

The difference between the sovereign wealth fund and other funds is that ex-
pectation of accountability is very high and processes must be put in place. It 
took us a little bit longer to set up these processes because of all the contro-
versies that surrounded setting up the Fund. But we have gone past that now. 
It has been a wonderful experience and when I look back at other countries 
that have been my clients, I recall that most of the countries that have set up 
sovereign wealth funds started when they had economic challenges. Many of 
us forget what it was like for Abu Dhabi when they set up a sovereign wealth 
fund in 1976. It was a very poor country. I think that we must do this for the 
sake of the future of Nigeria and a fund like this must be made to work. Again, 
social infrastructure will be invested in by the NSWF.



AFRICAN DEVELOPMENT BANK22

SESSION 3 
Structural Transformation 

and Inclusive Growth: 
Presentation made by the Centre for the 

Study of the Economies of Africa (CSEA) 
       By Olumide Taiwo 

Moderator: Dr. Steve Kayizzi-Mugerwa - Director, Research, AfDB

4.1 Executive Summary

4.1.1 Background

This paper seeks to establish a concrete case for structural transforma-
tion of the economy, lay out a vision of the transformed economy that 
takes the country’s endowment and history into account, examine the 

direction, strength and weaknesses of the Transformation Agenda as well 
as previous efforts to transform the economy, and provide actionable rec-
ommendations for progress toward the realization of the Vision 20:2020 and 
accompanied short-term Transformation Agenda.

The goal of the Transformation Agenda (TA 2011-2015) is broadly to tack-
le the problems of infrastructure deficit, rising recurrent expenditure, rising 
income inequality and high poverty and unemployment rates, and lay the 
foundation for high levels of economic growth and development necessary 
to achieve the long-term targets of Vision 20:2020. It is designed to build on 
the foundations of the First National Implementation Plan (2010-2013) which 
is the first of three medium-term plans for achieving per-capita income of at 
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least $4,000 and GDP of not less than $900 billion, which will place Nigeria 
among the 20 largest economies in the world, by  2020.  
Prior to the TA, the economy recorded impressive growth and gains in di-
versification away from oil and gas beginning from year 2000. Indeed, GDP 
growth during 2006-2010 averaged 6.7 percent per annum and was driven 
by a combination of non-oil sector growth of 8.9 percent and oil sector growth 
of negative 2 percent. The combined share of agriculture and industry in 
GDP fell from 73 percent in the preceding decade to 67 percent during 2000-
2010 putting the economy back to its structure in 1960. Inclusive growth re-
mained elusive as unemployment hovered around 13 percent between 2000 
and 2007 but rose to 21 percent by 2010. Although poverty fell from 78 per-
cent in 1996, it remains high at 69 percent in 2010.

The progress continued under the TA (2011-2050). Real GDP growth aver-
aged 7.01 percent, non-oil sectors exceeded their growth targets, and the 
combined share of agriculture and industry in GDP fell to below 60 percent. 
Despite the strong growth, unemployment increased from 21.1 percent in 
2010 to 27.4 percent in 2012 and poverty rate remained around 69 percent. 
In addition, crude oil and natural gas accounted for over 95 percent of export 
earnings and contributed more than 85 percent of government revenue, up 
from 94 percent and 70 percent respectively in the previous decade, leaving 
the economy more vulnerable to crude oil price and demand shocks than in 
the past.

4.1.2 The Case for Transformation

Recent developments in the international oil markets pose substantial threats 
to the sustainability of the country’s financial position that rely heavily on oil. 
There are predictions that the United States, the largest consumer of Nige-
ria’s crude oil may become the world largest oil producer by 2020. Key oil 
consumers including China and Brazil also hold substantial shale oil depos-
its. Thus, the present level of dependence on oil revenue for government 
finances is unsustainable. It is also clear that a youth unemployment crisis, 
perhaps a “Nigeria Spring,” may be looming if job creation continues at the 
prevailing rate. To avoid a disaster and reap a demographic dividend, the 
economy needs to be transformed.

Achievement of the Vision 20:2020 requires sustaining and improving on the 
recent strong economic growth performance and moving the economy to-
ward high productivity non-primary sectors as well as high value-addition 
components of all sectors. It is pertinent that the economy undergoes struc-
tural transformation, guided by lessons from countries with similar character-
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istics that have successfully transformed their economies.

4.1.3 Performance and Structure of the Economy

The economy was most diversified in the 1970s when building and construc-
tion, wholesale and retail as well as services sectors expanded relative to 
the 1960s and recorded their highest shares of GDP. The oil boom of the 
early and late 1970s accounted for a drastic increase in the industry share 
of the economy and supported expansion of other non-agricultural sectors 
through infrastructure investments. There was hardly any attempt to diversify 
the economy during the 1980s and 1990s (the “lost decades”) as agriculture 
and industry (dominated by oil and gas) accounted for 73 percent of GDP in 
both periods.

Agriculture share of GDP increased from 37 percent in 1999 to an average of 
42 percent during 2002-2012, and non-oil share of GDP increased generally 
over the period. Although there is evidence of gradual diversification, the 
economy is slightly more resource (oil & gas) and commodity (agriculture) 
oriented now than in the 1960s: the combined share of crop production and 
crude oil in GDP which was 48 percent in the 1960s increased to 50 per-
cent during 2011-2012. Crude petroleum alone accounted for 93 percent of 
the total industry value added, amounting to 21 percent of total GDP during 
2000-2010 and placed crude oil as the second most important contributor to 
the economy, next to crop production. These shares fell to 76 percent and 14 
percent respectively during 2011-2012 as a result of pipeline vandalism and 
oil theft rather than deliberate attempts to diversify away from oil. 

Manufactured goods dominate Nigeria’s imports from the rest of the world, 
a stark reflection of the ailing manufacturing sector. The United States and 
China are the dominant sources of imports. China is presently the dominant 
supplier of Nigeria’s imports, especially manufactured goods while the Unit-
ed States and Netherlands remain the country’s major sources of primary 
commodities and other petroleum related products.

Non-oil exports accounted for 78 percent of total exports in the 1960s, down 
to 9 percent in 1970s and further down to 3 percent in the 2000s. Petroleum 
and related products remain Nigeria’s major export to the ECOWAS region, 
accounting for more than 85 percent since 1997. However, there has been a 
noticeable increase in export of manufactured goods to the region. ECOWAS 
is the major consumer of Nigeria’s export of manufactured goods.

Trade liberalization within the ECOWAS region provides Nigeria with the op-
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portunity to extend its market beyond domestic borders and strengthen re-
gional integration efforts along product lines. While the noticeable increase 
in export of manufactures to the region provides an indication of a larger 
market for the country’s manufactures, it is also pertinent that the agricultural 
transformation and industrialization components of the Transformation Agen-
da take into account the characteristics of the regional market in selecting the 
areas of comparative advantage to promote. 

There has been an economy-wide decline in capital-labor ratio since the 
1980s and the infrastructure deficit remains the principal disincentive to in-
vestment in physical capital. High cost of capital, high cost of energy, and 
high cost of operation associated with the poor state of infrastructure are the 
major impediments to investment in physical capital.

Government consumption as a percentage of real GDP that averaged 5 per-
cent during 1981-2000, fell to 3 percent in 2003, rose astronomically to 14.5 
percent in 2004 and further to 33 percent in 2008 and slightly down to 30.7 
percent in 2011. The rising rate of government consumption of final goods 
and services is a reflection of the bloating of government which is not con-
sistent with efforts to curb recurrent expenditure and maintain a culture of 
prudent public financial management.

In contrast to global trend of slowing population growth rates since the 1990s, 
Nigeria’s population growth increased from 2.38 percent in 2000 to 2.52 per-
cent in 2011, driven by rural northern part of the country. Total Fertility Rate 
(TFR) is higher in rural north and increased most in the same areas. The 
increase in TFR is driven in a large part by increase in child mortality, sug-
gesting a worsening of public health services in the north.

Nigeria is a young country where about 63 percent of the population is young-
er than 25 years. Estimates suggest that the economy needs to create 15 mil-
lion new jobs by 2020 in order to reap the “demographic dividend” (Bloom et 
al., 2010). Failure to achieve this raises the risk of social unrest as the youth 
population continues to rise. 

The share of total employment in agriculture decreased from 68 percent dur-
ing 1970-1979 to 52.7 percent in 2000-2008. But this reduction of agricultural 
workforce is not being absorbed into manufacturing. Rather, it is the services 
sectors that are absorbing increased share of labor. Overall, youth unem-
ployment, defined as unemployment among the labor force aged 15-24, is 
the single most important driver of the nation’s unemployment problem. More 
importantly however, because national unemployment is increasingly driven 
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by rural unemployment, youth unemployment is also more of a rural problem 
than urban. Youth labor, is gradually shifting into rural areas where infrastruc-
ture and economic activities remain underdeveloped. This justifies the need 
to pay more attention to the rural areas.

4.1.4 Structural Transformation Lessons and The Way Forward

The difference in performance between Southeast Asia and Sub-Saharan Af-
rica is particularly evident in the contrasts between Indonesia and Nigeria, 
countries regarded as regional economic giants in their respective sub-re-
gions and share similar experiences. The two countries are both endowed 
with large populations, ethnic and cultural diversities, similar political history 
and political systems, similar climates and natural resource endowments – in-
cluding crude oil reserves. Also, they share the “misfortune” of experiencing 
long periods of military governments and rank closely in terms of corruption.

Nigeria’s economy grew at 4.6 percent compared to Indonesia’s 2.5 percent 
and achieved per capita GDP of almost one and a half times that of Indone-
sia during the 1960s. However the table began to turn badly from the 1970s. 
While the Indonesian economy grew at an average of 6.5 percent between 
1971 and 1990, the Nigerian economy grew at merely 2.8 percent in the 
same period. Poverty rate in Indonesia declined from about 60 percent in 
the 1970s to a mere 14 percent in 1996. In contrast, poverty rate in Nigeria 
increased from less than 30 percent in the 1970s to 66 percent in 1986 and 
further to 78 percent in 1996. 

In the 1960s, both Indonesia and Nigeria were agrarian economies with their 
agricultural sector contributing 46 percent and 57 percent to GDP, respec-
tively. By the 2000s, industrial production dominated Indonesian economy 
while the Nigerian economy remained dominated by agriculture. Indonesia is 
presently ranked as the 15th largest country in the world with GDP of $1.125 
trillion in 2012, which is three times Nigeria’s GDP in the same year. Also, 
unemployment and poverty rates in Indonesia were 6.7 percent and 12 per-
cent, respectively. This is in contrast to Nigeria’s unemployment and poverty 
rates of 24 percent and 62 percent, respectively. The pathways were clearly 
different.

Indonesia pursued a development strategy focused on rural development; 
prioritized rural infrastructure and agriculture support through National De-
velopment Plan (1969-1974) that allocated 30% of capital budget to agri-
culture; and commitment was sustained in subsequent development plans. 
They also pursued systemic devaluation of the rupiah during the oil boom era 
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plus other export promotion strategies. They placed little or no restrictions 
on private sector investments, especially in foreign investments. As a result, 
agricultural productivity and value chains spurred labor intensive manufac-
turing in the 1970s.

In contrast, Nigeria pursued a development strategy focused on industriali-
zation and urban infrastructure; emphasized food sufficiency without the re-
quired rural infrastructure. The NDP (1970-1974) allocated only 10% of total 
budget to agriculture; the share of which fell to 6% in NDP (1975-1980). The 
country maintained the exchange rate despite overvaluation during the oil 
boom plus import substitution strategies, and pursued indigenization of for-
eign-owned enterprises under 1972 decree. As a result, agriculture growth 
was negative for most part of the 1970s and the economy shifted to oil explo-
ration as mainstay.

The overarching philosophy of the Transformation Agenda is to develop infra-
structure and create sound macroeconomic environment for industrial devel-
opment, and invest in the production of skilled and healthy workforce that will 
provide the required labor. However, instead of a rural focus, the Transforma-
tion Agenda is urban-biased. For example, the prominent priority of the pow-
er sector is to provide electricity in major cities and industrial areas while the 
transport sector priorities focus exclusively on major inter-city and inter-state 
roads and bridges. With hindsight, the Transformation Agenda looks similar 
to the second and third development plans of the 1970s in light of allocation 
of resources. 

The lesson from the Indonesian experience is that a clear focus on rural de-
velopment with emphasis on agricultural productivity, value chains and the 
supportive rural infrastructure could unlock the potentials of the sector to 
spur industrialization. Urban infrastructure projects should focus on creat-
ing new cities to avert explosion of urban slums. There is need for renewed 
focus on skill development, research and development and improved gov-
ernance of universities and research and extension institutions. Government 
should create incentives for the financial services sector to provide capital to 
entrepreneurs in agriculture in order to support the vision of the agriculture 
ministry to transform agriculture from a development-oriented sector into a 
business sector.
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SESSION 4
 KEY DRIVERS OF STRUCTURAL 

TRANSFORMATION IN NIGERIA
5.1  Dr. Akinwunmi Ayo Adesina, Honorable Minister, Federal  
 Ministry of Agriculture and Natural Resources

First let us talk about what was not going well before. Initially, Nigeria was 
running a unimodal economy in which it depended solely on oil. With the 
discovery of shale oil and gas in other countries, it means the economy 

cannot continue on that trajectory. The economy therefore has to be diversi-
fied.

Secondly, what was also not going well was that Nigeria was using most of 
its income from oil to import food. We were spending money on what we 
should be producing. Nigeria which was a global player in major commodi-
ties (groundnuts, oil palm, and cotton, cocoa) in the 1960s lost that position 
to other countries.
We transited therefore from being a self sufficient country in food production 
to importing food. It made no sense. It makes no sense for the following rea-
sons:
We have abundant amount of arable land. Nigeria has 84 million hectares 
land. No more than 40% is actually cultivated. If it is looked at in terms of opti-
mal use whether in terms of the use of mechanization, seed or fertilization, not 
more than 10 per cent of it is actually utilized optimally. We also have several 
rivers that are not optimized. Nigeria therefore has potentials, but potential is 
not eaten. It has to be turned into real income streams. 

A structural shift therefore became very important because we had transited 
to becoming a country spending $11 billion importing basic things like fish, 
sugar, rice, and wheat.  



HIGH LEVEL POLICY DIALOGUE 29

 When the President came on board and I was appointed as Minister we de-
cided that we had to actually make agriculture become once again the centre 
piece of the economy. We had to reduce imports, create jobs and revamp the 
rural areas. Agriculture has a huge multiplier effect of creating jobs all over 
the country.

In this regard we decided to end a number of things:
1. Agriculture is not a development activity; Agriculture is a business and 
should be used to create wealth
2. Government should not be running agriculture; what we have now put in 
place is government enabled private sector transformation of the agriculture 
sector.
3. The other step that we have taken is that we ended this approach of se-
ries of projects where development partners run projects here and there. We 
said no, we won’t be doing that anymore because it doesn’t really add up to 
much. We set for ourselves clear targets that we will add to our domestic food 
supply of 20 million metric tons of food by 2015 and replace a lot of items like 
rice. We have also set out to create 3.5 million jobs.

Achievements:

1.    Fertilizer Reform: For 40 years, government supposedly purchased, 
sold and distributed fertilisers in this country but it never got to the farmers. It 
was like a pipe taking in from one end and letting out at the other end. What 
was clear was that no more than 11% of the farmers were getting fertilisers 
that were being distributed. Essentially, government was subsidising not the 
farmers but corruption and so you have a system where people were actu-
ally round-tripping fertilisers and also selling seeds. This wasn’t serving the 
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needs and the productivity of agriculture was going down even as expendi-
ture of government on agriculture was rising. It took us about 60 days when 
we started and by the end of 90 days we had cleaned up the corruption of 
40 years. So we took government out of the distribution system. We created 
a comprehensive database of farmers in the country using mobile phone 
technology. We now have a total of 14.2 million farmers registered with their 
biometrics captured. The information we have on them is enabling us meet 
their needs better. 

2.    Seed Supply Reform: The practice in the past was that companies 
would go into the market, buy seeds and supply to the government. Again 
we had to clean that up within 60 days.  Today the seed companies now sell 
directly to farmers. Previously there were 11 seed companies. Presently there 
are 70 seed companies, all responding positively to government reforms.

3.    Access to Finance: In the past, no more than 2 percent of the total 
portfolio of banks was actually going to agriculture-the biggest sector. We 
then set up a financing facility. That facility was a risk sharing facility that 
was meant to reduce the risk of commercial banks lending to the agricultural 
sector. That facility is $350 million. The banks were initially averse because a 
number of value chains needed to be in place. This year the banks now have 
some level of confidence and have lent about N12.4 trillion to the sector.

4.    Marketing: Nigeria had no institutions around these markets. The mar-
kets were poorly organized with high transaction costs and embedded risks. 
We have decided to fix this by: a) setting up marketing corporations that will 
be run by the private sector (the value chains); and b) setting up a world 
class agricultural commodity exchange 

5.    Import Substitution Policy: For instance, Nigeria was spending $7 
million a day importing rice. This was technically depreciating the naira and 
importing inflation that was not helping the economy. Last year we set up a 
policy to be self sufficient in rice by 2015. The total amount of rice to be suf-
ficient in 2015 is 3.5 million metric tons. Last year alone we added 1.7 million 
metric tones to the existing supply. We are now working to fix the issue of pro-
cessing to develop world class capacities that will compete with the best in 
the world. That is why we are working with the African Development Bank and 
World Bank to achieve this. The structure of cassava production is also being 
changed. We are producing high quality cassava flour that is being used 
to replace some wheat that has been majorly imported in the past. Huge 
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savings have been made as a result of this policy implementation. Nigeria 
is the largest producer of cassava in the world but has almost close to zero 
percent in terms of global value addition compared to Thailand, Brazil, China 
and others.   We are spending N635 billion a year importing wheat. How are 
we going to pay for that and all these high consumption goods? We decided 
we are going to change that with high quality cassava flour to replace some 
of the wheat that we import. People complained about cassava flour in bread 
but at 20% substitution and at commercial level we save ourselves N254 
billion every year which is then ploughed back into the hands of our farmers 
and local bakers. Today, we have several major bakeries in the country using 
cassava flour to replace some of the wheat that we were importing. Again, 
that shows the role of government in stimulating the sector. In addition to this, 
the President just approved a N10 billion fund for us to train our master bak-
ers and make sure they have the equipment they need to be able to produce 
cassava bread and other confectioneries. We are adding value to what we 
have and that is what every African country should do. 

6.   Infrastructure: Infrastructure density across the agricultural sector is 
very weak and it is very costly to cover everywhere. So what we have done 
is to set an infrastructure framework called Staple Crops Processing Zones. 
They are like export processing zones except that they are transposal. We 
are using them to reduce the level of dependency on import and also reduce 
the level of losses recorded in rural areas which could be as high as 45%. 
Within these zones we are attracting the private sector to invest. The African 
Development Bank and World Bank are supporting us in this effort. Within 
those zones, as value is added, we are upgrading water, power and roads.

7.    Land: Land is crucial. The President has decided that land should be 
taken out of the constitution so that citizens can have their own land titles that 
can be used as collateral for borrowing purpose locally and internationally.

8.    Insurance for Agriculture: The insurance market is segmented heavily 
against agriculture. Government used to have the monopoly. In today’s mar-
kets, the insurance market is liberalized and this is one of the key policies we 
are driving so that players in the sector has options.

9.    Investment:  In the last year we have been able to attract $8 billion in 
investment commitment from major companies in the world. This has been 
possible because those companies see an opportunity and good govern-
ment reforms.
In aggregating, let me say that when we started, we said we were going to 
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reduce our dependence on imported food. We set a target for ourselves in 
the first year that we will reduce that by N320 billion. Well, we reduced it by 
N857 billion in our first year. Now, the cost of importation of wheat, rice, sugar 
and fish which was standing at $11 billion when we started went down at 
the end of 2012 to $8 billion. That is $3 billion in savings. I want us to realise 
that in agriculture we don’t create jobs where people are riding Mercedes 
Benz cars around the city. It is a pyramid and most of the people who are 
unemployed can depend on agriculture because you have to plant, weed, 
thresh and transport. That is how you create jobs in agriculture. So far, we 
have done about 2 million jobs in that particular area because of the intensity 
we had applied. In summary, I believe that we must reposition agriculture at 
the centre of this economy to create the resilience to go forward. Structural 
transformation in Nigeria’s economy is very crucial. Agriculture, I believe, is 
where our future should be but not as it used to be, rather as a business to 
unlock the potentials.

We cannot achieve the desired structural transformation unless we get to the 
biggest sectors. Agriculture contribute to over 40% of the GDP and 60% em-
ployment, therefore and unless the sector is restructured, that shift in terms of 
long term infrastructure transformation will not be seen.

As a country that wants to grow, we have to spend money on Research and 
Development. We have decided that we are going to restructure the Agricul-
tural Research Council of Nigeria to become a top-notch centre like the one 
in Brazil. We have been working with the World Bank and the Bill and Melinda 
Gates Foundation on this. 

In conclusion, a government enabled private sector-led transformation will 
yield the necessary results.

5.2  Mr. Olusegun Aganga, Honorable Minister, Federal Ministry  
 of Industry, Trade and Investment, Nigeria 

In the discussions so far there have been recurring themes; import substi-
tution, value chains, value creation and trade enablers. There is a link to 
all of these and you find that globally, Africa’s contribution to world trade is 
only 3 percent. The reason for this is that Africa has for decades remained 
at the bottom of the value chain. Africa has for many years relied entirely on 
exporting raw materials. This is why structural transformation across board is 
necessary. When you look at the Manufacturing Value Addition (MVA), Africa 
contributes less than 1 per cent globally. History shows that no country in the 
world has managed to move from a poor to a rich nation by relying entirely on 
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exporting raw materials and without having a strong industrial and services 
sector.  There has to be emphasis on production in terms of value addition 
and the export of semi or completely processed food products.

Nigeria is however now transforming from a country that exports raw materi-
als to a country that produces and that is why we have developed the Nige-
rian Industrial Revolution Plan. This is based on sectors where Nigeria has 
comparative and competitive advantage. These are areas where Nigeria can 
become number one in Africa and top ten in the world. For instance, we have 
had huge success rate in cement production with the backward integration 
policy. In 2002, Nigeria only produced 2 million metric tons of cement. Today 
it has installed capacity for 28.6 million metric tons. Demand is however just 
20 million metric tons. For the first time ever cement has been exported in 
the first quarter of 2013 saving more than N230 million. Numerous jobs have 
been created in the process and more than $6 billion in investments. 

With regards to oil and gas in another instance, it is about the end product 
and the competitive advantage. The gain is no more about the raw material 
anymore. It is about petrochemicals, fertilizers plants and methanol plants. 
For the first time ever, Africa finds itself in a unique position where more than 
50 percent of foreign investments are coming to emerging markets. Africa 
is in a high return, high growth environment compared to other developing 
economies grappling with domestic issues.

5.3  Prof. Mike Obadan, Department of Economics, University of  
 Benin 

The economies that have developed, are developing or structurally trans-
formed and are members of the league of top 20 economies of the world 
have achieve transformation that has particular features and regular patterns 
which seem to be quite different from what we are promoting in our country. 
Essentially, structural transformation is the process of reallocation of econom-
ic activities across sectors of the economy (agriculture, industry, services 
and broad sectors of the economy). Structural transformation is both a cause 
and effect of economic growth. When an economy is structurally transformed, 
three features are readily discernable.

1.    A declining share of agriculture i.e. value added agriculture in the GDP.  
       A declining share of agriculture in total employment 
2.    Secondly, if it is a developing country, a rising share of value added in     
        manufacturing perhaps followed by a hump and then probably a decline.
3.    The value added share of the services sector as well as the employment 
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share also rises. In other words, in such economies, the expectation is not that 
agriculture should be the sponge of labour. The expectation is that the share 
of agriculture employment should decline but at the same time productivity 
in agriculture must increase many folds, not through more people going into 
agriculture but through technology, innovations and high quality investments. 
In a situation whereby in Nigeria we are preaching that our unemployed youth 
should be galvanized to go into agriculture; this will bring about a situation 
whereby we have more and more people in agriculture and then the capital 
labour ratio in agriculture which has been going down will further go down. In 
other words we’ll have a situation whereby the poverty reduction goal we are 
planning in the area of agriculture may not materialize.    

The factors that drive attitudinal transformation in Nigeria are firstly the poor 
quality of economic growth. In the last ten years we have had an average 
growth rate of about 6.2% which is reasonably high by other country stand-
ards but the quality of growth is very low and that is the reason why growth 
is increasing and the poverty and inequality incidences are also increasing 
with few jobs coming in.

Secondly, the productivity of agriculture is very low, maybe the intervention of 
the present administration is probably yielding some dividends but it is very 
well documented by agriculturists in Nigeria that productivity level in agricul-
ture is much lower in Nigeria when compared with industrialised countries. 
Productivity is not rising enough, if it were, we expect that output will increase 
in absolute terms and you will need very few people to remain in agriculture. 
If that happens, there will be structural transformation. Those who leave ag-
riculture will be expected to go to the manufacturing sector. Manufacturing 
is also supposed to grow along with highly productive services, but what 
has happened today is that there is a lot of migration from the rural areas 
today out of agriculture. These people are not going into manufacturing but 
low productive informal services sector and this has led to a situation where 
poverty incidence is being perpetrated in rural areas and also in parts of the 
urban sector.

The oil and gas sector from available statistics has been contributing nega-
tively to the growth rate but it is still critical in providing revenue and foreign 
exchange to drive what goes on in the rest of the economy. Now, the infra-
structure support for structural transformation is very poor and the picture 
has been clearly painted. The role of power has been emphasised. If there is 
no power there can be no meaningful transformation in the industrial sector. 
The level of investment in Nigeria today is very low because the rate of capital 
formation is less than 10% and in the last 10 years it has averaged about 9%. 
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The rate of investment is so low that even the rate of national saving cannot 
be absorbed and very importantly, the quality of public investment is very low 
and one of the reasons is the level of corruption.

The inefficiency in public spending is reflected in very high incremental cap-
ital output ratio in the country compared to what you have in many other Afri-
can countries. It is a situation whereby a unit of public investment generates 
very small units of outputs compared to what you can get in other African 
countries.

The issue of good governance that is very critical to structural transforma-
tion not happening the way we expect and the major reason is high level of 
corruption and indiscipline in the society. With all these factors, negative and 
positive, you find out that there is motion but no movement with respect to 
structural transformation.

Macroeconomic policies support structural transformation in the following 
ways.
•	 A stable economic policy regime is crucial for meaningful investment. In 

the area of fiscal policy, we need fiscal policy that will encourage the pri-
vate sector to engage in investment. One of the things that private sector 
operators complained about is multiple taxes that do not encourage in-
vestment and if the private sector will have their way, they will also want 
a lower corporate tax, much lower than the 30% we have today.

•	 Monetary policy that will encourage borrowing money at reasonable 
rates and not at the rate of over 20% provided today is necessary. A 
high rate is not healthy to structural transformation and not healthy to 
investment.

•	 Trade policy regime that is required is one which will enable them have  
access to inputs that are not produced in the country and trade poli-
cy  regime that does not ensure that the products being produced are 
out-competed by products from China and other places or produced 
under much favourable environment and imported into Nigeria freely.

•	 The kind of exchange rate regime is the one that will be stable and per-
haps, if it will appreciate a little more, it will still be much more favourable 
to them.

Going forward, the following are some specific suggestions.
•	 The government must muster the political will to effectively deploy all 

resources to improve productivity in the agricultural sector and acquire 
the capability to produce more sophisticated higher value goods as well 
as revive the manufacturing sector.

•	 The need to modernise small-holding agriculture and its integration into 
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the agric business chains.
•	 Stepping up of rural development and productivity in agriculture through 

adequate public investment in rural infrastructure and social services, 
agricultural technology generation and dissemination as well as agricul-
tural innovation. Public expenditure in agriculture should be in line with 
the Maputo declaration by African heads of state in 2003 that not less 
than 10 percent of public expenditure should go to agriculture but we 
have never achieved that, even in the transformation agenda, it is 6%.

•	 Revitalisation of industrialisation strategies and policies to promote en-
terprise creation and growth in agriculture and manufacturing to raise 
the rate of labour absorption and productivity level outside agriculture.

•	 Fixing the power supply problem.
•	 Increase investment in higher educational skill level of the labour force 

as a crucial factor for higher productivity. 
•	 Addressing the challenge of bad governance especially successfully 

fighting corruption and very importantly the implication of bad govern-
ance must always be in the mind of our rulers. Bad governance leads 
to low level of quality investment, increased poverty, low level of fiscal 
and human development and invariably inability to achieve successful 
transformation.

5.4  Mrs. Sola David-Borha, CEO, Stanbic IBTC Bank

In Nigeria alone over the past 10 years, we have been able to accumulate 
over N3.3 trillion (about $20 billion) in pension assets, which is a lot of money 
in any economy. However, this huge financial resource needs to be effec-
tively deployed to grow business and the economy. Most of those monies 
are sitting in fixed income and treasury bills because it is difficult for it to be 
deployed and so it is not that there isn’t fund, there is funding but the chal-
lenge is how to unlock it and ensure that it gets to the real sector to finance 
infrastructure and help create jobs.

I think the key issue has already been touched upon by Honorable Minister 
Adesina in terms of the reforms that have taken place in the agriculture sec-
tor. The banks in the past used to be beaten up because they didn’t lend to 
the agriculture sector. The Central Bank had all kinds of punitive measures 
and sanctions. The banks preferred to bear the sanctions than lend to agri-
culture. But it is now a new dawn because we have seen significant reform 
in that sector.
Reforms that unlock finance is key  and we have also seen that in several 
other sectors like the ongoing privatisation in the power sector where up to 
N2.3 billion of bids were submitted to buy up DISCOS and GENCOs. About 
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25% of that has already been paid and the remaining 75% will be paid up in 
September. We have seen that once there is the right change in laws and a 
market economy with strong regulators, the money will naturally flow.

My bank for instance was involved in raising up to $600 million in the oil and 
gas sector because the International Oil Companies (IOCs) like Shell were di-
vesting their assets and we were able to pull these monies together from the 
Chinese, European and Nigerian banks. All of them were willing to finance a 
Nigerian company that was buying up oil assets in response to the Nigerian 
Content Act and other initiatives. So reform is critical to unlocking finance.

The great thing is that when you unlock finance, there is a chain reaction. 
When you finance a big player, there are all kinds of services that are required 
by the “big boy”. For instance for the TELCOs, the card distributors and the 
recharge card sellers provide services to the big player. These are all small 
businesses that are linked to the fact that a sector has been unlocked and 
financing has gone to help grow that sector. From a financing perspective, it 
is much easier to lend to a small player that is part of a value chain than one 
that is completely isolated. We expect to see that in the power sector once 
those assets are handed over to the private owners, they will raise financ-
ing to rehabilitate, to buy new equipment and all kinds of ancillary services 
that will be needed. So unlocking finances is so critical for strengthening the 
Small and Medium Enterprises.

The new challenge as we go forward on this growth trajectory is the fact that 
the graduates coming out are completely unsuitable for the jobs being creat-
ed. The power sector is going to need to hire a lot of engineers. They actually 
have to first train the graduates for about two years before they can be useful. 
The TELCOs had the same experience when they were growing so fast.

Linked to all of this is financial inclusion because we find that the more people 
are integrated into the financial sector, the more the ability to utilise financial 
services for businesses increases. Statistics from EFiNA (Enhancing Finan-
cial Innovation and Access) shows that about 74% of the populace are com-
pletely outside of the financial sector. These are a group of people that if they 
had access to financing they can use it to grow small businesses.

Mobile money is a key part of that strategy. There are only about 5 million 
mobile money users in Nigeria today which is very low when compared to 
Kenya which is over 20 million. 

Lending rate is ultimately linked to the macro economy because when you 
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have a risk free rate that is double digit, invariably, you will be lending at that 
rate plus margin. Hopefully as the economy continues to grow and reserves 
increase, the macroeconomic trend will be such that the risk free rate will 
trend down but the reality is that until you have that kind of adjustment you 
will find that lending rates are typically in the mid to high double digits. The 
deposit rates are not too far below those set for institutional depositors. I think 
ultimately part of the structural transformation that needs to take place is en-
suring that the kind of financing that is available is appropriate for the project 
that is required so that there is sufficient deepening of the capital market. This 
will ensure that long term financing can be accessed for infrastructure and 
short term financing for working capital, consumer loans, and credit cards. 
So there is a whole range of financial services for the various economic activ-
ities. I think what we have now where long term funds are in short supply and 
most of the lending is somewhere between one to three years is not going 
to get us to where we want to be but we are on the right trajectory and just 
need to continue collectively to push for reforms in every single sector and I 
believe that as these reforms get played out, the roller on effect of unlocking 
finance to support the growth in those sectors will be realised.

VI.  PRESS BRIEFING
 
On shoring up Nigeria’s infrastructure base and economy

The AfDB infrastructure action plan is a subset of Nigeria’s National Integrat-
ed Infrastructure Master Plan. The difference between both plans is in the 
time line. The AfDB plan is over a ten year period while the government’s plan 
is over a thirty year period. When broken down to per annum basis the figures 
are very close. The Nigerian plan is in the longer term but it is consistent with 
our thinking because infrastructure is very critical to the development of any 
nation. It requires exactly what the Nigerian government is doing. There are 
interventions for both the supply side and also the demand side

On the benefits of AfDB projects to African countries 

AfDB projects have been beneficial to Africa and when you look at our pro-
jects on road they have transformed a lot of African cities. Take a look at the 
road from Kigali to the boarder of Burundi, it has completely transformed that 
part of Rwanda and it covers almost the better part of Rwanda.
The Bank’s electricity projects in Cape Verde and other countries are also sig-
nificant. They are completely transformative. We will also be building ports, 
and there is no question that they will also be transformative.
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If you look at our private sector window, it is growing and we have been in-
tervening in different ways by directly taking equity and giving lines of credit 
to Nigerian banks. We are intervening everywhere through every means and 
what we are doing today here is knowledge and dialogue, knowledge trans-
mission and that is the next level.

On AfDB’s interest in Nigeria’s power sector reforms

The bank has been one of the few partners that has put some money into 
the transmission sector of Nigeria’s power sector. Precisely, $100 million has 
been used for the power sector reforms and our understanding is that the 
government is using a bulk of that to support the transmission sector which 
has been concessioned to Manitoba and I think there are some investments 
that are taking place using the AfDB in this critical sector. The rest of the 
network as you know with regards to generation and distribution has been 
privatised by the government.
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